Audited Financial Statements

Project Number:40553-013
Loan /Grant: 2587/0182/0183
Period covered:16 July 2013- 17 July 2014

NEP: Energy Access and Efficiency Improvement Project
(EAEIP)

Prepared by Nepal Electricity Authority for the Asian Development Bank.

The audited financial statement are documents owned by the borrower. The views expressed
herein do not necessarily represents those of ADB’s Board of Director, Management or staff.
These documents are made publicly available in accordance with ADB’s Public Communication
Policy (2011).



D o i S

r'.
i

NEPAL ELECTRICITY AUTHORITY
(NEPAL GOVERNMENT UNDERTAKING)

{Incorporated under Nepal Electricity Act, 2041) -

FINANCIAL STATEMENTS
32 ASHADH, 2071 (16 JULY, 2014)

STATEMENT OF FINANCIAL POSITION
STATEMENT OF INCOME
STATEMENT OF CASH FLOW
STATEMENT OF CHANGES IN EQUITY
SIGNIFICANT ACCOUNTING POLICIES
AND
EXPLANATORY NOTES



By o e g o o e e e

=, &=

i

X W

T §

e o
Public Eafities Audit Directorate
Ref. No.: 20171 /?,3

%Eh | W 'mriﬂ'a— . 4262415
Office nghﬁAH&}%Of General Efﬁ.’i ----- [P 4262417

BT e W
gﬁﬁa? 4262381

mwﬁqgiiﬁﬂﬁﬁﬂ

A Fax: 877-1-4288300
Fax: OF7-142682748
Poxzl Box @ 13328

ST, T, A
Babar Manhal, Kathmandu, Nepal

1,

Date: November 4, 2015

Audit's Report e N
- T A5
The Chairman, ’ e e e b, et
, Nepat Electricity Authority, ; AT o I m
Ratospark, Kathmandu ds ﬁu """"""""" e .
| w3 0%l 99, | -
Report of the Annnal Fipancial Statemeizt Y (‘-’{lﬁ ‘Hﬂﬂ-\ 4%

~ 'We have audited the acoompenying Statement of Financial Position of Nepal Electricity
Authority (NEA), as at Ashad 32, 2071, (Tuly 16, 2014) and the Income Staternent,
Statement of Changes in Equity and Statement of Cash Flow for the year then ended, and a
summary of significant accounting policies and explanatory notes,

Management’s Respousibility for the Financlal Statements

Menagement is responsible for the preperation and fair presentation of these firancial
Statements in accordance with Nepal Accovnting Standards. This responsibility includes;
designing, implernenting and maintaining intemal control relevant to the preparation and
presentation of financial statements that are free from material misstatement, whether dus
to fraud ot erer; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor's Responsibility |

Our responsibility is to express an opinion on thess financial statements based on our

audit. We conducted our audit in accordance with Nepal Standands on Aunditing, Thoge

Standards require that we comply with ethical tequirements and plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audif evidence about the amounts and
disclosures in the financial statements. The procedures selected depended on our
professional judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud ot error. In making those risk Assessments,
we considered the internal control relevant to entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that were appropriate in the
circumstances, but not for the purpose of eXpressing an opinion on the entity’s internal
confrol. An audit also inchides evaluating the appropriateness of the accounting policies
used and the reasonableness of acconnting estimates made by the tnanagement, as well as
 evaiuating the overall presentation of the financial statements,
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4.1.4

4.1.5

4.1.6

We believe that our audit evidence we obtained is sufficient and apptopriate to provide a
basis for our opinion,

Basis for Qualified Opinfon
Property Plant and Equipment (PPE)
Veriflcation of PPE

NEA has not provided complete details as to cost, location, unit of measurement
ownership certificate and condition of the assets ammmting to Bs, 34,238, 72million
reported in financial statement.

Further, NEA has not carried out complete physical verification of Property, Plant and
Equipment to identify the exist=nce and condition of the assets. Hence, it could not be
verified whether the amount recognized in financial statements corresponds to the achzal
existence end condition of PPE.

Transfer & Adjustment

Net credit of Rs. 268.30 million has been shown under transfer/adjustment column of PPE
schedule as such that the net-effect of transfer/adjustiments within the budget centers
should have a nil halance. Further, depreciation on the aforesaid amount totaling net credit
of Rs. 932 millions also included under the transfer/adjustment column of depreciation,
This has resulted in understaternent of total PPE by Rs. 253.98 million.

Capitalization of Unidentified Assets

In the financial year 2003/04 (BS 2060/61) assets of Rs. 316.11 million was capitalised as
Property, Plant and Equipment under various class in bulk without identifying individual

. asset. Hence, we cannot comment upon existence and correctness of such assets and the

capitalisation,
Damaged Assets

Various agsets amounting to Rs.31.04 million that are not in active use/ or damaged or not

physically exist have been recorded under PPE., This has overstated PPE and onderstated
losses. -

Impairmentof PPE

__In prior years, NEA has made pravision of Rs. 479 02 million sgainst PPE-on ad-hoe-bagis—

Detail of such provision was not made available for our verification. Morzeover, NEA has
not done assessment of impaimment as requited by NAS-13 “Impaimment of Assets”,

Insurance of Assefs:

NEA has pollcy of meking apportionment of Rs. 20million st the end of each financial
Year to Insurance Reserve Fund, In prior year up to the financial year 2065/066,
apportionment to Insurance Reserve Fund was made irrespective of operation result but not
invested in plan assets, thereby exposing NEA assets against insurable risks.

However, apportionment of Rs, 20 million was discontinued from the financial year
2066/067 and decision of Mznagement was not provided for our verification.
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Capital Work Ip Progress (CWIF)
Physical Verification of CWIHP

NEA hes not cartied out physical verification of CWIP to identify the existence, location,
condition as per the financial administration by laws 2068, Thus, we could not verify the
total amount of Rs. 49,993.93 million net of provision recognised in the financial statement
as CWIP,

Imppirment of CWIF

Qut of total CWIP of Rs.47,281.84 million, NEA has carried forward 58 projects with Rs.
537,69 million since long time without any physical progress. ¥urther, aging detail of
projests with balance amount of Rs, 2,069.21 million was not made available.

Trial Balance of 112 profects with detail was not made available, out of which, 76 projects

had balance of Rs. 819.41 million but for the 36 remaining projects financial detuil is not
made available.

NEA has provided Rs, 287.91 million as provision for possibie losses of CWIP on ad-hoc
basis and detail was not made available,

However, NEA has not done assessment for impairment in compliance with NAS-18

“Impairment of Assets™,
Capitalization of CWIF

NEA capitalized CWTP of Rs.4,042.43 million as PPE, This amount has been taken as
balence figure from the PPE schedule instend of individually identifying them from CWIP
consolidated schedule for capitalization. Hence, the total amount capitalized during the
year and the amourtt shown under CWIP for the current year cammot be commented upen.

Capitalization of Administrative Cost to CWIP

NEA has charged administrative and central office overhead cost of Rs. 1,430.72million io
CWIF based on adopted accounting policy. CWIP included profects without any physical
progress amounting t0 Rs, 492.81million, Further Rs. 247.17 million of Administrativo
Overhead has been charged to capital work in progress, ’

NAS-16 “Property, Plant 5z Bquipment” allows capitalization of cost directly attributable

to bringing assets, to the location and condition necessary for it ta be capable of operating

i1 the manner intended by management but this NAS-16 also excludes administration and
other general ovethead costs from capitalization. Thus charging administrative and central
office over head cost to CWIP based on adopted accounting policy is not in line with NAS-
16 “Property, Plant & Equipment”,

Interest Capitalization

NEA has capitalised completed parts of the project assets amounting to Rs. 3,839.22
millicn while construction continues on other parts and completed parts are put to intended
use. However, interest is being charged to both sets of assets, that is Capital Assets and
CWIP. Thus, continually capitalization of interest costs on completed part of assets after
put to intended uso is not in {ine with NAS-8 “Borrowing Cost”,
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Further, NEA could not provide detail of interest so capitalised segregating between CWIP

and capital assets, thus impact of interest capitalised on Profit and Loss cannot be
commented upon.

Imventory

Verification of Inventtory

NEA has not carried out complete physical verification of Inventory to ilentify the
existence and condition of the assets, As result, it could not be verified whether the
amount recognized in the financial statements corresponds to its actual existence and

condition of inventory. The total inventory recognized in financial statements s Rs.
3.190.81 million.

Valnation of Inventory

NEA has valued inventory at cost and made provision of Rs. 331.38 million for loss and
absolescence of inventory singe long period on ad-hoc basis, Inventory identified as
obsolete/damaged, slow/non moving and shortage since long amounting to Rs, 258.25
miilion has been inchided under inventory itemns. Thus, inventory valuation policy adopied
by NEA is not in line with NAS—4 “Inventory”.

Trade Receivables

Receivable Outstanding

Receivable of Rs. 9,015.61 million outstanding as at the yearend (net of doubtful
receivables of Rs. 218.19 million), have not been analyzed for their recoverability,
Quantification of the doubtful receivables that have been netted off lacks specific basis.

Advance revenue of Rs, 36.07 million received from customers has been netted-off againsi
receivable outstanding,

Further, NEA has provided Rs. 567.00 millian in addition for doubtful receivables on ad-

hog basis. In absence of proper analysis of recoverability, the adequacy and reasonzblenass
of such provisions could not be commented Upon.

Reconciliation of Receivabis )

Differences were noted in the outstanding irade debtors’ balance as per accounting recards
(CAIS) and as per revemue records amounting to Rs, 261 illi

reconciliation of the consurer ledger and general ledger has not been carried out by NEA.

Due te lack of accurate dats from the customer ledger the difference on such balance couid
not be verified,

Impairment of Trade Debtors

NEA has receivable of Rs. 432.35million from blacklisted customer with doubtfirl
recoverability. Moteover, NEA has not done assessment of impairment as required by
NAS-18 “Irnpairment of Assets”.

Prepaid, Advances, Loang and Deposits

Provision for Loans & Advances

Qut of total Prepaid, Advances, Loans and Deposits Rs, 3,733.36 million, NEA has made
provision of Rs, 88.65 miltion on ad-hoc basis. This provision has been carried forward
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from previcus year without reassessment of recoverability of the said accounts. Further,
advances to various pariies amounting to Rs. 304.83 million were pending since long
period, recoverahility of such amount is doubtful.

MNeiting of Advances

Loans and Advances have been netted off with credit balances of Rs. 247.62 million
resulting in understatement of loans and advances by the same amount which is not in {ine
with NAS-1.

Claims on Goverament

Claims amounling to Rs. 127.05 million and Rs. 36.73 million recoverable from
Government of Nepal and others respectively have not been confirmed by the concerned
parties.

Cash and Cash Equivalent

Out of total bank balance of Rs. 5,198.35 million as per financial statements, the bank
reconcilistion and balance statement of Rs.3,835.78 milllon {ledger balance} were only
available for review, Even on the reconciliation statcment, there are long pending balances,
which are unidentifiable and unadjusted.

Share Capital

The government confirmation for the amount of Share Capital of Rs. 37,364.91 mullion
shown by NEA has not been obtained. Further, addition of Rs. 7,145.34 million made
dnring the review period to share allotment suspense account has not been reconciled with
Financial Comptroller Generz]l Office (FCGO),

.Capital Reserve

As per NEA accounting policy, contributions received from consumers for instellation/
commissioning of PPE are to be shown as Capital Reserve and should be subsequently
adjusted 2s income in the same proportion as the depreciation charged on the assets
acquired cut of the grants/consumet contribution. However, no such effect has been given
in the fipancial statements and the details of assets acquited out of grantconsumier
contribution are also not available.

Borrowing
Confirmation of Borrowings

The tota! outstanding non-current borrowings amounting to Rs. 82,691.67 million cannot
be confirmed in the sbsence of lpan documents, reconciliation and confirmation from
lending agencies upon request.

Taterest Exu]enses-

NEA has recognized interest expenses on reduced principal amount based on repaymient
schedule agreed with the Government of Nepal, where repayment of government loan has
ceased from 2008 and earlier. Thus, interest expenses are understated and ws canpot
comment upon extent of underestimation of interest expenses in the absence of
reconciliation of loan amount and computation of interest expenses on accrual basis.
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4923 Creditors & Payables

NEA has not ascertained the true status of sundry creditors and other payables amouming
to Es. 37,637.22million, The impact on the financial statements for any adjustments that
may be required could not be quantified. Further, sundry creditors includes inter-unft
transactions amounting to Rs. 1,034.05 miltion debit balance (previous year Rs. 214.66

million debit balance) resuliing the understatement of sundry creditors and other payables
by the same amournt,

4,10 Inter — Unit Account

Inter-unit account has net debit balance of Rs. 1,034.05 million debit balance (net of debit
balance of Rs.7,100.92 million and credit balance of Rs, 6,066.87 miflion) at the year-end.
Amounts in this account have been accumulated sifice many years and varioys departments
appear to be using this account as residual sccount for parking items pending
reconciliation. We consider this s an area, which should be focused by the management
with seriousness. Pending clearance of this acoount with systematic reconciliation, it is

difficult to rule out impact on various other head of statement of Financial Position and
Income Statement,

Moreover, current state of inter-unit account reconciliation seriously undermined the
internal control system and thereby enhances the probability of misappropriation.

411  Income Tax Liability
NEA has no income tax liability under Section 3 of Income Tax Act &5 It has reported hyge

loss in fts Income Statement for the audit period. However, NEA has not calculated fee
under Section 117, which has resulted in understatement of loss in the income statement.

432  Property Tax

NEA has not made accrual provision for Property tax since the financial year 2066/67 and

provision of Rs. 46.81 million made prior to financial year 2065/66 has not been deposticd
up to the andit period.

4.13 Reverpe
4.13.1  Bales Revenue
Differences were noted in the amount of revenue reported as per acconnting records and as

Perrevenne revords; "Conipléfe Teconciliations of the accoumting records and revenue

records have not been carried out. The amowunt of whih could not be quantified dus to lack
of details,

4.13.2  Neiting off of Cast against Revenne

Sale of electricity goods amounting to Rs, 43.73 million has beey, accounted on net basis
ie. sale price less cost, resulting the \mderstatement ‘of revenue and cost. We were not
provided the detail of cost price and selling price of such electricity poods hence, we
cannot quantify the impact on Income Statement,

4133  Royalty

NEA has used average tariff rate of Rs.5.41per Kwh for royalty peyment of Rs. 883.67
million which has expired an 2065/2/21. The basis on which the current average tate has
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been arrived was not available for verification to assess the conformity to the requirement
of Electricity Act, 2049

Power Parchase Agreement

Out of 197.07 million units received from Tanakpur India, 70 million unijts of clectricity
wete received on behalf of Nepal Govemtnent was paid at the rate of Rs.4.75 per unit
amounting to Rs. 332.5 wmillion. The rates agreed had expited in financial year 2067/68 and
10 new rate has been agreed or fixed.

Government Grant

During the Financizl Year NEA has purchased energy of Rs.7,689.94 million from India
(except through Tanakpur), and sold that energy for Rs. 5.957.59 by incurring loss of
R3.1,732.35 million. Nepal Government has provided subsidy of Rs.959.76 million to
cover for that loss but the subsidy was made available as Share Capital. Accordingly, NEA
has recognized this as Share Capital, which has overstated the loss for the year, thus not in
line with the NAS 10 “Government Grant",

Contingent Liabilities & Contingent Assets

NEA has not providod the detafl of pending legal cases, cases filed by it or against .
Hence, we are not able to assess compliance with the requirement of NAS-[2 *Provisions,
Contingent Liabilities and Contingent Assets”, '

Evenis occarring after Balance Sheet Date

As per Electricity — Post Disaster Need Assessment Report dated June 4%, 2015 conducted
under the leadership of Ministry of Energy, the physical damage of NEA’s Assels was
assessed at US$ 32,53 million (equivalent to NPR 3119.63 million at exchange rate of Rs.
95.90 as at reporting dato)

Dthers

In the absence of complets details received from the wnits not visited by us, it is not
possible for us 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
incarporated in the accounts on the basis of management representation,

‘Mamgement LEter A separate Managemem Lotter consisting of additional audit

observations and recommendation on weaknesses of internal control systeml has been
issued to the management along with this report for improvement,

Opinion

In our apinion, except for the effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of Nepal Electricity Authority (NEA) as at Ashad 32, 2071 (July, 16,

2014), and the results of operations and its cash flows for the year then ended
accordance with the attached Notes to Accounts.
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Non- Currest Assetn
Property, Plant & Equipment
Capital Work in Progress
Invesiments
Total Nom-Current dssets

Current Avavs
Invenioriey
Trade Recefvablzs
Cash and Cash Equivalents
Prepaid, Advances, Loans atud Deposits
Tetal Corrent Anseis
Total Aspets

Equity and Lighilities
Capital and Reserves
Shsre Capital
Resecves snd Accunmlated Profits
Total Equity

Non-Cuyroni LEabilities
Bortowings
Dicferrsd Tex Linbilities
Total Non-Carrent Tiabilities

Current Linbikitla

Buorrowings
Smndey Creditors and Other Peyabiles
Provislons
Total Current Liabilities
Totel Liabilitiy
Total Equity & Lisbikifies

=1 R

10

]
11

ad 32, 2071

84,238,718,393.22
45,993,932,150.39
12,288, 260.635.46

143,520,911,179.07

2,855,438,335.31
9,015,613,527,00
6,121,571,198.17
3,644,704,308 70
21441,327,269.18

I 344825

44,510,746 887.41
{18,330,056,851.09)
26,180,689,996,32

§2,691,669 468,01
693,204,887.00

53,384,974,355.01

00,000,000, 00
V637 219.260.52
17,250,454, 835 .00
55,596,674,096.92

138981 £4%,451.03

Iﬂ.lﬂ&#&ﬁ

(Figures in Ropees)
Ashad 31, 207

£3,873,472.401.33
39,843,171,150,72

6.807,563,124.45
130,524,206.576.58

3,043,015,113.48
7,030,028,863.19
4. 714,983,106 95
3,300,573, 740,47
15,985,680,924,09
149,512 807,540564

37,364,905,655.11
(11,516,755,094.85)

25.848,1 50,360,586

75,034,888,443 57
693,204, 887.00

75,729,093.330.57

1,280,000,000.00
3301921733621
13,717,345,375.00

47,336,563,600.21

Member

Mﬂlﬂ.‘b‘tr H‘\-.._.f
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Sales
Cost of Salea:

Cenemiton, Tramsmissien & Power Purchags ste.

Gross profit

(Mher Income

Disiribution Expenses
Acdministrative Expetaes

Tnberest

Depregiation

Gain'{l.oze) o Foteign Bachanpn

Provision mider Employecs' Benefits Plan

Met Profit{Lass) before Tax

Scheduls 19 to 17 foon an Integral part of this Ststerpent

{Figuras in Rupees)
Sehodulp Thb Year Digvigus Yexr

13 28.205,695,691.71 25,354.626,817.73
14 (20,336,155, 75975 (16,324,404,690.73)
7,869,539,931.98 8,830,222, 127.00

15 2,156,501,932.66 1,868.375.019.61
16 (4,575,145,046.45) (4,087,975 475 46)
17 {1,239,189,683.75) {1,287,103,455.42)
(4,234,505,161.33) (4,03,655,282.94)
(3,296,619,769.67) (3,228 685,177.01)

52,767,116.87 652,142,307.91
(3,542,108,463.00) (2,112,735,732.81)
(6,805.359,142.6T)

Laxinat Prasad Agrawal

Menzging Dirsctor
Memher Secretary

Secreary
Ministry of Finsnce
Membuy B
Santogh loestha——————
Membir %/
£

q{'\
Mengj Kumar htishm
Member
Member
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For the year ended July 16, 2014 (Ashad 32, 2071)

A. Cast Flows from Operating Activities:

1. Net Profit/{Loms) Before Trxea

Add: Adjysiment fors

Intzreat on Loans

Depresistion on Property, Plant & Equipmeni

Prior Year's Income/(Expense}

Staff Loan and Property, Plant & Equiptent Weitten off
Bad Debt Wrinen QfF

Loss on Stock

Prior Years Admtmm Expenses

Loss/{Gain) on Forsipn Exchange

Provision for Gratuity

Frovision for Pension

Provision for Accumulated Leeve & Medical Faeflities
Intarest ot Deposits

Dividend Income

2.Cagh Flows from Operation before Working Capiial
Changes

fus T Worki nged

Dorease/{Tnereasz) in Frventores
Detrcase/(Tnoredss) in Acvounts Recejvable
Decreaseffincrease]) in Loan & Advenaes
Increasef{Decrease} in Current Habilities
Cash Cenereted feom Qpersting

Payment of {ntarest on Loans

Net Cash Flows froms Operating Activities

"

I
e

{Figures ia Fupees)

This Yenr Preyioas Year
(6,808,359,142.67) L (AA541590831)
4,234 505, 161,33 4,039,655282,94
3,296,619, 759,67 3,28 68537101

485,992,488 .49 34.216,344.83
1,386,780.1% 2,653,875,31

&5,000.00 591100

100,034.91 2251, 14937

389,490.73 137.818.53

(52,767,116.87) (652,142,307.91) -
8,509,012 .00 (80,274,531.85)
3,424,695,748.00 1,852,057,884,82
108,903,703.00 344,093 524,79
(473,045 575 40) (207,185,344.2'?]
(73,215,882.00) (122,632,725.00)
4,154,879,480.42 5076423,903.04
183,476,741.26 (11,440,975.81)
{1,085 649 553 5 1} (1.237,175435.58)
(347,517,157 44) 9,416,204 30
37045811227 (2.323,284,353.07;
3,284,644,414.68 3423939, 344,71
{1,177,681,520.92) (134,241, 728.51)
2,106,%62,393.76 2,289,697.616.20

- o
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{Figures in Rupees)
This Yoar Previpys Yo
B Fta A
Interost on Doposits 473,945,575.40 207,185,344, 27
Dividend Invome 73,215.88200 122,632,725.00
Net Additions ta Praperty, Plant & Emipnricnt (3,658.570.217.906) (1,641,581,763.84)
Additiens Capltal Work in Prograsy . {7.150,760,995,67) {9.937,723,101.08
Addition. o Irvestment (5,480,697,511.01) (1,758,194,454.56)
Net Cash Flows from Investing Activities (15,742,876,271.24) {13,007,381,2%0,21)
ash ing Agti

Increnss in Share Capital 1,145,841 23], 70 5,042 457 496,58
Increase (Docreass) in Consmmear Contribotion 185,592 104,53 15,384, 764,50
Lomg- Tesn Borrowing 1.705,348,141.31 6,777.833,319.71
et Cash Flows from Finaneing Activites 15,042,501,768. 70 12,735,695 560,80
Net Change in Cash (A+B+C) 1,406,588,091.22 2,017,501,946.58
Tush and Cl.sthuiﬂlamiatﬂuBngiming of ths Yeor 4,714,983,106.95 2,697.481,160,06
Cush and Cash Equivalent at the End of the Year 6,121,571,198.17

Parmer, SR, Pandey & Co.
Chertered Aceountants

Radhe Kuiveri Gyawali Suman Prasad Sharma
Honormble Minister Secretaty
Ministry of Energy Ministry of Finance
Chairman Member
m Kshatri Santosh Wi
Sectatary Membey
Ministry of Eoesgy . \_/
‘,{i’:
Manej Eymar Mishrs
Member
\1
j Lasnichh
Soms Lamletta £
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Schednles forming partvfthe fnanelal statements
For the year ended July 16, 2014 (Ashad 32, 2071)
(Figures in Rupet
Aghed 33, 2071 Ashad 31, 20
Schedule 2: Capital Weork in Progress
Opening Relance 40,131,082.800.93 30,193,359,699.85
Additions during the Year 2.049,634,093.48 10,349,748, 414,91
Advancs ip Suppliers 2,143,556,625.11 1,299,695,924.00
Less: Capitajized during the ¥ egr {4,642,429,'?13.92} 47,281,243,300.50 [l,'?II,TZLZSB.‘H} 4#,131,082.309.93
Lass: Provision for Obsolescence {28791 1,650.21) [28’?,911,63!].21]
Total 46,993,932, {5039
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Schedules forming partePii¢ inancial statements

:g For the year ended July 16, 2014 (Ashad 32, 2071)
= (Figures in Rupess}
E Ashad 32,2071 Ashad 3§, 2070
. Schedule 3: [hvestmsnts
} Séiures in Unlisted Companies
- {i Mepal Engineering Conrultency Services T'et, Ltd. 2,.277.000.00 2,277,000.00
3 (ify Kbumaby Bifulise Co, Pvt. Lid 20,649,000.00 20,649,000.00
. {li7) Salleri Chyalsa Hydre Eieetric Co, 14d, 11,627,000.00 11,627,000.00
{1v) \Ipper Tamakoshi Hydro Power Ltd (NEA'S Subsidiary ) 4,341,900,000,00 4,341,900,000.00
}J (+) Nepal Hydro Leb Pye, Lid, 1,000,000.00 1,000,000,00
vi) Powrer Transmission Company Nepal Lid. 183,135,624.04 5,000,000.90
B i) Sanjen Hydro Power Campany Lid. 291,337,300.06 141,337,300.00
.J ] wiii} GMR Upper Earnali Hydropewer Limited -
i) Rashuwagadhi Hydro Power Compasy Limited 180,099,063.57 10,059,063.57
ﬂJ ) Trishwli jal Bidhywt Co. Limited 206,993,542.51 10,000,000.90
i) Middle Bhotekoshi Hydropawer Co. Limited 240,000,500.00 30,000,000.00
I— x4} Tanahun Hydropowe Limited (NEA's Subsidiary ) $40,805,53¢.23 813,400,470,06
L‘J xiii) Cross Boarder Power Transmissior Co. Limied M),828.423.82 30,229.231.00
E E Share in Listed Companies
J (i) Chilime Hydropawer Company Ltd (NEA's Subsidiacy) 489,600,000.00 489,600,000.00
- (if) Butwal Power Company Ltd. 16,010,500.00 8,361,990,00
'I'J Diher Investment
" (1) Investment in Upper Temaknehi Hydropowee Co. Litd, (Loan) 4. 257 59719,470.08 -
i (i} Deposits in Citizen Investment Trust for Gratuity and Pension 1,065,244,170.19 $83,890,159.82
’ (i) Retirernent Fund 10,000,000.00 10,600,000.00
”' Sub-Total 12,290,537,635.46 5,509,840,124.45
Sl Less: Provigion for Bimbmstioor - the Valmeof- Shares. - TIr7 CAZT7,000.00)
» Totat 12,288,260,635.46 6,807,563,124.4%
- Schedube 4: Inventorles N
”J Stores, Spares and Consumebies 3,190,814,229.85 3,374,391,008.03
- Less: Provision far Loss and Obsalescence (331,475.894.55) (331,375,804.55)
_ Totsl 2,589,435,335.31 3,043,015,113.45
J e ——— — ==
- Schadule §: Trads Recetvables
_Jl Susdry Debtars - Unsecured 9,122,211,588.86 7.998,130,493.63
460,401,938, 14 498,898,359.56
9,582,613,537.00 8,497,028,863,19
(567,000,000.00) {567,000,000.00)
9,013,613.527.00 7936 19
I|,.'-"
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Nepal Elgs fhority
(incorporsted under Neggl EReWiRg [apthority Act, 2041)
Schedules forming iTanncial statementy
For the yoar ended July 14, lﬂlf-t {Ashad 32, 2071)
{Figures in Rupees)
Ashing 32, 371 Ashad 31, 2070
Schedule §: Cash and Cash Equlvalents
Cashfcheques in Band 57700124 1,105, 78792
Cagh-in- Tramsit G938.034,042 53 1,245, 334,245.05
Cush 6t Banle
i Current Aceounts 2,319,312,675.33 2,062684,843.73
in Cal! Deposit Acoont 2879,037,932.57 5,198,350 608 00 "1,441,287,684.25 1,305,942,527.98
Sulk-Totw) 6,156, 961,652.17 4,750,373,560.95
Less: Provision for Loss in Lisu of Shortage . (35,390,454.00) {35.390,454.00%
Total h,12 194.17 4,714 06,35
Schadule 7; Frepaid, Advences, Loans and Deposita
Loane and Advances
Staf Lang §57,160,935.67 . 54,527 210,57
Advances to Staffy 21,150,818.55 &74,311,754.22 22.064,512.33 526,591,722 90
Tredef Seourity Deposits _ 155,924,257.25 226,024,721,62
Advance to Suppliers and Others 1,135,170,366.1% 208,298.933.53
Advaticn Incone Tax LIEF2T2,824.00 1,264,672,418.35
Rotoversble from Tpper Tanmkoshl va
Hydiopawer Ltd, 21419,129.64 21419,129.64
Clpimms Recvverable
—From Mepal Govt: - ————  ——— 137660808 — B { . i+ ) R
From Others 36,725.890.59 163,772,5%6.87 40.210,643.10 170,733,533 .80
Index Loan 171,485, 850,03 171,485, 830,03
Sub -Total 3,733,356,778.00 3,799,226,300.77
Less: Provision for Doubtful Advanses [Sk,ﬁﬂ.iﬁgjﬂ} (35,651,5159 30}
'.J'I] 3
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Schadule 8: Share Capltal

Anthorized

Schedules forming pariiReiE
For the year ended July 16, 2014 (Ashad 32, 2071)

Ashed 32, 2071

{500,000,000 Ordinary Shares of Rz, [0 ench) 30,000, 00(,000.00

Issped and paid up
Opcaing Paid-up Cepital
Addition during the Year
Total '

Suh -Tokal

Share Alloiment Suspennp
Balanes s 6t 1st Skrawan, 2070
Addition furing the Yeor FY 20007071
ILess: Transfer to Sharo Caprital
Swb -Taral

Tatel

37,264,905,655.71

37.364.905,655.71

1,145,841, 25170

Schedule 9: Roperve and Accisnirlated Profita

Reservex

Capltal ceserve

Consimer Cm
Capital Gttt

Genersl Reserve

Insurencs Fumd

Sub-Total

Accumulated Profitai(Loses)
Balanca 23 5t Shrawen I, 2070

1,309,318,055.49
159,157,151,25

(13,238,171,275.43)

Adjustmest for Change in Asgounting Poltcy
and Ernors

ProftiLass) as Per Incomve Statement
Total

Sub-Total

I7,064,905,658.711

7,245.841,231.7%

#1,510,746,597.41

1,468,495,407.74
20,033,168.53
360,000,000.00

1,908,529,576.2"

{192,055,049.263
(6,808,359,142.67)

{20,39,583,467.36)

(20,238,585 467.36)

ﬂ&saﬂ.usi,m.m;

{Figures in Rupees)
Askad 31, 2070
X0,800,000,000.00
31.404,210,851.84
5,960,604,801.87
3T, 364.905,655.11
37,364,905,655.71
18,227,305,29
5.942,467,49%6.98
(5.960,694,501.87)
364, 95655.71 ©
1,278.916,288 32
298701484 1,281,903,303.16
T S512,BT142
350,000,000.00
1,721,416,180.58
__(8,866,971,711.94)
34,216,1494.83
(3,405,415,508.32}
{13,238,171,275.43)
(13,238,171,27% 43}
(11,516,755,094.8%)
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Nepal &g . y Authority
(Incorporated undey Nerzifiiidity Autharity Act, 2041)

LR ¢ fimameinl statements

Schedules forming
For the year onded July 16, 2014 (Ashad 32, 2071)
(Figumes in Rupees)
Ashad 32, 2073 Aghad 32, 2070
Schedulz 10 : Borrowings
Mon- Currant
Under the Subsidiary Loan Agreement with Covernment of Nepal
Asian Development Bank 17,578,744,327.34 15,890,626,302.00
French Loan 418,178,141.22 418,178,141.23
Kfw Genman Loan 14,624,814,775.61 14,624,814,775.61
Nepal Government Loan - Local Soures 14,197,959,015.70 10,265,247,813,71
World Bank
" Muhilateral 3,043,967,196.75 3,043,967,195,75
IDA 11,221,523,687.89 5,707,018,725.37
IBIC - Japan Losn 12,118,938,547.67 12,171,479,888.61
Nordic Development Fund Logn 1,051,144,696.86 1,051,144,696.86
OFEC Loan 460,370,725,14 460,370,725.14
Exim Bank :
Karesn Goventment 3.589,528,034,36 3,565,261,222.75
China Govermmen: 3,578,608 87195 3,183,852 448,02
Indien Governmeqt 207,890,347.51 632.926,306.62
Total B2,691,669,468.01 75,034,888,443.57
Current
Against Corporate Goarnutten e
Hanks and Financtal institutions 700,000,000.00 1,200.900,000.00
Tetal TO0,000,009,00 ljﬂﬂmﬂm
: M Y ha @1/
-t"f-“
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Apthority
mn iy | Autharity Act, 2041)

For the year ended Jufy 16, 2014 (Ashad 32, 2071)

(Figures in Rpecs)
Ashad 32, 207] 2 970
Schedule 11: Sundry Creditors and Other Payablos
Creditars for Power Purchase 3,733,450,570.00 3,377,879,538.51
Dreposit from Customers 721,920,181.54 639,691,212.39
Other Deposits 220939832854 Z488.312,659,83
Creditors for Goods 505,752,237.20 422.319.396.05
Other Creditots 684,731,110.46 572,758,785.01
Intotest During Construction Period 1,924,323,976.41 1,115,795,525.32
Liabilitles to Employees 80,755,081.48 £5,391,752,16
Audlt Fee Payable 2,418,200.00 1,882,000.00
Property Tax Payeble 46,811,311.46 46,811,311.46
Royalty Payable 45,152,360.00 36,485,100,00
Interest Payable to Government of Nepal 28,463,169,282.84 24,794,622.370.40
Inter Unit Transactions {1,034,052,177.34) (214,658,213.73)
Othet Payables 168,803,841.13 121,925,758.81
Total 31,6;?,219,2@.92 1,010.217,236.21
Schedule 12: Provisions

Gratuity 79,055,085.00 70,546,073.00
Pension 14,806,468,307.00 11,381,772,559.00
Medical 1,117,830,794.00 1,319,704,895.00
Acoumtlative Leave 1,256,100,650.00 945,322,846.00
17,259,454 83600 13,717,346,373.00




I

Schedule 13: Salos

e of
Domestic
Commercia)
Noti-commercial
Industrial
Temples
Street Lights
Water Supply & Itrigation
Transpnﬁ
Temporary Supply
Exports to India
Commuanity Sale
Electricity Misuse

Less: Rebate

e fimameial statements
For the year endad .T1.113r 16, 2014 (Ashad 32, 2071%

(Figuras in Rupees)

This Vegr Brevinmg Year
12,622,114,331.57 11,247,769.334 25
3,359,685,961 41 2,994,001,049.98
1,486,625,040.39 1,355,164,199.97
9,844,176,137.61 8,885,214,576.87
26,339,762.86 23.664,227.8%
601,837,217.41 582,699,355.50
418,202,319.05 389,343,040.08
19,316,225.50 39,534,432.21
23,073,985.95 24,476,117.20
30,903,868.98 32,218,369.29
334,935,574.90 301,980,743.13
28,787,210,427.63 25,875,459,446.40
581,514,735.92 520,832,628.67
28,205,695,691.71 15,354,626,817.73
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For the year ended Iuly 16, 2(114 {Ashad 32, 2071)

Schedule 14: Cost of Gensration, Transmission and Power Purchass oic.

A Generstion
Staff Cost
Staff Welfare

Terminal Banefits
Fuel - Generation
Mobil-Generation
Spare Parts- Oparations

Loose Tools

Water & Electricity
Consultancy Expensss

Other Services

Repairs & Maintenancs
Vehicle Expenses
Adininistrative Expensas

B Power Porchase
Internal (Nepal)
External {India}
Sub- Total

Sub - Total

C Royalty to Government of Nepal

D Transmission

Staff Cost I
Staff Welfare -
Terminal Benefits
Stores & Services
Repairs & Maintenance
Vehicle Expenses
Adnvinistrative Expenses
Sub - Total
Total (A-+B+C+D)

(Figures in Rupees)
This Wear Previong Year
554,745,350.67 481,161.208.04
19,792,351.58 16,941,106.07
71,566,093.29 58,004,105.43
279,622,966.11 437,276,431.65
7,456,048.02 20,263,363.59
93,812,070.50 §2,384,044.79
393,518.49 218,205.71
12,391,470.66 4,519,006.17
1,626,070.00 -

. 24,835,008.91 23,188.937.87
747,882,664.12 414,379,875.50
46,753,758.40 50,895,483.21
25,632,408.02 34,653,142.89

1,886,509,779.17 1,613,884,910.92

8,976,578,035.53 7,891,132,454,18
8,064,950,484.91 5,681,331,784.63
17,041,528,520,44 13,572,464,238.81
888,667,260.00 __ 890,4%1,250,00
1

1288,200,301.83 —--259,676.054.64
12,204,150.00 10,157,020.63
24,744,723.78 12,465,644.70
18,481,236.56 16,258,676.36
136,037,107.39 104,013,739.84
14,238,328.94 17,301,200.92
15,533,351.62 17.651,953.83
519,450,200.12 437,564,291.00
20,336,155,7%9.73 16,524,404,690.73

Mﬁ
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For the year ended Jui:} 16, 21114 (ﬁahad 12, 2071)

{Figures in Rupess)
Ihis Year Erévious Year
Schedule 458: Other [ncomea .
Sale of Eleatticity Goods 43.733,716.05 42.319,858.42
Surcherge for Defayed Payment 923,229.143.66 358.009.884.28
Penalty on Power Pirchasze 09,485,654 35 80,622,790,61
Incoms from Lease Rent, 2,383,726.14 3,459,34.08
Interest Income 473,945,575 40 207,185,344, 27
Dividend Incoms 73,215,882.00 122,632,725.00
Income from Other Services 94,789,393, 13 12697240, 72
Migcellmeous Income 445,118,641 .83 417,272 572.63
Total z,xw,m.ﬁﬁ 1,868,375,019.61
Schedule 16 : Distribution Expenses
Staff Cost 2.356,878.552.81 2,054.315,695,71
Staff ‘Welfars 109.286,718.25 B8,.903,188.57
Terminal Benefits 400,904,437.29 321,045,732.54
Stores & Services 193,671,183.66 174,74%,020.05
Repairs & Maintenanca 986,444,744 20 939,539,941 65
Vehicle Expensey 230,120,450.41 223,544 003,77
Adminiztrative Expenses 297,838,989 83 286,870 893,17
Totzl 4,57%,145,046.4% 4,087,975.475.45
Schedule 17
Geners] Administrative Expenses
A, Engineering
Staff Cost 94,336,032.51 82,376,324.42
Staff Weifare 5,009.927.40 4,047 25§93
Terminal Benofits 15,839 376,91 T116,267.04
Storss & Sarvices 3,774,524 67 5,210,211.44
Repairs & Maintenance 25,580,490.10 33.579,600.75
Yehicle Expenses e 917744884 = 00000 076269737
- Administrative Expenses 9.145,717.72 8,226,730.24
Sgb- Tetal 162,863, 718.24 151,239,090, 6%
B. Treining Center
Staff Cost 14,808,905.32 12,929,696.46
Seaff Welfare 1,085317.00 0640,489.30
Tarminal Benefit 2.584.931.84 §30,394.072
Stores & Setvices 1.406.444,25 L452.164.0%
Repairs & Mzintenance 2,566,841.66 291212898
Velricle Fxpensas 1,523,127.80 1,616,261.25
Adninistrative Expenses 3,753,920.74 4,999.456,12
Sub- Tatal 28,039 538 61 Iﬁlmﬁﬂ.lﬁ
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belricldy/ Authority
Hilicetricity Authority Act, 2041)

Schednles forming part of the financial statements
For the year ended July 16, 2014 {Ashad 32, 2071)

{Figiras in Rimees)
This Year Frevigns Yeer
C. General Administrative Expenses
Salaries, Wapes, Insurance and Other Emploves Costs 1,106,399,119.11 1,114,165,298.56
Contribution to Provident Fund, Graiuity Fund/l eave 20,635224 78 16,354,063.00
Plant Repair & Maintenance 24.436,048.07 6,299,484 .48
Rent " 116,332.18 177,366.00
Traveliing Expenses 10,567,205.74 16,528,255.97
Vehicle Repair and Maintepapce 25,260,1904.00 30,748,452.19
Entertainment 3,778,200.06 4,638.441.95
Statutory Audit Fees 1,994, 700.00 1,582.000.00
Tax Audit Fees 639,000,00 300,000.00
Audit Expenses 2,993,558 96 2370,381.42
Logal Fee and Expenges 1,546,310.50 5,716,239,75
Board Mesting Allowance 558,640.63 1,001,500.00
Rater and Taxgs (Postage,Telsgrmn,TslePhunﬂ) 2,473,725 87 3,759,626.47
Bank Charges 6,463,221.69 £,024,219.84
Examination Expenses 6,623,377.82 16,561,570.78
Licenge Fees 1,772,885.85 1,061,986.00
Consuitancy Expengag 2,779.915.50 2,807,160.55
Printing & Stationerize 4,667,993,44 6,207,468,76
Advertisement 2,992 628 51 4,178,040.34
Training [2,735,820.78 90,575,928.10
Charity and Danation 10,060.00 70,400,00
Boioks & Periodicals $25,055,50 1,500,194.65
Organizational Development 2475282 93 5,954,'?39.@6
Stores & Sopplies 12,462,225 72 11,557.473.02
Bad Debts Written Off 65,000.00 316,913.00
Staff Loan & Property, Plant & Equipment Written Off 3,386,789.23 2,659.875.11
Obsclete/Loss Stock Writteq Off 160.:634.91- 225174937
Provision for Bad Debi 3,580.65 : -
Miscellaneous Bxpenses 36,601,154.68 11,377,875.19
Sub- Total 1,295,453,264.63 1289,346,814.57
h“_—_
Total (A+B+C) 1,486,386,521.48 1,466,652,495,42
Proportionate Overhead Allpcated fo the Capita] Work in
Progreza Q#TEIEG.BBT.TQ ) ( 1?9,549,000.00!
Grang Total 1,239,189 683,73 — 1,287,103,495.43
_“_h
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Signifieant Accounting Policies and Explanatory Notes
For the year ended July 16, 2014 (Ashad 32, 2071)

Constitution and Owmnership

Nepal Eleciricity Authority (NEA") was incorparated on Ehadra 1, 2042 (16 August, 1985) under thi
Nepal Electricity Authority Act, 1984, through the merger of the Department of Eleciricity of
Ministry of Water Resources, Nepal Electricity Corperation and related Development Boards, The
merger was necessitated to remedy the inherent wesknesses associated with these fragmented
electricity organizations with overlapping and duplication of works, and became necessary to achicve
efficiency and reliable service,

reliable and affordable electric power by planning, comstructing, operating such facilities in Nepal's
power system both inferconnected and isolated,

Significant Accounnting Polities

Basis of preparation of Financial Statements

8. The financial statements have beeq prepared in accordance with Nepal Accounting Standards

(NAS) and Generally Accepied Accouating Principles and practices following historical cost
conventions. These standards and practices are subatentizlly in line with the principles set out

b. Fhe-figaresfor-the previnuy vear o reartanged and reclassified wherever necessary for the

purpose of comparison,

¢ Appropriate disclosures arz made for the effect of amy change in accounting policy, accounting

estimate and adjustment of error.

d.  The financial statements are prepared, generally, on acernal basis, However, some income and :

S¥penses 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 from the
curzent practice,

Management has applied estimation while presenting financial statements, Such specific
eotimates are disclosed in individual sections wherever they have been applied
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Items included in the financial statements pany are measured -and presented using the
carrency of the primary economic enviromment in which the Authority operates (the fimctional
currency), which is the Nepalese Rupees (indicated as Rs. in short),

Property, Plant and Equipmemnt

Property, plant and equipment are stated at cost of scquisition andfor cost of constraction less
accumulated depreciation. The cost of property, plant and equipment include cost of acquisition or
construction/erection together with other incidental costs and charges aitributable to bringing the asset
to its warking condition for its intended use and also include borrowing costs directly atiributable to
the acquisition, construction/erection of qualifying asset.

The incidental costs inclode proportionate overheads relating to the following offices at the rates
given below:;

{(a) Planning 50%

(b} Distribution and Consamer i0%
(¢} Engineering 50%

(d) Finance and Administration 10%

Depreciation

Deprecigtion 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 spplied on property,
plant and equapment are as follows:

Asyels Category Depreciztion Rate
(per anpum)

(1) Land -

(b) Buildings %

(¢) | Hydro Electric Stuctures 3%

{d} Hydro Electric Plant & Machinery 3%

{c) Internal Combustion on plant & machinery 25% -

(D Tranamission lines (66 KV, 132 KXV and ahove) 3%
(B Transmission lines (33 KV) P

Transmission Substations 3%
() | Distribution system (including < 11 K'V Transmission 3%-4%
lines)

{i} Solar Power 3%

(k) Meter & metering cquiptnent 10%

{0 Constuner Services 7%

(m} .| Public lighting 3%

{(n) Vehicles, topls and instramants, furniture and fixtures, 20%

(©) | Office Equipment 15%

m Miscellaneous propertes 50%

{Q Additions during the year 0% of applicable rates
Capital Work im Progress {CWIP)

¢ |#ll expenditures in developing property, plants and equipment not yet completed or not ready to use
le categorised as CWIP. The value of Capital works-in-progress includes stock of equipment lying in

e or in transit for the purpose of use in the construction or development. It also includes the
“alances with contrectors and suppliers for the value yet to be received, These are capitalised upon
thissioning or identified as being ready to use.

& oo LS %%ﬁ\gﬁ e CQ
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LL:L L5  Investments in Shares

|‘l: All investments in shares are carried at cast. Write~lowns are made for mpmmwni; if any, in the
\_31 value of such investments. Bomis shares issued by investee companies have not been aceounted in

books. However, total number of bonys shares received has been disclosed with initial investment.
E 1.6  Imvenfories

B 4. Inventoties include goods in hand being held for use, sale or a5 spares.

\ ﬁ b.  Inventories are valued st lowsr of cost pr net realisable value, using the weighted average
miethod. ] _

|j. C.  Net realizable valve is the sale price as estimated by the manapement in the ordinary course of

business, less estimated costs, if an > Docessary to make the sale. Further, adjustments are
made for those inventories identificd by management as obsolete or otherwise,

L7  Trade Reccivabies

Trade receivable are stated at carrying values exeept for those identified by the management as being
doubtful on recovery. Such estimations for doutdful recovery are reviewed by the mansgement
regularly.

1.8 Cash and Cash equivalents

F—

I—
e

Cash and cash equivalents are carried at cost, They include cash-in-hand, cash-in-transit {bank
trapsfers and cheques in collection which are collssted in the subsequent period), and deposits with
banks in the various forms of deposit accounts which may of may not bear interest, but which are not
of the nature of invesiments,

i

=

1.9  Borrewings
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i 1.10 Fereign Currency Loans

L1l Trade and Other Payables

—

Lisbilities for ereditors and other paysbles are carried at cost which is the fair value of the
i consideration to be paid in the futme for the goods / services received, whether or not billed t the
d Company.

|-- l 112 Provisieng

Provisions are recognised when the Authority has a present legal or constrnctive obligation as a resnlt
7 \oi past events, if is probable that an outflow of resources embodying economic benefits will be \4
equirad to settle the obligation and the reliable estimate of the amount can be made. qu;'
_r k% Repognition of Provisions involves substantial degree of estimation in measmement, Provisions are
J " re ied ut cach statement of financial position date and are adjusted to reflect the current best,
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1. Employee Benefits

©  Defined Contribution Plans (such as Provident Fund, Retirement Fund and Insurance .

Schemes) expenses are charged to income statement on the basis of the lability
recognised for the period.

¢ Defined Benefit Plans {mchasﬁramity,Pansim,LaaveEnmhmentmdMedical
Benefits) expenses are charged to the income statement on the basis of actuarial valnation,

1.14 Grami-in-Aid, Contribution from Costomer/Local Aathority

drant-io-Aid received from the GoN or ofher Authorities towards capital expendifure 25 weil g
consumers” contribution to capital work are tregted initially as Capital Reserve and subsequently
adiustedasimomehthesm:pmpurﬁnnas depreciation is charped on such asscts.

‘115 Contingent Lizbilities

Contingent liabilities are disclosed in respect of possible present obligations that have aroge from past
events but their exigtence can cnly be confirmed Ol OCHETeNCE OF NON Gocurrence of ane or more

uncertain futnre events not wholly within the control of NEA and possibility of outflow of resources
is not-determinakle,

1.i6 Revenue from Sale of Electricity

A Revenue from sale of electricity is recognised at the time of raising bills to the customers s per
the billing cycle, Revenue from the biiling cycle date up to Ashad End (Mid-July) has been
recognised on estimated basis. Revenoa from sale of electricity is shown net of rebate.

b, Rebate on payment before due date, surcharge on delayed payrient & penalty chargeabls on
1ste commercial aperation date (COD} are accounted for on cash basisg,

1.17  Income from Other Sources

Interest on investments and rental income are recognised on accrual basis.
b.  Dividend on investment in shares is Tocopnized when right to receive has been established,

2~ Revenwe fromy ather— servites, Inclading services provided by En,gme;-.nng Services, is .
recognised on cash basis, -

1.18 iInswrance Fund

Insorance ﬁmdiscrmtedbyseuingasideasumnfks.zt?mi]]iunwnrym,in case of profit for the
Year, 1o cover any loss of property, plant and aquipment, for any eventuality.

119 Taxes
&, L8 .
Current Tax is determined as the amont of tax payabls in respect of taxable income for the yeat,
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Explamatory Metes to Accounts:

=i
[

r

Froperty, Flant & Eguipment

Physical Verification of Property, Plant and Eguipment
The physical verification of property, plant and equipment is partially carried out by the majority
budget centres,

Title Deeds of Land

-Some tifle deeds of land Property, which had not been in NEA s name, hag been taken during the ysar
and recorded accordingly. Title deeds of some land properties still remained to be trangferred in
NEA's name, however all such lands are recognised and shown in the financisl statements,

Leased Small Hydro Power Unity (SHF)
NEA has leased out seme isolated SHP units to outside parties.

Capitalization of completed works *

During the FY 20:70/71, Capital projects work in progress Rs. 4,042.43 million was transferred to
Property, Plant & Equipment based upon the certificate of completion isgned by the concerned
projects and bixdget cendres, The balance represents the value of the capital works in progress, not yet
completed or yet to be transferred to Property, Plant & Equipment.

Management is in the process of implementing the dstailed system for asset management inclwding
identification of 1mpn1rm¢nt of FFE. However, as an interim measure, based on the mformation
availahle, management had in the previous period{s) written down PPE by Rs. 479.02 million as
impairment provision. This represents the value of assets lost/destroyed/damaged completely or
parfially and whose sconomic value has therefore raduced. Wo additonsl write down has been
recognised in the current reporting period.

i
i
L.U |
o Impatrment of PPE
I
I

__J 22  Capital Work In Progress
) Managﬁn_mnt had in the previous period(s) prm'ldud Ra. 23?:5!1 mﬂlmn in the value of CWIP_fm‘
1' possible impairment due to obsolescence or otherwise. No additional write down has been recognised
FJ in the current reporting period.
r 23  Share Investments _
f L:! Dotails of investments as at the eid of 'Y’ 2070/7T are isted below:
|: J : Propertiom of | Rs. in Million
. Dwuership
ki A No. af Shares Current | Previous | Current | Previous
L} Year Year Year Yoar
J Subsldiary
11,583,936 {Including
6,637,936 Bonus shares)
Equity Shares of Rs 100
sach fully paid up 51.00% | S1.00% | 489.60 489.60
Market price Rs. 2700
per share
43,419,000 equity shares
of Rs 100 each fully paid | 80.39% | 80.39% | 434190 | 4,341.90 <«
¥ A
9,408,965 equity shares
@ fts. 100 each 106% | 100% | 94090 | 83341 |

300,000 equity shares of ‘
R 10D cach fully paic up 50% | S50% | 183.14 | 5.0 Ko
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Sl | Notes 2070/m1 213714
Associates \F. —/,,.,
Sanjen Hydro Pawer 291,334 equity sha _
Company Ltd, (Refor > : 10% 10% 29134 | 14133
Note: 1 below) Rslﬂﬂeachﬁdlypa:dup
28,756 Pref shares of Hs
Salleri Chyalsa 1,000 each and 25,000 P 1
Electricity Co.E1d. ~ lequityshares of Rs 10 | 25% | 25% | 1163 63
each
GMR Upper Karnali (405,000 equity sharcs @
Hydropower Limited Rs. 100 each issned free | 2794 27% - .
(Refer Note: 2below)  |of cost 1
Rashuwagadhi Hydro .
Power Co. Lid. (Refer (50550 eauily shares | 0| 18005 | 1005
Note: 3 below) '
Trishuli Jal Bidhyot —|2,069,535 equity shares
Comparry Limited. @ Rs, 100 cach LB | S0 | 20659 | 1000
| Others '
. 2,064,900 equity shares
pehuebu Bijali Co. Pyt. | s 10 e fallypaid | 15% | 15% | 2065 | 205
A -
N i .
Cons-ultmcyepnl ey ([P oquity sharesof | - 228 | 228
Refer Noto: 4 below) % 100 each fully paid up
Hydro Lab. Pyt Lug, | 1L.000 ;‘i‘l‘l‘;‘}'p:fdm 1% | % | Leo 100
, 107,229 equity shares of
BuhvnIPuerumpany Rs 100 each fully paid up
% (Market prios R 290 1% 1% 16.01 8.86
| : per share)
Middle Bhotekooshi
Hydro Power Co, 300,000 equity shares @
Limised. (Refor Note:5  {Rs, 100 zach W 1% | 24000 | 3000
below)
Cross Boarder Power . ]
Transmission Co, e ’?D%?;‘;‘h‘" B 0w | 1% | 308 30.23
Limited @Ra. | .
Note: 1  Investments in Sanjen Hydropower Com — o by Chilime
- Hydropower Company L4d. (CHCL) effectiye 29.38%.

Nots:2  Pursuant to Memorandum of Understanding (MolU) between Govemment of Nepal and
GMR, 405,000 equity shares of Rs. 100/~ each (27% of the tota} share capite]) has bean
allotted to NBA a5 free equity without any consideration,

Note:3  Tnvestrnents jn i Hydropower Company Litd. is 18% by NEA apd 33% by
CHCL effective 34.83%. '

Note:4  As on the date of the financial position, Nepal Engineering Consulétancy Pvt. Ltd, is mnder
liquidation. Therefore, management has provided for the diminution in the value of
investment made to nil valye,

Note: 5 Investments in Middle Bhwtekoshi Hydropower Company Ltd, is 109 by NEA and 38%
by CHCL effective 29.38%,

Fnventory

FY 2070/71 townrds the P
obsolescence pr otherwise,

Frovision for obsolescence in value of inverttory
«Based on the information available, NEA man
3 ossibility of reduction in Net

AVENRS ‘V/ %\\%\, ot et (S

agement has adjusted (less) Rs, 331,38 millicn up to
Realisable value of the inventory due to
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---Short-teem borrowinges are seeured

Trade Receivables
f&ﬂ' :

Reconciliatlon of Consumers’ Ledger with Conirol Accounts

Receivables shown under the heading sundry debters are subject to reconciliation endfor
confimnation. T some collection centres, reconcitistion of general ledger balances ad customer
ledger balances are under progress,

Recoverabie from Streetlights

Streat light dues from various Municipalities and VDCs amounting to Rs. 2,076.49 million is yet to
be received.

Impedrment of Receivables

Asonﬂmreportingdate,managammthascsﬁmatedl{s.jﬁ?Mﬂ]iuntuhadnubtﬁlluframvmynnd
the Trade Receivables have been written down by the same amount, No additional writa down has
been recognised in the current reporting period.

Claims Recoverable .

Claims recoverable include Rs. 127.05 million from Government of Nepal which is subject o
confirmation. The recoverable represents rate concessions and other subsidies provided {o consumers
on befalf of Government of Nepal,

Cash fn Transit

Cash in transit at the year end stends at Rs. 958.04 million (previous year Rs, 134532 million) is yot
to be settled,

Specially Designated Bank Accowmt

NEA has maintained special designated bank accounts with certain banks amounting NRs. 963,44

million at the end of the financial vear 2070/71. These accounts are operated by NEA for specific
purpose governed by the terms & tonditions of World Bank, Thersfore, thase accounts have not besn
incorporated in the books of NEA.

Borrewings

The borrowings held under non-current liabilities are unsecured and are undet snbsidiary agresment
with Government of Nepal.

Liability on Arbitration settlement

NEA has settled its long outstanding dispute with Impregilo SPA Viale, Italy, civil contractor for
Kaligandaki ‘A* Hydraelectricity project, through arbitration whereby US$ 8.5 million net of tax is
peyable by NEA. Under the devision Rs 1,041 miflion was to be recognised adjusting with GolN's
share capital. Out of which US$ 4.25 million has paid by NEA during the 2070471,

Deferrad Taxes

NEA had provided for Deferred Tax Liability of Rs. §93.20 million in the year 2065/66 which is
being carried forward since. Farthermore NEA bas been carrying forward unused tax losses that can
be set off against fiture profit (if any) for which NEA will have to recognise deferred tax ussets in the

Hurreat financial year, Considering the trend of losses that NEA has been bearing year on and year
70, it is not probable that future taxahls profit will be availabie against which unused tax losses can

be utilised. Therefore no deferred tax income has bagn recognised for the period. b

T T S
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2,11 Tndex Loan ¢o COIMUity

Community umder NEA Distribotion Centre Amouant
(R, in Million)

Mahen 64.08

Tikapur 73.80
| Dhangadhi 31,61

Total 17149

2.12 Hater Unit Account _

Inter unit account (IUT) represents Rs. 7,100,93 million debit and 6,066.88 millicn credit
as at the date of financial Pposition leaving & net debit balance of Rs, 1,034.05 million {previous year
net debit R=, 214,64 million),

213 Employee Benefits
]nmspemuftharairmnhmeﬁgNEAmhahlampaymmtypesnfbﬂneﬁtsnnmalydaﬁned
contribution plan in the form of Employees® Provident Fung (EPF), insurance and defined benefie
Plan i the form of pension, gratuity, accumniated leave encashment and medical expenses scheme,
Defined Contribution Plap — The expense during the year pertaining to Provident Fund,
Retirement Fund (employer’s contribution) and insurance schermes amounted tg Rs. 985.67 million.
Retirement Benefits Plan Fund - NEA has established retirement benefits fund to the employess
who appointed on or after 17" July, 2006 under defined contribition plan schemo, This fund hag been
approved by the Inland Revenue Department. Rs. 10 million hag been contributed to setup the fimd as
NEA's investment as per the requirement of prevailing Income Tax Act. ’
Defined Bemefit Plan — NEA has made actuarial valuation for the fiscal year 2070471 for all
defined benefit plans, Current year's entire liabilities of Rs, 3,542.12 mill; i e

“heve been provided m the Incoms Statement. The movement of Defined Benefit Plan Lighilities
turing the Financia) Year 2070/71 are as under:
| Rs. in Million,
Eenefit Plan
SN, io T
iefoription Pouslon | Gratuity | Leave | Medical | 02

1 | Opening Liabilities 11,381,78 .55 | %4531 | 11970 | 13auvag
2 | Interest Cost 1,081.27 6.16 £9.81 6635 | 124350
3 | Servies Cost 42833 870 | 85l £242 562,46
4 | Benefits paid during the year @719 | (095 | (803 | qs1om (845.24)
5 | Actuarial (Gain}/ Toss 23,3938 2660 | 32500 | so001| 224490

Qq?hﬂtf{¢ Acerned Lishilities for the ¥ear 342469 BX] Y 45781 4,201.80

{hcretee TBY | Plan Assets - (63968 | (659.68)
TS Accried Net Liabilities for tho year 3,424.69 85| 30| orsn| ssag:
e Clasing Vabllities 1480547 906 | 125610 | 11789 | 17.259.46

LS S Y
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l j J_f Ar amount of Rs, 1,066.24 million has be ?.f; o th CIT as benefit plan assets, The description
- of which is under:

bj Defined Bonefit Plan Assets

R Rs. in Million

lEJ Opening Assets 833.89
- Addition during the year: 150,00

I | Investment Retuons 32.35
L Payments during the year -

l Closing Assets 1,066.24
l"] 2,14 Contingent liabilitles

Claims against NEA not acknowledged as debt

Q . Name of the Project Amount (millicn) | Claim filed by
Chameliya Hydro electric [ Rs, 52.91 OGGC Comparny
Project
| Kulekhani 11 Hydro electric | Rs. 710,84 Sine Hydeo Corporation®
Project
Kulekhani Il Hydro electric | Rs, 3.89 WRC Sikt Hedco I/V
Project
Other (Under [itigation) Rs, 318.00 Warious parties

* Claims against NEA included Rs. 20.27 million against litigation by Sino Hydro Corporation,
2.15 Capital Commitments

Capital commitment against the on going construction project under different business groups are as

] ‘_Jl.uimL.c_Jl...L_Jl_!_._Jl.&g_Il—[-ﬁ.Jl

Tallows:;
Business groups Name of the Project | Amounty (milllon) | Committed to |
—-Genertion Constructton —-Chametiya Re 86943 CUGT Company
Hydroelectric Project
Chameliya. Rs, 170.41 KENP
Hydroglectric Project Consortium
Chameliyva Rz 107.76 Various Parties
Ll Hydroolectric Project '
L Kulekhani I Hydro | Rs, 383.36 Sino Hydro
!: olectric project Corporation
i Kuolskhani IO Hydro | Rs. 282.58 Zhejiang  Jinlun
slectric project US $4.34 Electro Mechanic
i Co. Lud
] ransmission Khimti-Dhalkcbar 220 | Rs. 86.27 Varlous Parties
[ kv Project US§0.42
] N Y '
1 ¥ 3
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216 Tax Linbility

Income tax expense includes current tax and deferred tax. During the year corrent tax expense is nil
due to taxable loss. NEA has filed income tax return under self-assessment procedure up to Income
year 2069/070. The Tax assessment upto Income year 2066/67 has been completed by Large Tax

Payers Office but is pending finalisation dus to appeals. The status is as follows.

r Stetus Remarks
il Particulars Hcame
- ear
B Under Carry forward losa allowed
. . Rs. 1,645 million instead of
I Adniumsmtwe 0461/62 Not Concluded Rs 5247 million and TDS
dispute Rs, 716.16 miilion.
| Carry forward loss allowed
Revenpe Tribunal has | Rs. 1,109 million instead of
Pending Revised finalised the appeal but | Re.4,640 million and TDS
] Agsessment by 0562/63 revised assessment by | dispme Rs. 761.18 million
LTO Tax Authority still not
completed.
| Carry forward loss allowed
| Revenue Tribuna! has | Rs. 1,909 instead of Rs.2,167
& Pending Revised finalised the appeal bot | million and TDS dispute Rs.
_ Assessment by 063764 revised assessment by | 927.07 million
u LTC Tax Autherity still not
= completed,
u Carry forward loss allowed
- Petition filed with Rs.1,692 million instead of
Revenue Tribunal 064/65 | Not Concluded, Rs.2 167 million.
y Carry forward loss allowed
N 065/65 | Concluded Rs.5,04697 million instead
u of Rs.5,417.60 million,
7 Under Carry forward logs allowed
administrative 066/67 Review Pending Ras.5,699.4]1 million instesd
H" Teview o of Rs.5,992,06 million,
; Self assessment 067/68- .
‘u filed 065/70 Asgessment Pending
;u Note: NEA has depostted Rs.1,287.27 milfion as advance income tax which Is yet to be seltled,
u Subseqguent Events
| hasnutheennn}rsfgr;iﬁcantwantaﬂarﬂmreparﬁngdate,wﬁchrequirmbeaimaradjmﬁngm
s PRfclosing. ) ﬁ/
[ =am | ]
i - W W\@ ! B
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Notes 2070/71 (213/14)

218 Prior Period Adjustment

9 S
S
S

During the year a total of Rs 192.06 million is recagnised as prior period expenses with adjusiment to
equity (previous year Rs. 3421 million income) due to emrors and/or otnission in preparation of
financial statement on account of various income/expenses s stated under:

Amoynt (Rs.)
Particulars 2070/71 2069/70
Salaries & Wages 1419,701.13 2,159.404.24
Adminisirative Expenses 380,490.73 137,818.53
Interest & Other Income Adjustments 681,723,572.03 14,609,135.90
Excess/Short Booking of Revenue (488,281,959.77) {35,564,262.10
Repairs & Maintenance (533,411.67) 4,259,681.79
Depreciation {3,286,543.55) 531,846,580
Stores 2,001,135.,57 -
Cther Expenses (1,377,029.21) (20,349,971 .99)

Totzl

Following ig the {ist of the rolated

2,19 Related Party Disclosure

Accounting Standard-16 on Related Party Disclosure:

192053,049.26 | (34.216.34483)

parties as identified in accordance with Provisions of the Nepal

Name of the related  [Nature of Transaction | Amount {Rs Nature of Relationship
Party during the year Milllon)
Chilime Hydropower Subsidiary (NEA, holds 51%
Cotnpany E1d, Powe: purchase 500 | o cquity share Capital)
- . . Subsidi 1ds
Trishuli JalBidyut Co. | Equity contrioution & | oo o | Subsidiary E;Eﬂ‘:‘dhlfp e
Lid. assets transfer ) cal;ital] P
Upper Tamakoshi . Subsidiary (NEA hokls 8039
Hydro Power Lid, Loan provided 4,257.9% %0 of paid up share capital)
Power Transmission | Equity contribtion & | 19814 | -Jofut vantire com
~[Company Nepal Ltd ™~ | assets tranafer ' holds 50% of equity)
mm Equity contribution 127.49 | Fully owned subsidiary
. Associgted Company (NEA
e Bydto Power | piey cantribution 150.00 | holds effectively 29.38% of
pary LI equity with CHCL)
Salleri Chyalsa Hydro | No mterial Not | Associsted Company ( NEA
Electric Co. Ltd, transaction applicable | holds 25% of equity)
Rasiwagadhi . _ Associated Company (NEA
Hydropower Co. Lid. Equity contribution 170.00 holds 34.83% of equity)
. . Associated Company (NEA
Middle Bhotokoshi | . o comtribution 21000 | holds effectively 29.38% of
equity with CHECL)
L Ve
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2.20 Quantitative Detaily 5
The quantitative details of electricity penera® Gt ChRse, sales ete. are as follows:
Particmlars Y 2070/71 F¥ 2063/70
NEA Generation (GWh) 2,297.88 2,291.96
PP {GWh) 1,318.74 1,175.98
Iioport {(GWh} 1,070.47 790.14
_Avnifable Energy (GWh) 4,687.0% 4,258.08
Saleg {GWh) 349631 3.161.39
Adjustment for Sales/Utilization (GWh) 36.09 27,35
Total Energy Utillzed (GWh) 3,532.40 3,188.74
Loss (GWh) 1,154.69 1069.34
Net Systemn Losgses (%) ‘24.64 2511
Numh of Conmwmers 2,721,843 2,599,152
harma & Associates Deputy Auditer General
Office of the Awditor General
Soman Prased Sharma
Secretary
Ministry of Finsmca
Membeyr
b
Lekhanath Koiralz Rajendrz Ei Kshairi Santosh Narayzn
Acting Deputy Managing Director  Secretary Mezmber s
Fioance Directorste Ministry of Energy
e Memh oy _.ﬁif B
.0k Hari Luintel Laxman Aptawal Member
Director Member
Ascounts Department 3
Patadls .
sh Bzj Kafle
Date: Ze30_0y-ig Member Secretary

Place: Ketunendu
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