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INDEPENDENT AUDITOR'S REPORT
TO THE SHAREHOLDERS OF MAILUNG KHOLA JAL VIDHYUT COMPANY LIMITED

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

DPINION

We have audited the financial statements of Mailung Khola Jal Vidhyot Company Limited (the "Company”),
which comprize the Statement of Finoncin] Position as at Ashad 32, 2082 (July 16, 2025), Statement of Profit or Loss,
Smaement of Cther Comprehensive Income, Statement of Cash Flows & Statement of Changes in Equity and for the
year then ended, snd notes to the financial statements, including a summary of significant aceounting policizs.

In our opinion, the accompanying financial staterments present fairty, in all material respects, the finencial position of
the Company as af Ashad 32, 2082 {July 16, 2025), and of its financial performance and its cash flows for the vear
then ended in ascordance with Mepal Financial Reporting Standards [NFRS).

BASIS FOR OPINION

We condected our audit in accordance with Nepal Standards on Auditing (NSAs). Our responsibilities under those
stardards are further described in the Auditors Besponsibilities for the Audit of the Financial Statements section of
cur Report, We are independent of the Company in secordance with the ICAN's Hardbook of Code of Ethics for
Professional Accountants topsther with the ethical requiremients that wre relevant o owr sudit of the financial
statements in Nepal, and we have fulfilled owr other ethical responsibilities in accordance with these requirements
and [CAN's Handbook of Code of Ethics for Profeasional Accountacts, We believe thet the audit evidence we have
obtained is sufficient and appropriate te provide a basis for our apinion.

KEY AUDIT MATTERS

Ky audit matters are those matters that, in our professional judgement, were of most significance in our audit of the
financial stutements of the finaneial vesr ended on Aghad 32, 2083 (July 16, 2025}, These matters were addressed in
the eontext of our oudit of the financial statemants as a whole, and in forming our opinion thereon, and we do no
provide a sepamte opinion on these matters. We bave determined the matters describod below 1o be the key audir
matbers to be communicated in cur report.

Key Audit Matters How our audit addressed the key andit matters
| 1. Revenne Fl.ﬂ:lguhun Hydrodectric Power Sales "y N

[ The l."d:-mm}' recognizes revenne from the | We assesied the Cempany’s revenue recognifion policies, focusing
sabe of hydroelectric power, involving the | on the recognition criferia and methods used to determine the
determination of the appropriate timing of | smount of revenue to be recognized. Our procedures Included
revenue recognition, consideration of | testing  the acocuracy of reported revenue, evaluating the
sontractsal obligations, and compliance | epproprimeness of Tevenee allocation, and ensaring campliance with
with accounting standards, relevant accounting standards. We have reconciled te data with the
memo from NEA, Based on our evaluation, no significant impact 1s
determined on the Financial Performance & Financial Position of
the company, The company has sold 22,473, 283,533 KWh of energy

o Mepal Elsciricity Authority (NEA) amounting todal of NPR
80,2003, 290,49, Out of this, NPFR. 27,590.50 is deducted a5 cost of

energy used by plant from NEA @ NFR 4.75 per KWh and NPR
1, 784,065,381 ns Rovalty Deduction for FY 2081782 Actual Payrant
made by MEA duning the vear aﬁm_' self consumption and royalty
deduetion is NPR £7,391,634, 18, -1, ﬁ

Al l.
|lr\-.-e1r| |‘r|I-:||:'I| Ul
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Key Audit Maiters

| How our andit addressed the key audit matters

1. Compliance with Regulatory Reguirements

various regelatory requirements, permits,
and licenses. Non-compliance with these

The hydro power indastry is subject to |

We performed procedures to assess the Company's compliance with
relevant regulatory requirements, including reviewing regulatory
filings, permits, and correspondence with regulatory authorities, Cur

procedures included evaluating the potential financial impacts of
any identified non-compliance and assessing the adequacy of related
disclosures.

regulations may  have  financial
implications. t

3. Valuation of Invesiment Secaritics
The Board of Director of the company
decides o represent  the  imvestment

We aceessed the recognition of investment securities on Fair Value
Through Profit or Loss (FYTPL} as per NFRS © — Financial
securites on Fair Value Through Profit or | Instruments. Further, the assessment of used valustion technique are
Lass (FNVTPL). being made as per Level 2 hierarchy prescribed by NFRS 13 — Fair
i Value Measarement.

RESPONSIBILITY OF MANAGEMENT AND THOSE CHARGED WITH GOVERNANCE FOR THE
FINANCTAL STATEMEMNTS

Management is responsible for the proparation and fair presentation of the financial statements in accordance with
Mepal Acconmting Standands (NAS) and for such internal contrel as management determines is necessary o enable
the preparation of {inancial statements that are free from moterial misstatement, whether due to fraud or ermor.

In preparing the financial stiements, management is responsible for assessing the Company's ability to continue as
a going concern, disclosing, as applicable, matters related 10 gomg 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
aliernative but to do so,

Those charped with Governance are responsible for oversesing the Company”s financial reporting process.

ALDITOR'S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Owr ohjectives are to obiain reasonable assurance about whether the financial satements as a whole are free from
material misstatement, whether due to fraud or error, and to iscoe an auditor's report that inchades cur opinion.
Ressonable assurance is high level of assursnce bat is not a guarsntee that an awdit conducted in accordance with
N5As will always detect a material misstatement when it exists, Misstatemenl ¢an arise from fraud of error and are
considered material if, individaally or in the sggregate, they could reascnably be expecied to influencs the economic
decisiona of users taken on the basis of these financial stalements,

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

»  [dentify and assess the risk of material misstaternent of the Anancial stasements, whether due to fraud or emror,
design and pesform audit procedures responsive to those risks, and obtained sudit evidence that is sufficient and
appropriate 1o provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting, from error, #s fraud may involve collusion, forgery, intentional omissions,
misrepresentationg, or the override of internal control.

= Ohtain an understanding of inteenal control relevant 1o the audit in order to design audit procedures that are
approprinte in the circumstances, but not for the purposes of expressing an opinion on the effectiveness of the
Compiry”s inernal control

* Evalunte the appropriatenass of accounting polices used and the reasonableness of accounting estimiges and
related disclosures made by the management.

= Conclude on the appropriateness of the management's use of the going concern basis of sccounting and, based
on the audit evidence obtained, whether 8 material uncertzinty exista related to events or conditions that may

9%



cast significant doubt on the Company's ability 1o continue as a going concemn. If we conclude that & material
uncertainty exists, we are required to draw attention in our auditar report 1o the related disclosures in the
financial statements or if such diselosures are inadequate, to modify eur opinion. Our conchisions sre based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may ciuse
the Company to cease to continug s a poing concem.

*  Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
ard whether the financial statements represent the underlying transactions and events in a manner that achieyes
fair presentation

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

We communicate with those charged with governance regarding, among other matters, the planned scope and tming
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our andit. 5

REPORT ON THE REQUIREMENTS OF COMPANY ACT, 2063
We have examined the antached Financial Statements and report that:

" We have obewined satisfactory information and explanations asked for, which, to the best of our knowledge
and belief were necessary for the purpose of our audit. were adequate for the purpose of the audit;

*  The financial statements inchuding the statement of financial pasition, statement of profit or loss, sstement
of changes in equity, statement of cash flows including & summary of significant accounting policies and
other explanatory notes have been prepared in all material respect in accordance with the provisions of the
Company Act, 2063 and they are in agrezment with the books of accounts of the Company;

*  The accounts and records of the Company are properly maintained in accordance with the prevailing laws
with exceptions to setthement of related party, adherence to procurement procedures & other relevant matters
included in our management report provided with this report.

C & Saroj Suryabanshi
Parthgr
L5, & Aszociates

Chartered Aceountants
Date: 3 Poush, 2082

Place: Kathmuondu
LUDIN: 2512 19CAD 5435CTHR
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Mafoag Khobe Jal Vidhyur Company Limised
Kattwsandu, Megal

Stutement of Flanscial Positien
Az on Tind Asbadly JOBZ (161k Fuly 20093

Amowat ia NFR

Fardiculars

Mules  As wt 32nd Ashadh 2082 Asal Il Ashads 208D
— ——

Amsel
Mon current Aseels

Property, Plant s Equipment £10 £58.371 HR1 106
Intangible Assgis §1] RO RE5 J00 619,104,243
Evestment Secunites 4.2 76,745,330 T35, 141
Dnligs Mes-Current Asseis LA R 4.111,335 25,230
Tretnl Men Current Assels A3 301,442 g},ﬂ.ﬂl.ﬁm
Curremi Assris

Trade Receivenles 4,14 135 148 950 136, TA7 586
Cash mad Cash Eguivalents 4,15 2647 494 4 TLIMR
Chitwe Fismrcinl fAsseis 400 LITEA3T 4,314,482
Ciber Crrresd Assels 4.17 3,20% 531 3,233,503
Lumenl Tas Adsets i, IR 833551 15410
Testal Coreemt Assets I8, 131,976 149,173
Total Awets BT RN AIE uu,:ﬁﬁ
Equity and Linbiliies

Eruily

Share Capminl 4,19 o 388 36,309 B
Retmived Earnings 4.0 3 665 B9 E40, 2940
Jotnerves . 2028345 747963
Tatsl Fguiey IHL0 R 377, 748,06}
Non Carrent 1 bhilities

Bormowings 4.21 JIE 020605 b I
Chiher Linhilines 4.3 G2 A35211 44763, 161
Eedered Tax Lishdldes 4.3 i5 015950 45514 163
Tedal Mon Current Liakilitbes Jl'i".iﬂliﬁ!- m.n]ezs
Cuorrent Llahilirkes

| Short Tem Boermwdings Rl 93,458071 87,844,224
Caher Lisbitines 48 935451 2.7 07
Trache Prrvableg 434 3.293.391 LTAL90
“Tutal Current Liaibllities 57,884,113 04,333,190
Tutal Equity amd Lishilities 07 403418 B4L. 210558
Cearlingenl Liabdifics und Commitmenis 4.25 = -
PRt pEsteds vakkd ser shure 14Fi 51 |{HE 3§

The accompueying notes ane imegeed pict af these financial stsements.
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i 2o82.00.03
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Meilong Khela Jul Vidhyut Company Limited

Stntement of Frofil or Loss

Kathmend, Nepal

Far the period ended 3Znd Ashadh 2062 (166 J=ly 2075)

Purticalars
Revers
Lot of Snles
(reas pradit
(riher Incoene

Persoanel Expenses
riher Opermating & Administrative Expenses
Trepreciation & Amortisation

Operating profit

Finanee Cost
Cicher Oipurating Incomse Logs)

Fair Valwe Gaind (Loss) on Imastment through FVTPL

Profil Before Tax

Imcome Tan Expesass
Ciorreet Tax
Dieferred Tux

Prafit for the year

- - ey
Earsdigs pur Equity share of K& 100 Each
Basic Easniings per Share
Diluted Enrnings Per Sharg

Thee accompanying noles are imtepral part of these firancial stalensdns

Einay Chipalis Blasantn Chandra Murshatia

Crepemal Mladsger Chairperson

A —

l':l |.|:-Hlllllll'| Mahain el st
Crirecenr i recior
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4 gy
Ploce; Kathmamndu i —\\—: :
o .

[ube: Qoi], G307, |! 2l anid
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4.1
4.2

43
44
15
46

4.7
4.4

4.9

Amanni i NFR

Modes  Current Pepind  Previons Period
B9 205 304 5,371,071
12,036,918 13,281,370
TL166372 HI,5H9, T
3,407 636 f, 300,251
4,466,432 4149479

L Bk 15685

A5, I, (44 45,002 481
27,034 3 2415
1385, Iy 14,793,587
4306, 154 46,506,041
4568964 AT 02 ATH
1,205,566 307263

L 45,425

1,989.594 S10.530

7o 1.1

i 74 24

D Saunt] K umar Pokhrel

[Firecdor

A5 per ouar repor] of even dime,

Pormeer

ALE. & Asspeloiea,

Chartemd Acenunnmte



Mailung Khola Jal Vidhyut Company Limited
Kathmonda, Nepal

Statement of Other Comprebensive Income
For the perind ended 32nd Ashadh 2082 (16th July 202%)

Asroros in NPR
Particulars Carrent Perlod Previous Perfod
Prafit For the vear £,985 504 215,630
Mher Comprebensive Income:
Gains#lusses) from investments in equity instruments measured a fale value - -
Acluarial guinsilosses) on defined benefit plans 1,463 857 (42334}
Incorme tax relating to above items § 1B2.983) 5,202
Dihir comprebensive galn{loss) for the net of fax 1,280,484 (37042
Total comprehensive gain/(loss) for the vear,net of tax 4,270 478 Ru2 597

The accampanying moles are integral pan of these financial statements.

Qb= 0‘6“"@/ ® N

ma Chn[mlu I]asrumt,hnndra Hm-a]:mn B 3 Dr. Sunif Kumar Ful:hrea
Gigmerul Marager Chairperson Drirairor Lifreciar

}f

As per our report of even. date,

E'EIILI Kumah Mn:lnlu U'll'llﬂl Bmm
Director [Mrector Director
I8, & Asscinfes,
u—— Chartersd Accountants
i '.\-I:'I_"!_; o

Place: Kathimandu l-' ad
Dale! 2683 9803 (g9 18t |
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Mailumg Whods Jnl Vidhyst Campany Limited
Kathatanda Mepal

: St bement af Clawges n Eguicy
Far ibe period eoded 3ind Asladh 2082 ¢ L6 Juby 2025

Ao 1 1P

Particulnr

Share Capltsl

-I'hTm ol Shirawan 0l Tidn

Cromprehensive lecoim Nfor e yoar

Frofit Toer the vear

Cither Comprebensive Income, Net of Tas
Goisslnssex) from livesimest i equity insinansests
mcisured ot Inr selue

Chwinaikirses | on revaliscidn

tefumried gmingiloszeat on deGhed bone i plars
Gz koowet ) #n ash flow hedge

Tedal Comgre benve [ncome for the vesr
Prarsfine (o Fesarves during the yer

Tindsde P Measrves durmsg the year

Prioe Pariod Adjussnenis

Tremsactinns wil Crhvners, dirsctly recoprizsd in Eguiy
Shase lamud

Dhivitend 1o Eguiny-Ealders

Beommals Slires Il

Cash Dbeidends Tax-on Dvidend Pesd

LLAERE

E, 176 R00

Share
Fieainm

Reimined
Eaming

[Hhar

Regerves Tuesl

4,126

ETFAT

(R (]
(440,329)

207 1T AT AL

18,659

4234 [42,334)

254} 77,305

- (246,347

4.4 359)

——— " U LVTICCHC D EEC
Toted Comtritiutiong by and Distribotioes

£, E00

(7,903,827

TEREL 200,659

Balanee i Askadh 31, 20461

MISEN  FTLTARIND

Adkisstmants

Balenes &1 Shrawen U1, 2081

Uemprehensive Inogine For the year

Profit for the yes

M- Comprehensive laesme, Mei of Tax
Clnimsd{losses) B Imvistiment in equity insrmets
isdigiired af fair value

G livees ) £ revaluaiion

Avermaridl goime lusves ) om delined boedit gluss
diasme] hsses) on cad ow hedpe

Totdl Camprebzasive lnmis for the yesr
Trarefer tn Resirves duning the yea

Trumfer frnm Reserees diirdg the year

Bons Skare Adjustimcn

Traesactiong with Chaners, directly recogaised in Eguie
Sluare el

Drividensd 1o Egeiiy-Halders

Havmnid Shanes Issued

Cash Disidesd! Ty on Drevsdosd Paikd

AT 319,500

0z

2,900 50

TSRS 3T 4RDED

Totnl Cambribucions lry ansd Disgributiens

LR _arma

alance ai Ashudh 33, 3082

7O, jaelh

I&HJIE BRIFNA, S48

The gpcompany g nvies ore smegml part 0F these firancinl statementy

Bimay Chigali
Creneral Manager

Krees K marl Mo
Dhnecioe

Pape Kathirands
g LohL.08 af

)

Prriner . _.-
L5 & Assns kg,
Charigred Aceoumssis



Mailump Khoks Jal Vidhyve! Compasy Limdied
Knthmandu, Mepal

Siatrmneat of Cesh Flows
For the period ended 32nd Ashadh 3083 {16ch Jaly 2005)
Apuend iy AFE

Partleslars T Curremt Perisd Frevious Perladd
CASH FLOAWS FROM OFERATING ACTIVITIES

Frofit After tax 2095 504 Gjapi
Audjustment b reconcile profit before ma iocugh provided by operating welivities

Dieprciation oo Fixed assens 152134 ZED. 112
Amortisazion of btangikles A5, 067 By 44751358
Isxinmez froen Cxther invesiments (X ART 536 18I0 5T
ToP &L FTIES 260 34,793, 557
Incosng Tax Expumse 1,255 565 1557 %63
Dpérating profit before wirking capital changes TIAGLAIT TESAL, 007
{Intrense Dot reany in Currend Assels

Trude Receivahle: I, S8A A20 4,582,500
Emveniures - -
Cither Cisrent nasess (2400 498) (14091
Intreasei[Decrense) m Current Liabdliiges

Shart Term Bermmings S ENOE4T JEE 002
Citbser Current [l Bitiie: [2TH.93) (4. 300,153 5)
Diperating Cask Flows sfter Changes [n warkisg capltal L0043 231,965
et Cash Flow from Ciperating Activides belore Tax Paid T 1T ARG T A TA N
Inenns Tax Paid {2, k03,7 {1,506, 2074
Nt Cash Flow frem Operatisy Activites TG00 71 T4E60,60¢
CASH FLOWS FROM INVESTING ACTIVITIES

PaochaseSale of Praperly and Equipmen {0, BT (B 6
Peeciase/Sales of Inmangible Assees {6, B0 (i) {1,799365)
FescimaseSuled of Invesmena - =
Fair Veksg Adljustmani e 2 LT (46506 0 1)
Mgt Cash Daed in Luvesting Asohvites (11, 155453) [ELEREEETTT]
CASH FLOWS FROM FINANCING ACTIVITIES

Ingrease in Equety - 8,1,k
Irrgased Decreese ) in Mo Care Liabilies [ELH TR ] 13,800 %18
mcrense @ Acmoaris] Ressroe 12541, EB4 {42 3 04}
[ediresd Paid (79,305 280 L PR T
Heaus Share bsued i (B 1T d0)
Uax on Aoaus Shire Paid . (430,355
Diber Adljintivenis - {248 30T
Bonus Share Adjusimant on Betsined Esmings . "
i Cash from Finnecisg Activities (B 38, 2 120 402,26
Mt Inerense (Deorease) in Cush anil Cash Eguivalents (2324603} 4367919
Opening Cish anid Cach Eguivaless 4,872 0948 2,504,174
Effeci ol E B fluotsatkns o Cagh ond Cash Pyuivakens Held

Clesing Cash amil Cash Fguivalents 2,647 05 4,E7E 08

The nocom passy g noies are integral past of these Mmncial satements

Ciemeral Muinge:

Clairpersan

kril Faman Mahats
Diiretor

Place: Kathmardu (=l 9gme |5
Dwie. 20g1.09,.0% J=
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Mailung Khola Jal Vidhyut Company Limited

Notes to and forming parts of the Financial Statements for FY2081/082

Kathmandu, Nepal

Amowr in NPR
Investment Securities 412
Particulars As gt 32032082  As ai 31.03.2081
[vestment measured ai FYTPL 76,745,338 T2.429 14
Iulﬂ N 76,745,238 TiA430.141
Diher Mon-Current Assets 4.13
Particulars Asat 32032082  Asar 3L.03.2081
Cither Mon-Comrent Asstos 4.111,333 625230
Total 4,111,333 = 615,1’!2'
Trade Receivablos .14
ﬁrlinuh;r: Asat 32032082  Asal 3032081
Account Receivables 139, 148 959 156,737 586
Tatal 135,148,959 156,737 586
——— —— _==ﬂ:==
Cush and Cash Equivalents 415
Purthculars Asat 3032082 Asatl 31032081
Cash In Hand 25.000 23601
Cash al Bank-LCY 2022 455 4 848,497
Tutal 2647 495 4,872 008
Dhther Fimaneinl Assety 4. 16
Particulars Agat 32003, 2E2 Agat 31032081
Seaft & Oher Advances 2 AR 654 2,354 801
Security Deposit S5 TR g |
Total — — S ATE AT 4 314,582
Dither Current Assets 4.17
Particulnrs Asat 32082082 A ol A103, 2081
Mizcellnncous Deposin avE. 713 698,713
Prepaid Expenses AT 280 26,350
Prepaid Insurance 2,263,534 2,208,930
Advance o Consultancy Service 300, 0k 300,000
Tuodul = 3,3‘1?]:‘;33 3,233,903
Current Tas Assets 4.18
Particulars As Al JL03.2082 As &t 30032081
Imcoime Tax Lizbilities (1265566} {1,597 543)
Advance Tax 2,119,118 1612973
Total 853,552 15,410
s
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Mailung Khola Jal Vidhyst Company Limited

Kathmandu, Mepal

Mates to and forming parts of the Financlal Statements for FY 208082

Ampuni fn PR
Skare Capltal 4,19
Partivulars As at SLO3I0K2  As st 3103, 208]
Ecuity Share Capital IT6.519. 800 376,315,800
Taotal

376,319,858 ATh, 309, 8N

4191 Oedinary Shares

Asat 33050082 As at L033641

Crpening Share Capital 3,763,198 3681430
Addition During the Year - 41,768
Total 3,768,
409.2: Ordimary Shares
Particulnrs Al at 33032087 As st 30.00.2081
Authorized Capital =
7,500,000 Equity Shares of MRs 1 (¥ each 730,000 750,000,000
750, (1000 750,000,800
lssued capital
3,763,199 Equity Shares of NRs. 100 each TR 19.900 IT6319.900
F76.3149,900 376,319,900
Subscribed and paid up capital

3,763, 19% Equity Shares of NRa. 100 each

F6319,&0 376,310 Rod)

Tatal

EI-THW.E{H} ]T-EIEI'J'.HM

Reserves 4.2
Particulars Asal ILOAJ0RY  As a0 3033081
Retained Eamings SAGeE | 680299
Actuarial Reserve 2,028 Rdé 47 963

Toial

5,608,740 1,428,262

17.0 Mevement of Reserves

Particulbars As ot AZ03.T0A2 Asal 31032081
Teinined Earning e
Cipening Balance 0,29 B4 126
Profit{Loss) trmsferred from Income Stasemen 2,984,594 014639
Benus Ehare lssued - (5,176,800
Tax v;m Bomis Share Paid - {430 359)
Cther Adjustments = {246 107
Clmﬁ Balnnce a8 on Asar End —_—— 3069 80 _ﬁﬂ.ﬂ'ﬂ
Borrowings 411
Partleulars nt JLORNED Ao 30032081
MNon-C mrrent o
Liong Tern Lodrs I75.829,603 330,030, (06
Less: Corrent Portion of Long Term Loans { 56,900,000} (54,200,003 )

Suh-Tm|

218,929,605 175,830,003

Cuarreni

Overdraft Facilires 30, 755.071 33644 221
Cument Parthon of Long ferm losn 56,500,000 54,200,003
Sul-Tutl B3,655.071

 Tomwl

Jll,i&xt.ﬁ?f_




Mailung Khola Jal Vidhyat Company Limited
Kathmandu, Nepal

Motes 1o and forming parts of the Financial Statements for FY 2081/082

Amawt in NPR
iOther Liahilities 4.21
Particialirs As at 32032082 Aot 3103, 20681
Non-Carrent
Provision for Leave Encashment 1,985,525 2599311
Provision for Rovalty 2,831,604 2,831,604
Provision for BTS Fee = 44,384
Deferred Income ST.818,082 43 287 862
Sub-Total 61635211 48,763,161
Current
TDS Payabie 162,972 139,874
Frovizion for Actuarial Valuation Fee 20419 20419
Provision for Awdit Fee 118500 111,500
Provision for Internal Audit Fee 2T R75 XrATS
Provisions Staff Boms &% 551 2,434 279
Reverse VAT Pavable 3,123 3,023
Sub-Taotal 935,451 2771000
Toral ST0,662 1490232

e — e = ————————1

Deferred Tax Assels/ {Linbilitles) 4,23
Particulars JAs at 32.03.2082 As at 31.03.2081
Deferred Tay Assets - -
Dieferred Tax Liabilties (46,01 3,950) 45519, 163
Total (46,015,950) 45.519963
Trade Pavahles 4.24
Particulars Asat 32.03,2062 As at 31.03.2081
Sundry Creditors 3,283,591 3,781,904
_’I:'_ntﬂl — 205,5M . TR, 904
Contingent Liabilities and Commitments 4,15
Farticulars Asat 32.03.2082  Asat 31.03.2081
Cluims against company but not sccepted = -
Minimurm Royalty Penalty - .
Capital commitments - -
COthers -
Total =

£ _ . ®
t‘;‘%f 25k o il

-

=
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Mailung Khola Jal Vidhywt Company Limited

Kathmaondu, Mepal
Maotes to and forming parts of the Financial Statements for FY2081/082
Amaart in NPR
Revonue d.l
_;F_nrHu:uliu Current Ferind  Previons Perisd
Revenue From Sales of Eleciricty §0,203,200 95 E7L07]
Revenue From Others Source . =
Total 49,203,290 SEETIAT]
st of Sales iz
Partlculars Current Perind  Previons Perdod
Power Plant Operation and Maintengmee 1,265,124 1,892,927
Production Based Royalty 1,784 066 LB 6,003
Anninl Fixed Fovalty S00,000 00,000
Site Office Overhead 1,213,580 1. T6T. 205
Site Staff Cost 4,168,067 4247272
Site Vehicle Operation and Maintenance 65,169 132,193
SHe Insurance Expenses 2,440.32] 2.586,300
Site Vehicls Fuel Expenses 400,591 238,480
Total 12,036,914 13,281,370
(Hker Income 4.3
Particulars Current Fertod  Previous Perlod
[ncome from Lesse Bent 2357 2RI 1,984, 500
Income From Insurance Claim 16, (i -
Inzome from Other Services 1,124.35% 405,752
Advences Writen OfF - 4,000,000
Toial Jiﬂl!i".'.ﬁ.lﬁ EEEﬁI
Personnel Expenses 4.4
Particulars Current Period  Previous Period
Salaries, Wages, Insurance and Oiber Emploves Costs 2628160 2,424,150
Confribution 1o Provident Fund., Gratuity Fund/|esve/SSE [ e | 14553142
Traveliing Expenses 12,810 42§55
Provision for Emploveess’ Bonus 5,154 29,333
Tatal 4,466,433 4,149,479
Oither Operating & Adminktrative Expenses 4.5
Particulors Carrent Perioddl  Previous Perlod
Actearial Valuation Fes 27,145 27,145
Advertising end Publicily 316750 192452
AGM Expenses 287508 204,337
AME Charges 31,863 49,493
Bl Dbt Written OFF - 275,150
Electricity Expenses 1714 338,390
Business Promotion Expense 46,720 37,241

Y



Muilung Khaola Jal Vidhyat Company Limited
Kathmandu, Nepal

Notes to and forming paris of the Finoncial Siatements for FY 2081062

Auwraear in NFR

Communication & Intermsl Exponsss 68 202 55,864
Consultancy Fee 216,000 272,500
Custom Duty ancd Charges - .
External Audit Fee [ 13,000 13,000
Fing & Penalty [5,149 107663
Insurance & Taxes 83,155 BT, 189
Internal Audit Fes | 13,060 [ 13,000
Mesting Expenses 335,000 269G 000
Membership Feée & Renewal 24,000 24,000
Miscellaneous Expenses - -
Office Expenses 139,868 129,071
Difice Rent 656,627 A56,627
Pooja Expenses - .
Printing & Stationary 30130 26,902
Registration and Renewal Expenses 139,542 122,495
Repair & Maintemance Others 17,000 4.000
Share Monagement Fees & Changes 485,826 208,538
Wehsle Expeines 59,789 45,0940
Communication Expenses 4,440

Vehicle Fuel (Bike) 17,580 68581
Tuotal 3,239.495,18 ’__..},553,5??,154
Deprecistion & Amortisation 46
Particulars Current Periodl  Previous Period
Deprecintion of Property, Plant and Equipment 252135 2R0,112
Amortization of [nangible Awets 45,067,903 44,752,368
Tl 45320, 044 45,032,481

—U E——

Finanece Cost 4.7
Particulors Current Period  Provieus Peciod
Bank Charges & Commission 172031 472,083
Interest on Loan & Deposis 26,603,238 34 520,504
Total .E'F.iuﬁlﬁ!! 24,791,587
Other Operating IncomeLiss) 4.8
Farticulars Current Period  Previous Perlod
Foreign exchange revaluation gain i =
Ciin/loss on sale of myvestment securities 5 "
Total = =
Income Tax Expenses 4.0
Particulars Current Period _ Provious Period
Current (ax expenss

Clisment year 1,265,500 1.3%7.563
Deferved tox (Income)’ Expense 313,803

Total 1,579,369

o) ~
A5y wnded
gt

O;(W
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Mailung Khola Jal Vidhyut Company Limited
Kathmandu, Nepal

Naotes to and forming parts of the Financial Statements for FY2081/082

4.11 FROFPERTY, FLANT AND EQUIFMENT Awcrtornt 11 NPH
Computer, Furniture,
Farticulars Office & Electrical Vehicle  Other Assets Website Total
Equipment
| Cirass Block ==
At Shrawan 1 2081 3,556,502 6459650 1,164,636 28000 11,208,788
Additions 30,200 30,200
This ¥ear adjustmentwritten off - . - - -
Digposais - - - - -
At Ashad 32 2082 3,586,702 64594650 1L,164636 28,000  11,238938
Accumulated Depreciation -
At Shrawan 1 2081 332838 5954268 1,068,740 1,637 10,327,482
Additions 492914 134,769 19,179 5273 153,135
This Year adjustment written off - . - . -
Disposals . - -
At Ashad 32 2082 A395,752 6,089,036 1,087 919 [ 1L 10,570,617
Capital WIP -
At Aghad 31 2081 - - - - -
Al Ashad 32 2052 - - -
MNet book value: -
Al Ashad 31 208] 253 664 5382 D589 16,363 #1306
A1 Ashad 32 2082 134,950 370614 To. 717 31091 659371

ot B
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Mailung Khola Jal Vidhyut Company Limited

Kathmandu, Nepal

Notes to and forming parts of the Financial Statements for FY2081/082

4.11 INTANGIBLE ASSETS

Amrowrd fn NPR

Service concession arrangements inelude the entire Project of Mailung Khola Hydropower

Project (5 MW) recognized as per IFRIC-12.

Computer

Serviee Concession

Particulars Total
Software Arrangements

At Shrawan 1 2081 36,951 USK,698,415 958,735,386

Additions . 6 209 066 b, B09. 066

Disposals ;

Prior periods Adjustments - . =

Al Ashad 32 2082 36,951 965,507,501 965,544,452

Acceumulated Amortization

Al Shrawan 1 2081 35,256 339,595,887 339,631,143

Additions 1,695 45 066,214 45,067,909

Disposals - - -

Prior periods Adjusiments - - -

Al Ashad 32 2082 36,951 384,662,101 384,699 052

Net book value:

Al Ashad 31 2081 1,695 619,102,548 619,104,243

At Ashad 32 2082 . 580,845,400 580,845,400
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Mailung Khala Jad Vidbyut Company Limited
Kathmundu, Mepal

Motes fx and Forming pares of the Finnnclnl Stawements for FY 2081082

Ampyny i NPR
Beferred Tax 413
Pt Raosk Carmrying Tas Base Differemce Tax Thef. Tax
Amnuni Amount  Assep{Linbiliiy)  Rate Asset( Lkability )
Temporary Difference for:
Provizion for Leave IORS 525 - EOR5.525 125084 248.19]
Intargible Aseeds SBOR4S 400 2093 454 (AEH,TS LT 12,5085 {33,593 0Ty
Property, Plantand Equipseni 650,371 942 55 2RI 2GR 12.50% 35412
lnvestmsnt Securitle: T6I45338 25021 100 50,822,238) 2500 (12.708,550)
Totul Deferred Tas Assetsi(Linbilit 660,235,634 ) 1 (#6101 5,950
Total Deferred Tax Assets'{Liability) PY [#5.519,]163)
Met Deferred Tax Expease’Income) 4, TRG

To 31 182 963
ToP&L / ?% 313,203
|

RS
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Mailung Khola Jalvidhyut Company Lid,
Kathmandu, Nepal

For Income Year 2081/082
In¢ome Tax Caleulation Sheet for 2081082 Ameynt {n NPR
Particulnrs Hydro Business ln;-:::::t Total

Cabculation of Tazalle Income From Business

Met it as per the ML s¢count 1,071,328 3 A97 535 4,568 964
Add back: - -
Depreciation and Amartization as par Books A48, 300 044 = 45,320,044
Rﬂ' and Mainteannce nz per Books 1,547,203 - 1,547 203
Prowizion for Leave 009,118 - St 118
Fine and Penalty 15,149 - 15,1449
[Bonus Share Listing Expenses 215,000 - 215,000
Mo proper supporting documents 22,000 = 22010
Legs:Fair Value Goin{Lcas) on Investment threugh FYTPL {4,316,196) - {4,316,196}
Less: Depreciation as per tax (40,044, 883) - (40,044,883)
Leza:Repair end Maintenance as per tax (1. 326.027) - §1,326,027)
Less: Payment of Leave from Provision (599037 - (39.037)
Net Taxable Profit During the Year 3,383,708 IAYT 636 | 6851404
Lege: Loz carvied forward from tax retum of previous vea (224,559) b (324,539)
Toxable Froflt/{Less) from Business quﬂéﬁl JATT 0340 b6 A5 S
Tax Rote 12.50% 25000 Mix

Tas Provision for the Yeur 201,157 H74.400 I,.‘!i!h!ii-ﬁ

R
b
o5 S
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d1'-—|:\,---.--"-

30



MAILUNG KHOLA JAL VIDHYUT COMPANY LIMITED
Kathmandu, Nepal

5. SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS
The accounting policies set out below have been applisd consistently to all periods presented n
these Financdal Statements, and devlations if any have been disclosed accordingly.

51 Distinction of Current and Non-Current

Assets

All the assets except the property, plant and equipment’s and deferred tax assets are classified as
current assety unless specific additional disclosure i made in the notes,

Liabilities

All the liabilicies except the defined benefit plan chligetions are classified as current liahilitles unless
specific addidonal disclosure s mads in the notes.

Materiality and Agpregation

In eompliance with NFRS 1 - Presentation of Finandal Statements, each material class of similar
iterne |5 presented soparately in the financial Statements. Ttems of dissimilar nature or functions are
presented separataly unless they are material,

52 Property, plant and equipment

Property, Plant & equipment [PPE] are stated at cost of scquisition or construction less accumulated
depreciation and sccumulated impaiement Insses, If any.

Cost Includes Inward freight, duties and taxes and incidental expenzes related to scouisition,
Expenses capitalized also include applicahle borrowing costs for qualifying assete, If any. All up
Eradation / enhancements are charged off as revenue expenditure unless they bring similar
significant additional benefits. Subsequently, PPE can be measured on Cost model or Revaluation
madel,

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

5.3 Capital Work in Progress

These are expenses of capital nature directly Incurred in the construction of buildings, major plant
and machinery &nd system developmens, awaiting capitalization as PPE or Intangible assets Capital
work-ln-progress would be transferred uo the relevant asset when it is available for use, i.e. when it
14 in the location and condition necessary for It to be capable of operating in the manner intended by
management. Capital work-In-progress is stated at cost less any accumulated Impairment losses.

54  Intangible Asgets
Intangibile Aszets that the Company contrels and from which it expects future econemic benefits are
capltalized upon acquisition and initially measured at cost comprising the purchase price (including
import duties and non-refundable tawes) and directly attribotable costs to prepare the asset for its
intended use,

The useful life of an intangible asset is considered finite where the rights to such ascets are limited to

a specified period of dme by contract or law [eg, licenses] or the likelihood of technical,
technological obsolescence (e.g, computer software). IF, there are no such Iimitations, the useful life

i= taken to be Indefinite,

Incangible assets that have finits lives are amortized over their estimated useful lives by the stralght-

line method unless it is practical to reliably determine the pattern of benefits arising from the asset

An irtangible asset with an indefipite useful life is not amortized

Safoware s amortked over o period of five years,

All intangible assets are tested for impairment. Amortdzation expenses and Impairment losses and
reversal of Impairmont losses are taken to the Statement of Profit or Loss end Other Comprehensive =
Incame. Thus, after Initial recognition, an Intangible asset is carried at its cost less au:tu.ruqhte_n_l-'—_' ¥
amortization and S or impairmaent losges, (L g3 )
Intargible assets include Compuater application and Service concession arrangements (in :
with [FRIC 12),

-
= __.-'"' J

Eal



Intangible asset {Computer appiication) includes the cost of computer application developmant
including sofiware, direct charges for labor, materials, contracted services and borrowing costs as
per NAS 23,

Service concesston arrangements of MEJCL Indudes infrastructures and related assets created for
the operation of Mailung Khola Hydrapower Preject [5 MW) In Rasuwa district under the Power
Purchase Agreement with Nepal Electricity Authority for the use of the resources.

55 Right of Use Assets

A lease s 3 contract in which the right to uze an asset {the leased asset] is grantad for an agreed-
upan period in return for compenzation. The company whe has right (o use assets should be
recagnized at present value assets for the cight of use received and liabilities for the payment
obligation entered into for all leases. We are not recognized right to use assets because we have
contracted with house owner for office rent anly for one vear. Hence tme value of money for right to
use assets of ane year has been ignored. Leage liabilities include the following lease payments:

Fixed payments, less lease incentives offered by the lessor

Variable payment linled to an index or interest rate

Expected residual payment from residual value guarantees

The exercize price of call options when exercise is estimated to be sufficiently lilcely and
Contracteal penalties for the termination of lease if the lease term reflects the exercise ol
terminahle aptlon

Lease payments are discounted at the mmplict interest rate underlying the lease to the extent that
this can be determined. Otherwise, discoanting is at the Incremental borrowing rate. The Group
lease discount rate has been considered for the reporting period.

Right of Use assets are measured at cost, which comprizes the fallowing:

# Leasa Hahilities,

* Lease payments made at or prior to delivery, less lease incentives received,

# [nitial Direct Costs, and

¢ Restoration Obligations

Right of Use assets are subsequently measured at amortized cost They are depreciated over the
term of the lease using the straight-line method,

" & & B @

Mailung Khola Jalvidhyut Aayojana [5 MW)

Intangible Assets include Service concession arrangements of Mailung Khola Jalvidhyut Anyojana.
This service concession arrangement is amortized sver the contractual periad of 25 years as per the
Power Purchase Agreement (PPA) (excluding the force majeure period of 18 months}. The
remaining period of amortization s 14.76 years (excluding the force majeure peciod of 18 months),
The details of Intangible Assets [Service Concession Arrangemaents) are shown in the following table:

Arraaiint in PR .
Project cost |
Elecira- Nyam
Year Liand Chvil Works | mechanical [Hiydro- Rahabilistion Nyam Total (Year
mechanical Cosl wise)
L and Dthers) i
Before 2071-72 | BO32.843 | 326292113 2640407 | 470,943 558 - | 810,858,921 |
| FY 2071-72 31250 | 34959254 -] 50,1#%958 - | B5140.462
FY 2072-73 . 365,944 . 554,515 - . 24 H59
FY 2073-74 - | -554,350 I 51474631 | 3,367,196 | 54287477
FY 207475 = - 785,154 - . 783,156
FY 2075-Te - - x . .
FY 2076-T7 - - .
_FY I077-78 = - . = s
FY 1078-79 - 2384460 | 203,400.00
Y 1079-80 - - 314335
Y 2080-81 . ) - | 3799265 _
FY §061-82 . 2167596 | 4541470 - =1
Tatal [Assels FO0L4093 | 368,Z73 36T | 10,944,627 | 522 433,587 3367196 |
wise] | |
b rr;

R




3.6 Service Concession arrangements

[FRIC 12 on Service Concesslon arrangements provides that the Operator's right over the

infrastructure assels cannot be recognized as property, plant and equipment {(PPE) of the operator.

This Interpretation applies o public-to-private service concession arrangements if:

[a) The grantor wontrols or regulates what services the operator must provide with the
infrastructure, to whom It must provide them, and atwhat price; and

[b) The grantor controls—through ownership, beneficial entitlament ar otherwise-any significant
residual Interest in the infrastructure at the end of the term of the arrangement.

Infrastructure used in a public-to-private service concession amrangement for its entire useful life

{whole of Tife assets) is within the scope of this Interpretation, (f the following conditions satisfies,

This Interpretation applies to both:

3} Infrastructure that the cperator constructs or acquires from a third party for the purpose of the
service arrangement; and

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

The consideration recelved by the operator Is recognized at fair value. Considerstion may result in

the recognition of a financdal assct or an intangible asset.

5.6.1 Recognition as a financial asset

The Financial assct model is used when the Company, being an operator, has an unconditional
contractual right to receive cash or another financial asset from or at the direction of the grantor for
the censtruction services. Unconditional contractual right 15 established when the grantor
concractually guarantees to pay the operator (a} specific or determinable amount; (b] the shortfall, if
any, between amounts received from the users of the public services and specified or determinable
amounts.

5.6.2 Recognitionasan intangible asset

The intanglble asset moded 15 used to the extent that the MKJCL, being an aperator, recelves a right (a
license] to charge users of the public service. A right to charge users of a public services Is net an
unconditional right to receive cash because the amounts ars contingent on (o the extent that publie
uses the services, Both type of arrangements may exist within a single contract to the extent that the
grantor has given an uncoaditional guarantee of payment for the construction and the pperation ie
considered 25 3 financial asset and to the extent that the operator has to vely on the public using the
service in order to obtain payment, the operation has an Intangible asset.

The Company manages concession arrangements which will indude power supply from its hydm
power plant namely Mailung Khola Jalvidhyut Aayojana [5 MW} The Company maintains and
services the infrastructure during the concession period. The concession period for Mailung Khola
Jalvidhyut Aaynjana is up to BS 2094,/12/30, These concession arrangements set out rights amd
ooligations related to the infrastructure and the services to be provided to the public user through
Nepal Electricity Authority, The right to consideration gives rise to as intangible asset and
atcordingly, the intangible asset models is applied.

5.7 Financial Instruments

5.7.1 Date of Recognition

All financial assets and liabilities are inftially recognized on the trade dats, ie. the date that MEJCL
becames a party to the contractual provisions of the instrument. This indudes ‘regular way trades.
Regular way trade means purchases or sales of flnancial assets that required delivery of assets
within the time frame generally established by regulation or convention in the market place.

57.2 Recognition and Initial Measurement of Finandal Instruments _

The classification of Anancial instruments at the initial recognition depends on thelr purpose dpd o
characteristics and the management’s intention in acquiring them, Al financial instrum ® are ..
meagured initially at their fair value plas transaction costs that are directly attribu WPt |
acquisition or Issue of such financial instruments except in the case of such financial as and g/

Ilabilities at fair value through profit or loss, as per the Nepal Accounting Standard - NAS 38w
(Fingnelal-lgstruments: Recognition and Measurement). Transaction cost in relation to fina -
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assete and finaneial liabilities at fair value through profit or loss are dealt with the Statement of
Profit or Loss.

5.7.3 Classification and Subsequent Measurement of Financial Assels

a) Financial Assets carried at Amortized Cost [AC)

A Financial Asset Is measured at amortized cost if it is held within a businass model whose objective
|5 to hold the asset in order to collect contractual cash flows and the contractual terms of the
Financlal Asset give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding. Interest income in these financial assats is measured
using effective interest rate method.

b) Financial Assets at Fair Value through Other Comprehensive Income (FVTOCT)

A Financial Asset [s measured at FVTOCI if it is held within a business model whose objective is
achieved by both collecting contractual cash flows and selfing Finanelal Assets and 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, These Anancial assets are measured at
falr value and changes are taken to statement of other comprehensive income.

€] Financial Assets at Fair Value through Profit or Loss [FVTPL)

A Financial Asset which Is not classified in any of the above categories are measured at EVTPL These
linancial assets are measured at fair value and changes are taken ta statement of profit or loss. The
company has madz Investment on 259,231 units promoter share of Mathillo Mailung Khala
fatavidhyut Limited (MMKJL). The promoter share of the company is not freely tradable on securities
market (Nepal Stock Exchange Limited) as on reporting date. However, general share of MMK]L has
beeb listed and freely tradable on Nepal Stock Exchange Limited. The general share has been traded
on NPR 592.10 as on reporting date. The Board of Director of the company decides to represent the
Investment on MMK]L en Fair Value Through Profit or Loss (FVTPL). 50% market value of general
share has been taken as base for valulng promoter share investment on MMEIL a5 per Lewel 2
hierarchy prescribed by NFRS 13 - Fair Value Measurement. Further, provision for employee honus
has not made for the unrealized fair value gain recognized through FYTPL

58  Financial Liabilities

The Company Initially recognizes loans and receivables and debt securities issued on the date when
they are ariginated. All other financial liabilities are initially recognized on the rrade date when the
entity becomes a party to the contractual provisions of the instrument A financial liahility i=
classified at fair value through profit or loss if it is dassified as held-for-trading or i3 designated as
such on initial recognition. Directly attributable transaction costs are recognized in the statement of
profit or loss as incurred. Financlal liabilities at fair value through profit or Inss are measured at Fair
value and changes therein, including any interest expense. are recognized in the Statement of Profit
or Loss, Other non-derivative financial liabilities are initially measured at fair value less any directly
attributable transaction costs. Subsaquent to initial recognition, these labilities are measurad at
amortized cost using the effective interest method,

Other financial lisbilities consist of amount due to related parties, other ereditors including aceruals
and outstanding commission payable.

De-recognition of Other Financial Liabilities

A financial Hahility is de-recognized when the obligation under the lability is discharged or
cancelled or expires. When an existing financial Hability is replaced by another from the same lender
on substantially different terms, or the terms of an existing lability are substan tially medified, such
an exchange or modiflcation is treated as a de-recognition of the original liability and the recognition
of & new liability, and the difference in the respective carrying amounts is recognized in the
Statement of Profit or Loss.

Determination of Fair Value

‘Fair value' is the price that would be received to sell an asset or paid to transfer & liability [exit
price} In an orderly transaction between market participants at the measurement date in the:—"c
principal or, in its shsence, the most advantageous market to which the Group has access at that” i\
date. The fair value of a lizbility reflects its non-performance risk, T - :
When available, the Finance measures the fair value of an instrument using the queted pHew ingne, ¥ % 0/
active market for that instrument. A-market is regarded as active if transactions for the asset . A%
Iaa]{:g_llﬁr_. take wlace with sufficienyTrequency, and volume to provide pricing information on .______*‘ _
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ongolng basis. If there 15 no quoted price in an active market, then the Finance uses valuation
technlques that maximize the use of relevant observable inputs and minimize the use of
unabservable inputs. The chosen valuation technique Incorporates all of the factors that market
participants would take into account in pricing = transaction.

The fair value measurement hierarchy s as follows:

Level 1 fair value measurements are those derived from unadjusted quoted prices in active markets
foridentical assets or liabilites.

Level 2 valuations are those with quoted prices for similar instruments in active markets or quoted
prices for Identical or similar instruments n mactive markets and finanelal instruments valued using
models where all significant Inputs are observable.

Level 3 portfolios are these where there are unohservable inputs of the instruments. The inputs are
not based on ohservable market data

The best evidence of the fair value of a financial (nstrument at initial recognition i3 normally the
transectlon price i.e. the Gir value of the onsideration given or received, If the Finance determines
that the fair value at initial recognition differs from the transaction price and the fair value Is
evidenced nefther by 2 quoted price in an active market for an identical asset or lability [Lewvel 01
valuation) nor based on a valuation technique that uses only data from observable markets [Level 02
valuation), then the financiel instrument is initdally measured at fair value, adjusted to defer the
difference between the fair value at initial recognition and the transaction price. Subsequently, that
difference is recognized in profit or loss on an appropriate basis over the life of the instrument but
not later than when the valuation is wholly supported by observable marker data or the transaction
is closed out, In case the fair value is evidenced by 2 quoted price In an active market for an identical
msset or lakility [Lovel 01 valuation), the difference between the transaction price and Fair value |8
recognized in profit or loss immediately.

The Company has option to account for investments in subsidiaries, assoclates and joint ventures
gither:

a)  atcost

b] at fair value

| wsing the equity method

The Company has opted to account for its investment in subsidiaries, associates and Joint ventures at
fair value through profit or loss.

Long Term Loan [Bank Loan)

The company has recognized long term Hability {Bank Loan) as financlal lisbility and has been
ciassified as financial liability measured at amortized cost.

5.9  Deprecdiation and Amortization

Depreciation is recognized so as to write off the cost of assets [other than frechold fand and

properties under construction) less their residual values over their useful lives, using the written

dovm method.

L Amortization l¢ recognized om a straight-line basis over their estimated useful lves. The
estimated useful life and amortization method are reviewed at the =nd of cach reporting period,
with the effect of any changes in estimate being accounted for on a prospective basis.

2. Depreciation is provided on the writien down method based on the estimated useful lives of the
assets determined by the management. Depreciation on additions to fixed assets i charged on
pro-rata basis in the year of purchase. The useful life of the assets and the corresponding rates at
which the assets are depreciated are as follaws:

Category of assets Estimated useful life Depreciation Rate
Bullding 2647 Years | SLM {Amartized over period)
Plant and Equipment ' 16,47 Years SLM [Amortized over period)
Office Equipment 10-11 years 25%% b,
Furniture and fixtures 10-11 years 25% il sk
Computers and accessories 10-11 years 25% 2} Nt 1%
Vihicles | 13-14years 20% H

Computer software ks amortized over an estimated useful life of 5 years on straight line basis,

3. Usetul life is either the period of tme which the assets is expected to be used or the numbep-es

preduction or similar units expected (o be ohtained from the use of asset,




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

4, Office furniture, cquipment, vehicles & plant equipment costing less than NPR 5,000 per unit is
charged to the profitand loss account in the year of purchase,

5.10 Impairment of non-financial assets

Mon-financial assets subject to Impalrment testing include intangible assets and property, plant and
equipment. [mpalriment of material Intangible assats under construction are tested at least once 3
year. Assets subject to depreciation and amortization are reviewad for impairment whenever events
or changes in dreumnstances Indicate that the CRFTYING amount may not be recoverable.
An impalrment 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 fows from an
asget or CGU,

5.11 Retirement Benefits Obligations

S5.111Defined Contribution Plans

A defined contribution plan 15 a post-employment benefit plan under which MKJCL 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 employvee
beneflts 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 employer to a defined contribudon plan In proportion to the
services rendered to MK]CL by the employees and 18 recorded as an expense under ‘Personnel
expenses’ as and when they become due. Unpaid contributions, if any, are recorded as a Ha bility
under ‘“Other Habilicles,

The company has net been providing provident fund, gratuity and other retirement benefit
contribution as per labour act.

5.11.2 Defined Benefit Plans
A defined banefit plan & & post-employment benefit plan other than a defined contribution plan.
Accordingly, leave encashment has been considered as defined benefit plans a5 per Mepal
Arcounting Standards - NAS 19 (Employee Benefits).

5.11.3 Unotilized Accumulated Leave

MK]CL's lizbility tewards the accumulated leave which Is expected to be utilized beyond one year
from the end of the reporting perled |s treated as other fong term employee benefits. MEJCL's net
obligation towards unutilized accumulated leave is calculated by discounting the amount of future
benefit that employees have earned in return for their service in the current and prior perieds to
determine the present value of such benefits, The discount rate is the vield at the reporting date on
government binds that have maturity dates approximating to the terms of MKJCL's obligation. The
calculation is performed using the Projected Unit Credit method, Net change in liability for unutilized
accimulated 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
asset that the company have at the year end. Actuarial valuations have been carried out to determine
the same.

Leave encashment have been subject to actuarial valuations as per the provisions of NAS 19. The
details of valuation and basis of valuation is presented in Motes to Finaneial Statements. The

actuarial valuation of leave provision is done by GN. Agrawal T
5.12 Short-term emplovee benefits o e “I:.*' \
Short-term employee benefit obligations are measured an an undiscounted bagis and are exj?qn?eligj;.ﬁ =
as the related service is provided, A liability is recognized for the amount expected to be paid inder ¢:;?,. 7

short-term cash bonus or pr

-sha:rhm@s If the Company has a present legal or constriéting
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obligation to pay this amount a5 a result of past service provided by the employee and the obligation
can be estimated reliably.

5.13 Provisions and Contingencies

In zccordance with Mepal Accounting Standards [NAS) 37- Provisions, Contingent Liahilities and
Contingent Assets, a provision is required to be recognized where there is a present legal or
constructive 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 provigions fer all those obligations mecting the definition of NAS 37,

A contingent lishility ks a possible obligation that arises from past events whose existence will be
confirmed by the oecurrence or nonocourrence of one or more uncertain future events beyond the
control of the Company or a present ohligation that is not recognized because it is not probable that
an outflow of resources will be required to sstele the obligation. A contingent Uability also arizes in
extremely rare cases where there 18 a liahility that cannot be recognized bocawse It cannot be
measured retiably. The Company does not recognize a cantingent liability but discloses (ts existence
in the financlal statements.

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

Provisions, contingent liabilities, contingent assets and commltments are reviewed at sach reporting
period

5.14 Government grants

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

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

Government grants are recognized when there is reasonable assurance they will be recetved and the
company will comply with the conditions assodated with the grant, Government grants that
compensate the company for expenses Incurrsd are recognized In profit or lass in the same peried n
which the expenses are recognized. Grants that compensate the company for the cost of an asset are
recorded as deferred revenue and recognized in other revenue over the service life of the related
assel.

Government granis shall be recognized as income over the periods necessary to match them with the
refated costs which they are intended 1o compensate, on a systematic hasis,

Once a government grant is recognized, any related contingsnt ability or contingent asset is treated
in accordance with NAS 37; Provisions, Contingent Liabilites and Contingent Assets. Company has
not recelved any government grant yet. S0, no any government grant recognized In financial
statements.

515  Borrowing cost

As per NAS 23, Borrowing costs arc the costs Incurred by the company in borrowing loans for
construction of ascets or any capital goods. Berrowing cost alse includes exchange differences to the
axctant regarded ac an adjustment to the borrowing costs, Berrowings can be general or specific.
Borrowing costs are capitalized dll the construction of asset is complete and is ready for use,

516 Leases

The dutermination of whether an arrangement is (or cantaing) & |lease i based on the substance of

the arrangement at the inception of the lease, The arrangement i, or costains, alease if lfllmert of i
the arrangement is dependent on the use of a specific asset or assets and the arrangement conveyss -
tight to use the asset or assets, even ifthat Aght is not explicitly specified in an arrangement, :

MKJCL s a Lassae 4 B
The company has recognized at present value assets for the right of use received and liabilities for & =~ %

the payment obligation entergd into for all leases. Company has been con office rent

AT ik
?ﬂﬁ'.!j. Otl w \{,}‘L‘/{ . O P }j
,F-________..;ﬁ:‘; .. =

B




propeity owner for the perlod of one year. So, company is exempted for discounting present value of
future ohligation for recognizing Right of Uss Assets,

MEICL a5 a Lessor

For operating lease, MKJCL reports the leased assets at amortized COST A% an asset under the
property, plant & Equipmeant where it is the lessor. The lease payment received in the period are
shown under other operating Income on straight line basis. Where MHK]CL Is the lessor in finance
lease, the assets are recognized as lease receivables in the amount of the net imvestment in the
staternent of financial position, During the reparting period, the company has legse out land ps
operating lease and income is recognized in income statement on SLM basis.

517 Recelvables and Payahles

Receivables and payvables are accounted on accrual basis. Balance amousste on year end are shown in

Statement of Financial Position under Trade Recelvables” and Trade Payables” hoading

* The company is yet to receive NRs. 128.815,501.00 from Nepal Electricity Authgrity [NEA) for the
pested rate,

* Advance provided to Shree Krishna Investment and Management Consultancy Pyt Lid, of MRs,
300,000.00 has not been settled il 32= Aghadh 2082,

518 Financial Income
Financial Incoma includes Interest Income.

519 Financial Costs
Finaneial costs include the finance costs under term loan and everdraft loan availed by the company.

520 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 recogniced directly in equity or other comprehensive {ncome in which cage it is recognized in
eguity ur in other comprehensive income,

Income Tax Act 2058 has specified & tax rate of 25% flat for Hydropower Companies,

Ag per Section 11 (3 Gha) of Inceme Tax Act 2058, Hydropower companies are exempted from tax
for the first 10 yoars of ite speration and 50% concession on tax Is provided for the next 5 years
thereon,

520.1 Current Tax

Current tax is the amount of tax payahle hased on the taxable profit for the year. Taxable profit
differs from ‘profit before @x’ as reparted in the statement of profit and loss because of items of
income or expense that are taxable or daductible in other yoars and items that are never taxshle ar
deductibla.

Current income tax assets and liabilitkes for the current perlod are mezsured at the amaunt axpected
to be recovered from or pakd to the taxation suthordties. The tax rates and tax laws used to enripiLte
the amount are those that are enacted or substantively enacted by the repoerting dare in the
countries where the Company operates and generates taxable income. Current income tax assets and
labllities also inchude adjustments for tax expected to be payable or recoverable in respiect of
previous periads.

The lirst 10 years exemption of the project has been expired on 18t Ashadh 2081, From 19 Ashadh
2081 the project has been entered on only 50% concession on .

5.20.2 Deferred Tax
Defetred tax is recognized un temporary differences between the carring amounts of assets and

liabilitdes and the amounts used for taxatlon purposes (Bx base], at the tax rates and G 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. e

Incame tax, in so far as it relates to itens disclosed under other comprehensive Income or squity, sy

disclosed separately under o

]

comprehensive income or aquity, as appli:an@
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Deferred tax assets and liabilities are offset when there is legally enforceabla right to offset current
tax assets and liabilities and when the deferred tax balances related to the same taxation authority,
Current tax assets and tax liabilities are offset where the entity has a legally enforceable right to
offset and intends either to settle on net basis, or to realize the asset and sottle the lability
simutcaneniisly,

The first 10 years exemption of the project has been expired an 18® Ashadh 2081, From 195 Ashadh
2081 the project has been entered on only 50% concession on tax. Deferred tax is calculated on
12.5% except for the investment securities which is calculated on 25%.

Calculation of Deferred Tax;

Amaant in NFR

Book Difference D, Tax

Particulars Carrving Tax Base Asset/ Tax Asser/

: Amount Amount (Liabiliy) | B | (iobiliy

_Temporary Difference for: |
| Provision for Leave 1985,525 -1 1985525 | 12.50% 248,191 |
| Intamgible Assets SBOB45 400 | 313093454 | (Z6B751947) | 12.50% | [33.503,003)
|_Praperty, Plant and Equipment __ 659,371 942 A6 283,298 | 12.50% 35412
Investment Securities 76745338 | 25923100 | (50,022233) | 25.00% | (12.705559)
Total Deferred  Tax  Assets/ | 660,235,634 | 338,959,223 | (317,305,361) (46,015,950}
[LEsbility)

5.21 Cash and Cash Equivalent

Cash and cash equivalents Include cash at vault and agency bank account halances, highly liguid
financial assets with original maturity of 3 months fram the date of fts acquigitlan and are readily
convertible to cash, which are subject to an insignificant risk of changes in value. Cash and Cash
equivalent are measured at amortized costin the statement of financial pesition.

Statement of Cash Flows has been prepared by using the ‘Indirect Methad' in accordance with NAS
07- Statement of Cash Flows,

522 Revenue Recognition

5.22.1 Sale of electricity

NFRS 15 on ‘'Revenue’ requires revenue to be recognized when it is probable that economic benefits
aszociated with the transactions will low 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.

The Company has recorded the revenue of NPR 89,203,290 representing revenue from sale of
electricaty during the year. Revenue is recognized on accrual basis and any receivable portion ane
shiwn as trade recelvables, which also includes the revenue based on posted rate which is received
on pertodic bagis,

523 Foreign cuirency translation
The functional currency of the Company and Its subsidiaries |5 determined on the basis of the
primary economic enviranment in which it operates. The functional currency of the Company is
MNepalese Rupee,

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

Motetary assets and liabilitles denaminated in forelgn currencies are translated into Nepaless nipee

at the exchange rate prevailing at the reporting date Translation galns and losses are crediced o
charged to Profit or loss in the current perind A
Exchangs differoncas mrising on the settlement of monetary items or on translotlng moneiary items

at rates different from those at which they were translated on initial recognition duriuy 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 ;

EN



5.24  Investment Securitles

An asseclate {5 an entity over which the Group has significant influences but pot control or joint
contral. This is generally the case where the Group holds between 20% to 50% of the voting rights
or the Group has the power to participate In the financial and operating policy decision of the
investee. [nvestments in an associate are accounted for using the eguity methad., A |aint venture is a
jolnt arvangement whereby the parties that have joint contrel of the arrangement have rights to the
et assets of the joint arrangement. [oint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant activities Pesuire unanimous
consent of the parties sharing control.

The results and sssets and liabilities of associates or joint ventures are ncorporated in these
comselidated financial statements using the equity method of accounting, except when the
investment, or @ portion thereof, is dassified as held for sale, in which case it is accounted for in
accordance with NFRS 5 - Non-current Assets Held for Sale and Discontinusd Urperatons, Under the
equity method, an fnvestment in an associate is initially recognised in the consolidated statemant of
financial position at cost and adjusied thereafler to recognise the Group’s share of the profit or loss
and other comprehensive income of the assoclates or jeint ventures. When the Group’s share of
losses of an associate or joint ventures exceeds the Group's interest in that associate [which Includes
any long- term Interests that, in substance, form part of the Group’s net investment in the associate),
the Group discontinues recognizing its share of further losses. Additional losses are recognised only
te the extent that the Group has incurred legal or constructive obligations or made payments an
nehalf of the assoclates or joint ventures. An investment in an associate or joint venture is sccounted
for using the equity method from the date on which the investee becomes an assoclate or joint
wenture. On acquisition of the investment in en associate or joint venture, any excess of the cost of
the investment aver the Group's share of the net falr value of the identifiahl= assets and labilities of
the investes ls recognised as goodwill, which is included within the carrying amount of the
Investment. After the application of the equity method of accounting, the Group determines whether
there is any objective evidence of impairment as a result of ene or more events that oecurred after
the initial recognition of the net investment In an associate or jolnt venture and that event [or
events) has an impact on the estimated future cash flows from the net investment that can be
relizbly estimated. If there exists such ohjactive evidence of im pairment, then 1t is necessary to
recagnise impairment loss with respect ta the Group’s investment in an associate or joint venture,
The company discontinues the use of the aquity method from the date when the investment ceases
to be an associate or joint venture, or when the investiment is classified as held for sale, Dissributions
received from an associate or joint venture reduce the carrving amount of the investment
Unrealised gains on transactions between the group and its associstes or joeint wentures . are
eliminated t the extent of the group's interest in these entities. Unrealised losses are atso eliminated
unless the transactions provide evidence of an impairment of the agzets transferred,

The investmant in associates and joint ventures applying equity methad are made based on audited
financial statements of the company for the periad ended 320t Aghadh, 20832,

523 Financial Risk
The Company's activities expese it to Credit Risk, Liquidity Risk & Market Risk.
I. Credit Risk

Credit risk is the risk of financial loss as a result of the defauit or failure of counterparty to mest theie

payment obligations to the Company. The credit risk for the Company primarily arises from credic

EXPHISUreEs to trade receivahles.

The fallowing policies and procedures are in place to mitigate the Com pany's eupasire to credit risk:

a) The Company's business is predominantly through sales of power. The Company has PPA
agreement with Nepal Electricity Authority (NEA). NEA iz government body due to which the
risk of credit default is significantly low.

b} The company deals with only creditworthy counterpartics and has a practice of obtaining
Parformance Guarantee and Advance Payment Guarantee in order to secure its risks whils )
providing advances to the contractors and suppliers. , \

il. Liﬂ:l.lid“j" Risk '.:_":_' ' I |
Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations assoclated " i)

}
TN

with fnancial liabilities that are settled by delivering cash or another financial asset. The Com STy




liquidity to meet both normal and stressed conditions, without Incurring unacceptable losses or
risking damage to the Company's reputations.

it Market Risk

Market risk is the risk that the fair value of future cash flows of a financial instruments will fluctuate
because of changes in market prices. Market prices comprise three t¥pes of risk: Interest rate risk,
currency risk and other price risk such as equity price risk

a] Foreign Currency Risk Exposure

Foreign exchange risk is the potental for the group to exparience vokatility in the value of its assets,
liabilities and solvency and to suffer actual financial losses as 3 result of changes In value between
the currencies of its assets and liabilities and Its reporting CUrFENCY.

b} Interest Rate Risk

Interest rate risk 5 the risk that the fair value or future cash Nows of 3 Anancial instrument will
fluctuate because of changes in market interest rates,

¢} Equity Price Risk

Equity price risk is the risk that the fair value or future cash lows of a financial instrument will
fuctuate because of changes in equity prices (other than those arising from interest rate risk or
currency risk), whether those changes are caused by factors specific to the Individual financial
instrument or 113 issuer, or by factors affecting all similar financial Instruments traded in the market,
The company has invested in equity securities and the EXPOSUre 13 eguity securities price risk fram
investments held by the company and classified in the statement of finandal position as lair value
through profit or loss.

5.26 Earnings per share

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

Basic earnings per share is calculated by dividing the net profit for the year anributable to eguity
holders of the parent by the weighted average number of ordinary shares outstanding during the
year, as per NAS 33- Earning Per Share.

FY 208182 FY 2080781
Amount used as a Numerator
Frafit Attributable to ordinary shareholders 2,989,594 919,639
Amount used as the Denominator
Weighted average number of Ordinary Shares 3,763,198 3,763,198
Basic Earnings per Ordinary Share (NPR) 0.79 0.24
Diluted Earnings per Ordinary Share
(NPR) 0.79 0.24

5.27 Ewvenis after the Reporting Period
Mo circumstances have arisen since the reporting date which would require adjustments to, or
diselasura in the Ainanclal statements,

528 Related Party Transactons

Reiated parties of an entity represent parent company, major shareholders, assoclated COMPanies,
directors and key management personnel of the Group, and companies of which they are principal
IMNTIETS.

The names of these related parties, nature of these transactions and their total value have besn set
out in accordance with the provisions of NAS 24- ‘Related Party Disclosures”,

Key management personnel refer to the person whoe have authority and responsibility for planning,
directing and cortralling the actvities of company either directly or Indirectly.

Related party transactions also indudes transaction with entities that are contralled, foint wnrpné'_-___
or significantly influenced directly by any key management persannel ar their close family members. e

Manapgerial Personnel G
1. _| Basanta Chandra Marahatta Chairperson, BOD
Prawin .ﬂ.l:?-:] Independent Directgr, BOD
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3. Badan Lal Nyachhvon Director, BOD
b, Kriti Kamar| Mahato Director, BOD
5 Udhab Bista Director, BOD
| 6, Dr. Sunil Kumar Pokhrel | Birector, BOD
r Raghunath Kuikel Director, BOD
B. Binay Chipalu | General Manager
Compensation of key management personnel
Particulars Amount
Board Meeting Fes, Allowance and expenses : 335,000.00
Generi] Manager (Annual Salary & Benefits) 2,098,660.67

Transaction with Subsidiary /Associate /Related Parties
Company has not identified any of its investments as subsidiary and associates. Similarty, no
transaction has been carried out with the related parties.
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MAILUNG KHOLA JAL VIDHYUT COMPANY LIMITED
Kathmandu, Nepal

1. CORPORATE INFORMATION

1.1 Gemeral

Mailung Khela [al Vidhyat Company Limited was incorporated as a private company an 7 Bhadra
2059 (July 23, 2002) as per prevalest Acts of Nepal, with objective to develop and invest In
hydropower projects. The Company was converted into s public limited campany with effect from 6
Bhadra 2071 (22 August 2014) with Registration No.: 125838/071/072. The company has its
registered office at Kathmandu Metropolitan City, Tejbhawan, Uttar Dhols, Kathmandu, Nepal, The
Company has developed 5 MW Mallung Khola Hydropower Project in Rasuwa district and =
aperation is for a period of 25 years under a Construction & Generation License lssued by concernad
authority on the basis of a power purchase agreement with Nepal Electricity Authority. Company
had issued 736,226 units of Initdal public offering (IPO] from dated 2078/04,/14 to 2078 /04 /19, Full
share issue is subscribed by public and company allot share as on 2078,/04, 26,

In the financial statements, Mailung Khela Jalvidhyut Company Limited has besn referred as "MEJCL"
or ‘The Company’,

1.2 Financial Statements
The Financial Statement of the MK[CL for the year ended 320 Ashadh 2082 comprices:
s Statement of Financial Position
o Statement of Profit or Loss
» Statement of Other Comprehensive Income
» Statement of Cash Flows
¢ Statement of Chanpes in Equity
# Nates to the Financial Statsments and Significant Accounting Pallcies of the Company

L3 Principal Activities and Operations
The principal activity of the company is to generate and sell hydraelectricity to Nepal Electriclty
Authorioy,

1.4 Responsibility for Financial Statements

The Board of Directors is responsible for the fir preparstion and prezentation of Financial
Statements of MKJCL as per the provisions of the Companizs Act, 2006, in accordance with Nepal
Financial Reporting Standard (KFRS],

1.5 Approval of Financial Statements by Directors

The accompanied Financial Statements have been authorized by the Board of Directors vide [ts
resolution dated 3% Poush 2082 and recommended for its approval by the Annual General Meeting
af the shareholders,

2, BASIS OF PREFARATION

Z.1 Basis of Preparation

These financial statements are prepared in accordance with the historieal cost convention, except for
rertain items that are measured at fair values, as explained in the acommting policies befow,

Falr Value is the price that would be received to sell an asset or paid to transfer a lahility in an
orderly transaction between market participants at the measurement date, regardless of whether
that price is directly observable or estimated using another valuation technique, In estimating the

falr value of an asset or a liahility, the Company takes inte account the characteristies of the asset ar
lability if market participants would take those characteristics Into account when pricing the asset

or liahdlity at the measurement date,

The Financial Stztement of MEJCL which comprises components mentioned above have'been b
prepared in accordance with Mepal Financial Reparting Standards comprising of Nepal: Finaehal= | -
_ Reporting Standargs and Mepal Accounting Standards [hereafter rﬁer@as NFRS), lillddqh'u:ﬂ"ﬂm
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Institute of Chartered Accountants of Nepal and Accounting Standard Board and In compliance with
the requirements of the Companies Act, 2006

2.3 Functionaland Presentation Currency

The Financial Statements of MKJCL are presented in Nepalese Rupees [NPR), which Is the currency
of the primary ecomomic environment ia which the MKJCL operates, Financial information are
presented in Nepalese Rupees, and round off to the lowest cardingd number of one digit Thers was
no change in MKJCL's presentztion and finctional currency during the year under reviaw,

3. SIGNIFICANTACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUM PTIONS

The preparation of Financial Statements in conformity with Mepal Financial Reporting Standards
requires the management to make judgments, sstimates and assumptions that affect the application
of accounting poficies and the reported amounts of assets, liahilives, income and EXpEnses, Achus]
results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongaing basis. Revisions to acooumting
esnmags are recognized in the period in which the estimate is revised and in any future periods
affacted.

The most significant aress of pstimation, uncertainty and critical [udgments in applying accounting
pidicies that have most significant effect in the Financial Statements are as follows: -

3.1 Golng Concern

The Directors have made an assessment of ME]JCL's ability to continue 55 a going concern and
satisfied that It has the resources to continue in business for the foresesabie future. Furthermaore,
Buoard is not aware of any materlal uncertainties thar miay cast significant doubt upon MEJCL's ability
to continue as a going concern and do not intend either to liquidate or to cease aperztions of It
Therefure, the Finandal Statements zre prepared on gong concern,

32 Fair Value of Financlal Instruments

Where the fair values of Ainancial assets and Mrancial lizbilities recorded in the statement of inancil
position can be derived from active markets e, Level 1, they are derived from observahle market
data. However, If this is not availsble, Level 2 and Level 3 Fair value maasurerment techriques have
been used as per KFRS. If this cannot be estimated, judgment s required to establish fair valuss.,

3.3 Useful Life of the Property, Plant and Equipment

MEJCL teviews the residusl values, useful life and method of depreciation of property, plant and
equipment at each reporting date. Such life is dependent upon an assessment of both the technical
life of the aszets and aleo thelr likely aconomic Bfe, based on various internal and external factors
incheding relative efficiency and eperating costs. Accordingly, depreciable lves, rasidual values and
methods are reviewed annually using the best information available to the Management,

34 Tazation

The MEKICL i%: subject to incomae tax and judgment (2 required ta determing the total provision for
current, deferred and other taves due to the uncertainties that exists with respect to the
interpretation of the applicability of tax laws, at the time of propsration of thess fAnancial
statemants.

Uncertainties also exist withk ragpect to the interpretation of complex tax regulationg and the amount
and timiag of futire taxable income. Given the wide range of business relationships and the lang-
termi nature and complexity of existing contractusl agreements, differences arising hetwean the
actual results and the assumptions made, or future changes to such assumptions, could necessitate

future adjustments to tax income and expense ampounts that were initially recorded, and deferred tax
amounts in the peried inwhich the determination is made.

3.5 Provisions for Liabilities and Contingencies
The MK]CL may receive legal claims and litigations against it In the normal course of husiness,

Management makes judgments as to the Ukelhood of any claim secceeding in making provisians,

The time of concluding legal claims ks uncertain, as is the amount of possible outflow of econemic

e,

w-"'-_-r
¥

benelits. § | P
Estimates and underlying assumptions are reviewed on an ongolng h&hﬁual amount cowhd) difi




¥y



%



R

§
.h-w..

=B oAy
1




MAILUNG KHOLA JAL VIDHYUT COMPANY LIMITED
Uttardhoka, Kathmandu, Nepal Tel : 4532372
Email : mailung.mkjc@gmail.com

Web : www.mailungkhola.com.np




