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1. Report on tha Finandal Statements

We have audited the accompanying Financial Statements of Nepal Electricity Authority
(NEA), which comprise the Statement of Financial Position as at 31 Ashad, 2074 {July 15,
2017), and the Statement of Profit or Loss, Statement of Cash Flows and Statement of

Changes in Equity for then ended, and Stgnificant Accaunting Policies and Explanatory
MNotes.

2. Management's Responsibility for the Financial Statements

NEA management is responsible for the preparation and fair presentation of these
financial statements, in accordance with Nepal Financial Reporting Standards and for
such internal control as NEA management determines |s necessary to enable the

preparation of the financial statements that are free from material misstatement,
whether due to fraud or error.

3. Audltors’ Responsibility

Qur responsibility is to express an opinion on these financial statements based on our
audit. We conducted our audit in accordance with Nepal Standards on Auditing,
“Directives to the Auditors for the Audit of Public Sector Enterprises”, INTOSA) Standards.
Those Standards requires that we comply with ethical requirements and plan and

perform the awdit to obtaln ressonable assurance about whether the financial
statements are free from material misstatement,

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on our
professional judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to freud or error. In making those risk
assessments, we considered

the internal control relevant to NEA's preparation and fair presantation of the financial
statements in order to design audit procedures that are appropriate in  the
circumstances, but not for the purpose of expressing an opinion on MEA’s intarnal
control. An audit alse includes evaluating the appropriatenass of the accounting policies
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4.3

usad and the reasonableness of accounting estimates made by NEA managemant, as well
as evaluating the overall presentation of the financial statements.

We believe that the audit avidence we have obtained is sufficiant and appropriate to
provide a basis for our qualified audit opinion.

Basls for Quallfled Opinkon

LIncertainties on Going Concern

MNEA has incorporated 15 {including 12 during the year} different companies having
principal functions of generation, transmission, production, power purchase and
engineering etc. The preamble of Mepal Electricity Act 2041 {1984) the purpcse of
incorporation of NEA is to carry out generatian, transmission and distribution of
electricity in Nepal. Incorporation of these companies without NEA's long-term strategies
has created doubt of NEA's continuation as a going cancarn,

Financial Statements nat prepared according to applicable reporting framework

The accompanying financial statements have not been prepared based on provisions of
Mepal Financial Reporting Standards (NFRSs) and provisions of 17 different applicable
NFRSs and Nepal Accounting Standards {NASs) have not been fully complied with while
recognizing, measuring and disclosing financial transactions in the financial statements,
including preparation of Consolidated Financial Statemants.

Property Plant and Equipment {PPE}

] Status and carrying amount of PPE not ascertained

Physical verification of PPE was not conducted since long. NEA has not maintained and
updated consolidated statements of assets owned by it detalling cost, location and
condition. Further, various assets under Hydravlic Plant and Machinery totzling
NRs.368.22 milllon were capitalized cumulatively since 2060/61 {2003/04) without
further datails and various damaged assets including vehicles were not derecognized.

Various itemns capitalized earlier under distribution or transmissien lines were replaced
and costs of replacement wera charged off to revenue based on budget allocation
withaut assessing the life or capacity of such items and costs of replaced tems were not
derecognized. Alse, NEA has incurred expenses for various repairs/maintenance actlvities
to rectify damagas caused by the massive earthgquake of 2072 and has booked such
EXpENSEs a5 revenue expenses. A comprehensive assessment of damages caused by the
earthquake and costs estimatad to make good damaged assets not deone,

Land records are updated only up-to fiscal year 2069/70. Out of 31,707-11-03-00
Ropanies of land recorded in NEA central records, 1,881-1%-2-2 fand area (almost 5%}
doeas not have ownership document in the name of NEA, Similarly, iand of 1,474-3-1-0
has been encroached by government organizations, public roads, semi government
prganizations, private organizations and general public. A~ A
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MEA has made a provision of WRs.479.02 million against loss on fixed assets in earlier
years without details available and re-assessment of adequacy of provisions made has
not been done based on current status.

i7) Comprehensive insurance of PPE not done

NEA has ewned PPE totaling NRs. 141,034 million against which an insurance reserve
fund of NRs5.380 million has been created, However, there was no separate fund set
aside and only vehicles ware insured for third party liability.

1li} Depreciation not charged appropriately

MNEA has a policy to charge depreciation on assets procured during the year at a flat 50%
of the rate of the spedified assets prescribed in its Accounts Manual, Irrespective of the
date of capitalization. Also, same rate of depreciation as fixed has been charged without
assessing the remaining useful life of assets. Further, the categories of assets specified by
NEA have various separable items that are significant to the total assets and may have
variable useful life-span, but depreciated as ane single item, for example, Hyde) Power
Plant, Tranzmission and Distribution Lines, Sub-stations, Vehicles, Heavy Equipment,
Solar Power Plant.

There is an unexplained difference Iin depreciation amount accounted for in statement of
profit or loss and differance between provision for depreciation current and previous
year shown in Scheduie 1 of the Financial Statemeants by NRs.37.91 million [shori charged
in statement of profit ar loss).

Capital Work in Progress (CWIP)

i} Status and carrying amount of PPE not ascertained

NEA has not carried out physical verification of CWIP to identify the existence, iocation,
condition as per the financial administration By-Laws 2068, There are 50 projects having
CWIP balance of NRs., 5,788.02 million being carriad forward since long without any
physical progress and NRs.252.90 million that were destroyed and have no further
aconomic use. There are also CWIP balances being carried ferward in Distribution and
Consumer Services since long without further progress.

NEA has made a provision of NRs.287.91 million against obsolescence on CWIP in
2070/71 without details of items against which such provision was made and re-
assessment of adequacy of provisions made has not been done based on current status.

1i) Completed projects not capitalized

NEA capitalized CWIP of NRs. 5,673.25 million as PPE during the year. However, there is
no details maintained at central office showing individual projects/items capitalized.
Further, there are various projects with accumulated 2ssets balance of NRs.728.92
million operating under DCS Directerate aiready completed hut panding capitalization.
This has resulted in under reporting of flxed assets and under charging of depreciation to
Statament of Prafit or Loss. Also, Hetauda Diesel Plant Rehablhtan Pro]e:t that started

in 2066/67 and completed in 2068/83 hut not yet cap:tallzed { -5,
é: &
iii) Excess Interest included in CWIP é.j
r’ o _..:5“
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In varlous projects, interest on total loans cutstanding from ADE and GoN Is being
charged to CWIP although sub-projects have purchased from such fund fixed assets
amounting to NRs. 2,431.10 million and put tp use for project implementation. This has
inflated CWIP and short charging of interest expenses on statement of profit or loss, the
amount of which is not quantifiable on want of detailed information,

Although reduction in interest rate on GoN Loan as per approved Financial Restructuring

has been done, while interest expenses on GoN Loan in CWIP has not been reduced to
5% from B% charged.

iv) Capitalization of administrative and general expenses to CWIP

NEA has continued to beok administrative and other general expenses in CWIP, without
segregating expenses that are directly attributzble to qualifying assets against the
provision of NAS 16: PPE. Total of such amount as at the reporting date is NRs. 545.7
million, net of 10, depreciation and miscellaneous income. Further, NEA has stopped
charging off head-office expenses to CWIP from Fiscal Year 2072/73; however, such
expenses charged to CWIP till Fiscal Year 2072/73 were not reverzed.

v} nterest charged on Government of Nepal loan and booked under IDC do not
correspond to loan amount actually received and used by the projects

Tha loan principal and interest on Government of Mepal loan is not atcounted for by

projects hased o actual amount received by the projects for use in project activities but

on the basls of allocation made by central office. This has resuked In receivable balance

from central office implying that such funds are held and used by NEA for other

purposes,

Investment

i] Valuation of investment notin line with NFRS

Investment includes investment in shares of subsidiary, associates and other corporate
bodies, loans to subsidiary and JV Company and loans/deposits for special purpose.
Although, accounting policies on investment states that all investments in the form of
shares and long-term Joans are carried at cost and write downs are made for
impairment. However, there was nc evidence of assessing impairment of the
investments in shares {e.g. calculaticen of net assets from audited financial statements of
investee) and calculation of amortized costs for debt instruments, Amount lent to its
subsidiaries as loan payable in fixed installments (NRs. 13,500 million} and in the nature
of deposits (NRs. 1,705 million} are also included in investment.

1i) Laans provided to subsidiaries against Bank and Financial Institutions Act, 2073

NEA has provided loan of NRs. 12,724.81 million tc Upper Tamakoshi Hydropower Co.
Ltd, and NRs.873.82 millicn in Power Transmission Company Nepal Ltd. against the
provision of Section 31 of Banking and Financia! Institutions Act, 2073 which states that
"no one other than a bank or financial institution s
transactions." j . F
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jii}) Share Certificates not abtainad

Share certificates from 6 investae companies worth NRs. 2,125.36 million have not been
obtained.

Inventory

} Valuation of inventory not done as per NFRS
NEA has valued [ts inventory at cost and none of the offices has carried gut assessment
of net realizable valug of its inventory, on account of obsolescence and usefulness.

NEA has made a provision of NRs.331.38 million (7.28 %of total inventory} against
provision for loss and chsalescence many years ago, without details analysis. There was
no actien taken to assess adeguacy of such provision amount as at the reporting date
although 78 af the units auditad shawed need of provizians at the rate of 13%.

Trade Receivables

i} Recoverability status not assessed and provide for

Against total receivables of NRs. 14,152.86 million, NEA has made a provision for
doubtfut debts of NRs.567 million few years ago without further details. Although there
has been increase in debtors cutstanding, NEA has not assessed the recoverability status
and adequacy of the provision made. There was very low recovery from blacklisted
consumers {10.83% of outstanding halances in black listed customaers of NRs.472.65

million} and street light (1.76% of ocutstanding balances in street light of NRs. 3,722.59
miflion).

i) Reconciliation and confirmation of receivables not done

There are huge differences in balances of debtors between accounting software [CAIS)
and Revenue Software (M-Power]. Differences could not be qualified as the figures in M-
Power kept on changing due ta adjustmant made in subsequent period. There was
excess halance in M-power in some units and vice versa. Alsa, advance collerted frem
customer amounting to MRs, 306.97 million has been netted off against receivables. The
accuracy of debtor’s balance as recogrilzed in financial statements could not be
commanted ugon.

Cash and cash equivalerts

il Exact balance of cash/bank not determined
Balance of NRs.24,859.15 millicn under cash and cash equivalents as at the reporting
date includes cash in transit balance of NRs.16.58 million being carried forward since
Z068/69 detail of which was not available, NRs.1.15 million stolen from 2 DCS visited,
NRs.2.32 million cash deposited but not credited by bank since long, NRs.2.69 million
debited and NRs.2.07 million excess charged by hank but not adjusted in book, NRs.3.42
million stales chegues pending adjustment since long, NRs, ZE,DB million unknown
depasits since long, negative balances in 6 units visited.
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4.11

Furthermecre, a provision for loss in lisu of shortage of NR5.35.39 millicn s provided in
garlier years without details, There were also instances where bank reconciliation
statements were not grepared and bank confirmations were not obtained. It was not
possible to comment on the accuracy of the balances reported.

Prepaid Advance, Laan and Deposits

i} Recoverability status not assessed and provide for

Recovery of “Index Loan” related to Danish Govarnment Loan for rural electrification at
Kailali and Kanchanpur district has stopped from 2064/85 and recoverahllity of
outstanding balance of NRs,171.49 million is not assessed. Accounting for penal interest
of 2% is also not done. Further, NR5.130.57 million undet Other Claim Receivable and
MRs. 162.55 million under Claim Recoverable from GON are pending since long period.
Claim Recoverzble from cther included Shortage on collection NRs, 5.79 million. There is
no conflrmation of balances from the parties with respect to depaosits and receivables

NEA has not prepared aging analysis of loan and advances to determine recoverahility
status and of the provision made in earlier year of NRs.88.65 million.

i) inappropriate disclosure of outstanding balances

Loans and advances balance is net off credit balances of NRs.484.45 million resulting in
understatemeant of loans and advances by the same amount.

Term loans provided staff are not segregated to current and non-current portion but
included in current liahility. These treatments are against the provision of NAS 1:
Prasentation of financial statements.

Share capital

i} Balances under share capital and allotment suspense not reconcilad
The government confirmation for ameunt of Share Capital of NRs.37,364,91 million and
Share Allotment Suspense of NR5.45,046.35 million has not heen abtained.

Further, NEA has a practice of transferring share capital halances to varicus units where
activities from such amounts are expacted to be carried out. However, Central Finance
Department (CFD}} has a balance of MRs.601.57 million pending allotment without further
detalls and Bhajpur DCS has not booked Share Capital transferred by CFD of NRs.10.60
millian in its books of account.

i) Mo adjustment in grant-in-aid reserve account
There was a balance of NR5.79.06 million carried over in grant-in-aid reserve account
since 2070/71 without further details. Further, documents refating ta Grant-in-Aid-
Reserve amounting to NRs. 220.47 million appearing in DMD Generation were not
available. Alsg, in 2 DCSs visited, there was debit balances of NRs.4.92 million without
further details since long.

Reserves and Accumulated Profit: Capital Reserve

Page & of 10
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]] Adjustment in Consumer contribution not substantjated

Consumer contribution balances have been reduced by NRs.292.72 million. However,
there is no details regarding the adjustment made. Further, there was NRs.2.90 million
debit balances in censumer contribution account at Surkhat DCS without further details.

As per NEA accounting policy, contributions recelved from consumers for
instaltation/commissioning of PPE are to be shown as Capital Reserve and subsequently
adjusted to income in the same proportion as the depreciation charged an the assets
acquired out of safd grants/consumer contribution. However, details of assets acquired
out of grant/consumer contribution and depreciation thereof are not available to
comment on the accuracy of the capital reserve and compliance with its own policy.

Non-current liabilities

i} Loans obtained by NEA beyond its jurisdiction
NEA has abtained loans from Government/Funding Agencias for construction of

hydroelectricity projects against the provision of Section 7 of Nepal Electritity Autharity
Act, 2041 (1924), that states that NEA may obtain necessary loans in cash or in kind or
aceept grants for use as warking capital with the approval of Government of Mepal.

i Confirmation of long term borrowings not obtained

NEA has not reconciled and obtained conformation for long term borrowings (loans)
from GoN smounting to NRs. 110,681.69 million outstanding as at 31.03.2074 under the
subsidiary loan agreement for variouws projects financed by funding agencies.

it} Current and non-current portion of loans not determinad

The loan deeds (Tornosukha) with GoN loans for the projects have repayment schedule
with bi-annuzl payment of principal and Interest for 20 years and aiso for other loans
gfter the commencement of projects. However, NEA has not prepared a statement with
the logns and interest payable within 12 months andfor overdue amounts and whaole of
the loans and interest amounts are shown under non-current borrowings and current
liabilities/Provisions/IDC, respectively.

iv) Deferred tax assets/liakilities not calculated
Balance in deferred tax liabilities of NRs £%3.2 million has been carried forward since
2065/66 and rec-calculation of defarred tax assets/lisbilities not done on account of

Ipsses during the periods without assessing certainty of realization of unused tax losses in
future.

Mon-current liabllities

i) Liahility not booked

MEA has not booked liability for claims made by IPP for posted rate on account that they
have not received amount from GoN related to this claim made by NEA. There was
WNRs5.719.07 million payables to various IPPs by NEA but no Iiabilitngs bean booked.

1 i 1%
it) Payable status nat assessed < et Qﬂ
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There was no practice of preparing ageing analysis of payables and initiate the process of
adjusting the balances. There were long pending payables outstanding of NRs. 4.28
million in respect of outsiders and NRs.17.87 million in respect of employees as at the
reporting date. Also, there are dehit balances of NRs.1.15 million in 5 units visited
pending adjustment since long.

iii) Inter-unlt aceount not reconciled

NEA has a practice of reconciling inter-unit accounts In the following year. There were
huge balances remain unreconciled for previous years, Dut of net debit Galance of
NRs.732.38 million, NRs. 21,230.10 million in debit balances and N&s. 12,442.10 million
in credit balances remained unreconciled. In the absence of reconclliation, it is not

possihle to ascertain impact on assets, liabilities, income and expenses reparted in the
financial statements.

Pravislons

i) Prevision for employee benefits not done properly

NEA has started making provisions for retirement benefit plans such as gratuity, pension,
leave encashment and medical benefits based on actuary valuation. However, actuary
valuation for last three years has not been dene and MNRs. 2,050 million has been
provisioned on ad-hoc basis. There was increase in salary scale by 25% this year, which
may have significant impact on provistan for employee henefits.

i) Penalties for late submission of Income Tax Returns not booked

NEA reported net Profit of NRs. 1,467.25 million for the period this year. Since, NEA has
accumulated losses of NRs. 32,519,.23 million up to 2072/73, there is no income tax
liahility under Section 3 of income Tax Act, 2058 and hence provision for income tax is
not required. However, NEA has not calculated fee of NRs.25.85 million under Section
117 for late submission of income tax returns as per Inceme Tax Act 2058 up to Chaitra
end 2074. This has resulted in overstatement of profit for the year.

Revenue

i) Penalty charged to suppliers for a project recognized as income

Euro. 422,948 [equivalent to NRs5.45.22 million) fined by Middle—Marsyangdi Dumre
Damauli 132 KV Transmission Line Project to its supplier has been recognized as income,
instead of netting off with project costs.

11} Metting off of cost agalnst revenue

Sale of electricity goods of NRs.125.04 million has bean accounted on net hasis i.e. sale
price less cost, resulting understatement of revenue and cost. Complete lists of cost price
and selling price of electricity goods are not provided by NEA management and hence
impact on Statement of Profit or Loss is not quantifiabie.

iii) VAT not collected on sale of taxable transactions
Under group 11 of schedule 1, Valua Added Tax Act, 2057 has pruwdeg,exemptmn for
electricity supply only. However, NEA has not colleded VAT unﬁ al | it’ﬁ‘:ome, sale of

Fage 8 of 10
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tender form, meter sales, rechargeable works, consultancy service, feasihility study,
tender of other inventories etc.

fv) Reconciliation of incemes not dene
In most of the DCS visited, income recorded in revenue software (M-Power} and

accounting softwara (CAIS) were not reconciled and huge differences were notad. It was
not possible to assess the impact of reconcifiation on revenue recognized.

Expenses

il Appropriateness of Interest expenses not confirmed

NEA has reduced charge of interest on GON Loan fram 8% to 5% as per the letter issuad
by the Ministry of Energy dated 2074/02/09 related to NEA Financial Restructuring for

whole of the year. However, the letter didn't specify the date from when the interest
shall be re-calculated at 5% per annum.

Further, interest expenses are calculaied on the loan sutstanding stated in NEA record

which is pending reconciliation and conflrmation with GON. Thus, appropriateness of
interest expenses booked cannot ba confirmed.

i} Property tax not booked/pald

Majority offices have not paid/made provision for property taxes since 2065/66 and anly
few has paid/made provision for this year. NRs. 46,81 million provision made till 2065/66
has not been deposited tH the end of fiscal year 2073/2074. Further, additional provision

made by few offices amounting to NRs. 15.66 million made this year has also not been
deposited.

iii) Expenses for prior perlod not restated

Net expenses related to previous year (Expenses NRs.272.11 million and income
MRs.38.03 million) were booked in current year and adjusted directly with Accumulated
Profits/iLosses} under Reserve and Accumulated Profits. Previous year figures in the
statement of profit or loss are not restated.

iv) Others

In the absence of complete details from the units not visited by us, it is not possible to
ensure 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 on the basis of managament represantation.

Qualified Opinlon

In our opinion, except for the possible effects of the matter described in Basis for
Qualified Cpinion, the financial statemenis present fairly, in afl material respects, the
financial position of Mepal Electricity Authority {NEA] as at 31st Ashad, 2074
{Corresponding July 15, 2017) and financial performance and its cas;t; flows for the year
ended in accordance with Nepal Financial Reporting Standardr g P

Management Letter S =, } %

Page 9 of 10 Office O



ES == =

= ===

H S N o e

A separgte management letter consisting of detailed audit cbservations and
recommendations on issues related to financial statements, wezaknesses in accounting
and internal control system, and compliances with laws and regulaticns has been issued
to the managemant along with this report for improving financial management,
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Toinl Non-Current Asscls

Current Asscts
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Trade Recoivables
Cash ond Tash Equivalkents
Prepeid, Advances, Lonns and Doposils
Tofal Current Asscis
Total Asscts
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Capiinl and Rescrves
£here Capital
Reserves and Accumulated Profits
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Men-Carrenl Liabilities

Long- Lerm Bormwings
Dieizered Tax Liahilivies

Tetal Non-Currenl Liabilities

Current Linbilliles
Sundry Creditors and Other Payables
Pravizions

Total Current Linbilitics

Total Linhilities
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Az nt Ashi 5 3074 iFuly 15, 2017

Aghad 3T, 2074

50,341,198,724.27
80,272,328 ,483.95
25,845,365, 715.02

(Figures in Rupess)
Ashad 31, 2003

B8,521,086,560.31
46,684,094, 710,53
21,755,053,530.92

[96,458.892,027.24

176,960,235, 03,46

4,217,986.601.14

1376414407272

13,585,859,430.93 11,126,237 2 14.03
24,823, 792,196,558 15,361,603,927.06
5,875,852,425.92 1,804,282 73409
48,503,490,554.460 33,729.137,247.50
244,962, 381.511.84 210,689 313,050,345

82.411,252,286.45

BT REE,1759.410

Schedule 1 to 12 ferm an inicgral part of this Statement of Finaneisl Position
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S6,076,400,705.12 25,008,622, 103.49
110,681.686,497.71 111,303,643,264.02
(93,204,887.00 603,204, 387,00
111,374,891,384.71 111,996,548, 156,01
54,085,279,596.56 51,324,447 359.85
23,425,805.435.45 21,359,454,836.00
77,511,088, 332.01 72,683,902,195.85
158,885,976.716.72 184.680,750,346,87
244,962,383,51 1.84 210,689,373,050.36
SRR
ﬁ ¥
A_r,pclaur g iz, _
BN e &
. ) 2 q
[ _9 . A M L
B 0ot

bt Kl Ban Cr]:;ising
bl arragsi ng Dhivecior

faimber Seorctery
cnrd of Directors

At Shankar Prasad Adhikark

Secretany
Ministry el Finence
Mamlier

Q@

kir Bhokla Bohodar Pun
Member

ke, [swar Mepal j"u
Depury Avelitor Gexe 6
Q1ifice of the Asditor Genezal

al

St

A Mendp Kishor Shormao
Joint Audizer

yomendia Bahaxlur Bhari
Jimpal ALsdator
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For the year ended Ashed 31, 2074 (July 15, 2017}

Sales Revenuc
Lost od Sales

Cros profit

Diher Ingarme

Distribution Expenszes

Ciencral Admimisialive Expenses
Finance Cost

Dicprec|ation

Cind{ Logs) an Forcipn Exchange
Provision under Emplayees' Bewelits Man
Provishin fur Employees' Bonus

Met Prafit!(Loss) before Tax
Brovision [or Income Tax

Met Profil Loss} for (he Year
Appropriniions:-
Comuarate Social itesponsikility Fund

Insurance Funi

Net Penfit Transferred tu Statement af Financial Tositien

Schedules 13 to 17 form an Inteprad part of this Statement of Prodit or Loss

&ptadnys

Rz

Kt Lak Hori Luinicl bl Lekhonath Kansla
Cirreclod Crepuby hanaping Direelos
Accounts Dhepertriedt Firre Direcinrme

_£Deiy

e, Barshe hdon Pun " Acaeea’
Hanoourable Mimsier

Mmisiry of Enorgy, Waler Resources
omed Irizatian

Choiermon @

8lr. Chandrs Tandon
Member

Secretary

and [rmpgalion
Member

Mt Unwesh Progad Thoni
hlembset

kdr Chel Rej Josht
Member

Due Dty o 19

PMoce: Kalhmo

Board of O (15

Mr Arup Kumor Upadhyay

13
14

15
1]
17

i ry il Energy, Weter Resuunes

(Figurcs in Rupees)

Curyeat Year Previon r
46,795 775, 710.5% 31.824.213,295.33
{32.586.971.721.58) {25,643, 240,102 15
{4,208, 302,48%.01 &, 180,973,1%2.98

4,907.334,361 .57
§7.041,578 356.88)
(§.601,569,603.05)

3,249,330,30%.7G
{5,671,348057.37;
(1,218.580,186.65)

(3,546,140, 277.56) (3,075, 727.924.909

(3,755,223, 73850} £3.154,359.360.73)
410, 732,344.51 (746,482,820.90)

{2,050,000.000.0d) 12,050, 000,000,001
{3004 5.455.27) o

1,502,172,763.53

{8,550, 1594, 833.83}

1,502,272,763.53

15.022,727.64
20,000, 000.04

(8.9940.194,853.85)

| 467,250,035.5%

bir Kud Man Gh is?ng
Fl anagriig Dol or

ember Secrerty
Buand ol Dioectms

S:cr-etlh‘;'
Minisiry al” Finance
Member

@

Mz, Bhakto Bohadur Pust
Member

I." - }
Mr Ewar Nepabr, o =5 R
_ ) tu‘.
Dcpu:yﬁud:lnrﬁm:gl‘- i

CHYice ol ihe Auditor fiener)!
< 1

I, Mands ¥ashoe Shorma
Jounl Auditor

—

C & Gyanendrn Bakodur Bhori
Jeinl Auditor
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TFor the vear ended Ashad 31, 2074 {July 13, 201 T

&. Cash Flows Troan Qperating Aclivilies

1. Net ProfiiiLoss) Tiefare Taxes
Add; Adjusiment T

Intcrest on Lowns

Depreciziing on Propuris. Flomn & I guiprieh

Pricr Wewr's neome [ A pents)

SfT Lran ond Tropery. Plant & Equipment Writlen off
Bad Debr Writlen G

Lusgs on Stock

Prioe Years Administralive Crpenses

lossi{{iaing om Frmign Exchange

Prowizion for Graluily

Provision for Pension

Provision o Aceummdacd Leave & bedical Facilifics
Frovision for Emplosces’ Bonus

Faergst o Loan & Theposits

Dividerd Incone

3,Cash Elews from Cperation befere Working Copital Changes

Adlustment for YWorking Capitnl Changes
Decrensa(incroused in lnveniarics
Decrease/{Inerease) in Accouats Reecivabile
Dheorense/t norease ) in Loan & Advinces
{Deerease laepese in Curreod labililies
Cgsh Genergted from Operatian

Favmnent of Toberest on Lans

Pavement ol Taxes

Net Cnsh Flows fram Crperating Aclivilles

Y

SL“"I\L;] Wwﬂ %

Curprent Yenr

1.502.272,743.53

3548, 140,277,560
1755223, 718 80
(ATd. 484 6H1L62)

2.TIE2AAG

444 Y355.58
43,0039 808 B
f4140.702,344.31)
26, 010.599.45
17003, 7 TR0, 000
33566100000

ML5.455 3T

(2,373 WHLIR0.4 3]
{162.278.834.92)

TH24810.007.03

{84217 462,00
(2.399.422.236.92)
{2474.308.516.29)

1576.584.223 00

5.386,045,00:4,82

{1715, 681 0AR 42

Bkl 363,075.00

A

[Fimures in Rupees)

Previous Yent

{5.390, 194,853.83)

07 737.924 i
3.334.359.566 75
3361007403
330E4.599 96
139,050 %1
465,399, 33
492311467

Tsbh ARZH N

[ . F00. 000, {3
1,703, 779000 (W

335,601 00000

{0 30EG2 YA 36
15,04 2. 702,08

L. 1515042879

AT INAG61EN

(1,230,524 TIK.42)

(3327056 LT
2,542, ip6.8 505

2,171,847, 300,52

{2 352 TRE 13

13149525130
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Ik Cosh Fliws Tvomn_Envesting Activities
literest on Lomy & Deposils

Dividend Tncome

Mt Additden to Propery, Planl & Equipmesl
Addifion to Cepllol Wark in Progrss
Addition to lovesimeni

et Cash Fluws Trom Invesling Acllvitics

. Cash Flows_Trorm Finpacipg Activiiies

Incoease in Sharc Copitol

Increasc/t Dearease) i Consumer Cantribulion
Lung- Teent Bomowing

Repoyrit of Long:Term Loosn

et Cash Flaws lromd Finanelng Activilies

Met Cheape in Cash during the Yot (A+B+C)
Cosh mid Cnah Equivnlent o the Beginning &l the ¥ear

Cash and Cash Equivalend at the End of the Yeas

K’

Corrent Yeas

2,273,990,580.4
152,278 43497
{5,577.973,4 g7l
{l 3,538,233, 717330
{4,090,311 388.10)
[IH.H]DJSI.TSJAH}

£.941,621,247.08
(200,984,822,

71,828 751.516.53
(1,837,314,003.57}

2564207593711

9,462,158,179.53
15.561,603,921.06

24,823,792,106.59

{Figures in Rupess)
[revious Yenr

1,309,462, 14056

148,042, 712.08
(5,637,373,087.32)
{8,611,709,175.74)
(4,204,144,147.61)
{12015, 721, 568.05)

9.252.785,715.38
67,362,595.54
12,304,080,862.62

21,624,228,773.54
4,740,002,416.8R
10,621.601,510.1%

L5,361,603,227.04

,Q;“i"«ﬂ

?" -l -
£

.-,.r-tfzj'

_ A ﬁ}‘?(

|

4r. Lok Hosi Lusnig] . Lekhamaih Kairla Br Kul Man Ghising ﬁ’P".I!‘“"ﬂr h'-‘lll' 5
Director Dty Monoging Direcio tAanmging Bireckor Dieputy Audiigr General
Acenungs Deporiment Finance Dirccterole Membcr Scerdtary Oilice of the Auditar Generol
Bonrrd ireetors
- . =

503 Eanlm}ian P‘u’.m "Anonia'
Homourable Minister

Minisiry af Encryy, Waler Resnunges
and [rrigaiton

Chawrmon

Member

Mt Chet Raj foshi
Mirmbeer

Due. 204 {9 .19

Flage: Kothmondu

kir. Anop Eumar Upadlyay
Secrolary

Ministry of Encrgy, Water Resourees
and Imigatian

Member L -

e

M Umesh Fracpd Thani
flembor

Smr:;al}'
tlinisiry of Finanee
kember

Mr. Bhakm Dobadur Pun

Famber

A, Nonda Kishor $hormo
Joint Awdular

Ch. Gynnengra Bohadur Bhurt
Jomt Aditor
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Schedules forming

For the yzar ended Ashad 31,

Schedule 2: Capital Work in Progress

Opening Balance

Additions during the Year

Advance to contractor for capital works
Advance to Suppliers

Advance lor Impon

Advance Payments

Praject Stocks

Iess: Capitalized during the Year

Grand Total

Less: Provision for Obselescence

Total

b N

b e

Authority

;
I:n[,,the Mnancial statemenis
2074 (July 15, 2017)

Aghad 31, 2074

66,972,006,360.84
16,377.373.154.11
680,096,828.57
2246360027
251,206,105.20
1,008,475,518.67
T42,090,239.63

(5.673,235,813.13)

_aﬂ Electrit 1y Authority Act, 2041)
C‘f ¥

(Figures in Rupees)

Ashad 31, 2073

58,340,297 185,10
11,732.700 308,53
404,002,085.08
74.851.967.66
193,114,420.92
861,291,203 .45
886,803,408 .43

(5,741,114,218.33)

80,560,240,13:L16

66,972,006,360.84

(287,211.650.21)

(287,911,650.21)

80,272,328,483.95

— ———————— ———

66,684,0194,710.63

L :
O " 0



B I B S S B

I =) I | [ |

For the year ended

Schedule 3: 'nvestmants

Shares in Unlisted Companies

{1 Nepal Engineering Consultaney Servloes Pa Lid,
{il) Khamby [Bjuliee Co, P, Ll

giiny Slleri Cluatsa |l dee Pleerric Co. L,

(L Upper Funokesii Elvdro Power Lid [NEATS Suhsidiacy
{v) Mepal e Db Puu Lid,

tvid Power 'rannission Company Mepal Lid.

(vii) Sungen Flydro Power Company Lid,

{viii) Reshumapadhi Hydre Pisser Company Limited
(ix) Trishol Jal Didlw Ce, Limiied

(g Middbe Hhorehashi ydmpower Co, Limited

{xi} Tamedwn § Ldiapawer Limited {NIEA" Subgidiary)
{xii) Cross Liarder Power Transmission Co, Limiled
Cxiift Eleerrieiny Cenertivn Co. Lid,

{xin ) Betan karnali Sang hayukars HEP Co. Lid,

s NEA Bngineering ©o. Lid (NEA's Subsidiary )

Uxvi} Nl Penser Trasdimg Con Did, (NEA'S Subsidian )

Share in Lislel Companies
{i+ Chilime | lydropawer Company Lid {NEA's Subsidiary)

£ii1 Bt Povser Company Lid,

Uiher Lpvestioicnd

(it Loan bavestment in Uippee Tamakoshi Dlyadropseser Co. Lul
{i1y Loam Insestnent in Pewer Transmission Company Nepal Lid.
(i) Depaosits in Citizen Dsestment Trost for Gratuily and Pension
fivd Reticement [ il

Sub-Total

Lesss Fromision Tor [ minuion in e Waboo of Shares

Futal

ad 31, 2074 (July 15, 2017

Ashad 31, 2074

2.277.000.00
1,649 (00, 08k
R[N EH

A 3T Qi LT
(UL XS

TOHL 000,00
3TE, 143,000,000
1,231,374, 000,00
184,993,542 51
LR LTEUG IR
26 5 5RK. G040
TR0, 33604
RUIRTTRLALALE
EORILLIRULERE
FAA0LO0000
TS0 ERILIH

AR 600, 0000
146,00 i1, S00000

|72 HOK, 113,22

{Fipures in Rupees)

Ashad 31, 2073

227700000
HEGubt tHER )

e XL TROE
43 1. (B 0H, B0
(LI RN UL

(K IKULIRLILLAUH
38,000,000
(W R AR
2w 007 542 %
STOLCCC LI (0
bR 190,404 27
i TS TT

EE TR WA Y ]
1. 5000

1622 JH)L 342,70

HTI AR ESG.2 ROB. 35 A20.76
1680, 7R 026,58 [ 36,931,755.91
[[TACERA AR 49,000 G0 EK)

18 547642, 715,02 21,757,350,530.52
(2,27 TR {22 7700000
I5,845.365.719.02 £1.755,053,83(.92

o i/ pr
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Schedules Forming part of the financial statements

For the year ended Ashad 31, 2074 (July 15, 2017}

Schedule 4 Inventaries

Siores, Spares and Consumables

Less: Provisiun for Loss and Obsolescence

Total

Schedule 5: Trade Receivables

Sundry Dehtars - Unsecured
Recharpeable Warks
Tuotul

Less: Prowvision [or Daubiiul Dehts

Tolul

PEC gl

Ashad 31, 2074

4.549,362,495.6%
{331,375,804.53)

{Figures in Rupees)

Ashad 31, 2073

3,707,789.967.27
(331,375,894 55)

#,217,986,0401 . 14

13.423.657,528.30
729,201.522,65

3,¥76,414,070.72

1125360727278
300.219.941.23

14,152,353,450,95
{567,000.000.00}

11,753, 837,214.03
{567.000,000.00)

13,585,859,450.95

11,186,837,214.03
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Schedoles forninp

Schedule B: Cash and Cash Equivalants
Cashichegques in Hurd

Cush-in-T il
Cush a1 fhank

H0H 22,059, 06
15 TR RS 04

Cuprent Accounts

Cull Depuosit Aggaml

Sub - Totnl
Less: Provision for Loss in Liew el shotage

Total

Schedule T: Prepald, Advances, Loans and Deposits

Louns and Advanees

Stali Lo M5 [ 0255
Advnnoe o S1ollx 33601211672
¥/ Security Liopusits
Advance by Supplices and Oihers
Advance Tpeomme T
Interest Averued
Claims Rpemverable
Tronn Mepal Gt FT0052 36 00
Fram {Rhers 265901 064,57
Iodex Loon

Kol - ot

Less: Provision for Doobtiil Advaoces

LEL- -

|-:|c.:¢7.c-‘|y Authority Act. 2041}

the linancial slatemesds
For the year ended Ashad 31, 2074 {July 15.20M7)

Ashud 3, 207

2739360
H01 3T 04T By

14,285 360,89 15

24550, 1 K2.501.59

(3536045, 00)

X 517D, 10651

P25 1Y.0T
K5 2810246 7Y
25361033440

Ll 1,357.141.47
K2.007T,572.23

543 56666037

LTI AE5.250.00
Sy 4, 095,20

{58.652.565 30

A475, 85842092

af GF de> S
bE > S8y

9.3 5.37H.261.49]
5806, 1600550 958

650.820.603.89

19.317.944.93

172155, KHT.09

LSS0 THDE

{Figures i Bupess)
Asbad 31, T

2319, 7970l
273,237,705 tha

L3 12 A3 H5T 409

15 300,904, 8 1.0

(35, 390.4 5440

15,361 603,927 4k

G TSR AT
271333375 48
L0727 5 0

| 40208024750

L R R

1T a5 Ba0
JHMLI35303.29

(35052504 30)

3404,282,7300%
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Schadule 8: Share Capllal
Aatherized

125,000L000,000

Southaried Shome Oy
[smued und paid np

37.364,905,635.7!
37.364,905,655.71

Orpening, Patd-up Slare Capil
Tulal

Sph -Total

Shore ARDLAIEnD oS iy
21.162.949,523 70
23.883.397.107 04

Folanca ug L [#1 Shrasam 2073
Addimon during the Y FY 2073774
Suh = Foul

“Futaih

Schedule 9; Reserves and Accumulated Profits
Heseryes

Capitil resersc

Comsumer Conteilusbaon | LE] 562 352 4K
Cupitl Guin 156,322, 552 K
Generpl Roserve

Imzuranee Fand

Corparste Social Responsiila ond

Suh-Tatnl

Accumulated FrofilsdLonsses|

Gaolance 1z ot Sheesar 12073

Auljustenl for Change m Aceomnting Pelicy sl
Erws

5 207 1R3 415400
LAGT2SI0AS B

Adjesiment s per et Restruciarmg Pripnsal 11

Profis | assd as e eonse St
Sub-Tound

Tt

Rﬂ\ > L

Asl 1, 20T,

37.364,905,655.71

4504634460 3074

R2411,252,280.45

1,330, 744 H45 6K
97 471,457 1)
EHELGIALE IR
DE021727

{Figures in Rupees)

Ashad 31, 2073

50.000,000,000

L AR 2703053

{34 608.473,60 1 T4

AT REEENRET

{28, 16%.1 2452106}

{26,334, 845.491.23)

37,364,9053,635 71
37.364,905,655.71
37,364.905,655.71

|3k 164, 208 12
G253 THE 15 38
20,162.949.523.70

58,527,855.179.41

147,283,754 29
1574 32 1,631,769.668 61
97.471.457 21

360,000,000 00

2.089,241.125.82

[25.750.426,050 730

1. M47.302 §3

{3,500 191451 K3,
(3R AT LT

(32.514.232,47542)

cd‘/(%m > %
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Schedules formin ri of thc financial statements
For the year ended Ashad 31, 2074 {July 15, 2017}

Ashad 31, 2074
Schedule 10 : Lang- term Borrowings

Non- Current
Long- term Rerrowiogy under the Subsidiary Loan Agreemend with Government of Nepal

Asian Ieyvelopiient Bank 19,675, L1 T.800.067

{Figures in Rupees

Ashad 31, 2073

2086933222902

Frengh Fuown - T3,1232,536492
kofiw Gurnan Loan 20007751 511 14.624,B[4.775.61
Nepal Govempent Loan - Locul Source 47.672,709,215.97 31,733,034, 34507
Warld Bunle
Mulrilmieral 2,918,307 249.57 3.04319607, 106,75
L[> 13,907 219.956.54 16352.377.573.438
IBIC - Japan Loan 11,969,397, 808,06 2,385 636.894.00
HMordic Doy elopment Fund Loan Ko 600 544,90 [051, 144 650,846
OFEC Lown A60.370,725.14 ARl 3TIETRA 1
Extn Banks
Feorean Governmenl 3.580.528,034.36 X 5RO 578.034.30
China Cipeernment 5.857,727.285.04 3,500,652 ,054.40
Tadiun Gy errment 204101008559 [ al9612,022.44
110,651,686,497.71 111,303,643, 264,02

Totul

rd

#
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For the year ¢nded Ashad 31, 2074 (July 15, 2017)

Ashad 31, 2074

Schedule 14: Sundry Creditors and Other Payables

Creditors for Power Purchase
Deposit from Cuslnners
Other 1eposils
Creditors for Goods
Oiher Creditors
Interest During Construction Period
Liabilities to Employees
Audit Fee Payable
Property Tax Mayable
Rovaly Payable
Interest Payable o Government ol Nepal
inter Uit Transoclions
Prowision for Employees’ Bonus
Other Puyables
Total

Schedule 12: Provisions

L

Gratulity
Pension
Mledical
Accumulative Leave

Total

3,598 548.644 24
1,203.461.033.97
3.616.800.160.53
403,331,026.66
790,013,771.45
6,197,338.463.39
1 14.804.870.96
4,682.437.50
62.473.884.560
37,381.585.833.86
[739.382,270.33)

(Figures in Rupecs)

Ashad 31, 2073

4,867,242,156.43
01796321705
2.956.077.826.77
631,642,992.29
868,026.732.01
4,477,355,387.56
134,171.324 49
3.616.000.00
4681131146
35.581.117,605.22
{308.342.012.535)

30.045.435.27 -
1,411,556.472.30 1.218,964,589.12
54,085,279,896.56 51,324,447,359.85
e —
127.085.684.45 100,173.085.00

i9,%17,803,307.00
1,701,813,794.00
1.679.100.650.00

18,214.,026,307.00
1,507,152,794.00
1,538,100.650.00

13,425,805,435.45

Jknx XZJV @%ﬁ%

G

11,339,454 H36.00

W



Schedules forming part of the financial statements
l-or the year ended Ashad 31, 2074 {July 15, 2017)
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Schedule 13: Sales Revenue

Revenue Front Sale of Electricity

Domesiic

Non- Domestic
Commereal
Non-canumereiil
Eatertainment Business
Industiria

Temples

Streel Lighis

Water Supply & [rrigation
Transporl

Tempotary Supply
Exports (o India
Community Sale

Gross Hevenue

Less; Rebale
Met Revenue

R z}\
f

—

Currcnt Year

20.320.637,2352.92
654.528,138.50
5,114,292 687.15
2.478,239.477.95
16,904,029.41
16,964,523,127.42
39,101,072.57
665,621,367.05
727.307,827.54
43,873.14238

{Figures in Rupees}
Previaus Yoar

14.833.654.455.99
3.788,761,851.06
1.995.103.099.49
10,182.318,445.06
33.915,013.81
602.368.672.16
525,293.418.28
39.742.015.15

%}J‘f

53,270,452.39 29.250,032.03
45,742 451.94 32,{}74,214.63
630.632.449.15 411,499.043.66
47,754,953,459.07 32.473,980,871.37
950 177,749.08 649175'?,5?5.{]4
46,79 5,773,71 0.59 31,824,211 3,105.33
— — — —
!
Nf(_) ,
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Sehedubes forming paf he linancial statements
Far the year ended Ashad 31, 2074 (huly 15, 20173

Current Year

Schedule 14 Cosl ol halek
A Gunernliun
Stafl Cusl
Staff Welfare

Temical Bemelits

647.880.380.55
23,641,530.57
117.436,237.49
13.359.600.41
30000, 354 02
032,099,785, 17
612, 146.65
§,244,763.73
2.%36,970.00
35,102,944 435
445,01 1.111.57

Fued - Cenwriiion

fid obsi b e i
Sparc Parts- Operations
Loose Tavls

Waler & Eivetncity
Comnsuliney Fpenses
Oiher Sorvices

Repairs & Maintcnanc

Wehicle [ ponses

i igures in Rupuees)

Previous Year

534,014 15337
21.,570,297.70
08 787.616,83

43271231
271502210
03,800, 506.70
13719027
2,657.134.47
17892.616.27
4I0057 23134

Administralive Fxpeieses
Suh - Toinl

44,577,579 82 44,156.946.47
32,125.054.75 27.396.140.84
1,463.93%,661.21 1,333,132,257.87

I3 Power Porchiase
12.280.904,.752.30

Imternal (Nepal)
16,051,931.171.26

B.275.798,386.27
14,053,593,162.13

External ( India)
Sub- Toual 28,332,837,923.62

22332, 291,MB.42

C Royaliy w Governinent ol Nepal uG7.372,42%48

#83,133,752.00

D Transmission

Bial Cost 445,484 31247 331.437.632.24
Siaft Wetlure 17,006,744 .65 13.963 474,54
Termna! Duenelis 48.102,158.47 38,895,930 86
Cropes £ Services 24 600,236,149 42,713,444 .60
Rapuirs & Matenance 20282046526 64,959,607 42
Wehicle | spenses 1£.691,17%.E4 15,645,967.34
Admimstntive Lxpeiges 4861417648 20,7980 1.7
Suh - Total BOS5,40%,273.36 G4E 418,173.7H

E Transmission/\Wheeling Charges 1,017.413,933.0 446,034,370.30
32,586,9073,221.54 25,643,240,102.35

Total (A+B+C=DHE)
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Schedule 15; Other Income
Sale of I leetriciy Goods
Surcharye for Delayed Poyment
Penabty on Power Purchase
Income from Lease Benl
irmerest Income
Crividend [ncoma
Income feom Cibar Services

hdiseellimeoys neome
Total

Schedule 16 : Distribution Expenses

Stail Cosl

Siaff Wl lare

Terminal Beneiils

Slores & Services

Kapairs & Mainlennnce

Weltcle Expunsesy

Adminisiralive Expenses

Total

Schedule 17

General Adiminisirative Expenscs
A. Engincering
Sialf Cos)
Staff Wl fare
Terminw Renelils
Swores & Servicesd
Repafrs & Maintepance
Wohicle ©Expenas
Adminisirative | wpenses
Sube Tolul

B Training Cenler
Stafi’ Cosl

Current Yeur

124, 789,174.81
1,276,032,217.40
15190543545
6,628 827 .55
2,273990,580.43
162,278,834 .92
1£3.0 1086769
73147772302

[bagares [0 Rupues)
Prpyions Yeur

66,985,374.79
44,566033.42
148,202,273.18
4,674,324.41
1,309 462, 14056
1480472702 08
133.096,4K5.32
S04 200,975 048

J4,4i17,334.361.57

3,249, 350,309. T

1,548,307,646.21
147,181 489.54
o d 9GR8 14
317.056,103.33
1,387.721 485,67

2,549 066,424,457
124.961.743.27
363 448 50516
265,654,928 84

1,497, 58545910

27R.3B5, 52302 227.085,832.47
453,516, 138.77 342,745,162, 84
7,041,578,356,38 5,671,348,057.37
139.003.678.42 117.644.313.593
T.1%1,707.00 114592378
16,363,017 .84 $,273,610,49
§,300,207.72 4,946,598 B1
321591, 846.12 1716784845
10,240.942 56 g500,515.29
13,292,844.04 o 183,735 04
125.,076,243.70 174,863,64%.81

15,454 68076

13.725.705,05

7 Stall Welfare 70904050 624,395,530
[_ Terminal Benclits 1.353,502.32 1,211.407.21
Stores & Services 2,558.566.67 2.337.995.98
2 Repairs & Muitienance 612883116 3,600291.47
L Wehiche Cxpemics 1.383.940.31 2.160.874.39
Adminisinive Exponses 13,951, 176,66 2,108,552 50
Sub- Total 42,580,220.38 35,768,263.19
[ C, Projeet Munapemenl

Siall Cost [1,150,647 19 0 360,826.95
U Seit Wellore S62.430.00 577,774,040
Terming! Berelils 1.219,251.26 2 245,452 98
Siores & Services JE0.795.43 10341136
U Repairs & Maincnance 142.955.77 61923641
Welicle bxpenses 113333402 . 27112265
Adminisirative | speoses 1.7008.054.34 1.353.252.68

Sub- Tolnl L&, 390, 509.61 1,401,079,

|

Jé‘ G}& s> g
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{Incorpurated under P

For the year ended ASNE

. Genaral Administrative Expenses
Raloties, Wapes, Insurance g Ctheer 1 naploy ee Cosly
Contrihution o Providem Tond, Grait Fund/Leive
Mar Hepair & fainietancs

Prtvel| g 1w enses

Vel e Repir unel Maintenino

F2nior innaent

sfatubary Audil oes

Tax Audii Fues

A Expenses

Legil Tee pnl b wpehises

Benceral Mleeting A lonvance

B ates and Tases (Postage., Tebogrm, felephoned
Banl Charees

Toxami nation | spenses

Ligense Fees

Consalaney | wpetscs

Printing & Stotnnerics

Adseniscman

Trafimng,

Books & Perimlicals

Proqur by Tas

Oreonizational |Jevelopmnent

States & Supplivs

Bud 1rebls Writen OFT

ST | o & Propeety. Plant & Equipment Wralken o

Crhsushete Lerss Sioek Wilben O
Bl iscotlaneous b pemses
Suli- Taokal

Tolul {A+B+C+D

" A

therity
Authority Act, 20410

T 2074 (uly 15, 2007)

LCurren] & S

1000253, 614
36271, 846.60
11,248 202,52
ALT95.7 1685
IAGRT, 12224

i+914,334.38
2398424, 50)
S0 00, 00
1,523,354 91
468117370
1283 AT
43692515
S8.B0S2ILTY

{ biguees in Fupees)
Previons b cdr

77623016364
23.240,145402
10.220.732.62
I H 64 4 600
19,335 24660

4 35083087
20470150

RS RAINIEA L]
1960 TU2.1R
2,587,907, 00

J12 A0
FA1942.43
WL 51560

29, 7RE.2064.98 33.349.890.45
4 A%3 330 ek 21970300
2,595 %035 Wy J.4.67T1.94
632105498 4,340 664,83
1,345,565 22057640
23 EHTUNLT 117733549
[ A409.505.3U0 | 2KE. 218,15
1737207 ELI NI
407403124 3 E2RA13M
1607562707 15.745.230.01
1390461
2,730,824 46 13,084,990 90
did B33 58 ABhA9 33
IR ERTOI A 1264510143
1,317,522,620.30 401,527,194.61
1,a01.564.603.403 1,218,580, 180665




FCITY AUTHORITY
IFiscal 'x"ear DFETE (201672017)

E Significant Accounting Policies and Explanatory Notes
For the year ended Ashad 31, 2074 (July 15, 201 7)

-

| 1 Constitution and Ownership

Nepal Elecirieity Autherity ("SWEA'Y was incorporsled on Bhadrs 1, 2042 (16 Augosl. 1985) under
tiie Nepal Electricity Authority Act, 1934, through the merger of the Department of Electricity of
Ministry of Water Resources, Nepal Electricity Corparation and related Development Boards. The
merger was iecessitated to remedy the inhersnt weaknesses associated with these Irapmented

electricity organizations with overlapping and duplication of werks, and became necessary to
achieve elficiency and relisble service.

= =

[ | The principal objectives of NEA include generation, transmission asd distribution of adequate,
' rcliablc and affordable clectric power by planaing, constructing, operating such [acilitics in Nepal's
[.. power system both interconnected and isolated.

2 Significant Accounting Policies
H 2.1 Basig of preparation of Finaneial Statements
' i The financial statements have been preparved in accordance with Nepal Accounting Standards
[J (NAS) and Generally Accepted Accounting Principles (GAAP) and praciices following

historical cost conventions. These NAS. GAAP and practices are substantially in line with the
principles sei out in IFRS.

The preparation of financial statements requires NEA's management 10 make estimates and
assumptions that affect the reported balance of assels and labilities, revenues and expenses
[', and disclosures refating to the contingent liabilities. The management believes that the

| eslimates used in preparation of (he fnaneial statements are prudent and reasonzble and
management is aware that fure resulis could differ from these estimates, Any revision 1o
accounting eslimates is recognised prospectively in the current and lwure perinds. Examples
of such estimates include provision for cmpleyer benefits, net realisable value of inventory,
diminution in value ol long-term investments and non-recoverability of receivable balances
elc,

—
[ S

b.  The fipures for the previous yesr are rearranged mnd reclassiled wherever necessary for the
purpase ol camparisan,

=

C. Appropriate disclosures arc made for the cffeet ol any change in accounting policy,
accounting estimate and adjustment of error.

=
[

The Nnancial statements are prepared, generally, on accrual basis. However, some income and
~ expenses are accounted on a cash basis, for practical reasons. Management believes that the
impact of recognising those revenues on cash basis will not be materially different fiom the

2 current practice.
_ 2, Management has applied estimation while presenting financial statememts.  Such specific
o estimates are disclosed in individuel sections wherever they have been applicd.

2.1  Functional and Presentation Curreney

==

lems included in the Mnancial statements of the awhaority are measured and presented wsing the
| currency of the primary economic environment in which the Authority operates (ihe lunetior
urrency), which is ihe Nepalese Rupees (indicated as Rs. in short).

[H] \/ Qm&ﬂ Q%ﬁ Wﬁ
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2.3

2.4

2.6

23

Property, Mlupt and Equip

Property, plant and equipments are s al cosl of acyuisition and/or cost of construction less
accumulated depreciation. The cost of property, plant and equipments include cost of acquisition or
construction/erection together with other incidental costs and charges attributable to bringing the
assel 10 its working condition Tor its intended use and also include borrowing costs directly
auributable to the acquisition, construction/erection of qualifying assel. Wrile-downs are made for
impairment, if any, in the value of such Property, plant and cyuipmenis.

Depreciation/Amortisation

Depreciation is provided on Property, Plant and Equipment, exeept land, on straight-line method.
based on the estimated useful lives of those asseis. The rates of depreciation applied on property,
plant and equipments are as foliows:

Assets Category Deprociation Rate
{per annuom) [
(a} Land - i
(b} Buildings 2%
{9 Hydro Electric Structures Ie-3%
{d} Hydro Electriv Plant & Machinery 3%
{) Internal Combustion on plant & machinery 2.59%
(} Transmission lines (66 KY, 132 KV and above) 3%
o) Transmission lines (33 KY) 3%
i(h) Transmission Substations I
(i} Distribution system (including below 1l KA Transmission 3%-4%
lines)
{j) Solar Fower 3%
{k} Wicter & melering equipment L 0%%
(1) Consumer Services T4
{m) Public lighting 3%
{n) Vehicles, tools and instruments, furniture and fixtures, 209
{a} Cffice Equipment | 5%
{p) Miscellaneous properties 30%
{q) Additions during the vear 50% ol applicakle rates

Capital Work in Progress (CWIP)

All expenditures in developing property, plants and equipment not yet compleied or not ready to use
are categorised as CWIP. The value of Capila! works-in-progress includes stock of equipment lving
in store or in transit for the purpose of use in the construction or develapment. It also includes the
balances with contractors and suppliers for the value yet to be received, Thess are capitalized upon
commissioning or identified as being ready 1o use, Provisions are made for impairment and
cbsolescence, if any, in the value of such CWIP.

Investments in Shares

All investments in the form of shares and long term loans are carried at cost.  Provision for
Ciminution in the values are made for impairment, il any, in the value of such invesiments. Bonus
shares issued by investee companies have not been sccounted in books. However, total number of
banus shares received has been disclosed with initisl investment.

Inventories

a. lnventeries include goods in hand being held for use, sale or as spares.

b.  Inventories are valued at lower of cost gr net realisable value, using the weighted average
method. NQ
R‘l&% %& Pagdlof 14 E Z< M ;E :I:j i
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2.8

2.9

2.10

.11

2.12

2.13

2,14

.15

”éfﬁ}"@é ) RS

. Met realizable value is th
business, less estimated eo!
and obsolescence are made {5
otherwise,

limated by the management in the ordinary course of
cessary 10 tnake the sale. Further, provision for losses
0se inventories identilied by management as obsalete or

Trade Receivables

Trade receivable are stated al carrying values except for those identified by the menggement as being
doubtful on recovery. Such estimations for doubtful recovery are reviewed by the menagement
regularly. Proevisions for doubiful debts are made for doubtful trade reeeivables, if any, in the value
of such receivables.

Cash and Cash equivalents

Cash and cash equivalents are camried at cost. They include cash-in-hand, cash-in-tramsit (bank
transfers and eheques In collection which are callected in the subsequent period). and short- term
deposits with banks in the various forms of deposit accounts which may or may nal bear interast, but
which arc not of \he nalure of investments. Provision for loss in ley ol shortage of cash and cash
2quivalents are made for, if any, in the value of such eazly and cash equivalents,

Share Capital

Share capital amount received in the form of cash and cash equivalent from Government of
Nepal are accounted as and when received. Such amount includes initial contribution made
by Government of Nepal. Eligible amaunts are capitalised as share capital such as interest
during construction period, grant amount received from Government of Nepal and on behalf
of Gevernment of Nepal as per tha decision of Government ol Nepal (Council of Ministers).
Share capital is accounted as share allotment suspense until reconciliation pending with
Government of Nepal and share allatment suspense presented under share capilal,

Reserves

Non-revenue nature income ere accounted directly to rescrves and surplus which includes
capital reserve, general reserve, insurance fund and corporate socis] respongibility fund.
Assets crealed by utilizing consumer contribution are recognised at pross value
corresponding amount is recognised as consumer contribution as reserve,

Corporaie Social Responsibility Fund

Corporate Social fund is created by setting aside one percent of net profits as per the provision
of [ndustrial Enterprises Act.

Insuranee Fund

Insurance fund is created by setting aside a sum ol Rs, 20 million every vear. in case of profit for the
year, (o cover any loss of property, plant and equipment, for any eventuality.

Provisian Employves’ Bonus

Provision for employees’ bonus is made al the rate of 2% of Net Prolits as per the provision of
Electricity Regulations, 2050.

Finanee Cost

Borrowings that are due aficr 12 months from the date of the financial position are classificd 4s non-
current linbilities and those less than 12 monihs are clgssified as current liabilities.
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Finance costs that are directly ﬂnributhtmctialt ol a qualilying assel are included in the
cost of that asset irrespective of the physical progress. Other borrowing costs are lremed as an
expense in the period in which it uccurs,

.16  Foreign Currency Loans

Linbilities on foreign currency loans at the year end are converted into Mepali Rupees by spplying
prevailing year-cnd exchange rates. The pain floss arising there from such transaction aee recognised
as prafic or loss.

1,17 Trade and Other Payables

Liabilities lor creditors and other payables are carried at cost which is the fair value of the

consideration |4 be paid in the future for the goods/services received, whether or not billed 1o the
MEA.

2,18  Provisions

Provisions are recopnised when the NEA has a present legal or cansiructive obligation as a result of
past events, it is probable that an outflow of resources embodying economic benefits will be required
to settle the phligation and the reliable eslimate ol the amoung can be made.

Recognition of Provisions involves substantial degree of estimation in measurement.  Provisions are
reviewed at each statement of financial position date and are adjusted lo relect the current best
gstimate.

2.19  LEmployce Benefits

a.  Employce beuefits, other than retirement benefits, are accounted for in the period during
which tha services have been rendered on accrual basis.
b. For Retirement Benelis Flans
s Defined Contribution Plang {such as Provident Fund, Revrement Fund and Insurance
Schemes) expenses are charged 1o income stalement on the basis of the ligbility
recognised {or the period.
s Defined Benefit Plans (such as Gratuity, Pension, Leave Encashmem and Medical
Benefits) expenses are charged to the income statement on the basis of management
astimate.

2.20 Grant-in-Aid, Contribution Trom CustomerfLocal Authority
Grants-in-Aid received from the GoN er other Agencics towards capital expenditure as well us

consumers’ contribution 1o capilal work are treated initially as Capilal Reserve and subsequently
adjusted as income in the same proportion as depreciation is charged an such 2ssets.

2,21 Contingent Assets and Liahilitics

Contingent assets and liabilities are disclosed in respect of possible present obligations thal have
arose from past events but their existence can only be confirmed un cecurrence or non-occurrence of
one or more uncerlain futnre events nol wholly within the cantrol of NEA and possibility of outllew
of resources is not delcrminable.

2.22  Revenue from Sale of Electricity

a. Revenue from sale of electricity is recognised at the time of raising bills o the costomers as
per the billing cycle. Revenue front the billing cycle date up 1o Ashad End (Mid-July) has

been recognised on cstimated basis. Revenue~from sale of eleciricily is shown net of rebate
amaunt,
) -
f‘éf@?’ fnG fx’”
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2.23

2,24

2.25

2.26

2.27

b. Rebate amount on paymen
for on cash basis.

Ineome from COther Sources

a. lnterest on loan investments and rental income are recognised on accrual basis,
k. Dividend on investment in shares is recognized when right to receive has been established.
C. Revenue from other services, including services provided by Engincering Scrvices, is

recopnised on cash basis.

d.  Penalty chargeable on late commercial operation date {COD) under power purchase agreement
(PPA) are accounted for on cash basjs.

Cost of Sales

Cost of Sales includes cost of peneration, power purchase, royalties (o Government of Nepal,
transmission and wheeling charges. Cost of generation includes cost directly attributable 1o
generation of eleciricity of NEA's power plants. Power purchase cost comprises power purchass
from independent power producers and power imports. Royalties to Goverament of Nepal accounted
as per the provisions ol Electricity Act and Regulations, Transmission and wheeling cost involves

cost that are directly atributable to transmission of pawer within NEA transmission networks and
wheeling charges for cross boarder power transmission,

Distribution Expenses

Distribution expenses includes cost (hat are attributable 1o distribution ol power & expenses relating
consumer services and expenses of community rural electrification expenses, Distribution expenses
includes maintenance ol low voltage transmission lines and syslein operation costs also.

Taxes

a. Curreni tax

Current Tax is determined as the amount of 1ax payable in respert of taxable income for the
vear considering the applicable provisions of Income Tax Aet,

b, Delerrad tax

Deferred tax is recognised on temporary difference, heing the difference between fax base of
assets and liability and carrying amount thereto. Where Urere is carry forward losses, delerred
tax asset are recognized only il there is viruz! certainty of realization of such assels. Other

deferred tax assels are recognised only to the extent there is reasonable certainty of realisation
in future.

Foreign Currency Transactions

The transactions in foreign currency are recognised at the prevailing rate on transaction date. The
balances of monetary assets and liabilitics in foreign currencies are translated al closing rate, The
resulting gain or loss due to the wanskation is iaken 10 statlement of Prolil or Loss,

b s 7
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Physical Verification of Freperty, Plont and Eguipment
The physical verification of' property, plant and

equipment is partislly cardied out by the majerity
budgel centres,

Title Deeds of Lemd

3ome title deeds of Jand Froperty, which had not been in NEA’s name, has been taken during the
year and recorded accordingly. Title deeds of some Jand properties still remained o be transferred
it NEA’s name, hawever al| such lands are recognised and shown in the financial statements.

Leased Small Hydro Power Units (YHP)
NEA has leased out some isplated SHP units to outside paries,

Capitaiization of completed works

During the FY 2073/74, Capital projects work in progress Rs 3,673.26 million was transferred 1o
Property, Plant & Equipment based upon the certificate of completion issted by the concerned
projects and budget centres. The balance represents the valug of the capital works in progress, not
yel compicted or yet to be transferred to Property. Plant & Equipment.

Impairment of PPE

Management is in the process ol implementing the detailed system fon assel management ingluding
identification of impairment of PPE. However, as an interim measure, based on the infirmation
available, management had in the previous period(s) writlen down PPE by Rs. 479.02 million as
impairment provision. This represents the value of assets last/destroyed/damaged completely ar

partially and whose economic value has cherefore reduced. No additional wrile down has been
recoghised in the current reporting period.

Capital Work in Progress

Management had in the previous period(s) provided Rs. 287.91 million in the value of CWIP for

possible impairment due to chsoloscence or otherwise. No additjomal wrile down has been
recognised in the current reporting period.

Share Investments

Details of NEA’s investments in share capital as at the end of FY 2073/74 are listed below:

Particulars Nu. of Shares Proportien of Rs. in Million
Ownership
Current | Previous | Current | Previous
Year Yeor Year Year
subsidiary
Chilime 20,222,077 (Including,
Hydropower 153.26.077 Bonus shares)
Company Lid. Equity Shares of Rs 100 51.00% | SLo0% | 489.60 4%9.6(
each fully paid up Market
price Rs, 798 per share
Lpper Tamakaoshi 43 419,000 equiry shares of Rs . .
H:!.r’:ﬁ:u Power Limited | |00 each I‘uJ]; Dﬂ'id up AT | W67 | 434190 | 434190
T:un.?lh.un Hydro Power | 26,455,884 equity shares @ Rs. 100% 160%% 2.645.50 | 1.565.20
Limited 180 each

NEA Engineering 76,500 equity shares (@ Rs. .
Co. Ltd. | (0 each Il — {{ ]

Ly,
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Nepal Power o
Teading Ca. Lid. | 0 each S1% 0.00 7.63 0.00
Joint Veniure
Power Trunsmission 2,000,000 equity shares of s . N
Company Mepal Lid, 100 each Fully paid up S ey 200.00 130.00
Associates
Sanjen Hydro Power | 3,781,430 cquity shares of
Lid, Q0 | i _
gﬂgﬂﬁmﬁ Rs each fully paid up 10% 6% 378,14 365.00
below)
salleri Chyalsa 28,756 Pref. shares of Rs
Electricity Co. Lid. | 1,000 each and 25,000 3554 25% 2901 2001
equicy shares of Rs 10 each
GMR Upper Karnali | 405,000 equity shares @ Ks.
Hydropower |00 each issped free of cost . .
Limited {Refer Ll 27% )
Mote: 2 below)
Rashuwagadhi 12,313,780 equity shares @
I P ) ' i
J&dfﬂc?bfg;f: , | [00each 18% | 18% | 123158 | 1,165.00
below)
Middle Bhotekooshi | 6,000,000 equity shares icd)
Eﬁ;‘:ﬁ‘;ﬁ}g“ Rs. 106 each 10% 10% | 600.00 | $570.00
Moter 4 below)
Trishuli Jal Bidhyut | 2,849,935 equity shares @ oL " .
Company Limted. Rs. 100 each 56.22% | 5622% | 284.99 249.99
Oiliers
Khumbn Bijuli Co. | 2,064,900 equity shares of o o 5
Pyt L, Rs 10 each fully rrard up 5% 15% 20.65 20.63
Nepal Engineering | 24,993 equity shares of Rz
Consultancy P. Ltd. | 100 each fuliy paidd up ) i 238 228
{ Reler Note: 5 = -
below)
Nepal Hydro Lab. 10,000 equity shares of Rs 5 ”
Pyt Lid, 100 fully paid e ol —
Butwal Power 191,225 equity shares
Company Lid. {including 31,120 bonus and
71,486 right shares) of Rs )
100 each fully paid up b £ ez el
{Market price Rs. 620 per
share) |
Cross Boarder 7,820,634 equily shares (@
Fower Transmission | Rs. 10 aach 10%% 14 78.21 6d [
Co, Limited
Electrigily 1,900,300 equity shares @@ o
Generation Co, Ltd. | Rs. 100 each i L e Ll
Betan Karnali 200,000 equity shares () Rs.
Sanchayakarta HEP | 100 each 1% 0,00 2040 .00
Co. Lid.

Mote; | [nvestments in Sanjen Hydropower Company Lid. is 10% by NEA and 38% by Chilime
Hydropower Company Lid. (CHCL) effective 20 38,

Mote: 2

GMR, 405,000 equity shares of Rs, 100/~ each (27% of the to1al
allotted to NEA as free equity,

Investments in Rasuwagadhi Hydropower Coq
CHCL cffective 34.83%

@ @% e

Muge Fol l4

ny Lid, is

Sl

Pursuant ta Memorandum of Understanding {MolU) between Governrnent of Mepal and

share capital) has been

18% by NEA and 313% by

o
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ydropower Company Lid, is 10% by NEA and 318%

Note: 5 As an the date of (he financial position, Nepal Engineering Consultancy Pvi. Lid. is under
liguidation. Therefore, management has provided for the diminution in the value of

NEA has maintained significani amount of loan investment in Upper Tamakoshi Hydropower
Company Limited & Power Transmission Company Nepal Ltd. Al the end of FY 2073/74, total loan
investment balance in such campanies stands Rs. 13,598.63 million.

Management lias provided {less) Rs. 331,38 million up o FY 207374 towards the possibility of
reduction in Net Realisable value of the inventery due to absolescence or otherwise

. )
Mate: 4 Investments in Middle Bl
By CHCL effective 23.38%.
investment made to nil value.
2.4 Investment io Loan
2.5 Inventory
Pravigion for obsolexcence in valne af imentory
26 Trade Receivables

2.7

2.8

19

Reconcifiation of Conswmers' Ledger with Controf Accownts

Receivables shown under the heading sundry debtors are subject w reconciliation andior
confirmation. In some collection centres, reconciliation of control accounts balances and custommer
accounts balances are wnder progress. The billing. collection and maintenance of conswmers®
accounts are being maintained in M-power software sysiem.

Recoverable from Streetlights

Street light dues from varicus Municipalities and Village Municipalities smaunting to Rs. 3,750.05
million is yet to be received.

fmpairment of Receivabies

As on the reporting dule, management has estimated Rs, 567 Miilion to be doubtful ol recovery and
the Trade Receivables have been wrilten down by the same amount. No additional provisions have
been estimated by the management in the corrent reporting period.

Claimy Recoverable

Claims recoverable include Rs. 279.65 inillion from Government of Nepal which is subject o

confirmation, The recoverable represents rate concessions and other subsidies provided to consumers
on behalf of Government of Nepal.

Cash in Transit

Cash in transit at the year end stands at Rs, §01.37 million {pravious year Rs, 273.24 willion) is yet
1o be seitled.

Specially Designated Bank Account

NEA has maintained special designaled bank accounts with certain banks amounting Rs, 1,157.12
million (LISE 11.25 million) at the end of (he financial vear 2073/74. These accounts are operated by
NEA for specific purpose governed by the lenns & conditions of World Bank sud Asian
Development Bank. Therefore, these accounts have not been ncorporated in the books of NE 4.

Borrowings

The borrowings held under non-current liabilities arc unsecured and are under subsidiary loan

agreement with Gevernment of Nepal, N/_Q
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NEA Finanetal Restructuring Proposal (FRP-I1)

Council of ministers, GoN, via ils cabinet deeision (cabinet meeling no. 11/074) dated 2074/02/09
had endorsed the New Fimancial Restructuring Proposal of NEA. Mujor decisions included
increasing authorized share capital to Rs. 125 billion from Rs. 50 billion, converting lorgipn grants
into share capital, reversal of Interpst Payable during the construction periad Into share capital lor
loan received from GoN, converting the power impart cost payabie (o Gol from Tanakpur point into
share capital, reducing interest rate from 8% to 5% for GoN funded loans and allowing NEA 1o

reverse share capitai into operating income which was previously reimbursed for import loss [rom
[ndia,

Accoerdingly, necessary accounting adjustments have becn made in the bauks which altected an
inerease in net equily capital by Rs. 12,376 miltion. conversion of long term borrowing inta equity
share and adjustments of accumulated loss and payable to GoN for power purchase from Tanakpur
point by Rs. 14.625, Rs, 5.207.18 and Rs. 2.946.27 million respectively. [nterest Payable during the

construriion peried stands Rs. 6,197 34 which is being identified for nppropeiate adjustments as per
the decision of Cabinet.

Similarly, intercst bearing loan received for rural electrification prajects have been convertad inio
share capital amounting to Rs. 5,577.88 millien. Conversion of loan amount ino share capital and

reduction of interest rate from 8% to 3% contributed interest cost saving by Rs, 2,265.83 million for
the current year.

Power Import Losses

NEA has made request to GoN, as per Rastriya Urja Sankat Nibarun Tatha Bidyuc Bikas Karya
Yojuna, 2072, for reinbursement of power import losses from India amounting 1o Rs. 3.263.76
million for the FY 2072/73 and Rs. 1.667.06 million far the FY 207374 which under consideration
of GoN, On teceipt of such amount, the accumulated loss will reduce by Rs. 3,263.76 million and an
increase in net profit by Rs. 1,667.06 million for the FY 207374,

Deferred Taxes

NEA had provided for Deferred Tax Liability of Rs. 693.20 willion in the year 2063/66 which is
being carried forward since, Furthermore NEA has been carrying forward unused taxs losses that can
be set off against future profit (if 2nv) for which NEA will have to tecopnise deferred lax assets in
the cument financial vear, Considering the trend of losses thal NEA has been bearing year on and
year of, it is not probable that future taxable profit will be available against which unused (ay losses
can be utilised. Therefore no deferred tax income has been recognised lor the pertod.

Index Loan to cammunity

Danish government had invested for reral electrification at Kailaili and Kanchanpur districts in the
last few years. Afler completion of the project, assets created were Iransferred to the loca
community through NEA.  As per the agreement with GoN, the cost of the project should be
recovered from the community by making an index loan, Accardingly, Consumers shall have to pay

instalment along with their monthly electric ity bill. The recaverable amount of index loan from (he
conmmumity as of 31/03/2074 is as under:

%\Wﬁ" YRR
PN Y R i

Community under NEA Distribution Centre Amount
(Is. in Million)
Mahendranagar 6408
Tikapur 73.80
Dhansgadhi 33.61
Total 171.4%
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Inter unit trunsactions (IUT) represents Rs. 21,236.10 million debil and Rs. 20,490,72 million credit
outstanding as at the date of financial position ieaving & net debil balance of Rs. 73938 million
{previous year net credit Rs. 398,54 million),

Inicr Unit Account

Revision of Retnil Tariff

During the year, Electricity Tariff Fixation Commiitee (ETFC), vide Meeting No, 108 daied

2073/03/16, has endorsed upward revision of retail consumer tartfl petition of NEA with effect from
2073 Shrawan,

Employce Benefits

In respect of the retirement benefit, NEA is liable 0 pay two types of benelits namely defined
contribution plan in the form of Employees® Provident Fund (EPF), insurance and defined benefit
plan in the form ol pension, gratuity, accumulated leave encashment and medieal expenses scheme.

Defined Contiribution Pian

The expense during the year pertaining to Provident Fund, Retirement Fund (employar's
contribution) and insurance schemes amounted to Rs. §37.37 million,

Retirement Benefits Plan Fund

NEA has established retirement benefits fund to the cployees wito appointed on or afier 2063
Shrawan | (17" July, 2006) urder defined contribution plan scheme. This fund has been approved by
the Inland Revenue Department. A sum o Rs, [0 million has been deposiied 10 setup the fund as
NEA's investment as per the requirement of prevailing [ncome Tax Act,

Defined Benefit Plan

NEA has made actoarial valuation up to the fiscal year 2470/71 for all defined benefit plans. Currant
year's entire liahilities of Rs. 2,066.35 million have been provided in the Income Stalement based on

the managemen) estimates. The movement of Defined Bencft Flan Liabilitics during the Financizal
Year 2073/74 is as under:

iRs. in Million}

Benelit Plan ]

Descriptian Pension Gratuity Leave Medical Total
{Jpening Liabilities 18,214.03 100.18 1,538.10 .307.15 2133946
Addition for the Year 1,703.78 26.91 141,00 194.66 2.066.135
Closing Liabilitics 19.917.81 127.09 1,679%.10 1,701.81 2342581

An amouni of Rs. [,694.76 miilion has been d

description of which iz under:

3efined Beneill Plan Assets

{Es. in Million)
Opening Assels I11}.0%
Addition during the year: 3004 N
Investment Returns 7779 I)<
Payments during the yeor .00
Closing Assels L4, 76

eposited with CIT as bencfit plan ussets. The

b gt X 0 T
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2.17  Contingent liabilitics
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Claims against NEA not acknowledged as debt

- Name of the [roject Amount {million} | Claim filed by
Kukkhani {ll Hydroclectric | Rs. 520.00 Sino Hydro Corporation®
Project
Rahughat Hydroeleciric | RS, 13.59 Lama Constriction
Project
Chapali 132 kV Substation | Rs. 400.00 M/S AIL-SYEC J¥, Nepal
Project
Others (Under litigation) RS, 293.60 Various Claims

USS 1.88

2.18 Capital Commitments

Major capital commitments against the ongaing construction project under different business groups
arg as foflows:

Business groups Name of ihe Project A".mfmts Committed to
{million)
Gencration Chameliva
- . ] =

Construction Hydroelectric Project Rs. 588.23 CGGE Company
Chameliya Rs. 2021 i .
Hydroelectric Project | US$4.13 KCHNP Consortium
Chameliva Rs. 52.96 . .
Hydroelectric Project | US$ 0,86 Various Parties
Kulckhani 11l Hydro | o 20,00 Sino Hydro Corporation
eleetric project
Kuiekhani Il Hydro | Rs, 320,00 Zhejiang Jinlun Electro
glectric project Mechanic Co. Lid

Kulekhani !l Hydro | Rs. 20.00

. . WAPCOS Lid., Indig
electric projeci

Nepal India Electricity
Transmission & Trade
Project (NIETTE)

Various Transmission | Bs. 3,200.00 .
arl . - Various Contracors
Prajects

Rahughat . Rs. 123.81 , .
I 1:# droclectric Project Various Contractor US$ 0.63 Yarious Contractors
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Tax Assessment

#z, ol
Ot s

During the year current tax expense is nil due (o taxable |oss, NI

seif-assessment procedure up lo Income yaar
206970 has been completed by Large Tax Fay
The stalus iz as follows:

wA hias filed income tax rewrn under
2072/073. The Tux assessment up to Income yaar

ers Office bul is pending Mnalisation due o appeals.

Particulars

Income Year

Ij:d

Status Remarls
Carcy forward loss allowed Rs, |
Under Administrative 1,643 million instead of Rs 35,247
!) L Ll
Review 061/62 | Not Concluded million and TRS dispute Re. 716
million.
Carry forwerd loss allowed R
Revenue  Tribunzl  hps | 1109 million instead of Ry, 4,640
) i Mnalised the appeal bgt | miltion and TDS dispute Rs. 761
Pending Revised . . - million
Assessment by LTO 062:63 revised assessment by Tax
Y Autharity still nol
completed,
Carmy forward ioss gllowed Rs
Revenue  Iribunal  has | 1,909 instead of Rs 2067 millian
=l ey 1 o TH
Pending Revised I'In.fhsed the appeal ‘hfut and TDS dispute Rs. 927 miilion
Assessment by LTO 06364 revised assessment by Tax
s Y Authority  still oo
complercd,
Carry forward loss aliowed Rs.
N 1.692 million instzad of Rs, 2,167
prder Administrative | 40065 | Not Concluded. miilion,
eview
Carry  forwerd |oss allowed Rs.
Reassessment issued 06366 Concluded 546 million instead of Rs. 5417
millipn.
Under administrative Carry forward loss allowed Rs,
review 066167 Review Pending 5,699 million inslead of Rs, 5992
millicn.
C Carry forward loss allowed Rs,
pnder administrative | 467168 | Review Pending 5.030 million instead of Rs. 5.369
million.
SN Towa] camry lorward losses allowed
Undet adminlstrative 068/65 | Review Pending Rs.10.562 million instead of Rs.
review P,
38,034 milliqn.
EE Toral carry forward losses allawed
rﬁﬁ: LLLANEICHIT: 06970 | Review Pending Rs.12,493,70 million instead ol Rs.
34.773.18 millien,
ST D;gi'.:;;o Assessment Pending Large Taxpayer OfTice, Laliipur

—

Nate: Ii addition 1o deposits for Hiling appeal, reviews ere., NEA has deposited Re.1 61136 wiffion

as defeenice Icome tas which i ver fo be senled
,%\m”“ : ,
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Prier Period Adjustment " e 5?
o
)
During the year a total of Rs 2343 an has been recopniscd as prior period expenses by giving
equity Ireatment (prewnua year Rs. 33.15 million as prior pericd income) due to errors and/ar

amission in preparation of financial statemanis on account of various incomefexpenses as slaed
Lnder;

. Amount {Rs.}

Particulars 2073474 2072473

Salarics & Wages 32,100,283.19 (94,210.97)

Administrative Expenses 33,039,208.86 492,311.67

Intevest & Other Income Adjustments 130,334,756.05 -

Excess/Short Booking of Revenue (3&{:'25!5?5‘833 {319,010,490.033

Repairs & Mainlenance 4.427.990 43 2,200,303.37
Depreciation 2,639,585.25 970,082 88
Siores - 485,478.00
Other Expenses 39,367,554.05 1,713,231.26
Tital 234,084,401.01 (33,147.302.82)

Related Party Disclosure

Foliowing is the list of the related parties as identified in accardance with Provisions of the Nepal
Accounting Standard- 24 on Relaied Party Disclasure:

Name of the relaied Natore of Teansaclion | Amoun (Hs Nature of Relationship
Purty during the vear Millien)

Chilime Hydropower . Subsidiary (NEA holds 51% of
Company Lid, HERG{RL i equity share Capital)
Trishuli Jal Bidyut Co, L I - Subsidiary (NEA holds 56.22 % of
Ld. Equily contribution 3500 paid up share capital)

i Upper Tamakoshi . Subsidiary (MEA holds 34,67 Y% of
Hydra Power Lid, Loan provided LIOZ30 | i up sirure copital}
Power Transmiszion Equity Contribution 70.00 Joinl veature company ( NEA holds
Company Nepal Lad. Loan provided 65,45 3% of equiny)
Tanahu Hydropower - . Tl s e | et idl o
Compaiy Lid, Equity contribution 1.080.39 Fully owned subsidiary
Rasuwagadhi . _— Associated Company (NEA halds
Hydrapower Co. Lig, Fquity centriburion e Jd_83% al equiry)

. . Avssocizled Company (MEA hokds
el lO i ] Equity coniribution 30.00 effectively 28.38% of squiky with
Hydropower Co. Lid CHECL)

Sanien |vd . Assaciated Company (NEA hodds
Laéum Faroperver L. Equity contribution 1314 effectively 29.38% ol cquity with
. CHECL)
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The guantitative details of electricity generation, purchase, sales, losses etc, are as follows:

o7

I 4

f ]

Particulnrs FY 207374 FY 207373
. NEA Generation (GWh) 230545 2.033.26
] IPP (G W_h] 1,777.24 £, 166.24
| [mport {GWh} 217504 L,777.68
] Available Energy (GWNh) 6,2537.73 507718
- Sales {3Wh) 4.776.53 3,718.97
= Adjustment for Sales/Uiilization (GWh) 4210 49,240
Tota) Energy Utilized (GWh) 4,824.72 3,768.22
o Loss {GWh) 1.433.01 1,308.96
{ Met System Losses {7a) 22.90% 15.78%
Mumber of Consumers 3,257 8512 2,969 376
Mumber of Employses 8,259 1.594

2.23  Subsequent Events

There has not been any significant reportable event after the reporting date, which requires be either
adjusting or disclosing,

]
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M. Lok Hari Luimel . Lekbanath Koirtla bir. Kul Man Ghising Mr. [swar Mepal
Ditector Deputy Managing Director Managing Dircetor Deputy Auditor General
— Accounts Departmenl Finance Directorate Member Secretary Office of the Auditor Gencral
Board of Directors

Boari of Directors

=t

~ -
Mr. Anup Kumar Upadhyay _ Mr. Shankar PrasadtAdhikari €A, Nanda Kishor Sharma
| Honourable Minister Secretary coretary Joint Auditor
Ministry of Energy, Water Minisiry of Energy, Water Ministey of Finance
] Resources and Irrigation Resources and lrigation Member
Chalrman hlember
i / (‘j]l}‘ /
" Mr. Chandra Tandon Mr. Unﬂ(:r:;d Thani Mr. Bhakta Bahadur Pun CA. Gyanandra Behadur Bhari
7 Member Member Member Joint Auditor
| i
E Mr, Chet Raj Joshi CA. Hem Kuopdar Kafle
Member Joint Auditor,
U Daie ZOFip- {9 T
U Place: Kathmandu
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