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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 15th Adjourned Annual General Meeting of HPPCL.

“Notice is hereby given that the 15th Adjourned Annual General Meeting of the Shareholders of Himachal Pradesh
Power Corporation Limited, Shimla will be held on 18.05.2023 at 1:30 PM at CS Committee Room, H.P. Govt.
Secretariat, Shimla-171002 (H.P.) to transact the following business:

ORDINARY BUSINESS:

- To receive, consider and adopt the Financial Statements (Annual Accounts) Standalone & Consolidated of the
Company for the year ended 31st March, 2021, 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' Reportand the Comments of the Comptroller & Auditor General of India and replies thereto.

Place: Shimla By order of the Board of Directors

Dated: 18.05.2023 Sd/-
SudershanK.Sharma
Consultant (Company Secretary)

Note:

1. A Member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote instead of
himself and a proxy need not be a Member- 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 15th Adjourned Annual General Meeting of the HPPCL on 18.05.2023 at 1:30 PM and/or at

anyadjournmentthereof.

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
31.03.2021, the Annual General Meeting was held on 23rd September, 2021 and Shareholders were informed the factual
position of pendency of Annual Accounts.

The Financial Statements (Annual Accounts) Standalone & Consolidated duly approved by the Board in its 78th Meeting
on 06.01.2022 were submitted to the Statutory Auditors for conducting audit. 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. Also, the Board's Report for the FY 2020-21 has been prepared
and annexed to the Financial Statements (Annual Accounts).

The Shareholders are requested to kindly receive, consider and adopt the Financial Statements (Annual Accounts)
Standalone & Consolidated of the Company for the year ended 31st March, 2021, 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: 18.05.2023 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 : U4010THP20065GC030591
Phone Number:0177-2670716
Website : www.hppcl.in, Email : cs_hpjvvn@yahoo.com

BOARD'S REPORT

Dear Members,

Your Directors are pleased to present the 15th Annual Report of the Company for the year ended 31st March, 2021 along
with the Financial Statements (Annual Accounts), Report of Auditors and Comments of the Comptroller and Auditor
General of Indiaand replies thereto.

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 the State of Himachal Pradesh and outside Country/Overseas.

Following the decision of the State Govt., 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: Tobring prosperity in Himachal Pradesh through development of power.
» Aim: Tocome up asamajor power generating Company of India with good managerial & technical capabilities.

o Targets: To develop 979 MW hydro generating capacity by 2028-29 & 200MW solar generating capacity by
December 2023 and further 300 MW by FY 24-25.

3. IN-HAND PROJECTS ATA GLANCE

The Govt. of Himachal Pradesh had allotted 22 Hydro and 2 Solar Electric Projects to Himachal Pradesh Power
Corporation Ltd. (HPPCL). Six projects have been surrendered back to GoHP in 2020 as some were found unviable after
detailed investigations and others have been dropped as per directions of MoEF&CC. Presently, there are 16 hydro
projects with aggregate installed capacity of 2443 MW for development under state sector by HPPCL. 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 Jiin
District Bilaspur of HP. HPPCL has identified suitable locations for setting up of aggregate 200 MW of Solar capacity by
December 2023.This capacity has been agreed to be financed under the Himachal Pradesh Power Sector Development
Program (HPPSDP) being funded by the World Bank. So, on progressive achievement of the above target, along with
some other indicators funds to the tune of $112.5 M USD shall flow to the HPPCL out of the $250 M USD HPPSDP
program. The Program is currently in negotiation stage. Lands for the balance capacity of 300 MW are also being
identified and site investigations and PFR/DPR formulation activities are going on simultaneously. Another project viz.
Kishau Multipurpose Project (660 MW) is also being developed by the Govt. of H.P. in joint venture with Govt. of
Uttarakhand. Himachal Pradesh has 50% share in the project thereby making the total allotted potential of 3278 MW.
HPPCL has also been entrusted with construction of Adi Badri Dam on river Somb in Distt. Sirmour, HP for rejuvenation of
heritage Saraswati River and a MoU has been signed to this effect between Govt. of Himachal Pradesh and Govt. of
Haryana ondated 21.01.2022. These projects are in various stages of implementation. The execution of projects is being
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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 loan utilization isas under.

A) PROJECTS UNDEROPERATION (281 MW)

HPPCL put under commercial operation Unit-ll of Integrated Kashang Hydro Electric Project Stage-l (65 MW) on
01.09.2016. Also, Units Il & | of Integrated Kashang HEP (195 MW) were commissioned on 03.03.2017 & 31.03.2017.The
project has Generated 955.98 MU up to 09.04.2023 and Rs.251.81 Crore of revenue has been earned. HPPCL also
commissioned SainjHEP (100MW) on 04.09.2017 and has generated 2161.62 MU upto 09.04.2023. Revenue of Rs. 729.45
Crore has been realized from the project. In 2021, HPPCL also commissioned its 3rd Hydro project Sawra Kuddu HEP

(T11TMW) on 21.01.2021. The project has generated 668.62 MU upto 09.04.2023 and earned revenue of Rs. 247.88 Crore
till 09.04.2023.

Berra Dol Solar Power Project of 5 MW capacity was commissioned on 04.01.2019 that has generated 34.82 MU till
09.04.2023 and Rs. 14.95 Crore of revenue has been generated.

B) PROJECTS UNDER EXECUTION (658 MW)

Name of Capacity Physical Progress (%)
Project(s) (Mw) ending 31.08.2023 Scheduled

Kashang HEP .
Stage-Il &I Civil & HM Works - 32% Nov, 2014 Jun, 2026

2. Shongtong-Karcham 450 Civil & HM Works - 43.54% Jan, 2020 Unit-1:
HEP E & M Works Supply- 57.51% 15.07.2026
Unit-2:
15.09.2026
Unit-3:
15.11.2026
Possibility of
preponing the
commissioning

date as Aug.
2025 is being
finalized
3 Chaniju Il HEP 48 Civil & HM packages | &Il have been Unit-1: Mar 2027
’ awarded on 07.10.2022 and Sept 2026 (54 months)
agreements for packages signed in Unit-2:
December 2022. Oct 2026
E&M works: Tenders floated and Unit-3:
expected to be awarded by Aug 2023 Nov 2026
4.  Deothal Chanju HEP 30 Civil & HM packages target to Unit-1:
awarded by 03.07.2023. July 2027
E&M works: Observations of AFD on Unit-2:
tender documents being attended Aug 2027
and award of E&M package has been Unit-3:
targeted as Dec 2023. Sept 2027

The above cited Hydro projects at Sr. No. 1. & 2. were financed by ADB under different tranches (Tranche-l to IV).
However, HRT of Sawra Kuddu HEP and E&M works of Shongtong Karcham HEP 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 for Shongtong
Karcham HEP has been tied up with the Power Finance Corporation (PFC). The works for Kashang Il & Ill HEP and
Shongtong Karcham HEP are in full swing.

The above cited Hydro projects at Sr.No. 3. &4. are being financed by AFD with credit facility of EURO 80 million.

07
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Thefinancial achievementsi.e.disbursement of ADB funds w.e.f. 2009 upto 2018 are tabulated as below:

m Name of Tranche Allocation

2461-IND Tranche-1: -
1. Civil & Electro Mechanical of Sawra Kuddu & 150 MUSS$ 141.98 MUS$
Civil package of Kashang Stage-I.

2596-IND Tranche-2: -

% Barrage Package of Sawra Kuddu HEP. g s Szt il
2687-IND Tranche-3: -
Electro Mechanical Package of Kashang Stage-|, Il & llI,

& Civil Works of Kashang Stage-Il & el J7aRes s
Civil & Electro Mechanical Works of Sainj.
2914-IND Tranche-4: -

4. fanche 257 MUS$ 50.70 MUS$

Civil & HM works of Shongtong Karcham HEP.

From the above figures, it can be seen that HPPCL had achieved 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, overcautious approach and concerns of the
lender regarding Right Bank slope stability of Barrage area have been responsible for delay of the Shongtong
Karcham HEP. Now all these issues have been sorted out and project work is picking up progress. Detailed design of
Barrage has been finalized and work on this component has started at site.

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 with final
utilization of loan amounting to EURO 19.93 million.

ChanjulllHEP (48MW) and Deothal ChanjuHEP (30 MW)

Techno-economic Clearance (TEC) by the Directorate of Energy (DoE), GoHP for Chanju-lll HEP (48 MW) & Deothal
Chanju HEP (30 MW) were accorded on dated 14.07.2015 and 22.07.2015 respectively. Environment Clearance for both
the projects was accorded on 29.09.2017. Forest clearance of both projects was obtained from MoEF & CC, Govt. of India
on 22.10.2019. Agence Francaise de Development (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 was
signed on 04.07.2017.The Project agreement and On Lending agreement between HPPCL, GoHP and AFD were signed
0on 02.02.2018and 11.07.2018 respectively.

CHANJU-III (HEP)
Award of Works:

Civil & HM Works: Both the Civil & HM Packages (Package-I & Package-Il) have been awarded on 07.10.2022 to M/s MFB-
ACNCJV.

Awarded Amount:
Package-I (Civil & HM-Trench weir, Intake, Desilting chamber & HRT) Rs.189.44 Cr
Package-Il (Civil & HM-Forebay, Pressure Shaft and Powerhouse) Rs.161.08 Cr

Agreement for Package-ll signed on 09.12.2022

Agreement for Package-lsignedon 15.12.2022
E&M Works: The tenders were re-floated on 12.10.2022 with the date for submission of bids extended upto 17.04.2023
and bid opening 18.04.2023.Tenders are expected to be awarded by Aug., 2023.

DEOTHAL CHANJU-HEP:
Award of Works:
Civil & HMWorks:




ANNUAL REPORT 2020-2021 HIMACHAL PRADESH POWER CORPORATION LTD. §§

N
POWER CORPORATION LTD.

In line with Chanju-lll HEP, initially 2 nos. packages for Civil & HM Works were conceived, but as per the trend of
non/limited bidder's participation in respect of Chanju-lll HEP, it was decided to club both the packages and to float
tendersaccordingly.

After receiving NOC from AfD, the tenders were floated on 13.10.2022 with the date of opening for 08.12.2022 and
furtherextended upto27.12.2022.

Pre Bid meeting in respect of Civil& HM Package of Deothal Chanju HEP was held on 28.11.2022.

+  Reply to Pre Bid queries of prospective bidders has been sent to AFD on 15.12.2022, for review & AFD's consent
before issuing the same to prospective bidders. AFD conveyed its comments on the draft minutes of pre-bid
clarifications/meeting vide email dated 09.01.2023. The same were replied vide email dated 18.01.2023. Thereafter,
AFD conveyed some additional comments vide email dated 08.02.2023 which were replied to vide email dated
17.02.2023.The response was received from AFD on 24.02.23. Accordingly, the pre-bid clarifications were uploaded
on 27.02.2023. Further other queries were received from the bidders and forwarded to AFD on 01.03.2023 for which
AFD conveyed approval by email dated 09.03.2023. Last date for submission of bids was extended upto 04.04.2023.
However in view of request from some of the prospective bidders the management of HPPCL has decided to further
extend the bid submission deadline upto 18.04.2023 and the work is expected to be awarded upto 17.07.2023.

E&MWorks:

Draft Bid documents were sent to AfD for review & issuance of NOC on 30.05.2022. Comments of AfD on the same are
being attended. AFD vide email dated 05.12.2022 has conveyed its NOC on commercial part of the tender
documents.Tenders to be floated and awarded by Dec., 2023.

C) PROJECTSINPRE-CONSTRUCTION CLEARANCE STAGE (40 MW)
1. Renukaji Dam Project 40 MW

D) PROJECTSWITHAPPROVED DPR (239 MW)
1. Surgani Sundla HEP 48 MW

2. Thana-Plaun HEP 191 MW

E) PROJECTSUNDERINVESTIGATION
(a) DPRsin Advanced Stages (838 MW)

1. Nakthan HEP 460 MW
2. Kashang HEP - Stage IV 48 MW
3. Kishau Multipurpose Project 660 MW

(JV of GoHP & Govt. of Uttarakhand,
with 330 MW share by HP Govt.)

(b) DPRsin Intermediate/Initial Stages (427 MW)

1. Gyspa Dam Project 300 MW
2. Bara Khamba HEP 45 MW
3. Triveni Mahadev HEP 72 MW

The DPR of Thana Plaun HEP has been concurred by CEA vide office Memorandum dated 07.09.2021. The Forest
clearance case is under process in MoEF & CC. Inspection of Compensatory Afforestation site by MoEF & CC officials has
been completed on 25.07.2022. Field visit of the project by MoEF & CC has been conducted on 19 & 20.10.2022. The
Regional Officer, MoEF & CC, Integrated Regional Office, Shimla has submitted the report on 25.11.2022 to MoEF & CC,
New Delhi. The reply to observations raised by MoEF & CC were submitted to New Delhi by nodal office HP Forest
Department on 30.12.2022. The proposal for diversion of forest land in respect of the project was listed before Forest
Advisory Committee (FAC) on 27.01.2023 wherein Committee has given some observations/recommendations which
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arebeing attended by HPPCL.

Expert Appraisal Committee has recommended Environment Clearance (EC) to MOEF&CC subject to two conditions:
I. Stage-Iforestclearance.

Il. Adherencetothe conditions of cumulative EIA study of Beas Basin.

In Surgani Sundla HEP, Project cost was revised at July, 2017 price level which came out to be Rs.700 Crore. In view of the
high cost, the project proposal has been revisited and cost brought down to Rs.581.86 Crore. TEC shall be got revalidated
again from DoE shortly. Project is contemplated as tail race development of Baira Siul HEP of NHPCL. HPPCL had sought
NoC from NHPCL, which was however denied by the latter. Now renewed request has been made through the Director
(Energy), GoHP for the same.

DPR of Nakthan HEP (460MW) although in advance stage of appraisal in CEA/CWC, Gol but has been withheld due to
ongoing dispute in water sharing with an IPP. Matter is under consideration of GoHP foran amicable settlement between
the parties. DPR of Kashang Stage-IV HEP (48MW) is under advanced stages of appraisal with DoE GoHP. The work of
Consultancy Services for Preparation of Revised, Updated, Comprehensive and Bankable DPR of Kishau MPP has been
awarded to M/sTractebel Engineering Pvt Ltd by KCL.

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.

F) PROJECTS UNDERPRE-INVESTIGATION STAGE (350 MW)
1. Khab HEP 350 MW

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

(i) RENUKAJIDAMPROJECT (40 MW):

CWC has finalized 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 estimate in its 143rd meeting on 9.12.2019. However, the LADF amount i.e. Rs.104.20 Crore has not been
includedin the total cost of the project.

Cost Apportionment into two components i.e Water Supply Component (Rs. 6647.46 Crore and Power Component Rs.
299.53 Crores) has been worked out by CWC. Benefit Cost Ratio (2.82:1) & Power Tariff (Rs. 3.51/KwH) has been approved
by CWC.

Interstate Agreement has been signed by all the beneficiary stateson 11.01.2019.

Investment Clearance was granted by MoJS on 07.08.2020. Cabinet Committee of Economic Affairs (CCEA) approved the
Projecton 15.12.2021.Hon'ble Prime Minister of India laid the foundation stone of the Project on 27.12.2021.

A sum of Rs.713.75 Crore as received from Gol/Govt. of Delhi & Govt. of Haryana up to 31.12.2021 was utilized for land
acquisition. Haryana provided an amount of Rs 22.2336 Crore on 28.10.2022. Gol India sanctioned Rs 1037.92 Crore on
03.03.2022 as 'On Account' payment of Grant Component of Central Assistance under Accelerated Irrigation Benefit
Programme (AIBP) Capital Assets under PMKSY for the State's Annual Plan 2021-22.

Stage-| Forest Clearance accorded on 15.02.2015 was further extended for two more years i.e. upto 20.02.2024 vide
MoEF&CC letter No.8-1/2009 FC dated 29-03-2022.

Amount required to be deposited in Compensatory Afforestation Fund Management and Planning Authority (CAMPA)
in the account of State of Himachal Pradesh was revised to Rs.628,36,08,612/- from earlier amount of Rs 586,38,46,912/-,
by Divisional Forest Officer (DFO) Renukaji vide letter dated 31-03-2022, as Net Present value (NPV) Forest land to be
diverted hasincreased by Rs.41,97,61,700/-.

Out of the Rs.1037.92 Crore, as released by Gol for FY-2021-22, funds amounting to Rs.586 Crore alongwith funds
received from other States totaling to Rs. 622,76,00,196/- were deposited in CAMPA on 12-05-2022. Departmental
charges of the forest department amounting to Rs 5.60 Crore will be deposited when funds are received in the next
central assistance. Balance of Rs.451.54 Crore deposited in Hon'ble Courts for payment of enhanced compensation to
land owners for land acquisition.

Validity of EC has been extended up to October, 2023. Further two year extension i.e. upto October, 2025 is possible as
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per regulations. MoEF & CC has imposed some conditions such as Enumeration of trees to be done again and Suitability
of sites for Compensatory afforetstation to be ascertained again by Forest Deptt.

HPPCL will supply. Enumeration of trees is being carried out and will be completed before monsoon. HPPCL is
conducting khasra no wise spot verification of sites.

Forest Stage- Il Clearance will be finally accorded when: above conditions are fulfilled and all compliances are submitted
toandaccepted by MoEF & CC Gol.

CWC has been engaged as Design Consultant as approved by GoHP. The scope of work includes (i) Review of DPR (ii)
Detailed Design & Engineering (iii) Preparation of tender drawings. Hard and soft copy of DPR and schedule of
deliverables have been supplied to CWC.

While reviewing the Detailed Project Report of the Project, CWC has opined that 'siltation rate' used for dam design may
be on the lower side due to (i) poor geology of reservoir rim and (ii) recent increased development activities in the
upstream catchmentareas. A highersiltation rate will reduce the life of the reservoirand the Project.

Inthe DPR, the dam is Earth cum Rock-fill dam; as such, provision for silt ejection/removal is not possible. Hence, CWC has
proposed the revision in the Design of the Dam in consultation with Geological Survey of India (GSI) by providing a
Central Concrete Spillway (with deep-seated sluices for routine flushing of theincomingssilt) and Earth cum Rock-fill dam
onbothsides.

This will facilitate the ejection of silt from dam body and increase the life of the reservoir and the Project. The finalization
of the Dam design may delay the start of construction of dam, however, optimization in some components like diversion
tunnels and drop shafts etc. foremergency depletion may reduce the total construction time.

Concept drawings were provided by CWC on 17-11-2022. Comments of GSI & HPPCL stand submitted. As per request of
CWC, an expert panel of Geologists (retired & serving) has been formed, to address the complex geological issues and
aiding the design of dam.

A site visit was conducted by Panel of Geological Experts along with officials of CWC, CSMRS and GSI. Some new
investigations have been suggested based on the results of which type of dam will be decided. The tenders for the
drilling of holes for investigation work have been processed. Tests and investigations will be carried out by CSMRS.
Thereafter, schematicarrangement shall befinalized and followed by tender stage drawings.

Further, after the approval of GoHP to engage a Project Management Consultant (PMC), on 28-07-2022, for preparation
of Cost Estimates, Tender Documents & Processing thereof, Site supervision & Quality Control etc through Competitive
Bidding process, RfP document has been finalized & uploaded on e-tenders portal of HPPCL. Thereafter, pre proposal
meeting was held and queries were raised by prospective bidders. Last Date of submission of bids was extended up to
22-02-2023 &technical bids opened on the same day. Evaluation of technical bids started on 24-03-2023 and is going on.

The proposal for Central Assistance for financial year 2022-23 of Rs.451 Crore was submitted to Gol on 12-10-2022.
Monitoring & Appraisal Directorate CWC Shimla recommended release of first installment amount to 332 Crore (i.e. 75%
of total amount) as approved by IBO, CWC Chandigarh. The proposal was further recommended by CWC headquarters-
Delhi. However, despite specific agreement to this effect, the DoWR did not consider the expenditure incurred before
onboarding of the Projectin PFMS system which led to shortfall in the matching state share and resulted in non release of
CA. There were also some SNA compliance issues which led to such decision of non release of CA. Now the amount
proposed in CA for FY 2022-23 will be included in CA to be proposed for FY 2023-24. Beneficiary states are being
requested at Chief Secretary Level for depositing their due share/installments of the share in the water component.

(ii) GYSPADAMPROJECT (300 MW): (National Importance Project)

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 for Investigation 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 works.
However, no activities were allowed by local people. Efforts were also made to carry out investigation under police
protection; however, local people in huge numbers did not allow same. HPPCL has incurred an expenditure of Rs.10.62
Cr.onworks, however, due to suchimpasse, office was closed on 30.09.2016.
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After dam construction, 74 families with total population of 365 are likely to get displaced. Local people are opposing
projectonthe 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 Secretary, Ministry of
Environment, Forest & Climate Change, Gol for carrying out a comprehensive Cumulative Environment Impact
Assessment Study (CEIA) for the Chenab Basin. The study has been carried out by MoEF & CC.The consultancy agencyi.e.
ScottWilson has been notified regarding termination of the contract.

In a meeting chaired by Worthy Chief Secretary on dated 17.10.2019, in which DC & SP, Lahaul & Spiti also participated
throughVC, it was decided thatinvestigation work shall be started again with due help of administration.

Fresh terms of reference (ToR) for obtaining permission for investigation works from MoEF&CC was applied. During 9th
meeting of Expert Appraisal committee (EAC), River Valley Projects, MOEF&CC held on dated 25.03.2021 the proposal for
grant of ToR for Gyspa Dam project has been deferred by EAC on following lines

“Since the project has been presented as a National Project and also comes under the ambit of IWT, the conceptual plan shall
be submitted to CWC for prime-facia acceptance of the location of the dam and other components of the project. The consent
of CWCto be submittedtothe EAC for further consideration.”

HPPCL submitted Pre-Feasibility Report (PFR) of Gyspa Dam Project to CWC vide letter dated 27.04.2021 for prime-facia
acceptance of the dam location. CWC desired that PFR containing detailed layout indicating various components,
position of spillway, intake other structures etc. based upon desktop studies as well as reconnaissance survey should be
submitted for review.

Meanwhile during the 76th BoD meeting of HPPCL held on 07.06.2021 it was decided that the matter for construction of
Gyspa Dam shall be taken up with GoHP/Directorate of Energy (DoE) to allot this project to some other CPSU.
Accordingly, HPPCL vide letter dated 20.07.2021 intimated DoE, GoHP to allot the project to some other CPSU. HPPCL
has requested DoE that the expenditure incurred on Gyspa Dam HEP may be got reimbursed to HPPCL by the other
projectallottee.

Keeping in view the emphasis laid by Gol for this National Importance project it was decided that a drone survey of the
dam area will be carried out. The technical and financial Bid has been opened on 17.08.2022 & 28.09.2022 respectively.
Work is expected to start in May 2023. Thereafter the detailed layout of the project including various components,
position of spillway, intake & other concerned structures will be marked and a conceptual layout plan of the project will
be submitted to CWCforapproval.

H) THERMALPROJECT (500 MW)

Himachal EMTA Power Limited (HEPL), 50:50 joint venture company of Himachal Pradesh Power Corporation Ltd.
(HPPCL) and M/s EMTA Coal Limited, was incorporated on 9th January, 2007 to set up a coal based Pit head Thermal
Power Plant (2X250MW) at Raniganj, West Bengal. Ministry of Coal vide letter dt. 10.07.2009 allocated Gourangdih ABC
Coal Block for captive use, jointly to HEPL and JSW Steel Ltd. on equal sharing basis, resulting into the formation of
another joint venture company, named Gourangdih Coal Limited (Joint Venture of HEPL and JSW Steel Ltd). However, in
view of the recommendations of Inter Ministerial Group, Ministry of Coal de-allocated the Gourangdih ABC Coal Block
and subsequently, Hon'ble Supreme Courton 24.09.2014 passed an order stating 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 to M/s HEPL and M/s JSW Steel Ltd.

The pending matters of M/s HEPL and M/s GCL are summarized under:

a) CBIlCourtCaserelated matter:

a) On reference of Central Vigilance Commission, CBI registered the case on 07.08.2014. M/s HEPL vide Board
Resolution dt.02.03.2016 authorized Sh. Bikash Mukherjee, Director, HEPL, to present the case before the Hon'ble Court.
Further, GoHP's State Law Department vide letter dt. 07.01.2021 intimated that the Government has decided to defend
the case before CBI Special Judge (PC Act), New Delhi, on behalf of HPPCL and accordingly, Ld. District Attorney, HP Legal
Cell, New Delhi, videletter dt.29.01.2021 entrusted to defend the case to Sh. Aaditya Vijay Kumar, Panel Advocate.

Regarding issuance of Power of Attorney, Sh. Aaditya Vijay Kumar vide letter dt. 19.04.2021 clarified that “..the
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Vakalatnama can only be provided by HPEMTA and not HPPCL or any other sister concern as the same is not a party to the
above captioned matter. The Vakalatnama is essential for carrying out any representation. In the absence of a valid
Vakalatnama, we would not be able to file an inspection, or retrieve any certified copies of the documents which are before
court.” Thereafter, as per meeting dt. 27.05.2021 held with the ACS (Power), memorandum, for authorizing Sh. Aaditya
Vijay Kumar to attend the hearings (as the NoC/ consent, sought by HPPCL, from Directors on the Board of M/s HEPL from
M/s EMTA Coal Limited side was awaited), was placed before the Board of Directors (BoD) of HPPCL in meeting dt.
07.06.2021 wherein it was decided that “..the matter be discussed by the Managing Director and Director (Electrical) with
the ACS (Finance) to the GoHP so as to reach on any concrete decision” Accordingly, discussions was held, who further
sought views/ suggestions of the Ld. Adv. Aaditya Vijay Kumar, which was furnished by the Ld. Counsel vide e-mail dt.
09.07.2021. Thereafter, the ACS (Finance) suggested HPPCL to take Legal opinion on the said views of the Ld. Counsel
from the State Law Department, for which HPPCL referred the matter to the Addl. Chief Secretary (Power), who vide letter
dt. 11.08.2021 intimated the opinion of the Law Department stating “..this department agrees with the observations of
theLd. Counsel and Ld. Joint Director, Legal Cell, HP at New Delhi and accordingly opines that since HPPCL and its officials have
not been arrayed as necessary party in the instant criminal case as stated by the AD, moreover the official of EMTA are not
ready to engage an advocate or sign Vakalatnama, therefore AD is advised to proceed further in the matter as per
advice/direction of the Ld. Counsel who has been appointed to watchout/ defend the matter before the CBI Court who is also
incharge of the case’; which was further intimated to the Joint Director, HP Legal Cell, New Delhi, for taking necessary
action.

CBICourton 31.08.2022 passed its judgment and as per the findings of the judgment “..itis held that the prosecution has
proved the charges. All the accused i.e. the company M/s Himachal EMTA Power Ltd. (A-1), its two directors Ujjal Kumar
Upadhaya (A-2) and Bikash Mukherjee (A-3) and its CGM (Power) N.C. Chakraborty (A-4) are hereby held guilty and convicted
for the offence u/s 120-B IPC and 120-B r/w 420 IPC. All the accused are also held guilty and convicted for the substantive
offence u/s 420 IPC". Thereafter, orders dated 07.09.2022 on sentence were passed by the Hon'ble court wherein out of
total four (4) convicts, M/s HEPL has been fined with Rs.10,00,000/- under 120-B/420 IPC and 10,00,000/- under 420 IPC,
which was to be deposited within two weeks (till 21.09.2022). Whereas, other three convicts from other side have been
sentenced for three yearsimprisonment. In this regard, HPPCL vide letter dated 17.09.2022 and e-mail dated 28.09.2022
requested Advocate, Sh. Aaditya Vijay Kumar to tender his opinion/comments with respect to safeguarding the interest
of GoHP/HPPCL and its officers, who are on the Board of M/s HEPL. In response, Ld. Counsel vide his e-mail dated
28.09.2022 opined that “No steps have to be taken presently to safeguard the interests of the GoHP and/ or HPPCL and its
officers. The entire judgment does not refer to the role of GoHP/HPPCL and its officers. Infact, it only discloses the manner in
which the Accused misrepresented and cheated the Government of India. In this background, it would only be advisable to
keep awatch onthe appeals which are filed and observe such proceedings, as and when the appeals are filed.”

Further, in view of above sentence dated 07.09.2022, HPPCL also sought advice/opinion from its Legal Cell, who opined
that the Managing Director, M/s HEPL, may be requested to deposit the fineimposed on Accused No. 1i.e. M/s Himachal
EMTA Power Limited (HEPL) till 21.09.2022 as ordered by the Court vide its order dated 07.09.2022 and also, to assail the
order of the CBI Court by way of filing appeal before the concerned High Court. Accordingly, letter dated 13.09.2022, and
its subsequent reminder e-mail dated 17.09.2022, was sent to the Managing Director, M/s HEPL, for taking aforesaid
necessary action. In response, M/s HEPL vide letter dated 17.09.2022 intimated that “..we need to pay a total amount of
Rs.32 Lakhs for the Company itself, its' two Directors and Ex-CGM (Power) and fund be provided by the partners of the Joint
Venture, EMTA and HPPCL in the ration of 50:50 basis.” Further, it was intimated by M/s HEPL that they have made the
payment regarding the aforesaid amount of Rs.32 Lakhs and has requested HPPCL to remit its share of Rs.16 Lakhs in
favour of EMTA Coal Limited. Legal aspects in the matter are being looked into. Further, as per order dated 18.10.2022 of
Hon'ble High Court of Delhi, the fine imposed on M/s HEPL has been deposited and the appeal filed by M/s HEPL has
been admitted for hearing, whichis to be listed with other connected mattersin'Regular List"

b) Incometaxrelated matter:

a) Income Tax (IT) Department vide Assessment Order dt. 24.08.2017, determined a sum of Rs.2,52,780/- payable by
HEPL for AY 2015-16. HEPL filed appeal against the said order in CIT on 12.10.2017 and submitted 20% of the demand
amounti.e.Rs.50,556/- with the IT Department. However, Income Tax Commissioner vide order dt.29.03.2019 dismissed
the appeal of HEPL and upheld the assessment order dt. 24.08.2017. Thereafter, HEPL opined to deposit the demand
amount with the Income Tax Department and sought 50% contribution (towards 50 % share) from HPPCL, for which
HPPCL requested HEPL to deposit the same from its Bank accounts only. In response, HEPL intimated regarding
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attachment of its Fixed deposit and Current Accounts by the Enforcement Directorate (ED) vide order dt. 29.12.2017,
which is pending before the Hon'ble Supreme Court. In this context, HPPCL's Finance wing opined that HEPL may
write/apprise the IT Authorities regarding attachment of its accounts and as such, HEPL requested IT Authorities to not
take any action to recover the demand till the decision of the court. Income Tax Officer, Shimla, vide letter dt. 28.07.2021
gave opportunity to hear the case, for which Sh. Mukesh Sharma, Chartered Accountant (CA), appeared before the
Assessing authority and apprised him about the status of HEPL's accounts. Assessing Officer assured that no coercive
action will be taken till the final hearings relating to Seizure of bank accounts by the ED.

c) Encashment of HEPL's BG by PGCIL: HEPL vide application dt. 04.07.2011 requested PGCIL for Grant of
Connectivity & Long Term Access for evacuation of power and submitted the Bank Guarantee (BG) of Rs.50 Lakhs. In view
of de-allocation, HEPL vide letter dt.18.06.2015 informed PGCIL about its decision to abandon the project and requested
torelease the BG, however, PGCIL encashed the BG. In this regard, Ld. Adv. Lalit Kumar Sharma opined to file petition u/s
79(1)(c) of Electricity Act before Central Electricity Regulatory Commission (CERC), New Delhi, which was intimated to
HEPL with the request to place the opinion before the BoD of HEPL for directions. However, HEPL vide letter dt.
06.03.2020 proposed to again request PGCIL and accordingly, requested PGCIL vide letter dt. 24.07.2020 to reconsider
its decision. Thereafter, M/s HEPL vide letter dt. 10.03.2022 forwarded the response of PGCIL to HPPCL, wherein PGCIL
stated that the contentions of HEPL are misplaced and without any merit. In this regard, HPPCL again requested M/s
HEPL to place the legal opinion of Sh. Lalit Kumar Sharma before the BoD of M/s HEPL, for which M/s HEPL vide letter dt.
05.05.2022 intimated that they have prepared circular resolution proposing filing of petition against PGCIL before the
CERC, New Delhi, and requested HPPCL to see the possibility of bearing the expenses for filing of petition including fees
of Advocates from HPPCL's end initially, which would be shared jointly in due course. HPPCL vide letter dt. 13.05.2022
requested M/s HEPL to place the said matter of sharing of expenses before the BoD of M/s HEPL for taking decision. BoD
of M/s HEPL passed circular resolution no. 2/2022-23 dated 05.05.2022 and no. 04/2022-23 dated 08.07.2022,
respectively, vide which approval has been accorded to file petition u/s 79(1) (c) of the Electricity Act before CERC, New
Delhiin respect of encashment of BG of Rs.50.00 Lakhs of M/s HEPL and it was resolved that “..expenses be shared equally
by the Joint Venture Partners of the Company in due course and that HPPCL be requested to make initial payment for the filing
oftheabove petition fromtheirend’.

As per the advice of the Legal cell, HPPCL vide letter dated 02.09.2022 requested M/s HEPL to initiate the process for
appointment of Advocate, who has been regularly appearing before CERC in tariff and other related matters, for filing of
petition in the above referred case, and share details regarding expenses to be incurred i.e. Advocate's fee structure,
payment terms and resume etc., before finalization. Reminder letter dated 22.10.2022 has been sent to M/s HEPL
seeking latest update on the aforesaid matter, however, response on the sameis still awaited.

d) Compensationreceived from Ministry of Coal (MOC):

a) Ministry of Coal (MoC), Govt. of India, vide letter dt. 28.03.2017 sanctioned the compensation, amounting to
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, the
expenditure incurred towards cost of consents, amounting to Rs. 11,39,120/- was not considered by MOC, for which
necessary clarification 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 by M/s GCL, out of which an amount 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, BoD of M/s GCL in its meeting dt. 24.07.2017
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 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 exceptin case of winding up ofthe Company, in accordance with the statute”.

1) 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.

¢ PowerPurchase agreement of the project was signed with HPSEBL on 31.03.2017.

¢ HIMURJA accorded in principle approval for setting up Berra Dol SPP and registered the project vide letter dated

14
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27.05.2017.

¢ The Project was awarded to M/s Bharat Heavy Electricals Limited (BHEL) on Engineering, Procurement and
Construction (EPC) mode vide letter of acceptance dated 10.07.2017 and the contract for the same was entered into
on22.07.2017.

¢ Berra Dol SPP was successfully synchronized with the grid on 07.12.2018 and its Commercial Operation was declared

with effect from 04.01.2019.The energy generated from the projectis being sold to HPSEBL at Rs.4.31 per unit.

The Project has beeninaugurated by the Hon'ble CM of HP on 20.02.2019.

¢ Since the commissioning of the project, total generation of 1.80 MU, 8.37 MU, 8.32 MU, 8.04 MU, 8.03 MU & 1.30 MU
have been generated in the FY 2018-19, 2019-20, 2020-21, 2021-22, 2022-23 & 2023-24 respectively. Hence,
accumulated generationason15.05.2023 is 35.86 MU with total revenue generation of Rs. 15.39 Crore.

*

Aghlor Solar Power Project:

¢ HIMURJA vide its letter dt. 24.05.2022 intimated that, the proposal for setting solar projects of 153-162 MW capacity
at different locations have been accepted by State Level Empowered Committee (SLEC) for installation of 150 MWac
solar power plants. However the allotment will be subject to the conditions that, HPPCL will apply separately (project
wise) inthe prescribed application form.

¢ Pursuant to above 10 projects totaling to a capacity of 243.5 MW have been got allotted from HimUrja. Lands are

being identified for further capacity of 300 MW and allotment and PFR/DPR activities have been taken up
simultaneously.

4, HUMANRESOURCES MANAGEMENT:

A) HUMANRESOURCES:

HPPCL has adopted CPSU based improved organizational structure with three broad categories of staff, like Executives,
Supervisorsand Workmen in differentlevels and clusters.

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 is 197, 181 and 156, which is in addition to these figures for
year2020-21,2021-22,2022-23 respectively.

i) Representation of Women Employeesisasunder:-

Date &Y Number of Number of Percentage of over-all
SRS SIS Employees Women Employees staff strength

31.03.2021 12.31%
31.03.2022 353 41 11.61%
31.03.2023 407 51 12.53%

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.

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 Disability (PWD) is as under:-

Date &Y. Number of Number of employees Percentage of
AR SIEaE Employees as PWD Employees as PWD

31.03.2021 2%

31.03.2022 353 11 3%

31.03.2023 407 10 2.45%
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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 Policy prevailing in the State of H.P.

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

Date &Y. Number of Representation
ate & Year
Employees Total SC SC% Total ST ST% Total OBC| OBC%

31.03.2021 333 58 17% 5% 38 11%
31.03.2022 353 64 18% 18 5% 45 12.75%
31.03.2023 407 75 18.43% 22 5.41% 56 13.76%

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 their 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 and through direct
recruitment from HP Public Service Commission, Shimla & HP Staff Selection Commission, Hamirpur along with
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:

Filled in Filled in Filled in Filled in
2019-20 2020-21 2021-22 2022-23
0 2

Assistant Engineer (Electrical)

2 Assistant Engineer (Civil/Mech.) 7 0 0 30
3 Assistant Officer (Finance) 1 0 0 2
4 Assistant Officer (Law) 0 0 0 1
5 Assistant Officer (Personnel) 0 0 0 1
6 JE (Electrical) 0 0 2 3
7 JO (P&A) 0 0 1 5
8 JE (Civil/Mech.) 0 1 14 17
9 Electrician 2 1 0 0
10 JO (F&A) 0 0 6 0
11 JO(IT) 0 0 1 1
12 JO (Env.) 0 0 1 0
13 JOA 0 0 2 5
TOTAL 29 2 27 67

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 has formulated its own 'Training Policy' for its
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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 programs, based on organizational
needs. As per this policy, efforts are afoot that all categories of employees are being trained in one or the other way every
year, irrespective of their level.

During the year, the figures tabulated below show 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:-

Capacity Building

oL wwa L s

External Trainings

In-House Trainings 40 124 336
Capacity NEHG;
Fulléfing Number of Seminars iryrilg 0 0 0
Exposure Visit (Abroad) 0 0 0
Exposure Visit (India) 0 0 0
TOTAL 127 187 389

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 2020-21 to 2022-23 at various offices and Projects sites of HPPCL is as under.

Offices/ Projects

Electrical | Information |Civil Engineer

Engineer Technology & others
Corporate Office 8 13 2 = 4 27
SKHEP, Hatkoti = = = = 1 1
STKHEP, Kinnaur - - - = 2 2
nofice - | - . s
Sainj HEP, Kullu - - = = 2 2
IKHEP, Kinnaur - - 2 = 9 11
RDP, Sirmour - - - - 1 1
Bera Dol = = = = - =

TOTAL 8 13 5 - 23 49

C) INDUSTRIALRELATIONS

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 comprise at least 80% of
Himachalipeopleinitas perPrevalent Policy in State of Himachal Pradesh.
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D) EMPLOYEEWELFARE

The Recreational, Cultural and Sports functions on different occasions were also organized to have 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 employee's health. Further Raising Day is organized on 18th
December every year with great fervor & 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. For FY 2020-21, the meeting of CSR
Committee was held on 20th December, 2022. During the meeting, it was decided and recommended that the Company
isnot required to spend any fund towards CSR as the earnings of HPPCL are not to the extent of falling within the ambit of
CSRobligations. Since, there are no profits during preceding three years, so the provisions of the Act are not applicable.

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 2020-21. Therefore, the policy would be
implemented as per the requirement of the Act.

Therequisite Performain respect of Corporate Social Responsibility was attached in the earlier Board's Reports.

6. ENVIRONMENT

The obtaining of statutory clearances i.e Environment Clearance (EC) and Forest Clearance (FC) from Ministry of
Environment Forest & Climate Change (MoEF & CC) are mandatory for project execution. To obtain Environment
Clearance (EC) under Environment Protection Act 1986, the preparation of EnvironmentImpact Assessment (EIA) Report
and Environment Management Plan (EMP) are prerequisite. The approval on EIA and EMP Reports are required from
MoEF & CC.In compliance to above, Environment Impact Assessment (EIA) Report is prepared by the project proponent
from the third party i.e. consultancy firm (accredited by MoEF & CC) in each project to assess the impact of the project on
Environment. Under the Environment Management Plan (EMP) all the mitigating measures to protect environment are
provisioned.

Environment Management Plans as approved from MoEF & CC are executed diligently & rigorously in each Hydro Electric
Project of HPPCL. Precautionary principles are applied right in the planning and inception stages of various projects. The
areas with high biodiversity 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. If inevitable, HPPCL goes beyond the statutory
requirements to compensate the loss.

HPPCL is also committed to maintain 15% of the lean season discharge as downstream discharge from all diversion
structures of the hydropower projects. This helps maintain stream's longitudinal aquatic connectivity besides fulfilling
environmental functions of river/stream.

Environmental Safeguards for protecting Environment are always given top priority by HPPCL 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.

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 environment management. The
responsibility has been entrusted to the environment staff to take care all the environment protection norms and ensure
the proper monitoring of various environmental parameters like Water sample analysis, Air sample analysis, Progress of
Catchment Area Treatment (CAT Plan) and Compensatory Afforestation etc. on a regular basis by other Stakeholder
deptts.and Govt.agencies like HP Forest departmentand HP State Pollution Control Board.
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HPPCL has been able to get two of its hydroelectric projects [Integrated Kashang HEP Stage-I, Il &1l (195 MW) and Sawra
Kuddu, HEP (111 MW) registered with UNFCCC under CDM initiatives.

7. 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 RR Plan of
HPPCLisamodelforthe sectorinthe State.

To supplement the measures of RR Plan, HPPCL has formulated and is implementing number of R&R Schemes in
consultation with affected communities in Project Affected Areas. These schemes involve local youth, promote sports
and encourage entrepreneurship. HPPCL is assisting in skill 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 (1.5% of the project
cost) is being done regularly by the Corporation. In addition to this, HPPCL has also carried out a number of
developmental works over and above the provisions of LADF. HPPCL is also contributing 1% of its power revenue to
LADF through Directorate of Energy (DoE) for its commissioned projects, which is being/to be distributed to local
communities in Project Affected Area as their personal income thus making them long term stakeholder in the projects.
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 able to
accomplish with the dedicated R&R staff recruited and trained by it.

8. ACCOUNTS

Most of the Power projects of the Corporation are in construction, survey & investigation and prefeasibility stages.
However, the Projects as depicted in the table below have been commissioned as per details given against therein:

m Name of the Project Date of Commissioning

Integrated Kashang Hydro Electric Project, Recongpeo,

Stage-l (65 MW) ISl Distt. Kinnaur, H.P.

Sainj Hydro Electric Project Sarabai, Bhuntar,

th
2 (100MW) 04" September 2017 Distt. Kullu, H.P.
Berradol Solar Power Plant th Near Naina Mata Ji Mandir,
3 5Mw) SR V) Distt. Bilaspur, H.P.
4 Sawra Kuddu Hydro Electric Project 21° January 2021 Hatkoti, Jubbal,

(111MW) Distt. Shimla, H.P.

Sale of power being generated from these projects is being sold in the Indian Energy Exchange, through Power Traders
i.e. M/s PTC India Limited and M/s Tata Power Trading Corporation Limited. However, the power being generated by
Berradol Solar Power Plant (5MW), is being sold to H.P. State Electricity Board Limited, as per the PPA signed between
both the parties.

Expenditure of projects, which are under construction/investigation stages or incidental thereto, incurred during the
period prior to the commencement of commercial operations are classified as “Expenditure during construction” and
taken tothe Statement of“Capital Work in Progress”.

Administrative and other general overhead expenses of Corporate Office and Design Wing are apportioned to all the
Projects under construction/survey investigation stages in the ratio of expenditure incurred by these projects and to the
commissioned at the ratio of Sales to Capital outlay. 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
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(Civil & Electro-mechanical assets), on commissioning of projects.

9. 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 orderto ensure thatall checks and balances are in place and internal control systems are in order, regular internal audit
isconducted by firms of Chartered Accountantsin close coordination with Company's own staff.

10. DIVIDEND
Since the Company has not earned any profit(s) during the Financial Year 2020-21, therefore, the information is Nil.

11. CAPITALGRANTRECEIVED FROMGOVT.OFINDIA

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 of Rs.
187624.91 Lacs, have been received as on date in case of Renukaji Dam project from Gol, Delhi Jal Board and other
Governments of Beneficiary States. In case of Gyspa Dam project Rs. 500.00 Lacs was received from CWC, New Delhi.The
same have been treated as Capital Grant along with the additional funds spent by HPPCL from its own sources, net of
depreciation.

12. CHANGEINTHE NATURE OF BUSINESS, IF ANY.
Theinformationis Nil please.

13. 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
COMPANYTOWHICHTHE FINANCIAL STATEMENTS RELATE AND THE DATE OF THE REPORT:

Integrated Kashang Hydro Electric Project Stage-I (Unit-1l-65 MW) was commissioned on 01.09.2016. Also, Units lll & | 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 was being sold on Indian Energy Exchange through power
traders. From 01.05.2022 onwards the power of Kashang HEP is being sold to HPSEBL and accordingly the project has
generated 955.98 MU up t0 09.04.2023 and Rs. 251.81 Crore of revenue.

Sainj HEP (100MW-Unit | & Il) was commissioned on 04.09.2017. The power of Sainj HEP was sold on Indian energy
exchange through power traders and accordingly has generated 2161.62 MU upto 09.04.2023. Revenue of Rs. 729.45
Crore has been generated.

Sawra Kuddu HEP(111MW) has been commissioned on 21.01.2021. The power of HEP was being sold on Indian energy
exchange through power traders. From 01.05.2022 onwards the power of Kashang HEP is being sold to HPSEBL. The
projecthasgenerated 668.62 MU upto 09.04.2023 and earned revenue of Rs. 247.88 crore till 09.04.2023.

Berra Dol Solar Power Project of 5 MW capacity was also commissioned on 04.01.2019 that has generated 34.82 MU till
09.04.2023 and Rs. 14.95 Crore of revenue has been generated. Sale of power is being done to HPSEBL.

Power of HPPCL Projects was being sold through online platform of IEX (Indian Energy Exchange). However, in the recent
past, HPPCL has signed short term PPA with HPSEBL for its power from Kashang HEP Stage-I(65 MW) and Sawra Kuddu
HEP (111 MW) with the understanding that such arrangement will be continued for future on regulated rates.

14. SIGNIFICANT & MATERIAL ORDERS PASSED BY THE REGULATORS OR COURTS OR TRIBUNALS
IMPACTINGTHE GOING CONCERN STATUS AND COMPANY'S OPERATIONS

The appeal against the order dated 09.03.2020 passed by the Ld. Arbitral Tribunal in the Arbitration matter between
Voith Hydro Pvt. Ltd. vs HPPCL passed against HPPCL was filed before the Hon'ble High Court of Himachal Pradesh on
27.07.2021. The additional order in the arbitration matter was passed by the Ld. Arbitral Tribunal on dated 17.12.2020.
The first hearing in the matter (Arb. Case no. 82 of 2021) was held on 13.08.2021 and in terms of the order dated
13.08.2021, the requisite amount along with upto date interest amounting to Rs.13,32,72,407/- in form of Demand Draft
was deposited with the Registrar General of the Hon'ble H.P. High Court on 17.09.2021. The second hearing was held on
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07.12.2021.

Further, the relevantrecord of the Ld. Arbitratorin the Arb. Case no.82 of 2021 titled as HPPCL vs Voith Hydro Pvt. Ltd. has
been submitted in the Hon'ble High Court on 07.12.2022 as requisitioned by the Registrar General, Hon'ble HP High
Courtvidetheirletter29.11.2022.

The next date of hearing is yet to be fixed by the Hon'ble High Court of H.P.

15. SUBSIDIARY/JOINTVENTURES/ASSOCIATE COMPANIES

The Company has a Joint Venture Company named Himachal EMTA Power Limited with 50:50 partnership with EMTA
CoalLimited (HEPL) and has made an investment of Rs.398.00 Lacs inits 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.

16. PERFORMANCE AND FINANCIAL POSITION OF EACH OF THE SUBSIDIARIES, ASSOCIATES &
JOINTVENTURE COMPANIES INCLUDED INTHE 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 and the Auditors' Report with respect to the
consolidationis also annexed for the financial year 2020-21.

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

18. AUDITORS'REPORT AND COMMENTS OF CAGOFINDIA

M/s Soni Gulati & Company, Chartered Accountants were appointed as the Statutory Auditors of the Company for the
financial year ended on 31st March, 2021, by the Comptroller & Auditor General of India. The Auditors have audited the
accounts and submitted their report on 26th November, 2022, which isannexed to the Annual Accounts.

Also, the A.G., H.P. has conducted audit of the Annual accounts for the FY 2020-21 and the comments of the CAG of India
have been received on 6th April, 2023, which are also annexed. The replies to the comments of the CAG of India are also
annexed to the Annualaccounts.

19. SHARE CAPITAL

The Authorized Share Capital (ASC) of the Company as on 31.03.2021 was Rs. 2500.00 Crore (Two thousand five hundred
crore only). The issued, subscribed & paid up capital of the Company as on 31.03.2021 was Rs. 2187.71 Crore and Share
Application money pending allocation was Rs. 5506.46 lakh. As on date, the issued, subscribed & paid up capital of the
CompanyisRs.2302.48 Crore only.

20. EXTRACTOFTHEANNUALRETURN
The information pursuant to Section 92(3) of the Companies Act, 2013 and rule 12(1) of the Companies (Management
and Administration) Rules, 2014 is appended hereunderin Annexure MGT-9 at Annexure-A.

21. THE CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION, FOREIGN EXCHANGE
EARNINGS AND OUTGO ASPERRULE 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 5MW.

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.Thisinformation may be treated as Nil.

c¢) TechnologyAbsorption
Thisinformation can be treated as Nil
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22. DISCLOSURE:

As per the revised project cost of Rs. 2807.83 Crore (approximately), Rs.42.11 Crore is required to be deposited under the
LADF scheme of Shongtong Karchham HEP. Corporation has deposited Rs.25.56 Crore, up to March, 2023. Out of the
remaining amount of Rs.16.55 Crore, Chairman-cum-DC Kinnaur has been requested through DoE for adjustment of Rs.
8.75 Crore spent by the Corporation directly for the various works falling under LADF scheme at Shongtong Karchham
HEP.The balance funds of Rs.7.80 Crore payable under this Scheme are being released in a phased manner for which the
provision has already been made in the books of accounts.

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 minimum 3 and maximum 9. These numbers include Whole-
Time (Functional), Part-Time (Nominee) Chairman/Directors and Managing Director.

1.2 Composition &Tenure of the Board

As on 31.03.2021, the Board was comprised of Seven (7) Members, consisting of four (4) Whole-Time (Functional)
Directors including Managing Director and three (3) Part-Time (Nominee) Directors including Chairman
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 2020-21, five (5)
Board Meetings have been held and most of the Directors have attended these meetings. These meetings have been
held on 10.06.2020,05.08.2020, 19.11.2020,08.03.2021and 18.03.2021.

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 strictly adheres the Govt. policies and also the
latest applicable provisions of the Companies Act, 2013.

Date of Cessation
Usual Address Da,t e of A Da.te - (during/after closure
Birth ppointment of FY : If any)

Set No. ll, Type-VI,

h. Anil K
1. ihacg; : A“Smar Officers Colony, Kasumpti, 22061963  31.12.2019 g;gzegog’}
' Shimla, HP -171009 o
House No.110, Mansa Devi
2. S,h' Ram Subhag Complex, Sector-4, Panchkula, 31.07.1963  31.12.2019 S e
Singh, IAS H 03.06.2021
aryana- 34114
A F . Ceased as Director
Sh. Prabodh Saxena, A Rl CT oI on 31.12.2022
3. R KPuram, Sector-5, SouthWest  07.03.1965  31.12.2019 .
IAS . . . being ACS
Delhi, Delhi, India-110022 (Finance).
. Prospect Villa, Chakkar, Ceased on
4.  Sh. Amit Kashyap, IAS Shimla, HP- 171005 14.12.1963 02.11.2020 24.06.2021
Sh. Manmohan SetNo. 11, Type-V, IAS Colony, Ceased on
> Sharma, IAS Kasumpti, Shimla, HP-171009 04051971 10.06.2019 24.06.2021
. . A-1, Block No. 2, Strawberry Ceased on
6. Sh.ShashikantJoshi |t e e 071002 31.12.1963  20.05.2020 000

22
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126, Post Office, Sunder Nagar-1,

7. ?: [k)haram Sl Tehsil Sundernagar, Thalla, 11.06.1961  09.03.2018 fg%%ego‘;q
aur Mandi, HP -174401 e
A-495, Sector-1V, In position as
g, Oh-SudershanKumar pp oo i New Shimla, 01.05.1964  07.08.2008 Company Secretary
Sharma Shimla, HP -171009 (Superannuated on
30.04.2022 and
re-engaged as
Consultant
(Company Secretary)

w.e.f21.04.2022

PARTICULARS OF CHANGE IN THE PERSONS WHO ARE/WERE DIRECTORS/SECRETARY OF THE COMPANY DURING
THEFINANCIALYEAR (2020-21)

Date of Cessation
Usual Address Da.te of A Da‘te o (during the
Birth ppointment | 4., cial year : If any)

Set No-18, Type-6,

1. Sh.Devesh Kumar, IAS Kasumpti, Shimla Urban(T), 01.07.1974 02.07.2019 gf?)%ego%?)
Shimla, HP -171009 o
House No. 9, Old Brock Hurst,
2. Sh.Rakesh Kanwar, Govt. Houses Kasumpti, 15.06.1969  03.06.2020 gzeﬁegog?)
IAS Shimla, HP - 171009 o
. Prospect Villa, Chakkar, Ceased on
3.  Sh. Amit Kashyap, IAS Shimla, HP- 171005 14.12.1963 02.11.2020 24.06.2021

The Board noted the contributions made by the Directors during their tenure and placed on record its appreciation for
theirservices.

PARTICULARS OF DIRECTORS/SECRETARY AS ON DATE
Sh. Prabodh Saxena, IAS, Chief Secretary, GoHP - Chairperson

Sh. Maneesh Garg, IAS, Principal Secretary, (Finance), GoHP - Director

Sh. Rajeev Sharma, IAS, Secretary (MPP & Power), GoHP - Director

Sh. Harikesh Meena, IAS - Managing Director

Dr. Amit Kumar Sharma, IAS, Director (Personnel & Finance) - Director

Er. Surender Kumar, Director (Civil) - Director

Sh. Sudershan Kumar Sharma - Consultant (Company Secretary)

(B) Declaration by Independent Director(s) and re-appointment, if any
Since the Company does not have Independent Directors, therefore, the informationis 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 consultation
amongtheWholeTime Directors and sometimesin Board meetings.
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24, 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 last meetings of the Audit Committee was held on 12.06.2018.

25. 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.

26. NOMINATION AND REMUNERATION COMMITTEE
Not Applicable.

27. PARTICULARS OF LOANS, GUARANTEES ORINVESTMENTS UNDERSECTION-186
The information is Nil, except an investment of Rs. 398.00 Lakh in Himachal EMTA Power Limited for setting up (2x250
MW)Thermal Power Plant at Raniganj, West Bengal as per details given above in Para-15 please.

28. PARTICULARS OF CONTRACTS ORARRANGEMENTS WITH RELATED PARTIES

The power generated from HPPCL commissioned Hydro Electric Projects was being sold in the Energy
Exchange/Bilateral mode through Power Traders and to HPSEBL. Subsequently, a Short Term PPA was signed on
28.04.2022 b/w HPPCL & HPSEBL for sale of power from Kashang HEP & Sawra Kuddu HEP @ Rs. 3.40/unit valid from
01.05.2022t0 31.03.2023 while the power generated from Sainj HEP continued to be traded at energy exchange through
Power Trader. Now, Long Term Power Purchase Agreement (PPA) between HPPCL and HPSEBL has been signed on
29.03.2023 for Kashang HEP Stage-l, Sawra Kuddu HEP & amp; 50% HPPCL share of power from Sainj HEP at HPERC
determined tariff w.e.f 01.04.2023 for the useful life of project. The remaining 50% of the power from Sainj HEP continues
to be traded at power exchange/bilateral mode through Trader. As for, the power being generated
by Berradol Solar Power Plant (5MW), itis being sold to H.P. State Electricity Board Limited, as per the PPA signed between
HPPCLand HPSEBLon 31.03.2017.

29. SECRETARIALAUDITREPORT

For the financial year 2020-21, pursuant to Section 204(1) of the Companies Act, 2013 and rule No.9 of the Companies

(Appointment and Remuneration Personnel) Rules, 2014], the Secretarial Audit was conducted for the compliance of

applicable statutory provisions and the adherence to good corporate practices by the Secretarial Auditors.

On the observations of the Secretarial Auditors, the Corporation had submitted its replies/clarifications and thereafter

the final report was received for the FY 2020-21. The contents of reply to the observations of the Secretarial Auditors are

givenatthe end of this Secretarial Auditors report. The relevant contents of the report areas under:

During the period under review the Company has generally complied with the provisions of the Act, Rules, Regulations,

Guidelines, Standards, etc. mentioned above subject to the following observations:

a) TheCompany has Authorized Capital of Rs. 2500 crore and Paid-up Capital of Rs.2187.7 1crore. The Paid-up Capital is
held by Government of Himachal Pradesh to the extent of 39.76% Himachal Pradesh Infrastructure Development
Board to the extent of 54.25% and Himachal Pradesh State Electricity Board Limited to the extent of 5.98%. As a
result, the Companyis nota Government Company as per the definition of Section 2(45) of the Companies Act 2013.

b) Compliance of Sections 134 and 137 of the Companies Act 2013 are pending as on the date of the Report. The
Company submits that the Financial Statements were already approved by the Board in its Meeting held on 06th
January 2022 and the same are under Audit. However, the Company, pending the adoption of the Financial
Statements for the year, filed Annual Return on 09th February 2022.

¢) On perusal of few returns, the Company is yet to file MGT-14, in connection with the approvals of Financial
Statements, Directors Report, appointment of Internal Auditors etc. Similarly, filing of Returns PAS-6 and DPT-3 are
also pending. The Company maintains that these Returns are not per se applicable. However, the Company assured
tore-examine the applicability.

The Secretarial Auditors further reported that

The Board of Directors of the Company is duly constituted with proper balance of Executive Directors, Non-Executive

Directors.The changes in the composition of the Board of Directors that took place during the period under review were

generally carried outin compliance with the provisions of the Act.

Adequate notice is given to all directors to schedule the Board Meetings. Agenda and detailed notes were however, not
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less than 07 days as prescribed. As explained, a system exists for seeking and obtaining further information and
clarifications on the agendaitems before the meeting and for meaningful participation at the meeting.

As explained, majority decision is carried through while the dissenting members' views are captured and recorded as
part of the minutes. During the year, all decisions taken in the meeting of Board of Directors, were unanimous.

| further report that monitoring the compliance with applicable laws, rules, regulations and guidelines commensurate
with the size and operations of the Company is not evidenced from the Board records. However, the Company reported
through Management Representation that during the financial year 2020-21, the company has complied with all Rules
or Regulations as applicable and that there was no penalty or show-cause notices received from any Statutory or
Regulatory Authorities.

| further report that during the audit period the company has no specific events/actions having a major bearing on the
company's affairs in pursuance of the above referred laws, rules, regulations, guidelines, standards, etc. referred to above
excepting tothe extent stated below:

The Company availed loans unsecured from ADB, KFW routed through the Government of Himachal Pradesh and
secured loans through Indian Banks and Indian Financial Institutions. As on 31st March 2021, as reported, the
outstanding loans are to the extent of Rs.2693 Crore. Out of this, Rs.2535 Crore pertains to the ADB and KFW. Due to
inadequate financial resources, the Company requested the Government of Himachal Pradesh for deferment of loan
dues which was granted up to 31st March 2021. Since the situation continued thereafter, the Company again requested
the Government of Himachal Pradesh for further period up to 31st March 2022.The proposal is under consideration of
the Government.

The contents of reply submitted to the observations of the Secretarial Auditors are asunder:-

a) Thecontents of the draft report are true to the extent that the Authorized Share Capital of the Company was Rs. 2500
Crore, whereas the Paid up Capital was Rs. 2187.71 Crore held by GoHP to the extent of 39.76%, Himachal Pradesh
Infrastructure Development Board (HPIDB) 54.26% and Himachal Pradesh State Electricity Board Limited (HPSEBL)
5.98%.

Itis, however, mentioned that HPPCL was registered as a Private Limited Company owned by the State Govt. and as
on date also, the status of the Company is Govt. Company. Although the Share Capital of the Company has been
contributed by the aforesaid shareholders, yet HPIDB is the Board wholly/entirely owned by the Govt. of H.P.and as
such the equity contributed by this Board may kindly be considered as the equity of the State Govt. Initially in the
year 2011, the Govt. of H.P. had substituted its equity through HPIDB and accordingly, the matter was placed before
the Board of Directors in its meeting(s) held on 28.10.2011 and 25.07.2012. Therefore, the requirements of the
Companies Act, 2013 are being complied with as are applicable to the Govt. Companies registered as Private
Companies.

b) Inthe 78th BoD meeting of the Corporation held on 06.01.2022, the Financial Statements (Annual Accounts), both
Standalone and consolidated for the year ended on 31st March, 2021 were approved by the Board and the Statutory
Audit is in progress. It is true that pending finalization of Financial Statement, the Corporation has filed Annual
Return fortheF.Y 2020-210n09.02.2022.

¢) Itismentioned here thatapproval of Shareholders to borrow money in excess of the paid up capital & free reserves of
the Company from Rs.3500 Crore to Rs.5000 Crore was obtained on 23.09.2021 and Form MGT-14 in respect of this
enhancement stands filed on 01.10.2021.The copy of the same was emailed to you on 11th July, 2022 please. Also, as
pointed out in the draft Report that the Company has not filed few returns on MGT-14 in connection with approvals
of Financial Statements, Appointment of Internal Auditors etc,, it is submitted that this Company, being Private
Limited Company, these resolutions/approval passed by the Board under Section 179(3) need not to befiled and are
required to be filed only by the company other than the Private Limited Company. Further, Form PAS-6 applies to all
unlisted public companies thatissue shares in accordance with Rule 9A of the Companies (Prospectus and Allotment
of Securities) Third Amendment Rules, 2019. However, the Government Company and the Private Company need
not file Form PAS-6. Also, the DPT-3 is applicable on all the Companies except the Government Company.

d) Itisfurtherto statethatno show cause notice duringthe year2020-21 has been received.

Interest deposited as per detail mentioned below (year 2020-21)
a) TDSNon Salary-Rs.52,584/-
b) Intereston GST-Rs.9,64,454/-

Inview of above, it is requested to please redraft the Secretarial Audit Report of HPPCL for the F.Y.2020-21.
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30. EXPLANATIONS OR COMMENTS BY THE BOARD ON EVERY QUALIFICATION, RESERVATION OR ADVERSE

REMARKORDISCLAIMER MADE -

(I) BytheAuditorinhisreport:
The Statutory Auditors have given their qualified opinion stating that the standalone financial statements give the
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, 2021 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. Further, in case of Consolidated
Financial Statements, Statutory Auditors have not given their qualified opinion, stating that these Statements have
been named as consolidated statements but in reality these are stand alone statements. The aforesaid Consolidated
Ind AS financial statements give the 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, 2021, and its profit/loss (financial performance including
other comprehensiveincome), its cash flows and the 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 FY 2020-21.

31. RISKMANAGEMENTPOLICY
Theinformationis nil please.

32. DIRECTORS'RESPONSIBILITIES STATEMENT
In accordance with the provisions of Section 134(5) of the Companies Act, 2013, the Board hereby submit its
responsibility Statement:-
(@) Inthe 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
attheend ofthe 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) theDirectors had prepared the annual accounts on agoing 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.

33. 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.

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

The remuneration paid to the Whole-time Directors and Company Secretary paid during the FY 2020-21 is given in the
Form MGT-9 enclosed to this report.

35. 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.
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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 was 112 % of the target. During 11th plan the achievement in capacity
addition was 69.84% of the target. As per the Paris Agreement commitments, India has been targeting to increase
renewable capacity to 175GW by 2022 and has achieved 174.53 GW by Feb 2023.

As regards to hydro potential, total Hydro Electric Power potential in the country has been 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 resultin 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 peak loads
and all new projects must be designed with this objective in mind.

Hydropower brings a strong contribution to flexibility in the power system today filling the gap between supply and
demand that is induced by the variability of Renewable Energy Sources (to counter variability of RES, as sun does not
always shine and wind does not blow constantly). Hydropower plants with reservoirs reduce the dependency on the
variability of the natural inflow and enable adjustments of power generation to the variability in demand. Such Power is
the need of the increasingly dynamic Indian power grid, requiring a substantial amount of power from generation
sources that have quick start and stop capability and can offer grid balancing services. Such resources come online
within a short span of time to bridge the gap on supply side arising due to variable renewable energy generation.

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 February 2023, the installed capacity of hydroelectric power
plantsinthe countryis 51793 MW whichis 12.60% of the total installed capacity of the country from all the sources.

HPPCL has signed PPA with HPSEBL for sale of power from its existing projects excluding 50% power from Sainj HEP
which is proposed for bundling with other RE sources as per understanding with the World Bank. There is also an “In
Principle” agreement that power from future projects will be purchased as and when the projects are commissioned by
HPPCL. With the declaration of the intent to become the first green state of the Country by 2025 demand for hydro and
solar will increase in the State and above decision of tie up with HPSEBL is aligned with the decision of the Govt. Right
now the power is being sold at fixed rate of Rs 3.4 per unit but the PPA stipulates it to be on regulated tariff to be
determined by HPERC. Accordingly, HPPCL is in the process of filing the tariff application and necessary paper work is
being completed.

Govt. of India vide notification dated 08 march 2019 has declared Large Hydro Projects (LHPs)(>25MW) as Renewable
Energy Source and Hydropower Purchase obligation (HPO) has been notified as a separate entity within the existing
Non-solar Renewable Purchase Obligation (RPO). It had been said that a trajectory of annual HPO targets shall be
notified by the Ministry of Power and the HPO shall cover all the LHPs commissioned after 08.03.2019 as well as the
untied capacity of commissioned projects. In compliance of the same and with the objective to add 30GW of
hydropower capacity by the year 2030, Ministry of Power (MoP) vide notification order dated 29 January 2021 has
revised the RPO trajectory to include the long term trajectory for HPO wherein a percentage of hydro energy has been
fixed to be bought by all DISCOMs. The HPO Trajectory for the period till 2029-30 has been notified and for the period
between 2030-31 and 2039-40 shall be notified subsequently. RPO shall be calculated in energy terms as a percentage of
total consumption of electricity. The said trajectory till 2024-25 is as under:

Non-Solar RPO
Year Solar RPO Other Non-Solar | Total Non-Solar Total RPO
RPO RPO

2019-20 7.25% - 10.25% 10.25% 17.50%
2020-21 8.75% = 10.25% 10.25% 19%
2021-22 10.50% 0.18% 10.50% 10.68% 21.18%
2022:23 To be 035% To be To be To be
2023-24 specified 0.66% specified specified specified
2024-25 later 1.08% later later later
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In compliance of the above order dated 29.01.2021, CERC is in process of developing the Hydro Energy Certificate (HEC)
mechanism similar to Renewable Energy Certificate (REC) mechanism to facilitate fulfillment of HPO from the projects
commissioned after 08.03.2019 having untied capacity. The HEC mechanism would have a capping price of Rs.5.50/unit
of electrical energy w.e.f 08 March, 2019 with 5% of annual escalation after 31 March, 2021.

Highly flexible hydropower, with an ability to effectively store energy in its reservoirs and respond quickly to system
requirements but which to date has only been valued for energy served is believed to have even greater value within the
future Indian power system. One pilot project on the lines, is envisaged to utilize surplus of hydropowerin HP and further
supportintegration of renewable energy sources through creation of a bundled product with 50% power from Sainj HEP
(100 MW) of HPPCL and solar and wind plants located elsewhere in the country. Such a bundling model would create
multiple benefits including increased grid stability, higher competitiveness in the Indian power market, provision of
round-the-clock power supply to electricity consumers preferring to buy green power as part of their environmental
responsibility and those selling their products in European markets and facing taxes on account of use of fossil fuel
power. The tax benefits and profits on such products would get passed on to the hydro generators supporting
hydropower generation assets. The said bundling arrangement is being taken up for execution under the Himachal
Pradesh Power Sector Development Program being funded by the World Bank.

The above Industry scenario with option of sale of power in PPA as well as open market mode 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.

ACKNOWLEDGMENTS:

Your Directors gratefully acknowledge the continuous support and assistance provided by the various Departments of
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For and on behalf of the Board of Directors
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(ANNEXURE-A)

ANNEXURE 'B'TO THE BOARD'S REPORT

Form No. MGT-9

EXTRACT OF ANNUAL RETURN AS ON THE FINANCIAL YEAR ENDED ON 31st MARCH, 2021

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

l. REGISTRATION AND OTHER DETAILS:

i. CIN U40101HP20065GC030591

ii. Registration Date 18.12.2006

iii. Name of the Company HIMACHAL PRADESH POWER CORPORATION LIMITED

Company Limited by shares

iv. Category / Sub-Category of the Company State Govt. Company

Himfed Building, BCS, New Shimla Shimla,
Himachal Pradesh-171009

Address of the Registered office and
contact details

vi. Whether listed company No

Name, Address and Contact details of

Registrar and Transfer Agent, if any N.A.

Vii.

Il. PRINCIPALBUSINESS ACTIVITIES OF THE COMPANY

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

Sl 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 . 4. % 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 Shares held at the No. of Shares held at the
beginning of the year end of the year % Change
Category of during
Shareholders . % of _ % of h
Demat |Physical| Total | Total | Demat Physical| Total | Total |‘theyear(+-)
Shares Shares

A.Promoter
1. Indian 0 0 0 0 0 0 0 0 -
a. Individual/ HUF 0 0 0 0 0 0 0 0 -
b. Central Govt 0 0 0 0 0 0 0 0 -
c. State Govt(s) 8,626,345 39.56 8,697,845 39.75 0.19
d. Bodies Corp/Govt. companies 1,307,731 6.00 1,307,731 5.98 -0.02
e.Banks / Fl 0 0 0 0 0 0 0 0 -
f. Any Other (Shares in the name 11,871,557 54.44 11,871,557 54.27 -0.17

of Himachal Pradesh

Infrastructure Development

Board (Board of Govt. of H.P.)

& 50 Shares in the name of 3

Sr. Officers of the State Govt.

i.e. 30 Shares of State Govt.

Nominees and 20 Shares of

HPSEBL Nominees).
Sub-total(A)(1):- 21,805,633 100 21,877,133 100 -
2. Foreign 0 0 0 0 0 0 0 0 o
g. NRIs-Individuals 0 0 0 0 0 0 0 0 -
h. Other-Individuals
i. Bodies Corp. 0 0 0 0 0 0 0 0 -
j. Banks / Fl 0 0 0 0 0 0 0 0 -
k. Any Other.... 0 0 0 0 0 0 0 0 -
Sub-total (A)(2):- 21,805,633 100 21,877,133 100 -
B. Public Shareholding
1. Institutions
a. Mutual Funds 0 0 0 0 0 0 0 0 -
b. Banks / FI 0 0 0 0 0 0 0 0 -
c. Central Govt 0 0 0 0 0 0 0 0 -
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d. State Govt(s) 0 0 0 0 0 0 0 0 -
e.Venture Capital Funds 0 0 0 0 0 0 0 0 -
f. Insurance Companies 0 0 0 0 0 0 0 0 -
g.Flls 0 0 0 0 0 0 0 0 -
h. Foreign Venture Capital Funds 0 0 0 0 0 0 0 0 -
i. Others (specify) 0 0 0 0 0 0 0 0 -
Sub-total (B)(1) 0 0 0 0 0 0 0 0 -

2. Non Institutions

a. Bodies Corp. 0 0 0 0 0 0 0 0 -
(i) Indian
(i) Overseas

b. Individuals 0 0 0 0 0 0 0 0 -
() individual shareholders
holding nominal share capital
upto Rs. 1 lakh
(ii) individual shareholders
holding nominal share capital
in excess of Rs. 1 lakh

¢. Others (specify) 0 0 0 0 0 0 0 0 -

Sub-total (B)(2) 0 0 0 0 0 0 0 0 -

Total Public Shareholding (B)= 0 0 0 0 0 0 0 0 -

(B)(1)+ (B)(2)

C. Shares held by Custodian 0 0 0 0 0 0 0 0 =
for GDRs & ADRs

Grand Total (A+B+C) 21,805,633 100 21,877,133 100 -

ii. Shareholding of Promoters

Shareholding at the Shareholding at the %
beginning of the year end of the year change
, 0 % of 0 % of in share
S. Shareholder's No. of oof | 0 ree No. of bof | cpares holding
No. Name Shares total Pledged/ Shares total Pledged/ | guri
Shares encum- Shares encum- uring
of the beredI of the beredI the
to tota to tota ear (+-)
company | shares compPANY | chares y
1. | Governor of Himachal Pradesh | 8,626,345 39.56 - 8,697,845 39.75 - 0.19
2. | Himachal Pradesh State 1,307,731 6.00 - 1,307,731 5.98 - -0.02
Electricity Board Limited
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Himachal Pradesh Infra-
3. structure Development Bqard 11,871,507 | 54.44 ) 11,871,507 | 54.27 B} 017
(was not Promoter at the time
of incorporation of Company)
4. | Dr. Shrikant Baldi, IAS 10 0.00 - - 0.00 - 0.00
5. | Sh. Prabodh Saxena, IAS 40 0.00 - 10 0.00 - 0.00
6. | Sh. Anil Kumar Khachi, IAS 0 0.00 - 10 0.00 - 0.00
7. | Sh.Ram Subhag Singh, IAS 0 - - 30 0.00 - 0.00
Total 21,805,633 100 21,877,133| 100

iii. Change in Promoters' Shareholding:

Shareholding at the
S. beginning of the year

Cumulative Shareholding
during the year

No.

No. of Shares

% of total Shares
of the company

No. of Shares

% of total Shares
of the company

At the beginning of the year 21,805,633 100 21,877,133 100
Date wise Increase / Decrease in - - -
Promoters Sh.ar('e holding during As per
the year specifying the reasons details
for increase / decrease iven below
(e.g. allotment / transfer / bonus/ 9
sweat equity etc):
ALLOTMENT DATE NO. OF SHARES TOWHOM REASON
ISSUED
05.08.2020 22,000 The Governor Allotment to
of H. P. through existing
ACS/Pr.Secretary | Shareholders
(Power) to the
Govt. of H.P.
19.11.2020 16,500 -do- -do-
08.03.2021 33,000 -do- -do-
NO. OF Transferor's &
TRANSFER DATE SHARES Transferee's REASON
Name
10.06.2020 10 Sh. Prabodh As per Orders
Saxena, IAS of State
To Government
Sh. Anil Kumar | & subsequent
Khachi, IAS approval of BOD
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10.06.2020

10

Dr. Shrikan
Baldi, IAS
To -do-
Sh. Anil Kumar
Khachi, IAS

10.06.2020

10

Sh. Anil Kumar
Khachi, IAS

To -do-

Sh. Prabodh

Saxena, IAS

10.06.2020

10

Sh. Prabodh

Saxena, IAS

To -do-

Sh. Ram Subhag
Singh, IAS

10.06.2020

20

Sh. Prabodh

Saxena, IAS

To -do-

Sh. Ram Subhag
Singh, IAS

At the end of the year
Total Shareholdings=

At the

the year =
21,805,633

beginning of

100%

each

@ Rs.1000/-

At the 100%

end of @ Rs.1000/-
the year = each
21,877,133

V. INDEBTEDNESS

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

(In Rupees)
Secured Loans Unsecured 3 Total

excluding deposits Loans Deposits Indebtedness
Indebtedness at the beginning
of the financial year (2020-21)
i) Principal Amount 0 26608262168 0 26608262168
ii) Interest due but not paid 0 14139719454 0 14139719454
iii) Interest accrued but not due 0 604096133 0 604096133
Total (i+ii+iii) (1] 41352077755 0 41352077755
Change in Indebtedness
during the financial year
- Addition 0 329946846 0 329946846
- Reduction 0 0 0 0
- Interest 0 2434611252 0 2434611252
- Interest accrued but not due 0 (5018180) 0 (5018180)
Net Change 0 2759539918 0 2759539918
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Indebtedness at the end
of the financial year (2020-21)

i) Principal Amount 0 26938209014 26938209014
ii) Interest due but not paid 16574330706 16574330706
iii) Interest accrued but not due 0 599077953 0 599077953

o

o
o

Total (i+ii-+iii) 0 44111617673 0 44111617673

VI.REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

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

S.No. Particulars of Remuneration Designation Total Amount (in Rs.)

1. | Name of MD/WTD/Manager:
1) Sh. Devesh Kumar: (Managing Director)

Gross salary (01.04.2020 to 01.06.2020)
(a) Salary as per provisions contained in -
section 17(1) of the Income-tax Act, 1961
(b) Value of perquisites u/s 17(2) -
Income-tax Act,1961

(c) Profits in lieu of salary under section 17(3) -
Income- tax Act, 1961

2) Rakesh Kanwar, IAS: (Managing Director)
Gross salary (03.06.2020 to 02.11.2020)

(a) Salary as per provisions contained in -
section 17(1) of the Income-tax Act, 1961
(b) Value of perquisites u/s 17(2) -
Income-tax Act,1961 -
() Profits in lieu of salary under section 17(3)
Income- tax Act, 1961

3) Sh. Amit Kashyap, IAS: (Managing Director)

Gross Amount Paid as Arrear (02.11.2020 t0 31.03.2021)
during F.Y 2018-19
(a) Salary as per provisions contained in 13,48,929
section 17(1) of the Income-tax Act, 1961
(b) Value of perquisites u/s 17(2) -
Income-tax Act, 1961
(c) Profits in lieu of salary under section 17(3) -
Income- tax Act, 1961

4) Er. Dharam Singh Thakur: (Whole Time Director)
Gross salary (01.04.2020 to 31.03.2021)

(a) Salary as per provisions contained in 20,80,560
section 17(1) of the Income-tax Act, 1961
(b) Value of perquisites u/s 17(2) 2,82,000
Income-tax Act, 1961
(c) Profits in lieu of salary under section 17(3) -
Income- tax Act, 1961
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5) Er. Shashi Kant Joshi:

Gross salary

(a) Salary as per provisions contained in
section 17(1) of the Income-tax Act, 1961

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

Income-tax Act, 1961

(c) Profits in lieu of salary under section 17(3)
Income- tax Act, 1961

(Whole Time Director)
(20.05.2020 to 31.03.2021)

21,91,395

1,61,660

4) Sh. Manmohan Sharma, IAS:

Gross salary

(a) Salary as per provisions contained in
section 17(1) of the Income-tax Act, 1961

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

Income-tax Act, 1961

(c) Profits in lieu of salary under section 17(3)
Income- tax Act, 1961

(Whole Time Director)
(01.04.2020 to 31.03.2021)

21,15,647

Stock Option

Sweat Equity

Commission
- as % of profit
- others, specify...

Others, please specify

Total (A)

81,80,191

Ceiling as per the Act

. Remuneration to other directors:

S.No.

Particulars of Remuneration

Name of MD/WTD/Manager

Total Amount (in Rs.)

Independent Directors

- Fee for attending board committee meetings
- Commission

- Others, please specify

Total (1)

Other Non-Executive Directors

- Fee for attending board committee meetings
- Commission

- Others, please specify

Total (2)

Total (B)=(1+2)

Total Managerial Remuneration

Overall Ceiling as per the Act
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C. Remuneration to Key Managerial Personnel other than MD / Manager / WTD

S.No. Particulars of Remuneration Key Managerial Personnel
(Name) CEO | Company Secretary | CFO Total
1) Sh. Sudershan Kumar Sharma - -
Gross salary
(a) Salary as per provisions contained in 22,21,827 22,21,827
section 17(1) of the Income-tax Act, 1961
(b) Value of perquisites u/s 17(2) NIL
Income-tax Act,1961
(c) Profits in lieu of salary under section 17(3) )
Income- tax Act, 1961
2. | Stock Option - - -
3. | Sweat Equity - - -
4, | Commission - - -
- as % of profit
- others, specify...
5. | Others, please specify - - -
Total 22,21,827 22,21,827
VII. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES:
Section Details of Authority Appeal
. Penalty/
of the Brief . [RD made.
Type . s Punishment/
companies Description . /NCLT/ If any
Act Compounding | -0 41 | (give details)
¢ fees imposed ou 9
Penalty - - - - -
A. Punishment - - - - -
Company
Compounding - - - - -
Penalty - - - - -
B'_ Punishment - - - - -
Directors
Compounding - - - - -
C. Penalty - - - - -
Other .
Punish t - - - - -
Officers unishmen
In Default Compounding - - - - -

Sd/-

Director (Finance & Personnel)

Sd/-

Managing Director
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STANDALONE BALANCE SHEET AS AT MARCH 31,2021

(Rs. in Lacs)

Particulars Note No. AsatMar 31,2021 AsatMar31,2020 AsatApr1,2019
ASSETS
Non-Current Assets:
Property, Plant and Equipment 2.1 5,30,758 3,02,301 3,02,999
Capital Work-in-Progress 2.2 1,92,901 3,29,527 3,08,201
Investment Property 23 28 30 31
Right-of-use Assets 24 142 305
Other Intangible Assets 2.5 21 8 8
Financial Assets
Investments 2.6 - - -
Loans 2.7 148 143 149
Others 2.8 - - -
Regulatory Deferral Account Debit Balance 2.9 - - -
Other Non Current Assets 2.10 55,464 26,964 36,704
Total Non -Current Assets (A) 7,79,462 6,59,277 6,48,093
Current Assets
Inventories 2.11 843 553 74
Financial Assets =
Trade Receivables 2.12 486 102 1,757
Cash and Cash Equivalents 2.13 1,157 5,618 11,365
Bank Balance other than above 2.14 2,284 2,348 9,709
Loans 2.15 7 14 3
Others 2.16 19,113 18,213 1,349
Other Current Assets 217 16,231 14,793 6,241
Total Current Assets (B) 40,120 41,642 30,497
Total Assets (C)=(A+B) 8,19,582 7,00,918 6,78,590
EQUITY AND LIABILITIES
Equity
Equity Share Capital 2.18 2,18,771 2,18,056 1,92,756
Other Equity 2.19 (55,207) (35,134) (22,066)
Total Equity (D) 1,63,565 1,82,922 1,70,690
Liabilities

Non-Current Liabilities:
Financial Liabilities

Borrowings 2.20 1,17,109 2,55,505 1,59,795
Lease Liabilities 2.21 23 108 -
Other Financial Liabilities 2.22 12,588 1,57,698 10,993
Provisions 2.23 5,600 3,919 5,690
Deferred Tax Liabilities (Net) 2.24 - - -
Other Non Current Liabilities 2.25 1,24,152 77,073 69,543

Total Non-Current Liabilities (E) 2,59,472 4,94,303 2,46,021

Current Liabilities:
Financial Liabilities

Borrowings 2.26 14,084 10,577 =
Lease Liabilities 2.27 107 188 -
Trade Payables 2.28 - - -
Other Financial Liabilities 2.29 3,82,260 12,928 2,61,879
Provisions 2.30 95 - -

Total Current Liabilities (F) 3,96,545 23,693 2,61,879

Total Equity and Liabilities (G)=(D+E+F) 8,19,582 7,00,918 6,78,590

Significant Accounting Policies 1

The accompanying notes form an integral part of these financial statements.
Note : The figures for the year ended 31st March 2020 and 1st April 2019 as given above are restated.
For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576
Signed in terms of our Audit Report of even date For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Sd/-
Place: Shimla (CA Suresh Chand Soni), Partner, Membership No. 083106

Date: 26/11/2022
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STANDALONE STATEMENT OF PROFIT & LOSS FORTHE YEAR ENDING MARCH 31, 2021

(Rs. in Lacs)
For the year For the year For the year
Particulars ended ended ended
March 31, 2021 March 31, 2020 March 31, 2019
Income
Revenue from Operations 2.31 12,208 14,624 18,855
Other Income 2.32 490 93 108
Total Income (A) 12,698 14,717 18,963
Expenses
Employee Benefits Expense 2.33 1,744 1,034 1,565
Finance Costs 2.34 14,277 13,013 12,980
Depreciation and Amortization Expense 235 12,535 10,824 10,667
Other Expenses 2.36 2,945 2,913 4,205
Total Expenses (B) 31,501 27,784 29,417
Profit before net movement in regulatory
deferral account balance and tax (C) =(A-B) (18,804) (13,068) (10,454)
Net movement in regulatory deferral account 12
balance
Profit Before Tax (18,804) (13,068) (10,466)
Tax Expenses:-
Current Tax-
Deferred Tax
Profit(Loss) for the period (18,804) (13,068) (10,466)
Other comprehensive income
Items that will not be reclassified
subsequently to profit or loss
Remeasurement of the net defined benefit 2.37 (1,269) - -
liability/asset
Income tax on above item
Total (1,269) - -
Total Comprehensive Income for the period (20,073) (13,068) (10,466)
Earnings Per Equity Share
(excluding net movement in regulatory
deferral account balance)
Basic and Diluted () 2.38 (91.90) (63.62) (55.48)
Earnings Per Equity Share
(including net movement in regulatory
deferral account balance)
Basic and Diluted () 2.38 (91.90) (63.62) (55.48)
Weighted average equity shares used in
computing earnings per equity share
Significant Accounting Policies 1
The accompanying notes form an integral part of these financial statements.
Note: The figures for the year ended 31st March 2020 And 31st March 2019 as given above are restated
For and on behalf of the Board of Directors
Sd/- Sd/- Sd/- Sd/-

(B.L. Verma)
A.G.M. (Finance)

(Sudershan K. Sharma)
Company Secretary

(Devesh Kumar)
Managing Director
DIN No. 00329576

(Priyanka Verma)
Director (Finance)
DIN No. 09244723

Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-

Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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STANDALONE STATEMENT OF CASH FLOWS FOR THE YEAR ENDED MARCH 31, 2021

(Rs. in Lacs)

For the year ended For the year ended
March 31, 2021 March 31, 2020

CASH FLOW FROM OPERATING ACTIVITIES
Profit before tax (A) (20,073) (13,068)

Change in other equity as per restated balancesheet (B) =

Adjustment for:

Depreciation and amortization Interest on Term Deposits 12,535 10,824

Finance Cost -

Loss on disposal/write off of fixed assets 9 -
Profit on sale of fixed assets - 1
Total Adjustment (C) 12,544 10,825
Adjustment for assets and liabilities

Inventories (290) (480)
Trade receivable and unbilled revenue (384) 1,655
Loans, other financial assets and other assets (2,267) (18,066)
Other financial liabilities and other liabilities 89,540 1,974
Other Current liabilities = -
Provisions 1,776 (1,771)
Total Adjustment (D) 88,375 (16,688)
Cash generated from operating activities (E)=(A+B+C+D) 80,847 (18,931)

Less: Income tax paid = =

Net cash generated from operating activities (F) 80,847 (18,931)

CASH FLOW FROM INVESTING ACTIVITIES
Net expenditure on Property, Plant & Equipment and CWIP (1,04,224) (31,754)

Term Deposits with Banks (having maturity more than 3 months) -

Interest on term deposits/ Sweep Deposits (5) 6

Investment in Subsidiary/Associate/Joint Venture =

Other non current asset (28,500) 9,741
loss of Fixed/ CWIP assets from torrential rain & flood (1)
Net cash used in investing activities (G) (1,32,729) (22,008)

CASH FLOW FROM FINANCING ACTIVITIES

Share Capital 715 25,300
Proceeds from borrowings = 2,363
Repayment of borrowings (207)

Other Non Current Liabilites 47,079 7,530
Payment of lease liabilities (166) -

Interest and finance charges =
Net Cash used for financing activities (H) 47,421 35,193
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Net increase in cash and cash equivalents (I)=(F+G+H) (4,462) (5,746)
Cash & Cash Equivalents at the beginning of the year 5,618 11,365
Cash & Cash Equivalents at the end of the year 1,157 5,618

Restricted Cash Balance

Earmarked Balance (Unpaid Dividend) - -
Margin Money for BG/ Letter of Credit and Pledged Deposits - 2,284 2,348
Total = 2,284 2,348

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576

This is the Statement of Cash Flows referred to in our report of even date
Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-
Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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STATEMENT OF CHANGES IN EQUITY

Other Equity

Equi Reserve & [ Other Comprehensive
quity Surplus Income

(Rs. in Lacs)

Share
q Remeasurement of the
Capital Retained Net Defined Benefit
Earnings Assets/Liability
(net of Tax)

Changes in equity for the year ended on March, 2021
Opening Balance as on 1st April 2020 2,18,056 | (35,134) - (35,134) | 1,82,922
Equity Shares issued during the year 715 - - 715
Other Comprehensive Income for the period - - (1,269) (1,269) (1,269)
Profit/ Loss for the Period - | (18,804) - (18,804) | (18,804)
Dividend - - _
Dividend Tax
Opening Adjustment in Retained Earnings
Closing Balance as at March 31, 2021 2,18,771 | (53,938) (1,269) (55,207) | 1,63,565

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576

This is the Statement of Change in Equity referred to our report of even date
Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-

Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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HIMACHAL PRADESH POWER CORPORATION LTD.

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH, 2021

1. COMPANYINFORMATION 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 generationis the principal business activity of the Company.

B. SIGNIFICANT ACCOUNTING POLICIES

1.1 BASIS OF PREPARATION
These standalone financial statements are prepared on going concern basis following accrual system of
accounting and in compliance with the Indian Accounting Standards (Ind AS) notified under the Companies
(Indian Accounting Standards) Rules, 2015 and subsequentamendments thereto, the Companies Act, 2013 (to the
extent notified and applicable) and the provisions of the Electricity Act, 2003, to the extent applicable.

Use of estimates and management Judgements:

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 currentand future years.

1.2 BASISOF MEASUREMENT
These financial statements have been prepared on accrual basis and under the historical cost convention except
following which have been measured at fair value:
financial assets and liabilities except certain Investments and borrowings carried at amortised cost,
assets held for sale — measured at fair value less cost of disposal,
- defined benefit plans —plan assets measured at fair value,
- RightofUse Assets — measured atfair value.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Normally at initial recognition, the transaction price is the
best evidence of fair value. However, when the Company determines that transaction price does not represent the
fair value, it uses inter-alia valuation techniques that are appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the use of relevant observable inputs and minimising the use
of unobservableinputs.

1.3 FUNCTIONALAND PRESENTATION CURRENCY
These financial statements are presented in Indian Rupees (INR), which is the Company's functional currency. All
financial information presented in INR has been rounded to the nearest Lacs (upto two decimals), except as stated
otherwise.

1.4 CURRENTAND NON-CURRENT CLASSIFICATION
The Company presents assets and liabilities in the balance sheet based on current/non-current classification. An
assetiscurrentwhenitis:
Expectedtoberealized 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.

Aliability is current when:
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Itis expectedto be settledin 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.

1.5 PROPERTY,PLANTAND EQUIPMENT (PPE)

a)  The Company has opted to utilize the option under para D7AA of Appendix D to Ind AS 101 which permits to
continue to use the Indian GAAP carryingamount as a deemed costunder Ind AS at the date of transition to Ind AS.
Therefore, the carrying amount of property, plant and equipment according to the Indian GAAP as at April 1,2015
i.e.Group's date of transition to Ind AS, were maintainedin transition to Ind AS.

b)  Anitem of PPEisrecognized as an asset ifitis probable that future economic benefits associated with the item will
flow to the Company andthe cost of the item can be measured reliably.

c)  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.

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

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

f)  Assetcreated onland notbelonging to the company, where the company is having control over the use and access
of such assetareincluded under Property, Plantand Equipment.

g) 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 from its 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.

h)  Subsequent expenditure is recognized as an increase 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
measured reliably.

i) 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 profitandloss.

1.6 CAPITALWORK-IN-PROGRESS

a)  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.

b)  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, overwhich 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
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1.7
a)

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 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 Sundarnagar design office is allocated to different accounting units on
systematic basis.

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 orsupply of goods or services or foradministrative purpose; or

ii). Saleintheordinary course of business.

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

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

ii). The costoftheinvestmentproperty 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, if any.

Investment properties are derecognised either when they have been disposed off or when they are permanently
with drawn 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 profitand loss in the
period of de-recognition.

Transfers to orfrom investment 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). Itisprobablethatthe expected future economic benefit that are attributable to the asset will flow to the entity;
and

ii). The costoftheassetcan 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.
Subsequent expenditure on already capitalized Intangible assets is capitalised when it increases the future
economic benefitsembodied in an existing assetand isamortised prospectively.

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

Anitem 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 assetis derecognised.

Expenditure on development activities is capitalised only if the expenditure can be measured reliably, the product
or process is technically and commercially feasible, future economic benefits are probable and the company
intends to & has sufficient resources to complete developmentand to use or sell the asset.

Expenditure incurred which are eligible for capitalisation under intangible assets are carried as intangible assets
underdevelopmenttill they are ready for theirintended use.
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1.9 REGULATORY DEFERRALACCOUNTS

a)  Expenses/income recognized in the Statement of Profit & Loss to the extent recoverable from or payable to the
beneficiariesin subsequent periods as per HPERC Tariff Regulations are recognized as 'Regulatory deferral account
balances'as perind AS-114.

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

1.10 IMPAIRMENT OF NON-FINANCIAL ASSETS

a)  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 assetis considered impaired and is written down toits recoverable amount. The resulting impairment
lossis recognisedinthe Statement of Profit and Loss.

b)  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 fairvalue less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation modelis used.

c¢)  Impairmentlosses recognized in earlier period are assessed at each reporting date for any indication that loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in 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.

1.11 INVENTORIES

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

b)  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.

c¢)  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.

d)  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.

1.12 FOREIGN CURRENCYTRANSACTIONS

a) Functional and Presentation Currency:

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

presentation currency.

b) Transactionsand Balances:

i) Transactionsinforeign 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 at the date of transaction.

ii) Exchange differences arising on translation or settlement of monetary items are recognised in the statement of
profitandlossintheyearinwhichitarises

1.13 FINANCIALINSTRUMENTS - INITIAL RECOGNITION, 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.

A) Financial Assets
A financial asset includes inter-alia any asset that is cash, equity instrument of another entity or contractual
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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, claims
recoverable etc.

Measurement:
The company measures the trade receivables at their transaction price if the trade receivables do not contain a
significantfinancing component. A receivable s classified as a 'trade receivable'if itisin respect to the amount due
from customers on account of goods sold or services rendered in the ordinary course of business.
De-recognition:
Financial assetis derecognised when all the cash flows associated with the financial asset has been realised or such
rights have expired.

B) FinancialLiabilities:
Financial liabilities of the Company are contractual obligation to deliver cash or another financial asset to 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 payables etc.

Measurement:

a) 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 cost in the carrying amount of an asset, when the liabilities are derecognised as well as
through the EIRamortisation process.

b) Amortised cost is calculated by taking into account any discount tor premium on acquisition and fees or costs
that are an integral 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 INVESTMENTINJOINTVENTURES AND ASSOCIATES

a)  Ajointventureis atype of jointarrangement whereby the parties that have joint control of the arrangement have
rights 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.

b)  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
over those policies.

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

1.15 LEASES
The Company has adopted Ind AS 116-Leases effective 1st April, 2019, using the modified retrospective method.
The Company has applied the standard to its leases with the cumulative impact recognised on the date of initial
application (1st April, 2019).
Lease is a contract that conveys the right to control the use of identified asset for a period of time in exchange for
consideration.
To assess whether a contract conveys the right to control the use of an identified asset, the company assesses
whether: (i) the contract involves use of an identified assets, (ii) the customer has substantially all the economic
benefits from the use of the asset through the period of the lease and (iii) the customer has the right to direct the
use of theasset.

i) Asalessee
At the date of commencement of lease, the company recognizes a right-of-use asset (ROU) and a corresponding
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lease liability for all lease arrangements in which it is a lessee, except for lease with a term of twelve months or less
(i.e. short term leases) and leases for which the underlying asset is of low value. For these short-term and leases for
which underlying asset is of low value, the company recognizes the lease payments on the straight-line basis over
theterm of thelease.

Certain lease arrangements include the options to extend or terminate the lease before the end of the lease term.
ROU assets and lease liability includes these options whenitis reasonably certain that they will be exercised.

The right-to-use assets are initially recognized at cost, which comprises the amount of initial measurement of the
lease liability adjusted for any lease payments made at or before the inception date of lease along with the initial
direct costs, restoration obligations and lease incentives received.

Subsequently, the right-to-use assets is measured at cost less any accumulated depreciation, accumulated
impairment losses, if any and adjusted for any remeasurement of lease liability. The Company applies Ind AS 36 to
determine whether a ROU asset is impaired and accounts for any identified impairment loss as described in
accounting policy 1.8 on“Impairment of non-financial assets”.

The lease liability is initially measured at present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Company's incremental borrowing rate. Generally, the Company uses its incremental borrowing
rateas thediscountrate.

The interest cost on lease liability is expensed in the Statement of Profit and Loss, unless eligible for capitalization
as peraccounting policy 1.16 on“Borrowing Cost”.

Lease liability and ROU assets have been separately presented in the financial statements and lease payments
have been classified as financing cash flows.

ii) Asalessor
Leases for which the Company is a lessor is classified as a finance or operating lease. Whenever the terms of the
lease transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a finance
lease. All otherleases are classified as operating leases.

Operatinglease:

Leases in which 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.

1.16 GOVERNMENT GRANTS

a)  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 grantincome
accrued based on usage of the assets is accounted as Government grant received in advance. Changes in
estimates are recognised prospectively over the remaining life of the assets.

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

1.17 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/erection or 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 theirintended uses are complete. All other borrowing costs are expensedin the
period in which they occur.

Income earned on temporary investment made out of the borrowings pending utilization for expenditure on the
qualifying assetsis deducted from the borrowing costs eligible for capitalization.
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1.18
a)

b)

f)

1.20

a)

b)

)

1.21

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.

If the 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 therisks and uncertainties surrounding the obligation.

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 the
amount of the receivable can be measuredreliably.

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 arereviewed ateach balance sheet date and are adjusted to reflect the current management estimate.
Contingentassetis 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. Contingent assets 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 OTHERINCOME

Company's revenues arise from sale of energy and other income. Other income comprises interest from banks,
employees, contractors etc., surcharge received from beneficiaries for delayed payments, sale of scrap, other
miscellaneous income, etc. Revenue from sale of energy is accounted for at rates as per the PPA & Agreement
signed between HPPC Ltd.and HPSEB Ltd./Tata PowerTrading Company Ltd. (TPTCL).

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.

Post-employment benefits plan:

Employee benefits obligations are measured on the basis of actuarial assumptions which include mortality and
withdrawal rates as well as assumptions concerning future developments in discount rates, the rate of salary
increases and the inflation rate. The Company considers that the assumptions used to measure its obligations are
appropriate and documented. However, any changes in these assumptions may have an impact on the resulting
calculations.

Short-term Benefits

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

Terminal Benefits

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

DEPRECIATION AND AMORTIZATION

Depreciation on Property, Plant & Equipment of Operating Units of the Company is charged to the Statement of
Profit & Loss on straight-line method following the rates and methodology as notified by HPERC for the fixation of
tariffinaccordance with Schedule-Il of the Companies Act 2013, except for the assets specified below:
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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 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) AssetscostingRs.5000/-orless are depreciated fully in the year of procurement.

e) Expenditure on softwareisrecognised as "Intangible Asset" and amortised fully over three years on SLM or over
aperiod 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) Depreciationis 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.

ii)  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

iii)  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 unamortised
balance of such assets is depreciated prospectively over the residual life.

iv)  Depreciation on increase/decrease in the value of existing assets on account of settlement of disputes is charged
retrospectively.

v)  Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during
construction”under capital workin progress.

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

(vii) Leaseholdlandisamortized pro-rata through depreciation over the period of lease or 40 years, whicheveris lower.

viii) Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during
construction”under capital workin progress.

ix)  Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to the
date, whentheassetis availablefor use/disposal.

(x)  Leaseholdlandisamortized pro-rata through depreciation over the period of lease or 40 years, whicheveris lower.

xi)  Tangible Assets created on leasehold 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, whichever is higher.

xii)  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, 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
carryingamount of such item are depreciated over the residual useful life of the related plantand machinery at the
rates and methodology notified by the HPERC.

xv) Temporary erections are depreciated fully (100%) in the year of acquisition /capitalization.

xvi) Expenditure on software recognized as 'Intangible Asset' and is amortized fully on straight line method over a
period of legal right to use or three years, whichever is less. Other intangible assets with a finite useful life are
amortized on a systematic basis over its useful life. The amortisation period and the amortisation method of
intangible assets with afinite useful life is reviewed at each financial year end.

xvii) Right-of-use land and buildings relating to generation of electricity business governed by CERC Tariff Regulations
are fully amortized over lease period or life of the related plant whichever is lower following the rates and
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XViii)

1.22

a)

b)

1.23

1.25

1.26

ii)

iiii)

methodology notified by the CERCTariff Regulations.

Right-of-use land and buildings relating to generation of electricity business which are not governed by CERC
tariff Regulations are fully amortized over lease period or life of the related plant whichever is lower. Other Right of
use assets are depreciated from the commencement date on a straight-line basis over the shorter of the lease term
and useful life of the underlying asset.

INCOMETAXES

Income tax expense comprises current tax and deferred tax.

CurrentTaxis 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 or in
other comprehensiveincome.

CurrentIncome Tax
Current tax is expected tax payable on taxable profit for the year, using tax rates enacted or substantively enacted
atthebalance sheet date and any adjustments to tax payablein 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
taxassets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and
they relate to income 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 taxis recognised in the statement of profit and loss except to the extent that it relates to items recognised
directlyin other comprehensive income or equity, in which caseitis recognised in other comprehensiveincome 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 arereducedtothe extent thatitis nolonger 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
Company by the weighted average number of equity shares outstanding during the financial year.

STATEMENT OF CASHFLOWS

Cash and cash equivalents includes 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 toknown amounts of cash and which are subject to aninsignificant risk of changesin value.

Statement of cash flows is 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".

MATERIALPRIORPERIOD 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.

SEGMENT REPORTING
Segments have been identified taking into account nature of product and differential risk and returns of the
segment.These business segments are reviewed by the Management.

Electricity generation is the principal business activity of the company. Other operations viz., Consultancy works
etc.donotformareportable segmentas perthend AS-108-'Operating Segments'.

The company is having asingle geographical segmentas all its Power Stations are located within the Country.
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2 NOTES TO ACCOUNTS

The amountsin financial statements are presented in Indian Rupees in nearest lacs . The previous year figures have
also beenreclassified /regrouped/ rearranged whenever necessary to confirmto this year's classification.

(Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Property Plant and Equipment 2.1.1 5,30,758 3,02,301
2.2 Capital Work In progress 2.2.1 1,92,901 3,29,527
2.3 Investment Property 2.3.1 28 30
24 Right-of-use Assets 24.1 142 305
25 Other Intangible Assets 25.1 21 8
TOTAL 7,23,850 6,32,170
NON - CURRENT ASSETS
FINANCIAL ASSETS
2.6 INVESTMENTS (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Investment in Equity Instruments

Non Trade - Unquoted (at Cost)

(a) Subsidiary Companies

(b) Joint Venture Companies 338 338
3375000 (P. 3375000) Equity Shares of Rs. 10/- - -
in Himachal Emta Power Ltd

Less Provision for doubtful investments (338) (338)

Total Investment in Equity Instruments - -

Other Investment - =

Total Other Investment - -

Total Investments = =

2.7 LOANS

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Security Deposits

- Secured Considered Good - 1
- Unsecured Considered Good 148 142
- Doubtful = -
Total (A) 148 143

Loans to other employess

- Secured Considered Good - -

- Unsecured Considered Good - -
- Doubtful - -
Total (B) - -
Total (C) =(A+B) 148 143
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2.8 OTHERS (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Other Deposits - -
Bank Deposit with more than 12 months maturity - -
TOTAL - -
2.9 REGULATORYDEFERRALACCOUNTS-DEBITBALANCE (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Regulatory Deferral Accounts- Debit Balance - -
TOTAL - -

2.10 NON-CURRENTASSETS
OTHERNON CURRENT ASSETS (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Capital Advances:

Advances to Suppliers and Contractors

Covered by Bank Guarantee - -

Unsecured Considered Good 5,718 7,678
Others 381 414
Loans and Advances to Related Parties - -
Unsecured Considered Good 61 61
Less: Provision for Doubtful Advances (61) (61)

Advances to Govt Departments - -

Advances to Others - -

Others- Secured Considered Good 29 28
Others- Unsecured Considered Good 229 465
Total Advances (A) 6,357 8,585
Others

Recoverable from Contractors
Others- Secured Considered Good

Others- Unseured Considered Good - -

Recoverable from staff 1,545 1,547
Deposits with Income Tax Authorities - -
Other Recoverable 7,557 8,874
Less: Provision for Doubtful Recoverable 147 166
Capital Stores at Cost (12,969) (63)
Other Items - -
Grant Receivables- Non Current 1 2
Prepaid Expenses 52,821 7,852
Deferred Empoyee Benefits Expense 5 -
Total - Others (B) 49,107 18,379

Total Other Non- Current Assets (C)=(A+B) 55,464 26,964
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CURRENT ASSETS
2.11 INVENTORIES (Rs. in Lacs)
T
March 31, 2021 March 31, 2020
Inventories 34 39
Loose Tools 74 -
Stores and Spares 735 514
Less: Provision for Shortage of store and Obsolescence = =
TOTAL 843 553
2.12 TRADE RECEIVABLES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Secured considered good

Unsecured considered good

Sale of Power 462 78
Others(HPTCL) 24 24

TOTAL 486 102
2.13 CASHAND CASHEQUIVALENTS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Term Deposits (having original maturity of upto 3 months) - -

Cash and Bank Balances - -
Cash in Hand - 1
Stamps in Hand - -

Balances with Banks - -

Current Deposits 1,156 5,618
Term Deposits with maturity period up o 3 months - -
TOTAL 1,157 5,618
2.14 BANKBALANCE-OTHERTHAN ABOVE (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Earmarked Balance (Unpaid Dividend)

Margin Money for Pledged Deposits - -

Other Term Deposits having maturity period for more than 3 months - -
Margin Money for BG/ Letter of Credit 2,284 2,348
TOTAL 2,284 2,348
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2.15 LOANS (Rs. in Lacs)
e DRI
March 31, 2021 March 31, 2020
Security Deposit - -
Secured Considered Good = =
Unsecured Considered Good 2 9
Doubtful - -
Recoverable from Staff 5 2

Advances to Employees - -

Secured considered good = =

Unsecured Considered Good 1 2
Doubtful - -

TOTAL 7 14
2.16 OTHERASSETS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Interest Accrued but not due on Deposits with Banks 159 494
Interest Recoverable 185 204
Amount Receivable from Others 100 107

Amount Recoverable from Contractor & Suppliers = =
Others- Secured Considered Good = =

Others- Unsecured Considered Good 18,670 17,409
TOTAL 19,113 18,213
2.17 OTHERCURRENTASSETS (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Advances Others

Secured Considered Good = =
Unsecured Considered Good - 485
Advances to Suppliers & Contractors = =

Secured Considered Good - -
Unsecured Considered Good 2,606 996
Advances to Govt Department - -

Secured Considered Good - -

Unsecured Considered Good 471 238
Others = =
Prepaid Expenses 187 119
Amount Recoverable from tax authorities 10 35
Deposit with Courts 12,956 12,921
Other Recoverable 0 0

TOTAL 16,231 14,793
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2.18 EQUITYSHARE CAPITAL (Rs.in Lacs)

as at March 31, 2021 as at March 31, 2020

No. of Shares Share Capital No. of Shares Share Capital

AUTHORISED

Equity Shares of par Value of Rs 1,000/- each 2,50,00,000 2,50,000 2,50,00,000 2,50,000

ISSUED, SUBSCRIBED AND FULLY PAID UP

Equity Shares of par Value of Rs 1,000/- each fully paid up 2,18,77,133 2,18,771 2,18,05,633 2,18,056
TOTAL 2,18,771 2,18,056

2.18.1 DETAILOF SHAREHOLDING HOLDING MORETHAN 5% SHARES INTHE COMPANY

as at March 31, 2021 as at March 31, 2020

Government of Himachal Pradesh (GoHP) 86,97,845.00 39.76 86,26,345.00 39.56
Himachal Pradesh Infrastructure Development Board 1,18,71,507.00 54.26 1,18,71,507.00 SAAK]
Himachal Pradesh Electricity Board Limited 13,07,731.00 5.98 13,07,731.00 6.00
TOTAL 2,18,77,083.00 100.00 2,18,05,583.00 100.00
2.18.2THERECONCILIATION OF SHARES OUTSTANDING IS SET OUT BELOW: (Rs. in Lacs)
as at March 31, 2021 as at March 31, 2020
No. of shares at the beginning 2,18,05,633 2,18,056 1,92,75,633 1,92,756
No. of shares issued during the year 71,500 715 25,30,000 25,300
No. of shares bought Back during the year - - - -
No. of shares at the end 2,18,77,133 2,18,771 2,18,05,633 2,18,056
2.19 OTHEREQUITY (Rs.in Lacs)

Amount as at Amount as at Amount as at
March 31, 2021 March 31, 2020 March 31, 2019

A. Capital Redemption Reserve *

Opening Balance - - _
Add: = - _
Closing Balance = - _

B. Capital Reserve - - _

Opening Balance - - -
Add: Trfd. During the Year - - B
Less: Utilized during the year - = B

Closing Balance - = -

Retained Earnings - = -

Opening Balance (35,134) (22,066) (11601)
Add: Profit for the Year as per Statement of Profit and Loss (18,804) (13,068) (10,466)
Add: Other comprehensive income during the year (1,269) -
Less: Utilisation for Buyback of shares and related expenses - -
Closing Balance (55,207) (35,134) (22,067)
Total Other Equity(A+ B+C) (55,207) (35,134) (22,067)
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2.20 BORROWINGS (Rs. in Lacs)
L
March 31, 2021 March 31, 2020

Term Loans
From Banks:
A.Secured
UCO Bank 1,807 2,014

Total (A) 1,807 2,014

B. Unsecured:

Government of Himachal Pradesh Loan for Shongtong HEP 7,227 9,634
(Rate of Interest 3.83% p.a. payable in half yearly instalments
from July 2018 to January 2028)

Government of Himachal Pradesh Loan for Shongtong HEP 4,959 4,959
(Rate of Interest 0.75% p.a. payable in half yearly instalments
from July 2023 to January 2053)

Government of Himachal Pradesh Loan

Government of Himachal Pradesh Loan (Trench 1) 15,407 73,676
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to January 2023)

Government of Himachal Pradesh Loan (Trench 2) 11,088 26,902
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to January 2025)

Government of Himachal Pradesh Loan (Trench 3) 52,633 1,04,051
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to Jauaryn 2026)

Government of Himachal Pradesh Loan (Trench 4) 23,988 34,269
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to January 2027)

Government of Himachal Pradesh Loan (SEC.TRM.LOAN HP Govt)
Total (B) 1,15,302 2,53,491
Total Term Loans from Banks (A+B) 1,17,109 2,55,505

2.271 LEASELIABILITIES (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Lease Liabilites -Non Current 23 108
Total 23 108

2.22 OTHERFINANCIALLIABILITIES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Deposits, Retention Money from Contractors and Others 7,618 6,096
Liabiities For Contractors & Suppliers 686 55
Provision for Expenses 4,283 4,109
Deferred Repayment of Interest of GOHP Loan = 1,47,438

Total 12,588 1,57,698
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2.23 PROVISIONS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Unfunded Employee benefit

Pension Contribution 1,121 958
Gratuity 1,333 682
Leave Encashment 3,146 2,279
TOTAL 5,600 3,919
2.24 DEFERRED TAXLIABILITIES (NET) (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Deferred Tax Liabilities = =

TOTAL - -

2.25 OTHERNON-CURRENT LIABILITIES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Capital Grant government of India
(A) Utilised Grant

Renuka

Opening Balance 76,201 68,680
Addition during the year 46,956 7,521
Less: Accumulated Depreciation on Fixed Assets 220 199
Less: Accumulated Depreciation on Fixed Assets write-off during the year 0 =
Closing Balance 1,22,937 76,002
Gyspa

Opening Balance 1,104 1,066
Addition during the year 147 37
Less: Accumulated Depreciation on Fixed Assets 36 33
Closing Balance 1,214 1,071
Total Utilised Grants 1,24,152 77,073

2.26 BORROWINGS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Secured
-From KCCBL 11,345 10,577
HPSCBL CCL Working 2,739 -

TOTAL 14,084 10,577
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2.27 LEASELIABILITIES (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Lease Liabilities -Current 107 188
TOTAL 107 188
2.28 TRADEPAYABLES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Trade Payables S =
TOTAL c S

2.29 OTHERFINANCIALLIABILITIES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Liabilities for employees Remuneration and Benefit 133 167
Share Application Money pending Allotment 5,506 -
Interest Accrued and Due on Loan 1,71,734 -
Government of Himachal Pradesh Loan 1,38,189 -
Salary & Other Exps. Payable to Employees 0 0
Advance for deposit Work 0 1,404
Deposits, Retention Money from Contractors and Others 2,134 2,279
Liabilities for Government Departments 56,675 1,889
Liabilities For Contractors & Suppliers 1,741 2,300
Provision for Expenses 6,014 4,712
Taxes and Duties Payable 133 177
Other Liabilities 0 -

TOTAL 3,82,260 12,928

2.30 PROVISIONS

(Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Unfunded Employee benefit

Gratuity 47.11 -
Leave Encashment 47.85 -
TOTAL 95 -

2.31 REVENUEFROM OPERATIONS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Sales
Energy Sales 12,166 14,577
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Less: Purchase of Power (RTM)

(3)

Total Energy Sale(A) 12,163 14,577
Sale of Services

Rent from Property 45 48
Total Sale of Services (B) 45 48
Total Revenue from Operations(C )=(A+B) 12,208 14,624

2.32 OTHERINCOME

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Miscellaneous Income 490 93
TOTAL 490 93

#Miscellaneous Income

Income for providing Design works/Lab Receipt 1 3

Interest from Banks 5 10

Late Payment Surcharge - -

Rebate NRLDC Fee Chg 0

Interest on Bank Deposit - FDR's 11

Others 472 80
TOTAL 490 93

2.33 EMPLOYEEBENEFITS EXPENSES

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Salaries, Wages, Allowances and Benefits 1,432 939
Contribution to Provident and Other Funds 76 48
Leave Salary and Pension Contribution 127 (101)
Welfare Expenses 110 148

TOTAL 1,744 1,034

2.34 FINANCECOSTS

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Bank Charges/LC Charges 0.08 0.05
Interest on Term Loans 14,274 13,002
Others 3 12

TOTAL 14,277 13,013

2.35 DEPRECIATION AND AMORTIZATION EXPENSE 5. Lacs

Amount as at Amount as at
March 31, 2021 March 31, 2020

Depreciation for the Year 12,535 10,824
Depreciation charged to Statement of Profit & Loss 12,535 10,824
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2.36 OTHEREXPENSES
OFFICEAND ADMINISTRATIVE EXPENDITURE (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Repair and Maintenance

Buildings 73 49
Roads 41 31
Plant & Machinery 1,113 560
Office Equipments & Furnitures 1 1
Civil Works 194 108
Vehicles 1 1

1,423 749
Rent, rates and Taxes 33 17
Insurance - Other Assets 117 20
Electricity & Water Charges 40 31
Travelling & Conveyance 3 2
Training Expenses 20 0
Legal and Professional Charges 95 186
Communication Expenses 13 9
Printing & Stationery 6 7
Statutory Audit Fees 8 9
Consultancy fees 1 0
Publicity and Advertisement Expenses 3 3
Expenses in relation to sale of power 816 1,619
Free Power 47 27
Hiring of Vehicles 117 112
Vehicle Running Charges and Insurance Charges 2 2
Annual Technical Support- SAP 1 2
Fees and subscription 5 7
Expenses on Transit Camps 0 0
Books & Periodicals 1 1
Hospitality and Entertainment Expense 1 1
Freight and Labour Charges 0 0
Postage and Telegram Expenses 0 0
Raising Day Expense 0 9
Rebate to Customers 38 0
Meeting Expenses 0 0
Environment & Ecology Expenses 43 10
Office Expenses 42 57
Prior Period Expenses - (66)
Interest & penalties under I.Tax 1 =
Loss on Sale of Fixed Assets 9 1
Miscellaneous Expenses 61 28
Training Expense O&M - 70

Total 2,945 2,913
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2.37 OTHERCOMPREHENSIVEINCOME (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

A. Items that will not be reclassified to profit & loss

(i) Remeasurement of the defined benefit plans 1,269 -
TOTAL 1,269 o

2.38 EARNINGPERSHAREBASICAND DILUTED (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2021

Net Profit after Tax (20,073) (13,068)
Weighted Average Number of Shares 2,18,41,383 2,05,40,633
Face Value of Share 1,000 1,000
EPS (91.90) (63.62)
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NoteNo.2.2.1
CAPITAL WORK-IN-PROGRESS

Amount

As at

Addition

during

31.03.2020 | FY 2020-21

Deletion
during

FY 2020-21

Net Adj.
during

FY 2020-21

N
FOWER CORPORATION LTD.

(Rs.in Lacs)

Amount
As at

31.03.2021

Residential Buildings 2.2.1.1 12 0 0
Non Residential Buildings 2.2.1.1 152 26 0 26 179
Roads, Bridges & Culverts 2.2.1.1 402 63 0 63 465
Civil Works 2.2.1.1 1,23,805 59,441 1,16,446 (57,005) 66,800
Electro-Mechanical Works 2.2.1.1 50,970 4,867 25,409 (20,542) 30,428
Construction Power 2.2.1.1 44 10 54 (44) 0
Plant & Machinery 2.2.1.1 8 0 0 - 8
Land Submerged Area 2.2.1.1 0 0 0 - 0
Investigation & Survey 2211 0 0 0 - 0
Environment and R&R Expenses 2.2.1.1 0 4 4 - 0
AUC Office Item 2.2.1.1 0 0 0 - 0
G.Total 1,75,393 64,411 1,41,925 (77,514) 97,879
Expenditure During Construction 222 1,54,173 16,444 (75,596) (59,152) 95,021
IND AS adjustment (40) - - = -
Total Carried forward to Balance Sheet 3,29,527 80,856 2,17,521 (1,36,665) 1,92,901
Note No. 2.2.1.1

CAPITAL WORK IN PROGRESS (PROJECT WISE) (Rs.in Lacs)

Residential Non
Buildings

Residential
Buildings
asat

asat
31.03.2021

31.03.2021 | 31.03.2021

Sundernagar - -

Bridges &
Culverts

(7]
Works
asat
31.03.2021

Electro-
Mechanical
Works
asat
31.03.2021

Roads,

asat

Construct
Power
asat

31.03.2021 | 31.03.2021

ion

Land

Machinery | Submerged

Area
asat
31.03.2021

Investigation| Environment

Expenses
asat

G.Total

31.03.2021 | 31.03.2021 | 31.03.2021

Sawra Kuddu HEP - -

Kashang HEP Stage-I - -

Sainj HEP =

515

Renuka Dam Project - -

8

Shongtong HEP - -

30,428

82,164

Triveni HEP - -

Thana Plaun HEP - -

Nakthan HEP = =

Gyspa HEP - -

Surgani Sundla HEP - -

Deothal Chanju = =

Chanju-lll ] )

Berra-Dol
Solar Power Project

Kashang HEP
Stage-ll

157 15,036 =

15,193

G.Total - 179

465 66,800 30,428

97,879
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NoteNo.2.2.2 EXPENDITURE DURING CONSTRUCTION

(Rs. in Lacs)

Addition Deletion Net Adj. Amount
During During During As at
31.03.2020 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2021

EXPENSES (A):
Employees' Benefits Expenses 2.2.2.1 53,225 4,703 (4,398) 305 53,530
Finance/Interest Cost 2222 66,985 6,025 (45,385) (39,361) 27,624
Depreciation Expenses 2223 3,177 102 (1,831) (1,729) 1,448
Office and Administrative Expenses 2224 43,099 6,134 (24,670) (18,536) 24,563
TOTAL (A) 1,66,486 16,964 (76,284) (59,321) 1,07,165
Less: Miscellaneous Income 2.2.25 (12,312) (520) 688.99 169 (12,143)
Less: Renukaji & Gyspa Project Depreciation - - - - -
adjusted against Capital Reserve
NET EXPENDITURE (B) (Carried forward to CWIP) 1,54,173 16,444 (75,596) (59,152) 95,021

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

(Rs.in Lacs)

“ Amount Addition Deletion Net Amount
As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2020
Salaries, Wages, Allowances and Benefits 48,218 4,462 (3,692) 770 47,449
Contribution to Provident and Other Funds 908 52 (81) (29) 937
Leave Salary and Pension Contribution 3,069 125 (493) (368) 3,436
Travelling Exp. 403 7 (16) 9) 412
Medical Exp. 517 30 (38) (8) 526
Welfare Expenses 415 27 (78) (51) 465

TOTAL 53,530 4,703 (4,398) 305 53,225

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

(Rs. in Lacs)

Amount Addition Deletion Net Amount
As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2020
Interest on Term Loans 27,566 6,024 (45,385) (39,362) 66,927
Bank Charges/LC Charges 39 1 = 1 39
Others-FBT/Service Tax Interest 19 - - - 19
TOTAL 27,624 6,025 (45,385) (39,361) 66,985

Note No. 2.2.2.3 DEPRECIATION EXPENSES

(Rs. in Lacs)

Amount Addition Deletion Net Amount

As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2020

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

Depreciation for the year (Transferred to Expenditure During Construction) 1448 102 (1,831) (1,729) 3,177
TOTAL 1448 102 (1,831) (1,729) 3,177
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 Net Amount
As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 31.03.20
Repairs and Maintenance Vehicle 110 9 (8) 1 109
Repairs and Maintenance Office Furniture & Equipment's 82 5 (2) 3 79
Repairs and Maintenance Plant and Machinery 113 2 = 2 110
Repairs and Maintenance Buildings 582 22 (66) (44) 632
Repairs and Maintenance Others 48 - = = 48
Office & Administration Expenses 41 1 - 1 40
Hospitality and Entertainment Expenses 154 7 (6) 1 152
Meeting Expenses 65 3 4 M 67
Misc. Expenses 140 0 = = 139
Communication Expenses 695 51 (28) 23 673
Rent, Rates and Taxes 2,054 260 (2) 258 1,796
Consultancy Fees 683 46 (334) (288) 972
Annual Technical Support-SAP/ AMC 2,495 436 (5) 431 2,063
Vehicle Running Charges & Insurance Charges 288 23 (5) 18 270
Hired Vehicle Expenses 1,927 183 (298) (115) 2,043
Training & Seminar 287 0 = = 287
Fees & Subscription 30 - = = 30
Electricity & Water Expenses 430 32 (66) (34) 463
Printing & Stationery 272 17 (22) (5) 278
Books, Periodicals & Newspapers 70 5 (5) - 70
Freight & Labour Charges 40 2 - 2 38
Insurance 42 5 ) (2) 44
Raising Day Expense 33 - (M (1) B4
Legal & Professional Charges 394 22 (176) (154) 548
Postage & Telegram Expenses 28 1 () (1) 29
Publicity & Advertisement Expenditure 266 5 (4) 1 264
Expenditure on Transit Camps/Guest House 44 2 (1) 1 43
Business Promotion Expenses 165 - - - 57
Power/ Water Park 43 - - - 10
Foreign Exchange Variation Cost 55 - (1) (1) 6,090
Land Acquisition Expenses 10 0 - - 5,849
LADA 3,920 742 (2,912) (2,170) 5,462
Relief and Rehabilitation Costs 5,426 267 (690) (423) 461
Environmental and Ecology exp. 5,032 5 (435) (430) 7,415
Expenditure on Enabling Assets 51 - (410) (410) 49
CAT Plan 6,684 - (731) (731) 9,581
Study and Research 37 - (12) (12) 200
Survey & Investigation 9,016 261 (825) (564) 1,310
Construction Power HPSEBL 1-8-1 240 39 . 39 8

Environment Management Plan 1,041 3 (272) (269) 3
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Fuel expenses Data Centre 9 1 = 1 250
Gift & Presentation A/c (Pending Allocation) 3 - - - -43
Honorarium & Stipend 225 - (24) (24) 3,668
Incidental expenses-Power Water & parks (43) - - - 2,409
Outsource Manpower Expenses (Pending Allocation) 3,612 580 (636) (56) 0
Retain earning Adjustment unto FY 2014 2,848 439 - 439 29
Safety Related Expenses - - - - 69
Hydraulic and numerical Model 32 3 - 3 9
Winter Heating Exp. (Pending Allocation) 73 4 - 4 22
Wages (Daily paid staff) (PROJECT) 5 = (4) (4) 90
Remuneration to Auditors 22 3 (2) 1 12
Consumables Stores 94 7 (4) 3 -3,053
Transmission Lines 12 = = = -43
Common Cost (HO & SNR) (11,047) 2,634 (10,627) (7,993) 12
Fisheries Management (43) - - - 7
Preliminary Expenses 12 - - - -1
Pre-construction & Construction stage Expenses 7 - - - -8,153
Incidental exp after COD(proportio)Stage-12017-18 ) - - - 47
Incidental exp Before COD Stage-1 (8,153) - - - -253
Expenditure related to previous year (47) - - - 0
AUC-Amount Settlement (253) - - - 0
AUC incidental investment clearing account (6,041) - (6,041) (6,041) 0
Financial Charges on lease 7 7 - 7 0

TOTAL 24,562 6,134 (24,670) (18,536) 43,098

NoteNo.2.2.2.5 MISCELLANEOUSINCOMETRANSFERRED TO EXPENDITURE DURING CONSTRUCTION

(Rs. in Lacs)

Amount Addition Deletion Net Amount

As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.20

Interest from Banks Deposits/FDR's (2,122) - 3 3 (2,125)

Income from Providing design work/Lab Receipts - - - - -

Interest from Employees - = - . -

House Rent Collection from employees/Other recovery - - - - -

Infirm Sale or Power (17) - - - 17)

Interest on Tax Refunds - = - - _

Income from Sale of Tender Forms (1) = - - (1)

Income from Contractors - = - - _

Income from Transit Camp/Guest House - - - - -

Gain on sale of Assets (1) = - - (1)
Miscellaneous Receipts (10,002) (520) 686 166 (10,168)
TOTAL (12,143) (520) 689 169 (12,312)
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Note2.3.1 INVESTMENTPROPERTY
Asat31-3-21 (Rs. in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK

As at A::::;n Deductions/ As at As at A::::;n Deductions/ As at As at As at
01.04.2020 the year Adjustments | 31.03.2021 | 01.04.2020 the year Adjustments | 31.03.2021 31.03.2021 31.03.2020
Building-Investment 47 = = 47 17 1 = 18 28 30

Total 47 = - 47 17 1 = 18 28 30

Asat31-3-20 (Rs. in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK

As at A::::;n Deductions/ As at As at A;:?::;n Deductions/ As at As at As at
01.04.2019 the year Adjustments | 31.03.2020 | 01.04.2019 the year Adjustments| 31.03.2020 | 31.03.2020 31.03.2019
Building-Investment 47 = = 47 16 1 = 17 30 31

Total 47 o - 47 16 1 = 17 30 31

Note2.4.1 RIGHT-OF-USEASSETS

AS at 31 '3'21 (RS. in Lacs)
Carrying Addition Depreciation Carrying
amount as on during for the amount as on
01.04.2020 the year year 31.03.2021
ROU -Building 273 31 193 111
ROU-Land 32 - - 31
TOTAL 305 31 193 142
Asat31-3-20 (Rs. in Lacs)
Carrying Addition Depreciation Carrying
amount as on during for the amount as on
01.04.2019 the year year 31.03.2020
ROU -Building 453 - 180 273
ROU-Land 32 - - 32
TOTAL 485 - 180 305
Sub NoteNo2.5.1 OTHERINTANGIBLE ASSETS (Rs.in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK

As at A:::It:;n Deductions/ As at As at A::::;n Deductions/ As at As at As at
01.04.2020 the year Adjustments | 31.03.2021 | 01.04.2020 the year Adjustments | 31.03.2021 31.03.2021 31.03.2020
Software 55 14 - 69 47 1 - 48 21 8

Total 55 14 = 69 47 1 = 48 21 8
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2.40 DISCLOSURE ON FINANCIALINSTRUMENTS AND RISK MANAGEMENT
i) FairValue Measurement
a) Financial Instruments by Category (Rs. in Lacs)

As at March 31, 2021 As at March 31, 2020
Amortised Cost Amortised Cost

Financial Assets

Non Current Financial Assets

(i) Investments 2.6 - -
(ii) Loans 2.7 148 143
(iii) Others 2.8 - -

Bank Deposits with more than 12 Months Maturity

Current Financial Assets

(i) Trade Receivables 2.12 486 102
(i) Cash and Cash Equivalents 2.13 1,157 5,618
(i) Bank Balance other than above 2.14 2,284 2,348
(iv) Loans 2.15 7 14
(v) Other Assets

Interest Accrued 2.16 159 494
Other Recoverable 2.16 18,954 17,719
Total Financial Assets 23,195 26,438

Financial Liabilities

(i) Long Term Borrowings

a) Term Loans Financial Institutions 2.20 1,807 2,014
b) Term Loans from Others 2.20&2.22 1,15,302 4,00,929
(i) Deposits / retention non current 2.22 12,588 10,260

Current Financial Liabilities
(iii) Other Financial Liabilities

a) Current Maturity of Term Loans Financial Institutions 2.29 1,38,189 -
b) Current Maturity of Term Loans other 2.29 - -
¢) Deposit/Retention Money 2.29 2,134 2,279
d) Liability against Capital Works 2.29 1,741 2,300
e) Other Payables 2.26&2.29 2,54,280 8,349
Total Financial Liabilities 5,26,041 4,26,131

Note :- The Company does not classify any financial Assets/ Financial Liabilities at fair value through profit and Loss
and other comprehensive Income

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
company hasto classifyits 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
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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 nofinancial instruments 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 instrumentis included in level
3.

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

“m As at March 31, 2021 As at March 31, 2020

Lot [ toverz | tovers | Covert | teverz | oves

Financial Assets at FVTOCI

(i) Investments

- In equity Instrument quoted - - - - - -

- In government Securities - - = o - -

- 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)

mm As at March 31, 2021 As at March 31, 2020

Lot [ Loz | overs | Loveit | toverz [ Govers |

Financial Assets
() Loans to employees & Others | 2.7 & 2.15 155 157
(i) Other - - - - - -

Bank deposits with more than
12 months maturity

Total Assets - 155 - - 157 -
Financial Liabilities

() Long term Borrowings (incl.

current Maturity & Interest) 2208229 2,88,843 2,55,505

(i) Deposit / Retention Money

(Including Current) 2.21&2.29 14,722 12,539

Total Liabilities - 3,03,565 - - 2,68,044 -

Total = = = =

Valuation techniquesand 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 instruments includes:

- Use of Quoted market price or dealer quotes for similarinstruments.

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

As at March 31, 2021 As at March 31, 2020

Financial Assets
(I) Loans to employees & Others | 2.7 & 2.15 155 155 157 157
(i) Other - - - -

Bank deposits with more than
12 months maturity

Total Assets 155 155 157 157

Financial Liabilities

() Long term Borrowings (incl.

current Maturity & Interest) 2.20&2.29 2,88,843 2,88,843 2,55,505 2,55,505
(i) Deposit / Retention Money

(Including Current) 221&2.29 14,722 14,722 12,539 12,539
Total Liabilities 3,03,565 3,03,565 2,68,044 2,68,044

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

Financialriskfactors:

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:

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 company is exposed to credit risk from its operating activities (primarily trade receivables)
and fromits financing activities including deposits with banks and financial institutions.

Ey | EeerRa

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 c_:redlt
flow forecasts lines and borrowing facilities
. . Sensitivit
Market Risk-Interest rate Long term borrowings at Fixed rates ensitivity Ir]terest ISR g o)
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, 2021 and 31st March, 2018. 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
on the remaining 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.(refer note 2.20, 2.22,2.26 & 2.29)

(Rs. in Lacs)

As at 31st March, 2021
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
HARCISEIERIEES 31.03.2021 than 3 Years | than 5 Years
1. Borrowings (including interest 2.20,2.22, 255298.25 139996.10  33736.02 36988.51 44577.62
accrued but not due) 2.26 &2.29
2. Other financial liabilities 222&2.29 27074232 269701.88 1040.44 - -
(Rs. in Lacs)
As at 31st March, 2020
- Outstanding| Within More than | More than 3| More than
Contractual maturities of
fi ial liabiliti Debt on oneYear |1year&less| year&less 5 Years
SRR 31.03.2020 than 3 Years | than 5 Years
1. Borrowings (including interest 2.21,2.22 413520 232258 72711 58638 49912
accrued but not due) &2.26
2. Other financial liabilities 222 &2.26 23188 19505 3683 - -

(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 exposeit to a variety of financial risks, including the effects of changesininterest 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 changesin market interest rates and the same has been shown at carrying value. (Rs.in Lacs)

As At As At
31" March 2021 31° March 2020

Fixed Rate Borrowings 1,15,302 2,53,491
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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
exchangeand are 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 expressedin (in lacs) are as follows :

m As At 31st March 2021 As At 31st March 2020

Financial Assets

Net Exposure to foreign currency risk (asset) 7.92 0.84 0 7.92 0.84 0
Financial Liabilities

Retention Money 0 1.32 0 0 3.93 0
Other Payables 0 0 0 0 0 0
Net Exposure to foreign currency risk (Liabilities) 7.92 -2.16 0 7.92 -3.09 0

The 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 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 and loss, in
theyearinwhichitarises.

(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
duringtheyearended 31st March, 2021.

The Company monitors capital using gearing ratio, which is net debt divided by total of Capital and Net Debt. The
gearing ratios are as follows: (Rs.in Lacs)

As At As At
31 March 2021 31" March 2020

a) Loans and Borrowings 1,31,193.09 2,66,082.00
b) Trade and Other Payables 5,24,694.35 2,51,618.00
b) Less: Cash and Cash Equivalents 1,157.00 5,618.00
) Net Debt 6,54,730.00 5,12,082.00
d) Total Capital 1,63,564.72 1,83,034.00
e) Capital and Net Debt 8,18,294.72 6,95,116.00
f) Gearing Ratio (%age) 80.00 73.67

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.
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(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 2016-17and total cumulative loss as on 31.03.2021 is Rs.
55206.61Lakhs, thus no dividend has been declared by the company.

Other Explanatory Notes to Accounts:
2.41 CONTINGENTLIABILITIES
(a) Claimsagainstthe Companynotacknowledged as debtsinrespect of: (Rs.in Lacs)

As At As At
31" March 2021 31" March 2020

Capital Works 80166.75 62680.45
Land Compensation 168618.40 18579.44
Others 5489.65 787.98

TOTAL 254274.80 82047.87

(i) Capitalworks:

Contractors have lodged claims as on 31.30.2021, aggregating to Approx. Rs. 80166.75 Lacs, 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
claims onaccountof 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.168618.40 Lacs as on 31.03.2021, before various authorities/courts. Company has shown the same as contingent
liability as the matteris subjudice.

(iii) Others:
Claims on account of other matters as on 31.03.2021, amounting to Rs. 5489.65 Lacs, mainly on account of claims for EPF,
Data Centre & building etc.

The aboveis summarized belowasat31.03.2021: (Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
as on 31.03.2021 Against Liability Liability Contigent Liability
— the Claims | ason 31.03.2021 | ason 31.03.2020 | for the period
Capital Works 80,166.75 0 80,166.75 62,680.45 17,486.30
Land Compensation 1,68,618.40 0 1,68,618.40 18,579.44 1,50,038.96
Others 5,489.65 0 5,489.65 787.98 4,701.67

Theaboveissummarizedasat31.03.2020 below

(Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
as on 31.03.2020 Against Liability Liability Contigent Liability
e the Claims | as on 31.03.2020 | ason 31.03.2019 | for the period
Capital Works 62,680.45 0 62,680.45 89,119.64 -26,439.19
Land Compensation 18,579.44 0 18,579.44 49,589.33 -31,009.89
Others 787.98 0 787.98 400.26 387.72
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(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 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.

2.42 DETAILOFCONTINGENTASSETS (Rs. in Lacs)
As At As At
31" March 2021 31* March 2020
Civil Work 59306.60 40736.90

2.43 ESTIMATED AMOUNT OF COMMITMENTS NOT PROVIDED FORIS AS UNDER:

As At As At
31" March 2021 31" March 2020

(In Lacs)

Estimated amount of contracts remaining 74896.71 90185.95
to be executed on capital account and Euro 8.30 11.27
not provided for USs 3218 8218
2.44 THEEFFECT OF FOREIGN EXCHANGE FLUCTUATION DURINGTHEYEARIS ASUNDER: (Rs. in Lacs)
m«
Amount Charged to Statement of Profit and Loss -39.30 (Net) 46.34 (Net)
Account excluding depreciation
(il Amount Charged to Expenditure attributable to Nil Nil
construction
Amount adjusted by addition to the carrying amount . .
(iii) ) Nil Nil
of fixed Assets

2.45 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
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) Definedbenefitplans:

() 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. The liability of the same is recognised on the basis of actuarial valuation. However the employees
of the HPSEBL who are on secondment basis with the company the gratuity contribution is payable to the HPSEBL as per
theformula devised by them.

Based on the actuarial valuation obtained in this respect, the following table sets out the status of the gratuity plan and
theamountsrecognizedinthe Company's financial statements as at balance sheet date:
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a. Present value of obligation 137,986,302
b. Fair value of plan assets =
c. Net assets / (liability) recognized in balance sheet as provision (137,986,302)
Plan Liability:-

The actuarial value of gratuity liability calculated on the above assumptions works out as under.

Present value of obligation as at the end of the period = 137,986,302
e | s |
a. Current Service Cost 13,421,186

b. Past Service Cost including curtailment Gains/Losses -

c. Gains or Losses on Non routine settlements -

d. Total Service Cost 13,421,186
Csevecon ] ian
a. Present value of obligation as at thebeginning of the period 68,182,720

b. Acquisition adjustment -

c. Interest Cost -
d. Service Cost 13,421,186
e. Past Service Cost including curtailment Gains/Losses -
f. Benefits Paid -
g. Total Actuarial (Gain)/Loss on Obligation 56,382,396
h. Present value of obligation as at the End of the period 137,986,302

Bifurcation of Actuarial Gain/Loss on Obligation m

a. Actuarial (Gain)/Loss on arising from Change in Demographic Assumption =

b. Actuarial (Gain)/Loss on arising from Change in Financial Assumption =

c. Actuarial (Gain)/Loss on arising from Experience Adjustment 56,382,396

Significance of actuarial gain/loss - Recurring significant amount of actuarial gain/loss arising from experience as
percentage of PBO in a year indicates that valuation assumptions need reconsideration unless it is caused by some
exceptional eventduring theinter-valuation period.

Balance Sheet and related analysis m

a. Present Value of the obligation at end 137,986,302
b. Fair value of plan assets =
¢. Unfunded Liability/provision in Balance Sheet (137,986,302)
The amounts recognized in the income statement m
a. Total Service Cost 13,421,186

b. Net Interest Cost -
c. Expense recognized in the Income Statement 13,421,186
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Other Comprehensive Income (OCI) m

a. Net cumulative unrecognized actuarial gain/(loss) opening =
b. Actuarial gain / (loss) for the year on PBO (56,382,396)

c. Actuarial gain /(loss) for the year on Asset =

d. Unrecognized actuarial gain/(loss) at the end of the year (56,382,396)
Bifurcation of PBO at the end of year in current and non current m

a. Current liability (Amount due within one year) 4,710,990

b. Non-Current liability (Amount due over one year) 133,275,312
Total PBO at the end of year 137,986,302
Expected contribution for the next Annual reporting period m

a. Service Cost 14,179,125

b. Net Interest Cost 9,383,069

c. Expected Expense for the next annual reporting period 23,562,194

Sensitivity Analysis of the defined benefit obligation m

a. Impact of the change in discount rate

Present Value of Obligation at the end of the period 137,986,302

a. Impact due to increase of 0.50% (8,094,904)

b. Impact due to decrease of 0.50% 8,833,237
b. Impact of the change in salary increase

Present Value of Obligation at the end of the period 137,986,302

a. Impact due to increase of 0.50% 4,387,884

b. Impact due to decrease of 0.50% (4,584,052)

Sensitivities due to mortality & withdrawals are not material & hence impact of change due to these not calculated.

Sensitivities as rate of increase of pensions in payment, rate of increase of pensions before retirement & life expectancy
arenotapplicable.

(iii) Leaveencashment:

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. The
liability of the same is recognised on the basis of actuarial valuation. However the employees of the HPSEBL who are on
secondment basis with the company, the leave salary contribution is payable to the HPSEBL as per the formula devised
by them.

Based on the actuarial valuation obtained in this respect, the following table sets out the status of the Leave encashment
plan and the amounts recognized inthe Company's financial statements as at balance sheet date:

a. Present value of obligation 158,817,866
b. Fair value of plan assets =
c. Net assets / (liability) recognized in balance sheet as provision (158,817,866)
Plan Liability

Theactuarial value of earned leave liability calculated on the above assumptions works out as under




§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2020-2021

POWER CORPORATION LTD.

Coweening T | o

Present value of obligation as at the end of the period = 158,817,866
N N T
a. Current Service Cost 15,308,664

b. Past Service Cost including curtailment Gains/Losses =

c. Gains or Losses on Non routine settlements -

d. Total Service Cost 15,308,664
Csevecon ] inan
a. Present value of obligation as at thebeginning of the period 73,400,288

b. Acquisition adjustment -

. Interest Cost =

d. Service Cost 15,308,664
e. Past Service Cost including curtailment Gains/Losses -
f. Benefits Paid (409,101)
g. Total Actuarial (Gain)/Loss on Obligation 70,518,015
h. Present value of obligation as at the End of the period 158,817,866

Actuarial Gain/Loss on Obligation m

a. Actuarial (Gain)/Loss on arising from Change in Demographic Assumption =

b. Actuarial (Gain)/Loss on arising from Change in Financial Assumption =

¢. Actuarial (Gain)/Loss on arising from Experience Adjustment 70,518,015

Significance of actuarial gain/loss - Recurring significant amount of actuarial gain/loss arising from experience as
percentage of PBO in a year indicates that valuation assumptions need reconsideration unless it is caused by some
exceptional event during the inter-valuation period.

Balance Sheet and related analysis m

a. Present Value of the obligation at end 158,817,866
b. Fair value of plan assets =
¢. Unfunded Liability/provision in Balance Sheet (158,817,866)
The amounts recognized in the income statement m
a. Total Service Cost 15,308,664
b. Net Interest Cost =
¢. Net actuarial (gain) / loss recognized in the period 70,518,015
d. Expense recognized in the Income Statement 85,826,679
Bifurcation of PBO at the end of year in current and non current m
a. Current liability (Amount due within one year) 4,785,248
b. Non-Current liability (Amount due over one year) 154,032,618
Total PBO at the end of year 158,817,866
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Expected contribution for the next Annual reporting period

a. Service Cost 16,110,090
b. Net Interest Cost 10,799,615
c. Expected Expense for the next annual reporting period 26,909,705

Sensitivity Analysis of the defined benefit obligation

a. Impact of the change in discount rate

Present Value of Obligation at the end of the period 158,817,866

a. Impact due to increase of 0.50% (10,161,562)

b. Impact due to decrease of 0.50% 11,110,315
b. Impact of the change in salary increase

Present Value of Obligation at the end of the period 158,817,866

a. Impact due to increase of 0.50% 10,928,502

b. Impact due to decrease of 0.50% (10,098,385)

Sensitivities due to mortality & withdrawals are not material & hence impact of changed due to these not calculated.
Sensitivities as rate of increase of pensions in payment, rate of increase of pensions before retirement & life expectancy
arenotapplicable.

2.46 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
formareportable segmentas perthelnd AS 108 on 'Segment Reporting..

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

d) Information about majorcustomers: )
(Rs. in Lacs)

R P e Revenue from Customers
evenue from Customers
Name of Customer as percentage of revenue

1. HPSEB Limited 356.04 360.42 2.93% 2.52%
2. M/s TPTCL 11351.44 8875.29 93.33% 64.60%
3. M/s PTC 455.24 4236.945 3.74% 32.88%

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

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

Name Designation

Sh. Devesh Kumar, IAS Managing Director (w.e.f. 02.07. 2019 to 01.06.2020 and 25.06.2021 till date)
Sh. Amit Kashyap, IAS Managing Director (w.e.f. 02.11.2020 to 24.06.2021)

Sh. Rakesh Kanwar, IAS Managing Director (w.e.f. 03.06.2020 to 02.11.2020)

Mes. Priyanka Verma, IAS Director (Personnel & Finance) (w.e.f. 28.06.2021 to till date)

Er. Surender Kumar Director (Civil) (w.e.f. 22.07.2021 till date)
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Sh. Manmohan Sharma, HAS Director (Personnel & Finance) (w.e.f. 10.06.2019 to 24.06.2021)
Er. Shashi Kant Joshi Director(Electrical) (w.e.f. 20.05.2020 to till date)

Director (Civil) (w.ef. 11.06.2021 to 21.07.2021)
Sh. Sudarshan Sharma Company Secretary

(ii) JointVentures:

Principal B Percentage of Shareholding/ voting Power
Name of Entit Place rincipa
. of operation Activities BS L PS L
P 31st March 2021 31st March 2020
Himachal EMTA Power Kolkata Thermal Power 50% 50%
Limited Generation

(iii) Transactionswiththerelated partiesareasfollows: (R, In Lacs)

Investment in Share Capital

Share Application Money - -

Amount Recoverable = =

2.48 REMUNERATIONTODIRECTORS &KEY MANAGERIAL PERSONNEL (Rs.in Lacs)
| Pamalas | Yemrendedon2020:21 | Vearended on2019-20
i) Short Term Employee Benefits 104.02 64.48
i) Post Employment Benefits Nil Nil
iii) Other Long Term Benefits Nil Nil
iv) Termination Benefits Nil Nil

TOTAL 104.02 64.48

Whole Time Directors are allowed to the use of staff cars including private journeys on payment in accordance with
company rules. Remuneration shown above includes value of perquisite on account of leased accommodation.

2.49 INTERESTINOTHERENTITIES

(i) Interestinjointventures:

The company's interest in joint ventures as at 31st March, 2021 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 ownership interestis 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
of Business Interest 2020 2020

Himachal 50 Joint Equity **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 in the F.Y.2017-18.
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« 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.

Summarised balance sheetas at 31 March 2021 using the Equity Method:

Himachal EMTA Power Limited (Rs. in Lacs)
31" March 2021 31" March 2020 31" March 2019

Current Assets

Cash and Cash Equivalents 15.57 14.72 1.34

Other Assets 0.66 1.00 1.07

Total Current Assets 16.23 15.72 241

Total Non Current Assets 230.14 230.99 252.43

Current Liabilities

Financial Liabilities 0.51 0.51 0.51

Current Liabilities 2.02 2.02 2.02

Total Current Liabilities 2.53 2.53 2.53

Non Current Liabilities

Financial Liabilities 121.00 121.00 121.00

Other Liabilities 40.87 35.76 29.9

Total Non Current Liabilities 161.87 156.76 150.9

Net Assets 81.97 87.42 101.41

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

As At As At As At
31" March 2021 31* March 2020 31" March 2019

Revenue 0.00 0.00 0.00
Interest Income 0.59 0.68 0.83
Other Expenses 0.92 1.33 1.66
Depreciation and Amortisation 0.00 0.00 0.00
Profit Before Tax -0.33 -0.66 -0.83
Tax Expense 0.00 0.00 2.53
Total Comprehensive Income for the Year -0.33 -0.66 -3.36

2.50 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.

2.51 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
2020, 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 paymentsto be made to the contractors and the amount to be recovered from them.
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2.52 OTHERDISCLOSURES AS PERSCHEDULE-IIIOF THE COMPANIES ACT, 2013 AREAS UNDER: (Rs. in Lacs)
-“

A 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

ii) Spare Parts Nil Nil

D | Value of Component, Stores and Spare Parts Consumed Nil Nil

i) Imported Nil Nil

ii) | Indigenous Nil Nil

2.53 QUANTITATIVEDETAILS IN RESPECT OF ENERGY GENERATED & SOLD

Hydro Power:
m“
Licensed Capacity 281TMW 170MW

2) | Installed Capacity 281TMW 170MW

3) | Actual Generation (million Units) 463.32MUs 543.40MUs
2.54 PAYMENTTOAUDITORS INCLUDES: (Rs. in Lacs)
| paticwls | Yearendedon2020.21 | Vearendedon2019-20 |
As Auditors
Statutory Auditors (includes revision of fee from the F.Y. 2015-16) 0.00 5.62
Tax Audit 0.00 1.00
Other services (Certification fee) 0.00 0.00
Reimbursement of Expenses 1.17 1.32
Reimbursement of Service Tax/GST 0.00 1.28

TOTAL 1.17

2,55 DISCLOSURERELATEDTO 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.

2.56 INFORMATION IN RESPECT OF MICRO AND SMALL ENTERPRISES AS AT 31ST MARCH 2018 AS REQUIRED BY
MICRO, SMALL AND MEDIUM ENTERPRISES DEVELOPMENT ACT, 2006: (Re.in Lacs)

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
under the MSMED Act

Nil Nil
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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.

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

2.58 STATUSOFPENDINGINCOMETAX CASES AS ONDATE
l. From F.Y.2007-08 till F.Y.2014-15, the cases are pending before Hon'ble High Court of H.P, for full Tax exemption
u/s 260A of IncomeTax Act, 1961.

Il. Forthe FY 2015-16,an amount of Rs. 11,05,28,339/- has been deposited as Advance tax (including TDS & TCS) and
Rs.29,25,700/-as statutory deposit @20% against total demand raised by the AO Shimla circle for Rs. 1,46,28,230/-
and the corporation have preferred tofile an 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).

M. Forthe FY 2016-17,anamountofRs.6,55,52,279/- (Rs. 6,06,67,400+ Rs. 48,84,879) has been deposited as Advance
tax (including TDS & TCS). The assessment proceeding is completed and a partial refund of Rs. 4,61,89,669/- is
received along with interest of Rs.79,14,291/-.The appealis pending before CIT (Appeal) for full Income Tax relief.

IV. For the FY 2017-18, an amount of Rs. 7,62,66,645/- (Rs. 6,46,89,324+ Rs. 1,15,77,321) has been deposited as
Advance tax (including TDS and TCS) with Income Tax authorities. The assessment proceeding is completed and a
Refund of Rs. 7,62,66,645/- is received along with interest. An appeal is pending with CIT Appeal against the
penaltyimposed u/s271 (1) (c).

V. FortheFY2018-19,anamountofRs. 1,71,74,779/-,(Rs.62,96,381+Rs. 1,08,74,148) has been deposited as Advance
tax, TDS & TCS. Assessment proceedings by AO has been completed and a Refunds of Rs. 1,79,47,641/- along with
interest of Rs. 7,72,862/- is been issued in favour of HPPCL. An appeal is filed with CIT (Appeal) against the
Assessment orders passed by the A.O. vide which the carry forward expenses are not considered for the
Assessment of Income of the Corporation and appeal is yet to be decided by the CIT Appeal.

VI.  FortheFY2019-20and FY 2020-21, the Assessment proceedings are yet to be completed by the Assessing Officer.

2.59 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 projects are under process and the exact amount of cost involved is not yet known.

2.60 Apportionment of 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
upto31st August 2016 sinceincorporation of the company in the following proportions:-
- 15% of the total expenditure to Renukaji project.
- Rest is apportioned to the remaining projects on the basis of ratio of the capital expenditure incurred on
various projectsupto31st August2016.

PostCOD

(i) Expenditure:

The Company has apportioned the expenditure of corporate office and Sundarnagar ( Design Wing) from 01

September 2016 to 31st March 2021 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.

87
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- 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 Sundarnagar from 01 September

2016to31st March 2021 in the following proportions:-

- 15%of the totalincome to Renuka ji project.

- 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.

The AFD during Dec, 2015 has agreed to provide Euro 80 million for construction of Chanju-lll & Deothal Chanju
HEP. Credit Facility agreement between Gol and AFD was signed on 04.07.2017 and Project Agreement among
HPPCL, GoHP and AFD signed on 02.02.2018.

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. Now the Power Finance Corporation has agreed to fund Rs. 2207.63 Crores for balance
works of Shongtong HEP including IDC (Interest during construction) against state Government Guarantee only.
The same has been approved by the Board of Directors of the Corporation vide its 74th Meeting, held on 8th
March 2021. AFD (a French Development Agency) has agreed for financing the Chanju-lll and Deothal Chanju
HEPs and Credit Facility Agreement (CFA) amounting to Rs. 80 Million EURO, has been signed between Govt. of
India and AFD on 04.07.2017. Further the Project Agreement and On Lending Agreement between HPPCL, GoHP
and AFD were signed on 02.02.2018 and 11.07.2018 respectively.

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.

COMMISSIONING OF ANEW PROJECT:
Sawra Kuddu HEP of the Corporation has been commissioned with effect from its Commercial Operation Date
(COD)i.e.00:00Hrson21.01.2021and ason 14.03.2021.

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-imburse the same; hence provision for doubtful debt has
not been 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 SIVN earlier by Department of Energy. The Company has communicated to the DoE, GoHP vide
letterdated 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 SJIVN, 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 carry out 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 expenditure incurred by SIVNL. After receiving the above response from HPPCL, SJVNL has not raised any
fresh demand of re-imbursement from HPPCL.
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2.67 GRANTRECEIVABLE
T1) In case of Renuka Ji HEP, the total funds received from Govt. of India is Rs. 902.53 Crores. However an amount of
Rs. 1229.37Crores has been spent till 31.03.2021 on the project. The excess amount spent of Rs. 326.84 Crore, has
been shown as grant receivable from Govt. of India.

In case of Gyspa HEP, Company has shown Rs 7.14 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 work for conducting the
investigation preparation of DPR was allotted and the same was started by the consultant. 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 High Power Steering committee meeting was held on 06.12.2021 under the Chairmanship of Secretary
DoWR, Gol wherein it was desired that state should work on Gyspa Dam Project as it is a project of National
Importance. Terms of Reference (ToR) earlier issued by MoEF&CC had expired hence a fresh application for grant
of ToRin favour of Gyspa Dam Project was uploaded on MoEF&CC portal on dated 24.11.2020.

The proposal was taken up before the Expert Appraisal Committee (EAC) River Valley Projects, MOEF&CC on dated
25.03.2021 wherein proposal was deferred on following lines-

“Since the project has been presented as a National Project and also comes under the ambit of Indus Water Treaty (IWT),
the conceptual plan shall be submitted to CWC for prime-facie acceptance of the location of the dam and other
components of the project. The consent of CWCto be submitted to the EAC for further consideration.”

Accordingly, HPPCL submitted Pre-Feasibility Report (PFR) of Gyspa Dam Project to CWC vide letter dated
27.04.2021 for prime-facia acceptance of the dam location. CWC vide letter dated 06.08.2021 desired additional
geological datato examine the suitability of Dam Axis.

HPPCL vide letter dated 16.08.2021 submitted that the detailed geological investigation desired by CWC shall be
carried out after approval of ToR from MoEF&CC and hence requested to convey the prima-facie acceptance of
location of the dam so that case for approval of ToR can be processed. CWC vide letter dated 03.09.2021 reiterated
that it is essential to examine the layout of spillway and proposed sediment management measures to examine
the suitability of Dam location.

To solve the above issue a meeting was held under the chairmanship of Member (WP&P), CWC on 04.01.2022
wherein it was informed that BoD of HPPCL has decided that the matter for construction of Gyspa Dam shall be
taken up with GoHP/Directorate of Energy (DoE) to allot this project to some other CPSU and HPPCL has
communicated the same to DoE. However, CWC desired that till the time project is allotted to some other
organization, HPPCL may work on the project and reply to observations may be submitted for approval at the
earliest.

2.68 The Company isin 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 Company, but not in use; no final decision and sale deed has been executed by both the parties
sofar.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.
MandiH.P, foraperiod of 4 years. Deed has been executed. As the cost of this portion of land transferred to HPPCL
isnotyetdetermined, hence the same has notbeen accounted for.
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2.69

2.70

2.71

2.72

2.73

2.74

2.75

2.76

LOCALAREADEVELOPMENT FUND

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

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

Amount recoverable from contractors includes a sum of T 129.26 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. 405.67 crores
againstthe contractor. Provision foramount doubtful for recovery has been made for the amount of Rs. 129 Crores
in the Books of Accounts as on 31.03.2021, keeping in view the bleak realization of such recoverable amount.The
matteris pending with NCLT.

STATUSOFTHENAKTHAN HEP

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 Detailed Project Report (DPR) of Nakthan HEP
(460 MW) in Distt. Kullu is in advanced stages of appraisal in Central Electricity Authority (CEA)/ Central Water
Commission (CWC). Clearances/approval for 10 aspects/chapters of DPR has been obtained from CWC/CEA out of
total 11 aspects/chaptersunder Level-l stage. Project was taken up forappraisal by EAC earlierin2015and 2016.In
the 91st meeting of EAC held in February 2016 Environment clearance was withheld due to pending court case
with M/s Sai Engineering in Hon'ble High Court of HP. An Intervention Petition has been filed in Hon'ble High
Courtof HP, so that HPPCL may be allowed to join in the present arbitration case either as co-petitioner to implead
in the case. Forest Clearance case is being pursued; however, the same has been pending for past some time.
Forest right claims have been filed by both Nakthan and Tosh ward and matter regarding FRA certificates is
pending for final decision by Deputy Commissioner. Efforts are going on Government level for amicable out of
court settlement.

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. Now w.e.f. September 2021 onwards, the arrangement to sell the power in Energy Exchange
throughTata PowerTrading Corporation has been made.

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).

Further the power generated by Sawra Kuddu HEP is also being sold in Energy Exchange through Tata Power
Trading Corporation, with effect from its Commercial Operation Date (COD)i.e. 00:00 Hrson 21.01.2021.

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

An amount of Rs. 5 Crores was received as seed money against Kishau Corporation Ltd., from Govt. of HP, as
promoters share during the F.Y 2017-18.The entire amount has now been disbursed to Kishau Corporation Ltd.till
thefinalization of annual accountsfortheF.Y.2020-21.

As per the request submitted to GoHP, to further defer the repayment of loan and interest due, the GoHP, has now
deferred the repayment of loan andinterest payments till F.Y. 2020-21.

Renukaji Dam, a Project of“National Importance”has been conceived as a storage project on Giri River in Sirmaur
district of Himachal Pradesh. Live Storage will be 0.498 billion cubic meters (BCM). 23 cumecs of drinking water
will be supplied to Delhi and 200 Million Units of electricity will be generated in 90% dependable year, which will
be utilized by Himachal Pradesh. Project envisages construction of a 148m high rock fill dam and a surface power
house with installed capacity of 40MW on right bank of the river. Interstate Agreement amongst Govt. of Indiaand
the beneficiary states of Upper Yamuna Basin was signed on 11.01.2019. In February 2019 updated cost at
October 2018 price level has been finalized at Rs 6946.99 crore. This cost was earlier approved as Rs 4596.76 crore
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at March 2015 price level. Cost apportionment has been finalized with cost of water and power component as
Rs6647.46 crore and Rs.299.53crore respectively.

For Water component Gol will bear an expenditure of Rs. 5982.72 Crore and Rs. 664.74 Crore shall be borne by the
beneficiary states including Himachal Pradesh. Govt. of NCT of Delhi has agreed to fund 90 % cost of the power
component also, in MOWR meeting dated 12.09.2018 held in New Delhi. Technical Advisory Committee (TAC) of
MoJS accepted this proposal in its meeting held on 09-12-2019. Investment Clearance has been accorded by
MoJS in the meeting dated 07-08-2020. Expenditure Finance Committee has approved the project on 6th August
2021.

Cabinet Committee of Economic Affairs (CCEA) has granted its approval for the funding of the Project under
Pradhan Mantri Kisan Sinchayi Yojana- Accelerated Irrigation Benefit Program (PMKSY-AIBP) on 15-12-
2021.Hon'ble Prime Minister of India has laid the Foundation Stone of the Project on 27-12-2021.

2.77 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.

2.78 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
contract amount by EURO 59016.79 due to inclusion of withholding Tax 3) Continuation of consultancy services
of Accompanying the investigations on the Barrage Right bank Slop of Shontong Karchham HEP with no variation
in contract amount 4) Basic concept for protection of barrage against sliding right bank slop with no variation in
contractamount.

2.79 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 ¥ 2.59 crores. At present the case is pending in the Hon'ble Supreme Court of
India.

2.80 As perHydro Generation Tariff Regulation 20, on Depreciation (given in the Appendix of Depreciation Schedule),
of HPERC Notification No. HPERC/Gen/479 dated 1st 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 depreciated
@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.

2.81 Tofinance the working capital requirements, Corporation is availing the cash credit limit of Rs. 200.00 Crore, from
KCC Bank Ltd, which was sanctioned by the Bank on 21st November, 2019. As on 31st December 2021 total limit
exhausted/utilized by the corporation stood at Rs. 79.20 Crores. This Corporation has also raised a Cash Credit
Limit of Rs.200.00 Crore from H.P. State Co-operative Bank Ltd. on 05th March 2021. As on 31st December 2021
total limitexhausted/utilized by the corporation stood at Rs.0.21Crore.

2.82 SURRENDEROFUNVIABLE/IDLEPROJECTS ALLOTTEDTOHPPCL:
Corporation has submitted a proposal to the GoHP to surrender the under mentioned Unviable/Idle Projects
allotted toHPPCL i.e. Chirgaon-Majhgaon HEP (52 MW), Dhamwari Sunda HEP (70 MW), Lujai HEP (45 MW), Chiroti
Saichu HEP (26MW), Saichu HEP (58 MW) and Saichu Sach Khas HEP (117 MW). Approval of GoHP is awaited.

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576

Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-
Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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Soni Gulati & Co.

Chartered Accountants

INDEPENDENT AUDITOR'S REPORT
To
The Members of HHIMACHAL PRADESH POWER CORPORATION Limited
Reportonthe Standalone Ind AS Financial Statements
Qualified Opinion
We have audited the accompanying Stand alone Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Holding Company") and its subsidiary , which comprise the Stand alone Balance Sheet as
at 31st March, 2021, 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 the significant accounting policies
and other explanatory information (hereinafter referred to as "the Stand alone Ind AS financial statements").

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 section of our report the aforesaid Stand alone Ind AS financial
statements give the information required by the Actin 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, 2021, and its profit/loss (financial performance including other comprehensive
income), its cash flows and the changesin equity for the year ended on that date.

Basis for Qualified Opinion

We conducted our audit of the Stand alone financial statements in accordance with the Standards on Auditing specified
under section 143(10) of the Act (SAs). Our responsibilities under those Standards are further described in the Auditor's
Responsibilities for the Audit of the Stand alone Financial Statements section of our report. We are independent of the
Company in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India (ICAI) together
with the independence requirements that are relevant to our audit of the Stand alone financial statements under the
provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the ICAI's Code of Ethics. We believe that the audit evidence we have obtained
is sufficientand appropriate to provide a basis for our qualified audit opinion on the Stand alone financial statements.

A Preparation of the Financial Statements

() Previous auditors reported that supplementary information submitted by the units does tally with the approved
financial statements submitted to us for audit. The Current and Non current classification details submitted by the units
does tally with current and non current assets and liabilities depicted in the Financial statements ,however the same
could not be verified by us for want of information. But no such supplementary information was submitted to us. The
financial statements are prepared on excel sheets & not taken from SAP as the SAP software acquired is deficient in this
respect. The details of vouchers in SAP were asked for but submission of such information was delayed /given late and
incomplete. Last year we were made different (altered) financial statements on different dates (thrice) after we discussed
our observation these were changed ,although these were claimed and certified as Board approved&on the top of it
changes were not explained. As SAP was updated, we could not verify the same. This year management wants to change
the various notes to rectify their shortcoming / errors / omissions.

B Non-Complianceofindian 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 1) Preparation of Financial Statements
The Para 15 of Ind As 1 Presentation of Financial Statements states that where Financial Statements comply with
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IND As the company shall make an explicit and unreserved statement of such compliance in the notes. The
Company has claimed that financial statements are IND AS compliant but we noticed some non compliance
reported in this report.

(ii) Indian Accounting Standard (Ind AS) 20 Accounting for Government Grants and Disclosure of Government
Assistance.
The Company has applied for grant of the deferment of repayment of principal payment and payment of interest till
FY2021-21 but no sanction has been received as informed by the management. No such interest on interest has
been accounted for by the company till the close of the year as per para 10 A of the IND AS. In the absence of the
information we are unable to comment on same.

(iii) Indian Accounting Standard (Ind AS) 19 Employees Benefits
The para55to 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 hasto be made atthe end of the year and same has to be accounted for onin the books of accounts. As claimed
by the management, the Company has accounted for the liability on the basis of the actuarial valuation ,however
the managementis unable to explain the entries passed in books of accounts.

(iv) Indian Accounting Standard (Ind AS) 37 Provisions, Contingent Liabilities and Contingent Assets:
We were informed that the Company has disclosed the provisions contingent liabilities and contingentassetsonly
up to the date when the accounts were 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) IndianAccounting Standard (Ind AS) 10 Events After the Reporting Period
The financial Statements for the year under review are provided to us on 11/03/2022 although previous year
Balance Sheet was signed on 31.3.2022. 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 2021, (Refer Note No 2.46). The
sameisnotin line with the IND as 113 FairValue Measurement which is mandatory applicable to the 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 on
nondisclosure of nilinterest on unpaid/overdue interestanditsimpacton the profitand loss and Balance sheet has
notbeen disclosed in the financial statements.

(viii) Indian Accounting Standard (Ind AS) 12 Income Tax
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 sameis also notin line with note no 1.22 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
oftheyear.

ix) Indian Accounting Standard (Ind AS) 8 Accounting Policies, Changes in Accounting in Accounting
Estimatesand Errors
asreported in previous audit reports, the Company has notapplied the Ind AS 8 in relation to accounting of the Prior
Period Adjustments of errors while preparing the Financial Statements as stated in the para 1.25 of the Significant
Accounting Policies of the company.

x) IndianAccounting Standard (INDAS32,107,& 109
The Company has not disclosed that there is continuous defaultin repayment of Loans to Govt of Himachal Pradesh
alsointerest remained unpaid throughout the period.

xi) Thecompany has not classified the Loan into current &non currentas required by the Companies Act as well IND AS.

The Loan due within the next 12 months should have been classified under current liability which has not been
done.
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xii) Termsofrepaymentoftermloansand otherloans shall be stated but the management failed to do so.

xiii) As per Sch lll to Companies Act 2013, Period and amount of continuing default as separately in each case, but the

i)

(ii

i)

94

management failed to do so. Upon asking for detailed calculations of loan liabilities (current &non current) the
management reply was this has been reconciled by o/0 AG Shimla.

Observations on the Financial Statements & Accounting Practices

Maintenance of Accounts:

The Company maintains its accounts on SAP package ,but this is in the form of a proxy only ,as no evidence in
support of the entries passed are attached to the vouchers. Management was requested to clarify the use to
wasting large sum of money on SAP when it is not used & by not attaching the supporting documents with
vouchers, the very purpose of SAP is defeated. The management reply was abusive & evasive without any outcome.
We were told that audits has been conducted every year but no body pointed out this neither by statutory auditors
nor by CAG auditors or internal auditors. In our opinion investment of SAP is mere wastage of money as there are no
attachmentstoany vouchers.

Consolidation of subsidiary financial statements:

The company has approved consolidated statements as consolidated financial statements but in realty these are
only copies of stand alone statements. The management reply was, “ the subsidiary company is incurring losses &
provision has been created against the investment, but in reality the losses have not wiped off the proportionate
share of the investing company. In our opinion, the results should have been consolidated to the extent of its
proportionate share.

Property Plantand Equipment Note 2.1
We invite attention to previous year report Note No. 2.59 wherein its stated that the Company is in possession of
forest land at, Sainj HEP, Shongtong 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. This observation
wasalso reportedin previous year report.

We Invite attention to Note No. 2.68 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
tothe extent of above and correspondingly the other Current Financial Liabilities are also understated to the extent
of above. The Sainj HEP has entered into agreement to lease out the land from the above land in possession to
AFCONS Infrastructure Limited Lease agreement in the month of September 2019 for four years.

Asreported by earlier auditors the Renukaji HEP has accounted for Rs. 31,911 Lakhon account of compensation
paid for the land. The Himachal Pradesh Electricity Regulatory Commission Hydro Generation Tariff Regulation has
provided that the Depreciation @ 3.34% is leviable on submerged Land. The HP CAG issued comment on the same
inthe Supplementary audit forthe year2016-17.

As per management ,depreciation will be charged only after the land is submerged ,as it is not submerged as on
31.3.2021.

No effect has been given by the management in the financial statements to the comments issued by CAG of India
dated 23-8-2022 onfinancial statements forthe yearended 31.3.2020.

Similarly, the management instead of providing information on earlier years qualifications by statutory auditor ,it
claims thatthese pertain to prior period and current year auditors has to do nothing on this.

The Renukaji HEP has paid Rs. 5,364 Lakhs on account of compensation paid for trees and Structures. The CAGin
their supplementary auditreport forthe year2016-17 has commented that Rs. 785 Lakhs has been less charged on
the above and the Property Plant and 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. As informed by the
management, no effect has been given in financial statements as the land has not yet been submerged & effect
may be given after the landis submerged.

CapitalWorkin Progress 2.2
We Invite attention to Note No 2.74 where in it is stated that the Court case has been filed by the Toss Mini Hydel
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Projectin 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.

(ii)  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 HCC has gone into court
case and the amount is of non recoverable nature as the amount is not recovered till date.. Thus provision for the
same is required and provisions are understated to the extent of above. No action has been taken by the
managementalthough reported by previous year auditors.

(iii) Reported by previous auditors the Kashang Unit has charged interest paid on PFCloan 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 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 Plantand Equipment are overstated to the extent of Rs. 871
Lakhs and the other current assets are understated to the extent of above. The observation is continuing since
2016-17 and the amount is not recovered till date hence a provision for the same is required. Thus expenditure is
understated to the extant of above.

The Company during the year under review has adopted the same method of apportionment as done in earlier
years but due to capitalisation of Court deposits the percentage of expenditure incurred has increased to around
15 % of total .But earlier years it was just 5% of total expenditure during those year but not reversed.

5. Non-CurrentinvestmentNote 2.5

(i)  We invite attention to Note No.2.49, the Company has made an investment of Rs. 337.50 Lac (previous year Rs.
337.50Lakhs) 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 anotherJointVenture 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 Company has made provision for doubtful investments amounting to Rs.337.50 lakhs in the books of accounts.
The accumulated losses (proportionate) of this company are less than the paid up capital ,but the management
failed to consolidate the results of this company inits financial statements.

(iii) 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.

(iv) Weinvite attention to note 2.79 where in the Enforcement Directorate has attached the assets of the Himachal Emta
Private Limited amounting to Rs. 259 Lakh. The Directors report of the Himachal Emta Limited for the year 2018-19
stated that the CBI has filed charge Sheet accusing the two Directors of the company Sh. Ujjal Kumar Upadhaya and
Sh. Bikas Mukherji in the matter pertaining to the allocation of Gourangdih ABC coal Block by misrepresentation of
facts. The ED on the basis of the Charge sheet filed has attached the assets of the Gourangdh Coal Limited
considering them to be proceeds of crime under Prevention of money Laundering Act 2002.At present the case is
pending with the Supreme court of India against the attachment order. No Disclosure of the same has been made
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(ii)

(iii)

inthe notestoaccounts.

Other Non-Current Financial Assets Note 2.10

The Chirgaon Unit is 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.

The Shongtong HEP, has paid Rs. 44.06 Lakhs (previous year Rs. 44.07 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 extent of above. Out of this Rs. 946800
hasbeen recovered on 27-6-2022. Balance Rs. 3354520/-

(@) Weinvite attentionto Note No 2.71 whereinitis stated that the amount recoverable from contractorsincludes
a sum of Rs. 11183 lakhs (previous year Rs. 11214 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.

The Management has informed the previous auditors through a letter from the Director Finance dated 9th June
2021 that in case of non recovery of the amount from the contractor the same will be charged to the cost of the”
Main CivilWorks” after obtaining the necessary approval from the Board of Directors.

We suggest that the Management should take approval from the BOD regarding charging of the amount
recoverable from the contractor to the” Main Civil works” in case of the non recovery of the amount due from the
contractor at subsequent Board Meeting. The same is required as per the requirement of IND AS so that the
abovecost will become part of the cost to bring the assets to location and condition necessary for it to be capable
of operatingin the mannerintended by the Management.

The company is not the secured creditors of the Coastal Projects and the company has not shown to our
verification any documentsin support of their claim that the amountrecoverable from the coastal projects are fully
secured and thereis full probability that the amount will be fully recovered in the near future.

In our opinion as the amount is doubt full of recovery necessary provision should be made in the books of accounts.
Thus, Other Non-Current Financial Assets are overstated to the extent of above and Capital work in progress are
understated to the extent of above.

(b) Reported by previous auditors .the unit has not charged the GST on the amount of the Rs. 3,287 Lakh charged
to the Coastal Projects on account of Risk and Award Cost charged to the contractor. Thus GST amounting to Rs. 592
Lakh has not been charged on the above on account of reimbursement of expenses and liability is understated to
the extentofabove.

(c) The Company has debited the amount of service tax payable by the company amounting to Rs. 65.30 Lakh to
the service tax authorities and the same has been paid by the company in its own service tax number under the
Viswas seVivad Scheme.The Liability of paymentof the service tax was of the company in the pre GST period which
was Charged from the HCC on account of Rent Charges of use of Machinery of the Coastal Projects by the HCC. The
Amount was credited to the Costal Projects without depositing the service tax from the rent credited to the Coastal
Projects. Thus the services are covered Under Principal agent relationship and GST has to be charged on the same
andasumofRs.11.70 Lakhis to be paid as GST on the above.The Liability is understated to the extent of above.

d) Further the Company has filed a claim of Rs. 40,736.90 Lakhs inclusive of interest with the NCLT against the
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Coastal Projects Limited as the contractor company has gone into liquidation which is in the nature of Contingent
Assets and same has been disclosed as Contingent Assets as per Note 2.42. The matteris pending with the NCLT.

(iv) We invite attention to Note No 2.65 where in it is stated that the company has not made a provision for Rs. 103.24
lakhs (Previous Year ¥103.24 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
extentof above.

(v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit work. The HPSEB has fully utilised the
advance and given the Utilisation certificate to the company. As per management the material is still laying in
control of HPSEB &tillitishanded overit cannotbe capitalised.

(vi) GrantReceivable

In case of Gyspa HEP ,we invite attention to Note No 2.67 wherein it is stated that company is showing Rs. 608 lakhs
(previous year Rs. 608 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
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 to it, and that the entity will comply with conditions attaching to it, and that the grant
will be received .Receipt of a grant does not of itself provide conclusive evidence that the conditions attaching
tothe grant have been or will be fulfilled.”

The grantrecoverableisnotas pertheapplicable 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
Governmentand 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.

(vii) 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 2.51).

Thefollowing are details of the advances. (Amount in Lacs)
I T T
Patel Engineering 7,665.00 4,852.00
Andtriz Hydro 1,669.00 1,789.00

(viii) The Shongtong unit is showing advance of Rs. 35.49 Lakh( Previous Year Rs. 154 lakhs) to HPSEB as on 31st March
2021 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. 35.49
lakhs and CWIP are understated to the extent of above. Utilisation certificate received on 15-11-2022.
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(ix) The Sawra Kuddu HEP is showing a sum of Rs. 485 lakhs (Rs. 714 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 Rs. 485 lakhs and CWIP are understated to the extent of
above.

(x)  The Chanjulll has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 17 lakhs for
want of utilisation certificate.

(xi) The Deonthal Chanju has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 13.00
lakhs for want of utilisation certificate.

(xii) The Sainj unitis showing Rs. 3624 recoverable from State Pollution Department but the expenditure has not been
booked. Utilisation certificate yet to be received.

(xiii) The Sainjunithas shown Rs.9 Lakh 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.

(xiv) The Sainjunithas shown Rs.6.63Lakh (Previousyear Rs.131 Lakh).

(xvi) The Sainj unit has booked advance to HPSEB amounting to Rs. 5.29 Lakh which is of non recoverable nature and
should have been charged to the CWIP. Thus Current advances has been overstated to the extant of above as the
amounthas notbeen recovered and adjusted till date.

(xvii) The Sainj unit has booked advance to XEN IPH amounting to Rs. 4.65 Lakh which is of non recoverable nature and
should have been charged to the CWIP. Thus Current advances has been overstated to the extant of above as the
amounthas notbeen recovered and adjusted till date

(xviii) The Sawara Kuddu Unit has debited Rs. 41 lakhs to Patel Engineering on account of Risk and award cost of the work
done during the year 2017-18. The contractor has not paid the amount till date. Thus Provision for non
recoverability of amountis required. Thus Other non current Assets are overstated to that extant.

(xix) The Chanjulll has not capitalised the amount of Rs. 187 Lakh paid to HPSEBL as the work has not been completed.
(xx) The Deonthal Chanju has not capitalised the amount of Rs. 187 lakh paid to HPSEBL, as the work has not been
completed.

7 InventoryNote2.11
Reported by previous auditors the Kashang stage 1 Unitis showing the following inventories at the close of the year

S T I N

2000000751 G.l. Pipe 80 mm® 248.3 Rmt 1,06,140.80  Transferred from HPSEB
2 2000000744 Portable Magzine 4 Nos. 1,55,567.00  Transferred from HPSEB
3 2000000765 Steel Tubler Pole 10 mtr. 42 Nos 4,51,035.90  Transferred from HPSEB
4. 2000000727 Angle Iron 100x100x6mm 17.787 M 6,06,688.42  Transferred from HPSEB
5 2000000766 ACSR Conductor 14,078 M 6,22,205.05  Transferred from HPSEB
6. 2000005637 Needle Tips & Seat Ring 1 Set 16,60,593.94  Spares for E and M work

I T % ST

The Item from srno 1 to 5 amounting to Rs. 19.41 Lakh has to be shown at Net Realisable Value and the necessary
provision of obsolescence has to be made. No informationin respect of the same has been provided to us.

Theitem at Srno 6is spare of the Turbine and has be shown under Property Plant and Equipment's&as such should
be depreciated along with the plant.

Thus Inventory is overstated to the extant of Rs. 16.60 Lakh and property Plant and Equipment's is understated to
the extentof above.
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8 TradeReceivablesNote2.12
Tradereceivablesare subject to confirmation &reconciliation.

9 OtherCurrentAssets Note2.17

(i)  The Sawara Kuddu unit has not shown the amount recoverable from Patel Engineering on account of recovery of
concrete cutting amounting to Rs. 77.50 lakh (previous year Rs. 84 lakhs). The case is reported to be in High Court.In
our opinion the other Current Assets are understated to the extent of above and CWIP is overstated to the extent of
above.

10 Non-CurrentOtherFinancial Liabilities Note 2.22

(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. In our opinion the Company has defaulted in
payment ofinstalments and interest to the state government which is holding 39.76%(Previous Year 39.56 %) of the
equity. However there is no other default in payment of loan and interest to any other Financial institutions/Banks.
The Company has not complied with Requirements of the IND AS 20 Accounting of the Government Grant which
states that the any concession from the government should be added as addition to the cost and should be
credited to therevenue.

(ii) Theloantothe company wassanctioned by the Central Government to the State Government as 90 % grant and
10 % loan basis has been further advanced to the company as 100 percent loan which was sanctioned to the state
government under Clean energy program.The Funding of the Grant to State Government as Loan to the Company
has increased the financial cost Liability on account of interest payable to the State Government. This will increase
the cost per unit of the generation of power and will not be recovered from the consumer and have to be borne by
the company. The charging of the interest will not make the company profitable as it constitutes 40% to 45% of the
revenue cost and the company has not paid the interest to the state government even after four units are
commissioned and the company is pursuing for the deferment of principal and interest till 2024 and in earlier year
alsothe deferment has been granted by the State Government.

The CAG has also raised concern over the same in their report and suggested that the matter be taken up with the
state government to get the benefit of the Govt of India Policies.

(iii) 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.

11 Non-CurrentLiabilities Provisions Note 2.25

(i) ForCompanyEmployees
We invite attention to note 1.20 and 2.45 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 Costin
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. Neither any policy has been taken nor any trust /fund has been made for the same. Although this
year the company has created liability on the basis of actuarial valuation.

(ii) ForHPSEBEmployees
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
sameon thefinancial statements at the close of the year.

12 Other Non-CurrentLiabilities Note 2.25
a) Utilised Grant Renukaji
()  TheCompany hasincurred following expenditure on the Renukaji project till 31st March 2021.
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(Amount in Lacs)

Tangible Assets 97,435.05 41,262.00
Advances & Deposits with Court 10,320.35 20,725.00
CWIP 7.54 7.54
Incidental Expenses 15,268.25 14,197.00
Advances 186.42 -
1,23,217.61 76,191.54

Grant Received 71,086.80 76,002.33
71,086.80 76,002.33

Shortfall 52,130.81 189.21

The company has passed mere book entries amounting to Rs 470.74 crore by debiting Land & crediting Govt dues
payableto arrive at the above figures ,although no actual payment has been made againstRs.470.74 crore.

L A O ledger is showing credit balance of Rs79crore ,& bank a/c on the name of L A O shows positive bank balance
Rs.368.27 Lakh.Noreconciliation statement has been made available to us.

(iiiy We invite attention topara 2 (iv) of previous year audit report regarding allocation of expenses to Renukaji HEP

wherein its stated that the allocation of expenditure of Corporate office and Sundernagar 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 company has allocated Rs. 3487 lakh (previous year Rs. 2870 lakhs) as share of corporate office
and design wing expenses to the Renukaji HEP for current year viz 31st March 2021. In our opinion the amount
recoverable from participating states will be reduced by Rs. 3487 lakh ( previous year Rs. 2870 lakhs) giveninabove
para.
The Company is earning interest on the surplus funds of Renukaji at Corporate Office by investing the samein 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 practiceisnotin
line with the significantaccounting 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. However as informed to us no
interest was earned during the year, as the Company is doing funding of expenses out of its own resources.

13 CurrentLiabilities OtherFinancial Liabilities Note 2.22

(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 comment on its effect on assets and
liabilities.

(ii) The different units of the company are showing separately the amount payable and recoverable from HPSEB
Limited. No Confirmation/reconciliation 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.

(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 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.

(iv) The Other Financial Current Liabilities includes Rs. 80.07 lakhs ( Previous Year Rs. 75.87 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
financialliabilities are overstated to the extent of above and necessary provision foramount written back should be
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provided.

(v) TheSawra Kuddu unit has made a provision for CAT Plan Expenses on 04th January 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 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
t006/2011 onaccountof PF contributions of Unregistered Contractors amounting to Rs. 189 Lakhs on 02nd August
2018(refer Note 2.63)..Thus, current liabilities are understated to the extent of above.

(vii) Local AreaDevelopmentFund:-
We Invite attention to Note 2.69 where in the company has not made any provision of amount payable to LADA
fund on account of increase in cost of the Projects, as final cost determination of commissioned projects is under
process

(viii) Reported by previous auditors the Kashang Unit has not charged GST on the Liquidation Charges amounting to Rs.
534.42 lakhs on Rs. 2,969 Lakh 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. The observation was also reported
in the previous year also. Thus the current liabilities and understated to that extant and other non current assets is
alsounderstated to that extant.

(ix) The Sawra Kuddu HEP has transferred land measuring 0.9224 hectare to the HPTCL for the construction of 220 KV
Switching Station at Hatkoti. The Company has received Rs. 916 Lakh as cost towards the cost of land in the month
of November 2018. The company has handed over the possession of the land to the HPTCL but has shown the
amountas advance from the customers and the sale deed for the same has not been executed sofar. In our opinion
the advance has to be adjusted with the cost of the land and the deposit with the court. Thus current liabilities are
overstated to the extent of Rs. 916 Lakh. Pending execution of transfer deed cannot be credited to land.

(x) The Sainj Unit has shown a sum of Rs. 519 Lakh as amount payable to Voith Hydro. The HEP has not provided to us
the details in respect of the same and nor any confirmation from the supplier has been provided. The Amount is
payable since 2017 and the same has not been paid till the date of the audit. Thus the liabilities are overstated to the
extentofabove

14 Generation &Sale of Power
(i)  NoteNo.2.60The companyisshowing only net sale instead of gross sale.

(ii) TheBeradol Solar Power unit while fixing the tariff rate has adopted HPREC AD benefit Rate of Rs.4.31 per unit while
approving the Tariff Rate with HPSEB. The Corporation is not availing the advance deprecation benefit thus Tariff
rate of Rs. 4.79 per unit is applicable to the corporation. Thus Sale of power as well debtors is understated to the
extent of Rs.39.89Lakh

15 Apportionment of expenditure and Income of Corporate Office and Sundarnagar

(i) Expenditure of Corporate Office and Sundarnagar
We refer Significant Accounting Policy no 1.6 g and Note no 2.60. 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
Sundarnagar design office is allocated to different accounting units on systematic basis.” 15% charged to Renukaji
& balance to other units in proportion to expenses incurred. 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 or on the
basis of expenditure incurred proportionately. 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 Office and Sundarnagar
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
- Fundsfor Renukaji Project
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- Imprest Fundsfor ADB Funded Projects State Govt Loan

- Interest on Funds With LAO

The Company has allocated income to various projects on the basis of allocation of expenditure to different units as
peraccounting policy of the company during the year

Similarly ,expenditure has been allocated alongwith HO to other units.

Provision forIncomeTax

We invite attention to Note No. 2.70 where in no provision has been made by the company forincome tax during
theyearunderreview.

We also invite attention to note 2.58 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.
7557 lakhs (Previous Year Rs. 8,874.50 lakhs (refer note 2.10).In view of the uncertainly involved and the matter is
sub- judice we are unable to comment on the recoverability of the above amount and its effect on the Financial
Statements.

Quantitative Details inrespect of energy generated and sold

We invite attention to Note 2.53 where in the Company has stated that it has installed capacity of 281 MW as on 31st
March 2021.The company has capacity 65 MW *3i.e. 195 MW but water supply was only for one turbine at Kashang
stagelagainstinstalled 3 turbines.and the installed capacity of the Sainj HEP is 100 MW and one solar unit with the
capacity of 5SMW However theinstalled capacity at Kashang is not utilizable in the absence of water as the stage Il &
Il are under construction. Out of 3 turbines water is sufficient for running one turbine only. For rest 2 ,work is in
progress. Sawra Kuddu HEP has installed capacity of 111 MW.

Profitand Loss Account

Oand MDisaster Management

Reported by previous auditors the Sainj Unit has booked the cost of hooters and other expenses amounting to Rs.
45.35 Lakh as expenditure during the year under review which are of Capital Nature and has to be capitalised by the
HEP.Thus expenditure is overstated to the extent of above and property plant and machinery is understated to the
extent.Claimed to be done during 31-3-2022.

Prior period Expenses
The Company has charged the prior period expenses during the year under review to the profit and loss Account.
The Following are the year wise Bifurcation of the same.

1. for the year 2017-18 1,11,53,227.00

2. Period earlier than 2017-18 1,98,39,249.00

As per IND AS 8 Accounting Policies, Changes in Accounting Estimates and Errors, the errors has to be rectified
retrospectively in the Financial Statements as if the error had never occurred. If the error pertains to period earlier
then previous year then the third Balance sheet has to be prepared as opening Balance Sheet. Refer Note 1.25 of the
Significant Accounting Policies of the company which has not been complied with. In our opinion the Company
has not complied with the requirements of the IND AS 8.

Income Tax Appeals with the High court in respect of chargeability of Income Tax on Interest on Fixed
Deposits keptas short-term Investments.

Reported by earlier auditors, 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 Renuka Funds is also an additional grant from the Agencies and the same
isalsonotanincome of the company and the same will be utilised on the project expenses and s 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
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and similarly the interest earned on Renuka HEP funds till the close of the year has not been shown as additional
grantfromthe Agencies.

The income tax authorities are considering such income as taxable income and is being charged as taxable Income
ofthe Company.

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.

20 Disaster RecoveryCenter

The Company has installed SAP ERP software for all its projects including corporate office. The Company has its DRC
at Chennai and the same was closed and shifted to Shimla by M/s Siffy Technology. M/s Siffy Technology was
awarded the contract for the AMC of the DRC for Rs. 1.25 crores and the reallocating cost of DRC for Rs. 9.67 Lakh.
The company has proposed to shift the DRC from Chennai to Himachal Pradesh at Data Center Site of HPSEBL at
Ponta Sahib or at any other place at Paonta Sahib. The Company does not find any suitable site at Paonta Sahib thus
no Disaster Recovery Center of the company is in place till date. We were informed that complete back up is
maintained at head office on fortnightly /monthly & at Govt data centre at Mehli. What is the wisdom in paying AMC
of the DRC without any site being taken for the same. Latest information as to its status not provided by the
management.

21 LandCourtCasesRenuka JiProject
The Board of Directors in its 75th meeting on meeting 18th March 2021 has decided not to the file Regular First
Appeal in the Hon'ble High Court against the awards passed by the Lower Courts and against the decision of the
Hon'ble High Court. Refer Note 2.41 Notes where in its stated that the company has made contingent provision in
respect of the awarded amountamounting to%168618.40 lakh. The Decision of the company notto file the appeal
will make the contingent provisions as regular provisions and thus the provisions on account of land compensation
of Renuka Ji Projectis understated to the extent of above.

22 Anamount of Rs. 25856311/- paid to Patel Contractor by Kashang stage | under repair & maintenance remained
unexplained & will be reported next year after verification at the site.

23 Changeinaccountingpolicy & practice
This the company has changed its practice of creating provision for/cost of land on the basis of payment to
charging /creating provision for land cost on the basis of Court cases but failed to disclose the samein notes.

Emphasis of Matter
A Only negligible efforts has been made to remove the qualification raised in earlier year audit reports and the same
hasbeen consideredin thisyearreportalso.

B  Wefurtherdraw attention to the following mattersin the Notes to the stand alone Ind AS Financial statements: -

(i) Balances of trade receivables, advances, deposits, trade payables are subject to reconciliation/ confirmation and
respective consequential adjustments.

(i) Note No 2.62 to the Stand alone Ind AS financial statements regarding statement on State Government loan for
ShontongKarcham HEP (450MW) where the ADB funding to state government has expired and stopping of
funding by the KFW to the project. An agreement with PFC has been executed on 06/10/2021.

(iii) NoteNo.2.68tothe Stand alone 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.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
Stand alone financial statements of the current period. These matters were addressed in the context of our audit of the
Stand alone financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

For each matter below, description of how our audit addressed the matter is provided in that context. In addition to the
matter described in the Basis for Qualified Opinion section we have determined the matters described below to be the
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key audit matters to be communicated in our report.

E Key Audit Matter How our audit addressed the key audit matter

1

Tendering:

Tendering is key audit matter but we
noticed tenders were not floated for
works order costing Rs. 2.58 crore.
Explanation given was evasive. No
estimates were prepared & bills passes.

These will be checked in details& accessed as to controls during
nextyearaudit.

No estimates were prepared.

ContingentLiabilities and Provisions
There are a number of litigations
pending before various forums against
the Company and the management's
judgement is required for estimating
the amount to be disclosed as
contingent liability and for creating the
adequate amount of provision,
wherever required.

We identified this as a key audit matter
because the estimates on which these
amounts are based involve a significant
degree of management judgment in
interpreting the cases and it may be
subjectto management bias.

(Refer Note No. 2.41 to the Stand alone
Financial Statements, read with the
Accounting Policy No.1.18)

We have obtained an understanding of the Company's internal
instructions and procedures in respect of estimation and disclosure
of contingent liabilities and adopted the following audit
procedures:

- understood and tested the design and operating effectiveness of
controls as established by the management for obtaining all
relevantinformation for pending litigation cases;

- discussed with the management any material developments and
latest status of legal matters;

- examined management's judgements and assessments whether
provisions are required;

- considered the management assessments of those matters that
are not disclosed as the probability of material outflow is
considered to be remote;

- reviewed the adequacy and completeness of disclosures;

Based on the above procedures performed, the estimation and

disclosures of contingent liabilities and creation of provisions are

considered to be adequate and reasonable.

Property, Plant & Equipment

There are areas where management
judgement impacts the carrying value
of property plant and equipment and
the irrespective depreciation rates.
These include the decision to capitalise
or expense costs; the annual asset life
review; the timeliness of the
capitalisation of assets and the use of
management assumptions and
estimates for the determination or the
measurement and recognition criteria
forassets retired from active use. Due to
the materiality in the context of the
balance sheet of the Company and the
level of judgement and estimates
required, we consider this to be as area
of significance.

(Refer Note No. 2.1 to the Standalone
Financial Statements, read with the
Significant Accounting Policy No. 1.5)

We have visited some units while others will be visited next year
audit.
Actual Controls will be assessed during next year audit as these
were not practicable at HO in the absence of information. However,
we have reviewed the same through discussions with management
atHO.
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4  Capital work-in-progress (CWIP)
The company is involved in various
capital works like construction of new We performed an understanding and evaluation of the system of
power projects, installation of new internal control over the capital work-in-progress, with reference to
plant and machinery, civil works etc. identification and testing of key controls. Deficiencies were found
These projects/works take a substantial and same reported at appropriate place in our Audit report. Actual
period of time to get ready forintended  controls will be assessed during next year audit.
use and due to their materiality in the
context of the balance sheet of the
Company, this is considered to be an
area which had the significant effect on
the overall audit strategy and allocation
of resources in planning and
completing ouraudit.
(Refer Note No.2.2 to the Standalone
Financial Statements, read with the
Significant Accounting Policy No. 1.6)

Information Other than the Stand alone Financial Statements and Auditor's Report Thereon

The Company's Board of Directors is responsible for the preparation of the other information. The other information
comprises theinformationincludedin the Management Discussion and Analysis, Board's Reportincluding Annexures to
Board's Report, Business Responsibility Report, Corporate Governance and Shareholder's Information, but does not
include the Stand alone financial statements and our auditor's report thereon.

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

In connection with our audit of the Stand alone financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the Stand alone financial
statements or our knowledge obtained during the course of our audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this otherinformation, we
arerequiredtoreportthatfact. We have nothingtoreportinthisregard.

Management's Responsibility for the Stand alone 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 Stand alone Ind AS financial statements that give a true and fair view
of the state of affairs (financial position), profit or loss (financial performance including other comprehensive income),
cash flows and statement of changes in equity of the Company in accordance with the accounting principles generally
accepted in India, including Indian Accounting Standards (Ind AS) prescribed under section 133 of the Act read with
relevantrulesissued 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 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 Stand alone Ind AS financial statements that give a true and fair view and are free from material
misstatement, whether due to fraud or error.

In preparing the Stand alone financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realisticalternative buttodo so.

The Board of Directors are responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibility
Our objectives are to obtain reasonable assurance about whether the Stand alone financial statements as a whole are
free from material misstatement, whether due to fraud or error,and toissue an auditor's report thatincludes our opinion.

Reasonable assuranceis a high level of assurance, but is not a guarantee that an audit conducted in accordance with SAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken onthe basis of these Stand alone financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment andmaintainprofessional skepticism

throughout the audit. We also:

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

- Obtain an understanding of internal financial controls relevant to the audit in order to design audit procedures that
are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are also responsible for expressing our
opinion on whether the Company has adequate internal financial controls system in place and the operating
effectiveness of such controls.

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

- Conclude onthe appropriateness of management's use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the related disclosures in the Stand
alone financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may
cause the Company to cease to continue asagoing concern.

- Evaluate the overall presentation, structure and content of the Stand alone financial statements, including the
disclosures, and whether the Stand alone financial statements represent the underlying transactions and eventsin
amannerthatachieves fair presentation.

Materiality is the magnitude of misstatements in the Stand alone financial statements that, individually or in aggregate,

makes it probable that the economic decisions of a reasonably knowledgeable user of the financial statements may be

influenced. We consider quantitative materiality and qualitative factors in (i) planning the scope of our audit work and in
evaluating the results of our work; and (ii) to evaluate the effect of any identified misstatements in the financial
statements.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing

of the audit and significant audit findings, including any significant deficiencies in internal control that we identify

during ouraudit.

We also provide those charged with governance with a statement that we have complied with relevant ethical

requirements regarding independence, and to communicate with them all relationships and other matters that may

reasonably be thoughtto bearon ourindependence, and where applicable, related safeguards.

Reporton OtherLegal and Regulatory Requirements

1. Asrequired 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, inthe Annexure-2 on the directions issued by Comptroller and Auditor General of India.

3. Asrequired bysection143(3) of the Act, we report that:
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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 ouraudit;

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;

¢) TheBalance Sheet, Statement of Profitand Loss and statement of Cash Flows and Statement of changes in equity
dealt with by thisreportare in agreement with the books of account;

d) Exceptforthe effects of the matter described in the Basis of Qualified Opinion paragraph above,in our opinion, the
aforesaid Stand alone Ind AS financial statements comply with the Accounting Standards specified under Section
133 of the Act,

e) TheMatterdescribed in the Basis for Qualified Opinion paragraph above, in our opinion may have adverse effect on
the 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.

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 ourinformation and according to the
explanations giventous:

i.  The Company has disclosed the impact of pending litigations on its financial position in its financial statements-
Refer Note 2.33 to the Stand alone 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 31.03.2019 which were required to be transferred to the Investor Education and
Protection Fund by the Company.

For
Chartered Accountants
FirmRegn.No.008770N

(CA Suresh Chand Soni)
Partner

M.No.083106

Place:Shimla
Date:26/11/2022
UDIN22083106BEERLP6226
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Soni Gulati & Co.

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 2021.

(I) (@ The company has generally maintained proper records showing full particulars, including quantitative details
andsituation of its fixed assets. except that identification, location etc need be mentioned.

(b) Asexplained 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. However, verification
(conducted by officers of the company) reports of Furniture Fixture, Office equipments, stationery etc. only
were made available to us, but no report of barrage, tunnels, land, plant machinery, stores & spares was shown
tous.

(c) Title deed ofimmovable 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.

(ii) Theinventory 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. But no reports were
made availableto us.

(iii) 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.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
Companies Act,2013 and rulesthere under.

(vi) The company has made and maintained cost accounts and records as specified by the Central Government under
section 148 (1) of the Companies Act 2013. However, we have not made a detailed examination of these accounts
and records with a view to determine whether they are accurate and complete. The companies cost accounting
records has been audited by the Cost Auditors M/s Balwinder and Associates and they have submitted the report
on 14/10/2022.

(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 2019 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. We are informed that the provisions of Employees'
Statelnsurance Actare notapplicable to the company.

(b) Accordingtotheinformation 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
onaccountofanydisputeare given below:

Addl. Excise & Taxation Commissioner -cum-
Entry Tax Interest 337.70 2010-15 Applellate Authority

2. Entry Tax Penalty 75128  2010-15 e e e At e <™

Central Government Industrial Tribunal

3. Provident Fund PF Dues 189.26 2008-11 Chandigarh

4, GST GST 868.78 2017-18 Amount payable as per GSTR 9 C
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5 GST Interest 333.64 2017-18 Amount payable as per GSTR9 C
6. GST GST 5.72 2018-19 Amount payable as per GSTR 9
7 Income Tax Demand 146.28 2015-16 Appeal with CIT Solan

8 Service Tax 65.00 Sawra Kuddu

The Amount of interest and penalty on the Entry Tax thereon due to Excise and taxation department has been
settled under Legacy Cases Resolution Scheme by paying the Requisite Settlement Fees by the company

(viii) The Company has defaulted repayment of loans & interest on borrowing from Government of Himachal Pradesh,as
details as to repayment of principal & interest has not been provided to us, defaulted amount cannot be quantified
Company has applied for deferment but as informed no Deferment has been given by the State Govt.

(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
year under review.The company has raised CC limit of Rs 200 Lakh for working capital from KCCB &RRs. 200 Lakh from
HPSCB, secured by charge on Plant & Machinery& Inventory and Book debts. However, we could not get any
evidence of utilisation of limit,so cannot comment,whetherit has been used for the intended purpose.

(x) During the course of our examination of the books and records of the Company, carried out in accordance with the
generally accepted auditing practices in India, and according to the information/ explanation given to us, we have
neither come across any instance of material fraud by the Company or on the Company by its officers oremployees,
noticed or reported during the year, nor have we have been informed of any such cases by the management except
in the year 2015 at Renukaji HEP and the same is pending with State Vigilance. During this year we doubt some
material misstatement butin the absence of information cannot be Commented upon.

(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) Section45-1A of the Reserve Bank of India Act, 1934 is not applicable to the company.

For Soni Gulati & Co
Chartered Accountants
Firm Regn. No. 008770N

(CA Suresh Chand Soni)
Partner

M. No. 083106

Place: Shimla

Date: 26/11/2022

UDIN 22083106BEERLP6226
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Soni Gulati & Co.
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 March2021.

Impact on

Whether the Company has system in
place to process all the accounting
transactions through IT system? If yes, the
implications of processing of accounting
transactions outside IT system on the
integrity of the accounts along with the
financial implications, if any, may be
stated.

According to the information and
explanations given to us and based on our
audit, the Company has a system in place to
process the accounting transactions
through M M Module , Project System ,
Human Capital Module and Financial and
Controlling Module through IT system and
for this purpose SAP-ERP has been
implemented by the Company. Period end
Financial Statements are compiled offline
based on balances and transactions
generated from such SAP-ERP system for
the purpose of preparing the Accounting
transactions for sale of power is not
generated though Sales and distribution
Module and being directly posted in Fl
Module. We have neither been informed
nor have we come across during the course
of our audit any accounting transactions
which have been processed outside the IT
system having impact on the integrity of
theaccounts.

The company has maintained separate
Data Centre but does not have Disaster
Recovery Centre. Also, the cost of land in
balance sheet is different in SAP and
balance sheet due to uploading of deposits
with Court to Cost of land in Balance sheet.
The SAP is incomplete, as there are no
attachment to the vouchers which defeats
the very purpose of SAP.

Whether there is any restructuring of an
existing loan or cases of waiver/write No
such case come off of debts / loans /
interest etc. made by a lender to the
company due to the across during If yes,
the financial impact may be stated.
company's inability to repay the loan?

The State Government Loans has been
restructured for repayment of loan and
interestuptoJan 2017 till the year2018-19.
The Company had requested the State
Government for further deferment in the
month of September 2021. The State
Government has refused to defer.

Nil

Whether funds received/receivable for
specific schemes from Central/State
agencies were properly accounted
for/utilized as per its term and conditions?

The Funds received for Renukaji Projectand
Gyspa Project has been properly accounted
for except the interest earned on the short
term deposit from the surplus fund has

The Amount payable to
the Central / state is
understated to the
extent of interest
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acrossduring List the cases of deviation.

been accounted for as the income of the
corporation instead of the crediting the
same to the amount payable to the central /
State Government. Refer Para C 14(ii) of the
main audit . No information in respect of
interest earned on the short term
investment has been provided to us. As
there is significant difference in
expenditure incurred as per last year report
& this year report, matter will be examined
during nextyear audit at unit level.

earned on the short
terminvestment

Whether proper records are maintained
for inventories laying with third parties &
assets received as gifts/grants from the
Govtorotherauthorities.

No inventory laying with third parties ,as
informed to us.

No assets were received as grants/giftfrom
Govtorotherauthorities asinformed to us.

Nil

Whether land acquisition is involved in
setting up the new projects report
whether settlement of dues done
expeditiously andin transparent manner.

The land has been acquired at Renukaji
Dam. All the payments on account of
settlement has been transferred to the LAO
However a sum of Rs 188.49 crores has not
been paid till the close of the year and
provision for the same has been made in
the books of accounts. Which has been
reversed thisyear.

As all payments made to
LAO are debited to land
,the balance in LAO
bank account remained
unexplained, status will
bereported nextyear.

How much cost has been incurred on
abandoned projects and of this how
much cost has been written off.

Reported by last year auditors ,the
Corporation has abandoned the ,Tidong
HEP and Sunni Project . The Amount
incurred on Tidong project is being shown
as recoverable from the Directorate of
energy and the amount has not being
written off by the Management. The
Corporation has written off Rs. 41.26Lakh
as amount recoverable from SJVNL on
account of cost of the Sunni Project.

Nil

Indicate Whether the company has
efficient system for monitoring and
adjusting advances to contractors/
supplier. Highlight the Significant
instances of failure of the System if any.

The company has proper system of
adjusting the advances to suppliers, except
infollowing cases:-

1.Patel Engineering

Due to non completion of the percentage
ofthe work completed by the Contractor
2.HCCLimited

Dueto court case involved

3. Costal Projects

Companyin Liquidationat NCLT

Nil
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Soni Gulati & Co.
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 Company") as of 31 March 2021 in conjunction with our audit of the Stand alone 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.

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 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
collusion orimproper 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
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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 2021,

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 inthe control systemin thefollowing areas:

- Attachingevidence/supporting documents with vouchersin SAP.

- Making preparation of financial statements on SAP instead of Excel sheets.

- Implementation and Compliance of Indian AS at unit level to ensure the compliance of the Indian AS on the company as a
whole.

- Classification of account heads in SAP according to the disclosure and classification requirements of the Schedule Il of the
companiesact2013andrequirements ofthe 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
vendorsinthe 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 current as 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 efficientmanner.

- 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
fromthe 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 money and suppliers dues are payable
in other currency also.

- Investing of idle fundsat HEP in SWEAP Bankaccountstoearn 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 onaccount of GST should be as per the requirements of the Goods and Service Tax Act.

- Accounting Staff/ Officers at Unit Level should be regularly trained in respect of the Indian Accounting Standards and other
Accounting concepts and conventions while preparing the Financial Statements.

- Entry in SAP to be made only upon a transaction is executed not at the time supply order is placed ,as we have noticed such
instance.This will reduce chances of expenses being booked twice.

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, 2021Stand alone financial

statements of the Company. However, these areas ofimprovement do not affect our opinion on the Stand alone financial

statements of the Company.

For Soni Gulati & Co
Chartered Accountants
Firm Regn. No. 008770N

(CA Suresh Chand Soni)
Partner

M. No. 083106

Place: Shimla

Date: 26/11/2022

UDIN 22083106BEERLP6226
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Replies to the Auditor's Report on the Standalone Ind AS Financial Statements

(Annual Accounts) for the F.Y. ended 31st March, 2021.

Qualified Opinion:

We have audited the accompanying Stand alone Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Holding Company") and its subsidiary, which comprise the Standalone Balance Sheet as at
31st March, 2021, 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 the significant accounting policies
and other explanatory information (hereinafter referred to as "the Stand alone Ind AS financial statements").

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 section of our report the aforesaid Stand alone Ind AS financial
statements give the information required by the Actin 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, 2021, and its profit/loss (financial performance including other comprehensive
income), its cash flows and the changesin equity for the year ended on that date.

Basis for Qualified Opinion

We conducted our audit of the Stand alone financial statements in accordance with the Standards on Auditing specified
under section 143(10) of the Act (SAs). Our responsibilities under those Standards are further described in the Auditor's
Responsibilities for the Audit of the Stand alone Financial Statements section of our report. We are independent of the
Companyin accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India (ICAI) together
with the independence requirements that are relevant to our audit of the Stand alone financial statements under the
provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the ICAI's Code of Ethics. We believe that the audit evidence we have obtained
is sufficientand appropriate to provide a basis for our qualified audit opinion on the Stand alone financial statements.

Audit Observation Reply

A.Preparation of the Financial Statements
(I) As reported by previous auditors that supplementary information

The current and Non-current

submitted by the units does tally with the approved financial statements
submitted to us for audit. The Current and Non-current classification details
submitted by the unit's does tally with current and non-current assets and
liabilities depicted in the Financial statements, however the same could not
be verified by us for want of information. But no such supplementary
information was submitted to us, No units' financial statements were made
available to us. The financial statements are prepared on excel sheets and
not taken from SAP as the SAP software acquired is deficient in this respect.
The details of vouchers in SAP were asked for but submission of such
information was delayed /given late and incomplete. We were made
different (altered) financial statements on different dates (thrice) after we
discussed our observation these were claimed and certified as Board
approved& changes were not explained .As SAP is updated ,we cannot
verify the same. This year management wants to change the various notes
to rectify their shortcoming/errors/omissions.

classification details submitted by the
project units were furnished to the
auditor. The unit wise Financial
Statements were also submitted to the
auditor vide email dated 23.04.2022
and further on dated 19.09.2022. The
SAP software was made functional in
HPPCL in the financial year 2014-
15.Thereafter, the applicability of Ind
AS was to be ensured as per Sec 133 of
Companies Act, 2013.Due to which
the financial statements are prepared
on excel sheets and not taken from SAP
as the SAP software is deficient to that
extent. All the information sought by
the auditor, have been provided asand
when asked for. There was no change
in the Financial Statements provided
to the auditor, only Board approved
Financial Statements were submitted
to the auditors through registered
post.
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B.Non-Compliance of Indian Accounting Standard (Ind AS)

The Company has not complied with the following Indian Accounting
Standards while preparing the financial statements: -

1) Indian Accounting Standard (Ind As 1) Preparation of Financial
Statements

The Para 15 of Ind As 1 Presentation of Financial Statements states that
where Financial Statements comply with IND AS the company shall make
an explicit and unreserved statement of such compliance in the notes. The
Company has claimed that financial statements are IND AS compliant but
we noticed some non compliance reported in this report.

Necessary compliances to the
applicable Ind AS have been made in
thisrespect.

ii) Indian Accounting Standard (Ind AS) 20 Accounting for Government
Grants and Disclosure of Government Assistance.

The Company has applied for grant of the deferment of repayment of
principal payment and payment of interest till FY 2021-21 but no sanction
has been received as informed by the management. No such interest on
interest has been accounted for by the company till the close of the year as
perpara 10 A of the IND AS. In the absence of the information we are unable
tocommenton same.

The management had apprised during
statutory audit that the deferment of
loan has been granted by GoHP vide
letter dated 30.10.2021 up to F.Y. 2020-
21.Further, CAG during its
supplementary audit has also noticed
the same and commented that
statutory audit report is deficient to
that extent.

iii) 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 onin the books of accounts. As claimed by the management,
the Company has accounted for the liability on the basis of the actuarial
valuation, however the management is unable to explain the entries
passedinbooks of accounts.

The entries taken in the accounts are
purely on the basis of the actuarial
valuation only and as per the
applicable Ind AS 19 in respect of the
Post Employment Benefit of
employees.

iv) Indian Accounting Standard (Ind AS) 37 Provisions, Contingent
Liabilities and Contingent Assets:

We were informed that the Company has disclosed the provisions
contingent liabilities and contingent assets only up to the date when the
accounts have been approved by the BOD. No Disclosures of Provisions,
contingentliabilities and contingent Assets after the accounts approved by
the BOD and till the date of finalisation of this report is considered in these
financial statements.

The compliance to the Ind AS wherever
required, shall be madein the FY 2021-
22, ifallowed.

v) Indian Accounting Standard (Ind AS) 10 Events After the Reporting
Period

The financial Statements for the year under review are provided to us on
11/03/2022 although previous year Balance Sheet was signed on
31.03.2022. The financial statements are not adjusted for the events
occurred between the Balance sheet date both favorable and unfavorable
till date of thefinalisation of this report.

The compliances to the Ind AS
wherever required, shall be ensured in
the FY 2021-22.

vi) Indian Accounting Standard (Ind AS) 113 FairValue Measurement
The Company has not made FairValue of the assets and Liabilities as on 31st
March 2021, (Refer Note No 2.46). The sameis not in line with the IND as 113
FairValue Measurement which is mandatory applicable to the company.

The Company had adopted the
carrying cost/ value of all liabilities and
assets as on 1st April 2015 and also on

TV ()
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1st April 2021, as the fair value of the
assets and liabilities cannot be
measured accurately due to the
uncertainty associated with the
maturity dates of such assets and
liabilities, being linked to completion
of assets / commissioning of the
projects. Further, the exact date of
completion of assets / commissioning
of the projects can't be predicted due
to various internal/external factors.
Hence Fair Value of the assets and
Liabilities can't be done.

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 on non disclosure of nil
interest on unpaid/overdue interest and its impact on the profit and loss
and Balance sheet has not been disclosed in the financial statements.

HPPCL has not recognized the Interest
on delay of repayment of principal and
interest amount due to the terms and
conditions of loan agreement entered
between State of Himachal Pradesh
and the Corporation.

viii) Indian Accounting Standard (Ind AS) 12 Income Tax

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 1.22 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.

As future income is not probable in
case of Corporation, therefore,
deferred tax assets on the provisions
and taxable losses will not be created.
Hence, this Ind AS is not applicable to
the corporation.

ix) Indian Accounting Standard (Ind AS) 8 Accounting Policies,
Changesin Accountingin Accounting Estimates and Errors

Asreported by previous auditors, the Company has notapplied the Ind As 8
in relation to accounting of the Prior Period Adjustments of errors while
preparing the Financial Statements as stated in the para 1.25 of the
Significant Accounting Policies of the company.

Necessary compliances to Ind AS 8
have been madeintheF.Y.2020-21and
F.Y.2021-22.

x) Indian Accounting Standard (IND AS 32,107 & 109)

The company has not disclosed that there is continuous default in
repayment of Loans to Govt. of Himachal Pradesh also interest remained
unpaid throughout the period.

The management has apprised during
statutory audit that GoHP vide letter
dated 30.10.2021 has granted the
deferment of loan up to FY. 2020-21.
Further, CAG during its supplementary
audit has also noticed the same and
commented that statutory audit
reportis deficient to that extent.

xi) The company has not classified the Loan in to current & Non-current as
required by the Companies Act as well IND AS.The Loan due within the next
12 months should have been classified under current liability which has not
beendone.

Necessary compliances have been
madeintheF.Y.2020-21and 2021-22.
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xii) Terms of repayment of term loans and other loans shall be stated but
the management failed to do so.

Necessary compliances have been
madeintheF.Y.2020-21and 2021-22.

xiii) As per SCH Il to Companies Act 2013, Period and amount of
continuing default as separately in each case, but the management failed
to do so. Upon asking for detailed calculations of loan liabilities (current &
non current) the management reply was this has been recociled by o/o AG
Shimla.

Necessary compliances have been
madeintheF.Y.2020-21and 2021-22.

C.Observations on the Financial Statements & Accounting Practices
1.Maintenance of Accounts:

The Company maintainsits accounts on SAP package ,but thisisin the form
ofa proxy only ,as no evidencein support of the entries passed are attached
to the vouchers. Management was requested to clarify the use to wasting
large sum of money on SAP when it not used & by not attaching the
supporting documents with vouchers, the very purpose of SAP is defeated.
The management reply was abusive and evasive without any outcome. We
were told that audits have been conducted every year but nobody pointed
out this, neither by statutory auditors nor by CAG auditors or internal
auditors. In our opinion investment of SAP is mere wastage of money as
there are no attachments to any vouchers.

In this respect it is submitted that the
SAP software has been successfully
configured and is functioning
satisfactorily .Over the last 9 years till
F.Y. 2020-21, the annual financial
statements are being prepared from
SAP software only and none of the
auditors have raised any such
observations. In all cases alongwith
vouchers hard copies of the
supporting are attached and kept
under safe custody in folders at
respective Projects' Accounting office
and Corporate office as well. Now, the
management has given instructions to
the projects/ units to upload all the
documents on SAP. Furthermore, SAP
software has provided additional
facilities related to accounting and
drawing of periodical reports.

2.Consolidation of subsidiary financial statements :

The company has approved consolidated statements as consolidated
financial statements but in realty these are only copies of standalone
statements. The management reply was, "the subsidiary company is
incurring losses & provision has been created against the investment ,butin
reality the losses have not wiped off the proportionate share of the
investing company. In our opinion, the results should have been
consolidated to the extent of its proportionate share.

The financial statements for the FY
2020-21 have been prepared after
complying with the Ind ASs as
applicable to the Corporation, to the
extent possible. For example Ind AS 1,
2,7,8,10,12,16, 19, 21, 24, 27, 28, 33,
36, 37, 38, 40, 105, 107, 108, 110, 113,
115and 116 have been complied with.

As per sub-section 2 of section 129 of
companies act 2013,further
substituted by the Companies
(Amendment) Act, 2017 :- Amendment
Effective from 7th May 2018.

"Where a company has one or more
subsidiaries or associate companies, it
shall, in addition to financial statements
provided under sub-section (2), prepare
a consolidated financial statement of
the company and of all the subsidiaries
and associate companies in the same
form and manner as that of its own and

117
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in accordance with applicable
accounting standards, which shall also
be laid before the annual general
meeting of the company along with the
laying of its financial statement under
sub-section (2)"

Applicable accounting standard in
case of joint venture is Ind AS 28
"Investments in Associates and Joint
Ventures" which states equity method
for consolidation in case of Joint
venture.

As per Para 38 of Ind AS 28 - If an
entity's share of losses of an associate
or a joint venture equals or exceeds its
interest in the associate or joint
venture, the entity discontinues
recognising its share of further losses.
The interest in an associate or a joint
venture is the carrying amount of the
investment in the associate or joint
venture determined using the equity
method together with any long-term
interests that, in substance, form part
of the entity's net investment in the
associate orjointventure.

As per Para 39 of Ind AS 28 - After the
entity's interest is reduced to zero,
additional losses are provided for, and
a liability is recognised, only to the
extent that the entity has incurred
legal or constructive obligations or
made payments on behalf of the
associate orjointventure.

HPPCL had initially recognised the
investment at cost of Rs. 3.38 Crores
(no. of shares 33,80,000 having face
value Rs. 10 each). However, owing to
the joint venture being involved in
litigation and also no business
operation was conducted since 2007,
consecutively no profit has been
earned up till now. Thus, considering
these factors, HPPCL reduced its value
of its investment to zero by recording
provision in the FY 2016-17 duly
approved by management in this
favour. Since, the book value of
investment is zero and the joint
venture "Himachal EMTA Power Ltd." is
incurring losses and our share in
profit/lossin EMTA is 50% due to which
our share of loss in the joint venture
exceeds our investment value. Thus, in
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pursuance to para 38 of Ind AS 28,
HPPCL can discontinue recognition of
investment.

As HPPCL has already provided for the
loss, because of non-realisable value of
the total investment therefore, there is
no requirement of recognising further
losses.

Hence the consolidated financial
statement and standalone financial
statement will remain the same.

3.PropertyPlantand Equipment Note 2.1

i) We invite attention to previous year report Note No 2.59 wherein its
stated that the Company is in possession of forest land at, Sainj HEP,
Shongtong 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. This observation was also reported
in previous year report.

The provision for lease amount of
forest land has been booked on
31.03.2022.

ii) We Invite attention to Note no 2.68 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 Sainj HEP has entered into agreement to lease out the land from
the above land in possession to AFCONS Infrastructure Limited Lease
agreementin the month of September 2019 for four years.

HPPCL vide its letter no. HPPCL/F&A/
Misc. (HPSEBL) / 2022-13298-13305
dated 05.12.2022 has requested to MD,
HPSEBL, Shimla to convey its
acceptance for payment of Rs.
45,99,50,440/- in the shape of equity
Share capital. The response in this
regard is still awaited.

(i) As reported by earlier auditors the Renukaji HEP has accounted for Rs.
31,911 Lakh on account of compensation paid for the land. The Himachal
Pradesh Electricity Regulatory Commission Hydro Generation Tariff
Regulation has provided that the Depreciation @ 3.34% is leviable on
submerged Land. The HP CAG issued comment on the same in the
Supplementary auditfor the year 2016-17.

As per management, depreciation will be charged only after the land is
submerged, asitis not submergedason31.3.2021.

As per HPERC Notification No.
HPERC/SLDC/479: regulations Part V,
dated 01.04.2011, vide Section 22,
Clause 4 "Depreciation shall be
calculated annually, based on the
Straight Line Method and at the rates
specified in Appendix-ll, to these
regulations. The Value base for the
purpose of depreciation shall be
original cost of the asset. Land is not a
depreciable asset and its cost shall be
excluded while computing 90% of the
original cost of the asset." and as per
Appendix IlI, Regulation 22,
Depreciation Schedule, Land owned
under full ownership is 0.00%. In this
respect the CERC Regulations No.L-
1/144/2013/CERC dated 21.02.2014,
related to (Terms and Conditions of
Tariff), may also be referred please.

At Renukaji HEP, HPPCL has
acquired/purchased 947.57 Hectares
private land and has full ownership.
Hence, it is opined that no
depreciation is applicable on this land.

TV ()
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As far as depreciation @ 3.34% is
concerned, it is applicable in case of
Land under lease for (a) Investment in
land and (b) for cost of clearing site.
Further, if the depreciation @ 3.34%
under straight line method is to be
charged on the submerged land (both
under full ownership and under
leasehold), in this context, it is
submitted that, it is not clear whether
depreciation is to be charged from the
date of purchase/diversion of such
lands or from the date when it will be
submerged i.e. from date of
commissioning of the project. It is,
further informed that the cost of land
which shall get submerged was not
finalised/ceased till the finalisation of
the Annual Accounts, due to pending
enhancement related litigations
before the Hon'ble Court.

iv) No effect has been given by the managementin the financial statements
to the comments issued by CAG of India dated 23-8-2022 on financial
statements for the yearended 31.3.2020.

The necessary compliance to the CAG
audit has already been made.

v) Similarly, the management instead of providing information on earlier
years qualifications by statutory auditor it claims that these pertain to prior
period and currentyearauditors has to do nothing on this.

The requisite information pertaining
to prior period and current year has
already furnished during the conduct
ofaudit.

vi) 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 Lakh has been less
charged on the above and the Property Plant and 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. Asinformed by the management,
no effect has been given in financial statements as the land has not yet
been submerged & effect may be given after the land is submerged.

In this regard it is submitted that the
trees and structures are also part of
land purchased/acquired by HPPCL
and as per abovementioned HPERC
Notification No. HPERC/SLDC/479:-
regulations PartV, Section 22, Clause 4
the depreciation is not applicable for
the compensation paid.

4. Capital Workin Progress 2.2

(I) We Invite attention to Note No 2.74 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.

Statement of fact. No comments
required.

ii) The Sainj Unit has paid Entry Tax amounting to Rs. 544 lakh from
September 2010 to December 2016 to HCC Limited. As per the Himachal
Pradesh Entry Act 2010 the dealer paying the entry taxis 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

The amount shall be recovered, if any,
from the dues payable to the
contractor on final settlement of
payables & receivables of the
contractor, as the final settlement is
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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
HCC has gone into court case and the amount is of non recoverable nature
as the amount is not recovered till date. Thus provision for the same is
required and provisions are understated to the extent of above. No action
has been taken by the management although reported by previous year
auditors.

still pending.

iii) Reported by previous auditors 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 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 current assets are understated to the extent of above. The
observation is continuing since 2016-17 and the amount is not recovered
till date hence a provision for the same is required. Thus expenditure is
understated to the extant of above.

During the investigation stage, the
Kashang HEP Stage-l (65MW) was
under the administrative control of the
HPSEB Limited. The loan agreement
worth Rs 200.00 Crores was executed
between HPSEB Limited and Power
Finance Corporation Limited (PFC) for
the execution civil and transmission
work of the Kashang HEP Stage-I (65
MW) and the PFC released Rs 30.00
Crores during the FY 2003-04 as
advance/ revolving fund to HPSEB
Limited. Later on the project was
transferred to HPPCL and assets and
liabilities were taken over by HPPCL
from KKPCL/HPSEBL along with the
loan from PFC as per figures reconciled
with HPSEB on 08.11.2012. The
summary of the sameisasunder:-
Total Expenditure incurred by HPSEB
onKashangHEP Rs 15094.36 Lakhs.
Less: Expenses on Transmission Line of
IKHEP Rs. 6585.48.Lakhs

Net Assets Taken over by HPPCL
Rs.8508.88 Lakhs

Less Loan Taken over (2850+848.70) by
HPPCLRs.3698.70 Lakhs

Net Amount Payable to HPSEBL  Rs.
4810.18 Lakhs.

Hence, the Transmission Line 200KV
DC from Kashang to Nathpa was not
taken over by HPPCL, however the
outstanding loan of PFC was taken
over by HPPCL at the time of merger,
which was further adjusted at the time
of issue of equity shares to HPSEB
Limited. Therefore, the liability of loan
of PFC and interest accrued thereon
after the merger was to be borne by
the HPPCL. The matter is also taken up
with HPSEBL and HPPTCL
management vide this office letter
dated 09.03.2023.

TV ()
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5.Non-Currentinvestment Note 2.5

(I) We invite attention to Note No.2.49, 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 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 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.”

Statement of facts, hence requires no
comments.

ii) The Company has made provision for doubtful investments amounting
to Rs. 337.50 lakhs in the books of accounts. The accumulated losses
(proportionate) of this company are less than the paid up capital, but the
management failed to consolidate the results of this company in its
financial statements.

HPPCL had initially recognised the
investment at cost of Rs. 3.38 Crores
(no. of shares 33,80,000 having face
value Rs. 10 each). However, owing to
the joint venture being involved in
litigation and also no business
operation was conducted since 2007;
consecutively no profit has been
earned up till now. Thus, considering
these factors, HPPCL reduced its value
of its investment to zero by using
Equity method for consolidation in
case of Joint Venture as per IND AS 28.
Since, the book value of investment is
zero and the joint venture “Himachal
EMTA Power Ltd." is incurring losses
and our share in profit/loss in EMTA is
50% due to which our share of loss in
the joint venture exceeds our
investment value. Thus, in pursuance
to para 38 of Ind AS 28, HPPCL can
discontinue recognition of
investment.

iii) 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 yearunderreview.

Statement of facts, requires no
comments.

iv) We invite attention to note 2.79 where in the Enforcement Directorate
has attached the assets of the Himachal Emta Private Limited amounting to
Rs.259 Lakh.The Directors report of the Himachal Emta Limited for the year
2018-19 stated that the CBI has filed charge Sheet accussing the two
Directors of the company Sh Ujjal Kumar Upadhaya and ShBikas Mukherji
in the matter pertaining to the allocation of Gourangdih ABC coal Block by
misrepresentation of facts. The ED on the basis of the Charge sheet filed has
attached the assets of the Gourangdh Coal Limited considering them to be
proceeds of crime under Prevention of money Laundering Act 2002.At
present the case is pending with the Supreme court of India against the

The disclosure of the same has been
madeinFY 2021-22.




ANNUAL REPORT 2020-2021

attachment order. No Disclosure of the same has been made in the notes to
accounts.

HIMACHAL PRADESH POWER CORPORATION LTD ii

I AN
e
POWER GORPORATION £

6.0ther Non-CurrentFinancial Assets Note 2.10

()The Chirgaon Unit is 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.

Transfer of title of the land is under
process.

ii) The Shongtong HEP, has paid Rs. 44.06 Lakhs (previous year Rs. 44.07
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 extent of above. Out of this Rs. 946800 has been
recovered on 27-6-2022.Balance Rs.3354520/-.

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.
Out of Rs. 44.07 lakhs, Rs. 33,54,520/-
stands recoverable from the parties as
ondate.

iii)(@) We invite attention to Note No 2.71 where in it is stated that the
amount recoverable from contractors includes a sum of Rs. 11183 lakhs
(previous year Rs. 11214 lakhs) recoverable from Coastal Projects on
accountofriskand 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.

The Management has informed the previous auditors through a letter from
the Director Finance dated 9th June 2021 that in case of non recovery of the
amount from the contractor the same will be charged to the cost of the
“Main Civil Works" after obtaining the necessary approval from the Board of
Directors.

We suggest that the Management should take approval from the BOD
regarding charging of the amount recoverable from the contractor to the
“Main Civil works” in case of the non recovery of the amount due from the
contractor at subsequent Board Meeting. The same is required as per the
requirement of IND As so that the above cost will become part of the cost to
bring the assets to location and condition necessary for it to be capable of
operatinginthe mannerintended by the Management.

The company is not the secured creditors of the Coastal Projects and the
company has not shown to our verification any documents in support of
their claim that the amount recoverable from the coastal projects are fully
secured and there is full probability that the amount will be fully recovered

The current recoverable amount from
Coastal Projects against such risk &
cost as on 31.03.2022 is Rs. 129.92
crore, for which necessary provision for
doubtful debts is taken in books of
accounts. The Lender Banks of the
Contractor had filed liquidation
proceedings with Ld. NCLT and the
company had filed claim of Rs.405.67
crores against the contractor. But,
recently on dated 18.04.2023, Ld. NCLT
at Cuttack Bench has dismissed the
case and claim of Rs. 405,67,17,107/-
has been rejected and Rs. 1/- alone
admitted by the respondent. However,
this matter is also pending before the
Hon'ble High court of H.P. against the
Arbitration award.

TV ()
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inthe nearfuture.

In our opinion as the amount is doubt full of recovery necessary provision
should be made in the books of accounts. Thus, Other Non-Current
Financial Assets are overstated to the extent of above and Capital work in
progressis understated to the extent of above.

b) Reported by previous auditors .the unit has not charged the GST on the
amount of the Rs. 3,287 Lakh charged to the Coastal Projects on account of
Risk and Award Cost charged to the contractor. Thus GST amounting to Rs.
592 Lakh has not been charged on the above on account of reimbursement
of expenses and liability is understated to the extent of above.

As the amount recoverable is
contingent, no GST has been levied on
it. Further the GST, if leviable, shall be
recovered from M/s Coastal Projects,
hence is not Corporation's expense.
Further being part of the capital
expenditure, if the amount charged to
M/s Coastal Projects, does not realise,
the same shall be capitalised.

c) The Company has debited the amount of service tax payable by the
company amounting to Rs. 65.30 Lakh to the service tax authorities and the
same has been paid by the company in its own service tax number under
theViswas seVivad Scheme. The Liability of payment of the service tax was
ofthe company inthe pre GST period which was Charged from the HCC on
account of Rent Charges of use of Machinery of the Coastal Projects by the
HCC. The Amount was credited to the Costal Projects without depositing
the service tax from the rent credited to the Coastal Projects. Thus the
services are covered Under Principal agent relationship and GST has to be
charged on the same and a sum of Rs. 11.70 Lakh is to be paid as GST on the
above.The Liability is understated to the extent of above.

Same as above.

d) Furtherthe Company has filed a claim of Rs. 40,736.90 Lakh inclusive of
interest with the NCLT against the Coastal Projects Limited as the
contractor company has gone into liquidation which is in the nature of
Contingent Assets and same has been disclosed as Contingent Assets as
perNote 2.42.The matteris pending with the NCLT.

Amount recoverable from contractors
includes a sum of Rs.129.92 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 had filed liquidation
proceedings with Ld. NCLT and the
company had filed claim of Rs.405.67
crores against the contractor. Provision
for doubtful amount for recovery has
been made for Rs.129.92 Crores in the
Books of Accounts as on 31.3.2022,
keepingin view the bleak realization of
such recoverable amount. But,
recently on dated 18.04.2023, Ld. NCLT
at Cuttack Bench has dismissed the
case and claim of Rs. 405,67,17,107/-
has been rejected and Rs. 1/- alone
admitted by the respondent. However,
this matter is also pending before the
Hon'ble High Court of H.P. against the
Arbitration award.

iv) We invite attention to Note No 2.65 where init is stated that the company
has not made a provision for Rs. 103.24 lakhs (Previous Year Rs.103.24

The amount shown as recoverable
can't be declared as doubtful as the
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Directorate of Energy is rigorously
pursuing the matter with proponent
vide latest letter dt. 10.06.2022 for re-
imbursing theamountto HPPCL.

v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit
work. The HPSEB has fully utilised the advance and given the Utilisation
certificate to the company. As per management the material is still laying in
control of HPSEB & till it is handed overit cannot be capitalised.

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 submitted to
that effect by HPSEBL. Adjustment of
advance is pending in Books of
Accounts due to works executed are
still being verified by project
authorities (as intimated vide UC).The
assets will be capitalized after the
verification from HPSEBL.

v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit
work. The HPSEB has fully utilised the advance and given the Utilisation
certificate to the company. As per management the material is still laying in
control of HPSEB & till it is handed over it cannot be capitalised.

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 submitted to
that effect by HPSEBL. Adjustment of
advance is pending in Books of
Accounts due to works executed are
still being verified by project
authorities (as intimated vide UC).The
assets will be capitalized after the
verification from HPSEBL.

(vi) Grant Receivable

In case of Gyspa HEP, we invite attention to Note No 2.67 where in itis stated
that company is showing Rs. 608 lakhs (previous year Rs. 608 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 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,
shallnotberecognised untilthere is reasonable assurance that:

(a) the entity will comply with the conditions attaching to them; and

(b) The grants will be received.

Statement of facts requires no
comments.
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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 be received. Receipt of a grant does not of itself provide
conclusive evidence that the conditions attaching to the grant have been
orwill befulfilled.”

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.

(vii) 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 2.51).The following
are details of the advances P

T T T

1. Patel Engineering 7,665.00 4,852.00
Andtriz Hydro 1,669.00 1,789.00

2.

The recovery of Mobilization advance
as per contract agreement PCC Clause
No. 14.2, wherein deduction of
mobilization advance started from the
IPC following the total of all IPC
certified to contractor has reached to
30% of the Contract price as such the
amount of Rs. 6843 Lakh on a/c of
Mobilization advance is recovered
from M/s PEL on 30.04.2023. The
balance payment will be recovered
from the subsequent IPCs till the
complete recovery, which shall be
completely repaid prior to time when
90% of the contract price has been
certified for payment.

The advance given to M/s AHPL is
adjusted/ recovered from the invoices.
An amount of Rs. 1669 Lakh on a/c of
Mobilization advance is recovered
from M/s AHPL upto 30.04.2023. The
balance amount Rs. 1381.09 will be
recovered / adjusted as and when
invoices of works executed are
certified for payment to the contractor.
Discounting can't be done at this stage
as the actual date of 90% of the work
executionis notascertainable.

(viii)  The Shongtong unit is showing advance of Rs. 35.49Lakh (Previous
Year Rs. 154 lakhs) to HPSEB as on 31st March 2021 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. 35.49 lakhs and
CWIP are understated to the extent of above. Utilisation certificate received
on 15-11-2022.

The advance has been fully adjusted in
the FY 2022-23.
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ix) The Sawra Kuddu HEP is showing a sum of Rs. 485 lakhs (Rs. 714 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 Rs. 485 lakhs and CWIP are
understated to the extent of above.

The amount of Rs.440.10 lakh is
recoverable from HPPTCL and has
already been transferred to the
recoverable account and will be
adjusted accordingly. The remaining
amount will be adjusted after the
receipt of utilisation certificates.

x) The Chanju Ill has not capitalised the advance to HPPTCL for design and
survey workamounting toRs. 17 lakhs for want of utilisation certificate.

100 % advance payment against the
deposit work for carrying out
preliminary/ detailed survey
alongwith preparation of Forest
clearance cases and PTCC cases for the
construction of 132KV D/C
Transmission lines from Chanju-Ill HEP
to Chanju-lindistrict Chamba of H.P.
Matter regarding completion of works
are being discussed regularly in
Monday meeting, accordingly
Director(Projects), HPPTCL vide this
office letter no HPPCL/GM/RCP/G-
21/2022-2/34-39 dated
05.04.2023(latest) has been requested
for early completion of works. As the
work is still in progress and advance
issued to HPPTCL will be adjusted only
after the completion of the work.

xi) The Deonthal Chanju has not capitalised the advance to HPPTCL for
design and survey work amounting to Rs.13.00 lakhs for want of utilisation
certificate.

100 % advance payment against the
deposit work for carrying out
preliminary/ detailed survey
alongwith preparation of Forest
clearance cases and PTCC cases for the
construction of 132KV D/C
Transmission lines from Chanju-Ill HEP
to Chanju-lindistrict Chamba of H.P.
Matter regarding completion of works
are being discussed regularly in
Monday meeting, accordingly
Director(Projects), HPPTCL vide this
office letter no HPPCL/GM/RCP/G-
21/2022-2/34-39 dated
05.04.2023(latest) has been requested
for early completion of works

Workisin progress and advance issued
to HPPTCL will be adjusted only after
the completion of the work.

xii) The Sainj unit is showing Rs. 3624 recoverable from State Pollution
Department but the expenditure has not been booked. Utilisation
certificate yet to be received.

HPSPCB has submitted the utilization
certificate (UC) and now UC for an
amount of Rs. 3,624/- is required,
which will be utilized inthe FY 2023-24.
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xiii) The Sainj unit has shown Rs. 9 Lakh 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
thatextant.

Necessary correspondence in this
respect is being done with Directorate
of Energy. The amount shall be settled
accordingly. Further the amount
pertains to infirm sale and shall affect
the capital value of assets, hence does
not affect Profit & Loss Account.

xiv) The Sainj unithas shownRs. 6.63 Lakh(Previousyear 131 Lakh).

The amount stands recovered from the
contractor as on 01.03.2022 and now
onlyRs.6.63 lakhs stands recoverable.

xvi) The Sainj unit has booked advance to HPSEB amounting to Rs. 5.29
Lakh which is of non recoverable nature and should have been charged to
the CWIP. Thus Current advances have been overstated to the extent of
above asthe amounthas not been recovered and adjusted till date.

Sr. Executive Engineer Division
HPSEBL, Thalout has been requested
to submit the utilization certificate of
deposited fund (Rs. 5.29 Lakh Only)
vide this office letter No.
HPPCL/SHEP/SM(B/HM)/Gen/2020-
21-338-339 dated 11.09.2020 followed
by areminder of even No.458-59 dated
17.10.2020 and letter No. 296-98 dt.
29.08.2022. It can be settled only on
receiptof UC.

xvii) The Sainj unit has booked advance to XEN IPH amounting to Rs. 4.65
Lakh which is of non recoverable nature and should have been charged to
the CWIP. Thus Current advances has been overstated to the extent of
above astheamounthas not been recovered and adjusted till date.

X-En, Jal Shakti Department, Division-II
Kullu at Bhunter has been requested to
start the work at the earliest for which
Rs. 4.65 lakh has already been
deposited vide this office letter No.
HPPCL/ SHEP/SM(B/HM) / Gen/ 2020-
21-336-337 dated 11.09.2020 followed
by a reminder file of even No.462-63
dated 17.10.2020 and letter No. 293-95
dt.29.08.2022. It can be settled only on
receiptof UC.

xviii) The Sawara Kuddu Unit has debited Rs. 41 lakhs to Patel Engineering
on account of Risk and award cost of the work done during the year 2017-
18.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 is shown as
recoverable from M/s PEL and now the
said case of recovery is subjudice at
Hon'ble High Court of HP, hence can't
be shown as doubtful at this stage.

xix) The Chaniju Il has not capitalised the amount of Rs. 187 Lakh paid to
HPSEBL, as the work has not been completed.

100 % advance payment for
strengthening of existing Power
Supply Lines, has been released to
HPSEBL against the deposit work
estimate submitted by HPSEBL. This
office has requested to HPSEBL vide
letter no HPPCL/GM/RCP/G-19/2022-
23 5044-51 dated 15.02.2023 for early
completion of works and to submit the
utilization certificate of advance
issued.

However the works of 5 nos of sites out
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of 6 nos of sites is almost complete and
the balance work is in progress.
Advance will be adjusted on
completion of balance work and
issuance of final utilization certificate
by HPSEBL.

xx) The Deothal - Chanju has not capitalised the amount of Rs. 187 lakh paid
to HPSEBL, as the work has not been completed.

100% advance payment for
strengthening of existing Power
Supply Lines, has been released to
HPSEBL against the deposit work
estimate submitted by HPSEBL.

This office has requested to HPSEBL
vide hthis office letter no
HPPCL/GM/RCP/G-19/2022-23 for
early completion of works and to
submit the utilisation certificate for
advanceissued.

However the works of 5 nos of sites out
of 6 nos of sites is almost complete and
the balance work is in progress.
Advance will be adjusted on
completion of balance work and
issuance of final utilization certificate
by HPSEBL.

7.Inventory Note 2.11
Reported by previous auditors the Kashang stage 1 Unit is showing the
followinginventories at the close of the year.

T R N

1. 2000000751 G.I. Pipe 80 mm® 248.3 Rmt 1,06,140.80  Transferred from HPSEB
2 2000000744 Portable Magzine 4 Nos. 1,55,567.00  Transferred from HPSEB
3 2000000765 Steel Tubler Pole 10 mtr. 42 Nos 4,51,035.90  Transferred from HPSEB
4. 2000000727 Angle Iron 100x100x6mm 17.787 M 6,06,688.42  Transferred from HPSEB
5 2000000766 ACSR Conductor 14,078 M 6,22,205.05  Transferred from HPSEB
6. 2000005637 Needle Tips & Seat Ring 1 Set 16,60,593.94  Spares for Eand M work

T I ]

The Item from Sr no 1 to 5 amounting to Rs. 19.41 Lakh has to be shown at
Net Realisable Value and the necessary provision of obsolescence has to be
made. No information in respect of the same has been provided to us.
Theitem at Sr.no 6is spare of the Turbine and has be shown under Property
Plant and Equipment's& as such should be depreciated along with the
plant.

Thus Inventory is overstated to the extent of Rs. 16.60 Lakh and property
Plantand Equipment'sis understated to the extent of above.

The item at Sr. No. 1 i.e. pipes shall be
used in the future for making provision
for supply of drinking water from
power house to power house stores.
For, the item at Sr. No. 2, the case for
write off of the said item has already
been approved and case has already
been moved for approval of scrap sale
of the said item(s). The item will be sold
as scrap positively within this financial
year once the approval for scrap sale of
the saiditemis obtained.

The items at Sr. No. 3 i.e. 20 No. Steel
Tubular Poles have already been used
in the work of restoration of 22 kV
power supply at intake site and the
remaining are kept as spares for
emergency restoration of the said
supply.

The item at Sr. No. 4 stands issued to
IKHEP Stage-Il & lll upon their request
and nolongerstandsin theinventory.
The item at Sr. No. 5 - 2000m
conductor has already been used in
the work of restoration of 22 kV power
supply at intake site and the remaining
is kept as spares for emergency
restoration of the said supply.
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The Needle Tips & Seat Ring i.e. item at
Sr. No. 6, is a mandatory spare for
Turbine of the machine and one or two
set of the same are kept as extra for
immediate replacement to avoid
generation loss in case of the erosion
of the already installed component.
This spare is required to be replaced
every year due toits erosion during the
monsoon season resulting from heavy
silt inflows. Therefore the uses period
and future economic benefit derived
from spare part are limited only up to
one period and according to Ind AS 16,
The spares parts, stand-by equipment
and servicing equipment qualify as
Property, Plant and Equipment when
an entity expects to use them over the
period of more than one year. Hence
the spares available to use in store
does not qualify the condition to be
shown under Property, Plant and
Equipments.

8.Trade Receivables Note 2.12
Trade receivables are subject to confirmation & reconciliation

Reconciliation with HPSEBL regarding
the amount payable and receivable in
under process.

9.0ther Current Assets Note 2.17

(I) The Sawara Kuddu unit has not shown the amount recoverable from
Patel Engineering on account of recovery of concrete cuttingamounting to
Rs.77.50 lakh (previous year Rs.84 lakhs). The case is reported to be in High
Court.Inouropinion the other Current Assets are understated to the extent
of above and CWIP is overstated to the extent of above.

Same reply as above Point 4 (xix).

10.Non-Current Other Financial Liabilities Note 2.22
(i) LongTermBorrowings

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. In our opinion the Company
has defaulted in payment of instalments and interest to the state
government which is holding 39.76 %(Previous Year 39.56 %) of the equity.
However there is no other default in payment of loan and interest to any
other Financial institutions/Banks. The Company has not complied with
Requirements of the IND AS 20 Accounting of the Government Grant which
states that the any concession from the government should be added as
addition to the costand should be credited to the revenue.

The Govt. of H.P has allowed
deferment of repayment of loan and
interest till 2020-21 vide GoHP letter
dated 30.10.2021.

ii) Theloantothe company was sanctioned by the Central Governmentto
the State Government as 90 % grant and 10 % loan basis has been further
advanced to the company as 100 percent loan which was sanctioned to the
state government under Clean energy program. The Funding of the Grant
to State Government as Loan to the Company has increased the financial
cost Liability on account of interest payable to the State Government. This

The matter for restructuring of loan has
already been taken up with the GoHP
vide letter no. HPPCL/F&A/GoHP Loan
/ 2022-7023 dated 28.07.2022 and is
vigorously pursued with GoHP.
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will increase the cost per unit of the generation of power and will not be
recovered from the consumer and have to be borne by the company. The
charging of the interest will not make the company profitable as it
constitutes 40% to 45% of the revenue cost and the company has not paid
the interest to the state government even after four units are
commissioned and the company is pursuing for the deferment of principal
and interest till 2024 and in earlier year also the deferment has been
granted by the State Government.

The CAG has also raised concern over the same in their report and
suggested that the matter be taken up with the state government to get
the benefit of the Govt of India Policies.
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iii) 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, only after the verifications
from the Engineer-in-Charge (EIC).

11.Non-Current Liabilities Provisions Note 2.25

(i) ForCompany Employees

We invite attention to note 1.20 and 2.45 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 Costin relation to Post Employment defined Benefits planin 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. Neither any policy has been taken nor have
any trust /fund been made for the same. Although this year the company
has created liability on the basis of actuarial valuation.

Adequate provisions have been
created as per the defined Gratuity and
Leave Encashment Plans, adopted by
the Corporation. However, actuarial
valuation of retirement benefits of
Corporation employees has been done
w.e.f.F.Y 2020-21.

(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 and booking of such
provisions are based on the
methodology devised by State/Central
Govt. and on terms & conditions
accepted by both the parties.

12.0therNon-CurrentLiabilities Note 2.25

a) Utilised Grant Renukaji

(I) The Company has incurred following expenditure on the Renukaji
projecttill 31stMarch 2021. (Amountin Lacs)

Tangible Assets 97,435.05 41,262.00
Advances & Deposits with Court 10,320.35 20,725.00
CWIP 7.54 7.54
Incidental Expenses 15,268.25 14,197.00
Advances 186.42

1,23,217.61 76,191.54
Grant Received 71,086.80 76,002.33

71,086.80 76,002.33

Shortfall 52,130.81 189.21

Funds/grants receivable as on
31.03.2021 as worked out are
Rs.1229.37 crores and entry in this
regard has been made in the books of
account.

The cumulative funds/grants received
from CWC and Beneficiary States up to
31.03.2023isRs. 18,76,24,91,207/-.
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The company has passed mere book entries amounting to Rs 470.74 crore
by debiting Land & crediting Govt dues payable to arrive at the above
figures ,although no actual payment has been made against Rs 470.74
crore.

LA Oledgeris showing credit balance of Rs79crore ,& bank a/c on the name
of L A O shows positive bank balance Rs 368.27 Lakh .No reconciliation
statement has been made available to us.

(iii) We invite attention to para 2 (iv) of previous year audit report regarding
allocation of expenses to Renukaji HEP wherein its stated that the
allocation of expenditure of Corporate office and Sundernagar 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 company has allocated Rs.
3487 lakh (previous year Rs. 2870 lakhs) as share of corporate office and
design wing expenses to the Renukaji HEP for current year viz 31st March
2021. In our opinion the amount recoverable from participating states will
be reduced by Rs. 3487 lakh (previous year Rs.2870 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 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. However as informed to us no interest
was earned during the year, as the Company is doing funding of expenses
outof itsown resources.

The proportionate expenditure of
Corporate office and Design Office has
been allocated on the basis of
expenditure being incurred by HPPCL
on Renukaji HEP. As such expenditure
shall form part of the total funds
agreed to be provided by Gol and
beneficiary States, hence prior
approval of booking of every
expenditure being incurred in Renuka
Ji DAM is not required. Further,
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,
hence beneficiary wise booking of
expenditureis not required.

13. Current Liabilities Other Financial Liabilities Note 2.22

(i) The Liability on account of Retention Money, Security Depositand 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.

Current Liabilities on account of
Retention money, Contractor and
Suppliers dues payable are being
cleared on regular basis and Portion of
Security deposits also released to
vendors time to time. Confirmations of
Balance payable as on 31st March
2021, 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 /
reconciliation 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 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

The liabilities against EMD, Retention
Money, Security Deposit and other
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very weak and should be strengthened and the liabilities should be
assessed atfresh and should be charged to revenue in appropriate cases.
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dues payable are released to the
Contractors only after claims are
submitted to the concerned
Engineering-in-charge (EIC) for its
verification.

iv) The Other Financial Current Liabilities includes Rs.80.07 lakhs (Previous
Year Rs.75.87 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 of the Management.

v) The Sawra Kuddu unit has made a provision for CAT Plan Expenses on
04th January 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 extent of above.

The amount is of the nature of current
liability as same shall be released on
receipt of utilization certificate of the
previously paid amount.

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 2.63). Thus, current liabilities are understated
tothe extent of above.

Matter being sub-judice, has been
shown under contingent liabilities
under Note on Accounts No. 2.63.
Hence does not affect P &L Account.

vii) Local Area Development Fund: -

We Invite attention to Note 2.69 where in the company has not made any
provision of amount payable to LADA fund on account of increase in cost of
the Projects ,as final cost determination of commissioned projectsis under
process

In case of Sainj and Sawra Kuddu HEPs,
the provision of the balance amount of
LADA has been made in the books of
accounts in the FY 2019-20 and F.Y.
2020-21 respectively. In case of
Kashang Stage-Il &I, amount payable
against LADF is being deposited
regularly. Due to ongoing works at
project ends and final project cost not
yet arrived at, hence the exact amount
of final instalment is not determinable
at this stage. The marginal amounts,
remaining to be deposited are subject
to further adjustments and shall be
accordingly provided/ released.

viii) Reported by previous auditors the Kashang Unit has not Charged GST
on the Liquidation Charges amounting to Rs. 534.42 lakhs on Rs.2,969 Lakh
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.The observation was also reported in the previous year
also. Thus the current liabilities and understated to that extant and other
non currentassetsis also understated to that extant.

GST Act 2017 came into force w.e f. 1st
July 2017 and the Liquidation Charges
pertains to Pre-GST period and were
recorded in the books of Accounts in
the FY 2016-17 vide SAP Document No.
113550 dated 31.03.2017, hence the
GST was not applicable on the date of
transaction and accordingly no GST
was charged on LD Charges. Further,
this has not been reported in the GST

TV ()
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Audit Report by the GST Auditors.

ix) The Swara Kuddu HEP has transferred land measuring 0.9224 hectare to
the HPTCL for the construction of 220 KV Switching Station at Hatkoti. The
Company has received, Rs. 916 Lakh as cost towards the cost of land in the
month of November 2018.The company has handed over the possession of
the land to the HPTCL but has shown the amount as advance from the
customers and the sale deed for the same has not been executed so far. In
our opinion the advance has to be adjusted with the cost of the land and
the deposit with the court. Thus current liabilities are overstated to the
extent of Rs. 916 Lakh. Pending execution of transfer deed cannot be
credited toland.

A sum of Rs. 5.00 Crore was received
from GoHP on account of Equity
Contribution towards Kishau Dam
Project. In this regard, a sum of Rs. 0.75
Crore. The management of HPPCL
decided to contribute the due amount
towards KCL on account of Equity
Contribution of GoHP only after UJVNL
deposits their respective share.
Subsequently, upon receipts of
instructions and corresponding
approval(s) from the authorities the
due sum was released in parts to KCL
0on 03.12.2020.16.07.2021&07.10.2021,
and as on date, entire due amount
stands remitted to KCL.

x) The Sainj Unit has shown a sum of Rs. 519 Lakh as amount payable to
Voith Hydro. The HEP has not provided to us the details in respect of the
same and nor any confirmation from the supplier has been provided. The
Amount is payable since 2017 and the same has not been paid till the date
ofthe audit.Thus the liabilities are overstated to the extent of above.

The reconciliation of the accounts in
respect of E&M package of Sainj HEP is
in progress. All the pending dues
payable to M/s VHN shall be settled
only atthe time of final settlement.

14.Generation & Sale of Power
i) Note no 2.60The company is showing only net sale instead of gross sale.

Sale of power entries have been taken
into books as per instruction issued by
SoP department vide letter No
.HPPCL/SoP/13%FP/Kashang HEP/
2017 -9731-38 dated 24.07.2018. As
per ibid letter HPPCL is entitled for
selling only 87% of the power and 13%
Royalty Power of GoHP has to be
provided in the shape of free power
(free of Cost) at Bus bar of the project.
Therefore, accounting of revenue
generated from sale of 87% of Power
including UI/DSM etc. is to be
accounted for in the Books of
Accounts. 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 2.60 may
bereferred.

ii) The Beradol Solar Power unit while fixing the tariff rate has adopted
HPREC AD benefit Rate of Rs 4.31 per unit while approving the Tariff Rate
with HPSEB. The Corporation is not availing the advance deprecation
benefit thus Tariff rate of Rs. 4.79 per unit is applicable to the corporation.
Thus Sale of power as well debtors is understated to the extent of Rs. 39.89
Lakh.

Since the corporation is incurring
continuous losses, therefore, no tax is
being paid by the corporation. Evenifit
is considered at Rs. 4.79 per unit, it
would not be having any impact as
there is no tax liability arising due to
corporation losses.
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15. Apportionment of expenditure and Income of Corporate Office
and Sundarnagar

1) Expenditure of Corporate Office and Sundarnagar

We refer Significant Accounting Policy no 1.6 g and Note no 2.60.The above
apportionment is not in line with the accounting policy referred in note
1.6g which states that the "The Expenditure of Corporate office and
Sundarnagar design office is allocated to different accounting units on
systematic basis." 15% charged to Renukaji & balance to other units in
proportion to expenses incurred. 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 or on the basis of expenditure
incurred proportionately. 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.

Keeping in view practicability, the
allocation has been done accordingly.
The methodology has been disclosed
inthe Notes on Accounts No. 2.60.

ii) Income of Corporate Office and Sundar 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: -

- Fundsreceived for Equity

- FundsforRenukaji Project

- Imprest Funds for ADB Funded Projects State Govt Loan

- Intereston FundsWith LAO

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

Similarly, expenditure has been allocated alongwith HO to other units.

The allocation of interest earned on
short term bank deposits (made out of
idle funds) have been allocated on the
basis of the approved practice.

16.Provision forIncome Tax

We invite attention to Note No 2.70 where in no provision has been made
by the company forincome tax during the year under review.

We also invite attention to note 2.58 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. 7557 lakhs (Previous Year Rs. 8,874.50 lakhs (refer note 2.10).In view of
the uncertainly involved and the matter is sub- judice we are unable to
comment on the recoverability of the above amount and its effect on the
Financial Statements.

No provision for income tax liabilities
has been made, as the company has
brought forward losses and
unabsorbed depreciation as per
Income Tax provisions. During the year
also, the companyisin loss.

17.Quantitative Detailsin respect of energy generated and sold

We invite attention to Note 2.53 where in the Company has stated that it
has installed capacity of 281 MW as on 31st March 2021. The company has
capacity 65 MW *3i.e. 195 MW but water supply was only for one turbine at
Kashang stage | against installed 3 turbines. and the installed capacity of
the Sainj HEP is 100 MW and one solar unit with the capacity of 5SMW
.However the installed capacity at Kashang is not utilizable in the absence
of water as the stage Il &lll are under construction. Out of 3 turbines water is
sufficient for running one turbine only. For rest 2, work is in progress. Sawra
Kuddu HEP hasinstalled capacity of 111 MW.

No provision for income tax liabilities
has been made, as the company has
brought forward losses and
unabsorbed depreciation as per
Income Tax provisions. During the year
also,the companyisin loss.

18.Profitand Loss Account

(i) Oand MDisaster Management

Reported by previous auditors the Sainj Unit has booked the cost of
hooters and other expenses amounting to Rs. 45.35 Lakh as expenditure

The necessary rectification entry has
been madeon 01.04.2021.

TV ()
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during the year under review which are of Capital Nature and has to be
capitalised by the HEP. Thus expenditure is overstated to the extent of
above and property plant and machinery is understated to the extent.
Claimedto be done during 31-3-2022.

(ii) Priorperiod Expenses

The Company has charged the prior period expenses during the year under
review to the profit and loss Account. The Following are the year wise
Bifurcation of the same.

s for the year 2017-18 1,11,53,227.00

2. Period erlier then 2017-18 1,98,39,249.00

As per IND AS 8 Accounting Policies, Changes in Accounting Estimates and
Errors , the errors has to be rectified retrospectively in the Financial
Statements as if the error had never occurred. If the error pertains to period
earlier then previous year then the third Balance sheet has to be prepared
as opening Balance Sheet. Refer Note 1.25 of the Significant Accounting
Policies of the company which has not been complied with. In our opinion
the Company has not complied with the requirements of the IND AS 8.

The prior period expenses of Kashang
Stage-l amounting to Rs. 68,90,845/-
and Kashang Stage Il & Il Rs.
46,78,699/- only have been charged to
P&L account. These expenses have
been charged for the compliance
made to the CA&G audit observations
for EY. 2020-21 and Statutory audit
observation for F.Y. 2017-18
respectively. Compliance to Ind AS 8
has been ensured wherever
applicable.

19.Income Tax Appeals with the High court in respect of Chargeability
of Income Tax on Interest on Fixed Deposits kept as short-term
Investments.

Reported by earlier auditors, 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
asadditional grant from the Agencies.

The income tax authorities are considering such income as taxable income
and are being charged as taxable Income of the Company.

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.

Thisis as per the approved policy of the
management. However this interest
income is to compensate the
corresponding escalation cost and
borrowing cost etc. of the period for
which the funds remained idle, due to
obstruction of awarded work, for
reasons attributable to the
Corporation.

20. Disaster Recovery Centre

The Company has installed SAP ERP software for all its projects including
corporate office. The Company has its DRC at Chennai and the same was
closed and shifted to Shimla by M/s Siffy Technology. M/s Siffy Technology
was awarded the contract for the AMC of the DRC for Rs. 1.25 crores and the
reallocating cost of DRC for Rs. 9.67 Lakh. The company has proposed to
shift the DRC from Chennai to Himachal Pradesh at Data Center Site of
HPSEBL at Ponta Sahib or at any other place at Ponta Sahib. The Company
does not find any suitable site at Ponta Sahib thus no Disaster Recovery
Centre of the company is in place till date. We were informed that complete
back up is maintained at head office on fortnightly /monthly & at Govt data

The Data Center of HPPCL has been
now shifted to HP State Data Center at
Mehli Shimla, H.P. and is in operation.
For DRC also arrangements are also
being made by this Corporation with
HP State Data Center to provide
required space at their DRC, which is
located in other seismic zone.
However, at present the Data Back-up
is being saved at two different
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locations to prevent dataloss.

21.Land Court Cases RenukajiJi Project

The Board of Directors in its 75th meeting on meeting 18th March 2021 has
decided not to the file Regular First Appeal in the Hon'ble High Court
against the awards passed by the Lower Courts and against the decision of
the Hon'ble High Court. Refer Note 2.41 Notes where in its stated that the
company has made contingent provision in respect of the awarded
amountamounting to Rs. 168618.40 lakh. The Decision of the company not
to filetheappeal will make the contingent provisions as regular provisions
and thus the provisions on account of land compensation of Renukaji Ji
Projectis understated to the extent of above.

As the decision taken involves long
process to measure the extent of
liabilities involved. Land owners who
may be still aggrieved by such orders
of the Hon'ble Court may delay the
process of final settlements, besides,
being large number of cases for which
liability needs to be calculated, hence
liabilities can't be accounted for at this
stage. However, provision for the same
hasbeen madeupto31.12.2022.

22.An amount of Rs 2585631 1/- paid to Patel Contractor by Kashang stage
under repair & maintenance remained unexplained & will be reported next
year after verification at the site

The matter in this regard was
explained by the project authorities as
well as o/o GM (Civil Contracts)
alongwith all the supporting
documents such as award letter,
approvals etc. However, the physical
verification of the same may be done
during the visit of the auditor at the
project site for conducting the audit
fortheF.Y.2021-22.

23.Changein accounting policy & practice

This the company has changed its practice of creating provision for /cost of
land on the basis of payment to charging /creating provision for land cost
onthe basis of Court cases butfailed to disclose the samein notes

The money deposited with the Honb'le
Court(s), HP has already been
accounted forin the books of accounts,
hence no disclosure in this regard is
required.

Emphasis of Matter

A. Only negligible efforts has been made to remove the qualification raised
in earlier year audit reports and the same has been considered in this year
reportalso.

B. We further draw attention to the following matters in the Notes to the
stand alone Ind AS Financial statements: -

(i) Balances of trade receivables, advances ,deposits ,trade payables are
subject to reconciliation/ confirmation and respective consequential
adjustments.

Most of the observations of the
previous financial years have been
settled.

All out efforts are being made for
reconciliation of the same from
respective departments.

(i) Note No 2.62 to the Stand alone 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. An agreement with PFC has been
executed on 06/10/2021.

Disclosure/explanation to this effect
has been given in the Notes on
AccountsatNote No.2.62.

(iii)  Note No 2.68 to the Stand alone 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.

Disclosure/explanation to this effect
has been given in the Notes on
Accountsat Note No. 2.68.
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Our Opinionis not modified in respect of these matters.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the standalone financial
statements of the current period. These matters were addressed in the
context of our audit of the standalone financial statements as a whole, and
in forming our opinion thereon, and we do not provide a separate opinion
onthese matters.

For each matter below, description of how our audit addressed the matter
is provided in that context. In addition to the matter described in the Basis
for Qualified Opinion section we have determined the matters described
below to be the key audit matters to be communicated in our report.

E Key Audit Matter How our audit addressed the key audit matter

1

Tendering:

Tendering is key audit matter but we
noticed tenders were not floated for
works order costing Rs. 2.58 crore.
Explanation given was evasive. No
estimates were prepared & bills passes.

These will be checked in details& accessed as to controls during
nextyearaudit.

No estimates were prepared.

2 ContingentLiabilitiesand Provisions
There are a number of litigations We have obtained an understanding of the Company's internal
pending before various forums against  instructions and procedures in respect of estimation and disclosure
the Company and the management's of contingent liabilities and adopted the following audit
judgement is required for estimating procedures:
the amount to be disclosed as - understoodand tested the design and operating effectiveness of
contingent liability and for creating the controls as established by the management for obtaining all
adequate amount of provision, relevantinformation for pending litigation cases;
whereverrequired. - discussed with the management any material developments and
We identified this as a key audit matter latest status of legal matters;
because the estimates on which these - examined management's judgements and assessments whether
amounts are based involve a significant provisions are required;
degree of management judgment in - considered the management assessments of those matters that
interpreting the cases and it may be are not disclosed as the probability of material outflow is
subjectto management bias. considered to be remote;
(Refer Note No. 2.41 to the Stand alone - reviewed the adequacy and completeness of disclosures;
Financial Statements, read with the Based on the above procedures performed, the estimation and
Accounting Policy No.1.18) disclosures of contingent liabilities and creation of provisions are

considered to be adequate and reasonable.

3 Property, Plant&Equipment
There are areas where management We have visited some units while others will be visited next year
judgement impacts the carrying value audit.
of property plant and equipment and  Actual Controls will be assessed during next year audit as these
the irrespective depreciation rates. were not practicable at HO in the absence of information. However,
These include the decision to capitalise ~ we have reviewed the same through discussions with management
or expense costs; the annual asset life  atHO.
review; the timeliness of the
capitalisation of assets and the use of
management assumptions and
estimates for the determination or the
measurement and recognition criteria
forassets retired from active use. Due to
the materiality in the context of the
balance sheet of the Company and the
level of judgement and estimates
required, we consider this to be as area
of significance.
(Refer Note No. 2.1 to the Standalone
Financial Statements, read with the
Significant Accounting Policy No. 1.5)

4  Capitalwork-in-progress (CWIP)

The company is involved in various
capital works like construction of new
power projects, installation of new
plant and machinery, civil works etc.
These projects/works take a substantial
period of time to get ready for intended
use and due to their materiality in the
context of the balance sheet of the
Company, this is considered to be an
area which had the significant effect on
the overall audit strategy and allocation
of resources in planning and
completing ouraudit.

(Refer Note No.2.2 to the Standalone
Financial Statements, read with the
Significant Accounting Policy No. 1.6)

We performed an understanding and evaluation of the system of
internal control over the capital work-in-progress, with reference to
identification and testing of key controls. Deficiencies were found
and same reported at appropriate place in our Audit report. Actual
controls will be assessed during next year audit.

No comments required.
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Information Other than the Stand alone Financial Statements and
Auditor's ReportThereon
The Company's Board of Directors is responsible for the preparation of the
other information. The other information comprises the information
included in the Management Discussion and Analysis, Board's Report
including Annexures to Board's Report, Business Responsibility Report,
Corporate Governance and Shareholder's Information, but does not
include the Stand alone financial statements and our auditor's report
thereon.

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

In connection with our audit of the Stand alone financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the Stand
alonefinancial statements or our knowledge obtained during the course of
ouraudit orotherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
thatfact. We have nothing to reportin this regard.

Statement of facts, comments not
required.

Management's Responsibility for the Stand alone 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 Stand alone Ind AS financial statements that give a
true and fair view of the state of affairs (financial position), profit or loss
(financial performanceincluding other comprehensive income), cash flows
and statement of changes in equity of the Company in accordance with the
accounting principles generally accepted in India, including Indian
Accounting Standards (Ind AS) prescribed under section 133 of the Act read
withrelevantrulesissued 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
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 Stand alone Ind AS financial statements that give a true
and fair view and are free from material misstatement, whether due to
fraud orerror.

In preparing the Stand alone financial statements, management is
responsible for assessing the Company's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either
intends to liquidate the Company or to cease operations, or has no realistic
alternative buttodoso.

The Board of Directors are responsible for overseeing the Company's
financial reporting process.

Statement of facts, comments not
required.

Auditor's Responsibility
Our objectives are to obtain reasonable assurance about whether the
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Stand alone financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's
reportthatincludes ouropinion.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
orerrorand are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken onthe basis of these Stand alone financial statements.

As part of an audit in accordance with SAs, we exercise professional
judgment and maintain professional scepticism through out the audit. We
also:

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

-Obtain an understanding of internal financial controls relevant to the
audit in order to design audit procedures that are appropriate in the
circumstances. Under section 143(3)(i) of the Act, we are also responsible
for expressing our opinion on whether the Company has adequate internal
financial controls system in place and the operating effectiveness of such
controls.

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

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

-Evaluate the overall presentation, structure and content of the Stand alone
financial statements, including the disclosures, and whether the Stand
alone financial statements represent the underlying transactions and
eventsinamannerthatachieves fair presentation.

Materiality is the magnitude of misstatements in the Stand alone financial
statements that, individually or in aggregate, makes it probable that the
economic decisions of a reasonably knowledgeable user of the financial
statements may be influenced. We consider quantitative materiality and
qualitative factors in (i) planning the scope of our audit work and in
evaluating the results of our work; and (ii) to evaluate the effect of any
identified misstatementsin the financial statements.

We communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control that

Statement of facts, comments not
required.
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we identify during our audit.

We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on ourindependence, and
where applicable, related safeguards.
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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-l, a statement on the
matters specified in paragraphs 3 and 4 of the Order, to the extent
applicable.

Comments not required.

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
Comptrollerand Auditor General of India.

Comments notrequired.

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;

Comments not required.

b) Except for the possible effects of the matter described in the Basis of
Quialified 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;

Comments not required.

¢) The Balance Sheet, Statement of Profit and Loss and statement of Cash
Flows and Statement of changes in equity dealt with by this report are in
agreement with the books of account;

Comments not required.

d) Exceptforthe effects of the matter described in the Basis of Qualified
Opinion paragraph above ,in our opinion, the aforesaid Stand alone Ind AS
financial statements comply with the Accounting Standards specified
under Section 133 of the Act,

Comments not required.

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 notapplicable to the company.

Comments notrequired.

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.

Comments not required.

h) With respect to adequacy of Internal Financial Controls over financial
reporting of the Company and the operating effectiveness of such controls,

Comments not required.
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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 Reportin
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 giventous:

I. The Company has disclosed the impact of pending litigations on its
financial position in its financial statements- Refer Note 2.33 to the Stand
alonelnd ASfinancial statements.

Comments not required.

ii. The Company did not have any long-term contracts including derivative
contracts for which there were any material foreseeable losses;

Comments not required.

iii. There were no amounts as at 31.03.2020 which were required to be
transferred to the Investor Education and Protection Fund by the Company.

Comments not required.
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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 2021.

i (a) The company has generally maintained proper records showing | a) Statement of facts, comments not
full particulars, including quantitative details and situation of its | required.

fixed assets. except that identification, location etc. need be
mentioned.

(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.
However, verification reports of HO, Transit camp, Shongtong-
Karcham HEP, Thana Plaun HEP, Renukaji Dam Project, Sainj HEP,
Triveni Mahadev HEP and BeraDol Solar Power Project were shown
to us, but no report of ,land, Plant machinery, stores & spares was
shown to us.

(c) Title deed of immovable properties are in the name of the | c) Action for the transfer of title in the
company exceptin cases of Renukaji HEP, SainjHEP Shongtong HEP | name of the Company has been
and Chirgaon HEP where the land has not been transferred in the | initiate.

name of the Company.

ii. The inventory of the company consisting of Capital Stores, stores, | Statements 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.But noreports were made available to us.

iii. | According to the information and explanations given to us, the | Statements of facts, comments not
company 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 Company has not given any loan, made investments and | Statements 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 | Statements of facts, comments not
terms of section 73 to 76 or any provisions of the Companies Act, | required.
2013 andrules there under.

V. The company has made and maintained cost accounts and records | Statements of facts, comments not
as specified by the Central Government under section 148 (1) of the | required.

Companies Act 2013. However, we have not made a detailed
examination of these accounts and records with a view to
determine whether they are accurate and complete. The
companies cost accounting records has been audited by the Cost
Auditors M/s Balwinder and Associates and they have submitted
thereporton 19/11/2020.

143
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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
2019 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
thefinalisation of this report. We are informed that the provisions of
Employees' State Insurance Actare notapplicable to the company.

Statement of facts, comments not
required.

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 on account of any dispute are given
below:

Addl. Excise & Taxation Commissioner -cum-

Entry Tax Interest 337.70 2010-15 Applellate Authority

2 Entry Tax Penalty 751.28 2010-15 Addl EXc‘sepr:,XeTfa'?;:;:‘;?l‘f;“’"e' o
3. Provident Fund PF Dues 189.26 2008-11 Central G°Ve'2,','f,,':,‘i'gg‘:x“”a‘T'"’““a'
4 GST GST 868.78 2017-18 Amount payable as per GSTR9 C
5. GST Interest 333.64 2017-18 Amount payable as per GSTR9 C
6 GST GST 572 2018-19 Amount payable as per GSTR 9
7. Income Tax Demand 146.28 2015-16 Appeal with CIT Solan

Service Tax 65.00 Sawra Kuddu

The Amount of interestand penalty onthe Entry Tax thereon due to
Excise and taxation department has been settled under Legacy
Cases Resolution Scheme by paying the Requisite Settlement Fees
by the company.

Statement of facts, comments not
required.

viii.

The Company has not defaulted any repayment of loans or
borrowing to any financial institution or bank 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 till the
finalisation of the report. The State Government has given
deferment forthe year2020-21 till 2021-22.

Statement of facts, comments not
required.

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 year under review. The company has raised
CC limit of Rs 200 Lakh for working capital from KCCB, secured by
charge on Plant & Machinery. However, we could not get any
evidence of utilisation of limit, so cannot comment, whether it has
been used forthe intended purpose.

Statement of facts, comments not
required.

During the course of our examination of the books and records of
the Company, carried out in accordance with the generally
accepted auditing practices in India, and according to the
information/ explanation given to us, we have neither come across

Statement of facts, comments not
required.
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any instance of material fraud by the Company or on the Company
by its officers or employees, noticed or reported during the year,
nor have we have been informed of any such cases by the
management except in the year 2015 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-lA 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 2 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 for the year ended 31st March 2021.

Action Taken Impact on
Financial Statement

Whether the Company has system in
place to process all the accounting
transactions through IT system? If yes,
the implications of processing of
accounting transactions outside IT
system on the integrity of the accounts
along with the financial implications, if
any, may be stated.

According to the information and explanations
given to us and based on our audit, the Company
has a system in place to process the accounting
transactions through M M Module, Project
System, Human Capital Module and Financial and
Controlling Module through IT system and for
this purpose SAP-ERP has been implemented by
the Company. Period end Financial Statements are
compiled offline based on balances and
transactions generated from such SAP-ERP
system for the purpose of preparing the
Accounting transactions for sale of power is not
generated though Sales and distribution Module
and being directly posted in FI Module. We have
neither been informed nor have we come across
during the course of our audit any accounting
transactions which have been processed outside
the IT system having impact on the integrity of the
accounts.

The company has maintained separate Data
Centre but does not have Disaster Recovery
Centre. Also, the cost of land in balance sheet is
different in SAP and balance sheet due to
uploading of deposits with Court to Cost of land in
Balance sheet.

The SAPinincomplete, as there are no attachment
to the vouchers which defeats the very purpose of
SAP.

Nil, Cannot be
quantified.

Whether there is any restructuring of
an existing loan or cases of waiver /
write No such case come off of
debts/loans/interest etc. made by a
lender to the company due to the
acrossduring

If yes, the financial impact may be
stated. company'sinability to repay the
loan?

The State Government Loans has been
restructured for repayment of loan and interest up
toJan2017till theyear2018-19.

The Company had requested the State
Government for further deferment in the month
of September 2021. The State Government has
refused to defer.

Nil

146

Whether funds received/receivable for
specific schemes from Central/State
agencies were properly accounted
for/utilized as per its term and
conditions? across during
List the cases of deviation.

The Funds received for Renukaji Project and Gyspa
Project has been properly accounted for except
the interest earned on the short term deposit from
the surplus fund has been accounted for as the
income of the corporation instead of the crediting
the same to the amount payable to the central /
State Government. Refer Para C 14(ii) of the main
audit.Noinformationin respect of interest earned
on the short term investment has been provided

The Amount payable
to the Central/state
is understated to
the extentof interest
earned on the short
terminvestment.
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to us. As there is significant difference in
expenditure incurred as per last year report & this
year report, matter will be examined during next
yearauditatunitlevel
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Whether proper records are
maintained for inventories laying with
third parties & assets received as gifts/
grants from the Govt or other
authorities.

No Inventory laying with third parties, as informed
tous.

No assets were received as grants/ gift from Govt
orotherauthorities asinformed to us.

Nil

Whether land acquisition is involved in
setting up the new projects report
whether settlement of dues done
expeditiously and in transparent
manner.

The land has been acquired at Renukaji Dam. All
the payments on account of settlement has been
transferred to the LAO.

However, a sum of Rs 188.49 crores has not been
paid till the close of the year and provision for the
same has been made in the books of accounts.
Which has been reversed this year.

As all payments
made to LAO are
debited to land, the
balance in LAO bank
account remained
unexplained, status
will be reported next
year.

How much cost has been incurred on
abandoned projects and of this how
much cost has been written off.

Reported by last year auditors, the Corporation
has abandoned the, Tidong HEP and Sunni
Project. The Amount incurred on Tidong project is
being shown as recoverable from the Directorate
of Energy and the amount has not being written
off the by the Management. The Corporation has
written off Rs. 41.26 Lakh as amount recoverable
from SJVNL on account of cost of the Sunni
Project.

Nil

Indicate Whether the company has
efficient system for monitoring and
adjusting advances to contractors/
supplier. Highlight the Significant
instances of failure of the System if any

The company has proper system of adjusting the
advancesto suppliers, exceptin following cases:-
1-Patel Engineering

Due to non completion of the percentage of the
work completed by the Contractor

2-HCC Limited

Due court caseinvolved

3 Costal Projects

Companyin Liquidationat NCLT.

Nil
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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 2021 in conjunction with our audit of the Stand alone
financial statements of the Company for the year ended on that date.

E Auditor's Report Reply

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 orerror.

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.

HIMACHAL PRADESH POWER CORPORATION LTD ii
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e
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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.

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 2021, 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:

Attaching evidence/ supporting documents with vouchersin SAP.

Making preparation of financial statements on SAP instead of Excel sheets.
Implementation and Compliance of Indian 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
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
unitsinrespect 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 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.

Suggestions
related to
strengthening
of internal
control system
have been
noted for future
compliance.

3 R —



§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2020-2021

POWER CORPORATION LTD.

Recording of financial entries in foreign exchange also where the advances, retention
money and suppliers dues are payable in other currency also.

Investing of idle funds 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.

Accounting Staff/ Officers at Unit Level should be regularly trained in respect of the Indian
Accounting Standards and other Accounting concepts and conventions while preparing
the Financial Statements.

Entry in SAP to be made only upon a transaction is executed not at the time supply order is
placed, as we have noticed such instance. This will reduce chances of expenses being
booked twice.

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, 2021 Stand alone financial statements of the
Company. However, these areas of improvement do not affect our opinion on the Stand
alonefinancial 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 2021.

The preparation of financial statements of the Himachal Pradesh Power Corporation Limited for the yearended 31 March
2021 in accordance with financial reporting frame work prescribed under the Companies Act, 2013 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) or 139 (7) of the Act are responsible for expressing opinion on the financial statements under
Section 143 of the Act based on independent audit in accordance with the standards on auditing prescribed under
Section 143 (10) of the Act. Thisis stated to have been done by them vide their Audit Report dated 26thNovember 2022.

I, on the behalf of the Comptroller and Auditor General of India, have conducted a supplementary audit of the
financial statements of Himachal Pradesh Power Corporation Limited for the year ended 31 March 2021 under Section
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
ofthe statements and the related audit report.

Balance Sheet

Assets

Non-Current Assets
1. CWIPRs.192,901 Lakh (Noteno.2.2)

Above does not include Rs. 0.47 crore due to crediting of interest on borrowing from concerned schedule due to
stoppage of work of one of the component of the project. There was no active suspension of development of qualifying
asset which is a prerequisite of IND-AS 23 for de-capitalisation on interest on borrowings. This has resulted in
understatement of above head and overstatement of loss for the year by Rs.0.47 crore.

Liabilities

Currentliability
2. OtherFinancialliability Rs. 382,260 Lakh(Note no. 2.29)

i) Above does not include Rs. 0.70 crore on account of interest on delayed payment to E&M Contractor. This amount
was payable against delayed work payment released to the contractor upto August 2019. Broad modalities for interest
payment were agreed upon between company and contractorin meeting held on 10 February 2021. This has resultedin
understatement of above head and CWIP (2.2) by Rs.0.70 crore.

ii) AbovedoesnotincludeRs.0.21 crore on account of reimbursement of differential amount on account of royalty paid
to the contractor due to revision of royalty rates upto FY.2015. This has resulted in understatement of above head and
CWIP (2.2) byRs.0.21crore.

3. Equity Share CapitalRs.218771 Lakh (Note 2.18)

The State Government released (March 2021) funds amounting to Rs. 55.06 crore on account of equity in favour of
HPPCL. The Company showed this amount as share Application Money pending allotment Rs. 55.06 crore as on March
2021 under the head 'Other Financial Liabilities' (Note 2.22) instead of Equity. This has resulted in over statement of Other
Financial Liabilities (Note 2.29) and understatement of Equity (Note 2.18) by Rs.55.06 crore.

Disclosure
4. NotetoFinancial Statements

As per notification of Government of Himachal Pradesh, HPPCL has to deposit Rs. 42.11 crore i.e 1.5% of total cost
amounting to Rs. 2807.83 crore of Shongtong Hydro Electric Project (450 MW) in Local Area Development Fund. The
Company had paid Rs.23.56 crore upto June 2017 and made provision of Rs. 10 crore in the accounts for the year 2019-20
and 2020-21.Thus, as on 31st March 2021, the company has to deposit Rs. 8.55 crore (Rs. 42.11 crore — Rs. 33.56 crore) in
Local Area Development Fund.This fact should have been disclosed by way of Notes to Accounts.
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5. IndependentAuditor Report

The comment no.”X" of Independent Auditor's Report, that“The Company has not disclosed that there is continuous
default in repayment of loan to Govt of Himachal Pradesh also interest remained unpaid throughout the period”is
contrary to facts because Govt. of H.P has granted (30 October 2021) deferment of loan of company upto FY 2020-21.

Forand onthebehalf of the

Comptroller & Auditor General of India

Sd/-
Place: Shimla Principal Accountant General (Audit)
Date: 04-04-2023 Himachal Pradesh, Shimla




ANNUAL REPORT 2020-2021

§§ HIMACHAL PRADESH POWER CORPORATION LTD.

POWER CORPORATION LTD.

Reply of the 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 2021.

Comments of C&AG Reply by HPPCL Management

1.

Assets

Non-Current Assets

CWIPRs. 192,901 Lakh (Noteno. 2.2)

Above does not include Rs.0.47 crore due to
crediting of interest on borrowing from concerned
schedule due to stoppage of work of one of the
component of the project. There was no active
suspension of development of qualifying asset
which is a prerequisite of IND-AS 23 for de-
capitalisation on interest on borrowings. This has
resulted in understatement of above head and
overstatement of loss for the year by Rs. 0.47 crore.

The compliance of the same has been made in the
FY2022-23.

The IDC of KK link tunnel for work stoppage period
as previously charged to P&L account has now
been transferred to AUC expenditure and is
capitalised on 31.03.2023.

Other Financial Liability Rs. 382.60 Lakh (Note
No.2.29)

Above does notinclude Rs.0.70 crore on account of
interest on delayed payment to E&M Contractor.
This amount was payable against delayed work
payment released to the contractor upto August,
2019. Broad modalities for interest payment were
agreed upon between company and contractor in
meeting held on 10 February 2021. This has
resulted in understatement of above head and
CWIP (2.2) byRs.0.70 crore.

The compliance of the same has already been
made in the FY 2021-22. The expenditure which
was required to be provisioned on 31st March
2021, has beenaccountedforinthe FY 2021-22.

ii)

Above does not include Rs.0.21 crore on account
of reimbursement of differential amount on
account of royalty paid to the contractor due to
revision of royalty rates upto FY.2015. This has
resulted in understatement of above head and
CWIP (2.2) by Rs.0.21 crore.

The compliance of the same has already been done
in the FY 2021-22. The expenditure required to be
provisioned on 31.03.2021, has been accounted for
intheFY 2021-22.

Liabilities

Currentliability

Equity Share Capital Rs. 218771 lakh (Note no.
2.18)

The State Government released (March 2021)
funds amounting to Rs.55.06 crore on account of
equity in favour of HPPCL. The Company showed
this amount as Share Application Money pending
allotment Rs.55.06 crore as on March 2021 under
the head 'Other Financial Liabilities' (Note 2.22)
instead of Equity. This has resulted into over
statement of Other Financial Liabilities (Note 2.29)
and understatement of Equity (Note 2.18) by
Rs.55.06 crore.

The compliance of the same has been made in the
FY 2021-22. The Share Application Money pending
allotment has been shown under the head 'Other
Equity' in the Financial statements for the FY 2021-
22.
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Disclosure

Note to Financial Statements

As per notification of Government of Himachal
Pradesh, HPPCL has to deposit Rs. 42.11 crore i.e.
1.5% of total cost amounting to Rs. 2807.83 crore of
Shongtong Hydro Electric Project (450 MW) in
Local Area Development Fund. The Company has
paid Rs. 23.56 crore up to June 2017 and made
provision of Rs. 10 crore in the accounts for the year
2019-20 and 2020-21.Thus, as on 31st March 2021,
the company has to deposit Rs. 8.55 crore (Rs. 42.11
crore — Rs. 33.56 crore) in Local Area Development
Fund.This fact should have been disclosed by ways
of Notes to Accounts.

The required disclosure has been given in the
Director's Report annexed with the Annual
Accountsforthe FY2020-21.

Independent Auditor's Report

The comment no. “X” of Independent Auditor's
Report that “The Company has not disclosed that
there is continuous default in repayment of loan to
Govt. of Himachal Pradesh also interest remained
unpaid throughout the period”is contrary to facts
because Govt. of H.P. has granted (30 October
2021) deferment of loan of company up to FY 2020-
21.

Comments not required.







ANNUAL REPORT 2020-2021 HIMACHAL PRADESH POWER CORPORATION LTD.

N
POWER CORPORATION LTD.

CONSOLIDATED BALANCE SHEET AS AT MARCH 31,2021

(Rs. in Lacs)

Particulars Note No. AsatMar 31,2021 AsatMar31,2020 AsatApr1,2019
ASSETS
Non-Current Assets:
Property, Plant and Equipment 2.1 5,30,758 3,02,301 3,02,999
Capital Work-in-Progress 2.2 1,92,901 3,29,527 3,08,201
Investment Property 23 28 30 31
Right-of-use Assets 24 142 305
Other Intangible Assets 2.5 21 8 8
Financial Assets
Investments 2.6 - - -
Loans 2.7 148 143 149
Others 2.8 - - -
Regulatory Deferral Account Debit Balance 2.9 - - -
Other Non Current Assets 2.10 55,464 26,964 36,704
Total Non -Current Assets (A) 7,79,462 6,59,277 6,48,093
Current Assets
Inventories 2.11 843 553 74
Financial Assets =
Trade Receivables 2.12 486 102 1,757
Cash and Cash Equivalents 2.13 1,157 5,618 11,365
Bank Balance other than above 2.14 2,284 2,348 9,709
Loans 2.15 7 14 3
Others 2.16 19,113 18,213 1,349
Other Current Assets 217 16,231 14,793 6,241
Total Current Assets (B) 40,120 41,642 30,497
Total Assets (C)=(A+B) 8,19,582 7,00,918 6,78,590
EQUITY AND LIABILITIES
Equity
Equity Share Capital 2.18 2,18,771 2,18,056 1,92,756
Other Equity 2.19 (55,207) (35,134) (22,066)
Total Equity (D) 1,63,565 1,82,922 1,70,690
Liabilities

Non-Current Liabilities:
Financial Liabilities

Borrowings 2.20 1,17,109 2,55,505 1,59,795
Lease Liabilities 2.21 23 108 -
Other Financial Liabilities 2.22 12,588 1,57,698 10,993
Provisions 2.23 5,600 3,919 5,690
Deferred Tax Liabilities (Net) 2.24 - - -
Other Non Current Liabilities 2.25 1,24,152 77,073 69,543

Total Non-Current Liabilities (E) 2,59,472 4,94,303 2,46,021

Current Liabilities:
Financial Liabilities

Borrowings 2.26 14,084 10,577 =
Lease Liabilities 2.27 107 188 -
Trade Payables 2.28 - - -
Other Financial Liabilities 2.29 3,82,260 12,928 2,61,879
Provisions 2.30 95 - -

Total Current Liabilities (F) 3,96,545 23,693 2,61,879

Total Equity and Liabilities (G)=(D+E+F) 8,19,582 7,00,918 6,78,590

Significant Accounting Policies 1

The accompanying notes form an integral part of these financial statements.
Note : The figures for the year ended 31st March 2020 and 1st April 2019 as given above are restated.
For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576
Signed in terms of our Audit Report of even date For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Sd/-
Place: Shimla (CA Suresh Chand Soni), Partner, Membership No. 083106

Date: 26/11/2022
157
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CONSOLIDATED STATEMENT OF PROFIT AND LOSS FORTHE YEAR ENDED MARCH 31,2021

(Rs. in Lacs)
For the year For the year For the year
Particulars ended ended ended
March 31, 2021 March 31, 2020 March 31, 2019
Income
Revenue from Operations 2.31 12,208 14,624 18,855
Other Income 2.32 490 93 108
Total Income (A) 12,698 14,717 18,963
Expenses
Employee Benefits Expense 2.33 1,744 1,034 1,565
Finance Costs 2.34 14,277 13,013 12,980
Depreciation and Amortization Expense 235 12,535 10,824 10,667
Other Expenses 2.36 2,945 2,913 4,205
Total Expenses (B) 31,501 27,784 29,417
Profit before net movement in regulatory
deferral account balance and tax (C) =(A-B) (18,804) (13,068) (10,454)
Net movement in regulatory deferral account 12
balance
Profit Before Tax (18,804) (13,068) (10,466)
Tax Expenses:-
Current Tax-
Deferred Tax
Profit(Loss) for the period (18,804) (13,068) (10,466)
Other comprehensive income
Items that will not be reclassified
subsequently to profit or loss
Remeasurement of the net defined benefit 2.37 (1,269) - -
liability/asset
Income tax on above item
Total (1,269) - -
Total Comprehensive Income for the period (20,073) (13,068) (10,466)
Earnings Per Equity Share
(excluding net movement in regulatory
deferral account balance)
Basic and Diluted () 2.38 (91.90) (63.62) (55.48)
Earnings Per Equity Share
(including net movement in regulatory
deferral account balance)
Basic and Diluted () 2.38 (91.90) (63.62) (55.48)
Weighted average equity shares used in
computing earnings per equity share
Significant Accounting Policies 1
The accompanying notes form an integral part of these financial statements.
Note: The figures for the year ended 31st March 2020 And 31st March 2019 as given above are restated
For and on behalf of the Board of Directors
Sd/- Sd/- Sd/- Sd/-

(B.L. Verma)
A.G.M. (Finance)

(Sudershan K. Sharma)
Company Secretary

(Priyanka Verma)
Director (Finance)
DIN No. 09244723

(Devesh Kumar)
Managing Director
DIN No. 00329576

Signed in terms of our Audit Report of even date
For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N

Place: Shimla Sd/-
Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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CONSOLIDATED STATEMENT OF CASH FLOWS FORTHE YEAR ENDED MARCH 31, 2021

(Rs. in Lacs)

For the year ended For the year ended
March 31, 2021 March 31, 2020

CASH FLOW FROM OPERATING ACTIVITIES
Profit before tax (A) (20,073) (13,068)

Change in other equity as per restated balancesheet (B) =

Adjustment for:

Depreciation and amortization Interest on Term Deposits 12,535 10,824

Finance Cost -

Loss on disposal/write off of fixed assets 9 -
Profit on sale of fixed assets - 1
Total Adjustment (C) 12,544 10,825
Adjustment for assets and liabilities

Inventories (290) (480)
Trade receivable and unbilled revenue (384) 1,655
Loans, other financial assets and other assets (2,267) (18,066)
Other financial liabilities and other liabilities 89,540 1,974
Other Current liabilities = -
Provisions 1,776 (1,771)
Total Adjustment (D) 88,375 (16,688)
Cash generated from operating activities (E)=(A+B+C+D) 80,847 (18,931)

Less: Income tax paid = =

Net cash generated from operating activities (F) 80,847 (18,931)

CASH FLOW FROM INVESTING ACTIVITIES
Net expenditure on Property, Plant & Equipment and CWIP (1,04,224) (31,754)

Term Deposits with Banks (having maturity more than 3 months) -

Interest on term deposits/ Sweep Deposits (5) 6

Investment in Subsidiary/Associate/Joint Venture =

Other non current asset (28,500) 9,741
loss of Fixed/ CWIP assets from torrential rain & flood (1)
Net cash used in investing activities (G) (1,32,729) (22,008)

CASH FLOW FROM FINANCING ACTIVITIES

Share Capital 715 25,300
Proceeds from borrowings = 2,363
Repayment of borrowings (207)

Other Non Current Liabilites 47,079 7,530
Payment of lease liabilities (166) -

Interest and finance charges =
Net Cash used for financing activities (H) 47,421 35,193
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Net increase in cash and cash equivalents (I)=(F+G+H) (4,462) (5,746)
Cash & Cash Equivalents at the beginning of the year 5,618 11,365
Cash & Cash Equivalents at the end of the year 1,157 5,618

Restricted Cash Balance

Earmarked Balance (Unpaid Dividend) - -
Margin Money for BG/ Letter of Credit and Pledged Deposits - 2,284 2,348
Total = 2,284 2,348

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576

This is the Statement of Cash Flows referred to in our report of even date
Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-
Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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STATEMENT OF CHANGES IN EQUITY

Other Equity

Equi Reserve & [ Other Comprehensive
quity Surplus Income

(Rs. in Lacs)

Share
q Remeasurement of the
Capital Retained Net Defined Benefit
Earnings Assets/Liability
(net of Tax)

Changes in equity for the year ended on March, 2021
Opening Balance as on 1st April 2020 2,18,056 | (35,134) - (35,134) | 1,82,922
Equity Shares issued during the year 715 - - 715
Other Comprehensive Income for the period - - (1,269) (1,269) (1,269)
Profit/ Loss for the Period - | (18,804) - (18,804) | (18,804)
Dividend - - _
Dividend Tax
Opening Adjustment in Retained Earnings
Closing Balance as at March 31, 2021 2,18,771 | (53,938) (1,269) (55,207) | 1,63,565

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576

This is the Statement of Change in Equity referred to our report of even date
Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-

Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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HIMACHAL PRADESH POWER CORPORATION LTD.

NOTES TO FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH, 2021

1. GROUPINFORMATION AND SIGNIFICANT ACCOUNTING POLICIES:

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's Registered Office is Himfed Building, BCS, New Shimla (H.P)-
171009, India. Electricity generationis the principal business activity of the Group.

B. SIGNIFICANT ACCOUNTING POLICIES

1.1 BASIS OF PREPARATION
These standalone financial statements are prepared on going concern basis following accrual system of
accounting and in compliance with the Indian Accounting Standards (Ind AS) notified under the Companies
(Indian Accounting Standards) Rules, 2015 and subsequentamendments thereto, the Companies Act, 2013 (to the
extent notified and applicable) and the provisions of the Electricity Act, 2003, to the extent applicable.
Use of estimates and management Judgements:
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 currentand future years.

1.2 BASISOF MEASUREMENT
These financial statements have been prepared on accrual basis and under the historical cost convention except
following which have been measured at fair value:
financial assets and liabilities except certain Investments and borrowings carried at amortised cost,
assets held for sale — measured at fair value less cost of disposal,
- defined benefit plans —plan assets measured at fair value,
- RightofUse Assets — measured atfair value.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. Normally at initial recognition, the transaction price is the
best evidence of fair value. However, when the Group determines that transaction price does not represent the fair
value, it usesinter-alia valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.

1.3 FUNCTIONALAND PRESENTATION CURRENCY
These financial statements are presented in Indian Rupees (INR), which is the Group's functional currency. All
financial information presented in INR has been rounded to the nearest Lacs (upto two decimals), except as stated
otherwise.

1.4 CURRENTAND NON-CURRENT CLASSIFICATION
The Group presents assets and liabilities in the balance sheet based on current/non-current classification. An asset
iscurrentwhenitis:
Expectedtoberealized orintended to be sold or consumed in normal operating cycle;
Held primarily for the purpose of trading;
Expectedto 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.

Aliability is current when:
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Itis expectedto be settledin 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.

1.5 PROPERTY,PLANTAND EQUIPMENT (PPE)

a)  TheGroup hasopted to utilize the option under para D7AA of Appendix D to Ind AS 101 which permits to continue
to use the Indian GAAP carrying amount as a deemed costunder Ind AS at the date of transition to Ind AS.
Therefore, the carrying amount of property, plant and equipment according to the Indian GAAP as at April 1,2015
i.e.Group's date of transition to Ind AS, were maintainedin transition to Ind AS.

b)  Anitem of PPEisrecognized 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.

c)  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.

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

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

f)  Assetcreated onland notbelonging to the company, where the company is having control over the use and access
of such assetareincluded under Property, Plantand Equipment.

g) 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 part is
derecognised when no future economic benefits are expected from its 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.

h)  Subsequent expenditure is recognized as an increase 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
measured reliably.

i) 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 profitandloss.

1.6 CAPITALWORK-IN-PROGRESS

a)  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.

b)  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.

c¢)  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
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1.7
a)

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 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 Sundarnagar design office is allocated to different accounting units on
systematic basis.

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 orsupply of goods or services or foradministrative purpose; or

ii). Saleintheordinary course of business.

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

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

ii). The costoftheinvestment 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, if any.

Investment properties are derecognised either when they have been disposed off or when they are permanently
with drawn 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 profitand loss in the
period of de-recognition.

Transfers to orfrom investment 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). Itisprobablethatthe expected future economic benefit that are attributable to the asset will flow to the entity;
and

ii). The costoftheassetcan 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.
Subsequent expenditure on already capitalized Intangible assets is capitalised when it increases the future
economic benefitsembodied in an existing assetand isamortised prospectively.

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

Anitem 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 assetis derecognised.

Expenditure on development activities is capitalised only if the expenditure can be measured reliably, the product
or process is technically and commercially feasible, future economic benefits are probable and the Group intends
to & has sufficient resources to complete developmentand to use or sell the asset.

Expenditure incurred which are eligible for capitalisation under intangible assets are carried as intangible assets
underdevelopmenttill they are ready for theirintended use.
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REGULATORY DEFERRAL ACCOUNTS

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

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

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
anasset'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 assetis considered impaired and is written down toits recoverable amount. The resulting impairment
lossis recognisedinthe Statement of Profitand Loss.

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 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. An impairment loss is reversed if there has been a change in 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, Plantand Equipment.
Cost includes 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
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 Group's functional and presentation

currency.

Transactions and Balances:

i) Transactionsinforeign 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 at the date of transaction.

ii) Exchange differences arising on translation or settlement of monetary items are recognised in the statement of
profitand lossintheyearinwhichitarises

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
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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 recoverable
etc.

Measurement:
The Group measures the trade receivables at their transaction price if the trade receivables do not contain a
significantfinancing component. A receivable s classified as a 'trade receivable'if itisin respect to the amount due
from customers on account of goods sold or services rendered in the ordinary course of business.
De-recognition:
Financial assetis derecognised when all the cash flows associated with the financial asset has been realised or such
rights have expired.

B) FinancialLiabilities:
Financial liabilities of the Group are contractual obligation to deliver cash or another financial asset to another
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:

a) 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 cost in the carrying amount of an asset, when the liabilities are derecognised as well as
through the EIRamortisation process.

b) Amortised cost is calculated by taking into account any discount tor premium on acquisition and fees or costs
that are an integral 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 INVESTMENTINJOINTVENTURES AND ASSOCIATES

a)  Ajointventureisatype of jointarrangement whereby the parties that have joint control of the arrangement have
rights 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.

b)  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
over those policies.

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

1.15 LEASES
The Group has adopted Ind AS 116-Leases effective 1st April, 2019, using the modified retrospective method. The
Group has applied the standard to its leases with the cumulative impact recognised on the date of initial
application (1st April, 2019).
Lease is a contract that conveys the right to control the use of identified asset for a period of time in exchange for
consideration.
To assess whether a contract conveys the right to control the use of an identified asset, the Group assesses
whether: (i) the contract involves use of an identified assets, (ii) the customer has substantially all the economic
benefits from the use of the asset through the period of the lease and (iii) the customer has the right to direct the
use of theasset.

i) Asalessee
At the date of commencement of lease, the Group recognizes a right-of-use asset (ROU) and a corresponding lease
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liability for all lease arrangements in which it is a lessee, except for lease with a term of twelve months or less (i.e.
short term leases) and leases for which the underlying asset is of low value. For these short-term and leases for
which underlying asset is of low value, the company recognizes the lease payments on the straight-line basis over
theterm of thelease.

Certain lease arrangements include the options to extend or terminate the lease before the end of the lease term.
ROU assets and lease liability includes these options whenitis reasonably certain that they will be exercised.

The right-to-use assets are initially recognized at cost, which comprises the amount of initial measurement of the
lease liability adjusted for any lease payments made at or before the inception date of lease along with the initial
direct costs, restoration obligations and lease incentives received.

Subsequently, the right-to-use assets is measured at cost less any accumulated depreciation, accumulated
impairment losses, if any and adjusted for any remeasurement of lease liability. The Group applies Ind AS 36 to
determine whether a ROU asset is impaired and accounts for any identified impairment loss as described in
accounting policy 1.8 on“Impairment of non-financial assets”.

The lease liability is initially measured at present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be readily
determined, the Group's incremental borrowing rate. Generally, the Group uses its incremental borrowing rate as
thediscountrate.

The interest cost on lease liability is expensed in the Statement of Profit and Loss, unless eligible for capitalization
as peraccounting policy 1.16 on“Borrowing Cost".

Lease liability and ROU assets have been separately presented in the financial statements and lease payments
have been classified as financing cash flows.

ii) Asalessor
Leases for which the Group is a lessor is classified as a finance or operating lease. Whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee, the contract is classified as a finance
lease. All otherleases are classified as operating leases.

Operatinglease:

Leases in which 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 sheetbased on their nature.

1.16 GOVERNMENT GRANTS

a)  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 grantincome
accrued based on usage of the assets is accounted as Government grant received in advance. Changes in
estimates are recognised prospectively over the remaining life of the assets.

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

1.17 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/erection or 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 theirintended uses are complete. All other borrowing costs are expensedin the
period in which they occur.

Income earned on temporary investment made out of the borrowings pending utilization for expenditure on the
qualifying assetsis deducted from the borrowing costs eligible for capitalization.
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f)

1.20

a)

b)

)

1.21

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

A provisionis recognised when:

i) theGrouphaspresentlegal or constructive obligation as result of pastevent;

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.

If the 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 as finance cost.

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

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 the
amount of the receivable can be measuredreliably.

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 arereviewed ateach balance sheet date and are adjusted to reflect the current management estimate.
Contingentassetis 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 benefits is probable on the
basis of judgement of management. These are reviewed at each balance sheet date and are adjusted to reflect the
currentmanagementestimate.

REVENUE RECOGNITION AND OTHERINCOME

Group's revenues arise from sale of energy and other income. Other income comprises interest from banks,
employees, contractors etc., surcharge received from beneficiaries for delayed payments, sale of scrap, other
miscellaneous income, etc. Revenue from sale of energy is accounted for at rates as per the PPA & Agreement
signed between HPPC Ltd.and HPSEB Ltd./Tata PowerTrading Company Ltd. (TPTCL).

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.

Post-employment benefits plan:

Employee benefits obligations are measured on the basis of actuarial assumptions which include mortality and
withdrawal rates as well as assumptions concerning future developments in discount rates, the rate of salary
increases and the inflation rate. The Group considers that the assumptions used to measure its obligations are
appropriate and documented. However, any changes in these assumptions may have an impact on the resulting
calculations.

Short-term Benefits

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

Terminal Benefits

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

DEPRECIATION AND AMORTIZATION

Depreciation on Property, Plant & Equipment of Operating Units of the Group is charged to the Statement of Profit
& Loss on straight-line method following the rates and methodology as notified by HPERC for the fixation of tariff
inaccordance with Schedule-Il of the Companies Act 2013, except for the assets specified below:
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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 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) AssetscostingRs.5000/-orless are depreciated fully in the year of procurement.

e) Expenditure on softwareisrecognised as "Intangible Asset" and amortised fully over three years on SLM or over
aperiod 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) Depreciationis 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.

ii)  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

iii)  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 unamortised
balance of such assets is depreciated prospectively over the residual life.

iv)  Depreciation on increase/decrease in the value of existing assets on account of settlement of disputes is charged
retrospectively.

v)  Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during
construction”under capital workin progress.

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

(vii) Leaseholdlandisamortized pro-rata through depreciation over the period of lease or 40 years, whicheveris lower.

viii) Depreciation on assets till start of commercial production has been shown under 'Incidental Expenditure during
construction”under capital workin progress.

ix)  Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to the
date, whentheassetis availablefor use/disposal.

(x)  Leaseholdlandisamortized pro-rata through depreciation over the period of lease or 40 years, whicheveris lower.

xi)  Tangible Assets created on leasehold 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, whichever is higher.

xii)  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, 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
carryingamount of such item are depreciated over the residual useful life of the related plantand machinery at the
rates and methodology notified by the HPERC.

xv) Temporary erections are depreciated fully (100%) in the year of acquisition /capitalization.

xvi) Expenditure on software recognized as 'Intangible Asset' and is amortized fully on straight line method over a
period of legal right to use or three years, whichever is less. Other intangible assets with a finite useful life are
amortized on a systematic basis over its useful life. The amortisation period and the amortisation method of
intangible assets with afinite useful life is reviewed at each financial year end.

xvii) Right-of-use land and buildings relating to generation of electricity business governed by CERC Tariff Regulations
are fully amortized over lease period or life of the related plant whichever is lower following the rates and
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XViii)

1.22

a)

b)

1.23

1.25

1.26

ii)

iiii)
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methodology notified by the CERCTariff Regulations.

Right-of-use land and buildings relating to generation of electricity business which are not governed by CERC
tariff Regulations are fully amortized over lease period or life of the related plant whichever is lower. Other Right of
use assets are depreciated from the commencement date on a straight-line basis over the shorter of the lease term
and useful life of the underlying asset.

INCOMETAXES

Income tax expense comprises current tax and deferred tax.

CurrentTaxis 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 or in
other comprehensiveincome.

CurrentIncome Tax
Current tax is expected tax payable on taxable profit for the year, using tax rates enacted or substantively enacted
atthebalance sheet date and any adjustments to tax payablein 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
taxassets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and
they relate to income 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 taxis recognised in the statement of profit and loss except to the extent that it relates to items recognised
directlyin other comprehensive income or equity, in which caseitis recognised in other comprehensiveincome 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 arereducedtothe extent thatitis nolonger 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 equivalents includes 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 toknown amounts of cash and which are subject to an insignificant risk of changesin value.

Statement of cash flows is 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".

MATERIALPRIORPERIOD 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.

SEGMENT REPORTING
Segments have been identified taking into account nature of product and differential risk and returns of the
segment.These business segments are reviewed by the Management.

Electricity generation is the principal business activity of the Group. Other operations viz., Consultancy works etc.
donotform areportable segmentas perthelnd AS-108-'Operating Segments.

The Groupis having asingle geographical segmentas all its Power Stations are located within the Country.
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2 NOTES TO ACCOUNTS (CONSOLIDATED)

The amountsin financial statements are presented in Indian Rupees in nearest lacs . The previous year figures have
also beenreclassified /regrouped/ rearranged whenever necessary to confirmto this year's classification.

(Rs. in Lacs)
I
March 31, 2021 March 31, 2020
Property Plant and Equipment 2.1.1 5,30,758 3,02,301
2.2 Capital Work In progress 2.2.1 1,92,901 3,29,527
2.3 Investment Property 2.3.1 28 30
2.4 Right-of-use Assets 241 142 305
25 Other Intangible Assets 25.1 21 8
TOTAL 7,23,850 6,32,170

NON-CURRENT ASSETS
FINANCIAL ASSETS
2.6 INVESTMENTS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Investment in Equity Instruments

Non Trade - Unquoted (at Cost)

(a) Subsidiary Companies

(b) Joint Venture Companies 338 338
3375000 (P. 3375000) Equity Shares of Rs. 10/- - -
in Himachal Emta Power Ltd

Less Provision for doubtful investments (338) (338)

Total Investment in Equity Instruments - -

Other Investment - =

Total Other Investment - -

Total Investments = =

2.7 LOANS

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Security Deposits

- Secured Considered Good - 1
- Unsecured Considered Good 148 142
- Doubtful = -
Total (A) 148 143

Loans to other employess

- Secured Considered Good - -

- Unsecured Considered Good - -
- Doubtful - -
Total (B) - -
Total (C) =(A+B) 148 143
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2.8 OTHERS (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Other Deposits - -
Bank Deposit with more than 12 months maturity - -
TOTAL - -
2.9 REGULATORYDEFERRALACCOUNTS-DEBITBALANCE (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Regulatory Deferral Accounts- Debit Balance - -
TOTAL - -

2.10 NON-CURRENTASSETS (CONSOLIDATED)
OTHERNON CURRENT ASSETS (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Capital Advances:

Advances to Suppliers and Contractors

Covered by Bank Guarantee - -

Unsecured Considered Good 5,718 7,678
Others 381 414
Loans and Advances to Related Parties - -
Unsecured Considered Good 61 61
Less: Provision for Doubtful Advances (61) (61)

Advances to Govt Departments - -

Advances to Others - -

Others- Secured Considered Good 29 28
Others- Unsecured Considered Good 229 465
Total Advances (A) 6,357 8,585
Others

Recoverable from Contractors
Others- Secured Considered Good

Others- Unseured Considered Good - -

Recoverable from staff 1,545 1,547
Deposits with Income Tax Authorities - -
Other Recoverable 7,557 8,874
Less: Provision for Doubtful Recoverable 147 166
Capital Stores at Cost (12,969) (63)
Other Items - -
Grant Receivables- Non Current 1 2
Prepaid Expenses 52,821 7,852
Deferred Empoyee Benefits Expense 5 -
Total - Others (B) 49,107 18,379
Total Other Non- Current Assets (C)=(A+B) 55,464 26,964
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CURRENT ASSETS (CONSOLIDATED)

2.11 INVENTORIES (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020

Inventories 34 39
Loose Tools 74 -
Stores and Spares 735 514
Less: Provision for Shortage of store and Obsolescence = =

TOTAL 843 553
2.12 TRADE RECEIVABLES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Secured considered good

Unsecured considered good

Sale of Power 462 78
Others(HPTCL) 24 24

TOTAL 486 102
2.13 CASHAND CASHEQUIVALENTS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Term Deposits (having original maturity of upto 3 months) - -

Cash and Bank Balances - -
Cash in Hand - 1
Stamps in Hand - -

Balances with Banks - -

Current Deposits 1,156 5,618
Term Deposits with maturity period up o 3 months - -
TOTAL 1,157 5,618
2.14 BANKBALANCE-OTHERTHAN ABOVE (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Earmarked Balance (Unpaid Dividend)

Margin Money for Pledged Deposits - -

Other Term Deposits having maturity period for more than 3 months - -
Margin Money for BG/ Letter of Credit 2,284 2,348
TOTAL 2,284 2,348
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2.15 LOANS (Rs. in Lacs)
e DRI
March 31, 2021 March 31, 2020
Security Deposit - -
Secured Considered Good = =
Unsecured Considered Good 2 9
Doubtful - -
Recoverable from Staff 5 2

Advances to Employees - -

Secured considered good = =

Unsecured Considered Good 1 2
Doubtful - -

TOTAL 7 14
2.16 OTHERASSETS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Interest Accrued but not due on Deposits with Banks 159 494
Interest Recoverable 185 204
Amount Receivable from Others 100 107

Amount Recoverable from Contractor & Suppliers = =
Others- Secured Considered Good = =

Others- Unsecured Considered Good 18,670 17,409
TOTAL 19,113 18,213
2.17 OTHERCURRENTASSETS (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Advances Others

Secured Considered Good = =
Unsecured Considered Good - 485
Advances to Suppliers & Contractors = =

Secured Considered Good - -
Unsecured Considered Good 2,606 996
Advances to Govt Department - -

Secured Considered Good - -

Unsecured Considered Good 471 238
Others = =
Prepaid Expenses 187 119
Amount Recoverable from tax authorities 10 35
Deposit with Courts 12,956 12,921
Other Recoverable 0 0

TOTAL 16,231 14,793
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2.18 EQUITY SHARE CAPITAL

(Rs. in Lacs)

as at March 31, 2021 as at March 31, 2020

AUTHORISED

Equity Shares of par Value of Rs 1,000/- each 2,50,00,000 2,50,000 2,50,00,000 2,50,000

ISSUED, SUBSCRIBED AND FULLY PAID UP

Equity Shares of par Value of Rs 1,000/- each fully paid up 2,18,77,133 2,18,771 2,18,05,633 2,18,056
TOTAL 2,18,771 2,18,056

2.18.1 DETAIL OF SHAREHOLDING HOLDING MORETHAN 5% SHARES INTHE GROUP

as at March 31, 2021 as at March 31, 2020

Government of Himachal Pradesh (GoHP) 86,97,845.00 39.76 86,26,345.00 39.56
Himachal Pradesh Infrastructure Development Board 1,18,71,507.00 54.26 1,18,71,507.00 54.44
Himachal Pradesh Electricity Board Limited 13,07,731.00 5.98 13,07,731.00 6.00

TOTAL 2,18,77,083.00 100.00 2,18,05,583.00 100.00

2.18.2THERECONCILIATION OF SHARES OUTSTANDING IS SET OUT BELOW: (Rs.in Lacs)

as at March 31, 2021 as at March 31, 2020

No. of shares at the beginning 2,18,05,633 2,18,056 1,92,75,633 1,92,756
No. of shares issued during the year 71,500 715 25,30,000 25,300
No. of shares bought Back during the year - - - -
No. of shares at the end 2,18,77,133 2,18,771 2,18,05,633 2,18,056

2.19 OTHER EQUITY (Rs. in Lacs)

Amount as at Amount as at Amount as at
March 31, 2021 March 31, 2020 March 31, 2019

Retained Earnings

Opening Balance (35,134) (22,066) (11,601)
Add: Profit for the Year as per Statement of Profit and Loss (18,804) (13,068) (10,466)
Add: Other comprehensive income during the year (1,269) =
Less: Utilisation for Buyback of shares and related expenses - -
Closing Balance (55,207) (35,134) (22,066)
Total Other Equity(A+ B+C) (55,207) (35,134) (22,066)
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2.20 BORROWINGS (Rs. in Lacs)
L
March 31, 2021 March 31, 2020

Term Loans
From Banks:
A.Secured
UCO Bank 1,807 2,014

Total (A) 1,807 2,014

B. Unsecured:

Government of Himachal Pradesh Loan for Shongtong HEP 7,227 9,634
(Rate of Interest 3.83% p.a. payable in half yearly instalments
from July 2018 to January 2028)

Government of Himachal Pradesh Loan for Shongtong HEP 4,959 4,959
(Rate of Interest 0.75% p.a. payable in half yearly instalments
from July 2023 to January 2053)

Government of Himachal Pradesh Loan

Government of Himachal Pradesh Loan (Trench 1) 15,407 73,676
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to January 2023)

Government of Himachal Pradesh Loan (Trench 2) 11,088 26,902
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to January 2025)

Government of Himachal Pradesh Loan (Trench 3) 52,633 1,04,051
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to Jauaryn 2026)

Government of Himachal Pradesh Loan (Trench 4) 23,988 34,269
(Rate of Interest 10% pa payable in yearly instalments of principal & interest
from April 18 to January 2027)

Government of Himachal Pradesh Loan (SEC.TRM.LOAN HP Govt)
Total (B) 1,15,302 2,53,491
Total Term Loans from Banks (A+B) 1,17,109 2,55,505

2.271 LEASELIABILITIES (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Lease Liabilites -Non Current 23 108
Total 23 108

2.22 OTHERFINANCIALLIABILITIES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Deposits, Retention Money from Contractors and Others 7,618 6,096
Liabiities For Contractors & Suppliers 686 55
Provision for Expenses 4,283 4,109
Deferred Repayment of Interest of GOHP Loan = 1,47,438
Total 12,588 1,57,698
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2.23 PROVISIONS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Unfunded Employee benefit

Pension Contribution 1,121 958
Gratuity 1,333 682
Leave Encashment 3,146 2,279
TOTAL 5,600 3,919
2.24 DEFERRED TAXLIABILITIES (NET) (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Deferred Tax Liabilities = =

TOTAL - -

2.25 OTHERNON-CURRENT LIABILITIES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Capital Grant government of India
(A) Utilised Grant

Renuka

Opening Balance 76,201 68,680
Addition during the year 46,956 7,521
Less: Accumulated Depreciation on Fixed Assets 220 199
Less: Accumulated Depreciation on Fixed Assets write-off during the year 0 =
Closing Balance 1,22,937 76,002
Gyspa

Opening Balance 1,104 1,066
Addition during the year 147 37
Less: Accumulated Depreciation on Fixed Assets 36 33
Closing Balance 1,214 1,071
Total Utilised Grants 1,24,152 77,073

2.26 BORROWINGS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Secured
-From KCCBL 11,345 10,577
HPSCBL CCL Working 2,739 -

TOTAL 14,084 10,577

177




§§ HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2020-2021

POWER CORPORATION LTD.

2.27 LEASELIABILITIES (Rs. in Lacs)
Amount as at Amount as at
March 31, 2021 March 31, 2020
Lease Liabilities -Current 107 188
TOTAL 107 188
2.28 TRADEPAYABLES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Trade Payables S =
TOTAL c S

2.29 OTHERFINANCIALLIABILITIES (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Liabilities for employees Remuneration and Benefit 133 167
Share Application Money pending Allotment 5,506 -
Interest Accrued and Due on Loan 1,71,734 -
Government of Himachal Pradesh Loan 1,38,189 -
Salary & Other Exps. Payable to Employees 0 0
Advance for deposit Work 0 1,404
Deposits, Retention Money from Contractors and Others 2,134 2,279
Liabilities for Government Departments 56,675 1,889
Liabilities For Contractors & Suppliers 1,741 2,300
Provision for Expenses 6,014 4,712
Taxes and Duties Payable 133 177
Other Liabilities 0 -

TOTAL 3,82,260 12,928

2.30 PROVISIONS

(Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Unfunded Employee benefit

Gratuity 47.11 -
Leave Encashment 47.85 -
TOTAL 95 -

2.31 REVENUEFROM OPERATIONS (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Sales
Energy Sales 12,166 14,577
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Less: Purchase of Power (RTM)

(3)

Total Energy Sale(A) 12,163 14,577
Sale of Services

Rent from Property 45 48
Total Sale of Services (B) 45 48
Total Revenue from Operations(C )=(A+B) 12,208 14,624

2.32 OTHERINCOME

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Miscellaneous Income 490 93
TOTAL 490 93

#Miscellaneous Income

Income for providing Design works/Lab Receipt 1 3

Interest from Banks 5 10

Late Payment Surcharge - -

Rebate NRLDC Fee Chg 0

Interest on Bank Deposit - FDR's 11

Others 472 80
TOTAL 490 93

2.33 EMPLOYEEBENEFITS EXPENSES

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Salaries, Wages, Allowances and Benefits 1,432 939
Contribution to Provident and Other Funds 76 48
Leave Salary and Pension Contribution 127 (101)
Welfare Expenses 110 148

TOTAL 1,744 1,034

2.34 FINANCECOSTS

(Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Bank Charges/LC Charges 0.08 0.05
Interest on Term Loans 14,274 13,002
Others 3 12

TOTAL 14,277 13,013

2.35 DEPRECIATION AND AMORTIZATION EXPENSE 5. Lacs

Amount as at Amount as at
March 31, 2021 March 31, 2020

Depreciation for the Year 12,535 10,824
Depreciation charged to Statement of Profit & Loss 12,535 10,824
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2.36 OTHEREXPENSES
OFFICEAND ADMINISTRATIVE EXPENDITURE (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

Repair and Maintenance

Buildings 73 49
Roads 41 31
Plant & Machinery 1,113 560
Office Equipments & Furnitures 1 1
Civil Works 194 108
Vehicles 1 1

1,423 749
Rent, rates and Taxes 33 17
Insurance - Other Assets 117 20
Electricity & Water Charges 40 31
Travelling & Conveyance 3 2
Training Expenses 20 0
Legal and Professional Charges 95 186
Communication Expenses 13 9
Printing & Stationery 6 7
Statutory Audit Fees 8 9
Consultancy fees 1 0
Publicity and Advertisement Expenses 3 3
Expenses in relation to sale of power 816 1,619
Free Power 47 27
Hiring of Vehicles 117 112
Vehicle Running Charges and Insurance Charges 2 2
Annual Technical Support- SAP 1 2
Fees and subscription 5 7
Expenses on Transit Camps 0 0
Books & Periodicals 1 1
Hospitality and Entertainment Expense 1 1
Freight and Labour Charges 0 0
Postage and Telegram Expenses 0 0
Raising Day Expense 0 9
Rebate to Customers 38 0
Meeting Expenses 0 0
Environment & Ecology Expenses 43 10
Office Expenses 42 57
Prior Period Expenses - (66)
Interest & penalties under I.Tax 1 =
Loss on Sale of Fixed Assets 9 1
Miscellaneous Expenses 61 28
Training Expense O&M - 70

Total 2,945 2,913
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2.37 OTHERCOMPREHENSIVEINCOME (Rs.in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2020

A. Items that will not be reclassified to profit & loss

(i) Remeasurement of the defined benefit plans 1,269 -
TOTAL 1,269 o

2.38 EARNINGPERSHAREBASICAND DILUTED (Rs. in Lacs)

Amount as at Amount as at
March 31, 2021 March 31, 2021

Net Profit after Tax (20,073) (13,068)
Weighted Average Number of Shares 2,18,41,383 2,05,40,633
Face Value of Share 1,000 1,000

EPS (91.90) (63.62)
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NoteNo.2.2.1
CAPITAL WORK-IN-PROGRESS

Amount

As at

Addition

during

31.03.2020 | FY 2020-21

Deletion
during

FY 2020-21

Net Adj.
during

FY 2020-21

N
FOWER CORPORATION LTD.

(Rs.in Lacs)

Amount
As at

31.03.2021

Residential Buildings 2.2.1.1 12 0 0
Non Residential Buildings 2.2.1.1 152 26 0 26 179
Roads, Bridges & Culverts 2.2.1.1 402 63 0 63 465
Civil Works 2.2.1.1 1,23,805 59,441 1,16,446 (57,005) 66,800
Electro-Mechanical Works 2.2.1.1 50,970 4,867 25,409 (20,542) 30,428
Construction Power 2.2.1.1 44 10 54 (44) 0
Plant & Machinery 2.2.1.1 8 0 0 - 8
Land Submerged Area 2.2.1.1 0 0 0 - 0
Investigation & Survey 2211 0 0 0 - 0
Environment and R&R Expenses 2.2.1.1 0 4 4 - 0
AUC Office Item 2.2.1.1 0 0 0 - 0
G.Total 1,75,393 64,411 1,41,925 (77,514) 97,879
Expenditure During Construction 222 1,54,173 16,444 (75,596) (59,152) 95,021
IND AS adjustment (40) - - = -
Total Carried forward to Balance Sheet 3,29,527 80,856 2,17,521 (1,36,665) 1,92,901
Note No. 2.2.1.1

CAPITAL WORK IN PROGRESS (PROJECT WISE) (Rs.in Lacs)

Residential Non
Buildings

Residential
Buildings
asat

asat
31.03.2021

31.03.2021 | 31.03.2021

Sundernagar - -

Bridges &
Culverts

(7]
Works
asat
31.03.2021

Electro-
Mechanical
Works
asat
31.03.2021

Roads,

asat

Construct
Power
asat

31.03.2021 | 31.03.2021

ion

Land

Machinery | Submerged

Area
asat
31.03.2021

Investigation| Environment

Expenses
asat

G.Total

31.03.2021 | 31.03.2021 | 31.03.2021

Sawra Kuddu HEP - -

Kashang HEP Stage-I - -

Sainj HEP =

515

Renuka Dam Project - -

8

Shongtong HEP - -

30,428

82,164

Triveni HEP - -

Thana Plaun HEP - -

Nakthan HEP = =

Gyspa HEP - -

Surgani Sundla HEP - -

Deothal Chanju = =

Chanju-lll ] )

Berra-Dol
Solar Power Project

Kashang HEP
Stage-ll

157 15,036 =

15,193

G.Total - 179

465 66,800 30,428

97,879
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NoteNo.2.2.2 EXPENDITURE DURING CONSTRUCTION

(Rs. in Lacs)

Addition Deletion Net Adj. Amount
During During During As at
31.03.2020 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2021

EXPENSES (A):
Employees' Benefits Expenses 2.2.2.1 53,225 4,703 (4,398) 305 53,530
Finance/Interest Cost 2222 66,985 6,025 (45,385) (39,361) 27,624
Depreciation Expenses 2223 3,177 102 (1,831) (1,729) 1,448
Office and Administrative Expenses 2224 43,099 6,134 (24,670) (18,536) 24,563
TOTAL (A) 1,66,486 16,964 (76,284) (59,321) 1,07,165
Less: Miscellaneous Income 2.2.25 (12,312) (520) 688.99 169 (12,143)
Less: Renukaji & Gyspa Project Depreciation - - - - -
adjusted against Capital Reserve
NET EXPENDITURE (B) (Carried forward to CWIP) 1,54,173 16,444 (75,596) (59,152) 95,021

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

(Rs.in Lacs)

“ Amount Addition Deletion Net Amount
As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2020
Salaries, Wages, Allowances and Benefits 48,218 4,462 (3,692) 770 47,449
Contribution to Provident and Other Funds 908 52 (81) (29) 937
Leave Salary and Pension Contribution 3,069 125 (493) (368) 3,436
Travelling Exp. 403 7 (16) 9) 412
Medical Exp. 517 30 (38) (8) 526
Welfare Expenses 415 27 (78) (51) 465

TOTAL 53,530 4,703 (4,398) 305 53,225

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

(Rs. in Lacs)

Amount Addition Deletion Net Amount
As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2020
Interest on Term Loans 27,566 6,024 (45,385) (39,362) 66,927
Bank Charges/LC Charges 39 1 = 1 39
Others-FBT/Service Tax Interest 19 - - - 19
TOTAL 27,624 6,025 (45,385) (39,361) 66,985

Note No. 2.2.2.3 DEPRECIATION EXPENSES

(Rs. in Lacs)

Amount Addition Deletion Net Amount

As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.2020

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

Depreciation for the year (Transferred to Expenditure During Construction) 1448 102 (1,831) (1,729) 3,177
TOTAL 1448 102 (1,831) (1,729) 3,177
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 Net Amount
As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 31.03.20
Repairs and Maintenance Vehicle 110 9 (8) 1 109
Repairs and Maintenance Office Furniture & Equipment's 82 5 (2) 3 79
Repairs and Maintenance Plant and Machinery 113 2 = 2 110
Repairs and Maintenance Buildings 582 22 (66) (44) 632
Repairs and Maintenance Others 48 - = = 48
Office & Administration Expenses 41 1 - 1 40
Hospitality and Entertainment Expenses 154 7 (6) 1 152
Meeting Expenses 65 3 4 M 67
Misc. Expenses 140 0 = = 139
Communication Expenses 695 51 (28) 23 673
Rent, Rates and Taxes 2,054 260 (2) 258 1,796
Consultancy Fees 683 46 (334) (288) 972
Annual Technical Support-SAP/ AMC 2,495 436 (5) 431 2,063
Vehicle Running Charges & Insurance Charges 288 23 (5) 18 270
Hired Vehicle Expenses 1,927 183 (298) (115) 2,043
Training & Seminar 287 0 = = 287
Fees & Subscription 30 - = = 30
Electricity & Water Expenses 430 32 (66) (34) 463
Printing & Stationery 272 17 (22) (5) 278
Books, Periodicals & Newspapers 70 5 (5) - 70
Freight & Labour Charges 40 2 - 2 38
Insurance 42 5 ) (2) 44
Raising Day Expense 33 - (M (1) B4
Legal & Professional Charges 394 22 (176) (154) 548
Postage & Telegram Expenses 28 1 () (1) 29
Publicity & Advertisement Expenditure 266 5 (4) 1 264
Expenditure on Transit Camps/Guest House 44 2 (1) 1 43
Business Promotion Expenses 165 - - - 57
Power/ Water Park 43 - - - 10
Foreign Exchange Variation Cost 55 - (1) (1) 6,090
Land Acquisition Expenses 10 0 - - 5,849
LADA 3,920 742 (2,912) (2,170) 5,462
Relief and Rehabilitation Costs 5,426 267 (690) (423) 461
Environmental and Ecology exp. 5,032 5 (435) (430) 7,415
Expenditure on Enabling Assets 51 - (410) (410) 49
CAT Plan 6,684 - (731) (731) 9,581
Study and Research 37 - (12) (12) 200
Survey & Investigation 9,016 261 (825) (564) 1,310
Construction Power HPSEBL 1-8-1 240 39 . 39 8
Environment Management Plan 1,041 3 (272) (269) 3
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Fuel expenses Data Centre 9 1 = 1 250
Gift & Presentation A/c (Pending Allocation) 3 - - - -43
Honorarium & Stipend 225 - (24) (24) 3,668
Incidental expenses-Power Water & parks (43) - - - 2,409
Outsource Manpower Expenses (Pending Allocation) 3,612 580 (636) (56) 0
Retain earning Adjustment unto FY 2014 2,848 439 - 439 29
Safety Related Expenses - - - - 69
Hydraulic and numerical Model 32 3 - 3 9
Winter Heating Exp. (Pending Allocation) 73 4 - 4 22
Wages (Daily paid staff) (PROJECT) 5 = (4) (4) 90
Remuneration to Auditors 22 3 (2) 1 12
Consumables Stores 94 7 (4) 3 -3,053
Transmission Lines 12 = = = -43
Common Cost (HO & SNR) (11,047) 2,634 (10,627) (7,993) 12
Fisheries Management (43) - - - 7
Preliminary Expenses 12 - - - -1
Pre-construction & Construction stage Expenses 7 - - - -8,153
Incidental exp after COD(proportio)Stage-12017-18 ) - - - 47
Incidental exp Before COD Stage-1 (8,153) - - - -253
Expenditure related to previous year (47) - - - 0
AUC-Amount Settlement (253) - - - 0
AUC incidental investment clearing account (6,041) - (6,041) (6,041) 0
Financial Charges on lease 7 7 - 7 0

TOTAL 24,562 6,134 (24,670) (18,536) 43,098

NoteNo.2.2.2.5 MISCELLANEOUSINCOMETRANSFERRED TO EXPENDITURE DURING CONSTRUCTION

(Rs. in Lacs)

Amount Addition Deletion Net Amount

As at During During During As at
31.03.2021 | FY 2020-21 | FY 2020-21 | FY 2020-21 | 31.03.20

Interest from Banks Deposits/FDR's (2,122) - 3 3 (2,125)

Income from Providing design work/Lab Receipts - - - - -

Interest from Employees - = - . -

House Rent Collection from employees/Other recovery - - - - -

Infirm Sale or Power (17) - - - 17)

Interest on Tax Refunds - = - - _

Income from Sale of Tender Forms (1) = - - (1)

Income from Contractors - = - - _

Income from Transit Camp/Guest House - - - - -

Gain on sale of Assets (1) = - - (1)
Miscellaneous Receipts (10,002) (520) 686 166 (10,168)
TOTAL (12,143) (520) 689 169 (12,312)

188




ANNUAL REPORT 2020-2021 HIMACHAL PRADESH POWER CORPORATION LTD.

Lo LN
FOWER CORPORATION LTD.

Note2.3.1 CONSOLIDATED INVESTMENTPROPERTY
Asat31-3-21 (Rs. in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK

As at A::::;n Deductions/ As at As at A::::;n Deductions/ As at As at As at
01.04.2020 the year Adjustments | 31.03.2021 | 01.04.2020 the year Adjustments | 31.03.2021 31.03.2021 31.03.2020
Building-Investment 47 = = 47 17 1 = 18 28 30

Total 47 = - 47 17 1 = 18 28 30

Asat31-3-20 (Rs. in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK

As at A::::;n Deductions/ As at As at A;:?::;n Deductions/ As at As at As at
01.04.2019 the year Adjustments | 31.03.2020 | 01.04.2019 the year Adjustments| 31.03.2020 | 31.03.2020 31.03.2019
Building-Investment 47 = = 47 16 1 = 17 30 31

Total 47 o - 47 16 1 = 17 30 31

Note2.4.1 CONSOLIDATED RIGHT-OF-USE ASSETS

AS at 31 '3'21 (RS. in Lacs)
Carrying Addition Depreciation Carrying
amount as on during for the amount as on
01.04.2020 the year year 31.03.2021
ROU -Building 273 31 193 111
ROU-Land 32 - - 31
TOTAL 305 31 193 142
Asat31-3-20 (Rs. in Lacs)
Carrying Addition Depreciation Carrying
amount as on during for the amount as on
01.04.2019 the year year 31.03.2020
ROU -Building 453 - 180 273
ROU-Land 32 - - 32
TOTAL 485 - 181 305
Sub NoteNo02.5.1 CONSOLIDATED OTHERINTANGIBLE ASSETS (Rs.in Lacs)

GROSS BLOCK DEPRECIATION NET BLOCK

As at A:::It:;n Deductions/ As at As at A::::;n Deductions/ As at As at As at
01.04.2020 the year Adjustments | 31.03.2021 | 01.04.2020 the year Adjustments | 31.03.2021 31.03.2021 31.03.2020
Software 55 14 - 69 47 1 - 48 21 8

Total 55 14 = 69 47 1 = 48 21 8
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2.40 DISCLOSUREONFINANCIALINSTRUMENTS AND RISKMANAGEMENT
i) FairValue Measurement
a) Financial Instruments by Category (Rs.in Lacs)

As at March 31, 2021 As at March 31, 2020
Amortised Cost Amortised Cost

Financial Assets

Non Current Financial Assets

(i) Investments 2.6 - -
(ii) Loans 2.7 148 143
(iii) Others 2.8 - -

Bank Deposits with more than 12 Months Maturity

Current Financial Assets

(i) Trade Receivables 2.12 486 102
(i) Cash and Cash Equivalents 2.13 1,157 5,618
(i) Bank Balance other than above 2.14 2,284 2,348
(iv) Loans 2.15 7 14
(v) Other Assets

Interest Accrued 2.16 159 494
Other Recoverable 2.16 18,954 17,719
Total Financial Assets 23,195 26,438

Financial Liabilities

(i) Long Term Borrowings

a) Term Loans Financial Institutions 2.20 1,807 2,014
b) Term Loans from Others 2.20&2.22 1,15,302 4,00,929
(i) Deposits / retention non current 2.22 12,588 10,260

Current Financial Liabilities
(iii) Other Financial Liabilities

a) Current Maturity of Term Loans Financial Institutions 2.29 1,38,189 -
b) Current Maturity of Term Loans other 2.29 - -
¢) Deposit/Retention Money 2.29 2,134 2,279
d) Liability against Capital Works 2.29 1,741 2,300
e) Other Payables 2.26&2.29 2,54,280 8,349
Total Financial Liabilities 5,26,041 4,26,131

Note :- The Group does not classify any financial Assets/ Financial Liabilities at fair value through profit and Loss
and other comprehensive Income

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
company hasto classifyits 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




ANNUAL REPORT 2020-2021 HIMACHAL PRADESH POWER CORPORATION LTD.

N
POWER CORPORATION LTD.

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 nofinancial instruments 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 significant inputs is not based on observable market data, the instrument is included in
level 3.

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

“m As at March 31, 2021 As at March 31, 2020

Lot [ toverz | tovers | Covert | teverz | oves

Financial Assets at FVTOCI

(i) Investments

- In equity Instrument quoted - - - - - -

- In government Securities - - = o - -

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

TOTAL - - - - - -

(b) Financial Assets/Liabilities measured atamortised costfor which fairvalue are notdisclosed (Rs.in Lacs)

mm As at March 31, 2021 As at March 31, 2020

Lot [ Loz | overs | Loveit | toverz [ Govers |

Financial Assets
() Loans to employees & Others | 2.7 & 2.15 155 157
(i) Other - - - - - -

Bank deposits with more than
12 months maturity

Total Assets - 155 - - 157 -
Financial Liabilities

() Long term Borrowings (incl.

current Maturity & Interest) 2208229 2,88,843 2,55,505

(i) Deposit / Retention Money

(Including Current) 2.21&2.29 14,722 12,539

Total Liabilities - 3,03,565 - - 2,68,044 -

Total = = = =

Valuationtechniques 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 financial instrumentsincludes:

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

As at March 31, 2021 As at March 31, 2020

Financial Assets
(I) Loans to employees & Others | 2.7 & 2.15 155 155 157 157
(i) Other - - - -

Bank deposits with more than
12 months maturity

Total Assets 155 155 157 157

Financial Liabilities

() Long term Borrowings (incl.

current Maturity & Interest) 2.20&2.29 2,88,843 2,88,843 2,55,505 2,55,505
(i) Deposit / Retention Money

(Including Current) 221&2.29 14,722 14,722 12,539 12,539
Total Liabilities 3,03,565 3,03,565 2,68,044 2,68,044

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 Group at the yearend.
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(i) FINANCIALRISKMANAGEMENT

Financialriskfactors:

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 expose it toavariety 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 Group is exposed to credit risk from its operating activities (primarily trade receivables)
and fromits financing activities including deposits with banks and financial institutions.

Ey | EeerRa

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 c_:redlt
flow forecasts lines and borrowing facilities
. . Sensitivit
Market Risk-Interest rate Long term borrowings at Fixed rates ensitivity Ir]terest ISR g 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 unacceptablelosses.

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, 2021 and 31st March, 2018. 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) Financial assetsat 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
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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 theimpact of discounting is not significant.(refer note 2.20,2.22,2.26 & 2.29)

(Rs. in Lacs)
As at 31st March, 2021
e Outstanding| Within More than | More than 3| More than
Contractual maturities of
fi ial liabiliti Debt on oneYear [1year&less| year&less
HSRCIEEIERIItEs 31.03.2021 than 3 Years | than 5 Years
1. Borrowings (including interest 2.20,2.22, 255298.25 139996.10 33736.02 36988.51 44577.62
accrued but not due) 2.26&2.29
2. Other financial liabilities 2.22&229 27074232 269701.88 1040.44 - -
(Rs. in Lacs)
As at 31st March, 2020
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
HRARCISTHADINIES 31.03.2020 than 3 Years | than 5 Years
1. Borrowings (including interest 2.21,2.22 413520 232258 72711 58638 49912
accrued but not due) &2.26
2. Other financial liabilities 2.22&2.26 23188 19505 3683 - -

(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 changes in 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. fs.in Lace)
S. In Lacs

As At As At
31" March 2021 31° March 2020

Fixed Rate Borrowings 1,15,302 2,53,491
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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
exchange and are publicly traded in the stock exchanges.

iii) Foreign Currency Risk
Foreign CurrencyRisk Exposure:
The Group's exposure to foreign currencyrisk at the end of the reporting period expressedin (inlacs) are as follows :

m As At 31st March 2021 As At 31st March 2020

Financial Assets

Net Exposure to foreign currency risk (asset) 7.92 0.84 0 7.92 0.84 0
Financial Liabilities

Retention Money 0 1.32 0 0 3.93 0
Other Payables 0 0 0 0 0 0
Net Exposure to foreign currency risk (Liabilities) 7.92 -2.16 0 7.92 -3.09 0

The 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 and loss, in
theyearinwhichitarises.

(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 31st March, 2021.

The Group monitors capital using gearing ratio, which is net debt divided by total of Capital and Net Debt. The gearing
ratiosare as follows: (Rs.in Lacs)

As At As At
31 March 2021 31" March 2020

a) Loans and Borrowings 1,31,193.09 2,66,082.00
b) Trade and Other Payables 5,24,694.35 2,51,618.00
b) Less: Cash and Cash Equivalents 1,157.00 5,618.00
) Net Debt 6,54,730.00 5,12,082.00
d) Total Capital 1,63,564.72 1,83,034.00
e) Capital and Net Debt 8,18,294.72 6,95,116.00
f) Gearing Ratio (%age) 80.00 73.67

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 2016-17and total cumulative loss as on 31.03.2021 is Rs.
55206.61Lakhs, thus no dividend has been declared by the Group.

Other Explanatory Notes to Accounts:
2.41 CONTINGENTLIABILITIES
(a) Claimsagainstthe Group notacknowledged as debtsinrespectof: (Rs.in Lacs)

As At As At
31" March 2021 31" March 2020

Capital Works 80166.75 62680.45
Land Compensation 168618.40 18579.44
Others 5489.65 787.98

TOTAL 254274.80 82047.87

(i) Capitalworks:

Contractors have lodged claims as on 31.30.2021, aggregating to Approx. Rs. 80166.75 Lacs, 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 furtherinterest and escalation, ifany, 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.168618.40 Lacs as on 31.03.2021, before various authorities/courts. Group has shown the same as contingent
liability as the matteris subjudice.

(iii) Others:
Claims on account of other matters as on 31.03.2021, amounting to Rs. 5489.65 Lacs, mainly on account of claims for EPF,
Data Centre &building etc.

The aboveis summarized belowasat31.03.2021: (Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
as on 31.03.2021 Against Liability Liability Contigent Liability
— the Claims | ason 31.03.2021 | ason 31.03.2020 | for the period
Capital Works 80,166.75 0 80,166.75 62,680.45 17,486.30
Land Compensation 1,68,618.40 0 1,68,618.40 18,579.44 1,50,038.96
Others 5,489.65 0 5,489.65 787.98 4,701.67

Theaboveissummarizedasat31.03.2018 below

(Rs. in Lacs)
Claims Provision Contingent Contingent Addition of
as on 31.03.2020 Against Liability Liability Contigent Liability
o the Claims | as on 31.03.2020 | ason 31.03.2019 | for the period
Capital Works 62,680.45 0 62,680.45 89,119.64 -26,439.19
Land Compensation 18,579.44 0 18,579.44 49,589.33 -31,009.89

Others 787.98 0 787.98 400.26 387.72
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(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.

2.42 DETAILOFCONTINGENTASSETS (Rs. in Lacs)
As At As At
31" March 2021 31* March 2020
Civil Work 59306.60 40736.90

2.43 ESTIMATED AMOUNT OF COMMITMENTS NOT PROVIDED FORIS AS UNDER:

As At As At
31" March 2021 31" March 2020

(In Lacs)

Estimated amount of contracts remaining 74896.71 90185.95
to be executed on capital account and Euro 8.30 11.27
not provided for USs 3218 8218
2.44 THEEFFECT OF FOREIGN EXCHANGE FLUCTUATION DURINGTHEYEARIS ASUNDER: (Rs. in Lacs)
m«
Amount Charged to Statement of Profit and Loss -39.30 (Net) 46.34 (Net)
Account excluding depreciation
(il Amount Charged to Expenditure attributable to Nil Nil
construction
Amount adjusted by addition to the carrying amount . .
(iii) ) Nil Nil
of fixed Assets

2.45 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
devised by them.

b) Definedbenefitplans:

() 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 regulated as per the provisions of Payment of
Gratuity Act, 1972. The liability of the same is recognised on the basis of actuarial valuation. However the employees of
the HPSEBL who are on secondment basis with the Group the gratuity contribution is payable to the HPSEBL as per the
formula devised by them.

Based on the actuarial valuation obtained in this respect, the following table sets out the status of the gratuity plan and
theamountsrecognized inthe Group's financial statements as at balance sheet date:
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a. Present value of obligation 137,986,302
b. Fair value of plan assets =
c. Net assets / (liability) recognized in balance sheet as provision (137,986,302)
Plan Liability:-

The actuarial value of gratuity liability calculated on the above assumptions works out as under.

Present value of obligation as at the end of the period = 137,986,302
e | s |
a. Current Service Cost 13,421,186

b. Past Service Cost including curtailment Gains/Losses -

c. Gains or Losses on Non routine settlements -

d. Total Service Cost 13,421,186
Csevecon ] ian
a. Present value of obligation as at thebeginning of the period 68,182,720

b. Acquisition adjustment -

c. Interest Cost -
d. Service Cost 13,421,186
e. Past Service Cost including curtailment Gains/Losses -
f. Benefits Paid -
g. Total Actuarial (Gain)/Loss on Obligation 56,382,396
h. Present value of obligation as at the End of the period 137,986,302

Bifurcation of Actuarial Gain/Loss on Obligation m

a. Actuarial (Gain)/Loss on arising from Change in Demographic Assumption =

b. Actuarial (Gain)/Loss on arising from Change in Financial Assumption =

c. Actuarial (Gain)/Loss on arising from Experience Adjustment 56,382,396

Significance of actuarial gain/loss - Recurring significant amount of actuarial gain/loss arising from experience as
percentage of PBO in a year indicates that valuation assumptions need reconsideration unless it is caused by some
exceptional eventduring theinter-valuation period.

Balance Sheet and related analysis m

a. Present Value of the obligation at end 137,986,302
b. Fair value of plan assets =
¢. Unfunded Liability/provision in Balance Sheet (137,986,302)
The amounts recognized in the income statement m
a. Total Service Cost 13,421,186

b. Net Interest Cost -
c. Expense recognized in the Income Statement 13,421,186
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Other Comprehensive Income (OCI) m

a. Net cumulative unrecognized actuarial gain/(loss) opening =
b. Actuarial gain / (loss) for the year on PBO (56,382,396)

c. Actuarial gain /(loss) for the year on Asset =

d. Unrecognized actuarial gain/(loss) at the end of the year (56,382,396)
Bifurcation of PBO at the end of year in current and non current m

a. Current liability (Amount due within one year) 4,710,990

b. Non-Current liability (Amount due over one year) 133,275,312
Total PBO at the end of year 137,986,302
Expected contribution for the next Annual reporting period m

a. Service Cost 14,179,125

b. Net Interest Cost 9,383,069

c. Expected Expense for the next annual reporting period 23,562,194

Sensitivity Analysis of the defined benefit obligation m

a. Impact of the change in discount rate

Present Value of Obligation at the end of the period 137,986,302

a. Impact due to increase of 0.50% (8,094,904)

b. Impact due to decrease of 0.50% 8,833,237
b. Impact of the change in salary increase

Present Value of Obligation at the end of the period 137,986,302

a. Impact due to increase of 0.50% 4,387,884

b. Impact due to decrease of 0.50% (4,584,052)

Sensitivities due to mortality & withdrawals are not material & hence impact of change due to these not calculated.

Sensitivities as rate of increase of pensions in payment, rate of increase of pensions before retirement & life expectancy
arenotapplicable.

(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. The
liability of the same is recognised on the basis of actuarial valuation. 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.

Based on the actuarial valuation obtained in this respect, the following table sets out the status of the Leave encashment
plan and the amounts recognized inthe Group's financial statements as at balance sheet date:

a. Present value of obligation 158,817,866
b. Fair value of plan assets =
c. Net assets / (liability) recognized in balance sheet as provision (158,817,866)
Plan Liability

The actuarial value of earned leave liability calculated on the above assumptions works out as under
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Coweening T | o

Present value of obligation as at the end of the period = 158,817,866
N N T
a. Current Service Cost 15,308,664

b. Past Service Cost including curtailment Gains/Losses =

c. Gains or Losses on Non routine settlements -

d. Total Service Cost 15,308,664
Csevecon ] inan
a. Present value of obligation as at thebeginning of the period 73,400,288

b. Acquisition adjustment -

. Interest Cost =

d. Service Cost 15,308,664
e. Past Service Cost including curtailment Gains/Losses -
f. Benefits Paid (409,101)
g. Total Actuarial (Gain)/Loss on Obligation 70,518,015
h. Present value of obligation as at the End of the period 158,817,866

Actuarial Gain/Loss on Obligation m

a. Actuarial (Gain)/Loss on arising from Change in Demographic Assumption =

b. Actuarial (Gain)/Loss on arising from Change in Financial Assumption =

¢. Actuarial (Gain)/Loss on arising from Experience Adjustment 70,518,015

Significance of actuarial gain/loss - Recurring significant amount of actuarial gain/loss arising from experience as
percentage of PBO in a year indicates that valuation assumptions need reconsideration unless it is caused by some
exceptional event during the inter-valuation period.

Balance Sheet and related analysis m

a. Present Value of the obligation at end 158,817,866
b. Fair value of plan assets =
¢. Unfunded Liability/provision in Balance Sheet (158,817,866)
The amounts recognized in the income statement m
a. Total Service Cost 15,308,664
b. Net Interest Cost =
¢. Net actuarial (gain) / loss recognized in the period 70,518,015
d. Expense recognized in the Income Statement 85,826,679
Bifurcation of PBO at the end of year in current and non current m
a. Current liability (Amount due within one year) 4,785,248
b. Non-Current liability (Amount due over one year) 154,032,618

Total PBO at the end of year 158,817,866
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Expected contribution for the next Annual reporting period

a. Service Cost 16,110,090
b. Net Interest Cost 10,799,615
c. Expected Expense for the next annual reporting period 26,909,705

Sensitivity Analysis of the defined benefit obligation

a. Impact of the change in discount rate

Present Value of Obligation at the end of the period 158,817,866

a. Impact due to increase of 0.50% (10,161,562)

b. Impact due to decrease of 0.50% 11,110,315
b. Impact of the change in salary increase

Present Value of Obligation at the end of the period 158,817,866

a. Impact due to increase of 0.50% 10,928,502

b. Impact due to decrease of 0.50% (10,098,385)

Sensitivities due to mortality & withdrawals are not material & hence impact of changed due to these not calculated.
Sensitivities as rate of increase of pensions in payment, rate of increase of pensions before retirement & life expectancy
arenotapplicable.

2.46 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 perthe Ind AS 108 on 'Segment Reporting'

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

d) Information about majorcustomers: )
(Rs. in Lacs)

R P e Revenue from Customers
evenue from Customers
Name of Customer as percentage of revenue

1. HPSEB Limited 356.04 360.42 2.93% 2.52%
2. M/s TPTCL 11351.44 8875.29 93.33% 64.60%
3. M/s PTC 455.24 4236.945 3.74% 32.88%

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

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

Name Designation

Sh. Devesh Kumar, IAS Managing Director (w.e.f. 02.07. 2019 to 01.06.2020 and 25.06.2021 till date)
Sh. Amit Kashyap, IAS Managing Director (w.e.f. 02.11.2020 to 24.06.2021)

Sh. Rakesh Kanwar, IAS Managing Director (w.e.f. 03.06.2020 to 02.11.2020)

Mes. Priyanka Verma, IAS Director (Personnel & Finance) (w.e.f. 28.06.2021 to till date)

Er. Surender Kumar Director (Civil) (w.e.f. 22.07.2021 till date)
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Sh. Manmohan Sharma, HAS Director (Personnel & Finance) (w.e.f. 10.06.2019 to 24.06.2021)
Er. Shashi Kant Joshi Director(Electrical) (w.e.f. 20.05.2020 to till date)

Director (Civil) (w.ef. 11.06.2021 to 21.07.2021)
Sh. Sudarshan Sharma Company Secretary

(ii) JointVentures:

Principal B Percentage of Shareholding/ voting Power
Name of Entit Place rincipa
. of operation Activities BS L PS L
P 31st March 2021 31st March 2020
Himachal EMTA Power Kolkata Thermal Power 50% 50%
Limited Generation

(iii) Transactionswiththerelated partiesareasfollows: (R, In Lacs)

Transactions During the Year m

Investment in Share Capital = =

Share Application Money - -

Amount Recoverable = =

2.48 REMUNERATIONTODIRECTORS &KEY MANAGERIAL PERSONNEL (Rs.in Lacs)
| Pamalas | Yemrendedon2020:21 | Vearended on2019-20
i) Short Term Employee Benefits 104.02 64.48
i) Post Employment Benefits Nil Nil
iii) Other Long Term Benefits Nil Nil
iv) Termination Benefits Nil Nil

TOTAL 104.02 64.48

Whole Time Directors are allowed to the use of staff cars including private journeys on payment in accordance with
company rules. Remuneration shown above includes value of perquisite on account of leased accommodation.

2.49 INTERESTINOTHERENTITIES

(i) Interestinjointventures:

The Group'sinterestin joint ventures as at 31st March, 2021 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 ownershipinterestis the same as the proportion of voting rights held: (Rs. in Lacs)

Quoted Fair value Carrying Amount

) . Relation | Accounting
Entity & place | ownership ship Method 31st March 31st March
of Business Interest 2020 2020
* * * *

Name of % of

Himachal 50 Joint Equity
EMTA Venture Method
Power

Limited

« *Unlisted Entity- no quoted Price available

« **The Company has made provision of doubtful investments amounting to Rs. 338 lakhs in the F.Y.2017-18.
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« 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.

Summarised balance sheetas at 31 March 2021 using the Equity Method:
Himachal EMTA Power Limited (Rs. in Lacs)

As At As At As At
31" March 2021 31" March 2020 31" March 2019

Current Assets

Cash and Cash Equivalents 15.57 14.72 1.34
Other Assets 0.66 1.00 1.07
Total Current Assets 16.23 15.72 241
Total Non Current Assets 230.14 230.99 252.43
Current Liabilities

Financial Liabilities 0.51 0.51 0.51
Current Liabilities 2.02 2.02 2.02
Total Current Liabilities 2.53 2.53 2.53
Non Current Liabilities

Financial Liabilities 121.00 121.00 121.00
Other Liabilities 40.87 35.76 29.9
Total Non Current Liabilities 161.87 156.76 150.9
Net Assets 81.97 87.42 101.41

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

As At As At As At
31" March 2021 31* March 2020 31" March 2019

Revenue 0.00 0.00 0.00
Interest Income 0.59 0.68 0.83
Other Expenses 0.92 1.33 1.66
Depreciation and Amortisation 0.00 0.00 0.00
Profit Before Tax -0.33 -0.66 -0.83
Tax Expense 0.00 0.00 2.53
Total Comprehensive Income for the Year -0.33 -0.66 -3.36

2.50 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.

2.51 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 2020,
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.
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2.52 OTHERDISCLOSURES AS PERSCHEDULE-IIIOF THE COMPANIES ACT, 2013 AREAS UNDER: (Rs. in Lacs)
-“

A 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

ii) Spare Parts Nil Nil

D | Value of Component, Stores and Spare Parts Consumed Nil Nil

i) Imported Nil Nil

ii) | Indigenous Nil Nil

2.53 QUANTITATIVEDETAILS IN RESPECT OF ENERGY GENERATED & SOLD

Hydro Power:
m“
Licensed Capacity 281TMW 170MW

2) | Installed Capacity 281TMW 170MW

3) | Actual Generation (million Units) 463.32MUs 543.40MUs
2.54 PAYMENTTOAUDITORS INCLUDES: (Rs. in Lacs)
| paticwls | Yearendedon2020.21 | Vearendedon2019-20 |
As Auditors
Statutory Auditors (includes revision of fee from the F.Y. 2015-16) 0.00 5.62
Tax Audit 0.00 1.00
Other services (Certification fee) 0.00 0.00
Reimbursement of Expenses 1.17 1.32
Reimbursement of Service Tax/GST 0.00 1.28

TOTAL 1.17

2,55 DISCLOSURERELATEDTO 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.

2.56 INFORMATION IN RESPECT OF MICRO AND SMALL ENTERPRISES AS AT 31ST MARCH 2018 AS REQUIRED BY
MICRO, SMALL AND MEDIUM ENTERPRISES DEVELOPMENT ACT, 2006: (Re.in Lacs)

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
under the MSMED Act

Nil Nil
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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.

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

2.58 STATUSOFPENDINGINCOMETAX CASES AS ONDATE
l. From F.Y.2007-08 till F.Y.2014-15, the cases are pending before Hon'ble High Court of H.P, for full Tax exemption
u/s 260A of IncomeTax Act, 1961.

Il. Forthe FY 2015-16,an amount of Rs. 11,05,28,339/- has been deposited as Advance tax (including TDS & TCS) and
Rs.29,25,700/-as statutory deposit @20% against total demand raised by the AO Shimla circle for Rs. 1,46,28,230/-
and the corporation have preferred tofile an 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).

M. Forthe FY 2016-17,anamountofRs.6,55,52,279/- (Rs. 6,06,67,400+ Rs. 48,84,879) has been deposited as Advance
tax (including TDS & TCS). The assessment proceeding is completed and a partial refund of Rs. 4,61,89,669/- is
received along with interest of Rs.79,14,291/-.The appealis pending before CIT (Appeal) for full Income Tax relief.

IV. For the FY 2017-18, an amount of Rs. 7,62,66,645/- (Rs. 6,46,89,324+ Rs. 1,15,77,321) has been deposited as
Advance tax (including TDS and TCS) with Income Tax authorities. The assessment proceeding is completed and a
Refund of Rs. 7,62,66,645/- is received along with interest. An appeal is pending with CIT Appeal against the
penaltyimposed u/s271 (1) (c).

V. FortheFY2018-19,anamountofRs. 1,71,74,779/-,(Rs.62,96,381+Rs. 1,08,74,148) has been deposited as Advance
tax, TDS & TCS. Assessment proceedings by AO has been completed and a Refunds of Rs. 1,79,47,641/- along with
interest of Rs. 7,72,862/- is been issued in favour of HPPCL. An appeal is filed with CIT (Appeal) against the
Assessment orders passed by the A.O. vide which the carry forward expenses are not considered for the
Assessment of Income of the Corporation and appeal is yet to be decided by the CIT Appeal.

VI.  FortheFY2019-20and FY 2020-21, the Assessment proceedings are yet to be completed by the Assessing Officer.

2.59 TheGroup hasin possession forest land at, Sainj HEP, Shongtong HEP, Kashang HEP, Sawra Kudu HEP and Beradole
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-ll dated 23.01.2016, as the lease deeds with the revenue department in respect of above
projects are under process and the exactamount of costinvolved is not yet known.

2.60 Apportionment of expenditure of Corporate Office and DW Sunder Nagar:
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 Group in the following proportions :-
- 15% of the total expenditure to Renukaji project.
- Rest is apportioned to the remaining projects on the basis of ratio of the capital expenditure incurred on
various projectsupto31st August2016.

PostCOD

(i) Expenditure:

The Group has apportioned the expenditure of corporate office and Sundarnagar ( Design Wing) from 01

September 2016 to 31st March 2021 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.
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- 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 Sundarnagar from 01 September

2016to31stMarch 2021 in the following proportions:-

- 15% of the totalincome to Renuka ji project.

- 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.

The AFD during Dec, 2015 has agreed to provide Euro 80 million for construction of Chanju-lll & Deothal Chanju
HEP. Credit Facility agreement between Gol and AFD was signed on 04.07.2017 and Project Agreement among
HPPCL, GoHP and AFD signed on 02.02.2018.

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
expiredin December 2019. Now the Power Finance Corporation has agreed to fund Rs. 2207.63 Crores for balance
works of Shongtong HEP including IDC (Interest during construction) against state Government Guarantee only.
The same has been approved by the Board of Directors of the Corporation vide its 74th Meeting, held on 8th
March 2021. AFD (a French Development Agency) has agreed for financing the Chanju-lll and Deothal Chanju
HEPs and Credit Facility Agreement (CFA) amounting to Rs. 80 Million EURO, has been signed between Govt. of
India and AFD on 04.07.2017. Further the Project Agreement and On Lending Agreement between HPPCL, GoHP
and AFD were signed on 02.02.2018 and 11.07.2018 respectively.

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.

COMMISSIONING OF ANEW PROJECT:
Sawra Kuddu HEP of the Corporation has been commissioned with effect from its Commercial Operation Date
(COD)i.e.00:00Hrson21.01.2021and ason 14.03.2021.

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-imburse the same; hence provision for doubtful debt has
not been 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 Group has communicated to the DoE, GoHP vide
letter dated 22.07.2017 that as PFR prepared by SJVNL 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 carry out 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. After receiving the above response from HPPCL, SJVNL has not raised any fresh demand of re-
imbursement from HPPCL.
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2.67 GRANTRECEIVABLE

1) In case of Renuka Ji HEP, the total funds received from Govt. of India is Rs. 902.53 Crores. However an amount of
Rs. 1229.37Crores has been spent till 31.03.2021 on the project. The excess amount spent of Rs. 326.84 Crore, has
been shown as grant receivable from Govt. of India.

In case of Gyspa HEP, Group has shown Rs 7.14 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 work for conducting the
investigation preparation of DPR was allotted and the same was started by the consultant. 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 High Power Steering committee meeting was held on 06.12.2021 under the Chairmanship of Secretary
DoWR, Gol wherein it was desired that state should work on Gyspa Dam Project as it is a project of National
Importance. Terms of Reference (ToR) earlier issued by MoEF&CC had expired hence a fresh application for grant
of ToRin favour of Gyspa Dam Project was uploaded on MoEF&CC portal on dated 24.11.2020.

The proposal was taken up before the Expert Appraisal Committee (EAC) River Valley Projects, MOEF&CC on dated
25.03.2021 wherein proposal was deferred on following lines-

“Since the project has been presented as a National Project and also comes under the ambit of Indus Water Treaty (IWT),
the conceptual plan shall be submitted to CWC for prime-facie acceptance of the location of the dam and other
components of the project. The consent of CWCto be submitted to the EAC for further consideration.”

Accordingly, HPPCL submitted Pre-Feasibility Report (PFR) of Gyspa Dam Project to CWC vide letter dated
27.04.2021 for prime-facia acceptance of the dam location. CWC vide letter dated 06.08.2021 desired additional
geological datato examine the suitability of Dam Axis.

HPPCL vide letter dated 16.08.2021 submitted that the detailed geological investigation desired by CWC shall be
carried out after approval of ToR from MoEF&CC and hence requested to convey the prima-facie acceptance of
location of the dam so that case for approval of ToR can be processed. CWC vide letter dated 03.09.2021 reiterated
that it is essential to examine the layout of spillway and proposed sediment management measures to examine
the suitability of Dam location.

To solve the above issue a meeting was held under the chairmanship of Member (WP&P), CWC on 04.01.2022
wherein it was informed that BoD of HPPCL has decided that the matter for construction of Gyspa Dam shall be
taken up with GoHP/Directorate of Energy (DoE) to allot this project to some other CPSU and HPPCL has
communicated the same to DoE. However, CWC desired that till the time project is allotted to some other
organization, HPPCL may work on the project and reply to observations may be submitted for approval at the
earliest.

2.68 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, but not in use; 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.
MandiH.P, foraperiod of 4 years. Deed has been executed. As the cost of this portion of land transferred to HPPCL
isnotyetdetermined, hence the same has notbeen accounted for.

207
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2.70

2.71

2.72

2.73

2.74

2.75

2.76

LOCALAREADEVELOPMENT FUND

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

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 Rs. 129.26 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. 405.67 crores against
the contractor. Provision for amount doubtful for recovery has been made for the amount of Rs. 129 Crores in the
Books of Accountsas on 31.03.2021, keeping in view the bleak realization of such recoverable amount. The matter
ispending with NCLT.

STATUS OF THENAKTHAN HEP

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 Detailed Project Report (DPR) of Nakthan HEP (460
MW) in Distt. Kullu is in advanced stages of appraisal in Central Electricity Authority (CEA)/ Central Water
Commission (CWC). Clearances/approval for 10 aspects/chapters of DPR has been obtained from CWC/CEA out of
total 11 aspects/chaptersunder Level-l stage. Project was taken up forappraisal by EAC earlierin2015and 2016.In
the 91st meeting of EAC held in February 2016 Environment clearance was withheld due to pending court case
with M/s Sai Engineering in Hon'ble High Court of HP. An Intervention Petition has been filed in Hon'ble High
Courtof HP, so that HPPCL may be allowed to join in the present arbitration case either as co-petitioner to implead
in the case. Forest Clearance case is being pursued; however, the same has been pending for past some time.
Forest right claims have been filed by both Nakthan and Tosh ward and matter regarding FRA certificates is
pending for final decision by Deputy Commissioner. Efforts are going on Government level for amicable out of
court settlement.

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. Now w.e.f. September 2021 onwards, the arrangement to sell the power in Energy Exchange through Tata
PowerTrading Corporation has been made.

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).

Further the power generated by Sawra Kuddu HEP is also being sold in Energy Exchange through Tata Power
Trading Corporation, with effect from its Commercial Operation Date (COD)i.e. 00:00 Hrson 21.01.2021.

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

An amount of Rs. 5 Crores was received as seed money against Kishau Corporation Ltd., from Govt. of HP, as
promoters share during the F.Y 2017-18.The entire amount has now been disbursed to Kishau Corporation Ltd.till
thefinalization of annual accounts fortheF.Y.2020-21.

As per the request submitted to GoHP, to further defer the repayment of loan and interest due, the GoHP, has now
deferred the repayment of loan andinterest payments till F.Y. 2020-21.

Renukaji Dam, a Project of “National Importance”has been conceived as a storage project on Giri River in Sirmaur
district of Himachal Pradesh. Live Storage will be 0.498 billion cubic meters (BCM). 23 cumecs of drinking water
will be supplied to Delhi and 200 Million Units of electricity will be generated in 90% dependable year, which will
be utilized by Himachal Pradesh. Project envisages construction of a 148m high rock fill dam and a surface power
house with installed capacity of 40MW on right bank of the river. Interstate Agreement amongst Govt. of Indiaand
the beneficiary states of Upper Yamuna Basin was signed on 11.01.2019. In February 2019 updated cost at
October 2018 price level has been finalized at Rs 6946.99 crore. This cost was earlier approved as Rs 4596.76 crore




ANNUAL REPORT 2020-2021 HIMACHAL PRADESH POWER CORPORATION LTD. é%

N
POWER CORPORATION LTD.

at March 2015 price level. Cost apportionment has been finalized with cost of water and power component as
Rs6647.46 crore and Rs.299.53crore respectively.

For Water component Gol will bear an expenditure of Rs. 5982.72 Crore and Rs. 664.74 Crore shall be borne by the
beneficiary states including Himachal Pradesh. Govt. of NCT of Delhi has agreed to fund 90 % cost of the power
component also, in MoWR meeting dated 12.09.2018 held in New Delhi. Technical Advisory Committee (TAC) of
MoJS accepted this proposal in its meeting held on 09-12-2019. Investment Clearance has been accorded by
MoJS in the meeting dated 07-08-2020. Expenditure Finance Committee has approved the project on 6th August
2021.

Cabinet Committee of Economic Affairs (CCEA) has granted its approval for the funding of the Project under
Pradhan Mantri Kisan Sinchayi Yojana- Accelerated Irrigation Benefit Program (PMKSY-AIBP) on 15-12-2021.
Hon'ble Prime Minister of India has laid the Foundation Stone of the Project on 27-12-2021.

2.77 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.

2.78 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
contract amount by EURO 59016.79 due to inclusion of withholding Tax 3) Continuation of consultancy services
of Accompanying the investigations on the Barrage Right bank Slop of Shontong Karchham HEP with no variation
in contract amount 4) Basic concept for protection of barrage against sliding right bank slop with no variation in
contractamount.

2.79 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 ¥ 2.59 crores. At present the case is pending in the Hon'ble Supreme Court of
India.

2.80 As perHydro Generation Tariff Regulation 20, on Depreciation (given in the Appendix of Depreciation Schedule),
of HPERC Notification No. HPERC/Gen/479 dated 1st 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 depreciated
@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.

2.81 Tofinance the working capital requirements, Corporation is availing the cash credit limit of Rs. 200.00 Crore, from
KCC Bank Ltd, which was sanctioned by the Bank on 21st November, 2019. As on 31st December 2021 total limit
exhausted/utilized by the corporation stood at Rs. 79.20 Crores. This Corporation has also raised a Cash Credit
Limit of Rs.200.00 Crore from H.P. State Co-operative Bank Ltd. on 05th March 2021. As on 31st December 2021
total limit exhausted/utilized by the corporation stood atRs.0.21Crore.

2.82 SURRENDEROFUNVIABLE/IDLEPROJECTSALLOTTEDTOHPPCL:
Corporation has submitted a proposal to the GoHP to surrender the under mentioned Unviable/Idle Projects
allotted toHPPCL i.e. Chirgaon-Majhgaon HEP (52 MW), Dhamwari Sunda HEP (70 MW), Lujai HEP (45 MW), Chiroti
SaichuHEP (26MW), Saichu HEP (58 MW) and Saichu Sach Khas HEP (117 MW). Approval of GoHP is awaited.

2.83 DISCLOSUREUNDERINDAS 28 (INVESTMENTSIN ASSOCIATES AND JOINTVENTURES):
As per Para 38 of Ind AS 28- If an entity's share of losses of an associate or a joint venture equals or exceed:s its
interestinthe associate orjoint venture, the entity discontinues recognising its share of furtherlosses. The interest
in an associate or a joint venture is the carrying amount of the investment in the associate or joint venture
determined using the equity method together with any long-term interests that, in substance, form part of the
entity's net investment in the associate or joint venture. For example, an item for which settlement is neither
planned nor likely to occurin the foreseeable future s, in substance, an extension of the entity'sinvestment in that
associate or joint venture. Such items may include preference shares and long-term receivables or loans, but do
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not include trade receivables, trade payables or any long-term receivables for which adequate collateral exists,
such as secured loans. Losses recognised using the equity method in excess of the entity's investment in ordinary
shares are applied to the other components of the entity's interest in an associate or a joint venture in the reverse
order of their seniority (i.e. priority in liquidation).

Further as per Para 39 Ind. AS 28- After the entity's interest is reduced to zero, additional losses are provided for,
and a liability is recognised, only to the extent that the entity has incurred legal or constructive obligations or
made payments on behalf of the associate or joint venture. If the associate or joint venture subsequently reports

profits, the entity resumes recognising its share of those profits only after its share of the profits equals the share of
losses notrecognised.

For and on behalf of the Board of Directors

Sd/- Sd/- Sd/- Sd/-
(B.L. Verma) (Sudershan K. Sharma) (Priyanka Verma) (Devesh Kumar)
A.G.M. (Finance) Company Secretary Director (Finance) Managing Director
DIN No. 09244723 DIN No. 00329576

Signed in terms of our Audit Report of even date

For Soni Gulati & Co., Chartered Accountants, FRN No. 008770N
Place: Shimla Sd/-

Date: 26/11/2022 (CA Suresh Chand Soni), Partner, Membership No. 083106
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Soni Gulati & Co.

Chartered Accountants

INDEPENDENT AUDITOR'S REPORT
To
The Members of HHIMACHAL PRADESH POWER CORPORATION Limited
Reportonthe Consolidated Ind AS Financial Statements
Qualified Opinion
We have audited the accompanying Consolidated Ind AS financial statements of HHIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Holding Group") and its subsidiary, which comprise the Consolidated Balance Sheet as at
31st March, 2021, 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 the significant accounting policies
and other explanatory information (hereinafter referred to as "the Consolidated Ind AS financial statements").

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 section of our report the aforesaid Consolidated Ind AS financial
statements give the information required by the Actin 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, 2021, and its profit/loss (financial performance including other comprehensive income),
its cash flows and the changesin equity for the year ended on that date.

Basis for Adverse Opinion

We conducted our audit of the Consolidated financial statements in accordance with the Standards on Auditing
specified under section 143(10) of the Act (SAs). Our responsibilities under those Standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of
India (ICAI) together with the independence requirements that are relevant to our audit of the Consolidated financial
statements under the provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the ICAl's Code of Ethics. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our qualified audit opinion on the Consolidated
financial statements.

A Preparation of the Financial Statements

() Previous auditors reported that supplementary information submitted by the units does tally with the approved
financial statements submitted to us for audit. The Current and Non current classification details submitted by the units
does tally with current and non current assets and liabilities depicted in the Financial statements ,however the same
could not be verified by us for want of information. But no such supplementary information was submitted to us. The
financial statements are prepared on excel sheets & not taken from SAP as the SAP software acquired is deficient in this
respect. The details of vouchers in SAP were asked for but submission of such information was delayed /given late and
incomplete. Last year we were made different (altered) financial statements on different dates (thrice) after we discussed
our observation these were changed ,although these were claimed and certified as Board approved&on the top of it
changes were not explained. As SAP was updated, we could not verify the same. This year management wants to change
the various notes to rectify their shortcoming / errors / omissions.

B Non-Compliance ofindian Accounting Standard (Ind AS)
The Group has not complied with the following Indian Accounting Standards while preparing the financial
statements:-

(i) IndianAccounting Standard (Ind As 1) Preparation of Financial Statements

‘ROSHANLEELA”, 174/2, Near Govt. School Mehli, PO-Kasumpti, Shimla-171009
Tel.: 0177-2626169, 2626793, Fax: 0177-2626169, Email: sonisuresh9@gmail.com
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(ii)

(iii)

(iv)

(v)

(vi)

(vii)

The Para 15 of Ind As 1 Presentation of Financial Statements states that where Financial Statements comply with
IND As the Group shall make an explicit and unreserved statement of such compliance in the notes. The Group has
claimed that financial statements are IND AS compliant but we noticed some non compliance reported in this
report.

Indian Accounting Standard (Ind AS) 20 Accounting for Government Grants and Disclosure of Government
Assistance.

The Group has applied for grant of the deferment of repayment of principal payment and payment of interest till
FY2021-21 but no sanction has been received as informed by the management. No such interest on interest has
been accounted for by the Group till the close of the year as per para 10 A of the IND AS. In the absence of the
information we are unable to commenton same.

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 hasto be made at the end of the year and same has to be accounted for on in the books of accounts. As claimed
by the management, the Group has accounted for the liability on the basis of the actuarial valuation ,however the
managementis unable to explain the entries passed in books of accounts.

Indian Accounting Standard (Ind AS) 37 Provisions, Contingent Liabilities and Contingent Assets:

We were informed that the Group has disclosed the provisions contingent liabilitiesand contingent assets only up
to the date when the accounts were 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 these financial statements.

Indian Accounting Standard (Ind AS) 10 Events After the Reporting Period

The financial Statements for the year under review are provided to us on 11/03/2022 although previous year
Balance Sheet was signed on 31.3.2022. 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 FairValue of the assets and Liabilities as on 31st March 2021, (Refer Note No 2.46).The same
isnotinline with the IND as 113 FairValue Measurement which is mandatory applicable to the Group.

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 on non
disclosure of nil interest on unpaid/overdue interestand itsimpact on the profitand loss and Balance sheet has not
beendisclosedin the financial statements.

(viii) Indian Accounting Standard (Ind AS) 12 Income Tax

ix)

x)

Xi)

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 1.22 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
oftheyear.

Indian Accounting Standard (Ind AS) 8 Accounting Policies, Changes in Accounting in Accounting
Estimatesand Errors

as reported in previous audit reports, the Group has not applied the Ind AS 8 in relation to accounting of the Prior
Period Adjustments of errors while preparing the Financial Statements as stated in the para 1.25 of the Significant
Accounting Policies of the Group.

Indian Accounting Standard (INDAS32,107,& 109

The Group has not disclosed that there is continuous default in repayment of Loans to Govt of Himachal Pradesh
alsointerest remained unpaid throughout the period.

The Group has not classified the Loan in to current &non current as required by the Companies Act as well IND AS.
The Loan due within the next 12 months should have been classified under current liability which has not been
done.
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xii) Termsofrepaymentoftermloansand otherloans shall be stated but the management failed to do so.

xiii) As per Sch lll to Companies Act 2013, Period and amount of continuing default as separately in each case, but the
management failed to do so. Upon asking for detailed calculations of loan liabilities (current &non current) the
management reply was this has been reconciled by o/0 AG Shimla.

C  Observationson the Financial Statements & Accounting Practices

1 Maintenance of Accounts:
The Group maintains its accounts on SAP package ,but this is in the form of a proxy only ,as no evidence in support
of the entries passed are attached to the vouchers. Management was requested to clarify the use to wasting large
sum of money on SAP when it is not used & by not attaching the supporting documents with vouchers, the very
purpose of SAP is defeated. The management reply was abusive & evasive without any outcome. We were told that
audits has been conducted every year but no body pointed out this neither by statutory auditors nor by CAG
auditors or internal auditors. In our opinion investment of SAP is mere wastage of money as there are no
attachmentstoany vouchers.

2 Consolidation of subsidiary financial statements:
The Group has approved consolidated statements as consolidated financial statements but in realty these are only
copies of Consolidated statements. The management reply was, ” the subsidiary Group is incurring losses &
provision has been created against the investment, but in reality the losses have not wiped off the proportionate
share of the investing Group. In our opinion, the results should have been consolidated to the extent of its
proportionate share.

3  PropertyPlantand Equipment Note 2.1

i)  Weinvite attention to previous year report Note No. 2.59 wherein its stated that the Group is in possession of forest
land at, Sainj HEP, Shongtong 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. This observation was also
reportedin previous year report.

ii)  Welnvite attention to Note No. 2.68 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 of
above. The Sainj HEP has entered into agreement to lease out the land from the above land in possession to
AFCONS Infrastructure Limited Lease agreement in the month of September 2019 for four years.

(iii) Asreported by earlier auditors the Renukaji HEP has accounted for Rs. 31,911 Lakhon account of compensation
paid for the land. The Himachal Pradesh Electricity Regulatory Commission Hydro Generation Tariff Regulation has
provided that the Depreciation @ 3.34% is leviable on submerged Land. The HP CAG issued comment on the same
inthe Supplementary audit forthe year2016-17.

As per management ,depreciation will be charged only after the land is submerged ,as it is not submerged as on
31.3.2021.

iv)  No effect has been given by the management in the financial statements to the comments issued by CAG of India
dated 23-8-2022 onfinancial statements forthe yearended 31.3.2020.

v)  Similarly, the management instead of providing information on earlier years qualifications by statutory auditor ,it
claims thatthese pertain to prior period and current year auditors has to do nothing on this.

vi)  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 forthe year2016-17 has commented that Rs. 785 Lakhs has been less charged on
the above and the Property Plant and 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 the above. As informed by the management,
no effect has been given in financial statements as the land has not yet been submerged & effect may be given after
thelandis submerged.

4  CapitalWorkinProgress2.2
[)  Welnvite attention to Note No 2.74 where in it is stated that the Court case has been filed by the Toss Mini Hydel
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(ii)

(iii)

(ii)

(iii)

(iv)

Projectin 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.

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 HCC has gone into court
case and the amount is of non recoverable nature as the amount is not recovered till date.. Thus provision for the
same is required and provisions are understated to the extent of above. No action has been taken by the
managementalthough reported by previous year auditors.

Reported by previous auditors the Kashang Unit has charged interest paid on PFCloan 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 current assets are understated to the extent of above. The observation is continuing since
2016-17 and the amount is not recovered till date hence a provision for the same is required. Thus expenditure is
understated to the extant of above.

The Group during the year under review has adopted the same method of apportionment as done in earlier years
but due to capitalisation of Court deposits the percentage of expenditure incurred has increased to around 15 % of
total .But earlieryears it was just 5% of total expenditure during those year but not reversed.

Non-CurrentInvestment Note 2.5

We invite attention to Note No.2.49, 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”

The Group has made provision for doubtful investments amounting to Rs. 337.50 lakhs in the books of accounts.
The accumulated losses (proportionate) of this Group are less than the paid up capital ,but the management failed
to consolidate the results of this Group iniits financial statements.

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 of the Supreme Court during the year under review.

We invite attention to note 2.79 where in the Enforcement Directorate has attached the assets of the Himachal Emta
Private Limited amounting to Rs. 259 Lakh. The Directors report of the Himachal Emta Limited for the year 2018-19
stated that the CBl has filed charge Sheet accusing the two Directors of the Group Sh. Ujjal Kumar Upadhaya and Sh.
Bikas Mukheriji in the matter pertaining to the allocation of Gourangdih ABC coal Block by misrepresentation of
facts. The ED on the basis of the Charge sheet filed has attached the assets of the Gourangdh Coal Limited
considering them to be proceeds of crime under Prevention of money Laundering Act 2002.At present the case is
pending with the Supreme court of India against the attachment order. No Disclosure of the same has been made
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inthe notestoaccounts.

6 OtherNon-Current Financial Assets Note2.10

(i)  TheChirgaon 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 Plantand Equipment is understated to the extent of above.

(ii) The Shongtong HEP, has paid Rs. 44.06 Lakhs (previous year Rs. 44.07 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 extent of above. Out of this Rs. 946800
hasbeen recovered on 27-6-2022. Balance Rs. 3354520/-

(iii) (@) Weinvite attentiontoNote N0 2.71 whereinitis stated that the amount recoverable from contractors includes
a sum of Rs. 11183 lakhs (previous year Rs. 11214 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.

The Management has informed the previous auditors through a letter from the Director Finance dated 9th June
2021 that in case of non recovery of the amount from the contractor the same will be charged to the cost of the”
Main CivilWorks” after obtaining the necessary approval from the Board of Directors.

We suggest that the Management should take approval from the BOD regarding charging of the amount
recoverable from the contractor to the” Main Civil works”in case of the non recovery of the amount due from the
contractor at subsequent Board Meeting. The same is required as per the requirement of IND AS so that the
abovecost will become part of the cost to bring the assets to location and condition necessary for it to be capable
of operatingin the mannerintended by the Management.

The Group is not the secured creditors of the Coastal Projects and the Group has not shown to our verification any
documents in support of their claim that the amount recoverable from the coastal projects are fully secured and
thereis full probability that the amount will be fully recovered in the near future.

In our opinion as the amount is doubt full of recovery necessary provision should be made in the books of accounts.
Thus, Other Non-Current Financial Assets are overstated to the extent of above and Capital work in progress are
understated to the extent of above.

(b) Reported by previous auditors .the unit has not charged the GST on the amount of the Rs. 3,287 Lakh charged
to the Coastal Projects on account of Risk and Award Cost charged to the contractor. Thus GST amounting to Rs. 592
Lakh has not been charged on the above on account of reimbursement of expenses and liability is understated to
the extentofabove.

(c) The Group has debited the amount of service tax payable by the Group amounting to Rs. 65.30 Lakh to the
service tax authorities and the same has been paid by the Group in its own service tax number under the Viswas se
Vivad Scheme. The Liability of payment of the service tax was of the Group in the pre GST period which was
Charged from the HCC on account of Rent Charges of use of Machinery of the Coastal Projects by the HCC. The
Amount was credited to the Costal Projects without depositing the service tax from the rent credited to the Coastal
Projects. Thus the services are covered Under Principal agent relationship and GST has to be charged on the same
andasumofRs. 11.70 Lakhisto be paid as GST on the above.The Liability is understated to the extent of above.

d) Furtherthe Group hasfiled a claim of Rs. 40,736.90 Lakhs inclusive of interest with the NCLT against the Coastal
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Projects Limited as the contractor Group has gone into liquidation which is in the nature of Contingent Assets and
same hasbeen disclosed as Contingent Assets as per Note 2.42.The matteris pending with the NCLT.

(iv) Weinvite attentionto Note No 2.65 where initis stated that the Group has not made a provision for Rs. 103.24 lakhs
(Previous Year ¥103.24 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
ofabove.

(v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit work. The HPSEB has fully utilised the
advance and given the Utilisation certificate to the Group. As per management the material is still laying in control
of HPSEB &tillitishanded overit cannotbe capitalised.

(vi) GrantReceivable

In case of Gyspa HEP ,we invite attention to Note No 2.67 where in it is stated that Group is showing Rs. 608 lakhs
(previous year Rs. 608 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
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 to it, and that the entity will comply with conditions attaching to it, and that the grant
will be received .Receipt of a grant does not of itself provide conclusive evidence that the conditions attaching
tothe grant have been or will be fulfilled.”

The grantrecoverable 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 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.

(vii) 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 2.51).

Thefollowing are details of the advances. (Amount in Lacs)
I T T
Patel Engineering 7,665.00 4,852.00
Andtriz Hydro 1,669.00 1,789.00

(viii) The Shongtong unit is showing advance of Rs. 35.49 Lakh( Previous Year Rs. 154 lakhs) to HPSEB as on 31st March
2021 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. 35.49
lakhs and CWIP are understated to the extent of above. Utilisation certificate received on 15-11-2022.
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(ix) The Sawra Kuddu HEP is showing a sum of Rs. 485 lakhs (Rs. 714 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 Rs. 485 lakhs and CWIP are understated to the extent of
above.

(x)  The Chanjulll has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 17 lakhs for
want of utilisation certificate.

(xi) The Deonthal Chanju has not capitalised the advance to HPPTCL for design and survey work amounting to Rs. 13.00
lakhs for want of utilisation certificate.

(xii) The Sainj unitis showing Rs. 3624 recoverable from State Pollution Department but the expenditure has not been
booked. Utilisation certificate yet to be received.

(xiii) The Sainjunithas shown Rs.9 Lakh 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.

(xiv) The Sainjunithas shown Rs.6.63Lakh (Previousyear Rs.131 Lakh).

(xvi) The Sainj unit has booked advance to HPSEB amounting to Rs. 5.29 Lakh which is of non recoverable nature and
should have been charged to the CWIP. Thus Current advances has been overstated to the extant of above as the
amounthas notbeen recovered and adjusted till date.

(xvii) The Sainj unit has booked advance to XEN IPH amounting to Rs. 4.65 Lakh which is of non recoverable nature and
should have been charged to the CWIP. Thus Current advances has been overstated to the extant of above as the
amounthas notbeen recovered and adjusted till date

(xviii) The Sawara Kuddu Unit has debited Rs. 41 lakhs to Patel Engineering on account of Risk and award cost of the work
done during the year 2017-18. The contractor has not paid the amount till date. Thus Provision for non
recoverability of amountis required. Thus Other non current Assets are overstated to that extant.

(xix) The Chanjulll has not capitalised the amount of Rs. 187 Lakh paid to HPSEBL as the work has not been completed.
(xx) The Deonthal Chanju has not capitalised the amount of Rs. 187 lakh paid to HPSEBL, as the work has not been
completed.

7 InventoryNote2.11
Reported by previous auditors the Kashang stage 1 Unitis showing the following inventories at the close of the year

S T I N

2000000751 G.l. Pipe 80 mm® 248.3 Rmt 1,06,140.80  Transferred from HPSEB
2 2000000744 Portable Magzine 4 Nos. 1,55,567.00  Transferred from HPSEB
3 2000000765 Steel Tubler Pole 10 mtr. 42 Nos 4,51,035.90  Transferred from HPSEB
4. 2000000727 Angle Iron 100x100x6mm 17.787 M 6,06,688.42  Transferred from HPSEB
5 2000000766 ACSR Conductor 14,078 M 6,22,205.05  Transferred from HPSEB
6. 2000005637 Needle Tips & Seat Ring 1 Set 16,60,593.94  Spares for E and M work

I T % ST

The Item from srno 1 to 5 amounting to Rs. 19.41 Lakh has to be shown at Net Realisable Value and the necessary
provision of obsolescence has to be made. No informationin respect of the same has been provided to us.

Theitem at Srno 6is spare of the Turbine and has be shown under Property Plant and Equipment's&as such should
be depreciated along with the plant.

Thus Inventory is overstated to the extant of Rs. 16.60 Lakh and property Plant and Equipment's is understated to
the extentof above.

PAVS




HIMACHAL PRADESH POWER CORPORATION LTD. ANNUAL REPORT 2020-2021

w1
POWER CORPORATION LTD.

(i)

10
(i)

(i)

(iii)

(i)

12

Trade Receivables Note 2.12
Tradereceivablesare subject to confirmation &reconciliation.

Other Current Assets Note 2.17

The Sawara Kuddu unit has not shown the amount recoverable from Patel Engineering on account of recovery of
concrete cutting amounting to Rs. 77.50 lakh (previous year Rs. 84 lakhs). The case is reported to be in High Court.In
our opinion the other Current Assets are understated to the extent of above and CWIP is overstated to the extent of
above.

Non-Current Other Financial Liabilities Note 2.22

LongTerm Borrowings

The Group has taken loan from the State Government for construction of Hydro projects. The Group has not paid
the Instalmentand interest on the State Government loans. In our opinion the Group has defaulted in payment of
instalments and interest to the state government which is holding 39.76%(Previous Year 39.56 %) of the equity.
However there is no other default in payment of loan and interest to any other Financial institutions/Banks. The
Group has not complied with Requirements of the IND AS 20 Accounting of the Government Grant which states
that the any concession from the government should be added as addition to the cost and should be credited to
therevenue.

Theloantothe Group wassanctioned bythe Central Government to the State Governmentas 90 % grantand 10 %
loan basis has been further advanced to the Group as 100 percent loan which was sanctioned to the state
government under Clean energy program.The Funding of the Grant to State Government as Loan to the Group has
increased the financial cost Liability on account of interest payable to the State Government. This will increase the
cost per unit of the generation of power and will not be recovered from the consumer and have to be borne by the
Group . The charging of the interest will not make the Group profitable as it constitutes 40% to 45% of the revenue
cost and the Group has not paid the interest to the state government even after four units are commissioned and
the Group is pursuing for the deferment of principal and interest till 2024 and in earlier year also the deferment has
been granted by the State Government.

The CAG has also raised concern over the same in their report and suggested that the matter be taken up with the
state government to get the benefit of the Govt of India Policies.

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.

Non-Current Liabilities Provisions Note 2.25

For Group Employees

We invite attention to note 1.20 and 2.45 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 Costin
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. Neither any policy has been taken nor any trust /fund has been made for the same. Although this
year the Group has created liability on the basis of actuarial valuation.

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 thefinancial statements at the close of the year.

Other Non-Current Liabilities Note 2.25
a) Utilised Grant Renukaji
The Group hasincurred following expenditure on the Renukaji project till 31st March 2021.
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(Amount in Lacs)

Tangible Assets 97,435.05 41,262.00
Advances & Deposits with Court 10,320.35 20,725.00
CWIP 7.54 7.54
Incidental Expenses 15,268.25 14,197.00
Advances 186.42 -
1,23,217.61 76,191.54

Grant Received 71,086.80 76,002.33
71,086.80 76,002.33

Shortfall 52,130.81 189.21

The Group has passed mere book entries amounting to Rs 470.74 crore by debiting Land & crediting Govt dues
payableto arrive at the above figures ,although no actual payment has been made againstRs.470.74 crore.

L A O ledger is showing credit balance of Rs79crore ,& bank a/c on the name of L A O shows positive bank balance
Rs.368.27 Lakh.Noreconciliation statement has been made available to us.

We invite attention topara 2 (iv) of previous year audit report regarding allocation of expenses to Renukaji HEP
wherein its stated that the allocation of expenditure of Corporate office and Sundernagar 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. 3487 lakh (previous year Rs. 2870 lakhs) as share of corporate office and
design wing expenses to the Renukaji HEP for current year viz 31st March 2021. In our opinion the amount
recoverable from participating states will be reduced by Rs. 3487 lakh ( previous year Rs. 2870 lakhs) giveninabove
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 practiceisnotin
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. However as informed to us no
interest was earned during the year, as the Groupis doing funding of expenses out of its own resources.

Current Liabilities Other Financial Liabilities Note 2.22

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/reconciliation 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 revenue in
appropriate cases.

The Other Financial Current Liabilities includes Rs. 80.07 lakhs ( Previous Year Rs. 75.87 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
financialliabilities are overstated to the extent of above and necessary provision foramount written back should be

pAL
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(v)

(vi)

(vii)

provided.

The Sawra Kuddu unit has made a provision for CAT Plan Expenses on 04th January 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 should be
shown under the head Non-Current Financial Liabilities. Thus, current Liabilities are overstated to the extent of
above.

The Corporate Office has not made the provision for demand raised by the PF Commissioner for the period 09/2008
t006/2011 onaccountof PF contributions of Unregistered Contractors amounting to Rs. 189 Lakhs on 02nd August
2018(refer Note 2.63)..Thus, current liabilities are understated to the extent of above.

Local Area Development Fund:-
We Invite attention to Note 2.69 where in the Group has not made any provision of amount payable to LADA fund

on account of increase in cost of the Projects, as final cost determination of commissioned projects is under
process

(viii) Reported by previous auditors the Kashang Unit has not charged GST on the Liquidation Charges amounting to Rs.

(ix)

(ii)

534.42 lakhs on Rs. 2,969 Lakh 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. The observation was also reported
in the previous year also. Thus the current liabilities and understated to that extant and other non current assets is
alsounderstated to that extant.

The Sawra Kuddu HEP has transferred land measuring 0.9224 hectare to the HPTCL for the construction of 220 KV
Switching Station at Hatkoti. The Group has received Rs. 916 Lakh as cost towards the cost of land in the month of
November 2018.The Group has handed over the possession of the land to the HPTCL but has shown the amount as
advance from the customers and the sale deed for the same has not been executed so far. In our opinion the
advance has to be adjusted with the cost of the land and the deposit with the court. Thus current liabilities are
overstated to the extent of Rs. 916 Lakh. Pending execution of transfer deed cannot be credited to land.

The Sainj Unit has shown a sum of Rs. 519 Lakh as amount payable to Voith Hydro. The HEP has not provided to us
the details in respect of the same and nor any confirmation from the supplier has been provided. The Amount is
payable since 2017 and the same has not been paid till the date of the audit. Thus the liabilities are overstated to the
extentofabove

Generation & Sale of Power
Note No.2.60The Group is showing only net sale instead of gross sale.

The Beradol Solar Power unit while fixing the tariff rate has adopted HPREC AD benefit Rate of Rs. 4.31 per unit while
approving the Tariff Rate with HPSEB. The Corporation is not availing the advance deprecation benefit thus Tariff
rate of Rs. 4.79 per unit is applicable to the corporation. Thus Sale of power as well debtors is understated to the
extent of Rs.39.89Lakh

Apportionment of expenditure and Income of Corporate Office and Sundarnagar

Expenditure of Corporate Office and Sundarnagar

We refer Significant Accounting Policy no 1.6 g and Note no 2.60. 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
Sundarnagar design office is allocated to different accounting units on systematic basis.” 15% charged to Renukaji
& balance to other units in proportion to expenses incurred. 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 or on the
basis of expenditure incurred proportionately. 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.

Income of Corporate Office and Sundarnagar

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
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- Imprest Fundsfor ADB Funded Projects State Govt Loan

- Interest on Funds With LAO

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

Similarly ,expenditure has been allocated alongwith HO to other units.

Provision forIncomeTax

We invite attention to Note No. 2.70 where in no provision has been made by the Group forincome tax during the
year under review.

We also invite attention to note 2.58 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.
7557 lakhs (Previous Year Rs. 8,874.50 lakhs (refer note 2.10).In view of the uncertainly involved and the matter is
sub- judice we are unable to comment on the recoverability of the above amount and its effect on the Financial
Statements.

Quantitative Details inrespect of energy generated and sold

We invite attention to Note 2.53 where in the Group has stated that it has installed capacity of 281 MW as on 31st
March 2021.The Group has capacity 65 MW *3i.e. 195 MW but water supply was only for one turbine at Kashang
stagelagainstinstalled 3 turbines.and the installed capacity of the SainjHEP is 100 MW and one solar unit with the
capacity of 5SMW However theinstalled capacity at Kashang is not utilizable in the absence of water as the stage Il &
Il are under construction. Out of 3 turbines water is sufficient for running one turbine only. For rest 2 ,work is in
progress. Sawra Kuddu HEP has installed capacity of 111 MW.

Profitand Loss Account

Oand MDisaster Management

Reported by previous auditors the Sainj Unit has booked the cost of hooters and other expenses amounting to Rs.
45.35 Lakh as expenditure during the year under review which are of Capital Nature and has to be capitalised by the
HEP.Thus expenditure is overstated to the extent of above and property plant and machinery is understated to the
extent.Claimed to be done during 31-3-2022.

Prior period Expenses
The Group has charged the prior period expenses during the year under review to the profit and loss Account.The
Following are the year wise Bifurcation of the same.

1. For the year 2020-21 1,11,53,227.00

2. For the year 2019-20 1,98,39,249.00

As per IND AS 8 Accounting Policies, Changes in Accounting Estimates and Errors, the errors has to be rectified
retrospectively in the Financial Statements as if the error had never occurred. If the error pertains to period earlier
then previous year then the third Balance sheet has to be prepared as opening Balance Sheet. Refer Note 1.25 of the
Significant Accounting Policies of the Group which has not been complied with. In our opinion the Group has not
complied with the requirements of the IND AS 8.

Income Tax Appeals with the High court in respect of chargeability of Income Tax on Interest on Fixed
Deposits keptas short-term Investments.

Reported by earlier auditors, 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 Renuka Funds is also an additional grant from the Agencies and the same
isalsonotanincome of the Group and the same will be utilised on the project expenses andis 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
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similarly the interest earned on Renuka HEP funds till the close of the year has not been shown as additional grant
fromthe Agencies.

The income tax authorities are considering such income as taxable income and is being charged as taxable Income
ofthe Group.

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.

20 Disaster RecoveryCenter

The Group has installed SAP ERP software for all its projects including corporate office. The Group has its DRC at
Chennaiand the same was closed and shifted to Shimla by M/s Siffy Technology. M/s Siffy Technology was awarded
the contract for the AMC of the DRC for Rs. 1.25 crores and the reallocating cost of DRC for Rs. 9.67 Lakh. The Group
has proposed to shift the DRC from Chennaito Himachal Pradesh at Data Center Site of HPSEBL at Ponta Sahib or at
any other place at Paonta Sahib.The Group does not find any suitable site at Paonta Sahib thus no Disaster Recovery
Center of the Group is in place till date. We were informed that complete back up is maintained at head office on
fortnightly /monthly & at Govt data centre at Mehli. What is the wisdom in paying AMC of the DRC without any site
being taken forthe same. Latestinformation as to its status not provided by the management.

21 LandCourtCasesRenukaJiProject
The Board of Directors in its 75th meeting on meeting 18th March 2021 has decided not to the file Regular First
Appeal in the Hon'ble High Court against the awards passed by the Lower Courts and against the decision of the
Hon'ble High Court. Refer Note 2.41 Notes where in its stated that the Group has made contingent provision in
respect of the awarded amount amounting toZ168618.40 lakh. The Decision of the Group not to file the appeal
will make the contingent provisions as regular provisions and thus the provisions on account of land compensation
of Renuka Ji Projectis understated to the extent of above.

22 Anamount of Rs. 25856311/- paid to Patel Contractor by Kashang stage | under repair & maintenance remained
unexplained & will be reported next year after verification at the site.

23 Changeinaccountingpolicy &practice
This the Group has changed its practice of creating provision for/cost of land on the basis of payment to charging
/creating provision forland cost on the basis of Court cases but failed to disclose the samein notes.

Emphasis of Matter
A Only negligible efforts has been made to remove the qualification raised in earlier year audit reports and the same
hasbeen consideredin thisyearreportalso.

B  Wefurtherdraw attention to the following mattersin the Notes to the Consolidated Ind AS Financial statements: -

(i) Balances of trade receivables, advances, deposits, trade payables are subject to reconciliation/ confirmation and
respective consequential adjustments.

(ii) Note No 2.62 to the Consolidated Ind AS financial statements regarding statement on State Government loan for
ShontongKarcham HEP (450MW) where the ADB funding to state government has expired and stopping of
funding by the KFW to the project. An agreement with PFC has been executed on 06/10/2021.

(i) Note No. 2.68 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.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
Consolidated financial statements of the current period. These matters were addressed in the context of our audit of the
Consolidated financial statements as a whole, and in forming our opinion thereon, and we do not provide a separate
opiniononthese matters.

For each matter below, description of how our audit addressed the matter is provided in that context. In addition to the
matter described in the Basis for Qualified Opinion section we have determined the matters described below to be the
key audit matters to be communicated in our report.
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E Key Audit Matter How our audit addressed the key audit matter

1

Tendering:

Tendering is key audit matter but we
noticed tenders were not floated for
works order costing Rs. 2.58 crore.
Explanation given was evasive. No
estimates were prepared & bills passes.

These will be checked in details& accessed as to controls during
nextyearaudit.

No estimates were prepared.

ContingentLiabilities and Provisions
There are a number of litigations
pending before various forums against
the Group and the management's
judgement is required for estimating
the amount to be disclosed as
contingent liability and for creating the
adequate amount of provision,
wherever required.

We identified this as a key audit matter
because the estimates on which these
amounts are based involve a significant
degree of management judgment in
interpreting the cases and it may be
subjectto management bias.

(Refer Note No. 2.41 to the Consolidated
Financial Statements, read with the
Accounting Policy No.1.18)

We have obtained an understanding of the Group's internal
instructions and procedures in respect of estimation and disclosure
of contingent liabilities and adopted the following audit
procedures:

- understood and tested the design and operating effectiveness of
controls as established by the management for obtaining all
relevantinformation for pending litigation cases;

- discussed with the management any material developments and
latest status of legal matters;

- examined management's judgements and assessments whether
provisions are required;

- considered the management assessments of those matters that
are not disclosed as the probability of material outflow is
considered to be remote;

- reviewed the adequacy and completeness of disclosures;

Based on the above procedures performed, the estimation and

disclosures of contingent liabilities and creation of provisions are

considered to be adequate and reasonable.

Property, Plant & Equipment

There are areas where management
judgement impacts the carrying value
of property plant and equipment and
the irrespective depreciation rates.
These include the decision to capitalise
or expense costs; the annual asset life
review; the timeliness of the
capitalisation of assets and the use of
management assumptions and
estimates for the determination or the
measurement and recognition criteria
forassets retired from active use. Due to
the materiality in the context of the
balance sheet of the Group and the
level of judgement and estimates
required, we consider this to be as area
of significance.

(Refer Note No. 2.1 to the Consolidated
Financial Statements, read with the
Significant Accounting Policy No. 1.5)

We have visited some units while others will be visited next year
audit.
Actual Controls will be assessed during next year audit as these
were not practicable at HO in the absence of information. However,
we have reviewed the same through discussions with management
atHO.
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4  Capital work-in-progress (CWIP)
The Group is involved in various capital
works like construction of new power We performed an understanding and evaluation of the system of
projects, installation of new plant and internal control over the capital work-in-progress, with reference to
machinery, civil works etc. These identification and testing of key controls. Deficiencies were found
projects/works take a substantial andsame reported at appropriate place in our Audit report. Actual
period of time to get ready forintended  controls will be assessed during next year audit.
use and due to their materiality in the
context of the balance sheet of the
Group, this is considered to be an area
which had the significant effect on the
overall audit strategy and allocation of
resources in planning and completing
ouraudit.
(Refer Note No.2.2 to the Consolidated
Financial Statements, read with the
Significant Accounting Policy No. 1.6)

Information Other than the Consolidated Financial Statements and Auditor's Report Thereon

The Group's Board of Directors is responsible for the preparation of the other information. The other information
comprises theinformationincludedin the Management Discussion and Analysis, Board's Reportincluding Annexures to
Board's Report, Business Responsibility Report, Corporate Governance and Shareholder's Information, but does not
include the Consolidated financial statements and our auditor's report thereon.

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

In connection with our audit of the Consolidated financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the Consolidated financial
statements or our knowledge obtained during the course of our audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this otherinformation, we
arerequiredtoreportthatfact. We have nothingtoreportinthisregard.

Management's Responsibility for the Consolidated Ind AS Financial Statements

The Group'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 Ind AS financial statements that give a true and fair view of
the state of affairs (financial position), profit or loss (financial performance including other comprehensive income), cash
flows and statement of changes in equity of the Group in accordance with the accounting principles generally accepted
in India, including Indian Accounting Standards (Ind AS) prescribed under section 133 of the Act read with relevant rules
issued thereunder.

This responsibility also includes 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; selection
and application of appropriate accounting policies making judgments and estimates that are reasonable and prudent;
and 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 Consolidated Ind AS financial statements that give a true and fair view and are free from material misstatement,
whetherduetofraudorerror.

In preparing the Consolidated financial statements, management is responsible for assessing the Group's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Group or to cease operations, or has no realistic
alternative buttodoso.

The Board of Directors are responsible for overseeing the Group's financial reporting process.
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Auditor's Responsibility
Our objectives are to obtain reasonable assurance about whether the Consolidated financial statements as a whole are
free from material misstatement, whether due tofraud or error,and toissue an auditor's report thatincludes our opinion.

Reasonable assuranceis a high level of assurance, but is not a guarantee that an audit conducted in accordance with SAs
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of
users taken on the basis of these Consolidated financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment andmaintainprofessional skepticism
throughout the audit. We also:

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

- Obtain an understanding of internal financial controls relevant to the audit in order to design audit procedures that
are appropriate in the circumstances. Under section 143(3)(i) of the Act, we are also responsible for expressing our
opinion on whether the Group has adequate internal financial controls system in place and the operating
effectiveness of such controls.

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

- Conclude onthe appropriateness of management's use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Group's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report to the related disclosures in the Consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause the
Group to cease to continue asagoing concern.

- Evaluate the overall presentation, structure and content of the Consolidated financial statements, including the
disclosures, and whether the Consolidated financial statements represent the underlying transactions and events
inamanner thatachieves fair presentation.

Materiality is the magnitude of misstatements in the Consolidated financial statements that, individually or in

aggregate, makes it probable that the economic decisions of a reasonably knowledgeable user of the financial

statements may be influenced. We consider quantitative materiality and qualitative factors in (i) planning the scope of
our audit work and in evaluating the results of our work; and (i) to evaluate the effect of any identified misstatementsin
thefinancial statements.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing

of the audit and significant audit findings, including any significant deficiencies in internal control that we identify

during ouraudit.

We also provide those charged with governance with a statement that we have complied with relevant ethical

requirements regarding independence, and to communicate with them all relationships and other matters that may

reasonably be thoughtto bearon ourindependence, and where applicable, related safeguards.

Reporton OtherLegal and Regulatory Requirements

1. Asrequired 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 extent applicable.

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,
inthe Annexure-2 onthedirectionsissued by Comptroller and Auditor General of India.

3. Asrequired bysection143(3) of the Act, we report that:
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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 ouraudit;

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;

¢) TheBalance Sheet, Statement of Profitand Loss and statement of Cash Flows and Statement of changes in equity
dealt with by this reportare in agreement with the books of account;

d) Exceptforthe 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,

e) TheMatterdescribed inthe Basis for Qualified Opinion paragraph above, in our opinion may have adverse effect on
the functioning of the Group.

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 Group.

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 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.

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 ourinformation and according to the
explanations giventous:

i.  The Group has disclosed the impact of pending litigations on its financial position in its financial statements- Refer
Note 2.33 to the Consolidated Ind 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 31.03.2019 which were required to be transferred to the Investor Education and
Protection Fund by the Group.

For
Chartered Accountants
FirmRegn.No.008770N

(CA Suresh Chand Soni)
Partner

M.No.083106

Place:Shimla
Date:26/11/2022
UDIN22083106BEERLP6226
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Soni Gulati & Co.

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 2021.

(I) (@ TheGroup hasgenerally maintained proper records showing full particulars, including quantitative details and
situation of its fixed assets. except thatidentification, location etc need be mentioned.
(b) Asexplained 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. However, verification
(conducted by officers of the Group) reports of Furniture Fixture, Office equipments, stationery etc. only were
made available to us, but no report of barrage, tunnels, land, plant machinery, stores & spares was shown to us.

(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 Items. We were informed that
these have been physically verified by the management during the year under review. But no reports were made
availabletous.

(iii) 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
CompaniesAct, 2013.

(v) The Group has not accepted any deposits from the public in terms of section 73 to 76 or any provisions of the
Companies Act, 2013 and rules there under.

(vi) The Group has made and maintained cost accounts and records as specified by the Central Government under
section 148 (1) of the Companies Act 2013. However, we have not made a detailed examination of these accounts
and records with a view to determine whether they are accurate and complete. The companies cost accounting
records has been audited by the Cost Auditors M/s Balwinder and Associates and they have submitted the report
on 14/10/2022.

(vii) (@) TheGroupisgenerally regularin 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 toit, and there are no undisputed dues outstanding as on 31st March 2019
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. We are informed that the provisions of Employees' State
Insurance Actare notapplicable to the Group.

(b) Accordingtotheinformation 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:

Entry Tax Interest 337.70 201015 Addl Exise & Tocation Commissoner-cur-
2. Entry Tax Penalty 751.28 2010-15 Addl. Bxcise ,f‘stl’jgf: ,fl:’trgr‘i'f;w”er e
3. ProvidentFund  PF Dues 189.26  2008-11 e ot
4, GST GST 868.78 2017-18 Amount payable as per GSTR 9 C
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5 GST Interest 333.64 2017-18 Amount payable as per GSTR9 C
6 GST GST 5.72 2018-19 Amount payable as per GSTR 9
7. Income Tax Demand 146.28 2015-16 Appeal with CIT Solan

8 Service Tax 65.00 Sawra Kuddu

The Amount of interest and penalty on the Entry Tax thereon due to Excise and taxation department has been
settled under Legacy Cases Resolution Scheme by paying the Requisite Settlement Fees by the Group

(viii) The Group has defaulted repayment of loans & interest on borrowing from Government of Himachal Pradesh,as
details as to repayment of principal & interest has not been provided to us, defaulted amount cannot be quantified
Group has applied for deferment but asinformed no Deferment has been given by the State Govt.

(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
year under review. The Group has raised CC limit of Rs 200 Lakh for working capital from KCCB & Rs. 200 Lakh from
HPSCB, secured by charge on Plant & Machinery& Inventory and Book debts. However, we could not get any
evidence of utilisation of limit,so cannot comment,whetherit has been used for the intended purpose.

(x) During the course of our examination of the books and records of the Group, carried out in accordance with the
generally accepted auditing practices in India, and according to the information/ explanation given to us, we have
neither come across any instance of material fraud by the Group or on the Group by its officers or employees,
noticed or reported during the year, nor have we have been informed of any such cases by the management except
in the year 2015 at Renukaji HEP and the same is pending with State Vigilance. During this year we doubt some
material misstatement butin the absence of information cannot be Commented upon.

(xi) Thisbeingagovernment Group Section 197 of the Actis notapplicable.
(xii) GroupisnotaNidhiGroup.

(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) Asinformed to us the Group has not entered in to any non-cash transaction with directors or persons connected
with him.

(xvi) Section45-IA of the Reserve Bank of India Act, 1934 is not applicable to the Group.

For Soni Gulati & Co
Chartered Accountants
Firm Regn. No. 008770N

(CA Suresh Chand Soni)
Partner

M. No. 083106

Place: Shimla

Date: 26/11/2022

UDIN 22083106BEERLP6226

228




ANNUAL REPORT 2020-2021

HIMACHAL PRADESH POWER CORPORATION LTD. é%

N
POWER CORPORATION LTD.
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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 March2021.

Impact on

Whether the Group has system in place to
process all the accounting transactions
through IT system? If yes, the implications
of processing of accounting transactions
outside IT system on the integrity of the
accounts along with the financial
implications, if any, may be stated.

According to the information and
explanations given to us and based on our
audit, the Group has a system in place to
process the accounting transactions
through M M Module , Project System ,
Human Capital Module and Financial and
Controlling Module through IT system and
for this purpose SAP-ERP has been
implemented by the Group. Period end
Financial Statements are compiled offline
based on balances and transactions
generated from such SAP-ERP system for
the purpose of preparing the Accounting
transactions for sale of power is not
generated though Sales and distribution
Module and being directly posted in Fl
Module. We have neither been informed
nor have we come across during the course
of our audit any accounting transactions
which have been processed outside the IT
system having impact on the integrity of
theaccounts.

The Group has maintained separate Data
Centre but does not have Disaster Recovery
Centre. Also, the cost of land in balance
sheet is different in SAP and balance sheet
due to uploading of deposits with Court to
CostoflandinBalance sheet.

The SAP is incomplete, as there are no
attachment to the vouchers which defeats
the very purpose of SAP.

Whether there is any restructuring of an
existing loan or cases of waiver/write No
such case come off of debts / loans /
interest etc. made by a lender to the
Group due to the across during If yes, the
financial impact may be stated. Group's
inability to repay the loan?

The State Government Loans has been
restructured for repayment of loan and
interestuptoJan 2017 till the year2018-19.
The Group had requested the State
Government for further deferment in the
month of September 2021. The State
Government has refused to defer.

Nil

Whether funds received/receivable for
specific schemes from Central/State
agencies were properly accounted
for/utilized as per its term and conditions?

The Funds received for Renukaji Projectand
Gyspa Project has been properly accounted
for except the interest earned on the short
term deposit from the surplus fund has

The Amount payable to
the Central / state is
understated to the
extent of interest
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acrossduring List the cases of deviation.

been accounted for as the income of the
corporation instead of the crediting the
same to the amount payable to the central /
State Government. Refer Para C 14(ii) of the
main audit . No information in respect of
interest earned on the short term
investment has been provided to us. As
there is significant difference in
expenditure incurred as per last year report
& this year report, matter will be examined
during nextyear audit at unit level.

earned on the short
terminvestment

Whether proper records are maintained
for inventories laying with third parties &
assets received as gifts/grants from the
Govtorotherauthorities.

No inventory laying with third parties ,as
informed to us.

No assets were received as grants/giftfrom
Govtorotherauthorities asinformed to us.

Nil

Whether land acquisition is involved in
setting up the new projects report
whether settlement of dues done
expeditiously andin transparent manner.

The land has been acquired at Renukaji
Dam. All the payments on account of
settlement has been transferred to the LAO
However a sum of Rs 188.49 crores has not
been paid till the close of the year and
provision for the same has been made in
the books of accounts. Which has been
reversed thisyear.

As all payments made to
LAO are debited to land
,the balance in LAO
bank account remained
unexplained, status will
bereported nextyear.

How much cost has been incurred on
abandoned projects and of this how
much cost has been written off.

Reported by last year auditors ,the
Corporation has abandoned the ,Tidong
HEP and Sunni Project . The Amount
incurred on Tidong project is being shown
as recoverable from the Directorate of
energy and the amount has not being
written off by the Management. The
Corporation has written off Rs. 41.26Lakh
as amount recoverable from SJVNL on
account of cost of the Sunni Project.

Nil

Indicate Whether the Group has efficient
system for monitoring and adjusting
advances to contractors/ supplier.
Highlight the Significant instances of
failure of the Systemifany.

The Group has proper system of adjusting
the advances to suppliers, except in
following cases:-

1.Patel Engineering

Due to non completion of the percentage
ofthe work completed by the Contractor
2.HCCLimited

Dueto court case involved

3. Costal Projects

Groupin Liquidation at NCLT

Nil
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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 Group") as of 31 March 2021 in conjunction with our audit of the Consolidated financial
statements of the Group for the year ended on that date.

Management's Responsibility for Internal Financial Controls

The Group's management is 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 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 under the 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.

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 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.

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 orimproper 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
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because of changesin conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the Group 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 2021,

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 inthe control systemin the following areas:

- Attachingevidence/supporting documents with vouchersin SAP.

- Making preparation of financial statements on SAP instead of Excel sheets.

- Implementation and Compliance of Indian AS at unit level to ensure the compliance of the Indian AS on the Group as a
whole.

- Classification of account heads in SAP according to the disclosure and classification requirements of the Schedule Il of the
companiesact2013andrequirements ofthe 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
vendorsinthe 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 as 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.

- 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
fromthe 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 EMDin 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 ofidle fundsat HEP in SWEAP Bankaccountstoearn 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 onaccount of GST should be as per the requirements of the Goods and Service Tax Act.

- Accounting Staff/ Officers at Unit Level should be regularly trained in respect of the Indian Accounting Standards and other
Accounting concepts and conventions while preparing the Financial Statements.

- Entry in SAP to be made only upon a transaction is executed not at the time supply order is placed ,as we have noticed such
instance.This will reduce chances of expenses being booked twice.

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, 2021Stand alone financial

statements of the Group. However, these areas of improvement do not affect our opinion on the Consolidated financial

statements of the Group.

For Soni Gulati & Co
Chartered Accountants
Firm Regn. No. 008770N

(CA Suresh Chand Soni)
Partner

M. No. 083106

Place: Shimla

Date: 26/11/2022

UDIN 22083106BEERLP6226
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Replies to the Auditor's Report on the Consolidated Ind AS Financial Statements
(Annual Accounts) for the F.Y. ended 31st March, 2021.

Qualified Opinion:

We have audited the accompanying Consolidated Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED ("the Holding Group") and its subsidiary, which comprise the Consolidated Balance Sheet as at
31st March, 2021, 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 the significant accounting policies
and other explanatory information (hereinafter referred to as "the Consolidated Ind AS financial statements").

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 section of our report the aforesaid Consolidated Ind AS financial
statements give the information required by the Actin 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, 2021, and its profit/loss (financial performance including other comprehensive income),
its cash flows and the changesin equity for the year ended on that date.

Basis for Qualified Opinion

We conducted our audit of the Consolidated financial statements in accordance with the Standards on Auditing
specified under section 143(10) of the Act (SAs). Our responsibilities under those Standards are further described in the
Auditor's Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
independent of the Group in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of
India (ICAI) together with the independence requirements that are relevant to our audit of the Consolidated financial
statements under the provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the ICAl's Code of Ethics. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our qualified audit opinion on the Consolidated
financial statements.

“

A.Preparation of the Financial Statements
(I) As reported by previous auditors that supplementary information | The current and Non-current
submitted by the units does tally with the approved financial statements | classification details submitted by the
submitted to us for audit. The Currentand Non-current classification details | project units were furnished to the
submitted by the unit's does tally with current and non-current assetsand | auditor. The unit wise Financial
liabilities depicted in the Financial statements, however the same could not | Statements were also submitted to the
be verified by us for want of information. But no such supplementary | auditor vide email dated 23.04.2022
information was submitted to us, No units' financial statements were made | and further on dated 19.09.2022. The
available to us. The financial statements are prepared on excel sheets and | SAP software was made functional in
not taken from SAP as the SAP software acquired is deficient in thisrespect. | HPPCL in the financial year 2014-
The details of vouchers in SAP were asked for but submission of such | 15.Thereafter, the applicability of Ind
information was delayed /given late and incomplete. We were made | ASwas to be ensured as per Sec 133 of
different (altered) financial statements on different dates (thrice) after we | Companies Act, 2013.Due to which
discussed our observation these were claimed and certified as Board | the financial statements are prepared
approved& changes were not explained .As SAP is updated ,we cannot | onexcelsheetsand nottakenfrom SAP
verify the same. This year management wants to change the various notes | as the SAP software is deficient to that
to rectify their shortcoming/errors/omissions. extent. All the information sought by
the auditor, have been provided asand
when asked for. There was no change
in the Financial Statements provided
to the auditor, only Board approved
Financial Statements were submitted
to the auditors through registered
post.
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B.Non-Compliance of Indian Accounting Standard (Ind AS)

The Group has not complied with the following Indian Accounting
Standards while preparing the financial statements: -

1) Indian Accounting Standard (Ind As 1) Preparation of Financial
Statements

The Para 15 of Ind As 1 Presentation of Financial Statements states that
where Financial Statements comply with IND AS the Group shall make an
explicit and unreserved statement of such compliance in the notes. The
Group has claimed that financial statements are IND AS compliant but we
noticed some non compliance reported in this report.

Necessary compliances to the
applicable Ind AS have been made in
thisrespect.

ii) Indian Accounting Standard (Ind AS) 20 Accounting for Government
Grants and Disclosure of Government Assistance.

The Group has applied for grant of the deferment of repayment of principal
payment and payment of interest till FY 2021-21 but no sanction has been
received as informed by the management. No such interest on interest has
been accounted for by the Group till the close of the year as per para 10 A of
the IND AS. In the absence of the information we are unable to comment on
same.

The management had apprised during
statutory audit that the deferment of
loan has been granted by GoHP vide
letter dated 30.10.2021 up to F.Y. 2020-
21.Further, CAG during its
supplementary audit has also noticed
the same and commented that
statutory audit report is deficient to
that extent.

iii) 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. As claimed by the management,
the Group has accounted for the liability on the basis of the actuarial
valuation, however the management is unable to explain the entries
passedinbooks of accounts.

The entries taken in the accounts are
purely on the basis of the actuarial
valuation only and as per the
applicable Ind AS 19 in respect of the
Post Employment Benefit of
employees.

iv) Indian Accounting Standard (Ind AS) 37 Provisions, Contingent
Liabilities and Contingent Assets:

We were informed that the Group has disclosed the provisions contingent
liabilities and contingent assets 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 these financial
statements.

The compliance to the Ind AS wherever
required, shall be madein the FY 2021-
22, ifallowed.

v) Indian Accounting Standard (Ind AS) 10 Events After the Reporting
Period

The financial Statements for the year under review are provided to us on
11/03/2022 although previous year Balance Sheet was signed on
31.03.2022. The financial statements are not adjusted for the events
occurred between the Balance sheet date both favorable and unfavorable
till date of thefinalisation of this report.

The compliances to the Ind AS
wherever required, shall be ensured in
the FY 2021-22.

vi) Indian Accounting Standard (Ind AS) 113 FairValue Measurement
The Group has not made Fair Value of the assets and Liabilities as on 31st
March 2021, (Refer Note No 2.46). The same is notin line with the IND as 113
FairValue Measurement which is mandatory applicable to the Group.

The Group had adopted the carrying
cost/value of all liabilities and assets as
on 1st April 2015 and also on 1st April
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2021, as the fair value of the assets and
liabilities cannot be measured
accurately due to the uncertainty
associated with the maturity dates of
such assets and liabilities, being linked
to completion of assets /
commissioning of the projects.
Further, the exact date of completion
of assets / commissioning of the
projects can't be predicted due to
various internal/external factors.
Hence Fair Value of the assets and
Liabilities can't be done.

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 on non disclosure of nil interest on
unpaid/overdue interest and its impact on the profit and loss and Balance
sheet has not been disclosed in the financial statements.

HPPCL has not recognized the Interest
on delay of repayment of principal and
interest amount due to the terms and
conditions of loan agreement entered
between State of Himachal Pradesh
and the Corporation.

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 1.22 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 Sheetatthe close of the year.

As future income is not probable in
case of Corporation, therefore,
deferred tax assets on the provisions
and taxable losses will not be created.
Hence, this Ind AS is not applicable to
the corporation.

ix) Indian Accounting Standard (Ind AS) 8 Accounting Policies,
Changesin Accountingin Accounting Estimates and Errors

As reported by previous auditors, the Group has not applied the Ind As 8 in
relation to accounting of the Prior Period Adjustments of errors while
preparing the Financial Statements as stated in the para 1.25 of the
Significant Accounting Policies of the Group.

Necessary compliances to Ind AS 8
have been madeintheF.Y.2020-21and
F.Y.2021-22.

x) Indian Accounting Standard (IND AS 32,107 & 109)

The Group has not disclosed that there is continuous default in repayment
of Loans to Govt. of Himachal Pradesh also interest remained unpaid
throughout the period.

The management has apprised during
statutory audit that GoHP vide letter
dated 30.10.2021 has granted the
deferment of loan up to FY. 2020-21.
Further, CAG during its supplementary
audit has also noticed the same and
commented that statutory audit
reportis deficient to that extent.

xi) The Group has not classified the Loan in to current & Non-current as
required by the Companies Actas well IND AS.The Loan due within the next
12 months should have been classified under current liability which has not
beendone.

Necessary compliances have been
madeintheF.Y.2020-21and 2021-22.

TV ()
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xii) Terms of repayment of term loans and other loans shall be stated but
the management failed to do so.

Necessary compliances have been
madeintheF.Y.2020-21and 2021-22.

xiii) As per SCH Il to Companies Act 2013, Period and amount of
continuing default as separately in each case, but the management failed
to do so. Upon asking for detailed calculations of loan liabilities (current &
non current) the management reply was this has been recociled by o/o AG
Shimla.

Necessary compliances have been
madeintheF.Y.2020-21and 2021-22.

C.Observations on the Financial Statements & Accounting Practices
1.Maintenance of Accounts:

The Group maintains its accounts on SAP package ,but thisis in the form of
aproxyonly,as noevidencein support of the entries passed are attached to
the vouchers. Management was requested to clarify the use to wasting
large sum of money on SAP when it not used & by not attaching the
supporting documents with vouchers, the very purpose of SAP is defeated.
The management reply was abusive and evasive without any outcome. We
were told that audits have been conducted every year but nobody pointed
out this, neither by statutory auditors nor by CAG auditors or internal
auditors. In our opinion investment of SAP is mere wastage of money as
there are no attachments to any vouchers.

In this respect it is submitted that the
SAP software has been successfully
configured and is functioning
satisfactorily .Over the last 9 years till
F.Y. 2020-21, the annual financial
statements are being prepared from
SAP software only and none of the
auditors have raised any such
observations. In all cases alongwith
vouchers hard copies of the
supporting are attached and kept
under safe custody in folders at
respective Projects' Accounting office
and Corporate office as well. Now, the
management has given instructions to
the projects/ units to upload all the
documents on SAP. Furthermore, SAP
software has provided additional
facilities related to accounting and
drawing of periodical reports.

2.Consolidation of subsidiary financial statements :

The Group has approved consolidated statements as consolidated
financial statements but in realty these are only copies of Consolidated
statements. The management reply was, “the subsidiary Group is incurring
losses & provision has been created against the investment ,but in reality
the losses have not wiped off the proportionate share of the investing
Group. In our opinion, the results should have been consolidated to the
extent ofits proportionate share.

The financial statements for the FY
2020-21 have been prepared after
complying with the Ind ASs as
applicable to the Corporation, to the
extent possible. For example Ind AS 1,
2,7,8,10,12,16, 19, 21, 24, 27, 28, 33,
36, 37, 38, 40, 105, 107, 108, 110, 113,
115and 116 have been complied with.

As per sub-section 2 of section 129 of
companies act 2013,further
substituted by the Companies
(Amendment) Act, 2017 :- Amendment
Effective from 7th May 2018.

"Where a Group has one or more
subsidiaries or associate companies, it
shall, in addition to financial statements
provided under sub-section (2), prepare
a consolidated financial statement of
the Group and of all the subsidiaries and
associate companies in the same form
and manner as that of its own and in
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accordance with applicable accounting
standards, which shall also be laid
before the annual general meeting of the
Group along with the laying of its
financial statement under sub-section
2)"

Applicable accounting standard in
case of joint venture is Ind AS 28
"Investments in Associates and Joint
Ventures" which states equity method
for consolidation in case of Joint
venture.

As per Para 38 of Ind AS 28 - If an
entity's share of losses of an associate
or a joint venture equals or exceeds its
interest in the associate or joint
venture, the entity discontinues
recognising its share of further losses.
The interest in an associate or a joint
venture is the carrying amount of the
investment in the associate or joint
venture determined using the equity
method together with any long-term
interests that, in substance, form part
of the entity's net investment in the
associate orjointventure.

As per Para 39 of Ind AS 28 - After the
entity's interest is reduced to zero,
additional losses are provided for, and
a liability is recognised, only to the
extent that the entity has incurred
legal or constructive obligations or
made payments on behalf of the
associate orjointventure.

HPPCL had initially recognised the
investment at cost of Rs. 3.38 Crores
(no. of shares 33,80,000 having face
value Rs. 10 each). However, owing to
the joint venture being involved in
litigation and also no business
operation was conducted since 2007,
consecutively no profit has been
earned up till now. Thus, considering
these factors, HPPCL reduced its value
of its investment to zero by recording
provision in the FY 2016-17 duly
approved by management in this
favour. Since, the book value of
investment is zero and the joint
venture "Himachal EMTA Power Ltd." is
incurring losses and our share in
profit/loss in EMTA is 50% due to which
our share of loss in the joint venture
exceeds our investment value. Thus, in
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pursuance to para 38 of Ind AS 28,
HPPCL can discontinue recognition of
investment.

As HPPCL has already provided for the
loss, because of non-realisable value of
the total investment therefore, there is
no requirement of recognising further
losses.

Hence the consolidated financial
statement and Consolidated financial
statement will remain the same.

3.PropertyPlantand Equipment Note 2.1

i) We invite attention to previous year report Note No 2.59 wherein its
stated that the Group is in possession of forest land at, Sainj HEP,
Shongtong 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. This observation was also reported
in previous year report.

The provision for lease amount of
forest land has been booked on
31.03.2022.

ii) We Invite attention to Note no 2.68 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 of
above. The Sainj HEP has entered into agreement to lease out the land from
the above land in possession to AFCONS Infrastructure Limited Lease
agreementin the month of September 2019 for four years.

HPPCL vide its letter no. HPPCL/F&A/
Misc. (HPSEBL) / 2022-13298-13305
dated 05.12.2022 has requested to MD,
HPSEBL, Shimla to convey its
acceptance for payment of Rs.
45,99,50,440/- in the shape of equity
Share capital. The response in this
regard is still awaited.

(i) As reported by earlier auditors the Renukaji HEP has accounted for Rs.
31,911 Lakh on account of compensation paid for the land. The Himachal
Pradesh Electricity Regulatory Commission Hydro Generation Tariff
Regulation has provided that the Depreciation @ 3.34% is leviable on
submerged Land. The HP CAG issued comment on the same in the
Supplementary auditfor the year 2016-17.

As per management, depreciation will be charged only after the land is
submerged, asitis not submergedason31.3.2021.

As per HPERC Notification No.
HPERC/SLDC/479: regulations Part V,
dated 01.04.2011, vide Section 22,
Clause 4 "Depreciation shall be
calculated annually, based on the
Straight Line Method and at the rates
specified in Appendix-ll, to these
regulations. The Value base for the
purpose of depreciation shall be
original cost of the asset. Land is not a
depreciable asset and its cost shall be
excluded while computing 90% of the
original cost of the asset." and as per
Appendix IlI, Regulation 22,
Depreciation Schedule, Land owned
under full ownership is 0.00%. In this
respect the CERC Regulations No.L-
1/144/2013/CERC dated 21.02.2014,
related to (Terms and Conditions of
Tariff), may also be referred please.

At Renukaji HEP, HPPCL has
acquired/purchased 947.57 Hectares
private land and has full ownership.
Hence, it is opined that no
depreciation is applicable on this land.




ANNUAL REPORT 2020-2021

HIMACHAL PRADESH POWER CORPORATION LTD ii

I AN
e
POWER GORPORATION £

As far as depreciation @ 3.34% is
concerned, it is applicable in case of
Land under lease for (a) Investment in
land and (b) for cost of clearing site.
Further, if the depreciation @ 3.34%
under straight line method is to be
charged on the submerged land (both
under full ownership and under
leasehold), in this context, it is
submitted that, it is not clear whether
depreciation is to be charged from the
date of purchase/diversion of such
lands or from the date when it will be
submerged i.e. from date of
commissioning of the project. It is,
further informed that the cost of land
which shall get submerged was not
finalised/ceased till the finalisation of
the Annual Accounts, due to pending
enhancement related litigations
before the Hon'ble Court.

iv) No effect has been given by the managementin the financial statements
to the comments issued by CAG of India dated 23-8-2022 on financial
statements for the yearended 31.3.2020.

The necessary compliance to the CAG
audit has already been made.

v) Similarly, the management instead of providing information on earlier
years qualifications by statutory auditor it claims that these pertain to prior
period and currentyearauditors has to do nothing on this.

The requisite information pertaining
to prior period and current year has
already furnished during the conduct
ofaudit.

vi) 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 Lakh has been less
charged on the above and the Property Plant and 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 the above. Asinformed by the management,
no effect has been given in financial statements as the land has not yet
been submerged & effect may be given after the land is submerged.

In this regard it is submitted that the
trees and structures are also part of
land purchased/acquired by HPPCL
and as per abovementioned HPERC
Notification No. HPERC/SLDC/479:-
regulations PartV, Section 22, Clause 4
the depreciation is not applicable for
the compensation paid.

4. Capital Workin Progress 2.2

(I) We Invite attention to Note No 2.74 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.

Statement of fact. No comments
required.

ii) The Sainj Unit has paid Entry Tax amounting to Rs. 544 lakh from
September 2010 to December 2016 to HCC Limited. As per the Himachal
Pradesh Entry Act 2010 the dealer paying the entry taxis 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

The amount shall be recovered, if any,
from the dues payable to the
contractor on final settlement of
payables & receivables of the
contractor, as the final settlement is

TV ()
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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
HCC has gone into court case and the amount is of non recoverable nature
as the amount is not recovered till date. Thus provision for the same is
required and provisions are understated to the extent of above. No action
has been taken by the management although reported by previous year
auditors.

still pending.

iii) Reported by previous auditors 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 current assets are understated to the extent of above. The
observation is continuing since 2016-17 and the amount is not recovered
till date hence a provision for the same is required. Thus expenditure is
understated to the extant of above.

During the investigation stage, the
Kashang HEP Stage-l (65MW) was
under the administrative control of the
HPSEB Limited. The loan agreement
worth Rs 200.00 Crores was executed
between HPSEB Limited and Power
Finance Corporation Limited (PFC) for
the execution civil and transmission
work of the Kashang HEP Stage-I (65
MW) and the PFC released Rs 30.00
Crores during the FY 2003-04 as
advance/ revolving fund to HPSEB
Limited. Later on the project was
transferred to HPPCL and assets and
liabilities were taken over by HPPCL
from KKPCL/HPSEBL along with the
loan from PFC as per figures reconciled
with HPSEB on 08.11.2012. The
summary of the sameisasunder:-
Total Expenditure incurred by HPSEB
onKashangHEP Rs 15094.36 Lakhs.
Less: Expenses on Transmission Line of
IKHEP Rs. 6585.48.Lakhs

Net Assets Taken over by HPPCL
Rs.8508.88 Lakhs

Less Loan Taken over (2850+848.70) by
HPPCLRs.3698.70 Lakhs

Net Amount Payable to HPSEBL  Rs.
4810.18 Lakhs.

Hence, the Transmission Line 200KV
DC from Kashang to Nathpa was not
taken over by HPPCL, however the
outstanding loan of PFC was taken
over by HPPCL at the time of merger,
which was further adjusted at the time
of issue of equity shares to HPSEB
Limited. Therefore, the liability of loan
of PFC and interest accrued thereon
after the merger was to be borne by
the HPPCL. The matter is also taken up
with HPSEBL and HPPTCL
management vide this office letter
dated 09.03.2023.
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5.Non-Currentinvestment Note 2.5

() We invite attention to Note No.2.49, 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 Joint Venture 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.”

Statement of facts, hence requires no
comments.

ii) The Group has made provision for doubtful investments amounting to
Rs. 337.50 lakhs in the books of accounts. The accumulated losses
(proportionate) of this Group are less than the paid up capital, but the
management failed to consolidate the results of this Group in its financial
statements.

HPPCL had initially recognised the
investment at cost of Rs. 3.38 Crores
(no. of shares 33,80,000 having face
value Rs. 10 each). However, owing to
the joint venture being involved in
litigation and also no business
operation was conducted since 2007;
consecutively no profit has been
earned up till now. Thus, considering
these factors, HPPCL reduced its value
of its investment to zero by using
Equity method for consolidation in
case of Joint Venture as per IND AS 28.
Since, the book value of investment is
zero and the joint venture “Himachal
EMTA Power Ltd." is incurring losses
and our share in profit/loss in EMTA is
50% due to which our share of loss in
the joint venture exceeds our
investment value. Thus, in pursuance
to para 38 of Ind AS 28, HPPCL can
discontinue recognition of
investment.

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 of the Supreme Court
during the yearunderreview.

Statement of facts, requires no
comments.

iv) We invite attention to note 2.79 where in the Enforcement Directorate
has attached the assets of the Himachal Emta Private Limited amounting to
Rs.259 Lakh.The Directors report of the Himachal Emta Limited for the year
2018-19 stated that the CBI has filed charge Sheet accussing the two
Directors of the Group Sh Ujjal Kumar Upadhaya and ShBikas Mukherji in
the matter pertaining to the allocation of Gourangdih ABC coal Block by
misrepresentation of facts. The ED on the basis of the Charge sheet filed has
attached the assets of the Gourangdh Coal Limited considering them to be
proceeds of crime under Prevention of money Laundering Act 2002.At
present the case is pending with the Supreme court of India against the

The disclosure of the same has been
madeinFY 2021-22.

TV ()
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attachment order. No Disclosure of the same has been made in the notes to
accounts.

6.0ther Non-CurrentFinancial Assets Note 2.10

()The Chirgaon Unit is 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 Plantand Equipmentis understated to the extent of above.

Transfer of title of the land is under
process.

ii) The Shongtong HEP, has paid Rs. 44.06 Lakhs (previous year Rs. 44.07
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 extent of above. Out of this Rs. 946800 has been
recovered on 27-6-2022.Balance Rs.3354520/-.

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.
Out of Rs. 44.07 lakhs, Rs. 33,54,520/-
stands recoverable from the parties as
ondate.

iii)(@) We invite attention to Note No 2.71 where in it is stated that the
amount recoverable from contractors includes a sum of Rs. 11183 lakhs
(previous year Rs. 11214 lakhs) recoverable from Coastal Projects on
accountofriskand 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 amountis doubtful of recovery.
The Management has informed the previous auditors through a letter from
the Director Finance dated 9th June 2021 that in case of non recovery of the
amount from the contractor the same will be charged to the cost of the
“Main Civil Works" after obtaining the necessary approval from the Board of
Directors.

We suggest that the Management should take approval from the BOD
regarding charging of the amount recoverable from the contractor to the
“Main Civil works” in case of the non recovery of the amount due from the
contractor at subsequent Board Meeting. The same is required as per the
requirement of IND As so that the above cost will become part of the cost to
bring the assets to location and condition necessary for it to be capable of
operatinginthe mannerintended by the Management.

The Group is not the secured creditors of the Coastal Projects and the
Group has notshown to our verification any documents in support of their
claim that the amount recoverable from the coastal projects are fully
secured and there is full probability that the amount will be fully recovered
inthe nearfuture.

The current recoverable amount from
Coastal Projects against such risk &
cost as on 31.03.2022 is Rs. 129.92
crore, for which necessary provision for
doubtful debts is taken in books of
accounts. The Lender Banks of the
Contractor had filed liquidation
proceedings with Ld. NCLT and the
Group had filed claim of Rs.405.67
crores against the contractor. But,
recently on dated 18.04.2023, Ld. NCLT
at Cuttack Bench has dismissed the
case and claim of Rs. 405,67,17,107/-
has been rejected and Rs. 1/- alone
admitted by the respondent. However,
this matter is also pending before the
Hon'ble High court of H.P. against the
Arbitration award.
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In our opinion as the amount is doubt full of recovery necessary provision
should be made in the books of accounts. Thus, Other Non-Current
Financial Assets are overstated to the extent of above and Capital work in
progressis understated to the extent of above.

b) Reported by previous auditors .the unit has not charged the GST on the
amount of the Rs. 3,287 Lakh charged to the Coastal Projects on account of
Risk and Award Cost charged to the contractor. Thus GST amounting to Rs.
592 Lakh has not been charged on the above on account of reimbursement
of expenses and liability is understated to the extent of above.

As the amount recoverable is
contingent, no GST has been levied on
it. Further the GST, if leviable, shall be
recovered from M/s Coastal Projects,
hence is not Corporation's expense.
Further being part of the capital
expenditure, if the amount charged to
M/s Coastal Projects, does not realise,
the same shall be capitalised.

¢) The Group has debited the amount of service tax payable by the Group
amounting to Rs. 65.30 Lakh to the service tax authorities and the same has
been paid by the Group in its own service tax number under the Viswas se
Vivad Scheme.The Liability of payment of the service tax was of the Group
in the pre GST period which was Charged from the HCC on account of Rent
Charges of use of Machinery of the Coastal Projects by the HCC. The
Amount was credited to the Costal Projects without depositing the service
tax from the rent credited to the Coastal Projects. Thus the services are
covered Under Principal agent relationship and GST has to be charged on
the same and a sum of Rs. 11.70 Lakh is to be paid as GST on the above. The
Liability is understated to the extent of above.

Same as above.

d) Further the Group has filed a claim of Rs. 40,736.90 Lakh inclusive of
interest with the NCLT against the Coastal Projects Limited as the
contractor Group has gone into liquidation which is in the nature of
Contingent Assets and same has been disclosed as Contingent Assets as
perNote 2.42.The matteris pending with the NCLT.

Amount recoverable from contractors
includes a sum of Rs.129.92 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 had filed liquidation
proceedings with Ld. NCLT and the
Group had filed claim of Rs.405.67
crores against the contractor. Provision
for doubtful amount for recovery has
been made for Rs.129.92 Crores in the
Books of Accounts as on 31.3.2022,
keepingin view the bleak realization of
such recoverable amount. But,
recently on dated 18.04.2023, Ld. NCLT
at Cuttack Bench has dismissed the
case and claim of Rs. 405,67,17,107/-
has been rejected and Rs. 1/- alone
admitted by the respondent. However,
this matter is also pending before the
Hon'ble High Court of H.P. against the
Arbitration award.

iv) We invite attention to Note No 2.65 where in it is stated that the Group
has not made a provision for Rs. 103.24 lakhs (Previous Year Rs.103.24

The amount shown as recoverable
can't be declared as doubtful as the
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Lakhs) recoverable from Gammon India since 2013
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.

through Directorate

Directorate of Energy is rigorously
pursuing the matter with proponent
vide latest letter dt. 10.06.2022 for re-
imbursing theamountto HPPCL.

v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit
work. The HPSEB has fully utilised the advance and given the Utilisation
certificate to the Group. As per management the material is still laying in
control of HPSEB & till it is handed overit cannot be capitalised.

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 submitted to
that effect by HPSEBL. Adjustment of
advance is pending in Books of
Accounts due to works executed are
still being verified by project
authorities (as intimated vide UC).The
assets will be capitalized after the
verification from HPSEBL.

v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit
work. The HPSEB has fully utilised the advance and given the Utilisation
certificate to the Group. As per management the material is still laying in
control of HPSEB & till it is handed over it cannot be capitalised.

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 submitted to
that effect by HPSEBL. Adjustment of
advance is pending in Books of
Accounts due to works executed are
still being verified by project
authorities (as intimated vide UC).The
assets will be capitalized after the
verification from HPSEBL.

(vi) Grant Receivable

In case of Gyspa HEP, we invite attention to Note No 2.67 where in itis stated
that Group is showing Rs. 608 lakhs (previous year Rs. 608 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 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,
shallnotberecognised untilthere is reasonable assurance that:

(a) the entity will comply with the conditions attaching to them; and

(b) The grants will be received.

Statement of facts requires no
comments.
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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 be received. Receipt of a grant does not of itself provide
conclusive evidence that the conditions attaching to the grant have been
orwill befulfilled.”

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 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.
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(vii) 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 2.51).The following
are details of the advances P

T T T

1. Patel Engineering 7,665.00 4,852.00
Andtriz Hydro 1,669.00 1,789.00

2.

The recovery of Mobilization advance
as per contract agreement PCC Clause
No. 14.2, wherein deduction of
mobilization advance started from the
IPC following the total of all IPC
certified to contractor has reached to
30% of the Contract price as such the
amount of Rs. 6843 Lakh on a/c of
Mobilization advance is recovered
from M/s PEL on 30.04.2023. The
balance payment will be recovered
from the subsequent IPCs till the
complete recovery, which shall be
completely repaid prior to time when
90% of the contract price has been
certified for payment.

The advance given to M/s AHPL is
adjusted/ recovered from the invoices.
An amount of Rs. 1669 Lakh on a/c of
Mobilization advance is recovered
from M/s AHPL upto 30.04.2023. The
balance amount Rs. 1381.09 will be
recovered / adjusted as and when
invoices of works executed are
certified for payment to the contractor.
Discounting can't be done at this stage
as the actual date of 90% of the work
executionis notascertainable.

(viii)  The Shongtong unit is showing advance of Rs. 35.49Lakh (Previous
Year Rs. 154 lakhs) to HPSEB as on 31st March 2021 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. 35.49 lakhs and
CWIP are understated to the extent of above. Utilisation certificate received
on 15-11-2022.

The advance has been fully adjusted in
the FY 2022-23.
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ix) The Sawra Kuddu HEP is showing a sum of Rs. 485 lakhs (Rs. 714 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 Rs. 485 lakhs and CWIP are
understated to the extent of above.

The amount of Rs.440.10 lakh is
recoverable from HPPTCL and has
already been transferred to the
recoverable account and will be
adjusted accordingly. The remaining
amount will be adjusted after the
receipt of utilisation certificates.

x) The Chanju Ill has not capitalised the advance to HPPTCL for design and
survey workamounting toRs. 17 lakhs for want of utilisation certificate.

100 % advance payment against the
deposit work for carrying out
preliminary/ detailed survey
alongwith preparation of Forest
clearance cases and PTCC cases for the
construction of 132KV D/C
Transmission lines from Chanju-Ill HEP
to Chanju-lindistrict Chamba of H.P.
Matter regarding completion of works
are being discussed regularly in
Monday meeting, accordingly
Director(Projects), HPPTCL vide this
office letter no HPPCL/GM/RCP/G-
21/2022-2/34-39 dated
05.04.2023(latest) has been requested
for early completion of works. As the
work is still in progress and advance
issued to HPPTCL will be adjusted only
after the completion of the work.

xi) The Deonthal Chanju has not capitalised the advance to HPPTCL for
design and survey work amounting to Rs.13.00 lakhs for want of utilisation
certificate.

100 % advance payment against the
deposit work for carrying out
preliminary/ detailed survey
alongwith preparation of Forest
clearance cases and PTCC cases for the
construction of 132KV D/C
Transmission lines from Chanju-Ill HEP
to Chanju-lindistrict Chamba of H.P.
Matter regarding completion of works
are being discussed regularly in
Monday meeting, accordingly
Director(Projects), HPPTCL vide this
office letter no HPPCL/GM/RCP/G-
21/2022-2/34-39 dated
05.04.2023(latest) has been requested
for early completion of works

Workisin progress and advance issued
to HPPTCL will be adjusted only after
the completion of the work.

xii) The Sainj unit is showing Rs. 3624 recoverable from State Pollution
Department but the expenditure has not been booked. Utilisation
certificate yet to be received.

HPSPCB has submitted the utilization
certificate (UC) and now UC for an
amount of Rs. 3,624/- is required,
which will be utilized inthe FY 2023-24.

246
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xiii) The Sainj unit has shown Rs. 9 Lakh 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
thatextant.

Necessary correspondence in this
respect is being done with Directorate
of Energy. The amount shall be settled
accordingly. Further the amount
pertains to infirm sale and shall affect
the capital value of assets, hence does
not affect Profit & Loss Account.

xiv) The Sainj unithas shownRs. 6.63 Lakh(Previousyear 131 Lakh).

The amount stands recovered from the
contractor as on 01.03.2022 and now
onlyRs.6.63 lakhs stands recoverable.

xvi) The Sainj unit has booked advance to HPSEB amounting to Rs. 5.29
Lakh which is of non recoverable nature and should have been charged to
the CWIP. Thus Current advances have been overstated to the extent of
above asthe amounthas not been recovered and adjusted till date.

Sr. Executive Engineer Division
HPSEBL, Thalout has been requested
to submit the utilization certificate of
deposited fund (Rs. 5.29 Lakh Only)
vide this office letter No.
HPPCL/SHEP/SM(B/HM)/Gen/2020-
21-338-339 dated 11.09.2020 followed
by areminder of even No.458-59 dated
17.10.2020 and letter No. 296-98 dt.
29.08.2022. It can be settled only on
receiptof UC.

xvii) The Sainj unit has booked advance to XEN IPH amounting to Rs. 4.65
Lakh which is of non recoverable nature and should have been charged to
the CWIP. Thus Current advances has been overstated to the extent of
above astheamounthas not been recovered and adjusted till date.

X-En, Jal Shakti Department, Division-II
Kullu at Bhunter has been requested to
start the work at the earliest for which
Rs. 4.65 lakh has already been
deposited vide this office letter No.
HPPCL/ SHEP/SM(B/HM) / Gen/ 2020-
21-336-337 dated 11.09.2020 followed
by a reminder file of even No.462-63
dated 17.10.2020 and letter No. 293-95
dt.29.08.2022. It can be settled only on
receiptof UC.

xviii) The Sawara Kuddu Unit has debited Rs. 41 lakhs to Patel Engineering
on account of Risk and award cost of the work done during the year 2017-
18.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 is shown as
recoverable from M/s PEL and now the
said case of recovery is subjudice at
Hon'ble High Court of HP, hence can't
be shown as doubtful at this stage.

xix) The Chaniju Il has not capitalised the amount of Rs. 187 Lakh paid to
HPSEBL, as the work has not been completed.

100 % advance payment for
strengthening of existing Power
Supply Lines, has been released to
HPSEBL against the deposit work
estimate submitted by HPSEBL. This
office has requested to HPSEBL vide
letter no HPPCL/GM/RCP/G-19/2022-
23 5044-51 dated 15.02.2023 for early
completion of works and to submit the
utilization certificate of advance
issued.

However the works of 5 nos of sites out
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of 6 nos of sites is almost complete and
the balance work is in progress.
Advance will be adjusted on
completion of balance work and
issuance of final utilization certificate
by HPSEBL.

xx) The Deothal - Chanju has not capitalised the amount of Rs. 187 lakh paid
to HPSEBL, as the work has not been completed.

100% advance payment for
strengthening of existing Power
Supply Lines, has been released to
HPSEBL against the deposit work
estimate submitted by HPSEBL.

This office has requested to HPSEBL
vide hthis office letter no
HPPCL/GM/RCP/G-19/2022-23 for
early completion of works and to
submit the utilisation certificate for
advanceissued.

However the works of 5 nos of sites out
of 6 nos of sites is almost complete and
the balance work is in progress.
Advance will be adjusted on
completion of balance work and
issuance of final utilization certificate
by HPSEBL.

7.Inventory Note 2.11
Reported by previous auditors the Kashang stage 1 Unit is showing the
followinginventories at the close of the year.

T R N

1. 2000000751 G.I. Pipe 80 mm® 248.3 Rmt 1,06,140.80  Transferred from HPSEB
2 2000000744 Portable Magzine 4 Nos. 1,55,567.00  Transferred from HPSEB
3 2000000765 Steel Tubler Pole 10 mtr. 42 Nos 4,51,035.90  Transferred from HPSEB
4. 2000000727 Angle Iron 100x100x6mm 17.787 M 6,06,688.42  Transferred from HPSEB
5 2000000766 ACSR Conductor 14,078 M 6,22,205.05  Transferred from HPSEB
6. 2000005637 Needle Tips & Seat Ring 1 Set 16,60,593.94  Spares for Eand M work

T I ]

The Item from Sr no 1 to 5 amounting to Rs. 19.41 Lakh has to be shown at
Net Realisable Value and the necessary provision of obsolescence has to be
made. No information in respect of the same has been provided to us.
Theitem at Sr.no 6is spare of the Turbine and has be shown under Property
Plant and Equipment's& as such should be depreciated along with the
plant.

Thus Inventory is overstated to the extent of Rs. 16.60 Lakh and property
Plantand Equipment'sis understated to the extent of above.

The item at Sr. No. 1 i.e. pipes shall be
used in the future for making provision
for supply of drinking water from
power house to power house stores.
For, the item at Sr. No. 2, the case for
write off of the said item has already
been approved and case has already
been moved for approval of scrap sale
of the said item(s). The item will be sold
as scrap positively within this financial
year once the approval for scrap sale of
the saiditemis obtained.

The items at Sr. No. 3 i.e. 20 No. Steel
Tubular Poles have already been used
in the work of restoration of 22 kV
power supply at intake site and the
remaining are kept as spares for
emergency restoration of the said
supply.

The item at Sr. No. 4 stands issued to
IKHEP Stage-Il & lll upon their request
and nolongerstandsin theinventory.
The item at Sr. No. 5 - 2000m
conductor has already been used in
the work of restoration of 22 kV power
supply at intake site and the remaining
is kept as spares for emergency
restoration of the said supply.
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The Needle Tips & Seat Ring i.e. item at
Sr. No. 6, is a mandatory spare for
Turbine of the machine and one or two
set of the same are kept as extra for
immediate replacement to avoid
generation loss in case of the erosion
of the already installed component.
This spare is required to be replaced
every year due toits erosion during the
monsoon season resulting from heavy
silt inflows. Therefore the uses period
and future economic benefit derived
from spare part are limited only up to
one period and according to Ind AS 16,
The spares parts, stand-by equipment
and servicing equipment qualify as
Property, Plant and Equipment when
an entity expects to use them over the
period of more than one year. Hence
the spares available to use in store
does not qualify the condition to be
shown under Property, Plant and
Equipments.

8.Trade Receivables Note 2.12
Trade receivables are subject to confirmation & reconciliation

Reconciliation with HPSEBL regarding
the amount payable and receivable in
under process.

9.0ther Current Assets Note 2.17

(I) The Sawara Kuddu unit has not shown the amount recoverable from
Patel Engineering on account of recovery of concrete cuttingamounting to
Rs.77.50 lakh (previous year Rs.84 lakhs). The case is reported to be in High
Court.Inouropinion the other Current Assets are understated to the extent
of above and CWIP is overstated to the extent of above.

Same reply as above Point 4 (xix).

10.Non-Current Other Financial Liabilities Note 2.22
(i) LongTermBorrowings

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. In our opinion the Group has defaulted in
payment of instalments and interest to the state government which is
holding 39.76 %(Previous Year 39.56 %) of the equity. However there is no
other default in payment of loan and interest to any other Financial
institutions/Banks. The Group has not complied with Requirements of the
IND AS 20 Accounting of the Government Grant which states that the any
concession from the government should be added as addition to the cost
and should be credited to the revenue.

The Govt. of H.P has allowed
deferment of repayment of loan and
interest till 2020-21 vide GoHP letter
dated 30.10.2021.

ii) The loan to the Group was sanctioned by the Central Government to
the State Government as 90 % grant and 10 % loan basis has been further
advanced to the Group as 100 percent loan which was sanctioned to the
state government under Clean energy program. The Funding of the Grant
to State Government as Loan to the Group has increased the financial cost
Liability on account of interest payable to the State Government. This will

The matter for restructuring of loan has
already been taken up with the GoHP
vide letter no. HPPCL/F&A/GoHP Loan
/ 2022-7023 dated 28.07.2022 and is
vigorously pursued with GoHP.

pL L)
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increase the cost per unit of the generation of power and will not be
recovered from the consumer and have to be borne by the Group. The
charging of the interest will not make the Group profitable as it constitutes
40% to 45% of the revenue cost and the Group has not paid the interest to
the state government even after four units are commissioned and the
Groupis pursuing for the deferment of principal and interest till 2024 and in
earlieryearalso the deferment has been granted by the State Government.

The CAG has also raised concern over the same in their report and
suggested that the matter be taken up with the state government to get
the benefit of the Govt of India Policies.

iii) 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, only after the verifications
from the Engineer-in-Charge (EIC).

11.Non-Current Liabilities Provisions Note 2.25

(i) ForGroupEmployees

We invite attention to note 1.20 and 2.45 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 Costin relation to Post Employment defined Benefits planin 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. Neither any policy has been taken nor have
any trust /fund been made for the same. Although this year the Group has
created liability on the basis of actuarial valuation.

Adequate provisions have been
created as per the defined Gratuity and
Leave Encashment Plans, adopted by
the Corporation. However, actuarial
valuation of retirement benefits of
Corporation employees has been done
w.e.f.F.Y 2020-21.

(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 and booking of such
provisions are based on the
methodology devised by State/Central
Govt. and on terms & conditions
accepted by both the parties.

12.0ther Non-CurrentLiabilities Note 2.25

a) Utilised Grant Renukaji

() The Group has incurred following expenditure on the Renukaji project till
31stMarch 2021. (Amountin Lacs)

Tangible Assets 97,435.05 41,262.00
Advances & Deposits with Court 10,320.35 20,725.00
CWIP 7.54 7.54
Incidental Expenses 15,268.25 14,197.00
Advances 186.42

1,23,217.61 76,191.54
Grant Received 71,086.80 76,002.33

71,086.80 76,002.33

Shortfall 52,130.81 189.21

Funds/grants receivable as on
31.03.2021 as worked out are
Rs.1229.37 crores and entry in this
regard has been made in the books of
account.

The cumulative funds/grants received
from CWC and Beneficiary States up to
31.03.2023isRs. 18,76,24,91,207/-.
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The Group has passed mere book entries amounting to Rs 470.74 crore by
debiting Land & crediting Govt dues payable to arrive at the above figures
,although no actual payment has been made against Rs 470.74 crore.

LA Oledgeris showing credit balance of Rs79crore ,& bank a/c on the name
of L A O shows positive bank balance Rs 368.27 Lakh .No reconciliation
statement has been made available to us.
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(iii) We invite attention to para 2 (iv) of previous year audit report regarding
allocation of expenses to Renukaji HEP wherein its stated that the
allocation of expenditure of Corporate office and Sundernagar 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. 3487
lakh (previous year Rs. 2870 lakhs) as share of corporate office and design
wing expenses to the Renukaji HEP for current year viz 31st March 2021. In
our opinion the amount recoverable from participating states will be
reduced by Rs. 3487 lakh (previous year Rs.2870 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 has
the same been reduced from the incidental expenditure during
construction period of the unit. The above practice is not in line with the
significantaccounting 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. However as informed to us no interest
was earned during the year, as the Group is doing funding of expenses out
ofitsownresources.

The proportionate expenditure of
Corporate office and Design Office has
been allocated on the basis of
expenditure being incurred by HPPCL
on Renukaji HEP. As such expenditure
shall form part of the total funds
agreed to be provided by Gol and
beneficiary States, hence prior
approval of booking of every
expenditure being incurred in Renuka
Ji DAM is not required. Further,
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,
hence beneficiary wise booking of
expenditureis not required.

13. Current Liabilities Other Financial Liabilities Note 2.22

(i) The Liability on account of Retention Money, Security Depositand 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.

Current Liabilities on account of
Retention money, Contractor and
Suppliers dues payable are being
cleared on regular basis and Portion of
Security deposits also released to
vendors time to time. Confirmations of
Balance payable as on 31st March
2021, 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 Group are showing separately the amount
payable and recoverable from HPSEB Limited. No Confirmation /
reconciliation 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 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

The liabilities against EMD, Retention
Money, Security Deposit and other

TV ()
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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 atfresh and should be charged to revenue in appropriate cases.

dues payable are released to the
Contractors only after claims are
submitted to the concerned
Engineering-in-charge (EIC) for its
verification.

iv) The Other Financial Current Liabilities includes Rs.80.07 lakhs (Previous
Year Rs.75.87 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 of the Management.

v) The Sawra Kuddu unit has made a provision for CAT Plan Expenses on
04th January 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 extent of above.

The amount is of the nature of current
liability as same shall be released on
receipt of utilization certificate of the
previously paid amount.

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 2.63). Thus, current liabilities are understated
tothe extent of above.

Matter being sub-judice, has been
shown under contingent liabilities
under Note on Accounts No. 2.63.
Hence does not affect P &L Account.

vii) Local Area Development Fund: -

We Invite attention to Note 2.69 where in the Group has not made any
provision of amount payable to LADA fund on account of increase in cost of
the Projects ,as final cost determination of commissioned projectsis under
process

In case of Sainj and Sawra Kuddu HEPs,
the provision of the balance amount of
LADA has been made in the books of
accounts in the FY 2019-20 and F.Y.
2020-21 respectively. In case of
Kashang Stage-Il &I, amount payable
against LADF is being deposited
regularly. Due to ongoing works at
project ends and final project cost not
yet arrived at, hence the exact amount
of final instalment is not determinable
at this stage. The marginal amounts,
remaining to be deposited are subject
to further adjustments and shall be
accordingly provided/ released.

viii) Reported by previous auditors the Kashang Unit has not Charged GST
on the Liquidation Charges amounting to Rs. 534.42 lakhs on Rs.2,969 Lakh
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.The observation was also reported in the previous year
also. Thus the current liabilities and understated to that extant and other
non currentassetsis also understated to that extant.

GST Act 2017 came into force w.e f. 1st
July 2017 and the Liquidation Charges
pertains to Pre-GST period and were
recorded in the books of Accounts in
the FY 2016-17 vide SAP Document No.
113550 dated 31.03.2017, hence the
GST was not applicable on the date of
transaction and accordingly no GST
was charged on LD Charges. Further,
this has not been reported in the GST
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Audit Report by the GST Auditors.

ix) The Swara Kuddu HEP has transferred land measuring 0.9224 hectare to
the HPTCL for the construction of 220 KV Switching Station at Hatkoti. The
Group has received, Rs. 916 Lakh as cost towards the cost of land in the
month of November 2018. The Group has handed over the possession of
the land to the HPTCL but has shown the amount as advance from the
customers and the sale deed for the same has not been executed so far. In
our opinion the advance has to be adjusted with the cost of the land and
the deposit with the court. Thus current liabilities are overstated to the
extent of Rs. 916 Lakh. Pending execution of transfer deed cannot be
credited toland.

A sum of Rs. 5.00 Crore was received
from GoHP on account of Equity
Contribution towards Kishau Dam
Project. In this regard, a sum of Rs. 0.75
Crore. The management of HPPCL
decided to contribute the due amount
towards KCL on account of Equity
Contribution of GoHP only after UJVNL
deposits their respective share.
Subsequently, upon receipts of
instructions and corresponding
approval(s) from the authorities the
due sum was released in parts to KCL
0on 03.12.2020.16.07.2021&07.10.2021,
and as on date, entire due amount
stands remitted to KCL.

x) The Sainj Unit has shown a sum of Rs. 519 Lakh as amount payable to
Voith Hydro. The HEP has not provided to us the details in respect of the
same and nor any confirmation from the supplier has been provided. The
Amount is payable since 2017 and the same has not been paid till the date
ofthe audit.Thus the liabilities are overstated to the extent of above.

The reconciliation of the accounts in
respect of E&M package of Sainj HEP is
in progress. All the pending dues
payable to M/s VHN shall be settled
only atthe time of final settlement.

14.Generation & Sale of Power
i) Note no 2.60 The Group is showing only net sale instead of gross sale.

Sale of power entries have been taken
into books as per instruction issued by
SoP department vide letter No
.HPPCL/SoP/13%FP/Kashang HEP/
2017 -9731-38 dated 24.07.2018. As
per ibid letter HPPCL is entitled for
selling only 87% of the power and 13%
Royalty Power of GoHP has to be
provided in the shape of free power
(free of Cost) at Bus bar of the project.
Therefore, accounting of revenue
generated from sale of 87% of Power
including UI/DSM etc. is to be
accounted for in the Books of
Accounts. 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 2.60 may
bereferred.

ii) The Beradol Solar Power unit while fixing the tariff rate has adopted
HPREC AD benefit Rate of Rs 4.31 per unit while approving the Tariff Rate
with HPSEB. The Corporation is not availing the advance deprecation
benefit thus Tariff rate of Rs. 4.79 per unit is applicable to the corporation.
Thus Sale of power as well debtors is understated to the extent of Rs. 39.89
Lakh.

Since the corporation is incurring
continuous losses, therefore, no tax is
being paid by the corporation. Evenifit
is considered at Rs. 4.79 per unit, it
would not be having any impact as
there is no tax liability arising due to
corporation losses.

TV ()
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15. Apportionment of expenditure and Income of Corporate Office
and Sundarnagar

1) Expenditure of Corporate Office and Sundarnagar

We refer Significant Accounting Policy no 1.6 g and Note no 2.60.The above
apportionment is not in line with the accounting policy referred in note
1.6g which states that the "The Expenditure of Corporate office and
Sundarnagar design office is allocated to different accounting units on
systematic basis." 15% charged to Renukaji & balance to other units in
proportion to expenses incurred. 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 or on the basis of expenditure
incurred proportionately. 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.

Keeping in view practicability, the
allocation has been done accordingly.
The methodology has been disclosed
inthe Notes on Accounts No. 2.60.

ii) Income of Corporate Office and Sundar 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: -

- Fundsreceived for Equity

- FundsforRenukaji Project

- Imprest Funds for ADB Funded Projects State Govt Loan

- Intereston FundsWith LAO

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

Similarly, expenditure has been allocated alongwith HO to other units.

The allocation of interest earned on
short term bank deposits (made out of
idle funds) have been allocated on the
basis of the approved practice.

16.Provision forIncome Tax

We invite attention to Note No 2.70 where in no provision has been made
by the Group forincome tax during the year under review.

We also invite attention to note 2.58 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. 7557 lakhs (Previous Year Rs. 8,874.50 lakhs (refer note 2.10).In view of
the uncertainly involved and the matter is sub- judice we are unable to
comment on the recoverability of the above amount and its effect on the
Financial Statements.

No provision for income tax liabilities
has been made, as the Group has
brought forward losses and
unabsorbed depreciation as per
Income Tax provisions. During the year
also, the Groupisinloss.

17.Quantitative Detailsin respect of energy generated and sold

We invite attention to Note 2.53 where in the Group has stated that it has
installed capacity of 281 MW as on 31st March 2021.The Group has capacity
65 MW *3i.e. 195 MW but water supply was only for one turbine at Kashang
stage | against installed 3 turbines. and the installed capacity of the Sainj
HEP is 100 MW and one solar unit with the capacity of 5MW .However ,the
installed capacity at Kashang is not utilizable in the absence of water as the
stage Il & Il are under construction. Out of 3 turbines water is sufficient for
running one turbine only. For rest 2, work is in progress. Sawra Kuddu HEP
hasinstalled capacity of 111 MW.

No provision for income tax liabilities
has been made, as the Group has
brought forward losses and
unabsorbed depreciation as per
Income Tax provisions. During the year
also, the Groupisinloss.

18.Profitand Loss Account

(i) Oand MDisaster Management

Reported by previous auditors the Sainj Unit has booked the cost of
hooters and other expenses amounting to Rs. 45.35 Lakh as expenditure

The necessary rectification entry has
been madeon 01.04.2021.
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during the year under review which are of Capital Nature and has to be
capitalised by the HEP. Thus expenditure is overstated to the extent of
above and property plant and machinery is understated to the extent.
Claimedto be done during 31-3-2022.
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(ii) Priorperiod Expenses

The Group has charged the prior period expenses during the year under
review to the profit and loss Account. The Following are the year wise
Bifurcation of the same.

s for the year 2017-18 1,11,53,227.00

2. Period erlier then 2017-18 1,98,39,249.00

As per IND AS 8 Accounting Policies, Changes in Accounting Estimates and
Errors , the errors has to be rectified retrospectively in the Financial
Statements as if the error had never occurred. If the error pertains to period
earlier then previous year then the third Balance sheet has to be prepared
as opening Balance Sheet. Refer Note 1.25 of the Significant Accounting
Policies of the Group which has not been complied with. In our opinion the
Group has not complied with the requirements of the IND AS 8.

The prior period expenses of Kashang
Stage-l amounting to Rs. 68,90,845/-
and Kashang Stage Il & Il Rs.
46,78,699/- only have been charged to
P&L account. These expenses have
been charged for the compliance
made to the CA&G audit observations
for EY. 2020-21 and Statutory audit
observation for F.Y. 2017-18
respectively. Compliance to Ind AS 8
has been ensured wherever
applicable.

19.Income Tax Appeals with the High court in respect of Chargeability
of Income Tax on Interest on Fixed Deposits kept as short-term
Investments.

Reported by earlier auditors, 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 theincome 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 expensesand 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.

The income tax authorities are considering such income as taxable income
and are being charged as taxable Income of the Group.

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 per the approved policy of the
management. However this interest
income is to compensate the
corresponding escalation cost and
borrowing cost etc. of the period for
which the funds remained idle, due to
obstruction of awarded work, for
reasons attributable to the
Corporation.

20. Disaster Recovery Centre

The Group has installed SAP ERP software for all its projects including
corporate office.The Group has its DRC at Chennai and the same was closed
and shifted to Shimla by M/s Siffy Technology. M/s Siffy Technology was
awarded the contract for the AMC of the DRC for Rs. 1.25 crores and the
reallocating cost of DRC for Rs. 9.67 Lakh. The Group has proposed to shift
the DRC from Chennai to Himachal Pradesh at Data Center Site of HPSEBL at
Ponta Sahib or at any other place at Ponta Sahib. The Group does not find
any suitable site at Ponta Sahib thus no Disaster Recovery Centre of the
Group is in place till date. We were informed that complete back up is
maintained at head office on fortnightly /monthly & at Govt data centre at

The Data Center of HPPCL has been
now shifted to HP State Data Center at
Mehli Shimla, H.P. and is in operation.
For DRC also arrangements are also
being made by this Corporation with
HP State Data Center to provide
required space at their DRC, which is
located in other seismic zone.
However, at present the Data Back-up
is being saved at two different
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Mehli.Whatis the wisdom in paying AMC of the DRC without any site being
taken for the same. Latest information as to its status not provided by the
management.

locations to prevent dataloss.

21.Land Court Cases RenukajiJi Project

The Board of Directors in its 75th meeting on meeting 18th March 2021 has
decided not to the file Regular First Appeal in the Hon'ble High Court
against the awards passed by the Lower Courts and against the decision of
the Hon'ble High Court. Refer Note 2.41 Notes where in its stated that the
Group has made contingent provision in respect of the awarded amount
amounting to Rs. 168618.40 lakh. The Decision of the Group not to file the
appeal will make the contingent provisions as regular provisions and thus
the provisions on account of land compensation of Renukaji Ji Project is
understated to the extent of above.

As the decision taken involves long
process to measure the extent of
liabilities involved. Land owners who
may be still aggrieved by such orders
of the Hon'ble Court may delay the
process of final settlements, besides,
being large number of cases for which
liability needs to be calculated, hence
liabilities can't be accounted for at this
stage. However, provision for the same
hasbeen madeupto31.12.2022.

22.An amount of Rs 2585631 1/- paid to Patel Contractor by Kashang stage
under repair & maintenance remained unexplained & will be reported next
year after verification at the site

The matter in this regard was
explained by the project authorities as
well as o/o GM (Civil Contracts)
alongwith all the supporting
documents such as award letter,
approvals etc. However, the physical
verification of the same may be done
during the visit of the auditor at the
project site for conducting the audit
fortheF.Y.2021-22.

23.Changein accounting policy & practice

This the Group has changed its practice of creating provision for /cost of
land on the basis of payment to charging /creating provision for land cost
onthe basis of Court cases butfailed to disclose the samein notes

The money deposited with the Honb'le
Court(s), HP has already been
accounted forin the books of accounts,
hence no disclosure in this regard is
required.

Emphasis of Matter

A. Only negligible efforts has been made to remove the qualification raised
in earlier year audit reports and the same has been considered in this year
reportalso.

B. We further draw attention to the following matters in the Notes to the
Consolidated Ind AS Financial statements: -

(i) Balances of trade receivables, advances ,deposits ,trade payables are
subject to reconciliation/ confirmation and respective consequential
adjustments.

Most of the observations of the
previous financial years have been
settled.

All out efforts are being made for
reconciliation of the same from
respective departments.

(ii) Note No 2.62 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. An agreement with PFC has been
executed on 06/10/2021.

Disclosure/explanation to this effect
has been given in the Notes on
AccountsatNote No.2.62.

(iii)  Note No 2.68 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.

Disclosure/explanation to this effect
has been given in the Notes on
Accountsat Note No. 2.68.
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Our Opinionis not modified in respect of these matters.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the Consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the Consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate
opinion on these matters.

For each matter below, description of how our audit addressed the matter
is provided in that context. In addition to the matter described in the Basis
for Qualified Opinion section we have determined the matters described
below to be the key audit matters to be communicated in our report.

E Key Audit Matter How our audit addressed the key audit matter

1

Tendering:

Tendering is key audit matter but we
noticed tenders were not floated for
works order costing Rs. 2.58 crore.
Explanation given was evasive. No
estimates were prepared & bills passes.

These will be checked in details& accessed as to controls during
nextyearaudit.

No estimates were prepared.

2 ContingentLiabilitiesand Provisions
There are a number of litigations We have obtained an understanding of the Company's internal
pending before various forums against  instructions and procedures in respect of estimation and disclosure
the Company and the management's of contingent liabilities and adopted the following audit
judgement is required for estimating procedures:
the amount to be disclosed as - understoodand tested the design and operating effectiveness of
contingent liability and for creating the controls as established by the management for obtaining all
adequate amount of provision, relevantinformation for pending litigation cases;
whereverrequired. - discussed with the management any material developments and
We identified this as a key audit matter latest status of legal matters;
because the estimates on which these - examined management's judgements and assessments whether
amounts are based involve a significant provisions are required;
degree of management judgment in - considered the management assessments of those matters that
interpreting the cases and it may be are not disclosed as the probability of material outflow is
subjectto management bias. considered to be remote;
(Refer Note No. 2.41 to the Stand alone - reviewed the adequacy and completeness of disclosures;
Financial Statements, read with the Based on the above procedures performed, the estimation and
Accounting Policy No.1.18) disclosures of contingent liabilities and creation of provisions are

considered to be adequate and reasonable.

3 Property, Plant&Equipment
There are areas where management We have visited some units while others will be visited next year
judgement impacts the carrying value audit.
of property plant and equipment and  Actual Controls will be assessed during next year audit as these
the irrespective depreciation rates. were not practicable at HO in the absence of information. However,
These include the decision to capitalise ~ we have reviewed the same through discussions with management
or expense costs; the annual asset life  atHO.
review; the timeliness of the
capitalisation of assets and the use of
management assumptions and
estimates for the determination or the
measurement and recognition criteria
forassets retired from active use. Due to
the materiality in the context of the
balance sheet of the Company and the
level of judgement and estimates
required, we consider this to be as area
of significance.
(Refer Note No. 2.1 to the Standalone
Financial Statements, read with the
Significant Accounting Policy No. 1.5)

4  Capitalwork-in-progress (CWIP)

The company is involved in various
capital works like construction of new
power projects, installation of new
plant and machinery, civil works etc.
These projects/works take a substantial
period of time to get ready for intended
use and due to their materiality in the
context of the balance sheet of the
Company, this is considered to be an
area which had the significant effect on
the overall audit strategy and allocation
of resources in planning and
completing ouraudit.

(Refer Note No.2.2 to the Standalone
Financial Statements, read with the
Significant Accounting Policy No. 1.6)

We performed an understanding and evaluation of the system of
internal control over the capital work-in-progress, with reference to
identification and testing of key controls. Deficiencies were found
and same reported at appropriate place in our Audit report. Actual
controls will be assessed during next year audit.

No comments required.
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Information Other than the Consolidated Financial Statements and
Auditor's ReportThereon
The Group's Board of Directors is responsible for the preparation of the
other information. The other information comprises the information
included in the Management Discussion and Analysis, Board's Report
including Annexures to Board's Report, Business Responsibility Report,
Corporate Governance and Shareholder's Information, but does not
include the Consolidated financial statements and our auditor's report
thereon.

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

In connection with our audit of the Consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider
whether the other information is materially inconsistent with the
Consolidated financial statements or our knowledge obtained during the
course of ouraudit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report
thatfact. We have nothing to reportin this regard.

Statement of facts, comments not
required.

Management's Responsibility for the Consolidated Ind AS Financial
Statements

The Group'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 Ind AS financial statements that give a
true and fair view of the state of affairs (financial position), profit or loss
(financial performanceincluding other comprehensive income), cash flows
and statement of changes in equity of the Group in accordance with the
accounting principles generally accepted in India, including Indian
Accounting Standards (Ind AS) prescribed under section 133 of the Act read
withrelevantrulesissued 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 Group 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
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 Consolidated Ind AS financial statements that give a
true and fair view and are free from material misstatement, whether due to
fraud orerror.

In preparing the Consolidated financial statements, management is
responsible for assessing the Group's ability to continue as a going
concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either
intends to liquidate the Group or to cease operations, or has no realistic
alternative buttodoso.

The Board of Directors are responsible for overseeing the Group's financial
reporting process.

Statement of facts, comments not
required.

Auditor's Responsibility
Our objectives are to obtain reasonable assurance about whether the
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Consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor's
reportthatincludes ouropinion.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with SAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
orerrorand are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users
taken onthe basis of these Consolidated financial statements.

As part of an audit in accordance with SAs, we exercise professional
judgment and maintain professional scepticism through out the audit. We
also:

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

-Obtain an understanding of internal financial controls relevant to the
audit in order to design audit procedures that are appropriate in the
circumstances. Under section 143(3)(i) of the Act, we are also responsible
for expressing our opinion on whether the Group has adequate internal
financial controls system in place and the operating effectiveness of such
controls.

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

-Conclude on the appropriateness of management's use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the Group's ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the
Consolidated financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence
obtained up to the date of our auditor's report. However, future events or
conditions may cause the Group to cease to continue as agoing concern.
-Evaluate the overall presentation, structure and content of the
Consolidated financial statements, including the disclosures, and whether
the Consolidated financial statements represent the underlying
transactions and eventsinamanner thatachieves fair presentation.
Materiality is the magnitude of misstatementsin the Consolidated financial
statements that, individually or in aggregate, makes it probable that the
economic decisions of a reasonably knowledgeable user of the financial
statements may be influenced. We consider quantitative materiality and
qualitative factors in (i) planning the scope of our audit work and in
evaluating the results of our work; and (ii) to evaluate the effect of any
identified misstatementsin the financial statements.

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

N
POWER CORPORATION LTD.

Statement of facts, comments not
required.
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We also provide those charged with governance with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on ourindependence, and
where applicable, related safeguards.

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-l, a statement on the
matters specified in paragraphs 3 and 4 of the Order, to the extent
applicable.

Comments not required.

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.

Comments notrequired.

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;

Comments not required.

b) Except for the possible effects of the matter described in the Basis of
Quialified 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;

Comments not required.

¢) The Balance Sheet, Statement of Profit and Loss and statement of Cash
Flows and Statement of changes in equity dealt with by this report are in
agreement with the books of account;

Comments not required.

d) Exceptforthe 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,

Comments not required.

e) The Matter described in the Basis for Qualified Opinion paragraph above,
in our opinion may have adverse effect on the functioning of the Group.

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 notapplicable to the Group.

Comments notrequired.

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.

Comments not required.

h) With respect to adequacy of Internal Financial Controls over financial
reporting of the Group and the operating effectiveness of such controls,

Comments not required.
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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 Reportin
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 giventous:

I. The Group has disclosed the impact of pending litigations on its financial
position inits financial statements- Refer Note 2.33 to the Consolidated Ind
ASfinancial statements.

Comments not required.

ii. The Group did not have any long-term contracts including derivative
contracts for which there were any material foreseeable losses;

Comments not required.

iii. There were no amounts as at 31.03.2020 which were required to be
transferred to the Investor Education and Protection Fund by the Group.

Comments not required.
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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 2021.

i (a) The Group has generally maintained proper records showingfull | a) Statement of facts, comments not
particulars, including quantitative details and situation of its fixed | required.

assets. except thatidentification, location etc. need be mentioned.
(b) As explained to us all the assets were got physically verified by
the management during the year under review. We were informed | b) Statement of facts, comments not
that no material discrepancies were noticed on such verification. | required.

However, verification reports of HO, Transit camp, Shongtong-
Karcham HEP, Thana Plaun HEP, Renukaji Dam Project, Sainj HEP,
Triveni Mahadev HEP and BeraDol Solar Power Project were shown
to us, but no report of ,land, Plant machinery, stores & spares was
shown to us.

(c) Title deed ofimmovable properties are in the name of the Group
except in cases of Renukaji HEP, Sainj HEP Shongtong HEP and | c) Action for the transfer of title in the
Chirgaon HEP where the land has not been transferred in the name | name of the Group has beeninitiate.
ofthe Group.

ii. The inventory of the Group consisting of Capital Stores, stores, | Statements 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.But noreports were made available to us.

iii. | According to the information and explanations given to us, the | Statements 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 | Statements 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 | Statements of facts, comments not
of section 73 to 76 or any provisions of the Companies Act, 2013 | required.
andrules there under.

V. The Group has made and maintained cost accounts and recordsas | Statements of facts, comments not
specified by the Central Government under section 148 (1) of the | required.

Companies Act 2013. However, we have not made a detailed
examination of these accounts and records with a view to
determine whether they are accurate and complete. The
companies cost accounting records has been audited by the Cost
Auditors M/s Balwinder and Associates and they have submitted
thereporton 19/11/2020.

262




ANNUAL REPORT 2020-2021

HIMACHAL PRADESH POWER CORPORATION LTD. §§

N
POWER CORPORATION LTD.

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
2019 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
thefinalisation of this report. We are informed that the provisions of
Employees' State Insurance Actare notapplicable to the Group.

Statement of facts, comments not
required.

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 on account of any dispute are given
below:

Addl. Excise & Taxation Commissioner -cum-

Entry Tax Interest 337.70 2010-15 Applellate Authority

Addl. Excise & Taxation Commissioner -cum-
Entry Tax Penalty 751.28 2010-15 Applellate Authority

Central Government Industrial Tribunal

Provident Fund PF Dues 189.26 2008-11 ° th,,diga,f:

GST GST 868.78 2017-18 Amount payable as per GSTR9 C

GST GST 572 2018-19 Amount payable as per GSTR 9

2
3
4
5. GST Interest 333.64 2017-18 Amount payable as per GSTR9 C
6.
7

Income Tax Demand 146.28 2015-16 Appeal with CIT Solan

Service Tax 65.00 Sawra Kuddu

The Amount of interestand penalty onthe Entry Tax thereon due to
Excise and taxation department has been settled under Legacy
Cases Resolution Scheme by paying the Requisite Settlement Fees
by the Group.

Statement of facts, comments not
required.

viii.

The Group has not defaulted any repayment of loans or borrowing
to any financial institution or bank 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 thatand
the request for the same has been given by the Group for further
deferment and Group has not paid the amount of instalment of
loan and interest after January 2017 till the finalisation of the
report. The State Government has given deferment for the year
2020-21till 2021-22.

Statement of facts, comments not
required.

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 year under review. The Group has raised CC
limit of Rs 200 Lakh for working capital from KCCB, secured by
charge on Plant & Machinery. However, we could not get any
evidence of utilisation of limit, so cannot comment, whether it has
been used for the intended purpose.

Statement of facts, comments not
required.

During the course of our examination of the books and records of
the Group, carried out in accordance with the generally accepted
auditing practices in India, and according to the information/
explanation given to us, we have neither come across any instance

Statement of facts, comments not
required.
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of material fraud by the Group or on the Group by its officers or
employees, noticed or reported during the year, nor have we have
been informed of any such cases by the management exceptinthe
year 2015 at Renukaji HEP and the same is 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. | GroupisnotaNidhiGroup. 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.

XVvi. | Section 45-IA of the Reserve Bank of India Act, 1934 is not | Statement of facts, comments not
applicable to the Group. required.
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ANNEXURE 2 TO THE AUDITORS' REPORT

Limited on the accounts for the year ended 31st March 2021.

Whether the Group has system in place
to process all the accounting
transactions through IT system? If yes,
the implications of processing of
accounting transactions outside IT
system on the integrity of the accounts
along with the financial implications, if
any, may be stated.

According to the information and explanations
given to us and based on our audit, the Group has
a system in place to process the accounting
transactions through M M Module, Project
System, Human Capital Module and Financial and
Controlling Module through IT system and for
this purpose SAP-ERP has been implemented by
the Group. Period end Financial Statements are
compiled offline based on balances and
transactions generated from such SAP-ERP
system for the purpose of preparing the
Accounting transactions for sale of power is not
generated though Sales and distribution Module
and being directly posted in FI Module. We have
neither been informed nor have we come across
during the course of our audit any accounting
transactions which have been processed outside
the IT system having impact on the integrity of the
accounts.

The Group has maintained separate Data Centre
but does not have Disaster Recovery Centre. Also,
the cost of land in balance sheet is different in SAP
and balance sheet due to uploading of deposits
with Court to Cost of land in Balance sheet.

The SAPinincomplete, as there are no attachment
to the vouchers which defeats the very purpose of
SAP.

POWER CORPORATION LTD.

Annexure referred to in our report of even date to the members of Himachal Pradesh Power Corporation

Action Taken Impact on
Financial Statement

Nil, Cannot be
quantified.

Whether there is any restructuring of
an existing loan or cases of waiver /
write No such case come off of
debts/loans/interest etc. made by a
lender to the Group due to the across
during

If yes, the financial impact may be
stated. Group's inability to repay the
loan?

The State Government Loans has been
restructured for repayment of loan and interest up
toJan2017till theyear2018-19.

The Group had requested the State Government
for further deferment in the month of September
2021.The State Government has refused to defer.

Nil

Whether funds received/receivable for
specific schemes from Central/State
agencies were properly accounted
for/utilized as per its term and
conditions? across during
List the cases of deviation.

The Funds received for Renukaji Project and Gyspa
Project has been properly accounted for except
the interest earned on the short term deposit from
the surplus fund has been accounted for as the
income of the corporation instead of the crediting
the same to the amount payable to the central /
State Government. Refer Para C 14(ii) of the main
audit.Noinformationin respect of interest earned
on the short term investment has been provided

The Amount payable
to the Central/state
is understated to
the extentof interest
earned on the short
terminvestment.
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to us. As there is significant difference in
expenditure incurred as per last year report & this
year report, matter will be examined during next
yearauditatunitlevel

Whether proper records are
maintained for inventories laying with
third parties & assets received as gifts/
grants from the Govt or other
authorities.

No Inventory laying with third parties, as informed
tous.

No assets were received as grants/ gift from Govt
orotherauthorities asinformed to us.

Nil

Whether land acquisition is involved in
setting up the new projects report
whether settlement of dues done
expeditiously and in transparent
manner.

The land has been acquired at Renukaji Dam. All
the payments on account of settlement has been
transferred to the LAO.

However, a sum of Rs 188.49 crores has not been
paid till the close of the year and provision for the
same has been made in the books of accounts.
Which has been reversed this year.

As all payments
made to LAO are
debited to land, the
balance in LAO bank
account remained
unexplained, status
will be reported next
year.

How much cost has been incurred on
abandoned projects and of this how
much cost has been written off.

Reported by last year auditors, the Corporation
has abandoned the, Tidong HEP and Sunni
Project. The Amount incurred on Tidong project is
being shown as recoverable from the Directorate
of Energy and the amount has not being written
off the by the Management. The Corporation has
written off Rs. 41.26 Lakh as amount recoverable
from SJVNL on account of cost of the Sunni
Project.

Nil

Indicate Whether the Group has
efficient system for monitoring and
adjusting advances to contractors/
supplier. Highlight the Significant
instances of failure of the System ifany

The Group has proper system of adjusting the
advancestosuppliers, exceptin following cases:-
1-Patel Engineering

Due to non completion of the percentage of the
work completed by the Contractor

2-HCC Limited

Due court caseinvolved

3 Costal Projects

Groupin Liquidation at NCLT.

Nil
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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 Group") as of 31 March 2021 in conjunction with our audit of the Consolidated
financial statements of the Group for the year ended on that date.

E Auditor's Report Reply

1. | Management's Responsibility for Internal Financial Controls
The Group's management is responsible for establishing and maintaining internal | Nocomments.
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 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 under the
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
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 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,
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.

Opinion

In our opinion, the Group 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 2021, 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 system in the following
areas:

Attaching evidence/ supporting documents with vouchersin SAP.

Making preparation of financial statements on SAP instead of Excel sheets.
Implementation and Compliance of Indian 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
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
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 entries in SAP for CPT Module.

Payment to 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.

Suggestions
related to
strengthening
of internal
control system
have been
noted for future
compliance.
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Recording of financial entries in foreign exchange also where the advances, retention
money and suppliers dues are payable in other currency also.

Investing of idle funds 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.

Accounting Staff/ Officers at Unit Level should be regularly trained in respect of the Indian
Accounting Standards and other Accounting concepts and conventions while preparing
the Financial Statements.

Entry in SAP to be made only upon a transaction is executed not at the time supply order is
placed, as we have noticed such instance. This will reduce chances of expenses being
booked twice.

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, 2021 Consolidated financial statements of the
Group. However, these areas of improvement do not affect our opinion on the
Consolidated financial statements of the Group.
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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 2021.

The preparation of financial statements of the Himachal Pradesh Power Corporation Limited for the yearended 31 March
2021 in accordance with financial reporting frame work prescribed under the Companies Act, 2013 is the responsibility
of the management of the Group. The statutory auditors appointed by the Comptroller and Auditor General of India
under Section 139 (5) or 139 (7) of the Act are responsible for expressing opinion on the financial statements under
Section 143 of the Act based on independent audit in accordance with the standards on auditing prescribed under
Section 143 (10) of the Act. Thisis stated to have been done by them vide their Audit Report dated 26thNovember 2022.
I, on the behalf of the Comptroller and Auditor General of India, have conducted a supplementary audit of the financial
statements of Himachal Pradesh Power Corporation Limited for the year ended 31 March 2021 under Section 143 (6) (a)
of the Act. 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 Group 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 of the
statements and the related audit report.

Balance Sheet

Assets

Non-Current Assets
1. CWIPRs.192,901 Lakh (Noteno.2.2)

Above does not include Rs. 0.47 crore due to crediting of interest on borrowing from concerned schedule due to
stoppage of work of one of the component of the project. There was no active suspension of development of qualifying
asset which is a prerequisite of IND-AS 23 for de-capitalisation on interest on borrowings. This has resulted in
understatement of above head and overstatement of loss for the year by Rs.0.47 crore.

Liabilities

Currentliability
2. OtherFinancialliability Rs. 382,260 Lakh(Note no. 2.29)

i) Above does not include Rs. 0.70 crore on account of interest on delayed payment to E&M Contractor. This amount
was payable against delayed work payment released to the contractor upto August 2019. Broad modalities for interest
payment were agreed upon between Group and contractor in meeting held on 10 February 2021. This has resulted in
understatement of above head and CWIP (2.2) by Rs.0.70 crore.

ii) AbovedoesnotincludeRs.0.21 crore on account of reimbursement of differential amount on account of royalty paid
to the contractor due to revision of royalty rates upto FY.2015. This has resulted in understatement of above head and
CWIP (2.2) byRs.0.21crore.

3. EquityShare CapitalRs.218771 Lakh (Note 2.18)

The State Government released (March 2021) funds amounting to Rs. 55.06 crore on account of equity in favour of
HPPCL. The Group showed thisamount as share Application Money pending allotmentRs. 55.06 crore as on March 2021
under the head 'Other Financial Liabilities' (Note 2.22) instead of Equity. This has resulted in over statement of Other
Financial Liabilities (Note 2.29) and understatement of Equity (Note 2.18) by Rs.55.06 crore.

Disclosure
4. NotetoFinancial Statements

As per notification of Government of Himachal Pradesh, HPPCL has to deposit Rs. 42.11 crore i.e 1.5% of total cost
amounting to Rs. 2807.83 crore of Shongtong Hydro Electric Project (450 MW) in Local Area Development Fund. The
Group had paid Rs.23.56 crore upto June 2017 and made provision of Rs. 10 crore in the accounts for the year 2019-20
and 2020-21.Thus,ason 31st March 2021, the Group has to deposit Rs.8.55 crore (Rs.42.11 crore - Rs.33.56 crore) in Local
Area Development Fund.This fact should have been disclosed by way of Notes to Accounts.
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5. IndependentAuditor Report

The comment no.“X” of Independent Auditor's Report, that “The Group has not disclosed that there is continuous
default in repayment of loan to Govt of Himachal Pradesh also interest remained unpaid throughout the period”is
contrary to facts because Govt. of H.P has granted (30 October 2021) deferment of loan of Group upto FY 2020-21.

Forand onthebehalf of the

Comptroller & Auditor General of India

Sd/-
Place: Shimla Principal Accountant General (Audit)
Date: 04-04-2023 Himachal Pradesh, Shimla
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Reply of the 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 2021.

Comments of C&AG Reply by HPPCL Management

1.

Assets

Non-Current Assets

CWIPRs. 192,901 Lakh (Noteno. 2.2)

Above does not include Rs.0.47 crore due to
crediting of interest on borrowing from concerned
schedule due to stoppage of work of one of the
component of the project. There was no active
suspension of development of qualifying asset
which is a prerequisite of IND-AS 23 for de-
capitalisation on interest on borrowings. This has
resulted in understatement of above head and
overstatement of loss for the year by Rs. 0.47 crore.

The compliance of the same has been made in the
FY2022-23.

The IDC of KK link tunnel for work stoppage period
as previously charged to P&L account has now
been transferred to AUC expenditure and is
capitalised on 31.03.2023.

Other Financial Liability Rs. 382.60 Lakh (Note
No.2.29)

Above does notinclude Rs.0.70 crore on account of
interest on delayed payment to E&M Contractor.
This amount was payable against delayed work
payment released to the contractor upto August,
2019. Broad modalities for interest payment were
agreed upon between Group and contractor in
meeting held on 10 February 2021. This has
resulted in understatement of above head and
CWIP (2.2) byRs.0.70 crore.

The compliance of the same has already been
made in the FY 2021-22. The expenditure which
was required to be provisioned on 31st March
2021, has beenaccountedforinthe FY 2021-22.

ii)

Above does not include Rs.0.21 crore on account
of reimbursement of differential amount on
account of royalty paid to the contractor due to
revision of royalty rates upto FY.2015. This has
resulted in understatement of above head and
CWIP (2.2) by Rs.0.21 crore.

The compliance of the same has already been done
in the FY 2021-22. The expenditure required to be
provisioned on 31.03.2021, has been accounted for
intheFY 2021-22.

Liabilities

Currentliability

Equity Share Capital Rs. 218771 lakh (Note no.
2.18)

The State Government released (March 2021)
funds amounting to Rs.55.06 crore on account of
equity in favour of HPPCL. The Group showed this
amount as Share Application Money pending
allotment Rs.55.06 crore as on March 2021 under
the head 'Other Financial Liabilities' (Note 2.22)
instead of Equity. This has resulted into over
statement of Other Financial Liabilities (Note 2.29)
and understatement of Equity (Note 2.18) by
Rs.55.06 crore.

The compliance of the same has been made in the
FY 2021-22. The Share Application Money pending
allotment has been shown under the head 'Other
Equity' in the Financial statements for the FY 2021-
22.
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Disclosure

Note to Financial Statements

As per notification of Government of Himachal
Pradesh, HPPCL has to deposit Rs. 42.11 crore i.e.
1.5% of total cost amounting to Rs. 2807.83 crore of
Shongtong Hydro Electric Project (450 MW) in
Local Area Development Fund. The Group has paid
Rs.23.56 crore up to June 2017 and made provision
of Rs. 10 crore in the accounts for the year 2019-20
and 2020-21. Thus, as on 31st March 2021, the
Group has to depositRs.8.55 crore (Rs.42.11 crore -
Rs. 33.56 crore) in Local Area Development Fund.
This fact should have been disclosed by ways of
Notes to Accounts.

The required disclosure has been given in the
Director's Report annexed with the Annual
Accountsforthe FY2020-21.

Independent Auditor's Report

The comment no. “X” of Independent Auditor's
Report that“The Group has not disclosed that there
is continuous default in repayment of loan to Govt.
of Himachal Pradesh also interest remained unpaid
throughout the period”is contrary to facts because
Govt. of H.P. has granted (30 October 2021)
deferment of loan of Group up to FY 2020-21.

Comments not required.
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