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INDEPENDENT AUDITORS’ REPORT

To

The Board of Directors

Odisha Power Generation Corporation Limited
Zone —-A & Module C/2, 7" Floor Fortune Towers
Chandrasekharpur, Bhubaneswar-751023

Report on the Special Purpose Condensed Interim Financial Statements

We have audited the accompanying Special Purpose Condensed Interim F inancial Statements of
Odisha Power Generation Limited (“the Company™), which comprise the Special Purpose
Condensed Interim Balance Sheet as at 3™ July 2019 ( date of COD of Unit-III of the Company),
and the Special Purpose Condensed Interim Statement of Profit and Loss for the period ended on
that date, and a summary of significant accounting policies and other explanatory infarmation
(together hereinafier referred to as the “Special Purpose Audited Condensed Interim Financial
Statements™). The audit has been conducted at the specific request of the company to comply with
the requirement of filing of tariff petition with Odisha Electricity Regulatory Commission.

Management’s Responsibility for the Special Purpose Condensed Financial Statements

The Company’s management is responsible for the preparation and presentation of these Special
Purpose Audited Condensed Interim Financial Statements in accordance with the basis of
accounting described in Note to these Special Purpose Audited Condensed Interim Financial
Statements, which have been approved by the Company’s Board of Directors. Our responsibility is

© to express a opinion on these Special Purpose Audited Condensed Interim Financial Statements
based on our audit.

Auditor’s Responsibility

We conducted our audit of the Special Purpose Condensed Interim Financial Statements in
accordance with the Standards on Auditing issued by the Institute of Chartered Accountants of
India. Those Standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement. An audit of Interim Financial information consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other audit
procedures. Audit of Interim Financial Statements is substantially less in scope than an audit
conducted in accordance with the Standards on Auditing specified under section 143(10) of the
Companies Act,2013 (the Act), and consequently , does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in and audit AT
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Basis of Accounting and restriction on distribution or use

We draw attention to the notes to the Special Purpose Audited Condensed Interim Financial
Statements which describes the basis of accounting used for the preparation of these Special
Purpose Audited Condensed Interim Financial Statements. The Special Purpose Audited
Condensed Interim Financial Statements have been prepared by the Company’s Management
solely to assist the Management of the Company to file its tariff petition with the Odisha
Electricity Regulatory Commission. It may not be suitable for other purpose. The audit report is
solely for the aforementioned purpose and accordingly should not be used, referred to or
distributed for any other purpose or to any other party without our written consent. Further we do
not accept or assume any liability or any duty of care for any other purpose for which or to any
other person to whom this audit report is shown to into whose hands it may come without our prior

consent in writing,.

For Nag & Associates
Chartered Accountants
FRN-312063E

L  FRN3120608 ‘%
(S. P. Padhi) HUBANESHAR
Partner
M.No:-053292

UDIN: 20053292AAAAAZ8646

Place:-Bhubaneswar
Date :-03.12.2020




Odisha Power Generation Corporation Limited

Interim Special Purpose Balance Sheet as at July 03, 2019

»

{Rupees in Lakh}
Particulars Note No. |As at July 03, 2019 As at March 31, 2019
ASSETS
1 |Non-currentassets
a. Property, Plant and Equipment 3 3,54,216.79 68,786.80
b. Capital work-in-progress - Tangible 4 6,03,645.42 8,73,853.23
¢. Other Intangible assets 5 672.50 701.06
d. Intangible assets under development 6 114.94 114.94
e. Financial Assets N
(i) Investments 7 15,300.00 15,300.00
(i) Loans and Advances 8 1,156.95 1,006.10
f. Other non-current assets 9 45,493.33 26,638.41
Total non-current assets 10,20,599.93 9,86,400,54
2 |Currentassets
a. Inventories 10 21,399.98 5,882.96
b. Financial Assets
(i) Trade receivables 11 30,420.85 34,835.41
(i) Cash and cash equivalents 12 81.85 3,960.98
{iii) Bank Balances other than (ii) above 12 18,264.85 29,241.18
{iv) Loans 13 4.35 175.61
(v} Others 14 1,023.12 720.44
¢. Current Tax Assets (Net) 15 145.54 3,058.08
d. Other current assets 16 18,099.88 5,692.72
Total Current Assets 89,440.42 83,567.38
TOTAL ASSETS 11,10,040.35 10,69,967.92
EQUITY AND LIABILITIES
EQUITY
a. Equity Share capital 17 1,82,249.74 1,82,249.74
b. Other Equity 18 1,30,831.46 1,29,983.22
Total equity 3,13,081.20 3,12,232.96
LIABILITIES
1 |Non-current liabilitles
a. Financial Liabilities
(i} Trade Payables
- Total Dutstanding dues of micro - -
and small enterprises
- Total Outstanding dues of creditors other - -
than micro and small enterprises
{ii) Borrowings 19 7,12,147.51 6,88,283.48
(iii} Other financial fiabilities 20 3,409.01 574.44
b. Provisions 21 461.06 6,764.57
¢. Oeferred tax liabilities (Net) 22 1,022.36 1,022.36
Total non-current Liabilities 7,17,039.94 6,96,644.85
2 |Current liabilities
a. Financial Liabilities
(i) Trade Payables
- Total Outstanding dues of micro 23 - 5.79
and small enterprises
- Total Qutstanding dues of creditors other 23 20,625.50 4,834.02
than micro and small enterprises
(i} Borrowings 24 4,295.02 .
(ii) Other financial liabilities 25 45,965.87 45,676.09
b. Other current liabilities 26 891.65 1,352.91
c. Provisions 27 8,141.27 2,023.50
d. Current Tax Liabilities (Net) 15 - 7,197.80
Total Current Liabilities 79,919.21 61,090.11
TOTAL EQUITY AND LIABILITIES 11,10,040.35 10,69,967.92
Notes forming part of the financial statements 1-37

In terms of our report attached.
For Nag & Associates
Charyered Accountants
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Partner
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Odisha Power Generation Carporation Limited
Interim Special Purpose Statement of Profit and Loss for the Period Ended July 03, 2019

{Rupees in Lakh)
Particulars Note No. Period ended July 03,| Year ended March 31,
2019 2019
] Revenue from Operations 28 17,545.73 86,291.87 |
il Other Income 29 600.98 2,479.36
Il |Total Jncome {1+ 1) 18,146.71 88,771.23
v Expenses
a. Cost of materials consumed 30 10,750.96 44,017.03
b. Employee benefit expenses 31 2,202.09 7,124.01
c. Finance costs 32 18.39 35.92
d. Depreciation and amortization expenses 33 1,210.70 2,219.82
e. Impairment losses 34 - -
f. Otherexpenses 35 3,116.29 8,181.07
Total expenses {IV) 17,298.43 61,577.85
\Y Profit before exceptional items and tax (ill - IV) 848,28 27,193.38
Vi Exceptional Items - -
Vil Profit before tax (V-V!) 848.28 27,193.38
VIl |Tax Expenses:
(i) Current tax - 10,031.81
(ii) Tax of earlier years - -664.89
(iii) Deferred tax - 678.83
Total tax expenses - 10,045.75
X Profit for the period/year {VII -Vili) 848.28 17,147.63
X Other Comprehensive Income / {Losses)
(i) Items that will not be reclassified to profitand loss
Remeasurements of the defined benefit plans - -706.01
(ii) Income tax relating to items that will not be reclassified to profit and loss - 246.71
(i) tems that will be reclassified to profitand loss - -
(it) Income tax relating to items that will be reclassified to profit and loss - -
Total Comprehensive Income / {Losses) - -459.30
X Total Comprehensive I;:lcome / (Losses) for the year (IX+X) {Comprising Loss 848.28 16,688.33
and Other Comprehensive Income for the year)
X Earnings per equity share:- Basic and diluted {Rs) 36
Xl |[Notes forming part of the financial statements 1-37
In terms of our report attached.
For Nag & Associates
Chartered Accountants
,, A| e
T - T Ordmw
(S.P.Padhi) {Pravakar. anty (indranil Dutta)
Partner Director Finance Managing Director
FRN : 312063€
Membership No: 053292
Place : Bhubaneshwar
Date : O\ D 2v'20
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Notes to Financial Statements

1 General Cgrporate Information:
Odisha Power Generation Corporation Limited (“the Company”) incorporated in india with its
registered office at Bhubaneswar, Odisha, india. The main objective of Company is of
establishing, operating & maintaining large thermal power generating stations.

The vision of the Company is to be a world-class power utility committed to generate clean,
safe and reliable power, enhancing value for all stake holders and contributing to National
growth.

The functional and presentation currency of the Company is indian Rupee (“INR”) which is the
currency of the primary economic environment in which the Company operates.

The Accounting Policy to form part of the financial statements for the Period ended July
03,2019 is in line  with the Accounting Policy approved by the Board of Directors for the year
2019-20
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Significant Accounting Policies

The significant accounting policies applied by the Company in preparation of its financial
statements are listed below. Such accounting policies have been applied consistently to all the
periods presented in these financial statements and preparing the opening Ind AS financial
statement as at April 1, 2015 for purpose of transitions to Ind AS, unless otherwise indicated.

Basis of preparation
The financial statements of the Company have been prepared in accordance with ind AS and
relevant provisions of the Companies Act, 2013 (to the extent notified and applicable).

The Company has adopted all the applicable Ind AS and such adoption was carried out in
accordance with Ind AS 101 —First Time Adoption of Indian Accounting Standards. The Company
has transited from Indian GAAP which is its previous GAAP, as defined in Ind AS 101 with
necessary disclosures relating to reconciliation of Shareholders’ equity and the comprehensive
net income as per Previous GAAP to Ind AS.

The financial statements have been prepared under the historical cost convention with the
exception of certain assets and liabilities that are required to be measured at fair values by Ind
AS. Fair value is the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date. Historical cost is
generally based on the fair value of the consideration given in exchange for goods and services.

All assets and liabilities have been classified as current or non-current as per Company’s
operating cycle and other criteria set out in Schedule-IIl of the Companies Act 2013, Based on
the nature of business, the Company has ascertained its operating cycle as 12 months for the
purpdse of Current or noncurrent classification of assets and liabilities.

Changes in accounting policies and disclosures

New and amended standards

The accounting policies adopted in the preparation of the Financial Statements are consistent
with those followed in the preparation of the Company’s annual financial statements for the
year ended 31st March 2019, except for the adoption of new standard effective as of 1st April,
2019. The Company has not early adopted any other standard, interpretation or amendment
that has been issued but is not yet effective. In addition to Ind AS 116 - “Leases”, which is
applicable for the first time, several other amendments and interpretations apply for the first
time from 1st April, 2019, but do not have an impact on the Financial Statements of the
Company

2.2.1 Ind AS 116 — “Leases”

Ind AS 116 supersedes Ind AS 17 “Leases”. The standard sets out the principles for the
recognition, measurement, presentation and disclosure of leases and requires lessees to
account for all leases under a single on-balance sheet model. Effective 1st April, 2019, the
Company adopted Ind AS 116 “Leases” and applied to all lease contracts, identified under Ind
AS 17, existing on 1st April, 2019 using the modified retrospective method on the date of initial
application. Pursuant to adoption of Ind AS 116, the Company recognised right-of-use assets
and lease liabilities for those leases which were previously classified as operating leases, except
for short-term leases and leases of low-value assets. The Company recorded the lease liability
at the present value of the lease payments at the date of initial application and right-of-use
asset at an amount equal to the lease liability adjusted for any prepayments/ accruals
recognised in the balance sheet as on 31st March, 2019. There is no impact on retained earnings
as on 1st April, 2019.
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Pursuant to above, the Company recognized right-of-use asset and lease liability as at 1st April,
2019 amounting to Rs 1178. 30 Lakh and Rs Nil Lakh respectively as all the payments towards
lease liability already made at the time of lease agreement.

Set out below are the new accounting policies of the Company upon adoption of Ind AS 116,
which have been applied from the date of initial application:

e Right-of-use assets: The Company recognises right-of-use assets at the
commencement date of the lease. Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted for any remeasurement
of lease liabilities. The cost of right-of-use assets, which comprises the initial amount of
the lease liability, initial direct costs incurred, and lease payments made at or before
the commencement date less any lease incentives received. Unless the Company is
reasonably certain to obtain ownership of the leased asset at the end of the lease term,
the recognised right-of-use assets are depreciatedon a straight-line basis over the lower
of its estimated useful life and the lease term. Right-of-use assets are subject to
impairment

o Lease liabilities: At the commencement date of the lease, the Company recognises

< lease liabilities measured at the present value of lease payments to be made over the
lease term. The lease payments include fixed payments less any lease incentives
receivable, variable lease payments that depend on an index or a rate, and amounts
expected to be paid under residual value guarantees. The lease payments also include
the exercise price of a purchase option reasonably certain to be exercised by the
Company and payments of penalties for terminating a lease, if the lease term reflects
the Company exercising the option to terminate. The variable lease payments that do
not depend on an index or a rate are recognised as expense in the period on which the
event or condition that triggers the payment occurs. In calculating the present value of
lease payments, the Company uses the incremental borrowing rate at the lease
commencement date if the interest rate implicitin the lease is not readily determinable.
After the commencement date, the amount of lease liabilities is increased to reflect the
accretion of interest and reduced for the lease payments made. In addition, the carrying
amount of lease liabilities is remeasured if there is a modification, a change inthe lease
term, a change in the in-substance fixed lease payments or a change in the assessment
to purchase the underlying asset.

e Short-term leases and leases of low-value assets: The Company applies the short-term
lease recognition exemption to its short-term leases (i.e., those leases that have a lease
term of 12months or less from the commencement date and do not contain a purchase
option). It also applies recognition exemption to ieases for which the underlying asset
is of low value. Lease payments on short-term leases and leases of low-value assets are
recognised as expense on a straight-line basis over the lease term.

Lessor accounting under Ind AS 116 is substantially unchanged compared to Ind AS 17.
Therefore, Ind AS 116 did not have an impact for leases where the Company is lessor

The Company has not early adopted any standards or amendments that have been issued but
are not yet effective.

2.2.2 Amendments to Ind AS 12 ‘Income taxes’

The first amendment requires an entity to create a corresponding liability for Dividend
Distribution Tax (DDT) when it recognises a liability to pay a dividend. The liability for DDT shall
be recorded in statement of profit & loss, other comprehensive income or equity, as the case
may be.

¢




The second amendment (Appendix C of Ind AS12) relates to tax consequence of an item whose
tax treatment is uncertain. Tax treatment of an item is considered as uncertain when there is
uncertainty whether the relevant taxation authority will accept the tax treatment of that item
or not. If there is uncertainty over tax treatment of an item an entity should predict the
resolution of the uncertainty. If it is probable that the taxation authority will accept the tax
treatment, there will be no impact on the amount of taxable profits/losses, tax bases, unused
tax losses/credits and tax rates. In vice-versa case, the entity shall show the effect of the
uncertainty for each uncertain tax treatment on amount of related items by using either the
most likely outcome or the expected outcome of the uncertainty.

2.2.3° Amendment to Ind AS 19 ‘Employee benefits’

The amendments to the guidance in Ind AS 19, ‘Employee Benefits’, in connection with
. accounting for plan amendments, curtailments and settlements require an entity:

* to use updated assumptions to determine current service cost and net interest for the
remainder period of a plan amendment, curtailment or settlement; and

* to recognise in profit or loss as part of past service cost, or a gain or loss on settlement, any
reduction in a surplus, even if that surplus was not previously recognised because of the impact
of the asset ceiling.

2.2.4 Amendment to Ind AS 23 ‘Borrowing Costs

The amendments to the guidance in Ind AS 23, ‘Borrowing Costs’, clarifies the following:

* while computing the capitalisation rate for funds borrowed generally, borrowing costs
applicable to borrowings made specifically for obtalning a qualified asset should be excluded,
only until the asset is ready for its intended use or sale.

* borrowing costs (related to specific borrowings) that remain outstanding after the related
qualifying asset is ready for its intended use or sale would subsequently be considered as part
of the general borrowing costs.

23 Use of estimates and critical accounting judgments.

These financial statements have been prepared based on estimates and assumptions in
conformity with the recognition and measurement principles of Ind AS.

In preparation of financial statements, the company makes judgments, estimates and
assumptions that may impact the application of accounting policies and the reported value of
assets, liabilities, income, expenses and related disclosures concerning the items involved as
well as contingent assets and liabilities at the balance sheet date. The estimates and
management’s judgments are based on historical experience and other factors considered
reasonable and prudent in the circumstances. They are formulated when the carrying amount
of assets and liabilities is not easily determined from other sources. Actual results may differ
from these estimates. :

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognized in the period in which the estimates are revised and any
future periods affected. Significant judgements and estimates relating to the carrying amount
of assets and liabilities, while evaluating / assessing useful lives of property, plant and
equipment, impairment of property, plant and equipment, impairment of investments,
provision for employee benefits and other provisions, recoverability of deferred tax assets,
commitments and contingendies is considered,

§32_




2.4

25

26

2.7

$33

Key sources of estimation of uncertainty at the reporting date, which may cause a material
adjustment to the carrying amounts of assets and liabilities for future years are provided in at
para 2.22.

Cash and cash equivalent.

Cash and cash equivalents in the balance sheet comprises of cash at banks, cash in hand and
short-term deposits with original maturity of three months or less, which are subject to an
insignificant risk of changes in value, unrestricted for withdrawal and usage.

Cash Flow Statement

Cash fiow is reported using the indirect method, where by profit / {loss) before extra-ordinary
items and tax is adjusted for the effect of transactions of non-cash nature and any deferrals or
accruals of past or future cash receipts or payments. For the purposes of the Cash Flow
Statement, cash and cash equivalents as defined above is the net of outstanding bank
overdrafts. In the balance sheet, the bank overdrafts are shown under borrowings in current
liabilities.

Investments in subsidiaries, associates and joint ventures

SUBSIDIARY - A subsidiary is an entity that is controlled by another entity. Control is achieved
when the Company, has power over the investee, is exposed, or has rights, to variable returns
from its involvement with the investee; and has the ability to use its power to affect its returns.

The Company reassesses whether or not it controls an investee if facts and circumstances
indicate that there are changes to one or more of the three elements of control listed above.

ASSOCIATE - An associate is an entity over which the Company has significant influence. Whereas
significant influence is the power to participate in the financial and operating policy decisions of
the investee but Is not control or joint control over those policies.

INTERESTS IN JOINT VENTURES - A joint venture is a joint arrangement whereby the parties that
have joint control of the arrangement have rights to the net assets of the joint arrangement. Joint
control is the contractually agreed sharing of control of an arrangement, which exists only when
decisions about the relevant activities require unanimous consent of the parties sharing control.

Investment in subsidiaries, associates and joint ventures are measured at cost in accordance with
Ind AS 27 — Separate Financial Statements, less any impairment in net recoverable value that has
been recognised in profit or loss.

Property, Plant and Equipment and Intangible Assets (Other than goodwill)

Tangible Assets:

Property, plant and equipment held for use in the production or/ and supply of goods or
services, or for administrative purposes, are measured at cost, less any subsequent accumulated
depreciation and impairmentloss, if any. Such cost comprises purchase price {net of recoverable
taxes, trade discount and rebate etc.), borrowing cost, and any cost directly attributable to
bringing the assets to its location and condition for intended use.

Expenditure incurred on development of freehold land is capitalized as part of the cost of the
land. Deposits, payments / liabilities made provisionally towards compensation, rehabilitation
and dther expenses relatable to land In possession are treated as cost of land.

In case of self-constructed assets, cost includes the costs of all materials used in construction,
direct labour, allocatlon of overheads, borrowing costs if any attributable to such construction.
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Deposit works/cost plus contracts are accounted for on the basis of statements of account
received from the contractors and verified & accepted by the company.

In the case of assets put to use, where final settlement of bills with contractors are yet to be
effected, capitalization is done on provisional basis subject to necessary adjustment, if any, in

the year of final settlement.

Unsettled liabilities for price variation in case of contracts are accounted for on estimated basis
as per terms of the contracts.

Assets and systems common to more than one generating unit are capitalized on the basis of

-engineering estimates / assessments.

Spare parts having unit value of more than Rs 5 lakh that meets the criteria for recognition as
Property, plant and equipment are recognized as Property, plant and equipment. Other spare
parts are carried as inventory and recognised in the statement of profit and loss on
consumption.

Intangible Assets:

Intangible assets acquired are reported at cost less accumulated amortization and accumulated
Impairment losses. Intangible assets having finite useful lives are amortized over their estimated
useful lives, whereas intangibles assets having infinite useful lives is not amortized. The
estimated useful life and amortization method are reviewed at the end of each annual reporting
period, with the effect of any changes in estimate being accounted for on a prospective basis.

. Subsequent expenditure:

Subsequent costs are included in the assets carrying amount or recognized as a separate asset,
as appropriate, only when it is probable that future economic benefits associated with the item
will flow to the entity and the cost of the item can be measured reliably.

Expenditure on major maintenance or repairs including cost of replacing the parts of assets and
overhaul costs where it is probable that future economic benefits associated with the item will
be available to the Company, are capitalized and the carrying amount of the item so replaced is
derecognized. Similarly, overhaul costs associated with major maintenance are capitalized and
depreciated over their useful lives where it is probable that future economic benefits will be
available and any remaining carrying amounts of the cost of previous overhauls are
derecBgnizedA

The costs of the day-to-day servicing of property, plant and equipment is recognized in the
statement of profit and loss as incurred.

Decommissioning costs

The present value of the expected cost for the decommissioning of the asset after its use is
included in the cost of the respective asset if the recognition criteria for a provision are met.

Capital work-in-progress
Expenditure incurred on construction of assets which are not ready for their intended use are
carried at cost less impairment (if any) under Capital Work-in progress. The cost includes

purchase cost of materials / equipment’s duties and nonrefundable taxes, any directly
attributable costs and Interest on borrowings used to finance the construction of assets.

£\
‘ FAN:312063E\ T

BHUBANESWAR]

-




Capital expenditure on assets not owned by the company related to generation of electricity
business is reflected as a distinct item in capital work-in-progress till the period of completion
and ready for the intended use and, thereafter, under Property, plant and equipment. However,
similar expenditure for CSR / community development is charged off to revenue

Expenses for assessment of new potential projects incurred till and for the purpose of making
investment decision are charged to revenue.

Expenses incurred relating to project, net of income earned during project development stage
prior 4o its intended use are considered as expenditure during construction / trial run and
disclosed under Capital-work-in-Progress.

Depreciation & Amortization:

Depreciation is recognised in statement of profit and loss on a straight-line basis over the
estimated useful lives of each part of an item of property, plant and equipment. Freehold Land
is not depreciated. Premium paid on leasehold land including land development and
rehabilitation expense are amortized over 30 years by taking its useful life.

Capital expenditure on assets laid on land not owned by the company as mentioned above is
amortized over a period of its useful life.

Depreciation is provided on a straight-line basis over the useful lives of assets, which is in
accordance with Schedule Il of Companies Act, 2013 or based upon technical estimate made by
the Company.

Depreciation on the following assets are provided over estimated useful life as ascertained
based on internal assessment and independent technical evaluation that the useful lives as best
represent the period over which Company expects to use these assets. Hence the useful lives
for these assets are different from the useful life as prescribed under part C of Schedule Il of the
Companies Act 2013.

Tangible Assets:

Particulars Depreciation / amortization

Plant & | Over a period of 30 years

Equipment (BTG

& BOP)

Leasehold Land Over the lease period or 30 years whichever is less. In absence of
‘ finalization of lease period, amortization made over a period of 30

years.
Ash Ponds Over remaining period of useful life, evaluated on the basis of

technical estimate made annually which includes the estimates of
generation, utilization and increase of capacity in future years.

Porta Cabin Over a period of five years
Tools and Tackles | Over a period of five years
CMT Colony | Over a period of 30 Years
Buildings
Intangible Assets
[Particulars Depreciation / amortization
Computer Over a period of legal right to use subject to maximum ten years.
software /
licenses

The estimated useful lives and residual values are reviewed at each year end, with the effect of
any changes in estimate, accounted for on a prospective basis. Each component of an item of

FRN:312063E
BHUBANESWAR]
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property, plant and equipment with a cost that is significant in relation to the total cost of that
item is depreciated separately if its useful life differs from the others components of the asset.

Property, plant and equipment including tools and tackles costing up to Rs. 5,000/- are fully
depreciated in the year in which it is for put to use.

Physical verification of Fixed Assets are undertaken in a phased manner by the management
over a period of three years. The discrepancies noticed, if any, are accounted for in the year in
which such differences are found.

Disposal and derecognition of assets

An item of property, plant and equipment and intangible asset is derecognized upon disposal or
when no future economic benefits are expected to arise from the continued use of the 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 proceeds from disposal, if any and the
carrying amount of the asset and is recognized in profit or loss.

Impairment of tangible and intangible assets

At the end of each reporting period, the Company reviews the carrying amounts of its tangible
and intangible assets to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amount of asset is
reviewed in order to determine the extent of the impairment loss if any.

Where an asset does not generate cash flows that are largely independent of those from other
assets, the Company estimates the recoverable amount of the cash generating unit (CGU) to
which the asset belongs. Thermal Power Plant and each Mini Hydel Project are separately
considered as cash generating units for determination of impairment of assets.

Intangible assets with an indefinite useful life are tested for impairment annually and whenever
there is an indication that the assets may be impaired.

Recoverable amount is the higher of fair value less cost to sell and value in use. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-
tax discount rate, that reflects current market assessments of time value of money and the risks
specific to the asset for which the estimation of future cash flows have not been adjusted. An
impairment loss is recognized in the statement of profit and loss as and when the carrying
amount of an asset exceeds its recoverable amount.

When an impairment loss subsequently reverses, the carrying amount of asset (or cash
generating unit) is increased to the revised estimate of its recoverable amount so that the
increased carrying amount does not e