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INDEPENDENT AUDITOR'S REPORT TO THE SHAREHOLDERS
OF PANCHTIIAR POWER COMPANY LTD.
Opinion

We have audited the financial statements of Panchthar Power Company Ltd., which comprise the

Statement of Financial Position as of Ashad 32, 2082, and the Statement of Profit or Loss & other
comprehensive income, the Statement of Cash Flow for the period then ended, the Statement ofChanges
in Equity and the notes to the financial statements, including a summary ofsignificant accounting policies.

In our opinion, the accompanying financial statements ofthe company read together with the Significant
Accounting Policies and Notes to the Accounts forming part ofthe accounls for the year ended Ashad 32,

2082, are prepared, in all material respects, and gives a true and fair view, in accordance with applicable

Nepal Financial Reporting Standards and comply with provisions ofthe Companies Act,2063.

Basis for Opinion

We conducted our audit in accordance with Nepal Standards on Ar,rditing (|,lSAs). Our responsibilities

under those standards are further described in the Auditor's Responsibilities lor the Audit ofthe Financial

Statements section of our report. We are independent of the company in accordance with the ethical
requirements that are relevant to our audit ofthe financial statcmcnts, and we have f'ulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in the

audit ofthe financial statements ofthe curent period, and these matters were addressed in the context of
the audit ofthe financial statements as a whole, and in forming our opinion thereon, and we do not provide

a separate opinion on these matters. We have determined the matters described below to the key audit

matters to be communicated in our report.

*t rtoor, zg2loo, ranka Priiia ctrumiiiJauf, nnarnnaear, Katf'.andu-29, Nepal

Kev Audit Matters Response to key audit matter

During the year, the Company undertook

extensive reconstruction activities to restore the

project to an operable condition, and the

expenditure incurred in relation to these

reconstruction works was capitalized. The

Company recommenced amortization from the

date of re-commercial operation once the

project was ready for its intended use. The

accounting treatment ofthe reconstruction costs

involves significant judgment by management,

including detcrmining whether the nature ofthe
expenditure meets capitalization criteria,

evaluating the extent of restoration completed,

Wc evaluated the Company's reconstruction

activities by examining engineering assessment

reports, physical progress documents, and

evidence of damage and subsequent restoration.

We perfbrmed detailed testing of the

reconstruction expenditures by inspecting

invoices, contractor bills, work completion

cefiificates, procurement records to assess whether

such costs were directly attributable to restoring

the asset to working condition and therefore met

the criteria for capitalization under applicable

accounting standards. We verified the accuracy of
the amounts capitalized and reviewed the
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and establishing the appropriate date on which
the project became operational again. Given the

magnitude of reconstruction expenditure, its

financial impact on the project's asset base, and

the level ofjudgement involved, this matter was

considered a key audit matter.

classification between capital work-in-progress

and completed project assets. We assessed

management's basis for determining the date olre-
commcrcial operalion by reviewing

commissioning documents, test-generation results,

NEA communications, and internal approvals, and

evaluated whether amortization was appropriately

resumed from the point at which the project was

ready for its intended use. Based on the audit
procedurcs performed, we found management's
judgments and accounting treatment relating to
reconstruction costs and the resumption of
amortization to be reasonable and in accordance

with the applicable financial reporting framework.

Responsibilities of Management and Those Charged with Goyernance for the Financial Statements

Management is responsible for the preparation ofthe financial statements in accordance with the Generally
Accepted Accounting Principles (GAAPs) and Nepal Financial Reporting Standards (NFRS) prevalent in
Nepal and fbr such internal control as management determines is necessary to enable the preparation of
financial statements that are liee liom material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's ability to
continue as a going concem, disclosing, as applicable, matters relating to going concern and using the going
concem basis of accounting unless management either intends to liquidate the Company or to cease

operations, or has no realistic alternative but to do so. Those charged with governance are responsible for
overseeing the company's financial reporting process.

Auditor's Responsibilities for the Audit of the 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 eror, 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 Nepal Standards on Auditing (NSAs) will always detect a material misstatement when
it exists. Misstatements can arise liom fraud or enor and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis ol these llnancial statements.

As a part ofan audit in accordance withNSAs, we exercise professionaljudgment and maintain professional
skepticism throughout the audit. We also:

a) Identiry and assess the risk of material misstatement ofthe financial statement, whether due to fraud
and eror, design and perform audit procedures responsive to those risk, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of intemal control.

b) Obtain an understanding ofintemal 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 ofthe company's intemal control. , ,

%.



c) Conclude on the appropriateness ofmanagement's use ofthe going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exist related to events or
conditions that may cast significant doubt on the company's going concem. 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, of such disclosures are inadequate, to modiff our opinion,
our conclusions are based on the audit evidence obtained up-to the date of our auditor's report.
However, future events or conditions may cause the company to cease to continue as a going concern.

d) Evaluate the appropriateness of accounting policics used and the reasonableness of accounting
estimates and related disclosures made by the management.

We communicate with those charged with governance regarding among other matters, the plaffled
scope and timing ofthe audit and significant audit findings, including any significant deficiencies in
intemal control that we identifi, during our audit.

Report on Other Legal and Regulatory Requirements

As per the requirements of Section 115 ofthe Companies Act, 2063 (First Amendment 2074), we further
report that:

a) We have obtained all the information and explanations, which to the best of our knowledge and belief
were necessary for the purpose ofour audit.

b) In our opinion the Company has kept proper books of account as required by law so far, as appears

fiom our examinations ofthose Books.

c) The financial statements agree with the books of account.

d) In our opinion and to the best of our information and according to the explanation given to us, the
financial statement the said Balance Sheet, Incomc Statement and Cash Flow Statement, read together
with the notes forming part ofthe accounts give the information required by the Companies Act 2063

(First Amendment 2074) in the manner so required and give a true and fair view:
i. In the case ofStatement ofFinancial Position, ofthe state of affairs ofthe Company as at Ashad

32,2082; and

ii. In the case ofStatement ofProfit or loss, ofthe results ofoperations ofthe Company for the year

ended on Ashad 32,2082: and

iii. In the case ofthe Statement ofCash FIow, ofCash inflow and outflow ofCompany for the year

ended on that date.

e) Neither we have come across any ofthe information about the misappropriation offund by the directors

or any of the representative or company's staffs during the course of our audit nor have we received

any such information from the management.

f) No accounting fraud has been observed during the course ofour audit.

For and on Behalfof,
Kiran Acharya & Associates



l'anchthar Porver Company Ltd.
Hattiban, Lalitpur, Nepal

Statement ofFinancial Position as at Ashad 32,2082
All amounts are in NRs. unless othenvise stated

Significant accounting policies & notcs to the accounts 26

c-
Raghu Nath puri

Director

As per our report ofeven date

ls4ffiH&r

Date:2082.08.05

Place:Lalitpur, Ncpal

Particulars
Notes

As at As 8t
Ashad f,2.2082 Ashad 31,2081

IASSETS

I

lNon-current Arsetr
I

la) Propefiy, Plant & EquipnMet (Gross)

I i)GeneralAsset(Gross)

I Less: Accumulated Depreciation

lGeneral Assct fl,let)

I ii)ProjectAsscttGrosst

I Less: Accumulated Dcpreciation

lProiect Asset (Net)

I Property, Plant and Equipment (Net)
WIP Fixed Assets

Total Non-rurrent Assets

(a) Financial Assets

(i)Trade Receivables

(ii) Cash and Cash Equivalents
(iii) Other Financial Assets

(b) Other Cufient Assets

Total Current Assets

Tolsl Asset!
E,QUITY AND I-IABILITIES
Equity
(a) Equity Sharc Capital
(b) Other Equity

Total Equity

Liabilitics
Non-current Liabilities
(a) Financial Liabilities

(i) Bonowings

Total Nod-curr€nt Liabilities

Current liabilitics
(a) Financial liabilities

(i) Bonowings
(ii) Other Financial Liabilities

(b) Provisions

(d) Other Cu[ent l-iabilities

Total Current Liabilities

Total Liabilitics

5

6

7

8

9

l0

11

t2

l3

l4
l5
16

17

14,372,251
(10,631,916)

1 7dn tt5
3,469,309,618
(613,010,740)

2,856,298,878
2,860,039,213

13,332,251
(12,071 ,634)

1,260,617

2,199,155,039

(s29,293,227)

1,669,861,81r

1,671,122,428

419,406.062

2,860,039,213 2,090,528,490

62.555,317
3,842,499

32,454,968
52,267,123

1sr,1r9,906

1,424,435

36,2|,426
59,104,939

358,719,505

455,460,304

3,0t t,159,123 2.545.988.79s

962,500,000
(98,155,228)

962,500,000
(36.430.298)

864,344,712 926,069,102

I,141.359.596 483,763,108

1,141,359,596 483,763,108

698,482,950
303,359,065

2,t28,090
1,484.650

962,100,890

17t,t55,126
2,128,090

111,8'79

1,005,454,755 1,136,155,985

2,146,814 )st 1,619,919,093

Total Equify and Liabiliti€s 3,01I,159,123 2,545,988,795

Propdotor



Panchthar Porver Company Ltd.
Hattiban, Lalitpur, Nepal

Statement of Profit or Ioss and Other Comprehensive Income fortheyearendcd Ashad 32,2082
AII amounts are in Rs.' unless otherwise stated

Significant accounting policics & notes to the accounts

Raghu Nath puri
Direotor

^ ,-U--
/<7 9\1-7q;2"

-fiesh Kurnar Shrestha

Datc:2082.08.05
Plaoe:Lalitpur, Nepal

(l) Curent Ta-Y

(2) Deferred Ta.r

(i) Equit) Instruments Through Othcr Comprchcnsive Income

otal Other Comprehensive Income
otal Comprehensive Income For The Period

Per Equity Share (For Continuing Operation):
(1) Basic (in Rs.)

(2) Diluted (in Rs.)

3,609,786
59,646,15'7

84,132,034

3,681,355
110,691,932
'73,635.t69

349,222,7',19

(61,724,929)

As pcr our rcport ofeven date

For & on behalfof

AcharyaSundat Mani subedi



Panchthar Power Company Ltd.
Statement of cash flows for thc ycar ended Ashad 32, 2082

AII amounts are in Rs,' unless otherwise stated

Particulars For the year ended Ashad
32.2082

!'or thc year ended Ashad Jl,
2081

Flows From Operating Activities
For The Year

justments For:
Costs

And Anronizrlion Of NorF( urent Ass(ls

lMovements ln Operating Asscls:

ItLrcrease;/Dsqrqq5q 1, lrade And Other Receivrbles

l( lncrease)/Decrease ln Othcr l- inancial Assets

Itlncrecse)'Decrease 
In Orher Currcnr Assels

llncrea.e/ (Decrease) ln l-inrncial Liabilities

llncrease/ lDccrcasel ln Olher Financial Liabiliries

llncrease/{Decrease) 
In Provisions

llncrease/(Decrerse) ln Other Liabilities

Cash Generated From Operations

Net Cash Ccncraled By Operaring Activitics

Cash Flows From Investing Actiyities
Increase or Decrease of Investment
Increase in WIP Assets

Sale/ (Purchase) For Property, Plant And Equipment

Net Cash (Used In)/Generated By Investing Activities

Cash Flows From Financing ,4.ctivities

hlcrcase or Decrease OiBorrowings
Increase or Decrease In Share Capital
Dividends Paid On Equity Shares

Right Share related issue expense

Finance Expenses

Net Cash Used In Financing Activities
N€t lncrease In Cash And Cash Equivalents

Cash And Cash Equivalcnts At The Beginning OfThe Year

Ilffects OfExchangc Ratc Changcs On The Balance OfCash
And Cash Ilquivalcnts Held In forcign Currencies

Cash And Cash Equivalents At The End OfThe Year

(61 ,724,929)

59,646,ts7
84,132,034

82,053,262

(61,130,883)

26,649,971

306,452,382
(264,2t7,940)

t32,203,939

1.312.77t

(139,059,086)

1t0,691,932

73,635,169

4s,268,0t5

15,462,956
(59,089,539)

(216,686,032)

608,205,890

138,621,692

(0)

37,470
tll,270,240
223,323,502

223,323,502

419.406,062
(1,273,048,819)

126,552,438

411,820,453

471,820,153

(419,406,062)

349,222,'779

(8s3,612,7s7)

657,596,488

(5e.646.1s;)

(70,183,283)

(260,31s.2s 
_6)

fl 10.691.932)

s97.9s0.331 (371,007,188)
(32,368,924) 30,629,982

36,211,426 5,581,444

3,842,499 36,211,426

Significant accounting policies & notcs to thc accounts 26 As per our report ofeven date

For & on behalfof

,@3o"o"'ut"'

Kiran Acharya

Proprietor

,rrOk#
linance Manager

Date:2082.08.05

Place:Lalitput Nepal

Chairman

13
---TIlaghu Nath puri

Director
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Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal

Notes to thc financial statements for the l,ear ended Ashad 32,20g2
All amounts are in Rs., unless otherwise stated

Contruction Management and Engincering Cost
Frieght Transportation & Ware Housing Cost
Custom Duty & Taxes

LC commission ,Renewal & Hedgilrg premium Chargcs

Electrorncchanical Equipment

'7,390,200

6,20s,137

48,231,507

9,680,873

297,704,938

7. Trade [ieceivables

Particulars As at,tshad 32,2082 As nt Ashad 3I,2081
Ncpal Electricity Authority- Rcvenue Rcceivable 62,555,311 1,424,43s
Total 62,s55,317 1,424,435

Balanc€s rvith Banks
Ilimalayan Bank
Sanima Bank Limited- Current A/c
Sanima Bank Limited- Control A/c
Commerz and Trust Bank
Nepai lnvestment Bank Limited
Machhapuchchhre Bank Limited - Site A/c
Sanima Bank l,imited- Call A/c 10000470
Sanima Ilank Rescrve A/c -90410010000008

Cilizen Bank Limited -Current A/C
Othels Consurtium bank balancc
Cash in hand

3,83s,492
5,707

1,120, t94
207

s,000

r 6,513

1,840

1,000

2,57 6,280

102,7 5t

36,t74,156
5,'707

34,56s,950

5,000

16,513

7,840
1,758

r,000

. Other Assets -
Particulars As at Ashad 32.2082 As at Ashad 3I.2081

NTC Telephone Deposit
Bank Gurantee Margin-Exim Code

LC Margin Sanima Bank- Electromachanical Equipment
NRB Margin- Custom
NTC Deposit

Geeta Oil Centre Pvt.Ltd.

Receivable (lnsurance)

300,000

464,000

I5,400
1,468

31,674,100

300,000

6,497,000

4,r 93,000

I5,400

48-099.539
Total 32,4s4,968 59,r01,939



Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal

Notcs to the financial statements for the year ended Ashad 32, 2082
All amounts are in Rs.' unless otherwise stated

10. OtherAssets - Current
Particulars As at Ashad 32,2082 As at Ashad 31.2081

Advanceagainst Expenses

Land Advance - Site

Site Ofilce Phidim- Advances

Motorcycle Advance
Advancc for Contra€tor/Suppliers
Transnepal Freight Services Pvt.Ltd
ICRA Nepal Limited

Fewa Construction

Machhapuchhre Engineering Pvt.Ltd.

Mount lnfra Consults Pvt.Ltd.
Machhapuchre Matel & Machinery P.Ltd.

Others advance site

ERC deposit
Advance Income Tax

1,800,000

1,260,'7 68

150,000

46,650,064

499,664

182,900

1,050.000

673,721

5,210,t87
150,000

26,329

182,860

344,044,845

499,664

s.676,839

2,255,090

613.691
Total 52,261,123 358,719,s05

ll. Equity Sh:rre Capital

The Company has single class ofequity shares having
have voting rights in proportion to their share.

12, Other Equity

value ofRs. 100 per share. Every holding equity shares therein shall

Particulars As at Ashad 32,2082 As at Ashad 31,2081
Equity share capital 962,500,000 962,500,000
Total 962,500,000 962,500,000

shares ofRs. 100 each.

Particulars As at Ashad 32,2082 As at Ashad 31,2081
Retained Barnines

Balancc At Beginning OfYear
Profit For Thc Year

Less: Dividend paid

(36,430,298)
(61 ,'t24,929)

102,628,188
(139,059,086)

Balance at End ofthe Year (98,rss,228)

'l otal (98,155,228) (36,430,298)

Sccurcd - at Amortised Cost
Term loans

Current l'ortion ofLong term loan

q^a



Panchthar Powe r Company Ltd.
Hattiban, Lalitpur, Nepal

Notes to the financial statements for the year ended Ashad 32,2082
All amounts are in Rs.' unless otherwise stated

14, Current
Particulars As at Ashad 32,2082 As at Ashad 31,2081

Unsecured - A.t A.mortised Cost

Currcnt Scction of Long Tcrm Loans
434,396,950

264,086,000
698,614,890

264,086,000

Total 698,482,9s0 962,700,890

15. Olher Financial liabilitier - Current
Particulars As at Ashad 32,2082 As at Ashad 31,2081

Audit fee payable

Salary Payable

Board Meeting Allowance -Payable

Promoters loan

Sundry Creditors
Maachhapuchre Metal and Machi[ery workshop p. Ltd.
Agro Mill Machinery Traders

Birta Auto Works P\t.Ltd
BRS Enterprises

S.K Suppliers Phidim
Suman Tharu -Salary

Tiome Computer System

Auto Land Pvt. Ltd.
Bhimsen Boan-Crane

Geeta Oil Centre P!,t.Ltd.
Millenium Publication P!,1. Ltd.
Rajesh Shrestha

Hydro Equipment Services P!,t. Ltd
Hydro Management Services Pvt.Ltd.
Mount Infra Consults Pvt.Ltd.
National Teach.Hydro and trlectric Prt.Ltd
Professional Computer System PVt.Ltd.
ABS Fright P\,t.Ltd..

Global Travel Management I\4.Ltd. -Advances

Machiapuchrc Matcl & Machinery P.Ltd.

Othcr Payabl€s

Hydro Management Serviceses Pl(.Ltd.
River Side Hydro Encrgy Limited
Tamor Energy Pvt.Ltd.
Umesh Skestha -Loan

Othcrs Payable

Royalty Payable

Jaya Ambe Suppliers

New Educational Enterp ses

Sanam Kumar Lamichhane

Interest Dayable to bank

223,000

868,236

1,232,500

98,464,363

13,723,161

13,560

81,400

1t,230
13,816

6,300

53,112

z:o,oss
23,800

526,765

6,145,3s4

2,777,775
)) )7<

zss,Tzo
1,491,833

29,940,940

42,500,000

64,183,300

30,000,000

45,565

1,490,000

24.132

49.500

8,841,664

223,000

484,664

88,789,130.66

s3,tt2
3,948,47 |

19,302

245,089

23,800

54r,490
1,575,000

I 17,100
) 111 11\

25,361

7 58,970

30,000,000

8,000,000

30,000,000
2,096,259

222,036

, ,,,no

Total 303,3s9,06s 171,155,126

16. Provisions- Current

Particulars As at Ashad 32,2082 As at Ashad 31,2081

Provision for EmDloyee Bonus 2,128,090 2,128,090

Total 2,128,090 2,128,090

@2 hqa



Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal

Notcs to thc financial statemcnts for the year ended Ashad 32,2082
All amounts are in Rs.' unlcss otherwise stated

17. Other Current Liabilities
Particulars As al Ashad 32,2082 As at Ashad 31,2081

SSF Payable

TDS Payable (Net)
47,413

1,437,237

55,913

115.966

Total 1,484,650 171,879

18. Revcnue From
Particulars As at Ashad 32,2082 As at Ashad 31,2081

Electriciry Salo to NEA
Income From Power Sale (Hcwa Khola "A") 89,072,687

89,072,687

19. Cost of Sal€s

Particulars As at Ashad 32,2082 As at Ashad 31,2081

Royalty
Royalty (Agaifl st Generation)

Royalty (Against Installed Capacity)
Project Op€ration
Electricity expenses site intake

Fuel Expenses -Vehicle

NEA [nternal Consumption Cost

NEA CC Meating Expenses

Powcr Housc Expcnscs sitc

Project Insurance

Radio Renerval Charge

Radio Set -VIIF (Okytoky set)

Royalty -DFO

Short Supply Charge -NEA

Travelling Expenses

StaffSalary & Allowancas

Ove ime Dxpense

Dashail Alloivance

I,787,955
2,980,000

97,922

81,432

49,434

e,e7 t,4;6
45,600

267,866
33,435

234,847

1,293,036

5,039,520

t,091,329
170,300

'121,s43

10s,602

727,933

10,840,138

1,000

30,39s

2,114,095

4,474,460

315,415

203,700

Total 23,144,162 18,934,28r

20. Other Income
Particulars As at Ashad 32,2082 As at Ashad 31,2081

LOP Insurance Income- Sagarmatha

Other Income

Scrap Sales

Gain on sales ofAsset
Insurance Proceeds(Property Insurancc)

7,935,540
243

11,174,500

624,2_40

168,970,500

36,391

248,099,539

Total 19,734,523 417,106,430

@49 d ,KS${D\/Y },Ya\
{5 i tt,tt''nnou 1-\1\ /i,\ 
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Panchthar Power Company Ltd.
Hattiban, Lalitpur, Nepal

Notes to the financial statements for the year ended Asha<I 32,2082
All amounts are in Rs.' unless otherwise stated

21. Administratiye

AGM expenses

.{dve(isement
Audit Fee

Bank Commission Charges
Board Meeting Allowance
Company Registration Updatecharge
CSD- Renewal Chargc
Email & Intemet Expenses

Exim Code Rencwal charges

House I(ent
Loan Rating Chargc ICRA
Mess-Expenses

Misc.expenses

NEPSE -Renewal Charge

Vehicle Renewal Charges
Vehicle Rcpair and Maintenance

OIlice Expenses

Printing & Stationery Expenses

Report Publishing Expenses

161,000

43,392

226,000

14,007

780,000
288,000

170,000

15,500

300,000

611,356

12.000

100,000

8,500

240,374

142,090

124,659

108,220

22,374

20,000

I18,505

37,809

160,000

20,000

226,000

28,671

670,000
210,000

170,000

8,000

1,000

300,000

203.933

roo,ooo

52,700

3t2,832
49,730

181,322

70,5_12

100,000

651,500

99,155

22. !'inance Cost
Particulars As at Ashad 32,2082 As al Ashad 31,2081

Interest on Bank Loan-Mgmt
Bank Loan Arangement Fee

56,145,492

3,500,666
t38,312,734

5.512.606
Total 59,616,157 110,691,932

24. Losses on Ass€ts

Particulars As at Ashad 32.208I As at Ashad 31,2080

Cost ofthe Proiect Assct impaired by flood

Accumulated depreoiatioD

439,462,452

(90.239.673)
Total 349,222,719

25. Per Share
Particulars As at Ashad 32,2082 As at Ashad 31,208I

From Continuing Operations
Basic Eamings I'er Share

Diluted Eamings Per Share

Rs. per share Rs. pcr share
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Schedule 8: WIP rssefworkin Progress

Electro Vechanical Equipment cosr
Eleclrcnechanical EAuipnent Cost 1st tat 721,436,472.50

297 ,144,937 .50

109,092,289.30
xlv cusran r gntsnd t ranspanaton chage 2,992,297.AA
EM -tnstatattan Malenals -Powet House 2,433,656.30
neosnrg Prentun cnarye 74,495,479.21,

1,245,98\.AA

7,120,332.50

165,336,937.50

7,063,785.00

Less: lnsuEmnce recoved Amounr (131,674,100.00

Mrnagement cost-,lvip

150,000.00
xtecrncny upenses -ste

245,361.00

97,195.00

\47,467.47
PotrerHorse expenses -srG 5s0,612.00

4,353,085.00

410,918.00
5,914,632.87

Inlcrest during Projecilleconstr!!cti!n 709,129,624_1A
aan Prccessing Chage -Citizen 2,500000.00
)onlruction Management and Engineering Cost 7,390,200.00

)ss Experses, S,le 1,587.080.41

612,573.00
Conttuclion Cohsulling setuice HMS 6,000,000.00

127 ,819,477 .52

6Y2 0

wrp Assets to be clpitarized ( Berore capitarilation) lpir€ct cosr laaa inairea cost ln:];fi[i":",,
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PANCHTHAR POWER COMPAI{Y LTD

Lalitpur ,Hattiban

Schedules Forming part ofthe financial statements

Schedule: 26 Significant Accounting Policies & Notes to Accounts For the year ended 32',d Ashad 2082(16th
July,2025)

Signifi cant Accounting Policies:

CORPORATE INFORMATION
1,1 General

Panchthar Power Company Ltd is a public Iimited company established fbr the development and operation of
hydropower projects in Nepal. The registered office of the company, and the plincipal place of business, is
located at Hattiban, Lalitpuq Nepal, while its production unit is situated in Phalelung Rural Municipality,
Panchthar, Nepal. The company is converted into the public Limited on 22 Ashwin 2074.
The company operates in accordance with the terms ofthe license issued by Ministry of Electricity. It owns and
operates the Hewa Khola 'A' Hydroelectric Project, which has a generation capacity of 14.9 MW.

1.2 FinancialStatements

The Financial Statement ofthe Company for the year ended 2"d Ashad 2082 comprises a Statement ofFinancial
Position, Statement of Profit or Loss, Statement of Cash Flows, Statement of Other Comprehensive Income,
Statement of Changes in Equity, Notes to the financial Statements, Significant Accounting policies of the
Company and reconciliations.

1.3 Principal Activities and Operations

'l'he principal business activity of the Con.rpany is to generate and sell hydroelectricity to Nepal Electricity
Authority

1.4 Responsibility for Financial Statements

The Board ofDirectors is responsible for the fair preparation and presentation ofthe Financial Statements, which
comprises the statement of financial position, statement of profit & loss, statement of comprehensive income,
statement ofchafes in equity, statement ofcash flow & notes thcreto has been prepared in all material aspects in
accordance with requiremcnts applicable to Nepal Financial Reporting Stanclards (NFRS) & the provisions of
the Companies Act, 2063.qfr
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BASIS OFPREPARATION
2.1 BasisofPreparation

These financial statements are prepared by following the historical cost convention, except for cerlain items that
are measured at fair values, as explained in the accounting policies below.
Fair Value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between ntarket parlicipants at the measurement date, regardless ofwhether that price is directly observable or
estimated using another valuation technique. ln estimating the fair value of an asset or a liability, the Company
takes into account the characteristics of the asset or liability if market participants would take those
characteristics into account when pricing the asset or liability at the mcasurement date.

2.2 Statement of Compliance

The Financial Statements of Company which comprises the components mentioned above have been prepared

by following Nepal Financial Reporting Standards comprising of Nepal Financial Reporting Standards and
Nepal Accounting Standards (hereafter referred as NFRS), laid down by the Institute of Charlered Accountants
ofNepal and in compliance with the requirements ofthe Companies Act, 2063.

2.3 Functional and Prcsentation Currency

The financial statements of Company are presented in Nepalese Rupees (Rs), which is the currency of the
primary economic environment in rvhich the company operates. Financial information is presented in Nepalese
Rupees and rounded off to the lowest cardinal number of two digits. There was no change in Company's
presentation and functional currency during the year under review.

SIGNIFICANT ACCOUNTING JUDGEMENTS ESTIMATES, AND ASSUMPTIONS

The preparation of Financial Statements in conformity with Nepal Financial Repofting Standards requires the
management to makejudgements, estimates, and assumptions that affect the application ofaccounting policies
and the reported amounts of assets, liabililies, income, and expenses. Actual results may differ from these
estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis, Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any future periods affected.
The most significant areas of estimation, uncertainty, and critical judgements in applying accounting policies
that have the most significant efi'ect ou the financial statements are as follows:

3.1 Going Concern

The Directors have assessed Company's ability to continue as a going concern and are satisfied that it has the
resources to continue in business for the foreseeable future. Furthermore, Board is not aware of any material
unceftainties that may cast significanl doubt upon Company's ability to continue as a going concern and does

not intend either to liquidate or to cease operation of it. Therefore, the Financial Statements are
going concern basis.

%g- ffi^
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3.2 Fair Value ofFinancial Instruments

Where the fair values of financial assets and financial liabilities lecorded in the statement of financial position
can be derived from active markets i.e. I-evel 1, they are derived from observable market data. However, ifthere
is not available, Level 2 and Level 3 Fair value measurement techniques have been used as per NFRS. If this
cannot be estimated, judgment is required to establish fair values.

The directors are ofthe beliefthat the carying amounts offinancial assets and financial Iiabilities recognized in
the financial statements approximate their fair values.

3.3 Impairment ofAvailable for Sale Investments

The Company reviews its debt securities, if any, classified as available for sale, at each reporling date to assess

whether they are impaired. Objective evidence that available for sale debt security is impaired includes among

other things significant financial difficulty of the issuer, a breach of contracts suclt as a default or delinquency
in interest or principal payments, etc. Company also records impairment charges on available for sale equity
investments where there is a significant or prolonged declines in fair value below their cost. The determination
olwhat is 'significant' or 'prolonged' requires judgement. The company shall generally treat 'significant/ as 20%
and 'prolonged' as greater than six months. In addition, company evaluated, among other factors, historical share

price movements, duration, and extent up to which the fair value of an investment is less than its cost.

3.4 Impairment of non-financial assets

Non-financial assets subject to impairment testing include intangible assets and propefiy, plants, and equipment.
The corporation tests material intangible assets under construction at least annually for impairment. Assets

subject to depreciation and amofiization are reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment test is performed by
comparing the carrying amount of the asset or cash generating unit (CGU) to its recoverable amount. The
recoverable amount is calculated as the higher of the fair value less costs to sell and value in use which is the
present value ofthe future cash flows from an asset or CGU.

3,5 Useful Life of the Property, PIant, and Equipment

The company reviews the residual values, useflrl lives, and methods of depreciation of propefiy, plant and

equipment at each reporting date. Judgement ofthe management is exercised in the estimation ofthese values,

rates, metl.rods and hence they are subject to unceftainty.
The useful life ofassets and the corresponding rates at which the assets are depreciated are as follows:

Category of Assets Estimated Useful life Depreciation Rate

Structure Assets 30.76 Yrs 3.26%

Building 30.76 Yrs 3.26Yo

Plant and Machinery 30.76 Yrs 3.26yo

Land and Development 30.76 Yrs 3.26Yr

Office Equipment and lurniture
25%

Vehicle 20%
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3.6 Taxation

The Company is subject to income tax and judgment is required to determine the total provision for current,
deferred, and other taxes due to the uncertainties that exist with respect to the interpretation ofthe applicability
oftax laws, at the time ofpreparation ofthese financial statements.

Uncertainties also exist with respect to the interpretation ofcomplex tax regulations and the amount and timing
offuture taxable income. Given the wide range ofbusiness relationships and the long-tem nature and complexity
of existing contractual agreements, differences arising between the actual results and the assumptions made, or
future changes to such assumptions, could necessitate future adjustments to tax income and expense amounts

that were initially recorded, and deferred tax amounts in the period in tvhich the determination is made.

3.7 Provisions for liabilities and contingencies

In accordance with Nepal Accounting Standards (NAS) 37- Provisions, Contingent Liabilities, and Contingent
Assets, a provision is required to be l'ecognized where there is a present legal or constructive obligation as a
result ofa past event that can be estimated reliably, and an outflow ofeconomic benefits will probably be required
to settle the obligation, the tirning or amount ofwhich are unce(ain.
The company has made provisions for all those obligations meeting the definition ofNAS 37. A contingent
liability is a possible obligation that arises from past events whose existence will be confirmed by the occurrence
or non-occurTence of one or more unceftain future events beyond the control of the company or a present

obligation that is not recognized because it is not probable that an outflow ofresources will be required to settle

the obligation. A contingent liability also arises in extremely rare cases where there is a Iiability that cannot be

recognized because it cannot be measu|ed reliably. The Company does not recognize a contingent liability that
discloses its existence in the financial statements.

A contingent asset is a possible asset that arises from past events and lvhose existence will be confirmed only by
the occurrence or non-occurrence of one or more uncertain f'uture events not wholly within the control of the

entity.

Provisions, contingent liabilities, contingent assets, and commitments are reviewed at each reporting period.
Estimates and underlying assumptions are reviewed on an ongoing basis. The actual amount could differ from
those estimates, but differences are not expected to be materials. Such liabilities are not recognized in the
financial statements, however the same has been disclosed in Notes to the financial statements.

Company has no any contingent liabilities and commitments at year end as per the best

SIGNIFICANTACCOUNTING POLICIESAND NOTES TOACCOUNT

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

4.1 Cash and Cash Equivalent

Cash and short-tenn deposits in the statement of tinancial position comprises cash at banks, cash on hand and

short{erm deposits with a maturity of twelve months or less
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4.2 Inventory

Cost of inventories comprises of cost of purchase, costs of conversion, and other costs in bringing the asset to

the location and condition intended to be used by management. Inventories are stated a1 a lower cost or Net
realizable value. Net Realizabie value represents the estimated selling price ofthe inventory less any estimated

costs to sell. As ofreporting date, the company has recorded no amount as inventory.

4.3 Property, Plant, and Equipment

Propedy, plant, & equipment (PPE) are stated at cost ofacquisition or construction less accumulated depreciation

and accumulated impairment losses if ar.ry.

Cost includes inward freight, duties and taxes, and incidental expenses related to all acquisition. Expenses

capitalized also include applicable bon'owing costs for qualif,ing assets if any. All up-gradation/enhancements

are charged off as revenue expenditure unless they bring similar significant additional benefits. Subsequenlly,

PPE can be measured on the Cost model or the Revaluation modei

4.3.1 Cost Model

Property and equipment are stated at cost less accumulated depreciation less accumulated impairment losses.

Depreciation
Depreciation is calculated on the depreciable amount, which is the cost of an asset, or other amount substituted

for cost, less its residual value (except lor freehold land and assets under construction). Depreciation has been

calculated as per number days from the date ofacquisition or capitalized for the assets purchased during the year

and for full year for assets purchased or capitalized in prior years base on useful life of assets.

4.3.2 Revaluation Model

The company has not applied the revaluation model to any class of freehold land and buildings or other assets.

On revaluation ofan asset, any increase in the carrying amount is recognized in'Other comprehensive income

and accumulated in equity, under capital reserve or used to reverse a previous revaluation decrease relating to

the same asset, which was charged to the Statement of Profit or Loss. In this circumstance, the increase in
recognized as income to the extent ofthe previous write down. Any decrease in the carrying amount is recognized

as an expense in the Statement of Profit or Loss or debited to the Other Comprehensive income to the extent of
any credit balance existing in the capital reserve in respect ofthat asset.

The decrease recognized in other comprehensive income reduces the amount accumulated in equity under capital

reserves. Any balance remaining in the revaluation reserue in respect ofan asset is transl'erred directly to retained

earnings on retirement or disposal ofthe asset.

An item of property, plant and equipment is derecognized upon disposal or when no future economic benefits

are expected to arise from the continued use ofthe asset. Any gain or loss arising on the disposal or retirement

of an item of property, plant and equipment is determined as the difference between the sales proceeds and the

carrying amount of the assEt and is recognized in the Statement of Profit or Loss and Other Comprehensive

lncome.

The entity applies a replacement model as allowed by NAS l6 & NAS 38 for accounting the replacement of
assets destroyed by the flood. Since the written-down value ofthe assets could not be determined, the value was
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established by discounting the cost ofthe newly replaced assets and applying depreciation based on their periods
of use. The discount rate used is the inflation rate i.e. 7Yo per anntm & the period of use ofthe asset is 6.5 years
out of30 years ofthe project. The additional cost to be incurred because ofthe replacement is recognized as a
Ioss on asset replacement. The newly acquired assets will be added to the cost of the intangible asset, as they
meet the definition of intangible assets NAS 38. Both the replaced and newly acquired assets are classified as
Work in Progress (WIP) because they have yet to be installed and utilized alongside the existing project assets.

Capital Work in Progress
These are expenses ofcapital nature directly incured in the construction ofbuilding, major plant and machinery,
and system development, awaiting capitalization as PPE or Intangible assets. Capital work in progress would be
transferred to the relevant asset when it is available for use, i.e. when it is 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 Iess any accumulated impairment losses.

4.4 Intangible Assets

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

The useful Iife ofan intangible asset is considered finite where the rights to such assets are limited to a specified
time by contract or law (e.g. Jicensee) or the Iikelihood oftechnical, technological obsolescence (e.g. computer
soflware). [fthere are no such limitations, the useful life is taken to be indefinite.
lntangible assets that have finite lives are amortized over their estimated useful lives by the straighrline method
r"rnless it is practical to reliably determine the pattem ofbenefits arisilg from the asset. An intangible asset with
an indefinite usef'ul life is not amortized.
AII intangible assets are tested for impairment. Amortized expenses and impairment losses and reversal of
impairment losses are taken to the Statement of Profit or Loss and Other Comprehensive lncome. Thus, after
initial recognition, an intangible asset is caried at its cost less accumulated amortization and/or impairment
losses). Intangible assets are the cost of computer application development including softrvare, direct changes
for Iaboq materials, contracted services, and borrowing costs as per NAS 23

4.5 Service Concession arrangements

IFRIC 12 on Service Concession arrangements provides that the Operator's righl over the infrastructure assets

cannot be recognized as propefiy, plant, and equipment (PPE) ofthe operator
This interpretation applies to public-to-private service concession arrangement if:

The grantor controls or regulates what services the operator must provide with the infrastructure, to whom it
must provide them, and at what price; and

The grantor controls- through ownership, beneficial entitlement, or otherwise any significant residual interest in
the infrastructure at the end ofthe telm ofthe anansement.

The infrastructure used in a public{o-private service concession arrangement for its entire useful life (the whole
oflife assets) is within the scope ofthis interyretation ifthe following conditions are satisfied. This interpretation
applies to both
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(a) lnfrastructure that the operator constructs or acquires from a third party for the service aryangement; and
(b) The grantor controls through ownership, beneficial entitlement, or otherwise any significant residual interest

in the infrastructure at the end ofthe term ofthe arrangement.

The consideration received by the operator is recognized at fair value. Consideration may result in the
recognition ofa financial asset or an intangible asset.

4.5.1 Recognition as a financial asset

The financial asset 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 ofthe grantor for the construction services.
Unconditional contractual right is established when the grantor contractually guarantees to pay the operator (a)
specific or determinable amount; (b) the shortfall, ifany, between amounts received from the users ofthe public
services and specified or determinable amounts.

4.5.2 Recognition as an intangible asset

The intangible asset model is used to the extent that the company, being an operator, receives a right (a license)
to charge users of the public service. A right to charge users of public services is not an unconditional right to
receive cash because the amounts are contingent on the extent to which the public uses the services. Both types
of arrangertents may exist within a single contract to the extent that the grantor has given an unconditional
guarantee ofpayment for the conshuction and the operation i.e. considered as a financjal asset and to the extent
that the operator has to reply on the public using the service to obtain payment, tlte operation has an intangible
asset.

4.5,3 Revenue recognition under sewice concession agreement

An operator provides services under the terms ofthe contractual arrangement and receives payments for its
services for the anangement. This typically involves the operator corstructing or upgrading infrastructure which
is used to provide a public service and then responsible for operating and maintaining that infrastructure for a
specified period.

Revenues and costs ofthe operation relating to the construction or upgrade services phase ofthe contract are
accounted for in accordance with NAS 11 Construction Contracts and the revenue and costs relating to the
operating phase are accounted for in accordance with NAS 18 Revenue. Where the operator performs more than
one servioe under a single contract ol'arrangement, the consideration received or receivable is allocated by
reference to the relative fair value ofservices delivered, when the amounts are separately identifiable.

4.6 Provision ofTax

According to Sec I I (3D) of the income Tax Act, 2058, corporate tax is 100% exempt for the first 10 years and
50% exempt for fufiher 5 years as eligible under the curenl hydropower policy for the government. As the
company is cunently within the prescribed concession period, there is no lequirer.nent to make a provision fortax' 
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4,7 Proposed Dividend

Dividends on ordinary shares are recognized as a liability and deducted from equity when they are approved by
the Company's shareholders. Interim dividends are deducted from equity wl.ren they are paid.
Dividends proposed by the Board ofDirectors after the reporting date are not recognized as a liability and are
only disclosed as a note to the financial statements. Board has not proposed any dividend to date.

4.8 Withholding tax on dividends

Withholding tax that arises from the distribution ofdividends by the company is recognized at the same time as
the Iiability to pay the related dividend is recognized.

4.9 Other Income

Other income includes insurance proceeds received from the insurance company. Among the total proceeds, the
claim received under loss of profit is cefiain, while the claim received under propeily insurance is reasonably
cenain that it will inflow into the company.

4,10 Retirement Benefits Obligation
4,10.1 Defined Contribution Plans

A defined contribution plan is a post employed benefit plan under which company pays fixed a contribution into
a separate Institution (or own fund) and will have no legal or constructive obligation to pay fufiher contributions
ifthe fund does not hold sufficient assets to pay all employee benefits relating to employee services in the cupent
and prior periods, as defined in Nepal Accounting Standards- NAS 19 (Employee Benefits).
The contribution is payable by the employer to a defined contribution plan in proportion to the services rendered
to COMPANY by the employees and is recorded as an expense under 'staffsalary and allowances'as and when
they become due. Unpaid contributions, ifany, are recorded as a liability under 'Other Liabilities'.

4.10.2 Defined Benefit Plans

A defined benefit plan is a post-employment plan other than a defined contribution plan. Accordingly, staff
gratuity and leave encashment have been considered as defined benefit plans as per Nepal Accounting Standards

-NAS 19 (Employee Benefits).

4.10.3 Gratuity

NAS 19 required actuarial valuations for Cratuity to determine the liability or asset that the Company has at the
year-end. Actuarial valuations have been carried out to determine the same. Gratuity and leave encashment have
been subject to actuarial valuations as per the provisions ofNAS 19. The company has not made any provision
for gatuity till the date.

4.11 Provision and Contingencies

In accordance with Nepal Accounting Standard Q.JAS 37) Provisions, Contingent Liabilities, and Contingent
Assets, a provision is required to be recognized where there is a present legal o| constructive obligation as a
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result ola past event that can be estimated reliably, and an outflow ofeconomic benefits wiil probably be required
to settle the obligation, the timing or amount ofwhich are uncertain.

4.12 Government Grants

Government grants are assistance by the government in the form oftransfers ofresources to an entity in return
for past or future cofirpliance with certain conditions re]ating to the operating activities ofthe entity.
Government Grants can be grants related to assets or grants reiated to income. Uncler grants related to assets,
there is a condition that the entity shall purchase, conslruct or otherwise acquire long-term assets. Grants related
to income are grants other than grants related to assets.

Government grants are recognized when there is reasonable assurance they will be received and the corporation
will comply with the conditions associated with the grant. Government grants that compensate the corporation
lor expenses incurred are recognized in profit or loss in the same period in which the expenses are recognized.
Grants that compensate the corporation for the cost ofan asset are recordcd as deferred revenue and recognized
in other revenue over the seivice life ofthe related asset.

Government grants shall be recognized as income over the periods necessary to match them with the related
costs which they are intended to compensate, on a systematic basis. Once a govemment grant is recognized, any
related contingent liability or contingent asset is treated in accordance with NAS 37: Provisions, Contingent
L iabilitics, and Contingent Assers.

4.I3 Financial Instruments
4,13.1 Date of Recognition

All financial assets and liabilities are initially recognized on the trade date, i.e. the dare that the company becomes
a pafty to the contractual provisions ol'the instrument. This inclLrdes 'regular way trades'. Regular way trade
means purchases or sales o1'financial assets that required delivery of assets within the time frame generally
established by regulation or convention in the marketplace.

4.13.2 Recognition and Initial Measurcment ofFinancial Instruments

The classification of financial instruments at the initial recognition clepends on their purpose and characteristics
and the management's intention in acquiring them. AII financial instruments are measured initially at their fair
value plus transaction costs that are directly attributable to the acquisition or issue of such financial instruments
except in the case of such financial assets and liabilities at fair value through profit or loss, as per the Nepal
Accounting Standard- NAS 39 (Financial Instruments: Recognition and Measurement). Transaction cost in
relation to financial assets and financial liabilities at fair value through profit or loss are dealt with the Statement
of Profit or Loss.

4.13.3 Classification and Subsequent Measurement of Financial Assets

At the inception, a financial asset is classified into one ofthe following:
a. Financial assets at fair value through profit or loss

. Financial asscts held for trading

. Financial assets designated at fair value through profit or loss

b. Held to Maturity Financial Assets
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c. Loans and Receivables
d. Financial assets available for sale

The subsequent measurement of financial assets depends on their classification

4.13,3 A Financial Assets at Fair Value through Profit or Loss
A financial asset is classified as fair value through profit or loss if it is held for trading or is designated upon
initial recognition at flair value through profit or loss.

4.13.3 A (I) Financial Assets Held for Trading
Financial assets are classified as held for trading ifthey are acquired principally to sell or repurchase in the near
term or hold as a part of a portfolio that is managed together for short-term profit or position-taking. This
category also includes derivative financial instruments entered into by company that are not designated as
hedging instruments in hedge relationships as defined by Nepal Accounting Standards NAS 39 (Financial
Instruments: Recognition and Measurement).

Financial assets held fbr trading are recorded in the Statement ofFinancial Position at fair value. Changes in fair
value are recognized in 'Fair value gains and losses. Dividend income is recorded in 'Other Income'when the
right to receive the payment has been established. Interest income earned liom financial assets held for trading
is recorded under 'Other Income' using the effective interest rate.

COMPANY evaluates its held for trading asset portfolio, other than derivatives, to determine whether the
intention to sell them shortly is still appropriate. When company is unable to trade these financial assets due to
inactive markets and management's intention to sell them in the foreseeable future significantly changes,
company may elect to reclassily these financial assets.

Financial assets held for trading include instruments such as government securities and equity instruments that
have been acquired principally to sell or repurchase in the near tel.m.

As ofdate the Company has no finaneial assets held for trading.

4.f3.3 A (II) Financial Assets Designated at Fair Value through Profit or Loss
The company designated financial assets at fair value through profit or loss in the following circumstances.
Such designation eliminates or significantly reduces measurement or recognition inconsistency that would
otherwise arise from measuring the assets.

The assets are part of a $oup of financial assets, financial liabilities, or both, which are managed and their
perlbrmance evaluated on a fair value basis, in accordance with a documented risk management or investment
strategy.

The asset contains one or more embedded derivatives that significantly modify the cash flows that would
otherwise have been required under the contact.

Financial assets designated at fair value through profit or loss are recorded un the Statement ofFinancial Position
at fair value, Changes in fair value are recorded in 'Other Income' in the Statement of Profit or Loss. lnterest
earned is accrued under'Other [ncome', using the effective interest rate method, and dividend income is also
recorded under 'Other Income'when the right to receive the payment has been established.
'l'he company has not designated any linancial assets upon initial recognition as designated at fair value through
profit or loss.
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4.13.3 B Held to Maturity.Financial Assets
Held to Maturity Financjal Assets are non-derivative financial assets with fixed or determinable payments and

fixed maturities which the company has the intention and ability to hold to maturity. AIier rhe initial
nleasurement, held to maturity financial investrnents are subsequently measured at amortized cost using the
effective interest rate, less impairment. The amodization included in'Other Income'in the Statement ofProfit
or Loss. The losses arising fron.r impairment of such investments are recognized in the Statements of Profit or
Loss.

4.13.3 C Financial Assets Available for Sale
Available for sale financial assets include equity and debt securities. Equity Investments classified as 'Available
for Sale'are those whose are neither classified as 'Held for Trading' not Designated at fair value through profit
or loss. Debt securities in this category are intended to be held for an indefinite period and may be sold in
response to needs for liquidity or in response to changes in the market conditions.
After initial measurement, available for sale financial investments are subsequently measure at fair value.
Unrealized gains and losses are recognized directly in equity through 'Other comprehensive income/expense' in
the 'Available for sale reserve.' When the investment is disposed of the cumulative gain or loss previously
recognized in equity is recognized in the Statement of Profit or Loss under 'Other operating income, where
colnpany holds more than one investment in the same security, they are deemed to be disposed-offon a first-in-
first-out basis. Interest eamed whilst holding 'Available for sale financial investments'are recognized in the
Statement of Profit or Loss as 'Other Income' when the right to receive the payment has been established. The
losses arising from impairment ofsuch investments are recognized in the Statement olProfit or loss under 'Other
operating and administrative expenses' and removed from the 'Available for sale reserve.'

4.14 Financial Liabilities

The company initially recognizes loans and receivables and debt securities issued on the date when they are

originated. All other financial liabilities are initialJy recognized on the trade date when the entity becomes a pafty
to 1he contractual provisions ofthe instrument. A tlnancial liability is classified as at fair value through profit or
loss if it is classified as held-for-trading or is designated as such on initial recognition. Directly attributable
transaction costs are recognized in the statement of profit or loss as incured. Financial liabilities at fair value

through profit or loss are measured at fair value and changes therein, including any interest expenses, are

recognized in the statement of profit oI loss. Other non-derivative financial liabilities are initially measured at
lair value less any directly attributable transaction costs. After initial recognition, these liabilities are measured

at amortized cost using the effective interest method.

Other financial liabilities consist of the amount due to related parlies, other creditors including accruals and

outstanding commission payable.

De-recognition of other financial liabilities

A Financial Iiability is de-recognized wlien the obligation under the liability is discharged or canceled or expires.

When an existing financial liability is replaced by another fiom the same lender on substantially different terms

ofan existing liability are substantially modified, such an exchange or modification is treated as a de-recognition
of the original liability and the recognition ofa new liability, and the difference in the respective carying
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4.15 Revenue Recognition

4,15.1 Revenue From Contracts with Customers
Revenue is measured at the fair value ofthe consideration received or receivable. Revenue is reduced fbr
estimated rebates, penalties and other similar items. Revenue from operations comprises ofsale ofpower. It is
recognized at an amount that reflects the consideration for which the Company expects to be entitled in
exchange for transfer ofpower (goods / service) to the customer. Revenue flom sale of power is accounted in
accordance with tariffprovided in Power Purchase A$eement (PPA) with the Nepal Electricity Authority
Q.{EA) and no significant uncedainty as to the measurability or collectability exist.

On Ashadh 2, 2080, a major flood occured at the Hewa KholaA Project, causing extensive damage to the
project's key physical infraitructure. As a result, the project remainecl non-operational, anci reconstruction
activities were caried out throughout FY 2080-81 ancl FY208l-82 to restore the damaged structures and
resume opetations.

The project successfully restarled its commercial operation on Chaitra 16, 2081. Accordingly, electricity
generated from this date onwards has been supplied to the Nepal Electricity Authority (l.,lEA). Revenue liom
such energy sales has been recognized in the financial statements for the periocl from Chaitra 16,2081 up to
the reporting date, in Iine with the terms ofthe Power Purchase Agreement (PPA) and the Company,s revenue
recognition policy.

4.15,2 Dividend and Interest Income

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

lntcrest Income flrom a financial asset is recognized when it is probable that the economic benefits will flow to
the entity and the amount can be measured reliably.
All other incomes are recognized on an accrual basis.

4.16 Cost Of Sales

4.16.1 Royalty Expense

As per the provisions of the Electricity A c|2049, lhe company is required to pay Zyo of the average tariff per
unit per kilowatt hour for a period of up to l5 years from the commencement of electricity generation for
commercial purposes. After the expiration of 15 years, the royalty rate increases to 10% ofthe average tariffper
unit per kilowatt hour.

No royalty expenses were incured during the curent year as a result ofthe adverse inipact ofthe flood.

4.16.2 Penalty for Short Suppiy

The company is required to operate at a capacity ofover 90oZ to avoicl penalties fol short supply. Howeveq due
to the absence ofgeneration olelectricity during the current year, no penalties for short supply were incurred.

4.17 Foreign currency translation

The ftrnctional currency of the company and its subsidiaries is determined basecl on the primary economic
environment in which it operates. The functional currency ofthc company is in the Nepalese Rupee (1.{PR)q.,rg_ 
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Revenues and expense resulting from transactions in foreign currencies are translated to Nepalese Rupee
equivalents at exchange rates approximating those in effect at the transaction date.
Monelary assets and liabilities denominated in foreign currencies are translated into Nepalese rupee at the
exchange rate prevailing at the repofting date. Translation gains and losses are credited or charged to profit or.
Loss in the current period.

Exchange differences arising in the settlement of monetary items or on translating monetary items at rates
different from those at which they were translated on initial recognition during the period or in previous financial
statements have been recognized (using the closing rate ofreporting date) as foreign exchange gain or loss and
adjusted with the statement ofProfit and Loss as perNAS2l.
The company engages in transactions denominated in foreign currencies, which gives rise to exposure to
exchange rate fluctuations. Exchange gains or losses are recognizeclin profit or loss Llpon settlement and are also
restated at quarterly intervals.

4.18 Income Tax

As per NepalAccounting Standard- NASI2 (lncome Taxes) tax expense is the aggregate amount included in the
determination of profit or loss for the period in respect of cunent defered taxation. Income Tax expense ins
recognized in the statement ofprofit or Ioss, except to the extent it related to items recognized directly in equity
or other comprehensive income in which case it is recognized in equity or other comprehensive income.
Income Tax Act 2058 has specified a tax rate of20% flat for Hydropower Companies.
As per Section 11(3gha) oflncome Tax Act 2058, Hydropower companies are exempted 1}om tax fbr the first
10 years oftheir operation and 50o% concession on tax is provided for the next 5 years thereon.

4.18.1 Current tax

Currenl tax assets and liabilities consist of amounts expected to be recovered liom or paid to the Inland Revenue
Depaftment in respect ofthe current yeaq using the tax rates and tax laws enacted or substantively enacted on
the reporting date and any adjustment to tar payable in respect ofprior years.
ln accordance with Scction 1l(3D) of the Income Tax Act, 2058, income derived from the operation of
hydropower projects is 100% exempt ftom corporate tax for the first ten (10) years from the date of commercial
operation, and 5002 exempt for the subsequent five (5) years, as per the prevailing hydropower tax incentive
provisions ofthe Government of Nepal.
Considering this tax exemption, no provision for corporate income tax has been recognized on revenue generated
from the sale ofelectricity during the year.

Other revenue streams ofthe Company, apart ftom energy sales, are also directly attributable to the operation
and generation of electricity. Accordingly, such revenue qualifies lor the same exemption, and no income tax
provision has been created on those revenues as well..

4.18,2 Deferrcd tax

Defered tax is recognized on temporary differences between the ca|rying amounts ofassets and liabilities and
the amounts used for taxation pulposes (tax base), at the tax rates and 1ax laws enacted or substantively enacted
by the end ofthe reponing period.

Delerred tax assets are recognized 1'or tire further tax consequences to the extent it is probable that future taxable
profits will be available against which the deductible temporary dillerences can be Lrtilized.
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Income tax, in so far as it relates to items disclosed under other comprehensive income or equity, is disclosed
separately under other comprehensive income or equity as applicable.
Deferred tax asset and liabilities are offset when there is a legally enforceable right to offset curent tax assets
and liabilities and when the defered tax balances are related to the same taxation authority. Current tax assets
and tax liabilities are offset where the entity lias a legally enforceable right to offset and intends either to settle
on a net basis or to realize the asset and settle the liabilitv simultaneouslv_

4,19 Earnings per share

Earnings per share is the portion ofthe Company's profit allocated to each outstanding share ofcommon stock.
Basic earnings per share is computed by dividing the net profit(loss) for the year by the weighted average
nLrmber ofequity shares outstanding during the year as per the NAS 33- Earning per share.
The Company has started generating and selling electricity and profits or losses are attributable to equity
shareholders. EPS has been calculated. The EPS for the year was (7.90) The company has not issuecl any dilutive
potential ordinary share and accordingly diluted earnings per share have not been calculated.

4.20 Related Party Disclosures

(As identified by the Management and relied upon by the Auditors)
The company has no such related parties

Kcy Management Personnel and Board Members

Key Management Personnel and Board members are as below:

Name Designation

Mr. Rajesh Kumar Slrestha Chairman

Mr. Raghu Nath Puri Director

Mrs. Hima Timsina Director

Mr. Sajan Kafle Public Director

Mr. Yagya Prasad Chapagain Director

Mr. Prakriti Raj Timilsina Indcpendent Director

The company has incurred the following expenses for those charge with governance during F.Y208l .82

S.N Nature of Expense Current Year Previous Year

1 Meeting Expenses 62973.00

2 Board Meeting Allowance 670"000.00 43 8,000.00
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4.21 Borrowing Cost

As per NAS 23, Borrowing costs are the costs incured by the company in borrowing loans for the construction
of assets or any capital goods. Borrowing cost also includes exchange differences to the extent regarded as an
adjustment to the borrowing costs. Borrowings can be general or specific. Borrowing costs are capitalized till
tlle construction ofthe asset is complete and is ready for use. The costs are charged to the Statement ofProfit or
Loss since the asset has come into operation. The borrowing cost after the construction has charged against the
Statement ofProfit or Loss.

The company has obtained a bridge loan to finance the reconstruction, and the interest incuffed on this loan has
been capitalized. The capitalization ofinterest will continue until the asset is ready for its intended use.

4.22 Leases

lease is classified as a {inance lease if it transfers substantially all the risks and rewards incidental to ownership
of an underlying asset. A lease is classified as an operating lease if it does not transfer substantially all the risks
and rewards incidental to ownership ofan underlying asset.

4.22.1 Company as a Lessee

Rentals payable under operating leases are charged to the Statement ofProfit or Loss and Other Comprehensive
Income on a straightlinc basis over the term ofthe relevant lease.

4.22.2 Company as a Lessor

I-ease income from operating lease shall be recognized in income on a straight-line basis over the lease term
unless another systematic basis is more representalive ofthe time patteln in which use benefit derived lrom the
leased asset is diminished.

4,23 Receivables and Payables

Receivables and payables are accounted for on an accrual basis. Balance amounts on year-end are shown in
Statement ofFinancial Position under 'Other Curent Assets' and 'Other Cunent Liabilities' Heading.

4.24 Staff Bonus Provisiori

As stipulated in the provisions of the Electricity Rules, the company is required to distribute bonuses to its
workers and employees annually, setting aside an amounl equal to two percent ol the net profit. However, the
company has not allocated a provision for staffbonus this year due to net loss in cllrrent year.

4.25 Operating Segments (NFRS 8)

The operating segment is component ofan entity:

a^^q(l a



That engages in business activities from which it may earn revenues and incnr expenses (including revenues
and expenses relating to transactions with other components ofthe same entity).
Whose operating results are regularly reviewed by the entity's chief operating decision-maker to make
decisions about resources to be allocated to the segmcnt and assess its performance; and
For which discrele financial information is available.

4.26 Short-Term employee benefits

Shorlterm employee benefit obligations are measured on an undiscounted basis and ale expensed as the reJated
services is provided. A liability is recognized for the amount expected to be paid under sho(-term cash bonus or
profit-sharing plans ifthe company has a present legal or constructive obligation to pay this amount as a result
ofpast service providcd by the employee and the obligation can be estimated reliably.

4.27 Share Capital

The company has a paid-up capital of Rs. 962,500,000, comprising 9,625,000 shares with a face value of Rs.
100 each.

4.28 Borrowings

The total outstanding term Ioan is Rs.747,849,108.38 out olthis Rs 264,086,000.00 has been classified as shofl-
term borlowings, which are scheduled to be repaid within the next 12 months.

4.29 Work In Progress/Capitalization during the year
During the fiscal year 2080/81, following the flood event on 2 Ashadh, 2080, the company undertook
extensive reconstruction activities to restore the project's damaged infrastructure. The reconstruction works
were carried out by the Company, and an amount ofNPR I,27,01,54,578.98 has been capitalized during the
year towards such reconstruction works.

Accordingly, the Capital. Work-in-Progress (CWIP) that was pending capitalization at the end of FY 2080/81
has been capitalized during the fiscal year 2081-82, upon completion of the respective reconstruction
activities and availability ofthe assets for use.

The amortization of the project assets has been resumed ftom the date of re-operation of the project, in
accordance with the Company's accounting policies and applicable accounting standards.
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Finance Manager

Raghu Nath Puri

Director

{esh Kumar Shresth
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Date:

Place:Lalitpur, Nepal

For & on behalfof


