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INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF
MADHY A BHOTEKOSHI JALVIDYUT COMPANY LIMITED

Report on the Audit of the Financial Statements

Opinion

We have audited the financial statements of Madhya Bhotekoshi Julvidyut Company Limited.
(the “Company"), which comprise the Statement of Financial position as at Ashadh 31, 2078,
Statement of Profit or Loss Account and other comprehensive Income, Statement of the Cash
Flow and Statement of changes in equity and for the vear the ended, and notes to the financial
statements, including a summary of significant accounting policies.

[n our opinion, the accompanying lnancial staterents present fairly, in all material respects, the
financial position of the company as at Ashadh 31, 2078 and its financial performance and its
cash flows for the year then ended in accordance with Mepal Financial Reporting Standard
(NFRS).

Basis for opinion

We conducted our audit in accordance with Nepal Standards on Auditing (NSAs). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are independent of the company
in accordance with the JCAN’s Handbook of Cede of Ethics for Professional Accountants
together with the ethical requirements that are relevant to our audit of the financial statements in
Nepal, and we have fulfilled our other ethical responsibilities in accordance with these
requirements, We believe that the audit evidence we have obtained is suflficient and appropriate
to provide a basis for our opinion,

Responsibilities of Management and Those Charged with Governance for the financial
statements

Management is responsible for the preparation and fair presentation of financial statements in
accordance with Nepal Accounting Standards, and for such internal control as management
determine is necessary to enable the preparation of financial stalements 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 concemn basis of accounting unless management either infends to liquidate
the company or o cease operations, or have nao realistic alternative but to do so,

Those Charged with Governance are responsible for overseging the Company’s [inancial
reporting process.

Key Audit Matters
Key audit matters are those matters that. in our professional judgment, were of most significance




and we do not provide a separate opinion on these matlers, We have determined the matter
described below to he the key audit matter to communicate in our report.

Key Audit Matters The Risk Audit Procedure
involved
Due to various factors like As  per the PPA Our audit procedures
COVID-19, flood and Agreement-latest performance includes following
other many  procedural revision (Cost Version), 1. Rewiew of the contracts
delays and complexity of the COD starts from 14t including revised
the project, Commercial Manrgsir 2078, But, conracts for extension
Operation Date (COD) of project s not in the of dates and Power
the project h:]m been ?:rndilil{:n o start COD Purchase
extended multiple times. rom this date due (o . -
Accordingly, contract which IDC  (Interest ;gf&?fgﬁi;g;,
with contractors has been Direct Cost) & Other e g3
revisediextended. As per Costs associated with the Authority) including
the latest amendment in project may be increased ]“t“ft a“‘““dmf:m'
PPA  agreement with which  will  increase 2. Review of project stats
Nepal Electricity Overall Project Cost. report prepared by the
Authority COD  af the Moreaver, the company technical professional.
project will start from 145 will get less numbers of 3. Site inspection to
Mangsir 2078, price  increments  ag ascertain whether the
mentioned in clause no. project is actually at the
12.1 of the PPA, stages shown by the

project status reports,

Auditor’s responsibilities for the audit of the financial statements

Our pbjectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and (0 issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is nota guarantee that an audit conducted in accordance with NSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material it, individually or in the aggregate, they could reasonably be expected 1o influence the
economic decisions of users taken on the basis of these financial statements.

Further report on other and legal Requirements

On the basis af our examination, we would like to report thai;

The Statement of Financial position as at Ashadh 31, 2078 corresponding 15" July.2021and
Statement of Profit or Loss Account and other comprehensive Income, Statement of Cash Flow
and Statement of changes in eyuity and for the year the ended, and notes to the financial
statements deal with by this report are prepared in accordance with Nepal Financial Reporting
Standard (NFRS).

Company Act 2063, and in agreement with the books of account maintained by the company.




i} We have obtained all the information and explanations, which to the best of our knowledge and
belief were necessary for the purpose of our audit;

ii) In our opinion, proper books of accounts as required by law have been kept by the company so
far as it appears from vur examination of such bocks of accounts:

iii) In our opinion, the Balance Sheet, locome Slatement and Statement of Changes in Equity dealt
with by this report are in agreement with the hooks of accounts;

I¥) Lo the hest of our information and according to explanation given to us und from our examination
of the books of account of the company necessary for the purpose of our audit, we have not come
across cases where the board of directors or any representative or any empleyee of the company
have acted contrary (o the provisions of laws relating to accounts or committed any
misappropriation or caused any loss ur damage 10 the company,

UDIN: 211124CAD0113vpQif

Date : 2078/08/08
Place : Kathmandu



Madhya Bhotekoshi Jalavidyut Company Limited
Statement of Financial Position
As at 31st Ashadh 2078 (15th July 2021)

NRs._
2078.03.31 2077.03.31
Febalia e (15.07.2021) (15.07.2020)
Assels
Nom Current Assets
Property, Plant and Equipment 1.1 480,936,154 488,188,860
Cupital Work in Progress 1.2 0.388,251.011 7,608, 530,730
9,869,187,165 §,186,728,599]
Current Assets
Investments 2 230,000,000 250,000,000
[nventory 3 204,190 238416
Prepayments 4 4,344,448 £03,114
Advances. Deposits and Other Assets LA 452,708,908 917,848,090
Cash and Cash Equivalents 312 121,151,763 135,235,030
Total Current azsets 828,569,399 1,304,125,559
Total Assets 10.697,756. 564 D‘ﬁn&lisy
Equity and Liabilities
Equity
Share Capital ] 4, 500,000,600 4,500,000,000
Retained Earnings 7 (287,227 447) (232.526,701)
Total Equity 4,212,772 553 4,247,473,299
Man Curreat Liabilitics
Other Moa Current Liakilities
Long Term Loans 10 6,247,558.723 3,009,648, 1 By
Provisions 11 2,314,457 2,357,746
6,249.873,180 5,012,005 833
Current Tinhilities
Trade and Other Payables 524 235,110,830 211,374,627
Total Liabilities h 484 984011 5,243, 380,860
Total Equity and Ligbilities 1 63400854159
—
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Date : 2078/08/06 (22" November 2071)

Place: Kathmandu, Nepal



Madhya Bhotekoshi Jalavidyut Com pany Limited
Statement of Profit or Loss and other Comprchensive Income
From 1% Shrawan 2077 fo 31" Ashadh 2078
(16" July 2020 to 15™ July 2021)

MWis.,

Particulars Motes

FY 20774078
@u2021)

{2019

FY 2076/077

/20)

Income
Revenue from Sale of Electricin

Expenscs
Administrative and Other Operating Expenses 8,13
Drepreciation 1.1

Operating Profit! (Losg)

Firance Income i4
Other Ineome 12
Finanve Charge 16

Frofit/ (Loss) before Tax

Less: Tax
Current Tax 9
Deferred Tox Income (Expense) 9

28,314,197
715,048

{29,029,245)

8,083
{5,670,584)

(34,700,745)

29,415,970
912,033

(30,328,004)

210,608
{24,913,927)

{55,031,322)

|Met Frofitd ll_.n\ss! For the Year

(34,700,745)

(35,031,312)

Earnings Per Share
Basic (Met Profiti Loss)/Share Capital 17
Driluted

Other Comprehensive Income:

Changes in revaluation surplus

Aetuarial Gain {Loss) o remeansurements of defined
benefit plans

CGainy and Losses on (inancial assets measured at feir
value through other comprebensive inceme

Income Tax relating to items that will not be reclassifisd
Oiher Comprehensive Income for the Year

{0.77)
(0.77)

(1.22)
(1.22)

Total Comprehensive Income

(34,700,745)

(55,031,322
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Date : 2078/08/06 (22" November 2021)
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Madhya Bhotekoshi Jalavidyut Company Limited

Statement of Cash Flows
For the year ended 31st Ashadh 2078 (15th July 2021)

MEs.
2078030 0773031
g (15.07.2021) (15.07.2020)
Cash Flow from Operating Activities
Profit before Tax (34,700,745) (55,031,122)
Adjustments
Depreciation £,095,609 0,449,880
Income froem Investment and Bank Deposit . .
Finance Charge 5670 584 24,913,927
Share isue expenses of previous year 5 .
Movements in Working Capital
{Increase)/Decrease in Inventory (35,774 135,788
(IncreaseVDecrease in Prepayments (3,541,334 (268,183)
Uncrease)Devrease in Advanees, Deposits and Other
Receivables 463,049,092 (36,173,254)
Increases Decrease) in Provisions (43,289) 48,128
Inerzased Decrease) in Trade anf othe: payuble (1,543,681 Ad,a31,132
Ilncome Taxes Paid - .
Total Adjusiments 473,260,207 63,337,218
Net Cash flow from Operating Activities (A) 438,559,462 8,305,894
Cash Flow from Investing Activities
[nercase in Property, Plant and Equipment (R42.903) (1,209,007.49)
[ncrease in CWIP {1,689,711,272) (1.981.091,823.95)
Proceeds Irom Sale of Asset
Decreaze/ (Increase) in livesunent - §20,000, 000
Income from Investment and Bank Deposit - s
Net Cash Flow from Investing Activities (R) (1,690,554,175) (1,062,300,831)
Cash Flow from Financing Activities
Inerease! (Decraase) in Capital - -
Increase’ {Decrease) in Long Term Bomowings 1,237.910,526 1,114,340, 886
Net Cash Flow from Financing Activities { C ) 1.237.910.536 1,114,340,886
Net Increase in Cash (A+B+C) {14,084,176) 60,345,951
Cash at Beginning of the Year 135,235,940 74,885,988
Cash at the End of the Year 121,151,763 135.235.9410
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Subhash Kumar Mishra
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Drate : 20780806 (22" Movember 2021)
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Madhya Bhotekoshi Jalavidyut Company Limited

Statement of Changes in Equity

For the year ended 31st Ashadh 2078 (15th July 2021)

NRs,
Particulars Share Capital “Retained Earning Total
Opening Balance as on 1st Shrawan 2077
(15th July 2020) 4,500,000, 000 (252,526,701) 4,247,473,299
Adjustments
Adjusted Opening Balance 4,500,000,000 {252,526,701) 4,247, 473,299
Reveipt of Call Amount of Equity Shares - -
Met Profit after Tax (34,700,745) (34,700,745
Adjustments - -
Closing Dalance as on 315t Ashadh 2073
(15th July 2021) 4,500,000,000 (287,227,447} 4,212,772,553
2
iy P T tenafannaidi b didivennnrrnn sassssariserdiiigrrananianas
Hara Rdj Neupane Dhurba Bhattarai Tulasi Ratn Dhakal
Chairman Member

Sibhash Kumar Mishra
Member

-Pharshuram Pandey
Chief Tinance Officer

Date + 2078/08/06 (22™ November 2021)

Place: Kathmandu, Nepal
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Madhya Bhotekoshi Jalavidyut Company Limited
Notes to the Financial Statements

Note: 1.2: Capital Work in Progress

For the year ended 31st Ashadh 2078 (15th July 2021)

Note 1.2.1: Capital Nature

MRs.
2077.03.31 Addition Darving | Transferred 2078.05.31
ol (50720200 | theVear71:78 | wPPE | (15072001)

Disteihution Line 3073 - - 2,736,073
Fesidential Bullding (Camp Facilities) 690,342 - - 600,342
Initial Project Expenditure (Drilling) 1,993,654 . " 1,993,654
[nitial Project Expenditre (Exploisive Management) 26,977 90h - - 26,977,006
Test Adit 42,742 667 - = 42,742,667
Driversion Tunnzl 185,342 191 - 185,342,191
Core Dirilling 1,733,700 - - 1733700
Other Civil Work 2t Site 1E07 249 - 3602240
Camp Protection Worls 19,261,213 - - 19.261,213
Contractor Site office and Storage Construction 463,725 601 - 4 463,725,601
Main Civil Work 31E,339.572 - - 608,339,572
ME 1to 16 Hydromechanical Parts - 3,362,701 - 3,352,701
Powerhouse Equipments and Machinery 1,390,085,329 35,183,180 - | 425 262 500
Powerhouse Conatruetion Snpport Waork 72,962,516 336,393,318 - 409,355,834
Headrace Tunnel Woik 1, 168,603 845 - - 1,168 603 K45
Headrace Tunnel Supporting Wark 321,231,960 - - 321,231,960
Tunnel 3 excavation work 116,418,140 - - 11a 418 140
Excavation waork at Tntek 40,527,541 41,716,755 - 82244 296
Tranamission Line Work 10,464,548 18,685,624 - 150,174
Fxcavation ware 40,113,144 ¥ 3 40,113,144
Conerete and Decender 442,418,352 550,853 R05 - 993,252 187
Ceiling element cul off wall board complete 16,178,426 - - 16,178,420
Feasibility Swdy Cost 2 A58 53K - - 2858538
Consulting Expenses 05,978,276 87,192,373 - 133,170,650
Social Development Expenditure 1,941,650 - - 1,941,650
T Taotal 5,646,927,303 1,073,367,758 - 6,720.295.261

Y &




Madhya Bhotekoshi Jalavidyut Company Limited
Notes to the Financial Statements
Note: 1.2: Capital Work in Progress
For the year ended 31st Ashadh 2078 (15th July 2021)

Note 1.2.2: Revenue Expenses at Project OfTice NRs.
1S 20770331 Addition During | Transferred | 2078.03.31
(15.07.2020) the Year 77-78 te PPE (15.07.2021)
Salary 123,996,175 19,547,633 . 143,543 80%
Wages 7,419,155 552,063 . 7,971,218
Allowanee and Fac:lities D0.658.114 [4,187,293 - 115,845 507
Oriertime Allowance 11,065,235 2525024 - 13,500.279
Employes Frovident Fund 1,236,908 2,060,206 12,297,113
Employea Leave Expenses 6,402,314 1,374,792 - Efrice s B
Contribution to Gratuity Fund 283,40 103,717 - 3¥T.118
Mepal Electrizity Authority Chverliezad 11,816,259 1,945 504 - 13,761,855
Emplovee Insurance 670,396 443,681 - 1.114.077
Medical Expenses 8.229.945 1.647 448 0,877,444
Weter and Electrizity 3,239,383 636,069 - 3875451
Consubiancy Capenses 15,516,394 1,184,720 L 16,501,144
Dther Serviess 10,441,961 L210,700 - 11,653,661
Eepair - Civil 6473 871 053,557 - 7,387 428
Repair - Vehicle 13,045,741 2,060,306 - 15,106,047
Faepair = Other 1178 0095 140,288 - 1,318,383
Porwer 20,106,762 2,214,041 - 22,321,403
Mob(l and Lubricant 1,704 61% T1,527 - 1,776,145
Other Expenses related 10 Vahicle 921692 - - 92,602
Rental Expenses - Building 7,324,011 158,738 - TA83,64%
Rental Expenses - Land 30,020,094 3.850.270 “ 35,870,372
Oither Kent 119,453 = - 112,453
Renewal Expenacs - Vehicle 0,506,582 S007S - 7,008,057
Insurance 4,746,285 843,088 - 3589373
Telephone and Internet 4,437,732 749 334 3 5,166,958
Legal Expenses 198,423 282,500 . 480,923
Audit Expenses 108,350 i, 170 £ 174,520
Transpartation Expenses 2,104,211 = - 21211
Travelling Expenses 2971505 162,300 3,133,807
Training 662,382 392,525 - 1054807
Printing Expenses 2517 0 50,706 = 2,395,006
Newspaper and Magazine 178,350 - - 178,350
Hutice Expeenses 4,803,088 130 865 - 4,942,954
Meeting Allovance 1,128,150 146, 00D - 1,374,150
Meeting Management Expenses 63,714 7,500 - 71,214
Compensation Expenacs 17,902,070 2,958 - 17,965,028
Ohther Expenses 5,710,650 256,713 - 3,567,363
Interest Expenses L 300,060, 347 509,603,288 . 1,309.663,635
Hank Charge 4,195 628 187,733 - 4,383,381
Bunk Eerviee Charge 1,742,700 1R, 000 - 0,542,700
Share Issuz Expenses . - - .
Depreciation 70,041 430 7,380,561 ; 77,421,992
Relizf and Reseine Fxpenses 3319,123 - . 3,319,123
Foreign Exchange Loss 6.586 & | 6,586
Ciest expenses - - - ,l' -
Donation 0 / 5
Cereponial Expenses . - - -
C3R Expenses 223,334,744 34,883,831 - / 258,218,575
Total 2,051,612,236 616.343.514 - /[ 2,667,055,750

Al /(/’""/
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Madhya Bhotekoshi Jalavidyut Company Limited
Notes to the Financial Statements

Note 1.2: Capital Work in Progress NRs.
IM'E 03.31 2077.03.31
ot i {15.07.2021) (15.07.2020)
Capital Expenditure 6,720,295.261 5,646,927 503
Revenue Expenditure 2,667,955.730 2,051,612 236
Total 9,388,251,011 7,698,539.739
Nate 2: Investments NRs,
; 2078.03.31 2077.02.31
s Acilars (15.07.2021) {15.07.2020)
Fixed Deposits to different BFls 250,000,000 250,000,000
Total 250,000, 0410 250,000,000
Note 3: Inventories NRs.
3 . 2078.03.31 2077,03.31 r,"s
: yartculs (15.07.2021) (15.07.2020)
Miscellaneous Store-Central Office 204,702 186,329
Miscellaneons Store-Praject Office 60,488 52,087
Total 274,190 238416
Note 4: Prepayments NRs.
; : 2078.03.31 2077.03.31
st (15.07.2021) (15.07.2020)
Prepaid Insurance 317,598 &03,114
Share [ssuc Expenses 4,026,850 -
Total 4,344,448 803,114
Note §.1.1: hﬂvnnws, Deposits and Other M:tts INHS.
: - 2078.03.31 2077.03,3 T
Particulars (15.07.2021) usm.mc}i o
Advances
Emplayee Loan/Advances 2,580,540 1,229,504
Advance Tax (on Bank Interest) 26,028,651 21,782 564
Andrilz Hydro 123,382,322 131,754,308
Guangxi Hydroelectric Construction Bureau 275,705,860 738,919,517
Urza ACIV 0,424,870 6,879,870
Sub-total 434,122,243 903,565,563
Deposits
Deposit 14,022,750 13,305,250
Sindhupalchok District Office 977,277 077,277
Others 3,676,728 - A
Sub-total 18,676,755 14,282,
Other Assels |
Deferred Share Issue Expenditure - b
Sub-total - -
Grand Total 452,798,998 917,848,090
@w?” ~
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Madhya Bhotekoshi Jalavidyut Company Limited
Notes to the Financial Statcments

Note 5.1.2: Cash and Cash Equivalents
Balance With Banks

MNRs.
2078.03.31 2077.03.31
L (15,07,2021) (15.07.2020)
Everest Bank Lid 13,395.030 1,775,008
Mepal Investment Bank Lid 3,295,174 16,968,027
Himalayan Bank Ltd 4,075,480 2972822
Sanima Bank Ltd 100,386,079 113,519,992
Total 121,151,763 135,235.939
Note 6: Equity Share Capital NRs,
¥ _ . 2078.03.31 20770331
i B i (15.07.2021) gauunzlﬁ
Authorized Capital
621,00,000 Shares @ RS 100 each 6,210,000,000 6,210,000,000
Issued Capital
600,00,000 Shares @ Rs 100 each 6,000,000,000 6,000,000,000
Paid Up Capital
450,00,000 Shares (@ Rz 100 each 4,500,000,000 4,500,000,000
Total 4.500,000,000 4,500,000,000
Note 7: Retained Earuings NRs,
Wl eE TR, 2078.03.31 217.03.31°
Bt Faneulaee (15.07.2021) (15.07.2020). -
Opening Balanee {252,526,701) (197,495 3?9}
Adjustments for NFRS - -
Opening Balance (Restated) {252,526,701) (197,495,379)
MNet Profit atter tax (34,700,745) (55,031,322)
Closing Balance {287.227 447) (252,526,701)
Nuoie 10; Lung Term Loans NRs,
: 2078.03,31 2077, (B,.EL
- s (15.07.2021) (15.07.2020).
Employee Provident Fund 4,277,080,000 3.557,080,000
[nterest payable on Loan 1,970,478,723 1.452,568,186
Tatal 6,247,558,723 =,009,648,186
MNote 11: Provisions MRs.
I 2078.03.31 2077.03. 31,51
il e (15.07.2021) (15.07.2020)
Employee Leave Provision 2.314.457 2,357,746
Total 2,314,457 | 2,357,746
Note 5.2.1: Trade and Other Pavables NRs.
! ' 2078.03.31 2077.03 31,1
: e i (15.07.2021) (15.07.2020
Retention Money 230,360,096 172 506:’,3
Sundry Payables 4,723,440 £8 293-344 Vi
Payvable to emplaoyees 16,844 53 {}B
Other Liabilities 10,450 525761
231,374,927

: Total . 235,110,830
}'4?@3._ ./%‘“fo 'f ?@@ !
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Madhya Bhotekoshi Jalavidyut Company Limited
Notes to the Financial Statements

Note 13: Administrative and Other Uperating Expenses NRs.
' o FY 2077078 | FY 3076077
-. FAER 202021) .mmmg;.
Salary 6,540,336 6,761,580
Wages = 300
Allowances and Benefits 6,503,117 6,931,090
Overtime Allowance 871913 776,456
Provident Fund 591,078 76,158
Leave Encashment 536,601 602,334
Employee Insurance 135.540 32,149
Medical Benefits 573.865 356,261
Other Services T40.579 740,579
Water & Electricity 188,689 202,835
Fuel 829340 673,401
Consultancy Service - 62,150
Other Repairs 179,002 113,048
Mobile & Lubricants 51,167 51,779
Repair - Vehicles 10,637 411,130
Repairs - Civil - -
Insurance 86,228 34.694
Licernse Fee 102,293 93,200
Postage and Courier - 4,510
Telephcne 262,546 202,146
Corporate Development Expense - =

Training 384,338 9.040
Legal Expenses 495 668 478 668
Prining and Stationery 142,617 186,302
Magazine & Newspaper 60,444 95,693
Advertisement 230,064 132,500
Annual Functions and Waorkshop 21,871 51,816
Guest Entertainment 272,155 289,662
Other Expenses 255 804 228,335
Meeting Allowance 1.050,500 472,000
Meeting Management Expense 703,598 648,956
Travel 31,080 1080
Bank Charges & Commission 782,515 4.489
Director Allowance 1,735,000 1,240,000
Audit Fee 370,540 355,950
Audit Expense 134,109 172,731
House Rent 2,108 880 2,045,040
| Financial Assistance, Donation and Prizes 17,100} 150,000
Share issuc expenses - 2,852,700
Other Site Expenses 394,072 484,015
Total 28,514,197 29,415,970




Madhya Bhotekoshi Jalavidyut Company Limited
Notes to the Financial Statements

Note 14: Finance Income NIs,
ry FY 2077/078 FY 2076/077
Farticulars 202021) (2019/20)
Interest Income - -
Total .. g
Mote 15 : (Mher Income I\'Rs
Fardenians (202021) aonone
Other Income 8,083 210,608
Total 8,083 210,608
Mote 16: Finance Chargc
A T Sl B AL S FY 2077/078
Finance Charge for Retention Deposit 5,679,584 24,91 3 92?
Total 5,679,584 24,913,027
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Madhya Bhotekoshi Jalavidyut Company Ltd.
Maharajgunj, Kathmandu

Explanatory Notes FY 2077-78 (2020/21)

I.  General Information of the Company

Madhya Bhotekoshi Jalavidyut Company Lid (MBJCL or the Company) was incorporated in 2067
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 i Public Limited Company.

Chilime Hydropower Company Limited (CHPCL) holds majority ownership with 37%
shareholding. Remaining 63% sharcholding is from Nepal Electricity Authority (NEA), four local
companics, Local Public of Project Affected District, Depositors of EPF, Employees of Promoter
companics & EPF, and General Public,

The detailed structure of Equity of the Company is given as below:

Lacals of Project Emplovees of Employees of EPF,
Afllected Disirict,, Promoter Companics - 1%

1% \J.&U% \
Depositors of EPF, Rl

S SREE LS
19,5086

Chilime Hydropower
Co. Ltd., 37%

i
Mepal Electrietity
Authority, 100 |

Qenecal Publlic; 15%_—"

v Sindbisalchionwk
Sindhu Bhotekoshi " Hv-uruL;:Prfmr Co.

Hydrapower Lid., 1% Nepal Arniko Ltd., 1%

Hydropower Led., 1% "LSmdhu Investment
Co, Pvt Lid,, 1%




The company is handling the project of Middle Bhotekoshi Hydroclectric Project (MBKHEP) with
102 MW installed capacity power plant. The construction of project was started on February 11,
2014 (2070/1(/2R). The project is located in Barhabise Municipality & Bhotekoshi Guunpahk& It
has entered into an agreement with NEA for bulk electricity supply at rates agreed upon in Power
Purchase Agreement (PPA). The annual energy generation from the plant is estimated to be
approximately 542,297,900 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 and is approved by the 258" Meeting of Board of Directors held on 2078/08/06 (22"
November 2021) and have been recommended for approval by sharcholders in the 10™ Annual
General Meeting.

3. IFRIC 12 Considerations

The company has considered applicability of IFRIC 12 Service Concession Agreement, issued by
International Accounting Standard Board (IASB) for preparation and presentation of financial
statements. Madhya Bhotekoshi Jalavidyut Company Ltd. (MBJCL), after due consideration has not
applied IFRIC 12 while preparing these financial statements on the following grounds:

a. The company sells electricity to Nepal Electricity Authority (NEA) at price independent of
the price charged by NEA to general public, NEA for the ultimate sale of electricity is bound
by the rates determined by Electricity Tariff Commission set up by the government, whereas
NEA purchases electricity on the basis of different commercial agreement with the power
producers. Electricity Tariff Commission does not determine the rate at which NEA
purchases or has to purchase from the power producers. There have been instances where
the rates charged by NEA to the general public is lower than it paid to some of the power
producers.

b. The license agreement with Department of Electricity Development (DoED) for Middle
Bhotekoshi Hydroelectric Project being developed by MBICL does not obligate the
cumpany (o sell electricity 1o NEA or any specific buyer.

¢. The company does not receive any specific concession for the use of the natural
resource. The company has to pay to the government for the use of the natural resources in
the form of royalty,

The company under Power Purchase Agreement (PPA) sells energy to NEA and not directly
o the general puhhc




e. Though the project is to be transferred to the government at the end of the licence period the
legal title of the project is with the company, including the control of access to the project

site. In addition, the company has right to pledge the assets as lien for availing finances
from financial institutions.

4. 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 NMepal as effective on September 13, 2013,

The relevant financial and disclosure impacts have been detailed and disclosed in relevant seclions.

A number of new standards and amendments to the existing standards and interpretations have been
issued by IASB after the pronouncements of NFRS with varying cffective dates. Those only
become applicable when ASB Nepal incorporates them within NFRS.

5. Accounting Convention

The Financial Statements have been prepared on a historical cost convention excepl 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,

6, 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. _
o
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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,

Eamnings 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 heen prepared using indirect method and the activitics 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 07.

Statements of Changes in Equity
The Statements of Changes in Equity has been prepared disclosing changes in each elements of
equity.

7. 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
cxpenses,

Specific accounting pulicies 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 tn make estimates
and assumptions that affect the reported amounls of assets and liabilities and disclosure of
contingent assets and liabilities at the date of Financial Statements and the reported amounts of
revenue and expenscs during the reporting period.

Management has applied estimation in preparing and presenting the Financial Statements. The
estimates and the underlying assumptions arc 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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Motes

1. Property, Plant and Equipment

Property, Plant and Equipment (PPE) are those tangible nssets used for generation and supply of
energy, for administrative purpose or for rentals to others, These are recognised as PPL, if and only
if it 1s 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 aceumulated depreciation and accumulated impairment
losses, if applicable.

Caost

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 he 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
arc 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 be recognised.

Depreciation
The management has estimated thal 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 cquipment are depreciated in full in the vear of acquisition.

If an item of PPE consists of several significant components with different estimatad 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 diffcr from previous estimates, changes are made in the estimates and
are accounted for as a change in accounting cstimates in accordance with NAS 8.

If the management considers the assets have an indefinite uscful 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 obsclescence, are derecognised whenever identificd. On disposal of an item
of PPE or when ne 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
ditference between net disposal proceeds, if any, and the carrving amount of that item and is
recognised in the Statement of Profit or Loss.
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1.1 Change in Classification, Useful Lives and DNepreciation Method

1.1.1 Re-classification

Assets have been reclassified wherever required for compliance with NFRS. Capital work in
progress, are assets that arc in the process of construction or installation have been reported under
PPE without charging depreciation. These were previously being shown separately from property
plant and equipment.

The company used to carry the costs of access road as a separate compunent 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,

LL2  Estimation of Useful Lives and Depreciation Method used

The useful life of assets has been reassessed and adjusted as at the date of cpening NFRS SFP,
Depreciation method has been selected considering the pattern of inflow of cconomic benefits to the
organization and thereby depreciated using Diminishing Balance Method (DBM).

The Project is still in construction and, therefore, the depreciation on Project assets have not been
started and estimation of life of project assets is not viable.

However, the Company has estimated the life of completed assets of as follows:

27l
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Depreciation on these assets commence when these assets are ready for their intended use, These
items are shown at cost and disclosed as CWIP under PPE.

All the costs directly related to the development of the projects are charged to the CWIP and
carried until the assets are ready to be used to be recognised under property plant and equipment.
Any charges are subsequently transferred to CWIP as they directly and indirectly contribute
toward creation of those assets. Expenses that are of administrative nature are also included in
the cost ol CWIP as these expenses are considered directly attributable 1o the project cost by the
Management.

1.1.7 Restriction on PPE

MBICL has obtained the licence for operation from the Ministry of Energy for a period of 35
years (i.¢., from B.S 2070-08-18 to B.S. 2105-08-17), the useful life of assets of the project
cannot exceed 35 years even if the evonomic life of the asset is more. Afier the end of 35 vears

of operation, MBJCL will have to transfer the entire generation unit to Government of Nepal
under BOOT provision.
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The above statement of Property, Plant and Equipment comprisc assets of both project office and
corporate office. The assets of Project office are directly related with the project and the
depreciation on the project site assets form part of project cost and, therefore, capitalized to
Capital Work in Progress. However, on the other hand, depreciation on assets of corporate office
is of administrative nature and hence expensed off to Income Statement.

The details of depreciation capitalized and expensed off to Income Statement is as follows:

715,048 912,033
8,095,609 9,449,880

L.3 Impairment of Property, Plant and Equipment

1.3.1 Application of Impairment Tests
Impairment of an item of PPE is identified by comparing the carrying amount with its
recoverable amount. If individual asset dues 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,

1.3.2 Impairment Indication

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

2, Investments

Particulars 2075.03.31 2077.03.31

_ (15.07.2021)  (15.07.2020)
Fixed Deposits to different BF1s 230,000,000 250,000,000
Total 250,000,000 250,000,000




3. Inventory

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.

The details about inventory of the Company is as under:

articulars 2U0TH.05.51 2077.03.21

(15.07.2021) (15.07.2020)
Miscelkineons Store-Corporate Office 04 702 186,324
Miscellaneous Store-Project Office 69 4R% 52,087
Total 274,190 135,416

Store, Spare Parts and Loose Tools

NAS 16, paragraph 8 and 9 specifically says that,

o Spare parts and servicing equipment are usually carried as inventory and recognised in
Statement of Profit or Loss when consumed.

« Major spare parts and stand-by equipment qualify as PPE when an entity expects to use them
for more than one period.

o The standard does not prescribe the unit measure for recognition and judgement is to be
applied in determining what constitutes an item of PPE

Management determines that these stores and spare parts are of consumable nature and are held
for consumption in the production (generation) of electrical energy. These are either expected to
be used within one year or the economic values will be obtained when consumed. Therefore,
these stores, spare parts and lonse fools have heen considered as inventory and presented
accordingly.

4. 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. MBICL’s prepayments pertain to insurance premium.

7




The details ahout Prepayments is as under: (MNRs.)

Particulors 20780331 2077.03.31

(15072021 (15.07.2020)

Prepaid lnsurance 317,598 813,114
Share Issue Expense 4,026,850 -
Taotal 4,334,498 803,114

Share issue expense (expenses for Initial Public Offering- IPO) incurred during the FY under
audit is presented under prepayments which will be adjusted with the equity during FY 2078/79
(the year in which proceeds of IPO realised by the company).

5, Financial Instrument

The company classifies financial asscts and financial liabilitics in accordance with the categories
specified in NAS 32 and NAS 39.

3.1 Financial Insiruments: Financial Asseis

Finaneial 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

i) 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

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

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

/
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Financial assets are classified under four categories as required by NAS 39, namely, "'E'Sg




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,

Luans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are nol yuoted 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 Profil or Loss or as Available for Sale. Held-to-maturity investments are measured at
amortised cost.

5.1.1 Advances, Deposits and Other Assets
These comprise advances, deposits, prepayments and other Assets. Details are as given below:
Advances

(NRs.)
Particulars 2I7H.03.31 2077.03.21
(15.07.2021) (LS07. 2020

Fmplovee Loan/Advancey 2,580,540 1,226 304
Andritr Hydro 123,382,322 131,754,308
Guangxi Hydroeleetrie Construction Bureau 275,705,860 738,919,517
Other Advances 6,424,870 6,879,870
Tatal 408,003,502 878,782,900

(NRs.)
Particulars 20780331 2077.05.3]
: (1507.2021)  (15.07.2020)
Deposits 14,022,750 13,305,250
District Administration Office, Sindhupalchowk 977,277 977,277
Others 3,070,728 R
Total 18,676,755 14,282,527

Tax Deposits and Advance Tax |

There are no 1ax deposits of the company for the year./ % W /
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Details of advance tax is as follows:

{NRs.)

Particulars 2078.03.31 2077.03.31
(15072021 (15.07.2020)
Advance Tax (on Bank Interest) 26,028,651 24,782 564
I'otal 26,028,651 24,782,564

Impairment of Advances, deposits and other reccivables

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.

5.1.2 Cash and Cash Equivalent

Cash and cash cquivalents 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 (hese instruments and there is no apparent indication of
impairment of these balances.

The Company discourages the use and holding of cash balances therefore there are no cash
balances as on the reporting dates.

The detalls of Cash and Cash Equivalents are given below:

(NRs)

Particulars 2078.03.31 2077.03,21

(15.07.2021) (15.07.2020)
Everest Bank Lid. 13,395,030 1,775,058
Nepal Investment Bank Lid, 3295174 16,968 027
Himalavan Bank Lid. 4 075 480 2972822
Sunima Bank Lid. 100,386,079 113,519 9492
Total 121,151,763 135,235,939




3.1.3 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 noture and the size of the
business, which the management considers sufficient to identify, manage and monitor risks.

5.2 Financial Instruments: Financial Liabilitics
A financial liability is any liability that is:

a) Contractual obligation:
(i) To deliver cash or another financial asset to another entity; or
(i) 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
(i) 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 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.

3.2.1 Trade and Other Pavables

Trade and other payables mainly consist of amounts the Company owes to suppliers and
government authority that have been invoiced or are acerued. These also include taxes due in
relation to the Company’s role as an employer. These amounts have heen 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 nther payables is as follows:

Particulars 2078.03.31 2077.03.31

(ISOT.2021) (15.07.2020)

Retention Money 230,360,006 172,502,322
Security Deposit 4,723 440 58,263 844
Payable to emplovees 16,844 53,000
{hher Liabilities 10,450 525,761
Total 235,110,830 231,374,927




. Share Capital
The company’s repisterad share capital structure is ag followe: {NRs.)

Particulars 2078.03.31
(15.07.2021)

HI77.05.51
{1507 20240

Anthorized Capival
62 L00.000 Shares (0 RS 100 each 6,210,000,000  6,210,000,000
Issued Capital

DOO,00000 Shares (@ Ks 100 eich 6,000,000,000  &,000,000,000
Faid Up Capital

30.00,000 Shares @ Ks 100 each 4,500,000,000  4,500,000,000
Toral 4,500,000,000  4,500,000,000

It is the Company s policy to net off share issue expenses with the capital collected under NFRS.
However, the Company’s share capital has not been adjusted for such expenses as they pertain to
periods of non-adjusting events of the Company and will be net off from share capital in
subsequent year where share capital is recognised. Therefore, share issue expenses incurred for
the year is deferred and will be settled once the share capital is recognised.

7. Retained Earnings
I'he details of retained earnings is as given below: (MRs.)

Particulars 2078.03.3] 2770331

(15.07.2021) IS0, Z0200)

Opening Balance (252,520,701) (197,495,379
Adljustments for NFRS (Refer Below) (4,026,850 i
Opening Balance {Restated) (256,553,551 (197.493.379)
Net Profit after tax (34,700,743) (55,031,322)
Closing Balance (291,254,297) (252,526,701)

8. Fmployee Benefits
I'he 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-
gmployment benefits.

8.1 Current Employee Benefits

Current period Employee benefit costs are as follows: {NRs.)

Particulars FY 2077078 EY 20760/077
{EI'IE 021) (201 9%20)

Salary 6,540,356 6,761,580
Waoes - 500
Allowances and Benefits 6,563,117 6,931,000
r
7N
X



Particulars EY 2077/078 'Y 2076077
{(2020/21) {20192

Overtime Allowanee 871,913

76,456
Provident Fund 691,978 676,158
Leave Encashment 536,601 602,334
Employee Insurance 135,540 32,149
Medical Benefits 573,865 356,261
Total 15,913,371 16,336,529

8.2 Post-Employment Benefits

The company has deputed 3 permanent employees of NEA and post-employment benefit will not
be incurred by the Company. Provident fund will be contributed for employee on contract basis.

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

9. Income Tax
The company has adopted the policy of accounting and reporting tax related elements of

Financial Staternents in accordance with NAS 12 and it represents current tax and defarred tax
for the year.

9.1 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 itern of income
or expense are taxable or deductible in different years or may never be taxable or deductible.

The Company is still in the phase of construction because of which it has no obligation for
current tax. The company has been granted 100% tax holiday for 10 years and 50% tax holiday
for subsequent 5 years by the tax authoritics under Income Tax Act, 2058, However, the
company has provided for income tax liability pertaining to other incomes except electricity
income in accordance with the Income Tax Act, 2058 enacted and as applicable in Nepal.

3,2 Deferred Tax

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

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

b. Unused tax losges and/or

c. Lnused tax credits.




Currently, the company has not recognized deferred tax due to its accumulated loss and the
project is still in construction phase.

10, Long Term L.oan
MBICL has obtained long term loan for project construction from Employees Provident Fund
(EPF) against corporate guarantee.

NFRS 9 requires loans to be measured and recognised at amortised cost using Effective Interest
Rate. Due to the uncertainty of administrative charges related to loan and also the timing of the
arisen of the charges, also no immediate repayment ohligation is due, discounting of long term
loan is not done and hence recognized at face value and administrative charges are written off to
profit and loss account.

Amount owed by the Company to the EPF in relation to the loan is as follaws: (NRs.)

Particulars 31.03.2078 31032077

(15.07.2021) (15.07.2020)

Emplovee Provident Fund 4,277,080,000  3,557,080,000
Interest payable on Loan 1,970,478,723  1,452,568,186
Total 6,247,558,723  5,009,648,186

11. Provisions

When the Company has a present obligation (legal or constructive) as a result of a past event,
provisions are recognized 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.

Provision upto 2077-78 is as follows: (IWRs.)

Particulars JLO3Z0TS 1032077

(13.07.2021)  (13.07.202(0)
Employee Leave Provision 2.314.457 2,357,746
Total 2,314,457 2,357,746

12. Revenue from Sale of Electricity
The Company is still in construction phase and, therefore, commercial transaction has not been
started. Therefore, the Company has no any revenue from Sale of Electricity.

g
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13. Administrative Expenses (Excluding Employee Benefit Expenses)

MNRs,

Particulars EY 2077/078 FY 2076/077

(2020/21) (2019/:20)

Oiher Services 740,579 740,574
Water & Elcetricity 188,689 202,835
Fuel 829,340 673,401
Consultaney Service - 62,150
Other Repairs 179,092 113,948
Mouohile & Lubricants 51,167 31,779
Repair - Vehicles 710,637 411,130
Repairs - Civil - -
Insurance 86,228 34,094
License Fee 102,293 93,290
Postage and Courier - 4,510
Telephone 262,516 202,146
Corporate Development Expense - -
Training 384,338 9,040
Legal Expenses 495,668 478.668
Prining and Stationery 142,617 186,302
Magazine & Newspaper 60,444 95,605
Advertisement 230,064 132,500
Annuwal Functions and Workshop R1,871 51,816
Guest Entertainment 272,155 289,662
(Mher Expenses 255,804 228,335
Mecting Allowance 1,030,500 a72.000
Meeting Management Expense 703,598 648,956
Travel 31,080 1080
Bank Charges & Commission 782,515 4,459
Director Allowance 1,733,000 1.240,000
Audit Fee 370,540 355,950
Audit Expense 134,109 172,731
House Rent 2,108,880 2,045,040
Financial Assistance, Donation and Prizes 17,000 130,000
Shire issue expenses - 2,832,700
Other Site Expenses 394,072 484,013
Total 12,400,526 13,079,441

14. Finance Income

Finance Income is comprised of the interest income received or receivable from bank(s) on
temporary deposits. The interest income is adjusted with the interest expenses capitalised in
CWIP. The details of which are as follows




Particulars Interest
Income

Finanee incoms adjusted to interest expenses 2077-78 8,307,249

Total 8,307,249

15, Other Income
Other income comprises sale of tender form and other miscellanenus income. The details of
other income are presented as below:

(MRs.)

Particulars FY 2077/078 FY 2076/077

(2020/21) (2019/20)
Other Income 210,608
Total 210,608

16. Finance Charge

Finance charge comprise the interest component of retention money measured at amortised cost,
Retention money payable in the future was discounted and recorded at amortised cost and annual
interest cost is expensed off to income statement.

Finance charges details is as follows: {(NRs.)

Particulars FY 2077078  FY 2076077

(2020/21) (201920}
Finance Charge for Retention Depuosil 5,5?9'534 24,913,927
Tatal 5,679,584 24.?13,927

17. Earnings Per Share (EPS)
Earnings per share has been disclosed on the face of ‘Statement of Profit or Loss and Other
Comprehensive Income’ in accordance with the NAS 33.

18. Related Parties
The Company identifics the following as its related partics:

18.1 Parent

Chilime Hydropower Company Limited (CHPCL) controls the Company through majority
control in its Board of Directors.

No any transactions took place with the parent company during the year.
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18.3 Key Management Personnel and Their Relatives

The Company considers its Chief Executive Officer (CEO), 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:

Mame Pasition Total Salary  Balanee Remarks

Paid (MHs) at Year
emid

I Mir. Mani Kumar Kafle CEO 950,996 - Upto 2077 Mangsir

2 Mr. Subhash Kumar Mishra CEQ - - 2077 Mangsir to 2077 Falgun

3 Mr. Ram Gopal Shiwakoti CED TR6,358 - 2077 Chaitra to 2078 Ashadh

4 Dir. Sunil Kumar Lama Project Manager 1,101,144 - Upto 2077 Paush

8 Mr. Surya Math Bhurtyal Project Manager 1,878,046 - Construction  Division  Chief
assigned as Officiating PM from
2077 Poush

18.4 Employee Retirement Benefit Plans

The company considers a retirement benefit plan to be a related party if the entity is a post-
emplayment 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 abligation, it does not have any related party with regards
1o Defined Benefit Plan.

18.5 Special provision for effect of COVID 19 and Lockdown by Government of Nepal

The outbreak of COVID 19 that lead to go under lockdown for almost § manths in the country,
the development work (technical and physical) for MBJCL have not heen affected much as the
work was carried on smoothly. There is no requirement for suspension of capitalisation of
borrowing cost as outlined by NAS 23,

19. Operating Segment

NFRS 8§ Operating Segments requires particular classes of entities (essentially those with
publicly traded securities) to disclose information ahout 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
uperaling segments in accordance with NFRS 8 is not disclosed separately.
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20. Contingent Liabilities and Commitments

20.1 Contingent Liabilities
A contingent liability is identified as follows:

(a) A possible obligation that arises from past events and whase existence will be confirmed only
by the vecurrence or non-occurrence of one or more uncertain future events not whol ly within
the control of the entily; 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 henefits 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 liahilities
which has the possibility of outflow of resources:

20.1.1 Contingent Liability due to extension in Commercial Date of Operation (COD):

As per section 10 of Power Purchase Agreement (PPA) entered into between the Company and
NEA, if the Company could not supply the agreed power to NEA, it will be penalised as per said
section. The Required Commercial date of Operation (RCOD) was agreed with NEA 1o be
extended to 2076/12/28 (10" April 2020) from 2074/03/01(15™ June 2017) which was further

extended to 2077/11/16 (28" February, 2021). Again it was extended to 2078/08/14 (30
November 2021)

However, no any agreement is entered into regarding waiver of penalties to be im pused by NEA
due to extension of COD, Therefore, the company may have to incur substantial penalty amount
due to extension of COD.

20.1.2 Contingent Liability due to irrevocable capital commitments:

The project has affected 5 local VDCs, for which it has committed to give Rs 30,00,000 per vear
to each VDC until the completion of the project.

20.1.3 Contingent Liability due to irrevocable Agreements:

The Company has entered into agreement with Lahmeyer International, Andritz Hydropower
Ltd. and Guangxi Hydroelectric Construction Bureau for consulting, electromechanical work and
civil & hydromechanical construction work respectively,

The details of such contingent liabilities are as follows
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