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Mandu Hydropower Limited

Kamaladi, Kathmandu

Statement of Financial Position
As at 31 Ashad 2077 (15 July 2020)

Amount in NPR

31.03.2077 31.03.2076
Particulars Notes (16.07.2019)
(15.07.2020) *Restated

ASSETS

Non Current Assets

Non Financial

Property, Plant and Equipment 8.2 3,973,456,957 3,972,053,775
Total non-current assets 3,973,456,957 3,972,053,775
Current Assets

Non Financial

Inventories 9 451,448 -
Prepayments 10 6,927,442 6,438,859
Advances 10.1 20,895,831 77,702,243
Other Current Asset 10.2 5,216,104 4,184,361
Financial Asset

Other Current Asset 10.3 42,603,606 64,509
Trade Receivables 11.1.1 131,977,396 45,113,596
Cash and Cash Equivalents 11.1.2 3,135,845 896,657
Total current assets 211,207,672 134,400,226
Total Assets 4,184,664,629 4,106,454,001
EQUITY & LIABILITIES

Equity

Share Capital 12 1,200,000,000 128,571,428
Advance for share capital - 1,071,428,572
Retained Earnings 13 48,067,406 (67,794,884)
Total Equity 1,248,067,406 1,132,205,116
Liabilities

Non Current Liabilities

Financial Liabilities

Long Term Loans 16.2 2,647,700,000 2,753,960,108
Other Loans 90,935,000 92,500,000
Total non-current liabilities 2,738,635,000 2,846,460,108
Current Liabilities

Financial Liabilities

Trade and Other Payables 16.1 87,962,223 95,788,777
Current Portion of Long Term Loan 16.3 110,000,000 32,000,000
Total Current liabilities 197,962,223 127,788,777
Total Liabilities 2,936,597,223 2,974,248,885
Total Equity and Liabilities 4,184,664,629 4,106,454,001
The accompanying notes to the financial statements are an integral part of this statement.

As per our report of
even date.

Sabal Pradhan

Finance Officer Director

Date:
Place: Kathmandu

Shivanth Bahadur Pande

Chairman

Maheshwor Prakash Shrestha

CA Mahesh Godar
Partner

RajMS & Co.
Chartered Accountants



Mandu Hydropower Limited

Kamaladi, Kathmandu

Statement of Profit or Loss and other Comprehensive Income

For the year ended 31 Ashad 2077 (15 July 2020)

Annual Report 2019-20

Amount in NPR
Particulars Notes 31.03.2077 (32373:3;:)
(15.07.2020) .
Restated
Income
Revenue from Sale of Electricity 17 547,580,280 92,576,473
Expenses
Administrative and Other Operating Expenses 18.1 81,407,025 20,136,284
Depreciation 8.2 137,985,075 40,532,200
Operating Profit/ (Loss) 328,188,180 31,907,989
Other Income 19 82,001,216 -
Finance Charge 18.2 292,869,790 93,662,207
Provision for NEA Receivable - 6,040,666
Profit/ (Loss) before Tax 117,319,606 (67,794,884)
Less: Tax
Current Tax - -
Deferred Tax Income (Expense) - -
Net Profit/ (Loss) For the Year 117,319,606 (67,794,884)
Earnings Per Share
Basic 9.78 (5.37)
Diluted 9.78 (5.37)
Other Comprehensive Income:
Changes in revaluation surplus - -
Actuarial Gain (Loss) on remeasurements of defined benefit plans
Gains and Losses on financial assets measured at fair value through other
comprehensive income
Income Tax relating to items that will not be reclassified
Other Comprehensive Income for the Year - -
Total Comprehensive Income 117,319,606 (67,794,884)
The accompanying notes to the financial statements are an integral part of this statement.
As per our report of
even date.

Sabal Pradhan Shivanth Bahadur Pande
Finance Officer Director
Date:

Place: Kathmandu

Maheshwor Prakash Shrestha

Chairman

CA Mahesh Godar
Partner

RajMS & Co.
Chartered Accountants



Mandu Hydropower Limited
Kamaladi, Kathmandu
Statement of Cash Flows

Annual Report 2019-20

For the year ended 31 Ashadh 2077 (15 July 2020)

Amount in NPR
31.03.2076
Particulars (:;.'3;'22327;) (16.07.2019)
*Restated
Cash Flow from Operating Activities
Profit for the Year 117,319,606 (67,794,884)
Adjustments
Depreciation 137,985,075 40,532,200
Income from Investment and Bank Deposit - -
Finance Charge 292,869,790 -
Movements in Working Capital
(Increase)/Decrease in Prepayments (488,583) (6,438,859)
(Increase)/Decrease in Advances, Deposits and Other Receivables (73,628,227) 200,598,273
Increase/(Decrease) in Trade and other payable (7,826,554) (232,762,842)
(Increase)/Decrease in Inventories (451,448) -
Income Taxes Paid - -
Total Adjustments 348,460,053 1,928,772
Net Cash flow from Operating Activities (A) 465,779,659 (65,866,112)
Cash Flow from Investing Activities
Increase in Property, Plant and Equipment (139,388,258) (3,835,460,553)
Increase in CWIP - 2,967,499,643
Proceeds from Sale of Asset - -
Income from Investment and Bank Deposit -
Net Cash Flow from Investing Activities (B) (139,388,258) (867,960,910)
Cash Flow from Financing Activities
Issue of Share Capital, net of expenses 1,069,971,256 -
Increase/(Decrease) in advance for share capital (1,071,428,572) 178,198,029
Increase/ (Decrease) in Long Term Borrowings (106,260,108) 609,645,663
Increase/ (Decrease) in Other Borrowings 76,435,000 24,500,000
Interest Paid (292,869,790)
Net Cash Flow from Financing Activities ( C ) (324,152,214) 812,343,692
Net Increase in Cash (A+B+C) 2,239,188 (121,483,330)
Cash at Beginning of the Year 896,657 122,379,987
Cash at the End of the Year 3,135,845 896,657
The accompanying notes to the financial statements are an integral part of this statement.
As per our report

Sabal Pradhan Shivanth Bahadur Pande

Date:
Place: Kathmandu

Maheshwor Prakash Shrestha
Finance Officer Director Chairman

of even date.

CA Mahesh Godar
Partner

RajMS & Co.
Chartered Accountants



Mandu Hydropower Limited

Kamaladi, Kathmandu

Statement of Changes in Equity
For the year ended 31 Ashadh 2077 (15 July 2020)

Annual Report 2019-20

Amount in NPR
Particulars Share Capital Advance .for share Retained Earning Total
capital
Opening Balance as on 1 Shrawan 2076 (17 July 2019) 128,571,428 1,071,428,572 (67,794,884) 1,132,205,116
Receipt advance Amount of Equity Shares - -
Net Profit after Tax - - 117,319,606 117,319,606
Issue of Share Capital 1,071,428,572 (1,071,428,572)
Share Issue Expense (1,457,316)
Adjustments - - -
Closing Balance as on 31 Ashadh 2077 (15 July 2020) 1,200,000,000 - 48,067,406 1,248,067,406
The accompanying notes to the financial statements are an integral part of this statement.
As per our report

of even date.

Sabal Pradhan Shivanth Bahadur Pande Maheshwor Prakash Shrestha CA Mahesh Godar
Finance Officer Director Chairman Partner
RajMS & Co.

Date:
Place: Kathmandu

Chartered Accountants
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Mandu Hydropower Limited
Kamaladi, Kathmandu, Nepal

Explanatory Notes for the year ended Ashad 31, 2077 (Corresponding to 15 July 2020)

1. General Information of the Company
Mandu Hydropower Limited (MHPL or the Company) was incorporated in 2069 BS with
the objective of hydroelectricity generation through optimal utilization of resources
available within the country. The Company is registered with the Office of the Company
Registrar as a Public Limited Company.

Detailed Structure of Equity

W Himalayan Infrastructure Fund
Ltd.

M Sichuan Hechuan Investment
Co.

Other Shareholders

The Company is handling Bagmati Small Hydropower Project (BSHP) with 22 MW
installed capacity power plant. The construction of project was started in February 2015.
The project is located at Ipa Besi 8, Bhimphedi, Makwanpur. It has entered into an
agreement with NEA for electricity supply at rates agreed upon in Power Purchase
Agreement (PPA). The annual energy generation from the plant is estimated to be
approximately 128,092,159 KWh.

2. Statement of Compliance
The Financial Statements have been prepared in accordance with Nepal Financial
Reporting Standards (NFRS) to the extent applicable and as published by the Accounting
Standards Board (ASB) Nepal.

3. Basis of Preparation and Reporting Pronouncements

The Company has, for the preparation and presentation of Financial Statements, opted
to adopt Nepal Financial Reporting Standards (NFRSs) from the erstwhile Nepal
Accounting Standards (NASs) both pronounced by Accounting Standards Board (ASB)
Nepal. NFRS was pronounced by ASB Nepal as effective on September 13, 2013

This section describes the critical accounting judgment that the company has identified
as having potentially material impact on the company’s financial statements and sets out
our significant accounting policies that relate to the financial statements as a whole.
Accounting policies along with explanatory notes, wherever such explanation is required,
is described in specific relevant sections. The company’s accounting policies require the
management to exercise judgement in making accounting estimates.
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Accounting Convention

The Financial Statements have been prepared on a historical cost convention except for
certain financial elements that have been measured at fair value, wherever NFRS requires
or allowed such measurement. The fair values, wherever used, are discussed in relevant
Notes.

The Financial Statements are prepared on accrual basis.

The Financial Statements have been prepared on a going concern basis. The company has
a reasonable expectation that it has adequate resources to continue in operational
existence for the foreseeable future.

Presentations

Presentation Currency

The Company operate within the jurisdiction of Nepal. Nepalese Rupees (NRs) is the
presentation and functional currency of the Company. Accordingly, the Financial
Statements are prepared and presented in Nepalese Rupees and rounded off to the
nearest Rupee.

Rearrangement and Reclassification

The figures for previous years are rearranged, reclassified and/or restated wherever
necessary for the purpose of facilitating comparison. Appropriate disclosures are made
wherever necessary.

Statement of Financial Position

The elements of Statement of Financial Position other than equity is presented in order
of their liquidity by considering current and non-current nature which are further
detailed in relevant sections.
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Statement of Profit or Loss and Other Comprehensive Income

The elements of Statement of Profit or Loss and Other Comprehensive Income has been
prepared using classification ‘by function’ method. The details of revenue, expenses,
income, gains and/ or losses have been disclosed in the relevant section of this notes.

Earnings per share has been disclosed in the face of ‘Statement of Profit or Loss and
Other Comprehensive Income’ in accordance with the NAS 33.

Statement of Cash Flows

The statement of Cash Flows has been prepared using indirect method and the activities
has been grouped under three major categories (Cash flows from operating activities,
Cash flows from investing activities and Cash flows from financing activities) in
accordance with NAS 7.

Statements of Changes in Equity

The Statements of Changes in Equity has been prepared disclosing changes in each
elements of equity. The effect of changes in equity due to effect of first time adoption of
NFRS has been adjusted and disclosed as NFRS Reserve in the opening NFRS SFP.

Accounting Policies and Accounting Estimates

Accounting Polices

The Company, under NFRS, is required to apply accounting policies to most appropriately
suit its circumstances and operating environment. The preparation of Financial
Statements in conformity with the Policy requires management to make judgments,
estimates and assumptions in respect of the application of accounting policies and the
reported amounts of assets, liabilities, income and expenses.

Specific accounting policies have been included in the relevant notes for each item of the
Financial Statements. The effect and nature of the changes, if any, have been disclosed.

Accounting Estimates

The preparation of Financial Statements in line with NFRS requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of Financial Statements and the
reported amounts of revenue and expenses during the reporting period.

Management has applied estimation in preparing and presenting the Financial
Statements. The estimates and the underlying assumptions are reviewed on an on-going
basis. Revision to accounting estimates are recognised in the period in which the
estimates are revised, if the revisions affect only that period; they are recognised in the
period of revision and the future periods if the revisions affect both current and future
periods.

Specific accounting estimates have been included in the relevant section of the notes
wherever the estimates have been applied along with the nature and effect of changes of
accounting estimates, if any.
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7. Financial Periods
The company prepares financial statements in accordance with the Nepalese financial
year using Nepalese calendar. The corresponding dates for Gregorian calendar are as
follows:
Particulars Nepalese Calendar Date/Period Gregorian Calendar Date/Period
SFP* Date 31° Ashad 2077 15" July 2020
Current Reporting Period 1%t Shrawan 2076-31° Ashad 2077 17 July 2019- 15" July 2020
Comparative SFP* Date 31° Ashad 2076 16" July 2019
Comparative Reporting Period | 1°t Shrawan 2075-31° Ashad 2076 17 July 2018- 16 July 2020

*Statement of Financial Position

Accompanying Notes to the Financial Statements for the year ended Ashad 31, 2077 (15 July

2020)

8.

Property, Plant and Equipment (PPE)

PPE are those tangible assets used for generation and supply of energy, for administrative
purpose or for rentals to others. These are recognised as PPE, if and only if it is probable
that future (i.e. for more than one accounting period) economic benefits associated with
the items will flow to the Company; and the cost of the item can be measured reliably.

PPE are stated in the SFP at their cost less accumulated depreciation and accumulated
impairment losses, if applicable.

Cost

The initial cost of PPEs includes purchase price and directly attributable cost to bringing
the asset to the location and conditions necessary for it to be capable of operating in the
manner intended by management. Subsequent costs that do not qualify the recognition
criteria under NAS 16 are expensed as and when incurred.

NAS 16 and IFRIC 1 require cost of PPE to include the estimated cost for dismantling and
removal of the assets and restoring the site on which they are located. Management
perceives that such costs are difficult to estimate and considering the past practice the
amount of such costs will not be material to affect the economic decision of the user as a
result of such non- inclusion. Therefore, asset retirement obligation has not been
recognised.

Depreciation

The management has estimated that the cost equals depreciable amount of the asset and
thus the cost is systematically allocated based on the expected useful life of an asset.
Items of property, plant and equipment are depreciated from the month of acquisition.

If an item of PPE consists of several significant components with different estimated
useful lives and if the cost of each component can be measured reliably, those
components are depreciated separately over their individual useful lives.

The residual values, useful lives and the depreciation methods of assets are reviewed at
least annually, and if expectations differ from previous estimates, changes are made in
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the estimates and are accounted for as a change in accounting estimates in accordance
with NAS 8.

If the management considers the assets have an indefinite useful life, no amortisation/
depreciation is charged.

De-recognition

Assets that have been decommissioned or identified as damaged beyond economic repair
or rendered useless due to obsolescence, are derecognised whenever identified. On
disposal of an item of PPE or when no economic benefits are expected from its use or
disposal, the carrying amount of an item is derecognised. The gain or loss arising from the
disposal of an item of PPE is the difference between net disposal proceeds, if any, and the
carrying amount of that item and is recognised in the Statement of Profit or Loss.

8.1 Change in Classification, Useful Lives and Depreciation Method

8.1.1 Re-classification
Assets have been reclassified wherever required for compliance with NFRS.

The Company used to carry the costs of access road as a separate component of PPE
even though direct control and ownership of such road is not with the Company.
However, under the provisions of NFRS, costs that are directly attributable to bringing
asset to the location and condition necessary for it to be capable of operating in
manner intended are to be included in the cost of PPE. Therefore, once the project is
completed and depreciation on project assets is started, the cost of access road will be
systematically apportioned to the assets at the generation site as directly attributable
cots.

8.1.2 Estimation of Useful Lives and Depreciation Method used
The useful life of assets has been reassessed and adjusted as at the date of opening
NFRS SFP. Depreciation method has been selected considering the pattern of inflow of
economic benefits to the organization. Assets which are not directly attributable to
the generation of hydroelectricity) are depreciated using Straight Line Method (SLM).

Project assets have been depreciated based on the time period remaining of
Generation License of the project.

Assets Class/ Sub Class Depreciation Useful Life (In Depreciation Method
Rate years) Applied
Land - Project - 30 None
Land — Not related to project - - None
Building - Others 5 20 SLM
Project assets 3.33 30 SLM
Tools and Equipment 15 - SLM
Office Equipment 25 - SLM
Furniture & Fixture 25 - SLM
Vehicles 20 - SLM




8.1.3

8.14
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Restriction on PPE

MHPL has obtained the licence for operation from the Ministry of Energy for a period
of 35 years (i.e. from 2071-03-19 to 2106-03-18), the useful life of assets of the project
cannot exceed 35 years even if the economic life of the asset is more. After the end of
35 years of operation, MHL may have to transfer the entire generation unit to
Government of Nepal under BOOT provision.

Land

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

Land under BOOT Arrangement

MHPL has obtained the licence for operation from the Ministry of Energy for a period
of 35 years (i.e. from 2071-03-19 to 2106-03-18), 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 licence term. Therefore, land related to project has been amortized over
the remaining useful life of the license term i.e. 30 complete years.

Cost upto

Location Total Area 2076-77 (NRs.)

Ipa Ukhubari 4 Gha, 2 Gha, 5 kha, 1 Kha, 2 Ga, 3 Nya, 6 Ka, 6
Kha, 6 Ja, Kogate 7, 5, 3, Bhimphedi 5, 6, 7, 8, Sisneri 4 Cha 59-05-01-02 188,651,778




8.2 Details of Property, Plant and Equipment

e Schedule of Property, Plant & Equipment for the FY 2076-77
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(Amount in NRs.)

Cost Ra:te Accumulated Depreciation / Amortization for Land | , WDV as at
Particulars % On Imate.d
Opening Addition Disposal Closing Opening For the Year | disp Closing enf‘::sr:' 31.03.2077 1.04.2076
osal
Land
Land - Project 188,651,778 188,651,778 3.33 1,807,181 6,282,104 - 8,089,285 - 180,562,493 186,844,597
Land - Not - - - - -
related to project
Project Assets 138,867,535 - | 3,950,881,133 | 3.33 36,517,001 | 129,123,837 - | 165,640,838 3,785,240,294 3,775,254,904
3,812,013,598
Tools - R
Survey 1,822,125 1,822,125 15 759,298 187,558 946,856 875,269 1,062,827
Equipment
Office Equipment - - - - - -
and Furniture
Office Equipment 2,466,989 520,723 2,987,712 25 631,060 571,530 1,202,590 1,785,122 1,910,458
Furniture & 2,211,243 2,211,243 25 1,461,005 250,080 1,711,085 500,159 750,238
Fixture
Computer and 1,343,136 1,343,136 25 654,655 226,190 880,845 462,291 688,481
Peripherals
Vehicles
Vehicle- Car 10,260,000 10,260,000 20 5,213,406 1,241,355 6,454,761 3,805,239 5,046,594
Vehicle- 668,389 668,389 20 339,877 102,422 442,299 226,090 328,512
Motorbike
Other Assets
Other Assets - - - - - - - -
Total 4,019,437,258 - 4,158,825,516 47,383,483 | 137,985,075 - 185,368,558 - 3,973,456,957 3,972,053,775

The above statement of Property, Plant and Equipment comprise assets of both project office and corporate office. All the assets

directly related to project office is presented under Project Assets. Depreciation for such assets is spread over the remaining

useful life of Generation License period. Land related to the project asset is amortized over the remaining useful life of Generation

License.
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8.3 Impairment of Property, Plant and Equipment

8.3.1

8.3.2

Application of Impairment Tests

Impairment of an item of PPE is identified by comparing the carrying amount with its
recoverable amount. If individual asset does not generate future cash flows
independently of other assets, recoverability is assessed on the basis of cash generating
unit (CGU) to which the asset can be allocated.

At each reporting date, the Company assesses whether there is any indication that an
asset may have been impaired. If such indication exists, the recoverable amount is
determined. The recoverable amount of a CGU is determined at the higher of fair value
less cost to sell on disposal and value-in-use. Generally recoverable amount is
determined by means of discounted cash flows unless it can be determined on the basis
of a market price. Cash flow calculations are supported by past trend and external
sources of information and discount rate is used to reflect the risk specific to the asset
or CGU.

Impairment Indication

There has been no apparent indication of impairment of PPE taken as cash generating
units (CGU). The recoverability of economic benefits from the existing PPE is considered
more than the carrying amount.

9. Inventory

Particulars As at 315t Ashad 2077 As at 315t Ashad 2076
Consumables 451,448 -
TOTAL 451,448 -

10.

Inventories are carried at the lower of cost or net realisable value (NRV). Cost comprises of
all costs of purchase, costs of conversion and other costs incurred in bringing the
inventories to their present location and condition.

Cost is measured using First in First out (FIFO) method.

Current Non-Financial Assets-Prepayments
These are expenses paid for the period beyond the financial period covered by the financial
statement. These will be charged off as expenses in the respective period for which such

expenses pertain to.

Particulars As at 315t Ashad 2077 As at 31°t Ashad 2076
Prepaid Expense 6,927,442 6,438,859
TOTAL 6,927,442 6,438,859




10.1 Current Non-Financial Assets-Advances
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Particulars As at 31% Ashad 2077 As at 31% Ashad 2076
Advance to Supplier 20,895,831 77,702,243
TOTAL 20,895,831 77,702,243
10.2 Current Non-Financial Assets-Other Assets
Particulars As at 31% Ashad 2077 As at 31% Ashad 2076
Other Asset 5,216,104 4,184,361
TOTAL 5,216,104 4,184,361
10.3 Current Financial Assets-Other Assets
Particulars As at 31% Ashad 2077 As at 31% Ashad 2076
Deposit 603,500 64,509
Insurance Claim Receivable 42,000,106
TOTAL 42,603,606 64,509

These advances are non-interest bearing and are expected to be settled in the normal course

of operations.

11. Financial Instrument

The company classifies financial assets and financial liabilities in accordance with the
categories specified in NAS 32 and NAS 39.

11.1. Financial Instruments: Financial Assets

Financial asset is any asset that is:

(a) Cash

(b) An equity instrument of another entity;

(c) A contractual right:

i)To receive cash or another financial asset from another entity; or

ii)To exchange financial assets or financial liabilities with another entity under
conditions that are potentially favourable to the entity; or

(d) A contract that will or may be settled in the entity’s own equity instruments and is:

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

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

Financial assets are classified under four categories as required by NAS 39, namely,

e Fair Value through Profit or Loss (FVTPL),
e Held to Maturity,

e Loans and Receivables and

e Available for Sale

Financial Assets of the Company comprises of Advances, Deposits, Other Receivables, Trade
Receivables and Cash/Bank Balances.

These instruments are interest bearing and non-interest bearing. Where interest
component is present, the implicit interest rate approximates effective interest rate. It is
assumed that the carrying amount represents the amortised cost of the assets.

Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market and it is expected that substantially all of
the initial resource will be recovered, other than because of credit deterioration.

Held to Maturity

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments that an entity intends and is able to hold to maturity and that do not meet the
definition of loans and receivables and are not designated on initial recognition as assets at
fair value through Profit or Loss or as Available for Sale. Held-to-maturity investments are
measured at amortised cost.

11.1.1 Trade Receivables
(Amount in NRs.)

Particulars As at 315t Ashad 2077 As at 315t Ashad 2076
Receivable from NEA 131,977,396 45,113,596
TOTAL 131,977,396 45,113,596

Impairment of Advances, deposits and other receivables

Impairment of advances, deposits and other receivables are tested if any indication is
known. The Company has a system of tracking the recoverability of these assets.



Annual Report 2019-20

11.1.2 Cash and Cash Equivalent

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 Nepal Rastra Bank.
The Company closely assesses the risks of these instruments and there is no apparent
indication of impairment of these balances.
The details of Cash and Cash Equivalents are given below:

(Amount in NRs.)

Particulars As at 31t Ashad 2077 As at 31t Ashad 2076

Cash Balance 36,003 67,601
Bank Balance 3,099,842 829,056
TOTAL 3,135,845 896,657

11.1.3 Risk Associated with Financial Assets

The Company closely monitors the risks associated with the financial assets. The
Company has an enterprise risk management system commensurate with the nature
and the size of the business, which the management considers sufficient to identify,

manage and monitor risks.

12. Share Capital
The company’s registered share capital structure is as follows:

(Amount in NRs.)

S.No. Name of Shareholders As at 31°t Ashad 2077 | As at 315t Ashad 2076
1 Himalayan Infrastructure Fund Limited 105,422,700 58,571,428

2 Sichuan Hechuan Investment Co. Ltd. 588,000,000 70,000,000

3 Other Shareholders 506,577,300 -
TOTAL 1,200,000,000 128,571,428

It is the Company’s policy to net off share

NFRS.

issue expenses with the capital collected under



13. Reserve & Surplus

Annual Report 2019-20

Particulars As at 315t Ashad 2077 | As at 31%* Ashad 2076
Retained Earnings 48,067,406 (67,794,884)
TOTAL 48,067,406 (67,794,884)

14.1

14. Employee Benefits

The company provides employee benefits in accordance to its by-laws in compliance with
the local laws and regulations. The employee benefits are classified as current benefits and

post-employment benefits.

Current Employee Benefits

Current period Employee benefit costs are as follows:

(Amount in NRs.)

Particulars For the Year 2076-77 | For the Year 2075-76
Salary 15,117,660 16,520,503
Wages 3,249,969 5,308,970
Allowances and Benefits 1,777,833 1,759,557
Overtime Allowance 322,034 -
Provident Fund 896,736 901,967
Leave Encashment - 102,901
Employee Insurance 669,355 694,376
Medical Benefits 11,565 -
Bonus 2,346,392 -

Total 24,391,544 25,288,274

Bonus to staff is provided @ 2% of Net Income.

14.1.1 Others
Staff Loan facilities: The Company does not provide loans to its staffs.

15. Income Tax
The company has adopted the policy of accounting and reporting tax related elements of
Financial Statements in accordance with NAS 12 and it represents current tax and deferred
tax for the year.
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15.1 Current Tax

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

The company has been granted 100% tax holiday for 10 years and 50% tax holiday for
subsequent 5 vyears after that starting from the date of generating electricity for
commercial purpose i.e. 2075-12-19 BS (2019-04-02 AD) by the tax authorities under
Income Tax Act, 2058.

15.2 Deferred Tax

Deferred Tax is the tax expected to be payable or recoverable in future arising from:

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

b. Unused tax losses and/or
c. Unused tax credits.

Currently, The Company has not recognized deferred tax due to its accumulated loss as it is
estimated the difference due to unabsorbed losses will be recovered within 10 years' time
(tax holiday period).

16 Financial Instruments: Financial Liabilities
A financial liability is any liability that is:

a) Contractual obligation:
(i) To deliver cash or another financial asset to another entity; or
(ii)To exchange financial assets or financial liabilities with another entity under
conditions that are potentially unfavourable to the entity; or

b) A contract that will or may be settled in the entity’s own equity instruments and is:
(i) A non-derivative for which the entity is or may be obliged to deliver a variable
number of the entity’s own equity instruments;

or

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



Annual Report 2019-20

Financial Liabilities under NAS 39 are to be classified as Fair Value through Profit or Loss
(FVTPL) and those held at Amortised Cost. Currently the company holds retention
deposit amounts that required to be recorded at amortised cost.

16.1 Trade and Other Payables

Trade and other payables mainly consist of amounts the Company owes to suppliers and
government authority that have been invoiced or are accrued. These also include taxes
due in relation to the Company’s role as an employer. These amounts have been initially
recognized at cost and it is continued at cost as it fairly represents the value to be paid

since it does not include interest on payment.

Detail schedule of trade and other payables is as follows:

(Amount in NRs.)

Particulars As at 31t Ashad 2077 As at 31t Ashad 2076

Retention Money 2,205,412 30,859,798
TDS Payables 97,872 236,970
Payable to employees 3,488,629 1,183,037
Other Liabilities 82,170,310 63,508,972
TOTAL 87,962,223 95,788,777

16.2 LongTerm Loan

MHPL has obtained long term loan for project construction from Consortium Bank

Financing.

Amount owed by the Company to the Financial Institutions in relation to the loan is as

follows:

Particulars

Prime Commercial Bank Limited

Nepal Bank Limited

Prabhu Bank Limited

Lumbini Bikas Bank Limited
Rastriya Banijya Bank Limited
Sunrise Bank Limited

Hydroelectricity Investment & Development Co. Ltd.

Global IME Bank Nepal Limited

Shangri-La Development Bank Limited

Total

As at 31% Ashad 2077

749,485,600
379,637,200
284,735,000
284,734,999
237,276,801
237,276,800
189,818,600
189,818,600
94,916,400
2,647,700,000

As at 31% Ashad 2076

776,897,608
395,411,200
296,560,100
296,560,000
247,132,800
247,132,800
197,705,600
197,705,600
98,854,400
2,753,960,108




16.3 Short Term Portion of the Term Loan
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Particulars

Prime Commercial Bank Limited
Nepal Bank Limited

Prabhu Bank Limited

Lumbini Bikas Bank Limited
Rastriya Banijya Bank Limited
Sunrise Bank Limited

Hydroelectricity Investment & Development Co. Ltd.

Global IME Bank Nepal Limited
Shangri-La Development Bank Limited
Total

As at 31% Ashad 2077

31,152,000
15,774,000
11,825,000
11,825,000
9,856,000
9,856,000
7,887,000
7,887,000
3,938,000
110,000,000

As at 31% Ashad 2076

9,062,400
4,588,800
3,440,000
3,440,000
2,867,200
2,867,200
2,294,400
2,294,400
1,145,600
32,000,000

17 Revenue

Particulars For the Year 2076-77 For the Year 2075-76
Revenue from Sale of Electricity 547,580,280 92,576,473
Total 547,580,280 92,576,473

18 Expenses

18.1 Administrative Expenses and Other Operating Expenses

(Amount in NRs.)

Particulars For the Year 2076-77 For the Year 2075-76
Audit Fee 141,250 113,000
Audit Related Expenses 28,882 20,770
Communication Expenses 414,232 79,311
Fooding and Lodging 530,857 82,300
Fuel and Lubricants 314,004 714,005
Gratuity Expenses - 1,391,808
Guest Expenses 478,608 61,050
Insurance Expenses 6,650,742 2,214,698
Insurance Vehicle 45,856 6,299
Leave Allowance - 102,901
Legal Expenses 7,569 80,230
Local Conveyance Expenses 30,732 5,150
Maintenance Expenses 884,874 248,593
Meeting Allowance 125,647 15,000
Meeting Related Expenses 45,488 21,380
Miscellaneous Expenses 10,490 375
NEA charges and Fee 3,087,564 1,544,098
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Newspaper Expenses - 16,000
Printing and Stationery 185,348 46,532
Professional Fee 116,390 293,800
Rent Expenses 534,666 103,111
Repair & Maintenance 22,349,360 1,715,891
Retainer Fee 1,300,000 340,000
Royalty 13,098,029 2,351,080
Security Expenses 1,681,440 476,408
Share Related Expenses - 173,732
Site Office Expenses 1,871,000 520,200
Site Office Procurement 188,635 294,969
Site Visit Expenses 52,125 87,545
Social Contribution 828,996 470,800
Staff Expenses 18,125,828 4,579,229
Staff Health Insurance 669,355 158,017
Training Expenses 5,290 33,900
Transportation Expenses 69,416 167,620
Travelling Expenses 297,500 107,500
Utilities Expenses 865,777 142,425
Vehicle Expenses-Tax 35,605 122,640
Wages 3,249,969 1,233,917
Bonus 2,346,392

Consultancy Fee 396,014 -
Forestry Related Expense 343,096 -
TOTAL 81,407,025 20,136,284

18.2 Finance Charge

(Amount in NRs.)

Particulars For the Year 2076-77 | For the Year 2075-76
Agency Fee 2,758,000 810,247
Bank Charges 146,594 4,662
Interest Expenses 289,965,196 92,847,299
TOTAL 292,869,790 93,662,207

19 Other Income

Particulars

For the Year 2076-77

For the Year 2075-76

Insurance Claim

82,001,216

TOTAL

82,001,216
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Earnings Per Share (EPS)
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Earnings per share has been disclosed on the face of ‘Statement of Profit or Loss and Other

Comprehensive Income’.

Proposed Dividend

The Board of Director has proposed dividend to shareholders of the company for the Fiscal
Year 2076/77 at Rs. 4 per share subject to the approval at the annual general meeting. This
has not been recognised as a liabilities as at balance sheet date.

Related Parties

The Company identifies the following as its related parties:

Particulars Amount in NRs. Relation
Nilgiri Khola Hydropower Co. 69,078,391.00 Significant
Langtang Bhotekoshi Hydropower Co. P. Ltd. 3,000,000.00 Significant
TOTAL 72,078,391.00

22.1 Parent

22.2

Himalayan Infrastructure Fund Limited (HIFL) controls the Company through majority
control in its Board of Directors.

No any transactions took place with the parent company during the year.

Directors and their Relatives

The Company has 3-membered Board of Directors (BoD) appointed under the provisions
of Companies Act 2073. The Company has not conducted any other transaction with

directors or their relatives during the financial year 2076/77 (2019/20).

Transaction with BoD of the Company for the year 2076-77 is as follows:

Meeting

Other

S.N Name of BoD Role/Position | Allowance | Compensation Balance at Remarks
Year end
(NRs.) (NRs.)
Mr. Maheshwor Prakash Shrestha | Chairman - - -
Mr. Shivanth Bahadur Pande’ Director - - -
Mr. Tian Jiayuan Director - - -
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22.3 Key Management Personnel And Their Relatives
The Company considers its Chairman, Project Manager (PM) to be Key Management
Personnel. The company has not conducted any transaction (other than payment of
employee benefits) with the Key Management Personnel or their relatives during the
year.
Key Management Personnel compensation comprised the following:
S.No. Name Position Total Salary | Balance at Remarks
Paid (NRs.) Year end
1 Maheshwor Prakash Shrestha Chairman N/A - | N/A
2 Deepak Kumar Sah Project Manager | 1,600,000.00 - | N/A
3 Samir Giri Project Manager 540,000.00
22.4 Employee Retirement Benefit Plans
The Company considers a retirement benefit plan to be a related party if the entity is a
post-employment defined benefit plan for the benefit of employees of either the
Company or an entity related to the Company. As the Company has not made any
investments with respect to the liability on account of defined benefit obligation, it does
not have any related party with regards to Defined Benefit Plan.
22,5 Other Matters

The Company has not entered into any related party transaction except those
mentioned above.

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

The Company has only one reportable operating segment (both in terms of geography and
products) and therefore, identification, classification and disclosure of separate reportable
operating segments in accordance with NFRS 8 is not disclosed separately.
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24 Contingent Liabilities and Commitments

24.1

Contingent Liabilities

A contingent liability 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 recognised 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 discloses contingent liabilities unless the possibility of an outflow of
resources embodying economic benefits is remote. Followings are the details of contingent
liabilities which has the possibility of outflow of resources:

The company has not identified any contingent liability for the year.

25 Impact of COVID 19 on financial statements

The Government of Nepal had announced complete lockdown from March 24, 2020 (F/Y
2076/77) onwards to control the spread of COVID-19 pandemic in the country. The
management has assessed the effect of lockdown and is of the view that the lockdown did
not have significantly impacted sales and profit for the current year. The spread of COVID-
19 pandemic has severe impact on global economies including Nepal where businesses
were being forced to cease or limit operations resulting in an economic slowdown.
Although, the Government has responded with monetary and fiscal Interventions to
stabilize the economic conditions, there is not much relief available to the Company as on
date of issue of these financial statements. Further, the company has assessed its ability to
continue as a going concern and reached to a conclusion that there is no significant risk of
going concern in near future in view of company’s sound financial health.



