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The Chairman,
Mepal Electricity Authority,
Bagbazar, Kathmandu.

Subject : Independent Auditor's Raport

Report on the Armual Financial Statement

Wwe have audited the accompanying Statement of Financial Position of Nepal
Elactricity Authority (NEA}, as at Ashad 31, 2073, (luty 15, 2016) and the Income
Statement, Statement of Changes in Equity and Statement of Cash Flow for the year
then ended, and a summary of significant accounting policias and explanatory notes.

Management's Responsibility for the Financial Statements

Maznagement is responsible for the preparation and fair presentation of these financial
Statements In accordance with Nepal Accounting Standards. This responsibility
includes: designing, implementing and maintalning intarnal control relevant o the
preparation and presentation of financiai stastements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate
accounting palicles; and rnaking accounting estimates that are reasanable in the
circumstances.

Auditor's Responsibility

Our responsibillty is to express an apinlon on these financial statements based on our
audit. We conducted our audit in accordance with Nepal Standards on Auditing, Those
Standards requlre that we comply with ethlcal reguiremants and plan and perform the
audit to obtain reasonable assurance about whether the financlal statements are free of
material imlsstatement,

An audit invelves perfarming procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depended on our
prafessional judgment, including the aszessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk
assessments, we considered the internal control relevant ko entlty's praparation and falr
presentation of the financial statements n order to design zudit procedures that were
appropriate in the clrcumstances, but not for the purpose of expressing an opinlon an
the entity’s internal contrel. An audit also includes evaluating the appropriateness of
the accounting policles used and the reasonableness of accaunting estimates made by
the management, as well as evaluating the overall presentation of the financial
statements.

We believe that cur audit evidence we obtained is sufficient and appropriate to provide
a basis for our opinion.

Bome PN i rere
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e-mail: agnep@nte.net.np, info@oag.gov.np
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4.1
4.1.1

4.1.2

1.1.3

4.1.4

4.1.5

4.1.6

Basls for Qualified Opinion

Froperty Plant and Equipment (PPE)
Verification of PPE

MEA has not provided complete schedule of assets owned detailing cost, location and
condltion. Total area of the land, rcost thereof and ownership certlficates are not
verlflable as NEA has not carried out compiete physical verificatlon of Froperty, Plant
and Equipment to fdentffy the existence and condition of the assets. Hence, we could
not wvarify whether the amount recognized in financial statements corraspands to the
actual existerice and condition of PPE. The total PFE recagnlzed in financial statements
is MRs. 88,521.02 milllen. Concerned officers should be made responsible to maintaln
the proper recards of these assets.

Transfer and adjustment

Net-positian/effect of transfer/adjustment column of PPE schedule should have nil
balance as such transfersfadjustments are betwaen inter-budget centers/heads.
Howaver, transferfadjustment column of PPE and Depreciation reports net credit
balance of NRs. 84.23 millon and nat debit balance of NRs. 91.46 milllan respectively.
This has resulted In net understatement of PPE by NRs, 155.75 millian that would
Impact depreciation for the year, which cannot be commanted upen.

Capitalization of unidentified assets

[n the financlal year 2003/04 (B5 2060/61) assets of NRs. 316.11 million was
capitalized as Property, Plant and Equipment under various class In Bulk without
identifying individual asset, Hence, we cannot comment upon existence and correctness
of sbch assets and the capitalisation,

Impairment of PPE

In prior years, NEA has made provision of NRs, 479.02 million against PPE on an ad-hoc
basis. Details of such provision was not made available for our verlfication. Maregver,
NEA has not done assessment of impairment as required by NAS-36 “Impalrment of
Asgets”,

Insurance of assets

NEA has pollcy of making apportionment of WRs. 20 million at the and of each financlal
y=ar ko Insurance Reserve Fund. Up to the financial year 2065/86, apportionment ko
Insurance Resarve Fund was made irrespective of operation result but not Irvested in
plan assets, thereby exposing MEA assets against Insurable risks.

However, apportionment of NRs., 20 milllon was discontinued from the financal yEar
2066/&7 and decision of BOD/Management was not provided for our veriflcation.

Capitalization of consumer service

Meter provided to Dalt/Cormmunity amounting to NRs, 199.54 million as part of
Government Incentive capitzalized has been capitalized under Consumer Service instead

of charging Ik {0 revenue as expenses. _
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4.1.7 Earthgquake damage assessment

MEA has not identified the assels damaged by the earthguake for derecognizing such
assets. Furthermore, MEA has received aszets from axternal source to replace assets so
damaged o resume supply of electricity to consumers but these assets are not
recognized in the books. This has direct impact on depreciation charged by NEA.

4.2 Capital Work in Progress (CWIF}
4.2.1 Physical verification of CWIP

NEA has nat carried out physical verlfication of CWIP to identify the existence, location,
conditlon as per the financial administration by laws 2068, Thus, we could net verify the
total amount of NRs. 65,684.09 millign net of provision recongnised in the fingncial
staternent as CWIP. Congerned officers should be made responsible for physical
verification of CWIP,

4.2.2 Impairment of CWIP

Out of total CWIP of NRs, 66,684.09 million, NEA has carried forward 100 projects
amounting to NRs. 3,913.63 millllon since long without any physical progress. Further,
ageing detail of projects with balance amount of NRs. 304.54 million was not made
availahble,

NEA has provided NRs. 287,91 million as provision for possible losses of CWIP on ad-
hac basis. However, NEA has not done assessment for impalrment in compliance with
NAS-36 "Impairment of Assets”, in absence such impairment assessment, we are nat
able to provide our comment on compliance of NAS-36 “Impairment of Assets”.

4.2.3 Capitalization of CW1P

HNEA capitalized CWIP of MRs. 5,741.11 million as PPE. This amgunt has been taken as
balance figure from the PPE schedule instead of individually identtfying them from CWIF
consolidated schedule for capitalization. Hence, the total amount capitallized during the
year and the amount shown under CWIP for the current year cannot be commented
upon. We have gbsarved that the varlous sssets reported under CWIP amounting to
MRs. 70.55 milion have already besn put to intended use by the management at
different dates but remained to be capitalised in the respective heads as per the pollcy
adopted by NEA at the reporting date. This has resuMed in under reporting of fixed
assats and under charging of depreciation to Income Staterment.

4.2.4 Capitalization of administrative cost to CWIPp

Based on adopted accounting pelicy, at the end of the financial year 2072/2073, NEA
has charged administrative and central office overhead cost of NRs. 5,641,77 milllen to
CWIP. Qut of which NRs. 678.3% million of adminlstrative and central office overhead
cost is charged to the projects without any physical progress,

MNAS-16 “"Property, Plant & Equipment” allows capitalization of cost directly atiributabie
to bringing assets to the |ocation and condition necessary for it to be capable of
operating in the manner intended by management but this standard does naot allow
capitalization of administration and other general overhead costs. Such expenses
should be charged to Profit or Loss Account. r‘ﬁ’:
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4.2.5 Interest capitalization:

MEA has total assets under project cost amounting to NRs. 7,575.94 millicn that has
been capitalized Independently. However, the Intergst on same is continuously
copitalized instead of charging it toe profit and loss account. Thus, contlinually
capitalization of interest costs on completed part of assets afier ready for put to
intended use is not in line with NAS-23 “Borrowing Cost”.

Further, NEA could not provide detall of Intarast so capitalized segregating between
CWIP and capital assgts, thus impact of interest capitalized on Profit and Loss canngt be

commented upon. All the interest costs on cormnpleted part of assets after ready for put
to intended use should be charged to revenue as expanses.

4.2.6 Feasibility study cost

Feasihbillty study cost incurred by Engineering directorate amounting to NRs. 257.24
miliizn and Transmisslon directorate amaunting to NRs. 28,16 million have been booked
as CWIP even though there is no further progress since study report. Present
recognition practice adopted by MEA |5 not in line with NAS 16 and 38 which require
research phase expenses to be charged to Profit or Loss Account,

4.3 Inventory valuation

MNEA has valued inventory at cost and made provision of NRs, 231.38 million for loss
and cbsclescence of inventory since long period on ad-hoc basfs, Inventory identified as
absolete/damaged, siow/non-moving and shortage since long amaunting to NRs. 48.21
millicn has been included under inventory items. Thus, Inventory valuatlon policy
adopted by NEA Is not in line with NAS-2 “Inventory”.

4.4 Trade Recelvablas
4.4.1 Trade receivable outstanding

Feceivable of MRs, 11,1856.84 million ocutstanding at the year-gnd has not bean
analyzed for its recoverability. Quantification of the doubiful receivables that have been
netted off lacks specific basis. Advance revenue ¢f NRs. 58.62 million recelved from
customers has been netted-off against receivable outstanding. Cradit balance
armounting ko NRs, 12.70 millien in rechargeable warks has been netted off against the
raceivables.

Further, NEA has provided NRs. 567.00 millign in addition for doubtful receivables on
ad-hac basis, In absence of proper analysis of recoverability, the adequacy and
reasonabllity of such provisions could not be commented upon.

4.4,2 Reconciliation of recelvable

Trade debtors balance as per accounting records (CAIS) excesds revenue records by
NRs. 266.65 million. Complete reconciliation of the consumer ledger and general ledgar
has not bean carrled out by NEA. Hence the accuracy of debtor's balance as racegnized
in financial statements could net be commented upon,

4.4.3 Impairment of trade debtors

NEA has receivable of WNRs. 677.68 million from blacklisted customer with doubtful
recoverability. Moreover, NEA has not done assessment of impafrment as regquired by
a2pplicable NAS/IAZ. Hence, we are unabfe to comment upon on compliance of

applicable NAS/IAS, . MI -~ E@};
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4.5 Prepaid, Advances, Loans and Deposits

4.5.1 Provision for laans and advanceas

Out of total Prepaid, Advances, Loans and Ceposits NRs, 3,804.28 millien, NEA has
made provision of MRs. BB.65 millien on ad-hoc basls. This provision has been carried
farward from previous year without reassessment of recoverability of the said accounts.
Therefare, we could not comment upan the adequacy, reasonableness of such ad-hoc
provisions and fair presentation of leans and advances, which is alse not in line with
applicable NAS/TAS,

4.5.2 Metting of advances

Loans and Advances have been nefied off with credit balances of NRs, 148,59 million
resulting in understatement of loans and advances by the same amount which is
against the principle laid out in NAS-1,

4.5,.3 Claim on government

Clairn amobunting ko NRs. 172.16 mitlion and NRs. 189.51 million recoverabla fram
Government of Nepal and others respectively have not besn confirmed by the
concerned parties. Such claims should be confirmed and recovered with concerned
parties,

d.G Cash and cash equivalants

Out of total bank balance of NMRs. 15,121.44 milllon as per financial statements, the
bank reconciliation and halance statement of NRs. 58.73 million (ledger balance) were
not zvailahle for review. Even on the reconcillatlon statement, therz are long pending
balances, which are unidentifiable and unadjusted. Furthermore, provision for loss in
lieu of shortage amounting to NRs, 35.32 million |s provided without any basls. Hence,
in absence of complete bank reconcillation ¢f all the bank accounts, we cannot
comment upan reported bank balance.

4.7 Share capital

The government confirmation for the amount of Share Capital of NRs, 37,364.91 milllon
has not been obtalned. Further, share capital reported under Share Allotment Suspense
of Nis. 21,162.93 million is nokt reconciled with Financial Comptroller General Office
{FCGQ). Share capital has a balance of MPs. 58,527.86 million which excesds
authorized capital of NRs, 50,000 million.

4.8 General reserve

Reserves and surplus has been netted off against debit balances of NRs. 25.28 million
under Capital Reserve, which has understated the reserve by the said amount.
Furthermora, wa were not provided with the decuments relating to Grant-in-Aid-
Reserve amountng to MRs. 220.47 million of DMD Generatlon for our verlfcation.

4.9 Capital reserve

As per MEA accounting policy, contributions received from consumers foar Installation/
cammissioning of FEE are to be shown as Capital Reserva and subsequently adjusted to
income in the sameg proportion a5 the depreciation charged on the assets acquired sut
of said grants/consumer contribution. However, no such effect has been gl".'"En in the

financial statements and the details of assets acquired out of g mer
- b
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4.10

4.11

4,12

4.13

4,14

4.15

contribdtlon are z2lso nat avallable. Hence, wa could not quantify the impact of such
practice.

Confirmation of borrowing

The total outstanding non-current borrowings amountng to MRS, 111,303.64 million
cannot be confirmead in the absence of loan documents, reconclliatlan and conflrmation
from lending agencies upon request. As & rasult, we cannot comment upon existence
and accuracy of loan amount reported In the financial statements. Moreover, financlals
repoited borrowing 15 less by MNRs, 447.18 million from recaords maintained at Cantral
Account Department.

Interest expenses

NEA has recognized interest expenses on reducad principal amount based on
repayment schedule aygreed with the Government of Nepal, where instances of non-
payment is noted, Thus, inferest expenses are understated and we cannot comment
upon extent of understatement of interest expenses in the absence of reconciliation of
loan amount and computation of interest expenseas on accrual basls,

Creditors and payahles

MNEA has not ascertained the true stztus of sundry creditors and other payables
amaunting to MRs. 51,324.45 milllen. The impact on the flnanclal statements for any
adjustments that may be required could nat be quantified. Furthermaore, Deblt balances
in creditors, fabilities to employees and depcsit lighbilities amounting to MNEs. 1.47
million, WRs. 22,15 million and MR=. 25.19 milllan respactively has been netted off
against creditors further understating creditors and pavables.

Inter - unit account

Inter-unit account has net deblt halance of NRs, 395.54 million (net of deblt halanca of
MRs. 24,943.93 million and credit balance of NRs. 24,545.39 million} at the year-end.
Amaunts in this account bhave been accumuolated since many years and various
departments appear to be using this account as residual account for parking items
pending reconciliation. We consider this is an area, which should be focused by the
management with sericusness. Pending clearance out of this account with systematic
timely reconciliation, it is difficult to rule out impact on varlous gther head of statement
of Financial Position a2nd Income Statement.

Income tax liabilities

MEA reported scbstantial less for the period under awdit, thus has no income tax
labllity under Section 3 of Income Tax Act. However, NEA has not calculated fee under
sac 117 of incomea tax act, which is NRs. 32.15 millign up to Bhadra-end 2074, This has
resulked In underskatement of loss by NRs, 32,15 miltlon in the imcome statement.

Property tax

MEA has not made accrual provision for property tax gince the financial year 2066/67
and provision of NRs. 46.81 million made prior to financial year 2065/66 has net been

dapnsited up to the audlt periad.
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3.16 Revenue
4.16.1 Sales reconciliaticn

Accounting records shows excess revenue of NRs, 287.79 mlillion over revenue records.
Complete reconciliaticns of the accounting records and revenue racords have not besn
carried out,

4.16.2 Netting off of cost against revenue

Sale of electricity goods amounting to NRs. 12.66 millllon bas beert accounted on net
basiz i.e. sale price less cost, resultimg the understatemant of revenue and cost, e
were not provided the detail of cast price and selling price of such alactriclty goods
hence, we cannot quantify the impact on Income Statement.

4.17 Loss in powar trading

As per the decision of 8" Inda-Nepal Power Exchange Committee mesting, Mepal could
tratde 70 million unit of free power received and during periods of need, it could also
buy the desired power through FTC, However, It has been cbservad that NEA was not
able to fully utilize the free power of 70 million units as there was no workout between
MEA and PTC to facilitate power trading. Due to underutilization of 70 milllen unit of
free power received under the agreement resulted In financial loss to Government of
Mepal and MEA respactively.

Cut of the total supplied power af 202.27 MU, subsidy of only 52.64 million has been
aofrtained by Nepal aRter deducting the 149,62 million unit of power supplied as per FPA.
In our cpinion, 70 millipn unit of power subsidy should be first utilized and then
payment should be made only on residual unlt balance. Therefore, as per our
calculation power purchasze payment shall be made only for 132.27 milllien unlts as
stated in table given below:

Particulars MU

Total supplied Fower 202.27
Subsidy 70.00
MNet unit to be paid (4) 132.27
Actual power unlt paid (B) 145.632
Excess Pawer unit paid (B)-{A) | 17.35

This has resulted the Loss of NRs. 82.41 million to Nepal Government and MRs. 13.38
to MEA respectively,

4.18 Dthers

In the absence of camplete detalls from Bhe units nak visited by us, it is not possible for
us ko engure that the information in respect of these units, included in the financial
statements, are complete and accurate. Information in respect of such is incorporated
in the accounts an the basis of management representation,

4.19 Changes in reported expenses
Expensas reported |n the financial statements were changed after completion of audit.

Supporting for changes were not made available for our verification; hence, we could
not comment upen such changes in reported expenses,

AR i\ W T
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Office/ Account Head Mew Balance Difference

Birgunj DCS{ Depraciztion 19,412,953,43 | 10,291 232.00 121,721.34
Kathmandu R/ Depreclation 1,000,494,.31 5983,438.65 437,055.66
Dhading DCS /Degreciakion 23.509.516.41 | 22,749,730.13 750,70G0.28

Ratnapark DCS/Deprecation

6%9,326,115.42

71,1321,535.62

(1,805,420.20}

Ghorahl OCS fDepreclation 19,162,131, 78 | 52,982,480.03 | (33,820,348.25)
Mahendrznagar DCS/Dally Wages 5,101,575.40 &,897,385.00 404,1920.00
Dallakh DCS/Dally Wages 1,401,600.00 32,700.00 1,368,900.00

Dallekh DCS{Salary

2,256,553.50

3,644,403.50

{1,391,850.00)

Management Letter

A separate management letter consisting of additional
recommendation on weaknesses of Internal control system has been issued o the

audlt observations and

management alang with this report for Improving financial management,

Opinion

in our opinion, except for the effects of the matter described in the Basis for Quallfled
Opinlon peragraph 4,1 to 4,19, the financial statements present Fairly, In all material
respects, the financial position of Mepal Electricity Authority (NEA) as at Ashadh 3%,
2073 (July 15, 2014}, and the results of operations and its cash flows for the year then

ended in accordance with the attached Notes to Accounts,
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Senr et Serretan
Minisiey ot Fneroy Ministry of Finanee
Chatrman Muember
Lukhanath Koirala Chianditg Tandon Urﬁm:j Thami
Acting Donuly Managing irecinr Member Muember

Finanee Chirceturale:
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ok Mari Luifked
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{Incorporated wnder

For the year ended July 15, 2016 (Ashad 31, 2073)

A. Cnsh Flows Trom Operaling Activities:

I. Met Profit’Loss} Before Taxes

Addel: Adjustment lar:

Tnterest on Lubas
Depreciation o Property, Plant & Cauipmenl

1'riar Weurs [fecane{ Expense)

Siafl Loan and Peoperty, Plam & Equigment Writpen oll

Baed Db Wi tien (41

Loss on Soek

Prior Yeur's Adminisimative Experises
Lossiq{ Ciainy on Foreian Lxehangs
Provision for Graleify

[frowigion for Pension

Provision ler 4 ceurmebaed Lenve f Medizal Pacilities

[mterest om oan & Depwsits

Drividend Income

2.Cnsh Flows Trom Operntion before Working Capital Chanpes

Adijustmen for Working Capital Changes
Dhesrease | lnenese} in Inveniories

Drepreaseld ineneaseh in Accownts Revejvable
Drecresai Inerease ) in Lasn & Advinces
{Degrens: ¥increase in Curment liabililies
Cnsh Generated rom Operation

Puyment of laleresl on Loans

Mat Cagh Flows [rom Operoting Actlvities

Interest on Loan & Deposils

Dividend Incomree

Met Addition 1o Prperty, Plamt & Frjoipment
Aduitien 1o Capital Wurk o Progress
Adlditien 1o Invesiment

Biel Cash Flows rom Investiog Activities

This Year

{8.5890,194,851.33)

SAFTO T2T. 524 M)
3554359308, T8
33630700
13,984 990,94
[ 34, 186.%1
b6, U4, 53
9231167
T4t 452, 820,90
13, 56y, W00
1,703, 7T (0.
335,06 | 0N, T
[ L300 462, [4050)
[ E AT WA VA )
I, 151,534.287.98

(207100461813

{1,255,524,7 1892}

(55.277.561.78}
2,542, 16685405
2,171,847,399,52

(2CH0IEE, 188 1 3
13149521139

1300 AR2, 1 Mb 540

150270208
(5637137308730
(B3 LTOR TS5 74
(4,200, 141400}
{17.015,72 1, 56H.05)

{Figures in Rupees)

Previous ¥ ear

(5,124, 756,137.64)

44T 21,108 99
IATLOIE 18394
{1E,757.847.06)
3,503, 24104
4.474,812.32
(BB GRT.03)
(523, 174.694. 11}
10, 5640, 040, ik
170377900000
335,66 1.0600 00
(D655 1T 8 4Y)
{156,167 £77.00}
3,404,947, 175.96

(314 775487.28)

(211 E38,05502)

141,789 144 61)
3,384,541, 552.07
5-211,085935.15

70, 172,58
4,772 315, 160,20

HhE.517.098 B9

156 16781708
N REGRERR )
(OB A53 384 30)
{52264 04785
§21,234,243,191.42)
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Ay thority
] TR utharily Acl. 2041)
] 116 (Ashad 31, 2073)
[Figunes i Rumes)
] This Year Previons Yeur
C. Cuih Flow
Lyereuse in Shar: Capital 9.352.7%5,715.38 4.764.322.976,62
= Inerease/t Recrsese) in Consumer Contribution #7362 595 54 391166533
i Genersl Reseryve - 17,438,258 68
= Lowng= Tewm Bormowing 12,304, 080,862 62 16,08l 5 54 BUG Gl
- Met Cash Flows Trem Financing Activitics 211624228, 173,54 0,962,257, 737,23
- MNei Change in Cosh (A+BFC) 4,740,002 4 1688 4, 50303420
F Cash wed Cugh Tquivaleny oo the Begioning of e Y ear 162 1La0 L 51018 1217917
. Cash and Cash Equivalent uf the End ol 1he Vear 15.361,603,927.06 13,621,60F,5L0.18
ﬂ AN Pa~ o a T | /LO_G]GAX-
) =
e
h‘ Sudarshan Ruj Pande®, FCA Paralram Math Sharme, Fefenm. *
= Pariner, 5.R. Pandey & Co, Prircipal, Parakrato Sharma & Associaies
Chattered Accourlants Chartered Accoumants

] “a Bourd of Directars

. Anfp Kumaktdpadhyny Dir. Shanta Raj Subcdi

- Secreinty Srcremry

] BAinisiry of Enurgy Minisiry of Finance

- Chairman Member

1 Qe A

o Lekharath Kodrla Chandrh Tafidon Umesh Prasad Thani

J Acting Depury Managing [Xirector kemher bember

. Fitthhee Directorme

. . /zj

| y

a LeK Hasi Luintcl Bhakia Pahodur Pun Chel Raj Joshi

7 Director Member \ hember

J Accounls Depariment

koul Wlan Gifsing
Managing Direclor
Member Svcrotary

= =
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(Figures in Rupees)

Ashnd 31, 2473 Ashad 31, 2072
Sehedule 2: Capital Wark in Progress
Opening Balance S8.340,297.185.10 47 251,843, 800,60
Additions during the *car 12,439,503, 716956 14.553354,519.265
Advance to Suppliers 1,733,259.677.11 1,241,898.864 85
Less: Capitalized during ihe Year (5,741,014,21833)  66,972.006,360.84 {6,136.799,900.6()  §8,340.297,185.10
Less Provision lor Obsalescence (2B7.911,650.21) (287911 650.20)
Tuwinl 6,584,094, T1 063 SE052.385,53L89

/
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Schedubes fors E
For the year &

Schedule 3; Investments

Shares in Unlisted Companles

11 Mepal Enpinecring Consuliuney Services i Lid,
(it} B lanby Wijuliee Co. Pyt Lol

Liih] Salleri Thyalse Elydro Theeeric Co. Lid.

{iv) Upper Twmakoshi Hydro Poweer Led tMEAYS Subsidiary )
[ Mgl Mo Lab Py Lol

wi] IPower Tronsmissivn Compony Mepal L.

vii] Sunfen Hydro Power Comguimy 1w,

wilip Rashuwizadhi Hydro Power Commpaly Linited
ix) Teighwii Jul Bidlveut Co. Lo

%] Michdbe Bliotckoshi 1lydrapawer Co. Limiced

i} Twnshon Hydropower Linsed (NEAS Subsidinry }

sty Cruss Poorder Puwer Tramsmission o, 1aminel

Share in Lizted Companied
{i1 Clulime | Bydrapower Company Lid {NEA' Subsidiary}
4ii7 Butveal PAawwer Comapany L.

{kher Investmestt
{i} Loan Tnvesument in Upper Tamukoshi Hydropower Co, Lid

(i) Loan nvestment in Power Tansmision Company Nepal 1ad.

Ciii] Paepasivs in Citizen Imvstsnent Trust (e Cratuily el Mension
tivy Berirenwmt Fund
Sub-Totul
Lese Provision for Durinukson in the Yolue of Shanes
Torbud

Schiedule 4: Inventaries

Stonws, Spnres und Cunsiyables

Lass Prpwision for Loss and Obsolesoence

Tutal

Schedule 5; Trade Rocaivables

Sundey Thchior - Lisscured

Recharpeubile Wotks

Tutal

Less Provision for Donbifal Thebds
Tutal

y Authority
SeEdkily Authority Act, 2041)

Ashpnd 31. 2073

2,277 .00
20,645,000, 100
29, Qb 000 T

& F4 1500 (0 (R
1 A9CH ). ok
15003400 Q0
S5, MO0 K W0
J, L3 (0 G100 A
2409993 3 5|
ST MIUOGaCk D4
|.565. 196 A6l.2T
LERI i LR

Ay A0 O0C 00
16,010,500 00

10622300243 1)
BOR. 365 420 Th
|, 306,934 T5 21

(Figures in Rupees)
Ashad 31, 2072

2 2T KA
BG4 00 0
24,006,000 L

& 34 1 300 IO

1,000,400 0

1300 0, QR Gl
365 000,000 10
B2A.000, U600 H
245,905 542 51
S0, 0O 0
102, 190,539 X5
1,546,225 82

489,600,000.00
16,010,500 00

T ML TE3 WET 32
547,133, T1E 20
L3 ERG LTOOTY

| O (WIE, K2 ADE) 10,000 0100 0
21IRT 3503002 17,553,186,683.29
{2 37 A0 Ok £2 2 77.00H 003

21,755,053 43052

17,550,909,683.29

1707 T 967 37 SA0 13451
(331,375,854 55 (331,375,844 33)
3ATGATHBTLT2 31697024

11,253 617272 78
500,219,941 23

W3 75 000 45
510001 500 53

11.753,837.214.03
(367,000,000 00}

T34 45158202
[ ST A0k 101

11,186.837,214.03

9,027.45| 55302
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Schagula B: Cash and Cash Equivalents
Causbu'checees in Haml

Cushi-in-Transit

Eush ul Tank

Curtenl Aveuunis 4,015 29R262.51

ol Dhepersit Accownt 5, B0E 10059095

Solz - Tom!
Less: Provisinn for Luss in Lieu of Shoroge

Tl

Schedule 7: Prapaid, Advancas, Loans and Deposits

Louns and Aadvaincts

Slal? Lawns G50 H2LLG0T T

Advance i 5131l 1931794443

[rade! Securicy Depusits
Advanee 1o Supplices and Otlwers
Fudvance Ingome Tuy
Claims Renoveralile
Fruonn Mopal G 172,159 85704
[From £ s 18,509,078 0
leutes Lown

Suh -Tueal

| sz Preovision for Doubiful Advaniees

Tutual

(S

y Authority

Ashd 31, 2078

LA TI7.061
273,237,760, 00

15, 12143865519

15,306,994, 381,006

{33,340, 4340 000

15,51,603,927 4G

A0 SHH B2
FF1 33537544
L0621 7316404

1402 084,247.53

360 568 Ba5.09

17 LABSH30.03
5802,035 003 3%

158,052,504 31}

JHI4 2N T ALY

gicity Anthority Acl, 2041)

¢ Mnancial statements
016 {Ashad 31, 2073}

4 ITH AT 355 56
549717092106

hH, 744 BAG06

2102142390

1254001167 44

144,176 409447

{Fagnres in Rupees)

Ashodd 3, 2072

2.057.525.04
J04.000.9 50, T3

1350,237,442 42

Ti0, 050,091, 1

35300454000
LAGILG0STE18

45, 1602900
234,07 35K 56
1,234, 847.275.02

1,262, 3%1.006,01

2T AE2 019

171 dE3, 85000
3471048, 74157

{RK.052, 504,30
AR280,172.27
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Schedule 8: Share Capital

Aulherized

SO0 EO00G0 Ordinary Shores ol Rs 100 each;
Issued andl pudd Bp

Openniyg Pard-upr Capill

Tl

Sulb -Tutul

Share Allolment Suspease
Balance ws &t bat Shrmewn, 2072
Addinon ducing Ui Year Y 2072/013

Sulr - Toial

Tutal

kb 31, N7
Sih,000,000,000.00
37,364,905,65571
37,364,905,655.71
37,364,905,655.71
11414, [ 64,208 32
QX152 THs 31534
21, 1624920521 1

{Figures in Rupees)
Ashad 31,2072

50,000,000,000.00

SH.527, 855,174

Scheduls 9: Hegerve and Accumulated Profity

[teseryes

Cupilal reserve

Consumer Contriution

Capilal Gain

{renerul Heseove

Ervi runce Fund

Sub=T'olal

Accutnulnied Profinsi Lossey}
Balmee a5 o6 Shrawae | 2072

Adjustment for Chunge in Aeeounting Policy
und Estors

1o st Leasg) e Mo Lncodme 51 nlcement
Sub-Tuinl

Tzl

1.474,282, 784 39
157,4%5,944 32 1631 769,668 61
47471457 21

360,00 0,0 TH1.00

2,189,241, 12582

(25 T5L, 426 050 73y
33, 147392 82

(3.590 154,853 83
{608, 473601793

(FLS1023L,47502)

37,364,905,655.71
37,364,905,655.71
37.364,905,655.71

TS840 3300
4.764 371 v7a 61
L1001, 204,32

AU, 275,069, 56503

§,A05 708 93K 51
L58,63% 134 56 1, 56d ADT 073 OF

GTATLAST TN

360 140D, L A0

L0 ETRSMLIN
(200238 585,467 30}
(LA S P ek
05 129,736 137 64)

(25,751 A26,060.T1)

{23 729.547.520.45)
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aA uthority
iy Authority Act, 2041}

S¢hedules forming pafr ol the financial statements
For the year ended July 15, 2016 (Ashad 31, 2073)
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Schedule 10 ; Borrpwings

Non« Current

Asien Development Bank

French Loan

KRy Germnan Loan

MNepal Goevernment Loan - Local Sousce

World Bunk
Muliilaieral
DA

IBIC - Japan Loan

Mowdic Development Fund Loan

OPLEC Loan

Exim Banks

Kaorean Govermment
China Goverment

Indian Ciovernment

G g

Ashad 31, 2073

Long- tevm Borrowings under the Subsidinry Loan Agreement witl Covernment of Nepal

20 5369.332.2.02

73142253691
4,624, 814,773,601
31,733.034,545.07

3.045,9%67,196.73
16,352,377,373.43
12,385,686,854.00
1,051,144,696_86
460,370,725.14

3,589, 528,004, 36
5.500,652.004.40
1.619,612,022.44

(Figures in Rupees
Ashad 31,2072

16,484,384, 762.27

13,132.536.92
14,624,314,773.61
23.446.436.042,.30

304390719675
14275 113.717.75
11,605,650,003 ()

1051, 1 44,6%6. B0

460,370 725,14

35E9.52E.004.36
5, 248,020,676, 9
1,350,526,350.5%

171,303,403 206402

98,255,070,580.50
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uthority
 Authority Acl, 2041)

Schedules forming
Far the year ended July ]

linancial stalemeniy

3, 2016 (Ashad 31, 2073)

{Figures in Rupees)

Ashad 31, 2073 Ashad 31, 272

Schedule 11: Sundry Creditors and Other Payablas

E O EE = E =R

 — | == ==} E=

==

Credilors for Power Purchase
Cieposit from Customers

Other Deposits

Creditors for Goods

Ciher Creditors

[nterest During Construction Period
Liubilities to Employees

Audit Fee Payable

Property Tax Payable

Rovalty Payable

Interest Pavable o Govemmen of Nepal
Inter Unit Transactions

Other Payables
Totul

Schedule 12: Prpvisions

Crrattuity
Pension
hiedical

Accumulative Liesve
Tatal

4 K87 242 18643
917.963,217.03
295607782677
631,642,592 .19
368.026,732.01

4 477,355 587 56
134,171,324 .49
3,616,000.00
46.8511,311.46

35581,117.605.22

(398,542,012.55)

1.218.964.539.02

4,271,052,153.539
811,919,745 36
2,908,961,737.44
310,397,994
592,5304.021.77
2400,268,332.52
123,51 5,040.75
3,220, 50100
44,8511.31 1.96
JTA 2380000
31132, 104,736,035
39.229,933.95
L,033,216.881.40

21,324,447,339.85

45,742,904,769.03

10, 175,085.00
18,214,026,307.00
507,152,704 00

HO.615,085.00
14,510,247,307.00
[312,491,794.00

1,538,100,650.00 [, 397, 100,650.00
21,359,454,836.00 19,309, 4 54,836.00

@99&)&@” o4 ¥
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Nepal

t A uthority
{Incorporated under |8

Sicily Authority Act, 2041

Schedules formindPRELAFH finunvial statements
For the year ended July 15, 2016 {Ashad 21, 2071)
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Schedule 13; 5ales Revenue

Revenue From Sale of Electriciiy

Domeslic
Commerctal
MNen-curnmercial
Industrial
Temples

Street Lights
Waler Supply & Irigation
Transport
Temporary Supply
Exports o India
Community Sale

Crims Revenue

Less: Rebate

Mek Revienoe

This Year

14.833,654,455.99
3,788,761,851.06
1,995, 103,099.49
10,182,315,445.06
33.915013.8]
M2 368 67216
525,293,418.28
39,742,015.15
29,250,632.03
32,074,224.68
411.499,043.66

(Figures in Bupees)
Previous Year

12,706,545.392.64
3,735,001,028.30
644,448,495 30
11,064,816,953.75
20,167,834.31
629.649,151.28
480,707,238 1.51
41,444,342.65
27.394,369.15
39.357.554.04
400.118.332.53

3247398087137

I, TYR.67U.836.%

649,76 7,576.04

6529.597.611.21

31,824,213,293.33

ML168,773,225.75
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Schedule 14: Cast of Sales

A Generation
S1afT Cost
Stafl Welfare
Terminal Benefits
Fue! - Generation
hobil-Generation
Spare Parts- Operations
Loose Tools
Waler & Eleetricity
Other Services
Repairs & Maintenance
Vehicle Expenses

Administrative Expenses
Sub - Total

B Fower Purchase
Inicrnal (Nepal)
External (India)

Sub- Twetal

¢ Royalty to Government of Nepal

[ Transmissicn

This Year

334,0014,135.37
21,570,297.70
98,787,616.33
4,327,123.3!
2,715,022.10
98,800,806.70
747,196.27
2,657,134.47
27,892,616.27
470,057,231.54
44,156,946 47
27.396,110.84

(Figures in Rupees)
Previous Yenr

584,393,580.20
23,514,458.73
100.143,204.97
4706378787
3479,398.04
143.490,5531.65
432,405.02
3,254.135.80
24.932,569.35
379,146,020.92
51,332,383 .30
27.51B,328.90

1,333,132,257.87

1,381,951,025.46

8.278,798,186.27

£.461,896.010.70

14,053,593,162.13 10,748,296,749.69
12,332,391,548.42 19,210,192,760.39
£83,133,752.00 $92,460,020.00

351,432,632.24 342 004 48031

Siafl Cost

Siafl Welfare 13,963,474.54 13.114.401.36
Terminzl Benefits 18.895,036.86 30,586,203.23
Siores & Services 42 712,444,560 14,459.517.99
Repairs & Maintenance 164.959,607.42 140,453,381.11
Vehicle Expenses 15.683,967.34 17,094,060.48
Administrative Expenses 20,798,110.76 17,513,936.09
Sukb - Total 64844817276 579,625.981.12

¢ Transmission/Wheeling Charges 446,134, 370.30 -
Toial (A+B+C+D+E) 25,643,240,10235 22.066,229,786.97
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Schedule 15: Other Income

Sale ol Electrivity Goods
Surcharge for Delayed Payment
Penalty on Power Purciiase
Income from Lease Rent
interest |ncome
Dividend Income
Income fieom Other Services
Miscellaneous Income

Total

Schedule 16 : Distribution Expsnses

Staff Cost

StafTl Welfars

Terminal Berefits

Stores & Services

Repuirs & Maintenance

Vehicle Expenses

Administrative Expenses
Total

Schedule 17: General Administrutive Expenses

A, Engincering
Seaff Cost
S1afT Welfare
Terminal Benefils
Stores & Services
Repairs & Maintenance
Vehicle Expenses
Administrative Expenses
Suh- Total

B. Training Center
Staff Cost
ST Welfare
Terminal Benefits
Stores & Services
Repairs & Mainrenance
Yehicle Expenses
Administralive Expenses
Sub- Tatal

eh uthority
ploid/ Auchority Act, 204 13

~ 2016 (Ashad 31, 2073)

This Yeur

6, 983,374,79
944,666,033,42
148,202,273.18

4.674,324.43
1,309,462, 140,56
148.042,702.08

{Fignres in Rupees)
Previous Year

68,450,921 87
984,507.210.52
189,359.119.56

7,124,§90.88
965,517,948.80
156,167,877.00

123,005,485.32 122,252,013.80
304,200,975,93 632,879,876.81
3,249,330, 309,76 3,116,259,859.33

2,649,966,424 67
124,961,743 27
562,448,503, 8
265,654,928 84

| 497,585.459.10
227,085 832.47
342,745,165 84

2,607,616,048.49
128,213,758.40
33,624 364.30
234,346,330.65
1,241,743,966.32
254,892.314.70
371,042,492.22

5,671,348,057.37 5,341,479, 275,08
117,644,312.95 110,706,198.75
7,145.923.78 6,090,820.47
9,271,610.49 [4,107.647.62
4,946,598 8 5.079,146.93
17,167,948,45 19,592.618.71
¢,501,515.29 0,715,152.69
9,183,739.04 8,367.978.61
174,863,649 81 173,659,563,78
13,725,703.05 14,398.516.14
624.395.50 589,471 .40
1.211,407.20 1.021,429.08
2337.996.98 1.845,671,51
3.619,29).47 1,480,844.99
2,160,874.39 1,942,00%.00
12,108,592.59 5.982,556.86
35,788.263.19 27.360,498.08
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C. Project Managernent

Stalf Cosl
Siaf Welfare
Terminal Benefits
Stores & Services
fepairs & Maintcnance
¥ehicle Expenses
Administrative Expenses
Snh- Tatal

D. General Administralive Expenses

Salaries, Wages, Insurance and Other Employee Costs
Contribution to Provident Fund. Gratuity Fund/Leave
Plant Repstir & Maintenunce
Truvelling Expenses
Vehicle Repair and Maintenanes
Eotertuinment
Statviory Awdil Fees
Tax Audit Fevs
Audil Expenses
Legal Fee and Lxpenscs
Board Meeting A llowance
Rates and Taxes (Pustage, Telegram, Telephona)
Bank Charues
Exarminaiion Expenses
Livense Fees
Consultancy Expenses
Printing & Stationerics
Advenisement
Training
Books & Periadicals
Property Tax
Urganizational Development
Stores & Supplics
Bad Dwebis Wrillen CHT
ST Loan & Property, Plant & Equipment Written OfF
Obsalete/Loss Sock Writen OfT

Miscellanenus Expenses

Sub- Tatul

Tl {A+B+C+1)

Ay

tFigeres i R upew)

T car Previgus ¥uyy
936082695 ¢,074,900.73
327.776.00 15,4675.00
224545298 -
10234156 416,044 .29
61923641 366,498.55
1,271,122.65 55722759
1.353,252.69 338,543 B8
16,400,07%.0:4 £,260,89%.04

776,238, 46364
23,280, 145002
10,226,752.62
10,846, 814,66
[9.635,246.63

4,150,850.67
2047 (10D, 50
00, 003,00
[L960 72 18
2,657,907 09
21250000
38531243
9,241.515.68
33,349.800.45
2.387.6830.00
3014.671.84
4,240.669.43
2U20,576.00
LL77%9,335.4%
|.288,918.35
J6.210.00
3.823.613.%)
15,743 230,01
139,088,491
13,954,909 08
466,399.33
126491143

943,360,194.12
22,702.950.76
6,121,413.67
10,540.766.38
32,323.171.62
5.800, 46,56
1,582,000.00
904,000.00
1,259,515 80
556.488.60
78,500,00
3.709.246.36
7,934,006.72
11.652,755.43
3,197,906.30
2,125,149.22
4,810,481.01
4,751,343.00
1,612,876.78
764,285.60
4,290.00
5,506,614.66
11,481,263.28

991,517, 194,61

1,218,580, 180.65
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1.1

ITY AUTHORITY
(2015/2016)

Significant AccountimgPolicies and Explanatory Notes
Far the year ended July 15, 2006 (Ashad 31, 2073)

Constitution and Ownership

Nepal Elecrricity Authority {NEA') was incorporated on Bhadra I, 2042 (16 Augps), 1985} under
the Nepal Electricity Authority Act, 1984, through (he merger of the Department of Electricity of
Ministry of Water Resources, Nepal Electrigity Corporation and related Dovelopment Boards, The
merger was necessituled 1o remedy Lhe inherent weaknesses associated with these [ragmented
electricity organizations with overlapping and duplication off works, and breame necessary to
achieve efficiency and reliable service.

The principal objectives of NEA include generation, transmission and disiribution of adequate,
reliable and affordable electric power by planning, canstructing, operating such facilities in Nepal's
pawer system both interconnected and isclated.

Significant Accounting Policies

Basis of preparation of Financial Statements

a.  The financizl statements have been prepared in accurdance with Nepal Accounting Standards
{NAS} and Generally Accepied Accounting Principles and practices fol lowing historical cost
conventions. These standards and practices are substantially in line with the principles set oui
in IFRS.

The preparation of financial statements requires NEA’s management o make cslimates and
assumptions that alfect the reported balance of assers and liabilities, revenues and expenses
and disclosures relating 1o the contingent liabilities. The management believes that the
estimates used in preparation of the finuneial statements are prudent and reasonable and
mangpement is aware that future results could difter from these eslimates. Any revision (o
accounting estimates is recognised prospectively in the current and fulure periods. Examples
of such estimates include pravision for employee benefits, net realisabie value ef inventory,
diminution in value of long-term investiicnts and non-recoverability of receivable bulances
el

b.  The figores for the previous year are rearranged and reclassified wherever necessary for the
purpose of comparison.

c.  Appropriate disclosures are made for the effect of any change in accounting policy.
accounting estimate and adjustment of error.

4. The financial statements are prepared, generally, on accrual basis. However, some income and
expenses are accounted on a cash basis. for practical reasons. Management belivves that the
impact of recognising those revenues on cash basis will not be materiglly dilferent from the
curtent practice,

¢.  Management has applied wstimation while presenting financial stalements. Such
estimates arc diselosed in individual sections wherever they have buen applied.

he 1ransactions in foreign currency arc recognised at the prevailing rale on transaction date. The

/ balances of monetary assets and liabilities in foreign currencies are translated o closing rate. The

resultipe gain or loss duglo the translalion is taken to profil and loss.

R\.)/ . Page 1 of 12 (J]/E', . &%ti/ﬂij?




[ L
e nd

E==1 s

£

E
s

-_" am . N - O

SN G .

)

? 5 Matkes 2072773 (2015716}
1.2.1
1e authority are measured and presented using the
curreney of the primary cconomic envirenment in which the Authority operates {the functional
currency), which is the Nepalese Rupacs (indicated as Rs. in short),
1.3  Property, Plant and Equipmcnt
Property, plant and equipment are stated at cost of zcquisition and/or cost of construction less
accumulated depreciition. The cost of property, plam and equipment include cost of acquisition or
construction/erection 1agether with other incidental costs and charpes attributable 10 bringing the
asset to its working condition for its intended use and aiso include borrowing costs directly
attributable to the acquisiiion, construction/ereciion of qualifving asset.
1.4  Depreciation
Depreciation is provided on Property, Plant and Equipment, except land, on straight-line method,
based on the estimated useful lives of those assets. The rates of depreciation applied on property,
plant and equipment are as follows:
Assely Cotegory Depreciation Haie
{pcr annum)
(i) Land -
(b) Buildings 2%
{c) Hydro Elecirie Struciures 2%%-3%
{d) Hydro Electric Plant & Machinery Ei
{e) Internal Combustion on plant & machinery 2.5%
i Transmission lines (66 KV, 132 KY and above) I
{g) Transmission lines (33 KV) 3%
fh) Transmission Substations 1%
{i} Distribution system {including helow! | KY Transmission 3%p-4%
lines)
{j} Solar Fower e
(k) Mewer & metering equipment 0%
{l) Consumer Services T4
{m) Public lighting 3%
{n) Vehicles, tools and instruments, forniture and Mxiores. 0%
{0) Otfice Equipment 13%
{p) Miscellaneous properties 5084
{g) Additions during the vear 50% of applicable rates
1.5  Capital Work in Progress (CWIP)
All expenditures in developing property, planis and equipment nol yet compleled or not ready 10 use
are cateporised as CWIP. The value of Capital works-in-progress includes stock of cquipment lying
in stare or in transit for the purpose of use in the construction or development. It also ineludes the
balances with contractors and suppliers for the value vet 1o be received. These ure capitalised upon
commissioning or identified as being ready (o use.
1.6  Investments in Shares

Al investments in shares are cammied at cost. Write-dowos are made for impairment, if any, in lhe
vulue of such investments. Boous shares issuwed by investee companies have not been aceounte
books. However, total number of bonus shares received has been disclosed with initial investp@AER2E S

nventories

Inventarics inelude poods in haad being held for use. sale or as spares.

e vgengX.
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1.8

1.9

L.1¢

1.12

1.13

)
b, Inventories are valued ot lowky %
methad.

torealisable value, wsing the weighted average

[

Met realizable value is the sale price a5 estimated by the management in the ordinary course off
business, less estimaled costs, if any, necessary o make the sale. Further, adjustmenis are
made for these inventories identilied by management as chsolete or otherwise.

Trade Receivahles

Trade receivable are stated at carrying values except Tor those identified by the manapement as being
doubtful on recovery. Such estimalions for doubtful recovery are reviewed by the management
reguiarly.

Cash and Cash cquivalents

Cash and cash equivalenis are carried at cost. They include cash-in-hand, cash-in-transit {bank
transfers and cheques in collection which are collected in the subsequent period). and deposits with
banks in the varicus forms of deposit accounts which may or may not bear imerest, but which are not
of the nalure of investments.

Finanee Cost

Borrowings that are due after 12 months from the date of the financial position are classified as non-
current liabilities and those less than 12 months are classified as current hiabilitivs.

Finance costs that are directly attributable 1o the construction of a gualilying asset are included in the
cost of that asset irrespective of the physical progress. Other borrowing costs are treated as an
expense in Lthe period in which it oecurs.

Foreign Currency Loans

Liabilities on foreign curtency loans at the year end are converted inte Nepali Rupees by applying
prevailing yvear-end exchange rates. The gein /loss arising lhere from such transaction are
recognised as profil or loss.

Trade and Other Payables

Liabilities Tor creditors and other payables are carricd at cost which is the Rir value of the
consideration (o be paid in the future for the goods / services received, whether or not hillad ta the
Authorily,

Provisions

Provisions are recognised when the Authority has a present legal or constructive obligation a5 a
result of past events, il is probable that an cwflow of resources embodying economic benefils will be
required to settle the obligation and the reliable estimale of the amount can be made.

Recognition of Provisions involves substantial degree of estimation in measurement. Provisions are
reviewed al cach statement of financial position date and are adjusted to reflect (he current best
estimite.

Employee Benefits

Emplovee benefits, other than retirement benefits, are accounted for in the period during

which the services have been rendered on accroal basis.

For Retirement Benebils Plans

s Defined Contribution Plans fsuch as Provident Fund. Retirement Fund and Insurance
Schemes} expenses arc charged o income statement on the basis of the liability
recogniscd for the period.
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i Notes 2072/73 (2015/16)

1.16

1.17

1.18

1.19

1.20

= Defined Benefit Plans
Benelis) expenses are ¢
eslimale.

i@nity, Pension, Leave Encashment and Medical
wiPé income statement on the basis of management

Grant—in-Aid, Concribution from Customer/Laocal Aothority

Grams-in-Aid received from the GoN or other Agencies towards capital expenditure as well as
consumets’ eontribution to capital work are treated initially as Capital Reserve and subsequently
adjusted as income in the same proportion as depreciation is charged an such assets,

Continpent Liabilitics

Contingent ligbilities are disclosed in respect of possible present obligstions thal have arpse from
past events but their existence can only be confirmed on occurrence or non occurrence of one or
more uncerain fture svents not whelly within the control of NEA and possibility of outflow of
resaurces is not determinable,

Revenue from Sale of Electricity

a. Revenue from sale ol clactricity is recognised at the time of raising bills to the cuslomers as
per the billing cycie. Revenwe from the billing cycle date up to Ashad End (Mid-luly) has
been recognised on estimated basis. Revenue from sale ol eleciricity is shown nel of rebate,

b. Rebate on payment before due date. surcharge on delayed payment etc. are accounted for on
cash basis.

Income from Other Sources

i Interest on investments and rantel income are recognised on acerual hasis.
b.  Dividend on investment in shares is recognized when right to reccive has been established.
e Revenue from other serviges, including services provided by Engineering Services, is

recognised on cash basis.

d.  Pepaliy chargeable an late commercial operation date (CODY under power purchase agraement
{PPA) are accounled for on cash basis.

Insurance Fund

Insurance fund is created by seting aside s sum of Rs. 20 million every vear, in case of profit for the
year, lo cover any loss of property, plant and equipment, lor any eventuality.

Taxes
a. Current tax

{Current Tax is determined as the amount of tax payable in respect of 1axable income for the
year,

Deferred tax

Deferred rax is recognised on temporary difference, being the difference berween tax base of
assets and liability and carrying amount thereto. Where there is carry forward losses, deferred
tax asset are recopnized only (F there s virtuol certainty of realization of such assets. Other
delerred (ax assels are recognised only to the extent there is reasonable certainty of realisation
in future. 1

Fage 4 of 12
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Explanatory Motes to Accounts;

2.1 Property, Plant & Equipment (PPE)

Ea B3
b

Physical Verification of Propery, Plant and Equipment
The physical verification of properly, plant and equipment is partially camied out by the majority
budget centres.

ey

. Title Deeds of Land

U Some title deeds of land Property, which had not been in NEA's neime, has been taken during the
year and recorded accordingly. Title deeds of some land properties still remained to be trensferred
in NEA's name, however all such lands are recopmised and shown in the financial staiements,

i =l

Leased Small Hhvdro Power Units (SHF)
MEA has leased cut some iselaled SHF units 1o culside parlies,

==

Capitafization of completed works

: During the FY 2072/73, Capiial projects work in progress Rs. 5,741.11 million was transferred to
F] Property, Plant & Equipment based upon the certificate of completion issued by the concerned
. projects and budget centres. The balance represents the value of the capital works in progress, not
yet completed or yet to be transferred 10 Property, Plant & Equipment.

=i fmpairment of PPE

Management is in Lthe process of implementing the detailed system for assal managetment including
identification of impairment of PPE. However, as an inlerim measure, based on the informaticn
= available, management had in the previous pericd(s) wrinen down PPE by Hs. 479.02 million as
impairment provision, This represents the value ol asseis lostdestroyed/damaped completely or
partially and whose ceonvmic value has therefore reduced. Neo additional write down has been

L1 recogrised in the current reporting period.
Derecognition of PPE
I MNEA has cammied out post sarthquake impacl assessment following the Gorkha Earthiuake on April

25, 2015 and s afiershocks. The assessment included collection of rapid visual damage assessment
M dati on existing power - houses, transmission lines, distribution networks, ongoing constroction
J projects and office buildings. NEA sulTered huge damapes to its buildings because majority of its
buildings especially at the disiribution and consumer services and the staff quarters are load bearing.
- However, in the absence of detail assessment of memetary loss, no write off has been affected in the
carrytng value of those buildings.

Relicf Materinl

Government of India has supplied cenain quantities of distribution network related equipments and
materials in order to restore the power supply immediate afier the major Earthquake on Apeil 25,
2015 as a relief aid 1o Nepal Electricity Authority via Nepal Government, However, Nepal
Government has not provided the value of those equipments and maierials o NEA up 10 the
fiscal year. Therefore, such assets have not been reeognized in the book due to the lack of
information regarding the valug of the assets supplied.

Capital Work in Progress

Management had in the previcus period(s) provided Rs. 287.21 million in the value of CWIP for
Epnssible impairment due to obsolescence or otherwize. Mo additional wrile down has been
.;g recognised in the current reporting peried. /

ﬁﬁ’%‘y %{/@w Y p
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14 Share Investinents

Details ol NEA’s investments in share capit

| Notes 2072/73 (2015/16)

end of FY 2072/73 are listed below:

b

Page 6ol 2 @{L‘- M
A

Particnlars Mo. of Sharcs Proporiion of K5, in Million
Crwnership
Current | Previous | Current | Previous
Y ear Year Y eur Year
Subsidiary
Chilime 11,583,936 (Including
Flydropower 6,687,936 Bonus shares)
Company Lid. Equity Shares of Rs 100 51.00%c | 51.00% | 4B9.60 439,60
cach fully paid upMarkeat
price Rs. 1,440 per shar:
Upper Tamakoshi 43,419 000 equity shares of Rs
Hydro Power Limited | 100 each fully paid up LRI b O L e el
l?r:::tl':én Hyvdro Power {3{?24;65 equity shares (@ Rs, (00% LO0% 1.565.20 1082 70
Joint Yentore
Power Transmission | F00H0 equity shares of Rs o
Company Mesal Lid. 100 each fully paid up L . e SRR
Assuciutes
Sanjen Hydro Power | 3,630,000 eguity shares of
El{&;?fra;:l}‘; lljd[ Es 100 each fully paid up 0% 10% 365.00 165
below}
Salleri Chyalse 28,756 Pref, shares of Rs
Elecrricity Co, Lid. | 1,000 each and 25000 25% 25304 2000 0.
equity sharcs of Rs 10 cach
GMR Upper Kamali | 495,000 equity shares {2 Rs.
Hydropower 10 each issued free of cost o 2 i i
Limited {Refer 273 2%
Mote: T helow)
Rashuwagadhi 11,650.000equity shares @
E:if}“;?;:ﬂgf : Rs- 100 each 18% 18% | 1,165.00 825.00
below)
Middle Bhotzkooshi | 3,700,000 equity shares (&
H:}'d!‘ﬂ Power Co. Rs. 100 each 1 0%, 10% 570.00 470.00
Limited, {Refor
Mute: 4 below)
Trishuli Jal Ridhyut | 2,499,935 equity shares (& 70 —n men
] Rs. 100 each 56.22% | 52.38% | 249.99 246.99
Others
Khumbu Bijuli Co. | 2,064,500 equity shares of - R -
T . 159 13% 20.65 20065
Pwt, Lad. Bs 10 cach fully paid up ok : §
Nepal Epgineering | 24,993 cquity shares of Rs |
Consultancy P, Lid. | 100 ¢ach Nully peid up ) . 5 23 213
{ Refer Mie; 5 - .
below] -
Hydro Laby. Pyt L1d. | 16,600 equiry shares of Rs . o
100 fully paid 10% 10% .80 1.{1%&.{&\\
Butwal Power 107.229 equity shares of Rs ATSS L
S : Py L B WM
o Company Lid. 100 each fully poid up 1% 194 16.01 1B dam ) ©
R {Markect price Rs. 830 per ! ' ™| JrF
‘ shara) " b .fff_
A ross Boarder 640,979 zquity shares @2 Rs.
Power Transmission | 1{{) eagh 10% 10% 64,10 51.97
Co. Limited (N .
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Note: | Invesiments in Sanjen i—lydr dhpany Ltd. is 10% by NEA and 38% by Chilime
Hydropawer Company Ltd. {CF =ffective 29,38%,

Note: 2 Pursuant to Memorandum of Understanding (Moll) between Government of Nepal and
GMR, 405,000 equity shares of Rs.100/- each (27% of the tolal share capital) has been
dllotied 10 NEA as free equity.

Mote: 3 Investments in Rasuwagadhi Hydropower Company Ltd. is 18% by NEA and 33% by
CHCL effective 14.83%.

Mote: 4 Investments in Middle Bhotekashi Hydropower Company Lid. is 109 by NEA and 38%
by CHCI. effective 29, 38%,,

Mete: 5 As on the date of the financial position, Nepal Enginegring Consullancy Pvi. Lid. is under
liguidation. Therefore, managementl has provided for the diminution in the value of

investment made to nil value.
2.5 Investment in Loan

MEA has maintained significant amount of loan investment in Upper Tamakoshi Hydropower
Company Limited & Powcer Transmission Company Nepal Lad. During the year, imerest receivabies
from such companics amounting to Rs. 831.53 million have been capitatized in loan investment.

26 Inventory

Provision for obsolesvence in value of nvertory

Based on the information available, NEA management has adjusted (less) Rs. 331.38 million up o
FY 2072/73 towards the possibility of reduction in Mel Realisable value of the inventory due o
obsolescence or otherwise.

2.7 Trade Receivables

Reconciliaiion af Conswmers ' Ledger with Conirol Accoums

Receivables shown under the heading sundry debtors are subject o reconciliation and/or
confirmation. In some collection centres, reconcilimion of general ledger balances and customer
ledger balances are under progress.

Recoverable from Streetiights
Street light dues from various Municipalities and Y DCs amounting to Rs, 3,150.19 million is yet to
be received.

hnpairment of Receivabley

As on the reporting date, management has estimated Rs. 367 Million (o be deubilul of recovery and
the Trade Receivables have been writen down by the same amournt. No additional write down has
been recognised in the current reparting period,

Claims Recoverable

Claims recoverable include Rs. 17216 million from Government of Nepal which is subject to
confirmation. The recoverable represents rale concessions and other subsidies provided (o consumers
on behalf of Government of Mepal.

2B Cash in Transit

*NEA has mainiained special designated bank accounts with certain banks amouniing NRs. 842,65

. million (US$ 72.90 million) afthe end of e financial vear 2072/73, These accounts are operated by -
G N D
7 Al Y



—
Nl

==

B = =

@n'u m[a.@
f: _ﬂ‘ Nules 2072473 (2U15:16)

.10

2.11

2.17

2.13

.14

2.15

4

NEA [or specific purpose governcd Ny
accounts have nol becn incorporated in (g4

Borrowings

The borrowings held under non-current liabilities are unsecured and are under subsidiary agreement
with Govermment of Nepal.

Other Miscellaneous Liabilities:

NEA hus terminated the contract with IVRCL Ltd. in conncetion with Rahnghat Hydroelectric
Project due 1o poor performance of the civil contracior in project execution. This resulied seizing of
performance bank guarantee equivalent to Rs. 898.95 million. This amount has been treated as other
miscellaneous liabilitics tll the final scttlement.

Deferred Taxes

NEA had provided for Delerred Tax Liability of Rs. 693.20 million in the year 2065/60 which is
being carried forward since, Furihermore NEA has been carrying forward unused tax logses that can
be set ofl apainst future profit (il any) for which NEA will have 1o recognise delerred tax assets in
the current financial year. Considering the trend of losses that MNEA has been bearing yerr on and
vear on, it is nol probable that future taxable profit will be available against which unused tax losses
can be utilised. Therefore no deferred tax income has been recognised for the period.

Index Loan to community

Danish govermment had invested for rural electrification at Kailaili and Kanchanpur districts in the
last few years. Afler completion of the project, nssets created were transfemred to the local
community through NEA. As per the agreement with GoN. the cost of the project should be
recovared from the community by making an index loan. Accordingly, Consumers shall have to pay
instalment aleng with their monthly electrizity bill. The recoverable amount of index loan from the
cammunity as of 31/03/2073 is as under which have not been recavered;

Community under NEA Distributicn Centre Aanount
{Rs. in Million)
Mahendranagar 64.08 |
Tikapur 73,80
Dhangadhi 336l
Tl §71.49

[nter Unit Aceount

Inter wnit account {IUT) represents Rs, 24 943.93 million debit and 24,545.39 million credit
cutstanding as at the date of financial position leaving a net debil balance ol Rs. 398.54 million
(previous vear net credit Rs, 59.23 million}.

Employee Benefits

In respect of the retirement benefit, NEA is liable to pay two Lypes of benelits namely defined
contribution plan in the form of Employees” Provident Fund (EFF). insurance and delined benefit

Jan in the form of pension, gratuity, accumulaied leave encashment and medical expenses L]
3

ined Contribution Plan

v expense during the year pertwining to Providen Fund, Retirerment Fund (
coniribution} and insurance scheryes amounted to Rs, 486.63 million.
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Retiremient Benefits Plan Fund

NEA has established retirement benefits TURTT0 the cinployees who appointed on or after 17 July,
2006 under defined contribution plan scheme. This fund has been approved by the Inland Revenue
Depariment. A sum of Rs, it million has been deposited (o setup the fund as NEA's investmen! as
per the requirement of prevailing Income Tax Acl.

Defined Benefit Plan

NEA has made actuarini valuation up to the fiscal year 2070471 for ali defined benefit plans. Current
year's entire liabilities of Rs. 2,050.00 million have been provided in the Income Statement based on
the management estimates. The movement of Defined Benefit Plan Liabilities during the Financial

Year 2072473 15 as under:
{ Rs. in Million)

Benchit Plan
Description Pension [ Gruity Liave NMedicul Total
Opening Liabilities 16,510,235 fo.62 1,397.10 1.312.40 19.309.46
Addition for the Year 1,703.78 L0356 141 194 .66 2.050.00
Closing Liabilities 18,2141.03 100,18 | 153810 150715 21.359.46

An amour of Rs.1.306.93 million has been deposited with CIT as benefit plan assets. The
description af which is under:

Nefincd Benefit Plan Assels

- (Rs. in Million)
Opening Assets 1,113.69 |
Addition during the year: 150.00 |
Investment Returns 4323 |
Payments during the year -
Closing Asseis 1306,93

2.16  Contingent liabilities

Claims against NEA not acknowledged as debt

Name of the Preject Amougt (million) Claim filed by
Chameliva  Hydro  ¢lecric | Rs, 316,32 CGGC Company

Project

Kulekhani 111 Mydro electric | Rs. 100.00 Sino Hydro Corporation®
Project

Other {Under litigation) Rs. 318.00 Various partics

* Claims against NEA included Rs. 20.27 million against litigation by Sino Hydro Corparation,

Page G of 12
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217  Capital Commitments

Capital commitment against the ongoing construction project under different business groups arc s

follows:
Business groups Name of ihe Project | Amounts Committed o
{million}
CGeneration Chameliya Rs 93.55 CGOC Company
Construction Mydroelectric Project
Chameliva Rs, 7234 KHMP Consortium
Hydroelectric Project | USE 0.6%
Chemeliya Rs. 4443 Various Parties |
Hydroelectric Project | LIS$ 0.42
Kulekhani 1l Hydro Rs 3000 Sinu Hydra Corporation
glectric project
Kulekhani 111 Hydro | Rs. 376.00 Zhejiang  Jinlun  Electro
electric praject Mechanic Co. Lid
Kulekham 11l Hyilro | Rs. 20,00 WAPCOS Lid., India
electric project
[ Nepal India Electricity | Various  Trasmission | Rs. 4,000.00 Various Contractors
Transmission & Trade | Projects
Project (MIETTP)
2.18 Tux Liability

Income tax expense includes current tax and deferred tax. During the year current tax expense is nil
due to taxable [pss. NEA hes filed income tax rewrn under seli-assessment procedure wp to Income
year 2071/072. The Tax assessment upto Income year 2068/69 has been completed by lLarpe Tax
tavers Office but is pending finalisation due o appeals. The stalus is as follows:

Pariiculars Income Year Status Ruemarks

Carty forward loss allowed Hs

Under Administrative - . 1,645 million insiead of Rs 5247
Revigw U6 He2 Not Cancluded million and TDS dispute Rs. 716

million.

Revenuwe  Tribunal  has | ~arry forward loss allowed Rs

S . finalised the appeal bot | /-/09 mnillion instead of Bi.d,640
Aiig:.[slfn ]?;-ﬁvl;sei'l‘(} D62/63 revised assessment by Tax | million and TDS dispute Rs. 761
ent By Authority still not | milkien ‘
completed, .

Rovenue  Tribupal  has | Camy Ferward loss allowed Rs.

. . finalised the appeal bu | 1,90Y instead of Rs.2,167 million
Pending Revised 063/64 | revised assessment by Tax | and TDS dispute Rs, 927 million
Assezssment by LTO . .

Auihoriny still not
completad. |
Carry  torward  loss  allowed
Under Administative 63 Rs. 1692 million instead of
. 5d/63 Mot Coneluded. 7 LM
Review Rs.2, 167 million, ,ﬁm“‘x
e u] 'FJ-
Carry  forward  loss  affoped, | AT
Reassessment isued 065766 Concluded Re.5.046  million  insteati™l 6fig,.f jo
Rs.5.4 17 million. FA
Ao A
Lnder administrativ L Hllﬁwt
B ¢ 06667 Keview Pending Rs.5,649  million  insiead  of |
TEVIEW e X
! B, 5,092 mullon.
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AT, Carry  forward loss  allowed |
Under administratlve 0567/68 Rs.5.030 million instead of Rs.
review -
%, 369 millicn.
R Toltal carry forward losses allowed
Under adminisicative 3 gop/60 | Review Pending Rs.10,562 million instead of Rs. |
TeView -
38034 million,
Self assessment 06870 o ; - - .
return Filed 071/72 Assessment Pending Large Taxpayet Office, Lalitpur

Note: fn addition to deposits for filing appeal, reviews etc, NEA has deposired R5.1,402.09 miiflion
as advance income tax which is yet (o be settled

2.1%  Prior Period Adjustment

During the year  total of Rs 33,15 million has been recognised as prior period income by giving
equity trealment (previous year Rs. 383.09 million as prior period cxpenses) due to errors andior
omission in preparaiion of financial statement on account of various income/expenses as stated

under:
o Ainount (Rs.)
Partieulars 207273 2071/72
Salories & Wages (94,219.97) (1,369,291.31)
Administrative Expenses 40231167 (§45,087.63)
Interest & Other Income Adjustments 53412,278.63 |
Excess/Short Booking of Revenue {39.010,4%90,03) 110,665,159.58

Repairs & Maintenance

2,290,203 .37

(423,872,774.18)

Depreciation G76,082 88 36347787104
Slores 485,478.00 281,487,228.24
Other Expenses 1,713,231.26 ¥2,661.36

Total (33,147.,302.82) B3 08444573

2.20 Related Party Disclosure

Following is tha list of the related parties as ideatified in accordance with Provisions of the Nepal

Accounting Standard- 24 on Related Party Disclosure:

Wame of the reiated Fa rty_ Nature of Transactivn | Amaunt (Rs Mature af Relationship
during tic year tilllon)
Chilime Hydeopower Subsidiary (WEA holds 51% of
Company Ltd Power purchase 1.163.14 equity sharc Capital)
Trishuli Jal Bidyut Co. : _— Subsidiary (NEA holds 56,22 %
Lid. Eguily cantribution 3.08 of paid up share capital}
Upper Tamakoshi Hydro . . Subsidiary {NEA holds 54.67 % |
Power Lid. Loan provided LR of paid up share capital)
Power Transmission - Joint venture company { NEA |
Cotmpany Nepal Lid. Loan provided 24133 holds 50% of equiry) J
T Pl
Tanahu Hydropower Equity contribulion & o wANDS
5 : . S
4 o h“"t;,,'g\nmpany L loan provided 483.00 Fully owned subsidiary 7~ }/C;: ‘
- y ' f Iy,
£ uwagadhi Hydropower : ToreH Associated Company (4 ﬁ,\_‘*h
iﬂ L. Equity conuribution 34000 holds 34.83% of equity) \e
</ . Associated Company (NEA
F}'ﬁddlr Bhatekoshi Equiry contribution 100,00 holds effectively 29.38% of

Hydropower Cp, Lid

aquity with CHECL}
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.21 Quantitative Details

Heetirchase, sales, losses etc, are as follows:

Particulars FY 2072/73 FY 200072 |
NEA Geoeration (GWH) 2,133,276 2,356.38
IPP {GWh} 1, 166,24 1.268.93
Impor {GWh) |,777.68 1,36%.8Y
Avuilable Energy (GWh} Z077.18 5,005.70 |
Salcs (GWh) 371857 3.743.75 |
Adjusiment for SalesMUtilizatien {GWh) 49,249 38.54
Total Energy Utilized (GWh) 376822 3,782.29
Loss (GWh} 1,308.96 1,223.41
Met System Losses (o) 25, 78%, 24.44
Mumber of Consumers 2,969,576 2,868,012

2.22 Subscquent Events

Thete has not been any significant reportable event after th

adjusting or disclosing,
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