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otherwisc appcars to be matericlly misstated. IF, bazcd on the work we hove performed, wo
conclude that there is a material misstatement of this other information, we are required 10
report that fact. We have nothing to report in this regard.
lo$s or damage to the Company or acted in a manner to jeopardize the interest in Company

Responsibilities of Managerment and Those charged with Governance for the Financial or its shareholders,

Statamants; , ) _ _ _ + The operation of the Company is within its jurisdiction,
Managernent is raspongible for the preparation and fair prefentation of the financial statements

in accordance wilh Nepal Accounting Mandards, and lor such internal contral &s |||.;|||i-.|p.-|m-.:||l.

chetermmines is necessary o enable that preparation of fimancisl statements that are free from

material misstatement, whether due 1o fraud or errgr.

In preparing the financial statements, management is responsible for assessing the company’s Audilor

ability to continue as & going concern, disclosing, as applicable matters related Lo going concern

and using the going concern basis of accounting unless management either intends to liguidate

the Company or Lo Cease operations, or has no realistic alternative but to do so. 3

'T::::“:::E;m gowernance are responsible for overseeing the Company's financial ace: Eiihmanda E&l&::ikha Y

Date: 207709715 (2020/12/30) Partner

Auditor's Responsibilities fer the Audit of the Financial Statements UWDINNo: P fa44 0 Ao gﬁ'gq Hj.'};)_g PYC B Associates

Chartered Accountants

Our objectives ane to obiain reasonable assurance about whether the financial statements as a
whale are free from material misstatement, whether due to fraud or error, and to issue an
auditor's repart that includes our opinion. Reasonable assurance is & high level of asiurance, but
is nol a guarantee that anaudit conducted in accordance with N3&"s will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material If, individually or in aggregate, they could reasonably expect to influence the economic
decisions of users taken on the basis of these financial statements. Further responsibilities of
the auditor have been mentionsd in Annexure 1.

Report on Other Legal and Regulatory Require ment
* \We have obtained information and explanations asked for, which, to the best knowledge

and beliet, were necessary lor the purpose of our audit.

# In our opimoen, Balance shoot as at Ashadh 31, 2077, Income Statement, Cash Flow
Staternent and Statement of Changes in Equity for the year ended 207677 and Signilicant
Accounting Policies & Notes to Account, have been prepared in accordance with the
regquirements of the Companies Act, 2063 and other applicable laws and are in agreement
-“th the books of account mamtained by the Company induding relevant reconds relati—-

preparation of the aforesaid financial statements have been kept so far as it appears fro
r examination of those books and record of the Company.

per Rule 86 of Electricity Regulation 2050, the licensee shall have to distribute bonus
sworkers and employees every year setting aside the amount equal to two percent of tl
punt of net profit, provided that the bonus to be distrbuted shall not exceed the amou
Jalto the annual salary of the concerned employees, However, the entity hasn't set ash
wision for bonus for the FY 2076/77.
the best of our information and according to explanation given to us and so far appears
m our examination of the books of account of the Company, we have not come acro
es where Board of Directors of any employees of the Cormnpany have acted contrary |
provisigns of law relating to the accounts, or committed any misappropriation or cawsd
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As a part of audit in sccordance of NSAs, we exercised professional judgment and maintain

professional skepticism throughout the audit of Panchthar Power Company Ltd. for F.Y. 2076/77

[2019/20).We also;

+  |dentified and assessed the risk of material misstatement of the financial statement whether
due to fraud or error, desgned and performed audit procedures responsive to those risks,
and obtained audit evidence that is sufficient and appropriate to provide an opinion. The
risk of not detecting material misstatement resulting from fraud Is higher than cne resulting
from error, as fravd may involve collusion, forgery, intentional omission, misrepresentation,
or the averride of internal control.

= Dbtained an understanding of intemnal control relevant to the auditin order Lo design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of internal control

& Concluded an agppopeialeness o mamageanend o ol guing canicenn Dasis of accounling
and, based in audit evidence obtained, whether 3 matenal uncertainly exists relaled Lo
events of condition that may cast significant doubt on the Company's ability to continue as
going concern. If we concluded that a material encertainly exisls, we were required to draw
allention in owr auditor’s report to the related disclosures in the financial statements or, f
such disclosure were inadequate, to modify our opinion. Our condusions wers based on the
audil evidence oblained up to the date of our auditor's report. However, future events or
conditions may causc the Company to ccase 1o continue 25 Boing concenn,

= Evaluated the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by managoment

* Evaluated the owverall presentation, strecture, and content of financial statement including
the disclosures, and whether the financial statement represent the underlying transactions
and events in 3 manner that achieves fair presentation.

=  Obtained sufficent appropriate audit evidence regarding the financial information of the
entitics or business activities to express an apincon on the financial statements. We remain

salely responsible for our audit opinion.

«  We communicated with those charges with povernance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in intarnal control that we identified during our awdit
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Sources of Funds

Share Caprlal

Paid up Capital
Reserve ond Surplus
Term Loan

Total Sources of Funds

Application of Fund
Non Current Assels

Froperty, Plant & Equipment
Less @ Aceumulated Depreciation
MNet Fixed Assels

Deferred tax asset/[liability)

Current Assets, Loan and Advance
Cash and Bank balances
Deblues and Accownts Reseivahies

Advanoe. deposits and prepsids
Total Curdent Adtets, Loan and Advance

: illiti i
Creditors and Payables
Short Term Loan- OVD
Total Current Liabilities & Provigions

Mt Current Assete

Total Assets

Panchthar Power Company Ltd.
Hattibar, Lalitpur, Nepal

Balan¢e Sheet

Az on31Ashad 2077 [15th July 2020)

Schedule

=

[T

Significant Accounting Folicies and Motes to the 44

1%

Asat 315t Ashad 20F

As at 31 Ashad 2076

Amount in NPR Amount in MPR
D62, 500,000 62,500,000
(140,143.590] (223,711,121
1,507,936, 751,96 1,622, 728,782
2,330,293,103 2,361,517,660
2637,072,307 2.627,072,307
310,645,813 134, 538 947
2.326,426,494 2,402,533 356
(56,802,524) (44,806,262)
23,061,571 205,214
92,052,368 49,082, 764
47,875 245 57,653,243

163, L24, 2ug 106,951,221
53,762,346 56,850,641
48,527 72214 A6, 280,007
102,290,068 103,160,658

GO, 738, 222 3,790,563
2,330,291,193 2,351,517,660




Panciithar Power Comparry Lbd.
Hattiban, Lalitpur, Nepal
Cash Flow Statemend
For the Year Ended 21 Achad 3077 [ 15, buly 2030)

Panchihar Power Company Ltd.
Hatiban, Lalitgur, Nepal
Incomse Statement
Far the Year Endad 31 Ashad 2077 [ 15, July 2020}

rertisnirn Asat3lstAshad 2077 Asat31 Ashad 2076
Particulars schedule As at 315t Ashad 2077 Axat 31 Ashad 2076 Amaunt in MPR Amaisnt i NeR
Arsount in NFR Amount in PR
InLome Lagh Flows from Operating Activities
Revenue from Sales of Elctricily 399,286,524 249,909,240 Het Profit Bufore Taxation 55,633,793 [75.B40,672)
Other Incame 1,885,257 59,974 - s e 370059
: preciation v
Total 401.171.781 749 850 115 Forelgn Exchange GaiyLoss )
Lasd fram dispossl of Assets
Expenses Galn from disposal of Assets
Brigaliy Eqpruniot & 4,4/34973 b A86, 960 ik Mo frows Operating Acthities befors changes n
Administrative and General Expenditures 9 0,675955 21,912,521
Depreciation 3 §6,106,865.68 £6,370,099 S PR e
Total 116,260,754 115,769,581 Cash Flows from charges in working capitsl
Prefit fram Operations 4,910,987 134,199,634 iincrease |y Decrease in curment Aisets (33.271,711) {14.412,351)
Fimancial Cost 10 1E8.377.194 210,040,506 Imcreasef(Decrease] incunment liabilities {B70.550] (93,352 961)
Gain on Sale of Fixed Assels - Cash Flows from Operating Activities 147,648,557 (57, 216,084)
Met PrafitfLoss) before banus and tax 95,633,793 (75,840,872]
Lath Flow on Insesting Acthites
Bonus Expenses . ) mfmﬂtfﬂmir!- t‘uiu! ALSETS -
Net prafit after Bonus Expenses 95,633,193 (75,840,872) s i e e b ST
Income tax = =5 I ¥ !
D Poarnd laa lsnamiie|Bxpiniag) {12 6, FE0) {44 B06,262) m'rﬁmfmmﬁm e e {10,000,000) {1,229, 760}
TrofitfiLass) altey Laa 83,567,532 (120,647,134
Loss Brought Forsand (iuon Lasl Year 1223, 711,122} [103,063,988) Cash Flows on Finsncing Sctivites
iz af Share Capital - 192, 500,000
Frohitf[Loss) trarsferred to Balance Sheet [140,143,590) (223,711,122 semaazad Gl o L i B (14220000 158.023.200]
Significant Accounting Policles and Motes to the Cash Flows from Firansial Activites (114, 752,000] 97,476,500
Accounits i1
Total Cash Generated in the Yeas 21056357 (565, Cu
Az perour regort of even date ariached Opening Cash snd Bank Ralances 305,315 1,170,359
Auditor Cash and Bank Balance at the End of the Year 23,061,571 208,215

For & Behalf of the Panchthar Power Company Lid.

30

Significant Accounting Policke: and Nates to the Accounts =

For Bihalf of the Panchihar Power Comparny Lid.

A0S L LS
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Mg por our report on oven date attached

Aud or




Panchthar Power Company Ltd,

Hattiban, Lalitpur, Nepal
anges in Equity for the year Ended 31 Ashad 2077
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Partnir
PYC & Associates
Chartered Accountan <

Umesh Shrestha

Chairman
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Panchihar Power Company Lid,
Hartiban, Lalitpur, Nepal

Schedules Annexed 1o & Forming Part of Financial Statements as at Ashad 31, 2077

A at 31t Ashad 2077

Az ok 31 Ashad 2076

Amaunt in NER Armsurnt in NPR
9635000, Ordinary shares of Fc. 100 0ach. 62,500,000 OL2,500,000 |
apiLal

3,625,000 Ordinary shares of Rs. 100 each. 262,500,000 G952 500,000
Paid wp Capital

7,700,000 Shars @ 100 promaoter 70,000, 000 F70,000,000
Public share (fram PO 193 500,000 162 500,000
Total paid up capital 562,500,000 962,500,000
Schedule ¥: Reserve and Surples

Prafit /{Loss) For the Year B3.,567,532 {120,547,134)
Prafit Brought from Last Year (223,711,122) {103,063 ,958)
Total [140,143,550)| l!ti,?l!,luﬂ
Sehedule 4: Cash and Bank Balanoes

Cash in Hand 14,383 .
Himalayan Bank & 707 5,707
Lanima Bank Limited- Current Af 462, 785 148,209
Sanimid Bank Lirvited. Control Afc 1,000 1,000
Commerz and Trust Bank 5,000 000
Nepal Investreent Bank Limited 16513 16,513
Kachhapuchchhre Bank Limited - Sive Afe 7.E40 E.RaQ
Sanima Bank Limited- Call Afe 17,040 19884
Sanima Bank Reserve Afc 904 10010000008 12,531,302 -
Total 13,061,571 105,214
Schedule 5 Debtors and Accounis Receivables

MEA = Revenue Recenvable, a9 09k 30 449 0 Fed
Total 52,092,369 49,092 764
ESchedule 6 Loans, Sdvancos, Depogits and Prepaids

Deposits and Margin 043232.000 1,021,000
Adwance against Expenses 21700000 2 170noh

3




PFanchthar Power Company Lid.
Hattiban, Lalitpur, Bopal
Schedules Armexid To And Forming Fart Of Fingnciod Statements As At Asadh 31, 2077
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Panchthar Power Company Ltd.
Sehadules forming part of the Financial Statements
Financial Year 2076-77

Schedule 11: Significant Accounting Pelices and Notes to the Accounts

A, Background
The company produces dlectricity as per the terms of the license issued by Ministry of Electricity.

The company has Hewa Khola "A" Hydroelectric Project (14.9 MW) under its fold. Panchihar Power
Corrpany Lirited is 2 limited company incorporated in Mepal under the company Act, 2063. The
registered office of the company, and the principal place of business, is located at Hattiban, Laliypur,
Mepal and production unit & located in Phalelung Rural Municipality of Panchthar, Nepal. The

company is converted into the Public Limited on 22-10-2074.
The company produces electricity as per the terms of the license issued by Ministry of Encrgy.

Slgnificant Accounting Policies:

1,

Accounting Conventions
The financial Statements are prepared under the historical cost conventions on an accrual

concept and are in accordance with the Nepal Accounting Standards and others as applicables
laws prevalent in Negal,

Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting

principle requires estimates and assumptions to be made tha: affect the reported amounts of
Agsets and Liabilities and disclosure of Contingent Liabilities on the date of Financial Statement
and the reported amounts of revenues and expenses during the reporting period. Differences
between actual results and estimates are recognized in the periads in which the results are

kregerny materialized.

Gaing Concern:
The Financial Statements are prépared an the assumptions that the company i a geing cencern

&

Panchthar Power Company Ltd.
Schedules forming part of the Financial Statements
Financial Year 2076-77

per pravisioned of NAS 16, Compensation from third parties which are of the nature of gain
contingencies are recognized as profit in the Income Statement when actually recopnized.

Estimated cost of sale id reduced from carrying amounts of assets when the same iz held for
disposal. Mo further depreciation i provided after the asset become idle whether en the ground
of temporary suspension of use or poised for sale, Assets dlassified as held for sae are carried at
the kower of carrying amount and Fair value less costs to sell and classified separately as “Non-
Current Assets held for 5ale” and shiown in the Statement of Fimancial Position accordingly.

Thie managerment has charged the depreciation on project fixed assets based on the legal right
to own the assets as per the hydro electricity generation license to be expired on Mangsir 20,
2104 from the date of commercial operation dated Magh 22, 2073.

The depreciation of Structure Assets, Building, Plant and Machinery and Land and Land and
Development is provided by using straight line methed over the useful life for the wes of those
project asset: by the company. Office furniture, equipment, vehicles and other assets are
depreciated wsing the diminishing balange method.

Particulars Useful Life of Assets Depreciation Rate
Structura Assets 30.76 Yrs 306 %
Building 30.76 ¥rs 3.06% o
Plant and Machinery 30.76 frs 3.26%
Land and Development 30.76 YVrs 3.26 %
Office Equipment ard Furniture 25%
Vehice 206
R



Panehthar Power Company Lid,
Schedules forming part of the Financlal Statements
Financial Year 2076-77

liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using
tax rates expected to apply to taxzble income in the years in which those temporary differences
are expected to be recovered or iettled based om the lows that have been enacted or
subsequently enacted by the reporting cate, Since the company enjovs tax holiday peried up to
2082/83 and 50% tax concession for further 5 vears period, deferred tax on the losses
accumulated till the current financial year has not bean recognized since the company expedts
to recover all the losses within its tax holiday peried.

Further in the case of taxable temparary diference due to differcnce in carmying walue of asset
in the books of accounts and Lax sccounl, deflerred tax has been recopnized as difference would
not be recovered within in tax holiday period.

€. Motesto Acoount

1.

Income Tax
As per Section 11 clause (3 gha) of Income Tax Act, 2058, if any hydroelectricity company

generates electricity commercially by Chaitra 2080 B.5 then such company is entitled to 100%
exemption from Income Tax liability for first 10 years and thereafter, for next 5 vears, there is
deduction of 50% Income Tax l@bility. Prenstion for tax has nat been created as the company
has been operating in loss in current year and also the company is within tax holday period.

Deferred Tax Assets and Liabilities

Deferred Taxn Assels and Liabilities have been computed in sccordance with MAS 12, Income
Taxes. In the case of accumulated loss (before adjustment of deferred tax expense) till the
current financial year 2076/77 of NPR. 28028 71799 deferred tax has not been oreated a6
management has expected to set-off loss within tax holiday period (ffy 2082/83).

In the case of difference in carrying amount of fixed asset in the books of accounts and tax
accounts, deferred tax has been recognized a3 the temporary difference in the case of ficed

kg
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ABOUT THE PROJECT

Hewa Khola "A” Hydroelectric Project (HKAHEP) is a run-of-river scheme located at
Phidim Municipality and Hilihang Rural Municipality (previously Yangnam, Nangin
and Bharapa VDCs) of Panchthar district developed by Panchthar Power Company
Limited.

The project site is about 710 km from Kathmandu and 165 km from Birtamode at
Mahendra highway via Mechihighway. The project accessroadis earthen and gravel
type and is 10 km from Hewa Bridge at Mechi highway. The developer constructed
this 10 km road from Hewa bridge upto the headworks site for transportation and
supplies.

The company signed PPA with NEA on Bhadra 30, 2068 for the capacity of 12 MW.
Later, the installed capacity of the project was upgraded to 14.9 MW consequently
followed by the first amendment on PPA on Falgun 17, 2069. As per the PPA and
Connection Agreement, the delivery point of the project is 132 kV busbar of Phidim
substation owned and managed by NEA.

The project comprises a diversion weir with undersluice, intake arrangements
followed by approach canal, settling basin, headrace tunnel, surface penstock,
powerhouse and tailrace canal. The generated power is evacuated through a 4
km long -132 kV tfransmission line and connected to Integrated Nepal Power System
(INPS) at Nepal Electricity Authority’s (NEA) Thapatar, Phidim substation in Panchthar
district.

Construction of the project began in September 2012 and it was commissioned in
February 2017.

PROJECT AREA

Hewa Khola is one of the fributaries of the Tamor River. The intake of the project
lies at approximately 87°49'39" E longitude and 27° 11" 06" N latitude and at an
elevation of 863.5 m amsl (the original river bed level). The powerhouse is located at
approximately 87° 47' 22" E Longitude and 27° 10’ 11" N Latitude and at an elevation
of 655 m amsl. The catchment area of this project is 208 sqg. km.

Figure : Project Area (Google Earth) The area lies in the Lesser Himalaya Zone,
immediately south from the boundary with the Higher Himalaya. The predominant
rock types are sandstone, siltstone and mudstone. The area is mostly covered with
forest and cultivated land and tea gardens in the surrounding. The weathered depth
of Siwalik rock provides necessary environment for forest and plants.

The project’s headworks is situated on the Hewa Khola between the border of
two Village Development Committees (VDCs) namely Yangnam and Bharapa of
Panchthar District. Right bank of the diversion dam lies in Bharapa VDC and the left
bankin Yangnam VDC. The powerhouse site islocated at Nangin VDC approximately

30

2.75 km upstream from the confluence of the Hewa Khola and Pheme Khola in
Nangin VDC of Panchthar district. The intake structures, gravel trap, approach
canal, settling basin, headpond are compact and are located on the left bank of
the Hewa Khola. Headrace tunnel, surge shaft area, penstock and powerhouse also
lies at the left bank. The outdoor switchyard is located on the right bank of Hewa
Khola in Nangin VDC. After generating power , the water is discharged back to the
Hewa Khola approximately 40 m downstream of the powerhouse.

PROJECT LAYOUT

The headworks comprises of a boulder lined broad crested weir. The weir has crest
length of 43.5 m, 8.83 m height (from the foundation level) and its crest elevation is
867.50 m amsl. The intake is constructed in combined arrangement together with
undersluice, power-intake and trash-passage provisioned for floating debris. After
intake, a short curved inlet canal conveys water into the gravel trap. Approach
culvert joins the gravel trap with two separate settling basins having two chambers
each. From the end of the settling basin, the water is conveyed to the headpond.
A pressurized flow starts immediately after the outlet of the headpond where the
inlet portal stands. The headrace tunnel is 3578.26 m long and the cross section is
inverted Ushaped. An off set surge-shaft is located at chainage 3+930 m along the
tunnel measured from the inlet portal and is exposed to the surface. The height of
the surge-shaft is 46.24 m and the finish diameter are 6.0 m and 6.65 m for concrete
lined section and shotcreted section respectively. A single surface penstock pipe
of 694.46 (401+293.46) m length conveys the water further and bifurcates before
feeding to two generating units accommodated in the semi surface powerhouse.
About 40 mlong tailrace culvert conveys the water from powerhouse and discharges
into Hewa Khola back again.

The generated power is evacuated through a 132 kV single circuit fransmission line

of 4 km length. The transmission line connects to the national grid at the Phidim
substation.
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