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1. Report on the Project finuncial statements

we have audited the accompanying project financial statements of Electricity Transmission
Expansion ant Supply lmprovement Proiect (ETESIP) Loan Number 2808-NEP {5F]), Grant
Number (270-NEP {5F) and 0271-NEP (S5F], which com prise the Project Financial Statements
showing sources and application of project fund as 2t 31 Ashadh 2076 (16" July 2019) and
a4 summary of significant accounting policies and notes relating to the project financial
statemnents. The project financial statements have been prepared by NEA management o
meet the financial reporting requirement of the financing agreements with ADB signed
petween Government of Nepal (GoN) and ADB dated 237 March 2012 for the project.

2, Management’s Responsibilities for the Project Financial Statements

NEA management is responsible for the preparation of the project financial statements in
accordance with the financial reporting requirement of the financing agreements with ADB,

and fer such internal

contro! as NEA management determines is necessary 10 enable the

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

3 Auditors’ Responsibifities

Our responsihility is to express an opinion an project financial statements based on our
audit. We conducted our audit in accordance with Nepal Standards on Auditing. Those
standards require that we comply with ethical requirements and nlan and perferm the audit

to obtain reasonable

assurance about whether the project financial statements are frae

from material misstatement.
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An audit involves perfarming procedures to obtain audit evidence about the amounts and
disclosures in the project financial statements. The procedures selected depend on our
judgment, including the assessment of the risks of material misstatement of the project
financial statements, whether due to fraud or error. In making those risk assessments, we
consider internal control relevant to NEA’'s preparation of the project financial staterments
in order to design audit precedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the NEA's Internal control.

An audit also includes evaluating the appropriateness of accounting pelicies used and the
reasonableness of accounting estimates made by NEA management, as well as evaluating
the overall presentation of the project financial statements.

We helieye that the audit evidence we have obtained is sufficient and appropriate to
provide a hasis for our gualifled audit opinion.

4. Basis for Qualified Opinion

4.1 Inter unit accounts not reconciled

Out of the total net halances of NFR. 3,161,76 million in inter-unit account and shown as
MEA sources in the project financial statements, there is un-reconciled debit balances of
NPR. 457.35 million and credit balance of NPR, 18.39 million s at the reporting date.

4.2 Interest on amaount used for assets already capitalized booked under Interest During
Construction Perlad

The ETESIP has booked [nterest on total loans cutstanding from ADB and GoN In interest
during construction peried i.e. under CWIF; however, the project has already purchased

fixed assets amounting to NPR.65.40 milllon and put to use for project implementatian.
Interest booked on such amount {amount not quantifiable on account of date of

capitalization) has overstated CWIP.

4.3 GoN share amount does not correspond to amount actually received and used by the
sub-projects
The GoN share amount is not sccounted for on the basis of actual amount received and
used by the projects. Out of NPR.465 million booked as GoN shere til! our reporting
period, enly NPR.367.75 million was actually received and used for project activities. This
has resulted in negative balance {that means receivable from NEA central office) under
NEA Sources amounting to NFR.164.05 million.
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4.4 Interest on GON loan does nat correspond te Inan actually received and usedt by the

sub=projects

The interest an GoN loan is not accounted for on the basis of actual l[ean amount received
and used by the sub projects. Interest was calculated on total GoN loan of NPR. 1,755.54
million was capitalized as interest during construction period in CWIP {amount could not
be quantified as IDC includes bhoth GoN loan and ADB Loan interest) was capltalized as
interest during construction period in CWIP. Total loan amount has not been received hy
sub projects tifl the end of reporting perfod. This has resulted in negative balance {that
means receivable from NEA central office) under NEA Sources and also excess interest
booked on ETESIP.

4.5 Administrative and general expenses not segregated and head office overhead already

booked not reversed

General proiect office operating expenses have not been segregated into directly
attributable to qualifying assets and not eligible for capitalization. Total of such amount
included in Operating Cost is NPR. 221.20 miliion {Net of ID{ and miscellanecus income)
as at the reporting date. Also, although head office overhead has been discontinued to be
booked in project cperating costs, cut of such amount charged till FY 2072/73 of NPR.1.49
million has rot been reversed.

4.6 Netting off of income and expenses

Income not related to the project worth of NPR,1.10 million are netted off with operating
costs, resulting in understatement of project costs by the same amount.

4.7 Overall delay in project progress

Considerable delays in projects’ progress in afl sub-projects under ETESIP were noted, In
comparison to the time elapsed till Fy 2075/76 from the start of the project, the physical
and financial progresses of the sub-projects as per their progress reports s stgnificantly
low, The progress reports do not provide linkages with and justifications for variation
between physical and financial progresses. The comparison of the time elapsed with the
physical and financial progress deplcts very low project delivery.

5. Quualified Opinion

in our opinion, except for the effects of the matters described in the basis for gualified
opinion paragraph above, the project financial statements pertaining to ETESIP for the
year ended 31° Ashadh 2076 {16™ luly 2019) are prepared, in all material respects, in
accordance with the financial reporting requirement of the financing agreements with
ADB signed hetween GoN and ADB dated 23" March 2012 for the project. We also report
that fund provided under ADB Locan No. 2808 -NEF{5F), Grant No.D270/0271-NEP{SF) have

heen utilized far intended purposes.
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Monagement Letter

Mznagement letter detailing conditions for gualification and highlighting areas for
improving financial statements, including accounting and internal controls and compliances
with the financial covenant of the agreement, local laws, regulations NEA's own rules and
regulations are provided separately.

Basis of Accounting ond Restriction on Distribution and Use

Without further modifying our cpinlon, we draw attention to Note 3 of Schedule 13 to the
preject financlal statements, which describe the basis of presentation. The praject financial
statements are prepared to assist NEA to comply with the financial reporting requirement
of the agreement with ADB referred to above. As a result, the financial statements may not
be suitable for another purpose. Our report s intended solely for Ministry of Finance,
Government of Nepal, NEA and ADB and should not be distributed to or used by parties

other than Ministry of Finance, Governmant of Nepal, NEA and ADEB.
. ( "‘: 3
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aburam Gautam

L Deputy Auditor General
Nepa Office of the Auditor Gereral Nepal
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Mepal Electricity Authority

Projact Management Directorate
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Hapal Electricity Authorlty
Project Managemsnt Directorate
Elecincily Trarsmissan Expansan amd Supply Improvament Propecl
laAuiries, Halhmand!
AUE Loan #a, F08-HEPSF), Grent Mo, 02TN0ZT1 NEP [5F)
Aud(ind Progact Financlal Siatemenis

3o of July 44, 2048 (Aohazd 31,2078}
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Nepal Electricity Authority
Project Management Directorate

Electricity Transmission Expansion and Supply improvement Project
Matatirtha, Kathmandy
ADE Loan Me.2808-NEP(SF), Grant No. 0270/0271-NEP{SF)
Audited Project Financial Staterments

as of July 16, 2018 (Ashad 31,2076}

Lomponent: Electricity Transmizs|on Expansion and Supply Improvamsnt Project (Co- ordinaior's Cflica)

Amourt In HRE)
Sources
As at Ashad
Particulars $chedule M o e s [ a1 2078
{ 4 ( P | guky 16,2019)
E0ON Share -
ADE Loan Mo, 2808-HNEP{SF) -
ADB Grant Mo, )
Long Term Loan GoM -
NEA Source 156,803.20 (555,405 65) =
Lizbilitizs & Provisions -
Total 156,903.20 {555.405.65) -
[ABmaunt in MRs)
Applications
Az at Ashad
Particulars Schedule F“:;::fﬂ;‘;’” F";z';‘;;ﬂ;?m 11,2076
{July 16,2019]
Fixed Asseis {Met) =
Capital Work in Pragress
Qperating Cost
Advance S
Cash and Bark Balance 156,903 20 {555,405 55} -
156,943.20 {555,405.65) -
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Mepal Eluctricity Aulhority
Project Management Directorate
Elaciiuly Trenameszsion Expanaion snd Suppy mprovement Prapee)
Hhithistrth b, Ka T U
AOR Loan Mo 2008-NEF(F], Grant M. (2FUEIT1 NEP {9F)
Awdied Profect Financlal Staleranis

& of July 16, 201E (hanad 31,2078)

Camponcat:Ekecirioty Tranam Lo Ecpansmr st Suppdy Improvemenl Project {Co. wodinebers 04TIce}
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ADE Loan No.2808-NEF{5F), Grart No. F270/0271-NEP({SF)
Audited Project Financial Statements

Mepal Electricity Authority

Project Management Directorate
Electricity Transmission Expansion and Supply Improvement Project

Matatintha, Kathmandu

as of July 16, 2019 (Ashad 31, 2076

Compongnt: Tamakashi Hathmandu 400 k.v. transemigsion ime project

(Amount [ NR2)

Socurgas
i As at Ashad
Particutars Schedula F";": f;f:;‘”“ F"";: ::;5”5 34,2076

1 ) { 4 tJuly 16,2019]
zoM Share : 105,000,000.00 377000 000 0k £84 485 OO0
ADEB Loen Mo, ZE0B-MEPR(SF) I 12.249,715.54 762 350, 18464 300,021,328 00
ADB Grant No. | 228,623, 113.94 557 070,647.51 1,005,871, 758.84
Long Tenm Loan GoN § 1,146,595,000,00
NEA, Source | (B0.553, 521 .93) (988, 138,275.42) (1,835 180,655.52)
Ligkilities & Provlsions i 108,058 330,26 501 005 453,55 541,003 848 57
Tolal 1 574,377,545.98 709.237.016.88 2,023,601,2360.68

(Amcunt in MRs)

Applications
As al Ashad
Pavticulars Schedule F‘"z':: ;‘:;‘”5 F“’zﬁ:jﬂ;g?ﬁ 31,2076

( ) { ) (July 98,2019}
Fixed azsefs (MNet) 1 {2, 281,568.75) (3,017 .267.92) B,413,143.52
Capial Work in Frograss 2 a4ER3, W57 967 .29 521.260971.13 1,587 857 G25.96
Cparating Cost 3 132,538 497 57 90,955, T35 57 314,865 125 &7
Arlvance {218,087 235,64} bo4 66T 56 3,650,457 5
Cash and Rank Balanco {960,313 59 99,841,930 .34 100,714 BFS 6T
374,377,945.58 F09 237 f16.85 2.023,601,239,68
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Neapal Electnzity Authonty
Projact Managament Directorate

Elaciieity Tramsmideion Exaecdion

L L]
A Loam N JMLHERAFY, Granh e EZFS0IT NEP $8F)
Hlwiltad P IF |l d skl b lemsin &
ar ol Juky 16, TR19 {Asnad 31 HITE)

Bl SLypby e EnA P
-

Tompamard: Tematesh| Kalhruande 50 4 sanestEion line g Zxhadol b
it Atls AR i FaL
Frodam T ee Tah Tuir Cirmhlathe Uph Tha Taw
[ E= e Titi sl Cunprgy | Fck Cad iy LocalCumeasy | Fogsan Cumeney LocmGumgngy | Fre 2
e E Towd Faptey | LEERES S “w - Tew Emarmnae | g"mm ittt Eepureiier

154 | Furd Adiota
1107 § Lyl Poaghgpy - - . 5 A

13 - . . .
1TIN | Gher buldeg . . N
1738 | Gadown x - R -
3 0k | hhar O Soumam : - . -

a0 | i P . - . -

2113 | Teoll e Ecuigeibain'tn A Pkm . - ERLEE: ] [ESENT]
T4 | Wnibsdep Pissk & Foularenk - - . )
TI1E | Ykl i M P H b ELAE ] 530 tn - 21 21774 4%

340 | Pl liTalei 2 b FLOBH ok O o ' -
TAF | Forines o Faw LEoE-Th ] el ] Losald LSRR ] TLEIHL 1 AL S]]
TR | GYln Eoomm | - - -
TH1 | Dfica Equigreani 180640 W, 16 0 T 5 T im " AT g 0 1,075 oL 35

1060 ) ML MR A - - .
Ll T T ) M.k 10 T 7 mn o Mo F A T iALiD

Taq TR TR - s = T N AT A = RISREIrE

1 2 - -

10 | Frapapa iy P gepimpaans 1, B e L 1M1 T TAREDIZ | 1iseaima 1AM, T 51

N Foad dvpel O TRy B X AT 5 THEF] - EEEHE < LFE B [FIFR
Fopad iy
gl ok m Frg s hncnlintAgy
g i Toalp Wy i it Ligka Tha Fear
ALK T
Lt Mt Cipin T . N
e otk Crarry | FarigrGiaaengy| Lot Sty Frq-fql:_s._-w-f oml E I.p::m-mﬂr "T-T':'“'m PR R——

140 | S W ook niMC] rem B .

4 M1 | Lored Murchine - R
it | Buldngy . x - - .

A1H | Giedten . = ' - 5
F3¥| | The CWl Binrclamn - . R
430 | Pl . i - . . .
£ | Trerarmapiipt Ling e 1 LY ' AR IEE TR IR N RAFA ) - ERLERE ESPL L) BERREERL FALE ]
M | Trarm- Swoichoem - . - R R .
&I 0T | Cajricuinn Lna (HEA] o C - 5 8 .
100 | Bl AR Tripspbie: o . =
470 | Mboalirend 8 . - R .
A7F | Focskliy Taxy 13350 T - . 1351 g fa - 1336 1.2 3
ST | Sirmulris it 03wl TR TR T T B 105 T AN TS ey IT 556 035 AT PHLHA L A0 R AT I erirame i
A | Ecim'ssal Crnbeasd & Jntml - F g 5 5 5
AT | Erdusmanial Eudy 1B.311407 31 30,000,500.08 W Mg | 4R311, 1 - RITRTE AT
T | o] bbbl tetird, 5 I.l-huBlM! 1Ml 3K 1. R - 1,14 7B A
A | Atk i PR L A - -y : . - R .
L | amwaric EAFF LR LT L= F ¥ EFTTE - FERT ] ASDSHLALLIS | (R I0L ST G4 IFID G741 7G| TILEAD IEGDM | GRPNANIAPEETH 415 il
i} | Beopierd 5 3 ' . - .
1] | L Advernces - - . -

U | Ciplod Bl ' - ' 5
4801 | el Sk - i . = =
A 17 b Caphad Shacr in st E - s . R R

-ﬁh_ﬂ_lll RITER IR | LR WP | ORIl | NIRRT R | AL | HLDe 1] HLNEI | SRARE L A aTai | I
dula J
Ny Sl | o M5 §
Prirbied i’ Thi ¥y Truasalirom Upha The P ow
Comir Fecpurm Hiusl Y LT | ey | Frrerge Dy Lo Gy | Fawet Tuiarey Lo Gy | Foipn Cumesy
Eor ity Tl 3 Emrainar Toinl Enbam3hen Epanidy TomE

AT0 | Opswabieg Lisal
701 | E e §upancis MW [ 1358 w1 ITEAMTIE | WIS ACRE-ETI-TH B L RE S TIN. K156 T 103
70 | Baewh & BEwed LTk ' 0 Airm Selvgd
o1 | PEapm A bl AN M ' B A ak b Ei ] imp tLE ] [AENELEE]
A1 | Wikethd Pt K Bl unce EHELRIT M LA b T 1T 00 JAQF 2ITHE TAHFG M 13 AW R A7 1MASI TR
11 | At b B B L0 47 FASUE k) | FEADE ) S MEMETT JHEEI T 191830 5 0] 23038
4041 | i naL A Finares Gerl LM 1,1 FET 1Az T akbE Tk EL LN 09 =AY
4751 | Cekapt Erpepadaboap ELs e ] TR H | TER. IR AR NEF, BV 00 THL1E 733 5k LF
T3 | Gl e i, Ui, ik g ESFERLC Bod RATOLIR T IR 7 A pes ant 19 ITAM 0 H RER | bis ]
o 123 | Wear O o Eoaparma HOLEET - . A1 S AL, 06T 0
AT | irgem During Camtchon P 1A g s | Ay e HOHANZET | a1 1ar TR LIETTR T ) L TC- R FCTEER ]

132 [ et . . - -
12k | Mnc sl sl e By EA PN A1 T, 1T B Tt 378 5@ 1B 5 MR 3 [l -K epAll]

1 | Sma of Twadar Pam - 134,800 1) 1, ) {11 e vl 112000, Ll o |
4T | Do injuead - - Frl ] CArASA ro - EH
Tolal opmasibng Chnl LALL 11 . TTATARET N K ST

Ea"'./




S &3S A

3

—
-

P (G G O E I I 5 T G O O M 5 - O =

Component: Kohalpur Mahendranzsgar132 kv TIL

Nepal Electricity Authority

Project Management Directorate
Electricity Transmission Expansion and Supply Improvement Project

Maltatiriha, Kathmandu
ADE Lozn No.2B808-KEP{SF), Grant No. 0270/ 271-NEP{5F)

Audited Project Financial Statements
as of July 16, 2019 {Ashad 31,2076}

{Amount In NRa)

Sourees
As at Ashad
Farticulars Schedule Fm;::: ;l:';?.l‘?ﬁ For;:: :ﬁ?ﬂﬁ 3,z076
¢ i ) {July 16,2015}
Gol Share 40,000,000,00 50,000,000.00 181,000,000.00
ADE Loan Mo, 2808-NERP{SF} 139,804,828 .50 42 163,133.18 ATZ.832.805149
ADB Grant No. 0271 1,933,363.75 094,152 37353
Lang Ternt Loan Gokl 2687 070,000,090
MEA Source 254 ,500.18 {2.10,086.47) {138,655 525 57)
Liabllities & Provisions {73,808 944 B4 {3,018,599.42) 120,45% 045,34
Total 108,187 850.49 a87,134,187.29 1.800,854,590,34
tAmoual Ia NRs)
Applicatlons
T
For FY 2074175 | ForFy 207575 | A% A1 Ashad
Partlculars Schedule (2017118) (201819) 31,2076
{July 16,Z01%9)
Fixed Assets (Nef) 1 (1,691, 31887 (1,280.475.78} 53029162 93
Capital Work in Progress G2 522 78150 31,413,088.31 1.590,4 32,996 .92
Operating Cost 3 465 890, 2T6.40 35,054 664,10 131,556 98052
Advance 239.200.00 301,800.00 1.071.400.00
Ca=h and Bank Balance 126,331 .46 20,845 023.66 24,721, 158.597
108,187 850.49 87,124,167.39 1,800,854,69%.34
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Component; Chapali 132 kV 575 Expansation Projact

Nepal Electricity Authority

Project Management Directorate
Electricity Transmission Expansion and Supply Improvement Project

Mataijirtha, Kathmahdu
ADB Loan No.2008-NEP[SF), Grant Na. 8270/0271-MEP(5F)

Audited Project Financial Statements
as of July 16, 2014 {Ashad 31,2078)

{Amount In NRs}

Sources
As at Ashad
Particulars Schadule R Furz';v L) 31,2076

(20171138) {2018M9] {July 16,2018}
GoN Share 48,1656,063.06
ADB Eoan No, 2808-NEP{SF) 98,510,691 46 7563627 46 520,657, 232.45

ADB Grant Mo, -
Long Term Loan GoM 62,500,000.00

HNEA Source (958,600 742.02) {44 187 897 03} (1,084,134,930.79)

Liabilties & Provizipns {52,023 236.17) 36,624 269 52 152.812.829.27

Total (912,113,286.73) - -

[Armaunt In NRsg)
Applleations
. For FY 2074/76 | For FY 2075/76 el
Particulars Schedule (2017/18) [2018/13) 31,2076

(Judy 16,2019

Fixed Assets (Net) 1 (15,207 ,520.63} - -

Capital Wwork in Frogress 2 {B01,362,467.87} - -

Cperating Cost 3 (93,709,614.61} . -

Advance (44 3,050.00} -

Cash and Bank Balanca

{1,390.633.52;

(12.113.286.73}
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Nepal Electricity Authority

Project Management Directorate

Electricity Transmission Expansion and Supply Improvement Project
Matatirtha, Kethmandu
ADE Loan No.2808-NEP(SF), Grant No.0270/0271-NEP{SF}
Aldited Project Financial Statemernits

as of July 18, 2019 (Ashad 31,2075)

Component: Expanded Eiectricity Distribution Project

[AmUnt In NRs)

Sources

. For FY 2074175 | ForFy207sme | S atAshad

Parficulars Schedule {2017/18) (2018/19) 31.2078

{July 16,2019}
GON Share 2,006, 000, O 25,000 000,00 61,385 50095
ADB Loan No. 2308-MEP(SF) 25,561, 353.93 24,891 46047 954 260,347 82
ADE Grant Mo, -
Long Term Lo GolN 231,520,000.0C
NEA Source {6,493,348 29) {25,090,70872) {208 ,859,641.08)
Liakilities & Provlsiens £q 808 V12.57 44 528 021 33 255 350 610 81
Total 112,873, 716,21 &9,428,795.08 4,224,355,927 .50

(Ameunt In NRs)

pplications

i For FY 20747Y5 | For FY 2075/76 As at Ashad

Particulars Eeheduie (2017148} (201818 31,2074

{July 18,2019}
Fixed Assets (MNef) {57,103, 80} E0,7331.448 221 85673
Capital Work in Progress 32.108,022.18 13450382 43 333 045053 58
Qperating Cost 82 405,443, 26 &0 588 161.74 260 279 487 61
Advance (1,493,086, 80 {2 520 482 84) 24 845 000 2B
L ash and Bank Balancs {85 558.53) {1,960,002. 7 961,709.30
112,873, 718.21 66,428 73504 1,224,255 327.50)
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Nepal Electricity Authority
Project Management Directorate
Electricity Transmission Expansion and Supply improvement Project

Matalidha, Kathmandu

ADB Loan No 2808-HEP{SF), Grant Mo. 0270/0271-NEP{SF)

Audited Project Financial Statements
as of July 16, 2019 (Ashad 31,2076)

Component: Sundarijal Hydel Centre Rehahilitation Projects

[Amaunl in MRs)

Sources
_ ForFY 2074775 | ForFY 207576 | 7% 7 Ashad
Particulars Schedule 31,2076

{2017H8) {20181 9} [Wuly 16,2049)
GO Share 5.000,000.00 13,000, 00000 18,271 .450.08
ADE Loan Mo, 25058-NEP{3F) 60,917 47253 4,664 953,78 &2 157 B45 63

ADB Grant Mo, &
Leong Term Loan Gol 21.850,000.00
NEA Sourcs 14,581,943.50 {5,381, 140.50) {1,267 255.38)
Liabilities & Frovisions 11,827, 826.45 5706 18526 1%.831,521.68
Total 92,327,242.88 14,185,009,14 119 542 65795

{Amount in NHs)
Applications
. For FY 2074775 | For Fy 207576 | 5 a1 Ashad
Particulars Schedula 1201718} (2018/19) M ,2076

{July 16,2019)
Fixed Aggels (MNet) 1 (T86,044.57) 5213 492.84 374 267,56
Capital Weark in Progress 2 74,411,583 60 d 808 56612 93100 492 06
Qperailng Cost 3 14.760,483.79 0,268 343,06 ITAT1 11688
Advance 1,101,400.00 (785,600.00) 1,267.500.00
Qash and Bank Balance 2,839,840.06 {414,802.88) 2 669.287.49
92,327,242.66  18,189,889.14 | 139,042 667.99
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Nepal Electricity Authority

Project Management Directorate
Electricity Transmission Expansion and Supply Improvement Project

Matatirtha, Kathrnandu
ADE Loan Mo.2808-NEF{SF), Grant No. G270/0271-NEP(SF}

Audited Project Financial Statements
as of July 16, 2019 {Ashad 31,2076}

Component: Tinau Hydel Center Rehabilitation

[Amouit i NRs)

SoUrces
As at Ashad
Particulars Scheduls F“:;:; ff_:;‘;”ﬁ F“:;:::;:;";"'?E 31,2076

{July 18,2019]

0N Share -
ADB Loan Mo, 2808-NEP{SF) 2,045 870,51

ADB Grant Mo, -
Long Term Loan Gok &,000,000.00
MNEA Source {3.006,412.23)
Lizhilties & Prowvigions 232,782.74
Total - 4,612, 25002

{Aamount In NR=)
Applications
As at Ashad
Particulare Senadute | FOTFY OTAITS F“’z':: :;f;;ma 11,2076

(2017718) { ) [July 16,2012

Fixed Agsets (MNet) 1 -
Capital Work in Progress 2 1,733,056 91
Operaling Cost 3 2,112,279.55

Advance -
Cash and Bank Balance 766,913,565
- = 4.612,250.02
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Nepal Electricity Authority

Project Management Directorate
Electricity Transmission Expansion and Supply Improvement Project (ETESIP)
Matatirtha, Kathmandu
ADB Loan No.2808-NEP({SF), Grant No. 0270/027 1-NEP{5F)
Audited Project Financial $tatements
as of July 16, 2019 {Ashad 31,2076)

Reconciliation Statement

FiY 2075-076 (2018/019)
Particulars Al
Up to 2017718 | for 2078{19 | Up to 2018/19
Disburshiment As per Projecl Account 15,021,721.90 | 2,202,632.40 17,224,354.30
Add: Service Charge During Construction
{Capitalisation) 363,373.88 9362512 457,000.00
Total Loan as per FCGO record 15,385,095.78 | 2,296,258.52 | 17,681,354.30
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216551
15,521.87
3306380
105,703.3%
4481,16E.71
43597742
25 520 35

2,606.74
8,184,707.50

Ay Y4 0L Db
£4,187.51 DO0GD
193,932.57 138G
#56.81 G004
24,473.97 G014
(19383257 REFND
149191 GOOAG
518133 10064
140063 GO0LY
1685045 GODLE
00,455,581 M401
40,E61 43 GODLE
11,7450 K07
1,956.27 GOOLE
76,2600 CAP
10,221 98 %0005
12,459.67 KODDD
18,011.44 GOOZE
154000 GOOZ1
17.505.13 GO
1,519.87 &0023
13,633.56 GOOId
F000.54 K001
1,519.47 GOGES
152217 GO0EY
17,760.74 G006
13005 56 GOO2E
156729 GONZY
5654019 214-G
B%,265.14 0595
1,550.3% G003
6,025 37 00104
19,492 29 K30
149,756, 77 GOMIEL
156030 G003l
1700012 CAP
E75T200 HOMT
11955492 HOMS
Bf,403.22 HOD1E
42,202.37 023G
20,525.95 GOCIA
1,565,803 GOLAS
11.155.50 3675
25,074.97 3%B-5
TH.843.27 DG
245,813 75 BOS-G
213,734.96 312-5
15341601 G036
1,832.5¢ GIH7
2,295,958.57
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0 G17402 LARSEN B TOURRG LIMITER

0 517402 LARSEN B TOUBRC UMITED

0 G17492 LARSEM & TQUBRG LIMITED
3602 GLT40Z LARSEN & TQUERD LIMITED
3602 317402 LARSEN & TOUDRD LIMITED
3602 G1740% LARSEN & TOUBRO LIMITED
3602 GIF402Z LARSEN & TUWIER] LIMTED
3602 G17402 LARSEN £ TOUEBRO LIRMTED
3602 G17402 LARSEN & TOUBRO LIMITED
3602 G172 LARSEN & TOMIBRQ LIMITED
3607 G17402 LARSEN B TOUBRD LIMITED
60T G17402 LARSEN & TOUBRC LIMITED

%, 2

17100366
LFIOEGT

1FI003EH]

171003730
171003790
1703810
17I0Q3ESD
170003860
TAIO038E0
171003950
17IC00D

1004016

264,415.(0
269,415.00
{265, 415.00
87,794.00
§65,208.00
18,820.00
EO7,798.00
494 795 0
205,530.00
198,416.00
15.472.58
392,450,000

269,415,040
269 215,00
{260 415.00)

87,794.00
4,990 87
18,320.00
697,794.00
494 795,00
2005, 530,00
158,416.00
1547208

392 46000

| 3,385,600.85

23-Aug-1E 11045

2hSep-12 110AG |

27-Lep-1B 11045
A=Miry- 1B T33-0G
1-Dec-18 KO0DA
19-Dec 18 E45-G
24-0ec- 18 984-5
27-Dut-18 317-5
£1-Mar-13 223G
25-FAar-13 232-G
25-Mar-19 214-G

1-Apr-19 065G
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270
270
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3601 Q17403 LARSEM AND TOUERD LIMITED
3601 G17443 LARSEM AMND TOUBAD U MITED
3601 G17403 LARSEM AMND TOURRD LIMITED
3601 17403 LARSEM AND TOLIRRD LIMITED
3601 517403 LARSEM AMD TOLUBRO LIMITED
3601 17403 LARSEN AME TOUBRO LIMITED
3601 5174403 LARSEN AMD TOLIBRO LIPITEL
1501 G1T403 LARTEM AND TOUBRC LIMITEE
3601 317403 LARSEM AND TOLU ARG LIMITED
3601 G17403 LARSEM ANT TOLIBRS LIBYTED
3601 517403 LARSCM AND TOEIBRO IR TED
3601 G17403 LARSEM AND TOUBRO LILAITED

WOUCHER &0 ML AnInIWT

F3IF3SERE 20
03238020 23
03)238220 23
03242680 29
3244650 29
D3 AHEBED 2D
03243400 29
02J250200 22
QFRAKID 25
Q2350930 25
(3250740 2%
IIBIEI]IIIDI i

St g
»

A0, 200.3%
35,154.41
5048611
12,0934 44
153, 566,35
104,277,532
67 5080
577,823 57
537 HIE.29
51,782.29
2057550
145420658

U5 ARIDLUNT

0,200,379
36,154.41
50,496.11
12,934.44
153,566,550
1M, 27752
757,050:50
577,922.57
B37,428 20
5:,782.24
20,575.50
145,420.68
2605 MH32

VALUE_DATE W0 Al

19-0et-1% KOGDG
4-Dheg-18 KODOE
G-Dec-1% KOOOR
23an-19 Kae1n
1-Apr-19 06845
1-fpr-19 14-G1
2-lun-15 0235
i7-lun-20 332G
27-Jun-14 miS-C
27-lun-19 158-G
FFun-19 3GFG
E-lun-29 349
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Nepal Electricity Authority
Electricity Transmissicn Expansion and Supply Improvement Project

Figcal Year 2075/76 (2018{19)

Schedule 12: Significant Accounting Palicies and Notes to the Account relating 1o Frojact Financial
Statements

1.

Background

The special purpese financial stalements are prepared to meet the repurting refuiraiment of the
Financing Apgreaments (1 nan Noo SRNE.MEP (SF) Grand No- A270-NFP A771-MNERFY minned
between Gavernment of Nepal and Asian Developmer Bank (ADB) on 23 March 2012 for Electricity
Transmission Expansion and Supply Improvement Froject. The project is impleménted by Nepal
Eleciricity Authority (NEA), whith was incorporated on Bhadra 1, 2042 (18 Augusi, 19B5) under the
Wepal Electricity Authority Act, 1084, NEA is 8 GON underaking and ils principal objectives include
generalion, transmission and Jdistribution of adequate, reliable and affordable glecitic power by
lanning, constructing, operating such facilities in Nepal's power systemn bolh interconnecigd and
isclated.

According 1o the Subsidiary Loan Agresmenl between GoN and NEA, the inlerest on ADE loan to be

charged during the pericd of construction of the project shall be borne by the SoM and NEA gl the

rale of Z5% and 75% respeclvely, in local currency. Far the porlion to be borme by the GoN, the
amount is presenled as GoN Share {ITC Payabie) and the rest is treated as (DG Payable by NEA.

The ADB Loan was effective fram 21 June 2012 and the loans and grants are exclusively use for
intended purposa of the project in compliance with the financing agreements.

The ADB loan was effective from 21 June 2012 and the loans and granls are exclusively used for
intended purpose of the project in compliance with Loan No, 2808-MEP (SF) and Grant No. ) 0270-
NEP (SF) 0271- NEP (8F}. Electricily Transmission Expansion and Supply Improvement Froject is a
componant unit of Nepal Electricity Authority (NEA) and not an independent project in itself. These
special purpose financial staternents are prepared by consolidalng varlous sub-projects’ finandcial
Information derved from the NEA'S accounting syslern as of 16 July 2018 and are part of the NEA™S
wverall financial statements. The sub project specific income, expenses. assets and Nabilities are
segrepated and presented in accordance with the relevant project agreemenl. The project financial
statements present the consolidated financial information of the sub- projects under the ETESIP only

and do nol represent NEA as & whoie,

Project Information

Loan No.: 2808-NEP { 5F)

Grant No.: D270-NEF, 0271-NEP
Loan Agreement Date: 23 March 2012
Loan Effective Date: 21 June 2012

Loan Closing Date: 31 March 2020
Subsidiary Loan Agreement between GoN and NEA: 2089/0231 BS (13 June 2012 AD)

e projeci noial statements £om

Sub-Projects Commencement FY Status as on 31 Ashad 2076
16 July 2019
Ffy 2065/6% On-going

1.ETESIP Project  (Coordinator's
Office)

._?.Tgmalgnshi Kathmandu 20400 kY F/Y 2087768 Gn-%D.Tg

% %&” R
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TL project

3 Kohalpur Mahendranagr 132 %v 11 [ 7Y ples e On-gaing
Cirouit TiL

4Chapali 132 KV §/5 Expansion | 7Y AUl Completed
Project

& Expanded Electricity  Distribution Al On-going
Project

6. Sundarijal Hydropower | T bl On-going
Rehabilitation Project

7.Tinau Hydropower Rehabilitation F/Y 206570 Non ADB Funding
Froject

Basis of Presentation

The special purpose Project’s financial statements are prapared in accordance with NEA's Flnancial
Adminisiration Regulations, 2068, terms of financing agreements with ADB and GoM and Mepal
Accounting Standards, unless otherwise stated. The project financial slatements have been prepared
on an accrual basis and under historical cost convention, except otherwise stated.

The accounting policies adopted in the preparation of the project financial statements are consistent

with those of previous year except for the change in accounting policy, if any explaingd below.

Reporting Period and Currency

Project financizl statements are prepared as per Nepalese financial year i.e. Shrawan to Ashad end
of following year (Mid July to Mid July of foliowing year) and are stated in Mepali Rupees.

gummary of Significant Accounting Pollzies

A. Capital Work in Progress and Capitalization of Fixed Assets

All expenditures in developing property, plants and equipment nat yet completed or not ready to
use ate categorized as CWIP. The CWIP comprizes of all dirsctly attributable costs for the specific

sub-projects, inchiding stock of equipment lying In store or in transi for the purpose of use in
constriction or development. It also includes the balances with contractors and suppliers for the
value yet io be received. All direct casts Incurred by the project for its cperations, including interesl
during construction pericd are shown under operating costs. These are capitalised upon

commissioning or identified as being ready 10 Use.

Fixed assels purchased and uged by the proiect for construction ot qualifying assets are capilalized
with sl costs associated to bring the assets in usable condition and location and presented

separately at cosl less accumulated depreciation. Depreciation on those fixed assets are included
in project operating costs.

B. Depreciation

excepl land, on straight-line method, at

Depreciation is provided on Propetty, Plant and Equipment,
dministration

ihe rates determined by the management in fine with Rule 42 of NEA's Financial

a2 &&w Lo
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Regulations, 2088, The rates of depreciation applied on property,

plant and equipment are a3

Ao Gade T “Asgets Name [ Depreciation Rate |
3.2 Buildings 2%
3.3 Hydraulic YWorks 2%
3.302 Hydraulic Plant & Machinery 3%
3.303 Internai Gombustion, Plant & Machingry 2 50%
3304 Transmission Line Above 33 kY 3%
3.305 Transmission Line 33kV & below 3%
3,306 Transmission Subs, Trans, & Switchgear 3%
3307 Distribution Ling e
3.308 Distribution Subs. Trans. & Switchgear A%
3.309 Solar Power Equipment % ]
3310 Mater & Metar Testing Equipmant 10%
3311 Consumet Services T
3312 Public Lighting & Traffic Signal 3% R
3313 Tools & Equipment 20% |
3.314 Workshop Plant & Machinery 15%
2315 Vehicles & Mobile Plant 20% |
3.401 Furniture & Fixture 20%
3,507 Office Equipment 15% ’_
3.601 Miscellaneous Property 5% _J

Depreciation of the PPE purchased
above, Depreciation policy adopted by NEA I8 not consisten

Aceounting Standards — 16 Property, Plant and Equipment.

D. Sources of fund

There are three sources of fund for the project

Interest during Construction:
Interest on GoN Lean and ADE Loan amaunts are calculated a

GoN and accounted for under in
inciuded under operaling cost for project financial staternents pur

a (GoN (Share and Loan)
= ADB (Loan and Grant}
« NEA sOUIGES

All project incomes received in the

on cash basis.

GoM (sharz and

and received by NEA and aliocated by
financing are accounted for based on a
and terms and conditions of LG [or s
jhesa will be treated as GoN lean o

?} iy Xey

loan) financlng are accounite

jcapitalized during the year i

rarest during Construchon

form of loan, share, grants an

Project Managemen

s charged =i the half rate slated
t with the provisions of Nepal

s par the terms of agreements with
Pariod, excent stated below and

pose,

Ths sources are as follows:

d contributions are accounted for

4 for based on amount reflectsd in GoN Red Bock
I Directorate (FMD). ALB {Loan/Grant)
maunt released by ADB on the recammen gation of the PMD
ific sub-project activitiesfsuppliersiconiractors. However,
as per Subsidiary Loan Agreement. N

coninbution
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6.

E. Inventory

Inventories include goods in hand being hetd for use or
of cost or nel tealizabie value, using the weghted avera
price as estimated by the managemeéen
any, necessary 1o make the sale, Furt

management as ohsolete or stherwise.

F. Foreign Currency Transactions and Exchange Gain/Loss

WE# transiata foreign currency payments made by ADB for
the day a5 per Mepal Rastra Bank published rate. The d
lpansfgrants in ineir records is trealed as exchange gain/|

G. Miscellaneows Income

Miscallaneous iNcome

aperating cost for the purpose af ADB reporting.

Notes to the Account
a.Grant and lean

The status of sources of funding as

in the ordinary course of busi

ifferance with rates
pss and adjusted with CWIP.

as spares, Inventories are valued at lower
ge method. Met realizable value is the sale
ness, less estimalad costs, if
her, adjustments are made for thnse inventories identified by

project purposes at the selling rate of

at 31 Ashad 2076 (16 July. 2010} i 85 under:

used by ADB 10 book

related to projects are accounted for as Olher Income and netied off with

i i T R
GoN Loan {GoM Credif) 1,755,535,000.00 - 11,755,535 ,000.00
GoN Share 08 50712007 | 455,000,00000 | 673,507,12007
ADB Loan 2 19022285015 | 241:B42379.53 15 530 07523870
ADB grant 74891345456 | 657,010.647.91 | 2,003,924,132.47

b Work in Progress

[ Particulars 2075/76 [MRs.)

A: Capital Work in Progress:

| Opening CWIP

Add: Addition during the year

| ess: Capitallzation during the year
Less: Transferred during the year .
Ctosing CWIP

3,650,139,289.38
571,032,979.05

4,221,172,268.43

c. GoN Lean have been shown in the projed financial statements based on &l
sub-projects by
has resulted in negative balance under MEA sO
projects.

d. Interests on
construclion perio

loan
his is ot in line wilh 1he provigion of NAS-23; Borrowing COosts.

2

lercation of und 1o

lhe PMD and not based on the antount {ransferredfused by the sub-projects. This
urces due 16 less amount utiized by the sub-

used for purchasing fixed assels are alsp included iny interest during
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. Forelgn currency monstary ems (&.4. Moz

According 1o the Subsidiary Loan Agreement between oM and NEA, the amourt of Interesl for
ihe projecl construclion period shall be treated as the equity investment of the Govemment 1o
NEA upon considering It as the local expense of ihe Project. This is reporled under Liabilities and
Provisions In the project financial statemems. This wili be transfermred from ather liabilities to Goi

Share upon compietion of the project after reconciliation with Gon.
Iteresl on staff loans/advances recovered by the sub-projecls arg treatet] as incorng from the

project and deducted from operaling Cosls for current year,
atlan auvance to ceniractons n TOrelgr curencles,

retention of the running bills in foreign currencies, eic) are nol iransiated using the elosing raie
and na exchange gain/less is boaked. This is against lne provision of NAS 21. The Effects of

changes in Foreign Exchange Rates.

 Cash at Banks amounting to NPR 129.83 million inclusive of deposils 15 maintained &t concemned

hanks of the sub-projects.
Tarnakoshi-Kathmandy 220/400 kY TL consists of Loan No 2808 and 3542, The Loan Mo, 3542

is used jor Barabise Substation only, For reporling purposes of both loan numbers, all financial
transactions for Tamakoshi-Kathmandu 220/400 kv TL Praject are derived from the Prolect’s

CAIS

oL Ls \

!
Ganesh Dat'le/ Bhatia < m;r';:j Silwal
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