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INDEPENDEIVT AUDITOR'S REPORT TO THE SHAREHOLDERS OF
TERI{ATHUM POWER COMPAIYY LIMITED.
KATHMANDU, NEPAL

Opinion

We have audited the Financi^l Statements of Terhathum Power Company Limited (the Company),
which comptise the Statement of Financial Position as at 31" Ashad, 2080 and Statement of Profit & I-oss
and Other Comprehensive Income, Statement of Cash Flow, Statement in Changes in Equity for the
period then ended and notes to the Financial Statements, including a summary of significant accourting
policies.

In out opinion, the accompanymg Financial Statements present fafuly in all material respect, the financial
position of the company as at 31"Ashad,2080 (16d'Ju\y,2023), and of its financialperfotrnance andits
cash flows for the year then ended in accotdance with Nepal Financial Reporting Standards OJFRS).

Basis fot Opinion

rJVe conducted our audit in accordance with Nepal Standards on Auditing 0'ISAr). Our responsibilities
under those standards are firtther described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are independent of the Company in accotdance with the
ICAN's Handbook of Code of Ethics for ptofessional accountants together with ethical requirements
that ate relevant to out audit of the financial statements in Nepal and we have ful-filled our other ethical
tesponsibilities in accotdance with these tequirements. !7e believe that the audit evidence we have
obtained is sufficient and appropdate to provide a basis fot our opinion.

Responsibilities of Management and Those Chatged with Governance fot the Financial
Statements

Management is ,responsible for the preparation of the Financial Statements in accordance with the
Genetah Accepted Accounting Pdnciples (GAAP) and applicable Nepal Financial Reporting Standards

OIFRS) ptevalent in Nepal and fot such intetnal control as fivrnagement deternines is necessary to enable
the prepatation of Financial Statements that ate free ftom matedal misstatemeng whether due to ftaud ot
effor.

In pteparing the Financial Statements, rnanegement is responsible for assessing the Company's ability to
condnue as a going concern, disclosing, as applicable, matters telating to going concem and using the
goltlg concern basis of accounting unless ilvrnagement either intends to liquidate the Company or to cease

opetad.ons, or has no realisd.c alternative but to do so.

Those charged

Pfocess.

with govemance are responsible for overseerng the Company's piozllcial reporting
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Auditot's Responsibilities for the Audit of the Financial Statements

Out objectives are to obt4in teasonable assuraflce about whethet the Financial Statements as a whole are
ftee ftom material misstatement, whethet due to ftaud or enor, and to issue an auditor's fepotr that
includes our opinion. Reasonable assutance is a high levet of assurance, but is not a, goatarrtee that an
audit conducted in accotdance with Nepal Standards on Auditing OfSAt will always detect a, mzteial
misstatement when it exists. Misstatements can adse ftom ftaud or emor and are considered material if,
individually or in the aggregate, they could reasonably be e;pected to influence the economic decisions of
usets taken on the basis of these Financial Statements.

As a part of an audit in accotdance with NASs, we exercise professional iudgment and maint^in
professional skepticism throughout the audit. We also:

a) Identify and assess the dsk of matetial misstatement of the Financial Statement, whether due to
ftaud and error, design and pedotm audit ptocedures responsive to those dsk, and obtain audit
evidence that is sufficient and apptopdate to ptovide a basis for our opinion. The dsk of not
detecting a, rnaterizl misstatement tesulting ftom ftaud is higher than for one resulting ftom error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of intemal control.

b) Obtain an understanding of intemal control relevant to the audit in order to design audit
ptocedutes ttrat ate appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectivgness of the Company's internal control.

.) Conclude on the appropriateness of fixrnagemeot's use of the going concem basis of accounting
and, based on the audit evidengs e[t^insd, whether a mateia,I uncertainty exist telated to events
or condidons that may cast significant doubt on the Company's going concern. If we conclude
that a material uncertainty exists, we ate required to draw attendon in our auditor's report to the
related disclosutes in the Financial Statements or, of such disclosures are inadequate, to modifi'
out opinion, out conclusions are based on tfre audit evidence obtained up to the date of our
auditor's rePort. However, future events ot condidons may cause the Company to cease to
condnue as a going concern.

d) Evaluate the appropdateness of accounting policies used and the reasonableness of accounting
esdmates and related disclosures made by the management.

rJ?e communicate with those charged u/ith governance resrding among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in intemal conttol that we identifr dudng our audit-

\7e also provide those charged urith governance with a Statement that we have complied with the
relevant ethical tequiretnsnts tegarding independence and to cornmunicate urith them all
telationship and othet matter that may reasonably be thought to bear on our independence and
whete applicable related safeguard.
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Report on Othet Legal and tegulatory Requirements:

S7e further report tlat:

L. We have obtained inforrnation and explanadons, which to the best of our knowledge and belief
wele necessary for the pulpose of our audit.

b. In our opinion, propet books of account as tequired by law have been kept by the Company so
far rc appezrs ftom our examination of such books.

c. In our opinion, the Statement of Financial Position, Statement of Profit or Loss and Othet
ComFrehensive Income, Statement of Cash Flow and Statement of Changes in Equity with
explanatory riotes deak with by this report follow the provision of the Companies act2063.

d. In our opinion, so fat as appeared ftom out examination of the books, the business of the
Company has been conducted satisfactorily.

e. To the best of our information and accotding to the explanation given to us and ftom our
examination of the books of account of the Company necessary for the puq)ose of the audit, we
have not come across cases where the Boatd of Dfuector (B"D) ot 

^rry 
employees of the

Company have acted conttary to the legal provisions relating to the account.
f. The company has not fotmed an Audit Committee and hence it has wiolated the provision of

Section 164 of Companies Acg 2063.

Fot and behalf of,
A. Pokhrel & Associates

Charteted Accountants

Place: Kathmandu, Nepal
Date;77 Kartik. 2080

Aashish Pokhrel, FCA
COP no: 855



Particulars Notes Current Year , Previous Year

ASSETS

NON CURRENT ASSETS
Property, plant & equiprnent (Net block)
lrrtangible Assets

Intangible Assets under Development (IAUD)
Capital Work in Progress

CURRENT ASSETS
Financial assets

Cash & cash equivalents

Trade receivables

Other financial assets

Other current assets

J

3.1

J.Z

|,t22,131
r,r72,869,074

27,454,97s

2,270,'t85
|,2t6,940,3t3

25,421,405

4

)
6

7

9,231,014

22,126,838

519,490

26,034,949

9,275,493

31,421,889

399,4t2
24.84t.527

TOTAL ASSETS 1,259,358,470 1,310,570,224

TERHATHIJM POWER COMPANY LIMITED
Kathmandu, Nepal

Statement of tr'inancial Position
As at 31 Ashad 2080 (16 July 2023)

ager

NPR

Summary of significant accounting policies 2

The accompanying notes are an intergral part of these financial statements
For and on behalfofBoard

Date: 2080.07.17

Place: Kathmandu. Nepal

As per our report of even date

For: A. Poklrrel & Associates

Chartered Accountants

UITY & LIABILITIES
EQUITY
Equity share capital

Other equity

Reserve & surplus

NON CURRENT LIABILITIES
Long Tenr.r Borrowings

CURRENT LIABILITIES
Financial liabilities

Trade payables

Shofi Term Borrowings
Provision

Other current liabilities

400,000,000

(t4s,46r,397)

988,137,711

11,707,225

4,974,932

400,000,000

(98, l 95,433)

993,323,893

4.901.1l9
TOTAL EQUITY & LIABILITIES l.3l

Bhupati Lal Shrestha umar Dangi

6F\
| \-_--/ -d

lr"*r-*o I
Pokhrel, FCA



TERIIATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Statement of Profit or Loss and other Comprehensive Income
For the year ended 31 Ashadh,2080 (July 16,2023')

NPR

Particulars Notes Current Year Previous Year

INCOME
Revenue

Cost ofrevenue
Revenue from operations (Net)

Other income

Expenses

Employee benefit expenses

Depreciation

Administrative Expenses

Finance Costs

Loss on sale of Assets

Profit/loss before tax
Less: Tax

Current tax

Defened tax

13 721,646,868 142,795,574
14 49,134,310 50,315,681

72,512,558 92,479,892

17

l5

I6
18

624,500

521,730

9,177,752

109,478,032

36,508

612,972

675,746

7,708,935

87,228,363

(47,265,964) (3,7 45,964)

Net profiU(loss) for the year (47,265,964) (3,745,964)

Loss per share

Basic

Diluted
Other comprehensive income

Changes in revaluation surplus

(1 1.82)

(11.82)

(0.e4

(0.e4

Di Other comprehensive income for the year

Total Prolit / (Loss) & Other Comprehensive Income (47,265,964) (3,745,964\,

Summary of significant accounting policies 2

The accompanying notes are an intergral part ofthese financial statements

For and on behalfofBoard

Bhupati Lal Shrestha

Chairman

Date:2080,07.17

Place: Kathmandu, Nepal

As per our report of even date

For: A. Pokhrel & Associates

Chartered Accountants

Pokhrel, FCA
Managing Director Adm. Finance



TERHATIIIJM POWER COMPAI\IY LIMITED
Kathmandu, Nepal

Statement of Cash Flow

For the year ended 31 Ashadh, 2080 (July 16,2023)
NPR

Particulars Current Year Previous Year

CASH FLOW FROM OPERATING ACTIVITIES
Net profit for the year

Adjustrnents

Depreciation on Property, Plant & Equipment

Amortization of Intangible Assets

Finance Cost

Profit/(Loss) on Sale of Vehicle

Workin g capital adj ustments:

(lncrease)/Decrease in other financial assets

([ncrease)/Decrease in other current assets

lncrease/(Decrease) in trade receivable

Increase/(Decrease) in trade payables

tncrease/(Decrease) in short Term Borrowings

Increase/(Decrease) in other current liabilities

(47;265,964)

5rr,546
44,071,239

109,478,032

(120,078)

(1,193,422)

9,295,051

r,166,5_79

73,8 l3

(3,745,964

663,394

44,073,407

87,228,363

8,887,057

(19,735,869

(44,6s0,254

(t09,6s5,e44

(r6,965,456

NET CASH FLOW FROM OPERATING ACTMTIES (A) 116,016,797 (53,901,266

CASH FLOW FROM (USED IN) INVESTING

Acquisition of Property, Plant & Equipment

Sales of Propefty, Plant & Equipment

(tncrease) /Decrease in Intangible assets

(lncrease) /Decrease in Capital Work in Progress

Adjustment for:

Depreciation on Property, Plant & Equipment

ACTIVITIES

636,508

(2,033,570)

44,400

(4,850,500)

NET CASH FLOW FROM INVESTING ACTIVITIES (B) (1,391,062 (4,806,1001

CASH FLOW FROM FINANCING ACTIVITIES
Increase/(Decrease) in share capital

lncrease/(Decrease) in share calls in advance

Long Term Borrorving (repaid)/ taken (net)

lnterest Paid

Transaction cost incurred in respect ofissuance ofequity share

(5, l 86,1 82)

(r09,478,032)

120,000,000

36,191,604

(87,228,363

(2,444,716

NET CASH FLOW FROM FINANCING ACTIVITIES (C) 114,664,214) 66,518,525

INCRESAE(DECREASE) IN CASH AND CASH EQUIVALENTS (A+B+C) (44,479) 7.81 1,1s8

Cash and Cash Equivalents at Beginning of the Year 9.275.493 t.464.335

Cash and Cash Equivalents, end of period 9,231,014 9,275,493

The accompanying notes are an intergral part ofthese financial statements

For and on behalfofBoard As per our report ofeven date

For: A. Pokhrel & Associates

Chartered Accountants

\i

Bhupati Lal Shrestha

Chairman

Date: 2080.07.17

Place: Kathmandu, Nepal

Mohan Kumar Dangi

Managing Director

Pokhrel. FCA

Adm. Finance Manager
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TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

1. General Information of the Company

Terhathum Power Company Limited (IPCL) has been panies Act,2063 and
regrstered on 32nd Shrawan 2066 under registration numb the development and
implementatron of the hydro Power project. It is a limited it, registered office in
I(athmandu which has been converted from private to public limited on 7th Ashad z1i5 rinderregistration
number 192117 /074/075' Its site office and hy&opower plant are located at Moraha"ng-VDC
Menchyayam Rural Municipality, Terhathum District.

This company has de an inctailol ^^^,of 7.5MW in Morah 
an installed capaciq

has entered into p'w strict' The company
on 296 I{arttk 2073.

Financial yezt of this company starts from 1st Shrawan every year and ends on Ashad end of next year.
Financial Statements of the company comprises Statement of F'inancial position, Statement of profit or
Loss and Other Comprehensive Income, Statement of Cash Flows, Stltement of Changes in Equity,
Accounting Policies and Notes to Accounts.

2. SIGNIFICANT ACCOUNTING POLICIES

2.1 STATEMENT OF COMPLIANCE

The financial statements have been, prepared in accordance with the applicable Nepal Financial
Reporting Standards O{FRS) as issued by the Accounting Standard g"uta (ASB). Tie Financial
Statements have also been prepared in accordance with the relevant presentational requirements of
the Companies Act,2063 of Nepal.

2.2 BASIS OF PREPARATION

'I'he financial statements have been prepared on accrual and going concern basis. The accountrng
poli5les are applied consistently to all the periols presented in the financial statements. All assets and
liabiliues have been classified as cuffent or non
Based on the ,nature of products and the tjme
realtzaionin cash and cash equivalents, the
for the purpose of current or noncurrent cl

2.3 BASIS OF MEASUREMENT

These fnancial statements are prepzred under historical cost convention except for certain material
items that have been measured at fdu value as required by the relevant NFRS and explained in the
ensuing policies below.

2.4 FUNCTIONAL AND PRESENTATION CURRENCY

The financial statements are prepared in Nepalese Rupee ('NPR"), which is the company,s functional
currency' All the frnancial information presented in Nepalese Rupee ("NpR") has been rounded to
tne nearest rupee, except otherwrse indicated.



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepd

Significant Accounting poricies and Notes to Accounts

2.5 CRITICAL ACCOUNTING ESTIMATES

The preparation of the financial statements in

the estimates used in the preparation of the fi
results could differ from these estrmates. Any revision l

re periods. ,he estimate 
are recognized

ent to the c :rying amou ;:,il:tf,T:::

useful life and residual varue of property, plant and Equipment

ful life and residual values of property, plant and equipment at least once

JTill,"ffi Hi#l-".*#i;'.',:lJ?i:'"'"_T,lil#'.?1,1,:',i.",,|i:
operaung costs' Accordingly, depreciable lives are reviewed annually using the best info#ation
available to the Management.

Impairment of property, plant ani Equipment

At the end of each reporting period, the company reviews the carrying amount of its property, plantand equipment to determine whether there'is any indication that ihose assets have suffered anrmparrment loss. If any such indicauon exists, of the asset is esumated tcrdetermine the extent-of the impairm-ent loss (f nt is the higher of fair valueIess costs to sell and value in use. Value in us on the basis of discountedestimated fuhrre cash flows. This involves management estmates on anticipated commodity prices,market demand and supply, economic and regula"tory environment, discodnt rates and. other factors.Any subsequent changes to cash flow due to .hutrg.. in the above-mentioned factors could impactthe carrying value of assets.

Contingencies

In the norma.l corlrse of business t zrise from
Potential liabilities.that are possibl s talJtztng or
reliably are treated as contingent are disclos
recognized.

Fair Value Measutements

Ii:::":0":l{:*:::,11i11".: l'e -y'.1e d at fai value for financiat reporting purposes lhe116 rsrHvrLD. a rlsmanagement determrnes the appropriate valuation techniques and inputs for fa|value measurements.

extent rt is available. where Levei 1 inputs are not avatrabre,th'e company third party qualified



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

valuators to perform the valuation. The management works closely with the qualifred external

valuators to establish the appropriatevzluatton techniques and inputs to the model.

Recognition of Deferred Tax Assets

Significant management judgment is required to determine the deferred tax assets that can be

recognized, based upon the likely timing and the level of future taxable profits together with future

tax planning strategies. The company based its assumptions and estimates on Parameter available

when the flnancizl statements were prepared. Existing circumstances and assumptions about the

future developments, however, may change due to market changes and circumstances arising beyond

the control of the company.

2.6 PROPERTY, PLANT AND EQUIPMENT

i. Items of property, plant and equipmentare stated at htstorical cost less accumulated depreciauon

and accumulated rmpairment losses, rf zny. Historical cost includes expenditure that is direcdy

attributable to the acquisition of the items.

ii. Subsequent costs are included in the asset's carrytng amount or recognized as a separate asset, as

appropriate, only when it is probable that future economic benefits associated with the item will flow
ro the Company and the cost of the item can be measured reliably. The carrying amount of any

component accounted for as separate assets are derecognized when replaced. All other repairs and

maintenanc e are charged to profit or loss during the reporting period in which they are incurred.

iii. The Company identifies and determrnes cost of each component / patt of the asset separately, if
the componentf parthave a cost which is signifrcant to the total cost of the asset having useful life
that is materially different from that of the remainrng asset.

iv. These components are depreciated over their useful lives.

v. The residual values, useful lives and methods of depreciauon of property, plant and equipment are

revicwed at each f,rnancial year end and adjusted prospectively, if appropriate.

vr. An item of property, piant and equipment and any signifrcant part initially recognized is

derecognized upon disposal or when no future economic benefrts are expected from its use or
disposal, any gatn or loss arising on de-recognition of the asset (calculated as the difference between

the net disposal proceeds and the c rrytngamount of the asset) is included in the statement of prof,rt

or loss when the asset is derecognized.

2.7 INTANGIBLE ASSETS UNDER DEVELOPMENT (IAUD)

i. Assets in the course of construction are classified in the assets under IAUD. At the point when an

asset is operating 
^t 

m fl gerrcnt's intended use, the cost of construction is transferred to the

appropriate category of property, plant and equipment and depreciation comlnences.

ri. All directlv and rndirectlv attributable cost shown under the IAUD includes only those expenses

QO

o.

which are direcdy attributable to the project and rest are charged to t!g. statement of Profit or Loss.



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

2.8 DEPRECIATION & AMORTISATION

i. Depreciation is recognized so as to write off the cost of assets (other than properties under
construction), using the written down method.

ii. Land & Land Development grouped under Intangible Assets meets asset recognition criteria and
hence has been amorttzed over the useful life the project, using the straight-line method.

iii. The estimated useful life and amorttzaldLon method are reviewed at the end of each reporting
penod, with the effect of any changes in estimate being accounted for on a prospective basis.

iv. The useful life of the assets and the corresponding rates at which the assets are depreciated are as
follows: -

Iiurniture & Fixture 25oh

Office Equipment 25%

Computer & Accessories 25%

Vehicles 20%

Plant & Machinery (other than the 15o/o

assets grouped under Intangible Assets)

WDV

STDV

$7DV

WDV

WDV

2.9 INTANGIBLE ASSETS

An intangible asset is recognized if it is probable that future economic benefits that are attributable
to the asset will flow to the Company and the cost of the asset can be measured reliably. Intangible
asset accluired separately are measured at cost. Cost includes expenditure that is drrectly attributable
to the acquisition of an item of intangible assets. Following initial recognition, rntangible assets are
carried at cost less accumulated amortizzlTon and accumulated impairment losses, tf any.

Subsequent expenditure is capitalized only when it increases the future economic benefits embodied
in the specifrc asset to which it relates. All other expenditure is recognized in statement of profit or
loss as incurred.

a. Detecognition

Intangible assets are derecognized upon disposal or when no future economic benefits are expected
from its use. Any gain or loss arising on derecognition of the asset, is recognized in statement of profit

"O,rn.OJ 
j

J9

or loss in the year the asset is derecognized. ,



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

b. Useful economic lives, amoftization and impairment
'i'he useful economic life of an intangible asset is considered finite where the right to such asset is
LLmited to a specified period of time by contract or by the likelihood of technological obsolescence.
lntangible assets with finite lives are amotizedusing the straight-line method to write down the cost
over its estimated useful economic lives and is recognized in statement of profit or loss.

Capitalned software 5 Years

Serwice Concession Arrangement 29.99 Years

The amortizaion method, useful lives and residual values are reviewed at each financial year end and
adiusted if appropriate.

2.10 BORROWING COST

Bortowing cost that are directly attributable to the acqursiuon, construction or production of a

qualifl,ing asset are capitalized 
^s ^part 

of the cost of such asset till such time the asset is ready for
its intended use or sale. Borrowing cost consists of interest and other costs that an entity incurs in
connection with the borrowing of funds. Borrowing costs also includes exchange differences to the
exterit regarded as an adjustment to the borrowing cost. A qualifying asset is an asset that necessarily
requires a substantral period of time to get ready for its intended use or sell. All other borrowing costs
are expensed in the period in which they occur.

2.11CASH AND CASH EQUIVALENTS

Cash and cash equivalents in the balance sheet comprise cash at banks and on hand and highly liquid
investments that are readiy convertible into known amounts of cash and which are subject to an
insignificant risk of changes in value.

2.12 FOREIGN CURRENCY TRANSACTIONS

i. The functional currency of the Company is determined on the basis of the primary economic
environment in which it operates. 'l-he functional currency of the Company is Nepalese Rupee (NPR)

ii. In preparing the financial statements the Company, transactions in currencies other than the
entity's funcuonal currency (foreign currencies) are recognized zt the rates of exchange prevaiJ.ing at
the dates of the transactions.

iii. At the end of each reporting pedod, monetary items denominated in foreign currencies are
translated at the rates prevailing at that date. Non-monetary items carried at fak value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair
value was determined.

iv. Non-monetary
retranslated.

5 Years

c6il? "'

items that are measured in terms of historical cost in a foreign currencv are nor



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

2.13 EMPLOYMENT BENEFITS

Short term employment benefits

i. ,\ liabrJrty is recognized for benefrts accruing to employees in respect of wages and salanes, annual
lcave and sick leave in the period the related service is rendered at the undiscounted amount of the
benefits expected to be paid in exchange for that servlce.

i. I-iabiLities recognized in respect of short-term employee and contractual employees; benehts arc
measured at the undiscounted amount of the benefits expected to be paid in exchange for the rclatcd
scfvlce.

ri. Compensated absences which are not expected to occur within twelve months after the end of thc
period in which the employee renders the related services are recognizedas a liability at the present
value of the obligation as at the Balance sheet date.

2.I4TAXATION

Current Tax

(,urrent tax is the expected tax payable on thc taxable income for the year usrng tax rates at the
balance shcet datc and any adjustment to tax payable rn respect of previous years.

Income lax rates applicable to company:

Income from production and sale of electricity: 0o/oup to first 10 years, 1.0o/o for next 5 years,20o/o
for further years of operation. Because of the third year of operation, the effective tax r^te of thc
Company is 0%.

Deferred Tax

i. Dcferred tax is provided using the balance sheet liability method, providing for temporary
drfferences between the carrying amounts of assets and liabilities for finanpial reporting pulposes and
the amounts used for taxation purposes. The amount of deferred tax provided is based on the
expected reahzaion or settlement of the carryingamount of assets and liabilities using tax rates at the
balance sheet datc.

ii. ,\ defctred tax asset is recognizcd only to the extcnt that it is probable that future taxable prohts
will be available against which the asset can be utilized. The carrf ing amount of deferrcd ta* ai\ets is
revicwed at thc end of each reporting period and reduced to the extent that it is no longet probablc
that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

iii. Dcferred tax liabilities and assets are measured at the tax rates thatzre expected to apply in the
period in which the liability is settled or the asset realized, based on tax rates (and tax laws) that have
been enac[ed or substantively enacted by the end of the reporting period.

iv. ,\s per the applicable tax laws of Nepal, the hydropower project is allowed 100o/u rax exemprion
upto first 10 years of operation. The management is in a view of offsetting temporary drfferences

no defe 
4_s 

to be recognized.

I

3h,

fully within first 10 years pedod of operation and hence



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Signifrcant Accounting Policies and Notes to Accounts

2.15 PROVISIONS, CONTINGENCIES AND COMMITMENTS

iri. Provisions are recogruzed when the Company has a present obligation Qegal or constructive) as a
result of a past event, it is probable that an outflow of resources embodying economic benehts will
be rccluired to settle the obligauon and a reliable estimate can be made of thc amount of thc
obligauon. Provisions are measured at the best estimate of the expenditure required to settle the
present obligatron at the balance sheet date and discounted at pre-tax rate reflecting current market
assessments of the trme value of the money and the risk specific to the liability. These are reviewed
at each year end and adjusted to reflect the best curreflt esLmates.

iv. Contingent liabilities are disclosed when there is a possible obligation arising from past events, the
existence of which will be confirmed with the occurrence or non-occurrence of one or more
uncertain future events beyond the control of the Company or a present obligauon that arises ftom
past events where it is either not probable that an outflow of resources will be required to settle thc
obligation or a reliable estimate of the amounts cannot be made. No contingent asset is recognized
but disclosed by way of notes to accounrs.

2.16 FINANCIAL INSTRUMENTS

Financial Assets

Initial Recognition and Measurement

'\ll ftnancial assets are recogntzed initially at fatvalueplus, in the case of financial assets not recorded
at fak value through profrt or loss, transaction costs that are attributable to the acquisition of the
hnancial asset. Financial assets are classified, at rnitial recognition, as financial assets measured at fatr
value or as frnancial assets measured at ar,rrofiized cost.

Subsequent Measurement: For purpose of subsequent measurement, financial assets are classifrej in
two broad categories:

o Frnancial assets at fat vzlue

o Financial assets zt zrnorized cost

!7here assets are measure d at far- value, gains and losses are either recognized entirely in the statement
of proFrt or loss, or recognized in other comprehensive income. A financial asset that meets the
following rwo conditions is measured atamorttzed cost.

Business Model Test: 'Ihe objective of the company's busrness model is to hold the frnancial asset tcr
collect the contractual cash flows.

Cash flow characteristics test: The contractual terms of the financial asset give rise on specified dates
to cash flows that are solely payment of principal and interest on the principal amounttutstanding.

A hnancial asset that meets the
Comprehensive Income (OCI).

following two conditions is measured a\f1u value through C)ther

g Asse^\
A'q'



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

Business Model Test The financial asset is held within a business model whose obiective is achieved
by both collecting contractual cash flows and selling finatciarassets.

Cash flow characteristics test: The contractual terms of the financial asset give rise on specified date s

to cash flows that are solely payment of principal and interest on the principal amount outstanding.

Impairment of financial assets

'l-he Company assesses at the end of each reporting period whether there is any objective evidence
that a frnancial asset or group of financial assets measured at amorized cost is impaired.

If there is objective evidence that an impairment loss on financial assets measured at amorized cost
has been incurred, the amount of the loss is measured as the difference between the asset's carrying
amount and the present value of estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the frnancial asset's original effective interest rate (i.e., the effective
interest rate computed at initial recognition). The carrying amount of the asset shall be reduced either
directly or through the use of an allowance account. The amount of the loss shall be recognized in
profit or loss.

Financial Liabilities

All financial liabilities are initially recognized at fztt value and, in the case of loans and borrowings
znd pzyables, net of directly attributable transaction costs. Financial liabilities are classified as
measured at arnortized cost or far value through profit or loss (FVTPL). A financial liabiliry rs
classified.as ITVTPL if it is classified as held for trading, or it is a derivative or is designated as such
on initial recognition. Financial Liabilities at FVTPL are measure d zt fauvalue and net gain or losses,
including any interest expense, are recogniz,ed in statement of profit or loss. Other financial liabiliti'es
are subsequently measured at amorttzed cost using the effective interest method. Interest expense
and foreign exchange gains and losses arc rccogntzed in statement of proflt and loss. Any gain ot lom
on de-recognition is also recognized in statement of profit or loss.

2.17 LEASES

C)n January 13,2016 the IASB issued IFRS 16 to replace IAS 17 Leases. The new standarcl sers our
the principles for the recognition, measurement, presentation and disclosure of leases. All leases result
in the lessee obtaining the right to use an asset at the start of the lease and, lease paymenrs are made
over dme, a'lso obtaining financing. Accordingly, IFRS 16 eliminates the classification of leases as
either operating leases or finance leases as is required by IAS 17 andinstead, introduces a single lease
accounting model. Lessee will be required to recognize: (a) assets and liabilities for all leases with a
term of more than 12 months, unless the underlying asset is of low value; and (b) depreciation of
Iease assets separately from interest on lease liabiliues in the income statement. IFRS 1(, substantially
carries forward lessor accounting requirement in IAS 17. Accordingly, a lessor continues to classify
its leases as operating leases or finance leases, and to account for those two t,?es of leases differently.
IFRS 1 6 is effective for annual periods begrnning on or after J zntr^ry 01, 2019 .



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Significant Accounting Policies and Notes to Accounts

2.18 SERVICE CONCESSION ARRANGEMENTS

Under IFRIC 12 - Service Concession Arrangements applies to public-to-private serwice concession
arrangements if:

(a) The grantor controls or tegulates what services the operator must provide with the infrastructure,
to whom it must provide them, znd atwhat prices: and

(b) fhe grantor controls through ownership, benehcial entitlement or othcrwise any significanr
residual interest in the infrastructure at the end of the term oF the arrangcmenr.

(c) 'r'hc infrastrucrure is constructed or acquired by the operator from a third parry for the purpose
of the service arrangement OR the infrastructure is exrsting infrastructure of the gr ntor to which
the operator is given access for the purpose of the service affangemenL.

Infrastructure used in a public-to-private sewice concession arrangement for its entire useful life (whole
life of assets) is within the scope of this IFRIC, if the conditions in (a) above a(e mer. 'I'hesc
arrangements are accounted on the basis of below mentioned models dependinq on the nature of
consideration and relevant contract law.

INTANGIBLE ASSET MODEL:
'I'he intangrble 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 a public services is not an
unconditional right to receive cash because the amounts are contingent on to the extent that public
uses the services.

'I'he Company manages concession arrangements wllch includc powcr supply from its hydro powcr
plant' 'I'he (.ompany maintains and services the infrastructure during the conccssion period. 'fhcse
c<;tlcession arrangements set out rights and obligations related to the infrastmcture and the services tct
bc providcd. I'he right to consideration gives rise to an intangible asset and accordingly, the intangible
asset models is applied.

Income from the concession arrangements earned under the intangible asset model consists of the

(i) Irat Value of the contract revenue, which is deemed to be fair value of consideration transferred t'
acqulre the asset; and

(ii) Payments actually received from the users.

'fhe intangible asset is amortized over its expected useftrl life in a way that reflects the pattern in which
the asset's cconomic benefits arr: consumed by the Oompany, starting from the date when the right to
operatc starts to bc used. Based on these princrples, the intangible asset is amortized in linc with thc
2ctual usage oI the specific public facility, with a maximum of the duration of thc concession.

r\ny asset carried under concession
economic benefits are expected from

disposal or when no future
tn 

r:2u11rual 
rights to the

l

,/

financial asset expire.

arrangements i.s derecognized on



TERHATIIIJM POWER COMPANY LIMITED
Kathmandu, Nepal

Notes to Financial Statements
As at 31 Ashad 2080 (16 July 2023)

\ote 3: PROPERTY, PLANT AND EQUIPMENT NPR

Particulars

Furniture,
Fixture and Plant &

office vehicle Machinerv Total

Equipment
Depreciation Rale

Gross Carrying Amounl
25% 20% 15%

Gross Carrying Amount as at 3l Ashadh, 2078 3,692,390 3,749,473 7.441.863
Additions

Withdrawals and Adiustments (44,400) (44.400'
Gross Carrying Amount as at32 Ashadh, 2079 3,692,390 3,705,073 7.397.463

Additions

Withdrawals and Adjustments (2,936,241 (2,936,241
Gross Carrying Amount as at 3l Ashadh, 2080 756,149 3,705,013 4,461,222

Accumuluted Depreciation & Impairmenl
Balance at 0l Shrawan.2078 2,158,821 2,305,063 4,463.884
Depreciation charge for the year

Withdrawals and Adiustrnents

383,392 280,002 663,394

Accumulated Depreciation as 32 Ashadh,2079 2,542,213 2,595,065 5,127,218
Depreciation charge for the period

W ithdrawals and Adi ustrnents

287,s44
(2,299,733)

224,002 5r1,546
(2.299.733

Accumulated Depreciation as 31 Ashadh, 2080 530,025 2,909,067 - 3,339.091

Net Block

Net Carrying Amount as on 32 Ashadh, 2079 (16 July,2022) l,ls0,l77 1,120,008 - 2,270,19s

Net Carrying Amount as on 31 Ashadh, 2080 (f 6 July, 2023) 226,124 996,006 t.t22.l3l

924,053 224"002
Apportioned to:

Cost of Revenue

Indirect Cost s11,546

Total 511,546

Depreciation of furniture & fixture, office equipment and intangible assets are charged to statement of profit or loss and depreciation
of PPE, other than furniture & fixture, office equipment and intangible asscts are charged to cost of revenue.



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Notes to Financial Statements
As at 31 Ashad 2080 (16 July 2023)

Note 3.1: INTANGIBLE ASSETS NPR

rtioned to:
Cost of Revenue 44,061,055

lndirect Cost 1 0,1 84

Total 44,071,239

on Service Concession aragement has been charged by estimating useful up to 06 Falgun 2106 BS (LicenseAmortization
Period).

Particulars
Computer Serviceconsession
Software arranqement

Total

Gross Carryinq Amount

Gross Carrving Amount as at 01 Shrawan, 2078 61,760 1,320,312,907 r,320,434,667

Additions - Externally Acquired

Transfer from IAUD
Withdrawals and Adiustments

Gross Carrying Amount as on 32 Ashadh,2079 61,760 1,320,372,901 1,320,434,667

Additions

Transfer from IAUD
Withdrarvals and Adiustments

Closins Gross Carryins Amount as on 31 Ashadh,2080 61,760 L,320,372,907 1,320,434,667

4 ccumu lated A mortizarto n/ D epreciation

Accumulated Amortization as at 01 Shrawan.2078 39,224 59,381,723 59,420,941

Charge for the year

Withdrawals and Adiustments

12,352 44,067,055 44,073,407

Accumulated Amortization as on 32 Ashadh. 2079 51,576 103,442,178 103,494,354

Charge for the year

Withdrawals and Adiustments

I 0.1 84 44,061,055 44,071,239

Accumulated Amortization as on 31 Ashadh.2080 61,760 147,503,833 141,565,593

Net Carrying Amount as on Ashad 32,2019 (L6 July,2022) 10,184 r,216,930,129 1,216,940,313

Net Carrvins Amount as on Ashad 31. 2080 (16 Julv,2023) 1,L72,869,074 1,112,869,074



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Notes to Financial Statements

As at 31 Ashad 2080 (f 6 July 2023)

I PROJECTDEVELOPMENTEXPENDITURE
1.01 Deposit-SurveyLicense-TangmayaProject

1.02 ECID Pvt. Ltd-DSR Tangmaya

1.03 Permission License cost

1.04 IEE Study of Khorunga Tangmaya HP

1.05 LicenseExpenses-KTP

1.06 LOI Fee-KTP

1.07 PPA Expenses- KTP
L08 Refreshment- Tangmaya

1.09 BusinessPromotionExpenses-KTP

l.l0 Salary Expenses KTP
1.1 1 Survey Licence Renewal_KTHEP

2,000,000

50,000

250,000

570,650

16,790,000

25,000

323,570

45,255

50,500

3,600,000

3,750,000

233,570

1,800,000

2,ooo,ooo

50,000

250,000

570,650

16,790,000

25,000

90,000

45,255

50,500

l,goo,ooo
3,750,000

Total 27,454,975 2,033,570 25,421,405

The company is also involved in development of Khorunga Tangmaya Hydroelectric Project and till date expenditure of Rs.

27,454,9'75 has been made as mentioned above. Power Purchase Agreement (PPA) had not been done until previous fiscal year

(20781079). Therefore due to lack of certainty of its availability for use or sale, this expenditure had been recognized as capital
work in progress and not recognized as Intangible Assets until 2078/079.In current fiscal year, the expenditure till date for this

project has been classified as Intangible Asset Under Development and comparative information for previous year also has been

reclassihed.



TERHATHIJM POWER COMPANY LIIVIITED
Kathmandu, Nepal

Notes to Financial Statements

As at 31 Ashad 2080 (16 July 2023)

\ote 4: CASH AND CASH EQUIVALENTS
Cash and cash equivalents include deposits account balances maintained with banks and financial institutions. These enable the

Company to meet its short term liquidity requirements.

The carrying amount of cash and cash equivalents approximates their fairvalue. They are readily convertible to known amount of
cash and are subject to insignificant risk ofchange in value. These balances have been used as Cash and Cash Equivalents for the

presentation of Statement of Cash Florvs as wel[. Banks and financial institution in Nepal are closely regulated by the Central

Bank. The Company closely assesses the risks of these instruments and there are no apparent indication of impairment of these

balances.

Particulars Current Year Previous Year

ash

Balance rvith Banks

in Current Account 9,23r.014 9,275,493

9,275,493ota I 9,231,014

ofthe statement ofcash flows. cash and cash

Current Year Previous Year

Balance rvith Banks

in Current Account
in Bank Overdraft

9,23 |,0t4 9.275.493

otal 9,231,014 9,275,493

Note 5: TRADE RECEMBLE

Current Year Previous Year

126.838 3t,421
'otal 22,126,838 31,421,889

Note 6: OTHER FINANCIAL ASSETS

Particulars Current Year Previous Year

Non Current
Deoosit r99,490 t99,4t2

Sub Total 199,490 r99,412

Current
NRB Margin

Performance Guarantee Margin

BG Cash Marein- MBL

185,000

15,000

120,000

185,000

15,000

320,000 200,000Sub Total
519,490Iotal 399,4r2

v "i\

o
a.

"i

,C



TERHATHUM POWER COMPAI{Y LIMITED
Kathmandu, Nepal

Notes to Financial Statements

As at 31 Ashad 2080 (16 Juty 2023)

Note 8: EQUITY SHARE CAPITAL
Financial instruments issued by the company are classified as equity only to the extent that they do not meet the definition of a

financial liability or financial asset. The company's equity shares are classified as equity instruments.

NOIC 7: OTHER CURRENT ASSETS

Current Year Previous Year

Advances to be recovered
Advance to Employees

Advance for EM
Advance for Land

Advance rent

Advance Tax

Prepayments
Insuran ce-Vehicle

lnsurance-Proj ect

Prepaid Internet HOF

Prepaid Annual RTS Fee

Prepaid Communication & Intemet BoD

Agency Fee

Internet at Office
Internet at Site

Website Hostinq &

1,307,585

160,000

2t,t80,t76
63,000

|,994

3,199,782
9,569

17,260

2,402

6t,232

15,785

16,764

88,476

160,000

2l,180,t76

|,994

3,1 86,830

11,233

r79,746

10,578

5,730

otal 24.84r.527

Current Year Previous Year

00,000 nos. ofordinary shares ofNPR. 100 each 400,000,000 400,000,000

nos. ofordinary shares ofNPR. 100 each 400,000,000 370,000,000

,00,000 nos. of ordinary shares of NPR. 100 each 400,000,000 400,000,000

otal

Other Equity
E.l Reserve & SurDlus

Particulars Retained Earninqs Total
Balance as at I Shrawan,2O79 (16 July 2021)

Profit for the year

Other Comprehensive Income (net of tax)

Transaction cost incurred in respect ofissuance ofequiW share

(92,004,753)

(3,7 45,964)

(2,444,716)

(92,004,753

(3,7 45,964

(2,444,7 16

Balance as at 32 Ashad, 2079 (16 Ju1v,2022) (98,195,433) (98,195,433)

lrofit for the year

)ther Comprehensive Income (net of tax)

lransaction cost incurred in resoect ofissuance ofequity share

(47,265,964) (47,265,964

Balance as at 3l Ashad, 2080 (16 Julv. 2023) (145,461,397145,46r,397)

.J



TERHATHI]M POWER COMPAT{Y LIMITED
Kathmandu, Nepal

Notes to Financial Statements
As at 31 Ashad 2080 (16 July 2023)

Note l1: PROVISION
When the Company has a present obligation (legal or constructive) as a result of a past event, provisions are recognised only if it is
probable that a tranSfer of economic benefits will be required to settle the obligation and a reliable estimate of the amount of
obligation can be made.

Note 9: BORROWINGS

Particulars Current Year Previous Year

Long Term Borrowings
Ierm Loan 988,137,71t 993,323,893

Jub-total 988.137.711 993.323.893

ihort Term Borrowings
3ank Overdraft

Sub-total
Iotal 988.137.711 993.323.893

Note l0: TRADE PAYABLES

Current Year Previous Year

Sundry Creditors

Payable to Management

Expenses Payable

Staff Payable

4,051,685

3,529,9r5
3,220,960

45,540

750,000

19,125

4,031,121

3,949,342
1 1't4 t)\

76,058

750,000vernment Royalty Payable

Meeting Allowance Payable

otal 11,107,225 1

Particulars

Provision for Income Tax

Current Year Previous Year

otal

Note 12: OTHER CURRENT LIABILITIES

Pa rtic ula rs Current Year

78,935

4,gg5,gg7

Previous Year

Payable \ t'))
4,895,997Loan from director

otal 4,974,932 4.901.1r9



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Notes to Financial Statements
tr'or the year ended 31 Ashadh,2080 (July 16,2023)

Note Revenue

Particulars Current Year Previous Year

Sale of Electricity t21,646,868 142,795,574
Less: Short

Total l2l 142.795.514

Note 14: Cost of Revenue

Particulars

Depreciation

Current Year Previous Year

mortization on Service Concession Arrangement

ommunication & Internet Site

44,06r,0ss

38,643

r48,228

3,350

2,006,740

21,895

99,11,2

29s,704.00

27,900

2,43t,682

44,06r,055

t16,731

2,231,500

605,563

44s,997

2,854,936

er and Electricity Expenses at Powerhouse

inting Stationery_Site

mployee Benefit Cost (Site employees)

neral Office Expenses_Site

pair & Maintenance (Civil Structure)

pair & Maintenance - (Site Plant & Machinery)

pair & Maintenance - (Site Vehicle )

Ity Expenses

Total 49,134.310 50,315,681

Note 15: Em tsenelit Ex

Particula rs Current Year Previous Year

Basic Salary and Allowances

Apportioned to:

- Cost ofRevenue
- lndirect Cost

2,631,240

2,006,740

624,500

2,844,312

2,231,500

612.812
Total 2,631,240 2,844,312



TERHATHUM POWER COMPANY LIMITED
Kathmandu, Nepal

Notes to Financial Statements

For the year ended 31 Ashadh,2080 (July 16,2023)

Note l6: Other Ex

Pa rticulars Current Year Previous Year

Advertisement and Promotion Expenses

ing and Financial Consultancy

Allowance to Board Members

al General Assembly

udit Fee

ommunication

onsultancy Fee

Deregistration of Vehicle_Bolero 2956

Event and Cerimony

Exim code renewal expenses

Fuel & Lubricants at Site

Fuel at Offrce

General office expenses

Governement Taxes

House Rent Expenses

lnsurance premium

Meeting and Workshop

Meeting Lunch expenses

Membership and Affiliation Fees

Monitoring abd Supervision

Net Worth Certification Charge

Ofhce Expenses

ffice Tiffin Exoenses

Parking Expenses

Registration and Renwals

Vehicle Renewal & lnsurance Expenses

Repair and Maintainance

Royalty Forest Area Used

Royalty

Rts Expenses

Safety and security

Annual Share listing fee

Site mess Expenditure

and website exoenses

tationary Expenses

rcharges

rvellienace fee

raining fee

ravelling Expenses

Water and electrici

138,912

282,s00

477,500

372,622

226,000

156,672

23,512
22,000

303,420

121,082

14,885

296,664

4,496,149

56,t22

30,000

47,319

209,002

11 ,670
10,500

78,200

97,317

23,470

750,000

93,973

22,94s

50,000

420,r85

16,950

25,140

39,000

168,127

3 5,915

6s,609

l10,000
?61 sqO

226,000

184,306

l 13,000

41,000
)q \1'7

184,129

142,931

32,876

256,668

3,003,694

219,469

40,000

47,598

11,300

62,44',7

179,795

t59,740

77,100

176,861

750,000

88,767

17,628

354,803

76,574

37,6t1
23,197

424,659

1 15,993

3I.47 5

Totaf 9.117.752 7,708,935



Kathmandu, Nepal
Notes to Financial Statements

For the year ended 31 Ashadh,2080 (July 16,2023)

Note 17: Other Income

Particulars

Insurance claim

Profit on sale ofvehicle
Other Income

Current Year Previous Year

Total

Note 18: Finance Cost

Particulars Current Year Previous Year

Interest on BGL Loan Asainst IPO

Interst on BGL
Interest on OD loan

Interest on Term Loan

Bank commission & Other charses

Agency fee

107,858,697

10,935

1,608,500

904,290

512,371

109,871

84,229,716

51,678

1,420,436

Total 109,478,032 87,228,363

')-

o, \--l
("erea lo9



Krthmandu, Nepal
Notes to X'inancial Statements

Fiscal Year 20791080

Note 19: Related Parties Disclosures

a) Relationship

Company with common directors Pelma Hydropower Project Pvt. Ltd. 1) Mohan Kumar Dangi
2) Bhupati Lal Shrestha

b) Those charged with governance

Those charged with governance of Terhathum Power Company Limited include members of Board

of directors namely:

S.N. Name of Director
I Bhupati Lal Shrestha Chairperson

2 Mohan Kumar Danei Manaeins Director

J Yadav Bahadur Khapuns Director

4 Lachhuman Tiwari Director

5 Shreeman Karki Director

6 Bimal Kumar Dhunsana Director
7 Nabina Dhungana lndeoendent Director

The following expenses are incurred for those charged with governance of TPCL:



Kathmandu, Nepal
Notes to tr'inancial Statements

Fiscal Year 20791080

c) Transaction with key management personnel

Key management personnel include:

l) Mr.Prem Kumar Khatri- Admin/ Finance Officer

Key management personnel compensation:

d) Other Related Party Transaction:


