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HIMACHAL PRADESH POWER CORPORATION LIMITED

(A State Govt. Undertaking)
Registered Office : Himfed Building, BCS, New Shimla, Himachal Pradesh - 171009
CIN : U40101HP20065GC030591
Phone Number:0177-2670716
Website : www.hppcl.in, Email : cs_hpjvvn@yahoo.com

Notice of 12th Adjourned Annual General Meeting of the HPPC LTD.

“Notice is hereby given that the 12th Adjourned Annual General Meeting of the Shareholders of the Himachal Pradesh
Power Corporation Limited, Shimla will be held on 19.11.2020 at 11:30 AM at CS Committee Room, H.P. Govt.
Secretariat, Shimla-171002 to transact the following business:

ORDINARY BUSINESS:

- Toreceive, consider and adopt the Financial Statements (Annual Accounts) of the Company for the year ended 31st
March, 2018, consisting of Statement of Incidental Expenditure during construction, Statement of Profit & Loss
Account and the Balance Sheet as on that date alongwith Board’s Report, Auditors’Report and the Comments of the
Comptroller & Auditor General of India and replies thereto.

Place: Shimla By order of the Board of Directors

Dated:19.11.2020 Sd/-
SudershanK.Sharma
Company Secretary -cum-AGM

Note:

1. A Member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote instead of
himselfand a proxy need not be amember- proxy form attached.

2. Memorandum for Shareholdersis attached.
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PROXY FORM

I/We member (s) of the Himachal Pradesh Power Corporation Limited (HPPCL), Shimla, 171009 do hereby appoint

of Himachal Pradesh Power Corporation Limited as my proxy

to attend and vote for me the 12th Adjourned Annual General Meeting of the HPPCL on 19th November, 2020 at 11:30

AMand/or atany adjournment thereof.

Signedthison Signatures

Affix Rs.5/-
Revenue Stamp

Memorandum for Shareholders

The Shareholders are informed that pending finalization of Financial Statements (Annual Accounts) for the year ended
31.03.2018, an extension of time to hold the 12th Annual General Meeting (AGM) was obtained from the Registrar of
Companies upto 30.12.2018 with the prior approval of Board. Since, an extension was granted only for three months, the
Corporation held the AGM on 28.11.2018 and apprised the factual position of pendency of annual accounts to the
Shareholders.

It is further informed that initially, the Financial Statements (Standalone Annual Accounts) of the Company for the
financial year ended 31st March, 2018 were prepared and thereafter approved by the Board of Directors in 68th meeting
held on 24th April, 2019. During audit, the Statutory Auditors had suggested some changes in accounts, which were
undertaken and accordingly revised Financial Statements (Annual Accounts) Standalone & Consolidated were prepared
and placed before the Board inits 70th meeting held on 3rd December, 2019 for approval, which were approved.

These revised Financial Statements (Annual Accounts) Standalone & Consolidated were submitted to the Statutory
Auditors for conducting audit and the report of the Statutory Auditors was received. Thereafter, these accounts were
submitted to the Accountant General, Himachal Pradesh to have the comments of the Comptroller and Auditor General
of India (CAG) under the provisions of the Act. The comments of CAG of India on these accounts have also now been
received. The Report of the Statutory Auditors, replies thereto and Comments of CAG of India and replies thereto are also
annexed to the Annual Accounts. Also, the Board Report for the FY 2017-18 has been prepared and annexed to the
Annual Accounts.

The Shareholders are requested to kindly receive, consider and adopt the Financial Statements (Annual Accounts) of the
Company for the year ended 31st March, 2018, consisting of Statement of Incidental Expenditure during construction,
Statement of Profit & Loss Account and the Balance Sheet as on that date alongwith Board’s Report, Auditors’'Report and
the Comments of the Comptroller & Auditor General of India and replies thereto.

Place: Shimla
Dated: 19.11.2020 Sd/-
Director (Finance)
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HIMACHAL PRADESH POWER CORPORATION LIMITED
(A State Govt. Undertaking)
Registered Office : Himfed Building, BCS, New Shimla, Himachal Pradesh - 171009
CIN : U4010THP20065SGC030591
Phone Number:0177-2670716
Website : www.hppcl.in, Email : ¢s_hpjvvn@yahoo.com

BOARD'S REPORT
Dear Members,

Your Directors are pleased to present the 12th Annual Report of the Company for the year ended 31st March, 2018 along
with the Financial Statements (Annual Accounts), Report of Auditors and Comments of the Comptroller and Auditor
General of India.

1. GENESIS

Himachal Pradesh Power Corporation Limited (HPPCL) was incorporated on 18th December, 2006 under the Companies
Act, 1956 with the objective to plan, promote and organize the development of all aspects of hydroelectric power by the
Government of Himachal Pradesh (GoHP) and erstwhile Himachal Pradesh State Electricity Board now Himachal Pradesh
State Electricity Board Limited (HPSEBL). Later the objects of the Corporation also included Thermal Power, Solar Power,
Wind Power etc within and outside State of Himachal Pradesh and outside Country/Overseas.

The Equity Share Capital in the Company is presently being contributed by the Government of Himachal Pradesh, H. P.
Infrastructure Development Board (HPIDB) and Himachal Pradesh State Electricity Board Limited (HPSEBL).

HPPCL is a fast upcoming power generating utility with the technical and organizational capabilities at par with other
CPSU/PSUs like NTPC, SJVNL, NHPC etc. Efforts are afoot to further strengthen the respective wings with professionals of
proven credentials and qualified technical manpower.

2. MISSION, AIMANDTARGETS
« Mission:To bring prosperity in Himachal Pradesh through development of power.

o Aim: To come up as a major power generating Company of India with good managerial and technical
capabilities.

» Targets:To develop 944 MW power generating capacity by 2024.

3. IN-HANDPROJECTS ATAGLANCE

The Govt. of Himachal Pradesh has allotted 22 Hydro/Solar Electric Projects to Himachal Pradesh Power Corporation Ltd.
(HPPCL) with aggregate installed capacity of 2961 MW, for development under state sector. One Thermal Power Plant
(2x250 MW) at Raniganj, West Bengal, was also allocated to HPPCL, however, coal block has been deallocated. One Solar
Power Project of 5 MW capacity has been commissioned on 04.01.2019 near Sri Naina Devi Ji in District Bilaspur of HP.
One Multipurpose Project (660 MW) is also being developed by the Govt. of H.P. in joint venture with Govt. of
Uttarakhand. These projects are in various stages of implementation. The execution of projects is being monitored
strictly. All efforts for effective management and efficient organization of works are being made. HPPCL is committed to
achieve the targeted schedule. Brief status of the progress of works and ADB loan utilizationis as under.

A) PROJECTS UNDEROPERATION (170MW)

HPPCL has put under commercial operation Unit-ll of Integrated Kashang Hydro Electric Project Stage-1 (65 MW) on
01.09.2016. Also, Units Il & | of Integrated Kashang HEP(195 MW) have been commissioned on 03.03.2017 & 31.03.2017.
The project has Generated 573.63 MU up to 15.06.2020 and Rs.121.35 Crore of revenue has been earned. HPPCL has also
commissioned Sainj HEP(100 MW) on 04.09.2017 and generated 978.54 MU upto 15.06.2020. Revenue of Rs. 284.94
Crore has beenrealized.

Berra Dol Solar Power Project of 5 MW capacity commissioned on 04.01.2019 has generated 12.01 MU till 14.06.2020 and
Rs.5.77 crore of revenue has been generated.
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B) PROJECTS UNDER EXECUTION (691MW)

- Name of Capnclty | Phylcal Progress %) : Eonil slaetngDis
(hwW) ending 21.03.2016 Schoduled _|' Rovised
. - _ CIvIE MM Weitks - 10a%, o Al 2020-
_ . L £ 2004 e S

e SaprRRUAMHER 1 £ & MWorks - 99.6% Ap Oct. 2020

5. ([astmng e 130 Ciil & HMWorks - 23% Nov, 2044 Jul, 2623
Sxaeil & 1 : VISR i 3 2 il
Shiingtonag Kardham Civil & HM Works - 3076 -

L Shiingu . . = Jan, 2020 Dt 2024
HE? = E &M Worls Supmly- 52,08% done b

The above cited Projects were financed by ADB under different tranches (Tranche-lto IV) except HRT of Sawra Kuddu
HEP and E&M works of Shongtong Karcham HEP, which were financed by PFC/Govt. of H.P. and KfW respectively.
After closing of ADB loan on 22.10.2018 and KfW loan on 30.12.2019, funding proposal for Shongtong Karcham HEP
has been approved by DEA for further submission to MDB/BA in 106th Screening Committee meeting dated
20.05.2020.The works for Sawra Kuddu and Shongtong Karcham HEP are in full swing.

Thefinancial achievementsi.e. disbursement of ADB fundsw.e.f. 2009 upto 2018 aretabulated as below:

e T S N

J4614ND Tranche-1: - _
T Gl & Electro Mechanical of Sawie Kugfdu & I50MUSS 1141598 MUSS
Civil package of Kashang Stage-1.

2596-IND TEanchi-2 -

2 Batrags Packitige of Sawr Kuddu HEP S5MLLS g
Elesctra Mechanical Package of Kashana StatieL 11 & 111, : ;

3. vl Works o Kashang Stage-il & i Ll
Civil & Electro Mechanical Works of Sain),

g ZMENCTanchi-g= 257 MUSS 50.70 MUSS

Civil & MM works af Shengtong Kercham HER,

From the above figures, it can be seen that HPPCL has been achieving the ADB loan targets consistently right from
the beginning. In case of Tranche-IV (Shongtong Karcham HEP), various reasons such as restrictions by nearby
Ammunition Depot, agitation by labourers, poor cash flow of contractor, concerns regarding Right Bank slope
stability of Barrage area have been responsible for delay of the Shongtong Karcham HEP.

For electro-mechanical works of Shongtong Karcham HEP (450MW), loan amounting to Euro 150 million was
sanctioned by KfW and agreement with KfW was signed on 21.12.2012. The loan has closed on 30.12.2019.

Despite best efforts, the progress of works gets affected adversely due to unforeseen problems and other bottlenecks
(detailed below). However, all possible remedial measures are being taken to make up for slippages in the progress.

Difficulties/Bottlenecks:-

- Encountering of very poor geology in Head Race Tunnel of Sawra Kuddu HEP.

- Continuousagitation by the LippaVillagers not allowing the Civil works of Kashang Stage Il & Il HEP from intake side.
- Frequentstoppage of work by locals & labour strikes by trade unions in projects under construction.

- Delayinobtaining statutory clearances from MoEF, CWC, CEA, Gol etc.

- Poorfinancial condition of most of the Civil Wok contractors working in the field of Hydropower.
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C) PROJECTSINPRE-CONSTRUCTION CLEARANCE STAGE (118 MW)

ANNUAL REPORT 2017-2018

1. Renukaji Dam Project 40 MW
2. Chaniju-Ill HEP 48 MW
3. Deothal Chanju HEP 30 MW

Techno-economic Clearance (TEC) by the Directorate of Energy (DoE), GoHP for Chanju-Ill HEP (48 MW) & Deothal
Chanju HEP (30 MW) have been accorded on dated 14.07.2015 and 22.07.2015 respectively. Environment Clearance
for both the projects accorded on 29.09.2017. Forest clearances of both projects have been obtained from MoEF &
CC, Govt. of India on 22.10.2019 The contract documents of both projects have been submitted to AFD for vetting.
After vetting of Contract documents, HPPCL will start the tendering process which will be concluded in six months.

Construction of projectsis expected to start by April, 2021.

Agence Francaise de Développement (AFD) agreed to provide an amount of Euro 80 million (Rs. 640 crore) for
funding of Chanju-Ill HEP (48 MW) & Deothal Chanju HEP (30 MW). Credit Facility Agreement between Gol & AFD has
been signed on 04.07.2017. The Project agreement and On Lending agreement between HPPCL, GoHP and AFD

were signedon 02.02.2018and 11.07.2018 respectively.

Renukaji Dam Project being a“National Project”will be financed by Govt. of India and other beneficiary states.

D) PROJECTSWITHAPPROVEDDPR(118 MW)

1. Surgani Sundla HEP 48 MW

2. Dhamwari Sunda HEP 70 MW

E) PROJECTS UNDERINVESTIGATION
(a) DPRsin Advanced Stages (1081 MW)

1. Thana-Plaun HEP 191 MW
2 Nakthan HEP 460 MW
3 Chirgaon-Majhgaon HEP 52 MW
4, Kashang HEP - Stage IV 48 MW
5 Kishau Multipurpose Project 660 MW (330 MW HP Govt. Share)

(b)DPRs in Intermediate/Initial Stages (433 MW)

1. Gyspa Dam Project 300 MW
2 Bara Khamba HEP 45 MW
3. Triveni Mahadev HEP 78 MW
4 Aghlor Solar Power Project 10 MW

DPRs of Thana Plaun HEP (191MW) and Nakthan HEP (460MW) are under final stages of appraisal in CWC/CEA, Govt.
of India. DPRs of Kashang Stage-IV HEP (48MW) and Chirgaon Majhgaon HEP(52 MW) are under advanced stages of
appraisal with DoE, GoHP.DPR of Kishau MPP is being pursued with CEA/CWCfor its time bound clearance.

DPRs of Triveni Mahadev HEP(78MW) and Bara Khamba HEP(45MW) have been taken up for preparation in house in

tie up with HPSEBL. DPR of Aghlor SPP is under preparation.
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F) PROJECTSUNDERPRE-FEASIBILITY STAGE (350 MW)
1. Lujai HEP 45 MW

2 Khab HEP 305 MW

G) PROJECTSTOBEDROPPED AS PER MoEF & CCDIRECTIONS (201 MW)

1. Chiroti Saichu HEP 26 MW
2. Saichu HEP 58 MW
3. Saichu Sach Khas HEP 117 MW

H) PROJECTS OF NATIONALIMPORTANCE (340 MW)
Following 2 number Projects of National Importance are underimplementation by HPPCL:-

(i) RENUKAJIDAMPROJECT (40 MW):

The acquisition process for 1988.27 ha land proposed to be acquired/diverted for construction of Renukaji Dam
Project is in progress. The awards for Private land measuring 954.27 ha was announced and a sum of Rs.146.04 crore
was disbursed to the landowners for acquiring 389.47 ha land before October, 2016. Further, Director (CADWM),
MoWR, GOI vide letter dated 03-10-2016 released an amount of Rs.446.96 crore to the State Govt, for the land
acquisition. All the money has been totally exhausted and additional liability has arisen on HPPCL on account of
enhanced compensation dueto the verdicts delivered by the various courts.

Therefore, HPPCL requested additional Rs. 316.02 Crore from Gol on urgent basis. Gol denied the request on the
groundsthatfunds cannotbe released without settling all the clearances.

Environment Clearance accorded on 23-10-2009. The validity of EC is for 10 years i.e upto 23.10.2019. In a recent
meeting held on 20.08.2019, MoEFF & CC has agreed to extend the Environment Clearance (EC) for further 3 years.

Forest Clearance accorded on 15.02.2015. The validity of FC is for 5 years. i.e upto 15.02.2020. Now, it has been
extended by 2 years by MoEF & CC.

CWC hasfinalized revised cost estimate of the project on Oct, 2018 Price Level for a total amount of Rs.6946.99 Crore.
(Earlier it was approved on March, 2015 Price Level for total amount of Rs.4596.76 Crore.) TAC has also accepted the
revised cost estimateinits 143rd meetingon 9.12.2019. However, the LADF amounti.e Rs.104.20 Crore has not been
includedin the total cost of the project. HPPCL is pursuing the matter with Gol through GoHP.

Cost Apportionment into two components i.e Water Supply Component (Rs.6647.46 Crore and Power Component
Rs.299.53 Crore) has been worked out by CWC.

For Forest Clearance (Stage-Il), Rs.577.62 Crore is required to be deposited in state CAMPA account. Gol will bear this
cost once investment clearance to the project is accorded and consequent approval from Cabinet Committee on
Economic Affairs (CCEA) is granted. Investment Clearance proposal has been submitted to CWC on 01.01.2020 and
CWChasfurtherrecommended itto MoJSon 11.03.2020forapproval.

Interstate Agreement has been signed by all the beneficiary stateson 11.01.2019.
Benefit Cost Ratio (2.82:1) & Power Tariff (Rs. 3.51/KwH) has been approved by CWC.

After Investment Clearance the project proposal shall be put up before Cabinet Committee on Economic Affairs
(CCEA) forapproval.The central grant of funds will start thereafter.

(ii) GYSPADAM PROJECT (300 MW):

Project was declared as “National Project” by MoWR, Gol on 26.02.09. MoU was signed between CWC & HPPCL on
23.03.12 for funding cost of DPR preparation including survey, investigation works from Central Assistance Scheme.
MoWR released Rs.5.00 Crore out of total agreed amount of Rs.12.50 Crore. Revised MoU was signed on 15.07.14 for
extending the validity of same.

Contract forinvestigation of project & DPR preparation was awarded to M/s Scot Wilson India Ltd for total amount of
Rs.9.423 Crore on 09.09.10. HPPCL had posted DGM level officer with adequate staff for carrying out investigation
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J)

works. However, no activities were allowed by local people. Efforts were also made to carry out investigation under
police protection; however, local peoplein huge numbers did not allow same. HPPCL has incurred an expenditure of
Rs.10.62 Crore on works, however, due to such impasse, office was closed on 30.09.2016.

After dam construction, 74 families with total population of 365 are likely to get displaced. Local people are
opposing project on the grounds of relocation & their fear that entire ecology of Chenab Valley will be harmed.

MD, HPPCL have visited project site on two occasions and held meetings with district administration & local people
including elected representatives. The last visit was made from 17.07.17 to 19.07.17; however, no headway could be
made. In order to allay the fear/apprehensions of the local populace on the environmental concerns, the Addl. Chief
Secretary (MPP & Power), GoHP, vide D.O Note dated 2nd August, 2017 took up the matter with the Secretary,
Ministry of Environment, Forest & Climate Change, Gol for carrying outa comprehensive Cumulative Environment
Impact Assessment Study (CEIA) for the Chenab Basin. The study has been carried out by MoEF & CC.The consultancy
agencyi.e.Scott Wilson has been notified regarding termination of the contract.

As perthe decision taken in the meeting dated 17.10.2019, chaired by the worthy Chief Secretary, GoHP with Deputy
Commissioner and SP Lahaul Spiti, it has been decided that HPPCL will start the work and seek help of District
Administration whenever required. HPPCL isin the process of awarding tenders of the investigation works.

SOLARPOWERDEVELOPMENT

Berra Dol Solar Power Project:

H.P. Power Corporation Ltd. envisaged setting up of 5 MWac Solar PV (Photo Voltaic) Grid Interactive Power Plant at
Berra Dol, Near SriNaina Devi Ji Shrine, District Bilaspur, Himachal Pradesh.

Inits 45th meeting, BoD of HPPCL approved to execute Berra Dol Solar Power Project (5 MW) in single stage.

Approval under Forest Conservation Act. for diversion of 12.86 hectare forest land for Berra Dol Solar Project, Bilaspur
(H.P) was obtained from MoEF & CC, Govt. of India. Also, Defence Clearance for the project was obtained from
Ministry of Defence.

Power Purchase agreement was signed with HPSEBL on 31.03.2017.
Project was successfully synchronized with HPSEBL's 33/11 kV Networkon 07.12.2018.

The COD of the project has been declared w.e.f. 04.01.2019 and the energy generated from the project is being sold
toHPSEBL atRs.4.31 per unit.

Aghlor Solar Power Project:
Himachal Pradesh Power Corporation also intends to set up a+£10 MW Solar Power Plant at Aghlorin Distt. Una.
Detailed Project Report for Aghlor SPP has been prepared.

However, as per communication received from DC, Una; General Manager (Industries) has signed MoU with M/s
Suvidha Solar Park overthe sameland.

Matter regarding the Status of Land is being pursued with Industries Department.

THERMAL PROJECT (500 MW)

Himachal EMTA Power Limited (HEPL), 50:50 joint venture Company of Himachal Pradesh Power Corporation Ltd.
(HPPCL) was incorporated on 9th January, 2007 to set up a coal based Pit head Thermal Power Plant (2X250MW) at
Raniganj, Distt. Burdwan, West Bengal. Ministry of Coal, Govt. of India, vide its letter dated 10.07.2009 allocated
Gourangdih ABC Coal Block for captive use jointly to HEPL and JSW Steel Ltd. on equal sharing basis (50:50), resulting
into the formation of another joint venture company, named Gourangdih Coal Limited (Joint Venture of HEPL and
JSW Steel Ltd.).

However, as per the recommendations of Inter Ministerial Group, the Ministry of Coal, Government of India, de-
allocated the Gourangdih ABC coal Block. Subsequently, Hon'ble Supreme Court on 24.09.2014 ordered that the
allotment of Coal blocks made by the Screening Committee of the Government of India through the Government
dispensation route are arbitrary and illegal, resulting in de-allocation of Gourangdih ABC Coal Block allotted jointly
toM/sHEPLand M/s JSW Steel Ltd.

JSW Steel Limited filed writ petition at Delhi High Court challenging the show cause notice served by the Ministry of
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Coal regarding revoking of Rs. 6.67 Crore from the Bank Guarantee (BG) of Rs.17.08 Crore, submitted by Gourangdih
Coal Limited (GCL) as per the terms of coal block allocation letter, and requested to reduce the amount of BG to
Rs.6.67 Crore from Rs.17.08 Crore, till the final verdict is pronounced. In this regard, Hon'ble Court directed GCL to
submitarevised BG of Rs.6.67 Crore to Ministry of Coal. On submission of the revised BG, GCL will be discharged from
the liability under the earlier furnished BG of Rs.17.08 Crore. The pending matters/ issues of M/s HEPL and M/s GCL
aresummarized asunder:

a)

b)

<)

d)

CBI Court Case related matter: On reference of Central Vigilance Commission, CBI registered the case on
07.08.2014 against officials of Ministry of Coal, Private Companies, M/s HEPL, Promoter/ Directors of M/s HEPL,
Members of the 35th Screening Committee and other unknown persons. HEPL vide Board Resolution no.
02/2016 dated 02.03.2016 authorized Sh. Bikash Mukherjee, Director, HEPL, to present the case before the
Hon'ble Court. Further, in accordance with the decisions taken in the meeting held under the chairmanship of Pr.
Secretary (MPP & Power) on 11.06.2019 and in BoD meeting of HPPCL dated 03.12.2019, the issue of appointment
of Advocate to safeguard the interest of the State Govt./ HPPCL and its officers has been referred to the State Govt.
on 04.03.2020.

Income tax related matter: IncomeTax (IT) Department vide Assessment Order dated 24.08.2017, determined a
sum of Rs. 2,52,780/- payable by HEPL for AY 2015-16. HEPL filed appeal against the said orderin CITon 12.10.2017
and submitted 20% of the demand amount i.e. Rs. 50,556/- with the IT Department. However, Income Tax
Commissioner vide order dated 29.03.2019 dismissed the appeal of HEPL and upheld the assessment order dated
24.08.2017. HEPL vide letter dated 15.05.2019 opined to deposit the demand amount with the Income Tax
Department, as the amount involved is less and HEPL has made losses with no income tax liability in FY 2015-16,
2016-17 &2017-18. Accordingly, HEPL sought 50% contribution (towards 50 % share) from HPPCL. As per opinion
of HEPL and its balance sheet (as on 31.03.2018, Rs. 12,41,076/- and Rs. 1,33,780/- in the fixed deposit bank
account and current account, respectively), HPPCL requested HEPL to deposit the same from its Bank accounts
only. However, HEPL intimated that its Fixed deposit and Current Account Balance have been attached by
Enforcement Directorate vide their Provisional Attachment Order No.03/2017 dated 29.12.2017 and the matter is
pending in Hon'ble Supreme Court. In this regard, HPPCL's Finance wing opined that HEPL may write/ apprise the
IT Authorities regarding attachment of its accounts. HEPL vide letter dated 27.01.2020 apprised the matter to IT
Authorities and requested to not take any action to recover the demand till the decision of the court. Response
from IT Authorities is awaited.

Encashment of HEPL's BG by PGCIL: For evacuation of power from its Thermal Power Plant, HEPL vide
application dated 4th July, 2011 requested PGCIL for grant of connectivity & Long Term Access and submitted a
Bank Guarantee (BG) amounting to Rs. 50 Lakhs. In view of de-allocation, HEPL vide letter dated 18.06.2015
informed PGCIL about its decision to abandon the project and requested to release the BG. However, PGCIL
encashed the said BG. In this regard, Adv. Lalit Kumar Sharma opined HPPCL; to file petition U/s 79 (1) (c) of
Electricity Act before CERC, New Delhi. The said opinion of Advocate was intimated to HEPL vide letter dated
07.02.2020 with a request to place the same before the BoD of HEPL for directions on the future course of action.
HEPL vide letter dated 06.03.2020 confirmed to place the same before BoD of HEPL in its next meeting and
proposed to again request PGCIL to reconsider its decision and submitted a draft letter, in this regard, for vetting.
HPPCL vide letter dated 29.05.2020 accepted the said proposal of HEPL and forwarded the vetted draft letter to
HEPL for further necessary action.

Compensation received from Ministry of Coal (MOC): Ministry of Coal (MoC), Govt. of India, vide letter dated
28.03.2017 approved the Compensation of Rs. 4,78,81,951/- (out of the total claimed amount of Rs. 4,90,21,071/-)
in favour of M/s Gourangdih Coal Limited (GCL), in the capacity of joint prior allottee, for the expenditure incurred
towards cost of Geological Report. However, in the said letter the expenditure incurred towards cost of consents,
amounting to Rs. 11,39,120/-, was considered as 'Nil'. Necessary clarification, in this regard, has been sought from
MoC and reply on the same is still awaited. The above amount of Rs.4,78,81,951/- has been received to M/s GCL,
out of which anamount of Rs. 1,19,70,488/- (i.e. 25% of the total amount) is payable to HPPCL in proportion to its
equity participation. In this regard, Board of Directors of M/s GCL in its meeting dated 24.07.2017 has observed
that: “.. all the financial needs of the company had been met by the co-promoters i.e. HEPL and JSW in equal
proportion, including the aforesaid expenses towards procurement of Geological Report of Gourangdih ABC Coal
block and Cost of Consents for operationalisation of the said coal block. Barring a small amount, all such funding had
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been in the nature of 'Contribution towards Equity Shares, therefore, the compensation amount cannot be utilised by
the Company for paying back the funding of co-promoters except in case of winding up of the Company, in accordance
with the statute”

K) URNITUNNEL

*

Detailed Project Report of road tunnel under Urni Dhank in Kinnaur District, H.P prepared in-house by HPPCL and
submitted to the Addl. Chief Secretary (MPP & Power), GoHP & Addl. Chief Secretary (PW), GoHP vide letter dated
12.12.2016. The work of preparation of Detailed Project Report was entrusted to HPPCL as per the meeting held
under the chairmanship of the Chief Secretary, GoHP regarding Urni Dhank Land slide on dated 2nd July, 2016.
Construction of Urni Dhank traffic tunnel will provide permanent solution for the smooth and uninterrupted
movement of traffic throughout the year on NH-5. A meeting was held in the chamber of the Special Secretary
(Power) to Govt. of Himachal Pradesh, on 22nd March 2017, for discussing the issues relating to the proposal for
construction of Traffic Tunnel under Urni Dhank. It was emphasized to engage blasting experts from CIMFR,
Dhanbad or NIRM to assess the suitability of the proposed layout of Traffic Tunnel vis-a-vis existing structures i.e. Silt
Flushing Tunnel (SFT) and Head Race Tunnel (HRT) of Karchham Wangtoo HEP (1000 MW).

It was decided that HPPCL shall take up the matter regarding engaging the blasting expert from CIMFR, Dhanbad or
NIRM for the proposed study and the charges on this account shall be borne by HPPWD. Engineer-in-Chief cum Chief
Engineer (NH) HPPWD informed that the DPR of Traffic Tunnel under Urni Dhank Slide needs to be submitted to the
Ministry of Surface Transport.

Accordingly, mater was taken up with CIMFR, Dhanbad and probable expenditure incurred for Rs.48,64,500 was sent
to HPPWD for approval vide letter dated 06-05-2017.The Superintending Engineer (NH) HPPWD, Shimla-4 intimated
that the amount will be provided to HPPCL when actual execution will take place and after approval of DPR from
MoRT&H.

In response to above, HPPCL vide letter dated 30-12-2017 again explained to HPPWD that at the first instance, the
blasting expert needs to be engaged to assess the suitability of the proposed layout vis-a-vis existing structures
before starting execution of the traffic tunnel and all possible precautions/ measures required for safety of existing
structures as suggested by blasting expert shall accordingly be incorporated in tender document. Therefore, the
above said required amount may be deposited in two phasesi.e. Rs.828000/- in the first phase as required by CIMFR,
Dhanbad and the remainingamount laterin the second phase. HPPWD is yet to reply on the matter.

HUMAN RESOURCES:

A) HUMAN RESOURCES:

Your company has adopted CPSU based improved organizational structure with the three broad categories of staff,
like Executives, Supervisorsand Workmen in different level and cluster.

The total manpower on the rolls (Direct recruits and Absorbed employees) is indicated in table below. The strength
of HPSEBL/HP Govt. employees on deputation/secondment as on date is 337, 271 and 237 respectively, which is in
additiontothese figures foryear2017-18,2018-19and 2019-2020 respectively.

i) Number of Employees and representation of Women Employees:-

Date & Year Employees No. of Percentage of over-all
Aie SESe ason 31.03.2017 Women Employees staff strength
309 42

31.03.2018 13.60%
31.03.2019 310 42 13.50%
31.03.2020 335 42 12.50%

Welfare Measures for Female Employees:-
Steps taken for the welfare of Female employees

a) Maternity leave are provide to female employees as per the provisions of Maternity Benefitact,1961.
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b) Internal Complaints committee has been constituted to handle the grievances/complaints related to sexual
harassment reported by female employees.

¢) Women employees have the option to declare their parents/Parents in law as their dependents for availing the
benefit of Company Medical Benefit rules.

ii) Representation of Persons with Disabilityis asunder:-

Date & Year Employees Now of Phyuically Parcernitaga of over-al|
2101 31.03.2037 Challenged Employeas staff strength
31032018 304 o7 ¥5 ]
11032019 310 o7 2
31,03.2020 335 b7 29

Welfare Measures for persons with disabilities:-

Steps taken for the welfare of persons with disabilities

a) Grievance Redressal Officers has been nominated to handle the grievances of PwD's.

b) HPPCLis providing reservation to these categories as per the Polcy prevailingin the State of H.P.

iii) Representation of SC/ST/OBCEmployeesis as under:-

Do | o e | & [

31632018 309 54 17 17 B 43 | 4l
03018 310 B w17 &m 18 1%
31,02.2020 335 50 T 18 e 19 12%

HPPCL is taking care of socio economic development of weaker section of the society which includes SC,ST and
OBC's. HPPCL is providing reservation to these categories as per the Policy prevailing in the state of HP. This policy is
also applicable for SC/ST/OBC candidates while considering there candidature for promotion. Representation of
SC/ST/OBC memberin committee constituted for promotion of employees.

iv) Recruitment

With reference to achieve the tasks and targets as laid down by the Corporation for each division, the manpower
requirement for the financial year both in qualitative and quantitative terms was met by initiating the process to fill
up the various posts of different categories through secondment from HPSEBL/ other HP PSUs. Also direct
recruitment from HP Public Service Commission, Shimla and HP Staff Selection Commission, Hamirpur alongwith
other agencies viz. HP Ex-servicemen Cell/Department of Social Justice and Department of Youth & Sports.
Accordingly, out of the requisitioned vacancies, the following categories of posts stand filled up:

S Mo, Post Fllled fn 2017-18 | Filled In 2018-19 | Fllled In 2019-20
i Assistant Engineer (Electricl] - - ig
2 Assistant Engineen i€l - - 7
- Asshitant Ol (Finahea] - - 1
4 Astistant Ofleer (RERY . - -
5 Junior Engineet (Electrical) | . -
6 Junkar Officar (PEAI ~ 3 .
7 Elaetritlan = - 2
TOTAL 1 3 29
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B) TRAINING:

HPPCL is a technical and professional organization, undergoing a rapid transformation due to technological and
managerial advancements/practices. To be abreast with the pace, HPPCL as per the requirement has formulated its
own 'Training Policy' for its employees. The training provided to employees keeps them motivated and upgrades
their skills timely. HPPCL training program includes in-house trainings, seminars, conventions, workshops,
symposiums, presentations, exposure visits, training/certificate courses or any other structured learning or
developmental programme based on organizational needs. As per this policy, efforts are afoot that all categories of
employeesare being trained in one or the other way every year, irrespective of their level.

During the year, the figures tabulated below shows at a glance the number of personnel sponsored/are to be
sponsored by the HPPCL to undergo trainings and participate in various conferences/ workshops and seminars:-

Capsaty Building

ob Kefforn 155 201718 2018-19 201520
'J'I' i
Sipe [ av | mC | av (DN i |
Extarnal Traimnas 116 137 55 129 137 5%
In-HaluaTmiangs N 300 a0 100 195 290 100
Canachy osof
Bullding Mumber of Seminan emgl 3 2 0 0 b 0
i — oyens = :
Expostire Visit (Abroad] 2 1 T 0 g w0
Exposure Visit (Indial 53 54 0 (i} 54 0
TOTAL =1 4593 15_5 324 463 155

P*-Proposed, A*-Achieved

Apart from this, HPPCL also understands its social role in the society. Keeping this in view, a specific number of
technical/management students from different universities/colleges/institutes are allowed to undergo Industrial
Training in the organization for 2-6 months free of cost. The detail of total students allowed to take vocational
training during 2017-18,2018-19&2019-20 at various offices and Projects sites of HPPCL.

C) INDUSTRIAL RELATIONS

HPPCL's Management strives hard to address the industrial relation issues, well in time. In order to accomplish goals
and objectives of organization and to maintain healthy Industrial relations, HPPCL is adhering to all relevant Central,
State Acts and Rules framed there-under, particularly, relating to industrial & labour legislations applicable to all its
HEPs. HPPCL also issues general instructions, time to time, to all its privately engaged Company Contractors and
Outsourced Manpower's Contractors to abide by these laws and to keep the labour unrest at bay. HPPCL strives hard
to ensure that, out of its total manpower whether on rolls of its own or on the rolls of its Contractors, must constitute
atleast80% of Himachalipeopleinitas per Prevalent Policy in State of Himachal Pradesh.

D) EMPLOYEEWELFARE

The Recreational, Cultural and Sports functions on different occasions were also organized and as a result in a better
cordial relations between management and employees. The Corporation also takes care of its employees' medical
attendance. HPPCL has a policy in place for empanelment of private medical doctors for routine checkup of its
employees. Medical camps are organized on various occasions to check the employees health. Further Raising Day
is organized on 18th December every year with great fervor and joy and employees and their family members are
felicitated during the event.

5. CORPORATE SOCIALRESPONSIBILITY INITIATIVESTAKEN DURINGTHEYEAR
As per the provision envisaged in the Companies Act, 2013, HPPCL has formulated Corporate Social Responsibility
(CSR) Policy. In accordance with the said Act, CSR Committee has also been constituted. The Committee in its
meeting held on 9th August, 2018 decided and recommended that the Company is not required to spend any fund
towards CSR as the earnings of HPPCL are not to the extent of falling within the ambit of CSR obligations. Since, there
are no profits during preceding three years, so the provisions of the Act are not applicable.
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The above recommendations of the CSR Committee were approved by the Board of Directors with the directions to
incorporate these recommendations in the Board Report for the financial year 2017-18. Therefore, the policy would
beimplemented as per the requirement of the Act.

Therequisite Performain respect of Corporate Social Responsibility is attached as Annexure-A.

ENVIRONMENT

Environmental Safeguards for protecting Environment are always given top priority by H.P. Power Corporation Ltd.in
its working. HPPCL always ensure proper/adequate compliance towards the stipulations provisioned under
Environment Clearance (EC) and Forest Clearance (FC) accorded by Ministry of Environment and Forest & Climate
Change (MoEF & CC). Simultaneously HPPCL also take care of Environment, Health & Safety issues in consonance to
the parameters of International Funding Agency. Adherence to various regulations/stipulations and orders on
environmental safeguarding is the normin the organizational culture of HPPCL.

EnvironmentImpact Assessment (EIA) Reports are being prepared in each project to assess theimpact of the project.
Environment Management Plans are implemented diligently. Precautionary principles are applied right in the
planning and inception stages of various projects and areas with high bio-diversity or forming parts of protected
areas (national park, wild life sanctuary and biosphere reserve) are avoided even at the cost of foregoing power
generation potential. Ifinevitable, HPPCL goes beyond the statutory requirements to compensate the loss.

HPPCL also complies with the safeguarding guidelines of International Funding Agency. HPPCL Projects are
designed to align with Environmental Safety, Resource efficiency, Pollution Prevention & Management, Biodiversity
Conservation and Sustainable Management of Living Natural Resources & Community Health & Safety etc. By
incorporating binding conditions, HPPCL makes its Contractors also compliant with environmental safeguards and
environment management actions. HPPCL has recruited, trained and placed well qualified dedicated staff for
environmentmanagement

HPPCL has been able to get two of its hydroelectric projects [Integrated Kashang HEP Stage-|, Il & Il (195 MW) and
Sawra Kuddu HEP (111MW)] registered with UNFCCC under CDM initiatives. Both the projects have also been
validated asWCD compliant by TUV Rheinland (China) Limited.

REHABILITATION AND RESETTLEMENT

Continuing with its commitment to improve the lives of affected people compared to pre-project scenario, HPPCL
has guided its standard Resettlement and Rehabilitation (R&R) Plan which incorporate entitlements of Project
Affected Families and RR Packages with the aim to provide clarity, focus and ease of implementation. The standard
RRPlan of HPPCL is a model for the sectorin the State.

To supplement the measures of RR Plan, HPPCL has formulated and isimplementing number of R&R Schemes, which
are being implemented in consultation with affected communities in Project Affected Areas. These schemes involve
local youth, promote sports and encourage entrepreneurship. HPPCL is assisting in skills development through
providing the vocational training to the local youth in various Industrial Training Institutes and helping in education
of the wards of affected families by providing scholarships to the meritorious students.

As per HP Government policy and guidelines, contribution towards Local Area Development Fund (LADF) is being
done regularly in the concerned districts while carrying out a number of works over and above the provisions of
LADF. HPPCL would remain committed to contribute 1% of its power revenue to LADF during operation phase of its
projects, which is to be distributed to local communities in Project Affected Area as their personal income thus
making them long term stakeholder in the project. Further, in the commissioned projects, HPPCL is also providing
100 units of electricity (free) per month to the Project Affected Families.

HPPCL is not only implementing measures under its R&R Plan, but also compiling with the social standards of
international funding agencies. The Corporation is proud to be in the forefront of improved R&R measures and is
abletoaccomplish with the dedicated R&R staff recruited and trained.

ACCOUNTS

Most of the Power projects of the Corporation are in construction, survey & investigation and prefeasibility stages.
One of the Projects i.e. Integrated Kashang Stage-l (65 MW), was commissioned on 1st September 2016. During the
year another Project i.e. Sainj Hydro Electric Project (100MW) was also commissioned on 4th September 2017.
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Further Berradol Solar Power Project (5MW), was commissioned on 4th January 2019. Accordingly, commercial
operations / generation of electricity to the extent of Rs.83.36 Crore, was sold upto 31.03.2018. The PPA agreement
with HPSEBL in case of Kashang HEP, for sale of power was initially made till 31st March 2017 and later extended up to
6th May 2018. After that the Company has made arrangements to sell the power in the Indian Energy Exchange,
through PowerTrader PTCIndia Limited.

Similarly, for Sainj HEP, the arrangement has been made to sell the power in the Indian Energy Exchange, through
Tata PowerTrading Corporation Limited, with effect from 4th September2017.

PPA has been signed with HPSEB Ltd. to sell the power being generated by Berradol, Solar Power Plant (5SMW) @ of Rs.
4.31/Unit, for 25 years.

Expenditure of projects, which is related to construction of projects or incidental thereto, incurred during the period
prior to commencement of commercial operations are classified as “Capital Work in Progress which also includes
Expenditure during construction”.

Administrative and other general overhead expenses of Corporate Office and Design Wing are apportioned to all the
Projects at specified ratios. Further all such expenses of Projects under construction/survey investigation stages,
attributable to construction of fixed assets are identified and allocated on systematic basis on main (Civil & Electro-
mechanical assets), on commissioning of projects.

INTERNALCONTROLSYSTEMS

The Company has adequate internal control systems and the transactions/processes are guided by delegation of
powers, documented policies, guidelines and manuals. The Organizational Structure is well defined in terms of the
structured authority/responsibility involved ata particular hierarchy level.

In order to ensure that all checks and balances are in place and internal control systems are in order, regular internal
auditis conducted by the firms of Chartered Accountantsin close coordination with Company's Accounts Wing.

DIVIDEND
Since the Company has not earned any profit during the Financial Year 2017-18, therefore, the information is nil.

RESERVES

The Renukaji Dam Hydro Electric project and Gyspa Dam project are being implemented by HPPCL as National
Projects and are fully funded by the Government of India and Governments of beneficiary States. The contributions
received for Renukaji Dam project from Delhi Jal Board and Haryana Government aggregating is Rs. 68680.00 Lakh
and for Gyspa Dam project from CWC Rs. 500.00 Lakh. The total amount received, has been treated as Capital
Reserve (Net of depreciation) i.e. Rs.69542.00 Lakh. In case of Gyspa HEP, the expenditure incurred by HPPCL (Net of
Depreciation) has also been treated as Capital Reserve, overand above Rs. 500.00 Lakh, received from CWC.

CHANGEINTHE NATURE OF BUSINESS, IF ANY.
Theinformationis NIL please.

MATERIAL CHANGES AND COMMITMENTS, IF ANY, AFFECTING THE FINANCIAL POSITION OF
THE COMPANY WHICH HAVE OCCURRED BETWEEN THE END OF THE FINANCIAL YEAR OF THE
COMPANY TO WHICH THE FINANCIAL STATEMENTS RELATE AND THE DATE OF THE REPORT:
Integrated Kashang Hydro Electric Project Stage-I (Unit-Il - 65 MW) was commissioned on 01.09.2016. Also, Units 1l
& | of Integrated Kashang HEP (195 MW) were commissioned on 03.03.2017 & 31.03.2017. The power of Kashang
HEP was initially sold to HPSEBL till 06.05.2018 and thereafter it is being sold on Indian Energy Exchange through
power traders and accordingly the project has generated 573.63 MU up to 15.06.2020 and Rs. 121.35 Crore till
15.06.2020 of revenue has been generated.

Sainj HEP (100MW-Unit | & I) was commissioned on 04.09.2017.The power of Sainj HEP was sold on Indian energy
exchange through power traders and accordingly has generated 978.54 MU upto 15.06.2020. Revenue of Rs. 284.94
Crore has been generated.

Further Berradol Solar Power Project (5MW), was commissioned on 4th January, 2019 and has generated 12.01 MU
till 14.06.2020 and Rs.5.77 crore of revenue has been earned.
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SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE REGULATORS OR COURTS OR
TRIBUNALS IMPACTING THE GOING CONCERN STATUS AND COMPANY'S OPERATIONS

1. Renuka Ji Dam Project: Judgment for 7 Nos. Land reference cases was awarded by the Ld. District Judge at
Nahan during the year 2016-17. These cases are further appealed before the Hon'ble High Court. A sum of
Rs.165.95 Crore has been deposited in the registry of the Hon'ble High Court on account of enhanced amount of
compensation awarded by the reference court in respect of Renuka Ji Dam Project from 01-04-2016 to date. A
sum of Rs.64.54 Crore is yet to be deposited in the Hon'ble High Court of H.P.

2. Swara Kuddu HEP: A sum of Rs. 121.25 Crore has been deposited in the Registry of Hon'ble High Court on
account of enhanced amount of compensation awarded by the reference court in respect of Sawra Kuddu HEP
from 01-04-2016to date. A sum of Rs.2.64 Croreis yet to be deposited in the Hon'ble High Court of H.P.

3. The detail of order passed by respective Courts & Status of cases pending before respective Hon'ble
Courts/Tribunal/Arbitration in respect of Sawra Kuddu HEP(11 TMW) & Shongtong Karcham HEP is placed as
Annexure-B.

4. A sum of Rs.36.18 Lakh has been deposited in the registry of Hon'ble High Court on account of enhanced

amount of compensation awarded by the reference Courtin respect of Sainj HEP from 01-04-2016 to date. A sum
ofRs.5.00 Lakh approx.is yet to be deposited in the Hon'ble High Court of H.P.

SUBSIDIARY/JOINTVENTURES/ASSOCIATE COMPANIES

The Company has a Joint Venture Company named Himachal EMTA Power Limited with 50:50 partnership with
Emta Coal Limited (HEPL) and has made an investment of Rs.398.00 Lacs in its equity, for setting up (2x250 MW)
thermal power plant at Raniganj, West Bengal. Further, Himachal EMTA Power Limited has also incorporated a
Company named Gourandgih Coal Limited with 50:50 partnership with JSW Limited.

PERFORMANCE AND FINANCIAL POSITION OF EACH OF THE SUBSIDIARIES, ASSOCIATES &
JOINT VENTURE COMPANIES INCLUDED IN THE CONSOLIDATED FINANCIAL STATEMENT.

The Corporation has made an investment in Himachal EMTA Power Limited of Rs. 3.98 Crore (Rs. 3.38 Crore Equity
Shares & 0.60 Crore Share application money pending allotment). Further the Annual Accounts of Himachal EMTA
Power Limited have been consolidated with the Annual Accounts of HPPCL. The consolidated Annual Accounts
alongwith the Auditors' Report are annexed for the financial year 2017-18.

DEPOSITS
The Company has not accepted deposits. Hence the information is nil.

AUDITORS'REPORT AND COMMENTS OF CAGOFINDIA

M/S Anil Karol & Company, Chartered Accountants were appointed as the Statutory Auditors of the Company for
the financial year ended on 31st March, 2018 by the Comptroller & Auditor General of India. The Auditors have
audited theaccountsand submitted their reporton 07.02.2020, which isannexed to the Annual Accounts.

Also, the A.G., H.P.has conducted audit of the Annual accounts for the FY 2017-18 and the comments of CAG of India
have been received on 21.09.2020, which are also annexed. The replies to the comments of CAG of India are also
annexed tothe Annualaccounts.

SHARE CAPITAL

The Authorized Share Capital (ASC) of the Corpration as on 31.03.2018 was Rs. 2000.00 Crore (Two thousand crore
only). However the same was increased to Rs. 2500 crore during the F.Y. 2018-19 i.e. on 28.11.2018. The issued,
subscribed & paid up capital of the Company as on 31.03.2018 was Rs. 1845.56 Crore and Share Application money
pending allotment/allocation was Rs. 10.00 Crore. As on date, the Paid Share Capital of the Corporation is Rs.
2182.76 Crore.

EXTRACTOFTHEANNUALRETURN
The information pursuant to Section 92(3) of the Companies Act, 2013 and Rule 12(1) of the Companies
(Managementand Administration) Rules, 2014 is appended hereunder in Form MGT-9 as Annexure-C.
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21. THE CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION, FOREIGN EXCHANGE
EARNINGS AND OUTGO AS PER RULE 8 OF THE COMPANIES (ACCOUNTS) RULES, 2014
a) Conservation of Energy

The Company does not consume renewable energy in its projects or offices except for energy generated from
small Hydro Electric Projects having capacity upto 5SMW.

b) Foreign Exchange Earningand Out-Go
Payments in foreign currency are made to the Contractors against their bills. These are recorded on rates
prevailing on date of payment.

Foreign Exchange Paymentduring 2017-18:

. EURO 395153.30
Lahmeyer International (STK HEP) INR 31320494.73
EURO 97883.00
INR 7907435.00

Andritz Hydro (IK HEP)
CHF 30578.00
INR 2135231.00

c¢) Technology Absorption
Thisinformation can be treated as Nil

22. DISCLOSURE:

A. Disclosures underind.As 10,”Events After Reporting Period”:i.e. aftertheF.Y.2017-18:

1. The Paid-up Share Capital of the Company as on 31st March, 2018 was Rs. 1845.56 crore. The Govt. of Himachal
Pradesh had released funds for a sum of Rs. 10.00 crore (Rs. Ten crore ) only on 29.03.2018 and for a sum of Rs.
20.00 crore (Rs. Twenty crore) only on 09.05.2018 on account of equity contribution in the Corporation. The
Sharesworth Rs. 10 crore could not beissued in the financial year 2017-18 as the Board meeting was held only on
30.06.2018. As the Board approval for issue of Shares is mandatory, the Shares for worth Rs. 30 crore were
allotted in the 65th Meeting of BoD held on 30th June, 2018 in favour of the Governor of H.P. It is, also submitted
that pending approval, adoption and filing of Annual Accounts for the FY 2017-18 and 2018-19, the Form-INC-
22(A) could not be filed and the Corporation has become “Active Non-Compliant”w.e.f. 16th June 2019, and till
such time the Corporation becomes Compliant, the Return of Allotment of Shares is not being accepted by the
MCA system. The Authorized Share Capital of the Company as on 31.03.2018 was Rs. 2000 crore, which was
enhanced to a sum of Rs. 2500 crore with the prior approval of the State Government and subsequently by the
Shareholders in the Annual General Meeting held on 28.11.2018. Since the Company had become 'Non
Compliant, the Return of Allotment of Shares worth Rs. 167.20 lakh could not be filed with the Registrar of
Companies, Ministry of Corporate Affairs. However, the Shares were issued to the Governor of Himachal Pradesh
through ACS/Pr. Secretary (MPP & Power) to GoHP, for the funds received from the State Government against
Equity as per details given below:

ENo. Date of Allptrivent Amoun of Shares
1 00823019 74,25,00,000.00

2 03122019 49.50,00,400.00
3 20,03.2020 41,25,00,000,00
4 05082000 2,20,00,000.(0
TOTAL 167,20,00,000,00

Hence the Paid Share Capital of the Corporation ason dateis Rs. 2182,76,33,000.00.
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2. The Civil and Hydro-Mechanical Works of Shangtong-Karchham HEP (450 MW) were awarded to M/S Patel
Engineering Ltd as on 30.06.2012 for INR 1019,57,39,926/- and USD 2802999.68. But later on the issue of
dumping of muck arised and a new site about 19 KM from project was finalized. Financial implication of cost of
dumping was estimated to be Rs. 37,97,57,130/- +GST. Accordingly the cost of contract was increased by Rs.
37.97 croreinJune 2018.

3. In case of Renukaji HEP, Corporation had requested the Government of India for additional amount of Rs.
31,602 lacs, to be deposited with the Courts on urgent basis. The Gol has denied the request, with the condition
that funds can only be granted after settling of all the clearances. However it is brought out here that the
Investment Clearance to the project has been obtained on 07th August 2020. Now only the CCEA approvalis the
only approval left, which is expected by December, 2020. Further UYRB has also directed all the participating
statesto deposit their respective share money with HPPCL, but till date no contribution has been received.

4.The Company has granted Extension of Time (EOT) of the Shongtong HEP for Civil Works till 31st March 2024,
with no delay Damages in the 68th Board Meeting held on 24th April 2019. This being Interim / Provisional
Extension of Time, hence no delay damages have yet been determined and levied, However, while considering
thefinal EoT, Liquidated Damages, ifany, shall be levied.

B.OtherDisclosures

1.Compliance to Indian Accounting Standard (Ind. AS) 107: Financial Instruments Disclosure
As the borrowings of the Corporation are on fixed rate basis, hence are not subjected to Interest Rate Risk.
Therefore, the requirement of compliance toInd. AS 107 does not arise.

2. Compliance to Indian Accounting Standard (Ind. AS) 37: Provisions, Contingent Liabilities and Contingent
Assets:

The provisions related to contingent liabilities and contingent assets upto the date when the accounts were
placed in the BoD Meeting has been made in the Notes to Accounts. No Disclosures of Provisions of Contingent
Liabilities and Contingent Assets, after the accounts were approved by the BOD and till the date of finalisation of
Audit Report by the Auditor has been given in the Financial Statements, as the amount involved was not
ascertainable.

3.The Corporation, being 'Non Compliant' due to pending approval, adoption and filing of Annual Accounts for
the FY 2017-18 and 2018-19, the appointments of Directors other than the Managing Director after 16th June,
2019 could not be filed with the Ministry of Corporate Affairs, Govt. of India as have been notified by the State
Govt. from time to time. Hence the Company Master Data indicating the details of Directors is incomplete and
the name(s) of Sh. Anil Kumar Khachi, IAS, Chief Secretary to Govt. of Himachal Pradesh as Chairperson, Sh. Ram
Subhag Singh, IAS, ACS (MPP & Power) to GoHP as Nominee Director and Er. Shashi Kant Joshi as Director
(Electrical) are not appearing on the Company Master Data. The updation of Directors shall immediately be
carried out after the Company becomes Compliant.

4.The approved borrowing limit of the Company as on date is Rs.3500 crore and the amount raised as loans/CC
limit including interest has crossed the borrowing limit. The case for enhancement of borrowing limit from Rs.
3500 crore to Rs. 5000 crore was referred to the State Govt. worth the prior approval of the Board of Directors, but
the State Government have asked to maintain the status—quo.

23. DIRECTORS:
(A) The Board of Directors

1.1 Size oftheBoard

HPPCL is a Government Company within the meaning of the Companies Act. The present Share-holding is
being contributed by the Government of Himachal Pradesh, H.P. Infrastructure Development Board (HPIDB) and
Himachal Pradesh State Electricity Board Limited (HPSEBL). The power to appoint the Directors vests with the
Government of H.P. The approved strength of the Board of Directors is maximum 9 and minimum 3 . These
numbersinclude Whole-Time (Functional), Part-Time (Nominee) Directors and the Managing Director.

1.2 Composition & Tenure of the Board
Ason 31.03.2018, the Board was comprised of seven (7) Members, consisting of four (4) Whole-Time (Functional)
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Directors including Managing Director and three (3) Part-Time (Nominee) Directors representing the Govt. of
Himachal Pradesh.

1.3 Board Meetings

The Board Meetings are held at Shimla to facilitate full participation of Directors. During the FY 2017-18, five (5)
Board Meetings have been held and most of the Directors have attended these meetings. These meetings have
been held on 4th May, 2017, 26th August, 2017, 28th September, 2017, 15th December, 2017 and 20th March,
2018.

1.4 Corporate Governance

HPPCL continuously strive to bring the best practices expected from us by all the stakeholders in the conduct of
our business. The Company is a Private Limited and unlisted Company and it is our endeavour to adhere to the
Govt. policies, guidelines etc. and the applicable provisions of the Companies Act, 2013.

PARTICULARS OF THE PERSONS WHO ARE/WERE DIRECTORS/SECRETARY OF THE COMPANY AS ONTHE CLOSURE
OFFINANCIALYEAR(2017-18)

Date of Dists af Farm i-ffﬂ. sallpn
Ll Nedrass Bitth | Appotttment l-l‘::; Itﬂu::: al
T — HiauseNs.02; Ol Brackhiirse, In podltion as
- A Opposite Kalrs Regency, 23081958 30022017 Chalrean
- Shimla- 171002 HP (Epea| o 30920 18
Hule Np17, Type-6, 'Jr_*mmﬂipnn-
2 OiShrlkant Baldl IAS  Govt.Officers Calony, Méhll  12)2:4958 2507301 ?:}'?;ﬂtﬂgf
Kasumgptl, Shimla-171009HP Keanall o 14 05 20001
House No.3, Type-Vl, In position as
5 Stlfam s Officers Colahy, Kasumptl, OSI21962  Fe022MT Nomines
D, RS o Director
Shimla 171000 HP Eoemiton AT
| e, SNARTYRES, ~ lnpositionas
4, ShoDevesh Kumar, 185 Kasumpth, Shimls UibaniT), 0L073974 1043017 Managing
Shimka-171009 HP Director
= In prosition as
5. Sh. Maboxh Slrkek g:ﬁ:ﬁ:ﬁ;ﬁ:ﬁaj p  2BDLI9AG 19042017 Whale Time
i ~ ' Tir=ctar
o . 126, PO Sundurnagar-1, - - In pasition as
6 Sh.Dharamsingh  Telsil Sundesnagar, Thilla, 11081061 00032018 Whale Tims
Thakur Mantll-1734(1 HP Dlirector
; , Ny Eresithent 2
7. SH Mearsj Kumar. HAS ;f’;;"gfﬁ." ﬁﬁ?g’;ﬁ ogez | V1081971 2610.2015 Wihale Time
RS E Director
St A-A495.SectarV, In pasiion as
g Shsadeshankumar  gs o New Shimi. 01057964 07082008 Company

STaroi Shifnla-1 71000, HP | Secrotary
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PARTICULARS OF CHANGE IN THE PERSONS WHO ARE/WERE DIRECTORS/SECRETARY OF THE COMPANY DURING
THEFINANCIALYEAR(2017-18)

Date of Dats af [hwiails af
il Addrase Birth Appoititiment ﬂacp:l:.:ﬁi:,i.
- Hiouse Nurtibser 1) Typa Vi, Cealiiel s
i ?,:ﬂ:f?g'a"ﬂ' Oficers Caldiny, Kasimptl 18 1E1059 OLOB2016E Chalipersin
: Shimla-T71009 HP- wel 3022017
2 Sh.Tapun Shiidhar, ths 13.07.1950 01102015  Nomihes Dirsctor
] uhbprﬂaﬁr mmm—mmr H* ﬂ,a#ﬁ’llﬂﬁ
_ Hisuse Nos a7 2004, Sectarly, Ceatad ay
3 smummdrn KMl it DAV Schiool NewShimla, 18071960 13092012  Maraging Director
Sharma ShimiE-171008 HP wefi 20042017
e e VG LadH), PstORIte Jalag, Ceased 35
4 g mohindersingh tetl tainglhpur, 02041857 1aok02  WholeTime
Hana District Kangra-1 76004 Hit vl 0Y.08 2077
_ 3, Kelston Estate, Coacsd 2t
5. Sh.Alay Kumar Gupta  Bharai Roacd 17011960  17:062013 Mﬁr;::lmeﬂrhr
Eh.{mIH?I'DmiL-IP- wel 31.01.2018
St Winoed | |l?ﬁﬂﬂ&ﬂlﬂ&tﬂm:&|mrﬂ. o - "lﬂpﬁu“.._ltl'-"ﬁ'...'lll-lﬁ
& Slnes Opposite Xalrs Regency, 23003958 3012217 Chalman
W dl"!-‘.u. ') %Wt?‘mlm *_E'f"]ﬂ']m}?
SH. Ram s House Mo, 3 Type-Vi ApPPOEntpet as
7i :DI';Im W IAS (Officers Colony, Rasumpti, 0571221962 29122007 Namines Diractor
ol Shimla- 171009 HP wel, 20,12.2017
_ - Sut No-16, Type-g, - ; A
&  Sh DeveshKumar, 1AS  Kasumgpi), Shifmls Uiban{ T, 01073974 HloA2017 qing Director
Shibnka-17 1008 4P weedi 21042017
-5, Friends Apa ik
(G Friends Apartments, : WhalETirmag
9. ShiMahssh Siekiel Antadale Shimia-171003 HE PEOII960 19.04:2017 Directar
weef 19043017
o Appointment s
1o, ShOlnnaySiogh, Mosiosi  oopszois  MEoETHE
- v f 0003 2018

The Board noted the contributions made by the Chairman/Directors during their tenure and placed on record its

appreciation for their services.

21
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PARTICULARS OF DIRECTORS/SECRETARY AS ON DATE

Sh. Anil Kumar Khachi, IAS, Chief Secretary to Govt. of Himachal Pradesh - Chairperson

Sh. Ram Subhag Singh, IAS, Additional Chief Secretary (MPP & Power) to GoHP - Director

Sh. Prabodh Saxena, IAS, Additional Chief Secretary (Finance) to GoHP - Director

Sh. Amit Kashyap, IAS - Managing Director

Sh. Manmohan Sharma, IAS, Director (Personnel & Finance) - Director

Er. Dharam Singh Thakur, Director (Civil) - Director

Er. Shashi Kant Joshi, Director (Electrical) - Director

Sh. Sudershan Kumar Sharma - Company Secretary

24,

25.

26.

27.

28.

29.

30.

(B) Declaration by Independent Director(s) and re-appointment, if any
Since the Company does not have Independent Directors, therefore, the information s nil.

(C) Formal annual evaluation of the Board & its performance
No such formal evaluation has been done. However, all intricate issues are discussed and settled after
consultationamong the Directors and sometimesin Board meetings.

AUDITCOMMITTEE

Although, the provisions of the Companies Act, 2013 are not applicable, yet in order to have good corporate
practices, an Audit Committee was constituted on 30.04.2008 and the meetings of the Audit Committee are being
held.

DETAILS OF ESTABLISHMENT OF VIGIL MECHANISM FOR DIRECTORS AND EMPLOYEES.
The Vigil Mechanism Committee has been established with the approval of the Board in its 55th meeting. However,
no complaintoranyissue has beenraised by any one to the Committee.

NOMINATION AND REMUNERATION COMMITTEE
Not Applicable.

PARTICULARS OF LOANS, GUARANTEES ORINVESTMENTS UNDER SECTION- 186
Theinformation s nil please.

PARTICULARS OF CONTRACTS ORARRANGEMENTS WITH RELATED PARTIES

The PPA agreement with HPSEBL in case of Kashang HEP, for sale of power was initially made till 31st March 2017 @
Rs.2.92 per unitand later extended up to 6th May 2018. After that the Company has made arrangements to sell the
power in Energy Exchange through PowerTrader PTCIndia Limited.

In case of Sainj HEP, the arrangement has been made to sell the power in Energy Exchange through Tata Power
Trading Corporation with effect from 4th September 2017.

For sale of power, in case of Berradol SPP, Power Purchase Agreement was signed with HPSEBL on 31.03.2017, @ Rs.
4.31 perunit.

SECRETARIAL AUDIT REPORT
Since Himachal Pradesh Power Corporation Limited is a Private Limited Company, the provisions of Secretarial
Auditare notapplicableinthe FY2017-18.

EXPLANATIONS OR COMMENTS BY THE BOARD ON EVERY QUALIFICATION, RESERVATION OR ADVERSE
REMARK OR DISCLAIMER MADE -
(I) BytheAuditorinhisreport:
The Statutory Auditors have given their qualified opinion stating that the Financial Statements give information
required by the Act., in the manner so required and give a true and fair view, in conformity with the Accounting
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Principles Generally Accepted in India, including the Ind. AS, of the state of affairs (Financial Position) of the
Company as at 31st March, 2018 and its profit/Loss (financial performance including other comprehensive
income) and its cash Flows and Changes in Equity for the year ended on that date.

Replies to the Statutory Auditors' Report have been given in the Annexures to the Financial Statements (Annual
Accounts) forthe FY2017-18.

(Il) By the Secretarial Auditorin hisreport:-
HPPCL, being a Private Limited Company, the provisions of Secretarial Auditare notapplicable.

RISKMANAGEMENT POLICY
Theinformationis nil please.

DIRECTORS'RESPONSIBILITIES STATEMENT

In accordance with the provisions of Section 134(5) of the Companies Act, 2013, the Board hereby submit its

responsibility Statement:-

(@) In the preparation of the annual accounts, the applicable accounting standards had been followed along with
proper explanation relating to material departures;

(b) the Directors had selected such accounting policies and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the Company
atthe end of the financial year and of the profit and loss of the Company for that period;

(c) the Directors had taken proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provisions of this Act for safeguarding the assets of the company and for preventing and
detecting fraud and otherirregularities;

(d) the Directors had prepared the annual accounts on a going concern basis; and

(e) the Directors had devised proper systems to ensure compliance with the provisions of all applicable laws and
that such systems were adequate and operating effectively.

COMPANY'S POLICY ON DIRECTORS' APPOINTMENT AND REMUNERATION INCLUDING CRITERIA FOR
DETERMINING QUALIFICATIONS, POSITIVE ATTRIBUTES, INDEPENDENCE OF A DIRECTOR AND OTHER
MATTERS PROVIDED UNDER SUB-SECTION (3) OF SECTION 178.

Since being Company, HPPCL entirely owned by the State Govt./Entities of the State Govt., the subject matter is
regulated as per Govt. notificationsissued from time to time.

PARTICULARS OF EMPLOYEES PURSUANT TO SECTION 217 (2A) OF THE COMPANIES ACT, 1956 AND NOW
AS PER THE COMPANIES ACT, 2013.

The information is NIL. However, the remuneration to the Whole-time Directors and Company Secretary paid
during the FY 2017-18is being given in the Form MGT-9 enclosed to the report.

OTHERINFORMATION-INDUSTRY OVERVIEW

Electricity is one of the key enablers for achieving socio-economic development of the country. Amongst various
modes adopted for meeting the ever increasing demand of power to achieve the targeted growth rate, Generation
capacity augmentation is the most vital component. The economic growth leads to growth in demand of power. To
meet this demand, in view of the limited available fuel resources for generation, capacity addition has to be
planned very optimally.

During the 12th Plan (2012-17), a capacity addition of 99,209 MW was commissioned against target of 88,537 MW
from conventional sources. It is for the first time in the history of the Indian power sector that such a large capacity
addition during a single plan period was achieved which is 112 % of the target. During 11th plan the achievementin
capacity addition was 69.84% of the target. As per the 13th Five Year Plan, India is targeting to increase renewable
capacity to 175GW by 2022.

As regards hydro potential, total Hydro Electric Power potential in the country was assessed by CEA as 84,044 MW
(at 60% load factor) from a total of 845 number of identified Hydro Electric Schemes, which when fully developed
would result in an installed capacity of about 1,48,701 MW on the basis of probable average load factor. The total
energy potential is assessed as 600 billion units per year. Hydropower is used to its maximum potential for meeting
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peak loads and all new projects must be designed with this objective in mind. Hydro Power brings a strong
contribution to flexibility in the power system today filling the gap between supply and demand that has been
induced by the non-dispatchable variability of Renewable Energy Sources (to counter variability of RES, as sun does
not always shine and wind does not blow constantly). Hydro Power plants with reservoirs reduce the dependency
on the variability of the natural inflow and enable adjustments of power generation to the variability in demand.
However, the full development of India's hydro-electric potential, while technically feasible, faces various issues
including issues of water rights, resettlement of project affected people and environmental concerns etc. and all
these issues need to be resolved to exploit full potential. As in April 2020, the installed capacity of hydroelectric
power plantsinthe countryis 45,699 MW whichis 12.4% of the total installed capacity of the country.

The above Industry scenario signifies that there is an ample opportunity for consistent growth in the business of
power sector in the times to come. All efforts are being made and we hope that HPPCL will certainly be one of the
major producers of power in Himachal Pradesh.

ACKNOWLEDGEMENTS:

Your Directors gratefully acknowledge the continuous support and assistance provided by the various
Departments of the State Govt., such as Department of Power, Directorate of Energy, Department of Finance,
Department of Forests, Department of Revenue, HPSEBL, HPIDB, Pollution Control Board etc. The Board of Directors
also acknowledge with thanks the guidance and help extended by various Ministries/Departments of the
Government of India, particularly, Ministry of Power, Ministry of Finance, MOEF, Central Electricity Authority, Central
Water Commission, Geological Survey of India and Financial Institutions, such as ADB, KfW, AFD, PFC, REC and Banks
etc.

The Board conveys its gratitude to the outgoing Directors for their dedicated services rendered during their tenure.
The Directors further place on record, its gratitude to the officers/officials of HPSEBL, HPIDB and other agencies for
their institutional support. The Directors would also like to thank the Internal Auditors, Statutory Auditors, office of
A.G.H.P.and C.A.G. of India, who have made efforts in conducting and finalizing the audit of the Company.

Last but not the least, the Board commends the hard work and dedicated efforts put in by the employees of the
Corporationatall levels.

Thanking you
For and on behalf of the Board of Directors
---Sd--- ---Sd---
Manmohan Sharma, HAS Amit Kashyap, IAS
Director (Finance &Personnel) Managing Director

Place:Shimla
Date:04.11.2020
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Annexure-A

CORPORATE SOCIAL RESPONSIBILITY (CSR)

No. Question Reply
1. A brief outline of the HPPCL has framed its CSR Policy in the year 2014 and is committed to
company's CSR policy, the concerns of its stakeholders and strives to maintain good standards
including overview of projects of corporate social responsibility (CSR) inits business activities. Working
or programs proposed to be with commitment to make socially, culturally and economically the
undertaken and a reference to lives of affected people better than what it was before starting project
the Web- link to the CSR policy activities. HPPCL believes in long term harmonious relationship with
and projects or programs local communities in the project area going beyond legal provisions

and remains committed to provide good compensation, adequate
grantand greater relief to the affected families, so as to set standard for
the hydro power sector in the State. HPPCL aims to minimize
involuntary resettlement and other inconveniences to the
communities. HPPCL believes in making the communities a stake
holder in its projects. HPPCL will make conscious efforts to enhance the
quality of the life through its CSR programmes.

As per the CSR Policy 2014, Projects or programs to be undertaken
areasfollow:

ERADICATION OF HUNGER AND POVERTY: HPPCL will endeavor to
eradicate hunger in its project area by creating employment
opportunities in the project area as well as in the state of Himachal
Pradesh. HPPCL will also organize camps to make the communities
aware of the latest and beneficial practices/ techniques; and also help
them to adopt the same into practices with demonstration and training
so that they can improve their livelihoods. In each camp one or more
experts from the relevant field would be invited to present and
demonstrate latest and/or best practices suited to the areas for the
benefits of farmers and other rural communities, which may include
agriculture, horticulture, harvesting techniques& practices, post
—harvest operations, first- stage / primary or even secondary
processing, food preservation, Non-Timber Forest Produce (NTFP)
including medical plants cultivation& processing, poultry, beekeeping
(apiculture), fish rearing, animal husbandry, rural artisan, handicraft,
sanitation, health& hygiene including local health tradition, career
counseling, Investment Counseling and skill up gradation activities.

Eradication of hunger, poverty and malnutrition, promoting
preventive health care and sanitation and making available safe
drinking water.

HEALTH CARE: HPPCL propose to support health institutions / centers
facilitating health care to people in the project affected areas as well as
in the state of Himachal Pradesh. It will also collaborate with School
Health Programme. Free medical Camps will also be organized by
HPPCL in the Villages/Towns.HPPCL also proposes to give assistance for
such medical treatment that is not possible in medical camps and may
provide free Medicine. HPPCL may also provide early child hood
nutrition and care, immunization and child health programme,
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assistance for treatment by specialist (s) of for critical diseases of referral
cases. HPPCL will also support research and developmentin health care
and information, education and communication (IEC) preventive and
promotive health.

EDUCATION: HPPCL proposes to support educational institutions by
creating/augmenting infrastructure facilities. The other activities will
be vocational training to the youth, partnership with industrial training
institutes, girl, child education, adult education etc. it will also support
research and developmentin education sector.

Promoting education including special education and
employment, enhancing vocational skills especially among
children, women, elderly and differently abled and livelihood
enhancement projects.

ENVIRONMENT SUSTAINABILITY: HPPCL will extend help in
promoting organic farming, vermin composting, social forestry and
silviculture practices. It will support work for rain water harvesting, soil
conservation and reduction of environmental pollution. It will also
support Research and Development in Environmental sector. HPPCL
will also support to promote activity under“Swachh Bharat”Mission.

PROTECTION OF NATIONAL HERITAGE & CULTURE: HPPCL will also
support protection of National Heritage and provide financial
assistance for cultural and public places etc. financial assistance may
also be provided for organizing Local, National or International fares
etc. HPPCL will also support institutions, artists and artisans engaged in
the promotion of culture and heritage.

Protection of nation heritage, art and culture including restoration
of buildings and sites of historicimportance and works of art.

HPPCL will also support the measure for the benefit of armed
forces veterans, war widows and their dependents.

HPPCL will also support training to promote rural sports and
nationally recognized sports, Paralympic Sports and Olympic
sport.

INFRASTRUCTURAL DEVELOPMENT & COMMUNITY
DEVELOPMENT: HPPCL will support creation of community assets,
institutionsin the projectarea.

CONTRIBUTION TO THE RELIEF FUND: HPPCL will make contribution
to the Prime Minister's National Relief Fund/Chief Minister's Relief Fund
and any other fund setup by Central Government for socio economic
development and relief a welfare of the Schedule Castes, Scheduled
Tribes other backward classes, minorities and women.

HPPCL will also supportrural development projects.

Contributions or funds provided to technology incubators located
with academic institutions which are approved by the Central
Govt.
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5’. ! +
~- m - 4 m - H.m
2 The camposition of the C5R Thicamposition of the CSRCommittes s as follows:
Committée 1.The Addl Chief Secretary, IMPP AT totha GaHP  Chiairiman
2. Mannging recton HPRCL Memiber
3. Director |Personnid), HPPCL Member
4.Dirctor Finance), HPPCL Menibir
5. Chuef Enviretirrnant Spetialist/
Chilef Socisl & RR Specialist Mamliel Secietary
3 Avesage net profit of this Ml
company for fast thiee
fiiancial years
4. Prescribed CSH expenditure CsA expenditure shall inchde all sxpenditure inclucling contrlbution to

corpus for prajector programmes relating to CSHactivities appraved by
the Baand cnthie recommandation of it CSHeamimiting

5. | Details of CSH spent dumig Hirhachial Privdest Peser Corporation Umited [HPPCL) has startet

the leancial yoar commercial aperation in Septembel, 2016 anly. Since, the eamings of
the Corporation are less than the eeiling of mandatary regillrament
during this pesiod, as such: spending 2% of jts net profit is not requined
Hence. following questions are nat applicable.

(1] Totat atnount to bie spemt NA
for the financinl year

|2) Amount ynspent, if any NA,
(3) Marier fn whick the WA
amaunt spent during the

financial veaw Is dezalled below.

6.  [Incassthecompany hasfalled  NA
Lo spont the two percent af
the average net prafit of the
last thres firancial years ot
any part thereaf, the company
shall provide the reasons for
ot spEnding the amount in
1ts Boaicl Repioit

L& A respondbility satemant of ‘Whanever the implementation of TSR, Pollcy would be startsd in
the C3R Committee that the HEPCL, the same shall be Implemented In compliance with CSHA
Implementation &manitaring ohijectiveand policy of the company
of TSR Policy s objective and:
pulicy of the cormparmy

27




é% HIMACHAL PRADESH POWER CORPORATION LTD.

POWER CORF

PORATION LTD.,

ANNUAL REPORT 2017-2018

CSR Projects
or activity
identified

Sector
in
which
the
project
is
covered

Projects or
Programmes
1. Local area

or other
2. Specify the
date and
district where
projects or
programmes
was
undertaken

Amount
outlay
(budget)
project or
programmes
wise

Amount
spent on the
projects or
programme
Sub Head:
1. Direct
expenditure
on projects or
programmes
Overheads

Cumulative
expenditure
up to the
reporting
period

Amount
spent :
Direct or
through
implementing
agency

10.

Eradication
of hunger,
poverty

Health care
Education

Environment
Sustainability

Protection of
National
Heritage &
Culture

Support
measure for
the benefits of
armed forces
veterans, war
widows & their
dependents

Support for
training to
promote rural
sports,
nationally
recognized
sports,
Paralympics
sports and
Olympic sports

Infrastructural
Development
& Community
Development

Contribution
to relief fund

Support

rural
development
projects

NA

NA

NA

NA

NA

NA
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POWER CORPORATION LTD.

(ANNEXURE-C)

ANNEXURE CTO THE DIRECTORS' REPORT

Form No. MGT-9

EXTRACT OF ANNUAL RETURN AS ON THE FINANCIAL YEAR ENDED ON 31st MARCH, 2018

[Pursuant to section 92(3) of the Companies Act, 2013 and rule 12(1) of the
Companies (Management and Administration) Rules, 2014]

. REGISTRATION AND OTHER DETAILS:

T | LU4D18THP20055GCO3058) |
iL, Hegiitrat/on Dite 16,12.2006
il | ‘Nomie of the Compatiy HIMACHAL PRADESH POWER CORPORATION LIMITED

Company Limited by shares

W, Category ¢ Sub-Category of the Company State Goyt. Company

Adfelriess of the Registered sffice and Himifed Bullding, BECS, New Shimla Shimls,

W, 2
coftact detals Hirmachal Pradeh-17 1009
", Whether listed campany Mo

Nae Address ariid Contact detalls of

Vil | Registrarand Transfe Agest, Il sy il

Il. PRINCIPALBUSINESS ACTIVITIES OF THECOMPANY

Allthe business activities contributing 10 % or more of the total turnover of the company shall be stated:-

Name and Description of NIC Code of the % to total turnover
Sr. No. - q .
main products / services Product/ service of the company
1. Electricity, gas, steam and air condition supply 40101 100 %

lll. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES

Holding/ .
Name and Address .. % of shares | Applicable
Sr. No. of The Company CIN/GLN SubS|d_|ary/ held Section
Associate
HIMACHAL EMTA .
1. POWER LIMITED U40102HP2007PLC030601 Joint Venture 50 2(46)
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IV. SHAREHOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)
i. Category-wise ShareHolding

No.of Sharesheldatthe  No,of Shares held at the

_ beginning of the year  endoftheyear o Change
Category of [ 3 | q&ﬂl-lﬂlig
Shareholders | e of wof | O
I | Domat/|Physical, Total | Total  Derrat [Physicall Towal | Thtal the year{+}
Shatlss SHiras
A. Promoter
1. Indian o 0 0 0 o | o o 0 -
a: Individual/ BUF a 0 0 0 0 a 0 0
b Cuntral Gove o 0 0 ] 0 0 0 0
¢ State Govtls) 3,529,750 | 2112 5,276,345 2859 7AY
o, Budies Com/Gavt. contpanies 1,307,737 783 1,407,731 709 074
& Barks 7 Fl o | o D 0 0 a 0 0 -
. Any Othar {Shares in themame 11.871.527 71.05 11.871.557 6132 | 673
of Himazhal Pradesh
Infrastructiure Devalopiment
Board (Board of Govt, 6FHP)
& B0 Shaies in the name of 3
Sr. Officers of the Siate Govt.
Le. 30 Shites of State Gove
Nothinees and 20 Shares of
HPSEGL Nomineest. .
Syt total(A)(1 - 16,709,008 100 19,455,633 100
2. Foreign 0 | 0 0 0 0 0 o o [ -
g NRis-Indfividuals o | o 0 0 0 0 0 0 -
h. Cther-Individuals | |
L Bodies Corp. L (V] o i a W a
[/ Banks / F1 o | o o 0 0 0 m 0
k. Any Other.... I o o | 0 | 0 @ 0
Suls-1otal (A2 16,706,008 | 100 18455633 o | -
8. Public Shareholding
1. Institutions | |
& Mutun! Funds 0 | 0 0 | 0 0 0 0 0
b Banks / o | o o | o o 0 0 :
. Central Gowt "ol e | o |06 o | ol o @ =
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d. State Gowtls)
&, Vignture Capial Funds

L xJ
L =]
=]
=

f. suranes Companios
g. Flts
b Farelgn Vriture Caphtal Fundls
|| Others (spacify)
p—
2. Non Institutions

=

=

o

=
:nna-nﬁﬂ.

olo|o|la|a|p|o

e |l e |o| o

sl o|lo| =

o o |o|a

ola|la| s

o|la |6 & 5|6 | o
Lo |

a

a Bodles Carp;. 0 0 0 0 0 0 0 0 -
(il incltan
(H) Ovorseas

b individuals 0 0 0 0 0 0 o 0 <
11} inclividual sharsholdere
holding nominal share capital
Upta s, 1'lakh

(i) netivickual sharehalders
holding naminal share capiral
It excess of Rs. 1 lakh

. Others (spetify) o | o | o |0 oo |0 |6 | -
Sub-toral (B2 o | o | o |92 o |w | e | 0|

Total Public Sharehalding (B1= | @ 0 p | o o | @ | o 0
BT+ (B12)

C.Sharesheldbycustoainn | 0 | 0 | o | o | o | o | o | o ,

Grand Total (A+B+C) 16,709,008 100 18,455,633 100 -

ii. Shareholding of Promoters

Shareholdingatthe  Shareholding at the =
- beginning of the year end of the year P
No, Name. Shates ﬂ,,?m Hm Shares totall | ﬁ.ﬁ: holding

aithe | bured al the Do | the

I Gavernorof Himachal Pradesh | 3520750 | 2102 | - | saze34s | amse | - | 74

2 Himachal Pradesh state aores | 7e |- | daommn | 2e9 | - | o7
Electricity Board Limited
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Himachal Praclash Infra-
dilicture Development Boand .
3 fWas not Prorioter st thi time TVBTNATZ | 7105 . 1BN.507 | 6432 673
af Incotparation of Company)
l Sh. Tarun Shridhar, 1A% | . I I |
- as Ex-afficio member) A0 0.0 ' - 0.00 . 000
Dr. Shitlkant Bald), 1AS ' ' | | v
2 (a3 Ex- officio member) 0 _ e | | e i a9
6. Sh.VidyaChander Phatka. (AS | oon | - - L om | - | ono
I Shovinest Chawdbiry, 1AS . .00 . o 000 = || 00
B Sh. Ram Dass Dhimon, [AS . 0.00 < | 30 oeo | - | 000
Total 116,709,008 100 | 18455633 100 | |

iii. Change in Promoters' Shareholding:

| Shareholding at the  Cumulative Shareholding
s: beginning of the yaar during the year
N, . | Woftorl Sharee |~ | o ustal Shatis
NO.arShares | gtthecompany | NOOFSIAS 1 ot ihe company
Ar thie bisginning of the year 16,709,004 Ton 1,746,625 100
' Pate wise Increase £ Decrease in - . - -
Fromuoters Share:holding during
thin ywite Specifying tho reusang
farincredse [ dacioace
(e allotrent / transter / bonus/
- sweat 2quity etc). |
| : | TOWHOM
ALLOTMENT DATE NO. OF SHARES EEUED REASON
0a/siam7 | 292,005 TheGovernor | Allotment to
of H. & through exjating
ACS/Pr Secrztary | Shareholders
(Powerl tothe
Govtrof bLE
04052017 | 30 HP fnfrastructire| Ao
Development
Board (HPIDE)
26/08:2017 668600 Thu Governor Ao
of H. P. through
NCS/Pr, Secretary
{(Power) to the
_ Guvt. of HP
1sAv2017 | zzeton | di- do-
200372016 557800 | e do-
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_ NO. OF Transferors &
TRANSFER DATE Transferee's REASON
SHARES -
! ) | Imm !
20/03/2018 i0 Sh.Vidya Chandes|  As per Orders
Pharka, 145 of State
To Govermment
St Vinest B Sulmseinuent
Chavipddiry, IAS | 2pproval of BOD
20/03(2018 30 Sh. Tarun
Shrigihar, 1AS
To
Sh. Ram Dase
Dilulrmiak, TAS
Atthe ond of the year 18,455,633 100 18,455,633 100

V. INDEBTEDNESS

Indebtedness of the Company including interest outstanding/accrued but not due for payment:

38

| Unsecured Depo Total
|mdudlnn deposits Loans W Indebtedness

Ingabrednessal the beginming
of the firaneial year (2017.18)
I PHRE faal Aot 147,116,435 23,622,261,833 o 23,769,378, 268
i1} Interest due bt not pald 0 7,526,083,234 0 7.526,083,234
7 Titeeest sccruad but not due 4,111,937 0 o 4,711,937
Total fl+d+l), 151,228,372 | 31,148,345,067 o | 31,299,573,439
Change In Indebtedness
turing the financial year

. Addition 0 3,833,022,730 0 3,833,022,730

- Relurtion (474,668) 0 0 (474,668)
Net Change (474,668) 3,833,022,730 a | 3.832,548,062
Indeblucness at the gnd
of the financial year (2017-18)
ii Principal Amount 1,471,164,35 | 25,086,173,833 o 25,233,290,268
i) Interest dus bhut not paid (+] 9.695,193,964 o 9.895,193,964
111 Ftezriest acorued Tt ot due 1,637,269 o i] 3,637,269
Taital (|+iF i) 150,753,704 34,981.367,797 o 35132121.5M
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VI.REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

A. Remuneration to Managing Director, Whole-time Directors and/or Manager

5
ho,

1. Nameof MD/WTD/Manager: (Managing Director)
1) 5h. Devender Kumar Sharma (07.04,2017 to 20.04,2017)
Gmes salary
la) Sitlary s pef provisians comalned jn 10,19.08 |
saction 1711} of the Income-1ax Act. 1967
() Valim of prargulyites u/s 1202) 16676
Inctime-tax Aot 196)
f¢} Prafits in ffeu of salary under section 1713)
Ircome—tax Act, 196]

Particulars of Remuneration Designation Total Amount {in Rs.)

Name of MD/WTD/Manager: (Managing Birector]

1) 5h. Devesh Kumar (21.04,2017 to 31,03.2018)

Gross salary

[a) Satary & per provisions contained in 1401828
section 1701 of theincome-tax Act. 9]

(B} Value of perguisites urs 17023

[rcotia-tas Act196)

[¢] Profits | e of salary Umder caction 17(3)

Income-tax Aot 1861

3) Er. Mohinder Singh Rana (Whale Time Diractor|
Gross salaty {01.04.2017 to 01.04.2017)
() Salary as per provisions confained in 30,995

section 1707) of the Income-tax Act, THE1

[3) Value of peteulsites uis 17(2)

Ingomiitax Aut, 1961

(e}, Profits in Jiew of saliary under section 17(3)
Income- tax Act, 1961

4} Er. Mahesh Sirkok (Whoie Time Director)

Gixes salary (19.04.2017 10 31.03.2018)

(8) Saldry as per provisans contalned {h 1867406
section 17(1) of the Income-tax Act, 1961

(b} Value of perquisites ufs 172} 1:65/000

[meome-t Ao 19617
() Profits i by of sulary under sectian 1713)
Incorme- tax Act, 186

5) Er. Ajay Kumar Gupta [Whole Time Director)

Grass salary (01,04,2017 to 31,01.2018)

[a) Salary a5 pet provisions cottiined jn 21,00,470
section 1201) of the Income-tax Act, 1961

o) Malue of pergulsites uis 1762) |,.50,000

Income-tax Act, 1961
{c] Profits It lied of salary under sectiah 17(3)
[Meotise- tax Act, 1961
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6) Er. Dharam Singh Thakur

Girizss salany

[4) Salary a4 pei provislons contaitied In
section 17(1] of the Income-tax Act, 1961

() Value of perquisites u/s 17(2)

Income-tax Act 1961

[l Profits In sy of salary under section 17(3]
Ihnﬁrﬂa- Ay Itt. l 861

(Whale Time Director)
(09.03.2018 to 31.03.2018)

123524

[a) Salary as pet provisisns contained i
section 1701) of the Incorhe: tax Act 1961
Ih}ﬁhnqmdhhﬂm MY '
Income-tax Act, 1961

(c] Profits In liew of salary under seciton 17(3]
[Pecome- ta Act, TH61

(Whale Timé Director)

(01.08.2017 t0 31.03.2018)

1772537

Stock Option.

Syt Equity

Commission
- as % of profht
- athers, specify...

Others, please specify

| Total A

| Celling as per the Act
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B. Remuneration to other directors:

TS : Name of | N
| Independent Directors . : | .
Fee for attenting board committes mesetings
- Commission

-{thers, please specify,

] Total (1) -

Other Mon:Executive Directors = z
-Fee forattanding bosrd commities mesatings
-Cormmission

- Dihers, plassa spacify

"Tﬁﬁﬂ 2 | =
Total [B=142 |
' Tota! Marageral Rernuneranion - |

COverall Celllng as per the Act : | |

C. Remuneration to Key Managerial Personnel other than MD / Manager / WTD

s.Ne. Particulars of Remuneration j Key Managerial Personnel
[Name) CED: | Caifppany Secretary | CFD Total
1) Sh, Sudershan Kumar Sharma |
Gross salany
(o) Salary a5 pes provisions contained in 1964962 146,64,962
saction 1701} af the Ipoomestax Act, 1961
(1) Value of pérauisites wis 1762 HIL

Income-tay Act, 1961
{1 Prafits in llew of salary under section 17(3)
Incorme-Tax Act, 1367

[ 2. | Stock Option . -

3. ' Swest Equity = -
4, | Cominission
as 56 of poofit
- cthars, specify...

5. | Othets, please specify. - ! : '|
| Toal ’ 1968962 19,64,962
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VII. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES:

InDefault  Compounding }

Saction Pen :1:;’ Authority Appeal
Type m"."’". | & B:;:, oy | Punishment/ nig':fn pras.
Mt Compounding| o | (o detaily
i feesimposed | PyEcetaiy
Panalty = = = -
\ i : .
Co | Puiishirrient .: - - - ‘
Compounding
Penalty
8. F o ' T = 3 =
Dlrecton, | Punistment _
Compoundihg -
c. Fenalty '
u | » ' L§ L L
Officars NTIENTIENTS

Sd/-
Director (Finance & Personnel)
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Balance Sheet as at 31st March 2018

(Rs. in Lacs)
Particulur Mote Mo mzat March 31,3016 22w Manch 31,2017
ASSETS
Non-Current Assets: _
Property, Plant and Equipment 2.1 2,984,419 1.56.131
Capital Work-in-Progress 22 271679 3,55.762
Other intangible Assets 3 1 0
Intangible assets under development 24 0 L1
Finandal Assets
- Investments 25 o 0
- Loans 26 i 146
- Others 27 0 13,068
I 148 13,215
Deferred Tax Assets 18 L o
Regulatory Deferral Account Debit Balance 29 0 L]
Other Non Current Assets 210 1 49 29297
Current Assets
Imventories n 34 3
Finandlal Assets
- Trade Recelvables 212 617 1541
- Cash and Cash Equivalents 213 312517 HIE
- Bank Balance ather than above 2.14 2E14 5659
-Loans 215 12 1
- Other Assets 216 3469 3132
40,453 46,894
Current Tax Assets 217 1] ]
Other Current Assets 2.18 278 ...4.13:.!-
Total Assets 6.,41,455 6,05,463
EQUITY AND LIABILITIES
Equity Share Capital 219 184,556 167,080
Other Equity 2.20 11.600 3687
Liabilities
Nen-Current Liabilities:
Finandal Liabilities
- Borrowings 2.21 1IE172 152407
- Other Financial Liabilities 222 113577 - 12000 R
231,749 313307
Provisions 223 5,008 4,258
QOther Non Current Liabilities 2.24 69,542 69,530
Current Liabilities:
- Trade Payables 2.25 ] Q
- Other Financial Liabilities 2.26 16211 54956
Other Current Liabilities 1,62.191 GA956
Provisions 2.27 9 9
Total Equity and Liability 641455 'B,05,463
Significant Accounting Policies 1
The accompanying notes form an integral part of these financial statements.
For and on behalf of the Board of Directors
Sd/- Sd/- Sd/- Sd/-
(B.L.Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

This is the Balance Sheet referred to our report of even date.
For Anil Karol and Company
Chartered Accountants, FRN No. 4816N
Sd/-
Place: Shimla (CA Walia Umesh)
Date: 07-02-2020 Partner, Membership No. 098287
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Statement of Profit and Loss for the year ended 31st March 2018

(Rs.in Lacs)
o Foar thy yoar Fof the y=ar
Particulans ensdvcon ehded an
March 31, 2018 March 31,2007

Incoma
Revenue From Operations 228 8,336 B TAl
Other Income 229 5,009 3745
Total Income 13,365 5216
Expenses
Employee Benefit Expenses 230 |, 385 1,261
Finance Cost 231 9623 3xfl
Depreciation And Amortization Expenses 232 B0 2,138
Other Expenses 233 2155 1474
Total Expenses 21,258 5,387
Profit/Loss before net movement in regulatory 7,693 =337
deferral account balance
Net movement in regulatory deferral Account Balance 0

7,893 5171
Share of Net profit of Joint Ventures accountad for using the
Equity Method
Profit Before Tax
Extra Ordinary ltems
Loss of Fixed/CWIP Assets [
Kashang HEP 20 =1
Sawra Kuddu HEP 4] o
Profit/Loss Before Tax -7.912 3172
Income Tax
Current Tax ] (]
Deferred Tax 1] o
Profit/Loss for the year 7,812 3172
Other Comprehensive Income
ltems that will not be reclassified subsequently to profit & loss account d 1}
Total
Total mmm hmmfnrthﬂ‘lud [ -7.9132 -3172
Eamings per Equity share
{before net movement in regulatory defarral account Balance ,
Basic and Diluted 234 =15 1 |
Eamnings per Equity share
{afeer net movement in regulatory deferral account Balance
Basic and Diluted 234 <Ak 21
Significant Accounting Policies 1
The accompanying notes form an integral part of these financial statements.
For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

This is the Statement of Profit and Loss referred to our report of even date

For Anil Karol and Company

Chartered Accountants

FRN No. 4816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07-02-2020 Membership No. 098287
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Statement of Change in Equity

(Rs. in Lacs)

CHlar Eguity
| Fassiva & | Ot Camprelirmslve

Equity Exvrlits
Parlicdars Shiype e il e { Jotu) Tatal
s as it wrmearid = | Bbp Dhidrwr
Cagital LPLSTIIAe birs Ciefirnred Gerefil | Equity
| Emmnings AnsetaLinbibity
Vvoy o Tawd

Changes in equity for the year ended on March 2018 0
Opening Balance as on 1st April 2017 1,67,090 -3,687 0 -3,687 | 1,63,403
Ecquity Shares issued during the year 17,466 0| 17466
Other Comprehensive Income for the period 0 0
Profiit/ Loss for the Period -71,912 -7,912 -1,912
Dividend L] 1]
Dividend Tax 0 0
Opening Adjustment in Retained Earnings 0 0
Closing Balance as at March 321, 2018 1,84,556 | -11,600 0 =11,600 |1,72,957

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L.Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director

DIN 08480582 DIN 00329576

This is the Statement of Change in Equity referred to our report of even date

For Anil Karol and Company
Chartered Accountants
FRN No. 4816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07-02-2020 Membership No. 098287

47




§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

POWER CORPORATION LTD.

Cash Flow Statement for the year ended 31st March 2018

(Rs. in Lacs)

CASH FLOW FROM OPERATING ACTIVITIES

Profit/ Loss Before Tax (7.912) 3,172)
Adjustrment for ] ]
Loss of Fined/CWIP Assets 0 1
Depreclation 8,095 ERE
Interest Income on term deposits €371 1513]
Prowvision for Investments G 33
Financa/Interest Cost 9623 3511

TR701 474
Adjustment for Assets and Liabilities
Inventories {3) )]
Trade Recelvables and Unbilled Revenue ' rZ O MSEE |
Loans Other Ananclal assets and Other Assets 11412 12 788
Other Financial Liabilities and other Liabilities 9,653y & 138
Provisions 730 LF

2422 25,306

Cash Generated from Opevating activities 1221 27.608
Less: Income Tax Paid - =
Net Cash generated from Operating activities 1221 27,608

CASH FLOW FROM INVESTING ACTIVITIES

Met Expenditure on Property Plant and equipment and CWIP and EDC | (54,3591 153,500}

Term Deposit with Banks (having maturity more than 3 months) _ 2877 | 1[5
Interest on term deposit/sweep deposits 3184 207

Investment n Subsidiaries and Joint Venture o i

Depreciation on CWIP

CWIP from Deficit Account - -

Less: Loss of Fixed/CWIP assets from tomrential rain & flood Ly T | 1

Net Cash used in Investing activitias | 148,377 {53,203}

CASH FLOW FROM FINANCING ACTIVITIES

Share Capital 17488 ICEED

Long Term Bormowings -Proceeds 14630 22,060

Long Term Borrowings -Repayment } ] . EEm |

Finance Charges 0 {2

Net Cash used for Financing activity ) 32,105 37,570
Met Increase in Cash and Cash Equivalents A0 1974
Opening Balance Cash and Equivalents 36518 2545
Closing Balance Cash and Equivalents 32518 . 36,518

32518 36,518
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Restricted Cash Balance 1 -
Margin Money for BG/ Letter of Credit and Pledged Deposits 2306 2330
' 2,326 2,330
For and on behalf of the Board of Directors
Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director

DIN 08480582

This is the Cash Flow Statement referred to our report of even date

DIN 00329576

For Anil Karol and Company

Place: Shimla
Date: 07-02-2020

Chartered Accountants
FRN No. 4816N

Sd/-

(CA Walia Umesh)
Partner

Membership No. 098287
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HIMACHAL PRADESH POWER CORPORATION LTD.

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH, 2018
1. COMPANY INFORMATION AND SIGNIFICANT ACCOUNTING POLICIES:

A.REPORTINGENTITY

Himachal Pradesh Power Corporation Ltd. (the “Company”) is a Company domiciled in India and limited by shares (CIN:
U40101HP20065GC030591). The address of the Company's Registered Office is Himfed Building, BCS, New Shimla (H.P.)-
171009, India. Electricity generation is the principal business activity of the Company.

B. SIGNIFICANT ACCOUNTING POLICIES

1.1 BASIS OF PREPARATION

The preparation of the financial statements requires management to make 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. Actual results could vary from these estimates. The estimates and management's judgements are based on
previous experience and other factors considered reasonable and prudent in the circumstances. The 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 if the revision affects only that period or in the period of
the revision and future periods, if the revision affects both current and future years.

1.2 BASIS OF MEASUREMENT

The financial statements have been prepared on the historical cost basis except for certain financial assets and
liabilities (including derivative instruments) that are measured at fair value (refer accounting policy regarding
financial instruments). The methods used to measure fair values are discussed further in notes to financial
statements.

1.3 FUNCTIONAL AND PRESENTATION CURRENCY

These financial statements are presented in Indian Rupees (INR), which is the Company's functional currency. All
financialinformation presented in INR has been rounded to the nearest Lacs.

1.4 CURRENT AND NON-CURRENT CLASSIFICATION

The Company presents assets and liabilities in the balance sheet based on current/non-current classification. An
assetiscurrentwhenitis:

o Expectedtoberealized orintended to be sold or consumed in normal operating cycle;
o Held primarily for the purpose of trading;
o Expectedtoberealized within twelve months after the reporting period; or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period. All other assets are classified as non-current.

Aliability is current when:
» ltisexpectedtobesettledin normal operating cycle;
o Itisheld primarily for the purpose of trading;
o Itisduetobesettled within twelve months after the reporting period; or

» Thereis no unconditional right to defer settlement of the liability for at least twelve months after the reporting
period.
All other liabilities are classified as non-current. Deferred tax assets/liabilities are classified as non-current.

1.5 PROPERTY, PLANT AND EQUIPMENT (PPE)

a) Anitem of PPE is recognized as an asset if it is probable that future economic benefits associated with the item
will flow to the Company and the cost of the item can be measured reliably.

b) PPE are initially measured at cost of acquisition/construction including decommissioning or restoration cost
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wherever required. The cost includes expenditure that is directly attributable to the acquisition/construction of
the asset. Where final settlement of bills with contractors is pending/underdispute, capitalization is done on
estimated/provisional basis subject to necessary adjustmentin the year of final settlement.

After initial recognition, Property, Plant & Equipment is carried at cost less accumulated depreciation/
amortisation and accumulated impairmentlosses, if any.

Deposits, Payments/ liabilities made provisionally towards compensation, rehabilitation and other expenses
relatabletolandin possession are treated as cost of land.

Asset created on land not belonging to the company, where the company is having control over the use and
access of such assetare included under Property, Plantand Equipment.

Items of spare parts, stand-by equipment and servicing equipment which meet the definition of property, plant
and equipment are capitalized. The cost of replacing part of an item of property, plant and equipment is
recognised in the carrying amount of the item, if it is probable that the future economic benefits embodied
within the part will flow to the Company and its cost can be measured reliably. The carrying amount of the
replaced partis derecognised when no future economic benefits are expected fromits use or upon disposal. The
costs of the day-to-day servicing of property, plantand equipment are recognised in statement of profit and loss
asand when incurred. Other spares are treated as “Stores & Spares”forming part of the inventory and expensed
when used/ consumed.

Subsequent expenditure is recognized as anincrease in the carrying amount of the asset when it is probable that
future economic benefits deriving from the cost incurred will flow to the company and the cost of the item can
be measuredreliably.

Property, plant and equipment is derecognized when no future economic benefits are expected from its use or
upon its disposal. Gains and losses on disposal of an item of property; plant and equipment is recognized in the
statement of profitand loss.

CAPITALWORK-IN-PROGRESS

Expenditure incurred on assets under construction (including a project) is carried at cost under Capital Work-in-
progress (CWIP). Such cost comprises of purchase price of asset including other costs directly attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the intended
manner.

Cost directly attributable to projects under construction include costs of employee benefits, expenditure in
relation to survey and investigation activities of the projects, depreciation on assets used in construction of
projects, interest during construction and other costs if attributable to construction of projects. Such costs are
accumulated under”Expenditure Attributable to Construction (EAC)”and subsequently allocated on systematic
basis over majorimmovable assets, other than land and infrastructure facilities on commissioning of projects.
Capital Expenditure incurred for creation of facilities, over which the Company does not have control but the
creation of which is essential for construction of the project is carried under “Capital Work-in-progress” and
subsequently allocated on systematic basis over major immovable assets, other than land and infrastructure
facilities on commissioning of projects. Expenditure of such nature incurred after completion of the project, is
charged to Statement of Profit and Loss.

Expenditure on Survey and Investigation of the project is carried as Capital Work-in-progress and capitalized as
cost of project on completion of construction of the project or the same is expensed in the year in which it is
decided toabandon such project.

Expenditure against “Deposit Works" is accounted for on the basis of statement of account received from the
concerned agency and acceptance by the company. However, provision is made wherever considered
necessary.

Claims for price variation/ exchange rate variation in case of contracts are accounted for on acceptance.

The Expenditure of Corporate office and Sunder Nagar Design Office is allocated to different accounting units on
systematic basis.
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1.7
a)

b)

e)

1.8
a)

1.9
a)

1.10
a)

INVESTMENT PROPERTY

Land or a building or part of building or both held by company to earn rentals or for capital appreciation or both
is classified as Investment property other than for:

i) Useinthe production or supply of goods or services or for administrative purpose; or

ii) Saleinthe ordinary course of business.

Investment property is recognised as an asset when and only when:

i) It is probable that the future economic benefits that are associated with the investment property will flow to
the entity;and

ii) The cost of the investment property can be measured reliably.

Investment properties are initially measured at cost, including transaction costs. Subsequent to initial
recognition, investment properties are carried at cost less accumulated depreciation and accumulated
impairmentloss, ifany.

Investment properties are derecognised either when they have been disposed off or when they are permanently
withdrawn from use and no future economic benefit is expected from their disposal. The difference between the
net disposal proceeds and the carrying amount of the asset is recognised in the statement of profit and loss in
the period of de-recognition.

Transfers to orfrominvestment property is made when and only when thereisachangein use.

INTANGIBLE ASSETS

Intangible assets are identifiable non-monetary asset without physical substance. Intangible assets are
recognised if:

i) Itis probable that the expected future economic benefit that are attributable to the asset will flow to the entity;
and

ii) The cost of the asset can be measured reliably

Intangible assets acquired separately are measured on initial recognition at cost. After initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.

Software (not being an integral part of the related hardware)acquired for internal use, is stated at cost of
acquisition lessaccumulated amortisation and impairmentlosses, if any.

An item of Intangible asset is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Gains or losses arising from de-recognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are recognised in the
Statement of Profitand Loss when the asset is derecognised.

REGULATORY DEFERRAL ACCOUNTS

Expenses/income recognized in the Statement of Profit & Loss to the extent recoverable from or payable to the
beneficiaries in subsequent periods as per HPERC Tariff Regulations are recognized as 'Regulatory deferral
accountbalances'asperind AS-114.

Regulatory deferral account balances are adjusted from the year in which the same become recoverable from or
payable to the beneficiaries.

IMPAIRMENT OF NON-FINANCIAL ASSETS

The carrying amounts of the Company's non-financial assets primarily include property, plant and equipment,
which are reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset's recoverable amount is estimated. An asset's recoverable amount is the
higher of an asset's or cash-generating units (CGU's) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets of the Company. When the carrying amount of an asset or
CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable
amount.Theresultingimpairment lossis recognised in the Statement of Profitand Loss.
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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 the time value of money and the risks specific to the
asset.In determining fair value less costs of disposal, recent market transactions are taken into account. If no such
transactions can beidentified, an appropriate valuation modelis used.

Impairment losses recognized in earlier period are assessed at each reporting date for any indication that loss
has decreased or no longer exists. Animpairment loss is reversed if there has been a changein the estimates used
to determine the recoverable amount. An impairment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if noimpairmentloss had been recognized.

INVENTORIES

Inventories mainly comprise stores and spare parts to be used for maintenance of Property, Plant and
Equipment.

Costincludes cost of purchase and other costs incurred in bringing the inventories to their present location and
condition. Costis determined on weighted average basis.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of
completionandthe estimated costs necessary to make the sale.

The diminution in the value of obsolete, unserviceable and surplus stores & spares is ascertained on review and
provided for.Scrap is accounted for as and when sold.

FOREIGN CURRENCY TRANSACTIONS

Functional and Presentation Currency:

Financial statements have been presented in Indian Rupees (), which is the Company's functional and
presentation currency.

Transactions and Balances:

Transactions in foreign currency are initially recorded at exchange rate prevailing on the date of transaction. At
each Balance Sheet date, monetary items denominated in foreign currency are translated at the exchange rates
prevailing on that date. Non-monetary items denominated in foreign currency are reported at the exchangerate
prevailing atthe date of transaction.

FINANCIALINSTRUMENTS - INITIALRECOGNITION, SUBSEQUENT MEASUREMENT AND IMPAIRMENT

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

Financial Assets

A financial asset includes inter-alia any asset that is cash, equity instrument of another entity or contractual
obligation to receive cash or another financial assets or to exchange financial asset or financial liability under
condition that are potentially favourable to the Company. A financial asset is recognized when and only when
the Company becomes party to the contractual provisions of the instrument. Financial assets of the Company
comprise cash and cash equivalents, Bank Balances, Advances to employees/ contractors, security deposit,
claimsrecoverableetc.

Measurement:

The company measures the trade receivables at their transaction price if the trade receivables do not contain a
significant financing component. A receivable is classified as a 'trade receivable'if it is in respect to the amount
due from customers on account of goods sold or services rendered in the ordinary course of business.

De-recognition:
Financial asset is derecognised when all the cash flows associated with the financial asset has been realised or
such rights have expired.

Financial Liabilities:
Financial liabilities of the Company are contractual obligation to deliver cash or another financial asset to
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b)

another entity or to exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavourable to the Company. The Company's financial liabilities include loans & borrowings, trade
and other payablesetc.

Measurement:

Financial liabilities are measured at amortised cost using the EIR method. Gains and losses are recognised in
Statement of Profit and Loss or in the “Expenditure Attributable to Construction” if another standard permits
inclusion of such costin the carrying amount of an asset, when the liabilities are derecognised as well as through
the EIRamortisation process.

Amortised cost is calculated by taking into account any discount tor premium on acquisition and fees or costs
thatare anintegral part of the EIR. The EIR amortisation is included as finance costs in the Statement of Profitand
Loss.

De-recognition:
Afinancial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

1.14 INVESTMENTINJOINTVENTURES AND ASSOCIATES

a)

b)

1.16
a)

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
haverights to the net assets of the joint venture. 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.

An associate is an entity over which the Company has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but does not have control or joint
control overthose policies.

The investment in joint ventures and associates are carried at cost. The cost comprises price paid to acquire
investmentand directly attributable cost.

LEASES

The determination of whether an arrangement is (or contains)a lease is based on the substance of the
arrangement at theinception of the lease. Appendix C, Ind AS 17 deals with the identification of contracts that do
not take the legal form of a lease but conveys right to customers/ suppliers to use an asset in return for a payment
or series of payment.

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers
substantially all the risks and rewards incidental to ownership to the Company is classified as a finance lease. An
operating leaseisalease otherthanafinancelease.

Power Purchase Agreements (PPAs) in the nature of embedded lease with a single beneficiary where the
minimum lease term is for the major part of the plant's economic life and the minimum lease payments amount
to substantially all the fair value of the plant are considered as a Finance Lease. Other embedded leases are
considered as Operating Lease.

Operating Lease:

Leasesinwhich a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. In the case of operating leases or embedded operating leases, the lease income from the
operating lease is recognised in revenue on the basis of generation from such Plant. The respective leased assets
areincludedinthe balance sheet based on their nature.

GOVERNMENT GRANTS

Government grants with a condition to purchase, construct or otherwise acquire long-term assets are initially
measured based on grant receivable under the scheme. Such grants are recognised in the Statement of Profit
and Loss on a systematic basis over the useful life of the asset. Amount of benefits receivable in excess of grant
income accrued based on usage of the assets is accounted as Government grant received in advance. Changesin
estimates are recognised prospectively over the remaining life of the assets.

b) Government revenue grants relating to costs are deferred and recognised in the Statement of Profit and Loss
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over the period necessary to match them with the costs that they are intended to compensate.

BORROWING COSTS

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of
funds. Borrowing cost also includes exchange differences to the extent regarded as an adjustment to the
borrowing costs. Borrowing costs directly attributable to the acquisition, construction/erectionor production of
a qualifying asset that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalised as part of the cost of the asset. Capitalisation of borrowing costs ceases when substantially all the
activities necessary to prepare the qualifying assets for their intended uses are complete. All other borrowing
costsare expensed in the period in which they occur.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A provisionis recognised when:

i) theCompany has presentlegal or constructive obligation as result of past event;

ii) itis probablethatan outflow of economic benefits will be required to settle the obligation; and

iii) areliable estimate can be made of theamount of the obligation.

b) Ifthe effect of the time value of money is material, provision is determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability. When discounting is used, the increase in the provision due to the passage of time is
recognized asfinance cost.

¢) The amount recognised as provision is the best estimate of consideration required to settle the present
obligation atreporting date, taking into account the risks and uncertainties surrounding the obligation.

d) When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be received
andthe amount of the receivable can be measured reliably.

e) Contingent liabilities are possible obligations that arise from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or more future events not wholly within the control of
the Company. Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of
outflow of economic benefits is remote. Contingent liabilities are disclosed on the basis of judgment of the
management. These are reviewed at each balance sheet date and are adjusted to reflect the current
management estimate.

f) Contingentasset is a possible asset that arises from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the company. Contingentassets are disclosed in the financial statements when inflow of economic benefits is
probable on the basis of judgement of management. These are reviewed at each balance sheet date and are
adjusted toreflect the current management estimate.

REVENUE RECOGNITION AND OTHER INCOME

Revenue from sale of energy is accounted for at rates as per the PPA signed between HPPC Ltd. and HPSEB
Ltd./Tata PowerTrading Company Ltd. (TPTCL)/ PowerTrading Corporation India Ltd.

EMPLOYEE BENEFITS

Employee benefits consist of wages, salaries, benefits in kind, provident fund, pension, gratuity, post-retirement
medicalfacilities, leave benefits and other terminal benefits etc.

Short-term Benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed in the
period in which the serviceis provided.

Terminal Benefits

Expenses incurred on terminal benefits in the form of ex-gratia payments and notice pay on voluntary
retirement schemes, if any, are charged to the profitand loss in the year of incurrence of such expenses.




HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

w1
POWER CORPORATION LTD.

1.21

iii)

iv)

V)

vi)

vii)

DEPRECIATION AND AMORTIZATION

Depreciation on Property, Plant & Equipment of Operating Units of the Company is charged to the Statement of

Profit & Losson straight-line method following the rates and methodology as notified by HPERC for the fixation

of tariffin accordance with Schedule-Il of the Companies Act 2013, except for the assets specified below:

a) Depreciation is charged on Straight Line method following the rate & methodology notified by the H.P State
Electricity Regulatory Commission (HPERC) for the purpose of fixation of tariff asamended fromtime totime,
exceptin case of:

b) Mobile Phones are depreciated fully @ 25% P.A.in 4 years.

¢) Kitchenitemsand small office items are depreciated over the period of 3 years, keeping10% residual value.

d) Assetscosting Rs.5000/-or less are depreciated fully in the year of procurement.

e) Expenditure on software is recognised as "Intangible Asset" and amortised fully over three years on SLM or
overaperiod of its legal rights to use, whicheverisless.

f) Infrastructural development construction power depreciated @5.28% SLM under the head any other assets
not covered inthe HPERC Schedule.

g) Depreciation is provided on pro-rata basis from the month in which the asset becomes obsolete is provided
till the end of the month in which such declarationis made.

Expenditure on catchment area treatment (CAT) Plan during construction is capitalised along with Dam/Civil

works. Such expenditure during O & M stage is charged to revenue in the year ofincurrence of such expenditure

Where the cost of depreciable assets has undergone a change during the year due to increase/decrease in long

term liabilities on account of exchange fluctuation, change in duties or similar factors, the revised un-amortised

balance of such assetsis depreciated prospectively over the residual life.

Depreciation onincrease/decrease in the value of existing assets on account of settlement of disputesis charged

retrospectively.

Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during

construction”under capital workin progress.

Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to

the date, whenthe assetis available for use/disposal.

Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is

lower.

viii) Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during

ix)

X)

Xi)

Xii)

construction”under capital workin progress.

Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to
the date, whenthe assetis available for use/disposal.

Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is
lower.

Tangible Assets created on lease hold land are depreciated to the extent of 90% of original cost over the balance
available lease period of respective land from the date such asset is available for use or at the applicable
depreciation rates & methodology notified by HPERC tariff regulations for such assets, whicheveris higher.

Where the cost of depreciable assets has under gone a change during the year due to increase/decrease in long
term liabilities on account of exchange fluctuation, price adjustment, settlement of arbitration/court cases,
changein duties or similar factors, the unamortized balance of such assets is depreciated prospectively over the
residual life of such asset determined following the applicable accounting policies relating to depreciation/
amortization.

xiii) Where the life and / or efficiency of an asset is increased due to renovation and modernization, the expenditure

thereon along with its unamortized depreciable amount is charged prospectively over the revised / remaining
useful life determined by technical assessment.

xiv) Spare parts procured along with the Plant & Machinery or subsequently which are capitalized and added in the

carrying amount of such item are depreciated over the residual useful life of the related plant and machinery at
theratesand methodology notified by the HPERC.
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INCOMETAXES
Income tax expense comprises current tax and deferred tax.

Current Tax is recognised in the Statement of Profit and Loss, except to the extent that it relates to items
recognised directly in equity or other comprehensive income, in which case the tax is also recognised directly in
equity orin other comprehensiveincome.

Currentincome Tax

Current tax is expected tax payable on taxable profit for the year, using tax rates enacted or substantively
enacted atthe balance sheet date and any adjustments to tax payable in respect of previous years.

Deferred Tax

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets,and they relate toincome taxes levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realised simultaneously.

Deferred tax is recognised in the statement of profit and loss except to the extent that it relates to items
recognised directly in other comprehensive income or equity, in which case it is recognised in other
comprehensive income or equity. A deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be available against which the temporary difference can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax
benefit will berealised.

EARNINGS PERSHARE

Basic earning equity share is computed by dividing the net profit or loss attributable to equity shareholders of
the Company by the weighted average number of equity shares outstanding during the financial year.

STATEMENT OF CASHFLOWS

Cashand cash equivalentsincludes cash/drafts/cheques on hand, deposits held at call with financial institutions,
other short-term highly liquid investments with original maturities of three months or less that are readily
convertible to known amounts of cash and which are subject to aninsignificant risk of changesin value.
Statement of cash flowsis prepared in accordance with the indirect method (whereby profit or loss is adjusted for
effects of non-cash transactions) prescribed in Ind AS-7“Statement of Cash Flows”.

MATERIAL PRIOR PERIOD ERRORS

Material prior period errors are corrected retrospectively by restating the comparative amounts for the prior
periods presented in which error occurred. If the error occurred before the earliest period presented, opening
balances of assets, liabilities and equity for the earliest period presented, are restated.
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2 NOTES ONACCOUNTS
Theamountsin Financial Statements are presented in Indian Rupees and all figures have been rounded off to the
nearest rupees lakh except when otherwise stated. The previous year figures have also been reclassified/
regrouped/ rearranged wherever necessary to conform to this year's classification (Ro.in Laco)

_ AUnihline ma st Rirolit e ut
Particiilers it Miiee Mareh 21,2018 March 31,2017

2.1 Property Plant and Equipment 211 294419 1.561131
2.2  Capital Work In progress 22.1 271679 1,545,762
2.3  Intangible Assets 231 1 0
TOTAL 566,099 511,893
2.4 Intangible assets under development - -
TOTAL - ' =

25 FINANCIALASSETS -INVESTMENTS

(Rs. in Lacs)

Aleoriinl E1 st Arrre il o ut
Miireh 312018 Karch 21.2017

Parilecilars

Investment in Equity Instruments Non Trade - Unquoted (at Cost)

Jaint Ventures Comparies

3375000 (PY:3375000) Equity Shaves of Rs. 10/~ each In , -
Himachal Emta Power Limited 3318 318
Less Provision for doubtful investments 1338} ' 338

TOTAL | . -

The company has made an investment of Rs. 337.50 Lacs in the equity of Himachal EMTA Power Ltd. (HEPL), which has
been established as company’s joint venture with EMTA for setting up (2*250 MW) thermal power plant at Raniganj, West
Bengal. The company has 50% equity participation in HEPL. The objective of joint venture is investment in coal block for
ensuring the uninterrupted fuel supply thereto.

However Hon'ble “Supreme Court of India” has cancelled all allotments of coal blocks and termed all captive coal block
allocations since 1993, asillegal. The Joint Venture company of Himachal EMTA has filed claim to the Ministry of Coal for
expenditure incurred on the project and has not received the claim from the Ministry of Coals as yet. Provision for
doubtfulinvestments has been madein books till final share from the Himachal EMTA is received by the company.

2.6 FINANCIALASSETS -LOANS

{Rs. in Lacs)
Paitioglars Amount - =t | Amutint e i
Mareh 31,2010 March 31,2047
Security Deposits

- Securad Considered Good - : -
- Unsecured Considered Good - 148 | s
- Doubtful x - -
TOTAL 148 _ 46

2.7 FINANCIALASSETS - OTHERS )
(Rs.in Lacs)

Arritidnt &t st At as at
Pasiledilar

Fixed Deposits with Banks having Maturity for more than 12 months - 13,069
TOTAL . 12,069

58




ANNUAL REPORT 2017-2018 HIMACHAL PRADESH POWER CORPORATION LTD. §§

e
FOWER CORPORATION LTD.

28 Defered Tax Assests =

TOTAL - =
29  Regulatory Deferral Account Debkt Balance s : =
TOTAL = .
2.10 OTHERNONCURRENTASSETS (Rs. in Lacs)
Bevitrienil ax AT Arroiimd s it
Capital Advances:
Secured by Hypothecation of Equipment and / Materlal = =
Unsecured Considered Good : - =
Covered by Bank Guarantee 5.082 &6B3
Others 44940 3,806

Loans and advances to Related Parties
Loans and Advances to Joint Ventures

Secured Considered Good - -

Unsecured Consldered Good 61 ' &t
Less Provision for doubtful advance ' 61 ] il
Advances to Others

Others - Secured Considered Good 5 5
Others - Unsecured Considered Good [Fif] _ Li57,

Deposit with Judidal Authosities - -
Capital Stores At Cost {as certified by the managemenit)

Steel 0 1l
Cement - -
Others (Capital Stores) ' I I
Material at site . -
Other ltems 32 5
Recoverable Contractors _ 13620 _ B556
Others Recoverable 231 233
Less Provision for doubtful recoverable 167) : {23)
Recoverable from Staff 1 T
Deposits With Income Tax Authorities BAT3 birl |
Grant Receivable Non Current Ra22 ARA
TOTAL 34,444 9,297
2.11 INVENTORIES (Rs. in Lacs)
March Y1018 March 31 3017
Loose Tools D Q.
Stores and Spares . i E1]
Less Provision for Shortage and Obsolescence d =
TOTAL 34 ] 3
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2.12 FINANCIALASSETS-TRADERECEIVABLES (Rs. in Lacs)
Aot s of Amintimt s it
M 11 200 March 31,2017

Secured considered good
Unsecured considered good
Power 1.593 1,543
Lab Charges 2q -
Daubtful - T

TOTAL ] 1.617 1,543

Related Party Nil ( PY Nil)

2.13 FINANCIALASSETS-CASHAND CASHEQUIVALENTS

(Rs. in Lacs)

I e Riorestit ok ot Armi.mﬂ an At
Ml 1. 2018 Mareh 30,2017

Cash and Bank Balances )
Cash In hand {Including Imprest) 1 0
Stamps In hand o [
Balances with Banks ]
(i} CumentDeposits 24,525 36,313
(i) Term Deposits with maturity period up to 3 months 8391 i
Cheques and Drafts in hand 0 _ Uik

TOTAL 32517 36,518

2.14 FINANCIALASSETS-BANKBALANCEOTHERTHAN ABOVE

(Rs. in Lacs)

Aot ot ot AmiimT as bk
Particulars Miirch 112018 March 31,3017
Other Bank Balances
Margin Money for Pledged Deposits |, 201 1,205
Margin Money for BG/ Letter of Credit |, 125 1125
Other Term Depaosits having maturity period for more than 3 months 492 1369
TOTAL 2818 5,699
2.15 FINANCIALASSETS-LOANS (RS in Lacs)

Amouiata Amvodmlias &8
Mtarch 31,2078 Marzh 312M 7

PFarticulars

Loans and Advances to Related Partles

Loans and Advancas to Directors

Secured Considered Good : = =
Unsecurad Considered Good ; - -
Advanices to Employees [Unsecured Considered Good) L

Recoverable from Staff 1

TOTAL 12

W | |
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2.16 FINANCIALASSETS-OTHERASSETS 5 Lacs

Amount as at Amount as at
March 31,2018 March 31,2017

Interest Accrued but not due on Deposits with Banks 177 400
Amount Recoverable from Contractors 3,085 1,221
Income Tax Refund - 1,067

Recoverable from Staff - =

Interest Recoverable 227 444
Other Current Assets 0 0
TOTAL 3,489 3,132

2.17 CURRENT TAX ASSETS = =
TOTAL = =

2.18 OTHER CURRENT ASSETS (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Advances to Contractors & Suppliers

Secured Considered Good - -
Unsecured Considered Good 187 3,632
Considered Doubtful - -

Less Provision for Doubtful Advances - -

Advances Others

Secured Considered Good - -

Unsecured Considered Good 41 -
TDS Recoverable - 85
Prepaid Expenses 50 415

Grant Receivable - -
TOTAL 278 4,133

2,19 EQUITYSHARECAPITAL

as at March 31,2018 as at March 31,2017
AUTHORISED
Equity Shares of par Value of Rs 1,000/- each 2,00,00,000 2,00,000 2,00,00,000 2,00,000
ISSUED, SUBSCRIBED AND FULLY PAID UP
Equity Shares of par Value of Rs 1,000/- each fully paid up 1,84,55,633 1,84,556 1,67,09,008 1,67,090
TOTAL 1,84,556 1,67,090
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2.19.1 DETAILOF SHAREHOLDING HOLDING MORETHAN 5% SHARES INTHE COMPANY

as at March 31,2018 as at March 31,2017
21

Government of Himachal Pradesh 52,76,345 29 3,529,750
Himachal Pradesh Infrastructure Development Board 1,18,71,507 64 11,871,477 71
Himachal Pradesh Electricity Board Limited 13,07,731 7 1,307,731 8

(13,07,731 Equity Shares Issued in kind)

TOTAL 1,84,55,583 100.00 16,708,958 100.00

2.19.2 RECONCILIATION OF SHARES OUTSTANDINGIS SETOUT BELOW:

as at March 31,2018 as at March 31,2017

No of shares at the beginning 1,67,09,008 1,67,090.08 1,51,05,958 1,51,060
No of shares issued during the year 17,46,625 17,466.25 16,03,050 16,031
No of shares at the end 1,84,55,633 1,84,556.33 1,67,09,008 1,67,090
2.20 OTHER EQU'TY (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Retained Earnings

Opening Balance (3,687) (515)
Less Previous years adjustment = =
Add: Profit/Loss for the year as per Statement of Profit and Loss (7,912) (3,172)
Closing Balance (11,600) (3,687)
2.21 LONGTERMBORROWINGS (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Long Term Loans

From Other Parties
Secured

(hypothecation against assets of HEP)

Power Finance Corporation for Sawara Kuddu HEP

(Rate of Interest 12.75% payable in Quarterly instalments from Jul 2018 to Oct 2044) L Ui,
Power Finance Corporation for Kashang HEP 0 0
(Rate of Interest 9.75% payable in Quarterly instalments up to October 2017)

1,471 1,471
Unsecured
Government of Himachal Pradesh Loan for Shongtong HEP 7915 5622
(Rate of Interest 3.83% pa payable in half yearly Instalments from Jul 2018 to Jan 2028) ! !
Government of Himachal Pradesh Loan for Shongtong HEP 4838 2311
(Rate of Interest 0.75 % pa payable in half yearly Instalments from Jul 2023 to Jan 2053) ! !
Government of Himachal Pradesh Loan (Trench 1)
(Rate of Interest 10 % payable in yearly instalments of principal with interest from 3,890 45,507

Apr2018to Jan 2023)
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Government of Himachal Pradesh Loan (Trench I1)
(Rate of Interest 10 % payable in yearly instalments of principal and interest from 41,073 45,458
Apr2018 up to Jan 2025)

Government of Himachal Pradesh Loan (Trench Ill)

(Rate of Interest 10 % payable in yearly instalments of principal and interest from 32,316 55,540
Apr2018 up to Jan 2026)

Government of Himachal Pradesh Loan (Trench IV)

(Rate of Interest 10 % payable in yearly instalments of principal and interest from 27,370 36,498
15Jan 2018 up to Jan 2027)

1,16,701 1,90,936
TOTAL 1,18,172 1,92,407

The company has beenregularinrepayment of theloans or interest thereon during the year.

The Government of HP has allowed deferment of loan and interest till FY 2018-19, which has been approved by the GoHP
on09/01/2018.

2.22 OTHERFINANCIALLIABILITIES (Rs. in Lacs)
e —— L
March 31,2018 March 31,2017

Deferred Repayment of Interest of Govt. of Himachal Pradesh Loan 69,660 75,261
Deferred Repayment of Principal of Govt. of Himachal Pradesh Loan 41,135 41,135
Deposits Retention Money from contractors and others 2,793 4,521
Less Investment held as Security an (17)

TOTAL 1,13,577 1,20,900

The Government of HP has allowed deferment of loan and interest till FY 2018-19, which has been approved by the GoHP
on09/01/2018.

2.23 PROVISIONS NON CURRENT (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Unfunded Employees Benefit

Provision for Pension Contribution 1,630 1,363
Provision for Gratuity 801 645
Provision for Leave Encashment 2,577 2,250

TOTAL 5,008 4,258

(Rs. in Lacs)

As at For The Year As At

Unfunded Employees Benefit

Pension Contribution 1,363 267 = 0 1,630
Gratuity Provision 645 686 527 2 801
Leave Encashment 2,250 1,089 665 98 2,577
Others = = - - -

TOTAL 4,258 2,042 1,192 100 5,008
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2.24 OTHER NON CURRENTLIABILITIES
Capital Grant Government of India (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

A) Utilised Grant

Renuka

Opening Balance 68,680 68,680
Addition during the year - -
Less Accumulated Depreciation on Fixed Assets (153) (131)
Closing Balance 68,527 68,549
Gyspa

Opening Balance 988 942
Addition during the year 35 46
Less Accumulated Depreciation on Fixed Assets (7) (6)
Closing Balance 1,015 981
Total Utilised Grants 69,542 69,530

The Renukaji Dam Hydro Electric project and Gyspa Dam project is being implemented by HPPCL as a National project
and is fully funded by the Govt. of India and Govts. of beneficiary states. The contributions received for Renukaji Dam
project from the Centre Govt., Delhi Jal Board & the Haryana Govt. aggregating Rs. 68,680 Lacs and for Gyspa Dam
project from CWCRs. 500.00 Lacs have been treated as Capital Reserve (Net of depreciation) in compliance with AS-12.

2.25 TRADEPAYABLES (Rs. in Lacs)
e
March 31,2018 March 31,2017
Trade Payables - -
TOTAL = -
2,26 OTHERCURRENTLIABILITIES (Rs.in Lacs)
e R
March 31,2018 March 31,2017

Liabilities for Employee's remuneration and benefits 116 110
Liabilities for Contractors & Suppliers 4,141 3,683

Liabilities for Government Departments 847 277

Interest accrued and due on Unsecured Loans 29,292 -

Interest accrued and due on Secured Loans 36 41

Current portion of Power Finance Corporation Loan payable = 150

Current portion of Govt of Himachal Pradesh Loan 93,026 4,152

Provision for Expenses 31,625 35,490

Deposits Retention Money from Contractors and Others 1,971 6,113

Advance for Deposit Work 14 13

Taxes and Duties payable 122 174

Bank Overdrawn due to Bank Reconciliation - -

Share Application Money Pending Allotment 1,000 4,753

TOTAL 1,62,191 54,956
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2.27 PROVISIONS CURRENT (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

A) Unfunded Employee Benefits
Gratuity Payable 9 4

Leave Encashment Payable - 5

Pension Payable - -
Others = =
TOTAL 9 9

(Rs. in Lacs)

As at For The Year As At

Unfunded Employees Benefit

Pension Contribution - = - _

Gratuity Provision 4 18.81 = 14 9
Leave Encashment 5 54.06 = 59 =
Others = = = = =
TOTAL 9 72.87 - 73 9
Inter Unit Transfers
IUT 0 (0)
TOTAL 0 (0)
2.28 REVENUE FROM OPERATIONS (Rs.in Lacs)
T
March 31,2018 March 31,2017
Sale of Energy 8,315 1,437
Sale of Services
Rent of Land - -
Rent from Property 21 34
TOTAL 8,336 1,471
2.25 MISCELLANEOUSINCOME (Rs. in Lacs)
L eee AL I
March 31,2018 March 31,2017
Interest on Bank Deposits/FDR's 37 513
Interest from Banks 2 14
Income from Providing Design Works/Lab Receipts 3 2
Adjustment of Depreciation on Capital Grants - -
Late Payment Surcharge 30 73
Prior Period Income 502 -
Other 4,455 3,143
TOTAL 5,029 3,745
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2.30 EMPLOYEEBENEFITS EXPENSES (Rs.in Lacs)
L eee AL I
March 31,2018 March 31,2017
Salaries, Wages, Allowances and Benefits 1,231 1,033
Contribution to Provident and Other Funds 52 11
Leave Salary and Pension Contribution 85 203
Welfare Expenses 16 14
TOTAL 1,385 1,261
2.31 FINANCE COST (Rs.in Lacs)
|
March 31,2018 March 31,2017
Interest on Term Loans 9,623 3,510
Bank Charges/LC Charges - 1
TOTAL 9,623 3,511
2,32 DEPRECIATION EXPENSES (Rs.in Lacs)
B
March 31,2018 March 31,2017
Depreciation for the year 8,095 2,138
TOTAL 8,095 2,138
2.33 OFFICEAND ADMINISTRATIVE EXPENDITURE (Rs.in Lacs)
L L
March 31,2018 March 31,2017
Repairs and Maintenance Vehicle 1 2
Repairs and Maintenance Office Furniture & Equipment's 1 4
Repairs and Maintenance Plant and Machinery 128 19
Repairs and Maintenance Buildings 144 13
Repairs and Maintenance Others 15 =
Free Power 28 187
Energy Charges = 12
Office Expenses 1 1
Hospitality and Entertainment Expenses 2 2
Meeting Expenses 1 2
Misc. Expenses 348 49
Provision for Doubtful Investments = 398
Provision for Doubtful Advances 49 23
Communication Expenses 10 22
Rent, Rates and Taxes 25 49
Consultancy Fees 1 7
Annual Technical Support-SAP 491 313

Vehicle Running Charges & Insurance Charges 1 4
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Training Expenses 1 3
Fees & Subscription 6 1
Electricity & Water Expenses 98 21
Printing & Stationery 8 7
Books, Periodicals & Newspapers

Freight & Labour Charges -

Raising Day Expenses 10

Legal & Professional Charges 119 51
Postage & Telegram Expenses = =
Publicity & Advertisement Expenditure 3 5
Expenditure on Transit Camps/Guest House - 1

Business Promotion Expenses = =

Insurance-Other Assets 29 =
Statutory Audit Fees (Including Out of pocket Expenses) 9 12
Travelling and Conveyance 5 6
Hiring of Vehicles 97 64
Bank Guarantee Encashed = 21
Expenses in relation to Sale of Power 173 =
Prior Period Expenses 348 167
TOTAL 2,156 1,478
2.34 EARNINGPERSHAREBASICANDDILUTED (Rs. in Lacs)
L e
March 31,2018 March 31,2017
Net Profit after Tax (7,912) (3,172)
Weighted Average Number of Shares 1,75,82,271 1,51,07,433
Face Value of Share 1,000 1,000
EPS (45) (20)
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Note No.2.2.1
CAPITAL WORK-IN-PROGRESS (Rs.in Lacs)
Amount Addition Deletion Amount
As at during during As at
31.03.2017 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2018
Residential Buildings 2.2.1.1 68 62 107 (45) 23
Non Residential Buildings 2.2.1.1 127 83 108 (25) 102
Roads, Bridges & Culverts 2.2.1.1 64 431 407 24 88
Civil Works 2.2.1.1 1,37,924 21,092 61,901 (40,809) 97,115
Electro-Mechanical Works 2.2.11 49,375 11,295 22,494 (11,1999) 38,176
Construction Power 2.2.1.1 222 28 41 (13) 209
Land Submerged Area 2.2.1.1 31,911 - 12,347 (12,347) 19,564
Investigation & Survey 2211 8 20 16 4 12
Environment and R&R Expenses 2211 121 65 2 63 184
G.Total 2,19,820 33,076 97,423 (64,347) 1,55,473
Expenditure During Construction 2.2.2 1,35,942 23,360 43,096 (19,736) 1,16,206
Total Carried forward to Balance Sheet 3,55,762 56,437 1,40,519 (84,083) 2,71,679
Note No. 2.2.1.1

CAPITAL WORK IN PROGRESS (PROJECT WISE)

(Rs.in Lacs)

Non Roads, Electro- Land
Residential | Residential | Bridges & Civil Mechanical | Construction | Submerged | Investigation | Environment

Buildings | Buildings Culverts Works Works Power Area & Survey | Expenses
asat as at as at as at as at as at as at asat as at
31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018

Sundernagar 1 - = - - . - - .
Sawra Kuddu HEP 14 - 0 64,160 23,464 58 - - -
Kashang HEP Stage-I - = = 28 - - - - ,
Sainj HEP = 3 80 = 3 = = = =
Renukaji Dam Project - - - = = = 19,564 = -
Shongtong HEP - - - 22,640 12,553 38 - - -
Triveni HEP - - - = = - - - -
Thana Plaun HEP - - - - - - = 12 47
Gyspa HEP 8 99 8 - - - - - -
Surgani Sundla HEP = = = - - - - - -

Deothal Chanju = = = = - - - - 43

Chanju-lll = - - - - - - - 28

Berra-Dol
Solar Power Project

Kashang HEP
Stage-1l &Il

G.Total 23 102 88 97,115 38,176 209 19,564 12 184

- - 0 228 2,156 113 = s 66

- - - 10,059 : - - - -
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NoteNo.2.2.2 EXPENDITURE DURING CONSTRUCTION

(Rs. in Lacs)

Addition Deletion Amount
During During As at
31.03.2017 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2018

EXPENSES (A):
Employees' Benefits Expenses 2.2.2.1 45,212 5,896 (7,570) (1,674) 43,538
Finance/Interest Cost 2222 55,684 11,092 (22,158) (11,066) 44,618
Depreciation Expenses 2223 2,439 625 (640) (15) 2,424
Office and Administrative Expenses 2224 38,415 8,350 (12,729) (4,379) 34,036
TOTAL (A) 141,750 25,962 (43,097) (17,135) 1,24,615
Less: Miscellaneous Income 2225 (5,808) (2,602) 0.98 (2,601) (8,409)
Less: Renukaji & Gyspa Project Depreciation ) i ) ) )
adjusted against Capital Reserve
NET EXPENDITURE (B) (Carried forward to CWIP) 135,942 23,360 (43,096) (19,736) 1,16,207

Note No. 2.2.2.1 EMPLOYEE BENEFITS EXPENSES (Expenditure During Construction)

(Rs. in Lacs)

“ Amount Addition Deletion Amount
As at During During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017
Salaries, Wages, Allowances and Benefits 38,654 5,428 (6,776) (1,348) 40,002
Contribution to Provident and Other Funds 801 85 (141) (56) 857
Leave Salary and Pension Contribution 2,917 242 (455) (213) 3,130
Travelling Exp. 349 45 (38) 7 342
Medical Exp. 425 47 (90) (43) 468
Welfare Expenses 392 49 (71) (21) 413

TOTAL 43,538 5,896 (7,570) (1,674) 45,212

Note No.2.2.2.2 FINANCE/INTEREST COST (Expenditure During Construction)

(Rs.in Lacs)

Amount Addition Deletion Amount
As at During During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017
Interest on Term Loans 44,564 11,091 (22,156) (11,065) 55,629
Bank Charges/LC Charges 35 1 (1) 1 35
Others-FBT/Service Tax Interest 19 0 (2) (2) 21
TOTAL 44,618 11,092 (22,158) (11,066) 55,684

Note No. 2.2.2.3 DEPRECIATION EXPENSES

(Rs. in Lacs)

Addition Deletion Amount

During During During
FY 2017-18 | FY 2017-18 | FY 2017-18 | FY 2016-17

Depreciation for the year (Transferred to Profit & Loss Account) - - - -

Depreciation for the year (Transferred to Expenditure During Construction) 625 (640) (15) 1,026
TOTAL 625 (640) (15) 1,026
Depreciation written off from Capital Reserve = = = -
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NoteNo.2.2.2.4 OFFICEAND ADMINISTRATIVE EXPENDITURE (Projects Incidental Expenditure) (Rs. in Lacs)
Amount Addition Deletion Amount
As at During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017
Repairs and Maintenance Vehicle 78 14 (14) (1) 79
Repairs and Maintenance Office Furniture & Equipment's 66 34 9) 25 41
Repairs and Maintenance Plant and Machinery 91 1 (0) 0 91
Repairs and Maintenance Buildings 534 187 (45) 142 392
Repairs and Maintenance Others 43 2 (33) (31) 74
Office & Administration Expenses 537 1 - 1 536
Hospitality and Entertainment Expenses 132 9 (21) (11) 143
Meeting Expenses 53 6 (6) 0) 53
Misc. Expenses 140 0 (11) (11) 151
Communication Expenses 521 83 (48) 35 486
Rent, Rates and Taxes 1,277 236 (82) 154 1,123
Consultancy Fees 851 24 (11) 13 838
Annual Technical Support-SAP/ AMC 1,023 314 (2) 311 712
Vehicle Running Charges & Insurance Charges 205 38 (36) 2 203
Hired Vehicle Expenses 1,608 231 (553) (322) 1,930
Training & Seminar 265 14 (11) 3 262
Fees & Subscription 29 9 (18) 9) 38
Electricity & Water Expenses 339 43 (99) (57) 396
Printing & Stationery 239 27 (40) (13) 252
Books, Periodicals & Newspapers 60 8 (7) 1 59
Freight & Labour Charges 33 3 (1) 3 30
Insurance 21 4 (10) (6) 27
Raising Day Expense 34 - (1) (1) 35
Legal & Professional Charges 329 51 (36) 15 314
Postage & Telegram Expenses 25 2 (3) (1) 26
Publicity & Advertisement Expenditure 215 13 (26) (12) 227
Expenditure on Transit Camps/Guest House 39 4 (2) 2 37
Business Promotion Expenses 165 0 - 0 165
Dismantling and Removal expenditure - - - - -
Foreign Exchange Variation Cost 56 71 - 71 (15)
Land Acquisition Expenses 7 2 = 2 5
LADA 5,019 1,862 (1,070) 792 4,227
Relief and Rehabilitation Costs 5,415 708 (462) 246 5,169
Environmental and Ecology exp. 4,727 14 (59) (45) 4,772
Expenditure on Enabling Assets 461 6 (615) (609) 1,070
CAT Plan 4,684 0 (2,250) (2,250) 6,934
Study and Research 43 0 - 0 43
Survey & Investigation 8,914 253 (448) (196) 9,110
Construction Power HPSEBL 1-8-1 46 46 - 46 -
Environment Management Plan 1,232 45 - 45 1,187
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Fuel expenses Data Centre 5 2 = 2
Gift & Presentation A/c (Pending Allocation) 4 - (1) (1) 5
Honorarium & Stipend (0) 4 (34) (29) 29
Incidental expenses-Power Water & parks 45 = - - 45
Outsource Manpower Expenses (Pending Allocation) 2,540 505 (1,110) (604) 3,144
Reatain earning Adjustment unto FY 2014 2,410 885 - 885 1,525
Safety Related Expenses (0) - (1) (1) 1
Winter Heating Exp. (Pending Allocation) 59 4 (1) 2 57
Wages (Daily paid staff) (PROJECT) 7 1 - 1 6
Remuneration to Auditors (PROJECT) 14 (1) 2 1 13
Consumables Stores 83 6 (4) 2 81
Transmission lines 12 - (2) (2) 14
Common Cost (HO & SNR) (2,544) 2,579 (5,547) (2,968) 424
Incidental exp after COD(proportio)Stage-12017-18 (1) - - - (1)
Incidental exp Before COD Stage-1 (8,153) - - - (8,153)
TOTAL 34,036 8,350 (12,729) (4,379) 38,415

NoteNo.2.2.2.5 MISCELLANEOUSINCOMETRANSFERRED TO EXPENDITURE DURING CONSTRUCTION g i 1acs)

Amount Addition Deletion

As at During During
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017

Interest from Banks Deposits/FDR's (4,644) (0) 0.98 0.98 (4,645)
Income from Providing design work/Lab Receipts (40) - - - (4)

Interest from Employees - = = - -

House Rent Collection from employees/Other recovery (15) - - - (15)

Interest from Govt Departments - = = - -

Interest on Tax Refunds (320) = - = (320)
Income from Sale of Tender Forms 3) = = = 3)
Income from Contractors (56) = - = (56)
Income from Transit Camp/Guest House (1) - - - (1)
Gain on sale of Assets (12) (0) - (0) (1M
Miscellaneous Receipts (3,365) (2,602) - (2,602) (763)

TOTAL (8,409) (2,602) 0.98 (2,601) (5,808)
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NoteNo.2.3.1 OTHERINTANGIBLE ASSETS (Rs. in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK
As at dﬁ‘:;::;'::e Deductions/ As at As at For As at As at As at
01.04.17 year Adjustments | 31.03.18 | 01.04.17 the Year 31.03.18 | 31.03.17
92 1 0 93 92 0 1 0

SRR
0 0 92

Software
Total (A) 92 1 0 93 92 0 0 0 92 1 0
Previous Year's Total 92 0 0 93 0 0 46 0 46

2.35 DISCLOSUREON FINANCIALINSTRUMENTS AND RISK MANAGEMENT
i) FairValue Measurement
a) Financial Instruments by Category (Rs. in Lacs)

As at March 31, 2018 As at March 31,2017
Amortised Cost Amortised Cost

Financial Assets

Non Current Financial Assets

(i) Investments 2.5 - -
(ii) Loans 2.6 148 146
(iii) Others 2.7 - 13,069

Bank Deposits with more than 12 Months Maturity

Current Financial Assets

(i) Trade Receivables 2.12 1,617 1,543
(i) Cash and Cash Equivalents 2.13 32,517 36,518
(iii) Bank Balance other than above 2.14 2,818 5,699
(iv) Loans 2.15 12 3
(v) Other Assets

Interest Accrued 2.16 177 400
Other Recoverable 2.16 3,312 2,732
Total Financial Assets 40,601 60,110

Financial Liabilities

(i) Long Term Borrowings

a) Term Loans Financial Institutions 2.21 1,471 1,471
b) Term Loans from Others 2.21&2.22 2,27,496 3,07,332
(i) Deposits / retention non current 2.22 2,793 4,521

Current Financial Liabilities

(iii) Other Financial Liabilities

a) Current Maturity of Term Loans Financial Institutions 2.26 36 191
b) Current Maturity of Term Loans other 2.26 1,22,318 4,152
¢) Deposit/ retention Money 2.26 1,971 6,113
d) Liability against Capital Works 2.26 4,141 3,683
e) Other Payables 2.26 33,724 40,817
Total Financial Liabilities 3,93,951 3,68,280

Note :- The Company does not classify any financial Assets/ Financial Liabilities at fair value through profit and Loss
and other comprehensive Income
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B) FAIRVALUATION MEASUREMENT
(i) FairValue Hierarchy

This section explains the judgements and estimates made in determining the fair values of the financial instruments that
are (a) recognised and measured at fair value and (b) measured at amortised cost and for which fair value are disclosed in
the financial statements. To provide an indication about the reliability of the inputs used in determining fair value, the
company hasto classifyits financial instrumentsinto the three levels prescribed under the accounting standards.

Level 1: Level 1 hierarchy includes financial instruments measured using quoted prices. This includes listed equity
instruments and traded bonds that have quoted price. The fair value of all equity instruments including bonds which are
traded in the recognised Stock Exchange and money markets are valued using the closing prices as at the reporting date.
The company has nofinancialinstruments that are listed and traded in recognised Stock exchanges.

Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation
techniques which maximise the use of observable market data and rely as little as possible on entity-specific estimates. If
all significant inputs required to fair value an instrument are observable, the instrument is included in level 2. This
includes security deposits/ retention money and loans at below market rates of interest.

Level 3:If one or more of the significantinputs is not based on observable market data, the instrumentisincludedin level
3.

(a) Financial Assets/Liabilities Measured at FairValue- recurring Fair Value Measurement (Rs. in Lacs)

As at March 31, 2018 As at March 31, 2017
ovein | toveiz | toveis | Lovel1 | Levei2 | Levels |

Financial Assets at FVTOCI

(i) Investments

- In equity Instrument quoted - - = - - ,

- In government Securities - - = 5 - -

- In public sector undertakings/
Public Financial Institution and
Corporate Bonds

TOTAL - - - - - -

(b) Financial Assets/Liabilities measured atamortised cost for which fair value are not disclosed (Rs.in Lacs)

As at March 31, 2018 As at March 31,2017
“ovein | toveiz | toveis | Level1 [ Lovel2 | Loves |

Financial Assets
(I) Loans to employees & Others | 2.6 &2.15 160 - 149
(i) Other - - - - - -

Bank deposits with more than
12 months maturity

Total Assets - 160 - 13,069 149 =

2.7 - - - 13,069 - -

Financial Liabilities

(I) Long term Borrowings (incl.

current Maturity & Interest) 2.2182.26 351,321 - 3,13,146

(i) Deposit / Retention Money -
(Including Current) 221&2.26 4,764 10,633

Total Liabilities - 3,56,086 - - 3,23,779 -
Total = = = =
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Valuationtechniquesand process used to determine fair values

The Company values financial assets or financial liabilities using the best and most relevant data available. Specific
valuation techniques used to determine fair value of financial instrumentsincludes:

-Use of Quoted market price or dealer quotes for similar instruments.

- Fair value of remaining financial instruments is determined using discounted cash flow analysis.

The company has a team that performs the valuation of financial assets and liabilities required for financial reporting
purpose

(iii)  FairValue of financial assets and Liabilities measures at carrying cost (Rs.in Lacs)

As at March 31, 2018 As at March 31, 2017

Financial Assets

(I) Loans to employees & Others | 2.6 & 2.15 160 160 149 149
(i) Other = = = =
Bank deposits Wlt.h more than 27 i ) 13,069 13,069
12 months maturity

Total Assets 160 160 13,218 13,218
Financial Liabilities

() Long term Borrowings (incl. -, ' - 5 3,51,321 3,51,321 3,13,146 3,13,146
current Maturity & Interest) 2l &2. = = e e

(i) Deposit / Retention Money |, | ) ¢ 4,764 4,764 10,633 10,633
(Including Current)

Total Liabilities 3,56,086 3,56,086 3,23,779 3,23,779

Significant Estimates:

The fair value of financial instruments that are not traded in an active market is determined using valuation techniques.
The company uses its judgement to select a variety of methods and make assumptions that are mainly based on market
conditions existing at the end of each reporting period. Deposits/ Retention money are fair valued using the domestic
borrowing rate applicable to the company attheyearend.
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(ii) Financial Risk Management

Financialrisk factors:

The Company's principal financial liabilities comprise borrowings, trade and other payables. The main purpose of these
financial liabilities is to manage finances for the Company's operations. The Company has advances and other
receivables, trade and other receivables, investments and cash and short-term deposits that arise directly from its
operations.The Company's activities expose it to a variety of financial risks:

a) Creditrisk:

Credit risk is the risk that a counter party will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The company is exposed to credit risk from its operating activities (primarily trade receivables)
and fromits financing activities including deposits with banks and financial institutions.

I =

Cash & Cash equivalents, Aging analysis  Diversification of bank deposits,
Credit Risk Trade receivables and financial assets credit limits and letter of credit
measured at amortised cost

Liquidity Risk Borrowings and other facilities Rolling cash Ava|lab|l|ty of commlttgq FrEd't
flow forecasts lines and borrowing facilities
. . Sensitivit
Market Risk-Interest rate Long term borrowings at Fixed rates ensitivity Ipterest ISR ATy er
analysis financer

b) Liquidityrisk:
Liquidity risk is the risk that the Company may not be able to meet its present and future cash and collateral obligations
withoutincurring unacceptablelosses.

c) Marketrisk:

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in
market prices. Market prices comprise three types of risks: currency rate risk, interest rate risk and other price risks.
Financial instruments affected by market riskinclude loans and borrowings, deposits, investments. Foreign currency risk
is the risk that the fair value or future cash flows of financial instrument/advances/retention money will fluctuate
because of changes in foreign exchange rates. Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates. This is based on the financial assets and
financial liabilities held as at 31st March, 2018 and 31st March, 2017. The company's risk management is carried out as
per policies approved by Board of Directors from time to time.

(A) CreditRisk:
The Company is exposed to credit risk from its operating activities (primarily trade receivables) and from its financing
activities, including deposits with banks and other financial instruments.

a) TradeReceivables:

The Company extends credit to customers in normal course of business. The Company monitors the payment track
record of the customers. Outstanding customer receivables are regularly monitored. The Company evaluates the
concentration of risk with respect to trade receivables as low; as its customers are mainly State Discoms to whom late
payment surcharge is as per the HPERC regulation. Further, the fact that beneficiaries are primarily State Discoms and
considering the historical credit loss experience for trade receivables, the Company does not envisage either
impairmentin the value of receivables from beneficiaries or loss due to time value of money, due to delay in realization of
trade receivables.

b) Financialassets at carrying cost:

The advances to contractors and other recoverable are shown at carrying cost. Management has assessed the past data
and does not envisage any probability of default on these loans.

c) Financialinstrumentsand cash deposits:

The Company considers factors such as track record, size/net worth of the institution/bank, market reputation and
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service standards and limits and policies as approved by the board of directors to select the banks with which balances
and deposits are maintained. The Company invests surplus cash in short term deposits with scheduled Banks.

(B) Liquidity Risk:

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities and the availability of
funding through an adequate amount of committed credit facilities to meet obligations when due. The Company's
objective is to maintain an optimum level of liquidity at all times to meet its cash and collateral requirements. The
Company relies on a mix of borrowings, capital infusion and excess operating cash flows to meet its need for funds. The
current committed lines of credit are sufficient to meet its short to medium term expansion needs. The Company
monitors rolling forecasts of its liquidity requirements to ensure that it has sufficient cash to meet capital expenditure
and operational needs while maintaining sufficient head room on its undrawn committed borrowing facilities at all
times, so that the Company does not breach borrowing limits or covenants (where applicable) on any of its borrowing
facilities.

Maturities of Financial Liabilities:
The table below provides undiscounted cash flows towards company's financial liabilities into relevant maturity based
ontheremaining period at the Balance Sheet date to the contractual maturity date. Balance due within 1 yearis equal to
their carrying balances as the impact of discounting is not significant.(refernote 2.21,2.22 & 2.26)

(Rs. in Lacs)

As at 31st March, 2018
o Outstanding| Within More than | More than 3| More than
Contractual maturities of
§i ial liabiliti Debt on oneYear [1year&Iless| year&less 5 Years
HARCIaEHEDIITEs 31.3.2018 than 3 Years | than 5 Years
1. Borrowings (including interest 2.21,2.22 3,82,911 = 2,94,012 40,754 48,146
accrued but not due) &2.26
2. Other financial liabilities 2.22&2.26 11,029 - 10,056 973 -
(Rs. in Lacs)
As at 31st March, 2017
e Outstanding| Within More than | More than 3| More than
Contractual maturities of
fi ial liabiliti Debt on oneYear [1year&less| year&less 5 Years
HHARCIGTHABIRTES 31.3.2017 than 3 Years | than 5 Years
1. Borrowings (including interest 2.21,2.22 3,13,146 - 1,78,564 55,513 79,068
accrued but not due) &2.26
2. Other financial liabilities 2.22&2.26 55,117 - 55,117 - -

(c) MarketRisk:

The sensitivity analysis excludes the impact of movements in market variables on the carrying value of post-
employment benefit obligations provisions and on the non-financial assets and liabilities. The sensitivity of the relevant
Statement of Profit and Loss item is the effect of the assumed changes in the respective market risks. The Company's
activities exposeittoavariety of financial risks, including the effects of changes in interest rates.

(i) Interestrateriskand sensitivity:

The company has taken borrowings from state government and PFC, only at fixed rate of interest which is not subjected
torisks of changes in market interest rates and the same has been shown at carrying value. (Rs.in Lacs)

As At As At
31" March 2018 31" March 2017

Fixed Rate Borrowings 2,52,369 2,37,844
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ii) PriceRisk:
Exposure:

The company has no exposure to price risk as there is no investment in equity shares which are listed in recognised stock
exchange andare publicly traded in the stock exchanges.

iii) Foreign Currency Risk

Foreign CurrencyRisk Exposure:

The company's exposure to foreign currency risk at the end of the reporting period expressed in INR (in lacs.) are as
follows:

m As At 31st March 2018 As At 31st March 2017

Financial Assets

Net Exposure to foreign currency risk (asset) 0.7 7.93 1.5 0
Financial Liabilities

Retention Money 0 14.65 3 0
Other Payables 0 1.38 0.41 50.54 12.34 0
Net Exposure to foreign currency risk (Liabilities) 0.7 -1.38 -0.41 -57.26 -13.84 0

The above foreign currency risk is only for the foreign currency advances and other liability on account supplier dues
and retention money payable to contractors. As per accounting policy of the company, transactions in foreign currency
areinitially recorded at exchange rate prevailing on the date of transaction. At each Balance Sheet date, monetary items
denominated in foreign currency are translated at the exchange rates prevailing on that date. Non-monetary items
denominated in foreign currency are reported at the exchange rate prevailing at the date of transaction.

Exchange differences arising on translation or settlement of monetary items are recognised in the statement of profit
andloss,intheyearinwhichitarises.

(iii) Capital Management

(a) Capital Risk Management:

The Company manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants. The primary objective of the Company's capital management is to maximize
the shareholder value. The Company's primary objective when managing capital is to ensure that it maintains an
efficient capital structure and healthy capital ratios and safeguard the Company's ability to continue as a going concern,
in order to support its business and provide maximum returns for shareholders. The Company also proposes to maintain
an optimal capital structure to reduce the cost of capital. No changes were made in the objectives, policies or processes
during the yearended 31st March, 2018.

The Company monitors capital using gearing ratio, which is net debt divided by total of Capital and Net Debt. The
gearing ratios are asfollows: Re.in Laco

As At As At
31" March 2018 31" March 2017

a) Loans and Borrowings 2,52,333.00 2,37,843.78
b) Trade and Other Payables 2,16,166.00 2,04,215.88
b) Less: Cash and Cash Equivalents 32,517.00 36,518.23
¢) Net Debt 4,35,982.00 4,05,541.44
d) Total Capital 1,72,956.00 1,63,403.08
e) Capital and Net Debt 6,08,938.00 5,68,944.52
f) Gearing Ratio 71.60 71.28
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Note: For the purpose of the Company's capital management, capital includes issued capital, and all other equity
reserves. Net debt includes, interest bearing loans and borrowings, trade and other payables less cash and short term
deposits.

(b) Loan Covenants:

Under the terms of the major borrowing facilities, the company is required to comply with the following financial
covenants:-

There is requirement to maintain Debt Equity ratio of 70:30 by the ADB, which is funding agency to the State
Government.
(c) Dividends:

The Company started commercial operation during the year 2016-17 and total cumulative loss as on 31.03.2018 is
Rs.11601 Lakhs, thus no dividend has been declared by the company.

Other Explanatory Notes to Accounts:
2.36 CONTINGENT LIABILITIES

(a) Claimsagainstthe Companynotacknowledged as debtsin respect of: (Rs. in Lacs)
IS oy ey
31" March 2018 31" March 2017

Capital Works 67,052.24 33,526.00
Land Compensation 16,123.89 33,132.00
Entry Tax 0 1,088.98
Others 335.25 318.00

TOTAL 83,511.38 68,064.98

(i) Capitalworks:

Contractors have lodged claims aggregating to Rs.67052.24 Lakh (previous year Rs.33526.00 Lakh), against the
Company on account of rate & quantity deviation, cost relating to extension of time and idling charges due to stoppage
of work/delays in handing over the site etc. These claims are being contested by the company as being not admissible in
terms of provisions of the respective contracts or are lying at arbitration tribunal/other forums/other Courts. As the
amounts recommended by the Dispute Boards (DBs) are much less than the amounts claimed by the contractors, the
claimsonaccountof furtherinterestand escalation, if any, have not been considered.

(ii) Land Compensation cases:

In respect of land acquired for the projects, some of the land losers have filed claims for higher compensation amounting
to Rs.16123.89 Lakh before various authorities/courts. Company has shown the same as contingent liability as the
matteris subjudice.

(iii) Others:
Claims on account of other matters amounting to Rs.335.25 lakhs mainly on account of claims for damage to property
due to construction activity at Sainj HEP.

Theaboveissummarizedasat31.03.2018 below: (Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
ason 31.3.2018 Against Liability Liability Contigent Liability
— the Claims | ason31.3.2018 | ason31.3.2017 for the period
Capital Works 67,052.24 0 67,052.24 33,526.00 33,526.00
Land Compensation 16,123.89 0 16,123.89 33,132.00 33,132.00
Entry Tax - 0 = 1,088.98 1,088.98
Others 335.25 0 335.25 317.92 17.33
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Theaboveis summarizedasat31.03.2017 below (Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
ason 31.3.2017 Against Liability Liability Contigent Liability
- the Claims | ason31.3.2017 | ason31.3.2016 for the period
Capital Works 33,526.00 0 33,526.00 5,228.30 28,297.70
Land Compensation 33,132.00 0 33,132.00 = 33,312.00
Entry Tax 1,088.98 0 1,088.98 1,088.98 =
Others 317.92 0 317.92 - 317.62

(b) The above contingent liabilities do not include contingent liabilities on account of pending cases in respect of
service matters & others where the amount cannot be quantified.

(c) Itisnotpracticabletoascertainanddisclose the uncertainties relating to outflow in respect of contingent liabilities.
(d) The company's management does not expect that the above claims/obligations (including under litigation), when
ultimately concluded and determined, will have a material and adverse effect on the company's results of operations or
financial condition.

2.37 DETAILOF CONTINGENT ASSETS (Rs. in Lacs)
As At As At
31" March 2018 31" March 2017
Civil Work 38,948.00 33,499.00
2.38 ESTIMATED AMOUNT OF COMMITMENTS NOT PROVIDED FORIS AS UNDER: (In Lacs)
As At As At
31" March 2018 31" March 2017
INR 1,21,674.16 1,30,741.39
Estimated amount of contracts remaining Euro 12.56 9.99
to be executed on capital account and uss 54.15 88.28
not provided for CHF 0.00 0.00
SWF 0.00 0.62

2.39 Balances of trade receivables, advances, deposits, trade payables, are reconciled periodically and are subject to
confirmation and consequential adjustments.

2.40 THEEFFECT OF FOREIGN EXCHANGE FLUCTUATIONDURINGTHEYEARIS AS UNDER: (Rs. in Lacs)

n Amount Charggd to Staterpept of Profit and Loss 6.56 (Net) 125.66 ( Net)
Account excluding depreciation

(il Amount ;harged to Expenditure attributable to 2085 3.42
construction

.. | Amount adjusted by addition to the carrying amount . .

(iii) ) Nil Nil
of fixed Assets

2.41 DISCLOSUREUNDERTHEPROVISIONS OF IND-AS-19'EMPLOYEE BENEFITS'
General description of various defined employee benefits are as under:

a) Defined Contribution plans:
Pension:
The Company employees are not covered under any Government pension scheme. However, the employees of the
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HPSEBL who are on secondment basis with the company the pension contribution is payable to the HPSEBL as per the
formula devised by them.

b) Defined benefit plans:

(I) Employers contribution to Provident Fund:

The employees of the company are covered under EPF Scheme with Regional Provident Commissioner and the
contributionis being paid on monthly basis to the authorities.

(ii) Gratuity:

The Company has a defined benefit Gratuity Plan, for its employees, which is regulated as per the provisions of Payment
of Gratuity Act, 1972. However the employees of the HPSEBL who are on secondment basis with the company the
gratuity contributionis payable to the HPSEBL as per the formula devised by them.

(iii) Leave encashment:

The Company has a defined benefit leave encashment plan for its Employees. Under this plan they are entitled to
encashment of earned leaves and medical leaves subject to limits and other conditions specified for the same. However
the employees of the HPSEBL who are on secondment basis with the company, the leave salary contribution is payable
tothe HPSEBL as per the formula devised by them.

2.42 SEGMENTINFORMATION:

a) Operating Segments are defined as components of an enterprise for which financial information is available that is
evaluated regularly by the Managementin deciding how to allocate resources and assessing performance.

b) Electricity generation is the principal business activity of the Company. Other operations viz., Lab Testing do not
form areportable segmentas perthe Ind AS 108 on'Segment Reporting'.

¢) TheCompanyishavingasingle geographical segmentasallits Power Stations are located within the Country.

d) Informationabout major customers: (Rs. in Lacs)

Revenue from Customers
Revenue from Customers

as percentage of revenue
2017-18 2016-17 2017-18 2016-17

1. HPSEB Limited 3720.42 14.71 44.74% 100%

Name of Customer

2. | TPTCL 4594.70 Nil 55.26% Nil

2.43 INFORMATIONON'RELATED PARTY DISCLOSURES'ASPERIND AS 241SASUNDER:

(a) ListofRelated Parties
(i) Directors & Key ManagementPersonnel:

I

Sh. Ajay Sharma, IAS Managing Director ( w.e.f. 23/02/2019 to 02/07/2019)

Sh. Devesh Kumar, IAS Managing Director (w. e. f. 21/04/2017 to 18/02/2019 and 02/07/2019 to till date)
Er. Devendra K. Sharma Managing Director (w. e. f. 13/09/2012 to 20/04/2017)

Sh. Neeraj Kumar, HAS Director (Personnel & Finance), (w.e.f. 26/10/2015 to 10/06/2019)

Er. M.S. Rana Director (Electrical) (w. e. f. 14/08/2012 to 01/04/2017)

Er. Ajay Kumar Gupta Director (Civil) (w.e.f. 17/06/2013 to 13/06/2016 and 17/06/2016 to 31/01/2018)
Er. Mahesh Sirkek Director (Electrical) (w. e. f. 19/04/2017 to till date)

Er. Dharam Singh Thakur Director (Civil) (w.e.f. 09/03/2018 to till date)

Sh. Manmohan Sharma, HAS Director (Finance & Personnel) (w.e.f. 10.06.2019 till date)

Sh. Sudarshan Sharma Company Secretary
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(ii) JointVentures:

Principal o Percentage of Shareholding/ voting Power
Name of Entity Place Principal As A As A
of operation Activities o o
P 31st March 2018 31st March 2017
Himachal EMTA Power Kolkata Thermal Power 50% 50%
Limited Generation
Transactions with therelated parties are asfollows: (Rs. in Lacs)

Transactions During the Year 2017-18 2016-17

Investment in Share Capital

Share Application Money - -

Amount Recoverable = 0.16
2.44 REMUNERATIONTODIRECTORS & KEY MANAGERIAL PERSONNEL (Rs. in Lacs)
| Pemiwles |Yerendedon2017-18| Vearendedon2016-17
i) Short Term Employee Benefits 156.30 120.15
i) Post Employment Benefits Nil Nil
iii) Other Long Term Benefits Nil Nil
iv) Termination Benefits Nil Nil
TOTAL 156.30 120.15

Whole Time Directors are allowed to the use of staff cars including private journeys on payment in accordance with
company rules.

2.45 INTERESTINOTHERENTITIES

(i) Interestinjointventures:

The company's interest in joint ventures as at 31st March, 2018 are set out below, which in the opinion of the
management, are material to the company.The entities listed below have share capital consisting solely of equity shares,
which are held directly by the company.The country ofin Company or registration is also their principal place of business
andthe proportion of ownershipinterestis the same as the proportion of voting rights held: (Rs. in Lacs)

Quoted Fair value Carrying Amount

Name of % of

) . | Relation | Accounting
Entity & place | ownership | o, ;) Method 31st March 31st March 31st March 31st March
of Business Interest 2018 2017 2018 2017

Himachal 50 Joint Equity * * **338 338
EMTA Venture Method

Power

Limited

« *Unlisted Entity- no quoted Price available
« **The Company has made provision of doubtful investments amounting to Rs 338 lakhs during the year.

« The Company has 50 % interest in Himachal EMTA Power Limited, which is a Joint Venture with EMTA Limited for
setting up (2*250 MW) thermal power Plant at Rani Ganj West Bengal. However the Hon'ble Supreme Court of India
has cancelled all allotment of coal Blocks and termed all captive coal Blocks asillegal.
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Summarised balance sheetas at 31 March 2018 using the Equity Method:

Himachal EMTA Power Limited (Rs. in Lacs)

L
31" March 2018 31" March 2017

Current Assets

Cash and Cash Equivalents 1.34 1.36

Other Assets 0.45 0.36

Total Current Assets 1.79 1.72

Total Non Current Assets 252.00 257.02

Current Liabilities

Other Liabilities 1.28 0.69

Total Current Liabilities 1.28 0.69

Non Current Liabilities

Financial Liabilities 121.00 121.00

Other Liabilities 22.83 23.48

Total Non Current Liabilities 143.83 144.48

Net Assets 108.68 113.57

Summarised statement of Profitand Loss using Equity Method: (Rs.in Lacs)

IS ooy
31" March 2018 31" March 2017

Revenue 0.00 0.00

Interest Income 1.00 1.00

Other Expenses 1.16 126.64

Depreciation and Amortisation 1.00 1.57

Profit Before Tax -1.34 -127.21

Total Comprehensive Income for the Year -1.34 -127.21

2.46 IMPAIRMENT OF ASSETS
Ind AS 36, in the opinion of the management there is no indication of any significant impairment of assets during the
year.

2.47 FAIRVALUATION OF ASSETS AND LIABILITIES

The company had adopted the carrying cost / value of all liabilities and assets as on 1st April 2015 and also on 1st April
2018, as the fair value of the assets and liabilities cannot be measured accurately due to the uncertainty involved in the
estimating the exact date of commissioning of the projects, which is dependent on various external factors and which
have impact on the payments to be made to the contractors and the amount to be recovered from them.

2.48 OTHERDISCLOSURES AS PERSCHEDULE-IIIOF THECOMPANIES ACT, 2013 AREAS UNDER: (Rs. in Lacs)
-“
Expenditure in Foreign Currency 9.60
B Earnings in Foreign Currency Nil Nil
C | Value of Import Calculated on CIF basis Nil Nil
i) Capital Goods Nil Nil
i) Spare Parts Nil Nil
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D | Value of Component, Stores and Spare Parts Consumed Nil Nil
i) Imported Nil Nil
i) Indigenous Nil Nil

2.49 QUANTITATIVEDETAILS IN RESPECT OF ENERGY GENERATED & SOLD

Hydro Power:
Licensed Capacity 165 MW 65 MW

2) | Installed Capacity 165 MW 65 MW

3) Actual Generation (million Units) 327.18 MUs 51.11 MUs
2,50 PAYMENTTO AUDITORSINCLUDES: (Rs. in Lacs)
As Auditors
Statutory Auditors (includes revision of fee from the F.Y. 2015-16) 5.62 8.89
Tax Audit 1.00 1.00
Other services (Certification fee) 0.70 0.00
Reimbursement of Expenses 1.51 0.00
Reimbursement of Service Tax 1.46 1.78

TOTAL 10.29 11.67

2.51 DISCLOSURERELATED TO CORPORATE SOCIALRESPONSIBILITY (CSR) AS PERTHE COMPANIES ACT, 2013:

The company has started commercial operations from the year 2016-17 and has not generated any profits during the
year hence CSRrulesare notapplicable.

2.52 INFORMATION IN RESPECT OF MICRO AND SMALL ENTERPRISES AS AT 31ST MARCH 2017 AS REQUIRED BY

MICRO, SMALLAND MEDIUM ENTERPRISES DEVELOPMENT ACT, 2006: (Rs. in Lacs)
| Patls | Yearendedon2017-13 | Yearendedon2016-17 |
a) Amount remaining unpaid to any supplier: Nil Nil
Principal amount Nil Nil
Interest due thereon Nil Nil
b) Amount of interest paid in terms of section 16 of the MSMED
Act along with the amount paid to the suppliers beyond the Nil Nil
appointed day

¢) Amount of interest due and payable for the period of delay in
making payment (which have been paid but beyond the appointed

day during the year) but without adding the interest specified 1L It
under the MSMED Act
d) Amount of interest accrued and remaining unpaid Nil Nil

e) Amount of further interest remaining due and payable even in

the succeeding years, until such date when the interest dues as

above are actually paid to the small enterprises, for the purpose Nil Nil
of disallowances as a deductible expenditure under section 23

of MSMED Act.
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Opening balances/corresponding figures for previous year/period have been re-grouped/re-arranged, wherever
necessary.

STATUS OF PENDINGINCOMETAX CASES AS ON DATE

i) For the F.Y. 2007-08 & 2008-09, the cases are pending before Hon'ble High Court of H.P. against the tax
liabilities imposed by the Ld. ITAT Chandigarh, whereas, the Corporation has filed an appeal before Hon'ble
High Court for full Tax exemption u/s 260A of Income Tax Act, 1961.

i) FortheFY.2009-10,2010-11,2011-12,2012-13 &2013-14, the cases are pending before Hon'ble High Court of
H.P.against the partial relief allowed by the Ld. ITAT Chandigarh, however, the Corporation has filed an appeal
before Hon'ble High Court for full Tax exemption u/s 260A of Income Tax Act, 1961.

iii) FY2014-15,the caseis pending before Hon'ble ITAT, Chandigarh, against the demand raised by the Assessing
OfficerIncomeTax department, Shimlacircle.

iv) FortheFY 2015-16,an amountof Rs. 11,05,28,339/- has been deposited as Advance tax (including TDS & TCS)
and Rs.29,25,700/- as statutory deposit @20%, against the total demand raised by the AO, Shimla Circle for Rs.
1,46,28,230/-.Corporation has preferred to appeal before CIT (Appeal) Camp at Solan, against the demand
raised by the Assessing Officer. The Appealis yet to be decided by the CIT (Appeal), Camp at Solan.

v) FortheFY2016-17,an amount of Rs. 6,55,52,279/- has been deposited as Advance tax (including TDS & TCS).
Theassessment proceeding is pending with the Assessing Officer of Income Tax authorities.

vi) FortheFY2017-18,anamountofRs.7,55,44,244/- has been deposited as Advance tax (including TDS and TCS)
with Income Tax authorities. The assessment proceedings are pending with the Assessing Officer of Income
Taxauthorities.

vii) For the FY 2018-19, an amount of Rs. 1,71,74,529/-, (Rs. 62,96,381+ Rs. 1,08,74,148) has been deposited as
Advancetax, TDS &TCS. Assessment proceedings by AO are under process.

ENTRY TAX

The H.P. Excise and taxation department imposed penalty and interest for default in payment of Entry Tax on
material supplied by various contractors. The matter is sub-judice under Appellate Authority-cum-Additional
Excise and Taxation Commissioner, Shimla. The status of which is as given below. However provision for recovery

of same from respective contractors has been created in Books of AccountsintheF.Y.2017-18: (Rs. in Lacs)

Kashang HEP 12634 251.32 377.66 Appzﬁgfe";fogr?t';gu"::RETc
Sawra Kuddu HEP 205.00 455.00 660.00 -Do-
Sainj HEP 6.36 44.96 51.32 Decision pending with
Hon'ble High Court of H.P.
Total 337.70 751.28 1,088.98
2.56 The Company has in possession forest land at, Sainj HEP, Shongtong HEP, Kashang HEP, Sawra Kudu HEP and

Beradole SPP. The Company has not accounted for the cost of the lease hold land in accordance of Govt. of H.P
notification No.Rev.-D(G) 6-69/2011-Il dated 23.01.2016, as the lease deeds with the revenue department in respect of
above project'send are under process and the exactamount of costinvolved is not yet known.

2.57

CHANGEINACCOUNTINGPOLICY

a) Inorderto have uniformity across the Company's Projects and to follow a realistic method of apportionment of
common expenses, where a common GM Office is superintending the activities of more than one projects,
Company has changed the method of apportionment of such common expenses, from charging the expenses on
the basis of power generation capacity to charging the expenses on actual expenditure of the each project as on
close of financial year basis. Effect of same has been taken in the books of Accounts for the F.Y.2017-18.
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b) During the F.Y. 2017-18, the power was sold in energy exchange. As the portion of free power @13%, is not
remitted to Corporation, the amount booked under sale of energy is net of above free power, which is in variance
with the previous financial year, where in the sale of energy was booked at Gross value i.e. inclusive of 13% free
power.

c) Apportionmentof expenditure of Corporate Office and DW Sunder Nagar:

PreCOD
The Company has apportioned the expenditure net of income of corporate office and Design Wing Sunder Nagar
upto31stAugust2016 sinceincorporation of the company inthe following proportions:-

- 15% of the total expenditure to Renuka ji project.

- Rest is apportioned to the remaining projects on the basis of ratio of the capital expenditure incurred on
various projectsup to31st August 2016

PostCOD

(I) Expenditure:

The Company has apportioned the expenditure of corporate office and Sunder Nagar (Design Wing) from 01
September2016to 31st March 2018 in the following proportions :-

- 15% of the total expenditure to Renukaji project.

- In case of Commissioned projects the apportionment has been done in the ratio of Sales (Gross Sales-13% free
power) to Capital outlay.

- Rest is apportioned to the projects which are under construction stage/ Investigation Stage on the basis of
ratio of the capital expenditure incurred by these projects.

(ii) Income Portion:
The Company has apportioned the income of corporate office and Design Wing Sunder Nagar from 01 September
2016to31st March 2018 in the following proportions:-

- 15%ofthetotalincometo Renukaji project.

- In case of Commissioned projects the apportionment has been done in the ratio of Sales (Gross Sales-13% free
power) to Capital outlay.

- Rest is apportioned to the projects which are under construction stage/ Investigation Stage on the basis of
ratio of the capital expenditure incurred by these projects.

During the year expenditure of Head Office and DW Sunder Nagar, has been apportioned in the ratio of days of the
financial year 209:156 i.e. from 01st April 2017 to 03rd September 2017 and 4th September 2017 to 31st March
2018.

The HPSEB has retained Rs. 13.69 crores from the amount due on account of sale proceeds of power to the
company against the amount payable on account of Leave salary and pension contribution of their employees
deployed on secondment basis with Company. Company has made required provision for liability on account of
Leave salary and pension contribution of their employees in its books of accounts as on 31.03.2018, However,
settlement of payable & receiveable amounts claimed by both the partiesis being reconciled and shall be settled
accordingly.

STATE GOVERNMENT LOAN FORSHONGTONG KARCHAMHEP 450 MW):

The Shongtong Karcham HEP (450MW) being financed by State Government of Himachal Pradesh, through funds
received from ADB and KFW. ADB funding to the project has expired in October 2018. KFW which was funding the
E & M Package, initially temporarily stopped the funding to the State Government, on the basis of the report of
their consultant regarding safety of the barrage structure and now has not renewed the agreement, which
expired in December 2019. Corporation has explored funding of remaining works of the project from the
Commercial Banks.
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DEMAND BY THE PF AUTHORITIES:

The Regional Provident Commissioner, Shimla has raised demand for the period August 2008 to June 2011
amounting to Rs. 1.89 Crore on the payment made to the contractors at various units of the company. The
Company has filed an appeal against the order with Central Government Industrial Tribunal Chandigarh. The
company has shown the liability as contingent and no accounting entry has been passed in the books of
accounts.

INCREASE IN AUTHORIZED CAPITAL

The Company has increased the authorized share capital of the company from Rs. 2,000 crores to Rs. 2,500 crores
inits Annual General Meeting held on 28th November 2018.(Refer Note 2.18)

A sum of Rs. 103.24 lacs (excluding Interest) has been shown as recoverable from Gammon India, through
Directorate of Energy, Govt. of H.P. The Amount is still recoverable. Keeping in view that Gammon India /
Directorate of Energy has not yet denied to refund/re-imbursement the same, hence provision for doubtful debt
has notbeen madein Books of Accounts.

SURVEY AND INVESTIGATION OF KHABHYDRO ELECTRICPROJECT

No Provision for expenditure of survey and Investigation of Khab Hydro Electric project done by the SJVN which
was allotted to the SJVN earlier by Department of Energy. The Company has communicated to the DoE, GoHP vide
letter dated 22.07.2017 thatas PFR prepared by SJVNL is of no use to Company and fresh planning of Khab HEP has
to be carried out by Company as it was observed that the Khab Dam HEP, as proposed by SJVN, encroaches the
domain of both the upstream and downstream projects, already allotted to other IPP. DoE vide letter dated
31.07.2017 allowed company to carryout fresh planning of Khab HEP, with domain elevations ranging between
El. £2538m to El. £2325m, after considering the requirement of MoEF guidelines. Accordingly vide HPPCL letter
dated 16.05.2018, informed SJVNL that the PFR of Khab HEP prepared by SJVNL encroaches the domain of other
allotted projects, hence HPPCL has to prepare fresh PFR and therefore, it is not in a position to take into account
the expenditureincurred by SJVNL. Response is awaited from SJVNL side.

GRANT RECEIVABLE

The company has shown Rs 5.22 crore as grant receivable from Central Water Commission, Government of India.
The Central Water Commission has sanctioned Rs 12.50 crore to the company for field survey and investigation
and preparation of Detailed Project report of the Gyspa HEP( 300MW). The Central Water Commission has
released Rs 5.00 crore to the company for the above work on 31 March 2012 with the condition that next
installment will be paid on the submission of the DPR of the project. The award for conducting the DPR was
allotted and the same was started by the consultant for preparation of DPR, but could not be completed due to
sustained opposition and hindrance by local people. The Company has incurred expenditure in excess of the
amount released by the authorities and the same has been shown as grant receivable from the Central Water
Commission.The Gyspa HEP has been declared strategicallyimportant project and has been declared as“National
Project” by Ministry of Water Resources, Government of India in the year 2009 and the same is covered under
Indus Water Treaty 1960. The Central Water Commission vide their letter dated 12th October 2018, has directed
the Principal Secretary (MPP& Power), Government of Himachal Pradesh, to direct the concerned officials to take
appropriate action forresolving the concern of project affected families so that the survey and investigation work
HEP may be completed and the DPR could be prepared at the earliest. Further in a renewed effort, a Meeting,
through Video Conference was held on 17.10.2019, under the Chairmanship of Chief Secretary to the GoHP. In
view of above developments the excess expenditure over the amount received is being treated as grant
receivable from the concerned authorities. It was decided that the investigation work must be resumed
immediately. Towards this end Dy. Commissioner, Lahaul Spiti, will talk directly to the affected people and address
their concerned. Concerned HPPCL officers shall also meet DC & SP; Lahaul & Spiti who shall extend due help in
starting the work.

The Company is in possession of Land and Buildings at Sarabhai, Thalot and Largi of HPSEB Ltd. (Erstwhile HPSEB
Board) at Sainj HEP. The Joint Committee constituted by both Companies has assessed the value of the said
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properties at Rs.45.99 Crores in the Meeting held in the month of August 2012. The properties are in the
possession of the Company; no final decision and sale deed has been executed by both the parties so far. Hence
no provision for the liability in the Books of Accounts has been made.

However, it is mentioned here that out of the total land under consideration, permission by Revenue Dept. has
been granted to lease out the proposed land in favour of AFCONS Infrastructure Ltd., as per provision of Rule-8 of
H.P. Lease Rules 2013 and Lease (Amendment) Rules, 2016 by HPPCL through executing of a lease agreement /
deed between the parties for the purpose of installation of Stone Crusher on the land, comprised in various Khasra
Numbers to the extent of 36-12-11 Bighas land situated in Village/Mohal Panjam, Tehsil: Balichouki Dist. Mandi
H.P, for a period of 4 years. Deed has been executed. As the cost of land transferred to HPPCL is not yet
determined, hence the same has not been accounted for.

2.66 LOCALAREADEVELOPMENTFUND

2.67

2.68

2.69

2.70

2.71

2.72
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Provision of amount payable to LADA fund (as booked in the books of accounts) on account of increase in cost of
the Projects on its commissioning, has been made, however determination of final revised cost of these projectsis
under process.

The Kashang Stage land Il work was hampered since 2006 as the local people had filed case with the NGT. The NGT
has given the final judgement on 23rd October 2017 with directions to the State Government to consider the
claims of the claimants of the Lippa Village under FRA -2006.The Locals has again filed a petition for stay of transfer
of forestland to the project with the Hon'ble High court of Himachal Pradesh .However the Hon'ble High court has
declined the grant of interim stay oninthe month of January 2019.

No provision of income tax has been made by the company, as the company has brought forward losses and
unabsorbed depreciation underincome tax Actand during the year also the company has incurred losses.

Amount recoverable from contractors includes a sum of ¥ 79.43 crores recoverable from Coastal Projects on
account of works being executed on their risk and cost awarded to M/s HCC Limited. The Lender Banks of the
Contractor have filed liquidation proceedings with NCLT and the company has filed claim of Rs 334.99 crores
against the contractor. No provision for amount doubtful for recovery has been made, as the matter is pending
with NCLT.

STATUS OFTHENAKTHANHEP

Nakthan HEP (460MW) was allotted to the company by the Government of Himachal Pradesh on 22 September
2009 as a Run-of-the- River project on Tosh Nala / Parbati River. The DPR of the project has been approved by the
CWC/CEA/GSI .The CSMRS approval is pending. M/s Sai Engineering Foundation (IPP) to whom Tosh Mini Hydro
Project was allotted has filed application with Hon'ble High Court to appoint an arbitrator for stay of Diversion of
Tosh Water to Nakthan HEP.The Arbitral Tribunal of Ld. Justice Kuldeep Singh has stayed the diversion of water for
Nakthan HEP vide order dated 24th July 2015.The Govt has filed objection petition before Hon'ble High Court of
Himachal Pradesh on 06th November 2015. Supplementary objection petition before Hon'ble High Court of
Himachal Pradesh has also been filed by Company on 26th February 2018. The latest hearing held on 22.05.2019
and rejoinder has been filed in the month of July 2019.

POWERSALE ARRANGEMENTS

In case of Kashang HEP Stage-I, the PPA agreement was in force with HPSEB and expired on 06th May 2018. After
that the Company has made arrangement to sell the power in Energy Exchange through Power Trader, M/s PTC
India Limited.

In case of Sainj HEP the arrangement has been made to sell the power in Energy Exchange through Tata Power
Trading Corporation with effect from 04th September 2017 (i.e. the date of Commissioning of the Project).

Similarly PPA has been signed with HPSEB Ltd., to sell the power being generated by Beradole Solar Power Plant
(5MW) commissioned on 04.01.2019, @ of Rs.4.31/Unit, for 25 Years.

Anamount of Rs. 5 Crores has been received as seed money against Kishau Corporation Ltd., from Govt. of HP, as
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promoters share during the F.Y 2017-18. The amount shall be disbursed to the Kishau Corporation Ltd. after
receiving proper instructions from Govt. of H.P.

The Govt. of H.P. has allowed deferment of repayment of Loan and Interest till F.Y 2018-19 vide letter No. MPP-C(7)-
1/2017 dated 09.01.2018. However, request has been submitted to GoHP, to further defer the repayment of loan
and interest due as on date and also of the principal amount of loan and interest, which shall become
subsequently due till C.Y. 2024, till the construction of Shongtong Karchham HEP, vide letter No.
HPPCL/F&A/deferment/2019-9668-270 dated 31.08.2019.

In case of Renuka Ji Dam Project (RDP), interstate agreement has been signed by all the beneficiary states on
11.01.2019, in New Delhi. Revised cost estimate of Renuka Ji Dam Project (RDP) on October 2018 (PI), has been
approved by CWC for Rs.6946.99 Crores on 20.02.2019. The matter is pending before Technical Advisory
Committee and shall be further submitted for approval of Central Cabinet Committee of Economic Affairs, Gol.
Once the approval is accorded, funds shall start flowing to the project and shortfall of the expenditure shall be
recovered.

Matter of release of funds for ongoing land acquisition process was taken with Gol. It was intimated that the funds
can be released only after cabinet approval of the project. However no such restriction is there for beneficiary
states. Accordingly, the matter was taken-up with Secretary Upper Yamuna River Board vide letter dated
13.09.2019.The Secretary UYRB has further requested all beneficiary states to provide the funds vide letter dated
24.09.2019.

Advances given to HPSEB Ltd., HPPTCL, I&PH, HPPWD, Fisheries Dept. etc. given against works to be executed on
deposit work basis, could not be settled/capitalized, due to pending utilization Certificates to be received from
these Depts./Corporations.

Disclosure of Major Changes in existing Contracts/Agreements during the period: 1) Geological Investigation on
the right bank slop on Shongtong Karchham HEP with No variation in contract amount, 2) Enhancement in
contractamountby EURO 59016.79 due to inclusion of withholding Tax 3) Continuation of consultancy services of
Accompanying theinvestigations on the Barrage Right bank Slop of Shontong Karchham HEP with no variationin
contract amount 4) Basic concept for protection of barrage against sliding right bank slop with no variation in
contractamount.

The Enforcement Directorate vide Provisional Attachment Order 03/2017 dated 29/12/2017 (F No. ECIR/ 02/
54520/2 014/07 / 7537) dated 29/12/2017, has attached the assets of the Himachal Emta Private Limited (a Joint
Venture Company),amounting to Rs. 2.59 crores. At present the case is pending in the Hon'ble Supreme Court of
India.

As per Hydro Generation Tariff Regulation 20, on Depreciation (given in the Appendix of Depreciation Schedule),
of HPERC Notification No. HPERC/Gen/479 dated1st April 2011, investment in land, cost of clearing the site and
land for reservoir in case of Hydro Generation Station of Land under lease is to be capitalized and depreciation
@3.34%. Land under full ownership is not required to be depreciated. In case of this Corporation, Reservoir/Dam,
is being constructed in Renuka ji HEP only and the land so far acquired is under the full ownership of the
Corporation, hence the depreciation has not been provided on the cost of land nor the trees and structures on
suchfree holdland.

Shares to GoHP, against the share application money received on 29.03.2018, could not be issued immediately i.e.
till 31.03.2018, but the same were issued in the next financial year when the BoD Meeting was held. Further shares
were also issued to GoHP for Rs. 74.25 Crores and Rs. 49.50 Crores on dated 20.08.2019 and 03.12.2019,
respectively. However return with respect to same could not be filed with RoC, due to tagging of Company as
“ACTIVE Non-compliant’, pursuant to the Companies (Incorporation) Amendment Rules 2019.

The Company has changed the accounting policy in respect of Charging of expenditure of Corporate office and
Sunder Nagar Design wing during the year review:-
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New Policy: Apportionment of common expenditure of Corporate Office and Sunder Nagar for projects which
arecommissioned in theratio of sales to the Capital Outlay of the Project.

Old Policy: Apportionment of common expenditure of Corporate Office and Sunder Nagar for projects which are
commissioned in the ratio of Total expenditure incurred to Fixed assets cost except cost of land. The effect of such
changes has been takenin the books of accounts.

While operating the sluice valves in Silt flushing drift at BR-l on 25.07.2018, due to the high velocity of water from
the outlet of SFT, some portion of SFT, and land/property of forest department was damaged. The DFO, Kinnaur
vide letter no. 6134 dated 11.09.2018 and No. 6479 dated 03.10.2018, submitted the claim of damage to the tune
of Rs. 1,56,41,559/- and Rs. 16,27,26,778/-, respectively on account of damages of deodar/chilgoza trees and
catchmentarea of forestland.

HPPCL management during the meeting held with DFO, Kinnaur on 11.07.2019, has agreed to take up the matter
of restoration of damages in phased manner after completing all formalities, such as, designing, estimation &
statutory clearances from all quarter concerned. The case for diversion of said forest land was initiated by the
HPPCL under FCA, hence, the provision of above amount was also not kept during the FY 2018-19, as the case shall
be regulated under the FCA, for which cost of land under diversion shall be intimated by the forest department
later on. Further, during the meeting under the chairmanship of Chief Secretary to GoHP, with District
administration and forest department on 17.10.2019, it was agreed by the forest department to withdraw the
claim of 19.00 cr.as HPPCL will restore the damages at their own.

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

For Anil Karol and Company
Chartered Accountants
FRN No. 4816N

Sd/-
(CA Walia Umesh)

Place: Shimla Partner
Date: 07-02-2020 Membership No. 098287
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Anil Karol and Company

Chartered Accountants

INDEPENDENT AUDITOR'S REPORT
To
The Members of HHIMACHAL PRADESH POWER CORPORATION Limited
Reportonthe StandaloneInd AS Financial Statements

We have audited the accompanying standalone Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED ('the Company”), which comprise the Balance Sheet as at 31st March 2018, the Statement of
Profit and Loss( including other Comprehensive Income), the Statement of Cash Flows, the Statement of Changes in
Equity for the year then ended, and a summary of significant accounting policies and other explanatory information(
hereinafter referred to as“the standalone Ind AS financial statements”).

Management's Responsibility for the Standalone Ind AS Financial Statements

The Company's Board of Directors is responsible for the matters stated in Section 134 (5) of the Companies Act, 2013
("the Act") with respect to the preparation of these standalone Ind AS financial statements that give a true and fair view
of the affairs( financial position), profit or loss (financial performance including other comprehensive income), cash
flows and statement of change in equity of the Company in accordance with the accounting principles generally
acceptedin India, including the Accounting Standards (Ind AS) specified under Section 133 of the Act read with relevant
rulesissued there under,

This responsibility also includes maintenance of adequate accounting records in accordance with the provisions of the
Act for safeguarding the assets of the Company and for preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting policies; making judgments and estimates that are reasonable and
prudent; and the design, implementation and maintenance of adequate internal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the preparation and
presentation of the standalone financial statements that give a true and fair view and are free from material
misstatement, whether dueto fraud orerror.

Auditor's Responsibility
Ourresponsibility is to express an opinion on these standalone Ind AS financial statements based on our audit.

We have taken into account the provisions of the Act, the accounting and auditing standards and matters which are
requiredto beincludedinthe auditreport under the provisions of the Actand the Rules made there under.

We conducted our audit of the standalone Ind AS financial statements in accordance with the Standards on Auditing
specified under section 143(10) of the Act. Those Standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the standalone Ind AS financial statements are
free from material misstatement.

Anauditinvolves performing procedures to obtain audit evidence about the amounts and disclosures in the standalone
Ind AS financial statements.The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the Ind AS financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal financial control relevant to the Company's preparation of the standalone
Ind AS financial statements that give a true & fair view in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on whether the Company has in place an adequate
internal financial controls system over financial reporting and the operating effectiveness of such controls. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of the accounting
estimates made by the Company's Directors, as well as evaluating the overall presentation of the standalone Ind AS
financial statements.

Head Office:- First Floor, 77 Lower Bazaar Shimla-171001. Tel - 0177-2657882, Mob:- 9418152278 and 9805194077, Email:- akcoshimla@gmail.com
Branch Office:- 13/20, Second Floor, East Patel Nagar, New Delhi. Tel:- 011 25864141 and 25863755, Email:- dmbhatia@akcindia.com
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
auditopinion onthe standalonefinancial statements.

Basis for Qualified Opinion

1. PropertyPlantand Equipment Note 2.1

i) Weinvite attention to Note No 2.56 wherein its stated that the Company has possession of forest land at, Sainj HEP,
Shongtong HEP, Kashang HEP and Sawra Kuddu and no provision has been made as the amount of lease has not
beenascertained. In the absence of information, we are unable to comment on the same.

ii) We Invite attention to Note no 2.65 where in the company has not accounted for the cost of the Land and
Buildings of HPSEB Limited amounting to Rs. 4,599 lakhs. In our Opinion the Property Plant and Equipment are
understated to the extent of above and correspondingly the other Current Financial Liabilities are also
understated to the extent of above.

iii) The Shongtong Unit has not bifurcated the cost of free hold land the details of the which isas under:-

1. Land 2,20,28,726.00
2. Trees 51,82,644.00
3. Structure 1,06,23,413.00

Total 3,78,34,783.00

The Company should show the costs other then land separately so that they can be depreciated separately onthe
commissioning of the project onthe basis of the useful life of the main assets.

iv) The Renukaji HEP has accounted for Rs. 31,911 Lacs on account of compensation paid for the land. The Himachal
Pradesh Electricity Regulatory Commission Hydro Generation Tariff Regulation Depreciation @ 3.34% is leviable
onsubmerged Land.The HP CAGissued comment on the samein the Supplementary audit for the year2016-17.

The Company has shown Rs. 19,564 Lacs under the Capital work in progress which has to be shown under Free
hold Land.In our opinion the Free hold land is understated and CWIP Submerged land is overstated to that extant.
The Company has not Charged the depreciation as per the comment issued by the CAG. Thus the company has
not charged depreciation for the 2016-17 and 2017-18 amounting to Rs. 2,200 lakhs during the year under
review. In our opinion the Property Plantand Equipmentis overstated and Capital work in Progress in understated
tothatextant.

v) The Renukaji HEP has paid Rs. 5,364 Lakhs on account of compensation paid for trees and Structures. The CAGin
their supplementary audit report for the year 2016-17 has commented that Rs. 785 Lacs has been less charged on
the above and the Property Plantand Equipment is overstated to the extant of above and Capital Work in progress
is understated to that extent. The Company has not accounted for the same in the financial statements and no
further details has been provided in respect of depreciation to be charged on the above.

The Qualification of the CAGfor the year 2016-17 has been considered in this report

vi) The Sainj HEP while capitalising the Interest paid on State Government Loans at the time of COD has apportioned
Rs. 4,202 lacs to Electrical Equipment's instead of Rs. 7,298 lacs. Thus cost of Electrical Mechanical works is under
stated to the extant of Rs. 3,097 lacs.

vii) The Company is showing the opening Depreciation of certain assets at negative value for which no information
and explanations has been provided to us.The following are the details of the same.

Plant (currently for Water Treatment) -1.53
Office Machinery (like Lab, Fire, Safety) -37.72
Electronics & Electrical Iltems -119.85
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Furniture & Fixtures -97.63
Computers & Data Processing Machines -37.72
Vehicles -10.54
Helipad -8.70
Bridges & Culverts -2.30
Server and Networks -151.84
Roads -2,349.25

Inthe absence of information we are unable to comment on the same.

2. CapitalWorkinProgress2.2
I) The Company has started using the following assets at the project sites but the following has not been put to use

forwant of completion certificate from the concerned departments of the company (Amount in Lacs)
Building Culverts Works
Sundernagar
Sawra Kuddu HEP 14 = - - 58 72
Kashang HEP - - - 28 - 28
Sainj HEP = 2 - . ; 2

Renukaji Dam Project - - = - - -

Shongtong HEP - - - - 39 39
Gyspa HEP 8 99 6 - = 114
Beradol 113

I R B T N TSN BT

Inour opinion the Capital Work in Progress are overstated to the extent above and the Property Plant and EqQuipment
are understated to the extent of above. The Impact of the depreciation on the above cannot be quantified in the
absence of theinformation.

ii) The Company has adopted for exemption under IND AS regarding deemed cost for Property, Plant and
Equipment and adjusted the accumulated depreciation as on 1st April 2015 with the cost as on that date. It has
been observed thatthe company has reinstated the depreciation of the assets by changing the Accounting Policy
up to 31st March 2016 as per GAAP and while applying the exemption under IND AS the depreciation charged up
to 1st April 2015 i.e., the depreciation as per previous Accounting Policy has to be adjusted. In our opinion the
Accumulated Depreciation up to 1st April 2015 should have been adjusted with the Revised Accounting Policy of
the Company i.e. on the basis of the HPREC depreciation Rate. No Information is respect of the same has been
provided to us.Inthe absence of the information we are unable to commenton the same.

iii) We Invite attention to Note No. 2.70 where in it is stated that the Court case has been filed by the Toss Mini Hydel
Project in the Hon'ble High Court of Himachal Pradesh against the Government of Himachal Pradesh. The matter
is stillunder litigation and may have impact on the Development of the Project.

iv) The Shongtong unit project work was hampered by the labour strike of the M/s Patel Engineering from 14th
March 2016 to 20th December 2016 during the year 2016-17. During the year under review the work was
hampered during the period 18th Apirl 2017 to 3rd August 2017.The following are the details of the same:-
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18-04-2017 17-05-2017 29.00 Worker Strike
2. 18-05-2017 20-07-2017 63.00 Lay Off
3. 21-07-2017 03-08-2017 13.00 Labour not available
Total | 105.00

The Unit has charged the interest on loan during the period to Capital Work in progress which has to be charged to

the Profit and loss account. No Information in respect of the interest debited to the capital work in progress during

the strike period has been provided by the unit to us. In the absence of the information we are unable to comment on

the same.

v) The Shongtong unit has charged the progressive payments made to AHIPL to the capital workin progress account
whereas the supplier is raising the invoices afterwards by adjusting the progressive payments in there invoices
proportionately. Thefollowing are the details of the progressive payments made to the party:-

e e ms L wm

1st Progressive payment 07-04-2016 15,06,05,000.00 56,58,000.00 2,39,53,000.00 18,02,16,000.00

2nd Progressive payment 13-05-2016  15,06,05,000.00 57,04,000.00  2,40,87,000.00 18,03,96,000.00

3rd Progressive payment  31-03-2017  15,06,05,000.00 46,74,000.00 2,43,64,000.00 17,96,43,000.00

- 45,18,15,000.00| 1,60,36,000.00 | 7,24,04,000.00 |54,02,55,000.00

The progressive payments made are in nature of the advance paid to the party on the basis of the value of the
contract and has to be adjusted with the invoices to be raised by the supplier in future. In our Opinion the
Advancetothe Supplieris understated and the Capital workin Progressis overstated to that extent.

We invite attention to the Note 1.11 regarding accounting policy in respect of treatment of foreign currency
transactions which has not been followed by the company. The Advance also includes foreign exchange
components for which no adjustments has been made in the books as per the requirements of the Ind AS 21The
Effects on change in foreign exchange Rates applicable to the company. Inthe absence of the information we are
unabletocommentonthesame.

vi) The Sainj Unit has paid Entry Tax amounting to Rs. 544 lakhs from September 2010 to December 2016 to HCC
Limited. As per the Himachal Pradesh Entry Act 2010 the dealer paying the entry tax is entitled to take the credit of
the entry taxand adjust the same with the Vat Liability of the Dealer which the dealer has claimed in the Vat return
filed by the contractor to the concerned Assessing Authorities. Thus, the dealer was not entitled to claim the entry
tax which was adjusted by dealer towards its Vat Liability. Thus CWIP Project Electro Mechanical works is
overstated to the extent of Rs. 544 lakhs and other current assets are understated to that extent.

vii) The Kashang Unit has charged interest paid on PFC loan of Rs. 3,000lakhs transferred from HPSEB at the time of
transfer of assets and liabilities from the HPSEB of the Kashang Unit to the Expenditure under Construction. It has
been observed that at the time of transfer of assets from Kashang Unit from HPSEB a sum of Rs. 1,392 lakhs has
been used for construction of Transmission Lines at Kashang HEP. During the year 2010-11 the Kashang unit has
transferred all cost of the Transmission Lines amounting to Rs. 6,585 lakhs back to the HPSEB Limited. Further It
has been observed that at the time of transfer of transmission lines the loan component of the PFC utilised on the
construction of Transmission lines has not been transferred to the HPSEB Limited and further a sum of Rs. 871
lakhs has been paid asinterest on the above loan by the company till 31st March 2017 to the PFC. Thus, a sum of Rs.
871 Lakhs is recoverable from HPSEB Limited on account interest paid to PFC on transmission lines transferred
back to HPSEB. In our opinion Property Plant and Equipment are overstated to the extent of Rs. 871 Lakhs and the
other currentassets are understated to the extent ofabove.

viii) The work at Kashang lland lll (KK Link Line) was stopped by the contractor since 30.09.2014 and the interest paid
on loan has been charged to the expenditure under construction. Further the unit has paid interest free
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mobilisation advance to the contractor amounting to Rs. 945 Lakhsfor which the recovery has not been started as
the 30% work has not been completed. The Interest component of the loan payable to state govt loan should be
charged to Profit and Loss Account as per the requirements of the Ind AS 23 Borrowing Cost No Information in
respect of the interest to be charged to Profit and Loss account has been provided to us. In the absence of
information, we are unable to comment on the same.

ix) The Sainj HEP has capitalised the cost of employees till the date of Synchronisation i.e. 30th June 2017 and after
that the employee cost has been charged to Profit and Loss Account. The water availability for both the units was
available since 15/04/2017 and the Mechanical Spinning was done for the Unit | on 25/04/2017 thus the
construction of the project was completed on 15th April 2017.Thus Employee cost up to 15th April 2017 has to be
capitalised and after that the same has to be charged to the Profit and Loss Account. The Sainj HEP has capitalised
Rs. 151 lacs as employee cost till 30th June 2017 . The cost has to be capitalised till 15thApirl 2017 when the project
was complete which comestoRs. 26 lacs. Thus expenditure to the tune of Rs. 125 lacs is understated.

x) The Company has granted EOT of the Shongtong HEP for civil works till 31st March 2024 with no delay Damages
inthe 68th Board Meeting on 24th April 2019 No disclosure for the same has been madein the notes to accounts.

xi) Stoppage of workat Kashang2and 3

We Invite attention to Note No. 2.67 where inits stated that the work at Kashang Stage 2 and 3 has been pendingin
the NGT and the final outcome may have animpact on the Construction of the Kashang Stage 2 and 3 .Till the final
decision of the NGT we are unable to comment on the same

xii) Stoppage of work at Sawra Kuddu

The Adit Work allotted to Patel Engineering was stopped by the contractor and the advance given to the
contractorwasinterest bearing.The Contractor has not paid the interest component on the advance.

xiii) Apportionment of Corporate and Sunder Nagar (Design Wing) Expenses to Renukaji Project

The Company has apportioned 15% of the total expenditure of Corporate Office and Sunder Nagar design office
to Renukaji Project vide Managing Directors Office Order Note dated 10/11/2017 during the year under 2016-17.
It has been observed that during previous year for Renukaji HEP where only expenditure of 3% of the total cost of
the Fixed Assets and CWIP has been incurred by the company till 31st August 2016 on the project,15 % of the total
expenditure of Corporate Office and Sunder Nagar (Design Wing Expenses) since incorporation of the company
has been apportioned to the unit and rest has been allocated to the other units in the proportion of capital
expenditureincurred by the remaining units. The above apportionment ratio has not been approved by the Board
of Directors of the company. The allocation percentage and ratio adopted by the company is also not in
compliance to accounting policy of the company mentioned at Note no 1.6 (g) The Company has provided no
justification for approving the percentage of 15% for allocation of corporate office and Sunder Nagar expenditure
to Renukaji HEP. In our opinion the apportionment of expenditure to Renukaji @ 15% is not justifiable and thus Rs.
1,948 Lakhs has been excess allocated during the year 2016-2017 to the Renukaji and same has been less
allocated to other units. This has resulted in less apportionment of the expenditure to the generating unit i.e.
Kashang Stage | and Sainj HEP and may affect the depreciation charged during the year by the Kashang Stage |
and Sainj HEP. In the absence of the information we are not able to comment on the less amount of depreciation
charged after COD period by the Kashang Stage | and Sainj HEP

Fixed Assests Costup to 31st August2016 (Amount in Lacs)

Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost

Power Project less land cost of total Cost| Allocated Allocated Variance
Sawra Kuddu 113,082 29.39 4,840 4,249 591
Kashang | 73,532 19.11 3,147 2,763 384
Kashang Il 32,532 8.46 1,392 1,222 170
Kashang I - = - - -

Sainj 102,681 26.69 4,395 3,858 537
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Renukaji 12,206 3.17 522 2,470 -1,948
Shongtong 43,343 11.27 1,855 1,629 227
Chirgaon Majhgaon 969 0.25 41 36 5
Triveni Mahadev 598 0.16 26 22 3
Thana Plaun 1,483 0.39 63 56 8
Nakhtan 1,781 0.46 76 67 9
Gyspa Dam 919 0.24 39 35 5
Surgani Sundla 992 0.26 42 37 5
Deothal Chanju 137 0.04 6 5 1
Chaniju lll 362 0.09 15 14 2
Berra Dol 107 0.03 5 4 1
Sunni Dam

The Company during the year under review has also adopted the same method of apportionment and the following
are the details of appropriations made during the year:-

Appropriations made up to 03rd September2017

Fixed Assets Costup to31stMarch 2017 (Amount in Lacs)
Name of the CWIP plus Fixed Assests | Percentage | Cost to be Cost

Sawra Kuddu 1,30,911

Sainj 1,20,446 35 276 243 33
Renukaji 13,815 4 32 122 -90
Shongtong 55,749 16 128 113 15
Chirgaon Majhgaon 1,030 0 2 2 0
Triveni Mahadev 644 0 1 1 0
Thana Plaun 1,866 1 4 4 1
Nakhtan 1,985 1 5 4 1
Gyspa Dam 1,846 1 4 4 1
Surgani Sundla 1,101 0 3 2 0
Deothal Chanju 360 0 1 1 0
Chanju lll 610 0 1 1 0
Berra Dol 306 0 1 1 0
Kashang Il 14,379 4 4

subTota T I T N N
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Appropriations made after 03rd September 2017

Fixed Assets Costup t0 03/09/2017 (Amount in Lacs)
Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost

Sawra Kuddu 1,41,342

Renukaji 13,846 5 59 163 -104
Shongtong 69,074 27 294 264 30
Chirgaon Majhgaon 1,053 0 4 4 0
Triveni Mahadev 646 0 3 2 0
Thana Plaun 2,120 1 9 8 1
Nakhtan 2,063 1 9 8 1
Gyspa Dam 1,019 0 4 4 0
Surgani Sundla 1,287 1 5 5 1
Deothal Chanju 372 0 2 1 0
Chanjullll 733 0 3 3 0
Berra Dol 2,784 1 12 11 1
Kashang Il 17,666

In our opinion the apportionment of expenditure to renukaji @ 15% s not justifiable and thus Rs. 194 Lakhs has been
excess allocated during the year 2017-2018 to the renukaji and same has been less allocated to other units. This has
resulted in less apportionment of the expenditure to the generating uniti.e. Kashang Stage | and Sainj HEP and may
affect the depreciation charged during the year by the Kashang Stage | and Sainj HEP. In the absence of the
information we are not able to comment on the less amount of depreciation charged after COD period by the
Kashang Stageland SainjHEP

We Would further like to submit that no confirmations from the participating states and the central government has
been provided to us for the inclusion of above expenditure towards the cost of the Project. In the absence of
confirmations we are unable comment on the recoverability of the expenditure from the participating states and
central government.

3 Non-CurrentinvestmentNote 2.5

[) We invite attention to Note No.2.43(l), the Company has made an investment of Rs. 337.50 Lac (previous year Rs.
337.50 Lakhs) in the equity of Himachal EMTA Power Limited (HEPL) which has been established as Company's
joint venture with EMTA for setting up a (2*250 MW) thermal power plant. The Company has 50% equity
participationin HEPL. The Government of India has allotted coal block to Himachal EMTA Power Limited and JSW
Steal Limited for which another JointVenture has been made in the Name of Gourangdih Coal Limited.

“The Hon'ble Supreme Court of India (SC) on 25/08/2014 and 24/09/2014 ordered that the allotment of the coal block
made by the screening committee of the Government of India through the government dispensation route are
arbitrary and illegal thus the Gouragdih Coal Block allotted to Himachal EMTA Power Limited and JSW Steel Limited
has been cancelled.”

ii) The Company has made provision for doubtful investments amounting to Rs. 337.50 lakhs during the year under
review.

iii) The company Independent auditors of Gourangdih Coal Limited raised concern in respect of preparing the
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Financial Statements on the basis of Going Concern Concept and under Historical Cost Convention due to
deallocation of the Coal Blocks by the decision of the Supreme Court during the year under review.

iv) We invite attention to note 2.77 where in the Enforcement Directorate has attached the assets of the Himachal

i)

Emta Private Limited amounting to Rs. 259 Lacs.

Other Non-Current Financial Assets Note 2.10

The Chirgaon Unitis showing a sum of Rs. 5 Lakhs as amount paid to LAO for purchase of land. The accounting unit
was transferred from erstwhile Board (HPSEB). The payment was made by the LAO of the HPSEB and the land is in
the name of HPSEB. The unit was transferred from the erstwhile HPSEB and the advance account of the LAO is
being carried forward by the unit as advance and the land is in the possession of the Corporation.The Unit has not
changed the name of the ownership of the corporation in the revenue records nor has adjusted the advance
account. In our opinion the company is entitled for title of the land once the award has been ordered by the LAO
and land legally vests with the company. Thus, Other Non-Current Financial Assets are overstated to the extent of
above and correspondingly the Property Plantand Equipmentis understated to the extent of above.

ii) The Shongtong HEP, has paid Rs. 45.31 Lakhs (previous year Rs. 44 Lakhs) to land owners for acquisition of land

iii)

measuring 0.1702 hectare, for the project, at the time of mutation it is found that the same land was already
acquired by HPPWD. The amount is doubtful for recovery as the amount has not been recovered from the land
ownersand a provision for the sameis required. In our opinion Other Non-Current Financial Assets is overstated to
the extentof above and consequently the expenditureis understated to the extent of above.

We invite attention to Note No 2.69 where in it is stated that the amount recoverable from contractors includes a
sum of Rs. 7,943 lakhs (previous year Rs. 5,451 lakhs) recoverable from Coastal Projects on account of risk and cost.
The contract with the contractor was terminated in the year 2013 and the same was awarded to M/s HCC Limited
The amount paid to HCC Limited on account extra cost has been shown as recoverable from Coastal Projects. The
amount is doubtful of recovery from the Coastal Projects as there is no agreement with the party to recover the
money as the contract with the party has already been terminated since 2013. The Company has gone into
liquidation as the lender banks of the contractor has filed liquidation petition with NCLT and the amount is
doubtful of recovery.

In our opinion the amount should be charged to Capital Work in progress as part of the cost. Thus, Other Non-
Current Financial Assets are overstated to the extent of above and Capital Work in progress is understated to the
extent of above.

The non charging of the above cost to the CWIP will result in under apportionment of the common cost of the
Corporate Office and Sundernagar Design wing. No Information in respect of the same has been provide to us. In
the absence of information we are unable to commenton the same.

Further the Company has filed a claim of Rs. 33,499 Lakhs with the NCLT against the Coastal Projects Limited as the
company has gone into liquidation. No Details in respect of the same has been provided to us. In the absence of
theinformation we are unable tocommentonthe same.

iv) We invite attention to Note No 2.62 where in it is stated that the company has not made a provision for Rs. 103

lakhs (Previous Year Rs.103 Lakhs) recoverable from Gammon India since 2013 through Directorate of Energy. The
amount has to be recovered along with interest of 10% per annum. The amount has not been recovered till the
date of auditand the sameis doubtful of recovery hence provision for doubtful advanceis required. In our opinion
the Non-Current Financial Assets are overstated to the extent of above and Expenditure are understated to the
extentof above.

v) The Renukaji HEP has deposited Rs. 186.42 lacs with HPSEB for deposit work. The HPSEB has fully utilised the

advance and given the Utilisation certificate to the company. However the company has not capitalised the
assets. In our opinion the other Non-Current Financial Assets are overstated to the extent of above and Capital
workin progressis understated to the extentofabove.

vi) The Capital Work in Progress of includes excise duty reimbursed to the contractors by the company which is

exempted as per the notification No. 108/95-CE, dated 28.08.1995, which provides that the goods supplied to
projects, financed by the World Bank, Asian Development Bank or any International Organisation, and approved
by the Govt of India, shall be exempted from the whole of the excise duty / additional excise duty leviable thereon.
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The Company has accounted for the expenditure in capital Work in progress by way of the reimbursement of the
same to the contractor amounting to Rs. 609 lakhs. The Company has shown the above amount as recoverable
from the Contractor during the year under review. The Company has recovered only Rs. 476 lakhs (previous year
Rs.306 Lakhs) from the contractor till the close of the financial year of the audit.
vii) GrantReceivable

We invite attention to Note No 2.64 where in it is stated that company is showing Rs. 488 lakhs(previous year Rs.
442 lakhs) as recoverable grant from the Central Government on account DPR and Investigation Expenses. The
Government of India has approved Rs. 1,250 Lakhs for survey and investigation of the project and paid Rs. 500
Lakhs as advance and the rest of the amount is to be paid on the submission of the DPR. The work of the DPRis not
completed since 2012 due to sustained opposition to the project by local people. The Central Government has
stayed the further payment of the grant until the submission of the DPR.The grant recoverable shown is not as per
para7 and 8 of the Indian Accounting Standard (Ind as) 20 Accounting for Government Grants and Disclosures
thereof which states that:-

“7 Government grants, including non-monetary grants at fair value, shall not be recognised until there is
reasonable assurance that:

(a) the entity will comply with the conditions attaching to them; and
(b) the grants will be received.

8 A government grant is not recognised until there is reasonable assurance that the entity will comply with
the conditions attaching to it, and that the entity will comply with conditions attaching to it, and that the grant
will bereceived. Receipt of a grant does not of itselfprovide conclusive evidence that the conditions attaching
tothe grant have been or will be fulfilled.”

The grant recoverable is not as per the applicable IND as 20 and the contention of the company is that as the
project is of National importance and the concerned ministry is continuously pursuing the matter with the State
Government and directing the company to take appropriate action to resolve the issue with the affected families
so that the survey investigation work may be completed at the earliest. In our opinion the continuous monitoring
of the project by the ministry and the Central Government and further directions to resolve the issue with effected
families at the earliest is a sufficient compliance for the condition attached to the grant as per the requirement of
IND as 20.

viii) The Shongtong unitis showing following advances to the contractors the recoverability of the same is dependent
on the completion of the project and the same has not been discounted and shown as per the fair value as
required by IND AS 113. In the absence of information, we are unable to comment on the same (Please also refer

Note 2.47).The following are details of the advances (Amount in Lacs)
I T T T

1. Patel Engineering 5,143.00 5,236.97

2. Andtriz Hydro 3,155.00 3,708.74

ix) The Shongtong unit has given advance of Rs. 100 lacs ( Previous Year Rs. 50 lakhs) to IPH Khwangi for irrigation
scheme and the same has not been charged to expenditure during construction. In our opinion the Non-Current
Financial Assets are overstated to the extent of above and CWIP are understated to the extent of above.

X) The Shongtong unit has given advance of Rs. 10 lakhs and Rs. 25 lakhs to HPPWD on 04th October 2013 and 07th
December 2016 and the same has not been charged to expenditure during construction as the as the work has
been completed before the finalisation of the Balance sheet. In our opinion the Non-Current Financial Assets are
overstated to the extent of Rs. 35 lakhs and CWIP are understated to the extent of above.

xi) The Shongtong unit is showing advance of Rs. 154 lacs( Previous YearRs. 200 lakhs) to HPSEB as on 31st March
2018. Asthe advance will not be recovered from the agencies and assets are being used by the corporation the
same should be capitalised. In our opinion the Non-Current Financial Assets are overstated to the extent of Rs. 154
lakhs and CWIP are understated to the extent of above.
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xii) The Sawra Kuddu HEP is showing a sum of Rs. 714 lakhs (Rs. 1,186 lakhs) as Deposit Work Paid which has not been
capitalised for want of utilisation certificates from the executing agencies. As the advance will not be recovered
fromthe agencies and assets are being used by the corporation the same should be capitalised. In our opinion the
Non-Current Financial Assets are overstated to the extent of Rs. 714 lakhs and CWIP are understated to the extent
ofabove.

xiii) The Beradol Unit has not capitalised the Advance amounting to Rs. 15 Lacs during the year under review as the
advanceis of non recoverable nature. Thus the Other Non Current Assets are overstated to the extant of above.

xiv) The Chaniju lll has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 17 lakhs.
Thus the Other Non Current Assets are overstated to the extant of above.

xv) The Deothal Chanju has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 13.00
lakhs. Thus the Other Non Current Assets are overstated to the extant of above.

xvi) The Sainj Unit has not capitalised the advance to HPPTCL Rs. 500 lakhs. Thus the Other Non Current Assets are
overstated to the extant of above.The Consequential Depreciation onthe above asset is understated to the extant
of Rs.15 Lacs during the year under review.

xvii) The Sainj unit has given advance against the retention money to HCC limited amounting to Rs. 450 Lacs. The
Contractor has not paid the Advance and the interest due on the same. Thus advance to Contractor and Retention
money is overstated to the extant of above.

xviii) The Sainj unit has paid Rs. 50 Lacs to HP Fisheries Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been capitalised. Thus the Other Non Current Assets are
overstated to the extantofabove.

xix) The Sainj unit has paid Rs.10 Lacs to State Pollution Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been capitalised. Thus the Other Non Current Assets are
overstated to the extant ofabove.

xxX) The Sainj unit has shown Rs. 9 Lacs as recoverable from DOE on account of LADF charges paid on Infirm Power. The
amount is not recovered till date and provision for the same is required. Thus the Other Non Current Assets are
overstated to the extant of above and expenditure is understated to that extant.

xxi) The Sainj unit has shown Rs. 71 Lacs as interest recoverable from HCC on account of advance given against
retention money. The Party has not repaid the amount of advance and nor the interest on the same has been paid
back hence provision for the same is required. Thus the Other Non Current Assets are overstated to the extant of
above and expenditure is understated to that extant.

xxii) The Kashang unit has not capitalised the Advance given to HPPWD amounting to Rs. 15 lacs. Thus the Other Non
Current Assets are overstated to that extant.

(xxiii) The Sawra Kuddu Unit has debited Rs. 41 lakhs to Patel Engineering on account of Risk and award cost of the work
done.The contractor has not paid the amount till date. Thus Provision for non recoverability of amount is required.
Thus Other Non Current Assets are overstated to that extant.

(xxiv) The Sawra Kuddu Unit has shown a Sum of Rs. 665.00 Lacs as amount recoverable on account interest and penalty
on entry Tax. The contractor has not paid the amount till date. Thus Other Non Current Assets are overstated to
thatextant.

(xxv) We invite attention to note no 2.62(b) where no provision has been made as the proposal has been sent to the
BOD for writing off theamount.

5 TradeReceivablesNote2.12

I) The Kashang Unitis showing Rs. 103 lakhs(previous year Rs. 73 lakhs) as amount recoverable from HPSEB Limited
on account of Late payment surcharge which has not been accepted by the party and the same amount has not
been paid by the customer till date and only sale of power is being paid by the party. In our opinion the amount
recoverable is overstated and a provision for amount doubtful for recovery is required. Thus, Trade receivable is
overstated to the extent of above and the expenditure is understated to the extent of above.

ii) We invite attention to Note No 2.58 wherein it is stated that HPSEB Limited has retained Rs. 1369 Lakhs (Previous
Year Rs. 1,369 lakhs) as amount due on account of Leave salary and pension contribution of employees appointed
on secondment basis with the company. In our opinion the trade receivables are overstated to the extent of above
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andalsothe liabilities are overstated to that extant.

6 OtherCurrentAssets Note2.18
i) The Sawra Kuddu unit has not shown the amount recoverable from Patel Engineering on account of recovery of

concrete cutting amounting to Rs. 84 lakhs. In our opinion the other Current Assets are understated to the extent
ofabove and CWIPis overstated to the extent of above.

7 Non-CurrentOtherFinancial Liabilities Note 2.21

i) LongTerm Borrowings
The Company has taken loan from the State Government for construction of Hydro projects. The Company has
not paid the Instalment and interest on the State Government loans. The State Government has provided
deferment of loan and interest for the amountaccrued up to January 2017 tillFY 2018-19. The instalmentinterest
due after January 2017 till the close of the has not been paid by the company to the state Government. We Invite
attention to Note 2.73 where in the Company has made the request for the deferment of Instalment and loan to
State Government however no confirmation from the State Government has been received till finalisation of the
report.In our opinion the Company has defaulted in payment of instalments and interest to the state government
holding 29% of the equity. However there is no other defaultin payment of loan and interest to any other Financial
institutions/Banks.

ii) The Long-term Liabilities includes EMD, Retention Money and Security Deposits pending since inception of
projects and the same has not been paid till the close of the year. The Internal control in respect of them is very
weak and should be strengthened and the liabilities should be assessed at fresh and should be charged to
revenueinappropriate cases.

8 Non-CurrentLiabilities Provisions Note 2.23
i) ForCompany Employees
We invite attention to note 1.20 and 2.41 where in the policy adopted for employees benefit and accounting in
respect of the same has been disclosed. The Above policy is not in compliance with the Ind AS 19 Employees Cost
in relation to Post Employment defined Benefits plan in the matter of its recognition and measurement. In the
absence of Information, we are unable to comment on the same of its impact in the balance sheet and profit and
Loss Account.

i) For HPSEB Employees

The provision for leave encashment liability, gratuity liability and pension Liability of HPSEB employees has been
calculated based on formula adopted by HPSEB Limited. The Liability provided for is subject to the confirmation
from HPSEB Limited.

In the absence of information and confirmation from HPSEB Limited we are unable to comment on the effect of
the same onthefinancial statements at the close of the year.

iii) The Company has shown Gratuity Liability at the close of the year in excess by Rs. 19 lacs. Thus Provisions Non
Currentis overstated to the extant of above.

iv) The Company has shown Leave Contribution Liability at the close of the year in excess by Rs. 46 lacs. Thus
Provisions Non Currentis overstated to the extant of above.

9 OtherNon-CurrentLiabilities Note 2.24
a) Utilised GrantRenuka ji
i) The Company hasincurred following expenditure on the Renukaji project till 31st March 2017. (Amount in Lacs)

Tangible Assets 42,095 29,722

Capital Work in progress 32,014 43,405

Advances 199 259
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74,308 73,387
Grant Received 68,549 68,549
68,549 68,549
Shortfall 5,759 4,838

iii)

iv)

There is a shortfall of expenditure to the tune of Rs. 5,759 Lakhs (Previous year Rs. 4,838 Lakhs) which has to be
borne by the participating states. No information about the share of the expenditure of the participating states
and confirmation from them has been provided to us for verification. In absence of information we are not able to
comment on the same. The Renukaji unit has not made any provision for the amount recoverable from the
participating states and the central government. In our opinion the other current assets are under stated to the
extentof above similarly the other non-currentliabilities are understated to the extent of above.

The Company has requested the Government of India for additional amount of Rs. 31,602 lacs to be deposited
with the courts on urgent basis. The GOI has denied the request and with the condition that funds can only be
granted after settling of all the clearances. UYRB has also directed all the participating states to deposit there
respective share money with HPPCL but till date no contribution has been received and no disclosure of the same
has been madeinthe notesof accounts.

We invite attention to para 2 (xiv) of our audit report regarding allocation of expenses to Renukaji HEP wherein its
stated that the allocation of expenditure of Corporate office and Sunder Nagar Design office to the unithas not
been confirmed/approved by the participating states and the central government. In the absence of
confirmation and approvals we are unable to comment on the apportionment of expenditure charged to the
Renukaji HEP. The company has allocated Rs. 2111 lakhs (previous year Rs. 1,826 lakhs) as share of corporate office
and design wing expenses to the Renukaji HEP till 31st March 2017. In our opinion the amount recoverable from
participating states will be reduced by Rs.2111 lakhs (previous year Rs. 1,826 lakhs) given in above para.

The Company is earning interest on the surplus funds of renukaji at Corporate Office by investing the same in
short term Fixed Deposits. The Interest earned on the same has not been shown as addition to the Grant nor the
same has been reduced from the incidental expenditure during construction period of the unit. The above
practice is not in line with the significant accounting policy adopted by the company (refer Note 1.16). In the
absence of information, we are unable to comment of the effect of the same on the Financial Statements.

10 CurrentLiabilities OtherFinancial Liabilities Note 2.26

i)

ii)

iii)

iv)

The Liability on account of Retention Money, Security Deposit and dues payable to Contractors and suppliers are
subject to Confirmation. In the absence of Information, we are unable to comment on its effect on assets and
liabilities.

The different units of the company are showing separately the amount payable and recoverable from HPSEB
Limited. No Confirmation from the HPSEB Limited has been provided to us for the amount payable and
recoverable. In our opinion only one account of the HSPEB Limited should be maintained and net balance of
recoverable or payable should be shown in the Financial Statements.

The Other Current Liabilities includes EMD, Retention Money and Security Deposits pending since inception of
projects and the same has not been paid till the close of the year. The Internal control in respect of them is very
weak and should be strengthened and the liabilities should be assessed at fresh and should be charged to
revenueinappropriate cases.

The Other Financial Current Liabilities includes Rs. 72 lakhs (Previous Year Rs. 62 lakhs) as unclaimed money on
account of payables, retention, security and other payables to the contractors.The amount has been shown under
this head because the persons to whom amount is payable is not traceable. In our opinion the other current
financial liabilities are overstated to the extent of above and necessary provision for amount written back should
be provided.

v) The Sawra Kuddu unit has made a provision for CAT Plan Expenses on 04thJanuary 2016 amounting to Rs. 69

102

lakhs. The Unit has informed us that the amount has not been paid as the previous utilisation certificates has not
been provided by the Forest Department. In our opinion the amount is of the nature of withheld amount and
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should be shown under the head Non-Current Financial Liabilities. Thus, current Liabilities are overstated to the
extent of above.

vi) The Corporate Office has not made the provision for demand raised by the PF Commissioner for the period
09/2008 to 06/2011 on account of PF contributions of Unregistered Contractors amounting to Rs. 189Lakhs on
02nd August 2018 (refer Note 2.60). The Liability was known to the management before the approval of the
Financials by the BOD i.e.28th November 2018.Thus, currentliabilities are understated to the extent of above.

vii) Local AreaDevelopmentFund:-
We Invite attention to Note 2.66 where in the company has not made any provision of amount payable to LADA
fund on account increase in cost of the Projects. The following are the details of the Projects and understatement
of Liability on account of additional amount payable to LADA Fund.

Expenditure Lada Fund Expenses
Incurred in Crore @1.5% Booked

Kashang Il and IlI 184.60 2.77 0.77 2.00
Sainj 1,270.93 19.06 17.97 1.09
Sawra Kuddu 1,672.19 25.08 24.50 0.58

In our opinion the Capital work in progress is understated to the extent of Rs. 368 lakhs and correspondingly
Current Liabilities are also understated to that extant.

viii) Surveyand Investigation of Khab Hydro Electric Project
We Invite attention to Note 2.63 wherein it is stated that the Company has not accounted for Rs. 1,273
lakhs(previous year Rs. 1,273 lakhs) on account of survey and investigation work done by SJVN. Thus, Current
Liabilities are understated to the extent of above and similarly the Capital Work in Progress are understated to the
extentofabove.

ix) The Corporate Office has booked the IUT to Sainj Unit amounting to Rs. 2.93 lacs during the year on the basis of
letter to bank to pay the payment through NEFT to HCC limited. The NEFT was actually issued by the bank in the
month of April 2018.Thus Current liabilities as well as Bank Balance are understated to that extant.

x) The Sainj Unit has not charged GST on the Liquidation Charges amounting to Rs. 775.80 lakhs on Rs. 4310.00 Lacs
charged from HCC during the year under review. The Company has not shown the Liability under GST returns filed
during the year under review nor the same has been charged to the contractor. Thus the current liabilities and
understated to that extantand other non currentassetsis also understated to that extant.

xi) The Kashang Unit has not Charged GST on the Liquidation Charges amounting to Rs. 534.42 lakhs on Rs. 2969 Lacs
charged from HCC. The Company has not shown the Liability under GST returns filed during the year under review
nor the same has been charged to the contractor. Thus the current liabilities and understated to that extant and
othernon currentassetsis also understated to that extant.

xii) The Corporate Office has shown bills payable amounting to Rs. 4 lacs for which no details are available. Thus
current Liabilities are overstated to the extant of above.

xiii) The Corporate Office has shown Rs. 35 lakhs as amount payable to Director cum Member Secretary and also the
amount has been shown as advance to the Government department and the advance paid has not been adjusted
at the close of the year. Thus Current Liabilities and advance to government department is overstated to the
extantofabove.

xiv) The Corporate Office has shown Rs. 23 lakhs as amount payable to Anand Toyota and also the amount has been
shown as advance to the Anand Toyota and the advance paid has not been adjusted at the close of the year. Thus
Current Liabilitiesand advanceto governmentdepartmentis overstated to the extant ofabove.

xv) We invite attention to note 2.72 where the Corporate Office has shown Rs. 500 lacs as amount payable to the
Kisahau Corporation Limited on account Equity Contribution of the State Government for the seed Money. No
confirmation from the Kisahu Corporation Limited and directions from the State Government to keep the money
with company has been provided to us for verification. In the absence of information we are unable to comment
onthesame.
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11 OtherincomeNote2.25

The Shongtong unit has not accounted for the Foreign Exchange fluctuations amounting to Rs. 18.07 lakhs. Thus
theincomeis understated to the extant of above.
12 Saleof Power
I) The Kashang and Sainj HEP has booked the Sale of Power in the books of accounts on net realisation value of the
Company Share. No Accounting entry for the Free Power to State Government, LADA Share and auxiliary power
has been made in the books which is not in lines with the previous year accounting policy adopted by the
company. We Invite attentiontonote 2.57 (b) wherein the changein accounting policy has beenindicated by the
company.The following are the details in respect of the same and comparative figures of the previous year.
(Amount in Lacs)

3000002 Sale of Energy 1,366.00 198.89

1,366.00 198.89
4000750 Free Power to State Govt (Royalty) 1,129.00 172.45
4000751 Free Power to State Govt (LADF) 94.00 14.37
4000752 Generation/Auxiliary Energy Expenses 143.00 12.07

The company has not disclosed the impact of the same and as result the figures of current and previous year are
not comparable. The non accounting of the same will have impact on the apportionment of expenditure of
corporate office and Sundernagar to various units during the year under review. The impact of the same cannot
be quantified hence we are unable to commentonthe same.

13 Apportionment of expenditure and Income of Corporate Office and Sunder Nagar

i) Expenditure of Corporate Office and Sunder Nagar
It has been observed that at the time of apportionment of expenditure of Corporate office and Design Office the
net expenditure incurred during the year has been apportioned in the ratio of 156:209 from 01st April 2017 to 3rd
September 2017 and 4th September 2017 to 31st March 2018. (refer Significant Accounting Policy no 1.6 g and
Note no 2.57(c)). The above apportionment is not in line with the accounting policy referred in note 1.6 g which
states that the “The Expenditure of Corporate office and Sunder Nagar design office is allocated to different accounting
units on systematic basis.”

In our opinion the expenditure and income should have been apportioned separately on actual basis between
the pre and post cod period to different units. The Adoption of wrong method of apportionment may effect the
allocation of cost to different units and the effect on its depreciation after commissioning of the projects. In the
absence of information we are unable to comment on the same.

ii) Income of Corporate Officeand Sunder Nagar
It has been observed that the income of the corporate office mainly consists of the interest earned on Fixed
deposits by making shortterm investments of the following funds: -
- Fundsreceived for Equity
- Fundsfor Renukaji Project
- Imprest Fundsfor ADB Funded Projects State Govt Loan
- Interest on FundsWith LAO
The Company has received the following interest on Fixed Deposits and on different type of funds during the year:

mm Current Year Amount | Previous Year Amount To be apportioned to

1. Equity Funds 5,26,73,054.00 4,48,74,572.00 All the Units

2. Renuka Funds 16,88,61,940.00 13,66,17,713.00 To Renuka Funds
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3 Trench 1 State Govt Loan - 6,38,102.00 Sawra Kuddu & Kashang
4, Trench 2 State Govt Loan - 19,32,856.00 Sawra Kuddu
5 Trench 3 State Govt Loan - 1,92,56,416.00 Kashang and Sainj
6. Trench 4 State Govt Loan 1,51,16,776.00 Shongtong

I T T
7. Interest on Funds with LAO 1,55,69,369.00 58,97,174.00 Renuka ji

The Company has allocated income to various projects on the basis of allocation of expenditure to different units
as per accounting policy of the company during the year under review. The following are the details of the

allocation:-

I Kl e e
Sawra Kuddu 3,29,87,549 6,73,28,108 10,03,15,657
Kashang | 26,70,216 5,36,229 32,06,445
Kashang I 36,23,378 84,15,016 1,20,38,394
Sainj 3,03,50,630 4,67,774 3,08,18,404
Renukaji 1,52,00,470 2,03,65,183 3,55,65,653
Shongtong 1,40,47,853 3,29,03,088 4,69,50,941
Chirgaon Majhgaon 2,59,437 5,01,605 7,61,042
Triveni Mahadev 1,62,369 3,07,712 4,70,081
Thana Plaun 4,70,086 10,09,796 14,79,882
Nakhtan 5,00,306 9,82,545 14,82,851
Gyspa Dam 4,65,096 4,85,333 9,50,429
Surgani Sundla 2,77,391 6,12,947 8,90,338
Deothal Chanju 90,830 1,77,178 2,68,008
Chanjulll 1,53,629 3,49,170 5,02,799
Berra Dol 77,227 13,26,201 14,03,428

10,13,36,467 13,57,67,885 23,71,04,352

The allocation of income of the corporate office to the units is not on the basis of the actual receipt of the interest
on different type of funds. The above basis is also used in the allocating the income up to 31st March 2018 by the
company. No Adjustment has been made for the allocation of income for the year 2016-17 already reported in
previous year report. The apportionment of the income on the basis of the funds kept by the corporation may
haveimpact ontheincidental expenditure which has to be allocated to the individual assets of the unit at the time
of the commissioning of the project. In the absence of the information we are unable to comment on the same
and itsimpact on the cost of the individual units under the head Capital work in progress and Property Plant and
equipment.

The Kashang Unit Stage | has booked Rs. 32 lakhs and Sainj unit has booked Rs. 5 Lakhs as income from interest on
Fixed Deposits and Bank Deposits after COD Period as share of Income of Corporate Office. The above
apportionment of the income to the unit has no relevance as projects was under operations and no funds of
Equity and Imp rest fund from State Govt (ADB funds) is at the disposal of the Unit. Thus, the Income on account of
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Interest on Fixed deposit and Bank Interest is excess shown by the unit as proportion of income to the unit which
has to be adjusted with the Incidental expenditure of the projects under construction as per accounting policy of
the company. Thus, the income during the year is overstated to the extent of Rs. 37 lakhs and capital work in
progressin overstated to that extent.

ii) We invite attention to Note number 2.80 where the company has changed the accounting policy in respect of
charging of expenditure of corporate office and Sundernagar Design Wing during the year under review.

iii) The Company has not taken the Infirm Sales of Power and Free sale of power and auxiliary use of power while
calculating the Ratio of apportionment of the expenditure of Corporate Office and Sunder Nagar Design wing in
the case of the commissioned projects. The following are the details of the infirm power sale Free sale of power
and auxiliary use of power not taken into consideration by the company:- (Amount in Lacs)

Kashang Stage 1 Infirm Sale 267.50
2 Sainj Infirm Sale 832.09 43,405
832.09 267.50
Free Sale of Power to state Govt 1,129.00
4 Free Power LADF 94.00
Auxillary Energy 143.00
1,366.00

Non considering the above may have impact on the apportionment cost on the commissioned and non
commissioned project.We are unable to comment on theimpact of the same.

iv) The expenditure of the Sundernagar Design Wing has been transferred to Different units during the year review.
Thefollowing are the details of the same.

Name of Power Project | 01/04/2017 to 03/09/2017 04/09/2017 to 31/3/2018

Sawra Kuddu 1,92,81,500 3,93,52,976 5,86,34,477
Sainj 1,77,40,199 2,73,412 1,80,13,611
Renukaji 88,84,803 1,19,03,358 2,07,88,161
Kashang | 15,60,764 3,13,424 18,74,187
Shongtong 82,11,088 1,92,31,707 2,74,42,795
Chirgaon Majhgaon 1,51,644 2,93,186 4,44,830
Triveni Mahadev 94,906 1,79,857 2,74,763
Thana Plaun 2,74,769 5,90,221 8,64,991
Nakhtan 2,92,433 5,74,294 8,66,727
Gyspa Dam 2,71,853 2,83,675 5,55,528
Surgani Sundla 1,62,138 3,58,265 5,20,402
Deothal Chanju 53,091 1,03,560 1,56,651
Chanjullll 89,797 2,04,088 2,93,886
Berra Dol 45,140 7,75,159 8,20,299
Kashang I 21,17,895 49,18,539 70,36,434
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The Design wing has not provided to us details regarding expenditure incurred on various projects and no job
cards has been kept by the design wing to substantiate the expenditure incurred on various projects. In the
absence of information we are unable to comment on the same.

14 ProvisionforIncomeTax
We invite attention to Note No 2.68 where in no provision has been made by the company forincome tax..

We also invite attention to note 2.54 where in the cases for earlier years are pending with different authorities and the
outcome of which are uncertain and may affect the amount shown as Deposits with Income Tax authorities Rs. 9,195
lakhs (Previous Year Rs. 7,774 lakhs (refer note 2.10), and Income Tax Refund due Rs. nil (previous year Rs. 1,066 (refer
note 216). In view of the uncertainly involved and the matter is subjudice we are unable to comment on the
recoverability of the above amountandits effect on the Financial Statements.

15 Goodsand ServiceTax

The company has not complied with all the provision of the Goods and Service Tax Act while preparing the monthly
returns and the annual returns for the year under review.

We have checked some instances and we have observed that the Goods and Service tax has not been deposited on
following expenditures and Income:-

. Tenderincome

. Liquidation Charges

. Rentincome

. TransitCampIncome

. Late Payment Surcharge

. Payments Made to Government Departments and Government Bodies under Reverse Charge.
. Reimbursement of Expenses from Contractors

. Sale of scrap.

. Arbitrators fees under reverse charge

The Company has appointed GST auditor to conduct the GST audit under the GST Act. However the GST report has
not been submitted till the date of the finalisation of this report. In the absence of the report we are unable to
commenton thefinalliability of GST along with interest and penalty.

O 0 N O L1 D W N =

16 Quantitative Detailsinrespect of energy generated and sold
We invite attention to Note2.49 where in the Company has stated that it has installed capacity of 165 MW as on 31st
March 2018. The company has capacity 65 MW *3 i.e. 195 MW and all the three turbines was in operation and was
used alternatively by the Kashang HEP during the year under review and the installed capacity of the Sainj HEP is 100
MW which is being commission during the year under review. Thus total Installed capacity is 295 MW instead of
165MW.In our opinion the installed capacity is understated to the extent of 135 MW.

17 Allocation of expenses of Kashang 1,2and 3

i) The method adopted for allocation of expenses by the Kashang Unit to Stage 1, 2 and 3 is not systematic and nor
consistently followed,

Stage 1 84% 70%

Stage 2 and 3 16% 30%

ii) The Kashang Unit has not taken the correct cost while making the ratio of apportionment for common expenses
tostage 2 and 3.Thefollowingis the variance:

107
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Capitalized Assets 8,18,47,566.00 8,18,47,566.00

CWIP-AUC 1,85,51,87,478.00 1,39,15,89,435.00 46,35,98,043.00

Total Block 1,93,70,35,044.00 1,47,34,37,001.00 46,35,98,043.00

Thus the Unit has taken excess cost of CWIP- AUC while calculating the ratio for the apportionment of expenses
which will have effect of the ratio of the apportionment of expenses. The Revised ratio of appropriation of
expenseswill be as under :-

Gross Block Stage-I (Rs.) Stage-li&lll (Rs.) Total (Rs.)

Capitalized Assets 10,03,02,89,729.20 8,18,47,566.00 10,11,21,37,295.20
CWIP-AUC 52,85,587.30 1,39,15,89,435.00 1,39,68,75,022.30
Ratio for apportionment 87% 13% 100%
Ratio Applied 84% 16% 100%

Variance 3% -3% 0%

The Kashang Stage 1 has charged less expenditure to the tune of Rs. 25 lacs to the profit and loss Account and
similarly the CWIP of Kashang 2 and 3 is overstated by the above amount.

18 ProfitandLoss Account
i) Environmental ManagementExpenses
The Kashang unit charged Rs. 261.00 lacs as environmental management expenses in the profit and loss account
during the year under review. The above expenditure is of Capital Nature and should have been capitalised and
depreciation on the same has to be charged on the use life of the assets. Thus expenditure is overstated to the
extantof Rs.261 lacs. Similarly depreciationis understated to the extant of Rs.6.25 lacs.

ii) Leaserent Others
The Kashang Unit has charged the lease rent paid to the staff of employees of Stage 2 and 3 amounting toRs. 17
lacs to the Profitand loss account which has to be capitalised to the CWIP works. Thus Expenditure is overstated to
the extant of above.

iii) O and M Plant Consumable Items
The Kashang Unit has not shown the inventory of turbine oil in hand as on 31st March 2018 as inventory
amounting to Rs. 2.59 lacs. Thus Expenditure is overstated to the extant of above and inventory is understated to
thatextant.

iv) Oand MEIWorks
The Kashang Unit has charged the cost of providing the electric installations amounting to Rs. 6.84 lacs to the
Profit and loss account which has to be capitalised and depreciation has to be provided on the same. Thus
Expenditure is overstated to the extant of above and Property plant and equipment is understated to that extant.
Similarly the depreciationis understated to the extant of Rs. 1 lacs.

~

v) Appropriation of Employees cost for Kashang Stagel,2and 3

The Kashang Unit has not provided to us the salary cost of the employees posted to the Stage 1,2 and 3. The Unit
does not have the salary cost of employees posted on different stages. In the absence of information we are
unable to comment on the apportionment of salary expenses to different stages. The following is the details of

salary booked under different stages.

Stage 1 634.00

Stage 2 and 3 120.00
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19 Reversal of Leave Encashment provision forearlierYears
The Kashang unit stage | has shown the Leave encashment expenses as credit Balance amountingtoRs.4.92lacs.No
information and explanations for the same has been provided to us. In the absence of information we are unable to
commentonthe same.

20 Income Tax Appeals with the High court in respect of Chargeability of Income Tax on Interest on Fixed
Deposits kept as short-term Investments.
The company has filed an Appeal with the High Court of Himachal Pradesh that the interest on the short-term
investment of the funds in Fixed Deposits with bank from the Equity received from the Governmentis an addition to
the equity and not an income of the company and on same the income tax is not payable. Similarly, the Income
earned on Renukaji Funds is also an additional grant from the Agencies and the same is also not an income of the
company and the same will be utilised on the project expensesand is part of the Grant.

The Company has not shown the interest earned on equity fund till the close of the year as an addition to the Equity
and similarly the interest earned on Renukaji HEP funds till the close of the year has not been shown as additional
grantfromthe Agencies.

No information in respect of the same has been provided to us by the company till the close of the year. In the
absence of theinformation we are unable to comment on the effect of the same on the Balance Sheet.

21 Non-Compliance of Indian Accounting Standard (Ind AS)
The Company has not complied with the following Ind AS while preparing the financial statements: -

(i) Indian Accounting Standard (Ind AS) 20 Accounting for Government Grants and Disclosure of Government
Assistance.
The Company has been granted the deferment of repayment of principal payment and payment of interest till FY
2018-19refer Note 2.21.The company must account for the interest payable on such deferment till the close of the
year at market rate as grant from the government and has to be accounted for as the addition to cost and the same
has also to be shown as addition of grant. No such interest has been accounted for by the company till the close of
theyearasperpara 10 Aofthe IND AS. In the absence of the information we are unable to comment on same.

(ii) Indian Accounting Standard (Ind AS) 19 Employees Benefits
The para 55 to 62 of the Indian accounting standard is applicable to the company in respect of the Post
Employment Benefit: Defined Benefit Plans which requires that actuarial valuation of the liability of employees
defined benefit plan has to be made at the end of the year and same has to be accounted for on in the books of
accounts. The Company has not accounted for the liability on the basis of the actuarial valuation and only actual
liability has been provided. In the absence of the information we are unable to comment on the impact of the
same on the Balance Sheet at the close of the year.

(iii) Indian Accounting Standard (Ind AS) 23 Borrowing Costs
The Para 20 of the Indian accounting standard is applicable to the company which states that “an entity shall
suspend capitalisation of borrowing costs during extended periods in which it suspends active development of as
qualifying asset”. The Company has not excluded the borrowing cost during suspension of activities by the
employees of the contractor and by the contractor for non-starting of the work at site. In the absence of the
information we are unable to commenton theimpact of the same on the Balance Sheet at the close of the year.

(iv) Indian Accounting Standard (Ind AS) 37 Provisions, Contingent Liabilities and Contingent Assets:
The Company has disclosed the provisions contingent liabilities and contingent assets only up to the date when
the accounts has been approved by the BOD. No Disclosures of Provisions, contingent liabilities and contingent
Assets after the accounts approved by the BOD and till the date of finalisation of this reportis considered in these
financial statements.

(v) Indian Accounting Standard (Ind AS) 10 Events After the Reporting Period

The financial Statements are provided to us on 4th December 2019 which was approved by the BOD on 3rd
December 2019. The financial statements are not adjusted for the events occurred between the Balance sheet
date both favourable and unfavourable till date of the finalisation of this report.

(vi) Indian Accounting Standard (Ind AS) 113 FairValue Measurement
The Company has not made Fair Value of the assets and Liabilities as on 31st March 2018, on 31st March
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2017(Refer Note No 2.47).The same is not in line with the IND as113 Fair Value Measurement which is mandatory
applicable tothe company.

(vii) Indian Accounting Standard (Ind AS) 109 Financial Instruments
The Company has not applied the Ind As 109 while disclosing the Government Loan in the financial statements
below market rate interest and its impact on the profit and loss and Balance sheet has not been disclosed in the
financial statements.

(viii) Indian Accounting Standard (Ind AS) 12 IncomeTax

The Company has not followed the IND as in respect of Income tax for calculating the deferred tax assets and
Liabilities and its accounting in the books of accounts. The same is also not in line with note no. 1.21 of the
significant accounting policies adopted by the company. No information in respect of the same has been
provided to us. In the absence of the information we are unable to comment on the impact of the same on the
Balance Sheetatthe close of the year.

(ix) Indian Accounting Standard (Ind AS) 107 Financial Instruments Disclosure
The Company has fixed interest rate borrowings and is subjected to interest rate risk as defined in Ind As 107. No
disclosure of the same and itsimpact on the balance has been disclosed.
The effect of the said qualifications where ascertainable the loss of current year will be Rs. 8,261 lakhs against
reported loss of Rs. 7,912 lakhs. The Other Equity will be Rs. 11,948 lakhs instead of Rs. 11,600 lakhs. The Other
Financial Liabilities will be of Rs. 1,12,208 lakhs instead of Rs. 1,13,577 lakhs. The Provisions non current will
be of Rs. 4,943 lakhs instead of Rs. 5,008 lakhs. The other non Current Liabilities will be Rs. 69611 lakhs instead
of Rs. 69,542 lakhs. The Other Current Financial Liabilities will be Rs. 1,69,280 lakhs instead of Rs. 1,62,191
lakhs. The Property Plant and Equipment will be Rs. 3,15,721 lakhs instead of Rs. 2,94,419 lakhs. The Capital
Work in Progress will be Rs. 260,258 lakhs instead of Rs. 2,71,679 lakhs. The Other Noncurrent Assets will be
Rs.30,014 lakhs instead of Rs. 34,444 lakhs. The inventories will be Rs. 36 lakhs instead of Rs. 34 lacs. The Trade
Receivable will be Rs. 145 lakhs instead of Rs. 1,617 lakhs. The Bank Balance will be Rs. 2,821 instead of Rs.
2,818lakhs. The other current assets will be Rs. 1,441 lakhs instead of Rs. 278 lakhs.

The Sale of energy is understated to the extant of Rs. 1,366 lakhs and correspondingly free power to state
govt Rs. 1,129 lakhs, Free power to LADF Rs. 94 lakhs and Auxiliary Expenses Rs. 143 lakhs is understated to
thatextant.

Qualified Opinion

In our opinion, and to the best of our information and according to the explanations given to us, except for the effects of
the matter described in the Basis for Qualified Opinion paragraph above, the aforesaid standalone Ind AS financial
statements give information required by the Act in the manner so required and give a true and fair view in conformity
with the accounting principles generally accepted in India including the Ind AS, of the state of affairs(financial position)
ofthe Company as at 31st March 2018, and its profit/loss(financial performance including other comprehensiveincome)
and its cash flows and changesin equity for the yearended on that date:-

Emphasis of Matter

1 Noreasonable effort has been made to remove the qualification raised in earlier year audit reports and the same has
been consideredinthisyearreportalso.

2 Wefurtherdraw attention to the following mattersin the Notes to the stand alone Ind AS Financial statements: -

(i) Note No. 2.39 to the standalone Ind AS financial statements regarding the various balances which are subject to
reconciliation/ confirmation and respective consequential adjustments.

(i) Note No. 2.59 to the standalone Ind AS financial statements regarding statement on State Government loan for
Shontong Karcham HEP (450MW) where the ADB funding to state government has expired and stopping of
funding by the KFW to the project.

(iii) Note No. 2.67 to the standalone Ind AS financial statements regarding stay of Forest land to Kashang Stage lland IlI
project pending with Hon'ble High court of Himachal Pradesh the fate of which is dependent on the outcome of
the case.

(iv) Note No. 2.70 to the standalone Ind AS financial statements regarding statement on Nakhtan project pending
with Hon'ble High court of Himachal Pradesh the fate of which is dependent on the outcome of the case.




ANNUAL REPORT 2017-2018 HIMACHAL PRADESH POWER CORPORATION LTD. §§

w1
FOWER CORPORATION LTD.

Our Opinionis not modified in respect of these matters

Reporton OtherLegal and Regulatory Requirements

1.

As required by the Companies (Auditor's Report) Order, 2016 ("the Order") issued by the Government of India in
terms of sub-section (11) of section 143 of the Act, we give in the Annexure-|, a statement on the matters specified in
paragraphs 3 and 4 ofthe Order, to the extentapplicable.

2. Weareenclosing ourreportin terms of Section 143 (5) of the Act, on the basis of such checks of the books and records

of the Company as we considered appropriate and according to the information and explanations given to us, in the

Annexure-2 on the directionsissued by Comptrollerand Auditor General of India.

Asrequired by section143(3) of the Act, we report that:

a) We have sought and except for the possible effects of the matter described in the Basis of Qualified Opinion
paragraph above, obtained all the information and explanations which to the best of our knowledge and belief
were necessary for the purpose of our audit;

b) Except for the possible effects of the matter described in the Basis of Qualified Opinion paragraph above, in our
opinion, proper books of account as required by law have been kept by the Company so far as appears from our
examination of those books;

¢) The Balance Sheet, Statement of Profit and Loss and statement of Cash Flows and Statement of changes in equity
dealt with by thisreportarein agreement with the books of account;

d) Except for the effects of the matter described in the Basis of Qualified Opinion paragraph above, in our opinion,
the aforesaid standalone Ind AS financial statements comply with the Accounting Standards specified under
Section 133 of the Act,

e) The Matter described in the Basis for Qualified Opinion paragraph above, in our opinion may have adverse effect
onthe functioning of the company.

f) Inview of the exemptions given vide Notification No. G.S.R. 463 (E) dated 5th June 2015 issued by the Ministry of
Corporate Affairs, the provisions of Section 164 (2) of the Companies Act, 2013 regarding disqualification of
directors, are notapplicable to the company.

g) The qualification relating to the maintenance of accounts and other matters connected therewith are as stated in
the Basis for Qualified Opinion paragraph above.

h) With respect to adequacy of Internal Financial Controls over financial reporting of the Company and the
operating effectiveness of such controls, refer to our separate report in "Annexure-3" in our opinion the internal
financial controls systemis adequate but the operating effectiveness of such controls need beimproved.

[) With respect to the other matters to be included in the Auditor's Report in accordance with Rule 11 of the
Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our information and according to
the explanations given to us:

i. The Company has disclosed the impact of pending litigations on its financial position in its financial statements-
Refer Note 2.33 to the standalone Ind AS financial statements.

ii. The Company did not have any long-term contracts including derivative contracts for which there were any
material foreseeable losses;

iii. There were no amounts as at 31.03.2018 which were required to be transferred to the Investor Education and
Protection Fund by the Company.

For Anil Karol and Company
Chartered Accountants
Firm Regn. No. 004816N

Sd/-
(CA Walia Umesh)

Place: Shimla Partner
Date: 07.02.2020 M No. 098287
UDIN 20098287AAAAAP9359
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Anil Karol and Company

Chartered Accountants

ANNEXURE 1 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of HIMACHAL PRADESH POWER CORPORATION
LIMITED on the accounts forthe yearended 31st March 2018.

(I) (a) The company has generally maintained proper records showing full particulars, including quantitative details
and situation of its fixed assets.
(b) As explained to us all the assets were got physically verified by the management during the year under review.
We were informed that no material discrepancies were noticed on such verification.

(c) Title deed of immovable properties are in the name of the company except in cases of Renukaji HEP, Sainj HEP
Shongtong HEP and Chirgaon HEP where the land has not been transferred in the name of the Company.

(i) The inventory of the company consisting of Capital Stores, stores, spare parts and other Items. We were informed
thatthese have been physically verified by the management during the year under review.

(i) According to the information and explanations given to us, the company has not granted any loans, secured or
unsecured to companies, firms or other parties covered in the register maintained under section 189 of the
CompaniesAct, 2013.Inview of above, the clauses 3(iii)(a) and 3(iii)(b) of the Order are not applicable.

(iv) The Company has not given any loan, made investments and issued guarantees under section 185 and 186 of the
CompaniesAct,2013.

(v) The company has not accepted any deposits from the public in terms of section 73 to 76 or any provisions of the
CompaniesAct, 2013 and rules there under.

(vi) The Maintenance of cost records has been specified by the Central Government under sub section (1) of section 148
ofthe Companies Act 2013, however the sameis not applicable to the company as the threshold limit of turnover has
notbeen achieved.

(vii) (@) The company is generally regular in depositing with appropriate authorities undisputed statutory dues
including provident fund, income tax, sales tax, wealth tax, service tax, custom duty, excise duty, value added tax,
cess and other statutory dues applicable to it, and there are no undisputed dues outstanding as on 31st March
2018 for a period of more than six months from the date they became payable. However the Liability on account
of Goods and Service Tax can not be quantified as GST auditis under progress till the finalisation of this report. We
areinformed that the provisions of Employees' State Insurance Act are not applicable to the company.

(b) According to the information and explanations given to us, dues of income tax, sales tax, wealth tax, service tax,
custom duty, excise duty, value added tax, cess and other material statutory dues that have not been deposited
onaccountofanydispute are given below:

Addl. Excise & Taxation Commissioner -cum-
Entry Tax Interest 337.70 2010-15 Applellate Authority

2 EntryTax Penalty 75128 2010-15 Al Exise & Tocon Commisdoner <o

Central Government Industrial Tribunal

3. Provident Fund PF Dues 189.26 2008-11 Chandigarh

(viii) The Company has not defaulted any repayment of loans or borrowing to any financial institution or bank or
Government or dues to debenture holders. However, the Government of Himachal Pradesh has given the
sanction to the deferment of repayment Loan and interest up to Jan 2017. No Deferment has been given by the
State Govt after that and the request for the same has been given by the company for further deferment. and
company has not paid the amount of instalment of loan and interest after January 2017.
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(ix) No money was raised by way of initial public offer or further public offer during the year. The amount raised by the
term loans from the Government of Himachal Pradesh has been utilised for the purpose it was raised during the
yearunder review.

(x)  Asperinformation provided to us no fraud by the company or any fraud by officers and employees of the company
has been noticed/ reported during the year except in the year2015 at Renukaji HEP and the same is pending with
State Vigilance.

(xi) Thisbeingagovernmentcompany Section 197 of the Actis notapplicable.
(xii) CompanyisnotaNidhiCompany.

(xiii) As perinformation available to us all transactions with related parties are in compliance with Section 177 & 188 of
the Companies act 2013, wherever applicable and the details have been disclosed in the Financial Statements etc.
asrequired by the applicable Accounting Standards.

(xiv) As informed by the management, the company has not made any preferential allotment to private placement of
shares or fully convertible debentures during the year under review.

(xv) Asinformed to usthe company has not entered in to any non-cash transaction with directors or persons connected
with him.

(xvi) Section45-lA of the Reserve Bank of India Act, 1934 is not applicable to the company.

For Anil Karol and Company
Chartered Accountants
Firm Regn. No. 004816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07.02.2020 M No. 098287
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Anil Karol and Company

Chartered Accountants

ANNEXURE 2 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of Himachal Pradesh Power Corporation Limited
ontheaccountsfortheyearended31stMarch2018

Impact on

Whether the company has clear title / lease | i) Renukaji HEP The Amount paid to
deeds for freehold and leasehold respectively? | The Company does have clear title of | land owners and
If not please state the area of freehold and | land of 915.64 hectares of land which | deposited with court
leasehold land for which title/lease deed are | is in the possession of land owners R | hasbeen capitalized
notavailable. and RPlanis under process.

ii) Shongtong HEP

The Company does not have lease title
of 17.02 hectares and the application
for lease title has been given to DC
Kinnuar. Further acquired land
measuring 0.59.32 hectares is in
dispute with Defence authorities for
security clearances.

iii) SainjHPESB Land

The company has possession of land at
Sarabhai 39.99 bighas, Thalot 19.11.04
bighas but the title deed is not with
the company as payment has not been
paid to the HPSEB amounting to Rs.
34.35 crores.

(iv) Chirgaon Majgoan

The Land in possession at Chirgaon is
with corporation, however the land is
inthe name of HPSEB amounting to Rs.
5.00lakhs.

(v)BerraDol

The Lease deed for govt diverted land
of approx. 12.86 hectaresis pending.
(vi) Kashang

The Lease deed in respect of Forest
Land Diverted 13.47.52 hectares is
under process with revenue
department

(vii) Sunder Nagar

The Lease deed with MPP Power in
respect of GM Civil Designs measuring
5311 square meters in under process
with MPP Power.

2. | Whether there are any cases of waiver off of | Nosuch case found during the audit. NIL
debts/loan/ interest etc. if yes, the reason there
forand theamountinvolved.
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Whether proper records are maintained for
inventories laying with third parties & assets
received as gift from Government or other
authorities.

Forestland diverted from Government
of Himachal Pradesh has not been
accounted as the execution of lease
deedarein process.

NIL

State the cases where wastages/ defectives are
beyond the norms fixed for it. expeditiously
andintransparentmanner.

The wastages are with in the norms
fixed

What is the system of valuation of by products
and Finished products? List out the cases of the
deviation from the declared Policy.

Valuation of the Power Generation has
been done on the basis of PPA
Agreement signed with the HPSEB in
case of Kashang HEP.

In case of Sainj HEP the power was sold
in the Power Exchange though Trader
at prevailing market rates.

Nil

State the extent of utilization of Plant and
machinery during the year vis-a-vis installed
capacity.

Installed
HEP Capacity PLF | PAF | AUX
Sainj | 100 MW |27%51.52%|1.47%
Kashang| 65 MW |35%(77.58%|1.34%

Refer Note 2.49 to the notes to
accounts where in the quantitative
details has been given for only one
Turbine of

65 MW whereas the Kashang stage |
Unit is using Three turbine of 65 MW
each alternatively. Thus, the company
has understated the installed capacity
and the utilised Capacity which should
be 65MW X 3 i.e.195 MW of Kashang
and 100 MW of Sainj, and Total of 295
MW instead of 165 MW

Nil

Report on the cases of Discount/ Commission
in regard to debtors and creditors where the
company has deviated from its laid down

policy.

The Company has given Trading
Margin to Tata Power Trading
Corporation Limited as per the
agreement executed with them.
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O Anil Karol and Company
\ Chartered Accountants

ANNEXURE 3

Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies Act,
2013 ("theAct")

We have audited the internal financial controls over financial reporting of HIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Company") as of 31 March 2018 in conjunction with our audit of the standalone financial
statements of the Company for the year ended on that date.

Management's Responsibility for Internal Financial Controls

The Company's management is responsible for establishing and maintaining internal financial controls based on the
internal control over financial reporting criteria established by the Company considering the essential components of
internal control stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by
the Institute of Chartered Accountants of India ('ICAI'). These responsibilities include the design, implementation and
maintenance of adequate internal financial controls that were operating effectively for ensuring the orderly and efficient
conduct of its business, including adherence to company's policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013.

Auditors' Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial reporting based on
our audit. We conducted our audit in accordance with the Guidance Note on Audit of Internal Financial Controls over
Financial Reporting (the "Guidance Note") and the Standards on Auditing, issued by ICAl and deemed to be prescribed
under section 143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial controls, both
applicable to an audit of Internal Financial Controls and, both issued by the Institute of Chartered Accountants of India.
Those Standards and the Guidance Note require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Ourauditinvolves performing procedures to obtain audit evidence about the adequacy of the internal financial controls
system over financial reporting and their operating effectiveness. Our audit of internal financial controls over financial
reporting included obtaining an understanding of internal financial controls over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficientand appropriate to provide a basis for our audit opinion
onthe Company'sinternal financial controls system over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company's internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorisations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorised acquisition, use, or disposition of the company's assets that
could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting
Because of the inherent limitations of internal financial controls over financial reporting, including the possibility of
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collusion orimproper management override of controls, material misstatements due to error or fraud may occurand not
be detected. Also, projections of any evaluation of the internal financial controls over financial reporting to future
periods are subject to the risk that the internal financial control over financial reporting may become inadequate
because of changesin conditions, or that the degree of compliance with the policies or procedures may deteriorate.
Opinion
In our opinion, the Company has, in all material respects, an adequate internal financial controls system over financial
reporting and such internal financial controls over financial reporting were operating effectively as at 31 March 2018,
except in the areas given below based on the internal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financial Reportingissued by the Institute of Chartered Accountants of India.
However, company needs to further strengthen the in the control system in the following areas:
- Implementation and Compliance of Indian AS at unit level to ensure the compliance of the Indian AS on the
companyasawhole.
- Classification of account heads in SAP according to the disclosure and classification requirements of the Schedule
[l of the companiesact 2013 and requirements of the Ind AS
- Harmonisation in creation of account heads at Corporate Level in relation to advances, liabilities and vendors
according to the nature of expenditure so that no duplication of account code exits and only single account code
isallotted toindividual vendors in the company asawhole.
- Paymentto contractors strictly on the basis of authorisation of the BOD.
- Option of marking of clearing entries in the SAP should be followed by all the accounting units in respect of
currentaswellas old accounting entries.
- Scrutiny of old Earnest Money Deposits, security deposits, Retention money and other payables to contractors.
- Capitalisation of Capital Workin Progress intimely and efficient manner.
- Reconciliation of retro entriesin SAP for CPT Module.
- Paymentto Contractors of Additional Advance/ Advance against Retention Money and its accounting treatment.
- Recovery of delay damages from the contractors and accounting thereof
- Provision of Expenses should be made on realistic basis and the payment in subsequent financial year should be
adjusted from the provision only.
- Long Term Advances and Deposit Work should be regularly reviewed and accounted for where the significant
work has been completed.
- Accounting of Provisionis respect of doubtful advances and other recoverable.
- Review of Negative Balancesin liabilities and assets heads.
- Accounting of EMD in the nature of FDRin the books of accounts.
- Recording of financial entries in foreign exchange also where the advances, retention money and suppliers dues
are payablein other currency also.
- Investing of idle funds at HEP in SWEAP Bank accounts to earn bankinterest.
- Accounting of Inventories in hand at project site at the close of the year.
- Liability on account of GST should be as per the requirements of the Goods and Service Tax Act.
We have considered the areas of improvement identified which needs further strengthening as reported above in
determining the nature, timing, and extent of audit tests applied in our audit of the March 31, 2018 standalone financial
statements of the Company. However, these areas ofimprovement do not affect our opinion on the standalone financial
statements of the Company.
For Anil Karol and Company
Chartered Accountants
Firm Regn. No. 004816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07.02.2020 M No. 098287
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Replies to the Auditor's Report on the Standalone Ind. AS Financial Statements
(Annual Accounts) for the financial year ended on 31st March 2018.

1. Reportonthe Standalone Ind. AS Financial Statements
We have audited the accompanying standalone Ind. AS financial | statement of facts requires no
statements of HIMACHAL PRADESH POWER CORPORATION | omments.

LIMITED (“the Company”), which comprise the Balance Sheet as at
31st March 2018, the Statement of Profit and Loss(including other
Comprehensive Income), the Statement of Cash Flows, the
Statement of Changes in Equity for the year then ended, and a
summary of significant accounting policies and other explanatory
information (hereinafter referred to as “the standalone Ind AS
financial statements”).

2. Management's Responsibility for the Ind. AS Standalone
Financial Statements: Statement of facts requires no
The Company's Board of Directors is responsible for the matters | comments.

stated in Section 134 (5) of the Companies Act, 2013 ("the Act") with
respect to the preparation of these standalone Ind AS financial
statements that give a true and fair view of the affairs (financial
position), profit or loss (financial performance including other
comprehensive income), cash flows and statement of change in
equity of the Company in accordance with the accounting
principles generally accepted in India, including the Accounting
Standards (Ind AS) specified under Section 133 of the Act read with
relevantrulesissuedthere under.

This responsibility also includes maintenance of adequate
accounting records in accordance with the provisions of the Act for
safeguarding the assets of the Company and for preventing and
detecting frauds and other irregularities; selection and application
of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and the design,
implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy
and completeness of the accounting records, relevant to the
preparation and presentation of the standalone financial
statements that give a true and fair view and are free from material
misstatement, whether due tofraud or error.

3. Auditor's Responsibility
Our responsibility is to express an opinion on these standalone Ind | Statement of facts requires no
ASfinancial statements based on ouraudit. comments.

We have taken into account the provisions of the Act, the
accounting and auditing standards and matters which are required
to be included in the audit report under the provisions of the Act
and the Rules madethere under.

We conducted our audit of the standalone Ind AS financial
statements in accordance with the Standards on Auditing specified
under section 143(10) of the Act. Those Standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the standalone Ind
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ASfinancial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the standalone Ind AS
financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of
material misstatement of the Ind AS financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal financial control relevant to the Company's
preparation of the standalone Ind. AS financial statements that give
a true & fair view in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of
expressing an opinion on whether the Company has in place an
adequateinternal financial controls system over financial reporting
and the operating effectiveness of such controls. An audit also
includes evaluating the appropriateness of accounting policies
used and the reasonableness of the accounting estimates made by
the Company's Directors, as well as evaluating the overall
presentation of the standalone Ind AS financial statements.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our qualified audit opinion
onthe standalone financial statements.

HIMACHAL PRADESH POWER CORPORATION LTD
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Basis of Qualified Opinion

Property Plantand Equipment Note 2.1

() We invite attention to Note No 2.56 wherein its stated that the
Company has possession of forest land at Sainj HEP, Shongtong
HEP, Kashang HEP and Sawra Kuddu and no provision has been
made as the amount of lease has not been ascertained. In the
absence of information, we are unable to comment on the same.

Lease deeds are under execution.

(ii) We Invite attention to Note no 2.65 where in the company has
not accounted for the cost of the Land and Buildings of HPSEB
Limited amounting to Rs. 4,599 lakhs. In our Opinion the Property
Plant and Equipment are understated to the extent of above and
correspondingly the other Current Financial Liabilities are also
understated to the extent of above.

The properties are in the possession of
the Company by default. No final
decision and sale deed has been
executed by both the parties so far.
Hence no provision for the liability in
the Books of Accounts has been made.
However, land measuring 36-12-11
Bighas, situated in Village/Mohal
Panjam, Tehsil: Balichouki Distt.:
Mandi, H.P, has been transferred to
HPPCL, but the cost of the land
transferred to HPPCL is not yet
determined, hence the same has not
been accounted for.

(iii) The Shongtong Unit has not bifurcated the cost of free hold
land the details of the whichis as under:-

1 Land 2,20,28,726.00

2. Trees 51,82,644.00

3. Structure 1,06,23,413.00
The Company should show the costs other then land separately so
that they can be depreciated separately on the commissioning of
the project on the basis of the useful life of the main assets.

Project is still under construction
stage. Depreciation shall be
chargeable from the date of
commissioning of the project, as
suggested by the Auditoralso.
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(iv) The Renukaji HEP has accounted for Rs. 31,911 Lacs on account
of compensation paid for the land. The Himachal Pradesh
Electricity Regulatory Commission Hydro Generation Tariff
Regulation Depreciation @ 3.34% is leviable on submerged Land.
The HP CAG issued comment on the same in the Supplementary
audit for the year 2016-17.The Company has shown Rs. 19,564 Lacs
under the Capital work in progress which has to be shown under
Free hold Land. In our opinion the Free hold land is understated and
CWIP Submerged land is overstated to that extant. The Company
has not Charged the depreciation as per the comment issued by
the CAG. Thus the company has not charged depreciation for the
2016-17 and 2017-18 amounting to Rs. 2,200 lakhs during the year
under review. In our opinion the Property Plant and Equipment is
overstated and Capital work in Progress in understated to that
extant.

ANNUAL REPORT 2017-2018

As per H.P. Electricity Regulatory
Commission's Guiding Principles, in
case of hydro generating Stations,
depreciation is chargeable on Land
under lease and land for reservoir only.
The land acquired by Renukali Hydro
Electric Project is under full ownership
of the Corporation and not under
lease. Hence charging of the
depreciationis not required.

(v) The Renukaji HEP has paid Rs. 5,364 Lakhs on account of
compensation paid for trees and Structures. The CAG in their
supplementary audit report for the year 2016-17 has commented
that Rs. 785 Lacs has been less charged on the above and the
Property Plant and Equipment is overstated to the extent of above
and Capital Work in progress is understated to that extent. The
Company has not accounted for the same in the financial
statements and no further details has been provided in respect of
depreciation to be charged on the above.

The Qualification of the CAG for the year 2016-17 has been
consideredin this report.

As per H.P. Electricity Regulatory
Commission's Guiding Principles, in
case of hydro generating Stations,
depreciation is chargeable on Land
under lease and land for reservoir only.
The land acquired by Renukali Hydro
Electric Project is under full ownership
of the Corporation and not under
lease. Hence charging of the
depreciationis not required.

(vi) The Sainj HEP while capitalising the Interest paid on State
Government Loans at the time of COD has apportioned Rs. 4,202
lacs to Electrical Equipment's instead of Rs. 7,298 lacs. Thus cost of
Electrical Mechanical works is under stated to the extant of Rs.
3,097 lacs.

The total interest on State Govt Loan
for the FY 2017-18 amounts to Rs.
7374.67 Lacs. Out of this amount Rs.
3151.91 Lacs pertain to pre-CoD
period and the same has been
capitalized and balance amount of
interest amounting to Rs. 4222. 75
Lacs, pertaining to post-CoD period
has been charges to P&L Account in
accordance with the provision of Ind.
AS 23. Further the cumulative Interest
during the entire construction period
(IDC) upto 31st March 2017 was Rs.
22155.50 Lacs and IDC for FY 2017-18
(Pre-CoD period i.e. 01.04.2017 to
03.09.2017) was Rs. 3151.91 Lacs.
Hence total Interest during
Construction period amounts to Rs
25307.42 Lacs.Thisamount of total IDC
was further capitalized to Main Civil &
Electro-Mechanical Assets as per
actual loan availed for respective
components.

(vii) The Company is showing the opening Depreciation of certain
assets at negative value for which no information and explanations
has been provided to us.The Following are the details of the same.

This is due to different carrying costs of
the assets as on 01.04.2015 taken for
calculation of deprecation. The
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Plant (currently for Water Treatment) -1.53
Office Machinery (like Lab, Fire, Safety)

=27/7/22

Electronics & Electrical ltems -119.85

Furniture & Fixtures -97.63

Computers & Data Processing Machines -37.72

Vehicles -10.54

Helipad -8.70
Bridges & Culverts -2.30
Server and Networks -151.84

Roads -2,349.25

In the absence of information we are unable to comment on the
same.
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carrying Cost of assets as on
01.04.2015 was based on the
calculations of depreciation on such
assets as per Companies Act. 2013.
Whereas w.e.f.01.04.2016 Corporation
had switched over to depreciation to
be charged as per the guidelines of H.P.
Electricity Regulatory Commission,
retrospectively. Therefore, due to
different carrying cost of assets,
difference cropped up in depreciation
charged in Books of accounts. The
same has been now rectified in the F.Y.
2018-19.

Capital Workin Progress 2.2

(I) The Company has started using the following assets at the
project sites but the following has not been put to use for want of
completion certificate from the concerned departments of the

ol pa ny' (Amount in Lacs)
Building Culverts Works

Sundernagar 1 - - B 1

Sawra Kuddu HEP 14 = - - 58 72

Kashang HEP - - - 28 - 28

Sainj HEP - 2 - = = 2

Renukaji Dam Project

Shongtong HEP - - - o 39 39

Gyspa HEP 8 99 6 - = 114

Beradol - - - - 113 113
I SN S I N TR N
In our opinion the Capital Work in Progress are overstated to the
extent above and the Property Plant and Equipment are
understated to the extent of above. The Impact of the depreciation
on the above cannot be quantified in the absence of the
information.

The works which were already
completed and were pending for
capitalisation have been now
capitalised in the subsequent financial
years i.e. Y. 2018-19 & 2019-20 from
the date of their completion / put to
use date.

(ii) The Company has adopted for exemption under IND AS
regarding deemed cost for Property, Plant and Equipment and
adjusted the accumulated depreciation as on 1stApril 2015 with
the cost as on that date. It has been observed that the company has
reinstated the depreciation of the assets by changing the
Accounting Policy up to 31st March 2016 as per GAAP and while
applying the exemption under IND AS the depreciation charged up
to 1st April 2015i.e., the depreciation as per previous Accounting
Policy has to be adjusted .In our opinion the Accumulated
Depreciation up to 1st April 2015 should have been adjusted with
the Revised Accounting Policy of the Company i.e., on the basis of
the HPREC depreciation Rate. No Information is respect of the same
has been provided to us. In the absence of the information we are
unable tocomment on the same.

Required rectification has now been
made in books of accounts in the FY
2018-19.

(iii) We Invite attention to Note No 2.70 where in it is stated that the
Court case has been filed by the Toss Mini Hydal Project in the
Hon'ble High Court of Himachal Pradesh against the Government
of Himachal Pradesh. The matter is still under litigation and may
haveimpact on the Development of the Project.

Statement of facts, requires no
comments




§§ HIMACHAL PRADESH POWER CORPORATION LTD.

FOWER CORPORATIOH

N LTD.

(iv) The Shongtong unit project work was hampered by the labour
strike of the M/s Patel Engineering from 14th March 2016 to 20th
December 2016 during the year 2016-17. During the year under
review the work was hampered during the period 18th April 2017
to 3rd August2017.The Following are the details of the same:-

|5

18-04-2017 17-05-2017 29.00 Worker Strike
2k, 18-05-2017 20-07-2017 63.00 Lay Off
38 21-07-2017 03-08-2017 13.00 Labour not available

Total | 105.00 |

The Unit has charged the interest on loan during the period to
Capital Work in progress which has to be charged to the Profit and
loss account. No Information in respect of the interest debited to
the capital work in progress during the strike period has been
provided by the unit to us. In the absence of the information we are
unabletocommenton the same.
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The amount of “Finance Cost” i.e.
interest on borrowings of hindrance
period, caused by workers' strike in the
F.Y. 2017-18, has been now calculated
and necessary effect in Books of
Accounts have been taken in the FY.
2018-19.

(v) The Shongtong unit has charged the progressive payments
made to AHIPL to the capital work in progress account whereas
the supplier is raising the invoices afterwards by adjusting the
progressive payments in there invoices proportionately. The
following are the details of the progressive payments made to the
party:-

[ R R

1st Progressive payment 07-04-2016  15,06,05,000.00 56,58,000.00 2,39,53,000.00 18,02,16,000.00

2nd Progressive payment 13-05-2016  15,06,05,000.00 57,04,000.00 2,40,87,000.00 18,03,96,000.00

3rd Progressive payment  31-03-2017  15,06,05,000.00 46,74,000.00 2,43,64,000.00 17,96,43,000.00

- 45,18,15,000.00( 1,60,36,000.00 | 7,24,04,000.00 | 54,02,55,000.00

The progressive payments made are in nature of the advance paid
to the party on the basis of the value of the contract and has to be
adjusted with the invoices to be raised by the supplier in future. In
our Opinion the Advance to the Supplier is understated and the
Capital workin Progressis overstated to that extent.

We invite attention to the Note 1.11 regarding accounting policy in
respect of treatment of foreign currency transactions which has not
been followed by the company. The Advance also includes foreign
exchange components for which no adjustments has been made in
the books as per the requirements of the Ind AS 21 The Effects on
change in foreign exchange Rates applicable to the company. In
the absence of the information we are unable to comment on the
same.

Required clarifications were submitted
to audit, but still the point has not been
settled. No Currency fluctuation issue
is involved in this case as the
settlement of progressive payments
made earlier in foreign currency is
being done in same foreign currency
rates. Further the amount of
progressive payments paid is not
recoverable in nature, as it an amount
paid against work already completed
on or before payment dates. It is
brought out here that, the progressive
payments made to M/s AHPL are notin
the nature of advance as these
payments were released to AHPL
against completion of different
milestone/activities as per provisions
detailed in EPC contract clause 5(a),
5(b) and 5(c), which are related to
overall project. Once these milestones
/services are completed, work
completion certificate is issued by the
HPPCL's Design Wing to the contractor
for claiming the payments. Therefore, it
is evident that the progressive
payment is made only on completion
of certain activities, duly verified by
HPPCL authorities.

122

(vi) The Sainj Unit has paid Entry Tax amounting to Rs. 544 lakhs
from September 2010 to December 2016 to HCC Limited. As per the
Himachal Pradesh Entry Act 2010 the dealer paying the entry tax is
entitled to take the credit of the entry tax and adjust the same with
the Vat Liability of the Dealer which the dealer has claimed in the
Vat return filed by the contractor to the concerned Assessing
Authorities. Thus, the dealer was not entitled to claim the entry tax
which was adjusted by dealer towards its Vat Liability. Thus CWIP

The matter being settled. Recovery of
the amount from the contractor shall
be made.
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Project Electro Mechanical works is overstated to the extent of Rs.
544 |akhs and other current assets are understated to that extent.
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(vii) The Kashang Unit has charged interest paid on PFC loan of Rs.
3,000lakhs transferred from HPSEB at the time of transfer of assets
and liabilities from the HPSEB of the Kashang Unit to the
Expenditure Under Construction. It has been observed that at the
time of transfer of assets from Kashang Unit from HPSEB a sum of Rs.
1,392 lakhs has been used for construction of Transmission Lines at
Kashang HEP. During the year 2010-11 the Kashang unit has
transferred all cost of the Transmission Lines amounting to Rs.
6,585lakhs back to the HPSEB Limited. Further It has been observed
that at the time of transfer of transmission lines the loan
component of the PFC utilised on the construction of Transmission
lines has not been transferred to the HPSEB Limited and further a
sum of Rs. 871lakhs has been paid as interest on the above loan by
the company till 31st March 2017 to the PFC. Thus, a sum of Rs.
871Lakhs is recoverable from HPSEB Limited on account interest
paid to PFC on transmission lines transferred back to HPSEB. In our
opinion Property Plant and Equipment are overstated to the extent
of Rs. 871 Lakhs and the other current assets are understated to the
extent of above.

The matter has been taken-up with
HPSEB Ltd. Their reply / acceptability is
awaited. Hence has not been
accounted forin books of accounts.

(viii) The work at Kashang Il and lll (KK Link Line) was stopped by the
contractor since 30.09.2014 and the interest paid on loan has been
charged to the expenditure under construction. Further the unit
has paid interest free mobilisation advance to the contractor
amounting to Rs. 945Lakhsfor which the recovery has not been
started as the 30% work has not been completed. The Interest
component of the loan payable to state govt loan should be
charged to Profit and Loss Account as per the requirements of the
Ind. AS 23 Borrowing Cost No Information in respect of the interest
to be charged to Profitand Loss account has been provided to us. In
the absence of information, we are unable to comment on the
same.

The amount of “Finance Cost” i.e.
interest on borrowings for the period
during which the work was stopped
due to public agitation etc. has been
now accounted for in Books of
AccountsintheF.Y.2018-19.

(ix) The Sainj HEP has capitalised the cost of employees till the date
of Synchronisation ie 30th June 2017 and after that the employee
cost has been charged to Profit and Loss Account. The water
availability for both the units was available since 15/04/2017 and
the Mechanical Spinning was done for the Unit | on 25/04/2017
thus the construction of the project was completed on 15th April
2017. Thus Employee cost up to 15th April 2017 has to be
capitalised and after that the same has to be charged to the Profit
and Loss Account. The Sainj HEP has capitalised Rs. 151 lacs as
employee cost till 30th June 2017.The cost has to be capitalised till
15th April 2017 when the project was complete which comes to Rs.
26lacs.Thus expenditure to the tune of Rs. 125 lacs is understated.

Necessary rectification has been
carried out and effect has been taken
in the books of accounts in the FY.
2018-19.

(x)The Company has granted EOT of the Shongtong HEP for civil
works till 31st March 2024 with no delay Damages in the 68th Board
Meeting on 24th April 2019. No disclosure for the same has been
made in the notes to accounts.

This being interim/provisional
Extension of Time, hence no delay
damages has yet been determined
and levied, However while considering
the final EoT, Liquidated Damages, if
any, shall be levied. Disclosure to this
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effect has been made in the Directors'
ReportfortheF.Y.2017-18.

(xi) Stoppage of work at Kashang 2and 3

We Invite attention to Note No 2.67 where in its stated that the work
atKashang Stage 2 and 3 has been pending in the NGT and the final
outcome may have an impact on the Construction of the Kashang
Stage 2 and 3. Till the final decision of the NGT we are unable to
commenton the same.

The work of Kashang Stage 2 & 3 was
started in the year 2010-11; the
excavation work of Bbalancing
Reservoir-lll has been completed.
However the work from Kerang-
Kashang link tunnel was started from
downstream end but was stopped due
to the agitation by the people of Lippa
Village. Further, the Intake works and
KK Link Tunnel works from upstream
side could not be taken up by the
Contractor as the site could not be
handed over by HPPCL, since the
Environment & Forest Clearances of
the project were challenged by the
people of Lippa village in the Hon'ble
National Green Tribunal, New Delhi.
Now the issue has been settled and the
construction of approach road from
Lipa Asrang road to Kerang Intake &
Link tunnel site required for executing
the main works of Stage-ll & lll, has
been started and 362m road out of
800m has been completed. The
amount of “Finance Cost” i.e. interest
on borrowings for the period during
which the work was stopped has been
accounted for in Books of Accounts in
theF.Y.2018-19.

(xii) Stoppage of work at Sawra Kuddu

The Adit Work allotted to Patel Engineering was stopped by the
contractor and the advance given to the contractor was interest
bearing. The Contractor has not paid the interest component on
theadvance.

The amount of interest on advance
has been now recovered in the FEY.
2018-19

xiii) Apportionment of Corporate and Sunder Nagar (Design
Wing) Expenses to Renukaji Project

The Company has apportioned 15% of the total expenditure of
Corporate Office and Sunder Nagar Design Office to Renukaji
Project vide Managing Directors Office Order Note dated
10/11/2017 during the year under 2016-17. It has been observed
that during previous year for Renukaji HEP where only expenditure
of 3% of the total cost of the Fixed Assets and CWIP has been
incurred by the company till 31st August 2016 on the project, 15%
of the total expenditure of Corporate Office and Sunder Nagar
(Design Wing Expenses) since incorporation of the company has
been apportioned to the unit and rest has been allocated to the
other units in the proportion of capital expenditure incurred by the
remaining units. The above apportionment ratio has not been
approved by the Board of Directors of the company. The allocation
percentage and ratio adopted by the company is also not in
compliance to accounting policy of the company mentioned at

This has been done as per the decision
ofthe management.
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Note no 1.6 (g) The Company has provided no justification for
approving the percentage of 15% for allocation of corporate office
and Sunder Nagar expenditure to Renukaji HEP. In our opinion the
apportionment of expenditure to Renukaji @ 15% is not justifiable
and thus Rs. 1,948 Lakhs has been excess allocated during the year
2016-2017 to the Renukaji and same has been less allocated to
other units. This has resulted in less apportionment of the
expenditure to the generating unit i.e. Kashang Stage | and Sainj
HEP and may affect the depreciation charged during the year by
the Kashang Stage | and Sainj HEP. In the absence of the
information we are not able to comment on the fewer amounts of
depreciation charged after COD period by the Kashang Stageland
Sainj HEP.

Fixed Assests Cost up to 31st August 2016 (Amount in Lacs)

Name of the CWIP plus Fixed Assests | Percentage | Cost to be Cost
Power Project less land cost of total Cost| Allocated Allocated

Sawra Kuddu 113,082 29.39 4,840 4,249

Kashang | 73,532 19.11 3,147 2,763 384
Kashang Il 32,532 8.46 1,392 1,222 170
Kashang Il - = - - =
Sainj 102,681 26.69 4,395 3,858 537
Renukaji 12,206 3.17 522 2,470 -1,948
Shongtong 43,343 11.27 1,855 1,629 227
Chirgaon Majhgaon 969 0.25 41 36 5
Triveni Mahadev 598 0.16 26 22 3
Thana Plaun 1,483 0.39 63 56 8
Nakhtan 1,781 0.46 76 67 9
Gyspa Dam 919 0.24 39 35 5
Surgani Sundla 992 0.26 42 37 5
Deothal Chanju 137 0.04 6 5 1
Chanju lll 362 0.09 15 14 2
Berra Dol 107 0.03 5 4 1
Sunni Dam

Sub Total 384,723 100.00 16,466 16,466 —

The Company during the year under review has also adopted the
same method of apportionment and the following are the details
of appropriations made during the year:-

Appropriations made up to 03rd September 2017

Fixed Assets Cost up to 31st March 2017 (Amount in Lacs)
(S e | |
Power Project less land cost of total Cost| Allocated Allocated
Sawra Kuddu 1,30911
Sainj 1,20,446 35 276 243 33
Renukaji 13,815 4 32 122 -90
Shongtong 55,749 16 128 113 15
Chirgaon Majhgaon 1,030 0 2 2 0
Triveni Mahadev 644 0 1 1 0
Thana Plaun 1,866 1 4 4 1
Nakhtan 1,985 1 5 4 1
Gyspa Dam 1,846 1 4 4 1
Surgani Sundla 1,101 0 3 2 0
Deothal Chanju 360 0 1 1 0
Chanju lll 610 0 1 1 0
Berra Dol 306 0 1 1 0
Kashang Il 14,379 4 4

SubTotal 3,45,049 10000 “—-
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Appropriations made after 03rd September 2017

Fixed Assets Cost up to 03/09/2017 (Amount in Lacs)

e
Power Project less land cost of total Cost| Allocated Allocated

Sawra Kuddu 1,41,342
Renukaji 13,846 59 163 -104
Shongtong 69,074 27 294 264 30
Chirgaon Majhgaon 1,053 0 4 4 0
Triveni Mahadev 646 0 3 2 0
Thana Plaun 2,120 1 9 8 1
Nakhtan 2,063 1 9 8 1
Gyspa Dam 1,019 0 4 4 0
Surgani Sundla 1,287 1 5 5 1
Deothal Chanju 372 0 2 1 0
Chanju lll 733 0 3 3 0
Berra Dol 2,784 1 12 1 1
Kashang Il 17,666 7 8

In our opinion the apportionment of expenditure to Renukaji @
15% is not justifiable and thus Rs. 194 Lakhs has been excess
allocated during the year 2017-2018 to the Renukaji and same has
been less allocated to other units. This has resulted in less
apportionment of the expenditure to the generating unit i.e.
Kashang Stage | and Sainj HEP and may affect the depreciation
charged during the year by the Kashang Stage I and Sainj HEP. In the
absence of the information we are not able to comment on the less
amount of depreciation charged after COD period by the Kashang
Stageland SainjHEP.

We would further like to submit that no confirmations from the
participating states and the central government have been
provided to us for the inclusion of above expenditure towards the
cost of the Project. In the absence of confirmations we are unable
comment on the recoverability of the expenditure from the
participating states and central government.

3. Non-Current Investment Note 2.5 Statement of Facts requires no
() We invite attention to Note No.2.43(i)., the Company hasmadean | comments.

investment of Rs. 337.50 Lac (previous year Rs. 337.50 Lakhs) in the
equity of Himachal EMTA Power Limited (HEPL) which has been
established as Company's joint venture with EMTA for setting up a
(2*¥250 MW) thermal power plant. The Company has 50% equity
participation in HEPL. The Government of India has allotted coal
block to Himachal EMTA Power Limited and JSW Steal Limited for
which another Joint Venture has been made in the Name of
Gourangdih Coal Limited.

“The Hon'ble Supreme Court of Ind.ia (SC) on 25/08/2014 and
24/09/2014 ordered that the allotment of the coal block made by the
screening committee of the Government of India through the
government dispensation route are arbitrary and illegal thus the
Gouragdih Coal Block allotted to Himachal EMTA Power Limited and
JSW Steel Limited has been cancelled.”

(ii) The Company has made provision for doubtful investments | Statement of Facts requires no
amounting to Rs.337.50 lakhs during the year under review. comments.

(iii) The company Independent auditors of Gourangdih Coal | Statement of Facts requires no
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Limited raised concern in respect of preparing the Financial
Statements on the basis of Going Concern Concept and under
Historical Cost Convention due to deallocation of the Coal Blocks
by the decision of the Supreme Court during the year under review.
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comments.

(iv) We invite attention to note 2.77 where in the Enforcement
Directorate has attached the assets of the Himachal Emta Private
Limited amountingtoRs.259 Lacs.

Statement of Facts requires no
comments.

Other Non-Current Financial Assets Note210

(I) The Chirgaon Unitis showing a sum of Rs. 5 Lakhs asamount paid
to LAO for purchase of land. The accounting unit was transferred
from erstwhile Board (HPSEB). The payment was made by the LAO
of the HPSEB and the land is in the name of HPSEB. The unit was
transferred from the erstwhile HPSEB and the advance account of
the LAO is being carried forward by the unit as advance and the
land is in the possession of the Corporation. The Unit has not
changed the name of the ownership of the corporation in the
revenue records nor has adjusted the advance account. In our
opinion the company is entitled for title of the land once the award
has been ordered by the LAO and land legally vests with the
company. Thus, Other Non-Current Financial Assets are overstated
to the extent of above and correspondingly the Property Plant and
Egiupmentis understated to the extent of above.

Transfer of title of the land is under
process.

(ii) The Shongtong HEP, has paid Rs. 45.31 Lakhs (previous year Rs.
44 |akhs) to land owners for acquisition of land measuring 0.1702
hectare, for the project, at the time of mutation it is found that the
same land was already acquired by HPPWD. The amount is doubtful
for recovery as the amount has not been recovered from the land
owners and a provision for the same is required. In our opinion
Other Non-Current Financial Assets is overstated to the extent of
above and consequently the expenditure is understated to the
extent ofabove.

The amount paid is being recovered
from the welfare grants and R&R
benefits accruing to land holders
against the Welfare and R&R Schemes.
An amount of Rs. 2,97,565/- has been
already recovered/adjusted against
the welfare grants payable to the land
owners. An amount of Rs. 9,32,700/-
will be recovered/adjusted from the
welfare grant already due to be given
to these land holders. Further, an
amount of Rs. 8,67,600/- shall be
recovered from the R&R benefits i.e.
free sand and aggregate as per
requisition ofland owners.

(iii) We invite attention to Note No 2.69 where in it is stated that the
amount recoverable from contractors includes a sum of Rs. 7,943
lakhs (previous year Rs. 5,451 lakhs) recoverable from Coastal
Projects on account of risk and cost. The contract with the
contractor was terminated in the year 2013 and the same was
awarded to M/s HCC Limited The amount paid to HCC Limited on
account extra cost has been shown as recoverable from Coastal
Projects. The amount is doubtful of recovery from the Coastal
Projects as there is no agreement with the party to recover the
money as the contract with the party has already been terminated
since 2013. The Company has gone into liquidation as the lender
banks of the contractor has filed liquidation petition with NCLT and
theamountis doubtful of recovery.

In our opinion the amount should be charged to Capital Work in
progress as part of the cost. Thus, Other Non-Current Financial

The recoverable amount is covered
under the claim raised by HPPCL of Rs.
33499 Lacs and till the final decision of
the NCLT, the amount shown as
recoverable can't be shown as
doubtful for recovery.
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Assets are overstated to the extent of above and Capital Work in
progress isunderstated to the extent of above.

The non-charging of the above cost to the CWIP will result in under
apportionment of the common cost of the Corporate Office and
Sundernagar Design wing. No Information in respect of the same
has been provided to us. In the absence of information we are
unable tocomment on the same.

Further the Company has filed a claim of Rs. 33,499 Lakhs with the
NCLT against the Coastal Projects Limited as the company has gone
into liquidation. No Details in respect of the same has been
provided to us. In the absence of the information we are unable to
commenton the same.
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(iv) We invite attention to Note No 2.62 where in it is stated that the
company has not made a provision for Rs. 103 lakhs (Previous Year
Rs. 103 Lakhs) recoverable from Gammon India since 2013 through
Directorate of Energy. The amount has to be recovered along with
interest of 10 % perannum.The amount has not been recovered till
the date of audit and the same is doubtful of recovery hence
provision for doubtful advance is required. In our opinion the Non-
Current Financial Assets are overstated to the extent of above and
Expenditure are understated to the extent of above.

The amount shown as recoverable
can't be declared as doubtful till the
Directorate of Energy refuses to re-
imburse theamountinvolved.

(v) The Renukaji HEP has deposited Rs. 186.42 lacs with HPSEBL for
deposit work. The HPSEB has fully utilised the advance and given
the Utilisation certificate to the company. However the company
has not capitalised the assets. In our opinion the other Non-Current
Financial Assets are overstated to the extent of above and Capital
workin progressis understated to the extent of above.

Against the total advance of Rs. 186.42
Lacs (given in two instalments) to
HPSEBL for laying construction power
and transmission lines has been fully
utilised by the HPSEBL for various
works assigned to them, as per the
Utilisation Certificate to that effect,
submitted by HPSEBL and the
advance amounts are adjustable
against the expenditure incurred.
Adjustment is pending in Books of
Accounts due to works executed as
intimated vide UC, are being verified
by projectauthorities.

(vi) The Capital Work in Progress of includes excise duty reimbursed
to the contractors by the company which is exempted as per the
notification No.108/95-CE, dated 28.08.1995, which provides that
the goods supplied to projects, financed by the World Bank, Asian
Development Bank or any International Organisation, and
approved by the Govt of India, shall be exempted from the whole of
the excise duty/additional excise duty leviable thereon. The
Company has accounted for the expenditure in capital Work in
progress by way of the reimbursement of the same to the
contractor amounting to Rs. 609 lakhs. The Company has shown
the above amount as recoverable from the Contractor during the
year under review. The Company has recovered only Rs. 476 Lakhs
(previous year Rs. 306 Lakhs) from the contractor till the close of the
financial year of the audit.

The amount has been fully recovered
ason31.03.2019.

(vii) Grant Receivable
We invite attention to Note No 2.64 where in it is stated that
company is showing Rs. 488 lakhs (previous year Rs. 442 lakhs) as

Statement of facts requires no
comments.
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recoverable grant from the Central Government on account DPR
and Investigation Expenses. The Government of India has
approved Rs. 1,250 Lakhs for survey and investigation of the project
and paid Rs. 500 Lakhs as advance and the rest of the amount is to
be paid on the submission of the DPR. The work of the DPR is not
completed since 2012 due to sustained opposition to the project
by local people. The Central Government has stayed the further
payment of the grant until the submission of the DPR. The grant
recoverable shown is not as per para 7 and 8 of the Indian
Accounting Standard (Ind as) 20 Accounting for Government
Grants and Disclosures thereof which states that: -

“7 Government grants, including non-monetary grants at fair
value, shall not be recognised until there is reasonable assurance
that:

(a) the entity will comply with the conditions attaching to them;
and

(b) the grants will be received.

8 A government grant is not recognised until there is reasonable
assurance that the entity will comply with the conditions attaching
toit, and that the entity will comply with conditions attaching toiit,
and that the grant will be received .Receipt of a grant does not of
itself provide conclusive evidence that the conditions attaching to
thegrant have been or will be fulfilled.”

The grant recoverable is not as per the applicable IND AS 20 and the
contention of the company is that as the project is of National
importance and the concerned ministry is continuously pursuing
the matter with the State Government and directing the company
to take appropriate action to resolve the issue with the affected
families so that the survey investigation work may be completed at
the earliest. In our opinion the continuous monitoring of the
project by the ministry and the Central Government and further
directions to resolve the issue with effected families at the earliest is
a sufficient compliance for the condition attached to the grant as
per the requirement of IND as 20.

HIMACHAL PRADESH POWER CORPORATION LTD
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(viii) The Shongtong unit is showing following advances to the
contractors the recoverability of the same is dependent on the
completion of the project and the same has not been discounted
and shown as per the fair value as required by IND AS 113. In the
absence of information, we are unable to comment on the same
(Please also refer Note 2.47). The following are details of the
advances (Amount n Lacs)

-m Current Year Amount Previous Year Amount

1l Patel Engineering 5,143.00 5,236.97

2. Andtriz Hydro 3,155.00 3,708.74

The recovery of mobilization advance
has now started. An amount of 284.00
lacs on account of mobilization
advance has been recovered from M/s
PEL till 31.03.2020.

An amount of 1637.38 lacs against
mobilization advance has been
recovered from M/s AHPL upto
31.03.2020.

Further, as the completion date of the
project is uncertain, hence
discounting can't be done at this stage.
Hence Ind. AS 113 can't be complied
with.

(ix) The Shongtong unit has given advance of 100 lacs (Previous
Year Rs. 50 lakhs) to IPH Khwangi for irrigation scheme and the
same has not been charged to expenditure during construction. In
our opinion the Non-Current Financial Assets are overstated to the
extent of above and CWIP are understated to the extent of above.

Out of the amount of advance given to
“IPH" Rs. 80 lakh has been is adjusted
till 31.03.2020. Efforts are being made
to obtain the utilization certificate of
the balance amount of Rs. 20 lakh.
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(x) The Shongtong unit has given advance of Rs. 10 lakhs and Rs 25
lakhs to HPPWD on 04th October 2013 and 07th December 2016
andthe same has not been charged to expenditure during
construction as the as the work has been completed before the
finalisation of the Balance sheet. In our opinion the Non-Current
Financial Assets are overstated to the extent of Rs. 35 lakhs and
CWIP are understated to the extent of above.
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The advances have been fully adjusted
ason31.03.2018.

(xi) The Shongtong unit is showing advance of Rs. 154 lacs (
Previous Year Rs. 200 lakhs) to HPSEB as on 31st March 2018 and. As
the advance will not be recovered from the agencies and assets are
being used by the corporation the same should be capitalised. In
our opinion the Non-Current Financial Assets are overstated to the
extent of Rs. 154 lakhs and CWIP are understated to the extent of
above.

As on date only Rs. 35.49 lakh is
remaining to be adjusted as on
31.03.2020, from advance given to
HPSEBL and assets for the utilised
amount has been booked. Efforts are
being made to obtain the utilization
certificate against the above amount
and accordingly advance shall be
adjusted.

(xii) The Sawra Kuddu HEP is showing a sum of Rs. 714 lakhs (Rs.
1,186 lakhs) as Deposit Work Paid which has not been capitalised
for want of utilisation certificates from the executing agencies. As
the advance will not be recovered from the agencies and assets are
being used by the corporation the same should be capitalised. In
our opinion the Non-Current Financial Assets are overstated to the
extent of 714 lakhs and CWIP are understated to the extent of
above.

Rs. 485 Lacs against advance given is
pending for adjustment as on
31.03.2020. Regular correspondence
regarding submission of Utilisation
Certificate by HPSEB Ltd. is being done
and the remaining advance amount
shall be settled/recovered accordingly.

(xiii) The Beradol Unit has not capitalised the Advance amounting
toRs. 15 Lacs during the year under review as the advance is of non
recoverable nature. Thus the Other Non Current Assets are
overstated to the extent ofabove.

Has been settled/capitalised in the
F.Y.2018-19.

(xiv) The Chaniju Il has not capitalised the advance to HPPTCL for
design and survey work amounting to Rs. 17 lakhs. Thus the Other
Non Current Assets are overstated to the extent of above.

(xv) The Deothal Chanju has not capitalised the advance to HPPTCL
for design and survey work amounting to Rs. 13.00 lakhs. Thus the
OtherNon Current Assets are overstated to the extent of above.

Advances amounting to Rs.
17,32,900/- and Rs. 12,60,300/- has
been issued to HPTCL as on
18.07.2016, for carrying out detailed
survey of transmission line in respect
of DEOTHAL-CHANJU and CHANJU-III
HEPs, alongwith the preparation of
forest clearance and other PTCC cases.
HPTCL has finished survey work and
obtaining of forest clearance is in
process. Final bill will be submitted on
the completion of work and
accordingly advance will be adjusted.

(xvi) The Sainj Unit has not capitalised the advance to HPPTCL Rs.
500 lakhs. Thus the Other Non Current Assets are overstated to the
extent of above. The Consequential Depreciation the above assets
is understated to the extent of Rs. 15 Lacs during the year under
review.

The amount has been adjusted /
Capitalized on receipt of Utilisation
Certificateon 11.09.2018.

(xvii) The Sainj unit has given advance against the retention money
to HCC limited amounting to Rs. 450 Lacs. The Contractor has not
paid the Advance and the interest due on the same. Thus advance
to Contractor and Retention money is overstated to the extent of
above.

As per Supplementary Agreement SA-
12, the loan of Rs. 4.50 Crores with
interest has been issued to HCC
against Bank Guarantee of amount Rs.
5.18 Cr., which cannot be encashed
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being stayed by Hon'ble Arbitral
Tribunal in reference -lll. A revised
claimamountof Rs6.18 Crore has been
raised by HPPCL as counter claim.

(xviii) The Sainj unit has paid Rs. 50 Lacs to HP Fisheries Department
but the expenditure has not been booked. The Advance is not of
recoverable nature and should have been capitalised. Thus the
OtherNon Current Assets are overstated to the extent of above.

The Director-cum-Warden of fisheries
has been requested to supply the
Utilization certificate.

(xix) The Sainj unit has paid Rs. 10 Lacs to State Pollution
Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been
capitalised. Thus the Other Non Current Assets are overstated to
the extentofabove.

A Utilization certificate has been
received from H.P. State Pollution
Control Board wherein it has been
certified that an Amount of Rs.
1,06,048/- has been utilized during
2017-18 against the advance amount
of Rs.9,87,388/-.

(xx) The Sainj unit has shown Rs. 9 Lacs as recoverable from DOE on
account of LADF charges paid on Infirm Power. The amount is not
recovered till date and provision for the same is required. Thus the
Other Non Current Assets are overstated to the extent of above and
expenditure is understated to that extant.

Necessary correspondence in this
respect is being done with Directorate
of Energy. The amount shall be settled
accordingly.

(xxi) The Sainj unit has shown Rs. 71 Lacs as interest recoverable
from HCC on account of advance given against retention money.
The Party has not repaid the amount of advance & nor the interest
on the same has been paid back hence provision for the same is
required. Thus the Other Non Current Assets are overstated to the
extant of above and expenditure is understated to that extant.

The amount is still recoverable form
the contractor. However if it is not
repaid shall be recovered from the
retention money of the contractor.

(xxii) The Kashang unit has not capitalised the Advance given to
HPPWD amounting toRs. 15 lacs.Thus the Other non-current assets
are overstated to that extant.

Advance has been adjusted in the F..
2018-19.

(xxiii The Sawra Kuddu Unit has debited Rs. 41 lakhs to Patel
Engineering on account of Risk and award cost of the work done.
The contractor has not paid the amount till date. Thus Provision for
non recoverability of amount is required. Thus other non-current
Assets are overstated to that extant.

The said amount was withheld /
recovered, but later on was released
due to the decision of Dispute Board in
favuor of the Contractor. Now the said
case of recovery is under arbitration,
hence can't be shown as doubtful at
this stage.

(xxiv The Sawara Kuddu Unit has shown a Sum of Rs. 665.00 Lacs as
amount recoverable on account interest and penalty on entry Tax.
The contractor has not paid the amount till date. Thus Other non
current Assets are overstated to that extant.

Provision has been made, but the
recovery can't be affected till the final
decision of case by Appellate Tribunal.

(xxv) We invite attention to note no 2.62 (b) where no provision has
been made as the proposal has been sent to the BOD for writing off
theamount.

The Board of Directors in its 70th
Meeting held on 3rd December 2019,
has decided to forego the expenditure
incurred by HPPCL on Suni Dam HEP
(now allotted to SJVNL) against the
goodwill extended by SJVNL, by
remission of expenditure on
renovation of Himfed Building, hired
by HPPCL. Accordingly the amount has
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been written-offintheF.Y.2018-19.

Trade Receivables Note 2.12

(I) The Kasanag Unit is showing Rs. 103lakhs(previous year Rs. 73
lakhs) as amount recoverable from HPSEB Limited on account of
Late payment surcharge which has not been accepted by the party
and the same amount has not been paid by the customer till date
and only sale of power is being paid by the party. In our opinion the
amount recoverable is overstated and a provision for amount
doubtful for recovery is required. Thus, Trade receivable is
overstated to the extent of above and the expenditure is
understated to the extent of above.

The same has been recovered/settled
intheF.Y.2019-20.

(ii) We invite attention to Note No 2.58 wherein it is stated that
HPSEB Limited has retained Rs. 1369 Lakhs (Previous Year Rs. 1,369
lakhs) as amount due on account of Leave salary and pension
contribution of employees appointed on secondment basis with
the company. In our opinion the trade receivables are overstated to
the extent of above and also the liabilities are overstated to that
extant.

The same has been settled in the FY.
2019-20.

Other Current AssetsNote 2.18

() The Sawra Kuddu unit has not shown the amount recoverable
from Patel Engineering on account of recovery of concrete cutting
amounting to Rs. 84lakhs. In our opinion the other Current Assets
are understated to the extent of above and CWIP is overstated to
the extent of above.

Currently the caseis under arbitration /
subjudice, hence has not been shown
asrecoverable.

Non-Current Other Financial Liabilities Note 2.21

(i) Long Term Borrowings

The Company has taken loan from the State Government for
construction of Hydro projects. The Company has not paid the
Instalment and interest on the State Government loans. The State
Government has provided deferment of loan and interest for the
amount accrued up to January 2017 till FY 2018-19. The instalment
interest due after January 2017 till the close of the year has not been
paid by the company to the state Government. We Invite attention
to Note 2.73 where in the Company has made the request for the
deferment of Instalment and loan to State Government however
no confirmation from the State Government has been received till
finalisation of the report.In our opinion the Company has defaulted
in payment of instalments and interest to the state government
holding 29% of the equity. However there is no other default in
payment of loan and interest to any other Financial institutions /
Banks.

The case of deferment of loan dues is
under active consideration of Govt. of
Himachal Pradesh and formal letter in
thisregardis awaited.

(ii) The Long-term Liabilities includes EMD, Retention Money and
Security Deposits pending since inception of projects and the same
has not been paid till the close of the year. The Internal control in
respect of them is very weak and should be strengthened and the
liabilities should be assessed at fresh and should be charged to
revenue in appropriate cases.

EMD, Retention Money and Security
Deposits etc. are being released to the
contractors, whenever, claims are
being submitted by the contractors.

132

Non-CurrentLiabilities Provisions Note 2.23
(I) For Company Employees

Adequate provisions have been
created as per the defined Gratuity and
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We invite attention to note 1.20 and 2.41 where in the policy
adopted for employees benefit and accounting in respect of the
same has been disclosed. The Above policy is not in compliance
with the Ind AS 19 Employees Cost in relation to Post Employment
defined Benefits plan in the matter of its recognition and
measurement. In the absence of Information, we are unable to
comment on the same of its impact in the balance sheet and profit
and Loss Account.
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Leave Encashment Plans, adopted by
the Corporation.Note No.2.41, refers.

(ii) For HPSEB Employees

The provision for leave encashment liability, gratuity liability and
pension Liability of HPSEB employees has been calculated based
on formula adopted by HPSEB Limited. The Liability provided for is
subject to the confirmation from HPSEB Limited.

In the absence of information and confirmation from HPSEB
Limited we are unable to comment on the effect of the same on the
financial statements at the close of the year.

Calculation of liabilities is based on the
methodology devised by State /
Central Govt. and on terms &
conditions accepted by both the
parties.

(iii) The Company has shown Gratuity Liability at the close of the
year in excess by Rs. 19 lacs. Thus Provisions non-current is
overstated to the extant of above.

Has been rectified in the in the FY.
2018-19.

(iv) The Company has shown Leave Contribution Liability at the
close of the year in excess by Rs. 46 lacs. Thus Provisions non-
currentis overstated to the extantof above.

Has been rectified in the in the FY.
2018-19.

Other Non-Current Liabilities Note 2.24

a) Utilised Grant Renuka ji

(i) The Company has incurred following expenditure on the
Renukaji project till 31st March 2018. TS

Tangible Assets 42,095 29,722

Capital Work in progress 32,014 43,405

Advances 199 259

74,308 73,387

Grant Received 68,549 68,549

68,549 68,549

Shortfall 5,759 4,838

There is a shortfall of expenditure to the tune of Rs. 5,759 Lakhs
(Previous year Rs. 4,838) Lakhs which has to be borne by the
participating states. No information about the share of the
expenditure of the participating states and confirmation from
them has been provided to us for verification. In absence of
information we are not able to comment on the same. The Renukaji
unit has not made any provision for the amount recoverable from
the participating states and the central government. In our opinion
the other current assets are under stated to the extent of above
similarly the other non-current liabilities are understated to the
extent of above.

The same shall be shown as
recoverable once the ratio of
contribution by each participating
statesisfinalised.

(ii) The Company has requested the Government of India for
additional amount of Rs. 31,602 lacs to be deposited with the
courts on urgent basis. The GOl has denied the request and with the
condition that funds can only be granted after settling of all the
clearances. UYRB has also directed all the participating states to
deposit their respective share money with HPPCL but till date no
contribution has been received and no disclosure of the same has

Disclosure to this effect has been given
in the Directors' Report. However it is
brought out here that the Investment
Clearance to the project has been
obtained on 07th August 2020. Now
only the CCEA approval is the only
approval left, which is expected by
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(iii) We invite attention to para 2 (xiv) of our audit report regarding
allocation of expenses to Renukaji HEP wherein its stated that the
allocation of expenditure of Corporate office and Sunder Nagar
Design Wing to the unit has not been confirmed / approved by the
participating states and the central government. In the absence of
confirmation and approvals we are unable to comment on the
apportionment of expenditure charged to the Renukaji HEP. The
company has allocated Rs. 2111 (previous year Rs. 1,826 lakhs) as
share of corporate office and design wing expenses to the Renukaji
HEP till 31st March 2017. In our opinion the amount recoverable
from participating states will be reduced by Rs. 2111 (previous year
Rs. 1,826 lakhs) givenin above para.

The proportionate expenditure of
Corporate office and Design Office has
been allocated on the basis of
expenditure being incurred by HPPCL
on Renukaji HEP. Further, prior
approval of beneficiary States for such
allocation may not be required,
keeping in view that a major portion of
the funds required for construction of
Dam, shall come from Central Govt.
and only 10% of the funds required
shall be contributed by beneficiary
states.

(iv) The Company is earning interest on the surplus funds of
Renukaji at Corporate Office by investing the same in short term
Fixed Deposits. The Interest earned on the same has not been
shown as addition to the Grant nor has the same been reduced
from the incidental expenditure during construction period of the
unit. The above practice is not in line with the significant
accounting policy adopted by the company (refer Note 1.16). In the
absence of information, we are unable to comment of the effect of
the same on the Financial Statements.

This has been done as per the decision
ofthe management.

10.

CurrentLiabilities Other Financial Liabilities Note2.26

() The Liability on account of Retention Money, Security Deposit
and dues payable to Contractors and suppliers are subject to
Confirmation. In the absence of Information, we are unable to
commentonits effect on assets and liabilities.

Confirmations of Balance payable as
on 31st March 2018, were sought from
respective Contractors/ Govt.
Departments. Based on the
confirmations received/not received,
the liabilities have been shown in
Books of Accounts.

(ii) The different units of the company are showing separately the
amount payable and recoverable from HPSEB Limited. No
Confirmation from the HPSEB Limited has been provided to us for
the amount payable and recoverable. In our opinion only one
account of the HSPEB Limited should be maintained and net
balance of recoverable or payable should be shown in the financial
Statements.

Most of the amounts under Payable
and Receivable heads, pertaining to
HPSEBL have been settled. In case of
remaining pending entries necessary
reconciliation is being done and the
accounts shall be settled accordingly.

(iii) The Other Current Liabilities includes EMD, Retention Money
and Security Deposits pending since inception of projects and the
same has not been paid till the close of the year. The Internal control
inrespect ofthemis very weak and should be strengthened and the
liabilities should be assessed at fresh and should be charged to
revenuein appropriate cases.

The liabilities against EMD, Retention
Money, Security Deposit and dues
payable to Contractors are released on
the basis of verifications of claims by
EIC concerned, as and when claims are
submitted by Contractors.

(iv) The Other Financial Current Liabilities includes Rs. 72 lakhs
(Previous Year Rs. 62 lakhs) as unclaimed money on account of
payables, retention, security and other payables to the contractors.
The amount has been shown under this head because the persons
to whom amount is payable is not traceable. In our opinion the
other current financial liabilities are overstated to the extent of
above and necessary provision for amount written back should be
provided.

Decision in this regard is under
consideration.
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(v) The Sawra Kuddu unit has made a provision for CAT Plan
Expenses on 04thJanuary 2016 amounting to Rs. 69 lakhs. The Unit
has informed us that the amount has not been paid as the previous
utilisation certificates have not been provided by the Forest
Department. In our opinion the amount s of the nature of withheld
amount and should be shown under the head Non-Current
Financial Liabilities. Thus, current Liabilities are overstated to the
extentofabove.
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The amount is withheld for want of
Utilisation Certificate.

(vi) The Corporate Office has not made the provision for demand
raised by the PF Commissioner for the period 09/2008 to 06/2011
on account of PF contributions of Unregistered Contractors
amounting to Rs. 189 Lakhs on 02nd August 2018 (refer Note 2.60).
The Liability was known to the management before the approval of
the Financials by the BOD i.e. 28th November 2018. Thus, current
liabilities are understated to the extent of above.

Matter being subjudice, has been
shown under contingent liabilities
under Notes on Accounts No.2.60

(vii) Local Area Development Fund: -

We Invite attention to Note 2.66 where in the company has not
made any provision of amount payable to LADA fund on account
increase in cost of the Projects. The following are the details of the
Projects and understatement of Liability on account of additional
amount payableto LADA Fund.

I P S =

Kashang Il and Il 184.60

Sainj 1,270.93 19.06 17.97 1.09

Sawra Kuddu 1,672.19 25.08 24.50

In our opinion the Capltal work in progress is understated to the
extent of Rs. 368 lakhs and correspondingly. Current Liabilities are
alsounderstated to that extant.

Amount payable against LADF have
been deposited regularly. Due to
ongoing works at project ends the
project cost is not yet finalised. Hence
the exact amount of final instalment is
not determinable at this stage. The
marginal amount remaining to be
deposited is subject to further
adjustments and shall be accordingly
provided. In respect of Kashang Stage-
[1 & Ill, the amount of LADF couldn't be
deposited as the work execution was
stopped by the Local people for long
period.

(viii) Survey and Investigation of Khab Hydro Electric Project
We Invite attention to Note 2.63 wherein it is stated that the
Company has not accounted for Rs. 1,273 lakhs (previous year Rs.
1,273 lakhs) on account of survey and investigation work done by
SJVN. Thus, Current Liabilities are understated to the extent of
above and similarly the Capital Work in Progress is understated to
the extentofabove.

HPPCL has reiterated its position to
SJVNL that due to encroachment of
domain by up-stream and
downstream projects, the
investigation and survey works carried
out by SJVNL is of no use to HPPCL and
therefore, it is not in a position to take
into account the expenditure incurred
by SJVNL. After such correspondence,
SJVNL has stopped pressing its claim
further.

(ix) The Corporate Office has booked the IUT to Sainj Unit
amounting to Rs. 2.93 lacs during the year on the basis of letter to
bank to pay the payment through NEFT to HCC limited. The NEFT
was actually issued by the bank in the month of April 2018. Thus
Current liabilities as well as Bank Balance are understated to that
extant.

Due care shall be taken in future.

(x) The Sainj Unit has not Charged GST on the Liquidation Charges
amounting to Rs. 775.80 lakhs on Rs. 4310.00 Lacs charged from
HCCduring the year under review.The Company has not shown the
Liability under GST returns filed during the year under review nor
the same has been charged to the contractor .Thus the current

As the Liquidation Charges pertain to
pre GST regime, hence GST has not
beenlevied on LD Charges.
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assetsisalso understated to that extant.
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(xi) The Kashang Unit has not Charged GST on the Liquidation
Charges amounting to Rs. 534.42 lakhs on Rs. 2969 Lacs charged
from HCC. The Company has not shown the Liability under GST
returns filed during the year under review nor has the same been
charged to the contractor. Thus the current liabilities and
understated to that extant and other non current assets is also
understated to that extant.

As the Liquidation Charges pertain to
pre GST regime, hence GST has not
beenlevied on LD Charges.

(xii) The Corporate Office has shown bills payable amounting to Rs.
4 |acs for which no details are available. Thus current Liabilities are
overstated to the extant of above.

Has been settledintheF.Y.2018-19.

(xiii) The Corporate Office has shown Rs. 35 lakhs as amount
payable to Director cum Member Secretary and also the amount
has been shown as advance to the Government department and
the advance paid has not been adjusted at the close of the year.
Thus Current Liabilities and advance to government department is
overstated to the extant of above.

Has beensettledintheF.Y.2018-19.

(xiv) The Corporate Office has shown Rs.23 lakhs as amount payable
to Anand Toyota and also the amount has been shown as advance
tothe Anand Toyota and the advance paid has not been adjusted at
the close of the year. Thus Current Liabilities and advance to
governmentdepartmentis overstated to the extant of above.

Has beensettledintheF.Y.2018-19.

(xv) We invite attention to note 2.72 where the Corporate Office has
shown Rs. 500 lacs as amount payable to the Kisahau Corporation
Limited on account Equity Contribution of the State Government
for the seed Money. No Confirmation from the Kisahu Corporation
Limited and directions from the State Government to keep the
money with company has been provided to us for verification. In
the absence of information we are unable to commenton the same.

The amount Shall be disbursed to
Kishau Corporation Ltd. on receipt of
instruction from GoHP and requisition
from Kishau Corporation Ltd.

11. | OtherincomeNote2.25 Rectification of the same has been
The Shongtong unit has not accounted for the Foreign Exchange | doneinnextFY.2018-19.
fluctuations amounting to Rs. 18.07 lakhs. Thus the income is
understated to the extant of above.

12. | SaleofPower During the FY. 2017-18, the power

(I) The Kashang and Sainj HEP have booked the Sale of Power in the
books of accounts on net realisation value of the Company Share.
No Accounting entry for the Free Power to State Government,
LADA Share and auxiliary power has been made in the books which
are not in lines with the previous year accounting policy adopted
by the company. We Invite attention to note 2.57 (b) where in the
change in accounting policy has been indicated by the company.
The following are the details in respect of the same and
comparative figures of the previous year. e

I S I

3000002 Sale of Energy 1,366.00 198.89

1,366.00 198.89
4000750 Free Power to State Govt (Royalty) 1,129.00 172.45
4000751 Free Power to State Govt (LADF) 94.00 14.37
4000752 Generation/Auxiliary Energy Expenses 143.00 12.07

generated was sold in energy
exchange directly. As the portion of
free power @13% was not remitted to
Corporation and non-availability of
exact figure of free power given to
State Govt. and to LADF, the amount
booked under sale of power is net of
such free power. Disclosure under
Note Para 2.57(b), refers.
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The company has not disclosed the impact of the same and as
result the figures of current and previous year are not comparable.
The non accounting of the same will have impact on the
apportionment of expenditure of corporate office and DW Sunder
Nagar to various units during the year under review. The impact of
the same cannot be quantified hence we are unable to comment
onthesame.
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13.

Apportionment of expenditure and Income of Corporate
Officeand Sunder Nagar

(i) Expenditure of Corporate Office and DW Sunder Nagar

It has been observed that at the time of apportionment of
expenditure of Corporate office and Design Office the net
expenditure incurred during the year has been apportioned in the
ratio of 156:209 from 01st April 2017 to 3rd September 2017 and
4th September 2017 to 31st March 2018. (refer Significant
Accounting Policy no 1.6 g and Note no 2.57(c)). The above
apportionment is not in line with the accounting policy referred in
note 1.6 g which states that the “The Expenditure of Corporate office
and Sunder Nagar design office is allocated to different accounting
unitson systematic basis.”

In our opinion the expenditure and income should have been
apportioned separately on actual basis between the pre and post
cod period to different units. The Adoption of wrong method of
apportionment may effect the allocation of cost to different units
and the effect on its depreciation after commissioning of the
projects. In the absence of information we are unable to comment
onthesame.

Keeping in view practicability, the
allocation has been done. The
methodology has been disclosed in
the Notes on Accounts No. 2.57(c).

(ii) Income of Corporate Office and DW Sunder Nagar

It has been observed that the income of the corporate office mainly
consists of the interest earned on Fixed deposits by making short
term investments of the following funds: -

- Funds received for Equity

- Funds for Renukaji Project

-Imprest Funds for ADB Funded Projects State GovtLoan

- Interest on Funds With LAO

The Company has received the following interest on Fixed Deposits
and ondifferent type of funds during the year:-

mm Current Year Amount | Previous Year Amount To be apportioned to

Equity Funds 5,26,73,054.00 4,48,74,572.00 All the Units

2. Renuka Funds 16,88,61,940.00 13,66,17,713.00 To Renuka Funds

3. Trench 1 State Govt Loan - 6,38,102.00 Sawra Kuddu & Kashang

4, Trench 2 State Govt Loan - 19,32,856.00 Sawra Kuddu

5. Trench 3 State Govt Loan - 1,92,56,416.00 Kashang and Sainj

6. Trench 4 State Govt Loan 1,51,16,776.00 Shongtong
N T T

7. Interest on Funds with LAO 1,55,69,369.00 58,97,174.00 Renuka ji

The Company has allocated income to various projects on the basis
of allocation of expenditure to different units as per accounting
policy of the company during the year under review. The following
are the details of theallocation: -

The allocation of interest earned on
short term bank deposits, made out of
idle funds, have been allocated on the
basis of the practice being followed
since earlier years and also as per the
decision of the management.

Further necessary adjustment in
respect of Kashang Unit stage-|, for Rs.
32 Lacs and Sainj unit Rs. 5 Lacs has
been done in the next F.Y.i.e. F.Y. 2018-
19.
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Sawra Kuddu 3,29,87,549 6,73,28,108 10,03,15,657
Kashang | 26,70,216 5,36,229 32,06,445
Kashang Il 36,23,378 84,15,016 1,20,38,394
Sainj 3,03,50,630 4,67,774 3,08,18,404
Renukaji 1,52,00,470 2,03,65,183 3,55,65,653
Shongtong 1,40,47,853 3,29,03,088 4,69,50,941
Chirgaon Majhgaon 2,59,437 5,01,605 7,61,042
Triveni Mahadev 1,62,369 3,07,712 4,70,081
Thana Plaun 4,70,086 10,09,796 14,79,882
Nakhtan 5,00,306 9,82,545 14,82,851
Gyspa Dam 4,65,096 4,85,333 9,50,429
Surgani Sundla 2,77,391 6,12,947 8,90,338
Deothal Chanju 90,830 1,77,178 2,68,008
Chanjulll 1,53,629 3,49,170 5,02,799
Berra Dol 77,227 13,26,201 14,03,428

The allocation of income of the corporate office to the units is not
on the basis of the actual receipt of the interest on different type of
funds. The above basis is also used in the allocating the income up
to 31stMarch 2018 by the company. No Adjustment has been made
fortheallocation ofincome for the year 2016-17 already reported in
previous year report. The apportionment of the income on the
basis of the funds kept by the corporation may have impact on the
incidental expenditure which has to be allocated to the individual
assets of the unitat the time of the commissioning of the project. In
the absence of the information we are unable to comment on the
same and its impact on the cost of the individual units under the
head Capital work in progress and Property Plantand equipment.
The Kashang Unit stage | has booked Rs. 32 lakhs and Sainj unit has
booked Rs. 5 Lakhs as income from interest on Fixed Deposits and
Bank Deposits after COD Period as share of Income of Corporate
Office. The above apportionment of the income to the unit has no
relevance as projects was under operations and no funds of Equity
and Imp rest fund from State Govt (ADB funds) is at the disposal of
the Unit. Thus, the Income on account of Interest on Fixed deposit
and Bank Interest is excess shown by the unit as proportion of
income to the unit which has to be adjusted with the Incidental
expenditure of the projects under construction as per accounting
policy of the company. Thus, the income during the year is
overstated to the extent of Rs. 37 lakhs and capital work in progress
in overstated to that extent. We invite attention to Note number
2.80 where the company has changed the accounting policy in
respect of charging of expenditure of corporate office and
sundernagar Design Wing during the year under review.

(i) We invite attention to Note number 2.80 where the company | The observation has been overruled
has changed the accounting policy in respect of charging of | videsupplementaryauditreportofthe
expenditure of corporate office and Sundernagar Design Wing | C&AG.

during the yearunder review.

(iv) The Company has not taken the Infirm Sales of Power and Free | The observation has been overruled
sale of power and auxiliary use of power while calculating the Ratio | vide supplementary audit report of the
of apportionment of the expenditure of Corporate Office and | C&AG.

Sunder Nagar Design wing in the case of the commissioned
projects. The following are the details of the infirm power sale Free
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sale of power and auxiliary use of power not taken into
consideration by the company:-

(Amount in Lacs)

2016-2017

1 Kashang Stage 1 Infirm Sale 267.50
2 Sainj Infirm Sale 832.09 43,405
832.09 267.50
3 Free Sale of Power to state Govt 1,129.00
4 Free Power LADF 94.00
5 Auxillary Energy 143.00
1,366.00

Non considering the above may have impact on the
apportionment cost on the commissioned and non commissioned
project.We are unable to comment on the impact of the same.
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(v) The expenditure of the Sundernagar Design Wing has been
transferred to Different units during the year review. The following
are the details of the same.

Name of Power Project | 01/04/2017 to 03/09/2017 04/09/2017 to 31/3/2018

Sawra Kuddu 1,92,81,500 3,93,52,976 5,86,34,477
Sainj 1,77,40,199 2,73,412 1,80,13,611
Renukaji 88,84,803 1,19,03,358 2,07,88,161
Kashang | 15,60,764 3,13,424 18,74,187
Shongtong 82,11,088 1,92,31,707 2,74,42,795
Chirgaon Majhgaon 1,51,644 2,93,186 4,44,830
Triveni Mahadev 94,906 1,79,857 2,74,763
Thana Plaun 2,74,769 5,90,221 8,64,991
Nakhtan 2,92,433 5,74,294 8,66,727
Gyspa Dam 2,71,853 2,83,675 5,55,528
Surgani Sundla 1,62,138 3,58,265 5,20,402
Deothal Chanju 53,091 1,03,560 1,56,651
Chanjulll 89,797 2,04,088 2,93,886
Berra Dol 45,140 7,75,159 8,20,299
Kashang Il 21,17,895 49,18,539 70,36,434

The Design wing has not provided to us details regarding
expenditure incurred on various projects and no job cards has been
kept by the design wing to substantiate the expenditure incurred
on various projects. In the absence of information we are unable to
commenton the same.

Statement of facts requires no
comments.

14.

Provision forIncomeTax

We invite attention to Note No 2.68 where in no provision has been
made by the company forincome tax.

We also invite attention to note 2.54 where in the cases for earlier
years are pending with different authorities and the outcome of
which are uncertain and may affect the amount shown as Deposits
with Income Tax authorities Rs. 9,195 lakhs (Previous Year Rs. 7,774
lakhs (refer note 2.10), and Income Tax Refund due Rs. nil (previous
year Rs. 1,066 (refer note 216). In view of the uncertainly involved
and the matter is subjudice we are unable to comment on the
recoverability of the above amount and its effect on the Financial
Statements.

Matteris still subjudice.

15.

Goods and ServiceTax
The company has not complied with all the provision of the Goods
and Service Tax Act while preparing the monthly returns and the

Compliance to GST Act. has been
ensured. Further GST Audit has been
completed and most of actions with
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annual returns for the year under review.

We have checked some instances and we have observed that the

Goods and Service tax has not been deposited on following

expenditures and Income:-

. TenderIncome

. Liquidation Charges

. Rentlncome

. TransitCamp Income

. Late Payment Surcharge

. Payments Made to Government Departments and Government
Bodies under Reverse Charge.

7. Reimbursement of Expenses from Contractors

8. Sale of scrap.

9. Arbitrators fees under reverse charge

The Company has appointed GST auditor to conduct the GST audit

under the GST Act .However the GST report has not been submitted

till the date of the finalisation of this report. In the absence of the

report we are unable to comment on the final liability of GST along

withinterestand penalty.

Ul WN =
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respect to the points suggested in the
Audit report has been taken.

16.

Quantitative Details inrespect of energy generated and sold
We invite attention to Note2.49 where in the Company has stated
that it has installed capacity of 165 MW as on 31st March 2018.The
company has capacity 65 MW *3 i.e. 195 MW and all the three
turbines was in operation and was used alternatively by the
Kashang HEP during the year under review and the installed
capacity of the Sainj HEP is 100 MW which is being commission
during the year under review. Thus total Installed capacity is 295
MW instead of 165MV In our opinion the installed capacity is
understated to the extent of 135 MW.

In case of Kashang HEP Stage-l (65
MW), even though all the three Units of
65 MW each have been commissioned,
but only single machine/unit can be
operated at a time, because water
availability, provisioned so far is only
for operating single machine of 65 MW,
as the KK Link Line in case of Kashang
Stage Il & llI, is not yet constructed.
However, all the machines are being
run on alternate basis by project
offices. Therefore, the installed
capacity of this Kashang Stage-| is (65
MW) only, owing to non-linking of
required water resource from
Kashang Il and Il (K K Link Line) to
operateall the three Unitsatatime.

17.

Allocation of expenses of Kashang 1,2and 3

() The method adopted for allocation of expenses by the Kashang
Unit to Stage 1, 2 and 3 is not systematic and nor consistently
followed,

Stage 1 84% 70%
Stage 2and 3 16% 30%

The Kashang Unit has not taken the correct cost while making the
ratio of apportionment for common expenses to stage 2 and 3.
Thefollowingis the variance:

Gross Block Cost Taken As per Books m

Capitalized Assets 8,18,47,566.00 8,18,47,566.00 -

CWIP-AUC 1,85,51,87,478.00 1,39,15,89,435.00 46,35,98,043.00

Total Block 1,93,70,35,044.00 1,47,34,37,001.00 46,35,98,043.00

Thus the Unit has taken excess cost of CWIP- AUC while calculating

Project cost at the end of the year is
being taken as base for charging the
common expenditure of the project to
different stages. Expenditure which is
specifically identifiable to the stages is
charged on actual basis. Therefore,
expenditure for the FY 2017-18 has
been apportioned on the basis of
project cost arrived atason 31.03.2018
with the prior approval from
managementathigherlevel.

Allocation has been done on the same
pattern as followed in FY 2016-17.
Hence the consistency concept is not
deviated.
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the ratio for the apportionment of expenses which will have effect
of the ratio of the apportionment of expenses. The Revised ratio of
appropriation of expenses will be as under :-

Capitalized Assets 10,03,02,89,729.20 8,18,47,566.00 10,11,21,37,295.20
CWIP-AUC 52,85,587.30 1,39,15,89,435.00 1,39,68,75,022.30

Total Block 10,03,55,75,316.50 1,47,34,37,001.00 11,50,90,12,317.50

Ratio for apportionment 87% 13% 100%
Ratio Applied 84% 16% 100%
Variance 3% 3% 0%

The Kashang Stage 1 has charged less expenditure to the tune of Rs.
25 lacs to the profit and loss Account and similarly the CWIP of
Kashang2and 3is overstated by the above amount.
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18.

Profitand Loss Account

(i) Environmental Management Expenses

The Kashang unit charged Rs. 261.00 lacs as environmental
management expenses in the profit and loss account during the
year under review. The above expenditure is of Capital Nature and
should have been capitalised and depreciation on the same has to
be charged on the use life of the assets. Thus expenditure is
overstated to the extent of Rs. 261 lacs. Similarly depreciation is
understated to the extent of Rs.6.25 lacs.

The same has been rectified in the
subsequentF.Y.2018-19.

(i) Leaserent Others

The Kashang Unit has charged the lease rent paid to the staff of
employees of Stage 2 and 3 amounting to Rs. 17 lacs to the Profit
and loss account which has to be capitalised to the CWIP works.
Thus Expenditure is overstated to the extant of above.

Rent has been apportioned on actual
occupancy basis to Kashang Stage-|
and Stage-ll &]lI.

(iii) Oand M Plant Consumable Items
The Kashang Unit has not shown the inventory of turbine oil in
hand as on 31st March 2018 as inventory amounting to Rs. 2.59 lacs.
Thus Expenditure is overstated to the extant of above and
inventory is understated to that extant.

O&M material could not be routed
through stock during the FY 2017-18
due to non-availability of material
type, material heads and codes for
O&M stage, which were later created
by the SAP consultants in the month of
July 2018. Therefore, inventory was
directly charged to the expenditure.
However physically the inventory was
maintained/available and were
utilisedin the subsequentyear.

(iv)Oand M ElWorks

The Kashang Unit has charged the cost of providing the electric
installations amounting to Rs. 6.84 lacs to the Profit & loss account
which has to be capitalised & depreciation has to be provided on
the same Thus Expenditure is overstated to the extant of above and
Property plant and equipment is understated to that extant.
Similarly the depreciation is understated to the extant of Rs. 1 lacs.

The expenditure is O&M natured only.

(v) Appropriation of Employees cost for Kashang Stagel,2 &3

The Kashang Unit has not provided to us the salary cost of the
employees posted to the Stage 1, 2 and 3. The Unit does not have
the salary cost of employees posted on different stages. In the
absence of information we are unable to comment on the

This is being now followed from
subsequent year onwards
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apportionment of salary expenses to different stages. The
followingis the details of salary booked under different stages

Stage 1 634.00

Stage 2and 3 120.00

I R T
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19.

Reversal of Leave Encashment provision for earlier Years

The Kashang unit stage | has shown the Leave encashment
expenses as credit Balance amounting to Rs. 4.92 lacs. No
information and explanations for the same has been provided to
us. In the absence of information we are unable to comment on the
same.

This is a running account, the balance
of which is carried forward to next
financial year. The yearly figure is net
amount of leave due to and availed by
the employees of a particular projectin
afinancialyear.

20.

Income Tax Appeals with the High court in respect of
Chargeability of Income Tax on Interest on Fixed Deposits kept
as short-term Investments.

The company has filed an Appeal with the High Court of Himachal
Pradesh that the interest on the short-term investment of the funds
in Fixed Deposits with bank from the Equity received from the
Government is an addition to the equity and not an income of the
company and on same the income tax is not payable. Similarly, the
Income earned on Renukaji Funds is also an additional grant from
the Agencies and the same is also not an income of the company
and the same will be utilised on the project expenses and is part of
the Grant.

The Company has not shown the interest earned on equity fund till
the close of the year as an addition to the Equity and similarly the
interest earned on Renukaji HEP funds till the close of the year has
not been shown as additional grant from the Agencies.

No information in respect of the same has been provided to us by
the company till the close of the year. In the absence of the
information we are unable to comment on the effect of the same on
the Balance Sheet.

Thisisas perthe approved policy of the
management. However this interest
income is to compensate the
corresponding escalation cost,
borrowing cost etc. of the period for
which the funds remained idle, due to
obstruction of awarded work, for
reasons attributable to the
Corporation.

21.

Non-Compliance of Indian Accounting Standard (Ind As)

The Company has not complied with the following Indian
Accounting Standards while preparing the financial statements:

(i) Indian Accounting Standard (Ind AS) 20 Accounting for
Government Grants and Disclosure of Government Assistance.
The Company has been granted the deferment of repayment of
principal payment and payment of interest till FY 2018-19 refer
Note 2.21. The company must account for the interest payable on
such defermenttill the close of the year at market rate as grant from
the government and has to be accounted for as the addition to cost
and the same has also to be shown as addition of grant. No such
interest has been accounted for by the company till the close of the
yearas per para 10A of the IND AS. In the absence of the information
we are unabletocomment on same.

Shall be complied within future.

142

(i) Indian Accounting Standard (Ind AS) 19 Employees Benefits

The para 55 to 62 of the Indian accounting standard is applicable to
the company in respect of the Post Employment Benefit: Defined
Benefit Plans which requires that actuarial valuation of the liability
of employees defined benefit plan has to be made at the end of the
year and same has to be accounted for on in the books of accounts.

Shall be complied with in future.
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The Company has not accounted for the liability on the basis of the
actuarial valuation and only actual liability has been provided. In
the absence of the information we are unable to comment on the
impact of the same on the Balance Sheet at the close of the year.

(iii) Indian Accounting Standard (Ind AS) 23 Borrowing Costs This is being now followed in
The Para 20 of the Indian accounting standard is applicable to the | subsequentyearsonwards.

company which states that“an entity shall suspend capitalisation of
borrowing costs during extended periods in which it suspends
active development of as qualifying asset”” The Company has not
excluded the borrowing cost during suspension of activities by the
employees of the contractor and by the contractor for non-starting
of the work at site. In the absence of the information we are unable
to comment on the impact of the same on the Balance Sheet at the
close of theyear.

(iv) Indian Accounting Standard (Ind AS) 37 Provisions, | Statement of facts shall be complied
Contingent Liabilities and ContingentAssets: with in future. Disclosure to this effect
The Company has disclosed the provisions contingent liabilities | hasbeen givenin the Directors' Report
and contingent assets only up to the date when the accounts have | fortheF.Y.2017-18.

been approved by the BOD. No Disclosures of Provisions,
contingent liabilities and contingent Assets after the accounts
approved by the BOD and till the date of finalisation of this report is
consideredin these financial statements.

(v) Indian Accounting Standard (Ind AS) 10 Events After the | Statement of facts shall be complied
Reporting Period withinfuture.

The financial Statements are provided to us on 4rd December 2019
which was approved by the BOD on 3rdDecember 2019. The
financial statements are not adjusted for the events occurred
between the Balance sheet date both favourable and unfavourable
till date of the finalisation of this report.

(vi) Indian Accounting Standard (Ind AS) 113 Fair Value | The reasons to this effect has been
Measurement disclosed/explained in Note on
The Company has not made Fair Value of the assets and Liabilitiesas | Accountsvide Note No.2.47.

on 31st March 2018, on 31st March 2017 (Refer Note No 2.47). The
same is not in line with the IND as113 Fair Value Measurement
whichis mandatory applicable to the company.

(vii) Indian Accounting Standard (Ind AS) 109 Financial | Ind.ASnotapplicable.
Instruments

The Company has not applied the Ind As 109 while disclosing the
Government Loan in the financial statements below market rate
interest and its impact on the profit and loss and Balance sheet has
notbeen disclosed in the financial statements.

(viii) Indian Accounting Standard (Ind AS) 12 Income Tax Ind. AS notapplicable.
The Company has not followed the IND as in respect of Income tax
for calculating the deferred tax assets and Liabilities and its
accounting in the books of accounts. The same is also not in line
with note no 1.21 of the significant accounting policies adopted by
the company. No information in respect of the same has been
provided to us. In the absence of the information we are unable to
comment on the impact of the same on the Balance Sheet at the
close of the year.
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(ix) Indian Accounting Standard (Ind. AS) 107 Financial
Instruments Disclosure

The Company has fixed interest rate borrowings and is subjected to
interest rate risk as defined in Ind As 107. No disclosure of the same
anditsimpactonthe balance has been disclosed.

The effect of the said qualifications where ascertainable the loss
of current year will be Rs. 8,261 lakhs against reported loss of Rs.
7,912 lakhs. The Other Equity will be Rs. 11,948 lakhs instead of
11,600 lakhs.The Other Financial Liabilities will be of ¥1,12,208
lakhs instead of Rs. 1,13,577 lakhs. The Provisions non-current
will be of Rs. 4,943 lakhs instead of ¥5,008 lakhs. The other non-
Current Liabilities will be Rs. 69611 lakhs instead of Rs. 69,542
lakhs. The Other Current Financial Liabilities will be ¥1,69,280
lakhs instead of ¥1,62,191 lakhs. The Property Plant and
Equipment will be Rs. 3,15,721 lakhs instead of Rs. 2,94,419
lakhs.The Capital Work in Progress will be 260,258 lakhs instead
of Rs. 2,71,679 lakhs. The Other Noncurrent Assets will be Rs.
30,014 lakhs instead of ¥34,444 lakhs. The inventories will be Rs.
36 lakhs instead of ¥34 lacs. The Trade Receivable will be Rs. 145
lakhs instead of 1,617 lakhs. The Bank Balance will be Rs. 2,821
Lakhs instead of 32,818 lakhs. The other current assets will be
Z1,441 lakhsinstead of Rs. 278 lakhs.

The Sale of energy is understated to the extant of Rs. 1,366 lakhs
and correspondingly free power to state govt Rs. 1,129 lakhs,
Free power to LADF Rs. 94 lakhs and Auxiliary Expenses %143
lakhsis understated to that extant.
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As the borrowing are on fixed rate
basis, hence not subjected to interest
rate Risk. Therefore, applicability of Ind.
AS 107 does not arise. Disclosure to this
effect has been given in the Directors'
ReportfortheF.Y.2017-18.

The overall impact on profitability,
Assets and Liabilities of all these
quantifications is within the
acceptable limits.

Qualified Opinion

In our opinion, and to the best of our information and according to
the explanations given to us, except for the effects of the matter
described in the Basis for Qualified Opinion paragraph above, the
aforesaid standalone Ind AS financial statements give information
required by the Act in the manner so required and give a true and
fair view in conformity with the accounting principles generally
accepted in India including the Ind AS, of the state of
affairs(financial position) of the Company as at 31st March 2018,
and its profit/loss (financial performance including other
comprehensive income) and its cash flows and changes in equity
fortheyearended onthatdate:-

Statement of facts, comments not
required

Emphasis of Matter

1) No reasonable effort has been made to remove the qualification
raised in earlier year audit reports and the same has been
considered in this year reportalso.

Most of the observations of the
previous financial years have been
settled.

2) We further draw attention to the following matters in the Notes
tothe stand aloneInd As Financial statements: -

(I) Note No. 2.39 to the standalone Ind AS financial statements
regarding the various balances which are subject to reconciliation/
confirmation and respective consequential adjustments.

Has been disclosed /explained in Note
on Accounts vide Note No. 2.39.

(i) Note No 2.59 to the standalone Ind AS financial statements
regarding statement on State Government loan for Shontong

Has been disclosed/explained in Note
on Accountsvide Note No. 2.59.
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Karchham HEP (450MW) where the ADB funding to state
government has expired and stopping of funding by the KFW to the
project.

(iii) Note No. 2.67 to the standalone Ind AS financial statements | Has been disclosed/explained in Note
regarding stay of Forest land to Kashang Stage Il and Il project | onAccountsvide Note No.2.67.
pending with Hon'ble High court of Himachal Pradesh the fate of
whichisdependentonthe outcome of the case.

(iv) Note No. 2.70 to the standalone Ind AS financial statements | Has been disclosed/explained in Note
regarding statement on Nakhtan project pending with Hon'ble | onAccountsvide Note No.2.70.

High court of Himachal Pradesh the fate of which is dependent on
the outcome of the case. Our Opinion is not modified in respect of
these matters.

Reporton OtherLegal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order, 2016
("the Order") issued by the Government of India in terms of sub-
section (11) of section 143 of the Act, we give in the Annexure-|, a
statement on the matters specified in paragraphs 3 and 4 of the
Order, to the extentapplicable.

2.We are enclosing our report in terms of Section 143 (5) of the Act,
on the basis of such checks of the books and records of the
Company as we considered appropriate and according to the
information and explanations given to us, in the Annexure-2 on the
directions issued by Comptroller and Auditor General of India. 3. As
required by section143(3) of the Act, we report that:

a) We have sought and except for the possible effects of the matter
described in the Basis of Qualified Opinion paragraph above,
obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purpose of our
audit;

b) Except for the possible effects of the matter described in the
Basis of Qualified Opinion paragraph above, in our opinion, proper
books of account as required by law have been kept by the
Company sofaras appears from our examination of those books;

¢) The Balance Sheet, Statement of Profit and Loss and statement of
Cash Flows and Statement of changes in equity dealt with by this
reportareinagreement with the books of account;

d) Except for the effects of the matter described in the Basis of
Quialified Opinion paragraph above, in our opinion, the aforesaid
standalone Ind AS financial statements comply with the
Accounting Standards specified under Section 133 of the Act,

e) The Matter described in the Basis for Qualified Opinion
paragraph above, in our opinion may have adverse effect on the
functioning of the company.

Comments not required

f) In view of the exemptions given vide Notification No. G.S.R. 463
(E) dated 5th June 2015 issued by the Ministry of Corporate Affairs,
the provisions of Section 164 (2) of the Companies Act, 2013
regarding disqualification of directors, are not applicable to the
company.

g) The qualification relating to the maintenance of accounts and
other matters connected therewith are as stated in the Basis for
Qualified Opinion paragraph above.
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h) With respect to adequacy of Internal Financial Controls over
financial reporting of the Company and the operating
effectiveness of such controls, refer to our separate report in
"Annexure-3"in our opinion the internal financial controls system is
adequate but the operating effectiveness of such controls need be
improved.

I) With respect to the other matters to be included in the Auditor's
Report in accordance with Rule 11 of the Companies (Audit and
Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

I. The Company has disclosed the impact of pending litigations on
its financial position in its financial statements- Refer Note 2.33 to
the standaloneInd. AS financial statements.

ii. The Company did not have any long-term contracts including
derivative contracts for which there were any material foreseeable
losses;

iii. There were no amounts as at 31.03.2018 which were required to
be transferred to the Investor Education and Protection Fund by the
Company.

ANNUAL REPORT 2017-2018
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ANNEXURE 1 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of HHIMACHAL PRADESH POWER
CORPORATION LIMITED on the accounts for the year ended 31st March 2018.

(a) The company has generally maintained proper records showing
full particulars, including quantitative details and situation of its
fixed assets.

(b) As explained to us all the assets were got physically verified by
the management during the year under review. We were informed
that no material discrepancies were noticed on such verification.

© Title deed of immovable properties are in the name of the
company except in cases of Renukaji HEP, SainjHEP, Shongtong
HEP and Chirgaon HEP where the land has not been transferred in
the name of the Company.

JRATION LTD.

a) Statement of facts, comments not

required.

b) Statement of facts, comments not

required.

c) Action for the transfer of title in the
name of the Company has been

initiate.

The inventory of the company consisting of Capital Stores, stores,
spare parts and other Items. We were informed that these have
been physically verified by the management during the year under
review.

Statement of facts, comments
required.

not

According to the information and explanations given to us, the
company has not granted any loans, secured or unsecured to
companies, firms or other parties covered in the register
maintained under section 189 of the Companies Act, 2013. In view
of above, the clauses 3(iii)(a) and 3(iii)(b) of the Order are not
applicable.

Statement of facts, comments
required.

not

iv. | The Company has not given any loan, made investments and | Statement of facts, comments not
issued guarantees under section 185 and 186 of the Companies | required.
Act,2013.

V. The Company has not accepted any deposits from the public in | Statement of facts, comments not
terms of section 73 to 76 or any provisions of the Companies Act, | required.
2013 andrulesthere under.

vi. | The Maintenance of cost records has been specified by the Central | Statement of facts, comments not
Government under sub section (1) of section 148 of the Companies | required.
Act 2013, however the sameis not applicable to the company as the
threshold limit of turnover has not been achieved.

vi. | (a)Thecompanyisgenerallyregularin depositing with appropriate | Statement of facts, comments not

authorities undisputed statutory dues including provident fund,
income tax, sales tax, wealth tax, service tax, custom duty, excise
duty, value added tax, cess and other statutory dues applicable to
it, and there are no undisputed dues outstanding as on 31st March
2018 for a period of more than six months from the date they
became payable. However the Liability on account of Goods and
ServiceTax can't be quantified as GST audit is under progress till the
finalisation of this report. We are informed that the provisions of
Employees' State Insurance Actare not applicable to the company.

required

147
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(b) According to the information and explanations given to us,dues | The matteris subjudice.
of income tax, sales tax, wealth tax, service tax, custom duty, excise
duty, value added tax, cess and other material statutory dues that
have not been deposited on account of any dispute are given

below:

0] siue e | owreoue | o inio| peod | raram v reving
1. Entry Tax Interest 337.70 2010-15 il s pr:r:It;?: ::(r:(:rr‘:f; IIIII -cum-
2. Entry Tax Penalty 751.28 2010-15 o
3. Provident Fund PF Dues 189.26 2008-11 Central Government Industrial Tribunal

handigarh

viii. | The Company has not defaulted any repayment of loans or | Statement of facts, comments not
borrowing to any financial institution or bank or Government or | required.

dues to debenture holders. However, the Government of Himachal
Pradesh has given the sanction to the deferment of repayment
Loan and interest up to Jan 2017. No Deferment has been given by
the State Govt after that and the request for the same has been
given by the company for further deferment. and company has not
paid the amount of instalment of loan and interest after January
2017.

ix. | Nomoney was raised by way of initial public offer or further public | Statement of facts, comments not
offer during the year. The amount raised by the term loans from the | required.

Government of Himachal Pradesh has been utilised for the purpose
itwasraised during the year under review.

X. As per information provided to us no fraud by the company orany | Statement of facts, comments not
fraud by officers and employees of the company has been noticed/ | required.

reported during the year except in the year2015 at Renukaji HEP
and the sameis pending with State Vigilance.

xi. | This being a government company Section 197 of the Act is not | Statement of facts, comments not
applicable. required.

xii. | CompanyisnotaNidhiCompany. Statement of facts, comments not
required.

xiii. | As per information available to us all transactions with related | Statement of facts, comments not

parties are in compliance with Section 177 & 188 of the Companies | required.
act 2013, wherever applicable and the details have been disclosed
in the Financial Statements etc. as required by the applicable
Accounting Standards.

xiv. | Asinformed by the management, the company has not made any | Statement of facts, comments not
preferential allotment to private placement of shares or fully | required.
convertible debentures during the year under review.

xv. | Asinformed to us the company has not entered in to any non-cash | Statement of facts, comments not
transaction with directors or persons connected with him required.

xvi. | Section 45-IA of the Reserve Bank of India Act, 1934 is not | Statement of facts, comments not
applicable to the company. required.
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Annexure referred to in our report of even date to the members of HIMACHAL PRADESH POWER
CORPORATION LIMITED on the accounts for the year ended 31st March 2018

Whether the company has clear title /
lease deeds for freehold and leasehold
respectively? If not please state the
area of freehold and leasehold land for
which title / lease deed are not
available.

i) Renukaji HEP

The Company does have clear title of land of
915.64hectares of land which is in the possession
ofland ownersRand RPlanis under process.

ii) Shongtong HEP

The Company does not have lease title of 17.02
hectares and the application for lease title has
been given to DC Kinnuar. Further acquired land
measuring 0.59.32 hectares is in dispute with
Defence authorities for security clearances.

iii) SainjHPSEB Land

The company has possession of land at Sarabhai
39.99 bighas, thalot 19.11.04 bighas but the title
deed is not with the company as payment has not
been paid to the HPSEB amounting to Rs. 34.35
crores.

(iv) Chirgaon Majgoan

The Land in possession at Chiragon is with
corporation, however the land is in the name of
HPSEB amounting toRs.5.00 lakhs.

(v) Beradol

The Lease deed for govt diverted land of aprox
12.86 hectaresis pending.

(vi) Kashang HEP

The Lease deed in respect of Forest Land Diverted
13.47.52 hectares is under process with revenue
department.

(vii) DW Sunder Nagar

The Lease deed with MPP Power in respect of GM
Civil Designs measuring 5311 square meters in
under process with MPP Power.

Action Taken Impact on
Financial Statement

The Amount paid to
land owners and
deposited with court
has been capitalized

Whether there are any cases of waiver
off of debts/loan/ interest etc. if yes, the
reason there for and the amount
involved.

No such case found during the audit.

Nil

Whether proper records are
maintained for inventories laying with
third parties & assets received as gift
from Government or other authorities.

Forest land diverted from Government of
Himachal Pradesh has not been accounted as the
execution of lease deed are in process.

Nil

State the cases where wastages/
defectives are beyond the norms fixed
for it expeditiously and in transparent
manner.

The wastages are within the norms fixed

Nil
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5. | What is the system of valuation of by | Valuation of the Power Generation has been done | Nil
products and Finished products? List | on the basis of PPA Agreement signed with the
out the cases of the deviation from the | HPSEBin case of Kashang HEP.
declared Policy.

In case of Sainj HEP the power was sold in the
Power Exchange though Trader at prevailing
market rates.

6. | State the extent of utilization of Plant Installed Nil
and machinery during the year vis-a- vs HEP Capacity PLF| PAF | AUX
gz eelapediny Sainj | 100 MW |27%]51.529%] 1.47%

Kashang| 65 MW |35%77.58%|1.34%
Refer Note 2.49 to the notes to accounts where in
the quantitative details has been given for only
one Turbine of 65 MW whereas the Kashang stage
| Unit is using Three turbine of 65 MW each
alternatively. Thus, the company has understated
the installed capacity and the utilised Capacity
which should be 65MW X 3 i.e.195 MW of Kashang
and 100 MW of Sainj, and Total of 295 MW instead
of 165 MW.

7. | Report on the cases of Discount/ | The Company has given Trading Margin to Tata
Commission in regard to debtors and | Power Trading Corporation Limited as per the
creditors where the company has | agreementexecuted with them.
deviated fromits laid down policy.
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ANNEXURE 3 TO THE AUDITORS' REPORT

Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies
Act, 2013 ("the Act")
We have audited the internal financial controls over financial reporting of HHIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Company") as of 31 March 2018 in conjunction with our audit of the standalone
financial statements of the Company for the year ended on that date.

1. | Management's Responsibility for Internal Financial Controls
The Company's management is responsible for establishing and maintaining internal | No comments.
financial controls based on the internal control over financial reporting criteria established
by the Company considering the essential components of internal control stated in the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by
the Institute of Chartered Accountants of India ('ICAI'). These responsibilities include the
design, implementation and maintenance of adequate internal financial controls that
were operating effectively for ensuring the orderly and efficient conduct of its business,
including adherence to company's policies, the safeguarding of its assets, the prevention
and detection of frauds and errors, the accuracy and completeness of the accounting
records, and the timely preparation of reliable financial information, as required under the
Companies Act, 2013.

2. Auditors' Responsibility
Our responsibility is to express an opinion on the Company's internal financial controls | Nocomments.
over financial reporting based on our audit. We conducted our audit in accordance with
the Guidance Note on Audit of Internal Financial Controls over Financial Reporting (the
"Guidance Note") and the Standards on Auditing, issued by ICAl and deemed to be
prescribed under section 143(10) of the Companies Act, 2013, to the extent applicable to
an audit of internal financial controls, both applicable to an audit of Internal Financial
Controls and, both issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether adequate
internal financial controls over financial reporting was established and maintained and if
such controls operated effectively in all material respects.

Our auditinvolves performing procedures to obtain audit evidence about the adequacy of
the internal financial controls system over financial reporting and their operating
effectiveness. Our audit of internal financial controls over financial reporting included
obtaining an understanding of internal financial controls over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk. The procedures
selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Company's internal financial controls system
overfinancial reporting.

Meaning of Internal Financial Controls over Financial Reporting
A company's internal financial control over financial reporting is a process designed to | Statement of

provide reasonable assurance regarding the reliability of financial reporting and the | facts, comments
preparation of financial statements for external purposes in accordance with generally | not required.

accepted accounting principles. A company's internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and
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dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorisations of
management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorised acquisition, use, or disposition
ofthe company's assets that could have a material effect on the financial statements.

ANNUAL REPORT 2017-2018

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls,
material misstatements due to error or fraud may occur and not be detected. Also,
projections of any evaluation of the internal financial controls over financial reporting to
future periods are subject to the risk that the internal financial control over financial
reporting may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Statement of
facts, comments
not required.

152

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial

controls system over financial reporting and such internal financial controls over financial

reporting were operating effectively as at 31 March 2018, except in the areas given below
based on the internal control over financial reporting criteria established by the Company
considering the essential components of internal control stated in the Guidance Note on

Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of

Chartered Accountants of India.

However, company needs to further strengthen the in the control system in the following

areas:

- Implementation and Compliance of Ind. AS at unit level to ensure the compliance of the
Indian AS on the company asawhole.

- Classification of account heads in SAP according to the disclosure and classification
requirements of the Schedule Il of the companies act 2013 and requirements of the Ind
AS

- Harmonisation in creation of account heads at Corporate Level in relation to advances,
liabilities and vendors according to the nature of expenditure so that no duplication of
account code exits and only single account code is allotted to individual vendors in the
companyasawhole.

- Paymentto contractors strictly on the basis of authorisation of the BOD.

- Option of marking of clearing entries in the SAP should be followed by all the accounting
unitsin respect of currentas well as old accounting entries.

- Scrutiny of old Earnest Money Deposits, security deposits, Retention money and other
payables to contractors.

- Capitalisation of Capital Workin Progress intimely and efficient manner.

- Reconciliation of retro entriesin SAP for CPT Module.

- Payment to Contractors of Additional Advance/ Advance against Retention Money and
itsaccounting treatment.

- Recovery of delay damages from the contractors and accounting thereof

- Provision of Expenses should be made on realistic basis and the payment in subsequent
financial year should be adjusted from the provision only.

- LongTerm Advances and Deposit Work should be regularly reviewed and accounted for
where the significant work has been completed.

- Accounting of Provision is respect of doubtful advances and other recoverable.

- Review of Negative Balancesin liabilities and assets heads.

- Accounting of EMD in the nature of FDRin the books of accounts.

- Recording of financial entries in foreign exchange also where the advances, retention

Suggestions
related to
strengthening
of internal
control system
have been
noted for future
compliance.
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money and suppliers dues are payable in other currencyalso.

Investing of idlefunds at HEP in SWEAP Bank accounts to earn bankinterest.

- Reversing the Cheques/Neft Entries for which the Limitation period is over.

Accounting of Inventoriesin hand at project site at the close of the year.

- Liability on account of GST should be as per the requirements of the Goods and Service
Tax Act.

We have considered the areas of improvement identified which needs further

strengthening as reported above in determining the nature, timing, and extent of audit

tests applied in our audit of the March 31, 2018 standalone financial statements of the

Company. However, these areas of improvement do not affect our opinion on the

standalone financial statements of the Company.
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Comments of the Comptroller and Auditor General of India under Section 143(6) (b) of the
Companies Act, 2013 on the Standalone Financial Statements of Himachal Pradesh Power
Corporation Limited for the year ended 31 March, 2018.

The preparation of Financial Statements of Himachal Pradesh Power Corporation Limited for the year ended 31
March, 2018 in accordance with financial reporting framework prescribed under the Companies Act, 2013 (Act) is the
responsibility of the management of the company. The statutory auditors appointed by the comptroller and Auditor
General of India under Section 139 (5) of the Act are responsible for expressing opinion on the financial statements
under Section 143 read with Section 129 (4) of the Act based on independent audit in accordance with the standards on
auditing prescribed under Section 143 (10) of the Act. This is stated to have been done by them vide their Audit Report
dated 7th February, 2020.

I, on behalf of the comptroller and Auditor General of India (CAG), have conducted a supplementary audit of the
financial statements of Himachal Pradesh Power Corporation Limited for the year ended 31 March, 2018 under Sections
143 (6) (a) of the Act. This supplementary audit has been carried outindependently without access to the working papers
of the statutory auditors and is limited primarily to inquiries of the statutory auditors and company personnel and a
selective examination of some of the accounting records.

Based on my supplementary audit, | would like to highlight the following significant matters under Section 143 (6)
(b) of the Act which have come to my attention and which in my view are necessary for enabling a better understanding
ofthefinancial statements and the related audit report.

1. Profit&Loss Account
Finance Costs (Note N0 2.31) Rs.96.23 Crores

Interms of Ind. AS 23 issued by “Institute of Chartered Accountant of India” on interest on borrowings during hindrance
period of work (due to labour unrest, public hindrances etc.) shall be charged to Profit and Loss Account. In Shongtong
Hydel Electric Project during 2017-18, there was 105 days of hindrance due to workers strike. Thus interest for the period
amounting to Rs. 10.41 Crore was to be accounted as“Finance Cost” under “Profit & Loss Account” but the same was not
done and expenditure was capitalised. Thus “Finance cost” as well as “Loss” is understated by Rs. 10.41 Crore, further
“Capital Work-in-Progress”is also overstated by same extent.

2. BalanceSheet
Current Liabilities
Other Financial Liabilities (Note No.2.26) Rs. 1,62,1.91 Crore.

() Above does not include amount of Rs 2.82 Crore on account of (Revised) excavation bill of Civil Works of
Shongtong Karchham Hydel Electric Project. This has resulted in understatement of“Other Financial Liabilities”as
well as“Capital-Work-in-Progress”to the extent of Rs. 2.82 Crore.

(ii) In terms of Government of Himachal Pradesh Notification dated 5th October 2011, 1.5% of the final cost of hydel
projects of above 5SMW capacity shall be contributed to Local Area Development Fund (LADF). Integrated
Kashang Hydel Electric Project (IKHEP) was commissioned on 01.09.2016 and total cost of project was Rs.1007.04
Crore, as on 31.03.2018. But necessary provision for the LADF has been kept short by 38.42 Lacs.. Thus “Other
Financial Liabilities”as well as“Property, Plantand Equipment”both are understated by Rs. 38.42 lakh.

3. BalanceSheet
Other explanatory Notes to Accounts

On 30th June 2018, Shares worth Rs. 30.00 Crore were issued in favour of Governor of the State of Himachal Pradesh.
After issue of these shares, the paid up share capital of company increased to Rs. 1875.56 Crore from Rs.1845.56
Crore.Thismaterial fact has not been disclosed in the Notes to Accounts.
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Independent Auditor's Report

As per Himachal Pradesh Electricity Regularity Commission (terms and condition for determination of Hydro
Generation Tariff) Regulation 2011, the revenue earned by the Generating Company from the sale of infirm power
shall be applied for reduction in capital cost. Accordingly, Company had reduced Rs 2.67 Crore from Capital Cost of
Kashang Hydro Electric Project in 2016-17 and Rs. 8.32 Crore from Sainj Hydel Electric Project in 2017-18.
Independent Auditors Report at observation No 13 (iii) stated that the company had not taken the infirm sale of
power and free sale of power and auxiliary use of power while calculating the ratio of apportionment of the of the
expenditure of corporate office and Sundernagar Design Wing of the commissioned projects. Thus the
Independent Auditor's reportis deficient to that extent.

Forand onthebehalf ofthe

Comptroller & Auditor General of India

Place: Shimla Sd/-
Date: 17-09-2020 Principal Accountant General (Audit)

Himachal Pradesh, Shimla
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Reply to the Comments of the Comptroller and Auditor General of India under Section 143(6)(b)
read with Section 129(4) of the Companies Act 2013, on the Standalone Financial Statements of
Himachal Pradesh Power Corporation limited, for the year ended 31 March 2018

Comments of C&AG Reply by HPPCL Management

1.

Profit & Loss Account

Finance Costs (Note N0 2.31) Rs.96.23 Crores

In terms of Ind. AS 23 issued by “Institute of
Chartered Accountant of India” on interest on
borrowings during hindrance period of work (due
to labour unrest, public hindrances etc.) shall be
charged to Profit and Loss Account. In Shongtong
Hydel Electric Project during 2017-18, there was
105 days of hindrance due to workers strike. Thus
interest for the period amounting to Rs.10.41 Crore
was to be accounted as“Finance Cost”under“Profit
& Loss Account” but the same was not done and
expenditure was capitalised. Thus “Finance cost”as
well as “Loss” is understated by Rs. 10.41 Crore,
further“Capital Work-in-Progress”is also overstated
by same extent.

The amount of “Finance Cost” i.e. interest on
borrowings of hindrance period caused by
workers' strike in the EY. 2017-18, has been now
calculated and necessary effect in Books of
Accounts have beentakenintheF.Y.2018-19.

Balance Sheet

Current Liabilities

Other Financial Liabilities (Note No. 2.26) Rs.
1,62,1.91 Crore.

Above does not include amount of Rs 2.82 Crore on
account of (Revised) excavation bill of Civil Works of
Shongtong Karchham Hydel Electric Project. This
has resulted in understatement of “Other Financial
Liabilities” as well as “Capital-Work-in—Progress” to
the extent of Rs. 2.82 Crore.

The said work although was completed on
24.03.2018, but the defined milestone was not
achieved, hence the work as per Payment Schedule
was not completed during this period. Breakup of
above mentioned Payment Schedule was
proposed and finally approved on 18.12.2018.
Accordingly Supplementary Agreement No.-3 was
executed. Thereafter, the effect of the same was
takeninthe financial year 2018-19.

In terms of Government of Himachal Pradesh
Notification dated 5th October 2011, 1.5% of the
final cost of hydel projects of above 5SMW capacity
shall be contributed to Local Area Development
Fund (LADF). Integrated Kashang Hydel Electric
Project (IKHEP) was commissioned on 01.09.2016
and total cost of project was Rs.1007.04 Crore, as on
31.03.2018. But necessary provision for the LADF
has been kept short by 38.42 Lacs.. Thus “Other
Financial Liabilities” as well as “Property, Plant and
Equipment”both are understated by Rs. 38.42 lakh.

In this context, it is submitted that earlier the total
project cost of Stage-I, (65 MW) was capitalized by
the amount of Rs. 1003.23 Crore, which also
includes LADF, CAT Plan, and Wild Life Expenses.
After deducting the above expenses the the
project cost on which the LADF amount is to be
paid works out to be Rs.973.72 Crore. The amount
of LADF contribution on this amount comes to Rs.
14.61 Crores. Against which LADF amounting to Rs.
7.06 crores was deposited and balance amount of
Rs.7.55 crores keptin liabilities.

Subsequently, during the FY 2017-18, some allied
works were executed, as a result of which cost of
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C&AG Comments Reply to comments of C&AG

project got increased, accordingly the LADF
contribution also increased by an amount of Rs.
38.42 Lacs. The LADF provision for this amount was
omitted inadvertently during FY 2017-18.
However, now the same has been taken into
accountintheF.Y.2018-19.

Balance Sheet

Other explanatory Notes to Accounts

On 30th June 2018, Shares worth Rs. 30.00 Crore
were issued in favour of Governor of the State of
Himachal Pradesh. After issue of these shares, the
paid up share capital of company increased to Rs.
1875.56 Crore from Rs.1845.56 Crore. This material
fact has not been disclosed in the Notes to
Accounts.

The required disclosure has been given in the
Directors' Report of this financial year i.e. F.Y. 2017-
18.

Independent Auditor's Report

As per Himachal Pradesh Electricity Regularity
Commission (terms and condition for
determination of Hydro Generation Tariff)
Regulation 2011, the revenue earned by the
Generating Company from the sale of infirm power
shall be applied for reduction in capital cost.
Accordingly, Company had reduced Rs 2.67 Crore
from Capital Cost of Kashang Hydro Electric Project
in 2016-17 and Rs 8.32 Crore from Sainj Hydel
Electric Project in 2017-18. Independent Auditors
Report at observation No 13 (iii) stated that the
company had not taken the infirm sale of power
and free sale of power and auxiliary use of power
while calculating the ratio of apportionment of the
of the expenditure of corporate office and
Sundernagar Design Wing of the commissioned
projects. Thus the Independent Auditor's report is
deficientto that extent.

Comments not required.







@ HIMACHAL PRADESH POWER CORPO 1 { AL REPORT 2017-2018




ANNUAL REPORT 2017-2018 HIMACHAL PRADESH POWER CORPORATION LTD. §§

w1
WER CORPORATION

Consolidated Balance Sheet as at 31st March 2018 (Rs. In Lacs)
Particulars ot Mo, akatMarch 31,2018 as st March 21,2047
ASSETS
Non-Current Asseis:
Property, Plant and Equipment 21 294419 1.56,131
Capital Work-in-Progress 2.2 2,711,679 355,762
Other Intangible Assets 23 1 ]
Intangible assets under development 24 (1] (1]
Financial Assets
- Investments 25 i 0
- Loans 26 Tkt a6
- Others 27 o ) 13,065 o
1Al 15276
Deferred Tax Assets 138 L+ a
Regulatory Daeferral Account Debit Balance 29 a il
Other lon Currant Assats 210 A agzay
Current Assets
Inventories 21 34 31
Financial Assets
- Trade Recelvables 2.12 BT, 1,543
- Cash and Cash Equivalents 213 TL517. ETALAT:S
- Bank Balance other than above 2.14 JE18 5604
- Loans 215 12 3
- Other Assets 216  3ae9 I |- €
40,453 46,890
Current Tax Assets 217 [i] o
Other Current Assets 2.18 278 4,133
Inter Unit Transfer 1] oy
Total Assets 641,455 6,805,463
EQUITY AND LIABILITIES
Equity
Equity Share Capital 219 1,854,556 1.67.0%0
Other Equity 2.20 {hh.ait {6071
Liabilities
Non-Current Liabilities:
Financial Liabilities _
- Borrowings 21 L T.92.407
- Other Ainancial Liabilities 222 | LA2Be9.| 120,900
| 2,61,041 213,307
Provisions 2.23 5,008 4,258
Other Non Current Liabilities 2.24 69,542 69,530
Current Liabilities:
- Trade Payables 2.25 0 1l
- Other Financial Liabilities 2.26 , N3zato. 54 956
Other Current Liabilities 1,32,900 54,356
Provisions 2.27 . ] Lg:
Total Equity and Liability 641,455 6,05,463
Significant Accounting Policies 1

The accompanying notes form an integral part of these financial statements.
For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

This is the Balance Sheet referred to our report of even date. For Anil Karol and Company

Chartered Accountants FRN No. 4816N
Sd/-
(CA Walia Umesh)

Place: Shimla Partner, Membership No. 098287

Date: 07-02-2020
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Consolidated Statement of Profit and Loss for the year ended 31st March 2018

(Rs.in Lacs)
e thye yan For ths year
Particolans enzled on ended an
March 31, 2018 Barch 31,2087
Income _
Revenue From Operations 228 8,336 AT
Other Income 229 5,020 3745
TotalIncome 13,365 5.216
Expenses
Employes Banefit Expenses 230 || 385 3%
Finance Cost 231 9623 2911
Depreciation And Amortization Expenses 232 8095 2138
Other Expenses 233 2156 1474
Total Expenses 21,258 8,387
Profit/Loss before net movement in regulatory {7,893) Ban
deferral account balance
Net movement in regulatory deferral Account Balance (1) |64)
(7.894) 32331
Share of Net profit of Joint Ventures accounted for using the
Equity Method
Profit Before Tax
Extra Ordinary Items
Loss of Flxed/CWIP Assets
Kashang HEP - 20| i
Sawra Kuddu HEP 4] 0
Profit/Loss Before Tax {79131 {3,236]
Income Tax
Cumant Tax 0 1]
Deferred Tax . 1] | £
Profit/Loss for the year (7.913) (3,236}
Other Comprehensive Income
Items that will not be reclassified subsequently to profit & loss account a +]
Remeasurement of the net defined benefit liability/ assets
Income tax on above item
Total
Total Comprehensive Income for the period : 79131 3.238]
Earnings per Equity share
{before net movement in regulatory deferral account Balance
Basic and Diluted 234 : [45) (21l
Earnings per Equity share
{after net movement in regulatory deferral account Balance _
Basic and Diluted 234 (45} @i
Significant Accounting Policies 1
The accompanying notes form an integral part of these financial statements.
For and on behalf of the Board of Directors
Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

This is the Statement of Profit and Loss referred to our report of even date

For Anil Karol and Company
Chartered Accountants, FRN No. 4816N

Sd/-
Place: Shimla (CA Walia Umesh)
Date: 07-02-2020 Partner,

Membership No. 098287
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Statement of Change in Equity

(Rs. in Lacs)

e Eguity
| Fderva & | Ot Coartwliimilve

i | &,
— ol
Capltol | gonaiyymdt fies Chefirrsd Gaaefit
Ehbnilngga AssetnLindibiiy
Tyt Taw

{hanges in equity for the year ended on March 2018 0

Opening Balance as on 1st April 2017 1,67,000 -3,687 ] -3,687 | 1,63403
Equity Shares Issued during the year 17,466 0 17,466
Other Comprehensive Income for the period 0 0 0
Profit/ Loss for the Period -7913 -7,913 7,913
Dividend 0 1]
Dividend Tax 0 0
Opening Adjustrnent in Retained Earnings 0 0 1]
Closing Balance as at March 31,2018 1,84,556 | -11,601 0 11,601 (1,72,956

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L.Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director

DIN 08480582 DIN 00329576

This is the Statement of Change in Equity referred to our report of even date

For Anil Karol and Company
Chartered Accountants
FRN No. 4816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07-02-2020 Membership No. 098287
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Consolidated Cash Flow Statement for the year ended 31st March 2018

(Rs. in Lacs)

kel Eor the Yair eoded Forr tha youit' slided

CASH FLOW FROM OPERATING ACTIVITIES

Profit/ Loss Before Tax (7,913} (3,236)
Adjustment for '
Loss of Fixed/CWIP Assets a0 1
Depreciation C BD9S 2,138
Interest Income on term deposits ] 37 15138 |
Provision for Investments 1] 338
Share of Loss in Joint Venture ' 1 €4
Finance/Interest Cost [ 9523 3.5

17,702 5,539
Adjustment for Assets and Liabilities
Imventories _ E]| 1]
Trade Receivables and Unbilled Revenue {74) {11545
Loans Other Financial assets and Other Assets 11412 19788 |
Other Anandcial Liabilites and other Liabllides (e63] 6138 |
Provlsions 750 932

2,422 . 25,306

Cash Generated from Operating activities 12,211 27.608
Less: Income Tax Paid & =
Net Cash generated from Operating activities 12,211 27,608

CASH FLOW FROM INVESTING ACTIVITIES

Met Expenditure on Property Plant and equipment and CWIPand EDC ~ 154.356] 535010 |

Tesm Deposit with Banks (having maturity more than 3 months) 2877 {1
Interest on term deposit/sweep deposits 1184 20m |
investment In Subsidiaries and Joint Venture o ifm
Depreciation on CWIP - -

CWIP from Deficit Account Z - -

Less: Loss of Fixed/CWIP assets from torrential rain & flood L0 i

Net Cash used in Investing activities (48,317} 153,203)

CASH FLOW FROM FINANCING ACTIVITIES

Shave Capital 17 AGE 161831

Long Term Borrowings -Proceeds ~ 14839 2060 |

Long Term Borrowings -Repayment = (300)

Finance Charges ' 1221}

Net Cash used for Financing activity 32,105 37,570
Net Increase in Cash and Cash Equivalents 14,000 11,974
Opening Balance Cash and Equivalents 36518 JA.545
Closing Balance Cash and Equivalents 32,518 - 36518

32,518 16519
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Restricted Cash Balance 1 -
Margin Money for BG/ Letter of Credit and Pledged Deposits 2326 2330
[ 2,326 2,330
For and on behalf of the Board of Directors
Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director

DIN 08480582

This is the Cash Flow Statement referred to our report of even date

DIN 00329576

For Anil Karol and Company

Place: Shimla
Date: 07-02-2020

Chartered Accountants
FRN No. 4816N

Sd/-

(CA Walia Umesh)
Partner

Membership No. 098287
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HIMACHAL PRADESH POWER CORPORATION LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH, 2018
1. GROUPINFORMATIONAND SIGNIFICANT ACCOUNTINGPOLICIES:

A.REPORTINGENTITY

Himachal Pradesh Power Corporation Ltd. (the “Group”) is a Group domiciled in India and limited by shares (CIN:
U40101HP20065GC030591). The address of the Group's Registered Office is Himfed Building, BCS, New Shimla (H.P)-
171009, India. Electricity generation is the principal business activity of the “Group”. HPPCL together with its joint
venture is hereinafter referred to as the“Group”.

B. SIGNIFICANT ACCOUNTING POLICIES

1.1

1.2

1.3

14

1.5
a)

BASIS OF PREPARATION

The preparation of the financial statements requires management to make 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. Actual results could vary from these estimates. The estimates and management's judgements are based on
previous experience and other factors considered reasonable and prudent in the circumstances. The 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 if the revision affects only that period or in the period of
therevision andfuture periods, if the revision affects both currentand future years.

BASIS OF MEASUREMENT

The financial statements have been prepared on the historical cost basis except for certain financial assets and
liabilities (including derivative instruments) that are measured at fair value (refer accounting policy regarding
financial instruments). The methods used to measure fair values are discussed further in notes to financial
statements.

FUNCTIONAL AND PRESENTATION CURRENCY

These financial statements are presented in Indian Rupees (INR), which is the Group's functional currency. All
financial information presentedin INR has been rounded to the nearest Lacs.

CURRENT AND NON-CURRENT CLASSIFICATION

The Group presents assets and liabilities in the balance sheet based on current/non-current classification. An
assetiscurrentwhenitis:

Expected to berealized orintended to be sold or consumed in normal operating cycle;
Held primarily for the purpose of trading;
Expected to berealized within twelve months after the reporting period; or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at least twelve
months after the reporting period. All other assets are classified as non-current.

Aliabilityis currentwhen:

Itis expectedto be settled in normal operating cycle;

Itis held primarily for the purpose of trading;

Itis dueto be settled within twelve months after the reporting period; or

There is no unconditional right to defer settlement of the liability for at least twelve months after the reporting
period.

All other liabilities are classified as non-current. Deferred tax assets/liabilities are classified as non-current.

PROPERTY, PLANT AND EQUIPMENT (PPE)

An item of PPE is recognized as an asset if it is probable that future economic benefits associated with the item
will flow to the Group and the cost of the item can be measured reliably.
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PPE are initially measured at cost of acquisition/construction including decommissioning or restoration cost
wherever required. The cost includes expenditure that is directly attributable to the acquisition/construction of
the asset. Where final settlement of bills with contractors is pending/under dispute, capitalization is done on
estimated/provisional basis subject to necessary adjustmentin the year of final settlement.

After initial recognition, Property, Plant & Equipment is carried at cost less accumulated depreciation/
amortisation and accumulated impairmentlosses, if any.

Deposits, Payments/ liabilities made provisionally towards compensation, rehabilitation and other expenses
relatabletolandin possession are treated as cost of land.

Asset created on land not belonging to the Group, where the Group is having control over the use and access of
such assetareincluded under Property, Plantand Equipment.

Items of spare parts, stand-by equipment and servicing equipment which meet the definition of property, plant
and equipment are capitalized. The cost of replacing part of an item of property, plant and equipment is
recognised in the carrying amount of the item, if it is probable that the future economic benefits embodied
within the part will flow to the Group and its cost can be measured reliably. The carrying amount of the replaced
partis derecognised when no future economic benefits are expected fromits use or upon disposal. The costs of
the day-to-day servicing of property, plant and equipment are recognised in statement of profit and loss as and
when incurred. Other spares are treated as “Stores & Spares” forming part of the inventory and expensed when
used/ consumed.

Subsequent expenditure is recognized as anincrease in the carrying amount of the asset when it is probable that
future economic benefits deriving from the cost incurred will flow to the Group and the cost of the item can be
measured reliably.

Property, plant and equipment is derecognized when no future economic benefits are expected from its use or
upon its disposal. Gains and losses on disposal of an item of property; plant and equipment is recognized in the
statement of profitand loss.

CAPITALWORK-IN-PROGRESS

Expenditure incurred on assets under construction (including a project) is carried at cost under Capital Work-in-
progress (CWIP). Such cost comprises of purchase price of asset including other costs directly attributable to
bringing the asset to the location and condition necessary for it to be capable of operating in the intended
manner.

Cost directly attributable to projects under construction include costs of employee benefits, expenditure in
relation to survey and investigation activities of the projects, depreciation on assets used in construction of
projects, interest during construction and other costs if attributable to construction of projects. Such costs are
accumulated under”“Expenditure Attributable to Construction (EAC)"and subsequently allocated on systematic
basis over majorimmovable assets, other than land and infrastructure facilities on commissioning of projects.
Capital Expenditure incurred for creation of facilities, over which the Group does not have control but the
creation of which is essential for construction of the project is carried under “Capital Work-in-progress” and
subsequently allocated on systematic basis over major immovable assets, other than land and infrastructure
facilities on commissioning of projects. Expenditure of such nature incurred after completion of the project, is
charged to Statement of Profitand Loss.

Expenditure on Survey and Investigation of the project is carried as Capital Work-in-progress and capitalized as
cost of project on completion of construction of the project or the same is expensed in the year in which it is
decided toabandon such project.

Expenditure against “Deposit Works” is accounted for on the basis of statement of account received from the
concerned agency and acceptance by the group. However, provision is made wherever considered necessary.
Claims for price variation/ exchange rate variation in case of contracts are accounted for on acceptance.

The Expenditure of Corporate office and Sunder Nagar Design Office is allocated to different accounting units on
systematic basis.
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1.7

b)

e)

1.8
a)

b)

e)

1.9
a)

1.10
a)

INVESTMENT PROPERTY

Land or a building or part of building or both held by group to earn rentals or for capital appreciation or both is
classified as Investment property other than for:

i) Useinthe production or supply of goods or services or foradministrative purpose; or

ii) Saleinthe ordinary course of business.

Investment property is recognised as an asset when and only when:

i) It is probable that the future economic benefits that are associated with the investment property will flow to
the entity;and

ii) The cost of the investment property can be measured reliably.

Investment properties are initially measured at cost, including transaction costs. Subsequent to initial
recognition, investment properties are carried at cost less accumulated depreciation and accumulated
impairmentloss, ifany.

Investment properties are derecognised either when they have been disposed off or when they are permanently
withdrawn from use and no future economic benefit is expected from their disposal. The difference between the
net disposal proceeds and the carrying amount of the asset is recognised in the statement of profit and loss in
the period of de-recognition.

Transfers to orfrominvestment property is made when and only when thereisa changein use.

INTANGIBLE ASSETS

Intangible assets are identifiable non-monetary asset without physical substance. Intangible assets are
recognisedif:

i) Itis probable that the expected future economic benefit that are attributable to the asset will flow to the entity;
and

ii) The cost of the asset can be measured reliably

Intangible assets acquired separately are measured on initial recognition at cost. After initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.
Software (not being an integral part of the related hardware)acquired for internal use, is stated at cost of
acquisition lessaccumulated amortisation and impairmentlosses, if any.

An item of Intangible asset is derecognised upon disposal or when no future economic benefits are expected
from its use or disposal. Gains or losses arising from de-recognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are recognised in the
Statement of Profitand Loss when the asset is derecognised.

REGULATORY DEFERRAL ACCOUNTS

Expenses/income recognized in the Statement of Profit & Loss to the extent recoverable from or payable to the
beneficiaries in subsequent periods as per HPERC Tariff Regulations are recognized as 'Regulatory deferral
accountbalances'as perind AS-114.

Regulatory deferral account balances are adjusted from the year in which the same become recoverable from or
payable to the beneficiaries.

IMPAIRMENT OF NON-FINANCIAL ASSETS

The carrying amounts of the Group's non-financial assets primarily include property, plant and equipment,
which are reviewed at each reporting date to determine whether there is any indication of impairment. If any
such indication exists, then the asset's recoverable amount is estimated. An asset's recoverable amount is the
higher of an asset's or cash-generating units (CGU's) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that
are largely independent of those from other assets of the Group. When the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is considered impaired and is written down to its recoverable amount.
Theresulting impairmentlossis recognised in the Statement of Profitand Loss.
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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 the time value of money and the risks specific to the
asset.In determining fair value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used.

Impairment losses recognized in earlier period are assessed at each reporting date for any indication that loss
has decreased or nolonger exists. Animpairment loss is reversed if there has been a change in the estimates used
to determine the recoverable amount. Animpairment loss is reversed only to the extent that the asset's carrying
amount does not exceed the carrying amount that would have been determined, net of depreciation or
amortisation, if noimpairmentloss had been recognized.

INVENTORIES

Inventories mainly comprise stores and spare parts to be used for maintenance of Property, Plant and
Equipment.

Costincludes cost of purchase and other costs incurred in bringing the inventories to their present location and
condition. Cost is determined on weighted average basis.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

The diminution in the value of obsolete, unserviceable and surplus stores & spares is ascertained on review and
providedfor.Scrapisaccounted forasand whensold.

FOREIGN CURRENCYTRANSACTIONS

Functional and Presentation Currency:

Financial statements have been presented in Indian Rupees (%), which is the Group's functional and presentation
currency.

Transactions and Balances:

Transactions in foreign currency are initially recorded at exchange rate prevailing on the date of transaction. At
each Balance Sheet date, monetary items denominated in foreign currency are translated at the exchange rates
prevailing on that date. Non-monetary items denominated in foreign currency are reported at the exchange rate
prevailing at the date of transaction.

FINANCIALINSTRUMENTS - INITIALRECOGNITION, SUBSEQUENT MEASUREMENT AND IMPAIRMENT

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrumentof another entity.

Financial Assets

A financial asset includes inter-alia any asset that is cash, equity instrument of another entity or contractual
obligation to receive cash or another financial assets or to exchange financial asset or financial liability under
condition that are potentially favourable to the Group. A financial asset is recognized when and only when the
Group becomes party to the contractual provisions of the instrument. Financial assets of the Group comprise
cash and cash equivalents, Bank Balances, Advances to employees/ contractors, security deposit, claims
recoverableetc.

Measurement:

The Group measures the trade receivables at their transaction price if the trade receivables do not contain a
significant financing component. A receivable is classified as a 'trade receivable'if it is in respect to the amount
due from customers on account of goods sold or services rendered in the ordinary course of business.

De-recognition:
Financial asset is derecognised when all the cash flows associated with the financial asset has been realised or
such rights have expired.

Financial Liabilities:
Financial liabilities of the Group are contractual obligation to deliver cash or another financial asset to another
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entity or to exchange financial assets or financial liabilities with another entity under conditions that are
potentially unfavourable to the Group. The Group's financial liabilities include loans & borrowings, trade and
other payablesetc.

Measurement:

Financial liabilities are measured at amortised cost using the EIR method. Gains and losses are recognised in
Statement of Profit and Loss or in the “Expenditure Attributable to Construction” if another standard permits
inclusion of such costin the carrying amount of an asset, when the liabilities are derecognised as well as through
the EIRamortisation process.

Amortised cost is calculated by taking into account any discount tor premium on acquisition and fees or costs
thatare anintegral part of the EIR. The EIR amortisation is included as finance costs in the Statement of Profit and
Loss.

De-recognition:
Afinancial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

1.14 INVESTMENTINJOINT VENTURES AND ASSOCIATES

a)

b)

1.16
a)

b)

170

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
haverights to the net assets of the joint venture. 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.

An associate is an entity over which the Group has significant influence. Significant influence is the power to
participate in the financial and operating policy decisions of the investee but does not have control or joint
control overthose policies.

The investment in joint ventures and associates are carried at cost. The cost comprises price paid to acquire
investmentand directly attributable cost.

LEASES

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangementattheinception of the lease. Appendix C, Ind AS 17 deals with the identification of contracts that do
not take the legal form of a lease but conveys right to customers/ suppliers to use an asset in return for a payment
or series of payment.

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers
substantially all the risks and rewards incidental to ownership to the Group is classified as a finance lease. An
operating leaseisalease otherthanafinancelease.

Power Purchase Agreements (PPAs) in the nature of embedded lease with a single beneficiary where the
minimum lease term is for the major part of the plant's economic life and the minimum lease payments amount
to substantially all the fair value of the plant are considered as a Finance Lease. Other embedded leases are
considered as Operating Lease.

Operating Lease:

Leasesinwhich a significant portion of the risks and rewards of ownership are retained by the lessor are classified
as operating leases. In the case of operating leases or embedded operating leases, the lease income from the
operating lease is recognised in revenue on the basis of generation from such Plant. The respective leased assets
areincludedinthe balance sheet based on their nature.

GOVERNMENT GRANTS

Government grants with a condition to purchase, construct or otherwise acquire long-term assets are initially
measured based on grant receivable under the scheme. Such grants are recognised in the Statement of Profit
and Loss on a systematic basis over the useful life of the asset. Amount of benefits receivable in excess of grant
income accrued based on usage of the assets is accounted as Government grant received in advance. Changesin
estimates are recognised prospectively over the remaining life of the assets.

Government revenue grants relating to costs are deferred and recognised in the Statement of Profit and Loss



ANNUAL REPORT 2017-2018 HIMACHAL PRADESH POWER CORPORATION LTD. §§

1.18
a)

1.19

1.20

a)

b)

w1
FOWER CORPORATION LTD.

over the period necessary to match them with the costs that they are intended to compensate.

BORROWING COSTS

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing of
funds. Borrowing cost also includes exchange differences to the extent regarded as an adjustment to the
borrowing costs. Borrowing costs directly attributable to the acquisition, construction/erectionor production of
a qualifying asset that necessarily takes a substantial period of time to get ready for its intended use or sale are
capitalised as part of the cost of the asset. Capitalisation of borrowing costs ceases when substantially all the
activities necessary to prepare the qualifying assets for their intended uses are complete. All other borrowing
costsare expensed in the period in which they occur.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A provisionisrecognised when:

i) theGroup has presentlegal or constructive obligation as result of past event;

ii) itis probablethatan outflow of economic benefits will be required to settle the obligation; and

iii) areliable estimate can be made of the amount of the obligation.

b) Ifthe effect of the time value of money is material, provision is determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability. When discounting is used, the increase in the provision due to the passage of time is
recognized asfinance cost.

¢) The amount recognised as provision is the best estimate of consideration required to settle the present
obligation atreporting date, taking into account the risks and uncertainties surrounding the obligation.

d) When some or all of the economic benefits required to settle a provision are expected to be recovered from a
third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be received
and theamount of the receivable can be measured reliably.

e) Contingent liabilities are possible obligations that arise from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or more future events not wholly within the control of
the Group. Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of
outflow of economic benefits is remote. Contingent liabilities are disclosed on the basis of judgment of the
management. These are reviewed at each balance sheet date and are adjusted to reflect the current
management estimate.

f) Contingentasset is a possible asset that arises from past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of
the Group. Contingent assets are disclosed in the financial statements when inflow of economic benéfits is
probable on the basis of judgement of management. These are reviewed at each balance sheet date and are
adjusted toreflect the current management estimate.

REVENUE RECOGNITION AND OTHERINCOME

Revenue from sale of energy is accounted for at rates as per the PPA signed between HPPC Ltd. and HPSEB
Ltd./Tata PowerTrading Company Ltd. (TPTCL)/ PowerTrading Corporation India Ltd.

EMPLOYEE BENEFITS

Employee benefits consist of wages, salaries, benefits in kind, provident fund, pension, gratuity, post-retirement
medicalfacilities, leave benefits and other terminal benefits etc.

Short-term Benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed in the
periodin which the serviceis provided.

Terminal Benefits

Expenses incurred on terminal benefits in the form of ex-gratia payments and notice pay on voluntary
retirement schemes, if any, are charged to the profitand loss in the year of incurrence of such expenses.
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DEPRECIATION AND AMORTIZATION

Depreciation on Property, Plant & Equipment of Operating Units of the Group is charged to the Statement of

Profit & Losson straight-line method following the rates and methodology as notified by HPERC for the fixation

of tariffin accordance with Schedule-Il of the Companies Act 2013, except for the assets specified below:

a) Depreciation is charged on Straight Line method following the rate & methodology notified by the H.P State
Electricity Regulatory Commission (HPERC) for the purpose of fixation of tariffasamended from time to time,
exceptin case of:

b) Mobile Phones are depreciated fully @ 25% P.A.in 4 years.

¢) Kitchenitemsand small office items are depreciated over the period of 3 years, keeping10% residual value.

d) Assetscosting Rs.5000/-or less are depreciated fully in the year of procurement.

e) Expenditure on software is recognised as "Intangible Asset" and amortised fully over three years on SLM or
overaperiod of its legal rights to use, whicheveris less.

f) Infrastructural development construction power depreciated @5.28% SLM under the head any other assets
not covered inthe HPERC Schedule.

g) Depreciation is provided on pro-rata basis from the month in which the asset becomes obsolete is provided
till the end of the month in which such declarationis made.

Expenditure on catchment area treatment (CAT) Plan during construction is capitalised along with Dam/Civil

works. Such expenditure during O & M stage is charged to revenue in the year ofincurrence of such expenditure

Where the cost of depreciable assets has undergone a change during the year due to increase/decrease in long

term liabilities on account of exchange fluctuation, change in duties or similar factors, the revised un-amortised

balance of such assetsis depreciated prospectively over the residual life.

Depreciation on increase/decrease in the value of existing assets on account of settlement of disputesis charged

retrospectively.

Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during

construction”under capital workin progress.

Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to

the date, whenthe assetis available for use/disposal.

Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is

lower.

viii) Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during

ix)

X)

xi)

Xii)

construction”under capital workin progress.

Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to
the date, whenthe assetis available for use/disposal.

Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is
lower.

Tangible Assets created on lease hold land are depreciated to the extent of 90% of original cost over the balance
available lease period of respective land from the date such asset is available for use or at the applicable
depreciation rates & methodology notified by HPERC tariff regulations for such assets, whicheveris higher.
Where the cost of depreciable assets has under gone a change during the year due to increase/decrease in long
term liabilities on account of exchange fluctuation, price adjustment, settlement of arbitration/court cases,
change in duties or similar factors, the unamortized balance of such assets is depreciated prospectively over the
residual life of such asset determined following the applicable accounting policies relating to depreciation/
amortization.

xiii) Where the life and / or efficiency of an asset is increased due to renovation and modernization, the expenditure

thereon along with its unamortized depreciable amount is charged prospectively over the revised / remaining
useful life determined by technical assessment.

xiv) Spare parts procured along with the Plant & Machinery or subsequently which are capitalized and added in the
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carrying amount of such item are depreciated over the residual useful life of the related plant and machinery at
theratesand methodology notified by the HPERC.
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INCOMETAXES
Income tax expense comprises current tax and deferred tax.

Current Tax is recognised in the Statement of Profit and Loss, except to the extent that it relates to items
recognised directly in equity or other comprehensive income, in which case the tax is also recognised directly in
equity orin other comprehensiveincome.

Currentincome Tax

Current tax is expected tax payable on taxable profit for the year, using tax rates enacted or substantively
enacted atthe balance sheet date and any adjustments to tax payable in respect of previous years.

Deferred Tax

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and
assets,and they relate toincome taxes levied by the same tax authority on the same taxable entity, or on different
tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and
liabilities will be realised simultaneously.

Deferred tax is recognised in the statement of profit and loss except to the extent that it relates to items
recognised directly in other comprehensive income or equity, in which case it is recognised in other
comprehensive income or equity. A deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be available against which the temporary difference can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax
benefit will be realised.

EARNINGS PER SHARE

Basic earning equity share is computed by dividing the net profit or loss attributable to equity shareholders of
the Group by the weighted average number of equity shares outstanding during the financial year.

STATEMENT OF CASHFLOWS

Cash and cash equivalentsincludes cash/drafts/cheques on hand, deposits held at call with financial institutions,
other short-term highly liquid investments with original maturities of three months or less that are readily
convertible to knownamounts of cash and which are subject to aninsignificant risk of changesin value.
Statement of cash flowsis prepared in accordance with the indirect method (whereby profit or loss is adjusted for
effects of non-cash transactions) prescribed in Ind AS-7“Statement of Cash Flows".

MATERIAL PRIORPERIOD ERRORS

Material prior period errors are corrected retrospectively by restating the comparative amounts for the prior
periods presented in which error occurred. If the error occurred before the earliest period presented, opening
balances of assets, liabilities and equity for the earliest period presented, are restated.
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2 NOTES ONACCOUNTS

The amountsin Financial Statements are presented in Indian Rupees and all figures have been rounded off to the
nearest rupees lakh except when otherwise stated. The previous year figures have also been reclassified/
regrouped/ rearranged wherever necessary to conform to this year's classification (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Property Plant and Equipment 2.1.1 2,94,419 1,56,131

2.2 Capital Work In progress 2.2.1 2,71,679 3,55,762

2.3 Intangible Assets 2.3.1 1 0

TOTAL 5,66,099 5,11,893

2.4 Intangible assets under development = =
TOTAL

25 FINANCIAL ASSETS - INVESTMENTS
Note 2.5.1
Investment Accounted for Using Equity Method
Non Trade- Unquoted (at Cost)
a) Interestin Joint Ventures Companies
The entities listed below have share capital consisting solely of equity shares, which are held directly by the group.
The country of incorporation or registration is also their principal place of business, and the proportion of ownership

interest is the same as the proportion of voting rights held (Rs.in Lacs)

Business Method

Amount as at Amount as at
Place of Accounting March 31,2018 March 31,2017

Ownership Interest

Himachal EMTA Power Limited India Equity Method 50% 50%
Himachal EMTA Power Limited 57 57
57 57

Less Provision for doubtful investments 338 338
Reclassification of Carrying amount adjusted in retained earnings (281) (281)
TOTAL (0) (0)

The company has made an investment of Rs. 337.50 Lacs in the equity of Himachal EMTA Power Ltd. (HEPL), which has
been established as company’s joint venture with EMTA for setting up (2250 MW) thermal power plant at Raniganj, West
Bengal. The company has 50% equity participation in HEPL. The objective of joint venture is investment in coal block for
ensuring the uninterrupted fuel supply thereto. However Hon’ble “Supreme Court of India” has cancelled all allotments
of coal blocks and termed all captive coal block allocations since 1993, as illegal. The Joint Venture company of Himachal
EMTA has filed claim to the Ministry of Coal for expenditure incurred on the project and has not received the claim from
the Ministry of Coals as yet. Provision for doubtful investments has been made in books till final share from the Himachal
EMTA isrecived by the company.

Note2.5.2
Share of Profit of Joint ventures accounted for Using Equity Method (Rs.in Lacs)
Amount as at Amount as at
March 31, 2018 March 31, 2017
Himachal EMTA Power Limited (1) (64)

TOTAL (1) (64)
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Explanatory Note
SUMMARISED FINANCIAL INFORMATION FORJOINTVENTURES

The tables below provide summarised financial information for joint ventures of the group. The information disclosed
reflects the amounts presented in the financial statements of the joint ventures. They have been amended to reflect
adjustments made by the entity when using the equity method, including fair value adjustments made at the time of
acquisition and modifications for differencesin accounting policies.

Summarised Balance Sheet (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31, 2017

ASSETS

Non Current Assets 252 257
Current Assets 2 2
Total Assets 254 259
LIABILITIES

Non Current Liabilities 144 144
Current Liabilities 1 1
Total Liabilities 145 145
Net Assets 109 114
Note2.5.3

Reconciliation of Carrying Amount (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31, 2017

Opening Net Assets 114 246
Profit / Loss during the year (1) (127)
Other Comprehensive Income = =
Reclassification Adjustment = (5)

113 114
Group Share in Percentage 50% 50%
Group Share in Rupees 57 57

Summarised Statement of Profitand Loss Account (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Other Income 1 1
Other Expenses 1 127
Depriciation and Amortisation 1 2
Income Tax = =
Net Loss (1) (128)
Group Share in Rupees (1) (64)
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2.6 FINANCIALASSETS-LOANS (Rs. in Lacs)
Amount as at Amount as at
March 31,2018 March 31,2017
Security Deposits
- Secured Considered Good - -
- Unsecured Considered Good 148 146
- Doubtful = =
TOTAL 148 146
2.7 FINANCIALASSETS-OTHERS (Rs. in Lacs)
Amount as at Amount as at
March 31,2018 March 31,2017
Fixed Deposits with Banks having Maturity for more than 12 months - 13,069
TOTAL - 13,069

2.8 Defered Tax Assests - -

TOTAL = =
2.9 Regulatory Deferral Account Debit Balance - -
TOTAL = =
2,10 OTHERNON CURRENTASSETS (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Capital Advances:

Secured by Hypothecation of Equipment and / Material - -

Unsecured Considered Good = =
Covered by Bank Guarantee 5,682 6,684
Others 4,499 3,806

Loans and advances to Related Parties

Loans and Advances to Joint Ventures

Secured Considered Good - -

Unsecured Considered Good 61 61
Less Provision for doubtful advance 61) 61)
Advances to Others

Others - Secured Considered Good 5 5
Others - Unsecured Considered Good 1,272 1,757

Deposit with Judicial Authorities - -

Capital Stores At Cost (as certified by the management)

Steel 0 11
Cement - -
Others (Capital Stores) 0 1
Material at site - -
Other items 2 5
Recoverable Contractors 13,620 8,556
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Others Recoverable 231 233
Less Provision for doubtful recoverable (63) (23)
Recoverable from Staff 1 1
Deposits With Income Tax Authorities 8,673 7,774
Grant Receivable Non Current 522 488
TOTAL 34,444 29,297
2.11 INVENTORIES (Rs. in Lacs)
eI
March 31,2018 March 31,2017
Loose Tools 0 0
Stores and Spares 34 31
Less Provision for Shortage and Obsolescence - -
TOTAL 34 31
2.12 FINANCIAL ASSETS-TRADE RECEIVABLES (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Secured considered good

Unsecured considered good

Power 1,593 1,543
Lab Charges 24 -
Doubtful - .

TOTAL 1,617 1,543

Related Party Nil ( PY Nil)

2.13 FINANCIAL ASSETS-CASH AND CASH EQUIVALENTS (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Cash and Bank Balances

Cash in hand (including Imprest) 1 0
Stamps in hand 0
Balances with Banks
(i) Current Deposits 24,125 36,313
(ii) Term Deposits with maturity period up to 3 months 8,391 204
Cheques and Drafts in hand 0 0
TOTAL 32,517 36,518
2.14 FINANCIALASSETS-BANKBALANCE OTHERTHAN ABOVE (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Other Bank Balances
Margin Money for Pledged Deposits 1,201 1,205
Margin Money for BG/ Letter of Credit 1,125 1,125
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Other Term Deposits having maturity period for more than 3 months 492 3,369
TOTAL 2,818 5,699
2.15 FINANCIALASSETS-LOANS (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Loans and Advances to Related Parties

Loans and Advances to Directors

Secured Considered Good - -

Unsecured Considered Good - -

Advances to Employees (Unsecured Considered Good) 11 2
Recoverable from Staff 1 1

TOTAL 12 3
2,16 FINANCIALASSETS-OTHERASSETS (Rs. in Lacs)
e R

March 31,2018 March 31,2017

Interest Accrued but not due on Deposits with Banks 177 400
Amount Recoverable from Contractors 3,085 1,221
Income Tax Refund = 1,067
Recoverable from Staff = =
Interest Recoverable 227 444
Other Current Assets 0 0

TOTAL 3,489 3,132

2.17 CURRENT TAX ASSETS = =
TOTAL = o

2.18 OTHERCURRENTASSETS (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Advances to Contractors & Suppliers

Secured Considered Good - -
Unsecured Considered Good 187 3,632
Considered Doubtful - -

Less Provision for Doubtful Advances - -

Advances Others

Secured Considered Good - -

Unsecured Considered Good 41 -
TDS Recoverable - 85
Prepaid Expenses 50 415

Grant Receivable - -
TOTAL 278 4,133
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2.19 EQUITY SHARE CAPITAL

as at March 31,2018 as at March 31,2017

AUTHORISED

Equity Shares of par Value of Rs 1,000/- each 2,00,00,000 2,00,000 2,00,00,000 2,00,000

ISSUED, SUBSCRIBED AND FULLY PAID UP

Equity Shares of par Value of Rs 1,000/- each fully paid up 1,84,55,633 1,84,556 1,67,09,008 1,67,090
TOTAL 1,84,556 1,67,090

2.19.1 DETAILOF SHAREHOLDING HOLDING MORETHAN 5% SHARES INTHE COMPANY

as at March 31,2018 as at March 31,2017

Government of Himachal Pradesh 52,76,345 29 3,529,750
Himachal Pradesh Infrastructure Development Board 1,18,71,507 64 11,871,477 71
Himachal Pradesh Electricity Board Limited 13,07,731 7 1,307,731 8
(13,07,731 Equity Shares Issued in kind)

TOTAL 1,84,55,583 100.00 16,708,958 100.00

2.19.2 RECONCILIATION OF SHARES OUTSTANDING IS SET OUT BELOW:

as at March 31,2018 as at March 31,2017

No of shares at the beginning 1,67,09,008 1,67,090.08 1,51,05,958 1,51,060
No of shares issued during the year 17,46,625 17,466.25 16,03,050 16,031
No of shares at the end 1,84,55,633 1,84,556.33 1,67,09,008 1,67,090
2.20 OTHEREQUITY (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Retained Earnings

Opening Balance (3,687) (515)
Less Previous years adjustment = =
Add: Profit/Loss for the year as per Statement of Profit and Loss (7,913) (3,172)
Closing Balance (11,600) (3,687)
2.21 LONGTERMBORROWINGS (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Long Term Loans

From Other Parties
Secured

(hypothecation against assets of HEP)

Power Finance Corporation for Sawara Kuddu HEP

(Rate of Interest 12.75% payable in Quarterly instalments from Jul 2018 to Oct 2044) B e
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Power Finance Corporation for Kashang HEP

(Rate of Interest 9.75% payable in Quarterly instalments up to October 2017) 0 0
1,471 1,471
Unsecured
Government of Himachal Pradesh Loan for Shongtong HEP 7915 5622
(Rate of Interest 3.83% pa payable in half yearly Instalments from Jul 2018 to Jan 2028) ! !
Government of Himachal Pradesh Loan for Shongtong HEP 4838 2311
(Rate of Interest 0.75 % pa payable in half yearly Instalments from Jul 2023 to Jan 2053) ! !
Government of Himachal Pradesh Loan (Trench 1)
(Rate of Interest 10 % payable in yearly instalments of principal with interest from 3,890 45,507
Apr2018toJan 2023)
Government of Himachal Pradesh Loan (Trench Il)
(Rate of Interest 10 % payable in yearly instalments of principal and interest from 41,073 45,458
Apr2018 up to Jan 2025)
Government of Himachal Pradesh Loan (Trench IlI)
(Rate of Interest 10 % payable in yearly instalments of principal and interest from 32,316 55,540
Apr2018 up to Jan 2026)
Government of Himachal Pradesh Loan (Trench IV)
(Rate of Interest 10 % payable in yearly instalments of principal and interest from 27,370 36,498
15Jan 2018 up to Jan 2027)
1,16,701 1,90,936
TOTAL 1,18,172 1,92,407

The Group has beenregularin repayment of the loans orinterest thereon during the year.
The Government of HP has allowed deferment of loan and interest till FY 2018-19, which has been approved by the GoHP

on09/01/2018.
2.22 OTHERFINANCIALLIABILITIES

(Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Deferred Repayment of Interest of Govt. of Himachal Pradesh Loan 98,952 75,261
Deferred Repayment of Principal of Govt. of Himachal Pradesh Loan 41,135 41,135
Deposits Retention Money from contractors and others 2,793 4,521
Less Investment held as Security (11) (17)

TOTAL 1,42,869 1,20,900

The Government of HP has allowed deferment of loan and interest till FY 2018-19, which has been approved by the GoHP

on09/01/2018.
2.23 PROVISIONSNON CURRENT

(Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Unfunded Employees Benefit

Provision for Pension Contribution 1,630 1,363
Provision for Gratuity 801 645
Provision for Leave Encashment 2,577 2,250

TOTAL 5,008 4,258
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(Rs. in Lacs)

As at For The Year As At

Unfunded Employees Benefit

Pension Contribution 1,363 267 = 0 1,630
Gratuity Provision 645 686 527 2 801
Leave Encashment 2,250 1,089 665 98 2,577
Others = = - - -

TOTAL 4,258 2,042 1,192 100 5,008

2.24 OTHER NONCURRENTLIABILITIES

Capital Grant Government of India (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

A) Utilised Grant

Renuka

Opening Balance 68,680 68,680
Addition during the year - -
Less Accumulated Depreciation on Fixed Assets (153) (131)
Closing Balance 68,527 68,549
Gyspa

Opening Balance 988 942
Addition during the year 35 46
Less Accumulated Depreciation on Fixed Assets (7) (6)
Closing Balance 1,015 981
Total Utilised Grants 69,542 69,530

The Renukaji Dam Hydro Electric project and Gyspa Dam project is being implemented by HPPCL as a National project &
is fully funded by the Government of India & Governments of beneficiary states. The contributions received for Renukaji
Dam project from the DelhiJal Board & the Haryana Government aggregating Rs. 23,983.80 Lacs & for Gyspa Dam project
from CWCRs.500.00 Lacs have been treated as Capital Reserve (Net of depreciation) in compliance with AS-12.

2.25 TRADEPAYABLES (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Trade Payables = =
TOTAL = -

2.26 OTHERCURRENTLIABILITIES (Rs.in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

Liabilities for Employee's remuneration and benefits 116 110
Liabilities for Contractors & Suppliers 4,141 3,683
Liabilities for Government Departments 847 277

Interest accrued and due on Unsecured Loans = =
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Interest accrued and due on Secured Loans 36 41
Current portion of Power Finance Corporation Loan payable - 150
Current portion of Govt of Himachal Pradesh Loan 93,026 4,152
Provision for Expenses 31,625 35,490
Deposits Retention Money from Contractors and Others 1,971 6,113
Advance for Deposit Work 14 13
Taxes and Duties payable 122 174
Bank Overdrawn due to Bank Reconciliation - -
Share Application Money Pending Allotment 1,000 4,753
TOTAL 1,32,899 54,956
2.27 PROVISIONS CURRENT (Rs. in Lacs)

Amount as at Amount as at
March 31,2018 March 31,2017

A) Unfunded Employee Benefits
Gratuity Payable 9 4
Leave Encashment Payable - 5

Pension Payable - :
Others - _
TOTAL 9 9

(Rs. in Lacs)

As at For The Year As At

Unfunded Employees Benefit

Pension Contribution -

Gratuity Provision 4 18.81 = 73 4
Leave Encashment 5 54.06 = = 5
Others - - - - -
TOTAL 9 72.87 - 73 9
Inter Unit Transfers
192) 0 (0)
TOTAL 0 (0)
2.28 REVENUE FROM OPERATIONS (Rs.in Lacs)
e AL I
March 31,2018 March 31,2017
Sale of Energy 8,315 1,437
Sale of Services
Rent of Land - -
Rent from Property 21 34
TOTAL 8,336 1,471
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2,25 MISCELLANEOUSINCOME (Rs. in Lacs)
L eee AL I
March 31,2018 March 31,2017
Interest on Bank Deposits/FDR's 37 513
Interest from Banks 2 14
Income from Providing Design Works/Lab Receipts 3 2
Adjustment of Depreciation on Capital Grants - -
Late Payment Surcharge 30 73
Prior Period Income 502 -
Other 4,455 3,143
TOTAL 5,029 3,745
2.30 EMPLOYEEBENEFITS EXPENSES (Rs. in Lacs)
L eee AL I
March 31,2018 March 31,2017
Salaries, Wages, Allowances and Benefits 1,231 1,033
Contribution to Provident and Other Funds 52 11
Leave Salary and Pension Contribution 85 203
Welfare Expenses 16 14
TOTAL 1,385 1,261
2.31 FINANCE COST (Rs.in Lacs)
L
March 31,2018 March 31,2017
Interest on Term Loans 9,623 3,510
Bank Charges/LC Charges - 1
TOTAL 9,623 3,511
2.32 DEPRECIATION EXPENSES (Rs. in Lacs)
B
March 31,2018 March 31,2017
Depreciation for the year 8,095 2,138
TOTAL 8,095 2,138
2.33 OFFICEAND ADMINISTRATIVEEXPENDITURE (Rs. in Lacs)
N
March 31,2018 March 31,2017
Repairs and Maintenance Vehicle 1 2
Repairs and Maintenance Office Furniture & Equipment's 1 4
Repairs and Maintenance Plant and Machinery 128 19
Repairs and Maintenance Buildings 144 13
Repairs and Maintenance Others 15 -
Free Power 28 187
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Energy Charges - 12
Office Expenses 1 1
Hospitality and Entertainment Expenses 2

Meeting Expenses

Misc. Expenses 348 49
Provision for Doubtful Investments = 398
Provision for Doubtful Advances 49 23
Communication Expenses 10 22
Rent, Rates and Taxes 25 49
Consultancy Fees 1 7
Annual Technical Support-SAP 491 313
Vehicle Running Charges & Insurance Charges 1 4
Training Expenses 1 3
Fees & Subscription 6 1
Electricity & Water Expenses 98 21
Printing & Stationery 8 7
Books, Periodicals & Newspapers

Freight & Labour Charges -

Raising Day Expenses 10 8
Legal & Professional Charges 119 51
Postage & Telegram Expenses - -
Publicity & Advertisement Expenditure 3 5
Expenditure on Transit Camps/Guest House - 1

Business Promotion Expenses = =

Insurance-Other Assets 29 =
Statutory Audit Fees (Including Out of pocket Expenses) 9 12
Travelling and Conveyance 5 6
Hiring of Vehicles 97 64
Bank Guarantee Encashed - 21
Expenses in relation to Sale of Power 173 =
Prior Period Expenses 348 167
TOTAL 2,156 1,478
2.34 EARNINGPERSHAREBASICANDDILUTED (Rs. in Lacs)
I
March 31,2018 March 31,2017
Net Profit after Tax (7,913) (3,236)
Weighted Average Number of Shares 1,75,82,271 1,51,07,433
Face Value of Share 1,000 1,000

EPS (45) (21)




P
FOWER CORPORATION LTD.

HIMACHAL PRADESH POWER CORPORATION LTD. é%

ANNUAL REPORT 2017-2018

1oL 'rk 1€4'95'L 0 0 T ROS'SE’L  %ZAk SolrLd [304 53w, snopABlg
LEEREL elrie 0 0 Ly s WEs'T0'e OTEEL  nwow'l vl |exel

| {74 TIS| 1] 0 ) ol P 0 viin 1ah0d UORINDSUD? ‘ARQ ANINLSRYU
_0 fl R M | i i) (ip0) dneug Ag paUMS 30U SRESY
o g & 0 o " o ' 8 [speoy) dnou) Aq paumo 10U sEssy
oy EL)'y : 3. a 0y vl el . Specy
e £5E W\ 20F 0 o ©HI0MIBN PUE 1B/IBS
Uls i6r ol i 1] Ll suRAnD 3 sebpug
il 6l fi N 5] L 0 pedipH
0 [ i, 0 0 0 [ SAUSH SO RS

0 0 0 [ a 0 0 wawdinbg by ug
TN ] ) | TN i | T | SULIRY LRIy
o5 I8 ' vl 18 5 Ak SBPIYBA,

£ - [ 0 5¢ vl [ ot sauppeYy furssanosg e1eg 7 sEindwo)
RS 29t i 9 2L W al SRUNIXL] | SAINGAUIN
¥oE FOE L wE B4 = it LU EOUIIEE B ENUCISEE
o 10 L L 0 m s - {Aaages ‘any ‘o) agj) Asauppeyy o0
E T D 0 | 0 o [usugesg e oy UL pue)d
LISDE: LEEUE S e ER8°15 (114 ove'LE SHIOHA [eUR Ry onap 1afoid

n i o i [T 0 ' SjPuUnL el 9 530pua Speoy
T Loyl [T Ly T T Ler'(s SHOM BAD 13f0ud
0 i L i [ 0 0 sucizass / spays Lrmodwag
oAl i L i LIS LE ITTI sBupgng jejus plsay-ucy
W YOIz o il ST 0 T sEupyng [EnUspsay
M5SS (T3 o0 1 LERUL 6Tl GREED PioH 2314 - puUen]
P 72 0 0 [iFs 1] o PIOH 35897 - PUR ]

Boreniid

AT

HAI018 49N

utiag e | binsjpegiy

NOLYID a4 a0

RINC T | rymesiie | Y
ey L | i ol

Nann 55085

LN Laing

e LR

LNIWHINOI ANY LNV ALHI40U4 20 TINGIHDS

LT oN®oNgns

185




§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

POWER CORPORATION LTD.

Note No.2.2.1
CAPITAL WORK-IN-PROGRESS (Rs.in Lacs)
Amount Addition Deletion Amount
As at during during As at
31.03.2017 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2018
Residential Buildings 2.2.1.1 68 62 107 (45) 23
Non Residential Buildings 2.2.1.1 127 83 108 (25) 102
Roads, Bridges & Culverts 2.2.1.1 64 431 407 24 88
Civil Works 2.2.1.1 1,37,924 21,092 61,901 (40,809) 97,115
Electro-Mechanical Works 2.2.1.1 49,375 11,295 22,494 (11,1999) 38,176
Construction Power 2.2.1.1 222 28 41 (13) 209
Land Submerged Area 22,11 31,911 - 12,347 (12,347) 19,564
Investigation & Survey 2211 8 20 16 4 12
Environment and R&R Expenses 2.2.1.1 121 65 2 63 184
G.Total 2,19,820 33,076 97,423 (64,347) 1,55,473
Expenditure During Construction 2.2.2 1,35,942 23,360 43,096 (19,736) 1,16,206
Total Carried forward to Balance Sheet 3,55,762 56,437 1,40,519 (84,083) 2,71,679
Note No. 2.2.1.1
CAPITAL WORK IN PROGRESS (PROJECT WISE) (Rs.in Lacs)

Non Roads, Electro- Land
Residential | Residential | Bridges & Civil Mechanical | Construction | Submerged | Investigation | Environment

Buildings | Buildings Culverts Works Works Power Area & Survey | Expenses
as at as at as at as at as at as at as at as at as at
31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018 31.03.2018

Sundernagar 1 - = = - - - - -
Sawra Kuddu HEP 14 - 0 64,160 23,464 58 - - -
Kashang HEP Stage-I - - = 28 - - - - -
Sainj HEP - 3 80 - 3 - - - -
Renukaji Dam Project = - - - - - 19,564 - =
Shongtong HEP - - - 22,640 12,553 38 - - -
Triveni HEP - - - - = o - - -
Thana Plaun HEP - - - - - - - 12 47
Gyspa HEP 8 929 8 - - = - - _
Surgani Sundla HEP = = = - - - - - -
Deothal Chanju - = = = = - - - 43

Chaniju-lll = - - - - - - . 28

Berra-Dol
Solar Power Project

Kashang HEP
Stage-ll &Il

G.Total 23 102 88 97,115 38,176 209 19,564 12 184

- - 0 228 2,156 113 = = 66

- - - 10,059 - - - - -
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Note No.2.2.2 EXPENDITURE DURING CONSTRUCTION

(Rs. in Lacs)

Addition Deletion Amount
During During As at
31.03.2017 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2018

EXPENSES (A):
Employees' Benefits Expenses 2.2.2.1 45,212 5,896 (7,570) (1,674) 43,538
Finance/Interest Cost 2222 55,684 11,092 (22,158) (11,066) 44,618
Depreciation Expenses 2223 2,439 625 (640) (15) 2,424
Office and Administrative Expenses 2224 38,415 8,350 (12,729) (4,379) 34,036
TOTAL (A) 1,41,750 25,962 (43,097) (17,135) 1,24,615
Less: Miscellaneous Income 2225 (5,808) (2,602) 0.98 (2,601) (8,409)
Less: Renukaji & Gyspa Project Depreciation i i i i i
adjusted against Capital Reserve
NET EXPENDITURE (B) (Carried forward to CWIP) 1,35,942 23,360 (43,096) (19,736) 1,16,207

Note No. 2.2.2.1 EMPLOYEE BENEFITS EXPENSES (Expenditure During Construction)

(Rs.in Lacs)

Addition Deletion Amount

During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017

Salaries, Wages, Allowances and Benefits 38,654 5,428 (6,776) (1,348) 40,002
Contribution to Provident and Other Funds 801 85 (141) (56) 857
Leave Salary and Pension Contribution 2,917 242 (455) (213) 3,130
Travelling Exp. 349 45 (38) 7 342
Medical Exp. 425 47 (90) (43) 468
Welfare Expenses 392 49 (71) (21) 413

TOTAL 43,538 5,896 (7,570) (1,674) 45,212

Note No.2.2.2.2 FINANCE/INTEREST COST (Expenditure During Construction)

(Rs. in Lacs)

Addition Deletion Amount
During During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017

Interest on Term Loans 44,564 11,091 (22,156) (11,065) 55,629
Bank Charges/LC Charges 35 1 (1) 1 35
Others-FBT/Service Tax Interest 19 0 (2) (2) 21
TOTAL 44,618 11,092 (22,158) (11,066) 55,684

Note No. 2.2.2.3 DEPRECIATION EXPENSES (Rs.in Lacs)

Addition Deletion Amount

During During During
FY 2017-18 | FY 2017-18 | FY 2017-18 | FY 2016-17

Depreciation for the year (Transferred to Profit & Loss Account) - - - -

Depreciation for the year (Transferred to Expenditure During Construction) 625 (640) (15) 1,026
TOTAL 625 (640) (15) 1,026

Depreciation written off from Capital Reserve - - - -
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NoteNo.2.2.2.4 OFFICEAND ADMINISTRATIVE EXPENDITURE (Projects Incidental Expenditure) (Rs. in Lacs)

Addition Deletion Amount

During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017

Repairs and Maintenance Vehicle 78 14 (14) (1) 79
Repairs and Maintenance Office Furniture & Equipment's 66 34 9) 25 41
Repairs and Maintenance Plant and Machinery 91 1 (0) 0 91
Repairs and Maintenance Buildings 534 187 (45) 142 392
Repairs and Maintenance Others 43 2 (33) (31) 74
Office & Administration Expenses 537 1 = 1 536
Hospitality and Entertainment Expenses 132 9 (21) (11) 143
Meeting Expenses 53 6 (6) (0) 53
Misc. Expenses 140 0 (11) (11) 151
Communication Expenses 521 83 (48) 35 486
Rent, Rates and Taxes 1,277 236 (82) 154 1,123
Consultancy Fees 851 24 (11) 13 838
Annual Technical Support-SAP/ AMC 1,023 314 (2) 311 712
Vehicle Running Charges & Insurance Charges 205 38 (36) 2 203
Hired Vehicle Expenses 1,608 231 (553) (322) 1,930
Training & Seminar 265 14 11) 3 262
Fees & Subscription 29 9 (18) 9) 38
Electricity & Water Expenses 339 43 (99) (57) 396
Printing & Stationery 239 27 (40) (13) 252
Books, Periodicals & Newspapers 60 8 (7) 1 59
Freight & Labour Charges 33 3 (1) 3 30
Insurance 21 4 (10) (6) 27
Raising Day Expense 34 - (1) (1) 35
Legal & Professional Charges 329 51 (36) 15 314
Postage & Telegram Expenses 25 2 (3) (1) 26
Publicity & Advertisement Expenditure 215 13 (26) (12) 227
Expenditure on Transit Camps/Guest House 39 4 (2) 2 37
Business Promotion Expenses 165 0 = 0 165
Dismantling and Removal expenditure - - - - -
Foreign Exchange Variation Cost 56 71 = 71 (15)
Land Acquisition Expenses 7 2 = 2 5
LADA 5,019 1,862 (1,070) 792 4,227
Relief and Rehabilitation Costs 5,415 708 (462) 246 5,169
Environmental and Ecology exp. 4,727 14 (59) (45) 4,772
Expenditure on Enabling Assets 461 6 (615) (609) 1,070
CAT Plan 4,684 0 (2,250) (2,250) 6,934
Study and Research 43 0 = 0 43
Survey & Investigation 8,914 253 (448) (196) 9,110
Construction Power HPSEBL 1-8-1 46 46 = 46 =
Environment Management Plan 1,232 45 - 45 1,187
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Fuel expenses Data Centre 5 2 - 2 3
Gift & Presentation A/c (Pending Allocation) 4 = (1) (1)
Honorarium & Stipend (0) 4 (34) (29) 29
Incidental expenses-Power Water & parks 45 - - - 45
Outsource Manpower Expenses (Pending Allocation) 2,540 505 (1,110) (604) 3,144
Reatain earning Adjustment unto FY 2014 2,410 885 = 885 1,525
Safety Related Expenses (0) - (1) (1) 1
Winter Heating Exp. (Pending Allocation) 59 4 (1) 2 57
Wages (Daily paid staff) (PROJECT) 7 1 - 1 6
Remuneration to Auditors (PROJECT) 14 (1) 2 1 13
Consumables Stores 83 6 (4) 2 81
Transmission lines 12 - 2) 2) 14
Common Cost (HO & SNR) (2,544) 2,579 (5,547) (2,968) 424
Incidental exp after COD(proportio)Stage-12017-18 (1 - - - (1)
Incidental exp Before COD Stage-1 (8,153) - - - (8,153)
TOTAL 34,036 8,350 (12,729) (4,379) 38,415

NoteNo.2.2.2.5 MISCELLANEOUS INCOME TRANSFERRED TO EXPENDITURE DURING CONSTRUCTION

(Rs.in Lacs)

Amount Addition Deletion Amount
As at During During As at
31.03.2018 | FY 2017-18 | FY 2017-18 | FY 2017-18 | 31.03.2017
Interest from Banks Deposits/FDR's (4,644) (0) 1 1 (4,645)
Income from Providing design work/Lab Receipts (40) - - - (4)

Interest from Employees - - - . -

House Rent Collection from employees/Other recovery (15) - - - (15)

Interest from Govt Departments = = = = =

Interest on Tax Refunds (320) = = - (320)
Income from Sale of Tender Forms 3) = = - 3)
Income from Contractors (56) = = - (56)
Income from Transit Camp/Guest House (1) - - - (1)
Gain on sale of Assets (12) (0) = (0) (1)
Miscellaneous Receipts (3,365) (2,602) - (2,602) (763)

TOTAL (8,409) (2,602) 1 (2,601) (5,808)
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NoteNo.2.3.1 OTHERINTANGIBLE ASSETS (Rs. in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK
Additi Deductions/ As at As at For As at As at As at
Adjustments | 31.03.18 | 01.04.17 the Year 31.03.18 | 31.03.17
0 93 92 0 1 0

s10318
0 0 92

Software
Total (A) 92 1 0 93 92 0 0 0 92 1 0
Previous Year's Total 92 0 0 92 0 0 46 0 46

2.35 DISCLOSURE ON FINANCIALINSTRUMENTS AND RISK MANAGEMENT
i) FairValue Measurement
a) Financial Instruments by Category (Rs. in Lacs)

As at March 31, 2018 As at March 31, 2017

Financial Assets

Non Current Financial Assets

(i) Investments 2.5 - -
(ii) Loans 2.6 148 146
(iii) Others 2.7 - 13,069

Bank Deposits with more than 12 Months Maturity

Current Financial Assets

(i) Trade Receivables 2.12 1,617 1,543
(ii) Cash and Cash Equivalents 2.13 32,517 36,518
(iii) Bank Balance other than above 2.14 2,818 5,699
(iv) Loans 2.15 12 3
(v) Other Assets

Interest Accrued 2.16 177 400
Other Recoverable 2.16 3,312 2,732
Total Financial Assets 40,601 60,110

Financial Liabilities

(i) Long Term Borrowings

a) Term Loans Financial Institutions 2.21 1,471 1,471
b) Term Loans from Others 2.21&2.22 2,27,496 3,07,332
(ii) Deposits / retention non current 222 2,793 4,521

Current Financial Liabilities
(iii) Other Financial Liabilities

a) Current Maturity of Term Loans Financial Institutions 2.26 36 191
b) Current Maturity of Term Loans other 2.26 1,22,318 4,152
¢) Deposit/ retention Money 2.26 1,971 6,113
d) Liability against Capital Works 2.26 4,141 3,683
e) Other Payables 2.26 33,724 40,817
Total Financial Liabilities 3,93,951 3,68,280

Note :- The Group does not classify any financial Assets/ Financial Liabilities at fair value through profit and Loss
and other comprehensive Income
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B) FAIRVALUATION MEASUREMENT
(i) Fair Value Hierarchy

This section explains the judgements and estimates made in determining the fair values of the financial instruments that
are (a) recognised and measured at fair value and (b) measured at amortised cost and for which fair value are disclosed in
the financial statements. To provide an indication about the reliability of the inputs used in determining fair value, the
Group hasto classify its financial instruments into the three levels prescribed under the accounting standards.

Level 1: Level 1 hierarchy includes financial instruments measured using quoted prices. This includes listed equity
instruments and traded bonds that have quoted price. The fair value of all equity instruments including bonds which are
traded in the recognised Stock Exchange and money markets are valued using the closing prices as at the reporting date.
The Group has nofinancialinstruments thatare listed and traded in recognised Stock exchanges.

Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation
techniques which maximise the use of observable market data and rely as little as possible on entity-specific estimates. If
all significant inputs required to fair value an instrument are observable, the instrument is included in level 2. This
includes security deposits/ retention money and loans at below market rates of interest.

Level 3:If one or more of the significantinputs is not based on observable market data, the instrumentisincluded in level
3.

(a) Financial Assets/Liabilities Measured at FairValue-recurring Fair Value Measurement (Rs.in Lacs)

As at March 31, 2018 As at March 31,2017
“evein | teveiz | toveis | Lovel1 | Levei2 | Levels |

Financial Assets at FVTOCI

(i) Investments

- In equity Instrument quoted - - - = - -

- In government Securities = - - - _ _

- In public sector undertakings/
Public Financial Institution and
Corporate Bonds

TOTAL - - - - - -

(b) Financial Assets/Liabilities measured atamortised cost for which fair value are not disclosed (Rs. in Lacs)

As at March 31, 2018 As at March 31, 2017
“rever1 | Leveiz | Levels | tovel1 | Levelz | Leveis

Financial Assets
(I) Loans to employees & Others | 2.6 & 2.15 160 - 149
(ii) Other = = = S = =

Bank deposits with more than
12 months maturity

Total Assets - 160 - 13,069 149 =

2.7 - - - 13,069 - -

Financial Liabilities

() Long term Borrowings (incl.

current Maturity & Interest) 2214226 351,321 : 313,146

(ii) Deposit / Retention Money B
(Including Current) 2.21&2.26 4,764 10,633

Total Liabilities - 3,56,086 - - 3,23,779 -
Total = = = =
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Valuation techniques and process used to determine fair values

The Group values financial assets or financial liabilities using the best and most relevant data available. Specific valuation
techniques used to determine fair value of financialinstrumentsincludes:

- Use of Quoted market price or dealer quotes for similarinstruments.

- Fair value of remaining financial instruments is determined using discounted cash flow analysis.

The Group has a team that performs the valuation of financial assets and liabilities required for financial reporting
purpose.

(iii)  FairValue of Financial Assets and Liabilities measures at carrying cost (Rs. in Lacs)

As at March 31, 2018 As at March 31,2017

Financial Assets

(I) Loans to employees & Others | 2.6 &2.15 160 160 149 149
(ii) Other - - - -
Bank deposits Wlt.h more than 97 i ) 13,069 13,069
12 months maturity

Total Assets 160 160 13,218 13,218
Financial Liabilities

() Long term Borrowings (incl. 1, 5 ¢ 3,51,321 3,51,321 3,13,146 3,13,146
current Maturity & Interest) Ll & = = e e

(i) Deposit / Retention Money |, ., 5¢ 4,764 4,764 10,633 10,633
(Including Current)

Total Liabilities 3,56,086 3,56,086 3,23,779 3,23,779

Significant Estimates:

The fair value of financial instruments that are not traded in an active market is determined using valuation techniques.
The Group uses its judgement to select a variety of methods and make assumptions that are mainly based on market
conditions existing at the end of each reporting period. Deposits/ Retention money are fair valued using the domestic
borrowing rate applicable tothe Group attheyearend.
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(ii) Financial Risk Management

Financialrisk factors:

The Group's principal financial liabilities comprise borrowings, trade and other payables. The main purpose of these
financial liabilities is to manage finances for the Group's operations. The Group has advances and other receivables, trade
and other receivables, investments and cash and short-term deposits that arise directly from its operations. The Group's
activities exposeittoavariety of financial risks:

a) Creditrisk:

Creditrisk is the risk that a counter party will not meet its obligations under a financial instrument or customer contract,
leading to a financial loss. The Group is exposed to credit risk from its operating activities (primarily trade receivables)
andfromitsfinancing activities including deposits with banks and financial institutions.

| Rk | EowreadsingFrom

Cash & Cash equivalents, Aging analysis  Diversification of bank deposits,
Credit Risk Trade receivables and financial assets credit limits and letter of credit
measured at amortised cost

Liquidity Risk Borrowings and other facilities Rolling cash Avallablllty of commlttgq Fredlt
flow forecasts lines and borrowing facilities

Market Risk-Interest rate Long term borrowings at Fixed rates Sen5|t|.V|ty Ir\terest e i os diinige o
analysis financer

b) Liquidityrisk:
Liquidity risk is the risk that the Group may not be able to meet its present and future cash and collateral obligations
withoutincurring unacceptable losses.

c) Marketrisk:

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changesin
market prices. Market prices comprise three types of risks: currency rate risk, interest rate risk and other price risks.
Financial instruments affected by market riskinclude loans and borrowings, deposits, investments. Foreign currency risk
is the risk that the fair value or future cash flows of financial instrument/advances/retention money will fluctuate
because of changes in foreign exchange rates. Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates. This is based on the financial assets and
financial liabilities held as at 31st March, 2018 and 31st March, 2017. The Group's risk management is carried out as per
policies approved by Board of Directors from time to time.

(A) CreditRisk:

The Group is exposed to credit risk from its operating activities (primarily trade receivables) and from its financing
activities, including deposits with banks and other financial instruments.

a) TradeReceivables:

The Group extends credit to customers in normal course of business. The Group monitors the payment track record of
the customers. Outstanding customer receivables are regularly monitored. The Group evaluates the concentration of
risk with respect to trade receivables as low; as its customers are mainly State Discoms to whom late payment surcharge
is as per the HPERC regulation. Further, the fact that beneficiaries are primarily State Discoms and considering the
historical credit loss experience for trade receivables, the Group does not envisage either impairment in the value of
receivables from beneficiaries orloss due to time value of money, due to delay in realization of trade receivables.

b) Financialassets at carrying cost:

The advances to contractors and other recoverable are shown at carrying cost. Management has assessed the past data
and does not envisage any probability of default on these loans.

c) Financialinstrumentsand cash deposits:

The Group considers factors such as track record, size/net worth of the institution/bank, market reputation and service
standards and limits and policies as approved by the board of directors to select the banks with which balances and




é% HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

POWER CORPORATION LTD.

deposits are maintained. The Group invests surplus cash in short term deposits with scheduled Banks.

(B) Liquidity Risk:

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities and the availability of
funding through an adequate amount of committed credit facilities to meet obligations when due. The Group's
objective is to maintain an optimum level of liquidity at all times to meet its cash and collateral requirements. The Group
relies on a mix of borrowings, capital infusion and excess operating cash flows to meet its need for funds. The current
committed lines of credit are sufficient to meet its short to medium term expansion needs. The Group monitors rolling
forecasts of its liquidity requirements to ensure that it has sufficient cash to meet capital expenditure and operational
needs while maintaining sufficient head room on its undrawn committed borrowing facilities at all times, so that the
Group does not breach borrowing limits or covenants (where applicable) on any of its borrowing facilities.

Maturities of Financial Liabilities:

The table below provides undiscounted cash flows towards Group's financial liabilities into relevant maturity based on
the remaining period at the Balance Sheet date to the contractual maturity date. Balance due within 1 year is equal to
their carrying balances as the impact of discounting is not significant.(refernote 2.21,2.22 & 2.26)

(Rs. in Lacs)
As at 31st March, 2018
o Outstanding| Within More than | More than 3| More than
Contractual maturities of
fi ial liabiliti Debt on oneYear [1year&less| year&less 5 Years
HNANCIatHEDIItEs 31.3.2018 than 3 Years | than 5 Years
1. Borrowings (including interest 2.21,2.22 3,82,911 - 2,94,012 40,754 48,146
accrued but not due) &2.26
2. Other financial liabilities 2.22&2.26 11,029 - 10,056 973 -
(Rs. in Lacs)
As at 31st March, 2017
o Outstanding| Within More than | More than 3| More than
Contractual maturities of
fi ial liabiliti Debt on oneYear [1year&less| year&less
HHARCISTHADINIES 31.3.2017 than 3 Years | than 5 Years
1. Borrowings (including interest 221,222 3,13,146 = 1,78,564 55,513 79,068
accrued but not due) &2.26
2. Other financial liabilities 2.22&2.26 55,117 - 55,117 - -

(c) MarketRisk:

The sensitivity analysis excludes the impact of movements in market variables on the carrying value of post-
employment benefit obligations provisions and on the non-financial assets and liabilities. The sensitivity of the relevant
Statement of Profit and Loss item is the effect of the assumed changes in the respective market risks. The Group's
activities exposeittoavariety of financial risks, including the effects of changesin interest rates.

(i) Interestrateriskand sensitivity:

The Group has taken borrowings from state government and PFC, only at fixed rate of interest which is not subjected to
risks of changesin marketinterest rates and the same has been shown at carrying value. Re.in Laco

As At As At
31" March 2018 31" March 2017

Fixed Rate Borrowings 2,52,369 2,37,844
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ii) PriceRisk:
Exposure:

The Group has no exposure to price risk as there is no investment in equity shares which are listed in recognised stock
exchangeand are publicly traded in the stock exchanges.

iii) Foreign CurrencyRisk
Foreign Currency Risk Exposure:
The Group's exposure to foreign currencyrisk at the end of the reporting period expressedin INR (in lacs.) are as follows:

m As At 31st March 2018 As At 31st March 2017

Financial Assets

Net Exposure to foreign currency risk (asset) 0.7 7.93 1.5 0
Financial Liabilities

Retention Money 0 14.65 3

Other Payables 0 1.38 0.41 50.54 12.34

Net Exposure to foreign currency risk (Liabilities) 0.7 -1.38 -0.41 -57.26 -13.84

The above foreign currency risk is only for the foreign currency advances and other liability on account supplier dues
and retention money payable to contractors. As per accounting policy of the Group, transactions in foreign currency are
initially recorded at exchange rate prevailing on the date of transaction. At each Balance Sheet date, monetary items
denominated in foreign currency are translated at the exchange rates prevailing on that date. Non-monetary items
denominated in foreign currency are reported at the exchange rate prevailing at the date of transaction.

Exchange differences arising on translation or settlement of monetary items are recognised in the statement of profit
andloss,intheyearin whichitarises.

(iii) Capital Management
(a) Capital Risk Management:

The Group manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants. The primary objective of the Group's capital management is to maximize the
shareholder value. The Group's primary objective when managing capital is to ensure that it maintains an efficient
capital structure and healthy capital ratios and safeguard the Group's ability to continue as a going concern, in order to
support its business and provide maximum returns for shareholders. The Group also proposes to maintain an optimal
capital structure to reduce the cost of capital. No changes were made in the objectives, policies or processes during the
yearended 31stMarch,2018.

The Group monitors capital using gearing ratio, which is net debt divided by total of Capital and Net Debt. The gearing

ratiosareasfollows: (Rs. in Lacs)
I o iy
31" March 2018 31" March 2017
a) Loans and Borrowings 2,52,333.00 2,37,843.78
b) Trade and Other Payables 2,16,166.00 2,04,215.88
b) Less: Cash and Cash Equivalents 32,517.00 36,518.23
¢) Net Debt 4,35,982.00 4,05,541.44
d) Total Capital 1,72,956.00 1,63,403.08
e) Capital and Net Debt 6,08,938.00 5,68,944.52
f) Gearing Ratio 71.60 71.28

Note: For the purpose of the Group's capital management, capital includes issued capital, and all other equity reserves.
Net debtincludes,interest bearing loans and borrowings, trade and other payables less cash and short term deposits.
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(b) Loan Covenants:

Under the terms of the major borrowing facilities, the Group is required to comply with the following financial
covenants:-

There is requirement to maintain Debt Equity ratio of 70:30 by the ADB, which is funding agency to the State
Government.

(c) Dividends:
The Group started commercial operation during the year 2016-17 and total cumulative lossas on 31.03.2018is Rs.11601
Lakhs, thus no dividend has been declared by the Group.

Other Explanatory Notes to Accounts:
2.36 CONTINGENTLIABILITIES

(a) Claimsagainstthe Group notacknowledged as debtsinrespectof: (Rs. in Lacs)
As At As At
31" March 2018 31" March 2017

Capital Works 67,052.24 33,526.00
Land Compensation 16,123.89 33,132.00
Entry Tax 0 1,088.98
Others 335.25 318.00

TOTAL 83,511.38 68,064.98

(i) Capitalworks:

Contractors havelodged claims aggregating to Rs.67052.24 Lakh (previous year Rs.33526.00 Lakh), against the Group on
account of rate & quantity deviation, cost relating to extension of time and idling charges due to stoppage of
work/delaysin handing over the site etc. These claims are being contested by the Group as being not admissible in terms
of provisions of the respective contracts or are lying at arbitration tribunal/other forums/other Courts. As the amounts
recommended by the Dispute Boards (DBs) are much less than the amounts claimed by the contractors, the claims on
accountof furtherinterestand escalation, if any, have not been considered.

(ii) Land Compensation cases:

Inrespect of land acquired for the projects, some of the land losers have filed claims for higher compensation amounting
to Rs.16123.89 Lakh before various authorities/courts. Group has shown the same as contingent liability as the matter is
subjudice.

(iii) Others:

Claims on account of other matters amounting to Rs.335.25 lakhs mainly on account of claims for damage to property
dueto construction activity at Sainj HEP.

The aboveis summarizedasat31.03.2018 below:

(Rs. in Lacs)

Claims Provision Contingent Contingent Addition of
ason 31.3.2018 Against Liability Liability Contigent Liability
— the Claims | ason31.3.2018 | ason31.3.2017 for the period
Capital Works 67,052.24 0 67,052.24 33,526.00 33,526.00
Land Compensation 16,123.89 0 16,123.89 33,132.00 33,132.00
Entry Tax - 0 - 1,088.98 1,088.98
Others 335.25 0 335.25 317.92 17.33

The aboveis summarizedasat31.03.2017 below
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(Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
ason 31.3.2017 Against Liability Liability Contigent Liability
. the Claims | ason31.3.2017 | ason31.3.2016 for the period
Capital Works 33,526.00 0 33,526.00 5,228.30 28,297.70
Land Compensation 33,132.00 0 33,132.00 - 33,312.00
Entry Tax 1,088.98 0 1,088.98 1,088.98 =
Others 317.92 0 317.92 - 317.62

(b) The above contingent liabilities do not include contingent liabilities on account of pending cases in respect of
service matters & others where the amount cannot be quantified.

(c) Itisnotpracticabletoascertainand disclose the uncertainties relating to outflow in respect of contingent liabilities.
(d) The Group's management does not expect that the above claims/obligations (including under litigation), when
ultimately concluded and determined, will have a material and adverse effect on the Group's results of operations or
financial condition.

2.37 DETAILOFCONTINGENTASSETS (Rs. in Lacs)
As At As At
31" March 2018 31" March 2017
Civil Work 38,948.00 33,499.00

2.38 ESTIMATED AMOUNT OF COMMITMENTS NOT PROVIDED FORIS AS UNDER: (1 Lacs)

As At As At
31" March 2018 31" March 2017

INR 1,21,674.16 1,30,741.39
Estimated amount of contracts remaining Euro 12.56 9.99
to be executed on capital account and uss$ 54.15 88.28
not provided for CHF 0.00 0.00
SWF 0.00 0.62

2.39 Balances of trade receivables, advances, deposits, trade payables, are reconciled periodically and are subject to
confirmation and consequential adjustments.

2.40 THEEFFECT OF FOREIGN EXCHANGE FLUCTUATIONDURINGTHEYEARIS AS UNDER: (Rs. in Lacs)

S.No. Particulars Yearended 31.3.2018 | Yearended31.3.2017

n Amount Charggd to Staterpept of Profit and Loss 6.56 (Net) 125.66 ( Net)
Account excluding depreciation

(il Amount ;harged to Expenditure attributable to 2085 3.42
construction

... | Amount adjusted by addition to the carrying amount . .

(iii) : Nil Nil
of fixed Assets

2.41 DISCLOSUREUNDERTHEPROVISIONS OF IND-AS-19'EMPLOYEE BENEFITS'
General description of various defined employee benefits are as under:

a) Defined Contribution plans:
Pension:

The Group employees are not covered under any Government pension scheme. However, the employees of the HPSEBL
who are on secondment basis with the Group the pension contribution is payable to the HPSEBL as per the formula

197




§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

POWER CORPORATION LTD.

devised by them.

b) Definedbenefit plans:

(I) Employers contribution to Provident Fund:

The employees of the Group are covered under EPF Scheme with Regional Provident Commissioner and the
contributionis being paid on monthly basis to the authorities.

(ii) Gratuity:

The Group has a defined benefit Gratuity Plan, for its employees, which is requlated as per the provisions of Payment of
Gratuity Act, 1972. However the employees of the HPSEBL who are on secondment basis with the Group the gratuity
contributionis payable to the HPSEBL as per the formula devised by them.

(iii) Leave encashment:

The Group has a defined benefit leave encashment plan for its Employees. Under this plan they are entitled to
encashment of earned leaves and medical leaves subject to limits and other conditions specified for the same. However
the employees of the HPSEBL who are on secondment basis with the Group, the leave salary contribution is payable to
the HPSEBL as per the formula devised by them.

2.42 SEGMENTINFORMATION:

a) Operating Segments are defined as components of an enterprise for which financial information is available that is
evaluated regularly by the Managementin deciding how to allocate resources and assessing performance.

b) Electricity generation is the principal business activity of the Group. Other operations viz., Lab Testing do not form a
reportable segmentas perthelnd AS 108 on 'Segment Reporting.

¢) TheGroupishavingasingle geographical segmentasallits Power Stations are located within the Country.

d) Information about major customers: ,
(Rs. in Lacs)

R f Cust Revenue from Customers
evenue from Customers
Name of Customer as percentage of revenue

1. HPSEB Limited 3720.42 14.71 44.74% 100%

2. | TPTCL 4594.70 Nil 55.26% Nil

2.43 INFORMATION ON'RELATED PARTY DISCLOSURES'ASPERIND AS 24 1S ASUNDER:

(a) ListofRelated Parties

(i) Directors & Key Management Personnel:

e e aion

Sh. Ajay Sharma, IAS Managing Director ( w.e.f. 23/02/2019 to 02/07/2019)

Sh. Devesh Kumar, IAS Managing Director (w. e. f. 21/04/2017 to 18/02/2019 and 02/07/2019 to till date)
Er. Devendra K. Sharma Managing Director (w. e. f. 13/09/2012 to 20/04/2017)

Sh. Neeraj Kumar, HAS Director (Personnel & Finance), (w.e.f. 26/10/2015 to 10/06/2019)

Er. M.S. Rana Director (Electrical) (w. e. f. 14/08/2012 to 01/04/2017)

Er. Ajay Kumar Gupta Director (Civil) (w.e.f. 17/06/2013 to 13/06/2016 and 17/06/2016 to 31/01/2018)
Er. Mahesh Sirkek Director (Electrical) (w. e. f. 19/04/2017 to till date)

Er. Dharam Singh Thakur Director (Civil) (w.e.f. 09/03/2018 to till date)

Sh. Manmohan Sharma, HAS Director (Finance & Personnel) (w.e.f. 10.06.2019 till date)

Sh. Sudarshan Sharma Company Secretary




ANNUAL REPORT 2017-2018 HIMACHAL PRADESH POWER CORPORATION LTD. §§

w1
FOWER CORPORATION LTD.

(ii) JointVentures:

Principal T Percentage of Shareholding/ voting Power
Name of Entit Place rincipa
= of operation HELES (s S
P 31st March 2018 31st March 2017
Himachal EMTA Power Kolkata Thermal Power 50% 50%
Limited Generation
Transactions with therelated parties are asfollows: (Rs. in Lacs)

Transactions During the Year 2017-18 2016-17

Investment in Share Capital

Share Application Money - R

Amount Recoverable - 0.16
2.44 REMUNERATIONTODIRECTORS &KEY MANAGERIAL PERSONNEL (Rs. in Lacs)
| pamias |Yearendedon2017-13 Vearendedon2016-17 |
i) Short Term Employee Benefits 156.30 120.15
if) Post Employment Benefits Nil Nil
iii) Other Long Term Benefits Nil Nil
iv) Termination Benefits Nil Nil
TOTAL 156.30 120.15

Whole Time Directors are allowed to the use of staff cars including private journeys on payment in accordance with
Grouprules.

2.45 INTERESTINOTHERENTITIES

(i) Interestinjointventures:

The Group'sinterestin joint ventures as at 31st March, 2018 are set out below, which in the opinion of the management,
are material to the Group. The entities listed below have share capital consisting solely of equity shares, which are held
directly by the Group. The country of in Group or registration is also their principal place of business and the proportion
of ownership interest is the same as the proportion of voting rights held: (Rs. in Lacs)

Quoted Fair value Carrying Amount

Name of % of

) .| Relation | Accounting
Entity & place | ownership ship Method 31st March 31st March 31st March 31st March
of Business Interest 2018 2017 2018 2017

Himachal 50 Joint Equity **338
EMTA Venture Method

Power

Limited

« *Unlisted Entity- no quoted Price available
»  **The Group has made provision of doubtful investments amounting to Rs 338 lakhs during the year.

« The Group has 50 % interest in Himachal EMTA Power Limited, which is a Joint Venture with EMTA Limited for setting
up (2¥250 MW) thermal power Plant at Rani Ganj West Bengal. However the Hon'ble Supreme Court of India has
cancelled allallotment of coal Blocks and termed all captive coal Blocks asillegal.
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Summarised balance sheetasat 31 March 2017 using the Equity Method:

Himachal EMTA Power Limited (Rs. in Lacs)

I o
31" March 2018 31* March 2017

Current Assets

Cash and Cash Equivalents 1.34 1.36

Other Assets 0.45 0.36

Total Current Assets 1.79 1.72

Total Non Current Assets 252.00 257.02

Current Liabilities

Other Liabilities 1.28 0.69

Total Current Liabilities 1.28 0.69

Non Current Liabilities

Financial Liabilities 121.00 121.00

Other Liabilities 22.83 2348

Total Non Current Liabilities 143.83 144.48

Net Assets 108.68 113.57

Summarised statement of Profitand Loss using Equity Method: (Rs. in Lacs)

IS oy
31" March 2018 31" March 2017

Revenue 0.00 0.00

Interest Income 1.00 1.00

Other Expenses 1.16 126.64

Depreciation and Amortisation 1.00 1.57

Profit Before Tax -1.34 -127.21

Total Comprehensive Income for the Year -1.34 -127.21

2.46 IMPAIRMENT OF ASSETS
Ind AS 36, in the opinion of the management there is no indication of any significant impairment of assets during the
year.

2.47 FAIRVALUATION OF ASSETS AND LIABILITIES

The Group had adopted the carrying cost / value of all liabilities and assets as on 1st April 2015 and also on 1st April 2018,
as the fair value of the assets and liabilities cannot be measured accurately due to the uncertainty involved in the
estimating the exact date of commissioning of the projects, which is dependent on various external factors and which
haveimpact onthe paymentstobe made to the contractors and the amount to be recovered from them.

2.48 OTHERDISCLOSURES ASPER SCHEDULE-IIIOF THE COMPANIES ACT, 2013 AREAS UNDER: (Rs. in Lacs)
-“
Expenditure in Foreign Currency 9.60
B Earnings in Foreign Currency Nil Nil
C | Value of Import Calculated on CIF basis Nil Nil
i) Capital Goods Nil Nil
i) Spare Parts Nil Nil
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D | Value of Component, Stores and Spare Parts Consumed Nil Nil
i) Imported Nil Nil
ii) | Indigenous Nil Nil

2.49 QUANTITATIVE DETAILS INRESPECT OF ENERGY GENERATED & SOLD

Hydro Power:
Licensed Capacity 165 MW 65 MW

2) | Installed Capacity 165 MW 65 MW

3) Actual Generation (million Units) 327.18 MUs 51.11 MUs
2.50 PAYMENTTO AUDITORSINCLUDES: (Rs. in Lacs)
As Auditors
Statutory Auditors (includes revision of fee from the F.Y. 2015-16) 5.62 8.89
Tax Audit 1.00 1.00
Other services (Certification fee) 0.70 0.00
Reimbursement of Expenses 1.51 0.00
Reimbursement of Service Tax 1.46 1.78

TOTAL 10.29 11.67

2,51 DISCLOSURERELATED TO CORPORATE SOCIALRESPONSIBILITY (CSR) AS PERTHE COMPANIES ACT, 2013:

The Group has started commercial operations from the year 2016-17 and has not generated any profits during the year
hence CSRrules are not applicable.

2.52 INFORMATIONINRESPECT OF MICRO AND SMALL ENTERPRISES AS AT 31ST MARCH 2017 AS REQUIRED BY

MICRO, SMALL AND MEDIUMENTERPRISES DEVELOPMENT ACT, 2006: (Rs. in Lacs)
| petials | Yearendedon2017-18 | Vearendedon2016-17 |
a) Amount remaining unpaid to any supplier: Nil Nil
Principal amount Nil Nil
Interest due thereon Nil Nil
b) Amount of interest paid in terms of section 16 of the MSMED
Act along with the amount paid to the suppliers beyond the Nil Nil
appointed day

c) Amount of interest due and payable for the period of delay in
making payment (which have been paid but beyond the appointed
day during the year) but without adding the interest specified
under the MSMED Act

d) Amount of interest accrued and remaining unpaid Nil Nil

Nil Nil

e) Amount of further interest remaining due and payable even in

the succeeding years, until such date when the interest dues as

above are actually paid to the small enterprises, for the purpose Nil Nil
of disallowances as a deductible expenditure under section 23

of MSMED Act.
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2.53 Opening balances/corresponding figures for previous year/period have been re-grouped/re-arranged, wherever
necessary.

2.54 STATUSOFPENDINGINCOMETAXCASES AS ONDATE

i) For the FY. 2007-08 & 2008-09, the cases are pending before Hon'ble High Court of H.P. against the tax
liabilities imposed by the Ld. ITAT Chandigarh, whereas, the Corporation has filed an appeal before Hon'ble
High Court for full Tax exemption u/s 260A of Income Tax Act, 1961.

ii) FortheFY.2009-10,2010-11,2011-12,2012-13 &2013-14, the cases are pending before Hon'ble High Court of
H.P.against the partial relief allowed by the Ld. ITAT Chandigarh, however, the Corporation has filed an appeal
before Hon'ble High Court for full Tax exemption u/s 260A of Income Tax Act, 1961.

iii) FY2014-15,the caseis pending before Hon'ble ITAT, Chandigarh, against the demand raised by the Assessing
OfficerIncomeTax department, Shimlacircle.

iv) FortheFY2015-16,an amountof Rs. 11,05,28,339/- has been deposited as Advance tax (including TDS & TCS)
andRs.29,25,700/- as statutory deposit @20%, against the total demand raised by the AO, Shimla Circle for Rs.
1,46,28,230/-.Corporation has preferred to appeal before CIT (Appeal) Camp at Solan, against the demand
raised by the Assessing Officer. The Appealis yet to be decided by the CIT (Appeal), Camp at Solan.

v) FortheFY 2016-17,an amount of Rs. 6,55,52,279/- has been deposited as Advance tax (including TDS & TCS).
The assessment proceeding is pending with the Assessing Officer of Income Tax authorities.

vi) FortheFY2017-18,anamountofRs.7,55,44,244/- has been deposited as Advance tax (including TDS and TCS)
with Income Tax authorities. The assessment proceedings are pending with the Assessing Officer of Income
Taxauthorities.

vii) For the FY 2018-19, an amount of Rs. 1,71,74,529/-, (Rs. 62,96,381+ Rs. 1,08,74,148) has been deposited as
Advancetax, TDS &TCS. Assessment proceedings by AO are under process.

2.55 ENTRYTAX
The H.P. Excise and taxation department imposed penalty and interest for default in payment of Entry Tax on
material supplied by various contractors. The matter is sub-judice under Appellate Authority-cum-Additional
Excise and Taxation Commissioner, Shimla. The status of which is as given below. However provision for recovery
of same from respective contractors has been created in Books of Accountsinthe F.Y.2017-18: (Rs. in Lacs)

Kashang HEP 126.34 25132 377.66 AppZﬁ;zﬂff::t';guﬂtRETC
Sawra Kuddu HEP 205.00 455.00 660.00 -Do-
Sainj HEP 6.36 44.96 51.32 Decision pending with
Hon’ble High Court of H.P.
Total 337.70 751.28 1,088.98
2.56 TheGroup hasin possession forestland at, SainjHEP, Shongtong HEP, Kashang HEP, Sawra Kudu HEP and Berra Dol

SPP.The Group has not accounted for the cost of the lease hold land in accordance of Govt. of H.P notification No.Rev.-
D(G) 6-69/2011-Il dated 23.01.2016, as the lease deeds with the revenue department in respect of above project's end
are under process and the exactamount of costinvolved is not yet known.

2.57

CHANGE INACCOUNTING POLICY

a) In order to have uniformity across the Group's Projects and to follow a realistic method of apportionment of
common expenses, where acommon GM Office is superintending the activities of more than one projects, Group
has changed the method of apportionment of such common expenses, from charging the expenses on the basis
of power generation capacity to charging the expenses on actual expenditure of the each project as on close of
financial year basis. Effect of same has been taken in the books of Accounts for the F.Y.2017-18.
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b) During the F.Y. 2017-18, the power was sold in energy exchange. As the portion of free power @13%, is not
remitted to Corporation, the amount booked under sale of energy is net of above free power, which is in variance
with the previous financial year, where in the sale of energy was booked at Gross value i.e. inclusive of 13% free
power.

¢) Apportionment of expenditure of Corporate Office and DW SunderNagar:

PreCOD
The Group has apportioned the expenditure net of income of corporate office and Design Wing Sunder Nagar up
to31st August 2016 sinceincorporation of the Groupin the following proportions :-

- 15% ofthe total expenditure to Renuka ji project.

- Rest is apportioned to the remaining projects on the basis of ratio of the capital expenditure incurred on
various projects up to31st August 2016.

Post COD

(I) Expenditure:

The Group has apportioned the expenditure of corporate office and Sunder Nagar (Design Wing) from 1st
September2016to 31st March 2018 in the following proportions :-

- 15%of the total expenditure to Renukaji project.

- In case of Commissioned projects the apportionment has been done in the ratio of Sales (Gross Sales-13% free
power) to Capital outlay.

- Rest is apportioned to the projects which are under construction stage/ Investigation Stage on the basis of
ratio of the capital expenditure incurred by these projects.

(ii) Income Portion:
The Group has apportioned the income of corporate office and Design Wing Sunder Nagar from 01 September
2016to 31st March 2018 in the following proportions:-

- 15%ofthetotalincome to Renuka ji project.

- In case of Commissioned projects the apportionment has been done in the ratio of Sales (Gross Sales-13% free
power) to Capital outlay

- Rest is apportioned to the projects which are under construction stage/ Investigation Stage on the basis of
ratio of the capital expenditure incurred by these projects.

During the year expenditure of Head Office and DW Sunder Nagar, has been apportioned in the ratio of days of the
financial year 209:156 i.e. from 01st April 2017 to 03rd September 2017 and 4th September 2017 to 31st March
2018.

The HPSEB has retained Rs. 13.69 crores from the amount due on account of sale proceeds of power to the Group
against the amount payable on account of Leave salary and pension contribution of their employees deployed on
secondment basis with Group. Group has made required provision for liability on account of Leave salary and
pension contribution of their employees in its books of accounts as on 31.03.2018, However, settlement of
payable &receiveable amounts claimed by both the partiesis being reconciled and shall be settled accordingly.

STATE GOVERNMENTLOAN FORSHONGTONG KARCHAMHEP 450 MW):

The Shongtong Karcham HEP (450MW) being financed by State Government of Himachal Pradesh, through funds
received from ADB and KFW. ADB funding to the project has expired in October 2018. KFW which was funding the
E & M Package, initially temporarily stopped the funding to the State Government, on the basis of the report of
their consultant regarding safety of the barrage structure and now has not renewed the agreement, which
expired in December 2019. Corporation has explored funding of remaining works of the project from the
Commercial Banks.
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DEMAND BY THE PF AUTHORITIES:

The Regional Provident Commissioner, Shimla has raised demand for the period August 2008 to June 2011
amounting to Rs 1.89 Crore on the payment made to the contractors at various units of the Group. The Group has
filed an appeal against the order with Central Government Industrial Tribunal Chandigarh. The Group has shown
theliability as contingentand no accounting entry has been passed in the books of accounts.

INCREASE IN AUTHORIZED CAPITAL

The Group has increased the authorized share capital of the Group from Rs 2,000 crores to Rs 2,500 crores in its
Annual General Meeting held on 28th November 2018.(Refer Note 2.18)

A sum of Rs. 103.24 lacs (excluding Interest) has been shown as recoverable from Gammon India, through
Directorate of Energy, Govt. of H.P. The Amount is still recoverable. Keeping in view that Gammon India /
Directorate of Energy has not yet denied to refund/re-imbursement the same, hence provision for doubtful debt
has not been madein Books of Accounts.

SURVEY AND INVESTIGATION OF KHAB HYDRO ELECTRICPROJECT

No Provision for expenditure of survey and Investigation of Khab Hydro Electric project done by the SJVN which
was allotted to the SJVN earlier by Department of Energy. The Group has communicated to the DoE, GoHP vide
letter dated 22.07.2017 that as PFR prepared by SJIVNL is of no use to Group and fresh planning of Khab HEP has to
be carried out by Group as it was observed that the Khab Dam HEP, as proposed by SJVN, encroaches the domain
of both the upstream and downstream projects, already allotted to other IPP. DoE vide letter dated 31.07.2017
allowed Group to carryout fresh planning of Khab HEP, with domain elevations ranging between El. £2538m to El.
+2325m, after considering the requirement of MoEF guidelines. Accordingly vide HPPCL letter dated 16.05.2018,
informed SJVNL that the PFR of Khab HEP prepared by SIVNL encroaches the domain of other allotted projects,
hence HPPCL has to prepare fresh PFR and therefore, it is not in a position to take into account the expenditure
incurred by SJVNL.Responseis awaited from SJVNL side.

GRANT RECEIVABLE

The Group has shown Rs 5.22 crore as grant receivable from Central Water Commission, Government of India. The
Central Water Commission has sanctioned Rs 12.50 crore to the Group for field survey and investigation and
preparation of Detailed Project report of the Gyspa HEP(300MW). The Central Water Commission has released Rs
5.00 crore to the Group for the above work on 31 March 2012 with the condition that next installment will be paid
on the submission of the DPR of the project. The award for conducting the DPR was allotted and the same was
started by the consultant for preparation of DPR, but could not be completed due to sustained opposition and
hindrance by local people. The Group has incurred expenditure in excess of the amount released by the
authorities and the same has been shown as grant receivable from the Central Water Commission. The Gyspa HEP
has been declared strategically important project and has been declared as“National Project” by Ministry of Water
Resources, Government of India in the year 2009 and the same is covered under Indus Water Treaty 1960. The
Central Water Commission vide their letter dated 12th October 2018, has directed the Principal Secretary (MPP&
Power), Government of Himachal Pradesh, to direct the concerned officials to take appropriate action for
resolving the concern of project affected families so that the survey and investigation work HEP may be
completed and the DPR could be prepared at the earliest. Further in a renewed effort, a Meeting, through Video
Conference was held on 17.10.2019, under the Chairmanship of Chief Secretary to the GoHP. In view of above
developments the excess expenditure over the amount received is being treated as grant receivable from the
concerned authorities. It was decided that the investigation work must be resumed immediately. Towards this
end Dy. Commissioner, Lahaul Spiti, will talk directly to the affected people and address their concerned.
Concerned HPPCL officers shall also meet DC & SP; Lahaul & Spiti who shall extend due helpin starting the work.

The Group is in possession of Land and Buildings at Sarabhai, Thalot and Largi of HPSEB Ltd. (Erstwhile HPSEB
Board) at Sainj HEP. The Joint Committee constituted by both Companies has assessed the value of the said
properties at Rs.45.99 Crores in the Meeting held in the month of August 2012. The properties are in the
possession of the Group; no final decision and sale deed has been executed by both the parties so far. Hence no
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provision for the liability in the Books of Accounts has been made.

However, it is mentioned here that out of the total land under consideration, permission by Revenue Dept. has
been granted to lease out the proposed land in favour of AFCONS Infrastructure Ltd., as per provision of Rule-8 of
H.P. Lease Rules 2013 and Lease (Amendment) Rules, 2016 by HPPCL through executing of a lease agreement /
deed between the parties for the purpose of installation of Stone Crusher on the land, comprised in various Khasra
Numbers to the extent of 36-12-11 Bighas land situated in Village/Mohal Panjam, Tehsil: Balichouki Dist. Mandi
H.P, for a period of 4 years. Deed has been executed. As the cost of land transferred to HPPCL is not yet
determined, hence the same has not been accounted for.

2.66 LOCALAREADEVELOPMENTFUND

2.67

2.68

2.69

2.70

2.71

2.72

Provision of amount payable to LADA fund (as booked in the books of accounts) on account of increase in cost of
the Projects on its commissioning, has been made, however determination of final revised cost of these projectsis
under process.

The Kashang Stage | and Il work was hampered since 2006 as the local people had filed case with the NGT. The NGT
has given the final judgement on 23rd October 2017 with directions to the State Government to consider the
claims of the claimants of the Lippa Village under FRA -2006. The Locals has again filed a petition for stay of transfer
of forestland to the project with the Hon'ble High court of Himachal Pradesh .However the Hon'ble High court has
declined the grant of interim stay oninthe month of January 2019.

No provision of income tax has been made by the Group, as the Group has brought forward losses and
unabsorbed depreciation underincome tax Actand during the yearalso the Group hasincurred losses.

Amount recoverable from contractors includes a sum of ¥ 79.43 crores recoverable from Coastal Projects on
account of works being executed on their risk and cost awarded to M/s HCC Limited. The Lender Banks of the
Contractor have filed liquidation proceedings with NCLT and the Group has filed claim of Rs 334.99 crores against
the contractor. No provision foramount doubtful for recovery has been made, as the matteris pending with NCLT.

STATUS OF THENAKTHANHEP

Nakthan HEP (460MW) was allotted to the Group by the Government of Himachal Pradesh on 22 September 2009
as a Run-of-the- River project on Tosh Nala / Parbati River. The DPR of the project has been approved by the
CWC/CEA/GSI .The CSMRS approval is pending. M/s Sai Engineering Foundation (IPP) to whom Tosh Mini Hydro
Project was allotted has filed application with Hon'ble High Court to appoint an arbitrator for stay of Diversion of
Tosh Water to Nakthan HEP.The Arbitral Tribunal of Ld. Justice Kuldeep Singh has stayed the diversion of waterfor
Nakthan HEP vide order dated 24th July 2015.The Govt has filed objection petition before Hon'ble High Court of
Himachal Pradesh on 06th November 2015. Supplementary objection petition before Hon'ble High Court of
Himachal Pradesh has also been filed by Group on 26th February 2018.The latest hearing held on 22.05.2019 and
rejoinder has been filed in the month of July 2019.

POWERSALE ARRANGEMENTS

In case of Kashang HEP Stage-I, the PPA agreement was in force with HPSEB and expired on 06th May 2018. After
that the Group has made arrangement to sell the power in Energy Exchange through Power Trader, M/s PTC India
Limited.

In case of Sainj HEP the arrangement has been made to sell the power in Energy Exchange through Tata Power
Trading Corporation with effect from 04th September 2017 (i.e. the date of Commissioning of the Project).
Similarly PPA has been signed with HPSEB Ltd., to sell the power being generated by Beradole Solar Power Plant
(5MW) commissioned on 04.01.2019, @ of Rs.4.31/Unit, for 25 Years.

An amount of Rs. 5 Crores has been received as seed money against Kishau Corporation Ltd., from Govt. of HP, as
promoters share during the F.Y 2017-18. The amount shall be disbursed to the Kishau Corporation Ltd. after
receiving properinstructions from Govt. of H.P.
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2.73

2.74

2.75

2.76

2.77

2.78

2.79

2.80

The Govt. of H.P. has allowed deferment of repayment of Loan and Interest till F.Y 2018-19 vide letter No. MPP-C(7)-
1/2017 dated 09.01.2018. However, request has been submitted to GoHP, to further defer the repayment of loan
and interest due as on date and also of the principal amount of loan and interest, which shall become
subsequently due till C.Y. 2024, till the construction of Shongtong Karchham HEP, vide letter No.
HPPCL/F&A/deferment/2019-9668-270 dated 31.08.2019.

In case of Renuka Ji Dam Project (RDP), interstate agreement has been signed by all the beneficiary states on
11.01.2019, in New Delhi. Revised cost estimate of Renuka Ji Dam Project (RDP) on October 2018 (PI), has been
approved by CWC for Rs.6946.99 Crores on 20.02.2019. The matter is pending before Technical Advisory
Committee and shall be further submitted for approval of Central Cabinet Committee of Economic Affairs, Gol.
Once the approval is accorded, funds shall start flowing to the project and shortfall of the expenditure shall be
recovered.

Matter of release of funds for ongoing land acquisition process was taken with Gol. It was intimated that the funds
can be released only after cabinet approval of the project. However no such restriction is there for beneficiary
states. Accordingly, the matter was taken-up with Secretary Upper Yamuna River Board vide letter dated
13.09.2019.The Secretary UYRB has further requested all beneficiary states to provide the funds vide letter dated
24.09.2019.

Advances given to HPSEB Ltd., HPPTCL, I&PH, HPPWD, Fisheries Dept. etc. given against works to be executed on
deposit work basis, could not be settled/capitalized, due to pending utilization Certificates to be received from
these Depts./Corporations.

Disclosure of Major Changes in existing Contracts/Agreements during the period: 1) Geological Investigation on
the right bank slop on Shongtong Karchham HEP with No variation in contract amount, 2) Enhancement in
contractamount by EURO 59016.79 due to inclusion of withholding Tax 3) Continuation of consultancy services of
Accompanying theinvestigations on the Barrage Right bank Slop of Shontong Karchham HEP with no variationin
contract amount 4) Basic concept for protection of barrage against sliding right bank slop with no variation in
contractamount.

The Enforcement Directorate vide Provisional Attachment Order 03/2017 dated 29/12/2017 (F No ECIR/ 02/
54520/2 014/07 / 7537) dated 29/12/2017, has attached the assets of the Himachal Emta Private Limited (a Joint
Venture Group) , amounting to Rs. 2.59 crores. At present the case is pending in the Hon'ble Supreme Court of
India.

As per Hydro Generation Tariff Regulation 20, on Depreciation (given in the Appendix of Depreciation Schedule),
of HPERC Notification No. HPERC/Gen/479 dated1st April 2011, investment in land, cost of clearing the site and
land for reservoir in case of Hydro Generation Station of Land under lease is to be capitalized and depreciation
@3.34%. Land under full ownership is not required to be depreciated. In case of this Corporation, Reservoir/Dam,
is being constructed in Renukaji HEP only and the land so far acquired is under the full ownership of the
Corporation, hence the depreciation has not been provided on the cost of land nor the trees and structures on
suchfree holdland.

Shares to GoHP, against the share application money received on 29.03.2018, could not be issued immediately i.e.
till 31.03.2018, but the same were issued in the next financial year when the BoD Meeting was held. Further shares
were also issued to GoHP for Rs. 74.25 Crores and Rs. 49.50 Crores on dated 20.08.2019 and 03.12.2019,
respectively. However return with respect to same could not be filed with RoC, due to tagging of Group as“ACTIVE
Non-compliant’, pursuant to the Companies (Incorporation) Amendment Rules 2019.

The Group has changed the accounting policy in respect of Charging of expenditure of Corporate office and
SunderNagar Design wing during the year review:-

New Policy: Apportionment of common expenditure of Corporate Office and Sunder Nagar for projects which
are commissioned in the ratio of sales to the Capital Outlay of the Project.
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Old Policy: Apportionment of common expenditure of Corporate Office and Sunder Nagar for projects which are
commissioned in the ratio of Total expenditure incurred to Fixed assets cost except cost of land. The effect of such
changes has beentakenin the books of accounts.

2.81 While operating the sluice valves in Silt flushing drift at BR-l on 25.07.2018, due to the high velocity of water from
the outlet of SFT, some portion of SFT, and land/property of forest department was damaged. The DFO, Kinnaur
vide letter no. 6134 dated 11.09.2018 and No. 6479 dated 03.10.2018, submitted the claim of damage to the tune
of Rs. 1,56,41,559/- and Rs. 16,27,26,778/-, respectively on account of damages of deodar/chilgoza trees and
catchmentarea of forestland.

HPPCL management during the meeting held with DFO, Kinnaur on 11.07.2019, has agreed to take up the matter
of restoration of damages in phased manner after completing all formalities, such as, designing, estimation &
statutory clearances from all quarter concerned. The case for diversion of said forest land was initiated by the
HPPCL under FCA, hence, the provision of above amount was also not kept during the FY 2018-19, as the case shall
be regulated under the FCA, for which cost of land under diversion shall be intimated by the forest department
later on. Further, during the meeting under the chairmanship of Chief Secretary to GoHP, with District
administration and forest department on 17.10.2019, it was agreed by the forest department to withdraw the
claim of 19.00 cr.as HPPCL will restore the damages at their own.

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

For Anil Karol and Company
Chartered Accountants
FRN No. 4816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07-02-2020 Membership No. 098287
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G Anil Karol and Company
- Chartered Accountants

INDEPENDENT AUDITOR'S REPORT

To
The Members of HIMACHAL PRADESH POWER CORPORATION Limited
Reportonthe Consolidated Ind AS Financial Statements

We have audited the accompanying Consolidated Ind. AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED ('the Holding Company'), and its jointly controlled entities (the Company and its joint ventures
are together referred to as "the Group”) which comprise the Consolidated Balance Sheet as at 31st March 2018, the
Consolidated Statement of Profit and Loss (including Other Comprehensive Income), the Consolidated statement Cash
Flow and Consolidated Statement of changes in Equity for the year then ended, and a summary of consolidated
significant accounting policies and other explanatory information (hereinafter referred to as “the Consolidated Ind AS
Financial Statements”)

Management's Responsibility for the Consolidated Ind AS Financial Statements

The Holding Company's Board of Directors is responsible for the matters stated in Section 134 (5) of the Companies Act,
2013 ("the Act") with respect to the preparation of these Consolidated financial statements that give a true and fair view
of the consolidated financial position, consolidated financial performance including other comprehensive income and
consolidated cash flows and consolidated statement of changes in equity of the Group and jointly controlled entities in
accordance with the accounting principles generally accepted in India, including the Indian Accounting Standards (Ind
AS) specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014. The respective
Board of Directors of the companies included in the Group are responsible for maintenance of adequate accounting
records in accordance with the provisions of the Act for safeguarding the assets of the Group and for preventing and
detecting frauds and other irregularities; the selection and application of appropriate accounting policies; making
judgments and estimates that are reasonable and prudent; and the design, implementation and maintenance of
adequate internal financial controls, that were operating effectively for ensuring the accuracy and completeness of the
accounting records, relevant to the preparation and presentation of the financial statements that give a true and fair
view and are free from material misstatement, whether due to fraud or error, which have been used for the purpose of
preparation of the consolidated Ind AS financial statements by the Directors of the Group Company, as aforesaid.

Auditor's Responsibility
Ourresponsibility is to express an opinion on these consolidated Ind AS financial statements based on our audit.

We have taken into account the provisions of the Act, the accounting and auditing standards and matters which are
required tobeincludedinthe auditreportunder the provisions of the Actand the Rules made there under.

We conducted our audit in accordance with the Standards on Auditing specified under section 143(10) of the Act. 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 involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated Ind AS financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the consolidated Ind AS financial statements, whether due to fraud
or error. In making those risk assessments, the auditor considers internal financial control relevant to the Group
Company's preparation of the consolidated Ind AS financial statements that give a true & fair view in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on whether
the Holding Company has in place an adequate internal financial controls system over financial reporting and the

Head Office:- First Floor, 77 Lower Bazaar Shimla-171001. Tel:- 0177-2657882, Mob:- 9418152278 and 9805194077, Email:- akcoshimla@gmail.com
Branch Office:- 13/20, Second Floor, East Patel Nagar, New Delhi. Tel:- 011 25864141 and 25863755, Email:- dmbhatia@akcindia.com
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operating effectiveness of such controls. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of the accounting estimates made by the Holding Company's Directors, as well as
evaluating the overall presentation of the consolidated Ind AS financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our qualified
auditopinionthe Consolidated Ind AS financial statements.

Basis for Qualified Opinion

1. PropertyPlantand Equipment Note 2.1

i) We invite attention to Note No 2.56 wherein its stated that the Group has possession of forest land at, Sainj HEP,
Shongtong HEP, Kashang HEP and Sawra Kuddu and no provision has been made as the amount of lease has not
beenascertained. In the absence of information, we are unable to comment on the same.

ii) We Invite attention to Note no 2.65 where in the Group has not accounted for the cost of the Land and Buildings of
HPSEB Limited amounting to Rs. 4,599 lakhs. In our Opinion the Property Plant and Equipment are understated to
the extent of above and correspondingly the other Current Financial Liabilities are also understated to the extent
ofabove.

iii) The Shongtong Unit has not bifurcated the cost of free hold land the details of the which isas under:-

1. Land 2,20,28,726.00
2. Trees 51,82,644.00
3. Structure 1,06,23,413.00

Total 3,78,34,783.00

The Group should show the costs other then land separately so that they can be depreciated separately on the
commissioning of the project on the basis of the useful life of the main assets.

iv) The Renukaji HEP has accounted for Rs. 31,911 Lacs on account of compensation paid for the land. The Himachal
Pradesh Electricity Regulatory Commission Hydro Generation Tariff Regulation Depreciation @ 3.34% is leviable
onsubmerged Land.The HP CAGissued comment on the samein the Supplementary audit for the year2016-17.

The Group has shown Rs. 19,564 Lacs under the Capital work in progress which has to be shown under Free hold
Land. In our opinion the Free hold land is understated and CWIP Submerged land is overstated to that extant. The
Group has not charged the depreciation as per the comment issued by the CAG. Thus the Group has not charged
depreciation for the 2016-17 and 2017-18 amounting to Rs. 2,200 lakhs during the year under review. In our
opinion the Property Plant and Equipment is overstated and Capital work in Progress in understated to that
extant.

v) The Renukaji HEP has paid Rs. 5,364 Lakhs on account of compensation paid for trees and Structures. The CAGin
their supplementary audit report for the year 2016-17 has commented that Rs. 785 Lacs has been less charged on
the above and the Property Plantand Equipment is overstated to the extant of above and Capital Work in progress
is understated to that extent. The Group has not accounted for the same in the financial statements and no
further details has been provided in respect of depreciation to be charged on theabove.

The Qualification of the CAG for the year 2016-17 has been considered in this report

vi) The Sainj HEP while capitalising the Interest paid on State Government Loans at the time of COD has apportioned
Rs. 4,202 lacs to Electrical Equipment's instead of Rs. 7,298 lacs. Thus cost of Electrical Mechanical works is under
stated to the extant of Rs. 3,097 lacs.

vii) The Group is showing the opening Depreciation of certain assets at negative value for which noinformation and
explanations has been provided to us. Thefollowing are the details of the same.

Plant (currently for Water Treatment) -1.53
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Office Machinery (like Lab, Fire, Safety) -37.72

Electronics & Electrical Items -119.85

Furniture & Fixtures -97.63
Computers & Data Processing Machines -37.72
Vehicles -10.54
Helipad -8.70
Bridges & Culverts -2.30
Server and Networks -151.84
Roads -2,349.25

Inthe absence ofinformation we are unable to comment on the same.

2. CapitalWorkinProgress2.2

I) The Group has started using the following assets at the project sites but the following has not been put to use for

want of completion certificate from the concerned departments of the Group. (Amount in Lacs)

\[o))] Roads, Project
Project Unit R;‘:ﬁde:‘t'al Residential | Bridges & Civil Con; L Gl Total
9 Building Culverts Works OWEK

Sundernagar

Sawra Kuddu HEP 14 = - - 58 72
Kashang HEP - - - 28 = 28
Sainj HEP - 2 - - - 2

Renukaji Dam Project - - = = - -

Shongtong HEP - = - - 39 39
Gyspa HEP 8 99 6 _ _ 114
Beradol 113

I R B T N TR N

In our opinion the Capital Workin Progress are overstated to the extent above and the Property Plantand Equipment
are understated to the extent of above. The Impact of the depreciation on the above cannot be quantified in the
absence of theinformation.

ii) The Group has adopted for exemption under IND AS regarding deemed cost for Property, Plant and Equipment
and adjusted the accumulated depreciation as on 1st April 2015 with the cost as on that date. It has been observed
that the Group has reinstated the depreciation of the assets by changing the Accounting Policy up to 31st March
2016 as per GAAP and while applying the exemption under IND AS the depreciation charged up to 1st April 2015
i.e., the depreciation as per previous Accounting Policy has to be adjusted. In our opinion the Accumulated
Depreciation up to 1st April 2015 should have been adjusted with the Revised Accounting Policy of the Group i.e.
on the basis of the HPREC depreciation Rate. No Information is respect of the same has been provided to us. In the
absence of the information we are unable to commenton the same.

iii) We Invite attention to Note No. 2.70 where in it is stated that the Court case has been filed by the Toss Mini Hydel
Project in the Hon'ble High Court of Himachal Pradesh against the Government of Himachal Pradesh. The matter
is still under litigation and may have impact on the Development of the Project.
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iv) The Shongtong unit project work was hampered by the labour strike of the M/s Patel Engineering from 14th
March 2016 to 20th December 2016 during the year 2016-17. During the year under review the work was
hampered during the period 18th Apirl 2017 to 3rd August 2017.The following are the details of the same:-

I T T T

18-04-2017 17-05-2017 29.00 Worker Strike
2. 18-05-2017 20-07-2017 63.00 Lay Off
3. 21-07-2017 03-08-2017 13.00 Labour not available
Total 105.00 r

The Unit has charged the interest on loan during the period to Capital Work in progress which has to be charged to

the Profit and loss account. No Information in respect of the interest debited to the capital work in progress during

the strike period has been provided by the unit to us. In the absence of the information we are unable to comment on

the same.

v) The Shongtong unit has charged the progressive payments made to AHIPL to the capital workin progress account
whereas the supplier is raising the invoices afterwards by adjusting the progressive payments in there invoices
proportionately. Thefollowing are the details of the progressive payments made to the party:-

o e e s s

1st Progressive payment 07-04-2016 15,06,05,000.00 56,58,000.00 2,39,53,000.00 18,02,16,000.00

2nd Progressive payment 13-05-2016  15,06,05,000.00 57,04,000.00  2,40,87,000.00 18,03,96,000.00

3rd Progressive payment  31-03-2017  15,06,05,000.00 46,74,000.00 2,43,64,000.00 17,96,43,000.00

- 45,18,15,000.00( 1,60,36,000.00 | 7,24,04,000.00 | 54,02,55,000.00

The progressive payments made are in nature of the advance paid to the party on the basis of the value of the
contract and has to be adjusted with the invoices to be raised by the supplier in future. In our Opinion the
Advancetothe Supplieris understated and the Capital workin Progressis overstated to that extent.

We invite attention to the Note 1.11 regarding accounting policy in respect of treatment of foreign currency
transactions which has not been followed by the Group. The Advance also includes foreign exchange
components for which no adjustments has been made in the books as per the requirements of the Ind AS 21 The
Effects on change in foreign exchange Rates applicable to the Group. In the absence of the information we are
unabletocommentonthesame.

vi) The Sainj Unit has paid Entry Tax amounting to Rs. 544 lakhs from September 2010 to December 2016 to HCC
Limited. As per the Himachal Pradesh Entry Act 2010 the dealer paying the entry tax is entitled to take the credit of
the entry taxand adjust the same with the Vat Liability of the Dealer which the dealer has claimed in the Vat return
filed by the contractor to the concerned Assessing Authorities. Thus, the dealer was not entitled to claim the entry
tax which was adjusted by dealer towards its Vat Liability. Thus CWIP Project Electro Mechanical works is
overstated to the extent of Rs. 544 lakhs and other current assets are understated to that extent.

vii) The Kashang Unit has charged interest paid on PFC loan of Rs. 3,000 lakhs transferred from HPSEB at the time of
transfer of assets and liabilities from the HPSEB of the Kashang Unit to the Expenditure under Construction. It has
been observed that at the time of transfer of assets from Kashang Unit from HPSEB a sum of Rs. 1,392 lakhs has
been used for construction of Transmission Lines at Kashang HEP. During the year 2010-11 the Kashang unit has
transferred all cost of the Transmission Lines amounting to Rs. 6,585 lakhs back to the HPSEB Limited. Further It
has been observed that at the time of transfer of transmission lines the loan component of the PFC utilised on the
construction of Transmission lines has not been transferred to the HPSEB Limited and further a sum of Rs. 871
lakhs has been paid as interest on the above loan by the Group till 31st March 2017 to the PFC. Thus, a sum of Rs.
871 Lakhs is recoverable from HPSEB Limited on account interest paid to PFC on transmission lines transferred
back to HPSEB. In our opinion Property Plant and Equipment are overstated to the extent of Rs. 871 Lakhs and the
other currentassets are understated to the extent ofabove.

211




HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

w1
POWER CORPORATION LTD.

viii) The work at Kashang lland lll (KK LinkLine) was stopped by the contractor since 30.09.2014 and the interest paid
on loan has been charged to the expenditure under construction. Further the unit has paid interest free
mobilisation advance to the contractoramounting to Rs. 945 Lakhsfor which the recovery has not been started as
the 30% work has not been completed. The Interest component of the loan payable to state govt loan should be
charged to Profit and Loss Account as per the requirements of the Ind AS 23 Borrowing Cost No Information in
respect of the interest to be charged to Profit and Loss account has been provided to us. In the absence of
information, we are unable to comment on the same.

ix) The Sainj HEP has capitalised the cost of employees till the date of Synchronisation i.e. 30th June 2017 and after
that the employee cost has been charged to Profit and Loss Account. The water availability for both the units was
available since 15/04/2017 and the Mechanical Spinning was done for the Unit | on 25/04/2017 thus the
construction of the project was completed on 15th April 2017.Thus Employee cost up to 15th April 2017 has to be
capitalised and after that the same has to be charged to the Profit and Loss Account. The Sainj HEP has capitalised
Rs. 151 lacs as employee cost till 30th June 2017 . The cost has to be capitalised till 15thApirl 2017 when the project
was complete which comestoRs. 26 lacs. Thus expenditure to the tune of Rs. 125 lacs is understated.

x) The Group has granted EOT of the Shongtong HEP for civil works till 31st March 2024 with no delay Damages in
the 68th Board Meeting on 24th April 2019 No disclosure for the same has been madein the notes to accounts.

xi) Stoppage of workat Kashang2and 3
We Invite attention to Note No.2.67 where inits stated that the work at Kashang Stage 2 and 3 has been pendingin

the NGT and the final outcome may have animpact on the Construction of the Kashang Stage 2 and 3.Till thefinal
decision of the NGT we are unable to comment on the same

xii) Stoppage of work at Sawra Kuddu

The Adit Work allotted to Patel Engineering was stopped by the contractor and the advance given to the
contractorwasinterest bearing.The Contractor has not paid the interest component on the advance.
xiii) Apportionment of Corporate and Sunder Nagar (Design Wing) Expenses to Renukaji Project

The Group has apportioned 15% of the total expenditure of Corporate Office and Sunder Nagar Design Office to
Renukaji Project vide Managing Directors Office Order Note dated 10/11/2017 during the year under 2016-17. It
has been observed that during previous year for Renukaji HEP where only expenditure of 3% of the total cost of
the Fixed Assets and CWIP has been incurred by the Group till 31st August 2016 on the project,15 % of the total
expenditure of Corporate Office and Sunder Nagar (Design Wing Expenses) since incorporation of the Group has
been apportioned to the unit and rest has been allocated to the other units in the proportion of capital
expenditureincurred by the remaining units. The above apportionment ratio has not been approved by the Board
of Directors of the Group. The allocation percentage and ratio adopted by the Group is also not in compliance to
accounting policy of the Group mentioned at Note no 1.6 (g) The Group has provided no justification for
approving the percentage of 15% for allocation of corporate office and Sunder Nagar expenditure to Renukaji
HEP. In our opinion the apportionment of expenditure to Renukaji @ 15% is not justifiable and thus Rs. 1,948 Lakhs
has been excess allocated during the year 2016-2017 to the Renukaji and same has been less allocated to other
units. This has resulted in less apportionment of the expenditure to the generating unit i.e. Kashang Stage | and
Sainj HEP and may affect the depreciation charged during the year by the Kashang Stage | and Sainj HEP. In the
absence of the information we are not able to comment on the less amount of depreciation charged after COD
period by the Kashang Stage | and Sainj HEP

Fixed Assests Costup to31st August2016
(Amount in Lacs)

Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost
Power Project less land cost of total Cost| Allocated Allocated

Sawra Kuddu 113,082 29.39 4,840 4,249

Kashang | 73,532 19.11 3,147 2,763 384

Kashang Il 32,532 8.46 1,392 1,222 170
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Kashang llI - = - = =
Sainj 102,681 26.69 4,395 3,858 537
Renukaji 12,206 3.17 522 2,470 -1,948
Shongtong 43,343 11.27 1,855 1,629 227
Chirgaon Majhgaon 969 0.25 41 36 5
Triveni Mahadev 598 0.16 26 22 3
Thana Plaun 1,483 0.39 63 56 8
Nakhtan 1,781 0.46 76 67 9
Gyspa Dam 919 0.24 39 35 5
Surgani Sundla 992 0.26 42 37 5
Deothal Chanju 137 0.04 6 5 1
Chanju lll 362 0.09 15 14 2
Berra Dol 107 0.03 5 4 1
Sunni Dam

Sub Total 384,723 100.00 16,466 16,466 n

The Group during the year under review has also adopted the same method of apportionment and the following
arethe details of appropriations made during the year:-

Appropriations made up to 03rd September 2017

Fixed Assets Costup to31st March2017 (Amount in Lacs)
Power Project less land cost of total Cost| Allocated Allocated

Sawra Kuddu 1,30,911

Sainj 1,20,446 35 276 243 33
Renukaji 13,815 4 32 122 -90
Shongtong 55,749 16 128 113 15
Chirgaon Majhgaon 1,030 0 2 2 0
Triveni Mahadev 644 0 1 1 0
Thana Plaun 1,866 1 4 4 1
Nakhtan 1,985 1 5 4 1
Gyspa Dam 1,846 1 4 4 1
Surgani Sundla 1,101 0 3 2 0
Deothal Chanju 360 0 1 1 0
Chaniju lll 610 0 1 1 0
Berra Dol 306 0 1 1 0
Kashang Il 14,379 4 4

subTota T I T N N

213




§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2017-2018

POWER CORPORATION LTD.

Appropriations made after 03rd September 2017

Fixed Assets Cost up to 03/09/2017 (Amount in Lacs)
Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost

Sawra Kuddu 1,41,342

Renukaji 13,846 5 59 163 -104
Shongtong 69,074 27 294 264 30
Chirgaon Majhgaon 1,053 0 4 4 0
Triveni Mahadev 646 0 3 2 0
Thana Plaun 2,120 1 9 8 1
Nakhtan 2,063 1 9 8 1
Gyspa Dam 1,019 0 4 4 0
Surgani Sundla 1,287 1 5 5 1
Deothal Chanju 372 0 2 1 0
Chanju lll 733 0 3 3 0
Berra Dol 2,784 1 12 11 1
Kashang Il 17,666

Sub Total 2,54,004 “ 1,080 1,080 n

In our opinion the apportionment of expenditure to renukaji @ 15% s not justifiable and thus Rs. 194 Lakhs has been
excess allocated during the year 2017-2018 to the renukaji and same has been less allocated to other units. This has
resulted in less apportionment of the expenditure to the generating uniti.e. Kashang Stage | and Sainj HEP and may
affect the depreciation charged during the year by the Kashang Stage | and Sainj HEP. In the absence of the
information we are not able to comment on the less amount of depreciation charged after COD period by the
Kashang Stage land Sainj HEP.

We Would further like to submit that no confirmations from the participating states and the central government has
been provided to us for the inclusion of above expenditure towards the cost of the Project. In the absence of
confirmations we are unable comment on the recoverability of the expenditure from the participating states and
central government.

3 Non-CurrentinvestmentNote 2.5
[) We invite attention to Note No.2.43(i), the Group has made an investment of Rs. 337.50 Lac (previous year Rs.
337.50 Lakhs) in the equity of Himachal EMTA Power Limited (HEPL) which has been established as Group's joint
venture with EMTA for setting up a (2¥250 MW) thermal power plant. The Group has 50% equity participation in
HEPL.The Government of India has allotted coal block to Himachal EMTA Power Limited and JSW Steal Limited for
which another JointVenture has been madein the Name of Gourangdih Coal Limited.

“The Hon'ble Supreme Court of India (SC) on 25/08/2014 and 24/09/2014 ordered that the allotment of the coal block
made by the screening committee of the Government of India through the government dispensation route are
arbitrary and illegal thus the Gouragdih Coal Block allotted to Himachal EMTA Power Limited and JSW Steel Limited
has been cancelled.”

ii) The Group has made provision for doubtful investments amounting to Rs. 337.50 lakhs during the year under
review.
iii) The Group Independent auditors of Gourangdih Coal Limited raised concern in respect of preparing the Financial
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Statements on the basis of Going Concern Concept and under Historical Cost Convention due to deallocation of
the Coal Blocks by the decision of the Supreme Court during the year under review.

iv) We invite attention to note 2.77 where in the Enforcement Directorate has attached the assets of the Himachal

Emta Private Limited amounting toRs.259 Lacs.

4 OtherNon-CurrentFinancial AssetsNote2.10

i)

The Chirgaon Unitis showing a sum of Rs. 5 Lakhs as amount paid to LAO for purchase of land. The accounting unit
was transferred from erstwhile Board (HPSEB). The payment was made by the LAO of the HPSEB and the land is in
the name of HPSEB. The unit was transferred from the erstwhile HPSEB and the advance account of the LAO is
being carried forward by the unitas advance and the land is in the possession of the Corporation.The Unit has not
changed the name of the ownership of the corporation in the revenue records nor has adjusted the advance
account.In ouropinion the Group is entitled for title of the land once the award has been ordered by the LAO and
land legally vests with the Group. Thus, Other Non-Current Financial Assets are overstated to the extent of above
and correspondingly the Property Plantand Equipment is understated to the extent of above.

ii) The Shongtong HEP, has paid Rs. 45.31 Lakhs (previous year Rs. 44 Lakhs) to land owners for acquisition of land

iiii)

measuring 0.1702 hectare, for the project, at the time of mutation it is found that the same land was already
acquired by HPPWD. The amount is doubtful for recovery as the amount has not been recovered from the land
ownersand a provision for the sameis required. In our opinion Other Non-Current Financial Assets is overstated to
the extentof above and consequently the expenditure is understated to the extent of above.

We invite attention to Note No 2.69 where in it is stated that the amount recoverable from contractors includes a
sum of Rs. 7,943 lakhs (previous year Rs. 5,451 lakhs) recoverable from Coastal Projects on account of risk and cost.
The contract with the contractor was terminated in the year 2013 and the same was awarded to M/s HCC Limited
The amount paid to HCC Limited on account extra cost has been shown as recoverable from Coastal Projects. The
amount is doubtful of recovery from the Coastal Projects as there is no agreement with the party to recover the
money as the contract with the party has already been terminated since 2013. The Group has gone into
liquidation as the lender banks of the contractor has filed liquidation petition with NCLT and the amount is
doubtful of recovery.

In our opinion the amount should be charged to Capital Work in progress as part of the cost. Thus, Other Non-
Current Financial Assets are overstated to the extent of above and Capital Work in progress is understated to the
extentofabove.

The non charging of the above cost to the CWIP will result in under apportionment of the common cost of the
Corporate Office and Sundernagar Design wing. No Information in respect of the same has been provide to us. In
theabsence of information we are unable to comment on the same.

Further the Group has filed a claim of Rs. 33,499 Lakhs with the NCLT against the Coastal Projects Limited as the
Group has gone into liquidation. No Details in respect of the same has been provided to us. In the absence of the
information we are unable tocomment on the same.

iv) We invite attention to Note No 2.62 where in it is stated that the Group has not made a provision for Rs. 103 lakhs

(Previous Year Rs.103 Lakhs) recoverable from Gammon India since 2013 through Directorate of Energy. The
amount has to be recovered along with interest of 10% per annum. The amount has not been recovered till the
date of auditand the sameis doubtful of recovery hence provision for doubtful advance is required. In our opinion
the Non-Current Financial Assets are overstated to the extent of above and Expenditure are understated to the
extentofabove.

v) The Renukaji HEP has deposited Rs. 186.42 lacs with HPSEB for deposit work. The HPSEB has fully utilised the

advance and given the Utilisation certificate to the Group. However the Group has not capitalised the assets. In
our opinion the other Non-Current Financial Assets are overstated to the extent of above and Capital work in
progressis understated to the extent of above.

vi) The Capital Work in Progress of includes excise duty reimbursed to the contractors by the Group which is

exempted as per the notification No. 108/95-CE, dated 28.08.1995, which provides that the goods supplied to
projects, financed by the World Bank, Asian Development Bank or any International Organisation, and approved
by the Govt of India, shall be exempted from the whole of the excise duty / additional excise duty leviable thereon.
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The Group has accounted for the expenditure in capital Work in progress by way of the reimbursement of the
same to the contractor amounting to Rs. 609 lakhs. The Group has shown the above amount as recoverable from
the Contractor during the year under review. The Group has recovered only Rs. 476 lakhs (previous year Rs. 306
Lakhs) from the contractor till the close of the financial year of the audit.
vii) GrantReceivable

We invite attention to Note No 2.64 where in it is stated that Group is showing Rs. 488 lakhs(previous year Rs. 442
lakhs) as recoverable grant from the Central Government on account DPR and Investigation Expenses. The
Government of India has approved Rs. 1,250 Lakhs for survey and investigation of the project and paid Rs. 500
Lakhs as advance and the rest of the amount is to be paid on the submission of the DPR.The work of the DPRis not
completed since 2012 due to sustained opposition to the project by local people. The Central Government has
stayed the further payment of the grant until the submission of the DPR.The grant recoverable shown is not as per
para 7 and 8 of the Indian Accounting Standard (Ind as) 20 Accounting for Government Grants and Disclosures
thereof which states that:-

“7 Government grants, including non-monetary grants at fair value, shall not be recognised until there is
reasonable assurance that:

(a) the entity will comply with the conditions attaching to them; and
(b) the grants will be received.

8 A government grant is not recognised until there is reasonable assurance that the entity will comply with
the conditions attaching to it, and that the entity will comply with conditions attaching to it,and that the grant
will bereceived. Receipt of a grant does not of itself provide conclusive evidence that the conditions attaching
tothe grant have been or will be fulfilled.”

The grantrecoverableis notas perthe applicable IND as 20 and the contention of the Group is that as the projectis
of National importance and the concerned ministry is continuously pursuing the matter with the State
Government and directing the Group to take appropriate action to resolve the issue with the affected families so
that the survey investigation work may be completed at the earliest. In our opinion the continuous monitoring of
the project by the ministry and the Central Government and further directions to resolve the issue with effected
families at the earliest is a sufficient compliance for the condition attached to the grant as per the requirement of
IND as 20.

viii) The Shongtong unitis showing following advances to the contractors the recoverability of the same is dependent
on the completion of the project and the same has not been discounted and shown as per the fair value as
required by IND AS 113. In the absence of information, we are unable to comment on the same (Please also refer

Note 2.47).Thefollowing are details of the advances (Amount in Lacs)
I T T
Patel Engineering 5,143.00 5,236.97
Andtriz Hydro 3,155.00 3,708.74

ix) The Shongtong unit has given advance of Rs. 100 lacs ( Previous Year Rs. 50 lakhs) to IPH Khwangi for irrigation
scheme and the same has not been charged to expenditure during construction. In our opinion the Non-Current
Financial Assets are overstated to the extent of above and CWIP are understated to the extent of above.

x) The Shongtong unit has given advance of Rs. 10 lakhs and Rs. 25 lakhs to HPPWD on 04th October 2013 and 07th
December 2016 and the same has not been charged to expenditure during construction as the as the work has
been completed before the finalisation of the Balance sheet. In our opinion the Non-Current Financial Assets are
overstated to the extent of Rs. 35 lakhs and CWIP are understated to the extent of above.

xi) The Shongtong unit is showing advance of Rs. 154 lacs( Previous YearRs. 200 lakhs) to HPSEB as on 31st March
2018. Asthe advance will not be recovered from the agencies and assets are being used by the corporation the
same should be capitalised. In our opinion the Non-Current Financial Assets are overstated to the extent of Rs. 154
lakhs and CWIP are understated to the extent of above.
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xii) The Sawra Kuddu HEP is showing a sum of Rs. 714 lakhs (Rs. 1,186 lakhs) as Deposit Work Paid which has not been
capitalised for want of utilisation certificates from the executing agencies. As the advance will not be recovered
fromthe agencies and assets are being used by the corporation the same should be capitalised. In our opinion the
Non-Current Financial Assets are overstated to the extent of Rs. 714 lakhs and CWIP are understated to the extent
ofabove.

xiii) The Beradol Unit has not capitalised the Advance amounting to Rs. 15 Lacs during the year under review as the
advanceis of nonrecoverable nature.Thus the Other Non Current Assets are overstated to the extant of above.

xiv) The Chanju lll has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 17 lakhs.
Thus the Other Non Current Assets are overstated to the extant of above.

xv) The Deothal Chanju has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 13.00
lakhs. Thus the Other Non Current Assets are overstated to the extant of above.

xvi) The Sainj Unit has not capitalised the advance to HPPTCL Rs. 500 lakhs. Thus the Other Non Current Assets are
overstated to the extant of above.The Consequential Depreciation on the above assetis understated to the extant
of Rs.15 Lacs during the yearunderreview.

xvii) The Sainj unit has given advance against the retention money to HCC limited amounting to Rs. 450 Lacs. The
Contractor has not paid the Advance and the interest due on the same. Thus advance to Contractor and Retention
money is overstated to the extant of above.

xviii) The Sainj unit has paid Rs. 50 Lacs to HP Fisheries Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been capitalised. Thus the Other Non Current Assets are
overstated to the extantofabove.

xix) The Sainj unit has paid Rs.10 Lacs to State Pollution Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been capitalised. Thus the Other Non Current Assets are
overstated to the extantof above.

xx) The Sainj unit has shown Rs. 9 Lacs as recoverable from DOE on account of LADF charges paid on Infirm Power.The
amount is not recovered till date and provision for the same is required. Thus the Other Non Current Assets are
overstated to the extant of above and expenditure is understated to that extant.

xxi) The Sainj unit has shown Rs. 71 Lacs as interest recoverable from HCC on account of advance given against
retention money. The Party has not repaid the amount of advance and nor the interest on the same has been paid
back hence provision for the same is required. Thus the Other Non Current Assets are overstated to the extant of
above and expenditure is understated to that extant.

xxii) The Kashang unit has not capitalised the Advance given to HPPWD amounting to Rs. 15 lacs. Thus the Other Non
Current Assets are overstated to that extant.

(xxiii) The Sawra Kuddu Unit has debited Rs. 41 lakhs to Patel Engineering on account of Risk and award cost of the work
done.The contractor has not paid the amount till date. Thus Provision for non recoverability of amount s required.
Thus Other Non Current Assets are overstated to that extant.

(xxiv) The Sawra Kuddu Unit has shown a Sum of Rs. 665.00 Lacs as amount recoverable on account interest and penalty
on entry Tax. The contractor has not paid the amount till date. Thus Other Non Current Assets are overstated to
thatextant.

(xxv) We invite attention to note no 2.62(b) where no provision has been made as the proposal has been sent to the
BOD for writing off theamount.

5 TradeReceivablesNote2.12

I) The Kashang Unitis showing Rs. 103 lakhs(previous year Rs. 73 lakhs) as amount recoverable from HPSEB Limited
on account of Late payment surcharge which has not been accepted by the party and the same amount has not
been paid by the customer till date and only sale of power is being paid by the party. In our opinion the amount
recoverable is overstated and a provision for amount doubtful for recovery is required. Thus, Trade receivable is
overstated to the extent of above and the expenditure is understated to the extent of above.

ii) We invite attention to Note No 2.58 wherein it is stated that HPSEB Limited has retained Rs. 1369 Lakhs (Previous
Year Rs. 1,369 lakhs) asamount due on account of Leave salary and pension contribution of employees appointed
on secondment basis with the Group. In our opinion the trade receivables are overstated to the extent of above

PAVS
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andalsotheliabilities are overstated to that extant.

6 OtherCurrentAssetsNote2.18

i) The Sawra Kuddu unit has not shown the amount recoverable from Patel Engineering on account of recovery of
concrete cutting amounting to Rs. 84 lakhs. In our opinion the other Current Assets are understated to the extent
of above and CWIP is overstated to the extent ofabove.

7 Non-CurrentOtherFinancial Liabilities Note 2.21
i) LongTerm Borrowings

The Group has taken loan from the State Government for construction of Hydro projects. The Group has not paid
the Instalment and interest on the State Government loans. The State Government has provided deferment of
loan and interest for the amount accrued up to January 2017 till FY 2018-19. The instalment interest due after
January 2017 till the close of the has not been paid by the Group to the state Government. We Invite attention to
Note 2.73 where in the Group has made the request for the deferment of Instalment and loan to State
Government however no confirmation from the State Government has been received till finalisation of the report.
In our opinion the Group has defaulted in payment of instalments and interest to the state government holding
29% of the equity. However there is no other default in payment of loan and interest to any other Financial
institutions/Banks.

ii) The Long-term Liabilities includes EMD, Retention Money and Security Deposits pending since inception of
projects and the same has not been paid till the close of the year. The Internal control in respect of them is very
weak and should be strengthened and the liabilities should be assessed at fresh and should be charged to
revenuein appropriate cases.

8 Non-CurrentlLiabilities Provisions Note2.23
i) ForGroup Employees

We invite attention to note 1.20 and 2.41 where in the policy adopted for employees benefit and accounting in
respect of the same has been disclosed. The Above policy is notin compliance with the Ind AS 19 Employees Cost
in relation to Post Employment defined Benefits plan in the matter of its recognition and measurement. In the
absence of Information, we are unable to comment on the same of its impact in the balance sheet and profit and
Loss Account.
ii) For HPSEB Employees

The provision for leave encashment liability, gratuity liability and pension Liability of HPSEB employees has been
calculated based on formula adopted by HPSEB Limited. The Liability provided for is subject to the confirmation
from HPSEB Limited.
In the absence of information and confirmation from HPSEB Limited we are unable to comment on the effect of
the same onthefinancial statements at the close of the year.

iii) The Group has shown Gratuity Liability at the close of the yearin excess by Rs. 19 lacs. Thus Provisions Non Current
isoverstated to the extant of above.

iv) The Group has shown Leave Contribution Liability at the close of the year in excess by Rs. 46 lacs. Thus Provisions
Non Currentis overstated to the extant of above.

9 OtherNon-CurrentLiabilities Note 2.24
a) Utilised GrantRenuka ji
i) The Group hasincurred following expenditure on the Renukaji project till 31st March 2017. (Amount in Lacs)

Tangible Assets 42,095 29,722

Capital Work in progress 32,014 43,405

Advances 199 259
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74,308 73,387
Grant Received 68,549 68,549
68,549 68,549
Shortfall 5,759 4,838

iii)

iv)

There is a shortfall of expenditure to the tune of Rs. 5,759 Lakhs (Previous year Rs. 4,838 Lakhs) which has to be
borne by the participating states. No information about the share of the expenditure of the participating states
and confirmation from them has been provided to us for verification. In absence of information we are not able to
comment on the same. The Renukaji unit has not made any provision for the amount recoverable from the
participating states and the central government. In our opinion the other current assets are under stated to the
extent of above similarly the other non-currentliabilities are understated to the extent of above.

The Group has requested the Government of India for additional amount of Rs. 31,602 lacs to be deposited with
the courts on urgent basis. The GOl has denied the request and with the condition that funds can only be granted
after settling of all the clearances. UYRB has also directed all the participating states to deposit there respective
share money with HPPCL but till date no contribution has been received and no disclosure of the same has been
madein the notes of accounts.

We invite attention to para 2 (xiv) of our audit report regarding allocation of expenses to Renukaji HEP wherein its
stated that the allocation of expenditure of Corporate office and Sunder Nagar Design office to the unit has not
been confirmed/approved by the participating states and the central government. In the absence of
confirmation and approvals we are unable to comment on the apportionment of expenditure charged to the
Renukaji HEP. The Group has allocated Rs. 2111 lakhs (previous year Rs. 1,826 lakhs) as share of corporate office
and design wing expenses to the Renukaji HEP till 31st March 2017. In our opinion the amount recoverable from
participating states will be reduced by Rs.2111 lakhs (previous year Rs. 1,826 lakhs) given in above para.

The Group is earning interest on the surplus funds of renukaji at Corporate Office by investing the same in short
term Fixed Deposits. The Interest earned on the same has not been shown as addition to the Grant nor the same
has been reduced from the incidental expenditure during construction period of the unit. The above practice is
not in line with the significant accounting policy adopted by the Group (refer Note 1.16). In the absence of
information, we are unable to comment of the effect of the same on the Financial Statements.

10 CurrentLiabilities Other Financial Liabilities Note 2.26

i)

ii)

iiii)

iv)

The Liability on account of Retention Money, Security Deposit and dues payable to Contractors and suppliers are
subject to Confirmation. In the absence of Information, we are unable to comment on its effect on assets and
liabilities.

The different units of the Group are showing separately the amount payable and recoverable from HPSEB Limited.
No Confirmation from the HPSEB Limited has been provided to us for the amount payable and recoverable. In our
opinion only one account of the HSPEB Limited should be maintained and net balance of recoverable or payable
should be shownin thefinancial Statements.

The Other Current Liabilities includes EMD, Retention Money and Security Deposits pending since inception of
projects and the same has not been paid till the close of the year. The Internal control in respect of them is very
weak and should be strengthened and the liabilities should be assessed at fresh and should be charged to
revenuein appropriate cases.

The Other Financial Current Liabilities includes Rs. 72 lakhs (Previous Year Rs. 62 lakhs) as unclaimed money on
account of payables, retention, security and other payables to the contractors.The amount has been shown under
this head because the persons to whom amount is payable is not traceable. In our opinion the other current
financial liabilities are overstated to the extent of above and necessary provision for amount written back should
be provided.

v) The Sawra Kuddu unit has made a provision for CAT Plan Expenses on 04thJanuary 2016 amounting to Rs. 69

lakhs. The Unit has informed us that the amount has not been paid as the previous utilisation certificates has not
been provided by the Forest Department. In our opinion the amount is of the nature of withheld amount and
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should be shown under the head Non-Current Financial Liabilities. Thus, current Liabilities are overstated to the
extentofabove.

vi) The Corporate Office has not made the provision for demand raised by the PF Commissioner for the period
09/2008 to 06/2011 on account of PF contributions of Unregistered Contractors amounting to Rs. 189Lakhs on
02nd August 2018 (refer Note 2.60). The Liability was known to the management before the approval of the
Financials by the BODi.e.28th November 2018.Thus, current liabilities are understated to the extent of above.

vii) Local Area Development Fund:-

We Invite attention to Note 2.66 where in the Group has not made any provision of amount payable to LADA fund
on account increase in cost of the Projects. The following are the details of the Projects and understatement of
Liability on account of additional amount payable to LADA Fund.

Expenditure Lada Fund Expenses
Incurred in Crore @1.5% Booked

Kashang Il and IlI 184.60 2.77 0.77 2.00
Sainj 1,270.93 19.06 17.97 1.09
Sawra Kuddu 1,672.19 25.08 24.50 0.58

In our opinion the Capital work in progress is understated to the extent of Rs. 368 lakhs and correspondingly
Current Liabilities are also understated to that extant.

viii) Surveyand Investigation of Khab Hydro Electric Project
We Invite attention to Note 2.63 wherein it is stated that the Group has not accounted for Rs. 1,273 lakhs(previous
year Rs. 1,273 lakhs) on account of survey and investigation work done by SJVN. Thus, Current Liabilities are
understated to the extent of above and similarly the Capital Work in Progress are understated to the extent of
above.

ix) The Corporate Office has booked the IUT to Sainj Unit amounting to Rs. 2.93 lacs during the year on the basis of
letter to bank to pay the payment through NEFT to HCC limited. The NEFT was actually issued by the bank in the
month of April 2018.Thus Current liabilities as well as Bank Balance are understated to that extant.

x) The Sainj Unit has not charged GST on the Liquidation Charges amounting to Rs. 775.80 lakhs on Rs.4310.00 Lacs
charged from HCC during the year under review. The Group has not shown the Liability under GST returns filed
during the year under review nor the same has been charged to the contractor. Thus the current liabilities and
understated to that extantand other non currentassetsis also understated to that extant.

xi) The Kashang Unit has not Charged GST on the Liquidation Charges amounting to Rs. 534.42 lakhs on Rs. 2969 Lacs
charged from HCC.The Group has not shown the Liability under GST returns filed during the year under review nor
the same has been charged to the contractor.Thus the currentliabilities and understated to that extant and other
non currentassetsisalso understated to that extant.

xii) The Corporate Office has shown bills payable amounting to Rs. 4 lacs for which no details are available. Thus
current Liabilities are overstated to the extant of above.

xiii) The Corporate Office has shown Rs. 35 lakhs as amount payable to Director cum Member Secretary and also the
amount has been shown as advance to the Government department and the advance paid has not been adjusted
at the close of the year. Thus Current Liabilities and advance to government department is overstated to the
extantofabove.

xiv) The Corporate Office has shown Rs. 23 lakhs as amount payable to Anand Toyota and also the amount has been
shown as advance to the Anand Toyota and the advance paid has not been adjusted at the close of the year. Thus
Current Liabilitiesand advance to governmentdepartmentis overstated to the extant ofabove.

xv) We invite attention to note 2.72 where the Corporate Office has shown Rs. 500 lacs as amount payable to the
Kisahau Corporation Limited on account Equity Contribution of the State Government for the seed Money. No
confirmation from the Kisahu Corporation Limited and directions from the State Government to keep the money
with Group has been provided to us for verification. In the absence of information we are unable to comment on
the same.
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xvi) In Consolidated balance sheet the Current Other Financial Liabilities is understated by Rs. 29,291 and Non Current
Financial Liabilities is overstated to the same extant.

11 OtherincomeNote2.25

The Shongtong unit has not accounted for the Foreign Exchange fluctuations amounting to Rs. 18.07 lakhs. Thus
theincomeisunderstated to the extant of above.

12 Saleof Power

i) The Kashang and Sainj HEP has booked the Sale of Power in the books of accounts on net realisation value of the
Group Share. No Accounting entry for the Free Power to State Government, LADA Share and auxiliary power has
been made in the books which is not in lines with the previous year accounting policy adopted by the Group. We
Invite attention to note 2.57 (b) where in the change in accounting policy has been indicated by the Group. The

following are the details in respect of the same and comparative figures of the previous year.
(Amount in Lacs)

3000002 Sale of Energy 1,366.00 198.89

1,366.00 198.89
4000750 Free Power to State Govt (Royalty) 1,129.00 172.45
4000751 Free Power to State Govt (LADF) 94.00 14.37
4000752 Generation/Auxiliary Energy Expenses 143.00 12.07

The Group has not disclosed theimpact of the same and as result the figures of current and previous year are not
comparable. The non accounting of the same will have impact on the apportionment of expenditure of corporate
office and Sunder Nagar to various units during the year under review. The impact of the same cannot be
quantified hence we are unable to comment on the same.

13 Apportionmentof expenditure and Income of Corporate Office and Sunder Nagar

i) Expenditure of Corporate Office and Sunder Nagar
It has been observed that atthe time of apportionment of expenditure of Corporate Office and Design Office the
net expenditure incurred during the year has been apportioned in the ratio of 156:209 from 01st April 2017 to 3rd
September 2017 and 4th September 2017 to 31st March 2018. (refer Significant Accounting Policy no 1.6 g and
Note no 2.57(c)). The above apportionment is not in line with the accounting policy referred in note 1.6 g which
states that the “The Expenditure of Corporate office and Sunder Nagar Design Office is allocated to different
accounting units on systematic basis.”

In our opinion the expenditure and income should have been apportioned separately on actual basis between
the pre and post cod period to different units. The Adoption of wrong method of apportionment may effect the
allocation of cost to different units and the effect on its depreciation after commissioning of the projects. In the
absence of information we are unable to comment on the same.

ii) Income of Corporate Officeand Sunder Nagar
It has been observed that the income of the corporate office mainly consists of the interest earned on Fixed
deposits by making shortterm investments of the following funds: -
- Fundsreceived for Equity
- FundsforRenukaji Project
- Imprest Fundsfor ADB Funded Projects State Govt Loan
- Intereston FundsWith LAO
The Group hasreceived the following interest on Fixed Deposits and on different type of funds during the year:
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mm Current Year Amount | Previous Year Amount To be apportioned to

Equity Funds 5,26,73,054.00 4,48,74,572.00 All the Units
2 Renuka Funds 16,88,61,940.00 13,66,17,713.00 To Renuka Funds
3 Trench 1 State Govt Loan - 6,38,102.00 Sawra Kuddu & Kashang
4, Trench 2 State Govt Loan - 19,32,856.00 Sawra Kuddu
5 Trench 3 State Govt Loan - 1,92,56,416.00 Kashang and Sainj
6. Trench 4 State Govt Loan 1,51,16,776.00 Shongtong
I T T
7. Interest on Funds with LAO 1,55,69,369.00 58,97,174.00 Renuka ji

The Group has allocated income to various projects on the basis of allocation of expenditure to different units as
peraccounting policy of the Group during the year under review. The following are the details of the allocation:-

T Unt | 010420174003/09/2016 | 0810912017 103110312018

Sawra Kuddu 3,29,87,549 6,73,28,108 10,03,15,657
Kashang | 26,70,216 5,36,229 32,06,445
Kashang Il 36,23,378 84,15,016 1,20,38,394
Sainj 3,03,50,630 4,67,774 3,08,18,404
Renukaji 1,52,00,470 2,03,65,183 3,55,65,653
Shongtong 1,40,47,853 3,29,03,088 4,69,50,941
Chirgaon Majhgaon 2,59,437 5,01,605 7,61,042
Triveni Mahadev 1,62,369 3,07,712 4,70,081
Thana Plaun 4,70,086 10,09,796 14,79,882
Nakhtan 5,00,306 9,82,545 14,82,851
Gyspa Dam 4,65,096 4,85,333 9,50,429
Surgani Sundla 2,77,391 6,12,947 8,90,338
Deothal Chanju 90,830 1,77,178 2,68,008
Chanjulll 1,53,629 3,49,170 5,02,799
Berra Dol 77,227 13,26,201 14,03,428

10,13,36,467 13,57,67,885 23,71,04,352

The allocation of income of the corporate office to the units is not on the basis of the actual receipt of the interest
on different type of funds. The above basis is also used in the allocating the income up to 31st March 2018 by the
Group. No Adjustment has been made for the allocation of income for the year 2016-17 already reported in
previous year report. The apportionment of the income on the basis of the funds kept by the corporation may
have impact on the incidental expenditure which has to be allocated to the individual assets of the unit at the time
of the commissioning of the project. In the absence of the information we are unable to comment on the same
and itsimpact on the cost of the individual units under the head Capital work in progress and Property Plant and
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equipment.

The Kashang Unit Stage | has booked Rs. 32 lakhs and Sainj unit has booked Rs. 5 Lakhs as income from interest on
Fixed Deposits and Bank Deposits after COD Period as share of Income of Corporate Office. The above
apportionment of the income to the unit has no relevance as projects was under operations and no funds of
Equity and Imp rest fund from State Govt (ADB funds) is at the disposal of the Unit. Thus, the Income on account of
Interest on Fixed deposit and Bank Interest is excess shown by the unit as proportion of income to the unit which
has to be adjusted with the Incidental expenditure of the projects under construction as per accounting policy of
the Group.Thus, theincome during the year is overstated to the extent of Rs. 37 lakhs and capital work in progress
inoverstated to that extent.

ii) We invite attention to Note number 2.80 where the Group has changed the accounting policy in respect of

charging of expenditure of corporate office and Sunder Nagar Design Wing during the year under review.

iii) The Group has not taken the Infirm Sales of Power and Free sale of power and auxiliary use of power while

calculating the Ratio of apportionment of the expenditure of Corporate Office and Sunder Nagar Design wing in
the case of the commissioned projects. The following are the details of the infirm power sale Free sale of power
and auxiliary use of power not taken into consideration by the Group:- (Amount in Lacs)

1 Kashang Stage 1 Infirm Sale 267.50
2 Sainj Infirm Sale 832.09 43,405
832.09 267.50
3 Free Sale of Power to state Govt 1,129.00
4 Free Power LADF 94.00
5 Auxillary Energy 143.00
1,366.00

Non considering the above may have impact on the apportionment cost on the commissioned and non
commissioned project.We are unable to comment on theimpact of the same.

iv) The expenditure of the Sundernagar Design Wing has been transferred to Different units during the year review.

Thefollowing are the details of the same.

Name of Power Project | 01/04/2017 to 03/09/2017 04/09/2017 to 31/3/2018

Sawra Kuddu 1,92,81,500 3,93,52,976 5,86,34,477
Sainj 1,77,40,199 2,73,412 1,80,13,611
Renukaji 88,84,803 1,19,03,358 2,07,88,161
Kashang | 15,60,764 3,13,424 18,74,187
Shongtong 82,11,088 1,92,31,707 2,74,42,795
Chirgaon Majhgaon 1,51,644 2,93,186 4,44,830
Triveni Mahadev 94,906 1,79,857 2,74,763
Thana Plaun 2,74,769 5,90,221 8,64,991
Nakhtan 2,92,433 5,74,294 8,66,727
Gyspa Dam 2,71,853 2,83,675 5,55,528
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Surgani Sundla 1,62,138 3,58,265 5,20,402
Deothal Chanju 53,091 1,03,560 1,56,651
Chanjulll 89,797 2,04,088 2,93,886
Berra Dol 45,140 7,75,159 8,20,299
Kashang Il 21,17,895 49,18,539 70,36,434

The Design wing has not provided to us details regarding expenditure incurred on various projects and no job
cards has been kept by the design wing to substantiate the expenditure incurred on various projects. In the
absence of information we are unable to comment onthe same.

14 ProvisionforincomeTax
We invite attention to Note No 2.68 where in no provision has been made by the Group forincome tax..

We also invite attention to note 2.54 where in the cases for earlier years are pending with different authorities and the
outcome of which are uncertain and may affect the amount shown as Deposits with Income Tax authorities Rs. 9,195
lakhs (Previous Year Rs. 7,774 lakhs (refer note 2.10), and Income Tax Refund due Rs. nil (previous year Rs. 1,066 (refer
note 216). In view of the uncertainly involved and the matter is subjudice we are unable to comment on the
recoverability of the above amount and its effect on the Financial Statements.

15 Goodsand ServiceTax

The Group has not complied with all the provision of the Goods and Service Tax Act while preparing the monthly
returnsand the annual returns for the yearunderreview.

We have checked some instances and we have observed that the Goods and Service tax has not been deposited on
following expenditures and Income:-

. Tenderincome

. Liquidation Charges

. Rentincome

. TransitCampIncome

. Late Payment Surcharge

. Payments Made to Government Departments and Government Bodies under Reverse Charge.
. Reimbursement of Expenses from Contractors

. Saleof scrap.

. Arbitrators fees under reverse charge

The Group has appointed GST auditor to conduct the GST audit under the GST Act. However the GST report has not
been submitted till the date of the finalisation of this report. In the absence of the report we are unable to comment
onthefinalliability of GST along with interest and penalty.

O 0 N O U1 A W N =

16 Quantitative Detailsinrespectof energy generated and sold
We invite attention to Note2.49 where in the Group has stated that it has installed capacity of 165 MW as on 31st
March 2018.The Group has capacity 65 MW *3i.e. 195 MW and all the three turbines was in operation and was used
alternatively by the Kashang HEP during the year under review and the installed capacity of the Sainj HEP is 100 MW
which is being commission during the year under review. Thus total Installed capacity is 295 MW instead of 165MW.
In ouropinion theinstalled capacity is understated to the extent of 135 MW.

17 Allocation of expenses of Kashang 1,2and 3

i) The method adopted for allocation of expenses by the Kashang Unit to Stage 1, 2 and 3 is not systematic and nor
consistently followed,
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Stage 1 84% 70%

Stage 2 and 3 16% 30%

ii) The Kashang Unit has not taken the correct cost while making the ratio of apportionment for common expenses
tostage 2 and 3.Thefollowingis the variance:

Gross Block Cost Taken As per Books m

Capitalized Assets 8,18,47,566.00 8,18,47,566.00

CWIP-AUC 1,85,51,87,478.00 1,39,15,89,435.00 46,35,98,043.00

Total Block 1,93,70,35,044.00 1,47,34,37,001.00 46,35,98,043.00

Thus the Unit has taken excess cost of CWIP- AUC while calculating the ratio for the apportionment of expenses
which will have effect of the ratio of the apportionment of expenses. The Revised ratio of appropriation of
expenseswillbeasunder :-

Gross Block Stage-I (Rs.) Stage-lI&lll (Rs.) Total (Rs.)

Capitalized Assets 10,03,02,89,729.20 8,18,47,566.00 10,11,21,37,295.20
CWIP-AUC 52,85,587.30 1,39,15,89,435.00 1,39,68,75,022.30
Ratio for apportionment 87% 13% 100%
Ratio Applied 84% 16% 100%

Variance 3% -3% 0%

The Kashang Stage 1 has charged less expenditure to the tune of Rs. 25 lacs to the profit and loss Account and
similarly the CWIP of Kashang 2 and 3 is overstated by the above amount.

18 ProfitandLoss Account
i) Environmental Management Expenses
The Kashang unit charged Rs. 261.00 lacs as environmental management expenses in the profit and loss account
during the year under review. The above expenditure is of Capital Nature and should have been capitalised and
depreciation on the same has to be charged on the use life of the assets. Thus expenditure is overstated to the
extantof Rs. 261 lacs. Similarly depreciationis understated to the extant of Rs.6.25 lacs.

ii) Leaserent Others
The Kashang Unit has charged the lease rent paid to the staff of employees of Stage 2 and 3 amounting to Rs. 17
lacs to the Profitand loss account which has to be capitalised to the CWIP works. Thus Expenditure is overstated to
the extant of above.

iii) O and M Plant Consumable Items
The Kashang Unit has not shown the inventory of turbine oil in hand as on 31st March 2018 as inventory
amounting to Rs. 2.59 lacs. Thus Expenditure is overstated to the extant of above and inventory is understated to
thatextant.

iv) Oand M EIWorks
The Kashang Unit has charged the cost of providing the electric installations amounting to Rs. 6.84 lacs to the
Profit and loss account which has to be capitalised and depreciation has to be provided on the same. Thus
Expenditure is overstated to the extant of above and Property plantand equipmentis understated to that extant.
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Similarly the depreciation is understated to the extant of Rs. 1 lacs.

v) Appropriation of Employees cost for Kashang Stagel,2and 3
The Kashang Unit has not provided to us the salary cost of the employees posted to the Stage 1,2 and 3. The Unit
does not have the salary cost of employees posted on different stages. In the absence of information we are
unable to comment on the apportionment of salary expenses to different stages. The following is the details of
salary booked under different stages.

Stage 1 634.00

Stage 2 and 3 120.00

19 Reversal of Leave Encashment provision for earlier Years
The Kashang unit stage | has shown the Leave encashment expenses as credit Balance amountingtoRs.4.92lacs.No
information and explanations for the same has been provided to us. In the absence of information we are unable to
commentonthe same.

20 Income Tax Appeals with the High court in respect of Chargeability of Income Tax on Interest on Fixed
Deposits kept as short-term Investments.
The Group has filed an Appeal with the High Court of Himachal Pradesh that the interest on the short-term
investment of the funds in Fixed Deposits with bank from the Equity received from the Governmentis an addition to
the equity and not an income of the Group and on same the income tax is not payable. Similarly, the Income earned
on Renukaji Funds is also an additional grant from the Agencies and the same is also not an income of the Group and
the same will be utilised onthe project expenses and is part of the Grant.

The Group has not shown the interest earned on equity fund till the close of the year as an addition to the Equity and
similarly the interest earned on Renukaji HEP funds till the close of the year has not been shown as additional grant
fromthe Agencies.

No information in respect of the same has been provided to us by the Group till the close of the year. In the absence of
theinformation we are unable to comment on the effect of the same on the Balance Sheet.

21 Non-Compliance of Indian Accounting Standard (Ind AS)
The Group has not complied with the following Ind AS while preparing the financial statements: -

(i) Indian Accounting Standard (Ind AS) 20 Accounting for Government Grants and Disclosure of Government
Assistance.
The Group has been granted the deferment of repayment of principal payment and payment of interest till FY
2018-19 refer Note 2.21. The Group must account for the interest payable on such deferment till the close of the
year at market rate as grant from the government and has to be accounted for as the addition to cost and the same
has also to be shown as addition of grant. No such interest has been accounted for by the Group till the close of the
yearas perpara 10 A of the IND AS. In the absence of the information we are unable to comment on same.

(ii) Indian Accounting Standard (Ind AS) 19 Employees Benefits
The para 55 to 62 of the Indian accounting standard is applicable to the Group in respect of the Post Employment
Benefit: Defined Benefit Plans which requires that actuarial valuation of the liability of employees defined
benefit plan has to be made at the end of the year and same has to be accounted for on in the books of accounts.
The Group has not accounted for the liability on the basis of the actuarial valuation and only actual liability has
been provided. In the absence of the information we are unable to comment on the impact of the same on the
Balance Sheetatthe close of the year.

(iii) Indian Accounting Standard (Ind AS) 23 Borrowing Costs
The Para 20 of the Indian accounting standard is applicable to the Group which states that “an entity shall suspend
capitalisation of borrowing costs during extended periods in which it suspends active development of as qualifying
asset”. The Group has not excluded the borrowing cost during suspension of activities by the employees of the
contractor and by the contractor for non-starting of the work at site. In the absence of the information we are
unable to commenton theimpact of the same on the Balance Sheet at the close of the year.
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(iv) Indian Accounting Standard (Ind AS) 37 Provisions, Contingent Liabilities and Contingent Assets:

The Group has disclosed the provisions contingent liabilities and contingent assets only up to the date when the
accounts has been approved by the BOD. No Disclosures of Provisions, contingent liabilities and contingent
Assets after the accounts approved by the BOD and till the date of finalisation of this reportis considered in these
financial statements.

(v) Indian Accounting Standard (Ind AS) 10 Events After the Reporting Period

(vi)

The financial Statements are provided to us on 4th December 2019 which was approved by the BOD on 3rd
December 2019. The financial statements are not adjusted for the events occurred between the Balance sheet
date both favourable and unfavourable till date of the finalisation of this report.

Indian Accounting Standard (Ind AS) 113 FairValue Measurement

The Group has not made Fair Value of the assets and Liabilities as on 31st March 2018, on 31st March 2017(Refer
Note No 2.47).The sameis notinline with theIND as113 FairValue Measurement which is mandatory applicable to
the Group.

(vii) Indian Accounting Standard (Ind AS) 109 Financial Instruments

(viii)

(ix)

The Group has notapplied the Ind As 109 while disclosing the Government Loan in the financial statements below
market rate interest and its impact on the profit and loss and Balance sheet has not been disclosed in the financial
statements.

Indian Accounting Standard (Ind AS) 12 IncomeTax

The Group has not followed the IND as in respect of Income tax for calculating the deferred tax assets and
Liabilities and its accounting in the books of accounts. The same is also not in line with note no. 1.21 of the
significantaccounting policies adopted by the Group. No information in respect of the same has been provided to
us.Inthe absence of the information we are unable to comment on the impact of the same on the Balance Sheet at
the close of theyear.

Indian Accounting Standard (Ind AS) 107 Financial Instruments Disclosure

The Group has fixed interest rate borrowings and is subjected to interest rate risk as defined in Ind As 107. No
disclosure of the same and itsimpact on the balance has been disclosed.

The effect of the said qualifications where ascertainable the loss of current year will be Rs. 8,261 lakhs against
reported loss of Rs. 7,912 lakhs. The Other Equity will be Rs. 11,948 lakhs instead of Rs. 11,600 lakhs. The Other
Financial Liabilities will be of Rs. 1,12,208 lakhs instead of Rs. 1,13,577 lakhs. The Provisions non current will
be of Rs. 4,943 lakhs instead of Rs. 5,008 lakhs. The other non Current Liabilities will be Rs. 69611 lakhs instead
of Rs. 69,542 lakhs. The Other Current Financial Liabilities will be Rs. 1,69,280 lakhs instead of Rs. 1,62,191
lakhs. The Property Plant and Equipment will be Rs. 3,15,721 lakhs instead of Rs. 2,94,419 lakhs. The Capital
Work in Progress will be Rs. 260,258 lakhs instead of Rs. 2,71,679 lakhs. The Other Noncurrent Assets will be
Rs.30,014 lakhs instead of Rs. 34,444 lakhs. The inventories will be Rs. 36 lakhs instead of Rs. 34 lacs. The Trade
Receivable will be Rs. 145 lakhs instead of Rs. 1,617 lakhs. The Bank Balance will be Rs. 2,821 instead of Rs.
2,818lakhs. The other current assets will be Rs. 1,441 lakhs instead of Rs. 278 lakhs.

The Sale of energy is understated to the extant of Rs. 1,366 lakhs and correspondingly free power to state
govt Rs. 1,129 lakhs, Free power to LADF Rs. 94 lakhs and Auxiliary Expenses Rs. 143 lakhs is understated to
thatextant.

Qualified Opinion

In our opinion, and to the best of our information and according to the explanations given to us, except for the effects of
the matter described in the Basis for Qualified Opinion paragraph above, the aforesaid consolidated Ind AS financial
statements give information required by the Act in the manner so required and give a true and fair view in conformity
with the accounting principles generally accepted in India including the Ind AS, of the state of affairs(financial position)
of the Group as at 31st March 2018, and its profit/loss( financial performance including other comprehensive income)
andits cash flows and changesin equity for the yearended on that date:-

Emphasis of Matter
1 Noreasonable effort has been made to remove the qualification raised in earlier year audit reports and the same has
been consideredin this year reportalso.
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2  Wefurtherdraw attention to the following mattersin the Notes to the consolidated Ind As Financial statements: -

(i) Note No. 2.39to the consolidated Ind AS financial statements regarding the various balances which are subject to
reconciliation/ confirmation and respective consequential adjustments.

(ii) Note No 2.59 to the consolidated Ind AS financial statements regarding statement on State Government loan for
Shontong Karcham HEP (450MW) where the ADB funding to state government has expired and stopping of
funding by the KFW to the project.

(iii) Note N02.67 to the consolidated Ind AS financial statements regarding stay of Forest land to Kashang Stage Iland
Il project pending with Hon'ble High court of Himachal Pradesh the fate of which is dependent on the outcome of
the case.

(iv) Note No02.70 to the consolidated Ind AS financial statements regarding statement on Nakhtan project pending
with Hon'ble High court of Himachal Pradesh the fate of which is dependent on the outcome of the case.

Our Opinionis not modified in respect of these matters

Other Matters

We did not audit the financial statements/financial information of the following joint venture company whose
financial statements/financial information reflect the details given below of assets as at 31st March 2018, total
revenues and net cash flows for the year ended on that date to the extent to which they are reflected in the
consolidated Ind AS financial statements

Name of the Joint Venture Company “ Net Cash Flows

Himachal Emta Power Limited

These financial statements/financial information are audited by other auditors whose report has been furnished
to us by the Management and our opinion on the consolidated financial statements, in so far as it relates to the
amounts and disclosures included in respect of this subsidiary, and our report in terms of sub-section (3) of
section 143 of the Actin so far as its relates to the jointly controlled companies, is based solely on the reports of
the other auditors after considering the requirement of standard on Auditing (SA 600) on “using the Work of
another Auditor”including its materiality.

The company Independent auditors of Gourangdih Coal Limited raised concern in respect of preparing the
Financial Statements on the basis of Going Concern Concept and under Historical Cost Convention due to
deallocation of the Coal Blocks by the decision of the Supreme Court during the year under review and the same
concern has been raised by the Independent Auditors of the Himachal Emta Power Limited (Joint Venture
company).

Our opinion on the Consolidated financial statements, and our report on Other Legal and Regulatory
Requirements below, is not modified in respect of the above matters with respect to our reliance on the work
doneandthereports of the otherauditors.

Reporton OtherLegal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order, 2016 ("the Order") issued by the Government of India in
terms of sub-section (11) of section 143 of the Act, we give in the Annexure-|, a statement on the matters specified in
paragraphs 3and 4 of the Order, to the extentapplicable.

2. Weareenclosing our reportin terms of Section 143 (5) of the Act, on the basis of such checks of the books and records
of the Group as we considered appropriate and according to the information and explanations given to us, in the
Annexure-2 on the directionsissued by Comptrollerand Auditor General of India.

3. Asrequired by section143(3) of the Act, wereport that:

a) We have sought and except for the possible effects of the matter described in the Basis of Qualified Opinion
paragraph above, obtained all the information and explanations which to the best of our knowledge and belief
were necessary for the purpose of our audit;

b) Except for the possible effects of the matter described in the Basis of Qualified Opinion paragraph above, in our
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opinion, proper books of account as required by law relating to preparation of the aforesaid consolidated
statements have been kept by the group so far as appears from our examination of those books and the report of
the otherauditors;

c) Exceptforthe possible effects of the matter described in the Basis of Qualified Opinion above, the reports on the
accounts jointly controlled companiesincorporatedin India, audited under Section 143 (8) of the Act by the other
auditors, as applicable,and have been properly dealt with in preparing this report.

d) The Consolidated Balance Sheet, Consolidated Statement of Profit and Loss and consolidated Cash Flow
Statement and Consolidated changes in equity dealt with by this report are in agreement with the books of
account maintained for the purpose of preparation of the consolidated financial Statements;

e) Except for the effects of the matter described in the Basis of Qualified Opinion paragraph above, in our opinion,
the aforesaid consolidated Ind AS financial statements comply with the Accounting Standards specified under
Section 133 of the Act,

f) The Matter described in the Basis for Qualified Opinion paragraph above, in our opinion may have adverse effect
onthe functioning of the group.

g) Thisbeing government Group, Section 164 (2) of the Actis notapplicable.

h) The qualification relating to the maintenance of accounts and other matters connected therewith are as stated in
the Basis for Qualified Opinion paragraph above.

i) With respect to adequacy of Internal Financial Controls over financial reporting of the Group and the operating
effectiveness of such controls, refer to our separate report in "Annexure-3" in our opinion the internal financial
controls systemis adequate but the operating effectiveness of such controls need be improved.

j) With respect to the other matters to be included in the Auditor's Report in accordance with Rule 11 of the
Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our information and according to
the explanationsgivento us:

i. The Group hasdisclosed the impact of pending litigations on its financial position in its financial statements- Refer
Note 2.33 tothe standalone Ind AS financial statements.

ii. The Group did not have any long-term contracts including derivative contracts for which there were any material
foreseeablelosses;

iii. There were no amounts as at 31.03.2018 which were required to be transferred to the Investor Education and
Protection Fund by the Group.

For Anil Karol and Company
Chartered Accountants
Firm Regn. No. 004816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07.02.2020 M No. 098287

UDIN 20098287AAAAAP9359
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Anil Karol and Company

Chartered Accountants

ANNEXURE 1 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of HHIMACHAL PRADESH POWER CORPORATION
LIMITED on the accounts for the year ended 31st March 2018.

(I) (a) The Group has generally maintained proper records showing full particulars, including quantitative details and
situation of its fixed assets.
(b) As explained to us all the assets were got physically verified by the management during the year under review.
We were informed that no material discrepancies were noticed on such verification.
(c) Title deed of immovable properties are in the name of the Group except in cases of Renukaji HEP, Sainj HEP
Shongtong HEP and Chirgaon HEP where the land has not been transferred in the name of the Group.

(i) Theinventory of the Group consisting of Capital Stores, stores, spare parts and other ltems. We were informed that
these have been physically verified by the management during the year under review.

(i) According to the information and explanations given to us, the Group has not granted any loans, secured or
unsecured to companies, firms or other parties covered in the register maintained under section 189 of the
CompaniesAct,2013.In view of above, the clauses 3(iii)(a) and 3(iii)(b) of the Order are not applicable.

(iv) The Group has not given any loan, made investments and issued guarantees under section 185 and 186 of the
Companies Act,2013.

(v) The Group has not accepted any deposits from the public in terms of section 73 to 76 or any provisions of the
CompaniesAct,2013 and rules there under.

(vi) The Maintenance of cost records has been specified by the Central Government under sub section (1) of section 148
of the Companies Act 2013, however the same is not applicable to the Group as the threshold limit of turnover has
notbeenachieved.

(vii) (@) The Group is generally regular in depositing with appropriate authorities undisputed statutory dues including
provident fund, income tax, sales tax, wealth tax, service tax, custom duty, excise duty, value added tax, cess and
other statutory dues applicable to it, and there are no undisputed dues outstanding as on 31st March 2018 for a
period of more than six months from the date they became payable. However the Liability on account of Goods
and Service Tax can not be quantified as GST audit is under progress till the finalisation of this report. We are
informed that the provisions of Employees' State Insurance Actare notapplicable to the Group.

(b) According to the information and explanations given to us, dues of income tax, sales tax, wealth tax, service tax,
custom duty, excise duty, value added tax, cess and other material statutory dues that have not been deposited
onaccountofanydispute are given below:

Addl. Excise & Taxation Commissioner -cum-

Entry Tax Interest 337.70 2010-15 Applellate Authority
2 Entry T: P It 751.2 2010-15 Addl. Excise & Taxation Commissioner -cum-
. ntry lax €nalty 51.28 . Applellate Authority

Central Government Industrial Tribunal

3. Provident Fund PF Dues 189.26 2008-11 Chandigarh

(viii) The Group has not defaulted any repayment of loans or borrowing to any financial institution or bank or
Government or dues to debenture holders. However, the Government of Himachal Pradesh has given the
sanction to the deferment of repayment Loan and interest till April 2018.

(ix) Nomoney was raised by way of initial public offer or further public offer during the year. The amount raised by the
term loans from the Government of Himachal Pradesh has been utilised for the purpose it was raised during the
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yearunder review.

(x)  As perinformation provided to us no fraud by the Group or any fraud by officers and employees of the Group has
been noticed/ reported during the year except in the year2015 at Renukaji HEP and the same is pending with State
Vigilance.

(xi) ThisbeingagovernmentGroup Section 197 of the Actis notapplicable.
(xii) GroupisnotaNidhi Company.

(xiii) As perinformation available to us all transactions with related parties are in compliance with Section 177 & 188 of
the Companies act 2013, wherever applicable and the details have been disclosed in the Financial Statements etc.
asrequired by the applicable Accounting Standards.

(xiv) As informed by the management, the Group has not made any preferential allotment to private placement of
shares or fully convertible debentures during the year under review.

(xv) As informed to us the Group has not entered in to any non-cash transaction with directors or persons connected
with him.

(xvi) Section45-1A of the Reserve Bank of India Act, 1934 is not applicable to the Group.

For Anil Karol and Company
Chartered Accountants
Firm Regn. No. 004816N

Sd/-

(CA Walia Umesh)

Place: Shimla Partner
Date: 07.02.2020 M No. 098287
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G Anil Karol and Company
\ Chartered Accountants

ANNEXURE 2 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of Himachal Pradesh Power Corporation Limited
ontheaccountsfortheyearended 31st March2018

Impact on

Whether the Group has clear title / lease deeds | i) Renukaji HEP The Amount paid to
for freehold and leasehold respectively? If not | The Group does have clear title ofland | land owners and
please state the area of freehold and leasehold | of 915.64 hectares of land which is in | deposited with court
land for which title/lease deed are not | the possession of land owners Rand R | hasbeen capitalized
available. Planis under process.

ii) Shongtong HEP

The Group does not have lease title of
17.02 hectares and the application for
lease title has been given to DC
Kinnuar. Further acquired land
measuring 0.59.32 hectares is in
dispute with Defence authorities for
security clearances.

iii) SainjHPESB Land

The Group has possession of land at
Sarabhai 39.99 bighas, thalot 19.11.04
bighas but the title deed is not with
the Group as payment has not been
paid to the HPSEB amounting to Rs.
34.35crores.

(iv) Chirgaon Majgoan

The Land in possession at Chiragon is
with corporation, however the land is
in the name of HPSEB amounting to Rs
5.00lakhs.

(v) BerraDol

The Lease deed for govt diverted land
ofapprox. 12.86 hectaresis pending.
(vi) Kashang

The Lease deed in respect of Forest
Land Diverted 13.47.52 hectares is
under process with revenue
department

(vii) Sunder Nagar

The Lease deed with MPP Power in
respect of GM Civil Designs measuring
5311 square meters in under process
with MPP Power.

2. | Whether there are any cases of waiver off of | Nosuch case found during the audit. NIL
debts/loan/ interest etc. if yes, the reason there
forandtheamountinvolved.
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Whether proper records are maintained for
inventories laying with third parties & assets
received as gift from Government or other
authorities.

Forestland diverted from Government
of Himachal Pradesh has not been
accounted as the execution of lease
deedarein process.

NIL

State the cases where wastages/ defectives are
beyond the norms fixed for it. expeditiously
andintransparent manner.

The wastages are with in the norms
fixed

What is the system of valuation of by products
and Finished products? List out the cases of the
deviation from the declared Policy.

Valuation of the Power Generation has
been done on the basis of PPA
Agreement signed with the HPSEB in
case of Kashang HEP.

In case of Sainj HEP the power was sold
in the Power Exchange though Trader
atprevailing market rates.

Nil

State the extent of utilization of Plant and
machinery during the year vis-a-vis installed
capacity.

Installed

hiER Capacity

PLF | PAF | AUX

Sainj | 100 MW |27%51.52%1.47%
Kashang| 65 MW |35%77.58%|1.34%

Refer Note 2.49 to the notes to
accounts where in the quantitative
details has been given for only one
Turbine of

65 MW whereas the Kashang stage |
Unit is using Three turbine of 65 MW
each alternatively.Thus, the Group has
understated the installed capacity and
theutilised Capacity which should be
65MW X 3 i.e.195 MW of Kashang and
100 MW of Sainj, and Total of 295 MW
instead of 165 MW

Nil

Report on the cases of Discount/ Commission
in regard to debtors and creditors where the
Group has deviated fromits laid down policy.

The Group has givenTrading Margin to
Tata Power Trading Corporation
Limited as per the agreement
executed with them.

233
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G Anil Karol and Company
- Chartered Accountants

ANNEXURE 3
Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies Act,
2013("the Act")
We have audited the internal financial controls over financial reporting of HIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Holding Company") &its jointly controlled companies as of 31 March 2018in conjunction
with our audit of the Consolidated Ind AS financial statements of the Group for the year ended on that date.

Management's Responsibility for Internal Financial Controls

The respective Board of Directors of the Group, its joint venture are companiesincorporated inIndia, are responsible for
establishing and maintaining internal financial controls based on the internal control over financial reporting criteria
established by the Group considering the essential components of internal control stated in the Guidance Note on Audit
of Internal Financial Controls over Financial Reporting issued by the Institute of Chartered Accountants of India ('ICAI').
These responsibilities include the design, implementation and maintenance of adequate internal financial controls that
were operating effectively for ensuring the orderly and efficient conduct of its business, including adherence to the
respective Group's policies, the safeguarding of its assets, the prevention and detection of frauds and errors, the
accuracy and completeness of the accounting records, and the timely preparation of reliable financial information, as
required underthe Companies Act, 2013

Auditors' Responsibility

Ourresponsibility is to express an opinion on the Group'sinternal financial controls over financial reporting based on our
audit. We conducted our audit in accordance with the Guidance Note on Audit of Internal Financial Controls over
Financial Reporting (the "Guidance Note") and the Standards on Auditing, issued by ICAl and deemed to be prescribed
under section 143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial controls, both
applicable to an audit of Internal Financial Controls and, both issued by the Institute of Chartered Accountants of India.
Those Standards and the Guidance Note require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether adequate internal financial controls over financial reporting was
established and maintained and if such controls operated effectively in all material respects.

Ourauditinvolves performing procedures to obtain audit evidence about the adequacy of the internal financial controls
system over financial reporting and their operating effectiveness. Our audit of internal financial controls over financial
reporting included obtaining an understanding of internal financial controls over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficientand appropriate to provide a basis for our audit opinion
onthe Group'sinternal financial controls system over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting

A Group's internal financial control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A Group's internal financial control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the Group; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the Group are being made only in
accordance with authorisations of management and directors of the Group; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorised acquisition, use, or disposition of the Group's assets that could
have a material effect on the financial statements.

InherentLimitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the possibility of
collusion orimproper management override of controls, material misstatements due to error or fraud may occur and not
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be detected. Also, projections of any evaluation of the internal financial controls over financial reporting to future
periods are subject to the risk that the internal financial control over financial reporting may become inadequate
because of changesin conditions, or that the degree of compliance with the policies or procedures may deteriorate.
Opinion
In our opinion, the Holding Company has, in all material respects, an adequate internal financial controls system over
financial reporting and such internal financial controls over financial reporting were operating effectively as at 31 March
2018, except in the areas given below based on the internal control over financial reporting criteria established by the
Group considering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India.
However, Group needs to further strengthen the in the control systemin the following areas:
- Implementation and Compliance of Indian AS at unit level to ensure the compliance of the Indian AS on the Group as
awhole.
- Classification of account heads in SAP according to the disclosure and classification requirements of the Schedule |
ofthe companiesact 2013 and requirements of the Ind AS
- Harmonisation in creation of account heads at Corporate Level in relation to advances, liabilities and vendors
according to the nature of expenditure so that no duplication of account code exits and only single account code is
allotted toindividual vendorsin the Group asawhole.
- Paymentto contractors strictly on the basis of authorisation of the BOD.
- Option of marking of clearing entries in the SAP should be followed by all the accounting units in respect of current
aswellasoldaccounting entries.
- Scrutiny of old Earnest Money Deposits, security deposits, Retention money and other payables to contractors.
- Capitalisation of Capital Work in Progress intimely and efficient manner.
- Reconciliation of retro entries in SAP for CPT Module.
- Paymentto Contractors of Additional Advance/ Advance against Retention Money and its accounting treatment.
- Recoveryof delay damages from the contractors and accounting thereof
- Provision of Expenses should be made on realistic basis and the payment in subsequent financial year should be
adjusted from the provision only.
- LongTerm Advances and Deposit Work should be regularly reviewed and accounted for where the significant work
hasbeen completed.
- Accounting of Provisionis respect of doubtful advances and other recoverable.
- Review of Negative Balancesin liabilities and assets heads.
- Accounting of EMD inthe nature of FDRin the books of accounts.
- Recording of financial entries in foreign exchange also where the advances, retention money and suppliers dues are
payablein other currencyalso.
- Investing ofidle fundsat HEP in SWEAP Bank accounts to earn bankinterest.
- Reversing the Cheques/ NEFT Entries for which the Limitation period is over.
- Accounting of Inventoriesin hand at project site at the close of the year.
- Liability on account of GST should be as per the requirements of the Goods and Service Tax Act.
We have considered the areas of improvement identified which needs further strengthening as reported above in
determining the nature, timing, and extent of audit tests applied in our audit of the March 31, 2018 Consolidated
financial statements of the Group. However, these areas of improvement do not affect our opinion on the Consolidated
financial statements of the Group.
Other Matters
Our aforesaid reports under Section 143(3)(i) of the Act on the adequacy and operating effectiveness of the internal
financial controls overfinancial reporting in so far asit relates to joint venture which are companies incorporatedin India,
is based on the corresponding report of the auditor of such Group incorporated in India.
For Anil Karol and Company
Chartered Accountants, Firm Regn. No. 004816N
Sd/-
(CA Walia Umesh)
Place: Shimla Partner
Date: 07.02.2020 M No. 098287
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Form AOC-1

(Pursuant to first proviso to sub-section (3) of section 129 read with rule 5 of Companies (Accounts) Rules, 2014)

Statement containing salient features of the financial statement of

subsidiaries/associate companies/joint ventures
HIMACHAL PRADESH POWER CORPORATION LIMITED FOR THE YEAR ENDED ON 31ST MARCH 2018

Part“A”: Subsidiaries

(Information in respect of each subsidiary to be presented with amounts in Rs.)

1.

Name of the subsidiary

Not applicable

2.

Reporting period for the subsidiary concerned, if different from the
holding Group's reporting period

NA

Reporting currency and Exchange rate as on the last date of the relevant
Financial year in the case of foreign subsidiaries

Share Capital

Reserves & Surplus

Total Assets

Total Liabilities

Investments

VI ® | N|o | v

Turnover

—
e

Profit before taxation

11.

Provision for taxation

12.

Profit after taxation

13.

Proposed Dividend

14.

% of shareholding

Notes: The following information shall be furnished at the end of the statement:
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2. Names of subsidiaries which have been liquidated or sold during the year.
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Part“B”: Associates and Joint Ventures

Statement pursuant to Section 129 (3) of the Companies Act, 2013
related to Associate Companies and Joint Ventures

1. Name of associates/Joint Ventures Himachal Emta Power Limited
U40102HP2007PLC030601
2, Shares of Associate/Joint Ventures held by the
Group on the year end
Number: 33,75,000
Amount of Investment in Associates/Joint Venture 3,37,50,000
Extend of Holding% 50%
3. Description of how there is significant influence Control 50 % of the voting power and
shareholding in the Group
4. Reason why the associate/joint venture is not consolidated | NA
5. Net worth attributable to shareholding as per latest 57.00 Lakhs before Provision
audited Balance Sheet Nil after Provision
6. Profit/Loss for the year

Considered in Consolidation

Loss of Rs. 1.00 Lakhs

Not Considered in Consolidation

1. Names of associates or joint ventures which are yet to commence operations.

2. Names of associates or joint ventures which have been liquidated or sold during the year.

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Manmohan Sharma) (Devesh Kumar)
D.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN 08480582 DIN 00329576

For Anil Karol and Company
Chartered Accountants
FRN No. 4816N

Sd/-

(CA Walia Umesh)
Partner

Membership No. 098287
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Replies to the Auditor's Report on the Consolidated Ind AS Financial Statements
(Annual Accounts) for the financial year ended on 31st March 2018.

ﬂ Auditor's Report Reply

1. Reportonthe Consolidated Ind AS Financial Statements
We have audited the accompanying Consolidated Ind AS financial | statement of facts requires no
statements of HIMACHAL PRADESH POWER CORPORATION | omments.

LIMITED ('the Holding Company') and its jointly controlled entities
(the Company andits joint ventures are together referred to as "the
Group”) which comprise the Consolidated Balance Sheet as at 31st
March 2018, the Consolidated Statement of Profit and Loss
(including Other Comprehensive Income), the Consolidated
statement Cash Flow and Consolidated Statement of changes in
Equity for the year then ended, and a summary of consolidated
significant accounting policies and other explanatory information
(hereinafter referred to as “the Consolidated Ind AS financial
Statements”)

2. Management's Responsibility for the Consolidated Ind. AS
Financial Statements Statement of facts requires no
The Holding Company's Board of Directors is responsible for the | comments.

matters stated in Section 134 (5) of the Companies Act, 2013 ("the
Act") with respect to the preparation of these Consolidated
financial statements that give a true and fair view of the
consolidated financial position, consolidated financial
performance including other comprehensive income and
consolidated cash flows and consolidated statement of changes in
equity of the Group and jointly controlled entities in accordance
with the accounting principles generally accepted in India,
including the Indian Accounting Standards (Ind. AS) specified
under Section 133 of the Act, read with Rule 7 of the Companies
(Accounts) Rules, 2014. The respective Board of Directors of the
companies included in the Group are responsible for maintenance
of adequate accounting records in accordance with the provisions
of the Act for safeguarding the assets of the Group and for
preventing and detecting frauds and other irregularities; the
selection and application of appropriate accounting policies;
making judgments and estimates that are reasonable and prudent;
and the design, implementation and maintenance of adequate
internal financial controls, that were operating effectively for
ensuring the accuracy and completeness of the accounting
records, relevant to the preparation and presentation of the
financial statements that give a true and fair view and are free from
material misstatement, whether due to fraud or error, which have
been used for the purpose of preparation of the consolidated Ind.
AS financial statements by the Directors of the Group Company, as
aforesaid.

3. Auditor's Responsibility
Our responsibility is to express an opinion on these Consolidated | Statement of facts requires no
Ind. AS financial statements based on our audit. comments.

We have taken into account the provisions of the Act, the
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accounting and auditing standards and matters which are required
to be included in the audit report under the provisions of the Act
and the Rules made there under.

We conducted our audit in accordance with the Standards on
Auditing specified under section 143(10) of the Act. 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 involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated Ind. AS
financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of
material misstatement of the consolidated Ind. AS financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal financial control
relevant to the Group Company's preparation of the consolidated
Ind. AS financial statements that give a true & fair view in order to
design audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on whether the
Holding Company has in place an adequate internal financial
controls system over financial reporting and the operating
effectiveness of such controls. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of the accounting estimates made by the Holding
Company's Directors, as well as evaluating the overall presentation
ofthe consolidated Ind. AS financial statements.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our qualified audit opinion
the Consolidated Ind. AS financial statements and the operating
effectiveness of such controls. An audit also includes evaluating the
appropriateness of accounting policies used and the
reasonableness of the accounting estimates made by the Group's
Directors, as well as evaluating the overall presentation of the
consolidated Ind ASfinancial statements.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our qualified audit opinion
onthe consolidated financial statements.

Basis of Qualified Opinion

1. Property Plantand Equipment Note 2.1
(I) We invite attention to Note No 2.56 wherein its stated that the | Leasedeedsare underexecution.
Group has possession of forest land at Sainj HEP, Shongtong HEP,
Kashang HEP and Sawra Kuddu and no provision has been made as
the amount of lease has not been ascertained. In the absence of
information, we are unable to comment on the same.

(ii) We Invite attention to Note no 2.65 where in the Group has not | The properties are in the possession of
accounted for the cost of the Land and Buildings of HPSEB Limited | the Group by default. No final decision
amounting to Rs. 4,599 lakhs. In our Opinion the Property Plantand | and sale deed has been executed by
Equipment are understated to the extent of above and | both the parties so far. Hence no
correspondingly the other Current Financial Liabilities are also | provision for the liability in the Books
understated to the extent of above. of Accounts has been made.

However, land measuring 36-12-11
Bighas, situated in Village/Mohal
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Panjam, Tehsil: Balichouki Distt.:
Mandi, H.P, has been transferred to
HPPCL, but the cost of the land
transferred to HPPCL is not yet
determined, hence the same has not
been accounted for.

(iii) The Shongtong Unit has not bifurcated the cost of free hold
land the details of the whichis as under:-

I8 Land 2,20,28,726.00

2. Trees 51,82,644.00

3. Structure 1,06,23,413.00
The Group should show the costs other then land separately so that
they can be depreciated separately on the commissioning of the
projecton the basis of the useful life of the main assets.

Project is still under construction
stage. Depreciation shall be
chargeable from the date of
commissioning of the project, as
suggested by the Auditoralso.

(iv) The Renukaji HEP has accounted for Rs. 31,911 Lacs on account
of compensation paid for the land. The Himachal Pradesh
Electricity Regulatory Commission Hydro Generation Tariff
Regulation Depreciation @ 3.34% is leviable on submerged Land.
The HP CAG issued comment on the same in the Supplementary
audit for the year 2016-17. The Group has shown Rs. 19,564 Lacs
under the Capital work in progress which has to be shown under
Free hold Land. In our opinion the Free hold land is understated and
CWIP Submerged land is overstated to that extant. The Group has
not Charged the depreciation as per the comment issued by the
CAG. Thus the Group has not charged depreciation for the 2016-17
and 2017-18 amounting to Rs. 2,200 lakhs during the year under
review. In our opinion the Property Plant and Equipment is
overstated and Capital work in Progress in understated to that
extant.

As per H.P. Electricity Regulatory
Commission's Guiding Principles, in
case of hydro generating Stations,
depreciation is chargeable on Land
under lease and land for reservoir only.
The land acquired by Renukali Hydro
Electric Project is under full ownership
of the Corporation and not under
lease. Hence charging of the
depreciationis not required.

(v) The Renukaji HEP has paid Rs. 5,364 Lakhs on account of
compensation paid for trees and Structures. The CAG in their
supplementary audit report for the year 2016-17 has commented
that Rs. 785 Lacs has been less charged on the above and the
Property Plant and Equipment is overstated to the extent of above
and Capital Work in progress is understated to that extent. The
Group has not accounted for the same in the financial statements
and no further details has been provided in respect of depreciation
tobe charged on the above.

The Qualification of the CAG for the year 2016-17 has been
considered in this report.

As per H.P. Electricity Regulatory
Commission's Guiding Principles, in
case of hydro generating Stations,
depreciation is chargeable on Land
under lease and land for reservoir only.
The land acquired by Renukali Hydro
Electric Project is under full ownership
of the Corporation and not under
lease. Hence charging of the
depreciationis not required.

(vi) The Sainj HEP while capitalising the Interest paid on State
Government Loans at the time of COD has apportioned Rs. 4,202
lacs to Electrical Equipment's instead of Rs. 7,298 lacs. Thus cost of
Electrical Mechanical works is under stated to the extant of Rs.
3,097 lacs.

The total interest on State Govt Loan
for the FY 2017-18 amounts to Rs.
7374.67 Lacs. Out of this amount Rs.
3151.91 Lacs pertain to pre-CoD
period and the same has been
capitalized and balance amount of
interest amounting to Rs. 4222. 75
Lacs, pertaining to post-CoD period
has been charges to P&L Account in
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accordance with the provision of Ind.
AS 23. Further the cumulative Interest
during the entire construction period
(IDC) upto 31st March 2017 was Rs.
22155.50 Lacs and IDC for FY 2017-18
(Pre-CoD period i.e. 01.04.2017 to
03.09.2017) was Rs. 3151.91 Lacs.
Hence total Interest during
Construction period amounts to Rs
25307.42 Lacs. Thisamount of total IDC
was further capitalized to Main Civil &
Electro-Mechanical Assets as per
actual loan availed for respective
components.

(vii) The Group is showing the opening Depreciation of certain
assets at negative value for which no information and explanations
has been provided to us.The Following are the details of the same.

Plant (currently for Water Treatment) -1.53
Office Machinery (like Lab, Fire, Safety)

/)22

Electronics & Electrical Items -119.85

Furniture & Fixtures -97.63

Computers & Data Processing Machines -37.72

Vehicles -10.54
Helipad -8.70
Bridges & Culverts -2.30
Server and Networks -151.84

Roads -2,349.25

This is due to different carrying costs of
the assets as on 01.04.2015 taken for
calculation of deprecation. The
carrying Cost of assets as on
01.04.2015 was based on the
calculations of depreciation on such
assets as per Companies Act. 2013.
Whereas w.e.f. 01.04.2016 Corporation
had switched over to depreciation to
be charged as per the guidelines of H.P.
Electricity Regulatory Commission,
retrospectively. Therefore, due to
different carrying cost of assets,
difference cropped up in depreciation
charged in Books of accounts. The
same has been now rectified in the F.Y.
2018-19.

Capital Workin Progress 2.2

(I) The Group has started using the following assets at the project
sites but the following has not been put to use for want of
completion certificate from the concerned departments of the

Group. .
(Amount in Lacs)
Building Culverts Works

Sundernagar 1 = - = 1
Sawra Kuddu HEP 14 = - - 58 72
Kashang HEP - - - 28 - 28
Sainj HEP - 2 - - - 2
Renukaji Dam Project

Shongtong HEP - - - o 39 39
Gyspa HEP 8 99 6 - = 114

Beradol - - - - 13 113
I SN N I N TR N
In our opinion the Capital Work in Progress are overstated to the
extent above and the Property Plant and Equipment are
understated to the extent of above. The Impact of the depreciation
on the above cannot be quantified in the absence of the
information.

The works which were already
completed and were pending for
capitalisation have been now
capitalised in the subsequent financial
years i.e. FY. 2018-19 & 2019-20 from
the date of their completion / put to
use date.
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(ii) The Group has adopted for exemption under IND AS regarding
deemed cost for Property, Plant and Equipment and adjusted the
accumulated depreciation as on 1stApril 2015 with the cost as on
that date. It has been observed that the Group has reinstated the
depreciation of the assets by changing the Accounting Policy up to
31st March 2016 as per GAAP and while applying the exemption
under IND AS the depreciation charged up to 1st April 2015i.e., the
depreciation as per previous Accounting Policy has to be adjusted
.In our opinion the Accumulated Depreciation up to 1st April 2015
should have been adjusted with the Revised Accounting Policy of
the Group i.e., on the basis of the HPREC depreciation Rate. No
Information is respect of the same has been provided to us. In the
absence of the information we are unable to commenton the same.

Required rectification has now been
made in books of accounts in the FY
2018-19.

(i) We Invite attention to Note No 2.70 where in it is stated that the
Court case has been filed by the Toss Mini Hydal Project in the
Hon'ble High Court of Himachal Pradesh against the Government
of Himachal Pradesh. The matter is still under litigation and may
have impact on the Development of the Project.

Statement of facts, requires no
comments

(iv) The Shongtong unit project work was hampered by the labour
strike of the M/s Patel Engineering from 14th March 2016 to 20th
December 2016 during the year 2016-17. During the year under
review the work was hampered during the period 18th April 2017
to 3rd August2017.The Following are the details of the same:-

B e e T ey
1

18-04-2017 17-05-2017 29.00 Worker Strike
2 18-05-2017 20-07-2017 63.00

Lay Off

3. 21-07-2017 03-08-2017 13.00 Labour not available

Total | 105.00 |

The Unit has charged the interest on loan during the period to
Capital Work in progress which has to be charged to the Profit and
loss account. No Information in respect of the interest debited to
the capital work in progress during the strike period has been
provided by the unit to us. In the absence of the information we are
unable tocomment on the same.

The amount of “Finance Cost” i.e.
interest on borrowings of hindrance
period, caused by workers' strike in the
F.Y. 2017-18, has been now calculated
and necessary effect in Books of
Accounts have been taken in the FEY.
2018-19.

(v) The Shongtong unit has charged the progressive payments
made to AHIPL to the capital work in progress account whereas
the supplier is raising the invoices afterwards by adjusting the
progressive payments in there invoices proportionately. The
following are the details of the progressive payments made to the

party:-

T e e e [ e ]

1st Progressive payment 07-04-2016  15,06,05,000.00 56,58,000.00 2,39,53,000.00 18,02,16,000.00

2nd Progressive payment 13-05-2016  15,06,05,000.00 57,04,000.00  2,40,87,000.00 18,03,96,000.00

3rd Progressive payment  31-03-2017  15,06,05,000.00 46,74,000.00  2,43,64,000.00 17,96,43,000.00

- 45,18,15,000.00| 1,60,36,000.00 | 7,24,04,000.00 |54,02,55,000.00

The progressive payments made are in nature of the advance paid
to the party on the basis of the value of the contract and has to be
adjusted with the invoices to be raised by the supplier in future. In
our Opinion the Advance to the Supplier is understated and the
Capital workin Progress is overstated to that extent.

We invite attention to the Note 1.11 regarding accounting policy in

Required clarifications were submitted
to audit, but still the point has not been
settled. No Currency fluctuation issue
is involved in this case as the
settlement of progressive payments
made earlier in foreign currency is
being done in same foreign currency
rates. Further the amount of
progressive payments paid is not
recoverable in nature, as it an amount
paid against work already completed
on or before payment dates. It is
brought out here that, the progressive
payments made to M/s AHPL are notin
the nature of advance as these
payments were released to AHPL
against completion of different
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respect of treatment of foreign currency transactions which has not
been followed by the Group. The Advance also includes foreign
exchange components for which no adjustments has been madein
the books as per the requirements of the Ind AS 21 The Effects on
change in foreign exchange Rates applicable to the Group. In the
absence of the information we are unable to comment on the same.
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milestone/activities as per provisions
detailed in EPC contract clause 5(a),
5(b) and 5(c), which are related to
overall project. Once these milestones
/services are completed, work
completion certificate is issued by the
HPPCL's Design Wing to the contractor
for claiming the payments. Therefore, it
is evident that the progressive
payment is made only on completion
of certain activities, duly verified by
HPPCL authorities.

(vi) The Sainj Unit has paid Entry Tax amounting to Rs. 544 lakhs
from September 2010 to December 2016 to HCC Limited. As per the
Himachal Pradesh Entry Act 2010 the dealer paying the entry tax is
entitled to take the credit of the entry tax and adjust the same with
the Vat Liability of the Dealer which the dealer has claimed in the
Vat return filed by the contractor to the concerned Assessing
Authorities. Thus, the dealer was not entitled to claim the entry tax
which was adjusted by dealer towards its Vat Liability. Thus CWIP
Project Electro Mechanical works is overstated to the extent of Rs.
544 lakhs and other current assets are understated to that extent.

The matter being settled. Recovery of
the amount from the contractor shall
be made.

(vii) The Kashang Unit has charged interest paid on PFC loan of Rs.
3,000lakhs transferred from HPSEB at the time of transfer of assets
and liabilities from the HPSEB of the Kashang Unit to the
Expenditure Under Construction. It has been observed that at the
time of transfer of assets from Kashang Unit from HPSEB a sum of Rs.
1,392 lakhs has been used for construction of Transmission Lines at
Kashang HEP. During the year 2010-11 the Kashang unit has
transferred all cost of the Transmission Lines amounting to Rs.
6,585lakhs back to the HPSEB Limited. Further It has been observed
that at the time of transfer of transmission lines the loan
component of the PFC utilised on the construction of Transmission
lines has not been transferred to the HPSEB Limited and further a
sum of Rs. 871lakhs has been paid as interest on the above loan by
the Group till 31st March 2017 to the PFC. Thus, a sum of Rs.
871Lakhs is recoverable from HPSEB Limited on account interest
paid to PFC on transmission lines transferred back to HPSEB. In our
opinion Property Plant and Equipment are overstated to the extent
of Rs. 871 Lakhs and the other current assets are understated to the
extentofabove.

The matter has been taken-up with
HPSEB Ltd. Theirreply / acceptability is
awaited. Hence has not been
accounted forin books of accounts.

(viii) The work at Kashang Iland lll (KK Link Line) was stopped by the
contractor since 30.09.2014 and the interest paid on loan has been
charged to the expenditure under construction. Further the unit
has paid interest free mobilisation advance to the contractor
amounting to Rs. 945Lakhsfor which the recovery has not been
started as the 30% work has not been completed. The Interest
component of the loan payable to state govt loan should be
charged to Profit and Loss Account as per the requirements of the
Ind. AS 23 Borrowing Cost No Information in respect of the interest
to be charged to Profitand Loss account has been provided to us. In
the absence of information, we are unable to comment on the
same.

The amount of “Finance Cost” i.e.
interest on borrowings for the period
during which the work was stopped
due to public agitation etc. has been
now accounted for in Books of
AccountsintheF.Y.2018-19.
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(ix) The Sainj HEP has capitalised the cost of employees till the date
of Synchronisation ie 30th June 2017 and after that the employee
cost has been charged to Profit and Loss Account. The water
availability for both the units was available since 15/04/2017 and
the Mechanical Spinning was done for the Unit | on 25/04/2017
thus the construction of the project was completed on 15th April
2017. Thus Employee cost up to 15th April 2017 has to be
capitalised and after that the same has to be charged to the Profit
and Loss Account. The Sainj HEP has capitalised Rs. 151 lacs as
employee cost till 30th June 2017.The cost has to be capitalised till
15th April 2017 when the project was complete which comes to Rs.
26lacs.Thus expenditure to the tune of Rs. 125 lacsis understated.

Necessary rectification has been
carried out and effect has been taken
in the books of accounts in the FY.
2018-19.

(x)The Group has granted EOT of the Shongtong HEP for civil works
till 31st March 2024 with no delay Damages in the 68th Board
Meeting on 24th April 2019. No disclosure for the same has been
madein the notes toaccounts.

This being interim/provisional
Extension of Time, hence no delay
damages has yet been determined
and levied, However while considering
the final EoT, Liquidated Damages, if
any, shall be levied. Disclosure to this
effect has been made in the Directors'
ReportfortheF.Y.2017-18.

(xi) Stoppage of work at Kashang 2 and 3

We Invite attention to Note No 2.67 where in its stated that the work
atKashang Stage 2 and 3 has been pendingin the NGT and the final
outcome may have an impact on the Construction of the Kashang
Stage 2 and 3. Till the final decision of the NGT we are unable to
commentonthe same.

The work of Kashang Stage 2 & 3 was
started in the year 2010-11; the
excavation work of Bbalancing
Reservoir-lll has been completed.
However the work from Kerang-
Kashang link tunnel was started from
downstream end but was stopped due
to the agitation by the people of Lippa
Village. Further, the Intake works and
KK Link Tunnel works from upstream
side could not be taken up by the
Contractor as the site could not be
handed over by HPPCL, since the
Environment & Forest Clearances of
the project were challenged by the
people of Lippa village in the Hon'ble
National Green Tribunal, New Delhi.
Now theissue has been settled and the
construction of approach road from
Lipa Asrang road to Kerang Intake &
Link tunnel site required for executing
the main works of Stage-Il & Ill, has
been started and 362m road out of
800m has been completed. The
amount of “Finance Cost” i.e. interest
on borrowings for the period during
which the work was stopped has been
accounted for in Books of Accounts in
theF.Y.2018-19.
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(xii) Stoppage of work at Sawra Kuddu

The Adit Work allotted to Patel Engg. was stopped by the contractor
& the advance given to the contractor was interest bearing. The
Contractor has not paid the interest component on the advance.

The amount of interest on advance has
been now recoveredintheF.Y.2018-19
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xiii) Apportionment of Corporate and Sunder Nagar (Design | This has been done as per the decision
Wing) ExpensestoRenukajiProject ofthe management.

The Group has apportioned 15% of the total expenditure of
Corporate Office and Sunder Nagar Design Office to Renukaji
Project vide Managing Directors Office Order Note dated
10/11/2017 during the year under 2016-17. It has been observed
that during previous year for Renukaji HEP where only expenditure
of 3% of the total cost of the Fixed Assets and CWIP has been
incurred by the Group till 31st August 2016 on the project, 15% of
the total expenditure of Corporate Office and Sunder Nagar
(Design Wing Expenses) since incorporation of the Group has been
apportioned to the unit and rest has been allocated to the other
units in the proportion of capital expenditure incurred by the
remaining units. The above apportionment ratio has not been
approved by the Board of Directors of the Group. The allocation
percentage and ratio adopted by the Group is also not in
compliance to accounting policy of the Group mentioned at Note
no 1.6 (g) The Group has provided no justification for approving the
percentage of 15% for allocation of corporate office and Sunder
Nagar expenditure to Renukaji HEP. In our opinion the
apportionment of expenditure to Renukaji @ 15% is not justifiable
and thus Rs. 1,948 Lakhs has been excess allocated during the year
2016-2017 to the Renukaji and same has been less allocated to
other units. This has resulted in less apportionment of the
expenditure to the generating unit i.e. Kashang Stage | and Sainj
HEP and may affect the depreciation charged during the year by
the Kashang Stage | and Sainj HEP. In the absence of the
information we are not able to comment on the fewer amounts of
depreciation charged after COD period by the Kashang Stageland
Sainj HEP.

Fixed Assests Cost up to 31st August 2016 (Amount in Lacs)

Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost
Power Project less land cost of total Cost| Allocated Allocated

Sawra Kuddu 113,082 29.39 4,840 4,249

Kashang | 73,532 19.11 3,147 2,763 384
Kashang Il 32,532 8.46 1,392 1,222 170
Kashang IIl

Sainj 102,681 26.69 4,395 3,858 537
Renukaji 12,206 3.17 522 2,470 -1,948
Shongtong 43,343 11.27 1,855 1,629 227
Chirgaon Majhgaon 969 0.25 41 36 5
Triveni Mahadev 598 0.16 26 22 3
Thana Plaun 1,483 0.39 63 56 8
Nakhtan 1,781 0.46 76 67 9
Gyspa Dam 919 0.24 39 35 5
Surgani Sundla 992 0.26 42 37 5
Deothal Chanju 137 0.04 6 5 1
Chanju lll 362 0.09 15 14 2
Berra Dol 107 0.03 5 4 1
Sunni Dam

Sub Total 384,723 100.00 16,466 16,466 —

The Group during the year under review has also adopted the
same method of apportionment and the following are the details
of appropriations made during the year:-

Appropriations made up to 03rd September 2017
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Fixed Assets Cost up to 31st March 2017 (Amount in Lacs)

Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost
Power Project less land cost of total Cost| Allocated Allocated

Sawra Kuddu 1,30,911

Sainj 1,20,446 35 276 243 33
Renukaji 13,815 4 32 122 -90
Shongtong 55,749 16 128 113 15
Chirgaon Majhgaon 1,030 0 2 2 0
Triveni Mahadev 644 0 1 1 0
Thana Plaun 1,866 1 4 4 1
Nakhtan 1,985 1 5 4 1
Gyspa Dam 1,846 1 4 4 1
Surgani Sundla 1,101 0 3 2 0
Deothal Chanju 360 0 1 1 0
Chanju lll 610 0 1 1 0
Berra Dol 306 0 1 1 0
Kashang Il 14,379 4 4

SubTotal 345,049 10000 ——-

Appropriations made after 03rd September 2017

Fixed Assets Cost up to 03/09/2017 (Amount in Lacs)

Name of the CWIP plus Fixed Assests | Percentage Cost to be Cost
Power Project less land cost of total Cost|  Allocated Allocated

Sawra Kuddu 1,41,342

Renukaji 13,846 5 59 163 -104
Shongtong 69,074 27 294 264 30
Chirgaon Majhgaon 1,053 0 4 4 0
Triveni Mahadev 646 0 3 2 0
Thana Plaun 2,120 1 9 8 1
Nakhtan 2,063 1 9 8 1
Gyspa Dam 1,019 0 4 4 0
Surgani Sundla 1,287 1 5 5 1
Deothal Chanju 372 0 2 1 0
Chanju lll 733 0 3 3 0
Berra Dol 2,784 1 12 1 1
Kashang Il 17,666

In our opinion the apportionment of expenditure to Renukaji @
15% is not justifiable and thus Rs. 194 Lakhs has been excess
allocated during the year 2017-2018 to the Renukaji and same has
been less allocated to other units. This has resulted in less
apportionment of the expenditure to the generating unit i.e.
Kashang Stage | and Sainj HEP and may affect the depreciation
charged during the year by the Kashang Stage | and Sainj HEP. In the
absence of the information we are not able to comment on the less
amount of depreciation charged after COD period by the Kashang
Stageland Sainj HEP.

We would further like to submit that no confirmations from the
participating states and the central government have been
provided to us for the inclusion of above expenditure towards the
cost of the Project. In the absence of confirmations we are unable
comment on the recoverability of the expenditure from the
participating states and central government.
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Non-CurrentInvestment Note 2.5

(I) We invite attention to Note No.2.43(i)., the Group has made an
investment of Rs. 337.50 Lac (previous year Rs. 337.50 Lakhs) in the
equity of Himachal EMTA Power Limited (HEPL) which has been

Statement of Facts requires no
comments.
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established as Company's joint venture with EMTA for setting up a
(2¥250 MW) thermal power plant. The Group has 50% equity
participation in HEPL. The Government of India has allotted coal
block to Himachal EMTA Power Limited and JSW Steal Limited for
which another Joint Venture has been made in the Name of
Gourangdih Coal Limited.

“The Hon'ble Supreme Court of Ind.ia (SC) on 25/08/2014 and
24/09/2014 ordered that the allotment of the coal block made by the
screening committee of the Government of India through the
government dispensation route are arbitrary and illegal thus the
Gouragdih Coal Block allotted to Himachal EMTA Power Limited and
JSW Steel Limited has been cancelled.”
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(ii) The Group has made provision for doubtful investments
amounting toRs.337.50lakhs during the year under review.

Statement of Facts requires no
comments.

(iii) The Group Independent auditors of Gourangdih Coal Limited
raised concern in respect of preparing the Financial Statements on
the basis of Going Concern Concept and under Historical Cost
Convention due to deallocation of the Coal Blocks by the decision
ofthe Supreme Court during the year under review.

Statement of Facts requires no
comments.

(iv) We invite attention to note 2.77 where in the Enforcement
Directorate has attached the assets of the Himachal Emta Private
Limited amountingtoRs.259 Lacs.

Statement of Facts requires no
comments.

Other Non-Current Financial Assets Note210

(I) The Chirgaon Unitis showing a sum of Rs. 5 Lakhs as amount paid
to LAO for purchase of land. The accounting unit was transferred
from erstwhile Board (HPSEB). The payment was made by the LAO
of the HPSEB and the land is in the name of HPSEB. The unit was
transferred from the erstwhile HPSEB and the advance account of
the LAO is being carried forward by the unit as advance and the
land is in the possession of the Corporation. The Unit has not
changed the name of the ownership of the corporation in the
revenue records nor has adjusted the advance account. In our
opinion the Group is entitled for title of the land once the award has
been ordered by the LAO and land legally vests with the Group.
Thus, Other Non-Current Financial Assets are overstated to the
extent of above and correspondingly the Property Plant and
Egiupmentis understated to the extent of above.

Transfer of title of the land is under
process.

(ii) The Shongtong HEP, has paid Rs. 45.31 Lakhs (previous year Rs.
44 Lakhs) to land owners for acquisition of land measuring 0.1702
hectare, for the project, at the time of mutation it is found that the
same land was already acquired by HPPWD. The amount is doubtful
for recovery as the amount has not been recovered from the land
owners and a provision for the same is required. In our opinion
Other Non-Current Financial Assets is overstated to the extent of
above and consequently the expenditure is understated to the
extentofabove.

The amount paid is being recovered
from the welfare grants and R&R
benefits accruing to land holders
against the Welfare and R&R Schemes.
An amount of Rs. 2,97,565/- has been
already recovered/adjusted against
the welfare grants payable to the land
owners. An amount of Rs. 9,32,700/-
will be recovered/adjusted from the
welfare grant already due to be given
to these land holders. Further, an
amount of Rs. 8,67,600/- shall be
recovered from the R&R benefits i.e.
free sand and aggregate as per
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requisition of land owners.

(iii) We invite attention to Note No 2.69 where in it is stated that the
amount recoverable from contractors includes a sum of Rs. 7,943
lakhs (previous year Rs. 5,451 lakhs) recoverable from Coastal
Projects on account of risk and cost. The contract with the
contractor was terminated in the year 2013 and the same was
awarded to M/s HCC Limited The amount paid to HCC Limited on
account extra cost has been shown as recoverable from Coastal
Projects. The amount is doubtful of recovery from the Coastal
Projects as there is no agreement with the party to recover the
money as the contract with the party has already been terminated
since 2013.The Group has gone into liquidation as the lender banks
of the contractor has filed liquidation petition with NCLT and the
amount is doubtful of recovery.

In our opinion the amount should be charged to Capital Work in
progress as part of the cost. Thus, Other Non-Current Financial
Assets are overstated to the extent of above and Capital Work in
progress isunderstated to the extent of above.

The non-charging of the above cost to the CWIP will result in under
apportionment of the common cost of the Corporate Office and
Sundernagar Design wing. No Information in respect of the same
has been provided to us. In the absence of information we are
unable tocommentonthe same.

Further the Group has filed a claim of Rs. 33499 Lacs with the NCLT
against the Coastal Projects Limited as the Group has gone into
liguidation. No Details in respect of the same has been provided to
us. In the absence of the information we are unable to comment on
the same.

The recoverable amount is covered
under the claim raised by HPPCL of Rs.
33499 Lacs and till the final decision of
the NCLT, the amount shown as
recoverable can't be shown as
doubtful forrecovery.

(iv) We invite attention to Note No 2.62 where in it is stated that the
Group has not made a provision for Rs. 103 lakhs (Previous Year Rs.
103 Lakhs) recoverable from Gammon India since 2013 through
Directorate of Energy. The amount has to be recovered along with
interest of 10 % per annum.The amount has not been recovered till
the date of audit and the same is doubtful of recovery hence
provision for doubtful advance is required. In our opinion the Non-
Current Financial Assets are overstated to the extent of above and
Expenditure are understated to the extent of above.

The amount shown as recoverable
can't be declared as doubtful till the
Directorate of Energy refuses to re-
imburse theamountinvolved.

(v) The Renukaji HEP has deposited Rs. 186.42 lacs with HPSEBL for
deposit work. The HPSEB has fully utilised the advance and given
the Utilisation certificate to the Group. However the Group has not
capitalised the assets. In our opinion the other Non-Current
Financial Assets are overstated to the extent of above and Capital
workin progress is understated to the extent of above.

Against the total advance of Rs. 186.42
Lacs (given in two instalments) to
HPSEBL for laying construction power
and transmission lines has been fully
utilised by the HPSEBL for various
works assigned to them, as per the
Utilisation Certificate to that effect,
submitted by HPSEBL and the
advance amounts are adjustable
against the expenditure incurred.
Adjustment is pending in Books of
Accounts due to works executed as
intimated vide UC, are being verified
by projectauthorities.
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(vi) The Capital Work in Progress of includes excise duty reimbursed | The amount has been fully recovered
to the contractors by the Group which is exempted as per the | ason31.03.2019.

notification No.108/95-CE, dated 28.08.1995, which provides that
the goods supplied to projects, financed by the World Bank, Asian
Development Bank or any International Organisation, and
approved by the Govt of India, shall be exempted from the whole of
the excise duty/additional excise duty leviable thereon. The Group
has accounted for the expenditure in capital Work in progress by
way of the reimbursement of the same to the contractor
amounting to Rs. 609 lakhs. The Group has shown the above
amount as recoverable from the Contractor during the year under
review. The Group has recovered only Rs. 476 Lakhs (previous year
Rs. 306 Lakhs) from the contractor till the close of the financial year
oftheaudit.

(vii) Grant Receivable Statement of facts requires no
We invite attention to Note No 2.64 where in it is stated that Group | comments.

is showing Rs. 488 lakhs (previous year Rs. 442 lakhs) as recoverable
grant from the Central Government on account DPR and
Investigation Expenses. The Government of India has approved Rs.
1,250 Lakhs for survey and investigation of the project and paid Rs.
500 Lakhs asadvance and the rest of the amount s to be paid on the
submission of the DPR. The work of the DPR is not completed since
2012 due to sustained opposition to the project by local people.
The Central Government has stayed the further payment of the
grantuntil the submission of the DPR. The grant recoverable shown
is not as per para 7 and 8 of the Indian Accounting Standard (Ind as)
20 Accounting for Government Grants and Disclosures thereof
which states that:-

“7 Government grants, including non-monetary grants at fair
value, shall not be recognised until there is reasonable assurance
that:

(a) the entity will comply with the conditions attaching to them;
and

(b) the grants will be received.

8 A government grant is not recognised until there is reasonable
assurance that the entity will comply with the conditions attaching
toit, and that the entity will comply with conditions attaching toit,
and that the grant will be received .Receipt of a grant does not of
itself provide conclusive evidence that the conditions attaching to
thegrant have been or will be fulfilled.”

The grant recoverable is not as per the applicable IND AS 20 and the
contention of the Group is that as the project is of National
importance and the concerned ministry is continuously pursuing
the matter with the State Government and directing the Group to
take appropriate action to resolve the issue with the affected
families so that the survey investigation work may be completed at
the earliest. In our opinion the continuous monitoring of the
project by the ministry and the Central Government and further
directions toresolve theissue with effected families at the earliest is
a sufficient compliance for the condition attached to the grant as
perthe requirement of IND as 20.

(viii) The Shongtong unit is showing following advances to the | The recovery of mobilization advance
contractors the recoverability of the same is dependent on the | has now started. An amount of 284.00
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completion of the project and the same has not been discounted
and shown as per the fair value as required by IND AS 113. In the
absence of information, we are unable to comment on the same
(Please also refer Note 2.47). The following are details of the
advances (Amount in Lacs)

- Current Year Amount Previous Year Amount

Patel Engineering 5,143.00 5,236.97

2. Andtriz Hydro 3,155.00 3,708.74
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lacs on account of mobilization
advance has been recovered from M/s
PEL till 31.03.2020.

An amount of 1637.38 lacs against
mobilization advance has been
recovered from M/s AHPL upto
31.03.2020.

Further, as the completion date of the
project is uncertain, hence
discounting can't be done at this stage.
Hence Ind. AS 113 can't be complied
with.

(ix) The Shongtong unit has given advance of 100 lacs (Previous
Year Rs. 50 lakhs) to IPH Khwangi for irrigation scheme and the
same has not been charged to expenditure during construction. In
our opinion the Non-Current Financial Assets are overstated to the
extent of above and CWIP are understated to the extent of above.

Out of the amount of advance given to
“IPH" Rs. 80 lakh has been is adjusted
till 31.03.2020. Efforts are being made
to obtain the utilization certificate of
the balance amount of Rs. 20 lakh.

(x) The Shongtong unit has given advance of Rs. 10 lakhs and Rs 25
lakhs to HPPWD on 04th October 2013 and 07th December 2016
andthe same has not been charged to expenditure during
construction as the as the work has been completed before the
finalisation of the Balance sheet. In our opinion the Non-Current
Financial Assets are overstated to the extent of Rs. 35 lakhs and
CWIP are understated to the extent of above.

The advances have been fully adjusted
ason31.03.2018.

(xi) The Shongtong unit is showing advance of Rs. 154 lacs (
Previous Year Rs. 200 lakhs) to HPSEB as on 31st March 2018 and. As
the advance will not be recovered from the agencies and assets are
being used by the corporation the same should be capitalised. In
our opinion the Non-Current Financial Assets are overstated to the
extent of Rs. 154 lakhs and CWIP are understated to the extent of
above.

As on date only Rs. 35.49 lakh is
remaining to be adjusted as on
31.03.2020, from advance given to
HPSEBL and assets for the utilised
amount has been booked. Efforts are
being made to obtain the utilization
certificate against the above amount
and accordingly advance shall be
adjusted.

(xii) The Sawra Kuddu HEP is showing a sum of Rs. 714 lakhs (Rs.
1,186 lakhs) as Deposit Work Paid which has not been capitalised
for want of utilisation certificates from the executing agencies. As
the advance will not be recovered from the agencies and assets are
being used by the corporation the same should be capitalised. In
our opinion the Non-Current Financial Assets are overstated to the
extent of ¥714 lakhs and CWIP are understated to the extent of
above.

Rs. 485 Lacs against advance given is
pending for adjustment as on
31.03.2020. Regular correspondence
regarding submission of Utilisation
Certificate by HPSEB Ltd. is being done
and the remaining advance amount
shall be settled/recovered accordingly.

(xiii) The Beradol Unit has not capitalised the Advance amounting
toRs. 15 Lacs during the year under review as the advance is of non
recoverable nature. Thus the Other Non Current Assets are
overstated to the extent of above.

Has been settled/capitalised in the
F.Y.2018-19.

(xiv) The Chanju lll has not capitalised the advance to HPPTCL for
design and survey work amounting to Rs. 17 lakhs. Thus the Other
Non Current Assets are overstated to the extent of above.

(xv) The Deothal Chanju has not capitalised the advance to HPPTCL

Advances amounting to Rs.
17,32,900/- and Rs. 12,60,300/- has
been issued to HPTCL as on
18.07.2016, for carrying out detailed
survey of transmission line in respect
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for design and survey work amounting to Rs. 13.00 lakhs. Thus the
Other Non Current Assets are overstated to the extent of above.
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of DEOTHAL-CHANJU and CHANJU-III
HEPs, alongwith the preparation of
forest clearance and other PTCC cases.
HPTCL has finished survey work and
obtaining of forest clearance is in
process. Final bill will be submitted on
the completion of work and
accordingly advance will be adjusted.

(xvi) The Sainj Unit has not capitalised the advance to HPPTCL Rs.
500 lakhs. Thus the Other Non Current Assets are overstated to the
extent of above. The Consequential Depreciation the above assets
is understated to the extent of Rs. 15 Lacs during the year under
review.

The amount has been adjusted /
Capitalized on receipt of Utilisation
Certificateon 11.09.2018.

(xvii) The Sainj unit has given advance against the retention money
to HCC limited amounting to Rs. 450 Lacs. The Contractor has not
paid the Advance and the interest due on the same. Thus advance
to Contractor and Retention money is overstated to the extent of
above.

As per Supplementary Agreement SA-
12 The loan of Rs 4.50 Crores with
interest has been issued to HCC
against Bank Guarantee of amount
Rs.5.18 Cr., which cannot be encashed
being stayed by Hon'ble Arbitral
Tribunal in reference -IlIl. A revised
claimamount of Rs6.18 Crore has been
raised by HPPCL as counter claim.

(xviii) The Sainj unit has paid Rs. 50 Lacs to HP Fisheries Department
but the expenditure has not been booked. The Advance is not of
recoverable nature and should have been capitalised. Thus the
OtherNon Current Assets are overstated to the extent of above.

The Director-cum-Warden of fisheries
has been requested to supply the
Utilization certificate.

(xix) The Sainj unit has paid Rs. 10 Lacs to State Pollution
Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been
capitalised. Thus the Other Non Current Assets are overstated to
the extentofabove.

A Utilization certificate has been
received from H.P. State Pollution
Control Board wherein it has been
certified that an Amount of Rs.
1,06,048/- has been utilized during
2017-18 against the advance amount
of Rs.9,87,388/-.

(xx) The Sainj unit has shown Rs. 9 Lacs as recoverable from DOE on
account of LADF charges paid on Infirm Power. The amount is not
recovered till date and provision for the same is required. Thus the
Other Non Current Assets are overstated to the extent of above and
expenditureis understated to that extant.

Necessary correspondence in this
respect is being done with Directorate
of Energy. The amount shall be settled
accordingly.

(xxi) The Sainj unit has shown Rs. 71 Lacs as interest recoverable
from HCC on account of advance given against retention money.
The Party has not repaid the amount of advance & nor the interest
on the same has been paid back hence provision for the same is
required. Thus the Other Non Current Assets are overstated to the
extant of above and expenditure is understated to that extant.

The amount is still recoverable form
the contractor. However if it is not
repaid shall be recovered from the
retention money of the contractor.

(xxii) The Kashang unit has not capitalised the Advance given to
HPPWD amounting toRs. 15 lacs. Thus the Other non-current assets
are overstated to that extant.

Advance has been adjusted in the F.Y.
2018-19.

(xxiii) The Sawra Kuddu Unit has debited Rs. 41 lakhs to Patel

The said amount was withheld /
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Engineering on account of Risk and award cost of the work done.
The contractor has not paid the amount till date. Thus Provision for
non recoverability of amount is required. Thus other non-current
Assets are overstated to that extant.
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recovered, but later on was released
due to the decision of Dispute Board in
favour of the Contractor. Now the said
case of recovery is under arbitration,
hence can't be shown as doubtful at
this stage.

(xxiv) The Sawara Kuddu Unit has shown a Sum of Rs. 665.00 Lacs as
amount recoverable on account interest and penalty on entry Tax.
The contractor has not paid the amount till date. Thus Other non
current Assets are overstated to that extant.

Provision has been made, but the
recovery can't be affected till the final
decision of case by Appellate Tribunal.

(xxv) We invite attention to note no 2.62 (b) where no provision has
been made as the proposal has been sent to the BOD for writing off
theamount.

The Board of Directors in its 70th
Meeting held on 3rd December 2019,
has decided to forego the expenditure
incurred by HPPCL on Suni Dam HEP
(now allotted to SJVNL) against the
goodwill extended by SJVNL, by
remission of expenditure on
renovation of Himfed Building, hired
by HPPCL. Accordingly the amount has
been written-offintheF.Y.2018-19

Trade Receivables Note 2.12

(I) The Kasanag Unit is showing Rs. 103lakhs(previous year Rs. 73
lakhs) as amount recoverable from HPSEB Limited on account of
Late payment surcharge which has not been accepted by the party
and the same amount has not been paid by the customer till date
and only sale of power is being paid by the party. In our opinion the
amount recoverable is overstated and a provision for amount
doubtful for recovery is required. Thus, Trade receivable is
overstated to the extent of above and the expenditure is
understated to the extent of above.

The same has been recovered/settled
intheF.Y.2019-20.

(ii) We invite attention to Note No 2.58 wherein it is stated that
HPSEB Limited has retained Rs. 1369 Lakhs (Previous Year Rs. 1,369
lakhs) as amount due on account of Leave salary and pension
contribution of employees appointed on secondment basis with
the Group. In our opinion the trade receivables are overstated to
the extent of above and also the liabilities are overstated to that
extant.

The same has been settled in the FY.
2019-20.

Other Current Assets Note 2.18

() The Sawra Kuddu unit has not shown the amount recoverable
from Patel Engineering on account of recovery of concrete cutting
amounting to Rs. 84lakhs. In our opinion the other Current Assets
are understated to the extent of above and CWIP is overstated to
the extent of above.

Currently the case is under arbitration /
subjudice, hence has not been shown
asrecoverable.

Non-Current Other Financial Liabilities Note 2.21

(i) Long Term Borrowings

The Group has taken loan from the State Government for
construction of Hydro projects. The Group has not paid the
Instalment and interest on the State Government loans. The State
Government has provided deferment of loan and interest for the

The case of deferment of loan dues is
under active consideration of Govt. of
Himachal Pradesh and formal letter in
thisregardis awaited.
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amount accrued up to January 2017 till FY 2018-19. The instalment
interest due after January 2017 till the close of the year has not been
paid by the Group to the state Government. We invite attention to
Note 2.73 where in the Group has made the request for the
deferment of Instalment & loan to State Government however no
confirmation from the State Government has been received till
finalisation of the report. In our opinion the Group has defaulted in
payment of instalments & interest to the state govt. holding 29% of
the equity. However there is no other default in payment of loan &
interestto any other Financial Institutions/Banks.
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(ii) The Long-term Liabilities includes EMD, Retention Money and
Security Deposits pending since inception of projects and the same
has not been paid till the close of the year. The Internal control in
respect of them is very weak and should be strengthened and the
liabilities should be assessed at fresh and should be charged to
revenue in appropriate cases.

EMD, Retention Money and Security
Deposits etc. are being released to the
contractors, whenever, claims are
being submitted by the contractors.

Non-Current Liabilities Provisions Note 2.23

(I) For Group Employees

We invite attention to note 1.20 and 2.41 where in the policy
adopted for employees benefit and accounting in respect of the
same has been disclosed. The Above policy is not in compliance
with the Ind AS 19 Employees Cost in relation to Post Employment
defined Benefits plan in the matter of its recognition and
measurement. In the absence of Information, we are unable to
comment on the same of its impact in the balance sheet and profit
and Loss Account.

Adequate provisions have been
created as per the defined Gratuity and
Leave Encashment Plans, adopted by
the Corporation.Note No.2.41, refers.

(ii) For HPSEB Employees

The provision for leave encashment liability, gratuity liability and
pension Liability of HPSEB employees has been calculated based
on formula adopted by HPSEB Limited. The Liability provided for is
subject to the confirmation from HPSEB Limited.

In the absence of information and confirmation from HPSEB
Limited we are unable to comment on the effect of the same on the
financial statements at the close of the year.

Calculation of liabilities is based on the
methodology devised by State /
Central Govt. and on terms &
conditions accepted by both the
parties.

(iii) The Group has shown Gratuity Liability at the close of the yearin
excess by Rs. 19 lacs. Thus Provisions non-current is overstated to
theextantofabove.

Has been rectified in the in the FY.
2018-19.

(iv) The Group has shown Leave Contribution Liability at the close of
the year in excess by Rs. 46 lacs. Thus Provisions non-current is
overstated to the extant of above.

Has been rectified in the in the FY.
2018-19.

Other Non-Current Liabilities Note 2.24

a) Utilised Grant Renuka ji

() The Group has incurred following expenditure on the Renukaji
projecttill 31st March 2018. T

Tangible Assets 42,095 29,722

Capital Work in progress 32,014 43,405

Advances 199 259

74,308 73,387

Grant Received 68,549 68,549

68,549 68,549

Shortfall 5,759 4,838

The same shall be shown as
recoverable once the ratio of
contribution by each participating
statesisfinalised.

253
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There is a shortfall of expenditure to the tune of Rs. 5,759 Lakhs
(Previous year Rs. 4,838) Lakhs which has to be borne by the
participating states. No information about the share of the
expenditure of the participating states and confirmation from
them has been provided to us for verification. In absence of
information we are notable to comment on the same. The Renukaji
unit has not made any provision for the amount recoverable from
the participating states and the central government. In our opinion
the other current assets are under stated to the extent of above
similarly the other non-current liabilities are understated to the
extent of above.
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(ii) The Group has requested the Government of India for additional
amount of ¥ 31,602 lacs to be deposited with the courts on urgent
basis. The GOI has denied the request and with the condition that
funds can only be granted after settling of all the clearances. UYRB
has also directed all the participating states to deposit their
respective share money with HPPCL but till date no contribution
has been received and no disclosure of the same has been made in
the notes of accounts.

Disclosure to this effect has been given
in the Directors' Report. However it is
brought out here that the Investment
Clearance to the project has been
obtained on 07th August 2020. Now
only the CCEA approval is the only
approval left, which is expected by
December, 2020.

(i) We invite attention to para 2 (xiv) of our audit report regarding
allocation of expenses to Renukaji HEP wherein its stated that the
allocation of expenditure of Corporate office and Sunder Nagar
Design Wing to the unit has not been confirmed / approved by the
participating states and the central government. In the absence of
confirmation and approvals we are unable to comment on the
apportionment of expenditure charged to the Renukaji HEP. The
Group has allocated Rs.2111 (previous year Rs. 1,826 lakhs) as share
of corporate office and design wing expenses to the Renukaji HEP
till 31st March 2017. In our opinion the amount recoverable from
participating states will be reduced by Rs. 2111 (previous year Rs.
1,826 lakhs) givenin above para.

The proportionate expenditure of
Corporate office and Design Office has
been allocated on the basis of
expenditure being incurred by HPPCL
on Renukaji HEP. Further, prior
approval of beneficiary States for such
allocation may not be required,
keeping in view that a major portion of
the funds required for construction of
Dam, shall come from Central Govt.
and only 10% of the funds required
shall be contributed by beneficiary
states.

(iv) The Group is earning interest on the surplus funds of Renukaji at
Corporate Office by investing the same in short term Fixed
Deposits. The Interest earned on the same has not been shown as
addition to the Grant nor has the same been reduced from the
incidental expenditure during construction period of the unit. The
above practice is not in line with the significant accounting policy
adopted by the Group (refer Note 1.16). In the absence of
information, we are unable to comment of the effect of the same on
the Financial Statements.

This has been done as per the decision
ofthe management.

10.

Current Liabilities Other Financial Liabilities Note2.26

(i) The Liability on account of Retention Money, Security Deposit
and dues payable to Contractors and suppliers are subject to
Confirmation. In the absence of Information, we are unable to
commentonits effect on assets and liabilities.

Confirmations of Balance payable as
on 31st March 2018, were sought from
respective Contractors/ Govt.
Departments. Based on the
confirmations received/not received,
the liabilities have been shown in
Books of Accounts.
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(ii) The different units of the Group are showing separately the
amount payable and recoverable from HPSEB Limited. No
Confirmation from the HPSEB Limited has been provided to us for

Most of the amounts under Payable
and Receivable heads, pertaining to
HPSEBL have been settled. In case of
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the amount payable and recoverable. In our opinion only one
account of the HSPEB Limited should be maintained and net
balance of recoverable or payable should be shown in the financial
Statements.

remaining pending entries necessary
reconciliation is being done and the
accounts shall be settled accordingly.

(iii) The Other Current Liabilities includes EMD, Retention Money
and Security Deposits pending since inception of projects and the
same has not been paid till the close of the year. The Internal control
inrespect ofthem s very weakand should be strengthened and the
liabilities should be assessed at fresh and should be charged to
revenue in appropriate cases.

The liabilities against EMD, Retention
Money, Security Deposit and dues
payable to Contractors are released on
the basis of verifications of claims by
EIC concerned, as and when claims are
submitted by Contractors.

(iv) The Other Financial Current Liabilities includes Rs. 72 lakhs
(Previous Year Rs. 62 lakhs) as unclaimed money on account of
payables, retention, security and other payables to the contractors.
The amount has been shown under this head because the persons
to whom amount is payable is not traceable. In our opinion the
other current financial liabilities are overstated to the extent of
above and necessary provision for amount written back should be
provided.

Decision in this regard is under
consideration.

(v) The Sawra Kuddu unit has made a provision for CAT Plan
Expenses on 04thJanuary 2016 amounting to Rs. 69 lakhs. The Unit
has informed us that the amount has not been paid as the previous
utilisation certificates have not been provided by the Forest
Department. In our opinion the amount is of the nature of withheld
amount and should be shown under the head Non-Current
Financial Liabilities. Thus, current Liabilities are overstated to the
extentofabove.

The amount is withheld for want of
Utilisation Certificate.

(vi) The Corporate Office has not made the provision for demand
raised by the PF Commissioner for the period 09/2008 to 06/2011
on account of PF contributions of Unregistered Contractors
amounting to Rs. 189 Lakhs on 02nd August 2018 (refer Note 2.60).
The Liability was known to the management before the approval of
the Financials by the BOD i.e. 28th November 2018. Thus, current
liabilities are understated to the extent of above.

Matter being subjudice, has been
shown under contingent liabilities
under Notes on Accounts No.2.60

(vii) Local Area Development Fund: -

We Invite attention to Note 2.66 where in the Group has not made
any provision of amount payable to LADA fund on account increase
in cost of the Projects. The following are the details of the Projects
and understatement of Liability on account of additional amount
payableto LADA Fund.
TSR L N L e

Kashang Il and IlI 184.60

Sainj 1,270.93 19.06 17.97 1.09

Sawra Kuddu 1,672.19 25.08 24.50

In our opinion the Capltal work in progress is understated to the
extent of Rs. 368 lakhs and correspondingly. Current Liabilities are
alsounderstated to that extant.

Amount payable against LADF have
been deposited regularly. Due to
ongoing works at project ends the
project cost is not yet finalised. Hence
the exact amount of final instalment is
not determinable at this stage. The
marginal amount remaining to be
deposited is subject to further
adjustments and shall be accordingly
provided. In respect of Kashang Stage-
Il & lll, the amount of LADF couldn't be
deposited as the work execution was
stopped by the Local people for long
period.

(viii) Survey and Investigation of Khab Hydro Electric Project
We Invite attention to Note 2.63 wherein it is stated that the Group
has not accounted for Rs. 1,273 lakhs (previous year Rs. 1,273 lakhs)

HPPCL has reiterated its position to
SJVNL that due to encroachment of
domain by up-stream and
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on account of survey and investigation work done by SJVN. Thus,
Current Liabilities are understated to the extent of above and
similarly the Capital Work in Progress is understated to the extent of
above.
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downstream projects, the
investigation and survey works carried
out by SJVNL is of no use to HPPCL and
therefore, it is not in a position to take
into account the expenditure incurred
by SJVNL. After such correspondence,
SJVNL has stopped pressing its claim
further.

(ix) The Corporate Office has booked the IUT to Sainj Unit
amounting to Rs. 2.93 lacs during the year on the basis of letter to
bank to pay the payment through NEFT to HCC limited. The NEFT
was actually issued by the bank in the month of April 2018. Thus
Current liabilities as well as Bank Balance are understated to that
extant.

Due care shall be taken in future.

(x) The Sainj Unit has not Charged GST on the Liquidation Charges
amounting to Rs. 775.80 lakhs on Rs. 4310.00 Lacs charged from
HCC during the year under review. The Group has not shown the
Liability under GST returns filed during the year under review nor
the same has been charged to the contractor .Thus the current
liabilities and understated to that extant and other non-current
assetsisalsounderstated to that extant.

As the Liquidation Charges pertain to
pre GST regime, hence GST has not
been levied on LD Charges.

(xi) The Kashang Unit has not Charged GST on the Liquidation
Charges amounting to Rs. 534.42 lakhs on Rs. 2969 Lacs charged
from HCC.The Group has not shown the Liability under GST returns
filed during the year under review nor has the same been charged
to the contractor. Thus the current liabilities and understated to
that extant and other non current assets is also understated to that
extant.

As the Liquidation Charges pertain to
pre GST regime, hence GST has not
beenlevied on LD Charges.

(xii) The Corporate Office has shown bills payable amounting to Rs.
4 |acs for which no details are available. Thus current Liabilities are
overstated to the extant of above.

Has been settled intheF.Y.2018-19.

(xiii) The Corporate Office has shown Rs. 35 lakhs as amount
payable to Director cum Member Secretary and also the amount
has been shown as advance to the Government department and
the advance paid has not been adjusted at the close of the year.
Thus Current Liabilities and advance to government department is
overstated to the extant of above.

Has been settledinthe F.Y.2018-19.

(xiv) The Corporate Office has shown Rs.23 lakhs as amount payable
to Anand Toyota and also the amount has been shown as advance
tothe Anand Toyota and the advance paid has not been adjusted at
the close of the year. Thus Current Liabilities and advance to
government department is overstated to the extant of above.

Has been settledinthe F.Y.2018-19.

(xv) We invite attention to note 2.72 where the Corporate Office has
shown Rs. 500 lacs as amount payable to the Kisahau Corporation
Limited on account Equity Contribution of the State Government
for the seed Money. No Confirmation from the Kisahu Corporation
Limited and directions from the State Government to keep the
money with Group has been provided to us for verification. In the
absence of information we are unable to commenton the same.

The amount Shall be disbursed to
Kishau Corporation Ltd. on receipt of
instruction from GoHP and requisition
from Kishau Corporation Ltd.
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(xvi) In Consolidated balance sheet the Current Other Financial
Liabilities is understated by Rs. 29,291 and Non Current Financial
Liabilities is overstated to the same extant.
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Has beenrectifiedintheF.Y.2018-19

11.

Otherincome Note 2.25

The Shongtong unit has not accounted for the Foreign Exchange
fluctuations amounting to Rs. 18.07 lakhs. Thus the income is
understated to the extantof above.

Rectification of the same has been
doneinnextF.Y.2018-19.

12.

Sale of Power

() The Kashang and Sainj HEP have booked the Sale of Power in the
books of accounts on net realisation value of the Group Share. No
Accounting entry for the Free Power to State Government, LADA
Share and auxiliary power has been made in the books which are
not in lines with the previous year accounting policy adopted by
the Group. We Invite attention to note 2.57 (b) where in the change
in accounting policy has been indicated by the Group. The
following are the details in respect of the same and comparative
figures of the previous year. e

I T N

3000002 Sale of Energy 1,366.00 198.89

1,366.00 198.89
4000750 Free Power to State Govt (Royalty) 1,129.00 172.45
4000751 Free Power to State Govt (LADF) 94.00 1437
4000752 Generation/Auxiliary Energy Expenses 143.00 12.07

The Group has not disclosed the impact of the same and as result
the figures of current and previous year are not comparable. The
non accounting of the same will have impact on the
apportionment of expenditure of corporate office and DW
Sundernagar to various units during the year under review. The
impact of the same cannot be quantified hence we are unable to
commenton the same.

During the FY. 2017-18, the power
generated was sold in energy
exchange directly. As the portion of
free power @13% was not remitted to
Corporation and non-availability of
exact figure of free power given to
State Govt. and to LADF, the amount
booked under sale of power is net of
such free power. Disclosure under
Note Para 2.57(b), refers.

13.

Apportionment of expenditure and Income of Corporate
Officeand Sunder Nagar

(i) Expenditure of Corporate Office and DW Sunder Nagar

It has been observed that at the time of apportionment of
expenditure of Corporate office and Design Office the net
expenditure incurred during the year has been apportioned in the
ratio of 156:209 from 01st April 2017 to 3rd September 2017 and
4th September 2017 to 31st March 2018. (refer Significant
Accounting Policy no 1.6 g and Note no 2.57(c)). The above
apportionment is not in line with the accounting policy referred in
note 1.6 g which states that the “The Expenditure of Corporate office
and Sunder Nagar design office is allocated to different accounting
unitson systematic basis.”

In our opinion the expenditure and income should have been
apportioned separately on actual basis between the pre and post
cod period to different units. The Adoption of wrong method of
apportionment may effect the allocation of cost to different units
and the effect on its depreciation after commissioning of the
projects. In the absence of information we are unable to comment
onthesame.

Keeping in view practicability, the
allocation has been done. The
methodology has been disclosed in
the Notes on Accounts No. 2.57(c).
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The allocation of interest earned on
short term bank deposits, made out of
idle funds, have been allocated on the
basis of the practice being followed
since earlier years and also as per the
decision of the management.

Further necessary adjustment in
respect of Kashang Unit stage-|, for Rs.
The Group has received the following interest on Fixed Deposits | 32 Lacs and Sainj unit Rs. 5 Lacs has
and ondifferent type of funds during the year:- been done in the next F.Y.i.e. F.Y. 2018-

mm Current Year Amount | Previous Year Amount To be apportioned to 1 9

(ii) Income of Corporate Office and DW Sunder Nagar

It has been observed that the income of the corporate office mainly
consists of the interest earned on Fixed deposits by making short
terminvestments of the following funds: -

- Funds received for Equity

- Funds for Renukaji Project

-Imprest Funds for ADB Funded Projects State Govt Loan

-Interest on Funds With LAO

Equity Funds 5,26,73,054.00 4,48,74,572.00 All the Units
2. Renuka Funds 16,88,61,940.00 13,66,17,713.00 To Renuka Funds
3. Trench 1 State Govt Loan 6,38,102.00 Sawra Kuddu & Kashang
4. Trench 2 State Govt Loan 19,32,856.00 Sawra Kuddu
5. Trench 3 State Govt Loan 1,92,56,416.00 Kashang and Sainj
Trench 4 State Govt Loan 1,51,16,776.00 Shongtong

Interest on Funds with LAO 1,55,69,369.00 58,97,174.00 Renuka ji

The Group has allocated income to various projects on the basis of
allocation of expenditure to different units as per accounting policy
of the Group during the year under review. The following are the
details of the allocation: -

“ 01/04/2017 to 03/09/2016 | 04/09/2017 to 31/03/2018

Sawra Kuddu 3,29,87,549 6,73,28,108 10,03,15,657
Kashang | 26,70,216 5,36,229 32,06,445
Kashang Il 36,23,378 84,15,016 1,20,38,394
Sainj 3,03,50,630 4,67,774 3,08,18,404
Renukaji 1,52,00,470 2,03,65,183 3,55,65,653
Shongtong 1,40,47,853 3,29,03,088 4,69,50,941
Chirgaon Majhgaon 2,59,437 5,01,605 7,61,042
Triveni Mahadev 1,62,369 3,07,712 4,70,081
Thana Plaun 4,70,086 10,09,796 14,79,882
Nakhtan 5,00,306 9,82,545 14,82,851
Gyspa Dam 4,65,096 4,85,333 9,50,429
Surgani Sundla 2,77,391 6,12,947 8,90,338
Deothal Chanju 90,830 1,77,178 2,68,008
Chanju lll 1,53,629 3,49,170 5,02,799
Berra Dol 77,227 13,26,201 14,03,428

“ 10,13,36,467 13,57,67,885

The allocation of income of the corporate office to the units is not
on the basis of the actual receipt of the interest on different type of
funds. The above basis is also used in the allocating the income up
to 31stMarch 2018 by the Group. No Adjustment has been made for
the allocation of income for the year 2016-17 already reported in
previous year report. The apportionment of the income on the
basis of the funds kept by the corporation may have impact on the
incidental expenditure which has to be allocated to the individual
assets of the unitat the time of the commissioning of the project. In
the absence of the information we are unable to comment on the
same and its impact on the cost of the individual units under the
head Capital workin progress and Property Plantand equipment.

The Kashang Unit stage | has booked Rs. 32 lakhs and Sainj unit has
booked Rs. 5 Lakhs as income from interest on Fixed Deposits and
Bank Deposits after COD Period as share of Income of Corporate

23,71,04,352
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Office. The above apportionment of the income to the unit has no
relevance as projects was under operations and no funds of Equity
and Imprest fund from State Govt (ADB funds) is at the disposal of
the Unit. Thus, the Income on account of Interest on Fixed deposit
and Bank Interest is excess shown by the unit as proportion of
income to the unit which has to be adjusted with the Incidental
expenditure of the projects under construction as per accounting
policy of the Group. Thus, the income during the year is overstated
to the extent of Rs. 37 lakhs and capital work in progress in
overstated to that extent. We invite attention to Note number 2.80
where the Group has changed the accounting policy in respect of
charging of expenditure of corporate office and sundernagar
Design Wing during the year under review.

HIMACHAL PRADESH POWER CORPORATION LTD.
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(iif) The Group has not taken the Infirm Sales of Power and Free sale
of power and auxiliary use of power while calculating the Ratio of
apportionment of the expenditure of Corporate Office and Sunder
Nagar Design wing in the case of the commissioned projects. The
following are the details of the infirm power sale Free sale of power
and auxiliary use of power not taken into consideration by the
Group:-

1

(Amount in Lacs)

2016-2017

Kashang Stage 1 Infirm Sale 267.50
2 Sainj Infirm Sale 832.09 43,405
832.09 267.50
3 Free Sale of Power to state Govt 1,129.00
4 Free Power LADF 94.00

5 Auxillary Energy 143.00

1,366.00

Non considering the above may have impact on the
apportionment cost on the commissioned and non commissioned
project.We are unable to comment on theimpact of the same.

The observation has been overruled
vide supplementary audit report of the
C&AG.

(v) The expenditure of the Sundernagar Design Wing has been
transferred to Different units during the year review. The following
arethe details of the same.

Name of Power Project | 01/04/2017 to 03/09/2017 04/09/2017 to 31/3/2018

Sawra Kuddu 1,92,81,500 3,93,52,976 5,86,34,477
Sainj 1,77,40,199 2,73,412 1,80,13,611
Renukaji 88,84,803 1,19,03,358 2,07,88,161
Kashang | 15,60,764 3,13,424 18,74,187
Shongtong 82,11,088 1,92,31,707 2,74,42,795
Chirgaon Majhgaon 1,51,644 2,93,186 4,44,830
Triveni Mahadev 94,906 1,79,857 2,74,763
Thana Plaun 2,74,769 5,90,221 8,64,991
Nakhtan 2,92,433 5,74,294 8,66,727
Gyspa Dam 2,71,853 2,83,675 5,55,528
Surgani Sundla 1,62,138 3,58,265 5,20,402
Deothal Chanju 53,091 1,03,560 1,56,651
Chanjull 89,797 2,04,088 2,93,886
Berra Dol 45,140 7,75159 8,20,299
Kashang Il 21,17,895 49,18,539 70,36,434

The Design wing has not provided to us details regarding
expenditure incurred on various projects and no job cards has been

Statement of facts requires no
comments.
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kept by the design wing to substantiate the expenditure incurred
on various projects. In the absence of information we are unable to
commentonthe same.

14.

Provision forIncomeTax

We invite attention to Note No 2.68 where in no provision has been
made by the Group forincome tax.

We also invite attention to note 2.54 where in the cases for earlier
years are pending with different authorities and the outcome of
which are uncertain and may affect the amount shown as Deposits
with Income Tax authorities Rs. 9,195 lakhs (Previous Year Rs. 7,774
lakhs (refer note 2.10), and Income Tax Refund due Rs. nil (previous
year Rs. 1,066 (refer note 216). In view of the uncertainly involved
and the matter is subjudice we are unable to comment on the
recoverability of the above amount and its effect on the Financial
Statements.

Matteris still subjudice.

15.

Goods and ServiceTax

The Group has not complied with all the provision of the Goods and

Service Tax Act while preparing the monthly returns and the annual

returns for the year under review.

We have checked some instances and we have observed that the

Goods and Service tax has not been deposited on following

expenditures and Income:-

. TenderIncome

. Liquidation Charges

. Rentlncome

. Transit Camp Income

. Late Payment Surcharge

. Payments Made to Government Departments and Government
Bodies under Reverse Charge.

7. Reimbursement of Expenses from Contractors

8. Sale of scrap.

9. Arbitrators fees under reverse charge

The Group has appointed GST auditor to conduct the GST audit

under the GST Act .However the GST report has not been submitted

till the date of the finalisation of this report. In the absence of the

report we are unable to comment on the final liability of GST along

with interest and penalty.

O Ll WN =

Compliance to GST Act. has been
ensured. Further GST Audit has been
completed and most of actions with
respect to the points suggested in the
Audit report has been taken.

16.

Quantitative Details inrespect of energy generated and sold
We invite attention to Note2.49 where in the Group has stated that
it has installed capacity of 165 MW as on 31st March 2018. The
Group has capacity 65 MW *3i.e. 195 MW and all the three turbines
was in operation and was used alternatively by the Kashang HEP
during the year under review and the installed capacity of the Sainj
HEP is 100 MW which is being commission during the year under
review. Thus total Installed capacity is 295 MW instead of 165MV In
our opinion the installed capacity is understated to the extent of
135 MW.

In case of Kashang HEP Stage-l (65
MW), even though all the three Units of
65 MW each have been commissioned,
but only single machine/unit can be
operated at a time, because water
availability, provisioned so far is only
for operating single machine of 65 MW,
as the KK Link Line in case of Kashang
Stage Il & lll, is not yet constructed.
However, all the machines are being
run on alternate basis by project
offices. Therefore, the installed
capacity of this Kashang Stage-I is (65
MW) only, owing to non-linking of
required water resource from
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Kashang Il and Il (K K Link Line) to
operateall the three Unitsatatime.

17.

Allocation of expenses of Kashang 1,2and 3

() The method adopted for allocation of expenses by the Kashang
Unit to Stage 1, 2 and 3 is not systematic and nor consistently
followed,

Stage 1 84% 70%

Stage 2and 3 16% 30%

The Kashang Unit has not taken the correct cost while making the
ratio of apportionment for common expenses to stage 2 and 3.
Thefollowingis the variance:
I T T
Capitalized Assets 8,18,47,566.00 8,18,47,566.00
CWIP-AUC 1,85,51,87,478.00 1,39,15,89,435.00 46,35,98,043.00

Total Block 1,93,70,35,044.00 1,47,34,37,001.00 46,35,98,043.00

Thus the Unit has taken excess cost of CWIP- AUC while calculating
the ratio for the apportionment of expenses which will have effect
of the ratio of the apportionment of expenses. The Revised ratio of

appropriation of expenses will be as under :-
Project Cost of IKHEP as per Books 31.03.2017 for apportionment of Exp.

Gross Block Stage-I (Rs.) Stage-lI&lll (Rs.) Total (Rs.)

Capitalized Assets 10,03,02,89,729.20 8,18,47,566.00 10,11,21,37,295.20

CWIP-AUC 52,85,587.30 1,39,15,89,435.00 1,39,68,75,022.30
Ratio for apportionment 87% 13% 100%
Ratio Applied 84% 16% 100%

Variance 3% -3% 0%

The Kashang Stage 1 has charged less expenditure to the tune of Rs.
25 lacs to the profit and loss Account and similarly the CWIP of
Kashang 2 and 3is overstated by the above amount.

Project cost at the end of the year is
being taken as base for charging the
common expenditure of the project to
different stages. Expenditure which is
specifically identifiable to the stages is
charged on actual basis. Therefore,
expenditure for the FY 2017-18 has
been apportioned on the basis of
project cost arrived atas on 31.03.2018
with the prior approval from
managementat higher level.

Allocation has been done on the same
pattern as followed in FY 2016-17.
Hence the consistency concept is not
deviated.

18.

Profitand Loss Account

(i) Environmental Management Expenses

The Kashang unit charged Rs. 261.00 lacs as environmental
management expenses in the profit and loss account during the
year under review. The above expenditure is of Capital Nature and
should have been capitalised and depreciation on the same has to
be charged on the use life of the assets. Thus expenditure is
overstated to the extent of Rs. 261 lacs. Similarly depreciation is
understated to the extent of Rs.6.25 lacs.

The same has been rectified in the
subsequentF.Y.2018-19.

(i) Lease rent Others

The Kashang Unit has charged the lease rent paid to the staff of
employees of Stage 2 and 3 amounting to Rs. 17 lacs to the Profit
and loss account which has to be capitalised to the CWIP works.
Thus Expenditure is overstated to the extant of above.

Rent has been apportioned on actual
occupancy basis to Kashang Stage-l
and Stage-ll &Il

(iii) Oand MPlant Consumable Items
The Kashang Unit has not shown the inventory of turbine oil in
hand as on 31st March 2018 as inventory amounting to Rs. 2.59 lacs.
Thus Expenditure is overstated to the extant of above and
inventory is understated to that extant.

O&M material could not be routed
through stock during the FY 2017-18
due to non-availability of material
type, material heads and codes for
O&M stage, which were later created
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by the SAP consultants in the month of
July 2018. Therefore, inventory was
directly charged to the expenditure.
However physically the inventory was
maintained/available and were
utilised in the subsequentyear.

(iv)Oand M EIWorks

The Kashang Unit has charged the cost of providing the electric
installations amounting to Rs. 6.84 lacs to the Profit & loss account
which has to be capitalised & depreciation has to be provided on
the same Thus Expenditure is overstated to the extant of above and
Property plant and equipment is understated to that extant.
Similarly the depreciationis understated to the extant of Rs. 1 lacs.

The expenditureis O&M natured only.

(v) Appropriation of Employees cost for Kashang Stagel, 2 &3
The Kashang Unit has not provided to us the salary cost of the
employees posted to the Stage 1, 2 and 3. The Unit does not have
the salary cost of employees posted on different stages. In the
absence of information we are unable to comment on the
apportionment of salary expenses to different stages. The
followingis the details of salary booked under different stages

Stage 1 634.00

Stage 2and 3 120.00

This is being now followed from
subsequent year onwards

19.

Reversal of Leave Encashment provision for earlier Years

The Kashang unit stage | has shown the Leave encashment
expenses as credit Balance amounting to Rs. 4.92 lacs. No
information and explanations for the same has been provided to
us. In the absence of information we are unable to comment on the
same.

This is a running account, the balance
of which is carried forward to next
financial year. The yearly figure is net
amount of leave due to and availed by
the employees of a particular projectin
afinancial year.

20.

262

Income Tax Appeals with the High court in respect of
Chargeability of Income Tax on Interest on Fixed Deposits kept
as short-term Investments.

The Group has filed an Appeal with the High Court of Himachal
Pradesh that the interest on the short-term investment of the funds
in Fixed Deposits with bank from the Equity received from the
Government is an addition to the equity and not an income of the
Group and on same the income tax is not payable. Similarly, the
Income earned on Renukaji Funds is also an additional grant from
the Agencies and the same is also not an income of the Group and
the same will be utilised on the project expenses and is part of the
Grant.

The Group has not shown the interest earned on equity fund till the
close of the year as an addition to the Equity and similarly the
interest earned on Renukaji HEP funds till the close of the year has
not been shown as additional grant from the Agencies.

No information in respect of the same has been provided to us by
the Group till the close of the year. In the absence of the information
we are unable to comment on the effect of the same on the Balance
Sheet.

Thisis as perthe approved policy of the
management. However this interest
income is to compensate the
corresponding escalation cost,
borrowing cost etc. of the period for
which the funds remained idle, due to
obstruction of awarded work, for
reasons attributable to the
Corporation.
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21.

Non-Compliance of Indian Accounting Standard (Ind As)

The Group has not complied with the following Indian Accounting
Standards while preparing the financial statements:

(i) Indian Accounting Standard (Ind AS) 20 Accounting for
Government Grants and Disclosure of Government Assistance.
The Group has been granted the deferment of repayment of
principal payment and payment of interest till FY 2018-19 refer
Note 2.21.The Group must account for the interest payable on such
deferment till the close of the year at market rate as grant from the
governmentand has to be accounted for as the addition to costand
the same has also to be shown as addition of grant. No such interest
has been accounted for by the Group till the close of the year as per
para 10A of the IND AS. In the absence of the information we are
unabletocommenton same.

Shall be complied with in future.

(i) Indian Accounting Standard (Ind AS) 19 Employees Benefits
The para 55 to 62 of the Indian accounting standard is applicable to
the Group in respect of the Post Employment Benefit: Defined
Benefit Plans which requires that actuarial valuation of the liability
of employees defined benefit plan has to be made at the end of the
year and same has to be accounted for on in the books of accounts.
The Group has not accounted for the liability on the basis of the
actuarial valuation and only actual liability has been provided. In
the absence of the information we are unable to comment on the
impact of the same on the Balance Sheetatthe close of the year.

Shall be complied within future.

(iii) Indian Accounting Standard (Ind AS) 23 Borrowing Costs
The Para 20 of the Indian accounting standard is applicable to the
Group which states that “an entity shall suspend capitalisation of
borrowing costs during extended periods in which it suspends
active development of as qualifying asset” The Group has not
excluded the borrowing cost during suspension of activities by the
employees of the contractor and by the contractor for non-starting
of the work at site. In the absence of the information we are unable
to comment on the impact of the same on the Balance Sheet at the
close of theyear.

This is being now followed in
subsequent years onwards.

(iv) Indian Accounting Standard (Ind AS) 37 Provisions,
Contingent Liabilities and Contingent Assets:

The Group has disclosed the provisions contingent liabilities and
contingentassets only up to the date when the accounts have been
approved by the BOD. No Disclosures of Provisions, contingent
liabilities and contingent Assets after the accounts approved by the
BOD and till the date of finalisation of this report is considered in
thesefinancial statements.

Statement of facts shall be complied
with in future. Disclosure to this effect
has been given in the Directors' Report
fortheF.Y.2017-18.

(v) Indian Accounting Standard (Ind AS) 10 Events After the
Reporting Period

The financial Statements are provided to us on 4rd December 2019
which was approved by the BOD on 3rdDecember 2019. The
financial statements are not adjusted for the events occurred
between the Balance sheet date both favourable and unfavourable
till date of thefinalisation of this report.

Statement of facts shall be complied
withinfuture.
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(vi) Indian Accounting Standard (Ind AS) 113 Fair Value
Measurement

The Group has not made FairValue of the assets and Liabilities as on
31st March 2018, on 31st March 2017 (Refer Note No 2.47). The
same is not in line with the IND as113 Fair Value Measurement
which is mandatory applicable to the Group.

The reasons to this effect has been
disclosed/explained in Note on
Accountsvide Note No.2.47.

(vii) Indian Accounting Standard (Ind AS) 109 Financial
Instruments

The Group has not applied the Ind As 109 while disclosing the
Government Loan in the financial statements below market rate
interest and its impact on the profit and loss and Balance sheet has
not been disclosed in the financial statements.

Ind. AS notapplicable.

(viii) Indian Accounting Standard (Ind AS) 12 Income Tax

The Group has not followed the IND as in respect of Income tax for
calculating the deferred tax assets and Liabilities and its accounting
in the books of accounts. The same is also not in line with note no
1.21 of the significant accounting policies adopted by the Group.
No information in respect of the same has been provided to us. In
the absence of the information we are unable to comment on the
impact of the same on the Balance Sheet at the close of the year.

Ind. AS notapplicable.

(ix) Indian Accounting Standard (Ind. AS) 107 Financial
Instruments Disclosure

The Group has fixed interest rate borrowings and is subjected to
interest rate risk as defined in Ind As 107. No disclosure of the same
anditsimpactonthe balance has been disclosed.

The effect of the said qualifications where ascertainable the loss
of current year will be Rs. 8,261 lakhs against reported loss of Rs.
7,912 lakhs. The Other Equity will be Rs. 11,948 lakhs instead of
11,600 lakhs.The Other Financial Liabilities will be of ¥1,12,208
lakhs instead of Rs. 1,13,577 lakhs. The Provisions non-current
will be of Rs. 4,943 lakhs instead of ¥5,008 lakhs. The other non-
Current Liabilities will be Rs. 69611 lakhs instead of Rs. 69,542
lakhs. The Other Current Financial Liabilities will be ¥1,69,280
lakhs instead of ¥1,62,191 lakhs. The Property Plant and
Equipment will be Rs. 3,15,721 lakhs instead of Rs. 2,94,419
lakhs.The Capital Workin Progress will be 260,258 lakhs instead
of Rs. 2,71,679 lakhs. The Other Noncurrent Assets will be Rs.
30,014 lakhs instead of ¥34,444 lakhs. The inventories will be Rs.
36 lakhs instead of ¥34 lacs. The Trade Receivable will be Rs. 145
lakhs instead of 1,617 lakhs. The Bank Balance will be Rs. 2,821
Lakhs instead of 32,818 lakhs. The other current assets will be
Z1,441 lakhsinstead of Rs. 278 lakhs.

The Sale of energy is understated to the extant of Rs. 1,366 lakhs
and correspondingly free power to state govt Rs. 1,129 lakhs,
Free power to LADF Rs. 94 lakhs and Auxiliary Expenses %143
lakhsis understated to that extant.

As the borrowing are on fixed rate
basis, hence not subjected to interest
rate Risk. Therefore, applicability of Ind.
AS 107 does not arise. Disclosure to this
effect has been given in the Directors'
ReportfortheF.Y.2017-18.

The overall impact on profitability,
Assets and Liabilities of all these
quantifications is within the
acceptable limits.
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Qualified Opinion

In our opinion, and to the best of our information and according to
the explanations given to us, except for the effects of the matter
described in the Basis for Qualified Opinion paragraph above, the
aforesaid consolidated Ind AS financial statements give
information required by the Act in the manner so required and give
a true and fair view in conformity with the accounting principles
generally accepted in India including the Ind AS, of the state of
affairs (financial position) of the Group as at 31st March 2018, and
its profit/loss (financial performance including other
comprehensive income) and its cash flows and changes in equity
fortheyearended onthatdate:-

HIMACHAL PRADESH POWER CORPORATION LTD.
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Statement of facts, comments not
required

Emphasis of Matter

1) No reasonable effort has been made to remove the qualification
raised in earlier year audit reports and the same has been
consideredin this year reportalso.

Most of the observations of the
previous financial years have been
settled.

2) We further draw attention to the following matters in the Notes
tothe consolidated Ind As Financial statements: -

(I) Note No. 2.39 to the consolidated Ind AS financial statements
regarding the various balances which are subject to reconciliation/
confirmation and respective consequential adjustments.

Has been disclosed /explained in Note
on Accountsvide Note No. 2.39.

(ii) Note No 2.59 to the consolidated Ind AS financial statements
regarding statement on State Government loan for Shontong
Karchham HEP (450MW) where the ADB funding to state
government has expired and stopping of funding by the KFW to the
project.

Has been disclosed/explained in Note
on Accounts vide Note No. 2.59.

(iii) Note No. 2.67 to the consolidated Ind AS financial statements
regarding stay of Forest land to Kashang Stage Il and Il project
pending with Hon'ble High court of Himachal Pradesh the fate of
whichis dependent on the outcome of the case.

Has been disclosed/explained in Note
on Accounts vide Note No. 2.67.

(iv) Note No. 2.70 to the consolidated Ind AS financial statements
regarding statement on Nakhtan project pending with Hon'ble
High court of Himachal Pradesh the fate of which is dependent on
the outcome of the case. Our Opinion is not modified in respect of
these matters.

Has been disclosed/explained in Note
on Accounts vide Note No. 2.70.

Other Matters:

We did not audit the financial statements/financial information of
the following joint venture company whose financial
statements/financial information reflect the details given below of
assets as at 31st March 2018, total revenues and net cash flows for
the year ended on that date to the extent to which they are
reflected in the consolidated Ind AS financial statements

Himachal Emta Power Limited

These financial statements/financial information are audited by
other auditors whose report has been furnished to us by the
Management and our opinion on the consolidated financial
statements, in so far as it relates to the amounts and disclosures

Statement of facts, comments not
required
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includedin respect of this subsidiary and our report in terms of sub-
section (3) of section 143 of the Act in so far as it relates to the
jointly controlled companies, is based solely on the reports of the
other auditors after considering the requirement of standard on
Auditing (SA 600) on “using the Work of another Auditor”including
its materiality.

The Group Independent auditors of Gourangdih Coal Limited
raised concern in respect of preparing the Financial Statements on
the basis of Going Concern Concept and under Historical Cost
Convention due to de-allocation of the Coal Blocks by the decision
of the Supreme Court during the year under review and the same
concern has been raised by the Independent Auditors of the
Himachal Emta Power Limited. (JointVenture Company).

Our opinion on the Consolidated financial statements, and our
report on Other Legal and Regulatory Requirements below, is not
modified in respect of the above matters with respect to our
reliance on the work done and the reports of the other auditors.

Reporton OtherLegal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order, 2016 | Comments notrequired
("the Order") issued by the Government of India in terms of sub-
section (11) of section 143 of the Act, we give in the Annexure-|, a
statement on the matters specified in paragraphs 3 and 4 of the
Order, to the extentapplicable.

2.We are enclosing our report in terms of Section 143 (5) of the Act,
on the basis of such checks of the books and records of the Group as
we considered appropriate and according to the information and
explanations given to us, in the Annexure-2 on the directions
issued by Comptrollerand Auditor General of India.

3.Asrequired by section143(3) of the Act, we report that:

a) We have sought and except for the possible effects of the matter
described in the Basis of Qualified Opinion paragraph above,
obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purpose of our
audit;

b) Except for the possible effects of the matter described in the
Basis of Qualified Opinion paragraph above, in our opinion, proper
books of account as required by law have been kept by the Group
so far as appears from our examination of those books and the
report of the otherauditors;

¢) Except for the possible effects of the matter described in the Basis
of Qualified Opinion above, the reports on the accounts jointly
controlled companies incorporated in India, audited under Section
143 (8) of the Act by the other auditors, as applicable, and have
been properly dealt with in preparing this report.

d) The Consolidated Balance Sheet, Consolidated Statement of
Profit and Loss and consolidated Cash Flow Statement and
Consolidated changes in equity dealt with by this report are in
agreement with the books of account maintained for the purpose
of preparation of the consolidated financial Statements;

e) Except for the effects of the matter described in the Basis of
Quialified Opinion paragraph above, in our opinion, the aforesaid
consolidated Ind AS financial statements comply with the
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Accounting Standards specified under Section 133 of the Act,

f) The Matter described in the Basis for Qualified Opinion paragraph
above, in our opinion may have adverse effect on the functioning of
the Group.

g) In view of the exemptions given vide Notification No. G.S.R. 463
(E) dated 5th June 2015 issued by the Ministry of Corporate Affairs,
the provisions of Section 164 (2) of the Companies Act, 2013
regarding disqualification of directors, are not applicable to the
Group.

h) The qualification relating to the maintenance of accounts and
other matters connected therewith are as stated in the Basis for
Quialified Opinion paragraph above.

I) With respect to adequacy of Internal Financial Controls over
financial reporting of the Group and the operating effectiveness of
such controls, refer to our separate report in "Annexure-3" in our
opinion the internal financial controls system is adequate but the
operating effectiveness of such controls need be improved.

j) With respect to the other matters to be included in the Auditor's
Report in accordance with Rule 11 of the Companies (Audit and
Auditors) Rules, 2014, in our opinion and to the best of our
information and according to the explanations given to us:

I. The Group has disclosed the impact of pending litigations on its
financial position in its financial statements- Refer Note 2.33 to the
standaloneInd AS financial statements.

ii. The Group did not have any long-term contracts including
derivative contracts for which there were any material foreseeable
losses;

iii. There were no amounts as at 31.03.2018 which were required to
be transferred to the Investor Education and Protection Fund by the
Group.
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ANNEXURE 1 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of HHMACHAL PRADESH POWER
CORPORATION LIMITED on the accounts for the year ended 31st March 2018.

E Auditor's Report Reply

i (a) The Group has generally maintained properrecords showingfull | a) Statement of facts, comments not
particulars, including quantitative details and situation of its fixed | required.

assets.
(b) As explained to us all the assets were got physically verified by | b) Statement of facts, comments not
the management during the year under review. We were informed | required.

that no material discrepancies were noticed on such verification.
(c) Title deed ofimmovable properties are in the name of the Group | ¢) Statement of facts, comments not
except in cases of Renukaji HEP, SainjHEP, Shongtong HEP and | required.

Chirgaon HEP where the land has not been transferred in the name
ofthe Group.

ii. The inventory of the Group consisting of Capital Stores, stores, | Statement of facts, comments not
spare parts and other Items. We were informed that these have | required.

been physically verified by the management during the year under
review.

iii. | According to the information and explanations given to us, the | Statement of facts, comments not
Group has not granted any loans, secured or unsecured to | required.

companies, firms or other parties covered in the register
maintained under section 189 of the Companies Act, 2013. In view
of above, the clauses 3(iii)(a) and 3(iii)(b) of the Order are not
applicable.

iv. | The Group has not given any loan, made investments and issued | Statement of facts, comments not
guarantees under section 185 and 186 of the Companies Act,2013. | required.

V. The Group has not accepted any deposits from the publicin terms | Statement of facts, comments not
of section 73 to 76 or any provisions of the Companies Act, 2013 | required.
andrulesthere under.

vi. | The Maintenance of cost records has been specified by the Central | Statement of facts, comments not
Government under sub section (1) of section 148 of the Companies | required.
Act 2013, howeverthe sameis notyetapplicable to the Group.

vi. | (a) The Group is generally regular in depositing with appropriate | Statement of facts, comments not
authorities undisputed statutory dues including provident fund, | required

income tax, sales tax, wealth tax, service tax, custom duty, excise
duty, value added tax, cess and other statutory dues applicable to
it, and there are no undisputed dues outstanding as on 31st March
2018 for a period of more than six months from the date they
became payable. However the Liability on account of Goods and
ServiceTax can't be quantified as GST audit is under progress till the
finalisation of this report. We are informed that the provisions of
Employees' State Insurance Actare notapplicable to the Group.
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(b) According to the information and explanations given to us,dues | The matteris subjudice.
of income tax, sales tax, wealth tax, service tax, custom duty, excise
duty, value added tax, cess and other material statutory dues that
have not been deposited on account of any dispute are given

below:

550 sove/nct | e ue | amoun i | _reod | roru whicnroins |
1. Entry Tax Interest 337.70 2010-15 il s pr:r;It;?: :&r:g":‘sys IIIII -cum-
2 EntyTx  Penalty 75128 201015 M raim e
3. Provident Fund PF Dues 189.26 2008-11 Central Government Industrial Tribunal

Chandigarh

viii. | The Group has not defaulted any repayment of loans or borrowing | Statement of facts, comments not
to any financial institution or bank or Government or dues to | required.

debenture holders. However, the Government of Himachal
Pradesh has given the sanction to the deferment of repayment
Loanandinteresttill April 2018.

ix. | Nomoney was raised by way of initial public offer or further public | Statement of facts, comments not
offer during the year. The amount raised by the term loans from the | required.

Government of Himachal Pradesh has been utilised for the purpose
itwasraised during the year under review.

X. As per information provided to us no fraud by the Group or any | Statement of facts, comments not
fraud by officers and employees of the Group has been noticed/ | required.

reported during the year except in the year2015 at Renukaji HEP
and the sameis pending with State Vigilance.

xi. | This being a government Group Section 197 of the Act is not | Statement of facts, comments not

applicable. required.

xii. | GroupisnotaNidhiCompany. Statement of facts, comments not
required.

xiii. | As per information available to us all transactions with related | Statement of facts, comments not

parties are in compliance with Section 177 & 188 of the Companies | required.
act 2013, wherever applicable and the details have been disclosed
in the Financial Statements etc. as required by the applicable
Accounting Standards.

xiv. | As informed by the management, the Group has not made any | Statement of facts, comments not
preferential allotment to private placement of shares or fully | required.
convertible debentures during the year under review.

xv. | As informed to us the Group has not entered in to any non-cash | Statement of facts, comments not
transaction with directors or persons connected with him required.

xvi. | Section 45-IA of the Reserve Bank of India Act, 1934 is not | Statement of facts, comments not
applicable tothe Group. required.
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Annexure referred to in our report of even date to the members of HIMACHAL PRADESH POWER
CORPORATION LIMITED on the accounts for the year ended 31st March 2018

Whether the Group has clear title /
lease deeds for freehold and leasehold
respectively? If not please state the
area of freehold and leasehold land for
which title / lease deed are not
available.

i) Renukaji HEP

The Group does have clear title of land of
915.64hectares of land which is in the possession
ofland ownersRand RPlanis under process.

ii) Shongtong HEP

The Group does not have lease title of 17.02
hectares and the application for lease title has
been given to DC Kinnuar. Further acquired land
measuring 0.59.32 hectares is in dispute with
Defence authorities for security clearances.

iii) SainjHPSEB Land

The Group has possession of land at Sarabhai
39.99 bighas, thalot 19.11.04 bighas but the title
deed is not with the Group as payment has not
been paid to the HPSEB amounting to Rs. 34.35
crores.

(iv) Chirgaon Majgoan

The Land in possession at Chiragon is with
corporation, however the land is in the name of
HPSEB amounting toRs.5.00 lakhs.

(v) BerraDol

The Lease deed for govt diverted land of aprox
12.86 hectaresis pending.

(vi) Kashang HEP

The Lease deed in respect of Forest Land Diverted
13.47.52 hectares is under process with revenue
department.

(vii) DW Sunder Nagar

The Lease deed with MPP Power in respect of GM
Civil Designs measuring 5311 square meters in
under process with MPP Power.

Action Taken Impact on
Financial Statement

The Amount paid to
land owners and
deposited with court
has been capitalized

Whether there are any cases of waiver
off of debts/loan/ interest etc. if yes, the
reason there for and the amount
involved.

No such case found during the audit.

Nil

Whether proper records are
maintained for inventories laying with
third parties & assets received as gift
from Government or other authorities.

Forest land diverted from Government of
Himachal Pradesh has not been accounted as the
execution of lease deed are in process.

Nil

State the cases where wastages/
defectives are beyond the norms fixed
for it expeditiously and in transparent
manner.

The wastages are within the norms fixed

Nil
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What is the system of valuation of by | Valuation of the Power Generation has been done | Nil
products and Finished products? List | on the basis of PPA Agreement signed with the
out the cases of the deviation from the | HPSEBin case of Kashang HEP.
declared Policy.
In case of Sainj HEP the power was sold in the
Power Exchange though Trader at prevailing
market rates.
State the extent of utilization of Plant Installed Nil
and machinery during the year vis-a- vs HEP Capacity PLF| PAF | AUX
gz eelapediny Sainj | 100 MW |27%]51.529%] 1.47%
Kashang| 65 MW |35%(77.58%|1.34%

Refer Note 2.49 to the notes to accounts where in
the quantitative details has been given for only
one Turbine of 65 MW whereas the Kashang stage
| Unit is using Three turbine of 65 MW each
alternatively. Thus, the Group has understated the
installed capacity and the utilised Capacity which
should be 65MW X 3 i.e.195 MW of Kashang and
100 MW of Sainj, and Total of 295 MW instead of
165 MW.

Report on the cases of Discount/
Commission in regard to debtors and
creditors where the Group has
deviated fromitslaid down policy.

The Group has given Trading Margin to Tata Power
Trading Corporation Limited as per the agreement
executed with them.
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ANNEXURE 3 TO THE AUDITORS' REPORT

Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies
Act, 2013 ("the Act")
We have audited the internal financial controls over financial reporting of HHIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Holding Company") and its jointly controlled Companies as of 31 March 2018, in
conjunction with our audit of the Consolidated Ind. AS financial statements of the Group for the year ended on that

date.
E
1. | Management's Responsibility for Internal Financial Controls

The respective Board of Directors of the Group, its joint venture are companies | Nocomments.
incorporated in India, are responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the
Group considering the essential components of internal control stated in the Guidance
Note on Audit of Internal Financial Controls over Financial Reporting issued by the
Institute of Chartered Accountants of India ('ICAI'). These responsibilities include the
design, implementation and maintenance of adequate internal financial controls that
were operating effectively for ensuring the orderly and efficient conduct of its business,
including adherence to the respective Group's policies, the safeguarding of its assets, the
prevention and detection of frauds and errors, the accuracy and completeness of the
accounting records, and the timely preparation of reliable financial information, as
required underthe Companies Act, 2013.

2. Auditors' Responsibility
Our responsibility is to express an opinion on the Group's internal financial controls over | Nocomments.
financial reporting based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls over Financial Reporting (the
"Guidance Note") and the Standards on Auditing, issued by ICAl and deemed to be
prescribed under section 143(10) of the Companies Act, 2013, to the extent applicable to
an audit of internal financial controls, both applicable to an audit of Internal Financial
Controls and, both issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether adequate
internal financial controls over financial reporting was established and maintained and if
such controls operated effectively in all material respects.

Our auditinvolves performing procedures to obtain audit evidence about the adequacy of
the internal financial controls system over financial reporting and their operating
effectiveness. Our audit of internal financial controls over financial reporting included
obtaining an understanding of internal financial controls over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design
and operating effectiveness of internal control based on the assessed risk. The procedures
selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Group's internal financial controls system over
financial reporting.

Meaning of Internal Financial Controls over Financial Reporting
A Group's internal financial control over financial reporting is a process designed to | Statement of
provide reasonable assurance regarding the reliability of financial reporting and the | facts, comments
preparation of financial statements for external purposes in accordance with generally | not required.
accepted accounting principles. A Group's internal financial control over financial
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reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the Group; (2) provide reasonable assurance that transactions
arerecorded as necessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the
Group are being made only in accordance with authorisations of management and
directors of the Group; and (3) provide reasonable assurance regarding prevention or
timely detection of unauthorised acquisition, use, or disposition of the Group's assets that
could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting
Because of the inherent limitations of internal financial controls over financial reporting, | Statement of
including the possibility of collusion or improper management override of controls, | facts, comments
material misstatements due to error or fraud may occur and not be detected. Also, | not required.
projections of any evaluation of the internal financial controls over financial reporting to
future periods are subject to the risk that the internal financial control over financial
reporting may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Opinion
In our opinion, the Holding Company has, in all material respects, an adequate internal | Suggestions
financial controls system over financial reporting and such internal financial controls over | related to
financial reporting were operating effectively as at 31 March 2018, except in the areas | strengthening
given below based on the internal control over financial reporting criteria established by | of internal

the Group considering the essential components of internal control stated in the Guidance | control system
Note on Audit of Internal Financial Controls Over Financial Reporting issued by the | have been

Institute of Chartered Accountants of India. noted for future
However, Group needs to further strengthen the in the control system in the following | compliance.
areas:-

- Implementation and Compliance of Ind. AS at unit level to ensure the compliance of the
Indian AS onthe Group asawhole.

- Classification of account heads in SAP according to the disclosure and classification
requirements of the Schedule Il of the companies act 2013 and requirements of the Ind
AS

- Harmonisation in creation of account heads at Corporate Level in relation to advances,
liabilities and vendors according to the nature of expenditure so that no duplication of
account code exits and only single account code is allotted to individual vendors in the
Groupasawhole.

- Paymentto contractors strictly on the basis of authorisation of the BOD.

- Option of marking of clearing entries in the SAP should be followed by all the accounting
unitsin respect of currentas well as old accounting entries.

- Scrutiny of old Earnest Money Deposits, security deposits, Retention money and other
payables to contractors.

- Capitalisation of Capital Workin Progress intimely and efficient manner.

- Reconciliation of retro entriesin SAP for CPT Module.

- Payment to Contractors of Additional Advance/ Advance against Retention Money and
itsaccounting treatment.

- Recovery of delay damages from the contractors and accounting thereof

- Provision of Expenses should be made on realistic basis and the payment in subsequent
financial year should be adjusted from the provision only.

- LongTerm Advances and Deposit Work should be regularly reviewed and accounted for
where the significant work has been completed.

- Accounting of Provisionis respect of doubtful advances and other recoverable.

- Review of Negative Balancesin liabilities and assets heads.
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- Accounting of EMD in the nature of FDRin the books of accounts.

- Recording of financial entries in foreign exchange also where the advances, retention
money and suppliers dues are payable in other currency also.

- Investing ofidlefunds at HEP in SWEAP Bank accounts to earn bankinterest.

- Reversing the Cheques/ NEFT Entries for which the Limitation period s over.

- Accounting of Inventories in hand at project site at the close of the year.

- Liability on account of GST should be as per the requirements of the Goods and Service
Tax Act.

We have considered the areas of improvement identified which needs further

strengthening as reported above in determining the nature, timing, and extent of audit

tests applied in our audit of the March 31, 2018 Consolidated Financial Statements of the

Group. However, these areas of improvement do not affect our opinion on the

Consolidated Financial statements of the Group.

Other Matters
Our aforesaid reports under Section 143(3)(i) of the Act on the adequacy and operating | Statement of
effectiveness of the internal financial controls over financial reporting in so far as it relates | facts, comments
tojoint venture which are companiesincorporatedinIndia, is based on the corresponding | not required.
report of the auditor of such Group incorporated in India.
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Comments of the Comptroller and Auditor General of India under Section 143(6) (b) of the
Companies Act, 2013 on the Consolidated Financial Statements of Himachal Pradesh Power
Corporation Limited for the year ended 31 March, 2018.

The preparation of Consolidated Financial Statements of Himachal Pradesh Power Corporation Limited for the
yearended 31 March, 2018 in accordance with financial reporting framework prescribed under the Companies Act, 2013
(Act) is the responsibility of the management of the company. The statutory auditors appointed by the comptroller and
Auditor General of India under Section 139 (5) of the Act are responsible for expressing opinion on the financial
statements under Section 143 read with Section 129 (4) of the Act based on independent audit in accordance with the
standards on auditing prescribed under Section 143 (10) of the Act. This is stated to have been done by them vide their
Audit Reportdated 7th February, 2020.

I, on behalf of the comptroller and Auditor General of India (CAG), have conducted a supplementary audit of the
Consolidated financial statements of Himachal Pradesh Power Corporation Limited for the year ended 31 March, 2018
under Sections 143 (6) (a) read with section 129 (4) of the Act. We conducted a supplementary audit of the financial
statements of Himachal Pradesh Power Corporation Limited but did not conduct supplementary audit of the financial
statements of Himachal EMTA Power Limited for the year ended on that date. Further, Section 139 (5) and 143 (6) (b) of
the Act are not applicable to Himachal EMTA Power Limited being private entity, for appointment of their statutory
auditors not for conduct of supplementary audit. Accordingly, CAG has neither appointed the statutory auditors nor
conducted the supplementary audit of this company. This supplementary audit has been carried out independently
without access to the working papers of the statutory auditors and is limited primarily to inquiries of the statutory
auditors and company personnel and a selective examination of some of the accounting records.

Based on my supplementary audit, | would like to highlight the following significant matters under Section 143 (6)
(b) read with section 129 (4) of the Act which have come to my attention and which in my view are necessary for enabling
abetterunderstanding of the financial statements and the related audit report.

1. Profit&LossAccount
Finance Costs (Note N0 2.31) Rs.96.23 Crores

Interms of Ind. AS 23 issued by “Institute of Chartered Accountant of India” on interest on borrowings during hindrance
period of work (due to labour unrest, public hindrances etc.) shall be charged to Profit and Loss Account. In Shongtong
Hydel Electric Project during 2017-18, there was 105 days of hindrance due to workers strike. Thus interest for the period
amounting to Rs. 10.41 Crore was to be accounted as“Finance Cost” under “Profit & Loss Account”but the same was not
done and expenditure was capitalised. Thus “Finance cost” as well as “Loss” is understated by Rs. 10.41 Crore, further
“Capital Work-in-Progress”is also overstated by same extent.

2. BalanceSheet

CurrentLiabilities

Other Financial Liabilities (Note No.2.26) Rs. 1329.00 Crore.

(i) Above does not include amount of Rs 2.82 Crore on account of (Revised) excavation bill of Civil Works of
Shongtong Karchham Hydel Electric Project. This has resulted in understatement of “Other Financial Liabilities”as
well as“Capital-Work-in-Progress”to the extent of Rs.2.82 Crore.

(ii) In terms of Government of Himachal Pradesh Notification dated 5th October 2011, 1.5% of the final cost of hydel
projects of above 5SMW capacity shall be contributed to Local Area Development Fund (LADF). Integrated
Kashang Hydel Electric Project (IKHEP) was commissioned on 01.09.2016 and total cost of project was Rs.1007.04
Crore, as on 31.03.2018. But necessary provision for the LADF has been kept short by 38.42 Lacs.. Thus “Other
Financial Liabilities”as well as“Property, Plantand Equipment”both are understated by Rs. 38.42 lakh.
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3. BalanceSheet
Other explanatory Notes to Accounts

On 30th June 2018, shares worth Rs. 30 Crore were issued in favour of Governor of the State of Himachal Pradesh.
After issue of these shares, the paid up share capital of company increased to Rs. 1875.56 Crore from Rs. 1845.56
Crore.This material fact has not been disclosed in the Notes to Accounts.

4. IndependentAuditor's Report

As per Himachal Pradesh Electricity Regularity Commission (terms and condition for determination of Hydro
Generation Tariff) Regulation 2011, the revenue earned by the Generating Company from the sale of infirm power
shall be applied for reduction in capital cost. Accordingly, Company had reduced Rs 2.67 Crore from Capital Cost of
Kashang Hydro Electric Project in 2016-17 and Rs. 8.32 Crore from Sainj Hydel Electric Project in 2017-18.
Independent Auditors Report at observation No 13 (iii) stated that the company had not taken the infirm sale of
power and free sale of power and auxiliary use of power while calculating the ratio of apportionment of the of the
expenditure of corporate office and Sundernagar Design Wing of the commissioned projects. Thus the
Independent Auditor's reportis deficient to that extent.

Forand onthebehalf ofthe

Comptroller & Auditor General of India

Place: Shimla Sd/-
Date: 17-09-2020 Principal Accountant General (Audit)
Himachal Pradesh, Shimla
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Reply to the Comments of the Comptroller and Auditor General of India under Section 143(6)(b)
read with Section 129(4) of the Companies Act 2013, on the Consolidated Financial Statements
of Himachal Pradesh Power Corporation limited, for the year ended 31 March 2018

Comments of C&AG Reply by HPPCL Management

1.

Profit & Loss Account

Finance Costs (Note N0 2.31) Rs.96.23 Crores

In terms of Ind AS 23 issued by “Institute of
Chartered Accountant of India” on interest on
borrowings during hindrance period of work (due
to labour unrest, public hindrances etc.) shall be
charged to Profit and Loss Account. In Shongtong
Hydel Electric Project during 2017-18, there was
105 days of hindrance due to workers strike. Thus
interest for the period amounting to Rs.10.41 Crore
was to be accounted as “Finance Cost”under “Profit
& Loss Account” but the same was not done and
expenditure was capitalised. Thus “Finance cost”as
well as “Loss” is understated by Rs. 10.41 Crore,
further“Capital Work-in-Progress”is also overstated
by same extent.

The amount of “Finance Cost” i.e. interest on
borrowings of hindrance period caused by
workers' strike in the EY. 2017-18, has been now
calculated and necessary effect in Books of
Accounts have beentakenintheF.Y.2018-19.

Balance Sheet

Current Liabilities

Other Financial Liabilities (Note No. 2.26) Rs.
1329.00Crore.

Above does notinclude amount of Rs 2.82 Crore on
account of (Revised) excavation bill of Civil Works of
Shongtong Karchham Hydel Electric Project. This
has resulted in understatement of “Other Financial
Liabilities” as well as “Capital-Work-in—Progress” to
the extent of Rs.2.82 Crore.

The said work although was completed on
24.03.2018, but the defined milestone was not
achieved, hence the work as per Payment Schedule
was not completed during this period. Breakup of
above mentioned Payment Schedule was
proposed and finally approved on 18.12.2018.
Accordingly Supplementary Agreement No.-3 was
executed. Thereafter, the effect of the same was
takeninthe financial year2018-19.
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In terms of Government of Himachal Pradesh
Notification dated 5th October 2011, 1.5% of the
final cost of hydel projects of above 5SMW capacity
shall be contributed to Local Area Development
Fund (LADF). Integrated Kashang Hydel Electric
Project (IKHEP) was commissioned on 01.09.2016
and total cost of project was Rs.1007.04 Crore, as on
31.03.2018. But necessary provision for the LADF
has been kept short by 38.42 Lacs.. Thus “Other
Financial Liabilities” as well as “Property, Plant and
Equipment”both are understated by Rs. 38.42 lakh.

In this context, it is submitted that earlier the total
project cost of Stage-l, (65 MW) was capitalized by
the amount of Rs. 1003.23 Crore, which also
includes LADF, CAT Plan, and Wild Life Expenses.
After deducting the above expenses the the
project cost on which the LADF amount is to be
paid works out to be Rs.973.72 Crore. The amount
of LADF contribution on this amount comes to Rs.
14.61 Crores. Against which LADF amounting to Rs.
7.06 crores was deposited and balance amount of
Rs.7.55 crores keptin liabilities.

Subsequently, during the FY 2017-18, some allied
works were executed, as a result of which cost of
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project got increased, accordingly the LADF
contribution also increased by an amount of Rs.
38.42 Lacs. The LADF provision for this amount was
omitted inadvertently during FY 2017-18.
However, now the same has been taken into
accountintheF.Y.2018-19.

Balance Sheet

Other explanatory Notes to Accounts

On 30th June 2018, Shares worth Rs. 30.00 Crore
were issued in favour of Governor of the State of
Himachal Pradesh. After issue of these shares, the
paid up share capital of company increased to Rs.
1875.56 Crore from Rs.1845.56 Crore. This material
fact has not been disclosed in the Notes to
Accounts.

The required disclosure has been given in the
Directors' Report of this financial year i.e. F.Y. 2017-
18.

Independent Auditor's Report

As per Himachal Pradesh Electricity Regularity
Commission (terms and condition for
determination of Hydro Generation Tariff)
Regulation 2011, the revenue earned by the
Generating Company from the sale of infirm power
shall be applied for reduction in capital cost.
Accordingly, Company had reduced Rs 2.67 Crore
from Capital Cost of Kashang Hydro Electric Project
in 2016-17 and Rs 8.32 Crore from Sainj Hydel
Electric Project in 2017-18. Independent Auditors
Report at observation No 13 (iii) stated that the
company had not taken the infirm sale of power
and free sale of power and auxiliary use of power
while calculating the ratio of apportionment of the
of the expenditure of corporate office and
Sundernagar Design Wing of the commissioned
projects. Thus the Independent Auditor's report is
deficientto that extent.

Comments not required.
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