


H.K.S.D. ASSOCIATES

CHARTERED ACCOUNTANTS

P.O.Box: 25112, New Plaza, Putalisadak, Kathmandu, Nepal
Tel : +977-01-4528459, Email : hksd@hksd.com.np

INDEPENDENT AUDITOR'S REPORT

TO THE SHAREHOLDERS OF

MADHYA BHOTEKOSHI JALVIDYUT COMPANY LIMITED

Report on the Audit of the Financial Statements

We have audited the accompanying financial statement of Madhya Bhotekoshi Jalvidyut
Company Limited (the ‘Company’) which compromise the Statement of Financial Position as
at Ashadh 31, 2080 (July 16, 2023), the Statement of Profit or Loss (including Other

Comprehensive Income), the Statement of
Flow for the Year then ended on that daic
policies and other explanatory inform:

staternent”).

Opinion

-hange in Equity and the Statement of Cash
and a summary of the significant accounting
i (here after referred to as "the financial

In our opinion, and to the best of our information and according to the explanations given to
us, and subject to the effect of matters meniioned in ‘Basis of Qualified Opinion’ section, the
aforesaid financial statements presents fairty, in all material respects, the financial position of
the company as at Ashadh 31, 2080 (July 18, £023) and its financial performance, change in
equity, cash flow for the year then ended, and a summary of significant accounting policies
and other explanatory information, in accordarnice with Nepal Financial Reporting Standards

and comply with Companies Act, 2063.

Basis of Opinion

We conduct our audit of the financia

Auditing (NSAs). Our responsibilities

Key Audit Matters

s
slel

ement accordance with Nepal Standards on

under those Standards are further described in the
Audiior's Responsibiiities for the Audit of 1
are independent on the Company acco
Professional Accountants. We believe thai
and appropriate to provide a basis for cur a

inancial Statements Section of our report. We
with the Handbook of the Code of Ethics for
audit evidence we have obtained is sufficient
itopinion in the financial statements.

Key audit matters are those matters that, ir our professional judgement, were of most

significance in our audit of the financial staic
addressed in the context of our audit of th
our opinion thereon, and we do not provide

ment of the current period. These matters were
inancial statement as a whole, and in forming
Separate opinion on these matters. We have

determined the matter described below v be the Key audit matter to communicate in our

report,




Key Audit Matters
“‘Non- Compllance of NFRS and IFRIC 12

MBJCL has not complied with NFRS which is
necessary for public listed company.

MBJCL has not complied with IFRIC 12 and
its non-compiiance has s imphcation on
recognition, measurement and disclosure of
item impacting the financial statements.

| Audit Procedure involved

How our auditor the key audit matter

¢ Review of the financial statement
prepared by management

« We also evaluate the effect on the
financial position of the company due to
the non-adoption of NFRS and IFRIC 12.

¢ We discussed with the management and
TCWG the non-adoption of the NFRS and
IFRIC 12 projects for the current reporting
period, which is compulsory for
hydropower projects running based on
service concession arrangements.

» The management has committed to adopt
NFRS after commercial production has
started.

Extension of RCOD with NEA
Although the construction work has been
finished, the 5" PPA agreement has been

expired on 2080/04/05 and again 6" PPA
agreementis in process for extension ol
Required Commerciai  Operation  Date |
(RCOD) of project to Mangsir 14, 2080.

« We have discussed with the
management and TCWG the continuous
extension of the RCOD agreement with
NEA.

« As discussed with management, the
substation of Barhabise Municipality has
not been completely prepared for the
transmission of electricity due to
disturbances from the local people of
Barhabise Municipality.

Treatment of Exchange difference in

Security Retention of dollar amount
Entity has retained 5% of IPS amount for

security purpose as a retention money. The
entity has not accounted for the exchange

difference on such retention dollar($) amount
in the books of accounts.

¢ We have performed audit procedures for
determining exchange difference of
dollar amount.

¢ We have also asked with management
regarding treatment of exchange
difference in the books of account.

Information Other than the financial Statements and Auditor's Report Thereon

The Company Management is responsible for the preparation of other information. The other
information comprises the information included in the Management Report, Report of the
Board of Directors and Chairman's Statement but does not include the financial statement

and our auditor’s report thereon.

Our opinion in the financial statements does not cover the other information and we don't
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 inc.onsi_stgnt




with the financial statements of 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 report in this
regard.

Responsibility of Management and those Charges with Governance for the Financial
Statements

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

In preparing the financial statement, management is responsible for assessing the
Company's ability to continue as 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 the operation, or has no realistic alternative but
to do so.

The Board of Directors is responsible for overseeing the Company's financial reporting
process.

Auditors Responsibility for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from materal misstaiement, whether due to fraud or error, and {o issue
and auditor's report that includes our opinion. Reasonable assurance is a high level of
assurance, but is not guarantee that an audit conducted in accordance with NSAs will
always detect a material misstatement when it exists. Misstatement can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decision of user taken on the basis of these financial
statements.

As part of an audit in accordance with NSAs, we exercise professional judgment and
maintain professional skepticism through the audit.

We also:

* Identify and assess the risk of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risk, and

» obtain audit evidence that is sufficient and appropriate to provide the basis of our
opinion. The risk of not detecting a malerial misstaternent resulting from a fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentation or the override of internal control.

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

« [kvaluale the appropriateness of accounling policy used and the reasonableness of
accounting estimates and related disclosures made by management.
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» Conclude on the appropriateness of the management's use of the going concern basis of
accounting and based on the audit evidence obtain whether a material on uncertainty
exist related to event or condition that may cast significant doubt on the Company's
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusion is based on the audit evidence obtain up to the date of an auditor's report.
However, further events or condition may cause the Company to cease to continue as a
going concern.

e Evaluate overall presentation, structure, and content of the financial statements; include
the disclosures, and whether the financial statements represent the underlying
transaction and event in a manner that achieves fair presentation.

» Obtain sufficient appropriate audit evidence regarding the financial information of the
business activities within the Company to express an opinion in the Financial
Statements. We are responsible for the direction, suspension, and performance of the
company audit. We remain solely responsible for our audit opinion.

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

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

Report on Other Legal and Regulatory Requirements

The Statement of Financial position as at Ashadh 31, 2080 corresponding 16" July, 2023
and Statement of Profit or Loss Account and other comprehensive Income, Statement of
Cash Flow and Statement of changes in equity and for the year the ended, and notes to the
financial statements deal with by this report are prepared in accordance with Nepal Financial
Reporting Standard (NFRS).

Company Act 2063, and in agreement with the books of account maintained by the
company.
I.  We have obtained all the information and explanations, which to the best of our
knowledge and belief were necessary for the purpose of our audit;

I In our opinion, proper books of accounts as required by law have been kept by the
company so far as it appears from our examination of such books of accounts;

. In our opinion, the Balance Sheet, Income Statement and Statement of Changes in
Equity dealt with by this report are in agreement with the books of accounts;




IV. To the best of our information and according to explanation given to us and from our
examination of the books of account of the company necessary for the purpose of
our audit, we have not come across cases where the board of directors or any
representative or any employee of the company have acted contrary to the provisions
of laws relating to accounts or committed any misappropriation or caused any loss or
damage to the company.

For, H. K. S. D. Associates
Chartered Accountants
¢ — -
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Dated: 2080/08/26 CA. Hari Kiiinar Silwal
Kathmandu, Nepal Engagement Partner”
UDIN No: 2850 2 0C Rep LLD zpqx\ D AC




























































































































