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Independent Auditor’s Report
To the Shareholders of
Panchthar Power Company Ltd.

Report on the Audit of the Financial Statements:

Disclaimer of Opinion

We were engaged to audit the accompanying financial statements of Panchthar Power
Company Ltd., herein referred to as “Company”, which comprise Balance Sheet as at Ashad
31%, 2078 (July 15" 2021), Income statement, Statement of Changes in Equity and Cash Flow
Statement for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Because of the significance of the matters described In the Basls for disclalmer ofop/mon section
of our report, we have not been able to obtain sufficient and appropriate audit evidence to
provide a basis for an audit opinion on these financial statements. We do not express an opinion
on the accompanying financial statements of the company.

Basis for Disclaimer of Opinion

The Institute of Chartered Accountants of Nepal (ICAN) has made applicable Nepal Financial
Reporting Standards (NFRS) to all listed entities or entities having public accountability with
effective from Financial Year 2073/74. Accordingly, the company is required to prepare opening
Balance Sheet at the date of transition, restated comparative financial statement for previous
year and fully NFRS complied financial statements for the reporting period. Since the company
is listed company, it should apply NFRS but has not done the same. The cumulative effect of the
same in the financial statement is not ascertainable and could be material and pervasive.

Key Audit Matters
Key audit matters are those matters that, in our professional judgement, were of most

significance in our audit of the consolidated and separate financial statements of the current
period. These matters were addressed in the context of our audit of the financial statements as
a whole, and in forming our audit opinion thereon, and we do not provide a separate opinion

on these matters.

We have determined the matters described below to be the key audit matter to be
communicated in our Report. For each matter below, our description of how our audit
addressed the matter is provided in that context.

The revenue of the company has to be
recognized on accrual basis. Revenue is
mainly derived from sale of electricity
to Nepal Electricity Authority. Other
income will include income from
investments. As a part of our risk
assessment, we have considered each
individual revenue stream and

Our audit approach regarding verification of process
of income recognition included:

a. We understood and evaluated the controls and
processes over the recording of revenue in system
level and control in place for manual processes &
assessed the revenue recognition policies adopted
by the company for comphance with the relevant

accounting standards. % Eu‘“v".,«
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determined that a significant risk exists
in respect of recognition of income
under all material revenue streams.

b. We obtained the details of revenue from sale of
electricity and verified billed amount of energy with
the rate of electricity as guoted in power purchase
agreement with NEA. We also verified the total
chargeable unit of contract energy based on
approved meter reading for each period.

c. We reviewed the contracts, wherever applicable
to ensure whether revenue as per power purchase
agreement is recognized or not.

Legal and Regulato:

We focused on this area because the
company operates in a legal and
regulatory  environment that s
exposed to significant litigation and
similar risks arising from disputes and
regulatory proceedings. Such matters
are subject to many uncertainties and
the outcome may be difficult to
predict. These uncertainties inherently
affect the amount and timing of
potential outflows with respect to the

Audit procedures includes:

e Understanding, evaluating the design and testing
the operational effectiveness of the key controls
over the legal provision and contingency
processes.

e Enquired with those charged with governance to
obtain their views on the status of all significant
litigation and regulatory matters. Enquire with
the company’s internal legal counsel for all
significant litigation and regulatory matters and

provisions which have been Inspected Internal notes and reports.
pstahlished  And  nther  rontingent | Assessed the methndnlngies nn whirh the pravision
liabilities. amounts are based, recalculated the provisions, and

tested the completeness and accuracy of the
underlying information. We also assessed the
company's provisions and contingent habilities
disclosure,

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

Management is responsible for the preparation of the other information. The other information
comprises the information included in the annual report and director’s report but does not
include the financial statements and our auditor’s report thereon.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained during the course of our audit or
otherwise appears to be materially misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to

report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those charged with Governance for the Financial

Statements

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

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

l2ted Acneuntants

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

Auditor’s Responsibilities 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 material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with NSA’s will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in aggregate, they could reasonably expect to influence the economic
decisions of users taken an the hasis of these financial statements. Further respansihilities of
the auditor have been mentioned in Annexure 1.

Report on Other Legal and Regulatory Requirement

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

e In our opinion, Balance Sheet as at Ashad 31%, 2078, Income Statement, Cash Flow
Statement and Statement of Changes in Equity for the year ended 2077/78 and Significant
Accounting Policies & Notes to Account, have been prepared in accordance with the
requirements of the Companies Act, 2063 and other applicable laws and are in agreement
with the books of account maintained by the Company including relevant records relating
to preparation of the aforesaid financial statements have been kept so far as it appears from
our examination of those books and record of the Company.

e As per Rule 86 of Electricity Regulation 2050, the licensee shall have to distribute bonus to
the workers and employees every year setting aside the amount equal to two percent of the
amount of net profit, provided that the bonus to be distributed shall not exceed the amount
equal to the annual salary of the concerned employees. However, the entity hasn’t set aside
provision for bonus for the FY 2077/78.

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

e The operation of the Company is within its jurisdiction.

CA/Shikha Bagla
Date: 2078/09/04 (2021/12/ 19 Partner
fpift

Place: Kathmandu

PYC & Associates

UDINNo: 224 0020R0086 6
Chartered Accountants
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Annexure - 1
As a part of audit in accordance of NSAs, we exercised professional judgment and maintain

professional skepticism throughout the audit of Panchthar Power Company Ltd. for F.Y. 2077/78
(2020/21) We also:

Identified and assessed Lhe risk of material misstatement of the financlal statement whether
due to fraud or error, designed 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 one resulting
from error, as fraud may involve collusion, forgery, intentional omission, misrepresentation,
or the override of internal control.

Ubtained an understanding ot internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of internal control.

Concluded an appropriateness of management use of going concern basis of accounting
and, based in audit evidence obtained, whether a material uncertainty exists related to
events or condition that may cast significant doubt on the Company’s ability to continue as
going concern. If we concluded that a material uncertainty exists, we were required to draw
attention in our auditor’s report to the related disclosures in the financial statements or, if
such disclosure were inadequate, to modify our opinion. Our conclusions were based on the
audit evidence obtained up to the date of our auditor’s report. However, future events or
conditions may cause the Company to cease to continue as going concern.

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

Evaluated the overall presentation, structure, and content of finanrial statement including
the disclosures, and whether the tinancial statement represent the underlying transactions
and events in a manner that achieves fair presentation.

Obtained sufficient appropriate audit evidence regarding the financial information of the
entities or business activities to express an opinion on the financial statements. We remain

solely responsible for our audit opinion.

We communicated with those charges with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identified during our audit.

We also provided those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicated with them
all relationships and other matter that may reasonably be though to bear on our
independence, and where applicable, related standards.

From the matters communicated with those charged with governance, we determine
those matters that were of must significance in the audit of the consolidated financial
statements of current period and are therefore the key audit matters. We describe these
matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.
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Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal
Balance Sheet
As on 31st Ashad 2078 (15th July 2021)

.Soufces'of:Funds ; . "'Schedule
Share Capital 1

Paid up Capital

Reserve and Surplus 2

Term L_oan
. Total Sources of Funds

Application of Fund
Non Current Assets

Property, Plant & Equipment 3

Current Year

962,500,000
(45,064,294)
1,360,728,786

Amount in NPR

Previous Year

962,500,000
{140,143,590)
1,507,936,782

2,278,164,492

2,330,293,193

2,641,681,137

2,637,072,307

Less : Accumulated Depreciation 396,794,429 310,645,813
" Net Fixed Assets - 2,244,886,708 . 2,326,426,494
Investments
Fixed Deposit with Sanima Bank 22,531,300 -
Deferred tax asset/(liability) - (56,872,523)
Current Assets, Loan and Advance
Cash and Bank Balances 459,456 23,061,571
Debtors and Accounts Receivables 41,736,099 92,092,369
Advance, Deposits and Prepaids 6 52,448,872 47,875,349
Total Current Assets, Loan and Advance 94,644,427 163,029,290
Less: Current Liabilities & Provisions
Creditors and Payables 7 34,462,601 53,762,346
Short Term Loan- O/D 49,435,342 48,527,722
Total Current Liabilities & Provisions 83,897,942 102,250,068
Net Current Assets 10,746,485 60,739,222
Total Assets . 2,278,164,492 ; 2,330,293,193

Signiﬁéant Accounting Policies and Notes to the 11

Accounts

As per our report of even date attached

For behalf of the Panchthar Power Company Ltd.

& 9

Pushpa Jyoti Dhungana
Managing Director

Sundar %bedi

Finance Manager

Rajesh Kumar Shrestha .
Chairman Partner
PYC & Associates

_ ; Chartered Accountants

Date : 2078-09-03 %
Place : Lalitpur *i
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Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal
Income Statement

For the Year Ended 31st Ashad 2078 ( 15th July 2021)
Amount in NPR

Previous Year

Particulars ‘ Schedule Current Year ..~

o : i) SHRt: :

Revenue From Sales of Electricity 318,663,798 399,286,524
Other Income 711,685 1,885,257
Total 319,375,483 401,171,781
Expenses

Royalty and Penalty Expenses 8 38,722,681 9,473,973
Administrative Expenses 9 28,726,818 20,679,955
Depreciation 3 86,148,616 86,106,866
i o 153,598,L15% 116,260,791 .
Profit from Operations 165,777,368 284,910,987
Financial Expenses 10 127,570,595 189,277,194
Gain on Sale of Fixed Assets
Net Profit/(Loss) before bonus and tax 38,206,773 95,633,793
Bonus Expenses - -
Net profit after Bonus Expenses 38,206,773 95,633,793
Income tax
Deferred Tax Income/(Expense) 56,872,523 (12,066,260)
Profit/(Loss) after tax 95,079,296 83,567,532
Loss Broug_ht Forward from Last Year (140,143,590) (223,711,122)
zProfit/(Loyss)‘Transferred to Balance Sheet [45,064,294} {140,143,590]'

Significant Accounting Policies and Notes to 1
the Accounts

As per our report of even date attached

For behalf of the Panchthar Power Company Ltd.

. A
Sundar Mani Subedi Pushpa Jyoti Dhungana

Finance Manager Managing Director

f€sh Kumar Shresth:

Chairman Partner
PYC & Associates
Chartered Accountants

Date : 2078-09-03 i
Place : Lalitpur .
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Panchthar Power Company Ltd.

Hattiban, Lalitpur, Nepal
Cash Flow Statement

For the Year Ended 31st Ashad 2078 ( 15th July 2021)

Partlculars
Cash Flows from Operatlng Activities

Inuiease/Deciease it luveslinenl
Proceed from Disposals of Asset during the Year

Cash Flows on Investing Actlwtes (27,140,130)

Cash Flows on Financing Activites

Issue of Share Capital - -
Increase/(Decrease) of Loan from Banks (147,207,996) (114,792,000)
Cash. Flows from Fmancnal Activites {147,207,996) {114,792,000)
Total Cash Generated in the Year (22,602,115} 22,856,357
lOpening Cash and Bkank Balances 23,061,571 205,215
kC’ash‘ and Ba’nk Balance at the E.nd of the Yeark 459,45;6 : 23‘051’571

CurrentYear

Amount in NPR ;

~ Previous Year

(22,581,500)

Net Profit Refare Taxatinn 38,206,773 95,633,791
Acljisriment o
LEpredinTion B, LAk LD 8,116, 8bb
Foreign Exchange Gain/Loss
Loss from disposal of Assets
Gdin lroin dispusal vl Assels
Cash flow from Operating Activities before changes in Working Capital 124,355,389 181,740,658
Cash Flows from changes in working capital
(Increase)/ Decrease in current assets 45,782,747 (33,221,711)
Increase/(Lecrease) in currant habilitias (18,3492,1.06) ¥70,500)
iCash Flows from Opcrating:/ ACtIVltleS i 151,746,010 147,648,357
Cash Flow on Investing Activites
Decrease/Increase in Capildl Assels -
Pirchase/fapitalisatinn nf Fived Assats (1,ANR,R3N) (1n,nnn,NNNY

(10,000,000)

Significant Accounting Policies and Notes to the Accounts 11

As per our report on even date at';aehad

For behalf of the Panchthar Power Company Ltd.

o e

ni Subedi Pushpa Jyoti Dhung:
Finance Manager )i

CA.8hikha Bagla
Partner

PYC & Associates

Chartered Accountants

ajesh Kumar Shrestha
Chairman

Date : 2078-09-03
Place : Lalitpur
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Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal

Schedules Annexed to & Forming Part of Financial Statements as at 31st Ashad, 2078

Amount in NPR

Parti'cularé
Schedule 1: Share Capital
Authorized Capital

Curren_t,Year

Previous Year

9625000, Ordinary shares of Rs. 100 each. 962,500,000 962,500,000
Issucd Capital

9,625,000 Ordinary shares of Rs. 100 each. 962,500,000 962,500,000
Paid up Capital

(7,700,000 Shars @ 100 promoter 770,000,000 770,000,000
Public share (from [PO) 192,500,000 192,500,000
Total paid up capital - 1962,500,000 ~ 962,500,000
Schedule 2: Reserve and Surplus

Profit /(Loss) For the Year 95,079,296 83,567,532
Profit Brought from Last Year (140,143,590) (223,711,122)
Total (45,064,294) {140,143,590).
Schedule 4: Cash and Bank Balances

Cash in Hand 20,703 14,383
Himalayan Rank 5,708 5,707
Sanima Bank Limited- Current A/c 36,300 162,785
Sanima Rank Timited- Cantral A/e 758,104 1,000
Commerz and Trust Bank 5,000 5,000
Nepal Investment Bank Limited 16,513 16,513
Machhapuchchhre Bank Limited - Site A/c 7,840 7,840
Sanima Bank Limited- Call A/c 99,226 17,040
Sanima Bank Reserve A/c 1,002 22,531,302
Total ' 459,456 23,061,571
Schedule 5: Debtors and Accounts Receivables

NEA - Revenue Receivable 41,736,099 92,092,369
Total - 41,736,099 | 92,092,369
Schedule 6: Advances, Deposits and Prepaids

Deposits and Margin (Sub-Schedule 6.1) 1,305,000 922,000
Advance against Expenses {Sub-Schedule 6.2) 2,493,383 2,170,000
Staff Advance (Sub-Schedule 6.3) 261,712 286,291
Advance for Contractor/Suppliers (Sub-Schedule 6.4) 11,337,214 7,686,097
Advance for Project Development 33,757,859 33,757,859
Prepaid Insurance for Vehicle 35,843 -
Prepaid Insurance for project 3,257,261 3,053,102
Total ; 52,448,872 47,875,349
Schedule 7: Creditors and Payables

Audit fee payable 148,008 111,500 - :
TDS Payable 353,508 2,486 70 5
Salary Payable 992,641 608204
Graduty funds payable 116,560 7 zﬁg
Sundry Creditors (From Schedule 7.1) 26,917,516 49,89
Bonus Payable -

Other Payables (From Schedule 7.2) 5,934,368 2,394,66
Total ' ' 34,462,601 - 53,762,346
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Panchthar Power Company Ltd.

Hattiban, Lalitpur, Nepal

Schedules Annexed to & Forming Part of Financial Statements as at 31st Ashad, 2078

‘Particulars

Schedule 8 : Royalty and Penalty Expenses

Current Year

Amount in NPkR_

Previous Year

Revenue Royalty 5,738,555 7,983,973
Fixed Royalty 1,490,000 1,490,000
Panalty Charge by NEA 31,494,126 -
Total 38,722,681 9,473,973
Schedule 9 : Administrative Expenses

Salary Expenses 8,025,387 8,132,424
Dashin Allowance 431,400 447,600
Social Security Funds 451,200 485,345
Project Insurance 6,310,362 6,479,041
Fuel Expenses -Vehicle 352,825 276,694
Dffice Expenses 54,916 71,011
Bank Commission Charges 11,879 2,250
Printing & Statinnery Fvpenses 1,778 10,735
Telephone Expenses 66,735 59,199
Local Conveyance - 250
Biswa Karma Puja Expenses 10,090 10,350
Fmail & Internet Fxpenses 10,000 9,000
Water & Electricity Expenses 60,000 60,000
Nodlo Nenewal Charge 10,000
Travelling Expenses 369,292 152,700
House Rent 300,000 300,000
Audit Fees 150,000 113,000
Freight and Custom Charge 98,031 37,670
Guest and Entertainment - 16,820
Vehicle insurance 31,670 66,926
Mess-Expenses 107,405 101,736
Electricity Expenses Site Intake 127,895 175,877
Miscellaneous Expenses - 5,000
Legal Advisor fee 45,000 -
News Paper - 3,400
Vehicle Renewal Charge 109,720 18,095
Vehicle Repair and Maintenance 391,141 321,876
Over Time Expenses 1,101,406 1,070,438
Meter purchase - 11,800
Board Meeting Allowance 690,000 780,000
Power House Repair Goods Expenses 700,972 678,572
Repair and Maintenance 7,669,788 130,500
Royalty -DFO 26,775 22,163
Social Mitigation Expenses For COVID-19 100,000 50,000
Report Publishing Expenses 100,244 68,649
NEPSE -Renewal Charge 100,000 110,000
CSD- Renewal Charge 170,000

NEA Internal Consumption Cost 241,920

Website Expenses 17,000

AGM Expenses 152,008

Share Registrar (RTS) Chatges 100,000

Total 28,726,818

Schedule 10: Financial Expenses

Interest on Bank Loan 125,813,452 187,405,224
Bank Loan Arangement Fee 1,757,143 1,871,970
Total 127,570,595 189,277,194
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Panchthar Power Company Ltd.
Schedules forming part of the Financial Statomonte
Fnancial Year 2077-78
Schedule 11: Significant Accounting Polices and Notes to the Accounts

A. Background
The company produces electricity 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. Panchthar Power
Company Limited is a limited company incorporated in Nepal under the company Act, 2063. The
registered office of the company, and the principal place of business, is located at Hattiban, Lalitpur,
Nepal and production unit is 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 Energy.

B. Significant Accounting Policies:

1. Accounting Conventions
The financial Statements are prepared under the historical cosl convenlivig un die deerudl

concept and are in accordance with the Nepal Accounting Standards and others as applicable

laws prevalent in Nepal.

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

principle requires estimates and assumptions to be made that affect the reported amounts of
Assets 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 periods in which the results are

known/ materialized.

3. Going Concern:
The Financial Statements are prepared on the assumptions that the company is a going concern

and the management of the company do not intend to liquidate the company in foreseeable
future from the signing of financial statement.

4. Property, Plant & Equipment:
Property, Plant & Equipment are stated at historical cost less accumulated depreciation.

Depreciation is calculated as per NAS-16 over the useful life of the assets.

Expenditures for additions and improvements are capitalized, while costs for repairs and
maintenance are charged to operations as incurred.

-
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When a property is damaged or lost, impaired, claims for reimbursements is accounted for
separately. Disposal of damaged or otherwise impaired assets are accounted for consistently as
per provisioned of NAS 16. Compensation from third parties which are of the nature of gain
contingencies are recognized as profit in the Income Statement when actuaily recognized.

Cstimated cost of sale is reduced from carrying amounts of assels when the same is held for
disposal. Mo further depreciation is provided after the assct become idle whether on the ground
of temporary suspension of use or poised for sale. Assets classified as held for sale are carried at
the lower of carrying amount and Fair value less costs to sell and classified separately as ‘Non-
Current Assets held for Sale’ and shown in the Statement of Financial Position accordingly.

The management 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 method over the useful life for the uses of those
project asscts by the company. Uffice furniture, cquipment, vehicles and other assets are
depreciated using the diminishing balance method.

Particulars Hseful life of Assets Depreciation Rate
Structure Assets 30.76 Yrs 3.26%

Building 30.76 Yrs 3.26 %

Plant and Machinery 30.76 Yrs 3.26%

Land and Development 30.76 Yrs 3.26%

Office Equipment and Furniture 25%

Vehicle 20%

Property, Plant & Equipment’s are stated at cost less depreciation.

Advances, Receivables & Deposits:
Advances, Receivables & Deposits are stated at book value.

Deferred Tax Assets and Liability:
Deferred taxes Assets are accounted for income tax recoverable in future periods in respect of

deductible temporary differences, the carry forward of unused tax losses and the carry forwg_rdr __

of unused tax credits. &
Deferred tax liabilities are recognized for the future tax consequences attributable to tg%alile

temporary differences between the financial statements carrying amounts of existing assetsia
liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using tax rates expected to apply to taxa
income in the years in which those temporary differences are expected to be recovered or
settled based on the laws that have been enacted or subsequently enacted by the reporting
date. Since the company enjoys tax holiday period up to 2082/83 and 50% tax concession for
further 5 years period, deferred tax on the losses accumulated till the current financial year has

oy P javers
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not been recognized since the company expects to recover all the losses within its tax holiday

period.
Notes to the Account

1. Income Tax
As par Sectlon LL clause (3 gha) of Ihcome tax Act, 2UL%, it any hydroclectricity company
generates electricity commercially by Chaitra 2080 B.S then such company is entitied to 100%
exemption from Income Tax liability for first 10 years and therealler, for next 5 years, there is
deduction of 50% Income Tax liability. Provision for tax has not been created as the company
has been operating in loss in current year and also the company is within tax holiday period.

2. Deferred Tax Assets and Liabilities
Deferred Tax Assets and Liabilities have been computed in accordance with NAS 12, Income

Taxes. In the case of accumulated loss (before adjustment of deferred tax expense), till the
current financial year 2077/78, deferred tax Assets has not been created as management has
expected to set-off loss within tax holiday period (F/Y 2082/83).

Since the company is enjoying tax holiday period, the management is of the contention that the
carry torward loss will be recovered during this tax holiday period. The rates ot taxation as well
as deferred tax arising thereof in any other temporary differences cannnt he reasonably
estimated in current period, hence the management has reversed the previous year deferred
tax expenses amounting to NPR. 56,872,523 to deferred tax income in this fiscal year.

3. Depreciation

The depreciation for the year is NPR. 86,148,616 calculated on the basis estimated useful life of
the asset as specified in the accounting policies.

Letter of Credit amendment charges on loan taken to acquire plant and machinery has been
capitalized to the cost of plant and machinery and depreciation has been calculated accordingly.

4. Financial Cost

The company has obtained loan from different bank and financial institution for which interest
expense of NPR. 127,570,595 has been charged in current financial year.

5. Borrowings from Bank and Financial Institutions

The company has borrowed loan under consortium financing from different bank and financial
institution (Lead Bank — Sanima Bank Limited). The company has following loan outst}ndgpg'-i'ﬁ %
A

the year end. /4
e tstandi NPR P
S. No. Type of Loan Outstanding Amqunt ( ) \\«ix
1. Term Loan 1,360,728,786
2. Overdraft 49,435,342
. Total 1,410,164,128
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10.

11.

Provision for Bonus
As per Rule 86 of Electricity Regulation 2050, the licensee shall have to distribute bonus to the

workers and employees every year setting aside the amount equal to two percent of the
amount of net profit, provided that the bonus to be distributed shall not exceed the amount
equal to the annual salary of the concerned employees. However, the entity hasn’t set aside

provision for bonus for the FY 2077/78.

Related Party transactions
During the Financial Year 2077/78, the company has incurred expenses under the head “Salary”

which also includes remuneration and allowances to Managing Director and Director. Allowance
nF NP 13,00,000 has bagn providad to a director and tha galary and allowance of tho Managing

Director is as follows:

S.N. | Name Designation Nature Amount{NPR)
1. Mr. Pushpa Jyoti Dhungana Managing Salary and 15,60,000
Director Allowance

Schedules 1 to 11 forms the integral part of Balance Sheet and Profit & Loss Account.

There is no any dispute claimed to/by the company to the extent of the knowledge of the

management.

All amounts are stated in Nepalese Rupees and has been rounded to nearest figure.

Previous year figures have been re-grouped or rearranged wherever considered necessary to

make them comparable with the current year figures.
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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
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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 tfransmission line

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