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Loeation of Lower Hewa Khola Hydro Project 22.1 MW
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1168, Dorbar Marg, Kathmandu

Aryal & Aryal crotete

Fax No. 00977-1-4255982

Chartered Accountants Emalk iasndbas et o
Independent Auditor's Report
To,
The shareholders,

M/S Mountain Hydro Nepal Limited
Kathmandu, Nepal

Opinion

We have audited the accompanying financial statements of M/S Mountain Hydro Nepal Limited which comprise
the Statement of financial position as at 31 Ashadh, 2081 (15 July, 2024), and Income Statement, Statement of
changes in equity and Statement of Cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial position of the
Company as at 31 Ashadh, 2081, and its financial performance and its cash flows for the year then ended in
accordance with Mepal Financial Reporting Standards {NFRS).

Basis for Opinion

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

Emphasis of Matter Paragraph

Revocation of Performance Guarantee

We draw attention to Note 24 to the financial statements, which describes the revocation of a performance
guarantee by the company fram Himal Hydro and General Construction Limited amounting to Rs 58,377,349, The
guarantee was revoked on the grounds of non-compliance with the terms of the contract. However, settlement
proceedings were conducted by the Nepal Council of Arbitration (NEPCA), which ruled in favor of defendant le.
Himal Hydro and General Construction Limited. The company has subsequently appealed this verdict to the
Hon'ble High Court, Patan which has issued a verdict leading to the appointment of an arbitrator representing the
company. Additionally, retention money of Rs. 58,053,336 remains payable, while the company has provided an
advance of Rs, 11,574,185 to Himal Hydro and General Construction Limited.

Events after reporting period
We draw attention to Note 25 of the financial statements, which describes the occurrence of a flood on 11 Ashwin,
2081, subsequent to the reporting period. The flood has caused significant damage to the company’s Capital Work
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in Progress (CWIP), which had been capitalized up to the reporting date. Management has determined that this
event constitutes a non-adjusting event as defined by “NAS 10 Events ofter the Reporting Period”, as the
conditions leading to the flood did not exist as of the reporting date.

While the financial statements for the year ended 31 Ashadh, 2081 have not been adjusted for this event,
management has disclosed that the damage to the CWIP may result in a materal financial loss, including
impairment of the capitalized amounts Rs. 284,607,522 till the reporting date. The Company is still assessing the
damage, which may result in an increase in the impairment loss.

Our opinion is not modified in respect of this matter.

Other Matters Paragraph

Niyamawali

We draw attention to the fact that the company is currently in the process of preparing "Karmachari Niyamawali"
{Employee Rules) and "Aarthik Binimayawali" {Financial Transaction Rules), which are critical for ensuring robust
governance, regulatory compliance, and financial management. The absence of these framewaorks at the reporting
date may have implications for governance and operational controls. This matter has not been disclosed in the
financial statements, and our audit opinion is not modified in respect of this matter.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of
the financial statements of the current period. These matters were addressed in the context of our audit of the
financial statements as a whole, and in forming our epinion thereon, and we do not provide a separate opinion
on these matters.

There is no any key Audit Matters to be disclosed,

Responsibilities of Management and Those Charged with Governance for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Nepal Financial Reporting Standards (NFRS), and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error. In preparing the financial statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the Company or to
cease operations, or has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the Company’s financial reporting process.

Auditor's Responsibility for Audit of Financial Statements

Qur objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
fromn material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with N5As will always detect a material misstatement when it exists. Misstatements can arise from
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fraud or-error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

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

skepticism throughout the audit. We also:

+ ldentify and assess the risks of material misstatement of the financial stataments, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.

*-  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control.

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

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

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

« DObtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Company to express an opinion on the financial statements. We are responsible for the
direction, supervision and performance of the audit. We remain solely responsible for our audit opinion.

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

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

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the financial statements of the current period and are therefore the key audit
matters. We describe these matters in our auditor's report unless law or regulation precludes public disclosure
about the matter or when, In extremely rare circumstances, we determine that a matter should not be
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communicated in our report because the adverse consequences of doing so would reasonably be expected to
outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

On the basis of our examination, we would like to further report that:

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

iil.  The company has kept proper books of accounts as required by law, in so far as it appears from our
examination of those books of account.

jii. The Statement of financial position, statement of profit or loss and other comprehensive income,
statement of cash flows, statement of changes in equity, significant accounting policies and notes to the
accounts dealt by this report are in agreement with the books of account maintained by the company.

iv.  During our examination of the books of account of the company, we have not come across the cases
where the Board of Directors or any member thereof or any representative or any office holder or any
employee caused loss or damage to the company.

V. We have not come across any fraudulence in the accounts, so far as it appeared from our examination
of the book, and

vi.  The company has not acted in a manner to jeopardize the interest and security of the stakeholders.

vii.  The company has not yet formed an audit committee as mandated by section 164 of Companies Act,
2063.

viii. The company engaged in related-party transactions with the approval of Board of Director which is in
contrary to Section 93 of the Companies Act, 2063.

For Aryal & Aryal
Chartered Accountants

Gleg
Sudhan Regmi; F
Proprietor
Date: 2081.09.03
Place: Kathmandu
UDIN: 241231CA00675rBagh

—
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MOUNTAIN HYDRO NEPAL LIMITED
Kathmandu, Nepal
Statement of Financial Position
As at 31 Ashadh, 2081 (15 July, 2024)

NPR
Particulars Motes Current Year Previous Year

ASSETS
NOMN CURRENT ASSETS
Property, Plant & Equipment (Net Block) 3 14,759,224 17,029,890
Capital Work In Progress 3.1 284,607 522 -
Intangible Assets 3.2 3,565,493 277 3,714,061,590
Financial Assets
Financial Assets Through Other Comprehensive Income 4 50,000,000 50,000,000
CURRENT ASSETS
Financial Assets

Cash & Cash Equivalents 5 3,233,201 325,019

Trade Receivables B 93,436,915 26,737,062

Other Financial Assets T 1,804,500 178,500
Other Current Assets & 71,061,109 40,045,752
TOTAL ASSETS 4,084,395,838 3,848,377,813
EQUITY & LIABILITIES
EQUITY
Equity Share Capital 9 1,250,000,000 1,250,000,000
Other Equity

Reserve & Surplus 9.1 (537,492,120) (49D0,207,784)
NON CURRENT LIABILITIES
Long Term Borrowings 10 2,537,361,038 2,734,890,284
CUKKREMNI| LIABILITIES
Financial liabilities

Trade Payahles 11 76,223,991 72,577,873

Short Term Borrowings 10 459,999,018 172,084,168
Provision 12 190,972,627 1,424,041
Other Current Liabilities 13 107,331,285 116,609,231
TOTALEQUITY & LIABILITIES 4,084,395,838 3,848,377,813
Summary of signi_ﬁr:ant 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

For Aryal & Aryal

Chartered Accountants
s =
f’:] ‘__-,_, = ..-\"\.i.. Py
- =249 A
A e e o e I ) L . -—Tri=-
Kamal Kumar Bharati Prahlad Timalsina 1 Sudhan Regr_nr:-{t:ﬁ.
Director . Director Chairman * meiﬁﬁtﬁr’:;
f et
X |
:l-}"’ . ﬂ,("h ;
Dipesh Giri Satish Timalsina Rita Timalsina Karuna éutam
Chief Finance Officer  Managing Director Director Director
Date:
Place: Kathmandu, Nepal
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MOUNTAIN HYDRO NEPAL LIMITED
Kathmandu, Nepal
Statement of Profit or Loss and Other Comprehensive Income
For the year ended 31 Ashadh, 2081 (15 luly, 2024}

NPR
Particulars Notes Current Year Previous Year
INCOME
Revenue 14 436,477,533 478,780,484
Cost of Revenue 15 194,200,562 201,302,125
Revenue from operations (Net) 242,276,971 277,478,359
Other Income 16 22,006,456 1,262,577
EXPENSES
Employee Benefit Expenses 17 6,419,111 7,240,445
Depreciation Expenses 3 995,386 1,190,730
Impairment Loss 3.1 - 398,385,455
Administrative Expenses 18 9,990,716 9,141,003
Finance Expenses 19 285,162,550 255,657,429
Profit/loss before bonus, provision & tax (38,284,335) (392,874,126)
Employee Bonus 20 ' - -
Provision for corporate social responsibility - =
Profit/loss before tax (38,284,335) (392,874,126)
Less: Tax
Current tax - -
MNet profit/(loss) for the year (38,284,335) (392,874,126)
Earning per share
Basic {(3.06) (31.43)
Diluted 13.06) (31.43)
Other comprehensive income
Changes in revaluation surplus 3 -
Gains and losses on financial assets measured at fair value through
other E .
Other comprehensive income for the year - -
Total Profit / (Loss) and Other Comprehensive Income (38,284,335) {392,874,126)
Summary of significant accounting policies 2
The accompanying notes are an intergral part of these financial statements As per our report of even date
For and on behalf of Board For Aryal & Aryal
Chartered Accountants
S CEARR
et U Gl o)
Kamal Kumar Bharati Prahlad Timalsina = Sitar3 gl Sudhan REEfﬁif'F.";& i
Director Director 3 | /= Proprietor . fien e
N M; > %
Dipesh Giri Satish Timalsina Rita Timalsina Karu#s Gautam
Chief Finance Officer  Managing Director Director Director
Date:

Place: Kathmandu, Nepal
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MOUNTAIN HYDRD NEPAL LIN\ITED
Kathmandu, Nepal
Statement of Cash Flow
For the year ended 31 Ashadh, 2081 {15 July, 2024)

= NPR
Particulars Current Year Previous Year
CASH FLOW FROM OPERATING ACTIVITIES
Met Profit For The Year (38,284,335) (392,874,126)
Adjustments
Depreciation On Property, Plant & Equipment 151,463,550 165,127,676
Impairment Loss - 388 385,455
Finance Cost 285,162,550 255,657 425
Prior Period Expenses - (517,409}
Working Capital Changes:
(Increase)/Decrease In Trade Receivable [66,699,853) 93,892,770
(Increase)fDecrease In Other Financial Assets {1,626,000) -
(Increase)/Decrease In Other Current Assets (31,015,357} 8,473,648
Increasef{Decrease] In Trade Payables 3,646,117 (12,533,028)
Increasef{Decrease) In Other Current Lisbilities 180,270,640 {20,652,422)
NET CASH FLOW FROM OPERATING ACTIVITIES [A) 482,917,312 494,959,994
CASH FLOW FROM /{USED IN) INVESTING ACTIVITIES
Acquisition Of Property, Plant & Equipment {604,230) (11,877,277)
Purchase Of Capital Work In Progress (284,607 522) -
Sales Of Property, Plant & Equipment - -
Purchaze Of Intangible Assets (20,340) -
MET CASH FLOW FROM INVESTING ACTIVITIES (B) (285,232,093) (11,877,277)
CASH FLOW FROM FINANCING ACTIVITIES
Increasef{Decrease) In Share Capital B E
Borrowing (Repaid)/ Taken (Net) 89,420,754 (228,185,911)
Interest Paid [285,162,550) [255,657,429)
MNET CASH FLOW FROM FINANCING ACTIVITIES (C) {195,741,796) (483,843,340)
INCRESAE/{DECREASE) IN CASH AND CASH EQUIVALENTS (A+B+C) 1,943,423 (760,624)
Cash and Cash Equivalents at the beginning of the year (68,659,150) {67,898,526)
Cash and Cash Equivalents at the end of the year (66,715,727) (68,659,150)

The accompanying notes are an intergral part of these financial statements
For and on behalf of Board

=

ek .

Prahlad Timalsina
Director

Kamazl Kumar Bharati
Director

Dipesh Gir Satish Timalsina Rita Timalsina Kar@r{faflﬁautam
Chief Finance Officer Managing Director Director Director
Date:

Place: Kathmandu, Mepal

As per aur report of even date

For Aryal & Aryal

Chartered Accountants

2] AN

Sudhan\Regmi; FCA,/.
Proprietor
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3.1. Capital Work in Progress

NPR

Particulars

Total

Gross Carrying Amount

Gross Carrying Amount as at 31 Ashadh, 2080

Additions
Transfer to PPE
Withdrawals and Adjustments

284,607,522

Closing Gross Carrying Amount as at 31 Ashadh, 2081

284,607,522

Out of Total Contract Value of Rs.368,234,455, the Billed Amount as of the reporting date stands at Rs. 29,197,920, However,
the verified Interim Payment Certificate (IPC) reflects an amount of Rs. 218,746,507, of which the unbilled portion amounting
to Rs. 189,548,586 has been capitalized under Capital Work in Progress [CWIP).

3.2, INTANGIBLE ASSETS NFR
Particulars Computer software e e Total
arrangement
Gross Carrying Amount
Gross Carrying Amount as at 01 Shrawan, 2079 149,228 4,761,781,426  4,761,930,654
Additions - - -
Transfer from lALD - - -
Withdrawals and Adjustments = - .
Gross Carrying Amount as at 31 Ashadh, 2080 149,228 4,761,781,426  4,761,930,654
Additions 20,340 - 20,340
Transfer from LAUD - .
Withdrawals and Adjustments = 3 =
Closing Gross Carrying Amount as at 31 Ashadh, 2081 169,568 4,761,781,426  4,761,950,994
Accumulated Amortisation & Impairment
Accumulated Amortisation as at 01 Shrawan, 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 - 358,385,455 398,385,455
Withdrawals and Adjustments - - =
Accumulated Amortisation as at 31 Ashadh, 2080 26,249 1,047,842,815  1,047,269,064
Charge for the year 6,501 148,582,152 148,588,653
Impairment loss for the year - - -
Withdrawals and Adjustments - . -
Accumulated Amortisation & Impairment as at 31 Ashadh, 20¢ 32,750 1,196,424, 967 1,156,457,717
Net Bleck
Net Carrying Amount as at Ashadh 31, 2080 (16 July, 2023) 122,979 3,713,938,611 3,714,061,590
Met Carrying Amount as at Ashadh 31, 2081 (15 Juby, 2024) 136,818 3,565,356,459  3,565,493,277
Apportioned to: Current Year Previous Year
Cost of revenue 148,582,152 163,227 468
Indirect cost 6,501 4,495
Total 148,588,653 163,231,964

Depreciation on Service Concession arragement has been charged by estimating vseful up to 08 Sharawn 2105 BS (License

Period). Therefore, it is charged to cost of revenue.

b B g
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MNote 4: FINANCIAL ASSETS THROUGH OTHER COMPREHENSIVE INCOME

'Partimiars 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 is subsidiary of Mountain Hydro Nepal Limited
{MHNL).

Mote 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 liguidity 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

Particulars Current Year Previous Year
Cash . ¥
Balance with banks

in Current account 3,233.291 325,019
Total 3,233,291 325,019

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 3,233,291 325,019

in Bank overdraft (69,949,018) (68,984,163)
Total (66,715,727)  (68,659,150)

MNote 6: TRADE RECEIVABLE

Particular Current Year Previous Year
Mepal Electricity Authority (NEA) 93,436,915 26,737,062
Total 93,436,915 26,737,062

Since the payment from Nepal Electrcity Authority (NEA) becomes due in 45 days after issuance of bill,
the payment against sale of electricity during lestha and Ashadh 2081 is outstanding as on reporting
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Note 7: OTHER FINANCIAL ASSETS

Particulars Current Year Prewvious Year
Non Current
Deposit - -
Sub Total - -
Current
Cash Margin 1,194,000 15,000
Deposit [ Oxygen) 15,000 -
Exiim Code Margin 15,000 -
LC Margin 17,000 17,000
Statutory Margin 483,500 66,500
Deposit - Pathivara Trade Link 80,000 80,000
Sub Total 1,804,500 178,500
Total 1,804,500 178,500
Note 8: OTHER CURRENT ASSETS
Particulars Current Year  Previous Year
Advances to be recovered
From contractors 11,574,185 11,574,185
From suppliers 53,051,941 23,356,189
Prepayments 3,968,285 3,902,204
Advance to employees 1,377,217 1,023,787
Tds receivable 189,481 189,387
Total 71,061,109 40,045,752

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 instruments,

Particulars Current Year Previous Year
Authorised

1,25,00,000 nos. of ordinary shares of NPR, 100 each 1,250,000,000 1,250,000.000
lssued

1,25,00,000 nos. of ordinary shares of NPR. 100 each 1,250,000,000  1,250,000,000
Subscribed and paid up

Current Period {1,25,00,000 Equity Shares @ MRs. 100/- each) 1,250,000,000  1,250,000,000
Previous period (1,25,00,000 Equity Shares @ NRs. 100/- each)
|Total 1,250,000,000 1,250,000,000
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Other Equity

9.1 Reserve & Surplus
7 Particulars

Retained Earnings

Total

Balance as at 1 Shrawan, 2079 (17 July 2022)

Profit for the year
Cther Comprehensive Income (net of tax)

(105,816,249)

(392,874,126)

(105,816,249)

(392,874,126}

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)

Profit for the year

Other Comprehensive Income (net of tax)

Prior period adjustment

Transaction cost incurred in respect of issuance of equity share

(38,284,335)

(38,284,335)

Balance as at 31 Ashadh, 2081 (15 July, 2024)

(537,492,120)

(537,452,120)

MNote 10: BORROWINGS

Particulars

Current Year

Previous Year

Long Term Borrowings

2,537,361,028

2,734,890,284

Term Loan

Sub-total 2,537,361,038 2,734,890,284
Short Term Borrowings

Term Loan (Due within 12 months) 198,600,000 103,100,000
Bridge Gap Loan 191,450,000 -
Bank Overdraft 69,949,018 68,984,169
Sub-total 459,999,018 172,084,169
Total 2,997,360,056 2,906,974,453

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”.

MNote 11: TRADE PAYABLES

Particulars Current Year Previous Year
Sundry creditors 4,126,569 10,097,380
Expenses payable 14,043,687 4,427,158
Betention money payable 58,053,336 58,053,336
Total 76,223,991 72,577,873

¥
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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 Capital Work in Progress 189,548,586 &
Provision for Corporate Social Responsibility - *
Total 190,972,627 1,424,041

Note 12.1: PROVISION FOR CORPORATE SOCIAL RESPONSIBILITY

Particulars Current Year  Previous Year
Opening CSR provision - 524,936
Add: Provision for CSR booked = 5
Less: CSR cost incurred - (524,938)
Closing CSR Provision - -
= — = — ===

Note 13: OTHER CURRENT LIABILITIES

Particulars Current Year  Previous Year
TDS payable 647,891 17,344
Reverse VAT payable 800 800
Social security fund 62,822 146,316
Payable against bank guarantee revoked 58,377,349 58,377,349
Advance from director 48,242,422 58,067,422
Total 107,331,285 116,609,231

o




w3 aiffes STETETT ST Wegd e mfades

Note 14: REVENUE

Particulars Current Year  Previous Year
Sale of electricity 460,597,037 497,730,409
Less: Short energy charges {24,119,505) {18,949,925)
Total 436,477,533 478,780,484
e —_—

Mote 15: COST OF REVENUE

Particulars Current Year  Previous Year
Cost of construction/Direct Expenses (Refer note 15)

Accomodation 284,145 61,935
Argon 7,345 -
Consumables 123,460 77,580
Custom clearing charges - 43,923
Depreciation 150,468,164 163,936,946
Electricity expenses 1,737,299 2,246,844
Electrification 28,193 -
Employee beneafit cost 8,480,170 8,732,972
Equipment Rental 5,424,000

Fooding expenses at site 2,136,735 964,710
Fuel expenses 1,481,981 341,318
Grid rent 132 KV substation 408,329 432,000
Insurance expenses 7,410,887 7,372,715
Kitchen utensils 15,700 25,350
Lease for land - 26,284
Lubricants 617,485 767,451
Office Expenses at Site 263,844 120,525
Puja expenses 113,600 37,050
Registration & renewal - 18,500
Renovation Expenses 13,700 -
Repair and maintenance expenses 1,082,253 1,440,226
Royalty expenses 11,334,409 11,783,033
Security expenses 1,300,000 1,300,000
Seal and Shutdown Charge(Electricity) 1,308 -
Telephone and communication expenses 23,680 55,155
Transportation expenses 1,343,890 901,058
Wages B9,481 616,550
Total L. 194,200,562 201,302,125

1

o

%

Doy
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Mote 16: OTHER INCOME

152,897

Loose and Tools

Particulars Current Year  Previous Year
Discount Received 5,828 -
Insurance claim 22,000,000 )
Interest Income 628 1,262,577
Total 22,006,456 1,262,577
Mote 17: EMPLOYEE BENEFIT EXPENSES
Particulars Current Year  Previous Year
Basic salary 9,896,379 11,416,645
Allowance 4,223,502 3,758,762
Leave Encashment 29,260 -
Festival allowance 750,140 798,011
14,899,281 15,973,417

Apportioned to:

= Cost of revenue 8,480,170 8,732,972

- Indirect cost 6,419,111 7,240,445
Total 14,899,281 15,973,417
Mote 18: ADMINISTRATIVE EXPENSES
Particulars Current Year  Previous Year
Advertisement & publicity expenses 59,394 58,683
AGM expenses 353,238 169,500
Audit fees 282,500 282,500
Annual Maintenance Charge 22,035 63,500
Accessories Expense 18,200 =
Balance Written off - 73,205
Business promotion expenses = 38,115
Compensation expenses - 1,000,000
Consultancy charges 1,909,700 233,734
Courier expenses 1,200 660
Credit Rating Expense 547,673 -
C5R expenses - 1,396,064
Daily allowance 134,100 11,764
Electricity expenses 62,140 45,8439
Fees and rates - 7,021
Fuel expenses 491,144 503,018
Fines and penalties 46,963 21,494
House rent expenses 733,340 733,343
Housekeeping 1,050 -
Insurance expenses 104,482 48,667
IPO issue expenses - 125,000
Legal fee - 148,400
Legal expense 63,010 &
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Lubricants 184,725 47,475
Medical expenses 485 16,280
Meeting allowance 326,500 226,000
Miscellaneous expenses 3,461 41,965
Office expenses 22,344 117,884
Parking Expenses 540 -
Printing and stationery expenses 133,665 83,900
Refreshment expenses 454,302 21,655
Registration and renewal 230,330 559,600
Repair and maintenance expenses 2,536,134 1,801,472
Transportation expenses 100,887 5,250
Travelling expenses 751,047 1,079,313
Telephone and communication expenses 153,730 83,425
Waste Management Expense 1,200 -
Wages 2,384 1,212
Water charges 59,915 51,053
Total 9,990,716 9,141,003
Note 19: FINANCE COST

Particulars Current Year  Previous Year
Bank charge and commission 1,824,556 33,617
Interest expenses 284,987,621 255,945,895
Penal Interest - 20,350
Less:- Rebate on interest (1,649,628) (346,473)
Total 285,162,550 255,657,429

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

Total

B .
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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
Hewa Khola 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 connect it to national grid.

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

2, SIGNIFICANT ACCOUNTING POLICIES

2.1. 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.

2.2. 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 produets and the time between acguisition 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.

2.3 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,

2.4 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.
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2.5

FINANCIAL PERIOD
The Company prepares financial statements in accordance with the Nepalese Income Year using

Mepalese Calendar. The Corresponding dates for Gregorian Calendar are as follows:

Particulars Nepalese Calendar Period Gregorian Calendar Period

SFP* Date g 31st Ashadh,2081 15th July,2024
Current Reporting Period 1st Shrawan 2080-31st Ashadh 2081 17th July 2023-15th Jul'\r 2024
Comparative SFP* Date 31st Ashadh,2080 16th Juby,2023
Comparative reporting period 1st Shrawan 2079-31st Ashadh 2080 17th July 2022-16th July 2023

2.6

SFP* = Statement of Financial Position

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.

ot 35
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2,8 DEPRECIATIONE& AMORTISATION |

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

ii. 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.

iii. 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. i

iv. The useful life of the assets and the corresponding rates at which the assets are depreciated are as

follows:-
S .
DEPRECIATION DEPRECIATION METHOD
ASSET CLASS — SUBCLASS RATE APPLIED
FurnFturE & Fixture 25% | wDv
Office Equipment o 25% WDV
Computer & Accessories 25% wDv
Vehicles s e g 20% WDV
Plant & Machinery {other than the assets uped under
Intangible Assets}? : G iy o

2.9 INTANGIBLE ASSETS
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
acquired separately are measured at cost. Cost includes expenditure that is directly attributable to the
acqulsition of an item of intangible assets. Iollowing initial recugiiliun, inlangible dssels dre carrled 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, amortization 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 remgmzed in statement uf pruflt or loss.

ey

Class r.r_f mtarng:bfe aiieh“ S o : ; Usefu.' life
Capitalized software 30%¥ears
Service Concession Arrangement 29 Years

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

adjusted if appropriate.
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2.10 BORROWING COST

Borrowing cost that are directly attributable to the acquisition, construction or production of 2 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 alse 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
periad in which they occur,

2.11 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.

2.12 FOREIGN CURRENCY TRANSACTIONS

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

ii. In preparing the financial statements the Company, transactions in currencies other than the entity’s
functional currency (fereign 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-menetary items that are measured in terms of historical cost in a foreign currency are not
retranslated.

2.13 EMPLOYMENT BENEFITS
Short term employment benefits

i.  Aliability 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.

ii. 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,

iii. 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.
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2.14 TAXATION

2.15

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 fifth year of operation, the effective tax rate of the Company
is 09%.

Deferred Tax

Deferred tax is 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.
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.

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.

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 temparary differences fully within
first 10 years period of operation and hence no deferred tax needs to be recognized.

PROVISIONS, CONTINGEMNCIES AND COMMITMENTS

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 adjustad
to reflect the best current estimates.

Cantingent liabilities are disclosed when 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.
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2.16 FINAMCIAL 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 amaortized cost.

Subsequent Measurement: For purpose of subsequent measurement, financial assets are classified in
two broad categories:
« Financial assets at fair value
= 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.

- Cashflow 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 (OCI).

- 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 solely payment 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 FVTPLif it is
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
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217

2.18

(a)

(b)

(c)

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.

LEASES
On January 13, 2016 the IASB issued IFRS 16 to replace 1AS 17 Leases. The new standard sets out the

principles for the recognition, measurement, presentation and disclosure of leases. All leases result in
the lessee abtaining the right to use an asset at the start of the lease and, lease payments are made over
time, also abtaining financing. Accordingly, IFRS 16 eliminates the classification of leases as either
operating leases or finance leases as is required by 1AS 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 1AS 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.

SERVICE COMNCESSION ARRANGEMENTS

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

The grantor contrals or regulates what services the operator must provide with the infrastructure, to
whaom it must provide them, and at what prices: and

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.

Is the 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 7

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.
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Income from the concession arrangements earned under the intangible asset model consists of the

(i} Fair Value of the contract revenue, which is deemed to be fair value of consideration transferred to
acquire the asset; and

{ii} Payments actually received from the users,

The intangible asset is amortized over its expected useful life in a way that reflects the pattern in which
the asset’s economic benefits are consumed by the Company, starting from the date when the right to
operate starts to be used. Based on these principles, the intangible asset is amortized in line with the
actual usage of the specific public facility, with 2 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.

Land under BOOT Arrangement/Restriction on Property use

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

MHML 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 license term. Therefore, MHNL depreciates its land assets at the
generation unit by estimating useful life upto 08 Shrawan 2105 BS.

2.19 CORPORATE SOCIAL RESPONSIBILITY FUND
In fiscal year 2080-81, 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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21. Related Parties Disclosures

a} Relationship
Relationship Related Party

Sitaram Timalsina l

5 R Power Investment Company Private Limited

Satish Timalsina

Prahlad Timalsina

Rita Timalsina

Substantial Shareholder
Road Show Investment Company

Baikuntha Sharma

Prakaszh Timalsina

Puspa Chitrakar

Singalila Energy Private Limited

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:
5.N. | Name Designation
1 Sitaram Timalsina ) Chairman
2 Satish Timalsina j Managing Director
3 Prahlad Timalsina Director
4 Kamal Kumar Bharati Director
5 Rita Timalsina 1 Director
& Karyrp:l_a Gautam _ ) Dfrectur- .

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

B
. Name Designation Mature of expenses F.¥. 2080/81 F.Y.2079/80
-Regular Employee Banafits
1 Sitaram Timalsina Chairman -Meeting Allowances 65,000 45,000
Travelling Allowance 15,000 12,000
z -Regular Employee Benefits 4,417,552 42,58,200
7 Satish Timalsina Managing -Meeting Allowance 65,000 45,000
Director
“Travelling Allowance b A 15,000 12,000 ]
-Regular Employee Benefits 2
3 Prahlad Timalsina Director -Meeting Allowance 65,000 45,000
-Travelling Allowance 15,000 12,000
Kamal Kumar . -Regular Employee Benefits - -
4 Director ; x
Bharati Meeting Allowance 20,000 30,000
-Travelling Allowance 15,000 12,000
-Meeting Allowances 65,000 33,000
5 Rita Timalsina Director
-Travelling Expenses 15,000 12,000
-Meeting Allowances 30,000 28,000
& Karuna Gautam Director
-Travelling Expenses 15,000 12,000
c) Other Related Party Transaction
i Outstanding Balance
Transaction r/{cr)]
MName of the Mk cliliak: 2 ior
relatad Party Ve 0L SWE STaREATL EY. F.Y. F.Y. Y.
2080/31 207580 208081 2079/30
Sitaram Timalsina -Advance taken from director 2137.525 136,500,504 | (48,242,423) (58,067,422)
Satish Timaisi -Ad taken fi dire 245,207
atish Timalsina vance taken from director 453,006 12,344 (252,628
Prahlad Tlmalsi =Advz i 57,900
rahlad TImalsina vance taken from director 73,250 (55,900} (57,900)
Mountain Hydro 5 e )
investment P. itd | 7 \0vanee glven ta subsidiary | o, 30,069 | . 18,161,600 | 18,154,350
Sita Trade Cent -Fuel h
st gl a4 T e 452,071 3,494,344 (51,750} |  (3.660,764)
Eaui ;
SALHVIENS S 5,424,000
Gaurimata Nirman -Repair & Maintenance {Civil
Company Structure) 29,197,921 g
-Ad ; B
et 62,757,338 28,505,000
Sita Dhuwani Sewa | -Transportation of Turbine for
Private Limited repair 2,421,780 i ) )
Kalimati Banguet Hall rent and Other Expenses 2 e
P, Ltd. for AGM 353,238 !
Sita Care Private
P - -
Limited ok 288 (40,852)
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Sita Hydro Power Expenses paid on the behalf
; z 11,478
Co.Pvi.Ltd of Mountain Hydro Ltd 33,308 11,478
Gandaki Medical .
= Ll = 2,438,974
College Advance given ) 3 438,974 ? 7

22, 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 Compa ny's objectives and declared policies in specific
context of impact thereof on various segments of financial instruments. The Board provides oversight
=nd 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 instrurnent 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 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,
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23,

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 te 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 liguidity to shareholders by continuing to
distribute dividends in future periods.

Contingent Liabilities and Commitments

Contingent Liabilities
a) Bank Guarantees

S.N Bank Name ‘ Purpose T Amount Expiry Date
1 Prime Cummermal Bank Ltd Exim code 3,00,000 2024.07.15
| Euarantee

b) Revoked Performance Guarantee

A contingent lizbility is identified as follows:

() a possible 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} it is not probable that an outflow of resources embodying economic benefits will be required to
settle the obligation; or

{ii) the amount of the obligation cannot be measured with sufficient reliability.

The company revoked a performance guarantee of Rs. 58,377,349 from Himal Hydro and General
Construction Limited due to non-compliance with the contract terms. Settlement proceedings and
hearings were conducted by the Nepal Council of Arbitration [NEPCA) to resclve the dispute, and the
verdict was rendered in favor of Himal Hydro and General Construction Limited, The company has
appealed this decision to the Hon'ble High Court, Patan which has issued a verdict leading to the
appointment of an arbitrator representing the company. Additionally, retention money of Rs.
58,053,336 remains payable, while the company has provided an advance of Rs. 11,574,185 to qual

Hydro and General Construction Limited. AL
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25. Suhéequent Event — Flood Damage to Capital Work in Progress

On 11 Asl"rwinr, 2081, subsequent to the reporting period ending 31 Ashadh, 2081, a flood occurred,
which caused significant damage to the company’s Capital Work in Progress [CWIP). As of the
reporting date, the total amount capitalized under CWIP was Rs. 284,607,522.

Management has assessed this flood as a non-adjusting event under NAS 10 "Events after the
Reporting Period”, as the conditions leading to the flood did not exist at the reporting date.
Conseguently, no adjustments have been made to the financial statements for the year ended 31

Ashadh, 2081.
The flood damage may result in:

« Potential impairment of the capitalized CWIF,
« Financial loss in relation to the costs incurred up to the reporting date, and
« Additional costs for repair or restoration in the subsequent financial periods.

The company is in the process of assessing the extent of the damage, the financial impact, and the
potential recovery from insurance claims, if any. The financial effects of this event, including
impairment losses, will be recognized in the subsequent reporting period as per the applicable
financial reporting framework.
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