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Independent Auditor's Report

To the Shareholders of
Manakamana Engineering Hydropower Limited

Report on the Audit of the Financial Statements:

Opinion

We have audited the accompanying financial statements of Manakamana Engineering Hydropower
Ltd., herein referred to as “Company”, which comprise statement of financial position as at Ashadh
31, 2081 (July 15, 2024), statement of profit & loss and other comprehensive income, statement of
cash flow, staterent of changes in equity for the year then ended, and a summary of significant
accounting policies and notes to the accounts prepared in accordance with NFRS.

In our apinien the accompanying financial statements read along with the notes to the accounts
present fairly, in all material respects the financial position of as on Ashadh 31, 2081 (July 15,
2024) and its financial performance, and its cash flows for the year ended on 31, 2081 (July 15,
2024) in accordance with Nepal Financial Reporting Standard (NFRS).

Basis for Opinion

We conducted our audit in accordance with MNepal Standards on Auditing (NSA). Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit on the Financial Staternents section of our repart. We are independent of the Company
in accordance with the ICAN’s Handbook of Code of Ethics for Professional Accountants together
with the ethical requirements that are relevant to our audit of the financial statements, and we
have fulfilled our other ethical responsibilities in accardance with these requirements and the
ICAN’s handbook of The Code of Ethics for Professional Accountants. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for opinion.

Key Audit Matters
Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters. We have determined that there are
no other Key Audit Matters to communicate in our report.
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Emphasis of Matter

We draw attention to Note 9 of Significant Accounting Paolicies and Notes to Account which
includes the matter related to the treatment of Interest expenses. Our opinion is not modified in
respect of this matter.

Information Other than the Financial Statements and Auditor’s Report Thereon

Manakamana Engineering Hydropower Ltd., Management is responsible for the preparation of the
other information. The ather information comprises the information included in the Management
report and other progress reports but does not include the financial statements and our auditor's
report thereon. Our opinion on the financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained during the course of our audit or
otherwise appears to be materially misstated. If, based on the work we have performed’, we
conclude that there is a material misstatement of this other information, we are required to report
that fact. We have nothing to repart in this regard.

Responsibilities of Management and Those charged with Governance for the Financial
Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Nepal Accounting Standards, and for such internal control as management
determines is necessary to enable that preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the company's
ability to continue as a going concern, disclosing, as applicable matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting
process

Auditor's Responsibilities for the Audit of the Financfal Statements
Our objectives 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 to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with NSA's will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably expect to influence the economic
decisions of users taken on the basis of these Financial Statements.




As a part of an audit in accordance of N5SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

* |dentify and assess the risk of material misstatement of the Financial Statement whether
due to fraud or error, design and perform audit procedure responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than one
resulting from error, as fraud may involve collusion, forgery, intentional omission,
misrepresentation, or the override of internal control.

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

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

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

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

# Obtain sufficient appropriate audit evidence regarding the financial information of the
entities or business activities within the company to express an opinion on the financial
statements. We remain solely responsible for our audit opinion.

We communicate with those charges with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit. We also provide those charged
with governance with a statement that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all relationships and other matter that
may reasonably be though to bear on our independence, and where applicable, related standards.

Report on Other Legal and Regulatory Requirement
As per Companies Act 2063, based on our audit carried out on sampling basis, we report that, in our
opinion: _

* We have obtained information and explanations asked for, which, to the best knowledge
and belief, were necessary for the purpose of our audit.

* In our opinion the company has kept proper books of accounts as required by law so far, as
appears from our examination of those books.

* In our opinion, statement of financial position, profit or loss & other comprehensive income,
changes in equity and cash flows, have been prepared in accordance with the requirements
of the Companies Act, 2063 and are in agreement with the books of account maintained by
the company.

» To the best of our information and according to explanation given to us and so far appeared
from our examination of the books of account of the company, we have not come across
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cases where Board of Directors or any employees of the company have acted contrary to
the provisions of law relating to the accounts or committed any misappropriation or caused
loss or damage to the company.

* We have not come across any fraudulence in the accounts so far as it appears from our
examination of the books of account.

For 5. Maharjan & Associates

ﬁ/

CA Santaman Maharjan
Proprietor

Date: 2081/08/29
Place: Lalitpur, Nepal
UDIN: 241214CA00833uFFBF

= —



Manakamana Engineering Hydropower Limited

Statement of Financial Position

As on 315t Ashadh 2081

Particulars Notes  FY 2080-81 FY 2079-80

Assets :

Mon current Assets

Property Plant and Equipment 8 996,519 1,896,439
Intangible Assels 9 1,318,352,066 1,345 844 648
Financial Assets 2 - -
Investment in Associates 7 - =
Total Non Current assets 1,319,348 585 1,347,741,088
Current Assets

Cash and Cash Equivalenis 1 5,827,955 38393271
Financial Assets 2 11.008.082 13,635,397
Inventorics 3 - -
Other Assets 4 15,184, 494 19,930,553
Current Tax Asset b - -
Deferred Tax Asset i - -
Total Current assets 32,020,501 71,959,221
Total Assets 1,351, 369,116 1.419,700,309
Equity and Liabilities

Equity

Share Capital 1] 800,000,000 520,000,000
Share Application Money il - -
Other Reserves 17 - -
Retained Earnings 17 (282,676,581) (190,643,014}
Total Equity 517,323,419 329,356,986
MNon Current Liabilities

Financial Liabilities 18 765,506,392 949,026,458
Provisions 19 - -
Other Liabilities 20 - -
Total Mon current Liabilities 765,506,392 349,026,458
Current Liabilities

Financial Liabilities 18 58,624,775 65,908 428
Provisions 19 - -
Current Tax Liabilities 5 - =
Deferred Tax Liabilifies [ - -
Oither Liabilities 20 9.914.530 75,408 436
Total Corrent Liabilities 68,539 305 141,316,865
Total Equity and Liabilities 1.351,369.116 1,419,700,309
Contingent Liabilities and Commitments 39

Mel assets value per share 64.67 63.34

The accompanying notes form an integral part of the financial siatements

For 8 Maharjan & Associates
o Q// Chartered Accountants

Minmal Meupane ‘an Dutta Timilsinga

Finance Manager Director : 2

Radheshyam Khadka ; Krishna Bdr. Upreti
Director ; Chairman

CA Sanaman Maharjan

e_ ... 19
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Manakamana Engineering Hydropower Limited
Statement of Profit or Loss and Other Comprehensive Income
For the Year Ended 315t Ashadh 2081

Particulars MNotes  FY 2080-51 FY 2079-80
Revenue 21 104,556,407 105,409,333
Cost of Sales 22 (20,327,890) (19,610,752)
Gross profit 54,228,517 85,798,581
Other Income 23 3,318,748 -
Personnel Expenses 24 {3,365,192) (2.453,527)
Other Operating and Administrative expenses 25 (5,637,256) (6, 160,773)
Impairment Charges/(Reversal) 26 - -
Depreciation & Amortization 27 (46,780,246) {46,660,172)
Profit/{Loss) before Interest and Tax 31,764,571 30,524,107
Finance Income 28 - -
Finance Cost 20 (118,356,556) (B7,063,003)
Profit/(Loss) Before Bonus and Tax (86,592,025) (56.538,896)
Provision for Staff Bonus
Profit/(Loss) Before Tax
Income Tax Expenses 30

Current Tax - -

Deferred Tax - -
Profit for the vear (86,592,025) . (56,538,896)

Other Comprehensive Income:

ltems that will not be reclassified to profit or loss

Gains/(losses) from financial assets measured at fair value

through other comprehensive income 2
Gains/{losses) on revaluation i
Actuarial gains/{losses) on defined benefit plans .
Income tax relating to above items =

Other comprehensive gain/(loss) for the vear, net of tax - -
Total comprehensive E-aim"ﬂnss] for the year, net of tax (86,592,025) (56,538,896)
Earnings per Equity share of Rs, 100 Each

Basic Earnings per Share (10.82) (10.87)
Diluted Earnings Per Share (10.82) (10.87)
The accompanying notes form an integral part of the financial As per our report of even date
statements

For S Maharjan & Associates
Chartered Accountants

. Q>

Nirmal Neupane Rambhari Bajagai Maravan Duita Timilsina

Finance Manager L tor Director

Radh:sl‘ﬁ\ Khadka

Director

L

Krishna Bdr Upreti A Santaman Maharja
Chairman Proprietor

I g



Manakamana Engineering Hydropower Limited
Statement of Cash Flows
For the Year Ended 31st Ashadh 2081

Particulars FY 2080-81 FY 2079-80
CASH FLOWS FROM OPERATING ACTIVITIES

Profit After tax (86,592,025) (56,538,89q)
Depreciation on Fixed assets 46,780,246 46,660,172
Profitloss on sale of fixed assets 10,590 -
Finance Charge 118,356,596 87.063,003
Finance Income = -
Dividend Paid - -
Income Tax Expense . i
Operating profit before working capital changes 78,555.407 77,184,279
(Increase)/Decrease in Current Assets

Inventories - -
Financial Assets 2627315 (986,929)
(her Current assets 4,746,059 {10,889.917)
Increase/{ Decrease) in Current Liabilities

Financial Liabilities (7.283,653) 6,258,586
Orther Current Liabilities 165,493,907) (23,566,317)
Operating Cash Flows after Changes in working capital (65.404,186) (29,184.577)
Net Cash Flow from Operating Activities before Tax Paid 13,151,221 47,999,702
Income Tax Paid - -
Net Cash Flow from ﬂp-eratinE Activities 13,151,221 47,999,702
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase/Sale of Property and Equipment (18,398.334) (10,991,513)
Purchase/Sales of Intangible Assets - -
Met Cash Used in lnw:stinE Activities (13.398.334) (10.991,513)
CASH FLOWS FROM FINANCING ACTIVITIES

Increased{ Decrease) in Equity 280,000,000 460,000,000
Increase/{ Decrease) in Borrowings (183,520,066) 87.753.560
Increase/{ Decrease) in Share Application Money - (460,000,000
Dividends Paid - -
Share 1ssuance expenses (5.441,542)

Interest and Bank C'harges Paid (118,356,596) (87.063.003)
Net Cash from Financing Activities (27.318,204) 690,557
Net Increase (DDecrease) in Cash and Cash Fquivalenis (32,565,317 37,698,745
Opening Cash and Cash Equivalent 38,393,271 694,526
Effect of Exchange Rate fluctuations on Cash and Cash Equivalents

Held - -
(Tlnsing Cash and Cash Equivalent 5,827,955 38,393,271

The accompanying notes form an integral part of the financial statements As per our report of even date

‘_9 ﬂ For 5 Maharjan & Associates
o :
- 5]_.."‘ Chartered Accountanis

Mirmal Meupane Famhari Bajagai Marayan Dutta Timilsina
Finance Manager < Director Director Q',
Radhesh¥am Khadka ’Jﬁiﬂ LT Krishna Bdr Upreti  CA Santaman Maharjan
Director t‘f, J-¢ T . Chairman Proprietor
:‘_1-. f}, .\ -
[+
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Manakamana Engineering Hydropower Limited

Statement of Changes in Equity
For the Year Ended 3151 Ashadh 2081

Particulars Share Capital Share Premium Retained Earning  Fair Value Reserve Other Reserves Taial

Balance at Shrawan 01, 2080 S20,000, 000 - (190, 643,004) . 329 356,986
Prodit for the yeur (86, 500 (28 {86,592,025)
Unher Comprebensive Income, RNeg of Tax -
Total Comprehensive Income for the year - - (86,592,025 - (86,592,015)

Transfer wr Reserves dunng the vear
Transter from Reserves during the year

Share [ssuance Cost (3,441 342) [5,441,542)
Transactions with Owmers, directly recognized in Equity -
Share Tssued 280,000, (<] 280,000,
Advances for share received - -
[avidend to Equity-Holders -
Bonuws Shanes [asued -
Cash Dividersd Paid -
Total Contribmtions by and Distribartions 280,000,000 - [B3,033.567) - 187 966,433
Balance at Asar 31st, 2081 RO, MM, 10 = (282676, 581) - 517,323,419
The accompanying nodes form an imegral part of the (imancial slalements As per our repor of even
date
For 8 Maharjan &
Chartered Acconntants

Q> 2= 4 "
i Bagagai Marayan Dwtta Timilsina Radheshyam Khadka  Krishna Bér Upren CA Santaman Maharjan

Mirrmal Meupane
Directar Director Chairman

Finance Manager




Manakamana Engineering Hydropower Limited
Motes to Financial Statements
For the Year Ended 315t Ashadh 2081

1 Cash and Cash Equivalents

Particulars FY 1080-81 FY 2079-80

Cash 182,128 1,357
Balance with Banks and Financial Institutions-LCY 5,645,827 38391914
Balance with Banks and Financial Institutions-FCY - -
Total 5,817,955 38393271

1 Financial Assets
When an entity first recognizes a financial asset. it classifies it based on the entity’s business model for
2.1 Financial Assets at Fair value through Other Comprehensive Income

financial assets are classified and measured at fair value through other comprehensive income if they
are held in a business model whose objective is achieved by both collecting contractual cash flows and

Particulars FY 2080-81 FY 2079-80

Investments = -
Total = -

2.2 Financial Assets at Amortized Cost

Financial asset is measured at amortized cost if both of the following conditions are met:
1. the asset is held within a business model whose objective is to hold assets in order to collect contracru:
2. the contractual terms of the financial asset give rise on specified dates to cash flows that are solely

Particulars FY 2080-81 FY 2079-80

Trade Receivables 11,007,082 13,633,897
Loans and Adwvances - -
LC Margin Deposit - -
BG Margin Deposit - -
Miscellaneous Deposit 1,000 1.500

Impairment - -
Total 11,008,082 13,635,397

2.3 Financial Assets at Fair value through Profit or Loss

Financial assets that are not held in one of the two business models mentioned are measured at fair
value through profit or loss,

Particulars FY 2080-81 FY 2079-80

Total - -




‘@ HARAT A7 Eagay FiHe 2

3 Inventories

As per NAS 2, Inventory are value at the lower of Cost or Wet Realizable Value (Selling Price Less Cost to Sell).

Particulars FY 2080-51 FY 2079-80

Bearing/Transformer Oil -
Hydro-Mechanical Stock -
Spare Parts of Electromechanical Equipment’s a

Total - B
4 Other Assets

Particulars FY 2080-81 FY 2079-80

Advance for Land 5,340,000 5,340,000

Deposits-Gaurishankar Conservation Area Singati 1,824,146 .

Advance Income Tax 20,126

Other Advances 4,957,471 11,164,435

Prepaid Insurance 3,042,751 3,426,117

Total 15,184,494 19,930,553

Note.: As company allocate 10 ropani land (Kitta No.: 1353, 1324,1409,273 at Marbhu, Dolakha District) at site
to compansate for cutoff of trees in intake and transmission line 1o forest devision Dolakha but due to some
circumstances the land niether be transferred to company name nor to forest devision, So advance for land
halance is carried from previous year.

5 Current Tax Asset/Liabilities

Current tax is the amount of income tax payable (recoverable) in respect of the taxable profit (loss) tor
a period.

Particulars FY 2080-81 FY 2079-80

Current Year Income Tax Liabilities -
Tax Assets of Prior Periods &
Total - -

6 Deferred Tax Asset/Liahilities

Deferred income tax is the income tax payable (recoverable) in future periods in respect of the
temporary differences, unused tax losses and unused tax credits,

Particulars FY 2080-81 FY 2079-80

Deferred Tax &
Total - =




7 Investment in Associates

The investment in company with holding more than 20% and less than 50% is normally treated as Investment in
associate subject to SIGNIFICANT INFLUENCE exercised.

Particulars FY 2080-81 FY 2079-80

Investment in Quoted Associates -
Investment in Unguoted Associates -
Total - -

10 Share Capital

Particulars FY 2080-81 FY 2079-580
Ordinary Shares 800,000,000 520,000,000
Total 500,000,000 520,000,000

10,1 Ordinary Shares

Particulars FY 2080-81 FY 2079-80
Authorized Capital

BO0O000 Ordinary Shares of Rs. 100 Each 800,000,000 800,000,000
Issued Capital

R000000 Ordinary Shares of Rs, 100 Fach 800,000,000 $00,000,000
Subscribed and Paid up Capital

BO00000 Ordinary Shares of Rs. 100 Each (Previous Year

5200000 Ordinary Shares ) 200,000,000 520,000,000
Total 00,000,000 S20,000.000
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10.1 Ordinary Share Ownership

Particalars : FY 2080-81 FY 2079-80
Domestic Ownership
Mepal Government -
"A" class licensed institutions -

Orther licensed institutions -
Other Institutions -

Public 35% -
Private Promotor 65% 100%%
Foreign ownership -
Total 100% 100%

11 Share Application Money

Particulars FY 2080-81 FY 2079-80

Share Application Money i s
Total g 5

17 Reserves and Surplus

17.1 General Reserves

Particulars FY 2080-81 FY 2079-80
Retained earnings (190,643,014) (134,104,118)
PO Tssuance Cost (5,441,542) -
Profit/{Loss) during ¥ear (86,592.025) (36,538,896)
Total (282,676,581) (190,643,014)

17.2 Other Reserves

Particulars FY 2080-81 FY 2079-80

Fair Value Reserve =
Revaluation Reserve g
Actuarial Reserve i
Corporate Social Responsibility Fund =
Total - -

18 Financial Liabilities

18.1 Financial Liabilities at Amortized Cost

rrent
Particulars FY 2080-81 FY 2079-80
Borrowings from Banks and Financial Institutions 19,900,000 19,981,000
Unsecured Borrowings From Directors -
Trade Pavables 24,724,775 21,169,385
Sakura Power 14,000,000 24,758,043
Total 58,624,775 65,908,428

g
a="
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Mon Current

Particulars FY 2080-81 FY 2079-80
Borrowings from Banks and Financial Institutions 765,506,392 949,026,458
Total 765,506,392 249,026,458
19 Provisions
Particulars FY 2080-81 FY 2079-80
Provision for Staff Bonus -
Provisions for Redundancy -
Provisions for R:struuturing -
Total - -
20 Other Liabilities

Particulars FY 2080-81 FY 2079-80
Audit Fee Payable 278,750 278,750
Staff Salary Payable 826.000 296,424
Liabilities for Social Security Fund 38,170 28,087
Liabilities for employees defined benefit obligations -
Advance From Directors -

K. B Upreti 2,000,000

Mahendra Kumar Giri 1,000,000

Marayan 0. Timalsina 2,000,000

Radhe Shyam 2,000,000

Ram Hari Bajagain 1,300,000
Leave allowance Payable -
Retention Money Payable = 19,241,957
TDS Payable 437,963 211,038
SST Payable 13,648 20,075
TDS on Audit Fees - 3,750
Interest payable 120,760
Sundry Payahle - -
Employees Advance - -
Site Expense Payable -
Everest Energy Co- Operative Ltd - 55,207,595
Total - 9,914,530 75,408,436

Bt
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Manakamana Engineering Hydropower Limited

Woes o Financial Statements
For the Year Ended 31st Ashadh 2081

21 Revenue

Particulars

FY Z080-51

FY 20T9-80

Revenue From Sales of Electricty

104,556,407

105,409,333

Tutal

104,556,407

105,409,333

12 Cast of Sales

Particulars

" TFY 2080-81

FY 2079-80

Rovalty on Installed Capacity
Rowvalty on Power Generation
Operation and Maintenance of Plant
Insurance Expenses

Shutdown compansation expenses
Repair & Maintenance

Site Expenses

WEA Rebate Expenses

231,728
1,R58,985
10,295,925
3,897,936
71,670
2,382,168
1,589,478

500,000
2,055,401
9,119,941
3,132,138
2,137,535
2,665,737

Total

20,327,590

19,610,752

23 Other Income

Particulars

FY 2080-81

FY 2079-50

Foreign exchange revaluation gain

Fair Walue Gain/loss on sale of Financial Assels measured at
Fair value through Profit or Loss

Fair value gain/loss on investment propertics

Dividend on equity instruments

Gainfloss on sale of property and cquipment

Gainfoss on sale of investment property

Other Income

Income from [nsurance Claim

1.341,748
1,977,000

Total

3,318,748

24 Personnel Expenses

Particulars

FY 2080-51

Salary

Allowances

Approval Fees

Gratuity Expense

Pravident Fund

Social Sccurity Fund

Uniform

Training & development expense
Leave encashment

Medical

Tnsurance

Employces incentive
Cash-settled share-based payments
Finance expense under WFRS
Oither expenses related to staff

1,876,443
1,216,124

243,937

Tatal

35




25 Other Operating and Administrative expenses

Particulars FY 2080-81 FY 2079-80
Auditors' remuneration 278,750 282,500
Advertisement Expenses 47,883 129,691
Professional and legal expense 830,364 41.000
Consulting Charges 84,750 598,682
Office administration expense 896,951 2,904,280
Dperating lease expense 462,000 466, 800
Rating Charges 271,200 536,750
Corporate social responsibility expense 1,151,403 632,935
Watcr and Electricity 20,310 B.820
Fepair and Mainienance -
(1) Building - -
(b} Vehicle 317,155 -
{c) Computer and Accessories - -
{d}y Oifice Equipment and Furnitures 3,714 -
(&) Others - =
s 17.450 -
Postage. telex, Telephone, Fax -
Fine & Penalty 16,139 -
Internet Expenses 110,910 22,600
Kitchen Expenses 160,293 145,159
Printing & Stationary 172,350 79173
Fuel Expenses 41,330 -
Communication Expenses 18,768 2.BB3
Registration Aml Renewal 72,500 -
Website Renewal & Maintcnance 10,000 LRL
Donation - -
RIS Expenses 100, (0 -
Meeting allowances and expenses 378,923 -
Loss on sales of vehicle {590
Travel Allowance and Expense - 103,500
COthers 163 534 -
Total 5,637,256 6,160,775
26 Impairment Charges/(Reversal)
Particulars FY 080-81 FY 2079-80
Impairment (chargeyreversal on Trade Receivables - -
Impairment {charge)reversal on Property, Plant and Equipme: - &
Impairment {charge)/reversal on Goodwill and Intangible Ass - -
Impairment {charge)'reversal on Invesimenl Properiies - -
Tatal - -

o, - i
" Engieginn ¥

-, —
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17 Depreciation & Amortization

Particulars FY 208081 FY 2079-80

Depreciation of Property, Plant and Equipment 253,325 46,657,158

Amartization of Intangible Assels 46,526,921 3013

Total 46,780,246 46,660,172
28 Finance Incame

Particulars FY 2080-81 FY 2079-80

Interest Income - -

Tutal - -
29 Finanece Cost

Particulars FY 2080-51 FY 207980

Bank Charges & Commission 19,415 2,253,948

L‘Iv.‘rr:st on Loan 118,337,182 B4,809,035

Total 118,356,506 87,063,003
30 Income Tax Expenses

Particulars FY 2080-81 FY 2079-80

Current tax expense

Current vear

Adjustments for prior years

Deferred tax (IncomeNexpense

Origination and reversal of temporary differences
Changes in lax rale

Recognition of previoushy unrecognised tax losses

Total




LR b T A e 2 R |l 2

& Property Mant and Equipmeeni
2 (HTice
Particalars m iy Vehicles F"I’i::::'* Equipment & Total
others
sl =
Bulance s om |5t Shrowan 2080 - = 2797159 454,588 I58.0T3 3,639,851
Addition during the Year -
Acquisition 13 iy $2.995 &7 000 | 062 595
Capitalization b
Mhspesal during the year (1,709, 590) {1,704, 5500
AdjustmentEevaluation = =
Balance as on Ashadh end 2081 E - 2,000,599 567,583 425,073 1,993,256
Depreciation and Impairment
As om Asar end 2080 - - 1.275.518 177,340 190,553 1743412
Impairment Ffor the year L
Dieprecintion charge far the year 147134 58,718 47,453 153,325
Dhaposals -
Adjustments — =
As on Asar end 2081 - - 1,432,653 336,068 138,016 1,996,737
Net Book Value
A% on Asar . = 1,521,671 200,248 167,510 1,596,439
As on Asar en - - 517947 El.ﬁ; 1RT 5T _m

e
a5

%5--‘3 E.:;'n:e"lhi!"-t:"fh\

3




‘@ FFFEAT SFAFRLE fRaTET FieE

@ Intangible Asseis .
& MW Ghaite
Khola Hydre
Particulars Software Froject Totals
Cost
Balance as on Asar end 2080 45200 1,470,470, T8 1,470,515,908
Addition during the ¥ ear -
Acquisition . 19,034,339 15,034,339
Capataluzation -
Disposal during the year 2
Adjustment/Revaluation -
Balanece as on Asar end 2061 45,200 1,489, 505,047 1,489, 550,247

Amortisathon and Inipairment

As on Asar end 2080 3013 124,668,146 124,671, 260
Impairment For the yeas -
Amortisation charge for the year 10,547 46,516,374 46 526,921
Dispasals -
Adjustment i
As on Asar end 2081 13.560 171,184,621 171,198,181
Met Book Value -
As on Asar end 2080 41,187 1,345 802,462 1,345,844, 648
As onm Asar end 2081 31640 1,318,330,426 1,318, 352066

30 ]



MANAKAMANA ENGINEERING HYDROPOWER LIMITED
Kathmandu, Nepal

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNT

The accounting policies set out below have been applied consistently to all periods presented in
these Financial Statements, and deviations if any have been disclosed accordingly.

1. About the Entity

M/s Manakamana Engineering Hvdropower Limited is a limited liability company registered in
Nepal under the Company Act, 2063.The registered office of the company is located at
Anamanagar, KMC-29, Kathmandu. The company was converted into public limited company on
2080/03/25 with new registration number 264430/77/078.

The company operates 5000 kW hydropower plant at Dolakha known as "Ghattekhola Sano
Hydroelectric Project” as per the terms of license issued by Ministry of Energy. This project is
constructed on Build, Own, Operate, (BOT) model. The PPA is valid for the period of 35 years.
After the expiry of PPA, new PPA would be done on mutual agreements. The generated electricity
is sold to the Nepal Electricity Authority (NEA) as per rate agreed upon in the power purchase
Agreement (FPA).

Commercial Operation Date (COD) is 22™ Kartik, 2077. The power generated from the project is
evacuated to distribution lines of Singhati Lamasanghu 132/33 KV sub-station.

The company does not have any subsidiary. or an interest in associate or joint venture.

2. Basis of Preparation and Presentation
2.1. Statement of Compliance

The financial statements have been prepared in accordance with applicable Nepal Financial
Reporting Standards (NFRS) as issued by the Institute of Chartered Accountants of Nepal (ICAN).
The Financial Statements have been prepared complying with the relevant presentational
requirements of the Company Act, 2063 of INepal.

The company follows the Nepalese Financiai Year based on the Nepalese calendar. The
corresponding dates for the English calendar are as follow:

Relevant Financial Statement | Nepalese Calendar Corresponding
English Calendar

" Comparative Statement of Financial Position | 2080 Ashad 31 July 16, 2023

[Date

Comparative Reporting Period "~ [ 2079 Shrawan 01 to 2080 | July 17, 2022 to July
Ashad 31 | 16,2023

Statement of Financial Position Date 2081 Ashad 31 July 15,2024

Statement of Financial Reporting Period 2080 Shrawan 01 to 2081 | July 17, 2023 to July
Ashad 31 15, 2024

¢ i ﬁlﬁﬁ;

e_ ...
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2.2, Basis of Preparation

The financial statements have been prepared on accrual and going concern basis. The accounting
policies are applied consistently to all the periods presented in the financial statements. All assets
and liabilities have been classified as current or non-current as per the Company’s normal operating
cvcle. Based on the nature of products and the time between acquisition of assets for processing and
their realization in cash and cash equivalents, the Company has ascertained its operating cycle as 12
months for the purpose of current or noncurrent classification of assets and liabilities. The financial
statement is presented in functional and presentation currency of the Company i.e. Nepalese Rupee
(*NPR™) which is the currency of the primary economic environment in which the Company
operates.

2.3. Basis of Measurement

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

2.4. Critical Accounting Estimates and Judginents

3.

The preparation of the financial statements in conformity with Nepal Financial Reporting Standards
requires the use of certain critical accounting estimates and judgments. It also requires management
to exercise judgment in the process of applying the Company’s accounting policies. The Company
makes certain estimates and assumptions regarding the future events. Estimates and judgments are
continuously evaluated based on historical experience and other factors, including expectations of
future events that are believed 1o be reasonable under the circumstances. Management believes that
the estimates used in the preparation of the financial statements are prudent and reasonable. Future
results could differ from these estimates. Any revision to accounting estimates is recognized
prospectively in current and future periods.

Property, plant and equipment

Property, Plant & equipment (PPE) are stated at cost of acquisition or construction less accumulaied
depreciation and accumulated impairment losses. if any.

Cost includes Inward freight, duties and taxes and incidental expenses related to acquisition.
Expenses capitalized also include applicable borrowing costs for qualifving assets, if anv. All up
gradation / enhancements are charged off as revenue expenditure unless they bring similar
significant additional benefits, Subsequently, PPE can be measured on Cost model or Revaluation
maodel.

3.1.Cost model

Property and equipment is stated at cost less accumulated depreciation less accumulated
Impairment losses,

3.2. Revaluation model

The Hydropower Company has not applied the revaluation model to anv class of freehold land and
buildings or other assets.

On revaluation of an asset, any increase in the carrying amount is recognized in 'Other
comprehensive Income' and accumulated in equity, under capital reserve or used to reverse a
previous revaluation decrease relating to the same asset, which was charged to the Statement of
Profit or Loss. In this circumstance. the increase is recognized as income to the extent of previous
write down. Any d-:i:rease in the carrying amount 15 |'Ex:ngn|z¢tiﬁ 15 an expense in the 5 of

existing in the capital reserve in respect of

Qs>
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The decrease recognized in other comprehensive income reduces the amount accumulated m equity
under capital reserves. Any balance remaining in the revaluation reserve in respect of an asset is
transferred directly to retained earnings on retirement or disposal of the asset.

An item of property, plant and equipment is de-recognized upon disposal or when no future
economic benefits are expected to arise from the continued use of asset. Any gain or loss arising on
the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognized in the
Statement of Profit or Loss and Other Comprehensive Income.

The Company has adopted Cost model for property, plant & equipment. Carrying amiount of assets
has been assumed as fair value.

1. Intangible Assets

Intangible Assets that the Company controls and from which it expects future economic benefits
are capitalized upon acquisition and initially measured at cost comprising the purchase price
(including Import duties and non-retundable taxes) and directly attributable costs to prepare the
asset for its intended use.

The useful life of an intangible asset is considered finite where the rights to such assets are limited
to a specified period of time by contract or law (e.g.. licenses) or the likelihood of technical,
technological obsolescence (e.g., computer software). If, there are no such limitations, the useful
life is taken to be indefinite.

Intangible assets that have finite lives are amortized over their estimated useful lives by the straight
line method unless it is practical to reliably determine the pattern of benefits arising from the asset.
An intangible asset with an indefinite useful life is not amortized.

All intangible assets are tested for impairment. Amortization expenses and impairment losses and
reversal of impairment losses are taken to the Statement of Profit or Loss and Other
Comprehensive Income. Thus, after initial recognition, an intangible asset is carried at its cost less
accumulated amortization and / or impairment losses.

Gains or losses arising from de-recognition of an intangible asset are measured as the difference
between the net disposal proceeds and the carrying amount of the asset and are recognized in the
statement of profit and loss when the asset is derecognized.

The company has capitalized the project cost incurred to develop the Ghattekhola Sano
Hydroelectric Project as the Intangible assets as per [FRIC 12. The subsequent cost incurred after
initial capitalization would also be capitalized at the time of occurrence. The company has taken
the life of such assets as 30 years from the date of operation.

3. Financial Instruments

3.1 Recognition

Financial asset or a financial liability is recognized in the statement of financial position when the
entity becomes a party to the contractual provisions of the instrument.

3.2 Initial Measurement

All financial instruments are measured initially at their fair value plus transaction costs that are
directly attributable to acquisition or issue of such financial instruments except in the case of such
financial assets and liabilities at fair value through profit or lgss. Transaction cost in relation to
financial assets and financial liabilities at fair value througlhfe i

Statement of Profit or Loss {
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3.3 Financial Asset Classification
NFRS 9 classifies financial assets based on two characteristics:

1. Business model test
What is the objective of holding financial assets? Collecting the contractual cash flows? Selling?

2. Contractual cash flows’ characteristics test
Are the cash flows from the financial assets on the specified dates solely payments of principal and
interest on the principal outstanding?
Based on these two tests, the financial assets can be classified in the following categories:
a. Financial Assets at Amortized Cost
b. Financial Assets at Fair Value Through Other Comprehensive Income
¢. Financial Assets at Fair Value Through Profit Or Loss

A financial asset shall be measured at amortized cost if both of the following conditions are met:

(a) The financial asset is held within a business model whose objective is to hold financial assets in
order to collect contractual cash flows; and

(b) The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

A financial asset shall be measured at fair value through other comprehensive income if both of the
following conditions are met:

(a) The financial asset is held within a business model whose objective is achieved by both
collecting contractual cash flows and selling financial assets; and

(b) The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding.

3.4 De-recognition of Financial Assets
An entity shall derecognize a financial asset when, and only when:
(a) the contractual rights to the cash flows from the financial asset expire, or
(b) it transfers the financial asset, and the transfer qualifies for de-recognition.

3.5 Financial Liabilities Classification
An entity shall classify all financial liabilities as subsequently measured at amortized cost,
except for:
(a) Financial liabilities at fair value through profit or loss. Such liabilities, including derivatives
that are liabilities, shall be subsequently measured at fair value.
(b) Financial liabilities that arise when a transfer of a financial asset does not qualify for

derecognition or when the continuing involvement approach applies.
et g
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3.6 De recognition of Financial Liabilities
An entity shall remove a financial liability (or a part of a financial liability) from its statement of
financial position when, and only when, it is extinguished— i. e. when the obligation specified
in the contract is discharged or cancelled or expires.

The difference between the carrying amount of a financial liability (or part of a financial
liability) extinguished or transferred to another party and the consideration paid, including any
non-cash assets transferred or liabilities assumed, shall be recognized in profit or loss.
3.7 Impairment of Financial Assels
An entity shall recognize a loss allowance for expected credit losses on a financial- asset that is
measured at amortized cost or fair value through other comprehensive income, a lease receivable, a
contract asset or a loan commitment and a financial guarantee contract to which the impairment
requirements apply.

Subject to paragraphs on purchased or originated credit-impaired financial assets, at each reporting
date, an entity shall measure the loss allowance for a financial instrument al an amount equal to the
lifetime expected credit losses if the credit risk on that financial instrument has increased
significantly since initial recognition.

Subject to paragraphs on purchased or originated credit-impaired financial assets, if, at the
reporting date, the credit risk on a financial instrument has not increased significantly since initial
tecognition, an entity shall measure the loss allowance for that financial instrument at an amount
equal to 12-month expected credit losses.

4. Simplified approach for trade receivables, contract assets and lease receivables
An entity shall always measure the loss allowance at an amount equal to lifetime expected credit
losses for:
(a) Trade receivables or contract assets that result from transactions that are within the scope of
[FRS 15 Revenue from Contracts with Customers, and that:
(i) Do not contain a significant financing component in accordance with IFRS 15 Revenue from
Contracts with Customers or
(ii) Contain a significant financing component in accordance with IFRS 15 Revenue from Contracts
with Customers, if the entity chooses as its accounting policy to measure the loss allowance at an
amount equal to lifetime expeeted credit losses. That accounting policy shall be applied to all such
trade receivables or contract assets but may be applied separately to trade receivables and contract
assets.
(b) Lease receivables that result from transactions that are within the scope of IFRS 16 Leases, if
the entity chooses as its accounting policy to measure the loss allowance at an amount equal to
lifetime expected credit losses. That accounting policy shall be applied to all lease receivables but
may be applied separately to finance and operating lease receivables.

5. Depreciation and Amortization

1. Depreciation is recognized so as to write off the cost of assets (other than freehold land and
properties under construction) less their residual values over their useful lives, using the written
down method. b

e_ ...
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4. Amortization is recognized on a straight line basis over their estimated useful lives. The
estimated useful life and amortization method are reviewed at the end of each reporting period,
with the effect of any changes in estimate being accounted for on a prospective basis.

3. Depreciation is provided on the written down method based on the estimated useful lives of the
assets determined by the management. Depreciation on additions to fixed assets is charged on
pro-rata basis in the year of purchase. The Assets procured up to Poush end are absorbed fully,
procured up to Chaitra End are absorbed 2/3% and procured afier Chaitra end are absorbed 1/3™
amount of total cost. The useful life of the assets and the corresponding rates at which the assets
are re depreciated are as follows:

Eate-gory of Assets Eshmated usel'uI_Llfe _ Depreciation Rate

| Building/Civil Structure 30 years 3.33%

| Plant and Equipment 20 years 5%

| Office Equipment 4-5 years 25%

' Furniture and fixtures 4-5 years 15%

| Computers and accessories 4-5 years 25%

Vehicles 3 years 20% |

4. Useful life is either the period of time which the assets is expected to be used or the number of
production or similar units expected to be obtained from the use of asset.

The estimated useful life, residual values and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted for on a prospective
basis.

6. Impairment of non-financial assets

Non-financial assets subject to impairment testing include intangible assets and property. plant
and equipment. Impairment of material intangible assets under construction are tested at least
once a year. Assets subject to depreciation and amortization are reviewed for impairment
whenever events or changes m circumstances indicate that the carrying amount may not be
recoverable.

An impairment test is performed by comparing the carrying amount of the asset or cash
generating unit (CGU) to its recoverable amount. The recoverable amount is calculated as the
higher of the fair value less costs to sell and Value in use which is the present value of the
future cash flows from an asset or CGLL

6. Retirement Benefits Obligations
6.1 Defined Contribution Plans

A defined contribution plan is a post-employment benefit plan under which MEHL pays fixed
contribution into a separate Institution (or own fund) and will have no legal or constructive
obligation to pay further contributions if the fund does not hold sufficient assets to pay all
employee benefits relating to employee services in the current and prior periods, as defined in
Nepal Accounting Standards — NAS 19 (Employee Benefits).

The contribution payable by the emnloyer to a defined contribution plan in proportion to the
services rendered to by the MEHI. employees and 1s recorded as an expense under ’Fs:rsonne]
expenses' as and when the& become due. Unpald cunl.nbuhum if dIl}’, arE: recorded as a

e

L




6.2 Defined Benefit Plans

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan.
Accordingly, staff gratuity and leave encashment has been considered as defined benefit plans as
per Nepal Accounting Standards — NAS 19 (Employee Benefits).

6.3 Gratuity

Gratuity has been booked as per the prevailing Labor Act, 2074 in Nepal. The Board of Directors
(BOD) meeting has decided to deposit the Gratuity amount i.e. 8.33% of basic salary per month of
the employee in an approved gratuity fund "Social Security Fund". As the gratuity of employee is
fixed, so as per NAS 19 actuarial valuations for Gratuity is not required in order to determine the
liability or asset that the company have at the year end.

6.4 Unutilized Accumulated Leave

MEHL's liability towards the accumulated leave which is expected to be utilized beyond one year
from the end of the reporting period is treated as other long term employee benefits. MEHL's net
obligation towards unutilized accumulated leave is calculated by discounting the amount of future
benefit that employees have eamed in return for their service in the current and prior periods to
determine the present value of such benefits. The discount rate is the yield at the reporting date on
government binds that have maturity dates approximating to the terms of MEHL's obligation. The
calculation is performed using the Projected Unit Credit method. Net change in liability for
unutilized accumulated leave including any actuarial gain and loss are recognized in the Statement
of Profit or Loss under 'Personnel Expenses’ in the period in which they arise.

NAS 19 requires actuarial valuations for Leave encashment in order to determine the liability or
assct that the company has at the year end. Actuarial valuations have been carried out (o determine
the same.

6.5 Short-term employee benefits

Short-term emplovee benefit obligations are measured on an undiscounted basis and are expensed
as the related service is provided. A liability is recognized for the amount expected to be paid under
short-term cash bonus or profit-sharing plans if the Company has a present legal or constructive
obligation to pay this amount as a result of past service provided by the employee and the obligation
can be estimated reliably.

7. Provisions and Contingencies

In accordance with Nepal Accounting Standards (NAS) 37- Provisions, Contingent Liabilities and
Contingent Assets, a provision is required to be recognized where there is a present legal or
construetive obligation as a result of a past event that can be estimated reliably, and it is probable
that an outflow of economic benefits will be required to settle the obligation, the timing or amount
of which are uncertain.

The company has made provisions for all those obligations meeting the definition of NAS 37.

A contingent liability is a possible obligation that arises from past events whose existence will be
confirmed by the occurrence or nonoccurrence of one or more uncertain future events beyond the
control of the Company or a present obligation that is not recognized because it is not probable that
an outflow of resources will be required to settle the obligation. A contingent liability also arises in
extremely rare cases where there is a liability that cannot be recognized because it cannot be
measured reliably The Company does not recognize a contingent liability but discloses its exj
in the financial statements. 1




‘@ HARAT A7 Eagay FiHe 2

A contingent asset is a possible asset that anises from past events and whose existence will be
confirmed only by the occurrence or nonoccurrence of one or more uncertain future events not
wholly within the control of the entity.

Provisions, contingent liabilities, contingent assets and commitments are reviewed at each reporting
period.

8. Government grants

Government grants are assistance by government in the form of transfers of resources to an entity
in return for past or future compliance with certain conditions relating to the operating activities of
the entity.

Government grants can be Grants related to assets or Grants related to income. Under Grants
related to assets, there is a condition that the entity shall purchase, construct or otherwise acquire
long-term asscts. Grants related to income are grants other than grants related to assets.

Government grants are recognized when there is reasonable assurance they will be received and the
corporation will comply with the conditions associated with the grant. Government grants that
compensale the corporation for expenses Incurred are recognized in profit or loss in the same
period in which the expenses are recognized. Granis that compensate the corporation for the cost of
an asset are recorded as deferred revenue and recognized in other revenue over the service life of
the related asset.

Government grants shall be recognized as income over the periods necessary to match them with
the related costs which they are intended to compensate, on a systematic basis.

Once a government grant is recognized, any related contingent liability or contingent asset is treated
in accordance with NAS 37: Provisions, Contingent Liabilities and Contingent Assets.

9. Borrowing cost

As per NAS 23, Borrowing costs are the costs incurred by the company in borrowing loans for
construction of assets or any capital goods. Borrowing cost also includes exchange differences to
the extent regarded as an adjustment to the borrowing costs. Borrowings can be general or specific.
Borrowing costs are capitalized till the construction of asset is complete and is ready for use.

The costs have been charged to Statement of Profit or Loss since the asset has already come into
operation.

Company has paid the interest of previous year in this year and charged in the PL as it was not
recognized in previous year. Total interest of previous year recognized in this year on payment
basis is NPR 3,00,46,539.81.

10. Leases

Leases are recognized as a finance lease wherever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

10.1 Company as a Lessee

Operating lease payments are recognized as an expense in the statement of profit and loss on a
straight-line basis over the lease term unless ann"tlgcr systematic basis is more representative of the
time pattern of the user's benefit.

10.2 Company as a lessor @ I ! E ?




Lease Income from operating leases shall be recognized in income on a straight-line basis over the
lease term, unless another systematic basis is more representative of the time pattern in which use
benefit derived from the leased asset is diminished.

The company has accounted for operating lease payments on straight line basis over the period of
lease term and made necessary changes in previous year's figures in respect of operating lease as
per NAS 17.

11. Income Tax

As per Nepal Accounting Standard- NAS 12 (Income Taxes) tax expense is the aggregate amount
included in determination of profit or loss for the period in respect of current and deferred taxation.
Income Tax expense is recognized in the statement of Profit or Loss, except to the extent it relates
to items recognized directly in equity or other comprehensive income in which case it is recognized
in equity or in other comprehensive income.

Income Tax Act 2058 has specified a tax rate of 25% flat for Hydropower Companies.

As per Section I1 (3 Gha) of Income Tax Act 2058, Hydropower companies are exempted from tax
for the first 10 years of its operation and 50% concession on tax is provided for the next 5 years
thereon.

Manakamana Engineering Hydropower Ltd. plant (SMW) has started its commercial operation
from 23 Kartik 2077. Thus, the company is in tax holiday period.

11.1 Current Tax

Current tax assets and liabilities consist of amounts expected to be recovered from or paid to Inland
Revenue Department in respect of the current year, using the tax rates and tax laws enacted or
substantively enacted on the reporting date and any adjustment to tax payable in respect of prior
years.

According to Section 11(3D) of Income Tax Act, 2058 corporate tax is 100% exempt for 10 years
and 50% exempt for further 5 years as eligible under the current hydropower policy of Government.
Therefore, provision for corporate tax has not been made with respect to operational revenue from
the project.

However, required provision has been made in respect of interest income earned on term deposits.
11.2 Deferred Tax

Deferred tax is recognized on temporary differences between the carrying amounts of assets and
liabilities and the amounts used for taxation purposes (tax base), at the tax rates and tax laws
enacted or substantively enacted by the end of the reporting period.

Deferred tax assets are recognized for the future tax consequences to the extent it is probable that
future taxable profits will be available against which the deductible temporary differences can be
utilized.

Income tax, in so far as it relates to items disclosed under other comprehensive income or equity,
are disclosed separately under other comprehensive income or equity, as applicable.

Deferred tax assets and liabilities are offset when there is legally enforceable right to offset current
tax assets and liabilities and when the deferred taxsbalances related to the same taxation authority.
Current tax assets and tax liabilities are offses-whére-he entity has a legally enforceable right to

offset and intends either to settle o get basis, or to_realize the asset and settle the liability
simultaneously. s @M‘ .
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The company is in tax holiday period due to which no temporary differences arise on carrying
amount and tax base and hence no deferred tax assets/liabilities have been recognized.

12. Cash and Cash Equivalent

Cash and Cash Equivalent in the statement of financial position comprise cash in hand, cash at
Banks and Financial Institutions.

13. Inventory

Cost of inventories comprise of cost of purchase, costs of conversion and other costs in bringing the
asset to the location and condition intended to be used by management. Inventories are stated at
lower of cost aor Net realizable value. Net Realizable value represents the estimated selling price of
the inventory less any estimated costs to sell. Inventory is maintained in First in First out (FIFO)
Basis.

14. Revenue Recognition
14.1 Sale of electricity

NAS 18 on 'Revenue’ requires revenue to be recognized when it is probable that economic benefits
associated with the transactions will flow to the entity and the amount can be measured reliably. It
requires that the entity has transferred the risks and rewards of ownership of the goods to the buyer.

Sale of electricity is the regular course of business of MEHL, therefore revenue is recognized at the
rate/s given Power purchase agreement based on the approved meter reading from Banchare
(Alternative) substation of Nepal Flectricity Authority. Revenue is recognized after netting off any
deduction made by Nepal Electricity Authority.

14.2 Dividend and Interest income

Dividend income from investment in shares is recognized when the right to receive the payment has
been established.

Interest income from a financial asset is recognized when it is probable that the economic benefits
will flow to the entity and the amount can be measured reliably.

All other incomes are recognized on accrual basis.

15. Foreign currency translation

16

The functional currency of the Company and its subsidiaries is determined on the basis of the
primary economic environment in which it operates. The functional currency of the Company is
Nepalese Rupee.

Revenues and expenses resulting from transactions in foreign currencies are translated to Nepalese
Rupee equivalents at exchange rates approximating those in effect at the transaction date.

Monetary assets and liabilities denominated in foreign currencies are translated into Nepalese rupee
at the exchange rate prevailing at the reporting date. Translation gains and losses are credited or
charged to Profit or loss in the current period.

Exchange differences arising on the settlement of monetary items or on iranslating monetary items
at rates different from those at which they were translated on initial recognition during the period or
in previous financial statements has been recognized (using the closing rate of reporting date) as
foreign exchange gain or loss and adjusted with statement of Profit and Loss as per NAS 21.

Proposed Dividend

Dividends on ordinary shares are tecogmzel.‘l as a hablllt}' and deducted from equity when th
approved by the CﬂmMs »ﬁfm Interim dividends are deducted from equj
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Dividends proposed by the Board of Directors after the reporting date is not recognized as a liability
and is only disclosed as a note to the financial statements

16.1 Withholding tax on dividends

Withholding tax that arises from the distribution of dividends by the Company is recognized at the
same time as the liability to pay the related dividend is recognized.

17. Other Income

Other income includes foreign exchange gain, income from sales of office vehicle and other
miscellaneous income.

18. Operating segments (NFRS 8)
Operating segment is a component of an entity:

a. That engages in business activities from which it may earn revenues and incur expenses
(including revenues and expenses relating to transactions with other components of the same
entity).

b. Whose operating results are regularly reviewed by the entity’s chief operating decision maker to
make decisions about resources a to be allocated to the segment and assess its performance; and

¢. For which discrete financial information is available.

NFRS 8 requires an entity whose debt or equity securities are publicly traded, that files, or is in the
process of filing, its (consolidated) financial statements with a securities commission or other
regulatory organization for the purpose of issuing any class of instruments in a public market, to
disclose information to enable users of its financial statements to evaluate the nature and financial
cffects of the different business activities in which it engages and the different economic
environments in which it operates.

19. Earnings per share

Earnings per share is the portion of company's profit allocated to each outstanding share of common
stock. Basic earnings per share is computed by dividing the net profit/ (loss) for the year by the
weighted average number of equity shares outstanding during the year.

Basic earnings per share is calculated by dividing the net profit for the year attributable to equity
holders of the parent by the weighted average number of ordinary shares outstanding during the
year, as per the NAS.

FY 2080-81 ) FY 2079-80

- .NAS_;FS - Earnings per Share
Amount used as a Numerator
| Profit Attributable to ordinary
| Shareholders (86,592,025) (56,538,896.00)
| Amount used as the Denominator
Weighted average number of Ordinary
g _ 8,000,000.00 | 5,2ﬂﬂ,Dﬂﬂ,ﬂG
| Basic Earnings per Ordinary (10.82) (10.87)
| Share (NPR) A
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MANAKAMANA ENGINEERING HYDROPOWER LTD.

Anamnagar-29, Kathmandu, Phone: 01-4102606 i = =
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