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HIMACHAL PRADESH POWER CORPORATION LIMITED
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CIMN : U401 0THP20065GC030591
Phone Number : 0177-2670716
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MNotice of 14th Adjourned Annual General Meeting of the HPPC LTD.

"Motice is hereby given that the 14th Adjeurned Annual General Meeting of the Sharehalders of the Himachal
Pradesh Power Corporation Limited, Shimla will be held on 28.09.202 2 at 01:30 PM at C5 Committes Room, H.P.
Govt. Secretariat, Shimla-171002 [H.P.) totransact the following business:

ORDINARY BUSINESS:

« Toreceive, consider and adapt the Financial Statements (Annual Accounts) of the Company for the year ended 315t
March, 2020, consisting of Statement of Incidental Expenditure during construction, Statement of Profit & Loss.

» Account and the Balance Sheet as on that date along with Board's Report, Auditors' Report and the Comments of
the Comptraller & Auditor General of India and replies thereto,

Place: Shimla By order of the Board of Directors

Dated: - Sdf-
Sudershan K, Sharma
Company Secretary - cum -+ AGM

Mata:

1. A Member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote instead of
himself and a proxy need not be a member- proxy form attached.

2. Memorandum for Shareholders (s attached.
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PROXY FORM

I/We member (s} of the Himachal Pradesh Power Corporation Limited (HPPCL), Shimia, 171009 do hereby appoint
of Himachal Pradesh Power Corporation Limited as my proxy
to altend and vote for me the 14th Adjourned Annual General Meeting of the HPPCL on 28.09.2022 at 01:30 PM
andfor al any adjournmant thareof.

Sigrved this on Signatures

Aff Be5/-
Revenue Stamp

Memorandum for Shareholders

The Shareholders zre Informed that pending finalization of Financial Statements (Annual Accounts) for the. yesr ended
31.03.2020, the Annual General Meeting was held on 19th Movember, 2020 and Shareholders were informed the factusl
pasition of pendency of Annual Accounts,

The Finandial Statements {Annual Accounts) Standalone duly approved by the Board in its T2nd Mecting on 05.08. 2020 were
submitted to the Statutery Auditors for conducting audit. During audit, some observations on the accounts were ralsed, which
were attended snd alsa the accounts were consolidated along with the accounts of jaint Venture Companies. Then the revised
aotounts were placed In 75th Board Meeting, which were approved on 18032021, Tha report of the Statutory Auditons was
recelved. Thereafter, these accounts were submitied (o the Accountant Goneral, Mimachal Pradesh to have the comments of the
Comptraller and Auditor General of India (CAG) under the provisions of the Act. The comments of CAG of india on these accounts
have also now been received. Also, the Board's Beport for the FY 2019-20 has been prepared and annexed to the Financial
Sratements (Annual Accounts).

The Shareholders aro requested to kindly receive, consider and adopt the Financial Statements (Annual Accounts] of the
Company. for the year ended 315t March, 2020, consisting of Statomont of Incidental Expenditure during construction,
Staternent of Profit B Loss Account and the Balance Shest as on that date along with Board's Report, Auditors' Report and the
Comments of the Comptrofler & Auditor General of india snd replies thereto,

Place; Shimla
Daated: Sel/-
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HIMACHAL PRADESH POWER CORPORATION LMITED
(A State Government Undertaking)
Registered Office: Himfed Bullding, Mew Shimla, Shimis, Himechal Pradesh- 1710009
CIN : 4FID1HPI00ESGO0E055]
Phone Number: 01 7T-26T0716
Website | www hppel.goncin, Email : g5_hphnmiBvahoo com

BOARD'S REPORT
Dear Membars,

Your Directors are pleased to present the 14th Annual Report of the Company for the year ended 31st March, 2020
along with the Financial 5tatements (Annual Accounts), Report of Auditors and Comments of the Comptroller and
Auditor General of India and replies thereto,

1. GENESIS

Himachal Pradesh Power Corporation Limited [HPPEL) was Incorporated on 18th December, 2006 under the
Companies Act, 1956 with the objective to plan, promote and organize the development of all aspects of hydroelectric
power by the Government of Himachal Pradesh (GoHP) and erstwhile Himacha! Pradesh 5tate Electricity Board now
Himachal Pradesh State Electricity Board Limited (HPSEBL), Later the objects of the Corporation also included Thermal
Power, Solar Power, Wind Power etc. within and outside State of Himachal Pradesh and outside Country/Cverseas.

The Equity Share Capital In the Company |8 presently being contributed by the Government of Himachal Pradesh, H. P
Infrastructure Development Board (HPIDB) and Himachal Pradesh State Electricity Board Limited (HPSEBL).

HPPCL i5 a fast upcoming power generating utility with the technical and organizational capabilities at par with other
CPELSPSUIS e NTPC, SIVNL, NHPC etc. Efforts are afoot to further strengthen the respective wings with professionals
of proven credentials and gualified technical manpower.

2. MISSION, AIMS AND TARGETS
= Mission: To bring prosperity in Himachal Pradesh through development of power.

= Aims: To come up a5 a3 major power generating Company of Indla with good managerial and technical
capabilittes.

« Targats: To develop 939 MW hydre power generating capacity by 2026-27 and 979 MW by 2028-29 and 1o
develop 150 MW Salar penerating capacity by 2027,

3. IN-HAND PROJECTS AT A GLANCE

The Govt. of Himachal Pradesh had allotted 22 Hydro and 2 Solar Electric Projects to Himachal Pradesh Power
Corporation Ltd, {HPPCL). Six projects have been surrendered back to GoHP in 2020 as some were found umdable after
detalled Imvestigations and others have been dropped as per directions of MoEFECC. Presently, there are 16 hydro
projects with aggregate installed capacity of 2443 MW for development under state sector by HPPCL. One Thermal
Powrer Plant [2x250 MW) at Raniganj, West Bengal, was also allocated to HPPCL, however, coal block has been
deallocated. One Solar Power Project of 5 MW capacity has been commissioned on 04.01.2019 near Sri Naina Devi Ji in
District Bilaspur of HP, HPPCL Is also in process of [dentifying suitable locations for selting up of aggregate 150 MW of
Solar capadty by 2027, Setting up of said 150 MW capacity has been agreed as a Disbursement Linked Indicator under
the Himachal Pradesh Power Sector Development Program (HPPSDP) being funded by the World bank. 5o, on
progressive achievement of the above target, alongwith some other indicators, funds to the tune of net 580 M USD shall
Now to the HPPCL out of the 5200 M USD HPPSDP program. Another project viz. Kishau Multipurpose Project {660
MW} is also being developed by the Govt, of H.P. in joint venture with Govt, of Uttarakhand. Himachal Pradesh has 50%
share In the project thereby making the total allotted potential of 2928 MW, These projects are In various stages of
implementation. The execution of projects s being monitored stricthy. All efforts for effective management and efficlent
arganization of works are being made. HPPCL is committed to achieve the targeted schedule. Brief status of the
progress of works and loan utilization Is as under,

A) PROJECTS UNDEROPERATION (281MW)

HPPCL put under commerclal operation Unit-1l of Integrated Kazhang Hydro Electric Project Stage-l (65 MW] on
01,09.2016. Also, Units 111 & | of Integrated Kashang HEP (195 MW) were commissioned on 03.03.2017 & 31.03.2017.
The project has Generated B47.57 MU up to 21.06.2022 and As, 220.92 Crore of revenue has been earned, HPPCL also
commissioned Sain] HEP (100MW) on 04.09.2017 and has generated 1816.32 MU upto 21.06.2022. Revenues of
Rs. 571,56 Crore has been realized from the project. In 2021, HPPCL also got commilssioned its 3rd hydro project Sawra
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Kuddu HEP {111MW} on 21.01.2021, The project has generated 392,30 MU upto 21.06,2022 and earned revenue of
Rz 167.10crare til 21.06.2022.

Berra Dol Salar Power Project of 5 MW capacity was commissioned on 04,.01.2019 that has generated 2B.65 MU &l
21.06.2022 andfs. 12.35 crore of revenue has been generated.

B) PROJECTS UNDER EXECUTION (580 MW)

-1 MName of Lapacity | Physical Progress (%) Commissioning Date

Mo | Projectis) | YWY ) | ending 31.0%. 20832 Cehedulad | REvis e

, Shongtong- a0 Civil & HM Works - 40.35%
Karcham HEP E&M Works - Supply- 57.51% done.

lan. 2020 Dec. 2025

The above cited hydro prajects at Sr. No. A} & B) were financed by ADB under differant tranches (Tranche-i to IV).
However, HRT of Sawra Kuddu HEP and EEM works of Shongtong Karcham HEP were financed by PFC/Govl. of H.P. and
KfW respectively. After closing of ADB loan on 22.10.2018 and KFW loan on 30.12.2019, funding for Shongtong
Karcham HEP has been tied up with the Power Finance Corporation [PFC). The works for Kashang 11 & 1l HEP and
Shongtong Karcham HEP are in full swing. A loan from the World Bank is also in pipeline aimed at bringing further
reforms in power sector entities wherein HPPCL [s being funded for development of Solar capacity, Early Warning
Systemns, CAT plans DPRs of future projects. The loan is at the end of appraisal stage.

The Anancial achleverments Le. disbursement of A DS fundsw.e.f 200% upto 2018 are tabulated as below:

Maime af Tranche Allpcation

2 Barrage Package of Sawra Kuddu HEP 56.1 MUSS S0.84 MUSS

2914-1ND Tranche-i: -
% Civil & HM works of Shongtong Karcham HEP,

257 MIUSS 50.70 MUSS

» From the above figures, it can be seen that HPPCL had achieved the ADB loan targets consistently right from the
beginning. In case of Tranche-IV [Shongiong Karcham HEP), various reasons such as restrictions by nearby
Ammunition Depot, agitation by labourers, poar cash flow of contractor, concerns of the lender regarding Right Bank
siope stabllity of Barrage area have been responsible for delay of the Shongtong Karcham HEP. Mow all these lssues
have been sorted out and project work is picking up progress. Design of barrage |5 in early stages of finalization and
work on this component shall start shartly,

s For slectro-mechanical works of Shongtong Karcham HEP (450MW), loan amounting to Euro 150 million was
sanctioned by KPW and agreement with KPW was signed on 21.12.2012. The loan has closed on 30,12.2019 with final
utilization of loan amounting to EUR 19.93 million.

(€} PROJECTS IN PRE-CONSTRUCTION CLEARANCE STAGE (118 MW)
i) Renukaji Dam 40 MW

i) Deothal Chanju HEP 30 MW

I}, Renukaji Dam Project (30 MW):being a "National Project” will be financed by Govt. of India and other beneficiary
states,
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Chanju -1l HEP (48MW) and Deothal Chanju HEP (30MW) :

Techno-economic Clearance (TEC) by the Directorate of Energy (DoE), GoHP for Chanju-111 HEP (48 MW & Deothal
Chanju HEP (30 MW) were accorded on dated 14.07.2015 and 22.07.2015 respectively. Environment Clearance for
both the projects was accorded on 29.09.2017, A Forest clearance of both projects was obtained from MoEF & CC, Govt.
of India on 22.10.2019. Agence Frangaisede Development [AF D) agreed to provide an amount of Euro 80 million (Rs.640
Crore] for funding of Chanju-ill HEP {48 MW ] & Deathal Chanju HEP {30 MW ), Credit Facility Agreement between Gol B
AFD has been signed on 04.07.2017. The Project agreement and On Lending agreemant between HPPCL, GoHP and
AFDwere signed on 02.02.2018and 11.07. 2018 respectively,

if) Chanju- I HEP (48 MW) :
1. Civil & HM Works

Technical Bid Evaluation Report (TBER] in respect of both packages of Civil B HM works submitted to AfD on
21.06.2022 for issuance of NOC/review/approval. AfDrvide email dated 13.07.2022 issued NOC. Thereafter price bid of
both packages of Civil B HM works were opened on 18.07.2022. After financial evaluation, Financial Bid Evaluation
Repart (FBER) in respect of Package-Il (Ciwil & HM works) submitted to AfD on 03.09.2022 for ssuance of
NOC/ review/approval, AFD issued approval vide letter dated 09.09.203 2, Financial evaluation of Package-| [Civil & HM
works)isin progress. Both the packages are likely to be awarded by 5ep, 20232,

2. EAM Works

MITs in respect of E&M package for Chanju-111 HEP were published on 30.10.2021 with opening date as 04.01.20232.
Pre Bid meeting In respect of Electro mechanical package of Chanju Il HEP was held on 25.12.2021, Thereafter,
approval of AFD on the clarifications and proposed amendments was received on 25032022, Accordingly, the
clarifications and amendments were Issued to the prospective bidders on 26.03.2022. The last date of bid submission
and opening were fixed for 4th and 05th May, 2022, respectively. Subsequently, bid submission date was extended. 2 no
bids were received on 25.05 2022 and sfter taking necessary approvals, bids were opened on 26.05.2022 & evaluation
of the same was under process, However, now in view of G15 [ssue raised by the bidders (i e. non-availability of single
phase GI5), Tender Evaluation Committee (TEC) has recommended to cancel the present tender and to go for the
re—tendering.

Accordingly, after the prior approval of the Management, letter to AfD for issuance of the NOC for initiating the re-
tendering process was sent on 25.08.2022, in response, ATD vide e-mail dt,29.08.2022 has intimated that, “afher
analyzing recommendations of Tender Evaluation Committee [TEC) with AFD HO, AFD proposes that HPPCL shall
submit revised tender documents/RIPs with proposed changes with respect to new technical specification, pre-bid
gueries and related clarihcations, After reception of these revised bid documents, AFD will examina the matter in order
to provide NOC in this context and will allowe HPPCL to retender EM package of Chanju 11l project subject to compliance
with AFD's standard procurement guidelines”™ , Accordingly Revised tender documents are being prepared. Now,
tenders are expected to be awarded by March, 2023,
iif} Deothal Chanju HEP (30 MW):

1. Civil & HM Works

Draft bidding documents of Package-11 were sent to AFD on D1.01.2022 for approval and Bsuance of NOC. The
matter regarding minimal participation of bidders during the procurement of Chanju-111 HEP was deliberated with AFD
during meeting heldd on 19.04. 7022 . Accordingly, it was decided for combining/clubbing of two civil works packages into
a single packape, as the quantum of work/contractual amount would be enhanced, which might enable HPPCL to
attract greater participation of bidders, After clubbing the scope of works under Package-1 & Package-1l into a single Givil
E HM Works Package, the draft RfP documents have been sent to AFD on 21.06.2022 for review and issuance of NoC.
AlDvide email dated 15.07.2022 & 02.09.2022 have raised some observations and same are being attended to. Tenders
shell be loated after getting NOC from AFD.

2. EEMWorks:

Draft Bid documents in respect of E&M package were sent to AfD for review & issuance of NOC on 30.05.2022
Comments of AfD were received on 27.06.2022. Accordingly, draft tender documents are being revisedreply to AfD ane

being prepared,
(D) PROJECTS WITH APPROVED DPR (239 MW)
J Surgani Sundla HEP 45 MW

1]
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{E}] PROJECTS UNDER INVESTIGATION
(a) DPRs In Advanced Stages (B3B8 MW)

1. Nakthan HEP A60MW
2. Kashang Stage IV 4w
3. Kishau Multipurpose Project  GGOMW (330 MW HP Gowt.)

(b) DPRs in Intermediate/Initial Stages (427 MW]

1.  Gyspa Dam Project 300 MW
2. Bara Khamba HEP 45 MW
3. Triveni Mahadev HEP 72 MW
4. Aghlor Solar Power Project 10 MW

The DPR of Thana Plaun HEP has been concurred by CEA vide office memorandum dated 07.09.2021, In context of
Forest Clearance of the project, State Government has approved the case and it has been submitted to MoEF & CC for
stage-1 Forest clearance wherein few cbservabions were raised which were rapligd during March 2022, Now MotF £ CC
has again ralsed few observations during May, 2022 which are being attended by HPPCL and the compliance on the
same shall be submitted shortly, Expert Appraisal Committes has recommended Environment Clearance (EC) to
MOEF&RCC subject to two conditions;

I, Stage-lforest clearance.
1. Adherénce tathe conditions of cumulative EIA study of Beas Basin.

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

DPR of Nakthan HEP (#60MW) although in advance stage of appraisal in CEA/CWC, Goi but has been withheld due
to ongolng dispute In water sharing with an IPP. Matter is under consideration of GoMP for an amicable settlement
batween parties. DFR of Kashang Stage-1V HEP [#8MW] is under advanced stages of appraisal with Dok GoHP. The work
of Consultancy Services for Preparation of revited, Updated, Comprehensive and Bankable DPR of Kishau MPP has
been awarded to M/s Tractebel Enginaering Pvt. Ltd by KCL.

DPRs of Triven| Mahadey HEP (78MW) and Bara Khamba HEP [45MW ] have been taken up for preparation in house
in tie ypwith HPSEBL, DPR of Aghlar 5PP s under preparation.

(F) PROJECTS UNDER PRE-INVESTIGATION STAGE (350 MW)
| 1)  Khab HEP 305 MW B

(G) PROJECTS OF NATIONAL IMPORTANCE (340 MW)
Following 2 number Projects of National Importance are under implementation by HPPCL:-
(i} RENUKANDANM PROJECT (40 MW):

CWC has finalized revised cost estimate of the project on Oct, 2018 Price Level for a total amount of Rs.6546.99
Crore, (Earlier it was approved on March, 2015 Price Level for total amount of Bs.4596.76 Crore.) TAC has also accepted
the revised cost estimate In its 143rd meeting on 9.12.2019. However, the LADF amount i.e Rs. 104,20 Crore has not
beeninciuded inthe total cost of the project.

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

Interstate Agreement has been signed by all the benefichary states on 11.01.2019.

Investment Clearance was granted by Mold5 on 07.08.2020. Cabinet Commitiee of Economic Affairs (CCEA)
approved the Project on 15.12.2021. Hon'ble Prime Minister of India laid the foundation stone of the Project on
Z7.12.2021.
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Haryana provided an amoawnt of R5.22.2336 Crore on 28.10,2022. Gol India sanctoned Rs.1037.9246395 Crore on
03.03.2022 as "On Account” payment of Grant Component of Central Assistance under Accelerated Irrigation Benefit
Programme {AIBP) Capital Assets under PMKSY for the State's Annual Plan 2021-22,

Stage-| Forest Clearance accorded on 15.02.2015 was further extended for two more years .2, upto 20,02.2024 vide
Mok FECC letter No. 8-1/2009 FC dated 29-03-2022.

dmount required to be deposited in Compensatory Afforestation Fund Management and Planning Authority
{CAMPA) in the account of State of Himachal Pradesh was revised to Rs.628,36,08 612/- from earlier amount of
Rs.586, 38 46,912/ by Diviskonal Forest Officer [DFQ) Renukall vide letter dated 31-03-2022, a5 Met Present value (NPY)
Forestland to be diverted has increased by Bs41,97,61,700/-,

An amount of R5.622,76,00,196/- has been deposited in CAMPA on 12-05-2022. Departmental charges of the Forest
Department amounting to Rs.5.60 Crore will be deposited when funds are recaived in the next central assistance, Forest
Stage-ll clearance is expected by November 2022.

AL per MoEF & CC Notification dated 18th January, 2021 the Environment Clearance is valid tll 22.10.2023, The
proposal for de-novo Enwironmental Clearance has been submitted and under process with MoEF & CC.

GoHP has approvied the HPPCL proposal to engage CWC as Destgn Consultant on nomination basis Tor the project.
CWC has been requested to start the work of reviewing the DFR, preparation of tender stage drawings and detailed
design vide letter dated 01.07.2022. Hard and soft copy of DPR and schedule of deliverables have been supplied to
CWC,

(li) Gyspa Dam Project (300 MW): (National Importance Project)

Project was declared as "Mational Project” by MoWR, Gol on 26.02.09, Mol was signed between CWC B HPPCLon
23.03.12 for funding cost of DPR preparation including survey, investigation works from Central Assistance Scheme.
MoWR released Rs.5.00 Crore out of total agreed amount Rs.12.50 Crore. Revised Moll was signed on 15.07.14 for
extending the validity of same.

Contract for investigation of project & DPR preparation was awarded to M/s 5cot Wilson India Ltd, for total amount
of Rs.9.423 Crore on 09.09.10, HPPCL had posted DGM level officer with adequate staff for carrying out investigation
works, However, no activities were allowed by local people, Effarts were also made to carry out investigation undeér
palice protection; howewer, local people in huge numbers did not allow same, HPPCL has incurred an expenditure of
Fis. 10,62 Cron works, however, due bo such impasse, office was closed on 30,09, 16,

After dam construchon, T4 families with total population of 365 are likely to get displaced. Local people are opposing
project on the grounds of relocaticn & their fear that entire ecology of Chenab Valley will be harmed.

MD, HPPCL have visited project site on twio occasions and held meetngs with District Administration & local people
including elected representatives, The last wisit was made from 17.07.17 to 19.07.17; however, no headway could be
made. In order to allay the fearfapprehensions of the local populace on the environmental concems, the Addl. Chief
Secretary (MPP & Power), GoHP, vide D.0 Note dated 2nd August, 2017 took up the matter with Secretary, Ministry of
Ervironmient, Forest & Climate Change, Gol for carrying out 8 comprebensive Cumulative Environment Impact
Assessment Study [CEIA) for the Chenab Basin. The study has been carried out by MoEF & CC. The consultancy agency
i.e. Scott Wilson has been notified regarding termination of the contract.

In a meeting chaired by Worthy Chief Secretary on dated 17.10.2019, In which DC & 5P Lahaul & Spiti also
participated through VC, it was decided that investigation work shall be started again with due help of administration.

Fresh termsof reference {ToR) for obtaining permission for investigation works from MoEF & CC wasapplied. During
gth meeting of Expert Appraisal committee [EAC), River Valley Projecis, MOEFECT held on dated 25.03.2021 the
proposal for grant of ToR for Gyspa Dam project has been deferred by EAC on following lines

"Since the project has been presented as o Nobiono! Project and olso comes under the ambit of I|WT, the conceptuol
plon shall be submitted to CWL for primefocio occeptonce of the location of the dom ond other components of the
project. The consent of CWC to be submitted to the EAC for further consideration,”

Accardinghy, HPPCL vide letter dated 27,04, 2021 requested Central Water Commission (CWC), New Delhi to accept
the proposed layout of Gyspa Dam HEP so that matter may further be pursued with MOEFECC, OWC vide letter dated
06.08.2021 desired additional geclogical data to examine the suitability of Dam Axis. HPPCL vide letter dated
16.08.2021 submitted that the detailed geological investigation desired by CWC shall be carried out after approval of
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ToR from MoEF & CC and hence requested to convey the prima—facie acceptance of location of the dam sothat case for
approval of ToR can be processed but CWE reiterated that it is essential to examine the layout of spillway and proposed
sediment management measures to examine the suitability of Dam location,

The aforesald issue was discussed during 13th High Power Steering Commitbes meeting held under the
chalrmanship of Secretary, DoWR, AD & GR on 06.12.2021 and It was agreed that CWC will have a separate meeting
with HPPCL to resolve the matter so that work of project can be started again. Accordingly @ mesting was held on
04,01.2022 under the chalrmanship of Member [WPEP) CWL wherein it was decided that HPPCL will carry out survey
of project area and thereafter a revised PFR with preliminary proposal will be submitted to DWC for approval.

Meanwhile during the 76th BoD meeting of HPPCL held on 07.06.2021 it was decided that the matter far
construction of Gyspa Dam shall be taken up with GoHP/Directorate of Energy (DoE) to allot this project to some other
PaL.

Accordingly the matter has been taken up with GoHP and HPPCL has requested Dok that the expenditure incurred
onGyspa Dam HEP may be got reimbursed to HPPCL by the other project allottee.

Buring the meeting with CWC held on 04,01.2022, HPPCL officials informed the decision of HPPCL, BoD to CWC
officials but it was desired tll the project is allotted to some other PSU, HPPCL should carmy out the works of Gysga Dam
Project. 5o inview of Mational Impartance of the project HPPCL i trying its best to contribute to [1s optimum potential,
Survey as and when completed [If not hindered by local people} shall be shared with CWC,

(H) THERMAL PROJECT (500 MW}

Himachal EMTA Power Limited [HEPL), 50:50 jaint venture company of Himachal Pradesh Power Corparation Lid.
{HPPCL) and M/s EMTA Coal Limited, was incorporated on 9th January, 2007 1o set up 2 coal based Pit head Thermal
Power Plant {2X 2508 W) at Ranigan), West Bengal. Ministry of Coal vide letter dt, 10072009 allocated Gourangdih ABC
Coal Block for captive use, jointly to HEPL and J5W Steel Ltd. on equal sharing basis, resulting into the fermation of
another joint venture company, named Gourangdih Coal Limited [Joint Venture of HEPL and J5W Steel Ltd). However, in
view of the recommendations of Inter Ministerial Group, Ministry of Coal de-allocated the Gourangdih ABC Coal Block
and subsequently, Hon'ble Supreme Court on 24.09.2014 passed an order stating that the allotment of Coal blocks
made by the Screening Commitiee of the Government of India through the Government dispensation route are
arbitrary and (legal, resulting in de-allocation of Gourangdih ABC Coal Block, allotted jointly to M/s HEPL and M.fs ISW
Steal Ltd.

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

a) CBl Court Case related matter; On reference of Central Vigilance Commission, CBI registered the case on
O7.08.2014. M/s HEPL vide Board Resclution dt. 02.03.2016 authorized Sh. Bikash Mukherjee, Director, HEPL, to
present the case before the Hon'ble Court, Further, GoHP's State Law Department vide letter dt, 07.01.2021 intimated
that the Government has decided to defend the case before CBI Special Judge (PC Act), Mew Delhi, on bebalf ogf HPPCL
and accordingly, Ld. District Attorney, HP Legal Cell, New Delhi, vide letter dt. 29.01. 2021 entrusted to defend the case to
Sh. Aaditya Vijay Kumar, Panel Advocate.

Regarding issuance of Power of Attorney, Sh. Aaditya Vijay Kumar vide letter dt. 19.04.2021 clarified that “. the
Vakalatnama can only be provided by HPEMTA and not HPPCL or any other sister concern as the same is not a party to
the above captioned matter. The Vakalatnama s essential for carrying out any representation. In the absence of a valid
Vakalatnarma, we would not be able to file an inspection, or retrieve any certified copies of the documents which are
betore court.” Thereafter, as per meeting dt. 27.05.2021 held with the Addl. Chief Secretary [Power), memorandum, for
authorizing 5h. Aaditya Vijay Kumar to attend the hearings (as the Nol/ consent, sought by HPPCL, from Directors on
the Board of M/s HEPL from M,s EMTA Coal Limited side was awaited), was placed before the Board of Directors (BoD)
of HPPCL in meeting dt. 07.06.2021 wherein it was decided that "...the matter be discussed by the Managing Director
and Director [Electrical) with the &ddl. Chief Secretary (Finance) to the GoHP 50 as ta reach on any concrete declsion”.
Accordingly, discussions was held with Addl. Chief Secretary (Finance], who further sought views/ suggestions of the Ld.
Adv. Aaditya Vijay Kumar, which was furnished by the Ld, Counsel vide a-mail dt. 09,07.202 1. Thereafter, the Addl. Chiaf
Secretary (Finance] suggested HPPLL to take Legal opinion on the said views of the Ld. Counsal from the State Law
Department, for which HPPCL réferred the matier to the Addl, Chief Secretary (Power), who vide letter dt. 11.08.2021
intimated the opinion of the Law Department stating “..this department agrees with the observations of the Ld.
Counsel and Ld, Joint Director, Legal Cell, HP at New Delhi and accordingly opines that since HPPCL and |ts officials have
not been arrayed as necessary party in the instant criminal case as stated by the AD, moreover the official of EMTA are
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not ready to engage an advocate or sign Vakalatnama, therefore AD is advised to proceed further in the matter as per
advice/ direction of the Ld, Counsel who has been appointed to watchout! defend the matter before the CBI Court who
is also incharge of the case”, which was further Intimated to the Joint Director, HP Legal Cell, New Delhi, for taking
necessary action.

Furthes, Ld. Adv. Aaditya Vijay Kumar vide e-mail dt. 26.02.2022 submitted the update with respect to watching/
safeguarding the Interest of officers of GoHP/HPPCL and intimated that Mr. Aggarwal, Counsel for the Accused, istrying
to shift the onus on HPPCL Officers. In this context, apinion from Ld. Advocate was sought, who vide e-mail dt.
04.04. 2022 opined the following:-

“Issue no. I) whether the officials of HPPCL con be impleaded in the above coptioned motter of the present stoge?

b. . there it a possibility that the officials of HPPCL could be arraigned as an accused; however that is subjact to the
Magistrate recording his satisfaction that an offence is committed by the officials of HPPLL. ...

d. Considering amaigning the officials of HPPCL would effectively open a Pandora's box and would derail the
culmination of the present proceedings [considering a number of issues would have to be considered as set out above),
it seems highly unlikely that the Learned Special Judge, CBI will allow the officials of HPPLL to be arraigned as the
Accused, especially at the stage of Final Arguments (which the matter is presently listed for). it is, however, made clear
that the possibility of arraigning the officials of HPPCL as an Accused is not ruled out, but ishighly improbable.

&, Further, while we are not privy to the evidence lead by the arraigned accused, from the hearings, it cannot be said
with any element of conclusiveness that the essentials alements of section 319 (1) of the CrPC were satisfied for the
officials of HPPCL to be arraigned as anaccused.

Bsue no. 2} Whether HPPCL officers hove a remedy to approoch the Delhi High Court in the event of an odverse
finding from the Learned CBI Special Judge in the above captioned matter?
€. ,.the officials of HPPCL do not have the locus standl, a3t present, to approach any court in appeal, revision or quashing
especially since [a) no order has been passed agalinst the officials of HPPCL and (b) the rights of the officials of HPPCL are
naot affected in any manner, Once again, it i made clear that even findings against the officials of HPPCL after final
arguments (and should there |s an eventual acguittal of the existing Accusad) is not subject to appeal by the olficials of
HPPCL as the officials of HPPCL are not a party to the preésent dispute, Hence, the officials of HPPCL can never be stated
to be aggrieved by the order of the Magistrate.

d. ...the answer to the guestion above is in the negative |e. the officials of HPPCL do not have the right to appeal, revise
or file quashing against any order passed by the Special Judge, CBI, Rouse Avenue.”

Thereafter, Ld, Advocate vide e-madl dt. 12.04,2022 submithed the involces and intimated that " for the purpases of
observation, though time is spent, the State panel does not have criterla for observing cases nor does it pay for
observation of the cases. Similarly, though an opinion is sought from us, the State panel does not provide for
remuneration for the opinion... since the State panel does not pay for the hearnings as the case is being observed, we
would be billing Himachal Emita for our legal bills...", In this context, HPPCL sought clarification from District Attorney,
HP Legal Cefl, New Dethi, who vide her letter dated 21.05,.2022 clarified that “...In my understanding. Mr. Aditya Vijay
Kumar.,, Pane| Advocate is enntled for fee @5000/- per date for appearance/ observation. As far as the fee requested by
him for the oprmion dated 04.04.2022 = concarnad, it is part of the duties assigned to him as an advocate in this case”.
Also, clarification from the GoHP was sought regarding bearing the expenses of Ld. Counsel and it was clarified by the
ACS |Power] that "HPPCL will bear the expenseson this account™,

Furthers, as per concerned CBI court's order di. 23.05.2022 and 07.06.2022 final arguments on behalf of all the
accused persons and rebuttal arguments on behalf of CBI, respectively, were concluded. Subsequently, CBI court on
31.08.2022 passed its judgment and as per the findings of the judgment °...it is held that the prosecution has proved the
charges. All the accused &, the compary M/s Himachal EMTA Power Ltd, (&-1), its two directors Ujjal Kumar Upadhaya
{A-2) and Bikash Mukherjes [A-3) and its CGM [Power) N.C. Chakraborty [A-4) are hereby held guilty and convicted for
the offence u/fs 120-BI1PC and 120-B r/w 420 I1PC. All the accused are also held guilty and convicted for the substantive
offence ufs 420 |PCT, Thereafter, orders dated 07.09,2022 on seéntence were passed by the Hon'ble court wherein out of
total four (4) convicts, M/s HEPL has been fined with Rs. 10,600,000/ under 120-8/420 IPC and 10,00,000/- under 420
IPC, which has been asked to be deposited within two weeks (tll 21.09.2022). Whereas, other three convicts from other
side have been sentenced for three years imprisonment. However, they have been granted bail for 45 days to fike
appeal..
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b} Income tax related matter: Income Tax (IT) Department vide Assessment Order di, 24,08, 2017, determined a sum
of Rs.2,52,780/- payable by HEPL for AY 2015-16, HEPL filed appeal against the said order in CIT on 12.10.2017 and
submithed 20% of the demand amount i.e. Rs.50,556/- with the IT Department. However, Income Tax Commissionar
vide order di. 29.03.2019 dismissed the appeal of HEPL and upheld the assessment order du. 24.08.2017. Thereafier,
HEPL opined to deposht the demand amount with the Income Tax Department and sought 50% contribution [towards
50 % share) from HPPCL, for which HPPCL reguested HEPL to deposit the tame from its Bank accounts anly, In
response, HEPL intimated regarding attachment of its Fixed deposit and Current Accounts by the Enforcement
Directorate (ED) vide order di. 29.12.2017, which & pending before the Hon'ble Supreme Court. In this context,
HPPCL's Finance wing opined that HEPL may write/ apprise the IT Authorities regarding attachment of its accounts and
as such, HEPL requested IT Authorities to not take any action to recover the demand Gil the decision of the court.
Income Tax Officer, Shimla, vide letter dt. 28.07.2021 gave opportunity to hear the case, for which 5h. Mukesh Sharma,
Chartered Accountant (CA), appeared before the Assessing authority and apprised him about the status of HEPL's
acoounts, Assessing Officer assured that no coercive acton will be taken 6l the final hearings relating to 5eizure of bank
accounts by the ED.

c} Encashment of HEPL's BG by PGCIL: HEPL vide application di. 04.07.2011 requested PGCIL for Grant of
Connectivity & Long Term Access for evacuation of power and submitted the Bank Guarantee [BG) of Rs. 50 Lakhs. In
view of de-allocation, HEPL vide |letter dt. 18.06.2015 informed PGCIL about its decision to abandon the project and
requested to release the BG, however, PGCIL encashed the BG. tn this regard, Ld. Adw. Lalit Kumar Sharma opined to file
patition ufs 79{1){c) of Electricity Act before Central Electricity Regulatory Commission [CERC), New Delhi, which was
inttmated to HEPL with the request to place the opinion before the BoD of HEPL for directions, However, HEPL vide
letter dt. D6.03.2020 proposed to again request FGCIL and accordingly, requested PGCIL vide letter dt. 24.07.2020 to
reconsider its decision. Thereafter, M/s HEPL vide letter dt. 10.03.2022 forwarded the response of PGCIL to HPPCL,
wherein PGCIL stated that the contentions of HEPL are misplaced and without any merit. In this regard, HPPCL again
requested M/s HEPL to place the legal opinion of Sh. Lalit Kumar Sharma before the BoD of M/s HEPL, for which M/s
HEPL vide fetter di. 05.05.2022 intimated that they have prepared circular resolution proposing Niing of petition against
PGCIL before the CERC, New Delhi, and requested HPPCL to see the possibility of bearing the expenses for filing of
petition including fees of Advocates from HPPCL's end initially, which would be shared jointly in due course. HPPCL vide
letter dt. 13.05.2022 requested M5 HEPL to place the said matter of sharing of expenses before the Bol of M/s HEPL
for taking declsion,

d) Compensation received from Ministry of Coal: Ministry of Coal (MaC), Govt. of India, vide letter dt. 28.03.2017
sanctioned the compensation, amounting to Rs. 4,78.81,951/- (out of the total claimed amount of Rs. 4,90,21,071/-), In
favour of M/s Gourangdih Coal Limited (GCL), in the capacity of joint prior allottee, for the expenditure incurred
towards cost of Geological Report. However, the expenditure incurred towsrds cost of consents, amounting 1o
Rs.11,39,120/-, was not considered by MOC, for which necessary clarification has been sought from MoC and reply on
the same is still awaited. The abowve amount of Rs.4,78,81,951/- has been received to M/s GCL, out of which an amount
of Rs. 1,19,70,488/- (i.e. 25% of the total amount] is payvable to HPPCL in proportion to its equity participation. In this
regard, BoD of M/fs GCL in its meeting dt. 74.07 2017 observed that: “... all the financial needs of the company had been
met by the co-promoters Le, HEPL and I53W In equal proportion, including the aforesald expenses towards
procurement of Geological Report of Gourangdih ABC Coal block and Cost of Consents for operationalisation of the said
coal block. Barring @ small amount, all such funding had been in the nature of ‘Contribution towards Equity Shares',
therefore, the compensation amount cannot be utilised by the Company for paying back the funding of co-promoters
except in case of winding up of the Company, in accordance with the statute”,

(I SOLARPOWERDEVELOPMENT
Berra Dol Solar Power Project:
® H.P. Power Corporation Ltd, envisaged setting up of 5 MWac Solar PV (Photo Violtaic) Grid Interactive Power Pant at
Barra Dol, Mear 5el Naina Devi Ji Shrine, District Bilaspur, Himachal Pradesh,
& |nits 45th meeting, BaD of HPPCL approved to execute Berra Dol Solar Power Project (5 MW ) in single stage.
s Power Purchase agreement of the project wassigned with HPSEBLon 31.03.2017,
» HIMURIA accorded in principle approval for setting up Berra Dol SPF and registered the project vide letter dated
27.05.2017.

& The Project was awarded to M/s Bharat Heavy Electricals Limited {BHEL) on Engineering, Procurement and
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Construction (EPC) mode vide letiér of acceptance dated 10.07.2017 and the contract for the same was entered
into on 22.07,2017.

= Berra Dol SPP was successfully synchronized with the grid on 07.12.2018 and its Commercial Operation was
declared with effect from 04.01.2019. The energy generated from the projectis being sold 1o HPSEBL at Rs.4.31 per
unit.

* The Project has beeninaugurated by the Hon'ble CM of HP on dated 20.02.19.

Aghlor Solar Power Project:
# Himachal Pradesh Power Corporation Limited intends to set up a 10 MW Solar Power Plant at Aghlorin Distt. Una.
» Detailed Project Report of 5 MW for Aghlar SPP has been prepared.

* However, as per communication received from DC, Una; General Manager (Industries) has signed Mol with M/s
Suvidha Solar Park over the same land.

s Matier regarding the Status of Land is being pursued with Industries Department.
4, HUMAMNRESOURCES MANAGEMENT:
A} HumanResources:

HFPCL has adopted CPSU based improved organizational structure with three broad categories of staff, like
Execubives, Supervisors and Workmen in different levels and clusters.

The total manpower on the rolls (Direct Recruits and Absorbed employees) is indicated in table below. The strength
of HPSEBL/HP Govt employees on deputation/secondment is 237, 197 and 181, which is in addition to these figures
foryear2019-2020, 2020-21 and 2021-22 respectively.

i] Representation of Women Employeesis as under:-

EmplinyEni 20, 0

as en 31.03.2017 Women Employass staff strength

Onke & Yea Fercentage of aver-all
Date & Year

Welfare Measures for Female Employees;-
Steps taken for the welfare of Female emplovess

a) Maternity leaves are provided tofemale emplovees as per the provisions of Maternity Benefit Act, 1961.

b) Internal Compiaints Committea has been constituted to handle the grievances fcomplaints related to sexual
harassment reported by female employees.

c] Women employees have the option to declare their Parents /Parents in law as thelr dependents for availing the
benafit of Company Medical Benefit rules.

ii) Representation of Persons with Disability [PWD) is as underi-

- - Mumber of Number of Percentage af aver-all
Date & Year

Empl-:”-.'-nﬂ- a_-rrlrz-ll_ln,r-p- 4% PWD staft "1"'-""'121'-'

31.03.2021 EEE] 7 2%
Welfare Measures for Persons with disabllities:-
Steps taken for the welfare of persons with disabilities

a) Grievance Redressal Officers have been nominated tohandie the grievances of PWD's,
k) HPPCL is providing reservation to these categories as per the Policy prevalling in the State of H.P.
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ill) Representation of SC/ST/OBC Employees is as under:-

. i Mumber af Represantation
LEaEE & Taar : e e x

Employess atal 50 Total 5T | ST

31.03.2001 310 8 17% 18 5% 38 1%
HPPCL is taking care of socio economic development of weaker section of the society which includes 5C, 5T and
OBC's, HPPCL is providing reservation to these categories as per the Policy prevalling in the State of HP. This policy ks

alsa applicable for SC/ST/OBC candidates while considering their candidature for promoticn. Representation of
SC/ST/OBC member, inthe Committee constituted for promotion of employees.

iv) Recruitment

With reference to achieve the tasks and targets as [aid down by the Corporation for each division, the manpower
requiremaent for the financial year both in qualitative and guantitative terms was met by initiating the process to fill up
the various posts of different categories on secondment from HPSEBLfother HP PSLUs, through direct recruitment from
HP Public Service Commitssion, Shimla and HP 51aff Selection Comrnisslon, Hamirpur along with other agencles viz, HP
Ex-servicemen Cell/Department of Social lustice and Department of Youth & Sports. Accordingly, out of the
requisitioned vacancies, the following categories of posts stand filled up:

| Fillied In 2019-20 | Flled In 2020-21 | Filled In 203 1-22] Fied
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B) TRAINING:

HPPCL is a technical and professional organization, undergoing a rapid transformation due to technological and
managerial advancements/ practices. To be abreast with the pace, HPPCL as per the requirement has formulated its
own Training Policy” for [ts employees, The training provided to employees keeps them motivated and upgrades their
skills tdmely, HPPCL training program Includes In-house trainings, seminars, conventions, workshops, symposiums,
presentations, exposure wvisits, training/fcertificate courses or any other structured learning or developmental
programs, based on organizational needs, As per this palicy, efforts are afoot that all categories of employees ane being
trained in one or the other way every vear, irrespactive of their level.

During the year, the figures tabulated below show at a glance the pumber of personnel sponsored/fare to be
sponsored by the HPPCL to undesgo trainings and participate in various conferences/ workshops and seminars:-

Capacity Bullding

External Trainings 48 BT 63
Capacity  In-House Trainings Nos of e a0 124
Building Number of Seminars employees 0 0 0

‘Exposure Visit (Abroad) 0 o 0

Exposure Visit [India) 0 o o

Apart from this, HPPLL also understands its social role in the society, Keeping this in view, a specific number of
technical/management students from different universities/colleges/institutes are allowed o undergo Industrial
Training in the organization far 2-6 months free of cost, The detail of total stedents allowed to take vocational training
during 2019-2010 2021-22 at various offices and Projects sites of HPPCL isas under.

Offices/ Projects Electrical | Information | Civil Enginee
Enginaer | Technology | & others
Corporate Office 18 26 3 7 3 57
Lo : S . A |
STKHEP Kinnaur $ i - - 15 16
Sainj HEP, Kullu - - - - - -
RDP, Sirmour - - - > 2
-‘HH = i | ::'I'.-: - - 1
Total 18 27 5 7 34 ) |

C) INDUSTRIAL RELATIONS

HPPCL's Management strives hard to address the industrial relation issues, well in time, in order to  accomplish
goals and objectives of organization and to maintain healthy Industrial relations, HPPCL is adhering to all relevant
Central, State Acts and Rules framed there-under, particularly, refating to industrial & labour legislations applicable to
all its HEPs, HPPCL also issues general instructions, time to time, to all its privately engaged Company Contractors and
Dutsourced Manpower's Contractors to abide by these laws and 1o keep the labour unrest at bay, HPPCL strives hard to
ensure that, out of its 1otal manpower whether on rolls of its own or on the rolls of its Contractors, must comprise at
least 80% of Himachali people in it as per Prevalent Policy in State of Himachal Pradesh,
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D} EMPLOYEE WELFARE

The Recreational, Cultural and Sports functions on different occasions were also organized to have better cordial
relations between management and employees, The Corporation also takes care of it5 employees’ medical attendance.
HPPCL has a poficy in place for empanaiment of private medical doctors for routine checkup of its emplovees, Medical
camps are organized on varfous occasions to check the employee's health, Further Raising Day is organized on 18th
December every year with great fervor B joy and employees and their Family membaers ane felicitated during the event.

5. CORPORATESOCIALRESPOMSIBILITY INITIATIVES TAKEN DURING THE YEAR.

As per the provision emvisaged in the Companies Act, 2013, HPPCL has formulated Corporate Soclal Responsibility
(C5R) Policy. In accordance with the said Act, CSR committes has also been constituted. The Committes in its meeting
held on 28th January, 2021 decided and recommended that the Company 5 not reguired 1o spend any fund towards
C5R as the eamings of HPPLL are not to the extent of falling within the ambit of C5R obligations. Since, there are no
profits during preceding three years, so the provisions of the Act are not applicable,

The above recommendations of the CSR Committee were approved by the Board of Directors with the directions to
incorporate these recommendations in the Board Report for the financial year 2019-20. Therefore, the policy would be
implemented as per the requirement of the Act.

The reguisite Performa in respect of Corporate Social Responsibility was attached in the earlier Board's Reports.
B ENVIRONMENT

Prior 1o start any construction activity obtaining of statutory clearances i.e Enwironment Clearance |EC) and Forest
Clearance (FC) Is prerequisite. For abtaining of Environment Clearance, approval of Ervironment Impact Assessment
{EIA} Report and Enwvironment Management Plan [EMP) is mandatory from Ministry of Environment and Forest and
Climate Change (MoEF & CC). In complianoe to above, Environment impact Assessment (E1A) Reports are being
prepared by the third party l.e. consultancy firm {accredited by MoEF 8 CC) in each project to assess the impact of the
project.

Environment Management Plans are executed diligently & rigorously In each Hydro Electric Project of HPPCL
Precautionary principles are applied right in the planning and inception stages of various projects. The areas with high
blodhversity or forming parts of protected areas {national park, wild life sanctuary and biosphere reserve) are avoided
even at the cost of foregoing power generation potential, If inevitable, HPPCL goes beyand the statutory requirements
to compeEnsate the loss,

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

Environmental Safeguards for protecting Environment are always given top priority by H.P. Power Corporation Ltd. in
its working. HPPCL always ensure proper/adeguate compliance towards the stipulations provisioned under
Environment Clearance {EC) and Forest Clearance (FC) accorded by Ministry of Environment and Forest & Climate
Change [MoEF & CC). Simultaneously, HPPCL also take care of Environment, Health & Safety isswes in consonance to
the parameters of International Funding Agency. Adherence to various regulations/stipulatons and arders on
environmental safeguarding is the normin the organizational culture of HPPCL

HPPCL also complies with the safeguarding guidelines of Intermational Funding Agency. HPPCL Projects are
designed to align with Environmental Safety, Resource efficiency, Pollution Prevention & Management, Blodiversity
Conservation and Sustainable Management of Living Matural Resources & Community Health B Safety etc. By
incorporating binding conditions, HPPCL makes its Contractors also compliant with environmental safeguards and
emwironment management actions, HPPCL has recruited, trained and placed well qualified dedicated stalf for
environment management. The responsibifity has been entrusted to the environment staff to ensure the proper
monitering of various environmental parameters like Water sample analysis, Air sample analysis, progress of
Catchment Area Treatment [CAT Plan) and Compensatory Afforestation etc. on a regular basis by other stakeholder
deptts, and Govt, agencies like HP Forest department and HP State Pollution Control Board,

HPPCL has been able to get twa of its hydroelectric projects [Integrated Kashang HEP Stage-l, 11 & 111{195 MW and
Sawra Kuddu HEP [111MW)| registered with UNFCCC under COM initiatives. Both the projects have also been
vialidated as WCD comphiant by TUV Rheinland [ China) Limired.
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7. REMABILITATION ANDRESETTLEMENT

Continuing with its commitment to improve the lives of affected people compared to pre-project scenario, HPPCL
has guided its standard Resettlement and Rehabilitation (RER) Plan which incorporate entitlements of Project Affected
Families and RR Packages with the aim to provide clarity, focus and ease of implememation. The standard BR Plan of
HPPCLIs a model for the sector in the state,

To supplement the measures of RR Plan, HPPCL has formulated and i implementing number of RER Schemes in
consultation with affected communities in Project Affected Areas. These schemes involve local youth, promote sports
and encourage entrepreneurship, HPPCL s assisting i skill development through providing the vocational training to
the local youth in various Industrial Training Institutes and heiping in education of the wards of affected families by
provading scholarships to the metitorous students.

As per HP Government policy and guldelines, contribution towards Local Area Development Fund (LADF) is being
done regularly in the concerned districts while carrying out 2 number of works over and above the provisions of LADF.
HPPCL would remain committed 1o contribute 1% of its power revenue to LADF during operation phase of its projects,
which |5 to be distributed to local communities in Project Affected Area as thelr personal income thus making them long
term stakeholder in the project, Further, [n the commissioned projects, HPPCL [s also providing 100 units of electricity
{free} per month to the Project Affected Families.

HPPLCL is not only Implementing measures under Its &R Plan, but also compiling with the social standards of
international tunding agencies. The Corporation is proud to be in the forefront of improved RER measures, and isable to
accomplish with the dedicated RER staff recruited and trained by it

B. ACCOUNTS

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

NamE ol the Fropect Date of C DTS B E | Afdress

1 Integrated Kashang Hydro 1st September 2016 Recongpea, Distt.:

Berradol Solar Power
Plant (SMW)

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

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

Administrative and other general overhead expenses of Corporate Office and Design Wing are apportioned to all the
Projects under constructionsurvey investigation stages in the ratio of expenditure incurred by these projects and to the
commissioned at the ratio of Sales to Capital outlay, Further all such expenses of Projects, under construction/survey
investigation stages, attributable to construction of fixed as=ets are dentified and allocated on systemartic basis on malin
{Civil & Electro-mechanical assets), on commissicning of projects.
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9. INTERNALCONTROLSYSTEMS

The Company has adequate internal control systems and the transactions/processes are guided by delegation of
powers, documentad polices, guidelines and manuals. The Organizational Structure is well defined in terms of the
structured authority/ responsibility involved ata particular hierarchy lewveal,

In order to ensure that all checks and balances are in place and internal control systems are inorder, regular internal
audit s conducted by firms of Chartered Accountants in close coordination with Company's own staff,

10. DIVIDEND

Since the Company has not earned any profit during the Financial Year 2019-20, therefore, the information is ndl.
11. CAPITAL GRANT RECEIVED FROM GOVT. OF INDLA

The Renukajl Dam Hydro Electric project and Gyspa Dam project are being implamented by HPPCL as Natonal
Projects and are fully funded by the Government of India and Governments of beneficiary States. The contributions of
R5. 76,201/ Lacs, have been recelved as on date, In case of Renukajl Dam project from Gol, Delhi Jal Board and other
Governments of Beneficiary States. In case of Gyspa Dam project Rs.500.00 Lacs, was received from CWE, New Delhl,
The same have been treated as Capital Grant along with the additional funds spent by HPPCL from its own sources, net
of depreciation, Detail is Annexed to the Annual Accounts under Notes to Accounts Note No, 2.24; Other Non-current
Liabilities,

12. CHANGE IN THE NATURE OF BUSINESS, IF ANY.

The informationis nil please.

13, MATERIAL CHANGES AND COMMITMENTS, IF ANY, AFFECTING THE FINANCIAL POSITION DF THE
COMPANY WHICH HAVE OCCURRED BETWEEN THE END OF THE FINANCIAL YEAR OF THE COMPANY TO
WHICH THE FINANCIALSTATEMENTS RELATE AND THE DATE OF THE REPORT:

integrated Kashang Hydro Electric Praject Stage-l [(Unit-11 - 85 MW} was commissioned on 01.09.2016. Alsa, Units 111
& | of Integrated Kashang HEP [195 MW} were commissioned on 03,03, 2017 & 31.03.2017. The power of Kashang HER
was initially sold to HPSEBL till 06.05.2018 and thereafter it was being sold on Indian Energy Exchange through power
traders, From 01.05.2022 onwards the power of Kashang HEP is being sold to HPSEBL and accordingly the project has
generated 847.57 MU up to 21.06.2022 and Rs.220.92 Crore of revenue has been generated.

Sain] HEP [ 100MW-Unit | & 11) was commissioned an 04.09.2017, The power of Sain] HEP was sold on Indian energy
exchange through power traders and accondingly has generated 181632 MU upto 21.06.2022. Revenue of Bs. 571.56
Crore has been generated.

Sawra Kuddu HEP [111MW) has been commissioned on 21.01.2021. The power of HEP was being sold on Indian
energy exchange through power traders. From 01.05.2022 onwards the power of Kashang HEFP iz baing sold to HPSEBL.
The project has generated 39230 MU upto 21,06,2022 and earned revenue of Rs. 167. 10 crore 6l 21.06.2022.

Berra Dal Solir Power Project of 5 MW capacity was also commissioned on 04.01.2019 that has generated 28.65 MU
1ill 21.06.2022 and Rs.12.35 crore of revenue has been generated. Sale of power is being done to HPSEBL.

Power of HPPCL Projects was being sold through online platform of 1EX (Indian Energy Exchange). However, in the
recent past HPPCL has signed short term PPA with HPSEBL for its power from Kashang HEP Stage-k 65 MW) and Sawra
Kuddu HEP {111 MW) with the understanding that such arrangement will be continued for future on regulated rates.

14, SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE REGULATORS OR COURTS OR TRIBUNALS
IMPACTING THE GOING CONCERM STATUS AND COMPANY' SOPERATIONS.

In Renukaji, all the private land 947.4 hectare has been acquired by HPPCL and an amounting to Rs. 401,49 26,211/-
has already been disbursed to land owners as per the award of Land Acquisition Collector (LAC), HPPCL, Shimla,
Further, the Land owners challenged LAC award in reference Court's B as well as in the Hon'ble High Cowrt, Shimla and
got rates enhanced to Rs.7 Lakh per Bighas irrespective of classification of land.

In this regard, an amounting to Rs. 2,14,08,912/- stands deposited on afc of enhanced rates as on 31.03.2020 & the
liabilities of Rs. 455,73,53,702/- has been booked for FY-2020-21 on a/c of enhanced Land compensation [i.e. in Ref.
Court Rs.281,31,63,310/- & towards High Court Rs. 178,41,90,392/-). Further, out of Rs.459,73,53,702/- an amount of
Rs. 256,20.71,688/ has been deposited in the Hon'ble High Court as well as in the ref. Court 3t Nahan [Le. Rs.
205,60,26,261/- & Rs, 59,60,45 427/ respectively) from dated 01.04,2022 to 14.07.2022.
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It Is also intimated that an amounting to Rs. 81,04,712/- has been deposited with the Honble High Court on afc of
Arbitration Case Mo, 100/2018 titled "Arvind Kumar Bansal Vs HP Power Corporation Ltd "on 15.02.2015.

Further, the details of pending court cases before respective Hon'ble Courts 85 on 30.06.2022 in respect of Renukajl
Dam Project i enclosed (as per Annexure-Al,

15, SUBSIDIARY/IOINT VENTURES/ASSOCIATE COMPANIES

The Company has a Joint Venture Company named Himachal EMTA Power Limited with 50:50 partnership with
EMTA Coal Limited (HEPL) and has made an investment of Rs.398.00 Lacs In its equity, for sething up (2x250 MW)
thermal power plant at Ranlgan], West Bengal. Further, Himachal EMTA Power Limited has also incorporated a
Companynamed Gourandgih Coal Limited with 50:50 partnership with 15W Limited.

16, PERFORMANCE AND FINANCIAL POSITION OF EACH OF THE SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURE COMPANIES INCLUDED IN THE CONSOLIDATED FINANCIAL STATEMENT.

The Corporation has made an investment in Himachal EMTA Power Limited of #5.3.98 Crore (Rs5.3,38 Crore Equity
Shares & 0.60 Crore Share application money pending aliotment). Further the annual accounts of Himachal EMTA
Power Limited have been consolidated with the annual accounts of HPPCL and the Auditors Report with respect to the
consolidation is also annexed for the financial year 2013-20.

17. DEPOSITS
The Company hasnot accepted deposits, Hence the information s nil,
18 AUDITORS REPORT AND COMMENTS OF CAGOF INDIA,

hfs Sonk Gulat & Company, Chartered Accountants were appointed as the Statutory Auditors of the Company for
the financial year ended on 315t March, 2020, by the Comptroller & Auditor General of India. The Auditors have audited
the accounts and submitted their report on 315t March, 2022, which is annexed to the Annual Accounts,

Also, the AG,, H.P. has conducted audit of the Annual accounts for the FY 2019-20 and the comments of the CAG of
India have been received on 23rd August 2022, which are also annexed, The replies to the comments of the CAG of India
are alsoannexed tothe Annual accounts.

19. SHARE CAPITAL

The Authorized Share Capital {ASC) of the Company as on 31.03.2020 was Rs.2500.00 Crore [Twao thousand five
hundred crore only), The issued, subscribed & paid up capital of the Company as on 31.03.2020 was Rs.2180.56 Crare
and Share Application monpey pending allocation was Nil,

20, EXTRACTOF THE ANNUAL RETURN

The information pursuant to Section 92(3) of the Companies Act, 2013 and rule 12{1] of the Companies
{Management and Administration) Rules, 2014 is appended hereunder in Annexure MGT-9 at Annexure-8.

21, THE CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION, FOREIGN ENCHANGE EARNINGS AND
OUTGO AS PER RULE S OF THE COMPANIES (ACCOUMNTS) RULES, 2014.

a) Conservation of Energy

The Company does not consume renewabie energy in its projects or offices except for energy generated from srmall
Hydiro Electric Projects having capacity upto SMW,
b) Foreign Exchange Earning and Out-Go

Payments in foreign currency are made to the Contractors against their bills. These are recorded on rates prevailing
ondate of payment,

Foreign Exchange Payment during 2019-20:

¢] Technology Absorption
This infermation can be treated as Mil
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22, DISCLOSURES:
A. Disclosures underind. As 10, “Events After Reporting Period”: i.e. after the FY.2019-20:
B. OtherDisclosures

1. On the recommendations of the Board of Directars; the borrowing limit of the Company has been enhanced with
the approval of the Shareholders after getting sanction from the Govt. of H.P. from Rs. 3500 crore to 5000 Crore wef
23.09.2021. Hence, the borrowing limit of the Company as on date is R<.5000 crore.

2. Renukali Dam Project (RDP) is a national importance project mainly to provide drinking water for National Capital
Reglon besides a allied Hydel Electric Project. An amount of Rs.1037.92 crore was released by Govt. of H.P. through
Directorate of Energy {Dof) on dated 31.03.202 2 for ROP as a grant component of central assistance {Centre Sponsored
sScheme) under “accelerated irrigation benefit programme” (A1BP) capital assets under PMEKSY for the state annual plan
2021-22.

21, DIRECTORS:
(A} The Board of Directors
1.1 Sizeof the Board

HPPCL = a Government Company within the meaning of the Companies Act. The present Share-holding is being
contributed by the Government of Himachal Pradesh, H.P. Infrastructure Development Board (HPIDB) and Himachal
Pradesh State Electricity Board Limited [HPSEBL]. The power to appaink the Directors vests with the Government of H.P.
The approved strength of the Board of Directors is minimum 3 and maximum 9. These numbers include Whole-Time
{Functional}, Part-Time (Nominee) Directors and the Managing Director.
1.2 Composition & Tenure of the Board

Ason 31.03.2020, the Board was compnsed of Seven (7] Members, conssting of four (3] Whoke-Time [Functional)
Directors including Managing Director and threa (3) Part-Time {Mominee) Directors representing the Govt. of Himachal
Pradesh.

1.3 Board Meetings

The Board Meetings are held at Shimla te facilitate full participation of Directors. During the FY 2019-20, three (3]
Board Meetings have been held and most of the Directors have attended these meetings. These meetings have been
held on 24.04,2019, 20.08.2019, and 03.12.2019,

1.4 Corporate Governancg

HP PCL continuously strive to bring the best practices expected from us by all the stakeholdersin the conduct of our
business. The Company is a Private Limited and unlisted Company and strictly adheres the Govit. policies and also the
latest applicable provisions of the Companies Act, 2013,
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PARTICULARS OF THE PERSONS WHO ARE/WERE DIRECTORS/SECRETARY OF THE COMPANY AS ON THE
CLOSURE OF FINANCIAL YEAR (2015-20),

ATE OF CEGH
DATE OF DATE OF DATE OF CESSATION

BiIRTH APPOINTMENT G r S A TteT CIosUTY 11

tinancial vaar : IF any)

Sh. Anil Kumar > Ne-il Type-Vi, -

Thakir

fr A
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PARTICULARS OF CHANGE IN THE PERSONS WHO ARE/WERE DIRECTORS/SECRETARY OF THE COMPANY

ODURING THE FINANCIAL YEAR (2018-20).

DETEOF CESSATOM
DATE OF DATE O
NAME SUAL ADDRESS BN edmie | {during/
BIRTH  |APPOINTMENT|

Tinancial ye;
. -‘“"‘"m -mnw 15061961  30.09.2018  Ceased on 02.09.2019
Agaruml, mmum

ms-uur:l.n.

 sh.Prabodh R K Puram, Sector-5, -

% Saxena,IAS  South West Delhi, I RIS
Delhi, iIndia-110022

‘Nivedita Kunj, Sector 10,

sh. Prabodh R Puram, Sector-S, - - .

7 gharma. tas PO GhanhattiTotu 21.01.1963 Ceased on 02.07.2019

‘Shimia H.P. 17101

Sh.Mahesh & Friends Apartments, ._ o —
G ! Annadale, Shimla, 28.01.1960 19.04.2017  Ceased on 27.01.2020
Slrkek H.P-171003

The Board noted the contributions made by the Chalrman/Directors during thelr tenure and placed on record its
appreciation for their services.
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hpmll.l.s, nimmnrmmul nanuln
Er. Surender Kumar, Director [Civil)
{B} Declaration by Independent Director{s) and re-appointment, if any
Since the Company does not have independent Directors, therefore, the information is Nil.

(€} Formalannual evaluation of the Board & its performance

Mo such formal evaluation has been done. However, all intricate issues are discussed and settled after consultation
amang the Whole Time Directors and sometimes in Board meetings.

24, AUDITCOMMITTEE

Although, the provisions of the Companies Act, 2013 are not applicable, yet in order to have good corporate
practices, an Audit Commitiee was constituted on 30.04.2008 and the meetings of the Audit Committee are held.

25. DETAILS OF ESTABLISHMENT OF VIGIL MECHANISM FOR DIRECTORS AND EMPLOYEES,

The Vigil Mechanism Committee has been established with the approval of the Board in its 55th meeting, Howeyer,
na complaint or any lssue has been ralsed by any one to the Commities,

26, NOMINATION AND REMUNERATION COMMITTEE
Not Applicable,
27. PARTICULARS OF LOANS, GUARANTEES DR INVESTMENTS UNDER SECTION- 186

The information (s Nil, except an investment of Rs.398.00 Lakh in Himachal EMTA Power Limited for setting up
(2x250 MW | Thermal Power Plant at Ranigan], West Bengal as per detalls given above in Para-15 please,

28. PARTICULARS DF CONTRACTSOR ARRANGEMENTS WITH RELATED PARTIES

The power of Kashang HEP, 5ainj HEP and Sawra Kuddu HEP was sold on Indian Energy Exchange through power
traders. However, a Power Purchase Agreement (PPA) has been signed between HPPCL and HPSEBL on 28.04.2022 for
sale of power of Kashang HEP {1X65 MW and Sawra Kuddu HEP (3X37 MW) for the duration 01.05.2022 to 31.03.2023
with the understanding that such arrangemant will be continued for future on regulated rates.

29, SECRETARIALALIDIT REFORT
The Secretarial Audit was not applicable for the FY 20159-20.

For the financial year 2020-21, pursuant to Section 204(1) of the Companies Act, 2013 and rule No.9 of the
Companies (Appointment and Remuneration Personnel) Rules, 2014], the Secretarial Audit was conducted for the
compliance of applicable statutory provisions and the adherence to good corpomate practices by the Secretarial
Auditors,

On the observations of the Secretarial Auditors, the Corporabion had submitted its replies/clarifications and
thereafter the final report was received for the FY 2020-21, The relevant contents of the report are as undern:

During the perfod under review the Company has generally complied with the provisions of the Act, Rules,
Regulations, Guidelines, Standards, etc, mentioned above subject to the following observations;

a} The Company has Authorized Capital of Rs, 2500 crore and Paid-up Capital of RS, 2187 . 71crore. The Paid-up Capital is
held by Government of Himachal Pradesh to the extent of 39.76%; Himachal Pradesh Infrastructure Development
Board to the extent of 54.25% and Himachal Pradesh State Electricity Board Limited to the extent of 5.98% .45 a result,
the Company is not a Government Company as per the definition of Section 2{45) of the Companies Act 2013,

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

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

The Secretarial Auditors further reported that

The Board of Directors of the Company is duly constituted with proper balance of Executive Directors, Non-
Executive Directars. The changes in the composition of the Board of Directors that took place during the period under
review were generally carried oul in compliance with the provisions of the Act, Adeqguate notice 15 given to all directors
to schedule the Board Meetings. Agenda and detalled notes were however, not less than 07 days as prescribed. As
explained, a system exists for seeking and obtaining further information and clarifications on the agenda iterms before
the meeting and for meaning(ul participation at the meeting.

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

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

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

The Company availed loans unsecured from ADE, KFW routed through the Government of Himachal Pradesh and
secured lpans through Indian Banks and Indian Financial Institutions. As on 315t March 2021, as reported, the
outstanding loans are to the extent of Rs.2693 crore. Qut of this, Rs.2535 crore pertains to the ADB and KFW. Due to
inadequate financlal resources, the Compamy requested the Government of Himachal Pradesh for deferment of loan
dises which was granted up to 31st March 2021, Since the situation continued thereafter, the Company again requested
the Government of Himachal Pradash for further period up to 3181 March 2022, The proposal is under consideration of
the Government.

0. EXPLANATIONS DR COMMENTS BY THE BOARD ON EVERY QUALIFICATION, RESERVATION OR ADVERSE
REMARK OR DISCLAIMER MADE —

{1} Bythe Auditorinhisreport:

The Statutory Auditors have given their gualified opinion stating that the financial Statements give the infarmation
required by the Act in the manner so required and give a true and fair view inconformity with the Accounting Principles
Gengrally Accepted in India, including the Ind, AS, of the state of affairs (Financial Position] of the Company as at 31st
March, 2020 and its profit/Loss [financial performance including other comprehensive income] and its Cash Flows and
Changes in Equity for the year ended on that date.

Replies to the Statutory Auditors’ Report have been given in the Annexures to the Financial Statements (Annual
Accounts) forthe FY 2015-20.
31, RISKMANAGEMENT POLICY

The infarmation is nil please.
32. DIRECTORS'  RESPOMSIBILITIES STATEMENT

In accordance with the provisions of Section 134{5) of the Compankes Act, 2013, the Board hereby submit its
Responsibility Statement: —

{a) In the preparation of the annual accounts, the applicable accounting standards had been followed along with
proper explanation relating to material departures;

[b) the Directors had selected such accounting policies and applied them conskstently and made judgments and
estimates that are reasonable and prudent soas to give a true and falr view of the state of affairs of the Company at the

end of the financial year and of the profit and loss of the Company for that period;
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{c} the Directors had taken proper and sufficient care for the maintenance of adequate accounting récords In
accordance with the provisions of this Act for safeguarding the assets of the company and for preventing and detecting
fraud and other irregularities;

{d} theDirectors had prepared the annual accounts on a going concern basks; and

(&) the Directors had devised proper systems to ensure compliance with the provisions of afl applicable lvws and that
such systems were adequate and operating effectively. systems were adequate and operating effectively.

33, COMPANY'S POLICY ON DIRECTORS' APPOINTMENT AND REMUNERATION INCLUDING CRITERIA FOR
DETERMINING QUALIFICATIONS, POSITIVE ATTRIBUTES, INDEPEMDENCE OF A DIRECTOR AND OTHER
MATTERS PROVIDED UNDER SUB-SECTION (3) OF SECTION 178.

Since being Company, HPPCL entirely owned by the State Govt./Entities of the State Govt., the subject matter s
regulated as per Gowt, notifications issued from ime to fime.

34. PAATICULARS OF EMPLOYEES PURSUANT TO SECTION 217 [ZA) OF THE COMPANIES ACT, 1956 AND NOW
ASPEW THE COMPANIESACT, 2013,

The remuneration paid to the Whole-time Directors and Company Secretary paid during the FY 2001920 s given in
the Form MGT-9 enclosed to this report.

35, DTHER INFORMATION- INDUSTRY OVERVIEW

Electricity is.one of the key enablers for achisving socio-economic development of the country. Amongst various
modes adopted for meeting the ever increasing demand of power to achieve the targeted growth rate, peneration
capacity augmentation s the most vital component, The economic growth leads to growth in demand of power. To meet
this demand, in view of the limited avallable fuel resources for generation, capacity addition has to be planned very
optimally,

During the 12th Plan {2012-17), a capacity addition of 99,209 MW was commissioned against target of 88,537 MW
from conventional sources. It is for the first time in the history of the Indian Power Sector that such a large capacity
addition during a single plan period was achieved which was 112 % of the target. During 11th plan the achievement in
capacity addition was 69.84% of the target, As per the Paris Agreement commitments, India Is targeting to increase
renewable capacity to 175GW by 2022 and has achieved 151.4 GW by Dec 2021,

As regards to hydro potential, total Hydro Electric Power potential in the country has been assessed by CEA as
B4.044 MW {at 60% load factor] from a total of B45 number of identified Hydro Electric Schemes, which when fully
developed would result in aninstalled capacity of about 1,48, 701 MW on the basis of probable average load factor, The
1otal energy potential is assessed as 600 billion units per year. Hydropower is used to its maximum potential for meeting
peakloadsand all new projects must be designed with this objective inmind.

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

However, the full development of India's hydro-electric potential, while technically feasible, faces various issués
including issues of water rights, resettlement of project affected people and environmental concerns ete. and all these

issues need to be resolved to exploit full potential. As on April 2021, the installed capacity of hydroelectric power plants
in the country is 51609 MW which is 12.80% of the total installed capacity of the country fram all the sources.

Govt. of India vide notification dated 08 march 2019 has declared Large Hydro Projects (LHPsH=25MW) as
Renswable Energy Source and Hydropower Purchase obligation (HF O] has been notified as a separate entity within the
existing Mon-solar Renewable Purchase Obligation (RPO). It had been said that a trajectory of annual HPO targets shall
be notified by the Ministry of Power and the HPO shall cover all the LHPs commissioned after 08.03,2019 a5 well as the
untied capacity of commissioned projects. In compliance of the same and with the objective 1o add 30GW of
hydropower capacity by the year 2030, Ministry of Power (MoP) vide notification order dated 29 January 2021 has
revised thie RPO trajectory to include the long term trajectory for HPO wherein a percentage of hydro energy has been
fixid to be bought by all DISCOMs. The HPOD Trajectory for the period tll 2029-30 has been notified and for the period
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between 2030-31 and 2039-40 shall be notified subseguently, RPO shall be calculated in energy terms as & percentage
of total consumption of electricity, The sald trajectory Bl 2024-25i% as under:

Mor-Solar BP0

| lotal RPPD
Cther Non Total Nan gk T

Solar RFEL | Solar HPL

The said order dated 29.01.2021 notifies that only LHPs :ﬂmmls:ihm:d on indiﬂ.‘:rm.! 2019and upta 31.03.2030
are eligible for HPO benefits and leaves the commissioned projects with untied capacity out of RPO benefits.,
Accordingly, Sawra Kuddu HEP of HPPCL that has got commissioned on 21.01.2021 can be assured of good returns from
its sale of power once the HEC mechanism for purchase of power is devised by CERC, HPPCL has reguested MoP 1o also
include its projects having untied capacity commissioned before DB.03.2019 under the Renewable Purchase

Obligations,

in compliance of the above order dated 29.01.2021, CERC is in process of developing the Hydro Energy Certificate
{HEC) mechanism similar to Renewable Energy Certificate (REC) mechanism to facilitate fulfillment of HPO from the
projects commissioned after 08.03.2019 having untied capacity. The HEC mechanism would have a capping prioe of
R%.5.50/unit of electrical energy w.e.f DB March, 2019 with 5% of annual escalation after 31 March, 2021

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

The above Industry scenaric signifies that there is an ample opportunity for consistent growth in the business of
power sector in the times to come. All efforts are being made and we hope that HPPCL will certainly be one of the major
producers of power in Himachal Pradesh,
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Thanking you
Far and on behall of the Board of Directors
Sd/- 5d/-
{Mukesh Repaswal, 145) Dr. Ajay Kumar Sharma, 145
Director (Personnel & Finance) Managing Director
Place: Shimla
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Court Cases Detail as on 30" June, 2022

=

ar. Ne. MName af Court Cases Decidea mlﬁ::“ﬁﬁ“h Balance
0 to 1 years
1 Ld. Distt. & Session Judge 8 o &) new cases 12
Nahan
Ld. Addl. Disti. Judge
2 H;h!n 18 0 +1 new cases 19
3 Ld. CIM Nahan 2 0 0 2
4 Ld. CIM Rajgarh 0 b} +1 new cases i
5 Ld. JMIC Mahan 2 L 0 2
Total (0-1 years) 30 o +6 i 36
1 to 5 years
1 Ld. Distt. & Seszion Judge 108 (] 0 108
Nahan
Ld. Addl. Distt. Judge
2 "a_m fn 3596 0 0 356
3 Ld. CiM Mahan 1 0 0 1
4 Ld. CIM Rajgarh 4 1 (1] 3
5 Ld. IMIC Mabhan LA o 0 0
Total (1-5 years) 509 1 (1] 508
more than 5 years
i Ld. Distt. & Session Judge 1 0 0 | 1
Mahan
Ld. Addl. Cristt. Judge
2 Nahan 18 0 0 18
3 Ld. CIkA Mahan 0 0 0 1
4 Ld. CIM Rajgarh 1 0 0 1
5 Ld. IMIC Mahan 1 0 0 1
Total (more than 5 years) 21 0 [i] 21
Grand Total S50 =1 +B 365

Abstract of Court Cases Decided Added Aalance
Distt & Session Judge Mahan Sirmour 117 o 4 1
Addl. Distt. & Sassion Judge Mahan Sirmour 432 i 1 433
Ld. CIM. Nahan Sirmour 3 0 0 3
Ld. CIM, Rajgarh, Sirmour 5 1 1 5
Ld. JIMIC Nahan, Sirmour 3 (1] 0 3
Total 560 -1 +6 365
S/

[5e. Manapger Rernukaj |

BAM HEF, HPPCL
Cadzha




]

5. DETAILS OF PENDING CASES IN SUBORDINATE COURTS IN WHICH STATE GOVERNMENT/HPPCL WAS PARTY
(PETITIONER OR RESPONDENTS OR APPELLANT , EXCLUDING LABOUR COURTS)
Particulars Mo of Cases pending with Na. al Mo, of clises Mea. of Cases | No. of Cases Mame of Corporate | Whether any Mewt date of Hearing, Il
sitbordinate courts along CASEE disposed by | settled/decid pending Advocate Branch/H achion not given by the Ld
with Case Mo, d4 on added | Subordinats ed | before Hon'ble | alongwith af with | regusned, 1 not Court then mentian
DL08/ 2022 dutingthe | Courtupto | challenged | Subordingte | ContactMo, | whichthe | takensofar | previous date of hearing
month of | 30thof hune | then provide | Court inwhich | Emalipand | maeris |explain ressons
lune 2022 2022 further detail State Adidrons baing
during the ':"""'-'IH::{'I dl=al
4 Wikh [l %
om 01,02/ H073
o 11/01/ 3023
1 2 3 4 5 B 7 B 3 10
Pending
i 33 0 0 3
1 old
g M
= Abhay Kanl Renukaj At par List
% vt ol Mobile Mo, & LAQ Annere ;A
S41E231138 HPPLCL,
Pending Shimla-09.
LS
mare than 19 o 0 3 L
5 year ald
S - SHy- S
Naib Tehsildar RCC HPPCL [5e. Manager Resukajt | {Abhayiant Aggranval | Nodal Officer (Law)
Dadaku Dkl HER, HPROL Aavocats, Renukaji Dam Projact
Cradatu Mahan HFP HPFCL

OE0EGLOE LECETH TWNINNY
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Detail of pending cases before the Hon'ble Arbitration tribunal (District Court Shimla CBI) in which state Government /HPPCL was party
(petitioner or Respondent or Appellant) for the manth of June/2022

Particulars| Number of cases pénding | Number of | Numberof | MNumberof | Numberof | Mameofthe | Corporste | Whetherany | Mext date of hearing if
before the subordinate Cases 3585 cases settled | cases pending | advocates along| Branch/ action is niot given by theld,
pourts along withcasenos. | added | disposed by |  decided if beforethe | withcontract | HOP with | required ifnat | Court then mention
as on 30-06-2021 during the | subordinate | challenged | subordinate | number, email | whichthe | takensofar, | previous date of hedring
month | court during | then provide |courtinwhich| addressand | matteris {explain reasons
October | themonth | further details |  state Gove | office address |  being
2001 |October 2021| duringthe | was party as dealt
month  on 31-07-2021
octobr 2071
1 2 3 L} 5 ] 7 8 g 10
Cases |1} case No. 1-1/2 of 2019in] Nl il il 1 Sh. Shashi HPRCL Listed on 23.06.2022,
maora than| the District Court (CBI| of Shirshoo Corprate Naxt date of hearing on
Tyear |H.P at Shimla [Arb.C No. 06 (Contact Mo, | legal cel dated 15.07.2022
old of 2018) for Clo Type-1 9418732523) Branch
building in HPPCL colamy Shimla/
Dadahu Arbitrration G
At /00000072019 Renukajl
Bam
Project

s

i B s

B bl | TS Flagiec]
s

o
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Detail of pending cases before the Hon'ble High Court in which state Government fHPPCL was party
[petitioner or Respondent or Appellant) for the month of June/2022

) Case Na, 452019 In
the High Court of H.P at
Shamila (A C Mo . 07 of
SOLE) for Cfo type-via]
Bullding i HPRCL, Cobomy
Diaddahiu,

Particilars | Mumber of cases pending | Mumber al | Number af Mumber of Number of Hame of the | Corporate | Whether amy Mext date of hearing il
before the subordinate Cases Cases cases settied/ |cases pending | advocates along | Branchy action i ot given by thetd.
leaurts along with cate nos.f|  sdded dispesed by decided i peione the with contract HOP with | reguired i not Courl then menton
arbitrator tribunal as during the | subordinata challenged subordinate mambier, email | which the taken so far, previows data of hearing
on 31-010-2031 month | eourt during | then provide | court in which | sddress and mstter is | Explain reasons
Cctober tha month | furthes details | stawe Govt office address baing
2031 Dictober 2021 during the WA Earty o dealt
maonth on 30-11-2021
octotr 2021
1 F i | a4 5 & T B 9 10
[ Cases 1) Arsitration case Mo Ml il il The case has been
maore than 100 of 2018 Htled digrmissnd by the Mon'bils
1 year Aryind KEumar Banual High court o 30122009
ol VIS HP Power B cars to nan appEErance
Corporation Lnd, of the advocatos, as the
HNOC from Advocate Sh.
Satyven Valdya was
pending, Since the MOC
s D ghven By The sald
advocate & NOC was
given on dated
04012020 1o advocate
h. Shashi Shirsoa, The
2 sh. Shashi case was fled for
Shirshoa restaration on dated
{Cantact No. 100012020 The case was
G4 18232573} allowed o be restored by
the Hon'bis High Ciurt on

dated 30.05%.2020 &
learned coudel sccapls
post admission notice on
pehail ol respondent,
Listed on 14,07 2020,
Mewt date of hearing yet
not gheen,

Thres wooks timae for
inspecting the record on
dated 22.11.2019. The
hearing held on dated
2007 2030, Mest date of
hearing s yetb not given.

0Z0ZGIOE LHOdTH TWNINNY
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Detail of pending cases before the Labour tribunals in which state Government /HPPCL was party [petitioner or Respondent or Appellant)

for the month of June/2022
Particulars| Number of cases pending [ Mumberof | Numberof | MNumberof | Numberof | Mameofthe | Corporate | Whetherany | Next date of hearing if
before the subordinate cases tacas cases settled/ | cases pending | advocates along| Branch/ action is nat given by the Ld,
courts along with case nos. | added | disposed by | decidedif | beforethe | withcontract | HOP with | required ifnot |  Court then mention
as on 30-09-2021 during the | subordinate | challenged | subordinate | number, email | whichthe | takensofar, | previous date of hearing
month | court duning | then provide [court inwhich| addressand | matterss |expiain reasons
October | the month | further detalls | state Gowt | office address | belng
2021 |October 2021| duringthe | was party as dealt
month on 31-10-2021
octobr 2021
1 2 3 4 5 b 7 8 9 10
Cases | Mo. 1l Nil Nil Wil H®PCL | Wotifications | Listed on(09.06.2022
marethan| 1/8 (lab) 1D/2017/Nahan Corprate | Issued by joint | (for judgement) copy of
1year | Gowt. of HP Deptt. of legal labour judgement &
ok Labour and employment cell/GM | commissioner awaited
Renukasi
b Sh, Manoj Bam
Chauhan Project
(Contatt No.
8894399915

o

o
a1 NOUYHOH430D 33M0Od HS3AYEd TYHIYWIH
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ANNEXURE 'B' TO THE BOARD'S REPORT
Form No. MGT-9
EXTRACT OF ANNUAL RETURN A5 ON THE FINANCIAL YEAR ENDED ON
31st MARCH, 2020

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

I. REGISTRATION AND OTHER DETAILS:

| CiN Ua0101HP2006SGC030591

i | Registration Date 18.12.2006

bii MName of the Company HIMACHAL PRADESH POWER CORPORATION LIMITED
v | Category / Sub-Category of the Company Company Limited by Shares (State Govt. Company)

Himfed Building, BCS, New Shimla, Shimia,

v | Addressof the Ragisterad office and contactdetalls | | o o o. 000

vi | Whether listed company Mo
vii | Name, Address and Contact details of Registrar and A
Transfer Agent, if any o

i, PRINCIPALBUSINESS ACTIVITIES OF THE COMPANY
All the business activities contributing 10% or more of total turnover of the company shall be stated:-

Name and Description of main products / services NIC Code of the % to total turnover
il Product/ service of the company
1. Electricity, gas, steam and air condition supply 40101 100 %
&r. N, Mame And Address CIN/GLN Holding/ Subsidiary | % of Applicable
" of The Company JAssociate shares held section
HIMACHAL EMTA
1. POWER LIMITED UA0I0ZHPZR0TPLCOIDG0L Joint Venture 50 Z{a6)
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e SHARE HOLDING PATTERN [Eguity Share Capital Breakup as percentage of Total Equity)
i. Categary-wise Share Holding

No. of Shares held at the No. of Shares held at the
Category of beginning of the year and of the year % Change during
' % of % of the -
Shares Shares
(1]
0
i ]
359.56

A. Promoter
1. Indian o o 0 ] (1] ] (1]
a) individual/HUF | © 0 0 o o 0 o
b) Central Govt o 0 0 i o 0 0

c) State Gowt.(s) 6,096,345 31.63 8,626,345

d) Bodies Corp/
PRI 1,307,731 6.78 1,307,731 6.00 .0.78

_companies :
&) Banks [ Fi o ! o 0 0 0 0 o 0 -

f) Any Other (Shares
in the name of
Himachal Pradesh
infrastructure
Development Board
(Board of Govt, of

H.P.) & 50 Shares in 11.871 11 557 .
the name of 4 5r. s — A - s

DOfficers of the State
GovL. i.e, 30 Shares
of State Govt,
Mominess and 20
Shares of HPSEBL
Mominees).

Sub-total{A){1):- 19,275,633 100 21,805,633 100 -

8. Public Shareholding
1. Institutions

a) Mutual Funds

b) Banks / Fi

¢} Central Govt

"-:_IJ State Gowt(s)

&) Venture Capital
Funds

T} Insurance
Companies

] Flis

h) Foreign Venture

Capital Funds

o S

i) Others {specify)

a B | S a5
o oS | B
(— - -~ ]
g a | o |

o | | 9| o
o o ol oo
o | a|lo|o

e o
(=]
[ =]
2| o
=
b

ol o 9| o
ol o o o
(=]

=——51
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Sub-total (B}1) (1] a (i] i (1] 1] '
2. Non Institutions
a) Bodies Corp.
{1} Indian (1] Q a a 1] 1] -
(i) Overseas
bjindividuals
(i} Individual
shareholders holding
nominal share capital
upto Rs. 1lakh o o 1] 1] 1] 1] -
(i) Individual
shareholders holding
nominal share capital
in mﬂqﬂi‘._l lakh
¢) Others{Specify) o o o 0 i) 0 :
Sub-total [B)(2) (1] a 1] a o 1] !
Total Public
Shareholding 1] 0 0 i i 0 -
{B)=(B)1)+ (B}2)
Grand Total
(A+B4C) 19,275,633 100 21,805,633 10D =
il. Shareholding of Promoters
Shareholding at the
‘end of the year % change
; in share
No. of %ol | %of holding
r. No| Shareholder's Name Shares | total | SPAES | during
Shares  pncumbe the year
ofthe | redto | i+]
company m
1. |Governor of Himachal Pradesh 6,096,345 | 31.63 B.626,345 | 39.56 - 7.93
3. | Himachal Pradesh Infrastructure
Development Board {was not 11871507 | 61.59 11,871,507 54.44 | - 715
Promoter at the time of incorporation
of Company)
4, | 5h. Brij Kumar Agarwal, IAS 10 0.00 0 0.00 - 0.00
5. | Dr. Shrikant Baldi, 1AS 20 0.00 10 0.00 = 0.00
6. | 5h Prabodh Saxena, 1A% 10 0.00 Al 0.00 = 0.00
7. | Sh. Anil Kumar Khachi, 1AS 10 - o 0,00 -
Total 19,275,633, 100 21,805,633| 100
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ili. Change in Promoters' Shareholding:

-!:. No

Shareholding at the Cumulative Sharcholding
beginning of the year during the year
% of total shares. % of total shares
No.of shares | oy company No. of shares of the company
At the beginning of the year 19,275,633 100 21,805,633 100 |
Date wise Increase / Decrease in
Promoters Share holding during the As
per details
year specifying the reasons for increase/ | o1 palow - . =
decrease (e.g. allotment [ transfer [
bonus/ sweat equity etc):
; NO. OF TO WHOM
ALLOTMENT D, R N
i swAREs | issuep | “OoON |
The Governor of | Allotment to
24/04/2019 8,280,000 |M.P. through ACS| existing
JPr. Secretary Shareholder.
[Power) to the
Govt. of H.P, |
Iﬂf‘ﬂf!ﬂﬂ T.H-m -do- -dio-
m.u.m:ﬂ’ ¢|95|m * 'dn'
20.03.2020 4,12,500 e B |
o TRANSFEROR'S &
TRANSFER DATE : TRANSFEREE'S REASON
SHARES
NAME
03.12.2019 10 Anil Kumar As per Orders
Khachi, 145 of State
ta Sh. Prabodh :ﬂm'ﬂﬂ“t
Saxena, 1AS ml oy m' D'
03.12.2019 10 Sh. Brij Kumar -do-
Agarwal, |1AS to
Dr. Shrikant Baldi,
IAS
03.12.2019 20 Dr. Shefkant -do-
Baldi, 1A5
to
Sh, Prabodh
Saxena, |1AS
At the End of the year Atthe beginning | 100% @ Attheendof | 100% @
Total Shareholdings= of the year As. 1000/ -zach the year Rs.1000/-each
= 19,275,633 21,805,633
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V., INDEBTEDMESS
Indebtedness of the Company including Interest outstanding faccrued but not due for payment:

Indebtedness at the beginning
of the financial year [2019-20)
i) Principal Amount 0 25314234833 0 25314234833
ii} Interest due but not pald o 11696543138 i) 11696543138
ili} Interest accrued but not due 1] 618042141 0 618042141
Total (i+i+il) (1] 37628820112 (1] 37628820112
Change in Indebtedness during
the financial year
- Addition o 1294027335 o 1294027335
- Reduction 0 o o o
- Interest 0 2443176316 0 2443176316
- Interest accrued but not due 0 (13945008) 0 (13946008)
Met Change i} 3723257643 i 3723257643
Indebtedness at the end of
the financial year{2019-20)
i} Principal Amount 0 26608262168 0 26608262168
ii} Interest due but not paid o 14139719454 o 14139719454
i) Interest accrued but not due o 604096133 o 604096133
Total (i+ii+iii] 1] 41352077755 0 41352077755
51, No. Particulars of Remuneration Designation m
1. Name of MD/WTD/ Manager: {Managing Director)
1) Sh. Ajay Sharma, |AS: (01.04.2019 to -
Gross salary 02.07.2019)
[a)5alary as per provisions contained in
section 17(1} of the income-tax Act, 1961
(b) Value of perquisites u/s 17(2)
Income- tax Act, 1961
(¢} Profits in lieu of salary under
section 17(3) Income- tax Act, 1961
5h. Devesh Kumar, 1AS: [Whale Time Director) -
Gross salary {03.07.2019 to
{a) Salary as per provisions contained in 31.03.2020)
section 17(1} of the Income-tax Act, 1961
(b) Value of perquisites u/fs 17(2)
Income-tax Act, 1961
(¢} Profits in lieu of salary under section 17(3)
Income- tax Act, 1961
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1.

2) Er. Dharam Singh Thakur;

Gross salary

{a) Salary as par provisions contained in
section 17{1) of the Income-tax Act, 1961
(b} Value of perquisites ufs 17(2)
Income-tax Act, 1961

(b)) Prafits in fleu of salary under

section 17(3) Income- tax Act, 1961

(Whaole Time Director)
(01.04.2019 to
31.03.2020)

20,78,250

2,82,000

_| income- tax Act, 1961

3) Er. Mahesh Sirkek

Gross Salary

(a) Salary as per provisions contained in
section 17(1) of the Income-tax Act, 1961
{b) Value of perquisites ufs 17(2)
Income-tax Act, 15961

(€] Profits in lieu of salary under

section 17{3) Income- tax Act, 1961

T L et X = TLLE

4) Sh. Neeraj Kumar, HAS:

Gross salary

{a) Salary as per provisions contained in
section 17(1) of the Income-tax Act, 1961
(b) Value of perquisites ufs 17(2)

Income - tax Act, 1961

(¢) Profits in lieu of salary under section 17(3)
5h. Manmohan Sharma, HAS:

Gross salary

{a) Salary as per provisions contained in
section 17{1) of the Income-tax Act, 1961
(b) Value of perguisites u/fs 17(2)

Income - tax Act, 1961

(&) Profits in lieu of salary under

_| section 17(3) Income- tax Act, 1961

Stack Option

"(Whole Time Director)

{Whole Time Director)
(01.04,2019 1o
27.01.2020)

(01.04.2019 to
10.06.2019)

Whaole Time Director)
{10.06,2019 to

31.03.2020)

15,59,827

1,48,065

3,76,157

15,74,597

1

Sweat Equity

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

Others, please specify

Total (A)

. Ceilling as per the Act
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B. Remuneration to other directors:

5l No. Particulars of Remuneration MName of MD/WTD/ Manager

Independent Directors
« Fee for attending board committes meetings
« Commission

- Others, please specify

Total (1)

Oither Non-Executive Direcbors

* Fee for attending board committee meetings
- Commissian

- Others, please specily

Total (2)

| Total (8)=(1+2)

Total Managerial Remuneration . .

Owverall Celling as per the Act

C. Remuneration to Key Managerial Personnel Other Than MD /Manager fWTD

&l No. Particulars of Remuneration Key Managerial Personnel

e ——
{Name) co [N [ o | Tom

1 1) 5h. Sudershan Kumar Sharma: - -
Gross salary
(a) Salary as per provisions contained in 21,55,790 21,55,790
section 17(1) of the Income-tax Act, 1961 MIL
b} Value of perguisites u/s 17(2)
Income-tax Act, 1961 =
lc) Profits in lew of salary under

section 17(3) income-tax Act, 1961

Steck Option . = =
Sweat Equity - 3 ' .

Commission

- a% % of profit ¥
- others, specify...

5 Others, please specify . . -

Total B1,74,686 | B1,74,686




Director (Finance & Personnel) Managing Director
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STANDALONE BALANCE SHEET AS AT MARCH 31, 2020

HIMACHAL PRADESH POWER CORPORATION LTD. E!;-f

(R .

Fu. i L aca
Particulars Note Mo | As at March 31, 2020 As at March 31, 2018

ASSETS
Non - Corrent Assets
Property, Plant and Equlpment 2.1 302411 03086
Capital Work-in-Progreas i J&aGEE L
Other Imtanglble Assets 2.3 8 ]
Intangible assats under development ZA - -
Flrance Assets :
Invesiments 2.5 ) n
Loans 24 143 149
Dthers T - -
143 149
Daferred Tax Assats [Net) 248 - -
Regulatory Deferral Accouni Debit Balance .8 - -
Othar Hon-current Asset 210 26854 ET0S
26964 3aTOE
Current Assels
Invantaries 2N 553 Ta
Flmancisl Assets
Trade Recaivables 212 jo2 1757
Cash and Cash Equivalents 213 E518 11366
Bank Balance othar than sbove 294 2348 4708
Loans 215 14 3
Cihers 216 18213 1!4!
2625 24182
Current Tax Assesls 217 ) .
Other Current Assets 218 1470 £241
TOTAL ASSETS 700734 678649
EQUITY AND LIABILITIES
Equity
Equity Shara Capital 212 218058 A1B2TEE
Other Equity 220 (35022} (22158)
Liabilitles
Mon-Currant Liabilities
Financial Liabilities
Borrowings 21 255505 158785
Other Financial Lisbilitics 222 157688 10883
413203 1707TER
Provisions 2.23 3218 F690
Other Hon-Current Liabilitiea 2.24 TTOTa EO543
Current Liabilities
Trade Payakbles 225 - s
Oiher Financial Liabilites 2.26 12,928 262070
Borrowings 227 10577 =
TOTAL EQUITY AND LIABILITIES TOOT34 678649
Significant Accounling Palicies 1
The accompanying notes form an inlegral pari of the financial statements.
For and on behall of the Board of Directors
Sdi- Sdi- Sdl- Sdi-
{B.L. Verma) {Sudershan K. Sharma) {Manmohan Sharma} (Amit Keshyap)

D.5.M. [Finance)

Company Secreifary

Diractor (Finance)
DIN Mo, CB480582

This s tha Balance Sheal raéferred to in our report of even dates

Managing Direclor
DIN No. 07453573

43
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STANDALOME STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED MARCH 31, 2020

[R=. In Lacn]
i il ol IR AL
Income
Ravenue from Cparalions 2.28 14,624 18,855
Cther Income 2.09 a3 108
Total Income 14717 18963
Expenses
Employee Benellis Expense 2.30 1,034 1.665
Finance Costs 2.3 12,867 12,980
Depracialion and Amortizalion Expanse 242 10,829 10,669
Other Expenses 2.33 2,711 4,34
Total Expenses 27540 29550
Profit before net movement in regulatory deferral account
balance and tax (12823) (105886)
Mal mavament in regulatory defarral Account Balanoa - -
Profit Before Tax (12823) (10586)
Extra ordinary ltems: Loss on Sale of Fixed Assets 1 12
Profit | Loss Before tax (12624) (10596)
Income Tax:
- Gurrent Tax
« Deferred Tax
Prolit (Loss) for the period (12824) (10594)
Other comprehensive Incoma
Itams (hal will not ba reclassifiad subsaquently o prafit or logs
-Remeasurement of the nel defined benafit llability/assel
<ncome Lax on above ilem
Total
Total Comprehensive Income for the period (12824) (10598)
Earnings Por Equity Share [excluding net movement in
regulatory deferral account balance)
Basic and Diluted 2.34 (62.43) {56.18)
Eamings Per Equity Share
(Including nat movement in regulatory deferral sccount Balance)
Basic and Diluted 2.34 {B2.43) {506.18}
Waighted sverage aquity shares ugad In compuling esmings per
equity share
Significant Accounting Policies 1

The accompanying notes form an Integral part of the financial statements.
For and on behall of the Board of Directors

Scll- Sd/- Sa/- Sd/-
(B.L. Varma) (Sudearshan K. Sharma) (Manmohan Sharma) (Amit Kashyap!
0.G.M. (Finance) Company Segretary Director (Finance) Managing Director

DIN No. DB4B0582 DIN No. 074535873
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STAMDALONE STATEMERT OF CASH FLOWS FOR THE YEAR ENDED MARCH 31,2020

For tha Yaur
Particulars Ended March 31, 2030 aarch 31 2008

Ot G labilities -
{1,771}

{257,
(2.50,22)

I__Lg-;ﬂmgﬂﬂd assels and other assels {18,087 <
Cither financial liabilities and other liabiigies (238,
1

E

21,616

{5,741}

=
o O e e

253000
248844
{Cpening balance of cash & cash equhviierts 11,385 32517
{Qosing belance of cash & cash anis 5618 11,365.00
| Restricted cash balance
| Earrrosken Badarce | Unpad Dridend)

g5l

I,nggnmwhﬂwmﬁdmwwmh
b 2l

This Is the Statement of Cash Flows referred to In our report of even date.
For and on behalf of the Board of Directors

Sd/- Sdi-
Sd/- Sd/- {Manmohan Sharma) {Amit Kashyap)
(B.L. Verma) (Sudershan K. Sharma) Director (Finance) Managing Director

D.G M. (Finance) Company Secrelary DIN No., 08480582 DIN No, 07453573
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Partlculars

Eqgulty
Sharo
Capral

Othor Equlty

Surplus

Retnirned
Earnings

Raserves & Dthar Comprohenalv

e

Ramessurement of
thi Mol defired Benafil

Assal Liabilty
(Mat of Tam)

Changes in Equity for the year ended on March, 2020
Opening Balance as on 1st April 2019 162766 | 22198 o -Z2150 | 170008
Equity shares issued during the year 25300 g- D300
DOther Comprehensive Income for the Period o 0 o
Profit /Loss for the period -12824 12824 | -12824
Dividend a Ll
Dividend Tax o ol
Opening Adjustmenis in retained Earnings ~ 1] 1
Closing Balance as at March 31st, 2020 218056 35023 -35023 | 163034]
For and on behalf of the Board of Directors
Sdl- Sdi-
Sd/- Sdf- {Manmohan Sharma) {Amit Kashyap)
(B.L. Vermaj {Sudershan K.Sharma} Director {Finance) Managing Director
D.G.M. (Finance,) Company Secretary DIN Mo, 03480582 DIN No. 07453873
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HIMACHAL PRADESH POWER CORPORATION LIMITED
NOTES TO STANDALONE FINANCIAL STATEMENTS FOR THE YEAR ENDED 315T MARCH, 2020

1. COMPANY INFORMATION AND SIGNIFICANT ACCOUMNTING POLICIES:
A REFORTING ENTITY

Himachal Pradesh Power Corporation Ltd, {the "Company™] is a Company domiciled in India and limited by shares {CIN:
L0101 HPZO065GCO30591). The address of the Company’s Registered Oifice is Himfed Bullding, BCS, New Shimla
(H.P}-171009, India. Electricity genaration s the principal business activity of the Company.

B. SIGNIFICANT ACCOUNTING POLICIES
1.1 BASIS OF PREPARATION

The preparation of the financial statements requires management to make estimates and assumptions that may
impact the application of accounting policies and the reported value of Assets, Liabilities, Income, Expenses and related
disclosures concerning the items involved as well as contingent assets and liabilities at the balance sheet date. Actual
results could vary from these estimates. The estimates and management's judgements are based on previous
experience and other factors considered reasonable and prudent in the circumstances. The estimates and underlying
assumptions are reviewed on an ongoing basis, Revisions to accounting estimates are recognized in the period in which
the estimate is revised if the revision affects only that period or in the period of the révision and future periods, if the
revision affects both current and future years,

1.2 BASIS OF MEASUREMENT

The financial statements have been prepared on the historical cost basis except for certain financial a3sets and
liabilities (including derivative instruments) that are measured at fair value (refer accounting policy regarding financial
Instruments). The methods used to measure falr values are discussed further in notes (o financial statements.

LAFUNCTIONALAND PRESENTATION CURRENCY

These financlal statements are presented in Indian Bupees [INR), which is the Company's functional currency, All
financial information presented in INR has been rounded to the nearest Lacs, except as stated otherwise.

LACURRENT AND NON-CURRENT CLASSIFICATION

The Company présents assets and liabilites in the balance sheet based on current/non-current classification. An
asset is current when it is:

#  Expectedto be realized or intended to be sold or consumed in normal operating cycle;
Hald primarihy for the purpose of trading;
Expected to be realized within twehse months aftor the reporting period; or

Cash or cash equivalent unless restricted from being exchanged or used to setthe a lability for at least twelve
mionths aftar

=  the reporting period. All other assets are classified as non-current.
Aliabifity Is current when:
= |tisexpected to be settled in normal operating cycle;
¢ Itis held primarily for the purpose of trading;
& Itisdue to be settied within twehse months after the reporting period; or
#  There is no unconditional right to defersettlement of the lability for at least twelve manths after the reporting
period.
# Allotherliabilities are classified as non-current. Deferred tax assats/liabilities are classified as non-ourrent.
1.5 PROPERTY, PLANT AND EQLIPMENT [PPE)
al The Company has opted to utilize the option under para D7AA of Appendix D to Ind A5 101 which permits to
continue to use the Indian GAAP carmying amount as a deemed cost under Ind AS at the date of transition to Ind
AS, Therefore, the carrying amount of property, plant and equipment according to the Indian GAAP as at April
1, 2015 ke Companies date of transition to Ind AS, were maintained in transition to lnd A5,

b) A&nitem of PPE is recognized as an asset if it is probable that future economic benefits associated with the ltem
will flow to the Company and the cost of the tem can be measured reliably,
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(4]

d)

€}

h)

PP are initially measured at cost of acquisiton/construction induding decommissioning or restoration cost
wherever required, The cost includes expenditure that is directly attributable to the acquisiion /construchon of
the asset. Where final settlement of bills with contractors Is pending/under dispute, capitalization is done on
estimated/provisional basis subject to necessary adjustment in the year of final settlement.

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

Deposits, Payments [ habilibes made provisionally towards compensation, rehabilitation and other expenses
relatable toland in possession are treated as cost of land,

Assel created on land not belonging to the cormpany, where the company Is having control over the use and
access of such asset are included under Property, Plant and Equipment,

Items of spare parts, stand-by equipment and servicing equipment which meet the definition of property, plant
and equipment are capitalized. The cost of replacing part of an item of property, plant and equipment is
recognised In the earrying amount of the item, if it is probable that the future economic bepefits embodied
within the part will low to the Company and its cost can be measured rellably. The carrying amount of the
replaced part is derecognised when no future economic benefits are expected from Its use or upon disposal.
The costs of the day-to-tay servicing of property, plant and equipment are recognised in staternent of profit and
loss as and when Incurred. Other spares are treated as “stores & spares” forming part of the Inventory and
expensed when used, consumed.

Subsequent expenditure is recognized as an increase in the carrying amount of the asset when it is probable
that future economic benefits dériving from the cost incurred will flow to the company and the costof the item
can be measured reliably.

Property, plant and egquipment is derecognized when no future economic benefits are expected from (s use or
upon its disposal. Gains and losses on disposal of an item of property; plant and equipment is recognized in the
statement of profit and loss.

1.6 Capital Work-in-progress

al

b)

d)

fl
)

Expenditure incurred on assets under construction {including a project] is carried at cost under Capital Work-in-
progress (CWIP). Such cost comprises of purchase price of asset including other costs directly attributable to
bringing the asset to the location and condition necassary for it to be capable of operating in the intended
mAnmer.

Cost directly attributable to projects under construction include costs of employee benefits, expenditure in
relation to survey and investigation activitles of the projects, depreciation on assets used in construction of
projects, interest during construction and other costs if attributable to construction of prajects. Such costs are
accumulated under "Expenditure Attributable to Construction (EAC)" and subzequently allocated on
systemabic basis over major immovable aszets, other than land and Infrastructure facllities on commissloning of
projects,

Capital Expenditure incurred for creation of facilities, over which the Company does not have control but the
creation of which is essential for construction of the project is carried under "Capital Work-in-progress” and
subsequently allocated on systematic basls over major immovable assets, other than land and Infrastructure
facilities on commissioning of projects. Expenditure of such nature incurred after completion of the project, is
charged to Statement of Profit and Loss,

Expenditure on Survey and Investigation of the project s carried as Capital Work-in-progress and caplitalized as
cost of project on completion of construction of the project or the same s expensed in the year in which it is
decided to abandon such project.

Expenditure against "Deposit Works” Is accounted for on the basis of statement of account received from the
concerned agency and acceptance by the company, However, provision is made wherever considered
necessary.

Claims for price variation / exchange rabe variation In case of contracts are accounted for on acceptance,

The Expenditure of Corporate office and Sundarnagar design office is allocated to different accounting units on
systematic basis,

LY INVESTMENT PROPERTY

a

Land or a bullding or part of building or both held by company to earn rentals or for capital appreciationor both
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b)

d)

ej

Isclassified as Investment property other thanfor:

I}. Useinthe production or supply of goods or services or for administrative purpose; or
i}, Sabeintheordinary course of business.

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

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

il}, The costof the investment property can be measured reliably.

Investment properties are initially measured at cost, including transaction costs, Subsequent to initial
recognition, investment properties are carried at cost less accumulated depreciation and accumulated
impairment koss, if amy.

Irvestment properties are derecognised elther when they have been disposed off or when they are
permanenthy with drown from use and no future economic beneafit s expected from their disposal. The
difference botweean the not disposal proceeds and the carrying amount of the asset Is recognised In the
statement of profit and loss in the period of de-recognition.

Transfers to or from investment property ismade when and only when thereisachangein use.

LB INTANGIBLE ASSETS

8

b)

d)

Intangible assets are identifiable non-monetary asset without physical substance. Intangible assets are

recognised if;

i). Itis probable that the expected future economic benefit that are attributable to the asset will lowtot h e
entity; and

il}. The costof the asset can be measured reliably

Intangible assets acquired separately are measurgd on initial recognition at cost. After inital recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment loszes.

Software [not being an integrzl part of the related hardware) acquired for internal use, is stated at cost of
acquisition less accumulated amortisation and impairment losses, if any.

An item of Intangibie asset is derecognised upon disposal or when no future economic benefits are expected
fram its use or disposal. Gains or losses arising from de recognition of an intangible asset are measured as the
difference between the net disposal proceeds and the carrylng amount of the asset and are recognised in the
Statement of Profit and Losswhen the assetis derecognised.

L9 REGULATORY DEFERRAL ACCOLUNTS

aj

b)

Expanses/ income recognized in the Statement of Profit B Loss to the extent recoverable from or payablatothe
beneficlaries in subsequent periods as per HPERC Tariff Regulations are recognized as 'Regulatory deferral
account balances' as perind AS-114.

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

110 IMPAIRMENT OF NOM-FINANCIAL ASSETS
a) Thecarrying amounts of the Company's non-financial assets primarily include property, plant and squipment,

b)

which are reviewed at each reporting date to determine whether there is any indication of impairment. If any
such Indication exists, then the asset's recaverable amount is estimated. An asset's recoverable amount is the
higher of an asset's or cash-generating units [CGU's) fair value less costs of disposal and its value in use.
Recoverable amount is determined for an individual asset, unless the assst does not generate cash inflows that
are [argely independent of those from other assets of the Company. When the carrying amount of an asset or
CGU exceeds its recoverable amount, the azset is considered impaired and is written down to its recoverable
armount. The resulting impairment loss is recognised in the Statement of Profit and Loss.

In assessing valoe In use, the estimated future cash flows are discounted to their present value using a pre-t a x
discount rate that reflects current market assessments of the tme value of money and the risks specific to the
asset. In determining fair value less costs of disposal, recent market trensactions are taken into account; if no
such transactions can be identified, an appropriatevaluation modelis used.
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€} Impairment losses recognized in earlier period are assessed at each reporting date for any indication that loss
has decreased or no longer exists, An impalrment loss is reversed If there has been a change in the estimates
used to determine the recoverable amount. An impairment loss i reversed only to the extent that the asset’s
carrying amount does not exceed the carming amount that would have been determined, net of depreciationor
amortisation, if noimpairment loss had been recognized.
111 INVENTORIES

a] Inventories mainly comprise storeés and spare parts to be used for maintenance of Property, Plant and
Equipment,

b) Costincludescost of purchase and other costs incurmed in bringing the inventories to thefr present location and
condition, Costis determined on welghted average basis.

€} Met realizable value is the estimated selling price in the ordinary course of business; less estimated costs of
completion and the estimated costs necessary to make the sale.

d) Thediminution inthe value of obsolete, unserviceable and surplus stores & spares s ascertained on review and
provided for. Scrap is accounted for 25 and when sold.

112 FORENGN CURREMNCY TRANSACTIONS
A) FUNCTIOMALAND PRESENTATION CURRENCY:
Financial staternents have been presented in Indian Rupees (Rs.) which is the company's functional and

presentation of currency.
B)] TRAMNSACTIONS ANDBALANCES:

). Transactions in foreign currency are infdally recorded at exchange rate prevaling on the date of
fransaction. At each Balance Sheet date, monetary items denominated in foreign currency are translated
at the exchange rates prevailing on that date. Non-monetary items denominated in forelgn currency are
reported at the exchange rate prevailing at the date of transaction.

ii}, Exchange differences arlsing on translation or settlement of monetary items are recognised in the
statement of profitand loss in the yearin which it arises.

1.13 FINANCIAL INSTRUMENTS — INITIAL RECOGNITION, SUBSEQUENT MEASUREMENT AND IMPAIRMENT

Afinancial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity.

A) Financial Assets
A financial asset includes inter-alia any asset that is cash, equity instrument of another entity or contractual
obligation to recelye cash or another financial assets or to exchange financial asset or financial liability under
condition that are potentially favourable to the Company. A financial asset Is recognized when and only when
the Company becomes party to the contractual provisions of the instrument, Financial assets of the Company
comprise cash and cash eguivalents, Bank Balances, Advances to employees/ contractors, security deposit,
clalms recoverable etc.

Measurement:

The company measures the trade receivables at their transaction price if the trade recelvables do not contain a
significant Ainancing component. A recelvable is classified as a "trade receivable’ If it is in respect to the amount
due from custamers on account of goods sold or services rendered inthe ordinary course of busingss.

De-recognition:
Financial assat is derecognised when all the cash fows associated with the financial azset has been realised or
such rights hava expired.

B) Financial liabilities:

Financial liabilides of the Company are contractual obligation to deliver cash ar anather financial asset to
anather entity or to exchange financial assets or financial liabilites with another entity under conditions that
are potantially unfavourable to the Company. The Company's financial liabilites include loans & borrowings,
trade and other payablesetc.




ANNUAL REPORT 2019-2000

Measuremant:

a) Financial liabiiities are measured at amortised cost using the EIR method. Gains and losses are recognised
in Statement of Profit and Loss or in the “Expenditure Attributable to Construction” if another standard
permits inclusion of such cost in the carrying amount of an asset, when the llabilites are derecognised as
well as through the EIR amortisation process.

b) Amortised cost is calculated by taking Into account any discount tor premmium on acquisition and fees or
costs that ara an integral part of the EIR. Tha EIR amortisation is included as finance costs in the Statemeant
of Profit and Loss.

De-recognition:
Afinancial liability is derecognised when the obligaticn under the liability is discharged or cancelled or expires,
L34 INVESTMENT IN JIDINT VENTURES AND ASSDCIATES:

al Ajointventure isa type of joint armangement whereby the parties that have joint control ofthe arrangement
have rights to the net assets of the [oint venture. Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant activities require unanimaous consent of the
parties sharing control.

b} Anassociate is an entity over which the Company has significant influence. Significant influence is the power to

participate In the financial and operating policy decistons of the investee but does not have control or joint
control over those pollcies.

c) The imvestment in joint ventures and associates are carried at cost, The cost comprises price paid to acquire
imvestnient and directly attributable cost.

1.15 LEASES

The determination of whether an arrangement ks (or contalns) a lease ks based on the substance of the
arrangement at the Inception of the lease. Appendix C, Ind AS 17 deals with the identification of contracts that do not
take the legal form of a lease but conveys right to customers/ suppliers to use an asset in return for a payment or series
of payment.

A lease is classified at the inception date as a finance lease or an operating lease. A lease that transfers
substantially all the risks and rewards incidental to ownership to the Company Is classified as a finance lease. An
operating lease is a lease other than a finance leasa.

Power Purchase Agreements (PPAs] in the nature of embedded lease with a single beneficiary whare the
minimum lease term is for the major part of the plant’s economic life and the minimum lease payments amount 1o
substantially all the fair value of the plant are considered as a Finance Lease, Other embedded leases are considered as
Operating Lease,

COPERATING LEASE:
Leases in which a significant portion of the nisks and rewards of ownership are retained by the lessor are classified as
operating leases. In the case of operating leases or embedded operating leases. the lease income from the operating

iease is recognised in revenue on the basis of generation from such Plant. The respective leased aszels areincluded in
the balance sheat based ontheir nature,

L16 GOVERNMENT GRANTS
a) Government grants with a condition to purchase, constructor otherwise acguire long-term assets are initially
measured based on grant recelvable under the scheme. Such grants are recognised in the Statement of Profit
and Loss on a systematic basis over the useful fife of the asset. Amount of benefits receivable In excess of grant

income accrued based on usage of the assals 5 sccounted as Government grant received in advance. Changes
inestimates are recognised prospectively over the remaining life of the assats.

b} Government revenues grants refating to costs are deferred and racogrised in the Staterment of Profit and Loss
over the period necessary to match them with the costs that they are intended to compensate.

117 BORAROWING COSTS

Borrowing costs consist of interest and other costs that an entity incurs In connection with the borrowing of funds.
Borrowing cost also includes exchange differences to the extent regarded as an adjustment to the borrowin
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Borrowing costs directly attributabie to the acquisition, construction/erection or production of 8 qualifying asset that
necessarily takes a substantizl period of ime to get ready for its intended use or sale are capitalised a5 part of the cost of
the asset. Capitalisation of borrowing costs ceases when substantially all the activites necessary to prepare the
gualifying assets for their intended uses are complete, All other borrowing costs are expensed in the pariod in which

they occur,
L1E PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS
a] Aprovision isrecognised whan!
i), theCompany has present legal or constructive obligation as result of past event;
i}, Itisprobable that an outflow of economic benefits will be reguired to settle the obligation; and
ili). areliableestimate can be made of the amount of the obligation,

b} Wthe effect of the time value of money is material, provision is determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the liability, When discounting is used, the increase in the provision due 1o the passage of ime s
recognized as finance cost.

£} The amount recognised a3 provision is the best estimate of consideration required to settle the present
obligation at reporting date, taking into account the risks 2nd uncertainties surrounding the obligation.

d) When some or all of the economic benefits required 1o settle a provision are expecied (o be recovered from a
third party, the receivable is recognised as an asset if it is virtually certain that reimbursement will be recefved
and the amount of the receivable can be measured reliably.

2] Contingent liabilides are possible obligations that arise from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or more future events not wholly within the control of
the Company. Whene it Is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of outflow
of aconomic benefits |5 remote. Contingent liabilities are disclosed on the basis of judgment of the
management. These are reviewed at each balance sheet date and are adjusted to reflect the current
mianagemant estimate,

fl Contingent asset is a possible asset that arises from past evients 3nd whiose existence will be confirmed anly by
the accurrence or non-occurrence of ane or more uncertain future svents not wholly within the contral of the
caompany, Contingent assets are disclosed in the financial statements when Inflow of economic benefits s
probable on the basis of judgement of management. These are reviewed at each balance sheet date and are
adjusted to reflect the current management estimate,

1.19 REVENUE RECOGNITION AND OTHER INCOME

Revenue from sale of energy is accounted for at rates as per the PPA & Agreement signed between HPPC Ltd, and
HPSEB Ltd./Tata Power Trading Company Ltd. (TPTCL),
L20 EMPLOYEE BEMEFITS

Employee berefits consist of wages, salaries, benefits in kind, provident fund, pension, gratuity, post-retiremeant
medical facilities, leave benefits and other terminal benefits etc.

a) Short-term Banefits

Shart-term employee benefit obligations are measured on an undiscounted basis and are expensed in the
period inwhich the service is provided,

b) Terminal Benefits
Expenses Incurrad on terminal benefita in the form of ex-gratia payments and notice pay on voluntary
retirement schemes, if any, are charged to the profit and loss in the year of incurrence of such expenses,
1.21 DEPRECIATION AND AMORTIZATION
|} Depreciation on Proparty, Flant & Equipment of Operating Units of the Comipany is charged to the Statement of
Profit & Loss on straight-line method foliowing the rates and methodology a3 notified by HPERC for the fixation
of tarlff in accordance with Schedule-| of the Companies Act 2013, except for the assets specified below;
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e b

a) Deprediationischarged on Straight Line method following the rate & methodology notified by the H.P State
Electricity Regulatory Commission (HPERC) for the purpose of fixation of tariff as amended from time to
time, except in case of:

b} Mobile Phones are depreciated fully @ 25% PA. in4 years,
c] Kitchen items and small office items are depreciated over the period of 3 years, keeping 10% residual value.
d)} Assetscosting Rs.5000/- or less are depreciated fully In the year of procurement.

e Expenditure on software is recognised as "Intangible Asset" and amortised fully over three years on 5LM or
over a period of its legal rights Lo use, whichever is less,

f}  Infrastructural development construction power depreciated @5.28% 5LM under the head any other
assets notcovered in the HPERC Schedule.

g} Depreciationis provided on pro-rata basis from the month in which the asset becomes obsolete is provided
till the end of the month in which such declaration is made.

i) Expenditure oncatchmentareatreatment (CAT) Plan during construction is capitalised  alongwithD.a m /
Civil works. Such expenditure during 0 & M stage is charged to revenue in the year of incurrence of such
expenditure,

iil} Where the cost of depreciable assets has undergone a change during the year due to increase/decrease inlong
term liabilites on account of exchange fluctuation, change In duties or similar factors, the revized
unamartised balance of such assets is depreciated prospectively over the residual life,

W} Depreciation on increase/decrease in the value of exlsting assets on account of settlement of disputes is
charged retrospectively.

¥) Depreciation on assets tll start of commercial production has been shown under ‘Incidental Expenditure
during construction” under capital work in progress.

vi} Depreciation on addition/deduction from fixed assets during the year is charged on pro-rata basis from/up to
the date, when the asset (s available for use/disposal.

{vii} Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is
lower.

vili} Depreciation on assets tll start of commercial production has been shown under ‘Incidental Expenditure
during construction” under capital work in progress.

iz} Depreciation on addition/deduction from fixed assets during the yearis charged on pro-rata basis from/up ta
the date, when the asset s available for use/disposal.

Ix] Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is
lower.

wl] Tapgible Assets created on leasehold land are depreciated to the extent of 90% of orlginal cost over the
balance available lease period of respective land from the date such asset is available for use or at the
applicable depreciation rates & methodology notified by HPERC tariff regulations for such assets, whicheveris
higher.

wil) Where the cost of depreciable assets has endergone a change during the year due to Increase/decreass in
long term liabilities on account of exchange fluctuation, price adjustment, settlement of arbitration/court
cases, change in duties or similar factors, the unamortized balance of such assets Is depreciated prospectivety
over the residual life of such asset determined following the applicable accounting policies relating to
depraclation/ amortization.

wil) Where the life and [ or efficiency of an asset is increasad due to renovation and modemnization, the
sxpenditure thereon along with its unamortired depreciable amount is charged prospectively over the
revised / remaining useful life determined by technical assessment.

xiv] Spare parts procured along with the Plant & Machinery or subsequently which are capitalized and addad in

the carmmying amount of such tems are depreciated over the residual useful life of the related plant and
machinery at the rates and methodology notified by the HPERC.




ANNUAL REPORT 2019-2020

1.22 INCOME TAXES

Income tax expense comprises current tad and deferred tax,

Current Tax is recognised In the Statement of Profit and Loss, except to the extent that it relates to items
recopnited directly in eguity or other comprehensive income, In which case the tax 5 also recognised directly in equity
or in other comprehensive income.

a) Currentincomae Tax

Current tax is expected tax payable on taxable profit for the year, using tax rates enacted or substantively
enacted at the balance sheet date and any adjustments to tax payable in respect of previous years.

b) Deferred Tax
Deferred tax is recognised using the balance sheet mathod, providing for temporary differences between the
carmying amounts of assets and llabilities for Bnancial reporting purposes and the amounts used for Ladkation
purposes, Deferred tax is measured at the tax rates that are expected to be applied to temparary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferred tax assets and fiabilities are offset if there is a legally enforceable right to offset current tax fiabilities
and assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or on
different tax entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets
and [labilities will be realised simultaneously.
Deferred tax is recognised in the statement of profit and loss except 1o the extent that it relates to items
recognised directly in other comprehensive income or eguity, Im which case it Is recognised in other
comprehensive income or equity, & deferred tax asset is recognised to the extent that it is probable that future
taxable profits will be avallable against which the temporary difference can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax
benefit will be realised,

1.23 EARNINGS PER SHARE:

Basic earning equity share is computed by dividing the net profit or loss attributable to equity shareholders of the
Company by the welghted average number of equity shares outstanding during the financial year.

L2ZASTATEMENT OF CASH FLOWS
a) Cash and cash equivalents includes cash/drafts/cheques on hand, deposits held at call with financial
institutions, other short-term highly liquid investments with original maturities of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of changes in value.

b) Statement of cash flows is prepared in accordance with the indirect method (whereby profit or loss 15 adjusted
for effects of non-cash transactions] prescribed in Ind AS-7 “Statement of Cash Flows”,

1.25 MATERIAL PRIOR PERIOD ERRORS
Material prior period errors are corrected retrospectively by restating the comparative amounts for the prior

periods presented inwhich error occurred. Ifthe eror occurred before the earliess period presented, opening balances
of assets, liabilities and aquity for the earliest period presented, are restated.
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HIMACHAL PRADESH POWER CORPORATION LIMITED

A MOTES TO ACCOUNTS

The amounts bn financial statements are presented In India Rupees . The previous year Agures have also been

reclassified / regrouped / rearranged wherever necessary to confirm to this year's classification.
Amount as at Almodnt a% at

March 31st 2020 farch 315t 2019

Particulars Ul Nokm |

Property, Mant & Equipment
1.2 Capital work in Progress 241 ;
2.3 intangible assots 231 8 8
T 31986 511299
2.4 Intangible Assets under Developmant : :
TOTAL ‘0

£:5 INVESTMENTS

Farticulars A5 AT March 31, 2000 | As A March 31, 2005

Imvestrsént in Equity Instrutmeénts

Non Trade-Unquoted (2t cost |

(a) Subsidiary Companies

(b} Joint Venture Companies

3375000 (PY. 3375000) Equity Shares of Rs. 10/- in 337
Himachal Emta Power Lid

Less : Provision for Doubtful Investment -337

Total Investment in Equity Instruments =
Other Investment

Total Other Investment -
Total Investments -

1.6 LOANS

Particulars : Az A March 31, 2000 | As At March 31, 2019

Securlty Deposits

Secured Contlderad Good

_-Unsecured consjdered good
- Doubtiul

Loans to ather Employees

- Secured considered good
-Unsecured Considered Good
- Doubtful

Total




ANNUAL REPORT 20192020

17 FINAMCIAL ASSETS- OTHERS

AmMount as at AMOLUNT AN O

Mianh 318 2020 RAERER 318t 201"

Interest Accruad but not due on deposits with Banks

Deposit with Courts -

_Other Deposits :
Linbiled Revenus

Bank Deposit with mora than 12 months maturity -

TOTAL X

1}

28 DEFERRED TAX ASSETS
TOTAL -

29 REGULATORY DEFERRAL ACCOUNTS- DERIT BALANCE -

TOTAL =
.10 MON - CURRENT ASSETS
Other Non Current assets
Particulars fis At March 31 As At March 31
2020 2019

Capital Advances

Advances to Suppliers and Contractors

Covered By Bank Guarantes 0

Unsecured Considerad Good 7,678

Others 414

Loans and Advances to Related Parties =

Loans and advances to Joint Ventures -

Secured Considered Good =

Unsecured Considerad Good 61
~Less : Provision for Doubtful Advances {61)

Advances to Others >
~ Others- Secured Considered Good 18

Others- Unsecured Considerad Good 465

0

Capital Stores at Cost 3

~Other Items 2
i

Recoverable from Contractors =

Others- Seured Considered Good [1]
“Others- Unseured Considered Good 1,547
“Recoverable from staff 0.00
" Beposlts with Income Tax Authorites B.875
“Other Recoverable 166

Less:Provision for Doubtiul Recoverable {63)

Grant Recelvabies- Non Current 7.852

Prepaid Expenses 0.00

Deferred Empoyee Benefits Expense

Total Other Non- Current Assets 26964
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HIMACHAL PRADESH POWER CORPOR)

CURRENT ASSETS
11  INVENTORIES

Particulars

[rwentories

Ad At March 31

2010

As A March 321,

2015

Loose Tools
Stores and Spares 553
Less : Provision for Shortage of store and Obsolescence

TOTAL 553
FINANCIAL ASSETS

1.13 TRADE RECEIVABLES

Particulars

sacured Consisdered good

Az A1 March 31,

A
2020

A5 A Moreh 31
2019

Unsecured considered good:

Power 78

Lab Charges

Doubiful

Felated Party 24
TOTAL 102

213 CASH AND CASH EQUIVALENTS

Fartieulars

Term Deposits {having original maturity of upto 3 months)

AL AL March 41,

20210

Ax At March 31,

2015

Cash and Bank Balances

Cash in Hand

stamps In Hand

Remittances in Transit

Balance with Banks

Term Deposits with maturity upto 3 months

TOTAL

£:14 HBANK BALANCE - OTHER THAR ABROVE

Particulars

Earmarked Balance [ Unpaid Dividend)

As AL March 31,

20210

As Al March 31,
2004

Margin Money for Pledged Deposits

Other term Deposits having maturity pericd of more than 3 monthy

Margin Money for BG/ Letter of Credit

TOTAL

215 LOANS

Particulars

Security Deposits

Az AF March 31,

P
FAMFLL

A5 Al March 31,

Foihh

- Secured Congidered Good
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Unsecured considersd good

= Dokl

Loans to Related Parties

Loans to Directors

=5ecured considred good

= Unsecured considerad good

- Dowbtiul

Loans to Other Refated Parties

Recoverable from Staff

B

Advances to Employees

i

Secured considered good

Unsecured Considered Good

Doubtful

TOTAL LOAN

=rh-l1

2.16 OTHER ASSETS

ParHcular

Interest Accrued but not due on deposits with Banks

AL at March 41

20210

A% At March 31

2015

Interest recoverable

Amount Recelvable from Others

Accured Interest on Advances to Others

Amount Becoverable from Contractor & Suppliers

Others- Seured Conskdered Good

Others- Unseured Considered Good

Other Current Assets

TOTAL OTHER FINANCIAL ASSSETS

2.17 CURRENT TAX ASSETS

Particularn

Current Tax Assats

As 8t March 31

2020

A5 At March 31,

TOTAL

2.18 OTHER CURRENT ASSETS

Particulars

Advances Others

fis at March 31

2020

il

As At March 31,
2015

Secured Considered Good

Unsecured considered good

Advance to Suppliers and Contractors

Secured Considersd Good

Unsecured considered good

Doubtful

Less Provision for Doubtful Advances

Prepaid Expenses

Amount Recoverable from tax authorities

Deposits with Courts

Other Recoverable
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Doubtful

Prepaid Expenses

Amount HEtnwerahI: from tax au‘thl;:nrmeg

Deposits with Courts

Qther fecoaversole :
TOTAL

2.1 EQUITY SHARE CAPITAL

s at March 31, 2020 s A March 31, 1018

Share Capitsl | Share Capital
e in Lesal | Mo, of Shares {Rs. Jin Lata}

| §

Particulars |
[No. of Shares

AUTHORISED
Equity Shares of par value @ 1000/ each 25000000 250000
ISSUED, SUBSCRIBED AND FULLY PAID UP 21805633 218056
Equity Shares of par value & 1000/ each fully pald up
TOTAL 218056
2.19.1 DETAILS OF SHAREHDLDERS HOLDING PMORE THAM 5% SHARES IN THE COMPANY

As ot March 31, 2020 ' Ax At March 31, 3019

NAME QF THE SHAREHCOLDER
No. off Shared ; MNo. of Shares

Governmant of Himachal Pradesh (GoHP) —
Himachal Pradesh Infrastructre Dn'qlupmznt Enan:l 11871507

Himachal Pradesh Electricity Board Limited 1307731
TOTAL 21805583

Az ot March 3L, 2030

R mmEaR Lt sl L LT T el T =0 B rmiidm Ll bR i e

Particulars ' thare Capital | Share Capital

NG, of Shares Mo, of Shares Bs e bisss

1
I8x by Loy !
1

Mumber of shares at the beginning 19275633 192756
Mo. of shares issued during the year 2530000 25300 |
Mo. of shares Bought Back during the year

Mumber of shares at the end 21805613

230 OTHER EQUITY

Az ot March 31, &z AF Minrch 31,
Particulars 3020 i

Retained Earnings

Opening Balance (22199
Add: Profit for the Year as per Statement of Profit and Loss -12824
Less : Loss of joint venture 2
Closing Balance {35022)
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221 BORROWINGS

: AL at Maren 31, A% at March 31
Partciilsir n1g
il PN B

Bonds or Debentures

Total

Term Loans
From Banks:

] Secured
Laan fram WSO Benk (Secured)

Total (A)
B Unsecurad:

Government of Himachal Fradesh Loan for Shongtong HEP
(Rais of interest 3 B3% p.a_ payable in halfyealiy
mgtaiments fram july 2075 to Janvary 2028)

Govermment al Himachal Pradesh Lean far Shongteng HEP
{Raie of interest 0.75% p.a. paysble in halfyeaidy
imgtalments from july 2023 te January 2053)

Gowernmant of Himachal Fradeah Loan

Gavernment of Himaschal Pradesh Loan (Trench 1)

(Rala of interesf 10% pa payabla fa paary Instalments af
pringipal and Interest from apr! 18 to Jeavary 2025

Government al Himachal Pradesh Lean (Trench 2]
(Rrie of interee! 10% pe payabie in yeary inatalments of
principal and Inferesi from april 18 fo January 2025)

Gavernmant of Himachal Pradesh Loan (Trench 31
(Rate of interast 10% pa payable in yearly instaiments of
princlpal and inferes! fram agel! 18 1o January 2026) 1,04, 051

Govermnment ol Himagchal Pradesh Loam (Trench 4)
(Rate of interesd 10% pa paysbie in yoenry irslfalments of
pringlpal and mleresf fram aprl 18 fo Jaauary 2027]

Govwemmant of Himachal Pradeah Lean (SEC.TRM.LOAN HP Gavt)

Total (B) &

Total Tarm Loans from Banks (A+B) =

2.2 OTHER FINANCIAL LEABILITIES

Depasits, Retenton Money from Contraciors and Others 6,086
Liabiithes For Contractors & Suppliers 55
Other Expenie Payahie o
Govt. Dues Payahie 1]
Prowision for Exponses 4,103
Deferred Repayment of Interest of GOHP Loan 147,
TOTAL 157698
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2313 PROVISIONS - NON CURRENT

As at Marcn 31, As A March 31,

2020 2018

Partiei|sir

Prowisions

Gratuity GEZ

Leave Enchasment 2279

Pension Contribution o58
TOTAL 3419

A5 at For the year | S at

Parficulars | M Fas, i | | 310 iFJ4
' (01.04.2019| Additions | Write Back/ Transfer| Utillzation | 31.03.2020

Unfunded Employee bensfit
Pensian Contribution 186
Gratuity 1030 682 1020
Leave Enchasment 2179 798 1038
TOTAL| 5690 1666 2058 |, 1379 |

2.24 Other Non Current Liabifities
As at Marnch 31, Af A March 31,

2030 iy

PErEcLlArE

Capital Grant government of India

Utilised Grant

Rznuka

Opening Balance 68,680
Additions during the year 7,521
Less: Acculumated depreciation on fived Assets 199
Closing Balance 76002
Gyspa

Opening Balance 1,066
Additions during the year ar
Less: Acculumated depreciation on fixed Assets 33
Clasing Balance 1071
Total Utilised Grant 77073

The Renukaji Dam Hydro Electric Project and Gyspa Dam project is being implemented by HPPCL as & National
Project andis fully funded by the Government of India and Government of Beneficiary States. The Contributions
received for Renukaji Dam project from the Central Government, Delhi, lal Board and the haryana Government
ageregating As. 689.52,79,.755/- and for Gyspa Dam project from PWC Rs.500,00,000/- has been treated as per
Capital Reserve, (net of depreciation) in compliance with AS 12.

215 TRADE PAYABLES

As @t March 31 As At March 31
20 ;‘lﬂ Falk ti|

Particulars
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2,26 OTHER CURRENT LIABLITIES

G ot March 31 A5 AL March 31,

20210 2019

PRrTCulnrs

Liahilities for employees Remuneration and Benefit

Share Application Money pending Allottment 0.00
Irberest Accrued and Due on Loan 0.00
Govermment of Himachal Pradesh Loan 0.00
Salary & Other Exps. Payable to Employces 0.18
Advance for deposit Work 1404.04
Depaosits, Retention Money from Contractors and Others 2178.82
Liabilities for Government Departments 1888.97
Lisbiities Far Contractors & Suppliers 2293.59
Provision for Expenses 4712.30
Taxes and Duties Payable 177.01

TOTAL 12928

2.27 BORROWINGS

Ay at March 31 A Ar March 31,

Particulars i :

2020 1018
Sacured
From Banks

me"mhl!f Parties

TOTAL

.28 REVENUE FROM OPERATIONS

As @t March A1 A% At March 31

20210 | 2019

Particulars

Sales

Energy Sales 14576.69
Sale of Services

Rent from Property 47,60
Rent of Land o
Total Revenue from Operations 14624.29

229 MISCELLANEOUS INCOME
As at March 31 Ax At March 31,

Fartc
bl 2020 2019

Incame for providing Design works/Lab Receipt

Interest from Banks 9.66
Late Payment Surchargs 0
Rebate NRLDC Fee Chg 011
Interest on Bank Deposit - FOR's 0.01
Others 20,11
Sale of Scrap 0

Prior Period Incoma i
TOTAL 89351
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230 EMPLOYEE BENEFIT EXPENSES

Farticulars

Salaries Wages, Allowances and Benefits

A5 Bt hare

hdl

s AL Narch 31
1015

Contribution to Provident and Other Funds 48
Leave Salary and Pension Contribution =101
Weliare Expensas 148

TOTAL 1034
2.31 FINAMNCE COST

Particislars

Bank Charges

Ad &t March 11

P~
Fd brd 1)

Interest on term Loan 12955
Others 12
TOTAL 12,967

2.3} DEPRECIATION AND AMODRTIZATION EXPENSE

Particul ars

Depreciation for the Year

Ad at Mareh 41,

2020

Ag AL March 31

20148

A% AE Miarch 31,
2018

Depeciation Charged to Statement of Profit & Loss

233 OTHER EXPENSES

Particutars

As at March 31,

ME. In [Acs
A% At March 31,
Falli

2020
Repair and Maintenance
Buildings 43
Roads 31
P hi 560
Office Equipments & Furnitures 1
Civil Warks 108
Electro Mechanical Works ]
Vehicles 1
Dthers o
Less: Claims Recelved from Insurance Companies *
Rent, Rates and Taxes 17
Insurance:
Vehicles 0
Other Assets 20
Security Expenses
Electricity & Water Charges 31
Less:- Recovered from Emplovess & Contractors
Research and Development
Travelling & Conveyance 2
:1'rarﬂr|| Expenses o

Less:- Cost of Application Forms Received
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_Legal and Professional Charges

Communication Expenses

Printing & Stationery

Statutory Audit Fees

ol wlB

Publicity and Advertisement Exponses

Advertisement & Publicity

Expenses in relation to sale of power

Free Pawer

EMP Expenses

Hiring of Vehicles

Wehicle Running Charges and Insurance Charges

Annual Technical Support- SAP

Fees and subscription

Expenses on Translt Camps

Books B Periodicals

Haospitality and Entertainment Expansa

Freight and Labour Charges

Postage and Telegram Expenses

Ralsing Day Expense

Rebate to Customers

ﬁ@hnnnﬁquuﬁﬂgﬁ wlo

Provision for Doubtful advances

Disaster Managensent Plan Exps.

Directors Sitting Fees

Deferred Revenue Expenditure Written OFf

hheﬁng&pem:i

Environment & Ecology Expenses

Office Expenses

Prior Pariod Expenses

Expenditure Write Off

Interest & penalties under | Tax

Miscellaneous Expenses

B nEHEq

Em:hanp Rate Variation

AM00BO0 RER Schemes / Plan

Expenditure on Catchment Area Treatment

Fm]n.-:tinwgmﬂnn Expenses

Expenses on Regulated Power

Less: Regulated Power Adjustment - Sales

Rehabilitation Expenses

Local Area Development Expenses

TOTAL

8
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2.34 EARNING PER SHARE BASIC AND DILLUTED

Met Profit afier Tax

Weigted Average no. of Shares 20,540,633
Face Value of Shares 1,000
EPS




SUB NOTENO 2.1.1 SCHEDULE OF PROPEATY PLANT AND EQUIPRIENT

[#a. e L]

{
¥
GROSS ALOCK DEFRECIATION NET BLOCK b

Land - Leasehald 2 a 0 ] F | | o 3 3 4
Land - Frle_Ehﬂld- B1arE 11347 1054 101460 1 o 1) 1 101 AES F1ATE
-F.ve-::uienrial-ﬂ;l_m-iﬁgs 2633 o o 2633 430 | o 523 2112 2,103
Mon Residential Hulh:ﬁ_flg‘!_i_ 1r29 33 o 176l 264 36 Q 330 1,242 1465
Temporary Sheds.f'nrett'ium 10 0 1] 10 3 4 0 B 3 7
Praject Civil Works 154057 247 34 155166 14,613 7,354 & 23R 133185 140344
" Rosds, Bridges & Traffie Tunnels o 0 6 0 o o o o o o
Praject Electro Mechenical Works 65513 BB 0 65602 5,668 3141 0 BRID 55,792 53, Fd
Plant {currently For Waler Trestment) 3 18 i} F | | 1 o P 0 F
Office Machinary | Like [i-l] Fire safety] 136 [ 4 137 47 ¥ F a7 E i 93
Electronics & Electrical items 430 i3 ] a43 111 -] 1] 135 A 318
Furnitures & Fixhures 138 B 2% g2 111 28 (1] 138 14k 17
Computers & Data Processing Machines 148 10 a9 150 21 15 1] 8k 18
‘Vehicles 156 o F in4 38 1% 1 51 103 i1
Kitchen Iterms 3 o } 3 2 ] o 2 o 1
Fire Fight Equipmnts o 0 i} 1] 0 i i} [V} o 0
Mall Cifice ltems L] 0 a f L i o o 4] 4
Helipad L] g o 23 5 L B 18 18
Bridges & Culveris 5B (1] i 580 107 19 1] 125 a54 aT3
Server And Nebworks ] 0 a HKag T4R i 1] 750 143 153
Roads AG54 0 0 AE4 910 163 o 1073 3.BBL 4,044
Assets Mot Owned By Company Roads o 0 a i} o o 1] L] ] i
disseis Mot Dwned By Company Others 1] 0 a o o ] 1] o 4] ia
Infrastuctiung Developmen! Constrection Poswer IE05 a 0 2608 . &38 134 4] 553 1043 3167
Totel |a) 16660 11720 1329 337061 23574 11085 8 3ae49 302411 303086

¥
AN NOIYEO430D 3 3MOd HS3AYEd TYHOYWIH

QEGE-HLOE LHOHE TYNNNY
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Note Mo 2.7.1
CAPITAL WORK IN PROGRESS (R I Laves]
Particulars = PRECHEIE - A:?:II:;T r}:l.ll'rrll:gn I:;tr:ﬂ AI;I'I_.E:IH'-
ALALIA.2MS | pyao18-20 | FY 200920 | FY 2015-20 | 31.03.2020

Residentiol Bulldings 1211 24 - 12

Man Reslidential Buildings 2.2.1.1 &4 64 -

Aoads, Bridges & Culverts 2211 191 212 .

Civil Works 2211 111,973 17.458 5,625

Electro-Mechanical Works 2211 438 78% 345

Construchon Power 2211 4 E E

Plant & Machinary 1.2.1.1 - L] *

Land Submerged Area 2.2.11 18,450 - 18,850

Imvestigation & Surnmy L2.1.1 - + =

Environment B RER Expenses 2.311 - a.nad 3087

G Total 174,558 28,764 I_gﬂﬂl:'

Expenditure during construction .13 133,647 24311 (3,785}

Total Carried forward to Balance Sheet) 308, 204 53,075 31,713

NOTE MO 2.2.1.1 Pregect wise Detnil of Eﬂp-ll.ll Waork in Prograss [How. i L]

rpailgaien 7 Lam e

Particulmis - dun-1 [ TR - Sarrm -:-E::.
Sundernagar - - - - = = = . - i
Sawra Kuddu HEP 3 - 0 s 24702 g E - 5 ﬁ;ﬂg
Kasheng HEP Stage-| =] - - u = = 1 - = 34
Sainj HEP . 152 308 EE - . . T . ROS
_Renuka Dam Project - - - - - - ] - - . B
“ﬂnlﬂﬂa HEF ' § - 38896 26268 34 = g 5 = 65,203
Trivetnd H EP . I . . . ' = . . - - ' .

Thana Plaun HEP - . - ; 3 : . . z

Gypsa HEP ; : : ? . : . = : ] :
Surgani Sundia HEP = b - ¥ = = . = = 2 4
Deothdl Chamju = 2 H = 2 z 3 = 3 5 =
Chanju-ii z : = : = = . 4 % . _
Barra-Dol Solar Power Project . 5 = 19 = : g . . i 193
Kashang HEP Stage-I| - - 95 13844 = s 4 : E ; ﬁ
i 12 152 402 123805 50970 44 8 - - - 175,393

Moile Mo L3212 Expenditure Durng Constraction

AL 3T fdditkar Ee T Ml Aaly
Eapemdituie DisFing Lanirdthon I i11rL.201% auring Barng Durtng
1014-30 o130 1830
EXPENSES [A):
Ermployess’ Banefits Experses 223 44 850 5298 {&70) [E3 51306
FenarcieInterost Cost 2323 55,366 11 629 . 11629 b69ES
Depreciation Expeney 1323 20 252 252 L1
(e and Admitetrative Experes 12.24 37,344 RG6T £2,915) 5,752 21.0%
TOTAL |A) 148,405 25,785 (3,785) 22008 16 AR
Less: Miscellaneous incoma 2325 [pLEEL]] [Larq) - [1,414] 112312
Lexs: Aemuka)l & Gyspa Prajoct Depreciation adiusted - - - -
aganui Capital Reserve e
_NET EXPERDITY Carries o 133,647 FTRTT (3,785 0,526 154,173
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Mote Ne 2.2.2.1 EMPLOYEE BENEFITS EXPFENSES [Expenditure During Coanmruction] i 4 Ll

Addition D letion Pl

PARTICLILAR Adal FLr Eie buriE As ot

M it ;:: E‘-'I:I:I :Jlisl-:ﬂ- :E:lu'r- ‘:n TR
Salaries, Wages, Allowances and Benefits 47,4459 4203 41} 4,163 43,287
Cantribution to Provident snd Other Funds 937 6 (17} 59 B78
Ligve Salary snd Pension Contribution 3438 B {812) 1,405
Travelling Exp. - a2 26 0] 26 386
Medical Exp, 516 55 = 471
Wellare Expenies 455 24 - 34 431

Mote No 2.2.2.2 FINAMCE/INTEREST COST [Expenditure During Construction): (. be Laca)

B drtvon Deletian Pt
" A ol y : Ay ol
PARTICULARS during during Diring

1.0, 20 31.03.2018

2015-20 2018-20 J015-20

interest on Term Loans 56,928 13627 - 11627 300
Bank Charges/LC Charges a9 F | - F | F 7 f
Others-FRTSerdoe Tax Inlerest 19 1 19
TOTAL 66,985 11,629 - 11,629 55,356

Mote No 1.2.3.3 DEPRECIATION EXPEMNSES: [P, in Laks}

Axat Addition Deletion nl
PARTICULARS 1y dasrin duria Duri
bt e e 31.03 2018

31.03.2030
20E8-20 2019-20 PLINR-SF 3]

Eip:mtrmrmrﬂrm!lﬂﬂlnﬁtﬁtimﬁmlml

I:i.'p-l'l!'-:u‘w [—_—— I'Trmﬂ-nt-dluirpﬂfﬂmr Dnm:[m-mm 3174 52 - 251 2926
_ Deprecaion weitten off from Canhial Frsrve
Note No 3.2.2.4 CFFICE AND ADMINISTRATIVE EXPENDITURE (Projects Incidental Expenditurs): {ite. §a s

A at Addition | Deletion et L1
PARTICLULARS F1.0%. 2010 during dluiring Diuiring .03 M9

H18-I0 2018-20 01520

Aepairs and Maintenance Vehiche 109 1588 16 93
Repairg and Maintenanon Office Fumiture & Equipmant's 79 302 k1] F n
Repgairs and Maintenance Plant and Machinery 110 13497 e ?
“Repairs and Maintenance Bulldings 616 5135 51 575
Agpairs and Maintenance Othars 48 1 i a7
Office & Administration Expenses Al 130 1) 1 E )
Hospitality and Entertainment Expenses 153 853 11 9 143
Mut’in; Expenses &7 £.30 - & £l
Misc. Expenses 139 0z ] 13
Communication Expenses 673 Fi-] . T8 555
Hent, Rates and Taxas 1,796 T61.88 . 263 1513
Consultancy Fees 872 81 12 69 303
Annual Technical Support-SA&P AMC 2,063 #62 . dh? 1,601
Vehicle Running Charges & Insurance Charges 270 8 (kL) 15 255
Hired Vehicle Expansss 2,043 214,84 - ns 133
Training & Seminar 287 1 1 286
Faes & Subscription A0 1 . 1 L
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ig#ﬁhnﬁngﬁﬁﬁﬁirgﬁgfﬁ&@gtiﬁﬁﬁiiaqﬁ.Eﬁﬂﬂﬁtﬁﬁwuﬁ E

e A R R L

Printing & Stationary
Eﬂ:htﬂhh & Newspapers
Frofght & Labour Charges
Insurance

Raising Day Expense

Legal & Professional Changes

Postage & Telegram Expenses

Publicity & Advertsement Expendrture
Expenditure on Transit Camps/Guest House
Business Promotion Expsnses

Power/ Water Park

Foreign Exchange Variation Cost

Landd Actpuisition Expenses

LaDa

Aelief and Rehabilitanon Costs
Emironmental and Ecology exp.
Eaxpenditurs on Enaliling Assetsy

CAT Plan

Sresdy and Research

Survey & lryedtigation

Construction Power HPSEBL 1-8-1
Envirpnmient Managemant Plan

Fuel expenses Data Centre

Gift & Presentation A/t iPending Allocation)
Honorarum & Stipend

incidental expenses-Power Water & parks
ELITS-MCED PAANPOWER HPEHEHLFH}HIM Aflpcabion|
Reatain earming Adi-u!-tr‘rrﬂnt unto FY 2014
SAFETY RELATED EXPENSES

Hydraulic and numerical Model
‘Winter Heating Exp, [Pending Allocation)

et e

Aemunerabion to Auditors
Consumables Stores
Transmission lines
Common Cost (HD & SNE)

Fisharies Managamant

Brelminary Expenses

Pre- construction & Construction stage Expenses
Incidental exp after COD{propordo)Stage-1 201718
Incidental exp Before COD Stage-1

Expenditure related to previous year

AUC-AmpUnt 5ettelment

TOTAL

%E E:EE ylmEEp glnle|8 le E EEEW ,E“fﬁg t?ﬁﬁi ﬁ s afn (8] 5|8l B¢ e]u| |28
i. 0 E[E.g ) S R R ) S u?ﬂﬁﬁﬁﬁ;-gggﬁuﬁ. Ezi%g%ﬂ'ﬁﬁﬂbg{ﬂ

ﬁ..,.qmﬁi.N.H_maﬁﬁﬁbngﬁﬁﬁﬁ.ﬁEEF.mﬂu%nﬁ.ﬁanﬂr
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MoteNo 2.1 2.5 Miscellanesus income Transfermed to Espenditune Denng Constmaction:

s at Addition Delehion [ ] Al
PARTHCULARS 11.03. 2000 during during During ¥1.03. 2009
FOiS-20 2015910 20189-20

interest from Banks Deposits/FOR's
Income fram Providing design worky/Lab Receipis

Interest from Employess . - . a =
Howse Rent Collectisn from employess)Dther recowery f21) - - - [21]
Irfirm Sale or Power (17} - - - [17
Interest on Tax Befunds {320} - . - (320§
income from sale of tender forma | - - - 1
income fram Cantractaon {56} - - - (5G]
incorme from Trarsit Camp/Guest House (1) - - 1
Gain on sake of Assets ¥ . - - {1
Miscellanoous Receipts (7,242} (1,457) : (1,467} {5,775
ToTAL (12312} A1,474) 1 (1,474) (10,E38]
2.3.1 Other Intangible Assets {Rs. in lacs)

| GRDO DEPRECIATION
= —l_— r
w3 11E hen AL g
i | e F R p T Deigrisic bl e Ax at A @l il Duduetians An wi | As ot By Wi
o | Terem lovoesom| Lon | Adiustments | 31-03-2020 | 01-24-2018) - T_'f.' "| Amustmetne | 310320200 1-03-2000 | 31-03-2010
1 SOFTMAEARE &5 H a 55 47 L] o a7 n B
TOTAL 53 o a 84 4 a o A7 L] ]

2.4.1 Intangible Assets under Development {Rs. in lacs)

I f Captulaed
BE at Additian Deductions An oal ¥ Ax o

Particulinrs | 01.04.2019 durrg | Adjustments 34 ) 3200 during the March, 2020
3 year

the yemr
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Nate No 2.35  Disclosure on Financial Instruments and Risk Management

i} Fair Value Measurement
a) Financial Instruments by Category (Rs. In lacs)
A at March 31, 2020 | A at March 31,2019

m Amortised Cost T Amartised Cogl
Financial Assets
Non Current Financlal Assets
[ijinvestmeant 2.5 . 2
sliljLoans 16 143 149
[iifpOthers 27 - -

Bank Deposits with more than 12 Months Maturity

Current Financial Assety

[I|Trade Receivables 313 102 1,757

(I}Cash and Cash Equivalents 213 5518 11,365

(ijCash and Cash Equivalents 2.14 2,348 9,700

(iv)Loans o 2.15 14 3

(v]Other Assets

Interest Accruad 2.16 194 327

Other Recoverable 2.16 17,719 1,072
Tatal Financial Assets 26,438 24,330
Financial Liabilities

{illong Term Borrowings

ajTerm Loans Financial Institutions 221 2,014 -

biTerm Loans from Others 2.21and 2.22 400,929 159,795

(i} Deposits / retention non current 222 10,260 10,953

Current Financial Liabilities

i)Cther Financial Labilit

ajCurrent Maturity of Term Loans Financlal Institutions 226 = -

bjCurrent Maturity of Term Loans ether 126 - 216,493

ciDeposit/ retention Money 1.26 2179 108
d]Liability against Capital Waorks 2.26 2,300 5,239

g)0ther Payables 2.26 8,349 39,632

Total Financial Liabilities 426,131 432,858

Mote :- The Company does not classify any financial Assets/ Financial Liabilities at fair value through profit and
Loss and other comprehensive Income
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B) FAIR VALUATION MEASUREMENT

{i) Fair Value Hierarchy

This section explains the judgements and estimates made in determining the fair values of the financial instruments
that are (a) recognised and meassured at fair value and [b) measured at amortised cost and for which fair value are
disclpsed in the financial statements. To provide an indication abaut the reliability of the inputs used in determining
fair valee, the company has to classify its financial instruments into the three levels prescribed under the accounting
standards,

Level 1: Level 1 hierarchy Includes financial instruments measured using quoted prices, This includes listed equity
instruments and traded bonds that have guoted price, The fair value of all eguity instruments including bonds which
are traded In the recognised Stock Exchange and money markets are valued wsing the closing prices as at the
reporting date. The company has no Anancial Instruments that are listed and traded in recognised Stock exchanges.
Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation
technigues which maximise the use of observable market data and rely as little as possible on entity-specific
estimates. If all significant inputs required to fair value an instrument are observablbe, the instrument i included in
level 2. This includes security deposits/ retention money and loans at below market rates of interest.

Level 3: if one or mare of the significant inputs is not based on observable market data, the instrument is included

in level 3.
{a] Financial Assets) Liabilities Measured at Fair Value- recurring Fair Value Measuremeant [Rs. In lacs)
As at March 31 3020 As at March 31,3019
Level 3
Financial Assets at FUTOCI
i) Investments
-In equity Instrument quoted o = = E = = =
- In government Securities - - - = - - -
- I public sactor undertakings/ Public Financial - - - - - - -
institution and Corporate Bands
Tatal - - - - - - -
(b) Financial Assets/ Liabilities measured at amortised cost for which fair value are not disclesed Rs. in locs
irtlaieis Note | Asat M"TL“EWE | Asat March 31,2019
et Na Kiil . Liriiel ET Lerval IT Ll 1
(i} Loans to employees and Others 166115 - 157 = = 152 -
(i1} Onthr 5 :
Bank deposits with more than il = = = %
12 months maturity ; - =
Total Assets 157 152
Financial Liabilities
(i} Long term Borrowings [including 12 B 2% " 2,55,506 o - 36288 -
current Maturity and Interest} ' Tals S 2
(H] Deposit / Retention Money 12 539 - 6620 -
[ Including Current i j
Total Liabilities - 2,568,044 . - 382908 -

"Valuation echnigues and process used to determine fair values
The Company values financlial assets or financlal Habilities using the best and most relevant data avalable, Specific
valuation techniques used to determine fair value of Ainanclkal instruments includes:
Use of Quoted market price or dealer quotes for similar instruments.
- Fairvalue of remaining financial instruments is determined using discounted cash flow analysis. The company has a
team that performs the valuation of financial assets and liabilites required for financial reporting purpose ™
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Mote |
L]
No

Particulars

Financial Assets

[i} Loans to empioyees and Dthers TER 215 187 157 183 L5

{ii} Other - - - -

Bank deposits with mare than .07 - - = -

12 manths maturity =% r=

Financial Liabilities

i} Long term Borrowings{ including

current Maturity and [nterest) 2215226, 2 i .

(i1} Depasit / Retention Money - i

{ Including Current) 2228226 1253 12,535 6,620 6,620
Psignificant Estimates:

The fair value of financial instruments that are not traded in an active market is determined using valuation technigues.
The company usesits judgement to sefect a variety of methods and make assumptions that are mainky based on market
conditions existing at the end of each reporting period, Deposits/ Retention money are fair valued using the domestic
barrowing rate applicable to the company at the yearend . ™
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(i} Financial Risk Management

Financial risk factors:

The Company's principal financial liabilites comprisze borrowings, Trade and other payables. The maln purpose of these
financial liabilities s to manage finances for the Companys operations. The Company has advances and other
receivables, trade and other receivables, investments and cash and short-term depasits that arise directly from its
operations, The Company’s activities sxpose it to avariety of financial risks:

a) Credit risk:

Credit risk is the risk that a counter party will not meet its cbligations under a inancial instroment or custormer contract,
leading to a Anancial loss. The company (& exposed 1o credit risk from its operating activines [primarily trade
recelvables) and from its financing activitles including deposits with banks and financial Institutions.

EIHD!HTE arjs.in: Froom | Aeasuremaent Nia rl.}uf.l'l"ll.'l'lt
Credit risk Cash & Cash equivalents, _ Aging analysis  Diversification of bank deposits,
Trade receivables and financial assets credit limits and letter of credit
measired at amortised cost
Liquidity Risk Borrowings and other facilities Relling cash availability of committed credit

flow forecasts  lines and borrowing faciliies
Market Risk-interest rate  Long term borrowdngs at Fixed rates sensitivity interest rate swaps/ change of
analysis financer

b) Liquidity risk:
Liguidity risk is the risk that the Company may not be able to meet its present and future cash and collateral ohligations
without incurring unacceptable losses.

¢} Market risk:

Market risk is thie risk that the fair value or future cash flows of a financial instrament will luctuate because of changes in
market prices. Market prices comprise three types of risks: currency rate risk, interest rate risk and other price risks.
Financial instruments affected by market risk include loans and borrowings, deposits, Investmients. Foreign corrency
risk Is the risk that the fair value or future cash flows of financial Instrument/advances/retention money will fluctuate
because of changes in foreign exchange rates. Interest rate risk is the risk that the fair value or future cash flows of a
financial instrument will fluctuate because of changes in market interest rates; This is based on the financial assets and
financial Habilities held as at 31stMarch, 2019 and 315t March, 2018.The company's risk management is carried out as
per policies approved by Board of Directors from tme to time.

(A} CreditRisk:
The Company is exposed o credit risk from its operating activities (primarily trade recelvables) and from Its financing
activities, including deposits with banks and other financial instruments.

a) Trade Receivables:

The Company extends credit to customers in normal course of business. The Company monitors the payment track
record of the customers. Outstanding customer receivables are regularly monitored, The Company evaluates the
concentration of risk with respect to trade receivables as low; as its customers are mainly 5tate Discoms to whom late
payment surcharge is as per the HPERC regulation. Further, the fact that beneficiaries are primarily State Discoms and
considering the historical credit loss experience for trade receivables, the Company does not envisage either
impairment in the value of recenvables from beneficiaries or loss due to time value of money, due to delay In realization
of trade receivables.

b) Financial assets at carrying cost:
The advances to contractors and other recoverable are shown at carrying cost. Management has assessed the past data
and does not envisage any probability of default on these loans

¢} Fimancialinstruments and cash deposits:

Thie Company considers factors such as track record, size/nat worth of the institution/bank, market reputation and
service standards and limits and policies a5 approved by the board of directors to sehect the banks with which balarices
and deposits are maintained. The Company invests surplus cash in short term deposits with scheduled Banks.

(B) Liguidity Risk:

Prudent liguidity risk management Implies maintalning sufficient cash and marketable securities and the availability of
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funding through an adequate amount of committed credit facilities to meet obligations when due. The Company's
objective is to maintain an optimum level of liguidity at all imes. 10 meet its cash and collateral requirements. The
Company relies on a mix of borrowings, capital infusion and excess operating cash flows to meet its need for funds, The
current committed lines of credit are sufficient to meet its short to madium erm ekpansion nesds, The Company
monitors rolling forecasts of its guidity reguirernents to ensure that it has sufficlent cash to meet capital expenditure
and operational needs while malntaining sufficient head room on its undrawn committed barrowing facilites at all
times, 50 that the Company does not breach borrowing limits or covenants (where applicable) on any of its borrowing
facilities.

Maturities of Financial Linbilithes;

The table below provides undiscounted cash flows towards company’s financial liabilitkes into relevant maturity based
on the remaining period at the Balance Sheet date to the contractual maturity date. Balanoe due within 1 year is equal
to their carrying balances as the impact of discounting is not significant. {refer note 2.21,2.22 & 2.26) [Rs. In lacs)

As at 31st March, 2020

Contractual maturities of | Note No 'ﬂum_:rm:lmg Within | More than Morethan | More than
financial Habilitles debt on Lyear |1 yearand less |3 years and less 5 years
31.03. 2020 than 3 years thaen 5 years |
1 Barrowings (Including interest  2.21,2.22, 413,520 232,258 2711 58,638 49,912
aterued but not due) 236&3237
2 Other current & financial 2228226 23188 19,505 3,683 - -
[Rs. In lacs)
As at 31st March, 2019
Contractual maturities of | Note No, Crutstanding wWith in ' Mose than (T —— Bore than
Hrancial labilfties debt on 1 ydar il: year and less | 3 yearcs and less 5 years
31.03.7020 | than 3 yeary than 5 years
1. Borrowings (Including interest  2.21,2.22 381312 2,23 395 49,445 49,445 BT
accrued but not due) &2.26
2. Othet current & financial  2.22 & 2.26 51,547 45,633 32m 2528 -
liabdities
[C) Market Risk:

The sensitivity analysls excludes the impact of movements In market variables on the carrying value of post-
employment benefit obligations provisions and on the non-financial assets and liabiiities. The sensitivity of the relevant
Statement of Profit and Loss item is the effect of the assumed changes in the respective market risks, The Company's
activities expose it toa variety of Ainancial risks, including the effects of changes in interest rabes.

{1} Interest rate risk and sensitivity:
The company has taken borrewings from state government and PFC, anly at fixed rate of interest which is nok subjected
torisks of changes in market interest rates and the same has been shown at carrying value R b

Ay Al
[ i

Fixed Rate Borrowings 253,491 2,53,143

ii) Price Risk;

Exposure:

The company has no exposure 1o price risk as there s no invastment in eqguity shares which are listed in recognised stock
exchange and are publicly traded in the stock exchanges.
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1il) Foreign Currency Risk :

Forelgn Currency Risk Exposure;
The company’s expasure to foreign currency risk at the end of the reporting period expressed in (in lacs) are as follows

Parficulars A st 11 March 7020 [ B3 at 31xk Morch 20159

Financial Assets
_ Net Exposure to forsign currency risk (asset) 782 084 0 0.7 0 1]
Financial 1] 0 1] 0 0 o
Ratention Money 1] 3483 1] i} 132 i
_Other Payables 0 ¢ o 7 D4 o
Net Exposure to foreign currency risk (Liabilities) 7,92 -3.09 1 -6.52 -LiG o

The fareign currency risk is anly for the forelgn currency advances and other lability on acoount supplier dues and
retention money payable to contractors. As per accounting policy of the company, transactions in forelgn currency are
initally recorded at exchange rate prevailing on the daie of transaction, At each Balance Sheet date, monetary ierms
denominated in foreign currency are transiated at the exchange rates prevailing on that date. Mon-monetary items
denominated In foreign currency are reported at the exchange rate prevailing at the date of transaction, Exchange
differences arising on transiation or settlement of monetary items are recognised in the statement of profit and loss, in
the year inwhich [t arises.

(iki) Capital Management

{a) Capital Risk Management:

The Company manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants. The primary objective of the Company's capital management |s to maximizae
the shareholder value. The Company's primary objective when managing capital 510 ensure that it maintains an
efficient capital structure and healthy capital ratios and safeguard the Company's ability to continue as a going concem,
in order to support its business and provide maximum returns for shareholders. The Company also proposes 1o
maintain an optimal capital structure to reduce the cost of capital, No changes were made [n the objectives, palicies or
processes during the year ended 315t March, 2020.

The Company monitors capital using gearing ratio, which is net debt divided by total of Capital and Net Debt. The

gearing ratios are as follows: Rs. In lacs)
Particulars Ay Gt 31+t March 2020 A% ot 313t March 2019
5 (18 s A43.00

b) Trade Iﬁﬂ Other Payables -2,51,618.00 2,54,949.00
b) Less: Cash and Cash Equivalents 5.618.00 11,365.00
€} Net Debt 5,12,082 00 4,96,727.00
d) Total Capital 1,83,034,00 1,70,588.00
e] Capital and Met Debt 6,95,116.00 5,67,315.00
f) Gearing Ratio [%age) 7167 74,44

Mote: For the purpose of the Company's capital management, capital includes issued capital, and all other equity
resenves. Net debt includes, Interest bearing loans and borrowings,; trade and other pavables less cash and short term
deposits.

{b) Loan Covenants:

Under the terms of the major bormowing facilities, the company is required to comply with the following financial
covEnants:-

There is requirement to maintaln Debt Equity ratio of 70:30 by the ADB, which is funding agency to the State
Government,

(&) Dividends:

The Company started commercial operation during the year 2016-17and tofal cumutative foss as on 31.03.2020 s
Rs. 36198 Lakhs, thus no dividend has been declared by the company,
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OTHER EXPLANATORY NOTES TO ACCOUMNTS:

136 CONTINGENT LIABILITTES:
inst the Comps: nwledges 15[ . [Rs. In lacs)
Particulars F1st March 319

_Capital Works 52680, £9119.54
Land Compensation 18579.44 30585
_Others 787.98 .26
Total B2047.87 1,20,105.56

{i} Capital works:

Contractors have lodged claims as on 31.30.2020, aggregating to Approx. Bs, 62680.45 Lacs, against the Company on
account of rate B guanbty deviation, cost relating to extension of time and idling charges due to stoppage of
wark/delays in handing over the site etc. These claims are being contested by the company as being not admissibie in
terms of provisions of the respective contracts or are:lying at arbitration tribunal/other forums/other Courts. As the
amounts recommended by the Dispute Boards (DBs) are much tess than the amounts caimed by the contractors, the
claims on account of further interest and escalation, if amny, have not been considered,

(i} Land Compensation casas:

in respect of land acquired for the projects, some of the land losers have filed claims for higher compensation
amounting to Rs. 18579.44 Lacs as on 31.03.2020, before various authorities/courts, Company has shown the same as
contingent lability as the matter is subjudice,

{iii) Others:

a) Claims on account of other matters ason 31,03.2020, amounting to Rs, 787,98 Lacs, mainly on account of claims for
EFF& others.

The above is summarized below as at 31.03.2020: (Rs. In bacs)

Cloims Provision Contingent Comtigent Additdon [fdeleton of
Particulars s on 3132020 | _ Against Liablility Liabnlity Contigent Liability
' The Claims | 33 on 31.3.2020 | ason 311.3.201% for the period
Capital Works FI! 52,68 g E O 430
Land Compensation 1B.579.44 o 18,575.44 49,589,313 -31,009.89
_Others 787.58 (] 787.58 400,26 k-5 Ay
The above is summarized below as at 31.03.2019: (Rs. tn lacs)
Claims Provision Lontingent Conbigent Addition /deletion of
as on 31 3 701q|  Against Liabhlity Liability Contigent Liability
ST The Claims | as on 31.3.2019 | as on 31.3.2018 tor the period
Capital Works 89,119.64 19,119.6 67,052.24 22,067 40
Land Compensation 49,586,33 0 49,589.33 15,123.89 33,4654

Others 40026 0 400,26 317.92 4231

b} The above contingent liabilities do not include contingent liabilites on account of pending cases in respect of service
matters & others wihers the amount cannot be guantified.

{c} itis ot practicable to ascertain and disclose the uncertainties relating to gutflow Inrespect of contingent labilities.
{d] The company’s management does not expect that the above claims/obligations (Including under litigation), when
ultimately concluded and determined, will have a material and adverse effect on the company's results of operations or
financial condition,

As A 31st March 2020 Ax At 315t March 2019
8948 00

Civil Work
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238 ESTIMATED AMOUNT OF COMBMITRENTS NOT PROVIDED FOR 15 AS UNDER: 'IHI in lacs)
Parfticular Curme Ny As At 315t March 2020

Estimated amaunt of contracts remaining INF uir 0
to be executed on capltal account and Euro 11.37 19.5
nat provided for LSS B.18 54.15

|
5r.No,| Farticolars

Amount . .
| Account excluding depreciation 46.34 {Net) 29,89 [Net)

{iiy |Amount Charged to Expenditure attributable to

construction Nil 18.07
(iii} | Amount adjusted by addition to the carrying amaunt
of fixed Assots Nil il

240 DISCLOSURE UNDER THE PROVISHONS OF IND-AS 19 "EMPLOYEE BENEFITS

General description of various defined employee benelits are as under;

Defined Contribution pians:

Pension:

The Company employees are not covered undeér any Government pension scheme, However, the employess of the
HPSEBL who are on secondment basis with the company the pension contribubion is payable to the HPSEBL as per the
formula devised by them,

b} Defined benefit plans;

(I} Employers contribution to Provident Fund:

The employees of the company are covered under EPF Scheme with Regional Provident Commissioner and the
cantribution is being paid on monthly basis to the authorities.

(1) Gratuity:

The Company has a defined benefit Gratuity Plan, for its employees, which |s regulated as per the provisions of Payment
of Gratulty Act, 1972, The Hability of the same is recognised on the basis of actuarial valuation, However the employees
of the HPSEBL who are on secondment basis with the company the gratuity contribution is payable to the HPSEBL as per
the formula devised by them.

{iii} Leave encashment:

The Company has a defined benefit leave encashment plan for its Employees. Under this plan they are enbitled to
encashment of earned leaves and medical leaves subject to limits and other conditions specified for the same. The
liability of the same is recognised on the basis of actuarial valuation. However the employees of the HPSEBL who are on
secondment basis with the campany, the leave salary contribution is payable 1o the HPSEBL as per the formula devised
by them.

241 SEGMENT INFORMATION;

a) ﬂperahrrg Segments are defined as components of an enterprise for which financial infermation is available that is
evaluated regularly by the Management in deciding how to allocate resources and assessing performance.

b} Electricity generation 15 the principal businessactivity of the Company. Other operations viz., Lab Testing do not form
areportable segment as per the ind AS 108 on "Segment Reparting’.

€] The Company is having a single geographical segment as all its Power Stations are located within the Country.

d} Information about major customers: (Rs. inLacs) s In lacs)
Ravenus from Revernie from Revanue from Customers
Mamié of Custormer Ly E T CusisimErs |_ 2% percaniage ol mevEnue
01520 iE-19 | Fo18-30 | J01B-19
1 | HPSEB Ltd. 38042 334.72 1.57% 1.98%
2 | W/sTPTCL BHT5.29 136599.66 B4.60% BO.24%
3. | mfsPIC 473694 3036.47 32.88% 17.78%
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¢ 88 INFORMATIDON ON "RELATED PARTY DL LLISLIRES A5 PER IND AS 24 1545 LINIER
[a) List of Related Parties:
(i) Directors & Key Management Personnel:

sk, Amit i.'.aﬂ'rﬁu. A5 Managing Director | we £02.11.2020 to fill date)
5h. Rakesh Kanwar, [AS Managing Director [ w.e.f03.06.2020 to 02.11.2020]
Sh. Devesh Kumar, LAS Managing Director (w, e. L 21/04/2017 to B/02/2019 and 02.07. 2019 to 01.06.2020)
Sh. Ajay Sharma, A5 Managing Director [ w.e.f, 23/02/2019 o 02.07.2019)
_Sh. Neeraj Kumar, HAS | Directar (Personnel & Finance), (w.e.f 26/10/2015 to 10.06.2013)
Er. Mahesh Sirkek Director (Electrical) (w. e, [ 19/04/2017 vo 27/01/2020)

Er. Dharam Singh Thakur Director [Civil] [we.f 05/03/2018 to fili date) & Director (Elect,) (w.ef 27.01.2020 to 20.05.2020]
5h. Manmaohan Sharma, |AS | Director [Personnel & Finance] w.e.f 10,06, 2019 6ll date

Er. Shashi Kant Joshi Director| Electrical} (wee £ 20/05/2020 to tll date
Sh. Sudarshan Sharms Company Secretary
[ii} Joint Ventures:
PErce ) 1 i ¥ i [ ISTT
_ ettt Principal FUEape-of Shareioiiig) Voiing fower
Mame of Entity Flace Acthviting AL AR s AL 3

of aperation Rl 315t March 2020 15t March 2018
Himachal EMTA Power Kolkata Thermal Power :
Lirmited Generation s

pemreepam

{ill} Transactions with the related parties are as follows:

Particulas loint Verture Companies

Trarsactons Durlng the Year 018-20 HO1R-19
Ivestment i Share Capital

Share Application Money - -
Amount Recoverable 2 &

2.43 REMUNERATION TO DIRECTORS & KEY MANAGERIAL PERSONMEL:
__{i)_Short Term Employee Benefits. 64.48
(] Post Employment Benafits Mil
fiil} Other Long Term Benefits Nil Nil
Ml
54.48

[} Termination Benefits

TOTAL

Whole Time Directors are allowed to the use of stalf cars including private journeys on payment in accordance with
company rules,
.04 INTEREST INOTHER ENTITIES:

{1} Interest in joint ventures:
The company's interest in joint ventures as at 31st March, 2019 are set out below, which in the opinion of the
management, are material to the company. The entities listed below have share capital consisting solely of equity
shares, which are held directly by the company. The country of in Company or regstration |5 also their principal place of
business and the proportion of ownership interest is the same as the proporion of voting rights hald;
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{Rs, In lacs)

Name of % of Relation | Quoted Fair value | Carrying Amount

; : ; Accounting Cavirich el b e f
Entity and place | ownarship ship Method | 315t Marchl31st March | 315t March [315t March

of Buziness Intemet 2020 | 20189 2020 | 2018
Himachal
EMNITA ;
50 Joint Yenture | Equity Methad - " ¥ »
Power ity
Limited

Z. "Unlisted Entity- no quoted Price available

Z  "*The Company has made provision of doubtful investments amounting to Rs 338 lakhs in the FY. 2017-18.

Z The Company has 50 % interest in Himachal EMTA Power Limited, which is a Joint Venture with EMTA Limited for
setting up (2* 250 MW | thermal power Plant at Rani Gan] West Bengal. However the Hon'ble Supreme Court of India
has cancelled all allotment of coal Bipcks and termied all captive coal Blocks asillegal.

LAS MAPAIRMENT OF ASSETS:
ind AS 36, in the opinion of the management there is no Indication of any significant impairment of assets during the
year,

286 FAIRVALUATION OF ASSETS AND LIABILITIES:

The company had adopied the carryving cost / value of all liabilities and assets as on 1st April 2015 and also on 15t April
2018, as the fair value of the assets and liabilities cannot be measured accurately due to the uncertainty involved in the
estimating the exact date of commissioning of the projects, which is dependent on various external factors and which
have impact an the payments to be made to the contractors and the amount to be recovered from them.

2.47 OTHER DISCLOSURES AS PER SCHEDULE-1II OF THE COMPANIES ACT, 2013 ARE AS UNDER: (Rs. In facs)

Particulars | Year ended on 2019-20 | Year ended on Z018-19

Expenditure in Foreign Currency (EURO) Nil

A |
B | Earnings in Foreign Currency T il
C | Value of import Calculated on CIF basis il il
[ | Capital Goods Nil il
W] | Spare Parts il il
0 | Value of Companent, Stores and Spare Parts Consumed Nl il
i) | Imported Nil il
i) | Indigenous il Nil

248 QUANTITATIVE DETAILS IN RESPECT OF ENERGY GENERATED & SOLD :
Hydro B Solar Power:

i | Partbeiilars Year ended on 2019 30 | Year ended an JOLE-19
1) | Ucensed Capacity 170MW 1Tomw
2] | Installed Capacity 1708 170MW
3} | Actual Generation (million Units) 543.40MUs 547,44 MUs
2.4% PAYNENT TO AUDITORS INCLUDES: (Rs. In lacs)
Particulars | Year ended on 2019-20 | Year ended on 2018-19
As Auditors
Statutory Auditors {includes revision of fee from the FY, 2015-16) (5] o
T L ¥ SHi TH
“Other services {Certificanon fee] 0 0
Reimbursement of Expenses 132 o
_Reimbursement of Service Taw/GST 128 0.18
TOTAL 822 118
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250 DISCLOSURE RELATED TO CORPORATE SOCIAL RESPONSIBILITY (CSR|) AS PER THE COMPANIES ACT, 2013:

The company has started commercial operations from the year 2016-17 and has not generated any profits since then

and during the year hence C5R rules are not applicable,

251 INFORMATION [N RESPECT OF MICRD AND SMALL ENTERPRISES AS AT 315T MARCH 2020 AS REQLIRED BY
MICRD, SMALL AND MEDIUM ENTERPRISES DEVELOPMENT ACT, 2006: {Rs. In lacs)

a} Amount remaining unpaid o any supplier: Nil Nil
Principal amount il il
Interest due thereon il Nil_
b} Amount of interest paid in terms of section 16 of the MSMED

Act along with the amount paid to the suppliers bevand the Wil Nil
appointed day, '

c) Amount of interest due and payable for the period of delay in

making payment [which have been paid but beyond the appointed

day during the year} but without adding the interest specified L Hil
under the MSMED Act

d) Amount of interest accrued and remaining unpaid

e} Amount of further interest remaining due and payable even in Nil Nil
the succeeding years, until such date when the interest dues as

above are actually paid to the small enterprises, for the purpose

of disallowances as a deductble expenditure under section 23 Nil Nil

of MSMED Act.

2.57 OPENING BALANCES/CORRESPONDING FIGURES FOR PREVIOUS YEAR,/PERIOD HAVE BEEN RE-GROUPED
/RE-ARRANGED, WHEREVER NECESSARY.

2.53 STATUS OF PENDING INCOME TAX CASES AS DN DATE

[}  For the FY. 2007-D8 & 2008-09, the cases are pending before Hon'ble High Court of H.P. against the tax
llabilines impaosed by the Ld. ITAT Chandigarh, whereas, the Corporation has filed an appeal before Hon'ble
High Court for Tax esemption u/s 2604 of Income Tax Act, 1961.

i)  For the FY. 2009-10, 2010-11, 2011-12, 2012-13, 2013-14 & 2014-15, the cases are pending before Hon'ble
High Court of H.P. against the partial relief allowed by the Ld, ITAT Chandigarh. Corporation has filed an
appeal before Hon'hie High Court for full Tax exemption u/s 2604 of Income Tax Act, 1961,

j. For the FY Z2015-16, an amount of Rs, 11,05,28,339/- has been deposited as Advance tax {incuding TDS &
TCS) and Rs, 29,25,700/- as statutory deposit @ 20%, against the total demand raised by the AD, Shimla
Circle for Rs. 1,46,28.230/. Corporation has preferred appeal before CIT [Appeal) Camp at Solan, agalnst the
demand raised by the Assessing Officer, The Appeal is yet 1o be decided by the CIT (Appeal), Camp at Solan.

V. For the FY 2016-17, an amount of Rs, 6,55,52,279/. (Rs60667400/- + Rs.4884879/.), has been deposited as
Advance tax (including TDS & TCS). The assessment proceedings are over; partial refund has been recelved
and an appeal has been filed before CIT (Appeal] for full refund as well as for not imposing penalty under
Section-271 (1) {c).

W In case of FY. 2017-18 the assessment proceedings are under process,

Wi, IncaseRY. 201B-19, assessment procesdings are under process,

Wil For FY. 2019-20, assessment proceedings not yet initiated by Assessing Officer,

254 ENTRY TAN:
The H.P. Excise and taxation department had imposed penalty and interest for default in payment of Entry Tax on
material supplied by various contractors. The matter was sub-judice under Appellate Authority-cum-Additional Excise
and Taxation Commissioner, Shimla. However in order to settle theissue HPPCL has opted for Himachal Pradesh (Legacy
Cases Resolution] Scheme 2019 and accordingly after depositing the setttement fee of Rs. 1,18.39,097/-, against
demand amount of Interest & penalty of Sawra KEuddu & Eashang HEPs, necessary discharge certificates have been
issued by the concern authorities in Corporation’s favour. However in case Sainj HEP the demand against interest and
penalty onentry tax were recovered from concerned contractor and further deposited with 5tate excise and taxation
dept.
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2.55 Thie Company has in possession forest land at, Sain) HEP, Shongtong HER, Kashang HEP, Sawra Kudu HEP and
Beradole 5PP. The Company has not accounted for the cost of the lease hold land in accordance of Govt. of H.P
notification Mo, Rev-D{G) 6-69/2011-/ dated 23.01,2016, as the lease deeds with the revenue department in respect of
above projects are under process and the exact amount of cost Invalved is not yet known,

4.56 APPORTIONMENT OF EXPENDITURE OF CORPORATE OFFICE AND DW SUNDARNMAGAR:

Pre COD

The Company has apportioned the expenditure net of income of corporate office and Design Wing Sundarmagar up to

J1stAugust 2016 since Incorporation of the company in the following proportions ;-

= 15% of the total expenditure to Renuka)l profect,

- Rest s apportioned to the remaining projects on the basis of rabo of the capital expanditure incurred on various
projects up to 31st Aupgust 20016

Post COD

(1) Expandituns:

The Company has apportioned the expenditure of corporate office and Sundarnagar [ Design Wing) from D1 Seprember

201610 315t March 2020in the fallowing proportians ;-

= 15% of the total expenditure to Renukajl project

- Incase of Commissioned projects the apportionment has been done in the ratio of Sales {Gross Sales-13% free power)
to Capital outiay

- Rest is apportioned to the projects which are under construction stage/ Investigation Stage on the basis of ratio of the
capital expenditure incurred by these projects.

(l}income Portion:

The Company has apportioned the income of corporate office and Deslgn Wing Sundarnagar from 01 September 2016

to 315t March 2020in the following proporfions!-

- 15% of the totalincome to Renukaji project.

- Restis apportioned to the projects which are under construction stage/ Investigation Stage on the basis of ratio of the
capital expenditure incurred by these projects.

£.57 The AFD during Dec, 2015 has agreed to provide Eung 80 million for construction of Chanju-lil & Deothal Chanju
HEP. Credit Facility agreement between Gol and AFD was signed on 04.07.2017 and Project Agreement among HPPCL,
GoHP and AFD signed on 02.02.2018,

2.58 STATE GOVERMNMENT LOAN FOH SHONGTONG KARCHAM HEP 450 MW|:

The Shongtong Karcham HEP (450MW) being financed by State Government of Himachal Pradesh, through funds
received from ADB and KFW. ADB funding to the project has expiredin October 2018. KFW which was funding the E& M
Package, initially temporarily stopped the funding to the State Government, on the basis of the report of their
consultant regarding safety of the barrage structure and now has not renewed the agreement, which expired in
December 2019. Now the Power Finance Corporation has agreed to fund Rs. 2207.63 Crores for balance works of
Shongtong HEP including IDC [Interest during construction) against state Government Guarantee only, The same has
been approved by the Board of Directors of the Corporation vide its 74th Meeting, held on Bth March 2021, AFD {a
French Development Agency] has agreed for financing the Chanju-Ill and Deothal Chanju HEPs and Credit Facility
Agreement [CFA) amounting to Rs. B0 Million EURD, has been signed between Govt. of India and AFD on 04.07.2017.
Further the Project Agreement and On Lending Agreement between HPPCL, GoHP and AFD were signed on 02.02.2018
and 11.07.2018 respectively.

L.59 DEMAND BY THE PF AUTHORITIES:

The Reglonal Provident Commissianer, Shimla has raised demand for the period August 2008 to June 2011 amounting
to Rs 1.89 Crore on the payment made to the contractors at various units of the company. The Company has filed an
appeal against the order with Central Government Industrial Trbunal Chandsgarh. The companny has shown the iability
as contingent and no accounting entry has bean passed in the books of accounts.

.60 COMMISSIONING OF A NEW PRCUELCT:

Sawra Kuddu HEP of the Corporation has been commissioned with effect from its Commercial Operation Date (COD}i.e.
00:00Hrson 21.01.2021 and as on 14.03.2021, total power generation of 11,92 MUs B net revenue of Rs4.34 Crore, has
been achieved since its CoD date.

2.61 A sum of % 103.24 lacs (excluding Interest] has been shown as recoverable from Gammon India, through
Birectorate of Energy, Govl. of H.P. The Amount is still recoverable, Eeeping in view that Gamman India / Directorate of




ANNUAL REPORT 2018.2030 HIMACHAL PRADESH mwncmnmm%ﬁ‘ S

=

Energy has not yet denied to refund/re-imburse the same; hence provision for doubtful debt has not been made in
Books of Accounts,

262 Surviy and Imvestigation of Khab Hydro Electric Project:

Mo Provision for expenditure of survey and Investigation of Khab Hydro Electric project done by the SIVN which was
allotted to the SIVN eardler by Department of Energy. The Company has communicated to the Dok, GoHP vide letter
dated 22.07.2017 that as PFR prepared by SIVNL is of no use to Company and fresh planning of Khab HEP has 1o be
carried out by Company as it was observed that the Khab Dam HEP, as proposed by SIVN, encroaches the domain of both
the upstream and downstream projects, already allotted to other IPP. Dot vide letter dated 31.07.2017 allowed
company to carryout fresh planning of Khab HEP, with domain elevations ranging between EL £2538m to El, £2325m,
after considering the requirement of MoEF guidelines. Accordingly vide HPPCL letter dated 16.05.2018, informed SIVNL
that the PFR of Khab HEP prepared by SIVHL encroaches the domaln of other allotted projects, hence HPPCL has to
prepare fresh PFR and therefore, it is not in a position to take into account the expenditure incurred by SIVNL. After
receiving the above response from HPPCL, SIVNL has not raised any fresh demand of re-imbursement from HPPCL,

2.63 GRANTRECEIVABLE:

1) In case of Renuka Ji HER, the total funds received from Gowt, of India |5 R, 689.53 Crores. However an amount of s,
762.01 Crores has been spent till 31.03.2020 on the project. The excess amount spent of Rs. 72.48 Crore, has been
shown as grant receivable from Govt. of India.

In case of Gyspa HEP, Company has shown Rs 6.08 crore as grant recelvable from Central Water Commission,
Government of India, The Central Water Commission has sanctoned Rs 12.50 crore to the company for field survey and
Investigation and preparation of Detalled Project report of the Gyspa HEP [300MW). The Central Water Commission has
released Rs 5.00 crore to the company for the above work on 31 March 2012, with the condition that next installment
will be paid on the submission of the DPR of the project. The work for conducting the investigation preparation of DPFR
wias allatted and the same was started by the consultant. but could not be completed due to sustained opposition and
hindrance by local people. The Company has incurred expenditure in excess of the amount released by the authorities
and the same has been shown as grant receivable from the Central Water Commission. The Gyspa HEP has been
declared strategically important project and has been declared as “National Project” by Ministry of Water Resources,
Government of India in the year 2008 and the same is covered under Indus Water Treaty 1960, The Central Water
Commission vide their letter dated 12th October 2018, has urged the Principal Secretary | MPPE Power), Government
of Himachal Pradesh, to direct the concerned officials to take appropriate action for resolving the concern of project
affected families so that the survey and investigation work HEP may be completed and the DPR could be prepared at the
earliest, Further in a renewed effort, a Meeting, through Video Conference was held on 17.10.2019, under the
Chalrmanship of Chief Secreétary to the GoHP [t was decided that the investigation work must be resumed immediataly.
HPPCL is in the process of fresh award of work to new contractor, Towards this end Dy. Commissioner, Lahaul Spiti, will
talk directly to the affected people and address their concerns, Concerned HPPCL officers shall also meet DC & 5P;
Lahaul & 5Spiti who shall extend due help in starting the work, In view of above developments the excess expenditune
aver the amount received is being treated as grant réceivable from the concerned authorities.

264 The Compamy i3 im possession of Land and Bulldings at Sarabhai, Thalot and Largi of HPSEB Ltd, (Erstwhile HPSEB
Board) at Sainj HEP, The Joint Committes constituted by both Companées has assessed the value of the said properties at
R=.45.99 Crores in the Meeting held in the month of August 2012, The properties are in the possession of the Company,
but not in use; no final decision and sale deed has been executed by both the parties so far. Hence na provision for the
liability in the Books of Accounts has been made.

However, it is mentioned here that out of the total land under consideration, permission by Revenue Dept. has been
granted to lease out the proposed land in favour of AFCONS Infrastructure Ltd., as per provision of Rule-8 of H.P. Lease
Rubes 2013 and Lease (Amendment) Rules, 2016, by HPPCL through executing of a lease agreement / deed between the
parties for the purpose of installation of 5tone Crushér an the land, comprised in varigus Khasras Mumbers to the extent
of 36-12-11 Bighas land situated in Village/Mohal Panjam, Tehsil: Balichouki Dist. Mandi H.P, for a period of 4 years.
Deed has been executed. A5 the cost of this portion of land transferred to HPPEL is not vet determined, hence the same
has not been accounted for.

265 LOCAL AREA DEVELOPMENT FLIMD:

Provision of amount payable 1o LADA fund {as booked in the books of accounts) on account of increase in cost of the
Projects on its commissioning, has been made, however determination of final revised cost of these projects Is under
process.

1.66 Mo provision of income tax has been made by the company, as the company has brought forward losses and
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urabsorbed depreciation under income tax Act and during the year also the company has incurred losses,

167 Amount recoverable from contractors includes a sum of € 111,83 crores recaverable from Coastal Projects on
account of works being executed on their risk and cost awarded to Mfs HCC Limited, The Lender Banks of the
Contrackor have fled liquidation proceedings with NCLT and the company has filed claim of Bs 334.95 crores against the
contractor. No provision for amount doubtful for recovery has been made, as the matter |s pending with NCLT.

.68 Status of the Nakthan HEP; Makthan HEP (460MW) was allotted to the company by the Government of Himachal
Pradesh an 22 September 2009 as a Run-of-the- River project on Tosh Nala / Parbati Biver. The DPR of the project has
been approved by the OWC/CEA/GSI The CSMRS approval Is pending. M/s Sai Engineening Foundation (IPP) to wham
Tosh Minl Hydro Project was allotted has filed application with Hon'ble High Court to appoint an arbitrator for stay of
Diversion of Tosh Water to Nakthan HER. The Arbitral Tribumal of Ld. Justice Kuldeep Singh has stayed the diversion of
wiater for Nakthan HEP vide order dated 24th July 2015 The Govt has filed objection petition before Hon ble High Court
of Himachal Pradesh on DEth Movember 2015, Supplementary objection petition before Hon'ble High Court of
Himachal Pradesh has also been filed by Company on 261h February 2018. The latest hearing held on 22.05.2019 and
rejoinder has been filed in the monthofluly 2015,

259 POWER SALE ARHANGEMENTS:

Im case of Kashang HEP 5tage-|, the PPA agreement was in force with HPSEB and expired on DEth May 2018, After that
the Company has made arrangement to sell the power in Energy Exchange through Power Trader, M/s PTC India Limited.
In case of Sainj HEP the arrangement has been made to sell the power in Energy Exchange through Tata Power Trading
Corporation with effect from Odth Septembaer 2017 (1.2, the date of Commissioning of the Project).

Further the power generated by Sawra Kuddu HEP is also being sold in Energy Exchange through Tata Power Trading
Corporation, with effect from its Commercial Operation Date (COD) i.e. 00:00 Hrs on 21.01. 2021,

Similarly PPA has been signed with HPSEB Lid,, to sell the pawer being generated by Berradol Salar Power Plant [SMW)
commissioned on 04,01, 2019, @ of Rs. 4.3 1/Unit, for 25 Years,

.70 Ar amount of Bs. 5 Crores has been recelved as seed money against Kishau Corporation Lid,, from Govt. of HP, as
promaoters share during the FY 2017-18. An amount of Rs. 75.00 Lac has been pald to Kishau Corporation Ltd. on
03.12.2020, Remaining amaunt shall be dishursed to the Kishau Corporation Ltd. as per the instructions issued by Govt.
of H.P.

271 As per the request submitted to GoHP, to further defer the repayment of loan and interest due, the GoHP vide
letter No ,MPP-C{12)-1/2017 dated 5th February 2021, has now further deferred the repayment of loan and interest
payments for FY. 2020-21, However it has been advised by the finance department of GoHP that payments be started in
the fimancial year 2021-22,

2,72 Incase of Renuka Ji Dam Project (RDP), interstate agreement has been signed by all the beneficiary states on
11,01.2019, in New Delhi, Revised cost estimate of Renuka Ji Dam Project {RDP] on October 2018 (P1), was finalised by
CWC for Rs.6546.9% Crores on 20.02.2019 and has been accepted by Technical Advisory Committes in its Meeting held
on 09,12.2019. Mow it is being processed for “Investment Clearance™ by the Ministry of lalshakti and shall be further
submitted for approval of Central Cabinet Commities of Economic Affairs, Gol, Once the approval is accorded, funds
shall start flowing to the project and shortfall of the expenditure shall be recovered, Matter of release of funds for
ongoing land acquisition process was taken with Gol, i was intimated that the funds can be released only after cabinat
approval of the project. However no such restriction is there for beneficiary states, Accordingly, the matter was
taken—-up with Secretary Upper Yamuna River Board vide letter dated 13.09.2019 and further vide letter dated
24.09.2019.

2.73 Advances given to HPSEB Ltd., HPPTCL, |1&PH, HPPWD, Fisheries Dept. etc. given against works to be executed on
deposit work basis, could not be settled/capitalized, due to pending utilization Certificates to be received from these
Depts. /Corporations,

2.74 Disclosure of Major Changes in existing Contracts/Agreements during the period: 1) Geological Investigation on
the right bank slop on Shongtong Karchham HEP with Mo variation in contract amount, 2) Enhancement in contract
amount by EURQ 59016.79 due to incluslon of withholding Tax 3} Continuation of consultancy services of
Accompanying the investigations on the Barrage Right bank Slop of Shontong Karchham HEP with no variation in
contract amount &) Basic concept for protection of barrage against sliding right bank slop with no varmation in contract
amaourt.

1.75 The Enforcement Directorate vide Provisional Attachment Order 03/2017 dated 29/12/2017 (F No ECIR/ 02/
S4520/2 014,07/ 7537) dated 25/12/2017, hasattached the assets of the Himachal Emta Private Limited |a Joint
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Venture Company |, amounting to % 2.59 crores. At present the case is pending in the Hon'ble Supreme Court of India,

2.76 Asper Hydro Generation Tarff Regulation 20, on Depreciation (given inthe Appendix of Depreciation Schedule), of
HPERC Notification No,HPERC/Gen/479 dated 15t April 2011, investment in land, cost of ciearing the site and land for
reservoir in case of Hydro Generation Station of Land under lease is to be capitalized and depreciated @3.34%. Land
under full swnershipis not required to be depreciated. In case of this Corporation, Reservoir/Dam, & being constructed
in Renuka Ji HEP only and the land so far acquired is under the full ownership of the Corporation, hence the depreciation
has not been provided on the cost of land nor the trees and structures on such free hold land.

2.77. To finance the working capital requirements, Corporation is availing the cash credit limit of Rs. 200.00 Crore, from
KCC Bank Ltd, which was sanctioned by the Bank on 215t November, 2019, As on 28th February 2021, total limit
exhausted/utilizad by the corporation stood at Rs. 157,98 Crores, Further UCO Bank has sanctioned term loan of Rs.
40,00 Crore, ta finance the remaining works of HRT of Sawra Kuddu HEP. Out of which Rs. 20.83 Crore has been availed
til date. Repayment of this loan has started woef 31.03.2020. Interest s being paid monthly basis and Principal
repayment on guarterly basls, This Corporation has also ralsed a Cash Credit Limit of Rs. 200.00 Crore from H.P. 5tate Co-
operative Bank Ltd, on 05th March 2021, However as on date nowithdrawals have been made by the Corporation.

2.78 Surrender of Unviable/Idie Projects allotted to HPPCL:

Corporation has submitted a proposal to the GoHP tosurrender the undermentioned Umnviable/1dle Projects allotted to
HPPCL e, Chirgaon-Majhgaon HEP {52 MW), Dhamwari Sunda HEP (70 MW), Lujai HEP (45 MW), Chiroti Saichu HEP
{26MW), Saichu HEP [58 MW ) and Saichu Sach Khas HEP (117 MW),

For and on behalf of Board of Directors
S/ sd/- e/~ Sdlj-
(8.L Verma) [Sudershian K. Sharma) [Manmohan Sharma) [Amit Kashyap)
D.G.M. [Finance} Company Secretary Director [Finance) Managing Director

DN No. 08480582 DIN No. 07453573
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C’h Chartered Accountants

INDEPENDENT AUDITOR'S REPORT
To
The Membears of HIMACHAL PRADESH POWER CORPORATION LIMITED
Repart an the Stand alane Ind A% Flinancial Statements
Qualified Opinfon

We have audited the accompanying Stand alone Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED {"the Company” ), which comprise the Stand aloneBalance Sheetas at 31st March, 2020, the
Statement of Profit and Loss {including Other Comprehensive Income), the Statement of Cash Flows, the Statement of
Changes in Equity for the year then ended, and a summary of the significant accounting policies and other explanatory
information (hereinafter referred to as “the Stand alone Ind AS financial statements”),

In our opinion and to the best of our Information and according to the explanations given to us, except for the effecks of
the matter described in the Basis for Quoliffed Opinfon section of our report the aforesaid 5tand alone Ind AS financial
statements give the information required by the Act In the manner so required and give a true and falr view in
corformity with the accounting principles. generally accepted in india including the Ind AS,; of the state of affairs
[financial position) of the Company as at 31st March, 2020, and its profit/loss (financial performance including other
comprehensive income), its cash Aows and the changes in equity for the year ended on that date,

Basis for Qualified Opinion

We conducted our audit of the Stand alone financial statements in accordance with the Standards on Auditing specified
under section 143(10) ofthe Act (5As). Dur responsibilities under those Standards are further described in the Auditor’s
Responsibilities for the Audit of the Stand alone Financial Statements section of our report, We are independent of the
Company in accordance with the Code of Ethics Issued by the Institute of Chartered Accountants of India (ICAl) together
with the independence requirements that are relevant to our audit of the Stand alone financial statements under the
provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical responsibliities in
accordance with these requirements and the IC&1's Code of Ethics. We believe that the audit evidence we have obtained
s sufficient and appropriate to provide a basis for our qualified audit opinion on the Stand alone financial statements.

A Preparation of the Financial Statements

(i}As reported by prévious auditors that supplementary information submitted by the units does tally with the
approved financlal statements submitted to us for audit, The Current and Mon current classification details submitted by
the units does tally with current and non current assets and liabllities deplcted in the Financial statements however the
same could not be verified by us for want of information, But no such supplementary information was submitted to us
Mo units’ Anancial statements were made available to us except one of Sawra Kuddu that too at the fag end. The
fimancial statements are prepared on excel sheets B not 1aken from SAP as the SAP software acquired is deficient In this
respect. The details of vouchers in 5AP were asked for but submission of such information was delayed /given late and
incomplete We were made different [altered] financial statements on different dates (thrice) after we discussed our
observation these were claimed and certified as Board approved& changes were not explained (As SAF s updated ,we
cannot verify the same.

The following quealification by previaus auditors remained urwerified by us:

[Rs. In lacs
Approved Financial Statements | Difference
Property, Plant and Equipment | ¥ 3,03,00448 | T 3,03,086.00 T -81.52°
Financial Assests
Loans T 15162 | T 147.72 T 391
Other Non Current Assets T 4348180 | ¥ 36,705.00 [ 6,776.80
Inventories T 6871 [ T 74.00 ¥ -5.29
-Cash and Cash Equivalents |3 9,403.53 | 11,365.00 7 -1,961.47
-Bank Balance other than above | T 1167006 | T 9,709.00 7 1,961.06
Loans T 019 | T 3.00 1 =2.81
-Other Assets ¥ 55089 | ¥ 1,349.00 3 -793.11
Other Current Assests T 34742 (T 6,241.00 L4 -5,893.58
Financial Liabilities N =
-Borrowings T 1,40,368.35 | ¥ 1,59,795.00 % -19.426.65
-Other Financial Liabilites T 614356 | T 10,993 .00 T -4,849.44
Current Liabilities:
-Other Financlal Liabilities T 28534699 | T 2,62,070.00 1 24,276.99

B
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{ii) During the course of audit it has been observed that the figures depicted in the Statement of Profit and loss are
not in agreement with the books of accounts: Amount i bacs
Approvied

Statement of Profit and Loss Trial Balance Statoments

Financial

Employes Benefit Expense 4 1,393.71 L4 156500 | ¥ -171.29
Depreciation and Amartization Expense T 10,653.93 T 10,670.00 | ¥ -16.07
Othver Expences ¥ 4,521 86 ¥ 433400 | ¥ 187 .86

{Iif}. During the Course of audit It was observed that the cash flow statements submitted does not tally with the
supplementary information submitted to us for audit. The following ave the details of the same Amount in lacs
As per Cur Approved
Calculations Flnancia! Stotements

Diffarence

Cash Flow Statement

Cash flow from operating activities

Depreciation 4 10,65393 | ¥ 10,669.00 | 2 -15.07
Inventories L4 -34.96 T 4000 | T 5.04
Finance/Interest Cost T 12,980.04 T -] T 12,580.04
Adjustment for Assests and Liablities

Inventories L4 -34.96 L1 4000 | ¥ 5.04
Loans Other Financial assests and Other Assets [ § -6, 286,52 ¥ 1070500 | ¥ 4,418.48
Other Financial Liablities and other Liablities T 14, 79883 ¥ 12817000 | ¥-1,14371L17

Cash flow from Investing Activities

Met Expenditure on property plant and equity T -47,355.72 T 5586900 | ¥ 851328
Term Deposit with Banks{ having

maturity more than 2 months) i Hearin ¢ b e [ A
Interest on term deposit/ sweep deposits T 1.916.00 L4 200) ¢ 1.214.00
Cash flow from Fimancing activities

Long Term Borrowings -Proceeds 7 228061 | T  -90,25200| T 92,53261
Long Term Borrowings -Repayment ¢ -1.471.16 4 T -147L16

{Iv} The Company has provided the unit wise Balance sheets for the purpose of audit however the previous vears
figure was not depicted in the unit wise balance shests,

We cannot comment upan this as it could not be explained to us by the management. This year we were not made
available unit wise balance sheats,

B. Non-Compliance of Indian Accounting Standard {Ind As)
The Comipany has not complied with the following indian Accounting Standards while preparing the financial
statements: -

(i} IndianAccounting Standard [ Ind As 1) Preparation of Financial Statements

The Para 15 of Ind As 1 Presentation of Financlal Statements states that where Financial  Statements comply with
IND A5 the company shall make an explicit and unréserved statement of such comphlance in the notes. Mo Disclosure for
the same has been made in the note

{ii} Indian Accounting Standard [Ind AS) 20 Accounting for Government Grants and Disclosure of Government
Asslstance.

The Company has been granied the deferment of repayment of principal payment and payment of interest Hll
FY2020-21 refer Note 2.21. The company must account for the interest payable on such deferment till the close of the
year at market rate as grant from the government and has to be accounted for as the addition to cost and the same has
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also to be shown as addition of grant. Mo such interest has been accounted for by the company till the close of the year
as per para 10 8 of the IND AS. In the absencs of the information we are unable 1o comment on same,

(li} Indian Accounting Standard (ind AS) 19 Employees Benefits

The para 55 to 62 of the Indian accounting standard is applicable to the company in respect of the Post Employment
Benefit: Defined Benefit Plans which requires that actuarial valuation of the lability of employees defined benefit plan
has to be made at the &nd of the year and same has to be accounted for on in the books of accounts. The Company has
nat accounted for the liability on the basis of the actuarial valuation and only actual liability has been provided. In the
absence of the information we are unable to comment on the impact of the same an the Balance Sheet at the close of
the year.

(i) IndianAccounting Standard (Ind AS) 37 Provisions, Contingent Liabilities and Contingent Assets:

The Company has disclosed the provisions contingent liabilides and contingent assets only up to the date when the
accounts has been approved by the BOD. No Disclosures of Provisions , contingent liabilities and contingent Assets after
the accounts approved by the BOD and till the date of finalisation of this report is considered in these financial
statements.

(v} Indian Accounting Standard (Ind AS) 10 Events After the Reporting Period
The financlal Statements for the year under review are provided to us on 19thdune 2021 which was approved by the

BOD on 18th March, 2021. The financial statamants are not adjusted for the events occurred bebween the Balance
sheet date both favourable and unfavourable til date of the finalisation of this repart.

(vi) IndianAccounting Standard [Ind AS) 113 Fair Value Measurement

The Company has not made Fair Value of the assets and Lahilities as on 31st March 2020, [Refer Note Mo 2.46). The
same is not in line with the IND as 113 Fair Value Measurement which is mandatory applicable to the company,

[vii} IndianAccounting Standard [ind AS) 109 Financial Instrumants

The Company has not applied the Ind As 109 while disclosing the Government Loan in the financial statements below
market rate interest and its impact on the profit and loss and Balance sheet has not been disclosed in the financial
statemeants.

{wiii] IndianAccounting Standard [Ind AS) 12 Income Tax

The Company has not followed the IND as in respect of Income tax for calculating the deferred tax assets and Liabilites
and its acocounting in the books of accounts. The same is alsa not in line with note no 1.22 of the significant accounting
palicies adopted by the company, No information in respect of the same has been provided to us, In the absencs of the
information wie are unable to comment on the iImpact of the same on the Balance Sheet at the close of the vear.

ix] IndianAccounting Standard {Ind AS) 8 Accounting Policies, Changes in Accounting in Accounting Estimates and
Errors

as reported by previous auditors the Company has not applied the Ind As B in relation (o accounting of the Prior Period
Adjustments of errors while preparing the Financial Statements as stated in the para 1.25 of tha Significant Accounting
Policies of the company.

C  Observations onthe Financial Statements

1 Property Plant and Equipment Note 2.1

1) W imvite attention ta Note No 2,55 whereln its stated that the Company s In possession of forest land ar, Sain]
HEF, Shongtong HEP, and Sawra Kuddu and no provision has been made as the amount of lease has not becn
asceértained. In the zbsence of information, we are unable to comment on the same. This observation was also reported
in previous year repori.

i} We lnvite attention to Note no 2.64 where in the company has not accountad for the cost of the Land and Buildings
of HPSEB Limited amounting to Rs ¥ 4,599 Lacs. In our Opinion the Property Plant and Equipment are understated to the
extent of above and correspondingly the other Current Financial Liabllities are also understated to the extent of above.
The Saln] HEP hasentered into

agreement to lease out the land from the above land in possession to AFCONS Infrastructure Limited Lease agreement
inthe month of September 2019 for four years

{iii} Reportedbypreviousauditorsthe Renukaji HEP has accounted for € 31,911 Lakhon account of compensation
pald for the land. The Himachal Pradesh Electricity Reguiatory Commission Hydro Generation Tariff Regulation has

-1
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provided that the Depreciation & 3.34% is leviable on submerged Land. The HP CAG issued comment on the same in the
Supplementary audit for the year 2016-17

The Company has not Charged the depreciation as per the comment issued by the CAG, Thus the company has not
charged depreciation for the 2016-17 and 2017-18 amounting to € 3,300 Lacs (previous year € 2,200 Lacs) during the
year under review, In-our opinion the Property Plant and Equipment is overstated and Capital work in Progress in
understated ta that extant.

This could not be explained to us by the managemsnt

A% per management no depreciation s chargeable on freehobd land as reguired by HPERC & CERC.

{Iv] Thee Renukajl HEP hias paid 5,364 Lacs on account of com pensation paid for trees and Structures. The CAG i
their supplementary audit report for Lthe year 2016-17 has commented that @ 785 Lakh has been less charged on the
ahove and the Property Plant and Equipment is overstated to the extant of above and Capital Work In progress s
understated to that extent. The Company has not accounted for the same In the financial statements and no further
details has been provided in respect of depreciation to be charged on the above. The Qualification of the CAG for the
year 2016-17 has been considered in this report

vl The Kashang unit has booked the cost of the training expenses to the cost of the E and M works amounting to
%63.91Lakh. Thetraining expenses pald after the start of the commercial operations has to be charged to the Revenue
Expenditure as the expenditure has not been incurréd to bringing the assets to the working condition. Thus the Eand M
Waorks are overstated by T68.91Lakh during the year under review and expenditure are understated to that .

Fi Capital Workin Progress 2.2

{1 We Invite attention to Note No 2.70 where in it s stated that the Court case has been filed by the Toss Mini
Hyde! Project in the Hon'ble High Court of Himachal Pradesh against the Government of Himachal Pradesh, The matter
is still under littgation and may have impact on the Developmeant of the Project.

{ii) The Sainj Unit has paid Entry Tax amounting to € 544 Lacs from September 2010 to December 2006 {0 HOC
Limited. As per the Himachal Pradesh Entry Act 2010 the dealer paying the entry tax Is entitled to take the credit of the
entry tax and adjust the same with the Vat Liability of the Dealer which the dealer has claimed in the Vet return filed by
the contractor to the concerned Assessing Authorities. Thus, the dealer was not entitled to claim the entry tax which
was ad|usted by dealer towards its Vat Liability. Thus OWIP Project Electro Mechanical works is overstabed to the extent
of ¥ 544 Lacs and other current assets are understated to that extent. The HCC has gone info court case and the amouwnt
is of non recoverable nature as the amount is not recovered tll date,. Thus provision for the same 5 required and
provisions are understated to the extent of above. Mo action has been taken by the management although reported by
previous year auditers.

{iii} Reported by previous auditors the Kashang Unit has charged interest paid on PFC loan of T 3,000 Lacs transferred
from HPSEB at the time of transfer of assets and liabilities from the HPSEB of the Kashang Unit to the Expenditure Under
Construction, it has been observed that at the time of transfer of assets from Kashang Unit from HPSEB a sumof 1,392
Lacs has been used for construction of Transmission Lines at Kashang HEP. During the year 2010-11 the Kashang unithas
transferred all cost of the Transmission Lines amounting to € 6,585 Lacs back  tothe HPSEB Limited. Further It hasbeen
observed that at the time of transfer of transmission lines the loan component of the PFC utifised on the construction of
Transmissian lines has not been transferred to the HPSER Limited and further a sum of ¥ 871 Lacs has been paid as
interest on the above loan by the company till 31st March 2017 to the PFC, Thus, a sum of ¥ 871 Lacs is recoverable from
HPSEB Limited on account interest paid to PFC on transmission lines transferred back to HPSEB. In our opinion Property
Plant and Equipment are ovarstated to the extent of T 871 Lacs and the other current assets are understated to the
extent of above. The observation is continuing since 2016-17 and  the amount is not recoversd till date hence a
provision for the same is required. Thus expenditure is understated to the extant of above.

{iv] Apportionment of Corporate and Sundarnagar ( Design Wing) Expenses to Renukaji Project:

Reparted by previous auditors the Company has apportionzd 15 % of the total expenditure of Corporate Office
and Sundarnagar design office to Renukaji Project vide Managing Directors Office Order Note dated  10/11/2017
during the yearunder 2016-17. It has been cbeerved that during previousyear for Renukaji HEP where only expenditure
of 5% of the total cost of the Fived Assets and CWIP has been incurred by the company till the close of the year on the
project , 15 % of the total expenditure of Corporate Office and Sudarnagar and rest has been allocated to the othar units
in the proportion of capital expenditureincurred by the remaining units, The above apportionment ratio has not been
approved by the Board of Directors of the company. The allocation percentage and ratio adopted by the company is alsa
nat in compliance 1o accounting policy of the company mentioned at Note no 1.6 {g) The Company has provided no
justification for approving the percentage of 15 % for allocation of corporate office and Sundamagar expenditure 1o
Renukajl HEP.
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The Company has charged the following expenditure to the Renukaji til 31st March 2018 and the sare has already bean
reparted by us in the statutony audit reports for the year 2016-17 and 201 7-18. The following are the details of the same.

Expenditure Amount
up to 2016-17 1,948.00 2016-17

2017-18 194,00 2017-18

i
¥

in puropinion the appertionment of expenditure to renukaji & 15 % is not justifiable and thus 2142 Lacs Previous Year 1,948
Lakh) has been excess allocated during the year 2016-2017 to the renukaji and same has been less allocated to other units,
This has resulted in less apportonment of the expenditure o the generabing unit &, Kashang Stage | and Sain) HEP and may
affect the depreciation charged during the year by the Kashang Stage | and Sain| HEP. In the absence of the information we are
niot able to comment on the less amount of depreciation charged after OO0 pariod by the Kashang Stage | and Sain] HEP

The Company during the vear under review has also adopted the same method of apportiohment and the following are the
details of appropriations made during the year:- Appropriations made up to 03rd January 2019

Mams of the | CWIP plus Flxed |Percentage of | Cost to be Cost

Variwnce

Project Assects lass land Cost | Total Cost Allocatad Allocated

Sawra Kuddu 19,140.59 5532 837.84 739.80  98.04
Renukaji 13,117.81 4.87 73,69 24228 -168.59
Shongtong 74,059.13 2747 41605 36736 4868
Chirgaon Majhgaon 1,057.14 0.39 5.94 5.24 0.69
Triveni mahadev 640.78 0.24 360 3.18 0.42
Thana Plaun 745153 0.91 13.77 12.16 161
Nakhtan 2,143.30 0.80 12,07 10,66 141
Gyspa Dam 1,034.94 0.38 5.81 5.13 0.68
Surgani Sundla 1,455.08 0.54 8.17 7.22 0.96
Deothal Chanju 485.76 0.18 .73 241 0.32
Chanju Il 1,016.54 038 5.71 5.04 0.67
Berra Dol 3,135.28 1.16 17.61 15.55 2.06
Kashang liTotal 19,837.56 736 11144 98.40  13.04

2,69,581.43 | 1,512.45| 151445 | 0.0

Approprigtions made after 03rd January 2019 prepared to changes this practice. The same practice has been followed
during 2019-20 alsg, The Management Is not ready to change this practice,

Name of the | CWIP plus Fixed Percentage of | Cost to be Cost

Praject | Aszests kess langd Cost | Total Cost Albocated | Allccated
Sawra Kuddu 15,844 .26 56.90 Z65.60 238.51 3018
Renukaji 13,966.20 545 25.73 75.88 -50.15
Shongtong £9,372.26 27.07 127.80 113.45 14.35
Chirgaon Majhgaon 1.057.13 041 185 1.73 022
Triveni mahadey BAD.69 0.25 1.18 1.05 0.13
Thana Plaun 2,172.13 0.85 4.00 3.55 0.45
Makhtan 2,070.71 0.81 381 3.39 0.43
Gyspa Dam 1.92115__ 0.40 1.88 1.67 0.21
Surlin-l Sundla 1,080.39 D43 201 1.78 023
Deothal Chanju 435,72 017 0.80 0.71 0.09
Chanju (1l B96.63 0.35 1.65 1.47 0.19
Kashang Il 17,734.16 692 3167 29.00 3.67
Bara-Khmba 2.94 (.00 0.01 0.00 0.00
Algore Project 1.09 0.00 0.00 0.00 0.00
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In our opinion the apportionment of expenditure to renukaji @ 15 % ks not justifiable and thus T 219 Lacs has been
excess allocated during the year 2008-2019 to the renukaji and same has besn less allocated to other units, This has
resiilted in loss apportionment of the expenditure to the generating unit i.e. Kashang Stage | and Sainj HEP and may
affect the depreciation charged during the year by the Kashang 5tage | and Sain| HEP. In the absence of the information
wi are not able o comment on the less smount of depreciation  charged after COD period by the Kashang Stage | and
5ain) HEP
We Wouid further like to submit that no confirmations from the participating states and the central government has
been provided to us for the Inclusion of abowve expenditure towards the cost of the Project. In the absence of
confirmations we are unable comment on the recoverabiiity of the expenditure from the particlpating states and
central government.
3 MNon-Current Investment Mote 2.5
(Il Weinvite attention 1o Mote No.2.45(1)., the Company has made an investment of ¥ 337,50 Lac (previous year T.
337.50 Lacs) in the equity of Himachal EMTA Power Limited (HEPL) which has been established as Company's joint
venture with EMTA for setting up a {2*250 MW] thermal power plant. The Company has 50% equity participation in
HEPL. The Government of indiz has allotted coal block to Himachal EMTA Power Limited and JSW Steal Limited for which
another loint Venture has been made in the Name of Gourangdih Coal Limited,
“The Hon'ble Supreme Court of India (5C) on 25/08/2014 and 24,/09/2014 crdered that the allotment of the coal block
made by the screaning cormmittea of the Government of India through the gowernment dispensation route are arbitrary
and Hiegal thus the Gouragdih Coal Block allotted to Himachal EMTA Power Limited and J15W Steel Limited has been
cancetled.”
(i) TheCompanyhasmade provision for doubtful Iinvestments amounting to ® 337.50 Lacsin the books of accounts,
{ili} The company Independent auditors of Gourangdih Coal Umited raised concern in respect of preparing the
Financial Statements on the basis of Going Concern Concept and under Historical Cost Convention due to dealiocation
of the Coal Blocks by the decision of the Supreme Court during the year under review.
(iv] We invite attention to note 2.75 where in the Enforeement Directorate has attached the assets of the Himachal
Emita Private Umited amaunting to ¥ 259 Lakh. The Directors report of the Himachal Emta Umited for the year 2018-19
stated that the CBI has filed charge Sheet accussing the two Directors of the company $h Ujjal Kumar Upadhaya and Sh
Bikas Mukherjl in the matter pertaining to the allocation of Gourangdih ABC coal Block by misrepresentation of facts.
The ELYon the basis of the Charge sheet filed has attached the assets of the Gourangdh Coal Limited considering themto
be proceeds of orime under Prevention of money Laundering Act 2002.At present the case is pending with the Supreme
courtaf India against the attachment order. Mo Disclosure of the same has been made in the notas to accounts
4 Other Mon-Current Financial Assets MNote 2,10
{i] The Chirgaon Unit is showing a sum of T 5 Lacs as amount paid to LAD for purchase of land. The accounting unit
was transferrad from erstwhile Board (HPSEB). The payment was made by the LAO of the HPSEB and the land is in the
name of HPSEB. The unit was transferred from the arstwhile HPSER and the advance account of the LAD 15 being carried
forward by the unit as advance and the land Is In the possession of the Corporation. The Unit has not changed the name
of the ownership of the corporation in the revenue records nor has adjusted the advance account. In our opinion the
company is.entitied for title of the land once the award has been ordered by the LAD and land legally vests with the
company, Thus, Other Non-Current Financlal Assets are overstated to the extent of above and correspondingly the
Property Plant and Equipment is understated to the extent of above.
(i) The Shangtong HEP, has paid € 44.06 Lacs (previous year € 44.07 Lacs) to land owners for acquisition of land
measuring 0.1702 hectare, for the project, at the time of mutation it is found that the same land was already acquired by
HPPWD. The amount Is doubtful for recovery as the amount has not been recovered from the land owners and a
provision for the same is reguired. In our opinion Other Non-Current Financizl Assets is overstated to the extent of
ahaove and consequently the expenditure s understated to the extent of above
(iii}f{a) Weinvite attention to Note Mo 2.67 wherea in it is stated that the amount recoverable from contractors includes
asum of T 11183 Lacs (previous yvear T 11214 Lact) recoverable from Coastal Projécts on account of risk and cost. The
contract with the contractor was terminated in the year 2013 and the same was awarded to Mjs HCC Limited The
amount paid to HOC LimHted on account extra cost has bean shown as recoverable from Coastal Projects. The amount ks
doubtful of recovery from the Coastal Projects as there is no agreement with the party to recover the money as the
contract with the party has already been terminated since 2013. The Company has gone into liquidation as the lender
banks of the contractor has filed liguidation petition with NCLT and the amount is doubtful of recovery.

The Management has informed the previous auditors through a letber from the Director Finance dated 9th
June 2021 that in case of non recovery of the amount from the coptractor the same will be charged to the cost of the *
Main Civil Warks" after obtaining the neceszary approval from the Board of Directors.
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We suggest that the Management should take approval from the BOD regarding charging of the amaount recoverable
from the contractor to the ® Main Civil works”™ in case of the non recovery of the amount due from the contractor at
subseguent Board Meeting. The same |s required as per the requirement of INDAs sothat the above cost will become
part of the cost to bring the assets to location and condition necessary for It to be capable of operating in the manner
intended by the Management.

The company & not the secured creditors of the Coastal Projects and the company has not shown (o ourverifcation any
documents in support of their clalm that the amount recoverable from the coastal projects are fully secured and there
is full probability that the amount will be fully recovered inthe nearfuture.

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

{b)Reported by previous auditors the unit has not charged the G5T on the amoiunt of the amount of 1 3,287 Lakh
charged to the Coastal Projects on account of Risk and Award Cost charged to the contractor. Thus G5T amounting to %
592 Lakh has not been charged on the above on account of reimbursemant of expenses and lability [s understated to
the extent of above.

{c} The Company has debited the amount of service tax payable by the company amounting to ¥ 85.30 Lakh to the
service tax authorities and the same has been paid by the company in Its own service tax number under the Viswas se
Vivad Scheme. The Liability of payment of the sérvice tax  was of the company  In the pre G5T period which was
Charged from the HCC on account of Rent Charges of use of Machinery of the Coastal Projects by the HCC . The Amount
was credited to the Costal Projects without depositing the service tax from the rent credited to the Coastal Projects.
Thus the services are covered Under Principal agent relationship and G5T has to be charged on the same and a sum of ©
11.70 Lakh isto be paid as G5T on the above. The Liability is understated to the extent of abowe,

d) Further the Company has filed a claim of * 40,736.90 Lacs inclusive of interest with the NCLT against the Coastal
Projects Limited as the contractor company has gone into liguidation which is In the nature of Contingent Assets and
same has been disdosed as Contingent Assets as per Note 2.37, The Official Liguidator has not accepted the clalm of the
company stating the reason that the matter is pending with the Honble High Court of Himachal Pradesh

(W] Weinyite attention to Mote Mo 2.61 where in it is stated that the company has not made a provision for F5.103.24
Lacs {Previous Year 103.24 Lacs) recoverable from Gammon India since 2013 through Directorate of Energy, The
amount has to be recovered along with interest of 10 % per annum. The amount has not been recovered till the date of
audit and the same is doubtful of recovery hence provision for doubtful advance is required. In our opinion the Non-
Current Financial Assets are overstated tothe extent of above and Expenditure are understated to the extent of above.
{v) The Renukaji HEP has deposited Rs. 186.42 Lakh with HPSEB for deposit work. The HPSER has fully utilised the
advance and givan the Utilisation certificate to the company. However the company has not capitalised the assets. In
our opinfon the other Non-Current Financial Assets are overstated to the extent of above and Capltal work In progress
Is understated to the extent of above.

{vi) GrantRecelvable

In case of Gyspa HEP, we invite attention to Note No 2.63 whare in it is stated that company is showing ° 608 Lacs
{previous year T 608 Lacs) as recoverable grant from the Central Government on account DPR and Investigation
Expenses. The Government of India haz approved € 1,250 Lacs for survey and investigation of the project and paid T 500
Lacs a5 advance and the rest of the amount 5 to be paid on the submission of the DPR. The wark of the DPR is not
completed since 2012 due to sustained opposition to the project by local people, The Central Government has stayed
the further payment of the grant until the submission of the DPR. The grant recoverable shown is not as per para 7 and 8
of the Indian Accounting Standard (Ind as) 20 Accounting for Government Grants and Disclosures thereof which states
that: -*7 Government grants, including non-monetary grants at fair value, shall not be recognised until there s
reasonoble assuronce thot:

{a] the entity will comply with the conditions attaching to them; and

() the grants will be recelved.

8 A government grant is not recognised until there is reasonable assurance that the entity will comply with the
conditions attaching to it, and that the entity will comply with conditions attaching to it , and that the grant will be
received .Receipt of a grant does not of itself provide conclusive evidence that the conditions attaching to the grant
have been or will be fulfilled.”
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The grant recoverable is not as per the applicable IND as 20 and the contention of the company is that as the project is of
Mational importance and the concerned ministry is continuously pursuing the matter with the State Government and
directing the company to take appropriate action to resolve the Issue with the affected families so that the sureey
investigation work may be completed at the sarlest. In our opinion the continuous monitoring of the project by the
ministry and the Central Government and Turther directions to resolve the lssuwe with effected families at the earliest isa
sufficient compliance for the condition attached to the grant as per the requirement of IND as 20.

{wii} TheShongtong unit s showing following advances to the contractors the recoverability of the same is dependent
on the completion of the project and the same has not been discounted and shown as per the fair value as required by
IND AS 113. In the absence of information, we are unable to comment on the same (Please also refer Note 2.48). The
following are detalls of the advances Rupees in Lacs

Comtractor Lurment Year Amount

1 Patel Engeneering % 4,852.00 L 5,146.00

2 Andtriz Hydro L 4 1,789.00 4 2,605.00
will] The Shongtong unit has given advance of 20 Lakh | Previous Year Rs. 70 Lacs) to IPH Khwangl for irrigation
scheme and the same has not Been charged to expenditure during construction. in our opinion the Non-Current
Financial Assets are overstated to the extent of above and OWIP are understated to the extent of above.

{ix) The Shongtong unit is showing advance of ' 35.49Lakh ( Previous Year RS 154 Lacs) to HPSEB as on 315t March
2020and as the advance will not be recovered from the agencies and assets are being used by the corporation the same

should ba capitalised. In our opinion the Non-Current Financial Assets are overstated to the extent of * 35,49 Lacs and
CWIP are understated to the extent of above,

{xf] The Chanju Il has not capitalised the advance to HPPTCL for design and survey work amounting to ¥ 17 Lacs for
want of utilisation certificate.

{xii}  The DesnthalChanju has not capitalised the advance to HPPTCL for design and survey work amounting to €
13.00 Lacs forwant of utilisation certificate.

{xiii)  The Sainj unit has paid ¥ 50 Lakh to HP Fisheries Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been capitalised .Thus the Other Non Current Assets are
overstated to the extant of above. Utlisation certificate recelved on 17/07/2021.

{xiv]  TheSainjunit has paid ¥ 10 Lakh to State Pollution Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been capitalised Thus the Other Non Current Assets are
overstated to the extant of above.

{xv) The Sain) unit has shown® 9 Lakh as recoverable from DOE on account of LADF charges paid on Infirm Power.
The amount is not recovered tll date and provision for the same is required. Thus the Other Non Current Assets are
overstated to the extant of above and expenditure ls understated to that extant.

{wwi]  The Sainjunit has shown  131Lakh(Previous year ¥71 Lakh ] as interest recoverable from HCC on account of
advance ghven against retention money . The Party has ot repaid the amount of advance and nor the interast on the
same has been paid back hence provision for the same is required, Thus the Other Non Current Assets are overstated to
the extant of above and expenditure is understated to that extant.

{ivil)  The Sainj unit has booked advance to HPSER amounting to € 5,29 Lakh which is of non recoverable nature and
should have been charged to the CWIF. Thus Current advances has been overstated to the extant of above as the
amaunt has not been recovered and adjusted till date,

{iwifi)  The Sainj unit has booked advance to XEN IPH amounting to T 4.65 Lakh which is of non recoverable nature and
should have been charged to the CWIP. Thus Current advances has been overstated to the extant of above as the
amount has not been recovered and adjusted till date

{wix)  TheSawara Kuddu Unit has debited T 41 Lacs to Patel Engineering on account of Risk and award cost of the work
done during the year 2017- 18, The contractor has not paid the amount tll date, Thus Provision for non recoverability of
amount s required. Thus Other non current Assets are overstated to that extant.

{xc) The Sawara Kuddu Unit has shown a Sum of ¥ 661Lakh as amaunt recoverable on account interest and penalty
on entry Tax and provision for the same has been shown as provision for expenses by the unit . The Company has settied
the same n the H P{ Legacy Case Resolution ) scheme 2019 for ¥ 67.92 Lakh as final settlement fees. Thus other non
current Assets are overstated to that extant of € 597.08 Lakh and similarly the provision for expenses are overstated to
thatextant.
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fxi)  The Chanju lilhas not capitalised the amount of Rs. 187 lacs pald to HPSEBL as the work has not been completed.

{xxil) The Deonthal Chanju has not capitalised the amount of Rs. 187 lacs paid to HPSEBL a5 the work has not bean
completed.

& eentory Noate 2.11
Eported by previous auditors the Kashang stage 1 Unit is showing the following inventaries at the close of the

year

SrNo. HemNo | Descrlption Amount Remarks

1 |2000000751| G.|pipe 80 mm @ 248.3 Rmt
2000000744 | Portable magzine 4 Nos
2000000765 Steel tubler pole 10mtr 42Nos
2000000727 | Angle iron 100x100x6mm17.787 M
2000000766 ACSR conductor 14,078 M

2000005637 Meedle Tips & Seat Ring 15et

1,06,140.80 Transferred from HPSEBL
1,55,567.00 | Transferred from HPSEBL
4,51,035.90 | Traneferred from HPSEBL
6,06,688.42 Transferred from HPSEBL
6,22, 205.05 Transferred from HPSEBL
16,60,593.94 | Spares for E and M work

e e N e R I s |

Ll I B T

The Item from srmo 1 to 5 amounting to Rs. 19.41 Lacs has to be shown at Net Realisable Value and the necessary
provision of obsolescence has to be made. Noinformation in respect of the same has been provided to us,

The item at 5r rvo B is spare of the Turbine and has be shown under Property Plant and Eguipment 's& as such should be
depreciated along with the plant.

Thus Inventory is overstated to the extant of Rs. 16.60 Lacs and property Plant and Equipment’s is understated to the
entent of sbove.

& Trode Recelvables Nole 2,13
Trade receivables are subject to confirmation & reconciliation concerning HPSEBL.
7 Dther Current Assets Note 2,18

{I} The Sawra Kuddu unit has not shown the amount recoverable from Patel Engineering on account of recovery of
concrete cutting amounting to Rs. 77.50 Lacs {previous year Rs. 84 Lacs). The case ls reported to be in High Court In our
opinion the other Current Assets are understated to the extent of above and CWIP is overstated to the extentof sbove.

& Mon-Current Cther Financial Liabifides Note 2.21

(i} Long Term Barrowings

The Company has taken loan from the State Government for construction of Hydro projects. The Company has not paid
the Instalment and interest on the State Government loans. The 5tate Government has provided defarment of loan
and interest for the amount accrued up to January 2017 oll FY 2018-19. The instaiment Interest due after January
2017 il the close of the vear has not been paid by the company o the state Governmaent

We Invite attention to Note 2,71 where in the Company has made the request for the deféerment of Instalment and lcan
to State Government. The State Government has given has not accepted the request and has granted the deferment for
the vear 2020-21 till the year 2021-22, In our opinion the Company has defzulted in payment of instalments and interest
to the state government which is holding 31.63% (Previous Year 28.59 %) of the equity, Howeaver there is no other
default in payment of loan and interest toany other Financial institutions/Banks. The Company has not complied with
Requirements of the IND AS 20 Accounting of the Government Grant which states that the any concession from the
government should be added as addition tothe cost and should be credited to the revenue.

{11} The loan to the company was sanctioned by the Central Government 1o the State Government as 30 % grantand 10
% loan basls has been further advanced to the company as 100 percent lean which was sanctioned 1o the state
government under Clean energy program, The Funding of the Grant to State Government a5 Loan to the Company has
Increased the financial cost Uability on account of interest payable to the State Government. This will increase the cost
per unit of the generation of power and will not be recovered from the consumer and have to be borne by the company .
The charging of the interest will not make the company profitable as it constitutes 40% to 45% of the revenue cost and
the company has not paid the interest to the state gowernment even after four units are commissioned and the
company is pursuing for the deferment of principal and interest il 2024 and in earfier year also the deferment has been
granted by the State Government.
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We Invite attention to Note 2,71 wherein the Company has made the request for the deferment of Instaiment and loan
to State Government . The State Government has given has not accepted the request and has granted the deferment for
thevear 2020-21 till the yeer 2021-22. In our opinicn the Company has defaulted in payment of instalments and interest
to the state government which Is holding 31.63%(Previous Year 28.52 %) of the equity. However there is no other
default in payment of loan and Interest to amy other Finanelal institutions/Banks. The Company has not complied with
Requirements of the IND AS 20 Accounting of the Government Grant which states thak the any concession from the
government should be added as addition to the cost and should be credited to the revenue.

{ii) The loan to the company was sanctioned by the Central Government to the State Government as 90 % grant and 10
% loan basis has been further advanced to the company as 100 percent loan which was sanctioned to the state
gavernment under Clean energy program. The Funding of the Grant to State Government a3 Loan to the Company has
increased tho financial cost Liability on account of interest payable to the State Governmaent. This will increase the cost
per unitof the generation of power and will not be recovered from the consumer and have to be borme by the company .
The charging of the Interest will not make the company profitable as it constitutes 40% to 45% of the revenue cost and
the company has not paid the interest to the state government even after four units are commissioned and the
company is pursuing for the deferment of principal and interest il 2024 and in eadier year also the deferment has been
granted by the State Government .

The CAG has akso raised concern over the same in their report and suggested that the matter be taken up with the state
government o get the benefit of the Govi of India Palicies.

(I} The Long-term Liabilities includes EMD, Retention Money and Security Deposits pending since inception of
projects and the same has not been paid tll the close of the year. The Internal control in respect of them is very weak and
should be strengthened and the liabilities should be assessed at fresh and should be charged to revenue in appropriate
Casas.

9 Mon-Currgnt Liabilities Provisions Note 2.23

(I} For Company Employees

We Invite attention to note 1.20and 2.80 where in the policy adopted for employees benefit and accounting In respect
of the same has bean disclosed, The Above palicy Is nat In compliance with the Ind AS 19 Employees Cost in refation to
Past Employment defined Benefits plan In the matter of its recognition and measurement, In the absence of
Information, we are unable to comment on the same of its impact in the balance sheet and profit and Loss Acoount.
Meither any policy has been taken norany trust has been made for the same.

(i)For HPSEB Employees

The provislon for leave encashment Hability, gratuity labHity and pension Liability of HPSEB employees has been
cafcutated based on formuia adopted by HPSEB Limited. The Lability provided for is subject to the confirmation from
HPSEB Limited.

Ini the abzence of information and confirmation from HPSEB Limited we are unable to comment on the effect of the
same on the finandal statements at the close of the year

{iii} Thecompany hascreated liability for Gratuity & Leave eancashment without any actuarial valuation.

10 Other Non-Current Liabllides Note 2.24
a) Utilised Grant Renuka ji
{[} The Company has Incurred following expenditure on the Benukajl project till 31st March 2020,

a5 on 1ist March 2018 (in lac) | as on 315t March 2020 [in lac)
Tangible Assests T 51,689.00 41,262.00
Advances & Deposits with Court 20,725.00
CWIP ? 32,148.00 754
Incidental Expenses 14,157.00
Advances L4 268.00 =
Grant Received T 6B,548.82 76,002.33

L4 68,548 82 76,002.33
Shartfall T 15,557.18 1B89.21
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There is a shortfall of grants received & expenditure incurred Rs. 18521 lacs (previous year shortfall of expenditure to
the tuneof Rs, 15,557 Lacs]. Inabsence of information we are not able to comment on the same.

(i)  We invite attention to para 2 (vi} of previous year audit report regarding allocation of expenses to Renukaji HEP
wharein its stated that the allocation of axpenditure of Corporate office and Sundamagar Design office to the unithas
not been confirmed [ approved by the participating states and the central government, In the absence of confirmation
and approvals we are unable to comment on the apportionment of expenditure charged to the Renukajl HEP. The
company has allocated Rs. 2,870 lacs | previousyear s, 2456 kacs) as share of corporate office and deslign wing expenses
to the Renukaji HEP for current year viz 31st March 2020. In our opinion the amount recoverable from participating
states will be reduced by Rs. 2,870 lacs | previous year Ris. 2456 lacs) given in above para.

TheComipany it earning interest on the surplus funds of Renukaji at Corporate Office by investing the same in short term
Fined Deposits, The Interest aarmed on the same has not been shown as addition to the Grant nor the same has been
reduced from the incidental expenditure during construction period ofthe unit. The above practice is not In line with
the significant accounting policy adopted by the company (refer Note 1.16). In the absence of information, we are
unable to comment of the effect of the same on the Financial Statements. Howewver, as informed to us no interest was
earned during the year, as the Company is doing funding of expenses out of its own resources,

11 Current Liabilities Dthed Financial Liabilitias Note .26

{I} The Liability on account of Retention Money, Security Deposit and dues payable 1o Contractors and suppliers are
subject to Confirmation. In the absence of Information, we are unable to comment on its effect on assets and liabilities.

{iiy The different units of the company are showing separately the amount payable and recoverable from HPSEB
Umited. Mo Confirmation from the HPSEB Limited has been provided to us for the amount payable and recoverable. In
our opinion only ong account of the HSPEB Limited should be maintained and net balance of recoverable or payable
should be shown inthe financial Satements,

(i) The Other Current Liabilities includes EMD, Retention Money and Security Depaosits pending since inception of
projectsand the same has not baen paid tll the close of the year. The Intemal control in respect of them is very weak and
should be strengthensd and the llabilities should be assessed at fresh and should be charged to revenue in appropriate
Cases.

{iv] The Other Financial Current Liabilities includes Rs. 75.87 Lacs | Previous Year Rs. 74.22 Lacs) as unclaimed money
on account of payables, retention, security and other payables to the contractors. The amount has been shown under
thiz head because the persons to whom amount i payable ks not traceable. in our opinion the other current financial
liabilities are overstated to the extent of above and necessary provision for amountwritten back should be provided.

{vi TheSwarakuddu unit has made a provision for CAT Plan Expenses on 04th January 2016 amounting to Rs. 63 Lacs.
The Unit has informed us that the amount has not been paid as the previous utilisation certificates has not bean
provided by the Forest Department. in our opinion the amount i of the natures of withheld amount and should be
shown under the head Non-Current Financial Liabilities, Thus, current Liabilities are oversiated to the extent of above.
{wi}] The Corporate Office has not made the provision for demand raised by the PF Commissioner for the period
09/2008 ta 06,2011 on account of PF contributions of Unregistered Contractors amounting to Rs. 189 Lacs on 02nd
August 2018{ refer Mote 2.59), Thus, current liabilities are understated to the extent of above.

(wil} Local AreaDevelopment Fund:-

We Invite attention to Note 2.65 where in the company has not made any provision of amount payable to LADA fund on
account of increase in cost of the Projects ,as final cost determination of commissioned projects is under process

{wiii] Reported by previous auditors the Kashang Unit has not Charged G5T on the Liguidation Charges amounting ko Rs.
534,42 Lacs on Rs. 2,969 Lacs charged from HCC. The Company has not shown the Liability under G5T returns filed
during the year under review nor the same has been charged to the contractor, The observation was also reportedin the
previous year also. Thus the current figbilities and understated to that extant and other non current assets |s also
understated to that extant.

(i) Reported by previous auditors we invite atbention to note 2,70 where the Corporate Office has shown Rs, 500
Lacs a5 amount payable to the Kisahau Corporation Limited on account Eguity Contribution of the State Government
for the seed Money. No Confirmation from the Kisahu Corporation Limited and directions from the State Government

to keep the money with company has been provided to us for verification. In the absence of information we are unable
tocommentonthe same,

(¥} Asreported by previous auditors the Renukajl HEP has shown the amount recovered fram LAD amounting to Rs.

1600 Lacs as amount payable to Government Agenches . The HEP at the time of advancement to LAD has shown the
same as part of land expenses. The amount recovered back has to be reduced from the Land Expenses. Thus Current
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Liabiltdes are overstabed to the extent of above and similarly the land expenses are overstated to that extent.Could not
be explalned tous except payment of Rs 5 Crto LAO,

{x1] The Swara Kuddhu HEP has transferred land measuring 0.9224 hectare to the HPTCL for the construction of 220
KN Switching Station al Hatkotl, The Company has recebved Rz, 916 Lacs as cost towards the cost of land in the month of
November 2018, The company has handed over the possession of the land to the HPTCL but has shown the amount as
advance from the customers and the sale deed for the same has not been executed so far. In our opinion the advance
has to be adjusted with the cast of the land and the deposit with the court. Thus current liabilities are overstated to the
extent of Rs 916 Lacs. Pending execution of transfer deed cannot be credited toland,

{xii} TheSainjUnit has shown a sum of Rs. 519 Lacs as amount payable ta Voith Hydro. The HEP has not provided to us
the details in respect of the same  and nor any confirmation from the supplier has been provided, The Amount is
payable since 2017 and the same has nat been paid till the date of the audit, Thus the labilites are overstated to the
extent of above

13 Generation B Sale of Power

{I}] Motenol.56The company s showing only net sale instead of gross sale.

{li} TheBeradol Solar Power unit while fixing the tariff rate has adopted HPRECAD benefit Rate of Bs. 4,31 perunit
while approving the Tariff Rate with HPSEB, The Corporation is not avalling the advance deprecation benefit thus Tariff
rate of Rs. 4.79 per unit is applicable to the corporation. Thus Sale of power is understated to the extent of Rs. 10.36
Lakh

14 Apportonmentof expenditure and Incoma of Corporate Office and Sundarnagar

(I} Expenditureof Corporate Office and Sundarmagar

It has bean observed that at the time of apportionment of expenditure of Corporate office and Design Office the net
expenditure incurred during the year has been apportioned in the ratio of 278:87 from 01st April 2018 to 03rd January
2019 and 4th fanuwary 2015 to 31st March 2019, [refer Significant Accounting Policyno Legand Nobte no 2.57(c) ), The
ahove apportionment i not in line with the accounting policy referred in note 1.6 g which states that the “The
Expenditure of Corporate office and Sundarnagor design office is ollocoted to different occounting units on systematic
besis.”.

In cur opinion the expenditure and Income should have been apportioned separately on actual basis between the pre
and past cod period to different onits. The Adoption of wrong method of apportionment may effect the allocation of
cost to different units and the effect on |ts depreciation after commissioning of the projects . In the absence of
information we are unable to comment on the same,

(i} Incomeof Corporate Office and Sundarnagar

It has been observed that the income of the corporate office mainly consists of the interest earned on Fixed deposits by
making short term investments of the following funds: -

- Funds received for Eguity

- Funds for Renukaji Project

= g rest Funds for ADB Funded Projects State Govt Lean

= Interest on Funds With LAD

The Compamy has allocated income tovarious projects on the basis of allocation of expenditure 1o different units as par
accounting policy of the company during the year

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

(iii) Apportionment of Expenses of Corporate Office and Sundermagar Design Office
The qualification of previous year auditors on apportionment stands for this year also.

15  Provision for income Tax

We invite attention to Note Mo 2,66 where in no provision has been made by the company for income tax during the
YEA[ Under review,

We also invite attention to note 2.53 where In the cases for earlier years are pending with different authorites and the
outcame of which are uncertain and may affect the amount shown as Deposits with Income Tax authorites Rs. 8,874.50
Lacs {Previous Year Rs. 8,874 50 Lacs [refer note 2.10). Inview of the uncertainly involved and the matier is subjudice we
are unable to comment on the recover ability of the above amount and its effect on the Financial Statements.

16 Goodsand Service Tan

{I} The compamy has not complied with all the provision of the Goods and Service Tak Act while preparing the
monrthly returns and the annual returns for the year under review,
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We have checked some instances and have observed that the Goods and Service tax has not been depasited on
following expenditures and Income:-

1 TenderIncome

Liguidation Charges

Rent Income

Late Payment Surcharge

Payments Made to Government Departments and Government Bodies under Reverse Charge,

Reimbursement of Expenses from Contractors

Sale of scrap.

The Company has appointed GST auditor to conduct the G5T 2udit undar the GST Act .However the G5T Audit report for
the year under review has not been submitted till the date of the finalisation of this report as the due date for filling of
the repori was 31st

December 2020, Inthe absence of the report we are unable to comment on the final liability of G5T along with interest

and penalty.

7.00 |
ﬁ i 7.00

Mo Prevision for the same has been made in the Books of accounts. Thus Liabilities are understated ta that extent.

A e R

g

4]

g

{iii} The Company has cleimed input of G5T while filling the monthly 3 B during the year under review, Howewer whilo
filling the G5TR 9 for the year no detads for the Input claimed has been Alled and  claimed and nor liability on account

1,14,161.00 I

Tan

IGST T

CGST i 1.14,161.00 |

SGST T '
e e

Thus liabilitfes are understated to the extent of above.
(W] The GSTR 5C Audit report fled by the G5T Auditor for the year 2017-18 on 21/05/2020 shows the following

E—— T (—
m_“m L

X mm ﬂu 2 LA 4
B2, t i 1 FTER W
7. 53 03,5100 L f.E-“.E'-*rE 11.00 ! 15,36,07.022.00

e

Thus Current Lizbilities are understated to the extent of Rs. 1536 Lakh.

(v} Thereis a difference in Turnover as per audited financlal statements & GS5TRY amounting to Rs 16516739/ -during
2018-19.

17 Cuantitative Details in respect of energy genemted and sold

We invite attention to Note 2. 48 wherein the Company has stated that it has installed capacity of 170 MW ason 315t
March 2019, The company has capacity 65 MW *3 i.e. 195 MW but water supply was only for one turbine at Kashang
stage | against installed 3 turbines. and . the installed capacity of the Sainj HEP is 100 MW and one solar unit with the
capacity of SMW was installed during 2018-19 However the Installed capacity at Kashang is not utilizable in the
absence of water as the stage 1| & lllare under construction.Out of 3 turkines water is sufficient for running one turbine
anly, Forrest 2 workis in progress,

18  Allocation of espantes of Kagshang 1 ,2and 3
(I} The method adopted for allocation of expenses by the Kashang Unit bo Stage 1 2 and 3 is not systematic and nor
consistently followed,
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2018-19 2017-18 2016-17
1 Actual Basls B2.50% BA%

‘ ﬁ ez ands ﬁ'ﬁ 17.50% - 0%

13  Profitand Loss Account
(il ©OandMRER

Reported buy previous auditors the Sainj unit has booked prior pericd expenses amounting to Rs. 5,30 Lakh
under this Head for the year 2017-18. Thus expenditure is overstated to the ewtent of above and same has to be shown
inthe year 2001 7-18 by recasting the finencials statements .
{ii} ©andM Disaster Management

Reported by previous auditors the Sainj Unit has booked the cost of hooters and other expenses amounting to Rs.
A5.35 Lakh as expenditure during the year under review which are of Capital Nature and has to be capitalised by the HER.
Thus expenditure is overstated to the extent of above and property plant and machinery is understated to the axtent.
{iii} Priorperiod Expenses

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

for the year 2017-18
hod eardier than 2017-18

T 1,42,32,088.00
T 6,21,06,074.00

1
2

As per IND As 8 Accounting Policies, Changes in Accounting Estimates and Errors |, the errors has to be rectified
retrospectively in the Financial Statements as if the ervor had never occurred. If the error pertains to period earfier then
previous year then the third Balance sheet has to be preparedas opening Balance Sheet. Refer Note 1.25 of the
SignificantAccounting Policies of the company which has not been complied with, In our opinion the Company has nat
complled with the reguirements of the INDAS B,

(v} Appropriation of Employees cost for Kashang Stage !, 2and 3
Reported by previous suditors the Kashang Unit has not provided to us the salary cost of the employess posted (o the
Stage 1, 2 and 3. However thisyear this has been done on actual salary basiz,

20 Approval of scoounts by the Board for the year 2018-19 before the approval of the accounts for the year 2017-18in
Fhe AG M.

The Board of Directors has approved the accounts for the year 2019-20 in the Board meeting of 14/03,2020 belore
the adoption of the audited accounts for the year 2018-19 of the corporation in the Annual general meeting on 6th
January, 2022.Howewver ,the financial statements were delivered to us on 17June 2021 which were further changed
during August 2021 & finally on 17th October 2021 sfter we discussed our observations.

21 income Tan Appeals with the High court in respect of Chargeahifity of income Tax on interést on Fined Deposits
kepd as short-term Investments.

Reported by previous auditors the company has filed an Appeal with the High Court of Himachal Pradesh that the
interest on the short-term investment of the funds in Fixed Deposits with bank from the Equity received from the
Governmaent s an addition to the equity and not an Income ol the company and on sama the incomie tax is not payable.
Similarly, the income earned on Renuka Funds is also an additonal grant from the Agendies and the same i= also not an
income ofthe company and the same will be utilised on the project expenses and is part of the Grant.

The Company has not shown the interest eamed on equity fund till the close of the year as an addition to the Equity
and similarly the interest earned on Renuka HEP funds tll the close of the year has not been shown as additional grant
from the Agencies,

The income tax authontes are considening such mcome a5 taxable income and is being charged as taxable Incomea of the
Company,

Mo information in respect of the same has been provided to us by the company till the close of the year In the absence

of the information we are unable to comment on the effect of the same on the Balance Sheet

22 investmant Property

{1} The Company is not showing the assets given on rent/ lease as Investment property and the same has been shown
under the Head Property Plant and machinery.
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{ii) Chirgaon Majgoan has given Building onrent to HPPTCL amounting toRs, 7. 16Lakh. The Costof property should
be showin as Investrment property and depreciation for the corresponding rent has to be charged to the profit and loss
Account. Thus Income is understated to the extent of above,

23 Design Wing Sundernagar

{f} The Design wing has booked Rs, 8,87 Lakh [previous year 11.660akh) lakh as lab income and Consultancy Income.
However it has been observed that the design wing has not booked any expenditure in relation to providing such
services. All the expenses of the GM Office has been apportioned to the all units of the company and no expenditure has
been allocated to the income of the Deslgn Wing , Thus the Matching concept accounting has not been followed by the
COmpany.

{ii) Reported by previous auditors the Design Wing is providing Technical services to the Kishaua Power Corparation on
behalf of the State Government but no details in respect of the services provided Design wing has been provided to
us. However Rs 10408/- is outstanding as advance to Kishau

24 Disaster Recovery Center

The Company has installed SAP ERP software for all its projects including corporate office. The Company has its DRC at
Chennaiand the same was closed and shifted to Shimla by M/s 5iffy Technobogy . M/s 5iffy Technology was awarded the
cantract for the AMC of the DRC for Rs, 1.25 crores and the reallocating cost of DRC for Bs. 9.67 Lacs. The company has
proposed to shift the DRC from Chennal to Himachal Pradesh at Data Center Site of HPSEBL at pointa Sshib or at any
other place at Pointa Sahib. The Company does not find any sultable site at Polnta Sahib thus no Disaster Recovery
Center of the company s in place tll date. We were Informed that complete back up s maintained at head office on
fortnightly /monthly & at Govt data centre at Mehli. What is the wisdom in paying AMC of the DRC without any site
being taken for the sama.

25 Land Court Cases Ramula ]| Project

The Beard of Directors in its 75th meéting on meeting 18th March 2021 has decided not to the file Regular First Appeal
in the Hon'ble High Court against the awards passed by the Lower Courts and against the decision of the Hon'ble High
Court. Refer Note 2.36 Notes where in its stated that the company has made contingent provision in respect of the
awarded amount amounting to Rs. 11,471.33 lakh. The Decision of the company not to  file the appeal will make the
contingent provisions s regular provisions and thus the provisions on account of land compensation of Renuika 5
Project Is understated to the extent of abave,

Previous year auditors effect of gualifications:

The effect of the said qualifications where ascertainable the loss of current year will be Rs. 11,736 Lacs against
reported loss of Rs. 10,586 Lacs. The Other Equity will be Rs. 24,117 Lacs instead of Rs. 22,198 Lacs. The Borrowings
will be Rs. 1,480,388 Lacs instead of Rs. 1,59,765 Lacs .The Other Financial Liabilities will be of Rs. 5,144 Lacs instead
of Rs. 10,993 Lacs. The Provisions non current will be of Rs. 4,285 Lacs instead of Rs. 5,690 Lacs. The other non
Current Liablitdes will be Rs. 82,840 Lacs instead of Rs. 59,543 Lacs, The Other Current Financial Liabilities will be Rs.
2,92.604 Lacsinstead of Rs. 2,62,070 Lacs. The Property Plant and Equipment will be Rs. 3,33,156 Lacs instead of Rs.
3,03,086 Lacs. The Capital Work in Progress will be Rs. 2,95,703 Lacs instead of Rs. 3,08,204 Lacs. The Loans will be
Rs. 153 Lacs instead of Rs. 149 Lacs The Other Noncurrent Assets will be Rs. 29, 435 Lacs instead of Rs. 36,705 Lacs.
The inventories will be Rs. 53 Lacs instead of Rs. 74 Lacs. The Trade Receivable will be Rs. 481 Lacs instead of Rs. 1,757
lacs. The cash and cash equivalents will be Rs. 9,404 Instead of Rs. 11,365 Lacs. The Bank Balance will be Rs. 11,670
instead of Rs. 9,709 Lacs. The Loans Financial Assets will be Rs. Nil Lacs instead of Rs. 3 Lacs. The Financial Assets
others will be Rs. 551 Lacs instead of Rs. 1349 Lacs. The Other current Assets others will be Rs. 14,267 Lacs instead of
Rs. 6,241 Lacs.

The Expenditure during the vear are overstated on account of Prior period iteme by Rs. 769Lakh forwhich adjustments
hasto be made in previous years.

We cannot comment upon this asthe same could not be verified. In the absence of Information.

Emphasis of Mattar
1, Moreasonable effort has been made to remove the qualification raised in earlier year audit reports and the same
has been considered in this year report alsa,
F We further draw attention to the following matters in the Notes to the stand alone ind As Financial statements: -
{i} Balancesof trade receivables advances  deposits trade payables are subject to reconciliation) confirmation and
respective conseque ntial adjustments.
{il} Note Mo 2,58 to the Stand alone Ind AS financial statements regarding statement on State Governmeant loan for
ShontongKarcham HEP [450MW) whers the ADBE funding to state government has expired and stopping of
unding by the KPW to the project.

100
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{llil} Motz No 268 to the Stand alone ind AS Hnanclal statements regarding statement on Nakhtan project pending
with Hon'ble High court of Himachal Pradesh the fate of which is dependent on the outcome of the case. Our
Opinionis not modified in respect of these matters,

Wy duedit Matlors

Key audit matters are those matters that, In our prefessional judgment, wers of most significance in our audit of the Stand alone
financial stateiments of the current period. These matters wera addressed in the context of our audit of the Stand alons fnancial
stalements 35 8 whole, and In farming our opinion thereon, and we do not provide 3 separate opinlon on these matters,

For pach mattar bedow, deseription of how our audit addressed the matter is provided in thut contex In addition to the matier
deseribead in the Basts for Quaffied Opinkan sectiomye have determined the matters described belaw to be the key audit matters ta
e communicatad In our report.

Koy Audit MMatior

1. | Tendering: tendering is key audit matter but due to
corona variows units could not be visited where
tender documents are available we were told all
major tenders are floated from the concerned units
only.

How our audll sddressed the ey

Thiese will ba checked & accessed as to controds during
meet year audit.

Z. | contingem Liabilities and Provisions

There are a number of litigations pending befone
various forums against the Company and the
management's |udgement is required for
estimating the amount to be disclosed as
contingent lability and for creating the adeguate
amaunt of provision, wherever required.

We identified this as a key audit matter because the
estimates on which thess amounts are based
involve a significant degree of management
Judgmient in Interpreting the cases and It may be
subject to management bias.

[Refer Note No. 2.36 to the Stand slone Financial
Statements, read with the Accounting Policy
No.1.18)

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

- understood and tested the design and operating
effectveness of controls as established by the
management for obtaining all relevant information for
pending litgation cases;

- discussed with the management any material
developments and latest status of legal matters;
-examined management’s judgements and assessments
whether provisions are required;

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

= reviewed the adeguacy and completeness of
dischosures;

Based on the above procedures performed, the
estimation and disclosures of contingent liabilities and
creation of provisions are considered to be adequate and
reasonable

3. | Property, Plant & Equipment

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

Due to corona epidemic, none of the units where
property plant Eeguipment are kept could not be visited.
Actual Controls will be assessed during next year audit as
these were not practicable -at HD in the absence of
information. However, we have reviewed the same
through discussions with management at HO,
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{Refer Note No. 2.1 to the Stand alonefinancial
Staternents, read with the Significant Accounting
Policy No. 1.5)

4. | capital work-in-progress{CWIP)
The company is involved in various capital works | We performed an understanding and evaluation of the
like construction of new power projects, | system of Internal control over the capital work-in-
installation of new plant and machinery, civil works | progress, with reference te identification and testing of
etc. These projects/works take a substantial period | key controls, Deficiencies were found and same reported
of time to get ready for intended use and due to | at appropriate place in our Audit report. Actual controls
their materiality In the context of the balance sheet | wiil be assessed during next yearauwdit.

of the Company, this is considered to be an area
which had the significant effect on the overall audit
strategy and allocation of resources in planning and
completing our audit.

{Refer Note No.2.2 to the Stand alone Financial
Statements, read with the Significant Accounting
Policy No. 1.6)

Information Cther than the Stand alons Financial Statements and Auditor's Regport Thersoan

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

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

In connaction with our audit of the Stand alone financial statements, our responsibility 540 read the other information
and, in doing so, consider whether the other information 8 materfally inconsistent with the Stand alone financial
statements or our knowledge obtained during the course of our audit or otherwise appears ta be materiatly misstatad.
if, hased on the work we have performed, we conclude that there it a material misstatement of this other information,
we are reguired to report that fact, We have nothing to report in this regard.

Management’s Responsibllity for tha Stand plong ind A5 Financial Stataments

The Company's Board of Directors Is responsible for the matters stated in Section 134 |5} of the Companies Act, 2013
{"the Act™) with respect to the preparation of these Stand alone Ind AS financial statements that glve & true and falr view
af the state of affairs [Anandal position), profit or loss (financial performance including other comprehenshve income),
cash flows and statement of changes in equity of the Company in accordance with the accounting principles genarally
accapted In India, including Indian Accounting Standards (Ind AS) prescribed under section 133 of the Act read with
redevant rules ssued there under,

This responsibility also includes maintenance of adequate accounting records in accordance with the provisions of the
Act for safeguarding the assets of the Company and for preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting policies making judgments and estimates that are reasonable and
prudent; and design, implementation and maintenance of adequate internal financial controls, that were operating
effactively for ensuring the accuracy and completeness of the accountng records, relevant to the preparation and
presentation of the Stand alone Ind AS financial statements that give a true and fair view and are free from material
misstatement, whether due to fraud or error,

In preparing the Stand alone financial statements, management i5 responsible for assessing the Company’s ability 1o
continue as.a going concern, disclosing, as applicable, matters related to golng concern and using the going concern
basis of accounting unless management either intends to liguidate the Company or 1o cease operations, or has no
realisticalternative but to do so,

The Board of Directors are responsible for overseeing the Company's financial reporting process.
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Auditor's Respoansibility

Dur objactives are to obtain reasonable assurance about whether the Stand alone financial statements as a whole zre
free from materfal misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
apinian,

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

As part of an audit in accordance with 5As, we oxercise professional judgment and maintain professional scopticism
throughout the audit. We also:

= |dentify and assess the risks of material misstatement of the Stand 2lone financial statements, whether due tofraud or
error, design and perform audit procedures responsive to those risks, and obtain sudit evidence that is sufficient and
appropriate to provide a basis for our opinion, The risk of not detecting a material misstatemeant resulting from fraud is
higher than for one resultng from error, as fraud may involve collusion, forgery, Intentional omissions,
misrepresentations, or the override of internal control,

-Dbtain an understanding of internal financial controls refevant to the audit in ordar to design audit procedures that are
appropriate in the circumstances, Under section 143(3)(1) of the Act, we are also responsible for expressing our opinion
on whether the Company has adequate internal financial controls system in place and the operating effectiveness of
such controls,

-Bvaluate the approprigteness of accounting policies used and the reasonsbleness of accounting estimates and related
disclosures made by management.

“Conclude on the appropriateness of management's use of the going concern basis of accounting and, bazed on the
audit evidence obtalned, whether a material uncertainty exlsts related to events or conditfons that may cast significant
doubt on the Company’s abllity bo continue a5 a going concern, If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the Stand alone financial statements or, if
such disclosures are inadeguate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the Company to cease to continug asa
EOINg CoOnCenm.

Evaluate the overall presentation, structure and content of the S5tand alone financial statements, including the
disclosures, and whether the Stand alone financial statements represent the underlying transactions and evenits in a
manner that achieves falr presentation,

Materiality is the magnitude of misstatements in the Stand alone financial statemeants that, individually or in aggregate,
makes it probakbie that the economic decisions of a reasonably knowledgeable user of the financial statements may be
influenced. We consider guantitative materiality and qualitative factors in (i) planning the scope of ouraudit work and in
evaluating the results of our work; and {ii) to evaluate the effedt of any identified misstatements in the financial
statements.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear onour independence, and where applicable, related safeguards,

Report on Other Legal and Regulatory Reguirements

1 As required by the Companies (Auditor's Report) Order, 2016 ("the Order”) ssued by the Government of India In
terms of sub-section {11} of section 143 of the Act, we give in the Annexure-l, a statement on the matters
specified inparagraphs 3and 4 of the Order, to the extent applicable.

2. Woeare enclosing our report in terms of Section 143 (5) of the Act, on the basts of siech checks of the books and
recards of the Company as we considered appropriate and according to the information and explanations given
ta us, [ the Annexure-2 on the directions issued by Comptrolier and Auditor General of India.

3. Asrequired by section143(3) ofthe Act, we report that:
a) We have sought and except for the possible effects of the matter described In the Basis of Qualified Opinlon

I



b)

d)

h)

Ul
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paragraph above, obtained all the information and explanations which to the best of cur knowledge and beflef
wene necessary for the purpose of our audit;

Except for the possible effects of the matter described in the Basis of Qualifis=d Opinion paragraph above, in our
opinion, proper books of account as required by law have been kept by the Company so far as appears from our
examination of those books;

The Balance Sheet, Statement of Profit and Loss and  statement of Cash Flows and Statement of changes in
equity dealt with by this report are in agreement with the books of account;

Except for the effects of the matter described In the Basis of Qualified Dpinlon paragraph above in our opinion,
the aforesaid Stand alone Ind AS financial statements comply with the Accounting Standards specified under
Section 133 of the Act,

The Matter described in the Basis for QGualified Cpinion paragraph above , In our opinlan may have adverse effect
on the functioning of the company,

Inview of the exemptions given vide Notification Mo, G.5.R. 463 (E) dated 5th June 2015 ssued by the Ministry of
Corporate Affairs, the provisions of Section 164 (2] of the Companbes Act. 2013 regarding disqualification of
directors, #re not applicable to the company,

The gualification relating to the maintenance of accounts and other matters connected therewith are as stated in
the Basis for Qualified Opinion paragraph above.

With respect to adequacy of Intermal Financial Controls over financial reporting of the Company and the

eperating effectiveness of such controls, referto our separate report in "Annexure-3" in our opinion the internal

financial controls system s adequate but the operating effectiveness of such controls need be improved.

With respect to the other matters to be inciuded in the Auditor's Report in accordance with Rule 11 of the

Companies [Audit and Auditors) Rules, 2014, in our opinion and to the best of our information and according

to the explanations given to us:

I The Company has disclosed the impact of pending litigations on s financial position In 1ts financial
staternents- Rofer Note 2.33 to the Stand alone Ind AS financial statements.

ii. The Company did not have any long-term contracts including derivative contracts for which there were
any material foreseeable losses;

iii. There were no amounts as 3t 31.03.2020 which were required to be transferred to the Investor
Education and Protection Fund by the Caompany.

For Soni Gulatl & Co.

Chartered Accountants
Flrm Regn.No.D0STTON

Sdl/-

Ptace: Shimla (CA Suresh Chand Sonl)
Date: 31 /03/2022 Partner
UDINZ2083106AGDINTSA55 M No(E3106
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| Soni Gulati & Co.,
Gﬂ& Chartered Accountants

ANNEXURE 1 TO THE AUDITORS REPORT

Annexure referred to In our report of even date to the members of HIMACHAL PRADESH POWER CORPORATION
LIMITED on the accounts far the year ended 31st March 2020,

(I} {a] The companyhasgenerally maintained proper records showing full particulars, indeding guantitative detaiks
and situation of its fiwed assets, except that identification location etc need be mentioned,

{b) A% esplained o us all the assets were got physically verified by the management during the vear under
review, We were Informed that no material discrepancies were noticed on such verification. However,
verification reports of HO |, Transit camp, Shongtong-Karcham HEP, Thana Plaun HEP, Renukajl Dam Project,
Lalnf HEPR, Triveni Mahadev HEP and BeraDol Solar Power Project were shown to us, but no report of, land,
plant machinery, stores & spares was shawn to us,

[c) Title deed of immovable properties are in the name of the company except in cases of Renukaji HEP. Sainj
HEP Shongtong HEP and Chirgaon HEP where the land has not been transferred In the name of the Company.

(i} Theimentary of the company consisting of Capital Stores; stores, spare parts and other ltems. We were informed
that these have been phystcally verified by the management during the yearunderreview, Butno reports were
made available tous.

{iiif} According to the information and explanations ghven to us, the company has not granted any loans, secured or
unsecured to companies, firms or other parties covered in the register maintained under section 189 of the
Companies Act, 2013, Inview of above, the clawses 3{iii){a) and 3{iii}{b) of the Order are not applicable.

{iw} The Company has not given any loan, made investmeants and ssued guarantees under section 185 and 186 of
the Companies Act, 2013,

(v} The company has not accepted any deposits from the public in terms of section 73 to 76 or any provisions of the
Companies Act, 2013 and rules there under,

(vi] Thecompanyhasmade and maintained cost accounts and records as specified by the Cantral Government under
section 188 (1) of the Companies Act 2013, However, we have not made a detailed examination of these socounts
and records with @ wiew to determine whether they are sccurate and complete, The companies cost accounting
records has beenaudited by the Cost Auditors M /s Balwinder and Associatesand they have submitied the
reporton 19/11/2020.

{vii} [a] The company Is generally regular in depositing with appropriate authorities undisputed statutory dues
including provident fund, income tax, sales tax, wealth tax, service tax, custom duty, excise duty, value -added
taw, cess and other statutory dues applicable to it, and there are no undisputed duesoutstandingas on 3 1st
March 2019 for a period of more than six months from the date they became payable. However the Liability
onaccount of Goods and Service Tax can not be quantified as GST audit is under progress till the finalisation of
thisreport. We are informed that the provisions of Employees Siate Insurance Actare mot applicable to the
COMmpany.

{b) According to the informetion and explanations ghen to us, dues of Income tax, sales tax, wealth tax, service
tax, custom duty, excise duty, value added tax, cess and other material statutory dues that have

not been deposited on account of amy dispute are given below:

1 Entry Tax Interest 337.70  2010-15 sl Excize & Tasation Commisioner un- Aople
2 Entry Tax Penalty 75128  2010-15 Entsse § Tamation Comvrinsionts -cure- A
3 Provident Fund  PF Dues 189,26  2008-11 _ Central Government Industrial Tribunal Chandigarh
4  &5T GST 86878 2017-18 _ Amount payable as per GSTR 9 C
| 5 oST interest 333.64 _2017-18 _ Amount payable as per GSTR 8C
6 GST _GST 572 _2018-19 _Amount payable as per GSTR 9
7 _ Income Tax __Demand 14628  2015-16 _ Appes| with CIT Solan
B Service Tax 65.00 Sawra Kuddu

| Total i |  2,697.86 |

The Amount of interest and penalty on the Entry Tax thereon due to Excise and taxation department has been settled
under Legacy Cases Resolution Scheme by paying the Requisite Settlement Fees by the company
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{viii] The Company has not defaulted any repayment of loans or bormowing to any financial institution or bank ar

ix)

(x)

()

{=ii)
(i)
{xiv)
{xv)

{2vi]

dues to debenture holders. However, the Government of Himachal Pradesh has given the sanction to the
deferment of repayment Loan and interest up to Jan 2017, No Deferment has been given by the State Govt
after that and the request far the same has been given by the company for further deferment. and company
has not paid the amount of instalment of loan and interest after lanuary 2017 till the finalisation of the report.
The State Government has ghven deferment for the year 2020-21 till 2021-22.

No money was ralsed by way of initial public offer or further public offer during the year, The amount raised by
the term loans from the Gowernment of Himachal Pradesh has been utilised for the purpose It was raised
during the year under review. The company has raised CC limit of Rs 200 Lakh for working capital from

KCCB, secured by charge on Plant & Machinery, However, we could not get any evidence of utilisation of limit
5o cannot comment whether it has been used for the intended purpose.

During the course of our examination of the books and records of the Company, carried out In accordance
with the generally accepted auditing practices [n India, and according to the information/ explanation given to
us, we have neither come across any instance of material fraud by the Company or on the Company by its
officers or employees, noticed or reported during the year, nor have we have been informed of any such cases
by the management except in the year 2015 at Renukaji HEP and the same is pending with State Vigilance.
This being a government company Section 197 of the Act s not applicable.

Company is not a Nidhi Company.

As per information available to us all transactions with related parties are In compllance with Section 177 &
188 af the Companies act 2013, wherever applicable and the details have been disclosed in the Financial
Staterments etc. as required by the applicable Accounting Standards,

As informed by the management, the company has not made any preferential allotment to private placement
of shares or fully convertible debentures during the year under review.

As informed o us the company has not entered in to any non-cash transaction with directors or persons
connected with him.

Section 45-1A of the Reserve Bank of India Act, 1934 is not applicable to the company

For Soni Gulati & Co.
Chartered Accountants
Firm Regn.No.0DBT70N

&d/-

Place: Shimla (CA Suresh Chand Soni)
Date: 31 f03/2022 Partner
UDIN2 20831 06AGDINTI4SS M NaOE3106
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Soni Gulati & Co.
: Chartered Accountants
ANNEXURE 2 TO THE AUDITORS' REPORT
Annexure referred to In our report of even date to the members of Himachal Pradesh Power Corporation Limited
on the accounts for the year ended 315t March 2020

Birecticns

Whether the Company has system in pla:e

io process all the accounting transactions
through IT system? [f yes, the implications
of processing of accounting transactions
outside IT system on the Integrity of the
account salong with the financial
Implications, ifany, may be stated.

Action Taken

According to the Information and
explanations given to us and based on
ouraudit, the Compamy has a systamin
place to process tha accounting
transactions through MM Module,
Project System, Human Capital
Module and Financial and Controlling
Module through T system and for
this purpose SAP-ERP has been
implemented by the Company. Period
end Flnancial Statements are
compiled offiine based on balances
and transactions generated from such
SAP-ERP system for the purpose of
preparing The Accounting
transactions for sale of power & not
generated though Sales and
distribution Module and being dirccthy
posted in Fl Module We have neither
been informed nor have we come
across during the course of our audit
any accounting transactions which
have been processed outside the [T
gystem having impact on the integrity
ofthe accounts.

The company has maintained separate
Data Centre bul does not have Disaster
Recovery Centre,Also the cost of land
in balance sheet |5 different in SAP and
balance sheet due to uploading of

deposits with Court to Cost of land in:

Balance sheet.

Whether there is any restructuring of an
existing loan or cases of waiver/write No
such case come off of debts/loans/interest
etc. made by a lender to the company due
to the across during If yes, the financlal
impact may be stated. company's inabHity
to repaythe loan?

The State Governmient Loans has been
restructured for repayment of loan
and Interest up to Janm 2017 6l the
year2018-19.

The Company had requestied the State
Government for further defermentin
the month of September 2020 . The
State Government has deferred only
the dues for the year FY 2020-21 Bl
FY2021-22.

Impact an
financial statement
HIL
HIL

Whether funds recelved/recelvable for
specific schemes from Central/State
agencies were properly accounted
for/utilized as per its term and conditions?
across during List the cases of deviation,

The Funds received for Renukaji
Project and Gyipa Project has been
properly accounted for except the
interest earned on the short term
deposit from the surplus fund has
besn accounted for as the income of

The Amount payable to
the Central / state Is
understated to the
extent of interest earned
on the shoart term
Irvastmant
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Cirections

Action Taken

impact on

the corporation instead of the
crediting the same to the amount
payable to the central / State
Government, Refer Para C 14(ii) of
the main audit . Mo information n
respect of interest sarned on the
short term investment has been
provided to us.As there is significant
difference in expenditure incurred a5
perlast year report B this year report
matter will be examined during next
year audit at unit lewvel

fAnancial salement

Whether land acquisition is invahied in
setting up the new projects report
whethar semtlemeant of dues doneg
expeditiously and in transparent manner

The land has been acguired at
Renukajl Dam. All the payments on
account of settlement has been
transferred to the LAD

However & sum of Bs 188.49 crores
haz not been paid Gl the close of the
year and provision for the same has
bean made In the books of
acopunts.Which has been reversed
this yoar.

Rectified in current year
accounts.

How much eosl has been Incurred an
abandoned projects and of this how much
cost has beenwrltten off

Reported by last vear auditors the
Corporation has abandoned the
Jidong HEP and Sunni Project . The
Amount incurred on Tidong project is
b=ing shown as recoverable from the
Directorate of energy and the amount
has not being written off by the
Management The Corporation has
written off Rs 41.26 Lakh as amount
recoverable from SIVHL on account of
cost of the Sunni Project.

il

Indicate Whether the company has
efficient system for monitoring and
adjusting advances to contractors/
supplier. Highlight the Significant
instances of failure of the System if any

The company has proper system of
adjusting the advances to suppliers,
except in following cases:-

1-Patel Engineering

Due to non completion of the
percentage of the work completed by
the Contractor

2-HCC Limited

Due court case imvolved

3 Costal Projects
Company In Liguldation at NCLT

il

108
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Soni Gulati & Co.
C‘?'i._ Chartered Accountants
ANMNEXURE 3
Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies Act, 2013
("the Act")

We have audited the Internal financial controls over financlal reporting of HIMACHAL PRADESH POWER CORPORATION
LIMITED ("the Company") as of 31 March 2020 in conjunction with our audit of the Stand alone financial statements of
the Company for the year ended on that date.

Management's Responsibility for Internal Financial Contrals

The Company's management is responsible for establishing and maintaining internal Ainancial controls based on the
internal control over financial reporting criteria established by the Company considering the essential components of
internal control stated inthe Guidance Mote on Audit of Internal Financial Controls Over Financial Reporting issued by
the Institute of Chartered Accountants of India ('ICAI'). These responsibilitias include the design, implemeantation and
malntenance of adequate internal financial controls that were operating effectively for ensuring the arderly and
efficient conduct of its business, Including adherence to company's pblicies, the safeguarding of its assets, the
preventionand detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, 85 required under the Companies Act, 2013,

Auditors” Responsibility

Dur responsibility is to express an apinion on the Company’s internal financial controls over financial reporting based on
our audit. We conducted our audit in accordance with the Guidance Mote on Audit of Internal Financial Controls over
Financial Reporting (the "Guidance Note") and the Standards on Auditing, 1ssued by ICAl and déemed to be prescribed
under section 143{10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial controls,
both applicable to an audit of Intennal Financial Controls and, both issued by the Institute of Chartered Accountants of
India. Those Standards and the Guidance Note require that we comply with ethical reqguirements and plan and perform
the audit to obtain reasonable assurance about whether adeguate internal financial controls over financial reporting
was established and maintalned and if such controls operated effectively inall material respects.

Our auditinvolves performing procedures o obtain audit evidence about the adegquecy of the internal financial controls
system over financial reporting and their operating effectiveness. Dur audit of internal financlal controls ower financial
reporting included obtaining an understanding of internal financial controls over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk, The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial staterments, whether due to fraud or error

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion on the Company's internal financial controls system over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

& company's internal financial contral over financial reporting Is a process designed Lo provide reasonable assurance
regarding the reliability of finandal reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company's Internal financlal controd over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable
detail, accurately and fairly reflect the transactions and dispositions-of the assets of the company; {2) provide
reasonable assurance that transactions are recorded as necessary o permit preparation of financial statements in
accordance with generally sccepied accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorisations of management and directors of the company; and (3} provide
reasonable assurance regarding prevention or imely detection of unauthorised acquisition, use, or disposition of the
company's assets that could have a material effect on the financial statements.

inherent Limitations ofinternal Financial Controls Owver Financial Reporting

Becouse of the inherent limitations of internal financial controls over financial reporting, including the possibility of
collusion ar Improper management averride of controls, material misstatements due to arror or fraud may occur and
not be detected, Also, projections of any evaluation of the internal financial controls over financial reporting to future
periods are subject to the risk that the internal financial control over finandal reporting may become inadequate
because of changes in conditions, or that the degree of compliance with the policles or procedures may deteriorate.
Cpinion

In our opinion, the Company has, in all matertal respects, an adequate internal financial controls system over financial
reporting and such internal financial controls over financiaf reporting were operating effectively as at 31 March 2020,
except in the areas given below based on the internal control over financial reporting criteria established by the
Company consldering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financlal Reporting issued by the Institute of Chartered Accountants of India.
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However, company needs to further strengthen the in the control system in the following areas:
- Mazking preparation of financial statements on SAP instead of Excel sheets,

- Implementation and Compliance of Indian  AS at unit level to ensure the compliance of the Indian AS on the
company as a whole.

- Classification of account heads in SAP according to the disclosure and classification requirements of the Schedule
Iof the compankes act 2013 and requirements of the Ind AS

Harmonisation in creation of account heads at Corporate Level in relation 1o advances, Habilities and vendors
according to the nature of expenditure 5o that no duplication of account code exits and only single acoount code ks
allotted to individual vendorsin the compamy 25 a whole.

- Payment to contractors sirictly on the basis of authorisation of the BOD.

- Option of marking of clearing entries in the SAP should be followed by all the accounting units in respect of
current as well as old accounting entries.

- Scrutiny of old Earnest Money Deposits. security deposits. Retention money and other payables to contractors.

= Caphalisation of Capltal Work In Progress In timely and efficient manner.

- Reconciliation of retro entries in SAP for CPT Module.

= Payment to Contractors of Additional Advance/ Advance Against Retention Money and itz accounting freatment.

- Recovery of delay damages from the contractors and accounting thereof

- Provision of Expenses should be made on realistic bazis and the payment in subsequent financial year should be
adjusted from the provision only.

- Long Term Advances and Depasit Work should be regularly reviewed and accounted for where the significant
work has been completed.

= Accounting of Provision 15 respect of doubtful adwvances and other recoverable.
= Resiew of Megative Balances in llabilities and assets heads.
= Accounting of EMD in the nature of FDR In the books of accounts.

- Recording of financial entries in foreign exchange also where the advances , retention money and suppliers dues
are payable in other currency also.

« Investing of idle funds at HEP in SWEAP Bank accounts to earn bank interest .

- Rewversing the Cheques/ Neft Entries for which the Limitation period is over.

«  Arcounting of Inventories In hand at project site at the close of the year.

- Liability on account of GST should be as par the requirements of the Goods and Service Tax Act.

= Arcounting Stafff Officers at Unit Level should be regularly trained in respect of tha Indian Accounting Standards
and other Accounting concepts and comsntions while preparing the Financial Statements.

= Entry in SAP to be made only upon a transacton is executed not at the ime supply order is placed ,as we have
noticed such instance. This will reduce chances of expenses being bookad twice,

We have considered the areas of improvernent identified which needs further strengthening as reported above in
determining the nature, Bming, and extent of audit tests applied In our audit of the March 31, 20205%nd alone
Financial statements of the Company. However, these areas of improvement do not affect our opinion on the
Standalone Financial statements of the Company.

For Soni Gulati & Co
Chartered Accountants
Firm Regn.No.O0BT70N

Sd/-
(CA Suresh Chand Soni )
Place: Shimla Partner
Date:31/03/2022 M No 083106
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REPLIES TO THE AUDITOR'S REPORT ON THE STANDALONE IND AS FINANCIAL STATEMENTS
(ANNUAL ACCOUNTS) FOR THE FY. ENDED ON 315T MARCH 2020

CQUALIFIED ODPINHIMN

We have audited the accompanying Stand alone Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED (“the Company”® ), which comprise the Standalone Balance Sheet as at 315t March, 2020, the
Statemnent of Profit and Loss {including Other Comprehensive Income), the Staternent of Cash Flows, the Statement of
Changes in Equity for the vear then ended, and asummary of the significant accounting policies and ather explanatory
information (hereinafter nefarred to as “the Stand alone Ind AS financial statements”™).

In cur opinlon and to the best of our information and according to the explanations ghven to us. except for the eflects of
the matter described in the Basis for Qualified Opinfon section of our report the aforesaid Stand alone Ind AS financial
statements ghve the information required by the Act in the manner so required and give a true and fair view in
conformity with the accounting principles generally accepted in India Including the ind AS, of the state of affairs
[financial pasition) of the Company as at 31st March, 2020, and its profitfloss (Anancial performance including other
comprehensive income), s cash flows and the changes inequity for the year ended on that date.

Basgis for Qualified Opinlon

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

Reply to the Statutory Audit Observations for .Y, 2019-20

Audit Observation

A | Preparsdon of the Financial Statements

{ijAs reported by previous auditors that supplementary
infarmation submitted by the units does tally with the approved
financial statements submitted to us for audit. The Current and
MNon current classification details submitted by the units does
tally with current and non current assets and Habilites depicted
in the Financial statements however the same could not be
verified by us for want of information. But no such
supplementary information was submitted o us No units®
financial statements were made available to us except one of
Sawra Kuddu that too at the fag end. The financlal statements
are prepared on excel sheets & not taken from SAP as the SAP
software acquired is deficient in this respect. The detalls of
vouchers In SAP were asked for but submission of such
information was delayed /given late and incomplete. We were
made different (altered) fnancial statements on different dates
(thrice) after we discussed our observation these were daimed
and certified as Board approved® changes were not explained
A5 SAPis updated ,we cannot verify the same.

The following qualification by previous auditors remained
urverified by us:

The difference was duc to Current/ Non
Current classification of closing Balances
of Payables/ Recelvables Gfls as on
31.03.2019, required under Ind AS.
Which was done on the basis of the
position existing as on the date of
finalisation of Balance Sheet [Annual
Accounts) for submission In the ensuing
BoD for approval l.e. on 1D.06.2020,
Whereas the auditor has taken the
position of such pavables frecelvables as
on the date of audit report submitted to
management on 09.06.2021. Audit
should have taken the position of payable
and receivable as on 10.06.2020, as per
Ind, AS 10, a5 no changes can be made in
the Balance Sheet [Annual Accounts),
once approved in the BoD Meeting.
especially, in case of Govt. owned
Companies. In overall total of Balance
Sheet was not affected.
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{il] During the course of audit it has been observed that the | Schedules / Notes to Accounts at 5r. No.

figures depicted in the Statement of Profit and loss are notin

agreementwith the books of accounts.
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2.30, 2.32 B 2.33, at Pages 24 to 26, have
been drawn, based on the Final Trial
Balance General Ledgersasat 31,03.2019,
A this G/L needs to be further Bifurcated
into these thres Groups, hénce the
required bifurcation has been done in |
excel manually, to draw these fgures.
Overall variation in the Profit & Loss
Account is NIL

iif) During the Course of audit it was observed that the cash flow
statements submitted does not tally with the supplementary

information submitted to us for audit. The following are the

In-ovarall there is no variation. The cash
fiow statement has been prepared by
netting cash Inflows and cash outflows

details of the same. arpustinians | under same head. Whereas the audit has
T Rl Bl | taken the figures of cash inflows and
proves | vurflows separately, under some of the
= | heads. However in future, industry
Lpoe 1 _sme L. L] 1 =
— L — LT ¥ i, | aractice shall be followed.
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¥l  TheCompany has provided the unit wise Balance sheetsfor | The Consolidated Batance Sheet has been

the purpose of audit however the previous years figure was
not depicted in the unit wise balance sheets.

We cannot comment upon this az it could not be explained
to us by the management. This year we were not made
avallable unit wise balance sheets

drawr en the basis of Anal Trial Balances
of the Projects/Accounting Units, The Linit
wise Balance Sheet contains the Opening
as wall a3 Closing Balances under each
head, otherwiss, Corporation’s Balance
Sheet consalidation would not have been
possible.
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Non-Complance of Indian Accounting Standard [Ind As)

The Company has not complied with the following Indian Accounting Standards while preparing the

financlal statements: -

i) Indian Accounting Standard {Ind As 1) Preparation of Financial
Statements

The Para 15 of Ind As 1 Presentation of Financial Statements
states that where Financial Statements comply with IND A5 the
company shall make an explicitand unreserved statement of such
compliance in the notes. No Disclosure fo the same has been
made in the note,

All out effort are being mada to ensure
compliance to all the applicable IND ASs.

iij Indian Accounting Standard [ind AS) 20 Accounting for
Government Grants and Disclosure of Government Assistance.
The Company has been granted the deferment of repayment of
princlpal payment and payment of interest til FY 2020-21 refier
Mote 2.21. The company must account for the interest payable on
such defermant till the close of the year at market rate as grant
from the government and has to be accounted for as the additiaon
to cost and the same has also to be shown as addition of grant. No
such interest has been accounted for by the company till the close
of the year as per para 10 A of the IND AS. In the absence of the
information we are unable to comment an same.

Az deferment of repayment of Loan &
Interest was not allowed by GoHP on the
date of finalization of annual accounts as
on 18.03.2021, hence no such benefit
socrued to the Corporation. Therefore,
the compliance to this Ind AS Is not
reguired,

Iid) Indian Accounting Standard (Ind AS) 19 Employees Benefits
The para 55 to 62 of the Indian accounting standard |s applicable
to the company 0 respect of the Post Employment Benefit:
Defined Benefit Plans which requires that actuarial valuation of
the labillty of emplovees defined benefit plan has to be made at
the end of the year and same has to be accounted for on in the
books of accounts. The Company has not accounted for the
llability on the basis of the actuarial valuation and anly actual
liability has been provided. In the absence of the information we
are unable to comment on the impact of the same on the Balance
sheet at the dose of the year.

Compliance to this Ind AS, has been
made in the FY. 2020-21.

iv] Indian Accounting Standard (Ind AS) 37 Provisions,
Contingent Liabilities and Contingent Assets:

The Company has disclosed the provisions contingent liabilithes
and contingent assets only up to the date when the accounts has
been approved by the BOD. No Disclosures of Provisions,
contingent liabilities and contingent Assets after the accounts
approved by the BOD and till the date of finalisation of this report
is considered in these financlal statements.

The compliance 1o this Ind AS, where
evier required, has been made.
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v} Indian Accounting Standard (Ind AS) 10 Events After the
Reporting Period

The financlal Staternents for the yedr under review are provided
to us on 19thlune 2021 which was approved by the BOD on 1Bth
March, 2021, The financial statements are not adjusted for the
events occurred between the Balance sheet date both favourable
and unfavourable tll date of the finalisation of this report.

The version of the audit in the para Is that
the events (both favourable and
unfavourable), which occurred bebweesn
the date of approval of Balance sheet by
BoD and til the dake of finallsation of audit
report are to be adjusted in the Financial
Statements, Whereas, as per Ind AS 10,
the events occurring after the reporting
period are those events, (avorable and
unfavorable), that occur between the end
of the reporting Perlod [means end of the
F.Y. i.e. 31.03.2019) and the date when the
financial statements are approved by the
BoDon 10.06.2020, and not as on the date
of Audit Report. The compliance to this ind
A5, wheraver required have been ansured.

vl) Indian Accounting Standard (Ind AS) 113 Fair Value
Measurement

The Company has not made Fair Value of the assets and Liabilities
a5 on 31st March 2020, (Refer Mote Mo 2.46). The same is not in
line with the IND as 113 Fair Value Measurement which is
mandatory applicable to the company,

The Company had adopted the carrying
cost / value of all Habilities and assets as on
1t April 2015 and also on 1st April 2020, as
the fair value of the assets and liabilities
cannot be measured accurately due to the
uncertainty associated with the maturity
dates of such assets and liabilitles, belng
linked to completion of assets [
commissioning of the projects. Further, the
gxact date of completion of assets /
commissioning of tha projects can’t be
predicted due to various internal/external
factors. Hence Fair Value of the assets and
Liabilities can't be done.

wit) Indian Accounting Standard (Ind A5} 109 Financial
Instruments

The Company has not applied the Ind As 109 while disclasing the
Government Loan in the financial statements below market rate
Inberest and its impact on the profit and less and Balance sheet
hasnot besn disclozed in the financial statements.

This shall be complied from the FY, 2021-
2.

vifi) Indian Accounting Standard (Ind AS) 12 Income Tax

The Company has not followed the IND as in respect of Income
tax for calculating the deferred tax assets and Liabilides and its
accounting In the books of accounts. The same is also not in line
with note no 1.22 of the significant accounting policies adopted
by the company. No Iinformation In respect of the same has been
provided to us. In the absence of the information we are unable
to comment on the impact of the same on the Balance Sheet at
the dose of the year,

This shall be complied from the EY. 2021-
22,

ix} Indian Accounting Standard [ind AS) B Accounting Policies,
Changes in Accounting in Accounting Estimates and Errors

As reported by previous auditors, the Company has not applied
the Ind As B in relation to accounting of the Prior Period
Adjustments of errors while preparing the Financial Statements
as stated In the para 1.25 of the Significant Accounting Polickes of
the company,

This shall be complied from the EY. 2021-
il
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Observotions on the Fingncial Statements

Progerty Plant and Egulpment Note 2.1

I} We invite attention to Note No 2.55 wherein it is stated that
the Company is in possession of forest land at, Sainj HEP
Shongrong HEF, and Sawra Kuddu and no provision has been
made as the amount of lease has not been ascertained. In the
absance of information, we are unable to comment on the same.
This chservation was aiso reporied in previous year report.

The process of signing the Lease Deeds isin
progress. However, the provision for the
same has been booked on 31.03.20232.

) We lnvibte attention to Note no 2,64 where In the company
has not accounted for the cost of the Land and Buildings of HPSEB
Limited amounting to Rs Rs. 4,599 lakhs. In our Dpinion the
Property Plant and Equipment are understated to the extent of
ahove and correspondingly the other Curront Financial Liabilities
are also understated to the extent of above, The 5ain| HEP has
entered into agreement to lease out the [and from the above land
in possession to AFCONS Infrastructura Limited Lease
agreamentinthe month of September 20159 for four years

The properties are in the possession of the
Company by default. No final decision on
purchasing of cited land has been taken yet
at competent authority level and sale
deeds are also not executed between both
the parties 5o far. Hence no provision for
the liability in the Books of Accounts has
bean created.

fiily Reported by previous auditors the Renukaji HEP has
accounted for Rs 31,911 Lakh on account of compensation paid
far the land, The Himachal Pradesh Electricity Regulatory
Commission Hydro Generation Tarifl Regulation has provided that
the Depreciation @ 3_34% is levizble on submerged Land, The HP
CAG issued comment on the same In the Supplementary audit for
the year 2016-17

The Company has not Charged the depreciation as per the
comment issusd by the CAG. Thus the company has not charged
depreciation for the 2016-17 and 2017-138 amounting to Rs 3,300
lakhs (previous year Rs 2,200 lzkhs during the year under review.
In our opinion the Property Plant and Equlpment [ over stated
and Capital wark in Progress in understated to that extant.
Thiscould nat be explained to us by the management.

Az per management no depreciation is chargeable on freehold
land as reguired by HPERC & CERC.

As per HPERC Notification No.
HPERC/SLDC/479: regulations Part V,
dated 01,04,2011, vide Section 21, Clauss
A4 "Depreciation thall be calculated
annually, based on the Straight Lins=
Method and at the rates zpecified in
Appendix-Il, 1o these regulations. The
Value base for the purpose of depreciation
shall be original cost of the asset Land Is
not a depreciable asset and its cost shall be
excluded while computing 90% of the
priginal- cost 'of the asset.” and as per
Appendix |I, Regulation 22, Depreciation
Schedule, Land owned under Full
awnership is 0.00%.  In this respect the
CERC Regulations No.l-1/144/2013/CERC
dated 21.02.2014, related to (Terms and
Conditions of Tariff), may also be referred
please,

At Repuka]l HEP, HPPCL has
acquired/purchased 947.57 Hactares
private land and has full ownership. Hence,
it is opined that no depreciation s
applicable on this land. As far as
depreciation & 3.34% ks concerned, it is
applicable in case of Land under lease for
(a) lnvestment in land and {b) for cost of
clearing site.

Further, ifthe depreciation & 3.34% under
straight ling method isto be charged on the
submerged land [both under full
ownership and under leasehold), in this
context, it is submitted that, it is not clear
whether depreciation is to be charged
from the date of purchase/diversion of
such lands or from the date when It will be

submerged l.e. from date of
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commissioning of the project. It is, Turther
infermed that the cost of land which shall
get submerged was not finalized/ceased till
the finalization of the Annual Accounts,
due to ponding enhancement related
litigations before the Hon'ble Court.

{iw) The Renukaji HEP has paid Rs. 5,364 Lakhs on account of
compensation pald for trees and Structures, The CAG In thelr
supplementary audit repart for the year 2016-17 has commentad
that Rs. 785 Lakh has been less charged on the above and the
Property Plant and Equipment is overstated to the extant of above
and Capital Work In progress Is understated to that extent, The
Company has not accounted for the same in the financial
statements and no further details has been provided inrespect of
depreciation to be charged on the above. The Quallfication of the
CAG for the year 2016-17 has been considered in this report

In this regard it is submitted that the trees
and structures are also part of land
purchasedfacquired by HPPCL and as per
pabovementioned HPERC Motification No.
HPERC/SLDC/479 :- regulations Part V,
Section 22, Clause 4 the depreciation is not
applicable for the compensation paid.

{v) The Kashang unit has booked the cost of the training
expenses to the cost of the E and M works amounting to
Rs.68.91Lakh. The training expenses paid after the start of the
commercial operations has to be charged to the Revenue
Expenditure as the expenditure has not been incurred to bringing
the assets tothe working condition. Thus the E and M Worksare
ovorstated by Re.68.91Lakh during the year under roeview
expanditure ane understated to that

The cost of training expenses which were
earfler charged to EEM works during the
year under review amounting to Rs. 68.91
Lakhs, has now been rectified/freversed
and charged to revenue expenditure
during the FY 2020-21.

Capital Work In Progress 2.2
{1} We lnvite attention to Note No 2.70 where in it is stated that
the Court case has been fited by the Tass Mini Hydel Project in the
Hen'ble High Court of Himachal Pradesh against the Government
of Himachal Pradesh, The matter is still under litigation and may
have impact onthe Development of the Project.

Statement of fact. No comments requined.

(i} The Sain| Unit has paid Entry Tax amounting to Rs. 544 lakhs
from September 2010 to December 2016 to HCC Limited. As per
the Himachal Pradesh Entry Act 2010 the dealer paying the entry
tax it entithed to take the credit of the entry tax and adjust the
same with the Vat Liabitity of the Dealer which the dealer has
claimed in the Vat return filed by the contractor to the concerned
Assessing Authorities. Thus, the dealer was not entitled to claim
the entry tax which was ad|usted by dealer towards Its Vat Liability.
Thus CWIP Project Eléctro Mechanical works Is averstated to the
extent of Rs. 544 lakhs and other current assets are understated
to that extent, The HOC has gone Inbo court case and the armount is
of non recoverable nature as the amount s not recovered till
date.. Thus provision for the same s required and provisions are
understated to the extent of above.No action has been taken by
the management although repomed by previous year auditors

It shall be shown as recoverable from the
contractor and accordingly the asset value
shall be reduced, hence it is a transaction
of capltal nature and does not affect Profit
& Loss account, Furthar this amount shali
be recovered from the dues pavable to the
contractor on final settlement of payables
E recelvables of the contractor, a5 the final
settiement is still panding.

(i) Reported by previous auditors the Kashang Unit has
charged interest paid on PFC loan of Rs. 3,000 lakhs transferred
from HPSER at the time of transfer of assets and liabilities from
the HPSEB of the Kashang Unit to the Expenditure Under
Construction. It has baen abserved that st the Hme of transfer of
assets from Kashang Unit from HPSEB a sum af Rs. 1,392 lakhs has

During the Investigation stage, the
Kashang HEP Stage-l (65MW) was under
the administrative control of the HPSEB
Limited. The loan agréeement worth Rs
200.00 Crores was executed between
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been used for construction of Transmission Lines at Kashang HEP.
During the year 2010-11 the Kashang unit has transferred all cost
of the Transmission Lines amounting to Rs. 6,585 lakhs back to
the HPSEB Limited. Further it has been observed that at the time
of transfer of transmission lines the loan component of the PFC
utilised on the construction of Transmission lines has not been
transferred to the HPSER Limited and further a2 sum of Rs. 871
lakchs has been paid as interest on the above loan by the company
tiil 31st March 2017 to the PFC. Thus, a sum of Rs. 871 Lakhs is
recoverable from HPSEB Limited on account interest paid to PFC
on transmission fines transferred back to HPSER. In our opinicn
Property Plant and Equipment are overstated to the extent of Rs.
871 Lakhs and the other current assets are understated to the
extent of above. The observation is contipuing since 2016-17 and
the amount s not recovered till date hence a provision for the
same is required, Thus expenditure is understated to the extent of
abowe

HPSEB Limitad and Power Finance
Corporation Limited {PFC) for the
execution civil and transmission work of
the Kashang HEP Stage-1 (65 MW) and the
PFC released Rs 30.00 Crores during the FY
200304 as advance/ revolving fund to
HPSER Limited. Later on the project was
transferred ta HPPCL and assets and
[Eabilities

were taken over by HPPCL from
KKPCL/HPSEBL along with the loan from
PFC as per figures reconciled with HPSEB
on 08, 11.2012 The summary of the same
I3 as under;-
Total Expenditure incurred by HPSEB on
Kashang HEP Rs 1509436 Lakhs

Less: Expenses on Transmission Line of
IKHEP Rs, 658548 Lakhs Net Assets Taken
over by HPPCL Rs. B508.88 Lakhs Less Loan
Taken over (2850+848.70) by HFPCL Rs.
358,70 Lakhs Met Amount Payable to
HPSEBL Rs. 4810.1B Lakhs. Hence, the
Transmission Line 200KV DC from Kashang
ta Mathpa was not taken over by HPPCL
however the outstanding loan of PFC was
taken over by HPPCL at the time of merger,
which was further adjusted at the time of
Isswe of equity shares to HPSEE Limited.
Therefore, the liability of loan of PFC and
imterest accrued thereon after the merger
was to be borne by the HPPCL However, an
amount of Rs. 8.72 crore payable to
HPPTCL hias baen kapt withheld.

(iv) Apportionment of Corporate and SunderNagar (Design
Wing) Expanses to Renukaji Project

Reported by previous auditors the Company has apportioned 15 %
of the total expenditure of Corporate Dffice and Sunder Nagar
design office to Renukaji Project vide Managing Directors Office
Order Mote dated  10/11/2017 during the year under 2016-17. It
has been observed that during pravious yvear for Renukaji HEP
where only expenditure of 5% of the total cost of the Fixed Assets
and CWIP has been incurred by the company till the close of the
year on the project |15 % of the total expenditure of Corporate
Office and Sunder Nagar and rest has been allocated to the other
units in the proportion of capital expenditure incurred by the
remaining units, The above apportionment ratio has not been
approved by the Board of Directors of the company. The allocation
parcentage and ratio  adopted by the company is also not in
compliance to accounting policy of the company mentioned at
MNote no 1.6 (g) The Company has provided no justification for
approving the percentage of 15 % for allocation of corporate
office and Sunder Nagar expenditure to Renukaji HEP.

This has been done as per the decision of
the Management which was based on the
actual proportionate expenditure being
fncurred on Renukall DAM by Corporate
Dffice & Design Wing Sunder Nagar.

1




: 2 HIMACHAL PRADESH POWER CORPORATION LTD, ANMUAL REPORT 201192020

The Company has charged the following expenditure 1o the
Renukajl till 315t March 2018 and the same has already been
reported by us in the statutory audit reports for the year 2016-17
and 2017-18. The following are the details of the same.

up o 3dh -17 e 154400 fiai] =17
2087 1B 2 134,00 AT L
L 1,142 00

In our opinion the spportionment of expanditure to renukafl & 15% s
not justiflable and thus Rs, 2142Lakhs( Previous Year Rs. 1,948 Lakhj has
been excess allocated during the year 2016-2017 to the renukaji and
same has been leas allocated to other units. |

Thiz has resulted in less apportionment of the expenditure o the
generating unit i.e, Kashang Stage | and Sainj HEP and may affect the
depreciation charged during the year by the Kashang Stage | and Sain|
HEP: In the sbsence of the Information we are not able to comment on
the less amount of depreciation charged after COD period by the
Kashang Stage | and Sain] HEP

The Company during the vear under review has alsa adopted the same
method of apportioprnent and the following are the details of
eppropriations made during the year:-

Appropriations made up to 03rd January 2019

CWIP i Al

Rg=e of e Fa pr=stinge =1 Cimit Gt =

iy Likess
L] = 2l Lol Teial Cime Al alay]

Appropriations made after03rd January 2019 . prepared to change
this practice. The same practice has been followed during 2019-20

alkso, The Management is not ready to change this practice,

EWIP nlara fieme -
Hyquarsteay Fartacslage & Coort Sl Bed ot

e
Beinl Cost A wim el Bl i n

In our opinion the apportonment of expenditure to renukaji @ 15
% Is not Justifiable and thus Rs. 219 Lakhs has been excess
allocated during the year 2018-2019 to the renukaji and same has
been less allocated to other units. This has resulted in less
apportionment of the expenditure to the generating unit le.
Kashang Stage | and Sain] HEP and may affect the depreclation
charged during the year by the Kashang 5Stage | and Sainj HER. In
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the absence of the information we are not able to commant on the
less amount of depreciation  charged after COD period by the
Kashang Stage | and Salnj HEP

We Would further like to submit that no confirmations from the
participating states and the central government has been
provided to us for the inclusion of above expenditure towards the
east of the Project. In the absence of confirmations we are unable
comment on the recoverability of the expenditure from the
parmicipabing states and central government.

i | Non=Current Investment Maote 2.5

{1} We invite attention to Nobe No.2.45{1)., the Comipany has | Statement of facts, requires no comments.
made an investment of Rs. 337.50 Lac [previous year Rs.. 337.50
Lakhs} in the equity of Himachal EMTA Power Limited (HEPL)
whikch has been established as Comparny's jolnt venture with EMTA
for setting up a (2*250 MW) thermal power plant, The Company
has 50% equity participation in HEPL. The Government of India has
allotted coal block to Himachal EMTA Power Limited and ISW Steal
Limited for which snother Joint Venture has been made in the
Name of Gourangdih Coal Limited.

“The Hon'bie Supreme Court of India {SC) on 25/08/2014 and
24/08/2014 ordered that the allotment of the coal block made by
the screening committee of the Government of indio through the
government dispensation route are arbitrary and MNegol thus the
Gouragdlh Cool Block alfotted to Himachal EMTA Power Limited
ond JSW Steel Limited has been cancelled.”

yil) The Compary has made provision for doubtful mwestments | Statement of facts, reguires no comments.
amounting to Rs. 337,50 lakhs in the books of accounts
{iii} The company Independent auditors of Gourangdih Coal | Statement of facts, reguires no comments.
Limited raised concern in respect of preparing the Financial
Statements on the basis of Going Concern Concept and under
Historical Cost Convention due to deallocation of the Coal Blocks
by the decision of the Supreme Court during the year undar
FEVIEW,

{iv) We invite attention to: note 2,75 where in the | Statement of facts, reguires no comiments.
Enforcement Directorate has attached the assets of the Himachal
EMTA Private Limited amounting to Rs. 259 Lakh. The Directors
report of the Himachal EMTA Limited for the year 2018-19 stated
that the CBI has filed charge Sheet accussing the twio Directors of
the company 5h Ujjal Kumar Upadhaya and 5h Bikas Mukherji in
the matter partaining to the allocation of Gourangdih ABC coal
Block by misrepresentation of facts. The ED an the basls of the
Charge sheet filed has attached the assets of the Gourangdh Coal
Limited considering them to be proceeds of crime under
Prevention of money Laundering Act 2002 At present the case is
pending with the Supreme court of India against the attachment
order, No Disclosure of the same has been made in the notesto
FCCOUNts




ANNUAL REPORT 2019-20)

: i HIMACHAL PRADESH POWER CORPORATION LTD,

Cther Non-Current Financial Assets MNote .10

{ii The Chirgaon Unit is showing & sum of Rs 5 Lakhs as amount
paid to LAC for purchase of land. The accounting unit was
transferred from erstwhile Board (HPSEE]. The payment was
made by the LAD of the HPSEB and the land it in the name of
HPSEB, The unit was transferred from the erstwhile HPSEB and
the advance account of the LAD is being carried forward by the
unit as advance and the land Is In the possestion of the
Corporation. The Unit has not changed the name of the
ownership of the corporation in the révenue records nor has
adjusted the advance account. In our opinion the company is
entitied for Hile of the land once the award has been ordared by
the LAD and land legally vests with the company. Thus, Dther Non-
Current Financial Assets are overstated to the extent of above and
correspondingly the Property Plant and Eguipment is understated
tothe extent of above.

Statermnent of facts, requires no comments.

{iiy The Shangtong HEP, has paid As 44.06 Lakhs (previous year
Rz 44,07 Lakhs) to land owners for acquisition of land measuring
0.1702 hectare, for the project, at the time of mutation it is found
that the same [and was already pcquired by HPPWD.  The amount
Is doubtful for recovery as the amount has not been recovered
trom the land owners and a provision for the same |s required.

I our oplnion Other Mon-Current Financlal Assets is overstated to
the extent of above and consequently the expenditure is
understated tothe extent of above

The amount paid ks being recoverad from
the welfare grants and RER benefits
accruing to land holders against the
Welfare and RE&R Schemes. An amount of
Rs. 2,97 5685/ was recovered [/ adjusted
against the welfare grants payable to the
land owners as on 31.03.2022 and an
amountof Rs, 9,46, B00/- was recovered on
27.06.2022 and as on date Rs. 33,54,520/-
stands recoverable from the parties.

(i} {a) We invite attention to Note No 2.67 where in it is stated
that the amount recoverable from contractors includes a sum of
Rx. 11183 lakhs [prévious year Rs. 11214 lakhs) recoverable from
Coastal Projects on account of risk and cost. The contract with the
contractor was terminated in the year 2013 and the same was
awarded to M/s HCC Limited The amount paid to HEC Limited on
account extra cost has been shown as recoverable from Coastal
Projects. The: amount is doubtful of recovery from the Coastal
Projects as there is no agreement with the party to recover the
money as the contract with the party has already been terminated
since 2013. The Company has gone Into liquidation as the lender
banks of the contractor has filed lguidation petition with NCLT
and the amountis doubtful of recovery.

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

We suggest that the Management should take approval lrom the
BOD regarding charging of the amount recoverable from the
contractor to the * Main Civil works™ in case of the non recovery of
the amount due from the contractor at subseguent Board
Meeting. The same is required as per the requirement of IND AS
=0 that the above cost will become part of the cost to bring the
assets to location and condition necessary for it to be capable of
operating in the manner intended by the Management.

The recoverable amount is covered under
the ciaim raized by HPPCL of Rs. 33499
Lakhe and tll the fingl outcoma from the
NCLT. An amount of Rs.129.26 crore is
shown under provision for doubtful debts,
The current recoverable amount against
such risk & cost as on 31.03.2022 is Rs.
119,26 crore.

1207
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The company is not the secured creditors of the Coastal Projects
and the company has not shown to our verification any
documents insupport of thelr claim that the amount recoverable
from the coastal projects are fully secured and there s full
probability that the amount will be fully recovered in the near
Future.

in our opinfon as the amount s doubt Tull of recovery necessary
provision should be made in the books of accounts, Thus; Other
MNon-Current Financial Asssis are overstated o the extent-of
above and Capital work in progress- are understated to the sxtent
of above,

(b) Reported by previous auditors the unit has nol charged the
GST on the amount of the amount of Rs. 3,287 Lakh charged tothe
Coastal Projects on account of Risk and Award Cost charged Lo the
contractor. Thus G5T amounting to Rs. 592 Lakh has not been
charged on the above on account of relmbursement of expanses
and liabilityis understated to the extent of above.

As the amount recowerabie is conkbingent,
no GST has been levied on it. Further the
G5T, IF leviable, shall be recoversd from
M/s Coastal Projects, hence is not
Corporations expense. Further baing part
of the capitai expenditure, if the amount
charged to M/s Coastal Projects, does not
realise, the same shall be capitalised.

el  ThaCompany has debited the amount of service tax payable
by the company amounting to Rs. 65,30 Lakh to the service tax
authorities and the same has been paid by the company in its own
service tax number under the Viswas se Vivad Scheme. The
Liability of payment of the service tax was of the company inthe
pre GST period which was Charged from the HCC on account of
Rent Charges of use of Machinery of the Coastal Projects by the
HCC, The Amount was credited to the Costal Projocts without
depositing the service tax from the rent credited to the Coastal
Projects, Thus the services aré covered Under Principal agent
relationship and GST has to ba charged on the same and a sum of
Rs. 11.70 Lakh 15 to be paid a5 G5T on the above, The LiabHity is
understated to the extent of above.,

Sarme as abowve,

d)  Furtherthe Company hos filed a claim of Rs. 40,736.90 Lakhs
Inclusive of interest with the NCLT against the Coastal Projects
Limited as the contractor company has gone into liquidation which
iz in the nature of Contingent Assets and same has been disclosed
as Contingent Assets as per Note 2.37. The Offical Liguidator has
not accepted the clalm of the company stating the reason that the
matter is pending with the Hon'ble High Court of Himachal
Pradesh.

This aobservation has been settled
subsequently in the supplementary Audit
by the C & AG.

(W) Weinvite attention to Note No 2.61 where in it is stated that
the company has not made a provision for Rs. 10324 lakhs
(Previous Year Rs 103,24 Lakhs) recoverable from Gammon India
since 2013  through Directorate of Energy. The amount has to be
recovered along with interest of 10 % per annum. The amount has
not been recovered bl the date of audit and the same s doubtful
of recovery hence provision for doubtful advance is required. In
our gpinion the Mon-Current Financial Assets are overstated to the
extent of above and Expenditure are understated to the extent of
above.

The amount shown as recoverable can't be
declared as doubtful as the Directorate of

Energy Is rigorously pursuing the matter
with proponent wide . latest letter dt.
10.06.2022 for re-imbursing the amount to
HPPCL
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[v) The Renukaji HEP has deposited Rs, 186.42 Lakh with
HPSEB for deposit work, The HPSER has fully utilised the advance
and given the Utlisation certificate to the company. However the
company has not capitalised the assets. In our opinion the other
Non-Current Financial Assets are overstated to the extent of
above and Capital work in progress is understated to the extent
of above.

Against the total advance of Rs. Re.186.42
Lacs, (given in two instalments) to HPSEBL,
for laying constructon power and
transmission lines, has been fully utilised
by the HPSEBL for various works assigned
to them, as per the Utilisation Certificate
submitted to that effect by HPSEBL.
Adjustment of advanca is pending in Books
of Accounts due toworks executed are still
belng verified by project authorities [as
intimated vide UC).The assets will be
capitalized after the verificaton from
HPSERL.

vl) Grant Receivable : in case of Gyspa HEP ,we invite attention
to Note No 2,63 where in it s stated that company s showing Rs.
608 lakhs (previous year Rs. GOB lakhs) as recoverable grant from
the Central Government on account DPR and Investigation
Expenses. The Government of india has approved Rs. 1,250 Lakhs
for survey and investigation of the project and paid Rs. 500 Lakhs
as advance and the rest of the amount iz to be paid on the
submission of the DPR. The work of the DPR s not completed since
2012 due to sustained opposition to the project by local people.
The Central Government has stayed the further payment of the
grant untll the submission of the DPR. The grant recoverable
shown is not as per para 7 and 8 of the Indian Accounting Standard
{Ind as} 20 Accounting for Government Grants and Disclosures
thereof which stakes that: -
7 Government grants, including non-monetary grants at fair
value, shall not be recognised until there s reasonable assurance
that!
{a) the entity will comply with the conditions attaching to

them; and

(b) thegrantswill be received,
8 A government grant is not recognised until there is
reasonable assurance that the entity will comply with the
conditions attaching to it, and that the entity will comply with
conditions attaching to it , and that the grant will be received
Recelpt of agrant does not of itself provide conclusive evidence
that the conditions attaching to the grant have been or will be
fulfilled.”
The grant recoverable is not as per the applicable IND as 20 and
the contention of the company is that as the project is of National
importance and the concerned ministry is continuously pursulng
the matter with the State Government and directing the company
to take appropriate action to resolve the issue with the affected
families so that the survey investigation work may be completed at
the earliest, In our opinion the continuous monitoring of the
project by the ministry and the Central Government and further
directions 1o resolve the issue with effected families at the earliest
is-a sufficient compliance for the condition attached to the grant as
per the requirement of IND as 20,

Statement of facts, requires no comments.
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[vii)  The Shongtong unit is showing following advances ta the

contractors the recoverability of the same s dependent on the
completion of the project and the same has not been discounted
and shown as per the fair value as reguired by IND AS 113, In the
absence of information, we are unable to comment on the same
{Please also refer Note 2.46). The following are detalls of the
advances

The recovery of Mobilization advance as
per contract agreement PCC Clause No.
14.2, wherein deduction of mobilization
advance started from the IPC following the
total of all IPC certified to contractor has
reached to 30% of the Contractor price as
such the amount of Rs. 1696.61 Lakh ona/c
of Mobilization advance is recoverad from
M/s PEL on 31,03.2022, The balance
payment will be recovered from the
subsequent IPCs till the complete recovery,
which shall be completely repaid prior to
time when 90% of the contract price has
been certified for payment.

The advance given to M/s AHPL is
adjusted/ recovered from the Invoices, An
amount of Rs. 2189.03 Lakh on a/c of
Mobilization advance s recovered from
M/s AHPL upto 31,03.2022. The balance
amount Rs, 1381.09 will be recovered /
adjusted as and when Involces of works
executed are certified for payment to the
contractor  Discounting can’t be done at
this stage as the actual date of 50% o the
work execution is not ascertainable.

{viii}] The Shongtong unit has given advance offs.20 Lakh
(Previous Year Rs. 70 lakhs) to IPH Khwangl for irrigation scheme
and the same has not been charged to expenditure during
construction, In our opinion tha Non-Current Financlal Assets are
overstated 1o the extent of above and CWIP are understated to the

extent of above.

At present an amount of Bs, 20 lakh stands
as balance amount of advance to IPH and
efforts are being made to obtain the UC. As
the work |5 still belng executed, hence
advance can't be settled at this stage.

{ix] The Shongtong unit is showing advance of Rs. 35,49 Lakh
{Previous Year Rs. 154 lakhs} to HPSEB ason 31t March 2020 and
as the advance will not be recovered from the agendces and agsets
are being used by the corporation the same should be capitalised,
In our opinion the Non-Current Financial Assets are overstated to
the extent of Rs. 35.49 lakhs and CWIP are understated to the
extent of above.

Dut of Rs. 35.49 Lakh, Rs. 10,73,470/- has
been adjusted as on 31,/3/2022 and out of
the balance amount fs.24,75,690/- UC of
Rs.21,57,840/- has been received. Thus
after recelving the UC of complete/balance
amount, advance shall be fully adjusted in
the FY 200 3-23,

]  The Sawra Kuddu HEP is showing a sum of Rs. 485 lakhs (Rs.
714 lakhs)} as Deposit Work Paid which has not been capitalised for
want of utilisation certificates from the executing agencies. 4s the
advance will not be recovered from the agencies and assets are
being used by the corporation the same should be capitafisad. In
our opinion the Non-Current Financial Assets are overstated to the
extent of Rs, 485 lakhs and OMIP are understated to the extent of
above

The said deposit wark has been capitalized
and Re. B6,463/- only remains outstanding
for the want of UC and will be adjusted in
the Fy 2022-23.

{xi} The Chanju lil has not capitalised the advance to HPPTCL for
desigh and survey work amounting to Rs. 17 lakhs for want of
utifization certificate.

100 % advance payment against the
depasit work for carrying out preliminary
detalled survey alongwith preparation of
Forest clearance cases and PTCC cases for

the eanstruchon af 132KV DFC
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Transmission lines from Chanju-Ill HEP to
Chanju—| in district Chamba of H.P. Work is
in progress and advance issued to HPPTCL
will be adjusted only after the completion
of the work.

{xil} The Deothal Chanju has not capitalised the advance o
HPPTCL for design and survey work amounting to Rs 13.00 lakhs
for want of ubilisation certificate.

100 % advance payment agalnst the
deposit wark for carrying out preliminary/
detalled survey alongwith preparation of
Forest clearance cases and FTCC cases for
the construction of 132KV DJC
Tranzmission lines from Chanju-ll HEP to
Chanju=| in district Chamba of H.P. Work is
In'progress and advance issued to HPPTCL
will be adjusted only after the completion
of the work,

[will] The Szin) unit has paid Rs. 50 Lakh to HP Fisheries
Department but the expenditure has not been booked. The
Advance I not of recoverable nature and should have been
capitalised Thus the Other Non Current Assets are overstated to
the extant of above. Utilisation certificate recelved on
17/07/2021,

The advance has already been settled as
per the Uiilisation certificate received,

[xiv} The Sainj unit has paid Rs. 10 Lakh to State Pollution
Department but the expenditure has not been booked. The
Advance & not of recoverable nature and should have been
capitalised Thus the Other Non Current Assets are overstated to
the extant of above,

HPSPCE has submitted the ubilization
certificate (UC) and now UC for an amount
of Rs. 3,624/« k& required, which will be
utilized inthe FY 2022-23

(xv) The Sainj unit has shownRs. 9 Lakh as recoverable from DOE
an account of LADF charges paid on Infirm Power. The amount is
not recovered til date and provision for the same s reguired,
Thus the Other Non Current Assets are overstated to the extant of
above and expenditure s understated to thatextant.

Mecessary correspondence in this respect
is being done with Directorate of Energy.
The amount shall be settled accordingly.
Further the amount pertains to infirm sale
and shall affect the capital value of assets;
hence does not affect Profit & Loss
Account.

[xvi]  The Sain unit has shown Rs. 13 1Lakh(Previows year Rs.71
Lakh ) as interest recoverable from HCC on account of advance
glven against retention money . The Party has not repaid the
amount of advance and nor the interest on the same has been
paid back hence provision for the same 15 required. Thus the
Other Non Current Assets ara overstated to the extant of above
and expenditureisunderstated tothatextant,

The amount stands recoversd from the
contractor as on 01.03.2022 and now only
Rs. 6.63 lakhs stands recoverable,

[xvii) The Sainj unit has booked advance to HPSEB amounting to
Rs. 5,29 Lakh which s of non recoverable nature and should have
been charged to the CWIP. Thus Current advances has been
overstated o the extant of above a1 the gmount has not been
recaverad and adjusted till date,

5, E¥ecutive Engineer Division HPSEBL,
Thalout has been requested to submit the
utilization certificate of deposited fund (Rs.
5.29 Lakh Only} wide this office leiter No.
HPPCL/SHEP/SM(B/HM)/Gen/2020-21-
338-339 dated 11.09.2020 followed by a
reminder of even No. 458-59 dated
17.10.2020 and letter No. 296-38 dt.
29,08.2022. It can be settied only on
recatnt of UC.
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{xviil}  The Sainj unit has booked advance to XEN IPH amounting
to Rs. 4.65 Lakh which is of non recoverable nature and shouwld
have been charged to the CWIP. Thus Current advances has been
overtlatad ta the sstent of above a0 the amaunt has not been
recovered and adjusted till date

H-En, Jal Shakti Department, Division-ll
Kullu at Bhunter has been requested to
start the work at the earfiest for which Rs.
4,65 lakh has already been deposited vide
this office letter No. HPFCL/
SHEP/SM{B/HM) / Gen/ 2020-21-336-337
dated 11.09.2020 followed by a reminder
file of even No.462-63 dated 17.10.2020
and letter No. 293-95 dt. 29,08,2022. It can
be settled only onreceipt of UC

[xlx) The Sawra Kuddu Unit has debited Rs. 41 lakhs to Patel
Engineering on account of Risk and award cost of the work done
during the year 2017-18. The contractor has not pald the amount
till date. Thus Provision for non recoverability of amount is
required, .Thus Other non-current Assets ane overstated to that
extant

The £aid amount is shown as recoverahis
from M/s PEL and now the sald case of
recovery s subjudice at Honble High Court
of HP, hence can’t be shown as doubtiul at
this stage

]  The Sawra Kuddu Unit has shown a Sum of Rs. 661Lakh as
amaunt recoverable on acoount interest and penalfty on entry Tax
and provision for the same has been shown as provision for
expenses by the unit . The Company has settled the same inthe H
P{ Legacy Case Resolution ) scheme 2019 for Rs: 67.92 Lakh as final
settlement fees. Thus Other non Current Assets are overstated
to that extent of Rs. 597,08 Lakh and similarly the provision for
expenses are overstated to that extant.

The prowision has been reversed and
settlement amount stonds recoverad from
the withheld amounts of the contractor
(M/s AHPL) ason 31.03.2022.

pexi) The Chanju Il has not capitalised the amount of Rs, 187Lakh
paid to HPSEBL.as the work has not besn completed.

100 % advance payment for strengthening
of existing Power Supply Lines, has been
released to HPSEBL against the deposit
work estimate submitted by HPSEBL. This
work is In progress. HPSEBL will issue
Utllization Certificate after completion of
work and advance will be adjusted after
completion ofwork.

{xxii}) The Deothal Chanju has not capitalised the amount of Rs.
187lakh paid to HPSEBL ,as the work has not been complated.

100 % advance payment for strengthening
of existing Power Supply Lines, has been
released to HPSEBL against the deposit
work estimate submitted by HPSEBL. This
work |8 in progress. HPSEBL will issue
itilization Certificate after completion of
work and advance will be adjusted after
completion of work,

Imventory Note 2.11

Reported by previous suditors the Kashang Stage 1 Unit s
5 the following inventorios at the clase af the ye
: el s i
: 'k
- 11.'.1:;\- IBGOSE ™ |, g og an 4y mﬁn%
: enngusior | 1 Fraim

The Item from srno 1 to 5 amounting to As. 19.41 Lakh has to be
shown at Net Realisable Value and the necessary provision of

The Item from 5r No. 1 to 5: The valuation
of Inventory ftem at sr MNo. 1 to 5 (5
presently at cost of acquisition, however
any change required in the valuation
method as per audit observation s the
matter of change in policy which required
the approval of competent authority,

The item at 5S¢ No. 6 : The Needle Tips &
Seat Ring is & mandatory spare for Turbine
of the machine and one or twao set of the
same are kept as extra for Immediate
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ohsolescence has to be made. No information in respect of the
same has been provided 1o s,

The item at 5r no & Is spare of the Turbine and has be shown under
Property Plant and Equipment’s& as such should be depreciated
along with the plant.

Thus Inventory is overstated to the extent of Rs. 16.60 Lakh and
property Plant and Eguipment's is understated to the extent of
above.

replacemant to avoid generation loss in
case of the erosion of the already instalied
component. This spare Is required to be
replaced every year due to s erosion
during the monsoon season resulting from
heavy siit inflows. Therefore the uses
period and future economic benefit
derived from spare part are limited only up
to one period and according to ind AS 16,
The spares parts, stand-by equipment and
servicing egquipment qualify as Property,
Plant and Equipment when an enfity
expects fo use them over the period of
more than one year. Hence the spares
available to use in store does not gualify
the condition to be shown under Property,
Plant and Equipment’s.

Trede Receivables Note 2,12
Trade recelvablas are subject to confirmation & reconclliabion,
concerning HPSEBL

Reconcillation, with HPSEBL regarding the
amount payable and receivable in under
PrOCess.

Othes Curment Assets Note 2,18

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

Same reply as above Point 4 [xix).

Man-Current Dther Financial Liabilides Note 2.21
(1] Long Term Borrowings

The Campany has taken loan from the State Government
for constroction of Hydro projects. The Company has not paid the
Instalment and interest on the State Government loans, The State
Government has provided deferment of loan and interest for the
amount accrued up to January 017 tllFY 2018-19, The instalment
interest due after January 2017 1ill the close of the year has not
been pald by the company to the state Government. We Invite
attention to Mote 2.71where in the Company has made the
reguest for the deferment of Instalment and loan to State
Government, The State Government has given has not accepted
the request and has granted the deferment for the year 2020-21
till the year 2021-232,
In our opinion the Company has defaulted in payment of
Instalments and interest to the state government which Is holding
31.63%([Previous Year 28,53 %) of the equity. However there is no
other default In payment of loan and Interest to any other
Financial institutions/Banks. The Company has not complied with
Reguirements of the IND AS 20 Accounting of the Governmeant
Grant which states that the any concassion from the government
shodld be added as addition to the cost and should be credited to
the revenue,

The Govt. of H.P has allowed deferment of
repayment of loan and interest tif 2020-21
vide GoHP letter dated 30.10.2021.
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[} The loan to the company was sanctoned by the Central
Government to the State Government a5 90 % grant and 10 % loan
basiz has been further advanced o the company as 100 percent
loan which was sanctioned to the state government under Clean
energy program. The Funding of the Grant to 5tate Government as
Loan to the Company has increased the financial cost Liability on
account of interest payable to the State Government. This will
increase the cost per unit of the generation of power and will not
be recovered from the consumer and have to be borme by the
company. The charging of the Interest will not make the company
profitable as it constitutes 40% to 45% of the revenue cost and the
company has not pald the interest to the state government even
after four units are commissioned and the company [s pursuing for
the deferment of principal and interest till 2024 and in earlier year
also the deferment has been granted by the State Government,
The CAG has also raised concern over the same in their report and
suggested that the matter be taken up with the state government
toget the benefit of the Govt of India Policies.

The matter of channelling of grant partion
of the financial assistance by GoHP as loan
to HPPCL has already been raised by CAG as
pofnted out in this Para contents. The reply
of the management of HPPCL has been
submitted, On similar lines, it |s again
submitted that it is a policy matter of GoHP
and the entire equity in HPPCL i also
invested by the GoHP and, therefore, it is
the policy matter of the State Government
to transfer funds to HPPCL as loan or
otherwise.

L) The Lang-term Liabilites includes EMD, Retention Money
and Security Deposits pending since inception of projects and the
same has not been paid 1l the close of the year The Internal
control in réespect of them is very weak and should be
strengthened and the labilities should be assessed at fresh and
should be charged to revenue in appropriate cases,

EMD, Retention Money and Security
Deposits ete, are being released to the
contractors, only. after the verifications
from the Enginesr-in-Charge [EIC),

Non-Current Liabilites Provisions Note 2.23

{1 For Company Employees

Ve invite attention to note 1.20 and 2.40 where in the policy
adopted for employees benefit and accounting in respect of the
same has been disclosed, The Above policy 15 not In compliance
with the Ind AS 19 Employees Cost in relation to Post Employment
defined Benefits plan in the matter of its recognitton and
measurement. In the absence of Infarmation, we are unable to
comment on the same of its impact in the balance sheet and profit
and Loss Account. Neither any palicy has been taken nor any trust
has been made for the same.

Adequate provisicns have bean created as
per the defined Gratuity and Leave
Encashment Plans, adopted by the
Corporation. However, actuarial valuation
of retirement benefits of Corporation
smployees has been done wef FEY 2020-
2L

(i For HPSEB Employees
The provision for leave encashment Hability, gratuity labifity and

pension Liability of HPSER employees has been calculated based
on formula adopted by HPSEB Limited. The Liability provided for is
subject to the confirmation from HPSEE Limited.
In the absence of information and confirmation from HPSEB
Limited we are unable to comment on the effect of the sameon
the financial statements at the dose of the year,

Calculation and booking of such liabilities is
based on the methodology devised by
State/Central Govt. and on terms &
conditions accepted by both the parties.

fill  The company has created Hability for Gratuity & Leave
encashment without any actuarial valuation.

Actuarial valuation of retirement benofits
ol Corporation emploveess has been done
w.e.fFY2020-21.

Diher Mon-Current LiabifitHes Note 2.24

a) Utilised Grant Renula fi

i The Company has incurred following expenditure on the
Renukajl project ol 31st March 2020,

Funds/grants receivable as on 31.03.2020
asworked outare Rs. 733,73,9662 .35/- and
entry in this regard has been made in the
books of account.
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B st Mg 2019

[ Grantiieceived Lo L
heT E ;

There is a shortfall of grants received B expenditure incurred Rs,
189.21 lakh [previous year shortfall of expenditure to the tune of

Rs. 15,557 Lakhs). In absence of information we are not able to
comment on the same.

IR ]

Cumukative fundsfgrants received up to
31.03.2021 is Rs. 710,886,79,755/-and up to
31.03.2020 |5 Rs. 689,52.79,755/-, During
this FY 2020-21, Rs. 5 Cr, and Rs. 16.34 Cr.
has been received from Gove of HP and
Govt of Haryana.

[i1) We invite attention to para 2 (vi) of previous year audit
repori regarding allocation of expenses to Renukaji HEP wherein
its stated that the allocation of expenditure of Corporate office
and Sundarnagar Design office to the unit has not been confirmed
f approved by the participating states and the central government.
In the absence of confirmation and approvals we are unable to
comment on the apportionment of expenditure charged to the
Renukaji HEP. The company has allocated Rs. 2,870 lakh { previous
year Ra, 2456 takhs) as share of corporate office and design wing
expenses to the Renukaji HEP for current year viz 31st March 2020,
In our opinign the amount recoverable from participating states
will be reduced by Rs. 2,870 lakh | previous year Rs. 2456 lakhs)
givenin abowve para.

The Company s earning interest on the surplus Tunds of Remuka]i
at Corporate Office by investing the same in short term Fied
Deposits.The interest aarned on the same has not been shown as
addition to the Grant nor the same has been reduced from the
incidental expenditure during construction period  of the unit.
The above practice s not In line with the significant accounting
palicy adopted by the company (refer Note 1.16). In the absence
of information, we are unable to comment of the effect of the
same on the Financial Statements. However, as informed to us no
interest was earned during the year, a5 the Company |5 doing
funding of expenses out of its own resources,

The proportionate expenditure of
Corporate office and Design Office has
been allocated on the basis of expenditure
being incurred by HPPCL on Renukali HEP.
As such expenditure shall form part of the
total funds agreed to be provided by Gol
and beneficiary 5tates, hence prior
approval of booking of every expenditure
being incurrad in Renuka Ji DAM is not
required, Further, keeping in view that a
major porton of the funds required for
construction of Dam shall come from
Central Gowt. and only 10% of the funds
required shall be contributed by
bensficiary states, hence beneficiary wise
booking of expenditure 5 not regulred.

|11

Current Liabilities Other Financial Liabilites Note 2,76

(If  The Liability on account of Retention Money, Security
Deposit and dues payable to Contractors and suppliers are subject
to Confirmation. In the absence of Information, we are unable to
cammant on It effect on assets and labilites,

Current Liabilities on account of Retention
maney, Contractor and Suppliers dues
payable are being cleared on regular basis
and Porfion of Security deposits also
released to vendors time to tme and the
matter has also been taken up with
concerned offices for releasing the
pending security deposited. Confirmations
of Balance payable as on 31st March 2020,
were sought from respective Contractors/
Govt. Departments. Based on the
confirmations recelved/not received, the
liabilities have been shown in Books of
Aceoiints,
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(i}  The different units of the company are showing separately
the amount payable and recoverable from HPSEB Limited. No
Confirmation from the HPSEB Limited has been provided to us for
the amount payable and recoverable. In our opinion only one
account of the HSPEB Limited should be maintained and net
balance of recoverable or payable should be shown in the financial
Siatements.

Mast of the amounts under Payable and
Receivable heads, pertaining to HPSEBL
have bean settled. In casa of remaining
pending entries necessary reconciliation is
being done and the accounts shall be
settled accordingly

(i) The Other Current Liabilities includes EMD, Retention
Money and Security Depaosits pending since inception of projects
gnd the same has not been pald till the close of the year. The
Internal control In respect of them is very weak and should be
strengthened and the liabilitias should be assessed at fresh and
should be charged to revenue in appropriate cases.

The liabllities against EMD, Retention
Money, Security Deposit and other dues
payable are released 1o the Contractors
pnly after claims are submitted to the
concerned Engineering-in-charge (EIC) for
its werification.

flvl The Cther Financial Current Liabllitkes IncludesRs.75.87
fakhs | Previous Year Rs. 74.22 lakhs) as unclaimed money on
account of payables, retention, security and other payables to the
contractors. The amount has been shown under this hisad because
the persons to whom amount is payable is not traceable. In our
opinion the other current financial labilites are overstated to the
extent of above and necessary provision for amount written back
should be provided.

Decislon in this regard Is dnder
consideration of the Management.

v} The Swara Kuddu unit has made a provision for CAT Plan
Expenses on Ddth January 2016 amounting to Rz 68 |akhs. The
Unit has informed us that the amount has not been paid as the
previous utilisaton certificates has not been provided by the
Forest Department, In our opinion the amount is of the nature of
withheld amount and should be shewn under the head Non-
Current Financial Llabilites, Thus, current Liabilites are
overstated to the extent ol abowe.

The amount s of the nature of currant
liability a5 same shall be released on
receipt of utilizatton certificate of the
previously paid amount.

(v} The Corporate Office has not made the provision far
demand raised by the PF Commissioner for the period 092008 to
D&/2011 on account of PF contributions of Unregistered
Contractors amaunting to Rs.189 Lakhs on 02nd August 2018
refer Note 2.59).. Thus, current liabilities are understated to the
extent of above

Matter being sub-judice, has been shown
under contingent liabilites under Note on
Accounts No.2.63. Hence does not affect P
& L Account.

{vil) Local Area Development Fund; -

We Invite attention to Mote2 65 where in the company has not
made any provision of amount payable to LADA fund on account of
increase in cost of the Projects 2% final cost determination of
commissioned projects s under process.

in case of Sainj HEP provision of the
kalance amount LADA has been made in
the books of accounts in the EY 2019-20, In
tase of S5awra Kuddu & Kashang Stage-il &
Ill, amount payable against LADF have
been deposited regularly, Due to ongolng
works at project ends and final project cost
not yet arrived at, hence the exact amount
of final instalment ks not determinable at
this stage. The marginal smounts,
remaining to be deposited are subject to
further sdjustments and shall be
accordingly provided/ released.

{vill) Reported by previous auditors the Kashang Unit  has not
Charged G5T on the Liquidation Charges amounting 1o Rs. 534,42

GST Act 2017 came into force weef 15t July
2017 and the Liguidation Charges pertains
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lakhs on Rs. 2,969 Lakh charged from HCC. The Company has not
shown the Liability under GST returns filed during the year under
review nor the same has been charged to the contractor . The
observation was also reported in the previous year also. Thus the
current liabilites and understated to that extant and other non -
current assets is also understated to that extant

to Prie-G5T period and were recorded in
the books of Accounts in the FY 2016-17
vide SAP Document No. 113550 dated
31.03.2017, hence the GST was not
applicable on the date of transaction and
accordingly no G5T was charged on LD
Charges. Further, this has not been
reported in the GST Audit Report by the
GST Auditors,

{ix] Reported by previous auditors we invite attention to note
270 where the Corporate Dffice has shown Rs. 500 Lakh as
amount payable to the Kisahau Corporation Limited on account
Equity Contribution of the State Government for the seed Money,
No Confirmation from the Kisahu Corporation Limited and
directions from the State Government to keep the money with
company has been provided to us for verification. in the absence
of information we are unable to comment on the same.

A sum of Rs. 5,00 Crore was received from
GoHP on account of Equity Contribution
towards Kishau Dam Project. In this regard,
# sum of Rs. 0.75 Crore. The managemendt
of HPPCL decided to contribute the dus
amount towards KCL on account of Equity
Contribution of GoHP only after UIVNL
deposits thelr respectve share.
Subsequently, upon recelpts of
instructions and corresponding
approval(s) from the authorities the due
sum was raleased In parts to KCL on
02.12.2020.16.07.2021 & 07.10.2021, and
gz on date, entire due amount stands
remitted to KCL.

[x} As reported by previous auditors the Renukaji HEP has
shiown the amowent recovered from-LAD amounting to Rs. 1600
Lakh as amount payable to Governmant Agencies . The HEP at the
time of advancement to LAD has shown the same as part of land
expenses. The amount recovered back has to be reduced from the
Land Expenses. Thus Current Liabilities. are overstated to the
extent of above and similarty the kand expenses are overstated {o
that extent.Could not be explained to us except payment of RsS Cr
to LA,

The provision for Land Expenses. of Rs
18,849 Lacs against which the demand has
already been deposited with the High
Court which is shown as part of Land
expenses under Property Plant and
Machinery has been adjusted in the FY
2019-20.

[x[} The Sawra Kuddu HEP haz transferred [and measuring
0.9224 hectare to the HPTCL for the construction of 220 KV
switching Station at Hatkot, The Company has received Rs. 916
Lakh as cost towards the cost of land In the manth of November
201E, The comparny has handed over the pessession of the land to
the HPTCL but has shown the amount as advance from the
customers and the sale deed for the same has not been executed
sofar, Inour opinion the advance has to be adjusted with the cost
of the land and the deposit with the court. Thus current lisbilities
are overstated to the extent of Rs 916 Lakh. Pending exécution of
transter deed cannot be credited toland.

The amount recelved fram HPPTCL &
equivalent to the awarded amount and the
deposits made in High Court, The rate of
land will vary now, as per the latest orders
of the Hon'ble High Court. Further in the
absence of 5ale deed / agreement, final
consideration and terms and conditions of
the handed over land cannal be
azscertained, Hence, amount has been
shown as advance from HPPTCL and shall
be settled Indue course of time.

[xfi] The Sain] Unit has shown'a sum of Rs. 519 Lakh as amotint
payable to Voith Hydro. The HEP has not provided to us the details
Inrespect of the same  and nor any confirmation from the supplier
has been provided. The Amount is payable since 2017 and the
same has not been paid till the date of the audit, Thus the liabilities
are overstated to the axtent of above

The reconciliation of theé accounts In
respect of E&M package of Salnj HEP &5 in
progress. All the pending dues payable to
M/s VHN shall be settled while carrying out
the fimal settiement.
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Ganeration & Sale of Power
(] Note no 2,56 The company is showing only net sale instoad
of gross sale,

Sale of poveer entries have been taken into
books as per instruction issued by Sof
department vide lefter No. HPPCL/SoP/
13%FP/Kasharmg HEPS2017-9731-38 dated
24.07.2018. As per ibid letter HPPCL is
entitled for selling only 87% of the power
and 13% Royalty Power of GoHP has to be
provided in the shape of free power [free
of Cost) at Bus bar of the project.
Therefore, accounting of revenue
generated from sale of 87% of Power
including UI/D5SM et Is to be accounted
for in the Books of Accounts. Further,
during-the FY. 201B-19, the power
penerated was sold In energy  exchangs
directly. As the portion of free power
E13% was not remitted to Corporation
and nan-avallability of exact figure of free
power given to State Govt. and to LADF, the
amount booked under sale of power is net
of such free power. Disclosure under Note
Para 2.56 refers.

(i}  TheBeradol Solar Power unit while fixing the tariff rate has
adopted HPREC AD benefit Rate of Rs. 4.31 per unit while
approving the Tariff Rate with HPSEB. The Corporation is not
availing the advance deprecation benefit this Tariff rate of Rs. 4.79
per unit is applicable to the corporation. Thus Sale of power s
understated to the extent of Rs. 10.36 Lakh.

The necessary entries of advance
depreciation regquired will 'be taken in
boaoks of accounts from the date of Cab,

L&,

Apportionment of Expenditure and Income of Corporate Office
and Sundar Nogar

(1 Expenditure of Corporate Office and Sunder Nagar

It has been observed that at the time of apportionment of
expenditure of Corporate office and Design Office the net
expenditure incurred during the year has been apportioned in the
ratio of 278:87 from Dist April 2018 to 03rd January 2019 and 4th
fanuary 2019 to 315t March 2019, (refer Significant Accounting
Policyno 1.6gand Mote no2.57cj). The above apportionment is
not in line with the accounting policy referred in note 1.6 g which
states that the “The Expenditure of Corporate office and
Sundernagar design office is allocated to different accounting
units on systematic basis.”,

In our opinfon the expenditure and Income should have been
apportioned separately on actual basis between the pre and post
cod period to different units, The Adoption of wrong method of
apportonment may effect the allocation of cost to different units
and the effect on its deprecation after commissioning of the
projects. In the absence of Information we are nable to commient
o the same.

Keeping Iin view practicability, the
allocation has been donhe accordingly. The
methodology has been disclosed in the
MNotes on Accounts No. 2.57(c).

{il} Incomeof Corporate Office and Sundernagar
It has been observed that the income of the corporate office
rmalnly consists of the Interest earned on Foeed deposits by making

The allocation of interest éarmed on short
term bank deposits (made out of Idle
funds) have been allocated on the basis of
the approved practice,
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short term investments of the following funds: -
- Funds received for Equity
- Funds for Renukaji Project
- Imp rest Funds for ADB Funded Projects State Govt
Loan
- Interest on Funds With LAD
The Company has slocated income to various projects on the
basis of allocation of expenditure to different units as per
accounting policy of the company during the year
Similarly, expenditure has been allocated alongwith HO to other
units.

{iii) Apportionment of Expenses of Corporata Office and
Sundemnagar Design Office

The gualification of previous year auditors on apportionment
stands for thisyear also.

Same as abowa,

15

Provision for Income Tax

We invite attention to Mote Mo 2.66 where in no provision has
been made by the company for income tax during the year under
review,

We also invite attention to note 2.53 where in the cases for eariler
years are pending with different authorittes and the cutcome of
which are uncartain and may affect the amount shown as Deposits
with Income Tax authorites Bs, B.874.50 lakhs [Prévious Year Rs,
8,874.50 lakhs [refer note 2,10).In view of the uncertainly involved
and the matter is subjudice we are unable to comment on the
recaverability of the above amount and |ts sffect on the Financial
Statements.

Ko provision for income tax labilities has
keen made, as the company has brought
forward losses and unabsorbed
depreciation as per Income Tax provisions.
During the year also, the company isin loss.

16

Goods and Service Tax

(L} The company has not complied with all the provision of the
Goods and Service Tax Act while preparing the monthly returns
andthe annual returns for the year under review.

We have checked some instances and have observed that the
Goods and Service tax has not been depasited on following
expenditures and Incormne;-

1. Tender Income

Liquidation Charges

Rent Income

Late Payment Surcharga

Payments Made to Government Departments and
Government Bodies under Reverse Charge,

Reimbursement of Expenses from Contractors

7. Saleofscrap.

The Company has appointed G5T auditor to conduct the GST audit
under the GST Act .However the GST Audit report far the year
under review has not been submitted till the date of the
finalisation of this report as the due date for filling of the report
was 31st December 2020. In the absence of the report we are
wnable to comment on the final ability of GST along with interest

and penalty.

ERT

1. GST on Tender Income: HPPCL has
been deposited G5T on almost on all
Tender Income,

2. G5T on Liquidation Charges:- The case
regarding Liquidation Charges iz suib judice
with Hon'ble High Court of HP. The
outcome is contingent. In case of adverse
decision by Hon'ble High Court, HPPCL may
not be in a position to recover Uiguidation
Charges az woll as the G5T onit.

3, GST on Rental lncome:- HPPECL has
deposited the G5T on rental income.

#, G5T on Late payment surcharge:- The
delayed payment surcharge/Late Payment
Surcharge/Surcharge on outstanding
amount by whatever name called) cannot
be treated as separate service and same
shall be included in the value of initial
supply to which such charges relate. As the
portion of Delayed payment surcharge
attributable to exempted supply Is
exempbed, Thus no GST is attracted.

3. G537 on payment made to Gowt.
departments and Govt. bodies under

13
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raverse charge:- GST has been paid on the
bills where G5T have been charged by the
concerned Govt. departmants.

B, NSA

7. N/A

From s no 1 to 7 G5T amounting Rs.
5,336,248/~ has been deposited on
28.08.2020.

The Auditor has zlso submitied the GST
Audit report for the FY 2019-20.

[[{]The GSTR 9 Annual Return for the yvear 2018-19 submitted b
the company shows the following lEability

T 03A8E. 00
‘casT LapaTom
Lol v LaE ey

Mo Provision for the same has been made in the Books of
accounts. Thus Ligbilitdes are understated to that extent.

As per reconcillation statement GSTR 9(C)
(@), the IGST amount was over reported by
Rs. 3,0B.498/- and CGST & SGST by Rs.
25.9824-.

(i} The Company has claimed input of GST while filling the
monthly 3 B during the vear under review. However while filling
the GETR 9 for the year no details for the Input claimed has been
filled and claimed and nor Bability on account excess clalm of ITC
has been made, The Following are the detalls of the same.

3T T
‘o
[toa

IAAEE
- l# R oA
LLVER

|

Thus liabilities are understated to the extent of above.

HPPCL deposited Rs. 19,42,800/-on
25.03.2022 le. Rs 13,46,422/-of excess
ITC availed w.e.f March 2018 to
September 2020 and Rs. 5,96,378/-of
interest on ITC availed. Further, Rs.
2,38,834.00/- is included in the total
amount depositad by HPPCL. This amount
was deposited as per enguiry concluded
vide letier dated 22.03.2022 from
Directorate General of G5T Intelfigence,
Chandigarh,

[} The GSTR 9C Audit report filed by the G5T Audhtor for the

year 2017-18 on 21052020 shows tha following amounts as
payabile by the Company.

1 T

S0, #ET00 L
1 i : ]

*
o - WEEANE ] L

Thus Current Liabllities are understated to the extent of Rs. 1536

Lakh

The payable amount Is related to the GST
on LD Charges and payments made to
Government departments, the detalled
reasons of which have been specified
under 5. No. 16 (I} above. Further, in case
of Arbitration fee GST is not applicable as
the Corporation isa Govt entity.

{v}] There [ a differénce In Turnover as per audited financial
statements & GSTRS amounting to Rs 16516738/ -during 2013-19

The difference in the turnaver is due to
over-exempted turnover shown in GSTR 9.
However, there Is no G5T Rability on the
difference amount.

17

Quantitntve Details in respect of energy genamted ond sold

We invite attention to Note 2.48 where in the Company has stated
that it has installed capacity of 170 MW as on 31st March 20189,
The company has capacity B5 MW "3 Le, 195 MW but water
supply was only for one turbine at Kashang skage | against installed
3 turbines. and the installed capacity of the Salnj HEP s 100 MW
and one solar unit with the capacity of SMW was installed during
201B-19 However ,the installed capacity at Kashang is not

utifizable in the absence of water as the stage | & lllare under

In case of Kashang HEP Sfage-l (65 MW],
even though all the three Units of 65 WM&
each have been commissioned, but for
availability of water, only single
machine/unit can be operated at a time.
Due to water availability at present it is
provisloned only for operating single
machineof 65 MW at a time, a5 the KE Link
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construction. Out of 3 turbines water is sufficient for running one
turbine anly. Forrest 2 work is in progress.

Line in case of Kashang Stage |1 & (1l is not
yet constructed [linked. However, all the
machines are being run on afternate basis
by project offices. Therefore, the installed
capacity of this Kishang Stage-| Is 65 MW
anly.

| 18

Allocation of sxpences of Kaghang 1, 2and 3 The Expenses has been booked in IKHEP
(I} The method adopted for allocation of expenses by the | Stages on actual basis from FY 2019-20
Kashang Unit to Stage 1 2 and 3. 15 not systematic and nor | onwards. However the common
consistenthy followed expenditure of IKHEP Stages 1, 2 & 3 for the
WS 0 N T I | FY 2016-17 to FY 2018-19 were
sl Ao B g e e apporttoned on the basis of project cost

S S IO Oy gy | 2°71vo 2 the end year. which had been

| duly approved by the management.

1

| 18 | Profit and Loss Account Required accounting treatment  shall be
il OandMRER given as per ind AS applicable.

Reportad buy previous auditors the Sainj unit has booked prior
period expenses amounting to Rs. 6,30 Lakh under this Head for
the vear 2017-18. Thus expenditure is overstated to the extent of
above and same has to be shown in the year 2017-18 by recasting
the financials statements.

(i} ©andM Disaster Management

Reportad by previous auditors the Salnj Unit has booked the cost
of hooters and other expeénses amounting to Re. 45.35 Lakh as
expenditure during the year under review which are of Capital
Nature and has to be capitalised by the HER. Thus expenditure is
overstated to the extent of above and property plant and
machinery is understated to the extent.

The cost of Hooters .and other Exp.
amounting to Rs. 45.35 lakh has been
shown as an asset. The necessary entry has
been taksn in books of accounts as on
01.04,2021.

{iii} Prior period Expenses

Reported by previous auditors the Company has charged the prior
period expenses during the year under review to the profit and
loss Account, The Following are the year wise Bifurcation of the
sama,

1 rtwesciuitis . 1,42, 52 e A

1 Pumdeierther 2000 ¥ 3,08, 800.90
[ | Ee—— | —
As per IND As B Accopnting Folicies, Changes in Accounting
Estimatas and Errors; the errors has 1o be rectified retrospectively
in the Financial Statements as if the error had never occurred. If
the error pertains to period earlier then previous yéar then the
third Balance sheet has to be prepared as opening Balance Sheat,
fefer Note 1.25 of the Significant Accounting Policies of the
company which has not been complied with. In our opinion the
Company has not complied with the requirements of the INDAS 8,

The Prior period expenses pertain to
Kashang HEP Rs. 17, 33,592/- only has
been charged to profit & loss account.
These expenses have been charged due to
the compliance of statutory audit
observations on the Books of Accounts for
the EY, 2017-1B. Compliance to Ind AS B
shall be ensured in future,

(iv) Appropriation of Employees cost for Kashang Stage |, 28 3
Reported by previous auditors the Kashang Uindt has not provided

to us the salary cost of the employees posted to the Stage 1, 2 and
2. However this vear this has been done on actual salary basis.

Statement of facts, requires no comments.
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Approval of accounts by the Board for the year 3018-19 before
the approval of the accounts for the year 2007-181n the AGM.
The Board of Directors has approved the accounts for the year
2019-20 in the Board meeting of 18/03.2020 before the adoption
of the audited accounts for the year 2008-19 of the corporation in
the Annual general mesting on 6th January, 2022. However, the
financial stabements were delivered to us on 17June 2021 which
were further changed during August 2021 & finally on 17th
October 2021 after we discussed our chservations.

In this respect It is submitted that, as per
Part-1l 5. No.{4) of Annexure-|, to the € &
AG letter of appolntment of Statutory
Auditors, which s regarding Conditions 1o
the Auditors: "the suditor may start the
audit of the Company immediately on
recelpt of the accounts of the Company,
However, they should certify the accounts
for the yearonly sfterthe sudited accounts
for the previous year has bean laid before
the AGM for their consideration. In case
audited accounts of the previous years
has been considered but finally not
adopted by the shareholders, the auditor
can certity the accounts of the succeeding
year, indicating the fact of the non-
adoption of the previous year accounts in
theirreport.”

Income Tax Appeals with the High court In respect of

Chargeability of lIncoma Tan on Interest on Fixed Deposits kept as
shart-term Investrants.
Reported by previous auditors the company has filed an Appeal
with the High Court of Himachal Pradesh that the interest on the
short-term investment of the funds In Fked Deposits with bank
from the Equity received from the Government is an addition 1o
the equity and not an income of the company and on same the
Income tax Is not payable. Similarly, the income earned on Renuka
Ji Funds is also an additional grant from the Agencies and the same
iz also not an income of the company and the samewill be utilised
on the project expenses and is part of the Grant.

The Company has not shown the interest earned on

equity fund il the close of the year a5 an addition to the Equity
and similarly the interest earmed on Renukaji HEP funds tll the
clase of the vear has not been shown as taxable income and [s
being charged as taxabie Income of the Company.
No information in respect of the same has been provided to us by
the company till the cose of the year. In the absence of the
information we are unable to comment on the effect of the same
on the BalanceSheet

This is as per the approved policy of the
management. However this interest
income |8 to caompensate the
corresponding escalation cost and
barrawing cost etc. of the period for which
the funds remained idle, due to
obstruction of awarded work, for reasons
attributable to the Corporation.

investment Property

[i}The Company is not showing the ascets given on rent/
lease as investment property and the same has been shown under
the Head Property Plant and machinery,

The Company is showing the assets given
on rent/ leage as investment property from
the FY 2020-21 onwards.

{ii} Chirgaon Majgoan has given Bullding on rent to HPPTCL
amounting toRs. 7. 16Lakh, The Cost of property should be shown
a5 Investmient property and depreciation for the cormesponding
rent has to be charged to the profit and [oss Account. Thus Income
is understated to the extent of above,

Same &k above.
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Design Wing Sundermagar

fi} The Design wing has booked Rs,8.87 Lakh (previous year
11.66lakh] lakh as lab income and Consultancy Income, However
it has been ohserved that the design wing has not booked any
expenditure in relation to providing such services. All the
expens=s of the GM Office has been apportioned to the all units of
the company and no expenditure has been allocated to the
income of the Design Wing . Thus the Matching concept
accounting has not been followed by the company,

From FY 2020-21 onwards, Design wing
Sunder Nagar has segregated the
expenditure Incurred on providing these
services under the GL head "Expenditure
on Lab Services” & "Expenditure on
Consultancy Services”,

{il} Reported by previous auditor, the Design Wing is providing
Technical services to the Kishau Power Corporation on behalf of
the State Government but no details in respect of the services
provided Design wing has been provided to us. However Rs
10408/- is outstanding as advance to Kishau,

In this context,it Is submitted that the
design wing Is not providing any technical
services to Kishau Corporation directhy,
however, assisting HPPCL Corporate
Planning Office on technical issues being
forwarded to DW Sunder Nagar, from time
to time. However, the expenditure
incurred directly from this office for Kishau
Corporation Lid, ks being booked under the
GfL Advance to Govt. Department “Kishau
Power Corporation.

24

Disaster Rocovery Centra

The Company has installed SAP ERP software for all its projects
including corporate office. The Company has itz DRC at Chennai
and the same was closed and shifted to Shimia by M/s Siffy
Technology. M/s SHfy Technology was awarded the contract for
the AMC of the DRC for Rs. 1.25 crones and the reallocating cost of
DRC for Rs.9.67 Lakh. The company has proposed to shift the DRC
from Chennal to Himachal Pradesh at Data Center Site of HPSEBL
at Ponta Sahib ar at any other place at Ponta Sahib. The Company
does not find any suitable site at Ponta Sahib thus na Disaster
Recovery Center of the company is in place till date. We were
informed that complate back up i malntained at head office on
fortnightly /monthiy & at Govt data centre at Mehli. What is the
wisdom In paying AMC of the DRC without any site being taken for
the same,

The Dats Center of HPPCL has boen now
shifted to HP State Data Center at Mehli
Shimla, H.P. and is in operation. For DRC
alz0 arrangements are also belng made by
thiz Corporation with HP State Data Center
o provide required space at their DRC,
which Is located in other seismic zone.
However, at present the Data Back-up Is
being saved at two different locations to
prevent data loss.

15

Land Cowrt Cases Renuka 1l Project

The Board of Directors in its 75th meeting on meeting 18th
March 2021 has decided niot to the file Regular First Appeal inthe
Hon'ble High Court against the awards passed by the Lower Courts
and against the decision of the Hon'ble High Court Refer Note 2.35
Motes where in its stated that the company has made contingent
provision in respect of the awarded amount amounting to
R5.11,471 33 lakh, The Decision of the company not to  file the
appeal will make the contingent provisions as regular provisions
and thus the provisions on account of land compensation of
Renuka Ji Project is understated to the extent of above.

Previous year auditors affect of gualifications:

Thie effect of the said qualifications where ascertainable the loss of
current year will be Rs. 11,736 lakhs against reported loss of As.

10,586 lakhs. The Other Equity will be 24,117 lakhs instead of Rs.
22,198 lakhs. The Borrowings will beRs. 1.40,368 lakhs instead of

Az the declsion taken involves long process
to measure the extent of liabilites
imvolved, Land owners who may be still
aggrieved by such orders of the Hon'ble
Court may delay the process of final
settlements, besides, being large number
of cases for which liability needs be
calculated, hence liabilides can’t be
accounted for at this stage. However,
provision for the same has been made up
to31.03.2021,
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R%.1,59.765 Lakhs .The Other Financial Labilities will be of Rs.
b.124 lakhs instead of Rs. 10,993 lakhsThe Provisions mon-
current will be of Rs 4,285 lakhs instead of 5,690 lakhs. The other
non Current Lisbilities will be Rs. 82,840 |akhs instead of Rs.
69,543 lakhs, The Other Current Financial Liabilides will be
Rs.2,92,604 lakhs instead of Rs. 1,632,070 lakhs. The Property
PFlant and Equipment will ba Rs. 3,33,156 lakhs instead of
Rs.3,03,086 lakhs. The Capital Work in Progress will be Rs.2,35, 703
lakhs instead of As. 3,08, 204 lakhs. The Loans will be Rs.153 lakhs
instead of Rs. 149 lakhs The Other Noncurrent Assets will be
Rs.29,435 Inkhs instead of Ra. 36,705 iakhs. The inventories will be
Rs. 52 lakhs [nstead of Rs. TALakh.The Trade Receivable will ba
Rs.481 lakhs fnstead of Rs.1,757 lakhs. The cash and cash
equivalents will be Bs.9,404 instead of Rs, 11,365 lakhs: The Bank
Balance will be Rs. 11,670 instead of Rs. 9,709 lakhs. The Loans
Financial Assets will be Rs. Nil lakhs instead of Rs.3 lakhs. The
Financial Assets others will be Bs. 551 lakhs instead of Rs. 1349
lakhs, The Other current Assets others will be Rs. 14,267 lakhs
Instead of Rs &,241 lakhs.

The Expenditure during the year are overstated on account of
Prior perfod items by Re. 769Lakh for which adjustments has to
be made in previous years.

The deviations reported by Auditors are
withinthe specified limits.

Emphasis of Matter

1} Mo reasonable effort has been made to remove the
qualification raised in earlier year audit reports and the same has
besn considered inthisyearreport also,

2} ‘We further draw attention 1o the foliowing matters in the
Motes to the stand alone ind Az Financial statements: -

i} Note No. 2.38 to the standalone Ind AS financial statements
regarding the various balances which are subject to reconciliation/
confirmation and respective consequential adjustments

Maost of the observations of the previous
financial years have been settled.

Diselasure/explanation to this ffect has
been ghven In the Notes on Accounts at
MNote No. 2.38,

(T} Note No 2.58 to the Stand alone Ind AS financial
staternents regarding statement on State Government loan far
Shontong Karcham HEP {450MW ) where the ADB funding to state
government has expired and stopping of funding by the KFW to
the project,

Disclosurefexplanation to this effect has
been given in the Notes on Accounts at
Note No. 2.58.

{Hiiy Note No Z.68 to the 5tand alone Ind AS financial
statements regarding statement on Nakhtan project pending with
Hor'ble High court of Himachal Pradesh the fate of which is
dependent on the cutcome of the case .

Cur Opinion is not modified inrespect of these mstters.

Disclosure/explanation to this effect has
been given in the Notes on Accounts at
MNote Mo, 2.68.

Eey Audit Matiers

Key audit matters are those matters that, In our professional
judgment, were of most significance in our audit of the standalone
financial statements of the current perod. These matters were
addressed in the context of our audit of the standalone financial
staterments a5 awhole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters,

For each matter Below, description of how our audit addressed the

mattar 5 provided in that context. In addition to the matter
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described in the Basis for Qualified Opinion section we have
determined the matters described below to be the key audit
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Comments not reguired

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

The Company's Board of Directors 15 responsible for the
preparation of the other information. The other information
comprises the information incloded in the Management
Discussion and Analysis, Board's Report including Annexures to
Board's Report, Business Responsibility Report, Corporate
Governance and Shareholder's Information, but does not inclwde
the Stand alone financial statements and our auditor’s report
thereon.

Our opinion on the 5tand alone financlal statements does not
cover the other information and we do not express any form of
assurance conclusion theneon.

In connection with our audit of the Stand alone financial
statements, our responsibility is to read the other information

Statements of facts, comments not
required.
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and, in doing so, consider whether the other information is
materially Inconsistent with the Stand alone financial statements
or our knowledge obtained during the course of our audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there
Is @ material misstatement of this other information, we are
required to report that fact. We have nothing to report in this
| |regard,

Management's Responsibility for the Stand alone Ind AS
Financial Statements

The Company’s Board of Directors is responsible for the matters | Statements of facts, comments not
stated in Section 134 {5) of the Companies Act, 2013 ("the Act") | required

with respect to the preparation of these 5tand alone Ind AS
financial statements that give a true and fair view of the state of
affairs [financial position], profit or loss (fimanclal performance
including other comprehensive income), cash flows and
skatement of changes inequity of the Company In accordance with
the accounting principles generally accepted in India, including
Indian Accounting Standards (Ind AS) prescribed under section
133 of the Act read with relevant rules issued there under.

This responsibility also includes maintenance of adeguate
accounting records inaccordance with the provisions of the Act for
safeguarding the assets of the Company and for preventing and
detecting frauds and other irregularities; selection and application
of appropriate accounting policles making judgments and
estimates that are reasonable and prudent; and design,
Implemantation and maintenance of adeguate internal Anancial
controls, that were operating effoctively for ensuring the accuracy
and completensss of the accounting records, relevant to the
preparation and presentation of the Stand alone Ind AS financial
statements that give a true and fair view and ore free from
material misstatement, whether due tofraud or error,

In preparing the Stand alone financial statements, management is
responsible for assessing the Company's abllity to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
management either intends to liguidate the Company or to caase
operations, or hasno realistc albernative but o do so.

The Board of Directors are responsible for oversaeing the

Company's financial reporting process.
Auditor's Responsibility

Our objectives are to obtain reasonable assurance about whether | Statements of facts, comments not
the 5tand alone financial statements as 2 whale are free from | required

raberial misstatement, whether due to fraud or error, and to issue
an-auditor's report that includes our opinion.

Reasonable assurance s a high level of assurance, but s not a
puarantee that an audit conducted in sccordance with SAs will
always detect a material misstatement when it exists.
Misstatements can arise from fraud or emror and are considered
material if, individually or In the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these Stand alone financial statements,
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As part of an audit in accordance with SAs, we edercise
professional judgment and maintain professional skepticism
throughout the audit. We also Identify and assess the risks of
miaterial misstatement of the Stand alone financial statements,
whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting 2 material misstatemeant resulting from
fraud Is higher than for one resulting from error, as fraud may
Involve collusion, fTorgery, Intentional omissions,
misrépresentations, or the override of internal control.

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

-Evaluate the appropristeness af accounting policies used and the
reasonableness of accounting estimates and related disclosuras
made by management.

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

-Evaluate the overall presentabion, structure and confent of the
Stand alone financial statements, including the disclosures, and
whather the Stand alone financial statements represent the
underlying transactions and events in a manner that achieves falr
presentation,

Materiality is the magnitude of missiatements in the Stand alone
financial statements that, individually or in aggregate, makes it
probable that the economic decisions of a reasanably
knowledgeable user of the financial statements may be
influenced. We consider quantitative materiality and gualitative
factors in (i) planning the scope of our audit work and in evaluating
the results of our work; and (i) to evaluate the effect of any
identified misstatements in the financial statements.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies
In internal control that we identify during our audit,

We atso provide those charged with governance with a statement
that we have complied with relevant ethical requirements
regarding Independence, and to communicaie with them all
relationships and other matters that may reasonably be thought
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to bear on our independence, and where applicabla, related
safeguards.

Report on Other Legal and Regulatory Requirements
1. As required by the Companies {Auditor's Repart) Order, 2016 | Comments not required.
{“the Order”) issued by the Government of india in terms of sub-
section [11) of section 143 of the Act, we give in the Annexure-l, a
statement on the matters specified in paragraphs 3 and 4 of the
| Order, to the extent applicable.,

2, We are enclosing our report in terms of Section 143 [5) of the | Comments not required.
Act, on the basis of such checks of the books and records of the
Company as we considered appropriate and according to the
information and explanations given to us, in the Annexure-2 on
the directions issued by Comptrolier and Auditor General of Indina.

. |3.  Asrequired by section 143 (3) of the Act, we report that:
al  We have sought and except for the possible effects of the | Comments net required.
matter described in the Basis of Qualified Opinion paragraph
above, obiained all the information and explanations which to the
best of our knowledge and beliel were necessary for the purpose
| of our audit;

' b) Excapt for the poszible effects of the matter described in the | Comments not required.
Basis of Qualified Opinion paragraph abave, In our opinion, proper
books of account as required by law have been kept by the
Company so far asappears from our examination of those books;
¢) The Balance Sheet, Statement of Profit and Loss and  statemant
of Cash Flows and Statement of changes in equity dealt with by
this report are in agreement with the books of account;

' d]  Excepifor the effects of the matter described In the Basis | Comments not required.
of Qualified Opinion paragraph above ,in our apinion, the
aforesald Stand alone Ind AS financlal statements comply with the
| Accounting Standards spacified under Section 133 of the Act,

#)  The Matter described in the Basis for Qualifiad Opinton | Comments not required.
paragraph above, in our opinion may have adverse effect on the
| functioning of the company.

f} Inview of the exemptions ghven vide Notification No. GS.R, | Comments not required.
463 (E} dated 5th June 2015 issued by the Ministry of Corporate
Affalrs, the provisions of Section 164 (2) of the Companies Act,
2013 regarding disqualification of directors; are not applicable to
I the company,

El The qualification refating to the malntenance of accounts | Comments not required.
and other matters connected therawith are as stated in the Basls
{ for Qualified Dpinton paragraph above,

h)y  With respect to adequacy of Internal Financial Controls over | Comments not required.
financial reporting of the Coampany and the operating
effectiveness of such controls, refer to our separate report in
“Arnnaoure-3 in our opinion the internal financial controls system
is adequate but the operating effectiveness of such controls nead
be improved.
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I} With respect to the other matters to be included In the
Auditor's Report in accordance with Rule 11 of the Companies
{Audit and Auditors) Rules, 2014, in our opinion and to the best of
‘ourinformation and according to the explanations given to us:

I mmmmmmﬂmmnﬂm
on its financial position in its financial statements- Refer Note 2.33
to the Stand alone Ind AS financial statements,

i, Thecmmdmhmwlunﬁmmum
mﬂmhmhmmﬁmmr
foreseeable Insses; '

i, Thers were no amounts as at 31.03.2020 which were
required to be transferred to the Investor Education and
Protection Fund by the Compary.
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ANNEXURE 1 TO THE AUDITORS' REPORT

Annexure referred to in our report of even date to the members of HIMACHAL PRADESH POWER CORPORATION
LINMITED on the accounts for the year ended 315t March 2020,

E Audit Observation | Replies

L(ry | ) The company has generally maintained proper records | a) Statements of facts, comments not
showing full particulars, including guantitative detalls and | required.

situation of its fixed assets. except that identification, location et
need be mentioned,

(b} Asexplained to us all the assets were got physically vertfied | b) Statements of facts, comments not
by the management during the year under review. We were | required.

informed that no material discrepancies were noticed on such
verification. However, verification reports of HO | Transit camp,
Shongtong-Karcham HEP, Thana Plaun HEP, Renukaji Dam Project,
Sain) HEP. Triveni Mahadev HEP and BeraDol 5olar Power Project
were shown to us, but no report of land, Plant machinery, stores &
spares was shown bo us,

£ Title deed of immavable properties are in the name of the | c} Action for the transfer of title in the
company except In cases of Renukall HER, Sain] HEP Shongtong | name of the Company has been initiated.
HEP and Chirgaon HEP where the land has not been transferred in

the name of the Company,

i{llll The inventary of the company consisting of Capital Stores, stores, | Statements of facts, comments not
spare parts and other Items. We were informed that theses have | regulred.

been physically verified by the management during the year undear

review. But no reports were made available to us,

(i} | According to the information and explanations given to us, the | Statements of facts, comments not
{ company has not granted any loans, secured or unsecured to | reguired.

companies, firms or other parties covered In the register
maintained under section 189 of the Companies Act, 2013, Inview
of above, the clauses 3{iii}(a) and 3{iii}{b) of the Order are not

| | applicable.

W) The Company has pot given any loan, made investments and | 5Statements of facts, comments not
issued guarantess under section 185 and 186 of the Companies | reguired.
Act, 2013,

(¥} | The company has not accepted any depaosits from the public in | Statements of facts, comments not
terms of section 73 to 76 or any provisions of the Companies Act, | required.
2013 and rules thepe under.

1| The company has made and maintained cost accounts and records | Statements of facts, comments not
a% specified by the Central Government under section 148 (1) of | required.

the Companies Act 2013. However, we have not made a detailed
examination of these accounts and records with a view to
determine whether they are accurate and complete. The
cofmpanies cost accounting records  hasbeen audited by the Cost
Auditors M/s Balwinder and Associates and they have submitied
the reporton 19/11/2020.

1

?"""”" [a)} The company i5 generslly regular in depositing with | Statements of facts, comments not
appropriate authorities undisputed statutory dues including | required.

provident fund, income tax, sales tax, wealth tax, service tax,
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custom dity, excise duty, value added tax, cess and otherstatutory
dues applicable to it, and there are no undisputed dues
outstanding as.on 315t March 2019 for a period of mare: than six
months from the date they became payable. However the
Leability on account of Goods and Service Tax can not be quantified
a5 G5T audit s under progress till the fnalisation of this repont.
We are informed that the provisions of Employess' State
Insurance Act are nat applicableto the company.

b} According to the information and explanations given to us, dues
of income tax, sales tax, wealth tax, service tax, custom duky,
excise duty, value added tax, cess and other material statutory
dues that have not been deposited on account of any dispute are

The Amount of interest and penalty on the Entry Tax thereon due
1o Excise and taxation department has been settled under Legacy
Cazes Resalution Scheme by paying the Requisite Settlement Fees
by the company.

Statements of facts, comments not
reguired.

The Company has not defaulted any repayment of loans or
borrowing to any financial institution or bank or dues to
debenture holders. However, the Government of Himachal
Pradesh has given the sanction to the deferment of repayment
Loan and interest up to Jan 2017, No Deferment has been given by
the State Govt after that and the request for the same has been
given by the company for further deferment. and company has not
paid the armount of instalment of loan and interest after January
2017 tll the finalisation of the report. The State Government has
given deferment for the year 2020-21 0l 2021-232

Statements of facts, comments not
regiired.

(]

Mo money w2s ralsed by way of initial public offer or further public
offer during the year. The amount raised by the term loans from
the Government of Himachal Pradesh has been utilised for the
purpose it was raised during the year under review. The company
has ratsed CC limit of Ks 200 Lakh for working capital from KCCE,
secured by charge on Plant & Machinery. However, we could not
get any evidence of utilisation of limit, 5o cannDl comment,
whether it has been used for the intended purpose.

Statements of facts, comments not
reguired.

ilxl

During the course of our examination of the books and records of
the Company, carried out in accordance with the generally
accepted auditing practices in Indla, and according to the
information/ esplanation given to us, we have neitheér come
across any instance of material fraud by the Company or on the
Company by its officers or employees, noticed or reported during
the year, nor have we have been informed of any such cases by the
management except in the year 2015 at Renukaji HEP and the
same s pending with State Vigilance.

Statements of facts, comments not
reguirsd.




ANNLUAL REPORT 2018-2020

)

)

This being a government company Section 197 of thae Act is not
applicable.

Statements of facts, comments not
required.

1% company is not 2 Nidhi Company.

Statements of facts, comments not

required.

il As per information available to us all transactions with related

parties are in compliance with Section 177 & 188 of the
Companies act 2013, wherever applicable and the details have
been disclosed in the Financial Statements etc. as required by the
‘applicable Accounting Standards,

Statements of facts, comments not

required,

(vl As informed by the management, the company has not made any

preferential allotment to private placement of shares or fully
convertible debantures during the year under review.

Statements of facts, comments not
required.

fvl As informed to us the company has not entered in to any non-cash

transaction with directors or persons connected with him,

lovi)l Section 45-1A of the Reserve Bank of India Act, 1934 is not

applicable to the company
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ANNEXURE 2 TO THE AUDITORS' REPORT
Annexure referred to in our report of even date to the members of Himachal Pradesh Power Corporation Limited on
the accounts for the year ended 315t March 2020

Directions

Action Taken

Impact on

(1}

Whether the Company has
system in place to process all
the accounting transactions
through IT system? If ves, the
implications: of processing of
accounting transactons
outside IT system on the
integrity of the accounts
alang with the financial
Implications, if any, may be
stated,

According Lo the information and expglanations
given to us and based on our audit, the Company
has a system in place 1o process the accounting
transactions through M M Module, Project
System, Human Capltal Module and Financial and
Controliing Module through T system and for
this purpose SAP-ERP has been Implenented by
the Company. Period end Financizl Statements
are compiled affline based on balances and
transactions generated from such SAP-ERP
system for the purpose of preparing the
Accounting transactons for sale of power s hot
generated though Sales and distribution Module
and being directly posted in Fl Module, We have
neither been informed nor have We come across
during the course of our audit any accounting
transactions which have been processed outside
the IT system having impact on the integrity of the
acoounts,

The company has maintained separate Data
Centré but does not have Disaster Recovery
Centre. Also, the cost of land in balance sheet is
different in SAP and balance sheet due to
uploading of deposits with Court to Cost of land in
Balance sheet.

financial statement

Mt

@

Whether there s any restru-
cturing of an existing loan or
cases of waiver/write Mo
such case come off of
debts/loans/interest ete,
made by a lender to the
company due to the across
during

It yes, the financial impact
may be stated, company's
inability to repay the loan?

The State Government Loans has besn
restructured for repayment of loan and interest
uptojan 20174l the year 2018-19.

The Company had requested the State
Governmaent for further deferment in the month
of September 2020. The State Government has
deferred only the dues for the year FY 2020-21 ol
FY2021-22.

il

| {3

Whether funds received
Jrecelvable for specific
schermes from Central/State
agencies were properly
accounted for/utilized as per
its term and conditions?
acrossduring

List the cases of deviation,

The Funds received for Renukaji Project and
Gyspa Project has been properly accounted for
except the interest #arned on the short term
deposit from the surplus fund has been
accounted for as the income of the corparation
instead of the crediting the same to the amount
payable to the central / Stabte Government, Refer
Para C 14lii} of the main audit . No information in
respect of Interest eamed on the short term

The Amount payable to
the Central/state s
inderstated to  the
extent of interest
earned on the shoert
term investment.
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]

imvestment hax been provided to us. As there s
significant difference in axpenditure incurred as
per last year report & this vear report, matter will
be examined during next year audit at unit leve|

(4)

Whather land acquisition is
imyolved in setting up the new
projects report whether
settlement of dues done
expediticusly and in trans-
parent mannee

The land has been acquired at Renukajl Dam. Al
the payments on account of settlement has been
transferred to the LAQ,

However, a sum of Rs 188.49 crores has not been
paid till the close of the year and provision for the
same has been made in the books of accounts.
Which has been reversed this year.

Rectified in current year
accounts.

(5)

How much cost has been
incurred on abandoned
projects and of this how
much cast has been written
off

Reported by last year auditors, the Corporation
has abandoned the, Tidong HEF and Sunni
Project. The Amount incurred on Tidong project is
being shown as recoverable from the Directorate
of Energy and the amount has not being written
aff the by the Management. The Corporation has
written off Rs. 41.26 Lakh as amount recoverable
from SIVNL on account of cost of the Sunni
Project.

il

(6]

Indicate Whether the
company has efficient system
for monitoring and adjusting
advances to contractors/
supplier. Highlight the
Slgnificant instances of
failure of the System ifany

The company has proper system of adjusting the
advancesto suppliers, except in following cases:-
1-Patel Engineering

Due to non completion of the percentage of the
work completed by the Contractor

2-HCC Limited

Due court case involved

3 Costal Projects

Company in Liguidation at NCLT,

il
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ANNEXURE 3
Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies
Ack, 2013 ("the Act")
We have audited the internal financial controls ower financial reporting of HIMACHAL PRADESH POWER
CORPORATION Limited ("the Company”) as of 31 March 2020 in conjunction with our audit of the Stand alone
financial statements of the Company for the year ended on that date.

ﬁ'r'ﬁ_ Auditor's Rapart Reply
1) | Management's Responsibility for Internal Financial Control
The Company's management Is responsible for establishing and malntalning Mo comments,
internal financial controls based on the Internal control over financial reporting
criteria established by the Company considering the essential components of
internal control stated in the Guidance Note on Audit of Internal Financial Controls
Over Financial Reporting Issued by the institute of Chartered Accountants of India
["ICAI"), These responsibiliies include the design, implementation and
maintenance of adequate Internal financlal controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including
adherence to company’s policles, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting
records, and the timely preparation of reliable finandal information, as required
under the Companies Act, 2013.

2] | Auditors' Responsibiiity
Dur responsibliity |5 to express an oginion on the Company’s Inbérnal Fnanclal No commients.
controls over financial reporting based on our audit. We conducted our audit in
accordance with the Guidance Note on Audit of internal Financial Controls over
Financial Reporting (the "Guidance Note") and the Standards on Auditing, Issued
by ICAl and deemed to be prescribed under section 143(10) of the Companies Act,
2013, to the extent applicable to an audit of internal financial controls, both
applicable to an audit of Internal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance
MNote require that we comply with ethical requirements and plan and perform the
audlt to obtain reasonable assurance about whether adeguate Internal Anancial
controls over financial reporting was established and maintained and if such
contrals operated effectively in all material respects.

Our audit involves performing procedures to obtaln audit evidence about the
adequacy of the internal financial controls system over financial reporting and
their operating effectiveness. Our audit of internal inancial controls over financial
reporting included obtaining an understanding of intermal financlal controls over
financial reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal control based on
the assessed risk, The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error,

We believe that the audit evidence we have obtained Is sufficient and appropriate
to provide a basis for our audit opinion on the Company's internal financial controls

syshem over financial reporting.

MMeaning af Internal Financial Contrals Over Financial Reporting Statements of facts,
A company’sinternal financial contral over financial reporting isa process designed | comments pot

to provide reasonable assurance regarding the reliability of financial regorting and | required.

the praparation of financial statements for external purposes in atcordance with
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generally accepted accounting principles. A company’s internal financial control
over financial reporting includes those policies and procedures that (1) pertain to
the maintenance of records that, In reasonable detail, accurately and fairly reflact
the transactions and dispositions of the assets of the company; (2) provide
reasonable assurance that transactions are recorded as necessary o permit
preparation of financial statements in accordance with generslly accepted
accounting principles, and that receipts and expenditures of the company ane
being made only in accordance with authorisations of management and directors
of the company; and {3} provide reasonable assurance regarding prevention or
timehy detection of unauthorised acquisition, use, or disposition of the company’s
assets that could have 3 material effect on the financial statements.

Interent Limitations of internal Financial Controls Over Financial Reporting
Because of the inherent limitations of internal financial controls over financial | Statements of facts,
reporting, including the possibility of collusion or improper management override | comments not required,
af controls, material misstatermnents due to error or fraud may occur and not be
detected. Also, projections of any evaluation of the intemnal financial controls over
financial reporting to future perlods are subject to the risk that the internal
financial control over financial reporting may become inadequate because of
changes In conditions, or that the degree of compliance with the policles or
procedures may deterlorate.

Opinian

In our opinion, the Company has, in all material respects, an adequate internal | Suggestions related to

fimancial controls system owver financial reporting and such internal financial [ strengthening of

controls aver financlal reporting were operating effectivaly as at 31 March 2020, | internal control system

extept in the areas given below based on the internal control over financial | have been noted for

reporting criteria established by the Company considering the essential | future compliance

components of internal control stated In the Guidance Note on Audit of Internal

Financial Controls Over Financial Reporting issued by the Institute of Chartered

Accountants of india.

However, company neads to further strengthen the in the control system in the

following arens:

=  Making preparation of financial statements on SAP instead of Excal sheets.

= Implementation and Compliance of Indian AS at unit fevel to ensure the
compliance of the Indian A5 on the company as awhaole.

= Classification of account heads in SAP according to the disclosure and
classification requirements of the Schedule || of the companles act 2013 and
requirementsofthe Ind AS

- Harmonisation in creation of account heads at Corporate Level in relation to
advances, liabilities and vendors according to the nature of expenditure so
that no duplication of account code exits and only single account code is
allotted to individual vendors in the company as a whiole,

- Payment to contractors strictly on the basis of authorisation of the BOD,

= Dption of marking of clearing entries in the 5AP should be followed by all
the accounting units In respect of current as well as old accounting entries.
Scrutiny of old Earnest Money Deposits, security deposits, Retention money
and other payables to contractors,
Capitalisation of Capital Work in Progress  in timely and efficient mannar.

- Reconciliation of retro entries in SAP for CPT Module.

- Payment to Contractors of Additional Advance/ Advance Against Retention
Money and its accounting treatment.

- Recovery of delay damages from the contractors and accounting thereof
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- Provision of Expenses should be made on realistic basis and the payment in
subsequent financial year should be adjusted from the provision only.

- Long Term Advances and Deposit Work shauld be regularly reviewed and
accounted for where the significant work has been completed.

Accounting of Provision ts respect of doubtful advances and other

recoverable,

= Rewiew of Negative Balances in liabillties and azsets heads.

- Accounting of EMD in the nature of FDR in the books of aceounts.

= Recording of financial entries in foreign exchange also where the advances,
ratention money and suppliars dues are payable in other currency also.

= Investing of idle funds at HEP in SWEAP Bank accounts to earn bank interest

- Reversing the Cheques/ Naft Entries for which the Limitation period is over.

- Accounting of Inventories in hand at project site at the close of the year,

- Liability en account of GST should be as per the requirements of the Goods
and Service Tax Act.

- Accounting Staffy Officers at Unit Level should be regularly trained in respect
of the Indian Accounting Standards and other Accounting concepts and
conventions while preparing the Financlal Statements.

= Entry in 5AF to be made only upon 3 transaction s executed not at the time
supply order iz placed a5 we have noticed such Instance, This will reduce
chances of expenses being booked twice.

We have considered the areas of improvement identified which needs further
strengthening as reported above in determining the nature, Bming, and extent of
audit tests applied in our audit of the March 31, 20205tand slone financial
statements of the Company. However, these areas of improvement do not affect
our opinion on the Stand alone financial statements of the Company.
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Comments of the Comptraller and Auditor General of India under Section 143(6) (b) of
the Companies Act, 2013 on the standalone financial statements of Himachal Pradesh
Power Corporation Limited for the year ended 31 March 2020.

The preparation of financial statements of the Himachal Pradesh Power Corporation Limited for the year
ended 31 March 2020 in accordance with financial reporting frame work prescribed under the Companies
Act, 2013 is the responsibility of the management of the company. The statutory auditors appointed by the
Comptrofler and Auditor General of india under Section 139 (5) or 139 (7) of the Act are responsible for
gxpressing opinion on the financial statements under Section 143 of the Act based on independent audit in
accordance with the standards on auditing prescribed under Section 143 (10) of the Act. This is stated to
have been done by them vide their Audit Report dated 31st March 2022

I, on the behalf of the Comptroller and Auditor General of India, have conducted a suppglementary audit of
the financial statements of Himachal Pradesh Power Corporation Limited for the year ended 31 March 2020
under Section 143 (6) (a) of the Act. This supplementary audit has been carried out Independently without
access to the working papers of the statutory auditors and is limited primarily to inquiries of the statutory
auditors and company personnel and a selective examination of some of the accounting records.

Based on my supplementary audit, | would like to highlight the following significant matters under
Section 143 {6) (b) of the Act which have come to my attention and which in my view are necessary for
enabling a better understanding of the statemants and the ralated audit report.

Statement of Profitand Loss

1.0therexpenses— 27.11 crore | Note 2.33)

The above has been understated by 17.84 crore due to non creation of provision for payment of damages to
land in the Kashang Hydel Electric Project of HPPCL Consequently, the loss for the year has been
understated to the same extent.

2. Notes To Financial Statements

Referance is invited to note no 2.72 regarding Renukaji Dam project [RDP). The Notes does not disclose that
now Government of India has released Rs. 1037.92 crore and the funds will be grant component of central
assistance under "Accelerated Irrigation Benefit Programme” (AIBP) capital assets under Pradhan Mantri
Krishi Sinchayee Yojna for the state annual plan 2021-22.

3. Independent Auditor's Report

Reference is invited to point no 4 (iii) (d) of Auditors Report. The Auditor.s Report in the matter is deficient to
the extent that now the application has been admitted by the National Company Law Tribunal as |.A No.12 of
2022.

For and on the behalf of the
Comptroller and Auditor General of India

Sd/-
Place: Shimla Principal Accountant General (Audit)
Date : 23/08/2022 Himachal Pradesh, Shimla
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Reply of the Comments of the Comptroller and Auditor General of India under Section
143(6) (b) of the Companies Act, 2013 on the Standalone Financial Statements of Himachal
Pradesh Power Corporation Limited for the year ended 31 March 2020.

Comments of CEAG

Reply by the HPPCL Managemont

Statement of Profit and Loss

Dther expenses — Rs. 27.11 Crore [Mote 2.33)

The above has been understated by 17.84 crore due to
ron creation of provision for payment of damages to land
in the Kashang Hydel Eleciric Project of HPPCL,
Consequenthy, the loss for the year has been understated
to the same extent.

In this context, it is brought out that meeting was
held on 17.10.2019 under the Chairmanship of
Chiel Secretary to Govt, of HP wherein the various
issues related to projects were discussed in detail
with the concerned Deputy Commissioners,
Division Forest Officers and other related HoD,
During the meeting, the damages occurred due to
flushing of water through SFT was discussed
under part (B) 5rNo.2 and it was decided that
HPPCL is ready to restore the damages and the
forest department may withdraw the claim. The
views of the HPPCL have been agreed by the
forest department.

In view of the decision taken by the High Power
committes &the restoration work shall be carried
out over the period of more than one year,
therefore, the provision of s, 17,84 Crore hias not
been made in the books of accounts in the FY.
underaudit.

Motas (o Financlal Statements

Reforence is invited to note no 2.72 regarding Renuka ji
Dam project (RDP). The Notes does not disclose that now
Government of India has released Rs. 1037.92 crore and
the funds will be grant component of Central Assistance
under "Accelerated Irrigation Benefit Programme” (AIBR)
capital assets under Pradhan Mantr Krishi Sinchayee
Yaina for the state annual plan 2021-22.

The required disclosure has been given In the
Director's Repoart annexed with the Annual
Accauntsfor the FY 2019-20.

Independent Auditor's Report
Reference s invited to point no 4 (l){d] of Auditors

Report. The Auditor’s report in the matter is deficient to
the extent that now the application has been admitted by
the National Company Law Tribunal as | A. No. 12 of 2022,

Comments not required.
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CONSOLIDATED BALANCE SHEET AS AT MARCH 31, 2020

Particulars Mote Na. As at March 31, 2020 As ot March 31, 2019
ASSETS
NMon - Current Assets
Property, Plant and Equipment 21 302411 303086
Capital Wark-in-progress 2.2 329566 ADE205
Other Intangible Assets 23 B B
intangible assets under development 2.4 : :
Financial Assets:
-Invrestments 1.5 - (2)
-Loans 16 143 149
-Othars 1.7 - -
143 149
Deferred Tax Assets [MNet) 1.8 - #
Regulatory Deferral Account Debit Balance 2.9 - -
Other Non-current Assets .10 26964 - 36706
Current Asseils 26964 TS
Inventaories 211 553 T4
-Fimancial Assets
-Trade Aeceivables 212 102 = 1757
-Cash and cash equivalents 113 5618 & 11365
-Bank Batance other than above 2.14 2348 = 9708
<Lovans .15 14 - 3
-Others .16 igzxis 13459
26295 24182
Current Tax Assets 2.17 = -
Other Current Assets 218 - 14794 241
TOTAL ASSETS To07TI4 GFAGA8
EQUITY AND LIABILITIES
Equity
Equity Shara Capital 2.19 218056 192756
Other Equity 2.20 (35022) {22200)
Liabiliti
MNon- Current Liabilities
Financial Linblities
-Barrowings 21 255505 159795
-Other Financlal Liablities 2.22 157698 10993
413203 170789
Provisions 2313 3918 S0
Other Mon- Current Liabilities 2.24 TrT3 69543
Current Liabilites
-Trade Payablas 2.25 - -
“Other Financa! Liablities 226 12,928 262,070
-BamowIngs 2.27 10577 &
TOTAL EQUITY AND LIABILITIES 700734 678648
§f|§:_” e "nlil:llfﬁ; e — =
The accompanying notes form an integral part of the financial statements.
For and on behalf of the Board of Directors
5d- Sd/- 5d/- 5d/-
(B.L, Verma) [Sudershan K. Sharma) (Manmahan Sharma) (Amit Kashyvap)
B.G.M, [Finance) Company Secretary Director [Finance) Managing Director
DIN Mo. 0BABOSEZ DN Mo. 07453573

I This is the Balance Sheet referred to In our report of even date
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CONSOLIDATE STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED MARCH 31, 2020

Far tha Year For the Year Ended

PR Note NO.  ©ed March 31, 2020 Mareh 31, 2019
Income _
Revenue from Operations 1.18 14,624 18855
Other Income 229 a3 108
Total Income 14717 18963
Expenses
Employee Benefits Expense 2.30 1,034 1,565
Financial Costs n 12,967 12,980
Depreciation and Amortization Expense 2.32 10,829 10,670
Other Expenses 233 2,11 4,334
Total Expenses 27540 29550
Profit before net movement in regulatory [12823) {10586}
deferral account balance and tax : #
Net movement in regulatory deferral account balance
(12823 (10586)
Share and Profit or Loss in Joint Venture 0 2
Profit before Tax (12823) (10588)
Extraordinary ltems: Loss on Sale of Fixed Assets 1 12
Profit / Loss Before tax [12824) (10558}
Income Tax:
- Current Tax
- Deferred Tax
Profit {Loss) for the period (12824) [10600)
Dther comprehensive income
ftarms that will not be reckassified subsequently to profit or loss
-Remeasurament of the net defined benefit fiability/asset
“Imcome tax on above item
Tﬂtll - -
Total Comprehensive Income for the period [12824) [10600)
Eamnings Per Equity Share (excluding net movement in
regulatory deferral account balance)
Basic and Diluted 234 [62.43) (56.19)
Earnings Per Equity Share
{imcluding net movement in regulatory deferral account balance)
Basic and Diluted 2.34 |62.43) (56.19)
Welghted average equity shares used in computing eamings per
equity share
Significant Accounting Policies L0
The accompanying notes form an integral part of the financial statements.
For and on behalf of the Board of Directors
5d/- Sd/- Sd/- Sd/-
{B.L. Verma) [Sudershan K. Sharma) [Manmohan Sharma) [Amit Kashyap)
0.G.M, [Financa) Company Secretary Director (Finance) Managing Director
DIN No. 08480582 DIN No. 07453973

This is the Balance Sheet referred to in our report of even date
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CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE YEAR ENDED MARCH 31-261:&

For year ended| For yearended
March 31,2020 March 31,2019

42824 -10600]

| Profit before tax
(Adjustment for;
Loss of Fixed Assaslf CWER 1 1%
| Deaprescakion 10828| 1
Interes! Income on Term Deposits 1]
Share of Loss In joint Venture al ﬂ
Finance' interest Cost o]
10,830 -HIHII
[Adjustment for assets and llabililies
imeniories -480] 40
Trade meoehabée snd unbilbed reernue 1655 -141
Loang, other fnancial essets and other asseis -18067
Oiher fnancial fiabilities and other liabilties -238565|
[ Crtiwr Cuirrant liabdlities ]|
Frovsions 17T
257237
-dngdil
fLags: Incomsa {ax paid
[Net cash generated from operating activities 250221
Cash flow from investing activities:
[Mat expendiiure on Proparty, Plant & Equipment and CWIP and EDC 31515)
Provsions
| Criver Mon Charent assels ETa
[imieresi on ferm deposits! Sweep Deposits 4|
Term Deposils with Banks (haning maturity meone than 3 manihs)
Depreciation an CWIP
CWIP from Deficit Account
loss of Fixed’ CWIF assets from lomeniial rain & Sood 0.80
Mﬂﬂﬁ! 21769/
| Cash flow from financing activities:
Share Capital 25300|
|Long temm Bamowings - Proceeds 249344
{anm Bormow - &l

Nat Cash used for Fnancing ecthiiies

Nal increage in cash and cash equivalents

Dpaning balance of cash & cash equivalents

11385

Closing balance of cash & cash eguivalents

lance
Earmarked Batance | Unpasd Dividend)
an for BG! Ledter of Credit and its 23481

This is the Statement of Cash Flows referred to in our report of even data.

For and on behalf of the Board of Directors

Sdy- Sd/- Sd/- Sdy-
{B.L Verma) [Sudershan K. Sharma) (Manmohan Sharma) [Arriit Kashiyvap)
D.G.M. [Finance) Company Secretary Director [Finance) Managing Director

DM No. 03480582 DIN No. 7453973
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STATEMENT OF CHANGES IN EQUITY

Rs. in Lacs

Other Equity Total
EL'|IJ||."|.I Fl’:.j'}‘_' r'-'?:-.ﬂ. [ F O prthl_'r'l."}]l.l' Total
Particulars Lhare 0 rplu: Income CrFohaer Total
T Aemedsurament of | Eguiity
P Retained fhe Net defined Benefil :
i Ess=ty Liability
| ket i [Met af Tax)
Changes in Equity Tor the year ended on March, 2020
Dpening Balance as on 1st April 2015 192756 ~42200 0 222001170558
Equity shares issued during the year £5300 25300
Other Comprehensiva Income for the Period 0 0 [i]
Profit /Loss for the period 12874 -13827| -17824
Loss of Joint Venture 2 2 2
Dividend
Dividend Tax i o
Opening Adjustments in retained Earnings o ) b o
Closing Balance as at March 31st, 2020 21 -35022 . 2{183034
For and on behalf of the Board of Directors
5d/- Sdf- Sd/- Sedf-
(B.L. Verma} [Sudershan K. Sharma) (Manmohan Sharma) (Amit Kashyap)

0.G.M. [Finance) Company Secretary Director (Finance) Managing Director

DIN No. DB480582

DIN No. 07453573

B
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HIMACHAL PRADESH POWER CORPORATION LIMITED

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 315T MARCH, 2020

1. INFORMATION AND SIGNIFICANT ACCOUNTING POLICIES:
A, REPORTING ENTITY

Himachal Pradesh Power Corporation Ltd, (the “Company®) s a Company domiciled in India and limited by shares {CIN:
U40101HP20065GC030591). The address of the Company's Registered Office is Himfed Building, BCS, New Shimla
{H.F}-17100%, India. Electricity generation is the principal business activity of the Company,

B. SIGNIFICANT ACCOUNTING POLICIES
1.1 BASISOFPHERARATION

1.2

1.3

1.4

The preparation of the financial statements reguires management 10 make estmates and assumptions that
may impact the application of accounting policies and the reported value of Assets, Liabilities, Income,
Expenses and related disclosures concerming the items involved as well as contingent assets and liabilities at the
balance sheet date. Actual results could vary from these estimates. The estimates and management's
judgements are based on previous experience and other factors considered reascnable and prudent in the
circumstances. The estimates and underlying assumptions are reviewed on an cngaing basis. Revisions to
accounting estimates are recognized in the period in which the estimate is revised If the revision affects only
that period or in the period of the revision and future periods, if the revision affects both current and future
years.

BASIS OF MEASUREMENT

The financial statements have been prepared an the historical cost basis except for certain financial assets and
lizbilithes {including derivative instrumants) that are measured at fair value (refer accounting policy regarding
financial instruments). The methods used to measure fair values are discussed further in notes to financial
statements.

FUNCTIONALAND PRESENTATION CURRENCY

These financial statements are presented in Indian RBupees (INR), which |5 the Company's functional currency.
Al financial information presented In INR has been rounded to the nearest Lacs, except as stated otherwise,

CURRENT AND NOMN-CURRENT CLASSIFICATION
The Company presents assets and liabilities in the balance sheet based on current/non-current classification.

An asset is current when it is:

Expected to be realized orintended to be sold or consumed in normal operating oycle;

Held primarily for the purpose of trading;

Expectad to be realizad within twelve months after the reparting period; or

Cash or cash equivalent unless restricted from being exchanged or used to settle a liability for at [east twelve

months after

-

the reporting period. All other assets are classified as non-current.

A liability is current whan:

Itis expeched to be settled In normal operating Coycle;

Itis held primarily for the purpose of trading;

Itis due to be settied within tweive months after the reporting period; or

There is no unconditional right to defer settlement of the liability for at least twelve months after the reporting

periad.

1.5

All athar liabilithes ara classified as non-current. Deferred tax assets/Habilities are classified as non-current.
PROPERTY, PLANT AND EQUIPMENT (PPE)

a2) The Company has opted to utilize the option under para D7AA of Appendix D to Ind AS 101 which permits
to continue to use the Indian GAAP carrying amount as a deemed cost under Ind AS at the date of
transition to Ind AS, Therefore, the carmying amount of property, plant and equipment acoording to the
Indian GAAF as at April 1, 2015 .. Companies date of transiton to Ind AS, wers maintained in transition (o

M



L&

1AL PRADESH POWER CORPORATION LTD, ANNUAL REPORT 20119.2020

d}

f

Bl

h)

ind AS.

Ay itern of PPE is recognized as an asset if it is probable that future economic benefits associated with the
item will fiow to the Campany and the cost of the item can be measured reliably.

PP are initially measured at cost of acquisibon,fconstruction including decommissioning or restoration cost
wharever reguired. The cost includes expenditure that is directly attributable to the
acquisition/construction of the asset. Where final settiement of bills with contractors is pending/under
dispute, capitalization is done on estimated/provisional basis subject to necessary adjustment in the year
offinal settlement.

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

Deposits, Payments / liabilities made provisicnally towards compensation, rehabilitation and other
expenses relatable to land in possession are treated as cost of land.

Aszet created on land not belonging to the company, where the company ks having control over the ese and
access of such asset are included under Property, Plant and Equipment.

ltems of spare parts, stand-by equipment and servicing equipment which meet the definition of property,
plant and equipment are capitalized. The cost of replacing part of an item of property, plant and equipment
is recognised in the camying amount of the item, if it is probable that the future economic benefits
embodied within the part will flow to the Company and its cost can be measured reliably. The carrying
amount of the replacod part is derecognised when no future economic benefits are capected from its use
or upon disposal. The costs of the day-to-day servicing of property, plant and equipment are recognised in
statement of profit and loss as and when incurred, Other spares are treated as "stores & spares” forming
part of the inventory and expensed when used/ consumed.,

Subtaguent expenditure is recognized as an increase In the carrying amount of the asset when it is
probable that future economic benefits deriving from the cost incurred will fow to the company and the
cost of the itemn can be measured reliably.

Property, plant and equipment is derecognized when no future economic benefits are expected from its
use or upon its disposal. Gains and losses on disposal of an item of property; plant and equipmant is
recognized in the statement of profit and loss.

Capital Wark-in-progress

b)

d)

&)

f)

Expanditure incurred on assets under construction (Including a project) Is carried at cost under Capital
Work-in-progress (CWIP). Such cost comprises of purchase prica of asset including other costs directly
attributabile to bringing the asset to the location and condition necessary for it to be capable of operating in
the intended manner.

Cost directly attributable to projects under construction include costs of employes benefits, expenditurs in
relation to survey and investigation activities of the projects, depreciation on assets used in construction of
projects, interest during construction and other costs if attributable to construction of projects. Such costs
are accumulated under “Expenditure Attributable to Construction [EAC)" and subseqguently allocated on
syitemabic basis over major immovable assets, other than land and infrastructure faciliies on
commissioning of projects.

Capital Expenditure incurred for creation of facilities, over which the Company does not have contral but
the creation of which Is essential for construction of the project is carried under "Capital Work-in-progress”
and subsequently allocated on systematic basis over major immovable assets, other than land and
infrastructure fadlities on commissioning of projects. Expenditure of such nature incurred afrer
completion of the project, is charged to Statement of Profit and Loss.

Expanditure on Survey and Investigation of the project is carrled as Capital Work-in-progress and
capitalized as cost of project on completion of construction of the praject ar the same is expensed in the
year inwhich it ls decided to abandon such project.

Expenditure against “Deposit Works” |5 accounted for on the basis of statement of account received from
the concerned agency and acceptance by the company. However, provision is made wherever considered
NECEssary,

Claims for price variation / exchange rate variation in case of contracts are accounted for on acceptance,
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g} The Expenditure of Corporate office and Sundarnagar design office is allocated to different accounting

units on systematic basis.
LT INVESTMENT PROPERTY

a) Landorabullding or part of building or both held by company to eam rentals or for capital appreciation o r
both s classified as Investment property other than for:

i). Useinthe production orsupply of goods or services or for administrative purpose; or
ii). Saleinthe ordinary course of business.

b} Imvestment property is recognised as an asset when and only when;

i}. Itis probable that the future economic benefits that are associabed with the investrnent property will
Tlow 1o the entity; and
i]. The costofthe investment property can be measured reliably,

c] Investment properties are initially measured at cost, including transaction costs. Subsequent o initial
recognition, investment properties are carried at cost less accumulated depreciation and socumulated
impairment loss, IFamy.

d} Investment properties are derecognised either when they have been disposed off ar when they are
permanenthy with drawn from use and no future economic benefit is expected from their disposal. The

difference between the net disposal proceeds and the carrying amount of the asset is recognized in the
statement of profitand loss in the period of de-recognition.

2] Transfers toorfrominvestment property is made when and only when there is a change in use.
LE INTANGIBLE ASS5ETS

a) Intanglble aszets are identiffable nor-monetary asset without physical substance. Intangible assets are
recognised if;

il. Itis probable that the expected future economic benefit that are attributable to the asset will low to
the entity; and

ii). Thecostofthe assetcan be measured reliably
b} Intangible assets acquired separately are measured on inftial recognition at cost, After initial recognition;

intanglble assets are carried ot cost less any accumulated amortisation and accumulated impalrment
losses.

c]  Seftware (not belng an Integral part of the related hardwane) acquired for Intemal use, Is stated at cost of
acquisition less accumulated amortisation and impairment losses, ifamy.

d} An item of Intangible asset is derecognised upon disposal or when no future economic benefits are
expected from its use or disposal. Gains or losses arising from de recognition af 2n intangible asset are
measured as the difference between the net disposal proceeds and the carrying amount of the asset and
are recognised in the Statement of Profit and Loss when the asset is derecognised,

19 REGLULATORY DEFERRAL ACCOUNTS

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

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

LI10D IMPAIRMENT OF NON-FINANCIAL ASSETS

a) The carrying amounts of the Company's non-financial assets primarily include property, plant and
equipment, which are reviewed at each reporting date 1o determine whether there ks any indication of
impairment. If any such indication exists, then the asset’s recoverable amount |5 estimated. An asset’s
recoverable amount is the higher of an asset’s or cash-generating units (CGU's) fair value less costs of
disposal and its value in use, Recoverable amount is determined for an individual asset, unless the assat
does not genarate cash inflows that are largely independent of those from other assets of the Company.
When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered
Impaired and Is written down to Its recoverable amount. The resulting impairment loss s recognised in the
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Statement of Profitand Loss.

b) Inassessing value in use, the estimated future cash flows are discounted to their present value using a pra-
tax discount rate that reflects current market assessments of the time value of money and the risks specific
to the asset. In defermining falr value less costs of disposal, recent market transactions are taken into
account. IFno such transactions can be identified, an appropriate valuation model is used.

¢] Impalrment losses recognized In earller period are assessed at each reporting date for any Indication that
loss has decreased or no longer exists. An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. An impalrment loss is reversed only to the extent
that the asset’s carrying amount does not exceed the carrying amount that would have been determined,
net of depreciation or amortisation, if no impairment loss had been recognized.

L11 INVENTORIES

a) Inventories mainly comprise stores and spare parts to be used for maintenance of Property, Plant and
Egulpment.
b} Costindudes costof purchase and other costs incurred in bringing the inventories to their present location
and condition, Coast is determined on welghted average basis.
¢] MNetrealizable value is the estimated selling price in the ordinary course of business, less estimated costs of
comgpletion and the estimated costs necessary to make the sale.
d) Thediminution inthevalue of obsolete, unserviceable and surplus stores & spares is ascertained on review
and provided for. Scrap ks accounted for 23 and when sold.
L1 FOREIGN CURRENCY TRAMNSACTIONS
A} FUNCTIONALAND PRESENTATION CURRENCY:

Financial statements have been presented in Indian Rupees (T), which ks the Company's functional and
presentation of currency,

B] TRANSACTIONS ANDBALANCES:

). Transactions in foreign cummency ame initially recorded af exchange rate prevailing on the date of
transacton. At each Balance Sheet date, monotary items denominated in forelgn currency are translated
ot the exchange rates prevalling on that date, Non-monatary [tems denominated in foreign currency ane
reported at the exchange rate prevailing at the date of transaction.

i}, Exchange differences arising on translation or settement of monetary items are recognised In the
statement of profit and lossin the yearin which it arises.

LIFFINAMCIAL INSTRUMENTS =INITIAL RECOGNITION, SUBSEQUENT MEASUREMENT AND IMPAIRMENT

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or
equity instrument of another entity.

A) Financial Assets

A financial asset includes inter-alia any asset that is cash, equity instrument of another entity or contractual
obligation 1o receive cash or another financial assets or to exchange financial asset or financial lkability under
condition that are potentially favourable to the Company. A financial asset is recognized whien and only when
the Company becomes party to the coptractual provisions of the instrument, Financlal assets of the Company
comprise cash and cash sguivalents, Bank Balances, Advances to employees contractors, security deposit,
claims recoverable ate,

Measurement:

The company measures the trade receivables at their transaction price if the trade recelvables do not contain a
significant financing component. & receivable is classified as a 'trade receivable’ if it is in respect to the amount
due from customers on account of goods sold or services rendered in the ordinary course of business,
De-recognition:
Financial asset is derecognised when all the cash flows associated with the financial asset has been realised or
such rights have explred.

B) Financial liabilities:
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Financial liabllites of the Company are contractual obligation to deliver cash or another Anancial asset to
anather entity or to exchange financial assets or financial liabilities with another entity under conditions that
are potentially unfavourable to the Compamy. The Company's financial llabllites include loans & borrowings,
trade and other payabbes etc.

Measurement:

al Financial llabilities are measured at amortised cost using the EIR method. Gains and losses are recognised in
Statement of Profit and Loss or in the “Expenditure Attributable to Construction” If ancther standard permits
inclusion of such cost in the carrying amount of an assat, whean the liabilides are deracognized as well as
through the EIR amortisation process.

bl Amortised cost s calculated by taking into account any discount tor premium on acquisition and fees or costs
that are an integral part of the EIR. The EIR amortisation is included as finance costs in the Statement of Profit
and Loss,

De-recognition:
Afinancial llabllity 1s derecognised when the obligation under the llability is discharged or cancelled or expires.
L14 INVESTMENT INJDINTVENTURES AND ASSOCIATES:

gl A jolnt venture 15 a iype of joint arrangement whereby the parties that have joint control of the arrangement
have rights ta the net assets of the joint venture. Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when declslons about the relevant activities reguire unanlmous consent of the
parties sharing control.

bl Anassociate isan entity aver which the Company has significant influence. Significant influence is the power to
participate in the financial and oparating policy decisions of the investee but does not have control or joint
control over those policies.

€] The investment in joint ventures and associates are carried at cost. The cost comprises price paid 1o acgulre
investment and directly attributable cost.

L15LEASES

The determination of whother an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease, Appendix C, Ind AS 17 deals with the identification of contracts that
do not take the legal form of a lease but conveys right to customers/ suppliers to use an asset in return for a
payment ar series of payment.

A lease iz classified at the inception date as a finance lease or an operating bease. A lease that transfers
substantially all the risks and rewards incidental to ownership ta the Company s classified as a finance lease, An
operating lease i a lease other than afinance lease,

Power Purchase Agreements [PPAs] in the nature of embedded lease with a single beneficiary whare the
minimum lease term i for the major part of the plant’s economic life and the rminimum lease payments amount
to substantially all the fair valuee of the plant are considered as @ Finance Lease. Other embedded leases are
considered as Dperating Lease.

OPERATING LEASE:

Leases in which 2 significant portion of the risks and rewards of ownership are retained by the lessor are
classified as operating leases, In the case of operating leazses or embedded operating leases, the lease Income
from the operating lease is recognised in revenue on the basis of generation from such Plant. The respective
leased assets are included in the balance sheet based on their nature.

1.16 GOVERNMENT GRANTS

a) Governmeant grants with a condition to purchase, constructor otherwise acquire long-term assets are initially
measured based on grant receivable under the scheme. Such grants are recognised in the Statement of Profit
and Loss on a systematic basis over the useful life of the asset. Amount of benefits receivable in excess of grant
income accrued based on usage of the azsats is accounted as Government grant recelved in advance, Changes
in estimatas are recognised prospectively over the remaining fife of the assets.

b} Government revenue grants relating to costs are deférred and recognised in the Staterment of Profit and Loss

T
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overthe period necessary tomatch them with thie costs that they are intended 1o compensate.

LITBORROWING COSTS

Borrowing costs consist of interest and othaer costs that an entity Incurs In connection with the borrowing of
funds, Borrowing cost also includes exchange differénces {o the extent regarded as an adjustment to the
borrowing costs. Borrowing costs directly attributable to the acquisition, construction/erection or production
of a qualifying asset that necessarily takes a substantial period of tme to get ready for its intended use or sale
are capitalised as part of the cost of the asset. Capitalisation of borrowing costs ceases when substantially all
the activities necessary to prepare the gualifying assets for thelr intended uses are complete. All other
borrowing costs are expensed in the peclod in which they ocour.

LIEPROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

d}

Aprovision s recognised when:

the Company has presant legal or constructive obiigation as result of past event;

Itis probable that an outllow of economic benafits will ba required to settle the obligation; and
areliable estimate can be made of the amount af the obligation.

If the effect of the time value of money (s material, provision is determined by discounting the expected future
cash flows at a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the Hability. When discounting Is used, the increass in the provision due to the passage of time is
recognized as finance cost.

The amount recognised as provision is the best estimate of consideration required to ssttle the present
obligation at reporting date, taking into account the risks and uncertainties surrounding the obligation,

When some or afl of the economic benefits required to settie a provision are expected to be recovered from a
third party, the recelvable is recoginised as an asset If it ks virtually certakn that relmbursement will be recelved
and the amount af the

recelvable can be measured reliably.

Contingent liabilities are possible obligations that arise from past events and whose existence will only be
confirmed by the ocourrence or non-occurrence of one or more future events not whelly within the control of
the Company. Where it is not probable that an outflow of economic benefits will be required, or the amount
cannot be estimated reliably, the obligation Is disclosed as a contingent lability, unless the probability of
outflow of econaomic banefits s remote. Contingant liabilities are disciosed on the basis of judgment of the
management. These are reviewed at each balance sheet date and are adjusted to reflect the cumrent
management estimate.

Contingent asset is a possible asset that arises from past events and whose existence will ba confirmad only by
the ocourrence or non-occurrence of one or more uncertain future events not wholly within the control of the
company. Contingent assets are disclosed in the financial statements when inflow of economic benefits is
probable on the basis of judgement of management. These are reviewed at each balance sheet date and are
ad|usted to reflect the current management estimate,

L19 REVENUERECOGNITION AND OTHER INCOME

Revenue from sale of energy is accounted for at rates as per the PPA & Agreement signed between HPPC Lid.
and HPSEB Ltd_Tata Power Trading Company Ltd, (TFTCL).

1.20 EMPLOYEE BENEFITS

b)

B

Employee benefits consist of wages, salaries, benefits in kind, provident fund, pension, gratuity, post-
retirement medical faclliies, leave benefits and other terminal benefits etc,

Short-term Banafits

Shori-term employee benefit obligations are measured on an undiscounted basis and are expensed in the
period inwhich the service is provided.

Terminal Bepefits
Expenses incurred on terminal benefits in the form of ex-gratia payments and notice pay on voluntary
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retirement schemes, if any, are charged to'the profit and loss in the year of incurrence of such expenses,

171 DEPRECIATION AND AMDRTIZATION

1]

b
c}
d)
e}

i)

it}

iv)

v

¥}

Depreciation on Property, Plant & Eguipment of Operating Units of the Company Is charged to the Statement of
Prafit & Loss on stralght-line method following the rates and methodology as notified by HPERC for the fixation
of tariff in accordance with Schedule-|l of the Companies Act 2013, except for the assets specified below:

Depreciation is charged on Stratght Line method following the rate & methodology notified by the H.P State
Electricity Regulatory Commission (HPERC) for the purpose of fixation of tariff asamended from time to time,
except in case of:

Muobile Phones are depreciated fully & 25% PA, in 4 years.
Kitchen ivems and small office items are depreciated over the period of 3 vears, keeping 10% residual value,
Assets costing Rs. 5000/- or less are depreciated fully in the year of procurement.

Expenditure on software is recognised as "Intangible Asset" and amortised fully over three years on SLM or
overa period of its legal rights to use, whichever is less.

Infrastructural deveiopment construction power depreciated @5.28% SLM under the head any other assets
not covered in the HPERC Schedule.

Depreciation is provided on pro-rata basis from the month in which the asset becomes obsolete is provided Gll
the end of the month inwhich such declaration is made.

Expenditure on catchment area treatment (CAT ) Plan during construction is capitalised
along with Dam/Chvil works. Such expenditure during O & M stage is charged to revenue in
theyearofincurrence of such expenditure

Where the cost of depreciabie assets has undergone a change during the year due to increase/decrease inlong
term liabilities on account of exchange fluctuation, change in duties or similar factors, the revised unamaortised
balance of such assetsis depreciated prospectively over the residual life.

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

Deprecation on assets tll start of commercial production has been shown under ‘incidental Expenditure during
constructon® under capital work in progress.

DPepreciation on addition/deduction from fixed assets during the year s charged on pro-rata basis from/up to
the date, when the assetis avallable for use/dispasal,

(wii) Leasehaold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever fs

lenaser,

viil}) Depreciation on assets tll start of commercial production has been shown under Incidental Expenditure during

ix)

(x)

ki

constructon” under capital work in progress.

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

Leasehold land is amortized pro-rata through depreciation over the period of lease or 40 years, whichever is
lonwier,

Tangibie Assets created on leasehold land are depraciated to the extent of 30% of original cost over the balance
available lease period ol respective land from the date such asset is available for use or at the applicable
depreciation rates & methodology

natified by HPERC tariff regulations for such assets, whicheveris higher.

Whaore tha cost of depreciable assets has undergone a change during the yoar dus to increase/decrease in long
term Habilities on account of exchange fluctuation, price adjustment, settiement of arbitration/court cases,
change in duties arsimilar factors, the unamortized balance of such assets is depreciated prospectively over the
residual life of such asset determined following the applicable accounting policies refating to depreciation/
amartization.

T
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wiil) Where the life and / or efficiency of an asset isincreased due to renovation and modernization, the expenditure
thereon along with its unamartized depreciable amount is charged prospectively over the revised / remaining
useful life determined by technical assessment,

xiv} Spare parts procured along with the Plant & Machinery or subsequently which are capitalized and added in the
camying amount of such items are depreciated over the residual useful life of the related plant and machinery at
the rates and methodology notifled by the HPERC.

L2} INCORME TAMES
Income tax expense comprises current tax and deferred tan.

Current Tax is recognised in the Statement of Profit and Loss, except to the extent that it relates to items
recognised directly in aguity or other comprehensive income, in which case the tax is also recognised directly in
eguity orin other comprehensive income.

gl CURRENTINCOME TAK

Current tax |5 expected tax payable on taxable profit for the year, using tax rates enacted or substantively
enacted atthe balance shaet date and any adjustments to tax payabie in respect of previous years.

b} DEFERRED TAX

Deferred tax is recognised using the balance sheet method, providing for temporary differences between the
carrying amounts of assets and llabilities for financial reporting purpeses and the amounts used for taxation
purposes. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences
when they reverse, based on the laws that have been enacted or substantively enacted by the reporting date.
Deferrad tax assets and liabilities are offset if there is a legally enforceable right to offset current tax iabilides
and assets, and they relate to income taxes levied by the same tax autharity on the same taxable entity, oron
different tax entities, but they Intend to settle current tax Habilites and assets on a net basis or thelr tax assets
and liabillties will be realised simultaneously,

Deferred tax is recognised In the statement of profit and loss except to the extent that it relates to fems
recognised directly in other comprehensive income or equity, im which case it &5 recognized In other
comprehensive Income or equity, A deferrad tax asset ks recognised to the extent that it is probable that future
taxable profits will be available against which the temporary difference can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent that it s no longer probable that the related tax
benefit will be realised.

1.23 EARNINGS PER SHARE:

Basic earning equity share is computed by dividing the net profit or loss attributable to equity shareholders of
the Company by the weighted average number of equity shares outstanding during the financial year.

1.24 STATEMENT OF CASH FLOWS
a) Cash and cash eguivalents includes cash/drafts/cheques on hand, deposits held at call with financial

institutions, other short-term highly liquid investments with original maturities of three months or less that are
readily convertible to known amounts of cash and which are subject to an Insignificant risk of changes in value.

b} Statement of cash flows is prepared In accordance with the indirect method (whereby profit or loss Is adjusted
for effects of non-cash transactions) prescribed In Ind AS-7 "Statement of Cash Flows",

1.25 MATERLAL PRIOR PERIOD ERRORS
Material prior period errors are corrected retrospectively by restating the comparative amounts for the prior

periods presented in which error occurred. If the error occurred before the earliest period presented, opening
balances of assets, Habilites and equity for the earliest period presented, ane restated.

I
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HIMACHAL PRADESH POWER CORPORATION LIMITED

F 4 NOTES TO ACCOUNTS
The amounts bn financial statements are presented In India Rupees . The previous year Agures have also been
reclassified / regrouped [ rearranged wherever necessary to confirm to this year's classification.

Amount as at
2 N Sub Mot

21 Propory, Plant & Equipment 211 30:2411.07
22 Capital work in Progriss 2.2.1 32956630 i
23 intanglble assots 231 817
TOTAL 631986
2. Intangible Assets undar Dovelopingnt
i TOTAL ‘Al

2.5 INVESTMENTS

Note 2.5.1
Invastment accounted for Using Equity Method
Mon- Trade - unguoted (Al Cosl)
a) Interest in Joint Venture Companies

The entity listed below has share capital consisting sclely of Equity Shares, which are held directly by the

group. The country of incorporation or registeration is also the principal place of business and the proportion
of ownership, inferest is the same as the proportion of voting rights hedd.

Place of Business Accounting method

Himachal Emta Power Limited India Equity Method
{Rs. In lacs)
Particulars As Af March 31, 2020 As Af March 31, 2018
Cramership Intenest
50% 50%
Carmying Amount
Himachal Emta Power Limited 50,38 52 85
. 50.38 52 85
Less: Provision for Doubtful Investment 338 338
Reclassification of carrying amount adjusted in Relained Eamnings 287 -285
.00 0.

The company has made an imestment of Rs, 337.5 Lacs in the equity of Himachal Emta Power Limited (HEPL)
which has been esiablished as Companies joint Venture with Emia for setting up (2°250MW) thermal Power Plant
al Raniganj, Wes! Bengal. The conpany has 50% equity participation in HEPL. The objective of joinl venture s coal
block for ensunng the uninferupted fuel supplies therelo, However, Horble supreme Court of india has cancelled all
allptiment of coal block and termed all captive coal block allocation since 1993 as illegal. The joint veniure company
of Himachal EMTA has filed a claim to the ministry of Coal for expenditure incumred on the project & has not
recaived the claim for the Ministry of Coal as yel. Provision for Doubthul Invesiment has been made in books as final
shares from the Himachal Emia is recebwed by the company.
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Note.5.2
Shares of Profit of Jaint Ventures accounted for using the Equity Mothod,
(Rs. In laes]
Particulars As At March 31, 2020 _As At March 31, 2019
Himachal Emta Power Limited 0.33 2
033 2

Explanatory Mole
Bummarised Financial Information for joint Ventures

The table below provide summansed financlal infomation for Jalnt wntune of the group. The information disclosed
refiect the amount presented in the financial statemens of the jint weniure. Thay havwe been amended to reflect
adjustments made by e entity when using the equity methad, Incleing fir wive adjusiments made af the time of
acquisilions and modificalions for dferences in accounting policy .

IR In lacs)
Summarised Balance Sheot _As At March 31, 2020 As At March 31, 2019
Assets
Mon Current asssls 254 252
Cumranl Assels 2 2
Total assets 257 255
Liabllitios
Men Current Liabilities 157 151
Cisreni Linbidilies 3 3
Total Liabilities 1538 153
Mot Assets 38 101
MNote 2.5.3 (Rs. In lacs)
Recanclliation of Carrylng amount
Cipaning et Assels 161 108
Profill Loss during lhe year =1 -3
Cither Comprehenaie Income
Reclassification Adjusimanis
101 106
Group Share In Percentage 50, S0%
Group Share In Rupees 50 53
Summarised profit & Loss
Other Incoma 1
Other Expenses =1 .
Dopracaition and Amortization a
Income Tax & =3
Mot Loss : =1‘_' 3
Group share |n Rupses 1] =2
2.6 Loans (Rs. In lncs)
Particu inrs
Security Deposits
Secured Considered Geo .74
Ursscured considersd good 141,18
Doubilul
143
Loans o other Employess
- Secured considerad good o [
Unaecurad Conslidared Good o I8
= Daubiful i
Total 143 r.!
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17 FINAMCIAL ASSETS- OTHERS

Amaunt as at Amount &l at
Particulars = g :
Mianh 318 2020 RAERER 318t 2011

Interest Accrued but not due on deposits with Banks
Deposit with Courts =
Other Deposits z
Unbilled Revenue
Bank Deposit with maore than 12 months maturity -

TOTAL r

26  DEFERRED TAX ASSETS 0
TOTAL =

29 REGULATORY DEFERRAL ACCOUNTS- DEBIT BALANCE -
TOTAL ’

.10 MON - CURRENT ASSETS
Other Non Current assets

s At March 31 A5 AT March 31
2020 2019

Particulars

Capital Advances
Advances to Suppliers and Contractors
Covered By Bank Guarantes 1]
Unsecured Consideresd Goad 7,678
Others 414
Loans and Advances to Related Parties
Loans and advances to loint Venturas
Secured Considered Good

Unsecured Considered Goad

Less : Provision for Doubtful Advances

Advances to Others
Othiers- Secured Considersd Goad

3

1)

)

Others- Unsecured Considered Good 65
0

2

i

0

L5k

Capital Stores at Cost
Other ltems

Recoverable from Contractors
Others- Seured Considered Good
Dthers- Unseured Considered Good
Recoverable from staff 0.00
Depasits with Income Tax Authorities 8,875
Qther Recoverable

Leas:Provision Tor Doubkful Recoverable E
Grant Receivables- Nen Current 71852
Prepaid Expenses 0
Deferred Empoyee Banefits Expanse

Total Other Non- Current Assets 25964
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HIMACHAL PRADESH POWER CORPOR)

CURRENT ASSETS
11  INVENTORIES

Particulars

[rwentories

Ad At March 31

2010

As A March 21,

2015

Loose Tools
Stores and Spares 553
Less : Provision for Shortage of store and Obsolescence

TOTAL 553
FINANCIAL ASSETS

1.13 TRADE RECEIVABLES

Particulars

sacured Considerad good

Az A1 March 31,

A
2020

A5 A Moreh 31
2019

Unsecured Considered good:

Power 78

Lab Charges

Doubiful

Related Party 24
TOTAL 102

213 CASH AND CASH EQUIVALENTS

Fartieulars

Term Deposits {having original maturity of upto 3 months)

AL AL March 41,

20210

Ay AF March 31,

2015

Cash and Bank Balances

Cash in Hand

Stamps in Hand

Remittances in Transit

Balance with Banks

Term Deposits with maturity upto 3 months

TOTAL

£:14 HBANK BALANCE - OTHER THAR ABROVE

Particulars

Earmarked Balance [ Unpaid Dividend)

As AL March 31,

20210

As Al March 31,
2004

Margin Maoney for Pledged Deposits

Other term Depasits having maturity pericd of more than 3 mont

hy

Margin Money for BG/ Letter of Credit

TOTAL

215 LOANS

Particulars

Security Deposits

Az AF March 31,

P
FAbFLL

A5 Al March 31,

Foihh

- Secured Congidered Good
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Unsecured considered good

- Doubtiul

Loans to Related Parties

Loans to Directors

- Secured considered good

- Unsecured considered good

- Doubtiul

Loans to Other Related Parties

Recoverable from Staff

B

Advances to Employees

i

Secured considered good

Unsecured Considered Good

Doubthul

TOTAL LOAN

=rh-l1

2.16 DTHER ASSETS

ParHcular

Irierest Accrued but not due on deposits with Banks

AL at March 41 AR AL March 31

2020 2015

Interest recoverable

Amount Recelvable from Others

Accured Interest on Advances to Others

Amount Recoverable from Contractor & Suppliers

Others: Secured Considered Good

Others- Unsecured Conshdered Good

Ocher Currant Assets

TOTAL OTHER FINANCIAL ASSSETS

217 CURRENT TAX AS5ETS

Parbicidlars

Current Tax Assets

{Rs, In lacs)
Az gt March 31, As AL March 31

200 ALY

TOTAL

2.18 DTHER CURRENT ASSETS

Farticulors

Advances Others

s at March 31

L1200

Secured Considerad Good

Unsecured considered good

Advance to Suppliers and Contractors

Securad Considerad Good

Unsecured considered good

Doubtiul

Lezs Provision for Doubtiul Advances

Advances to Govt Departments

Secured Considered Good

Unsecured considered good

Doubtiul

Prepaid Expenses

Amount RBecoverable from tax authorities

Deposits with Courts

Other Recoverable
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Doubtful

Prepaid Expensas

Amount HEtnwerahI: frnrn tax au‘thl;:nrmeg

Deposits with Courts

Qther fecoaversole :
TOTAL

2.1%

EQUITY SHARE CAPITAL

Az at March 3L, 2020

Particulars

ING. of Shares

AUTHORISED
Equity Shares of par value @ 1000/- each

Share Capital

1hE, A L)

As At March 31, 2019

Share Capital
| B, W Lai 'l|

IM:’: of Shares

ISSUED, SUBSCRIBED AND FULLY PAID UP 21805633 218056
Equity Shares of par value @ 1000/ each fully pald up
TOTAL 218056

As ot March 31

NAME QF THE SHAREHCOLDER
No. off Shardi

2020

Ax At March 31, 3019

MNo. of Shares F

Governmant of Himachal Pradesh (GoHP) —

Himachal Pradesh Infrastructre Dn'qlupmznt Enan:l 11871507

Himachal Pradesh Electricity Board Limited 1307731
TOTAL 21805583

Az ot March 3

R mmEaR Lt sl L LT T el T =0 B rmiidm Ll bR

Share Capital |

Fartculars |
NG, of Shares

L. 20320

I8e. Wi L)

192756

Share Capital

(
! Mo, of Shares Bs e bisss
L

19275633
2530000(

Number of shares at the beginning
Mo. of shares issued during the year

Mo. of shares Bought Back during the year
Mumber of shares at the end

25300

21805613

230 OTHER EQUITY

Partioiulars

S EERAES SR Y

Az ot March 31,

&z AF Minrch 31,

2020

Opening Balance (22199
Add: Profit for the Year as per Statement of Profit and Loss =12824
Less : Loss of joint venture 2

Closing Balance
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221 BORROWINGS

: AL at Maren 31, A% at March 31
Partciilsir n1g
il PN B

Bonds or Debentures

Total

Term Loans
From Banks:

] Secured
Laan fram WSO Benk (Secured)

Total (A)
B Unsecurad:

Government of Himachal Fradesh Loan for Shongtong HEP
(Rais of interest 3 B3% p.a_ payable in halfyealiy
mgtaiments from july 2075 to Janvary 2028)

Govermment al Himachal Pradesh Lean far Shongteag HEP
{Raie of interest 0.75% p.a. payable in halfyeaidy
imgtalments from july 2023 te January 2053)

Gowernmant of Himachal Pradeah Loan

Gavernment of Himaschal Pradesh Loan (Trench 1]

(Rala of interesf 10% pa payable fa paary Instalments af
pringipal and Interest from apr! 18 to Jeavary 2025

Government al Himachal Pradesh Lean (Trench 2]
(Rrie of interee! 10% pe payabie in yeary inatalments of
principal and Inferesi from april 18 fo January 2025)

Gavernmant of Himachal Pradesh Loan (Trench 31
(Rate of interast 10% pa payable in yearly instaiments of
princlpal and inferes! fram agel! 18 1o January 2026) 1,04, 051

Govermnment ol Himagchal Pradesh Loam (Trench 4)
(Rate of interest 10% pa payebie in yoenry irstalments of
pringlpal and mleresf fram aprl 18 to Jaauary 2027]

Govwemmaeant of Himachal Pradeah Lean (SEC.TRM.LOAN HP Gavt)

Total (B) &

Total Tarm Loans from Banks (A+B) =

2.2 OTHER FINANCIAL LEABILITIES

Depasits, Retenton Money from Contraciors and Others 6,086
Liabiithes For Contractors & Suppliers 55
Other Expenie Payahie o
Govt. Dues Payahie 1]
Prowision for Exponses 4,109
Deferred Repayment of Interest of GOHP Loan 147,
TOTAL 157698
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2313 PROVISIONS - NON CURRENT

o As at Marcn 31, As AT March 31,
AFtCL AL 2070 019

Prowvisions

Gratuity

Leave Enchasment
Pension Contribution

TOTAL

A5 at For the vear | A5 ot
Parficulars . Y

01.04.2019] Additions | Write Back/ Transfer| Utillzation | 31.03.2020

Unfunded Employee bensfit

Pensian Contribution 186

Gratuity 1030 682 1020

Leave Enchasment 2179 798 1038
TOTAL| 5650 1666 2058

2.24 Other Non Current Liabifities

As at Marnch 31, Af A March 31,

Partaculars ¥
2030 20149

Capital Grant government of India

Utilised Grant

Rznuka

Opening Balance 68,680
Additions during the year 7,521
Less: Acculumated depreciation on fixed Assets 199
Closing Balance 76002
Gyspa

Opening Balance 1,066
Additions during the year ar
Less: Acculumated depreciation on fixed Assets 33
Clasing Balance 1071
Total Utilised Grant 77073

The Renukaji Dam Hydro Electric Project and Gyspa Dam project |s being implemented by HPPCL as a National Project
andis fully funded by the Govermment of India and Gevernment of Beneficiary States. The Contributions received for
Renulaji Dam project from the Central Government, Delhi, Jal Board and the haryana Government aggregating Rs.
689.52,79,755/- and for Gyspa Dam project from PWE Rs.500,00,000/- has been treated as per Capital Reserve, (net of
depreciation) in compliance with AS 12.

215 TRADE PAYABLES

As @t March 31 AS Al March 31
s I | A EhR

Particulars

s
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Z.260

OTHER CURRENT LIABILITIES

G ot March 31 A5 AL March 11,

20210 2019

PRrTCulnrs

Liahilities for employees Remuneration and Benefit
Share Application Money pending Allottment a
Irberest Accrued and Due on Loan 0
Govermment of Himachal Pradesh Loan 0
Salary & Other Exps. Payable to Employees K
Advance for deposit Waork 1404
Deposits, Retention Money from Contractors and Others 2279
Liabilities for Government Departments 1BB9
Liabiities Far Contractors & Suppliers 2300
Provision for Expenses 4712
Taxes and Duties Payable 177
TOTAL 12928

227 BORROWINGS

|| e FTH B
Ay at March 31 A¢ Ar March 31,
Parficulars T
2020 1018
Sacured
From Banks

From Other Parties

g

TOTAL
.28 RAEVENUE FROM OPERATIONS

As @t March A1 A% At March 41

2020 | 2019

Particulars

Sales
Energy Sales

Sale of Services

Rent from Property

Rent of Land

Total Revenue from Operations

229 MISCELLANEOUS INCOME

Blls| |3

As at March 31 Az At March 31,

Particulars
cichala 2020 2019

Incame for providing Design works/Lab Receipt
Interest from Banks

Late Payment Surchargs

Rebate NRLDC Fee Chg

Imterest on Bank Deposit - FDR's

Others

Sale of Scrap

Prior Pariod Incoma

Hnngnnﬂsw

TOTAL
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230 EMPLOYEE BENEFIT EXPENSES

Paroculam

Salaries Wages, Allowances and Benefits

A5 Bt hare

o
i F i

Al s AL Narch 31
1015

Contribution to Provident and Other Funds 48
Leave Salary and Pension Contribution =101
Weliare Expensas 148

TOTAL 1034
£.31 FINANCE CO5T

Particulsrs

Bank Charges

Ad &t March 11

P~
Fd brd 1)

e

20148

Interest on term Loan 12955
Others 12
TOTAL 12,967

2.3} DEPRECIATION AND AMODRTIZATION EXPENSE

Particiulars

Depreciation for the Year

Ad at Mareh 41,

2020

A% AE Miarch 31,
2018

Depeciation Charged to Statement of Profit & Loss

2331 OTHER EXPENSES

Particulin

As at March 31,

! LBLYY

A% At March 31,

2020 2015
Repair and Maintenance
Buildings 43
Roads 31
P hi 560
Office Equipments & Furnitures 1
Civil Warks 108
Electro Mechanical Works ]
Vehicles 1
Dthers o
Less: Claims Recelved from Insurance Companies *
Rent, Rates and Taxes 17
Insurance:
Vehicles 0
Other Assets 20
Security Expenses
Electricity & Water Charges 31
Less:- Recovered from Emplovess & Contractors
Research and Development
Travelling & Conveyance 2
:1'rarﬂr|| Expenses o

Less:- Cost of Application Forms Received
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_Legal and Professional Charges

Communication Expenses

Printing & Stationery

Statutory Audit Fees

ol wlB

Publicity and Advertisement Exponses

Advertisement & Publicity

Expenses in relation to sale of power

Free Pawer

EMP Expenses

Hiring of Vehicles

Vehicle Running Charges and Insurance Charges

Annual Technical Support- SAP

Fees and subscription

Expenses on Translt Camps

Books B Periodicals

Haospitality and Entertainment Expansa

Freight and Labour Charges

Postage and Telegram Expenses

Ralsing Day Expense

Rebate to Customers

ﬁ@hnnnﬁquuﬁﬂgﬁ wlo

Provision for Doubtful advances

Disaster Managensent Plan Exps.

Directors Sitting Fees

Deferred Revenue Expenditure Written OFf

hheﬁngﬁpem:i

Environment & Ecology Expenses

Office Expenses

Prior Pariod Expenses

Expenditure Write Off

Interest & penalties under | Tax

Miscellaneous Expenses

B nEHEq

Em:hanp Rate Variation

AM00R00 R&R Schemes / Plan

Expenditure on Catchment Area Treatment

Fm]n.-:tinwgmﬂnn Expenses

Expenses on Regulated Power

Less: Regulated Power Adjustment - Sales

Rehabilitation Expenses

Local Area Development Expenses

TOTAL

8
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2.34 EARNING PER SHARE BASIC AND DILLUTED

Met Profit after Tax

Weigted Average no. of Shares 20,540,633
Face Value of Shares 1,000
EPS (62.43)




SUB MOTE N 2.1 SCHEDULE OF PROPERTY PLANT AND EQUIPBIENT

GROSS BLDCKE

Particufars

smbatern) | [0 ]
N pianiemg ‘I N1, 003 _HEhE

DEFRECIATION

MNET BLOCK fr

[ Ra. In Lac|

Land - Leasehald L ] i) il F 1 o F 23 k|
Land - Freahold A 1L34T 1.0%4 100468 i < 1] 1 101,460 1,475
Residental Buildings 263F o & 2633 430 | 1] T 4,112 2,309
kéon Residential Buildings L] 33 L I 15 i 56 0 320 1aa] 1465
Ten}pumr'p"ihed‘-s.u:'umtﬂuns 10 o o 10 £ 4 L & 3 7
l‘ﬂ:lial:l Civil Works 154057 247 3 165166 14,512 7.392 B 23001 133,185 403
_Roads, Bridges & Traffic Tunnels a o o o o ] o o b 0
Prum:l E-Im: tro H!t.MHH:;J Wiorks 65513 B8 G502 5,668 342 o BH1D 56,792 55 846
" Plant {curnently For Wsber Treatment) 3 W " 1 1 0 2 0 2
Office Nachinary { Like Lab, Fire,safety] 156 6 s 137 a 7 2 a7 p P
Electronics & Electrical [tems 430 13 ¥ 443 113 6 [ 136 306 EH L]
Furnitures & Fixbures 338 (T4 a2 s 111 a8 1] | 145 .k
Computers & [ata Processing Machines 188 10 9 L] Bl 15 o 95 =13 108
Viehicles 156 [ 194 au 1A 1 L] 103 118
Kitchen Items 3 o a 3 ] ] o 2 o
Fire Fight Equipmnts ] o ] o o o o L o L]
BAall Office itema i o i} 1] & i} 0 o L L
Helipad 23 o ¢ N 5 1 o i 18 1]
Bridges & Culverts 54 o 0 580 107 19 o 125 454 473
Server Amd Metwiorks (5] 0 0 B9 T48 F i o 150 FL 153
Roads A5 0 0 A954 w10 163 0 w73 3,881 £,044
Hssets Mot Owned By Company Roads | o 4] @ o a (1] ] o i
Assets Mot Owned By Compary Others i} o (1] o o (i (1] o o (1]
Infrastucture Developmant Construction Povwer B o o 2808 438 1ia L+ 563 3,043 2167
Total (a) 126660 11730 1329 137061 23574 11085 L 34549 302411 503088

g
|
[
.

NP
a1 NOUYHO430D 3 3M0Od HS3AYEd TYHIYWIH

OE0E-610Z LeCeTd TWINNY
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fote ho 3.2.1 : CAPITAL WORK IN PROGRESS [As. Inlacs)
Amount As Additlon Belulnnn | Met rl--."|| m_'m:-um
e at 31.03.2019 | FY 201820 r\'d:::; 1920 ! Fra019.30 | 31032000
Residential Bulldings 2211 24 - 12 (12} 12
Mon Residential Bui1|:|m§5 2211 29 64 - Gl 152
Roads, Bridges & Culverts 1411 191 212 - 12 402
Civil Works 1.2.1.1 111,973 17,458 5,625 11,833 123,805
Electro-Mechanical Works 2213 43,388 7526 345 7,582 50,570
Construction Power 2.2.1.13 a4 o - i} i
Plant & Machinery 12211 - B8 = 8
Land Submerged Area {2212 msso | mmsso|  (1asso) :
investigation & Survey {4211 - - : : -
Ervironment & RLR Expensey 2311 - !Egg? _!Lg'j - =
G.Tatal 174,558 28,764 17,5918 B35 175,393
Expenditure during construction 222 133 647 24,311 (3,785) 20,526 154,173
Total Carried forward to Balance Sheet) 308,204 53,075 31,713 21,362 329,566

ROTE MO 2.2.1.1 PROJECT WISE DETAIL OF CAPITAL WDRE 1N PRDGRESS

Frimaren
Particulars i

Sundernagar - - - - - - 5 = - -
Sawra Kuddu HEP 3 : o| msoal 24702 5 | s : -| 95,213
Kashang HEP Stage-1 g - . 24 = 5 1 . - x 4
Sainj HEP | wsa| ses| ms| | | u%
Renuka Dam Project - i - ¥ - + i | - r =
Shontong HEP + i -| 38306 | 26,268 39 : : £ -| 65,209
Triveni HEP = 3 - 4 = = T n = -] J
Thana Plaun HER < o z + = = i £ L = =
Eﬂ:ﬂ HEP i - & 5 e o . = . i -
Eurgam Sundla I--tl':l:|I i ; a - - . F
Deothal Chanju s A = ; . = ¥ ; : i J
Chanju-iil i 2 - 5 - z 1 x = i
Barra-Dol Solar Power Projscl Ft - - 193 = = H = " o 193
Kashang HEP Stage-|i - 5 ﬁ_m__“ - 5 2 : it A 1393
G Total 12| 52| am2|uasesisosro| aa] o [ o -
Mote Ma 2.2.2 EXPENDITURE DURING CONSTRUCTION {Rs. In lac:
Nirte T Seditian e letien LT A5 @i
Expendiiure During Constnictian No 11032019 Quaring L Ctisrirg 11.03 2030
7014-30 2015.20 F018-70
EXPENSES [A):
Employees’ Benelis Expeases 2321 A ESE 5,234 (&g 4,368 53,226
Finance/interist Cost 13223 55,356 11,629 . 11,629 66585
Deprecintion Expaniei T2 2935 253 . P 3,178
Gffice and Adminisratve Expenses dias 37,334 A.667 12,91%) B T53 43,096
TOTAL (4] 144,485 5,785 {3,785} 22,000 166,485
Lets: Miscellaneous Income 2325 [10,238) [1.474) - [r479) Py
Less: Renukaji & Gyspa Projoct Depreciabion adjustod ¥ %= . = =
Apbiat Copitel Reseve — .
MET EXPENDITURE [B)  [Carried forwaed to CWIP) 133,647 {3.785) 0,516 154173
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Mote No 2.2.2.1

PARTICULA RS

As at
100 2020

Additen
disring
2520

EMPLOYEE BENEFITS EXPFENSES [Expenditure During Conmruction]

Dedmtion
during
2019-200

Pt
Diaring
2018-20

Ha. In lacs

A5 @t
31.03.3015

Salaries, Wages, Allowances and Benefits a7 449 A, 203 {41} 4162 43,287
Cantribution to Provident snd Other Funids 937 Th (17} 59 Ere
Leave Salary and Pension Cantribution 3436 244 (212) n 3,405
Traveliing Exp. o [TF] i i} 26 386
Medical Exp. 526 55§ = 55 47
Welfare Expentes 465 34 - 32 431
TOTAL 53,225 5238 870) 4,358 48,858
Matse Na 2.1.2.3 FINANCE/INTEREST COST |[apenditure Durlng Canstrurtian) Rs. In lacs

PARTICULARS

s st
3103020

Addition
during
18-

Do
during
2018-20

Mot
Dwring
J015-20

a4 1
1103 M08

Interest an Term Loans GE,9248 11627 11,627 55,300
Bank Charges/LC Charges 35 ] : ] 37
Others-FBT/Sarvice Tax intenest 19 . . " 19
TOTAL 66,985 11629 % 11,529 55,356
Note Ne2.2.2.3  DEPRECIATION EXPEMSES R b lacs

PARTICLILARS

s gk
F1.03.3020

fddition
disring
F15-20

Dreletian
iduring
2019-30

Dhuring
Hil%-20

FL03. 2019

Qeprenizhon for the vear Tenslermed to Pkt § Low Boomant |

Degraciztion for the year (Tranflemed to Eiperditure Suring Corstruction]

3178

ToTal

Cepracistion wertien off from Cezil Reserve

Noate No 2.2.2.4 OFFICE AND ADMINISTRATIVE EXPENDITURE (Projecty incidental Expanditura):

PARTICLLARS

Repairs and Maintenance Vehicle

Ag at
11.03. 2010

Addition
LT

FO9-20

Derditniary
during
2015-310

Duiring

2019-20

16

As ot
3303 39

F:epm_rs. and Maintenance Office Furniture & Equiprmiang’s

Repairs and Maimtenance Plant and Machinery

1)

11

Repairs and Maintenance Bulldings

e

S Pl L T A el el Rl S 1 e LR

E{_:nairs and Maintenance Chars

Office & Administration Expenses

Hospitality and Entertainment Expenses

Meeting Expenses

| EE].

Milse. Experses

Commiumcaton Expanses

Rent, Rates and Taxes

Consufteney Fees

[121]

Annual Technical Support- AR AMC

Wehicle Running Charges & Insurance Charges

(11}

Hired Vehlele Eapeniey

Training & Seminar

Feed & Subscriptan

O DO 100013 1 I

pliBinpiemlelsl ozl |l ol
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=

AR R R LT AT e g e

TR e

R Lk L ) o L

=
g

Books, Periodicals & Newspapers

Froight & Labour Charges

Insurance

Raising Day Expense

Legal & Professional Charges

8
-EIH:HHHE'!E

Postage & Telegram Expenses

Publicity & Advertsement Expendrture

Expenditure on Transit Camps/Guest House

Business Promotion Expsnses

Power/ Water Park

Foreign Exchange Variation Cost

Lamdd Actpuisition Expenses

LaDn

Relief and Rehabilitaton Costs

(31

Emvironmental and Ecology exp.

Expenditurs on Enaliling Assets

CAT Plan

ol [Sislelzl 1a]. l5iEls

Stusthy and Retearch

£

Survey & lryedtigation

Construction Power HPSERL 1-5-1

Erwironmant Managemant Plani

Fuel expanses Dala Centre

Gift & Presentation A/c (Pending Allocation)

Honorarum & Stipend

incidental expenses-Power Water & parks

OUTSOURCED MANPOWER EXPENSES [Pending Aflocation)

Reatain earning Adjustment unto FY 2014

EgﬁﬁugﬁHiigiiiﬁsuﬁﬁﬁﬁuiﬂtxwﬂﬁ

SAFETY RELATED EXPENSES

e

Hydraulic unnl nurr'-trrlml Madel

‘Winter Heating Exp, [Pending Allocation)

Wages (Daily paid staff] [PROJECT)

T L P R Ukl S PR

_Hemun!ril.'iun to Auditors

Consumables Stores

Transmissign lines

a l;l‘-‘-“'lilﬁﬂl EPHIHEEE

Common Cost (HD & SMNRE)

5

A B el ek S B LR

Fisharies Managamant

Brelminary Expenses

al,

Pre- construction & Construction stage Expenses

lm:i-d-enl:ibexp after COD[proportio)stage-1 2017-18

F™1
EMMEEHEH_EHE

A e

o 1 q'“ﬁg- ﬂh#uu'nEﬁﬁhEu!EEEE-EEEu-Iﬁnw'!ﬂuﬁ- Bl | BB

Expundhture related to previous year

AUC-Amount Settelment

TOTAL

§5.

&.1.1.1[8]

g

:.Eglﬁﬁbnﬁn.g'ﬁﬂﬁﬂi . ﬂgg . Enhi#ir{'ﬂ]ﬁ:ﬁiiﬁuﬂ . Eﬂﬁﬂﬁ!ﬁiﬂﬁlﬂ_a
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A% at

MoteNo 2.1 2.5 Miscellanesus income Transfermed to Espenditune Denng Constmaction

Addition

Deletion

i

Rs. In lacs
As

PARTHCLULARS 3103 2020 during during During 3032019
Il 520 FLiRLIZr ] AN S-20
irterest from Banks Deposits/FOR's (4,652) i - (/] (4,545
Income fram Providing design worky/Lab Receipis {4} - - H:]
Inierest from Employees e - - =
Howse Rent Collecnan from employess, Other recovery (21} - - IE'
Irfirm Sale or Power (17} - - in
Interest on Tax Befunds (230} - - (320)
income from wale of tender forma - - - i
Income fram Cantracton IH_] - - {56]
incorme from Tramsit Camp/Guest House (1) - {1]
Gain on sale of Assets [ . - {1}
Miscellanoous Receints (7,.243] f1467) | - (1,467} {5,775}
TOTAL 12312 (1474} | - (1,474 110,838}
2311 OTHER INTANGIBLE ASSETS (A5, Im Lacs)

Particulars

1| SOFTWARE

Total

Ay at
0.0, 2019

Bickd iton

Deduobons §

hﬂ'u'”l'lﬂ the year| Adjustmenis

s at

31.01. 2080

Caprialised

|
|during the yea

Ay at
Niarch, 2000

1| SOFTWARE

Total
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Note No 2. 350kclosere on Financial Instrumants and Risk Management
i) Fair Value Measurement

a) Financial Instruments by Category (Fis. in laes)
Ax 5t March 31, 2000 Az at March 31 2019
Parocudars i b "
Amortised Cost Amortsed Cost
Financial Assets
Mon Current Financial Assets
[)lnvestmeant 1.5 - i2)
sfiijLoans 15 143 149
[iFOthers 1.5 =
Bank Deposits with more than 12 Manths Maturity
Cierrent Financial Assets
([ Trade Receivables 1.12 102 1,757
(R)Cash and Cash Equivalents 213 L.618 11,365
(#)Cash and Cash Equivalents 214 2,348 8,709
{iwjLoans 2.15 14 3
[viOther Adsats
Interest Accrued 216 434 127
Other Recoverabla 2.16 17,719 1,022
Tetal Financial Assets 26,438 24,330
Financial Liabilities
[iflong Term Borrowings
ajTerm Loans Financial institutions 2.21 2,014 -
biTarm Loans from Others 221 and 233 #.00.929 1,59, 795
{ii} Deposits / retention non current .23 10,260 10,593
Current Financial Liabilities
fi}Cther Fi ) Ligbilitins
ajCurrant Maturity of Term Loans Financial Institutions 226 - -
bjCurrent Maturity of Term Loans other 2.6 - 2164493
cifleposit/ retention Money 2,26 .49 TOB
d]Liability agalnst Capital Works 226 300 5439
e)Other Peyables 226 8349 39,632
Total Financial Liabilities 4,26,131 4,32 858

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

{1) Fair Value Hierarchy

This section explains the judgements and estimates made in determining the fair values of the financial instruments
that are (a) recognised and meassured at fair value and [b) measured at amortised cost and for which fair value are
disclpsed in the financial statements. To provide an indication abaut the reliability of the inputs used in determining
fair valee, the company has to classify its financial instruments into the three levels prescribed under the accounting
standards,

Level 1: Level 1 hierarchy Includes financial instruments measured using quoted prices, This includes listed equity
imstruments and traded bonds that have gquoted price. The fair value of all equity instruments including bonds which
are traded In the recognised Stock Exchange and money markets are valued wsing the closing prices as at the
reporting date. The company has no Anancial Instruments that are listed and traded in recognised Stock exchanges.
Level 2: The fair value of financial instruments that are not traded in an active market is determined using valuation
technigues which maximise the use of observable market data and rely as little as possible on entity-specific
estimates. If all significant inputs required to fair value an instrument are observablbe, the instrument i included in
level 2. This includes security deposits/ retention money and loans at below market rates of interest.

Level 3: if one or mare of the significant inputs is not based on observable market data, the instrument is included

in level 3.
{a) Financial Assets/ Liabilities Measured at Fair Value- recurring Fair Value Measurement [Rs. In lacs)
As-at March 31,2020 | s at March 31 2015

g i i Level 1 [ Level 2 [ Leval 3| Level 1 | Level 2] Level 3

Financial Assets at FVTOO)

(] Investments

-kn equity Instrument quoted - - - - & - =

- In government Securities - - = - = - -

- In public sector undertakings/ Public Financial + - - - - . =

Institution and Corporate Bands

Total - - = - - - =

(b) Financial Assets/ Liabilities measured at amortised cost for which fair value are not disclosed

R&. In hacs)
MNote

Particulars

level 2| Level 3] Level 1 Level 3

Financlal Assets

(i} Loans to employees and Others 268115] - - - L
(i} Other - -

Bank deposits with more than 7 2 5 =
12 months maturity 107 : -
Total Assets 157 152
Financial Liabilities

(i) Long term Barrowings [including 1218226 255508 T 376288 -
current Maturity and Interest)

{ii) Depasit / Retention Maney 1281 | 12,539 - = 6620 -
{ Including Current '

Total Liabilities - 268044 - = ZERO0R < -

"Waluation techniques and process used to determineg fair values

The Company values financial assets or financial liabilities using the best and most relevant data avai able. Specific
valuation technigues used 1o determine falr value of financial Instruments Includes;

-Use of Quoted market price or dealer quetes for similar instruments.

- Fair value of remaining financial instruments is determined using discounted cash flow analysis.

The company has a team that performs the valuation of financial assets and liabilities required for financial
reporting purpose *
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MNote As at March 31,2020 | A% a2t March 31,
Farnculare — B S i
Mo | Larrying Amount | Fair Value Lamyng Amount | Fair Value
Ftaicik | — - S
(i) Loans ta employees and Others 168215 157 157 152 151
(i) Other : - - -
Bank deposits with more than .07 = . . m
12 months maturity - =
Total Assets 157 157 152 152
Financial Liabilities
(i} Long term Borrowingsi including
- rity a 2.21 &2 2555 . , 76,288 3,76,288
{ii) Deposit / Retention Money I - -
{ Incheding Current) 2.228 226 12539 13,539 6,620 :
Psignificant Estimates:

The fair value of financial instruments that are not traded in an active market is determined using valuation technigues.
The company usesits judgement to sefect a variety of methods and make assumptions that are mainky based on market
conditions existing at the end of each reporting period, Deposits/ Retention money are fair valued using the domestic
barrowing rate applicable to the company at the yearend . ™




| ,k\gmwmnaﬁ-lmwen CORPORATION LTD, ANNLIAL REPORT 2019-2020

oI G

{li) Financial Risk Management

Financlal risk factors:

The Company's principal inancial llabilites comprise borrowings, trade and other payables. The main purpose of these
firancial labilities is 1o manage finances for the Company’s operations. The Company has advances and other
receivables, trade and other receivables, investments and cash and short-term deposits that arise directly from its
operations, The Company’s activities expose it 1o a variety of financial risks:

a) Credit risk:

Credit risk is the risk that a counter party will not meet its obligations under a Anancial instrument or customer contract,
leading to a financial loss, The company & exposed to credit risk from its operating activities [primarily trade
recelvables) and from its financing activities including deposits with banks and financial Institutions.

EAFII-'-'H..ITE dr“iug From r'-'1l|'-.‘|'.1.|n"r'r1 (Pl M-'II1.'I|II"'1'I"I|"I'|'I
Credit risk Cash & Cash equivalents, Aging analysis  Diversification of bank deposits,
Trade receivables and financial assets credit limits and letter of credit
measured at amortised cost
Liquidity Risk ‘Borrowings and other facilities Rolingcash  avaitahility of committed credit

flow forecasts _ lines and horrowing facilities

Market Risk-Interast rate  Long term borrowings at Fixed rates sensitivity interest rate swaps/ change of
analysis financer

b) Liguidity risk:
Liguidity risk is the risk that the Company may not be able to meet its present and future cash and collateral obligations
without incurring unacceptable losses.

£) Market risk:

Market risk i the risk that the fair value or future cash flows of a financial instrument will luctuate because of changes in
market prices. Market prices comprise three types of risks: currency rate risk, interest rate risk and other price risks.
Financlal instrurnents affected by market risk include loans and borrowings, deposits, Investments. Foreign curmency
risk i5 thie risk that the fair value or future cash flows of Binancial instrument/advances/retention money will Nuctuate
because of changes in forelgn exchange rates, Interest rote risk |s the risk that the fair value or future cash lows of a
financial instrument will Auctuate because of changes in market interest rates. This is based on the financial assets and
financial Habilities held a5 at 31stMarch, 2019 and 313t March, 2018.The company's risk management s carried out as
per policies approved by Bodrd of Directors from time 1o time,

{A) Credit Risk:
The Company is exposed o credit risk from its operating activities {primarily trade receivables) and from its financing
activities, including deposits with banks and other financial instruments,

a) Trade Receivables:

The Company extends credit to customers in normal course of business. The Company monitors the payment track
record of the customers. Qutstanding customer receivables are regularly monitored. The Company evaluates the
concentration of risk with respect to trade receivables as low; as its customers are mainly State Discoms to whom late
payment surcharge is as per the HPERC regulation. Further, the fact that beneficiaries are primarily State Discoms and
cansidering the historical credit loss experience for trade recelvables, the Company does not envisage either
impairment in the value of receivables from beneficlaries or loss due to ime value of money; due to delay In reafization
of trade receivables.

bj Financial assets at carrying cosi;

The advances to contractors and other recoverable are shown at carrying cost. Management has-assessed the past data
and does not envisage any probability of default on these loans

¢} Financial instruments and cash deposits:

The Company considers factors such as track record, size/net worth of the mstitution/bank, market reputation and
service standards and limits and policies as approved by the board of directors to select the banks with which balances
and deposits are maintained. The Company invests surplus cash in short term deposits with scheduled Banks.

(B) Liquidity Risk:

Prudent liguidity risk management implies malntaining sufficient cash and marketable securittes and the availability of
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funding through an adequate amount of commitbed credit facilities to meet obligations when due. The Company's
objective is to maintain an optimum level of liquidity at all tmes to meet its cash and collateral requirements. The
Company relies on a mixof borrowings, capital infusion and excess operating cash flows to meet its need for funds, The
current commitied lines of credit are sufficient to meel its short o medium term expansion nesds, The Company
monitors rolling forecasts of its lguidity requirements to ensure that it has sufficient cash to meet capital expenditure
and operational needs while malntaining sufficlent head room on Iks undrawn committed barrowing facilities at all
times, so that the Company does not breach borrowing fimits or covenants (where applicable) on any of its borrowing
facilivies.

Maturities of Financial Liabilithes:

The table below provides undiscounted cash flows towards company's financial liabilities into relevant maturity bazed
on the remaining period at the Balance Sheet date to the contractual maturity date. Balanoe due within 1 yvear is equal
to their carrying balances as the impact of discounting is not significant (refer note 2.21,2.22 £ 2.26) {Rs. In lacs)

As at 31st March, 2020

Contractual maturities of | Note No 'ﬂum_:rm:lmg Within | More than Mo than -!Mnrf than
financial Habilitles debt on 1 year I yoar and lessd years and |1:5-'J| 5 years
31032020 | than 3 years | than 5 years |
1. Borrowings (including imerest 2.21,2.22,  4,13,520  2,32,258 72,711 58,638 49,917
accrued bit not due) 22683227
2. Other current & financial 2238236 23188 19,505 3683 : .
Habilittes

s at 31st March, 2019

Contractual maturities of | Note No, Chststanding | With in Marae than | Mare than More than
Hrancral labiltes debt an 1 yemr 1 yoar and less |3 years and less % e
31.03. 2020 than 3 years | than 5 years r
1. Borrowings (including interest  2.21,2.22  3,81.312 2,202,355 49,445 49,445 60.027
accrued but not due) 32,26
. Other current & financial 2228226 51,547 45,633 3,392 1522 =
liabilities
[C) Market Risk:

The sensitivity analysls excludes the impact of movements In market variables on the carrying value of post-
employment benefit obligations provisions and on the non-financial assets and Habifities, The sensitivity of the relevant
Stavement of Profit and Loss item is the effect of the assumed changes in the respective market risks. The Company's
activities xpase it to a variety of Anancial risks, including the effects of changes in inferest rabes.

{1} Interest rate risk and sensitivity:
The company has taken borrowings from state government and PFC, only at fixed rate ofinterest which is not subjected
to risks of changes in market interest rates and the same has been shown at carrying value (Rs. In lacs)

Particulars it pakay
115t March 2000 31t March 2019

Fieed Rate Borrowings 453,491 2,53,143

fi) Price Risk Exposure;
The company has no exposure to price risk as there is no investment in equity shares which are listed in recognised stock
exchange and are publicly traded in the stock exchanges.
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1il) Foreign Currency Risk :
Forelgn Currency Risk Exposure;
The company’s expasure ta foreign currency risk at the end of the reporting period expressed in (in lacs) are as follows

Pariculars A% AT 1151 March 2020 As A I1er March 7019

Foralgn Currency so | CHi | UsH | Eure [ CHF

Finandial Aszety
Nat Exposure to foreign currency risk (asset) 78 0Ba a 07 Q o
Financial Liabifities o a a o Y] 1]
Retention Maney o 393 o 1] 132 o
Other Payables b 0 o722 osa 0
Net Exposure to foreign currency risk (Liabilities)  7.92 -3.09 (-] £52 216 o

The fareign currency risk is anly for the forelgn currency advances and other lability on acoount supplier dues and
retention money payable to contractors. As per accounting policy of the company, transactions in forelgn currency are
initally recorded at exchange rate prevailing on the daie of transaction, At each Balance Sheet date, monetary ierms
denominated in foreign currency are transiated at the exchange rates prevailing on that date. Mon-monetary items
denominated In foreign currency are reported at the exchange rate prevailing at the date of transaction, Exchange
differences arising on transiation or settlement of monetary items are recognised in the statement of profit and loss, in
the year inwhich [t arises.

(iki) Capital Management

{a) Capital Risk Management:

The Company manages its capital structure and makes adjustments in light of changes in economic conditions and the
requirements of the financial covenants. The primary objective of the Company's capital management |s to maximizae
the shareholder value. The Company's primary objective when managing capital 510 ensure that it maintains an
efficient capital structure and healthy capital ratios and safeguard the Company's ability to continue as a going concern,
in order to support its business and provide maximum returns for shareholders. The Company also proposes 1o
maintain an optimal capltal structure to reduce the cost of capital, No changes were made in the objectives, palicies or
processes during the year ended 315t March, 2020.

The Company monitors capital using gearing ratio, which is net debt divided by total of Capital and Nat Debt. The

gearing ratios are as follows: Rs. In lacs)
Partcutlars A oat 3%t March 2020 A% at 313t March 2019
a] Loans and Borrowings 2,56, 0821
b} Trade and Other Payables 2,51,618.00 2,54 949.00
b) Less: Cash and Cash Equivalents 5,618.00 11,365.00
_£} NetDebt 5,12,082.00 49672700
d) Total Capital 1,83,034.00 1,70,588.00
g} Capital and Met Debt 6,95, 116.00 6,67,315.00
f| Gearing Ratio (%age) 73.67 7444

Mote: For the purpose of the Company's capital management, capital includes issued capital, and all other equity
resenves. Net debt includes, Interest bearing loans and borrowings,; trade and other pavables less cash and short term
deposits.

{b) Loan Covenants:

Under the terms of the major bormowing facilities, the company is required to comply with the following financial
covEnants:-

There is requirement to maintaln Debt Equity ratio of 70:30 by the ADB, which is funding agency to the State
Government,

(&) Dividends:

The Company started commercial operation during the year 2016-17and tofal cumutative foss as on 31.03.2020 s
Rs. 36198 Lakhs, thus no dividend has been declared by the company,
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Other Explanatory Notes to Accounts:
2.36 CONTINGENT LIABILITIES:

{a) Claims against the Company not acknowledged as debts in respect of: (Rs. in lacs)
Particulars I J1st March 2020 31st March 3019
Capital Works G 2BE0, 45 R5119 64
~ Land Compensation 18579.44 30585 66
Others 78798 40026
~ Total 82047 87 1,20,105.56
(i} Capital works:

Contractors have lodged claims as on 31.30.2020, aggregating to Approx. Rs, 62680.45 Lacs, against the Company on
account of rate & quantity deviation, cost relating to extension of time and idling charges due to stoppage of
work/delays in handing over the site etc. These claims are being contested by the company as being not admissible in
terms of provisions of the respective contracts or are lying at arbitration tribunalfother forums/other Courts. As the
amounts recommended by the Dispute Boards [DBs) are much fess than the amounts claimed by the contractors, the
claims on account of further interest and escalation, if any, have not been considered.

{ii) Land Compensation cases:

In respect of land acguired for the projects, some of the land losers have filed claims for higher compensation
amounting to As. 18579.44 Lacs as on 31.03.2020, before varous authorities/courts, Company has shown the same as
contingent iability as the matter is subjudice.

(i) Others:
a) Clalms on account of other matiers as on 31.03.2020, amounting to Bs, 787,98 Lacs, mainly on account of claims for
EPF & athers,

The above is summarized below as at 31.03.2020: {Rs. In lacs)
Claims Provision Confingernt Contigent Addition /deletion of
Particulars i on 31 ‘t‘mzn Agaimst Liablility Liatyibity Contigent Liability
' The Claims | as on 31 :l- 1020 | as on ]l 3. IEJ':I’?l for the m:rlud d
Capital Woaorks : { 52 6 :
Land Compensation 18,579.44 (1] 1#,5?9'.'1-! 'H,EEB.BE -am.ty
Others 787.98 L] 787.58 400.26 5 S
Cleims Provision Lontingent Conbigent Addition /deletion of
as on 31.3.2015 | Against Liabhility Liability Contigent Liability
| Th{-l;l:nmu. | ason 31 1;111':1 A% arn T'II.}.i'l:III-_' tor lhrprrlnd
Capital Warks 85,119,654 a5 : I
Land Compensation A49,589.33 1] 4958933 16,123.88 33,465.44
Others 400.26 1] 400.26 31793 B2.34

b} The above contingent liabilities do not include contingent liabilities on account of pending cases in respect of service
matters & others where the amount cannot be guantified.

(e} itis not practicable to ascertain and disclose the uncertainties relating to outflow in respect of contingent liabilities.
{d} The company’s management does not expect that the above claims/obligations (including under litigation), when
ultimately concluded and determined, will have a material and adverse effect on the company's results of operations or
financial conditan,

2.37 DETAILOF CONTINGENT ASSETS: (s, In lacs)

Particulars As A 31st March 2020 Ax A 315t March 2019

Civil Work -40736.90 3B948.00
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238 ESTIMATED AMOUNT OF COMMITMENTS NOT PROVIDED FOR 15 AS UNDER: iRs. In lacs)
Particulars Currency Az At 31st March 2020 A At 315t March 2019

Estimated amount of contracts remaining INK 3(0185.95 106 770,36
to be executed on capital account and Eurn 11.27 19.5
niot provided for Uss 82.18 54.15
2339 THEERECTOF FOREIGN EXCHANGE FLUCTUATION DURING THE YEAR IS AS UNTDIER: {Rs. In lacs)

SF r-m.i Farticulars Year ended 31.3.2020

Year ended 31.3. 2019

Amount ged o Statement o _ s
| Account excluding depreciation 46.34 (Net} 28.89 [Net]
o | Amount Charged to Expenditure attributable to .
. tonstruction Nil 1807
(iii} | Amount adjusted by addition to the carrying amaunt
of fixed Assets il il

240 DISCLOSURE UNDER THE PROVISIONS OF IND-A5-19 "EMPLOYEE RENEFITS

General description of various defined employee benelits are as under;

Defined Contribution pians:

Pension:

The Company employees are not covered undeér any Government pension scheme, However, the employess of the
HPSEBL who are on secondment basis with the company the pension contribubion is payable to the HPSEBL as per the
formula devised by them,

b} Defined benefit plans;

(I} Employers contribution to Provident Fund:

The employees of the company are covered under EPF Scheme with Regional Provident Commissioner and the
cantribution is being paid on monthly basis to the authorities.

(1) Gratuity:

The Company has a defined benefit Gratuity Plan, for its employees, which |s regulated as per the provisions of Payment
of Gratulty Act, 1972, The Hability of the same is recognised on the basis of actuarial valuation, However the employees
of the HPSEBL who are on secondment basis with the company the gratuity contribution is payable to the HPSEBL as per
the formula devised by them.

{iii} Leave encashment:

The Company has a defined benefit leave encashment plan for its Employees. Under this plan they are enbitled to
encashment of earned leaves and medical leaves subject to limits and other conditions specified for the same. The
liability of the same is recognised on the basis of actuarial valuation. However the employees of the HPSEBL who are on
secondment basis with the campany, the leave salary contribution is payable 1o the HPSEBL as per the formula devised
by them.

241 SEGMENT INFORMATION;

a) ﬂperahrrg Segments are defined as components of an enterprise for which financial infermation is available that is
evaluated regularly by the Management in deciding how to allocate resources and assessing performance.

b} Electricity generation 15 the principal businessactivity of the Company. Other operations viz., Lab Testing do not form
areportable segment as per the ind AS 108 on "Segment Reparting’.

€] The Company is having a single geographical segment as all its Power Stations are located within the Country.

d} Information about major customers: [Rs. InLacs)

(Rs. In lacs)
Revenue from | Aevenue from) Aevenue from Customers
Name of Customer Customers Customers | as percentage of revenue
2019310 2018-19 2012-20 1 ZD018-19
1 |HPSEB Ltd. Fa0.42 134.72 2.57% 1.98%
2 |Mfs TPTCL £875.29 13699.66 64.60% 80.24%
3. |MfsPTC 4236545 03647 32 38% 17.78%
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242 INFORMATION ONRELATED PARTY DISCLOSURES AS PER IND AS 24 1S AS LINDER
[a} Listof Related Parties:
(i) Directors & Key Management Personnel:

Mame
sh, Amit Kasrzfap. 145 Managing Director | we £02.11.2020 to fill date)
Sh. Rakesh Kanwar, 1AS Managing Director [ w.e.£03.06.2020 to 02.11.2020)
Sk, Devesh Kumar, 1AS Managing Director [w, e, L 21/04/2017 10 B/02/2019 and 02.07. 2019 to 01.06.2020)

Sh. Ajay Sharma, 1AS Managing Director | w.e.f. 23/02/2019 to 02,07.2019)
_5h. Neeraj Kumar, HAS | Director (Personnel & Finance), (w.e.f 26/10/2015 to 10.06.2013)
Er. Mahesh Sirkek Director (Electrical) (w. e, [ 19/04/2017 vo 27/01/2020)

Er, Dharam Singh Thakur Director [Civil] [we.f 05/03/2018 to fili date) & Director (Elect,) (w.ef 27.01.2020 to 20.05.2020]
Sh, Manmaohan Sharma, |1AY Director [Personnel & Finance] w.e.f 10,06, 2019 oll date

Er. 5hathi Kant Joshi Director| Electrical} (wee £ 20/05/2020 to tll date
5h, Sudarshan Sharma Company Secretary
[ii} Joint Ventures: [Rs. In lacs)
PErce o 1 i ¥ i [T
_ ettt Principal SETEIREE 4 Jhateliv i) Vot Power
Marme of Enfity Place Acthviting AL AY s AL 3

of operation el 315t March 2020 15t March 2019

Himachal EMTA Power Kolkata Thermal Power
. : 50% 50%

Limited Generation

pemreepam

{ill} Transactions with the related parties are as follows:

[Rs. In lacs)

Particulas loint Verture Companies

Tramnsachions During the Year F019-20 H1iB-19

Ivestment i Share Capital

Share Application Money - -
Amount Recoverable 2 &

2.43 REMUNERATION TO DIRECTORS & KEY MANAGERIAL PERSOMNMNEL:
[Rs. In lacs)

5. No Particulars ‘gar ended on 2018-20 Year ended on 2008-19
{1} Short Term Employee Benefits 148
" [l Post Employment Benafits Nl il
[iil} Other Long Term Benefits il Nil
o] Terminatonbenehs i N

Whole Time Directors are allowed to the use of stalf cars including private journeys on payment in accordance with
company rules,

2.04 INTEREST INOTHER ENTITIES:

(i} Interest in joint ventures:

The company's interest in joint ventures as at 31st March, 2019 are set out below, which in the opinion of the
management, are material to the company. The entities listed below have share capital consisting solely of equity
shares, which are held directly by the company. The country of in Company or regstration |5 also their principal place of
business and the proportion of ownership interest is the same as the proporion of voting rights hald;
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(Rs. In lacs)
Mame of % ol Relation Acoounting Quated Fair value Coarrying Amount

Entity and place ownership snip Method 31st March 31st March 315t March 31st March
of Busingees nteres 2120 2015 2020 20189
Himachal 50 Joint Venture | Equity Method » . > .
EMITA
Power
Limited

Z. "Unlisted Entity- no quoted Price available

Z  "*The Company has made provision of doubtful investments amounting to Rs 338 lakhs in the FY. 2017-18.

Z The Company has 50 % interest in Himachal EMTA Power Limited, which is a Joint Venture with EMTA Limited for
setting up (2* 250 MW | thermal power Plant at Rani Gan] West Bengal. However the Hon'ble Supreme Court of India
has cancelled all allotment of coal Bipcks and termied all captive coal Blocks asillegal.

LA5 MAPAIRMENT DF ASSETS:

ind AS 36, in the opinion of the management there is no Indication of any significant impairment of assets during the

yEar,

286 FAIRVALUATION OF ASSETS AND LIABILITIES:

The company had adopted the carrying cost / value of all llabilities and assets as on 15t April 2015 and also on 15t April
2018, as the fair value of the assets and liabilities cannot be measured accurately due to the uncertainty involved in the
estimating the exact date of commissioning of the projects, which is dependent on various external factors and which
have impact an the payments to be made to the contractors and the amount to be recovered from them.

2.47 OTHER DISCLOSURES AS PER SCHEDULE-1Il OF THE COMPANIES ACT, 2013 ARE A5 UNDER: (Rs. In lacs

Particulars | Year endod on 2019-20 Year ended on 2018-19

A | Expenditure in Foreign Currency (EURD) Ml Mil
B | Earnings in Foreign Currency ] il
C | Value of import Calculated on CIF basis Al il
[ | Capital Goods ] Wil
W] | Spare Parts il il
0 | Value of Companent, Stores and Spare Parts Consumed il Hiil
i) | imported il Nl
ii] | Indigenous il Nil

248 QUANTITATIVE DETAILS IN RESPECT OF ENERGY GENERATED & SOLD :
Hydro B Solar Power:

il | Particutars Year ended on 2019-20 | Year ended on 2018-19
1] | Licensed Capacity 170 MW 170 MW
2] | Instalied Capacity 170MW 170 MW
3} | Actual Generation [million Units) 543,40 MUs- 547.44 MUs
249 PAYMIENT TOAUDITORS INCLUDES: (Rs. In lacs)
Particulars | Year ended on 2019-20 | Year ended on 2018-19
As Auditors
Statutory Auditors {includes revision of fee from the FY, 2015-16) 562 0
-y i == T
“Other services {Certification fee] 0 [}
Reimbursement of Expenses 1.3 1]
_Reimbursement of Service Tax/GST ____ 128 0.8
TOTAL 922 L18
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2.50 DISCLOSURE RELATED TD CORPORATE SOCIAL RESPONSIBILITY [CSR] AS PER THE COMPANIES ACT, 20013;

The company has started commercial operations from the year 2016-17 and has not generated any profits since then

and during the year hence C5R rules are not applicable.

2.51 INFORMATION IN RESPECT OF MICRD AND SMALL ENTERPRISES AS AT 3157 MARCH 2020 AS REQULIRED BY
MICRO, SMALL AND MEDIUN ENTERPRISES DEVELOPMENT ALT, 2006: [Rs. In lacs)

a) Amount remaining unpaid to any suppléer: Nil Nil
Principal amount Mil Nil
Interest due therean il Nil_
b} Amaunt of Interest paid In terms of section 16 of the MSMED

Act along with the amount paid to the suppliers beyond the Wil Nil
appointed day. i

t) Amount of interest due and payable for the period of delay In

making payment {which have been paid but beyond the appointed

day during the year) but without adding the interest speciffed L Hil
umder the MSMED Act

d} Amount of interest accrued-and remaining unpaid

g) Amount of further interest remaining due and payable even in Nil Nil
the succeeding years, until such date when the interest dues as

abowe are actually pald to the small enterprises, for the purpose

of disallowances as a deductible expenditure under section 23 Nil Nil

of MSMED Act,

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

2.53 STATUS OF PENDING INCOME TAX CASES AS DN DATE

[}  For the FY. 2007-08 & 2008-09, the cases are pending before Hon'ble High Court of HP. against the tax
llabilines imposed by the Ld. ITAT Chandigarh, whereas, the Corporation bas filed an appeal before Hon'ble
High Court for Tax esemption u/s 2604 of Income Tax Act, 1961.

i)  For the FY. 2009-10, 2010-11, 2011-12, 2012-13, 2013-14 & 2014-15, the cases are pending before Hon'ble
HighCourt of H.P. against the partial relief allowed by the Ld, ITAT Chandigarh. Corporation has filed an
appeal before Hon'bie High Court for full Tax exemption u/s 2604 of Income Tax Act, 1961,

j. For the FY 2015:16, an amount of Rs. 11,05,28,339/- has been deposited as Advance tax [including TDS &
TCS) and Rs. 29,25,700/- as statutory deposit @ 20%, against the total demand raised by the AD, Shimla
Circle for Rs. 1,46,28,230/. Corporation has preferred appeal before CIT {Appeal) Camp at Solan, against the
demand raised by the Assessing Officer, The Appeal is yet to be decided by the CIT (Appeal), Camp at Solan,

V.  For the FY 2016-17, an amount of Bs. 5,55,52,279/- [Rs.b0667400/- + Rs.4884879/-), has been deposited as
Advance tax (including TDS & TCS). The assessment proceedings are over; partion refund has been recelved
and an appeal has been filed before CIT (Appeal) for full refund as well as for not imposing penalty under
Section-271 (1) {c).

W In case of FY. 2017-18 the assessment proceedings are under process,

Wi, IncaseRY. 201B-19, assessment procesdings are under process,

Wil For FY. 2019-20, assessment proceedings not yet initiated by Assesing Officer,

.54 ENTHY TAX:
The H.P. Excise and taxation department had imposed penalty and interest for default in payment of Entry Tax on
material supplied by various contractors, The matter was sub-judice under Appellate Authonty-cum-Additional Excise
and Taxation Commissioner, Shimla. However in order to settle the issue HPPCL has opted for Himachal Pradesh
{Legacy Cases Resolution) Scheme 2019 and accordingly after depositing the settlement fee of Rs. 1,18,39,097/-,
against demand amount of Interest & penalty of Sawra Kuddu & Kashang HEPs, necessary discharge certificates have
been issued by the concern authorities in Corporation's favour. However in case Sainf HEP the demand against interest
and penalty on entry tax were recovered from concerned contractor and further deposited with State excise and
taxation depl.
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2.55 The Company has In possession forest land at, Sain] HEP, Shongtong HEP, Kashang HEP, Sawra Kudu HEP and
Beradole 5PP. The Company has not accounted for the cost of the lease hold land in accordance of Govt. of HP
natification Mo.Rey-D{G) 6-69/2011-H dated 23.01.2016, as the lease deeds with the revenue department in respect of
above projects are under process and the exact amount of cost Involved is not yet known.

1.56 APPORTIONMENT OF EXPENDITURE OF CORPORATE OFFICE AND DW SUNDARNAGAR:

PreCOD

The Company has apportioned the expenditure net of income of corporate office and Design Wing Sundarnagar up to

315t August 2016 since incorporation of the company in the following proportions ;-

= 15% of the total expenditure to Renukaji profect.

= Rest is apportioned to the remaining projects on the basis of atio of the capital expenditure incurred on various
projects up to 31st August 2016

Post COD

{1} Expanditune

The Company has apportioned the expenditure of corporate office and Sundarmagar | Design Wing) from 01 Septembaer

2016 ta 315t March 2020 in the following proportions -

= 15% ofthe total expenditure to Renukall project

= In case of Commissioned projects the apportionment has been done inthe ratio of 5ales {Gross Sales-13% free power)
to Capital outlay

- Rest is apportioned to the projects which are under construction stage/ Investigation Stage on the basis of ratio of the
capital expenditure incurred by these projects.

{ii}Income Portion:

The Company has apportioned the income of corparate office and Design Wing Sundarnagar from 01 September 2016

to 315t March 2020in the following proportions;-

- 15% of the total income to Renukaji project.

- Rist s apportioned to the projects which are under construction stage/ Investigation Stage on the basis of ratio of the
capital expenditure incurred by these projects.

2.57 The AFD during Dec, 2015 has agreed to provide Euro 80 million for construction of Chanju-1l & Deothal Chanju
HEP. Credit Facility agreement between Gol and AFD was signed on 04,07, 2017 and Project Agreement among HEPCL,
GoHP and AFD signed on 02,02 2018,

258 STATE GOVERNMENT LOAN FOR SHONGTONG KARCHAM HEP 450 MW

The Shongtong Karcham HEP (450MW) being financed by State Government of Himachal Pradesh, through funds
recelved from ADB and KFW. ADB funding to the project has expired in October 2008, KFW which was funding the E .M
Package, initially temporarily stopped the funding to the State Government, on the basis of the report of their
consultant regarding safety of the barrage structure and now has not renewed the agreement, which expired in
December 2019, Now the Power Finance Corporation has agreed to fund Rs. 2207.63 Crores for balance works of
Shongtong HEP including 10C [Interest during construction) against state Government Guarantes only. The same has
been approved by the Board of Directors of the Corporation vide its 74th Meeting, held on 8th March 2021, AFD {a
French Development Agency) has agreed for financing the Chanju-lll and Deothal Chanju HEPs and Credit Facility
Agreement [CFA) amounting to Rs. 80 Million EURO, has been signed between Govt. of India and AFD on 04.07.2017.
Further the Project Agreement and On Lending Agreement between HPPCL, GoHP and AFD were signed an 02.02,2018
and 11.07. 2018 respactivaly.

2.59 DEMAND BY THE PF AUTHORITIES:

The Regional Provident Commissioner, Shimla has raised demand for the period August 2008 to June 2011 amaunting
te Rs 1.89 Crore on the payment made to the contractors at varlous units of the company, The Company has filed an
appeal against the order with Central Government Industrial Tribunal Chandigarh, The company has shown the liability
ascontingent and no accounting entry has been passed in the books of accounts.

280 COMMISSIONING OF ANEW PROIECT:

Sanwra Kuddu HEP of the Corporation has been commissioned with effect from its Commercial Operation Date (COD} i .e.
00:00 Hrson 21.01.2021 and as on 14.03.2021, total power generation of 11.92 MUs & net revenue of Rs 4.34 Crore, has
been achieved since its CoD date.

261 A sum of ¥ 103.24 lacs (excluding Interest) has been shown as recoverable from Gammon India, through
Directorate of Energy, Govi. of H.P. The Amount Is still recoverable, Keeping inview that Gammaon India f Directorate of

1
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Energy has not yet denled to refund/re-imburse the same; hence provision for doubtful debt has not been made in
Books of Accounts,

262 SURVEY ANDINVESTIGATION OF KHAR HYDRO ELECTRIC PROJECT:

Mo Provision for expenditure of survey and Investigation of Khab Hydro Electric project done by the SIVN which was
allotted to the SIVN earlier by Department of Energy. The Company has communicated to the Dok, GoHP wide letter
dated 22.07.2017 that as PFR prepared by SIVNL is of no use to Company-and frash planning of Khab HEP has to be
carried out by Company as it was observed that the Khab Dam HEP, as proposed by SIVN, encroaches the domain of both
the upstream and downstream projects, already allotied to other IPP. Dok vide letter dated 31.07.2017 allowed
company to carryout fresh planning of Khab HEP, with domain elevations ranging between El #2538m to El £2325m),
after considering the reguirement of MoEF guidelines. Accordingly vide HPPCL letter dated 16.05. 2018, informed SIVNL
that the PFR of Khab HEP prepared by SIVNL encroaches the domain of other allotted projects, hence HPPCL has to
prepare fresh PFR-and therefore, it is not in a position 1o take into account the expenditure incurred by SIVNL. After
receiving the above response from HPPCL, SIVNL has not raised any fresh demand of re-imbursement from HPPCL.

263 GHRANTRECENABLE

1} In case of Renuka §i HEP, the total funds received from Govt, of India is Rs. 689.53 Crores. However an amount of Rs,
762.01 Crores has been spent till 31.03.2020 on the project. The excess amount spent of Rs. 72.48 Crore, has been
shown as grant receivable from Gowt. of India.

In casie of Gyspa HWEP, Compary has shown Rs 6.08 crore as grant recehvable from Central Water Commilssion,
Government of India. The Central Water Commission has sanctioned Rs 12.50 crore to the company for feld survey and
investigation and preparation of Detailed Project report of the Gyspa HEP [ 300MW). The Central Water Commission has
released Rs 5.00 crore to the company for the above work on 31 March 2012, with the condition that next installment
will be paid on the submission of the DPR of the project. The work for conducting the imvestigation preparation of DPR
was allotted and the same was started by the consultant, but could not be completed due to sustained opposition and
hindrance by local people, The Company has incurred expenditure in excess of the amount released by the authorities
and the same has been shown as grant receivable from the Central Water Commission, The Gyspa HEP has been
declared strategically important profect and has been declared as “National Project” by Ministry of Water Resources,
Government of India in the year 2009 and the same i5 covered under Indus Water Treaty 1960, The Central Water
Commission vide their letter dated 12th October 2018, has urged the Principal Secretary | MPP& Power), Government
of Himachal Pradesh, to direct the concerned officlals to take appropriate action for resolving the concern of project
affected families so that the survey and investigation work HEP may be completed and the DPR could be prepared at the
earliest. Further in-a renewed effort, & Meeting, through Video Conference was held on 17.10.2019, under the
Chairmanship of Chief Secretary to the GoHP It was declded that the investigation work must be resumed immediatehy.
HPPCL is in the process of fresh award of work to new contractor, Towards this end Dy, Commissioner, Lahaul Spiti, will
talk directly to the affected people and address their concerns. Concerned HPPCL officers shall also meet DC & 5P;
Lahaul & Spiti who shafl extend due help in starting the work, In view of above developments the excess expenditure
over the amount recenved is being treated as grant receivable from the concerned authorities.

264 The Company is in possession of Land and Bulldings at Sarabhal, Thalot and Largi of HPSEB Ltd. [Erstwhile HPSEB
Board) at 5ainj HEP, The Joint Commitbee constituted by both Companies has assessed the value of the said properties at
Rs.45.99 Crores in the Meeting held in the month of August 2012, The properties are in the possession of the Company,
but nat in-use; no final decision and sale deed has been executed by both the parties sofar. Hence no provision for the
liability in the Books of Accounts has been made.

However, it Is mentioned here that out of the total land under consideration, permission by Revenue Dept. has been
granted to lease out the proposed land in favour of AFCONS Infrastructure Lid,, as per provision of Rule-8 of H.P, Leass
Rules 2013 and Lease [(Amendment) Rules, 2016, by HPPCL through executing of a lease agreement / deed between the
parties for the purpose of installation of Stone Crusher on the land, comprised invarious Khasra Numbers to the extent
of 36-12-11 Bighas land situated in Village/Mohal Panjam, Tehsil: Balichouki Dist. Mandi H.P, for a period of 4 years.
Deed has bean executed. As the cost of this portion of land transferred to HPPCL is not yet determined, hence the same
has not been acoounted for,

2.65 LOCALARER DEVELDPMENT FUND:

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

2.66 Mo provision of income tax has been made by the company, as the company has brought forward losses and
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unabsorbed depreciation underincome tax Act and during the year also the company has incurred losses,

LE67 Amount recoverable from conbractoss includes a sum of ¥ 111.83 crores recoverable from Coastal Projects on
account of works being executed on their risk and cost awarded to M/s HCC Limited., The Lender Banks of the
Contractor have filed liquidation proceedings with NCLT and the company has filed claim of Rs 334.99 crores against the
contractor. No provision for amount doubtful for recovery has been made, as the matter is pendingwith NCLT,

1.68 Statusof the Nakthan HEP: Nakthan HEP (460MW) was allotted to the company by the Government of Himachal
Pradesh on 22 September 2009 a5 o Run-of-the- River project on Tosh WNala / Parbati River. The DPR of the project has
been approved by the OWC/CEASGSI The CSMRBS approval is pending. M/s Sal Engineering Foundation (IPP) to whom
Tosh Mini Hydro Project was allofted has filed application with Hon'ble High Court to appoint an arbitrator for stay of
Diversion of Tosh Water to Makthan HER. The Arbitral Tribunal of Ld. Justice Kuldeep Singh has stayed the diversion of
water for Makthan HEP vide order dated 24th July 2015 The Govt has filed objection petition before Honble High Court
of Himachal Pradesh on 06th November 2015, Supplementary objection petition before Hon'ble High Court of
Himachal Pradesh has also bean filed by Company on 26th February 2018. The latest hearing held on 22.05.2019 and
rejoinder has been filed In the month of July 20159,

2.69 POVWER SALE ARRAMNGEMENTS:

Ini case of Kashang HEP Stage-|, the PPA agreement was In force with HPSEB and expired on DBth May 2018 Alter that
the Company has made arrangement to sell the power in Energy Exchange through Power Trader, M /s PTC India Limited.
I case of Sainj HEP the arrangement has been made to sell the power in Energy Exchange through Tata Power Trading
Carporation with effect from 0dth September 2017 {i.e. the date of Commissioning of the Project),

Further the power genaratad by S5awra Kuddu HEP is also being sold in Energy Exchange through Tata Power Trading
Corporation, with effect from its Commercial Operation Date [COD) i.e. 00:00 Hrson 21.01.2021.

Similarly PPA has been signed with HPSEB Lid., to self the power being generated by Berradol Salar Power Plant [SMW)
commissioned on04,01.2019, @ of Rs. 4.31,/Unit, for 25 Years.

2.70 Anamount of Rs. 5 Crores has been received as seed money against Kishau Corporation Ltd., from Govt. of HP, as
promoters share during the FY 2017-18. An amount of Rs. 75.00 Lac has been paid to Kishau Corporation Litd. on
03.12.2020, Remaining amount shall be disbursed to the Kishau Corporation Ltd. as per the instructions issued by Govt.
of H.P.

271 As per the request submitted to GoHP, to further defer the repayment of loan and interest due, the GaHP vide
letter Mo MPP-CL12)-1/2017 dated Sth February 2021, has now further deferred the repayment of loan and interest
payments for BY. 2020-2 1. However it has beenadvised by the finance department of GoHP that payments be started in
the financial year 2021-22,

2.72  Incase of Renuks Ji Dam Project (RDP), interstate agreement has been signed by all the beneficiary states on
11.01.2019, in New Delhi, Revised cost estimate of Renuka §i Dam Project (RDP] on October 2018 (P1), was finalised by
CWC for Rs.65946.958 Crores on 20.02:2019 and has been acoepted by Technical Advisory Committes in its Meeting hold
on 09,12.2019. Now it is being processed for “Investment Clearance”™ by the Ministry of Jalshakti and shall be further
submitted for approval of Central Cabinet Committes of Economic Affairs, Gol. Once the approval is accorded, funds
shall start Nowing to the project and shortfall of the expenditure shall be recovered, Matter of release of funds for
ongoing land acquisifion process was taken with Gol. It was intimated that the funds can be released only after cabinet
approval of the project. However no such restriction s there for beneficiary states. Accordingly, the matter was
taken—=up with Secretary Upper Yamuna River Board vide letter dated 13.09.2019 and further vide letter dated
24.09.2019,

2.73 Adwances given to HPSEB Lid,, HPPTCL, |&PH, HPPWD, Fisheries Dept. etc. given against works to be executed on
depozit work basis, could not be settled/capitalized, due to pending utilization Certificates ta be received from thase
Depts. /Corporations,

274 Disclosure of Major Changes in existing Contracts/Agreements during the period: 1) Geological Investigation on
the right bank slop on Shongtong Karchham HEP with Mo variation in contract amount, 2] Enhancemient in contract
amount by EURD 59016.79 due to inclusion of withholding Tax 3} Continuation of consultancy services of
Accompanying the investigabions on the Barrage Right bank Slop of Shontong Karchham HEP with no variation in
contract amount 4) Basic concept for protection of barrage against sliding right bank shop with no variation in contract
amaunt,

275 The Enforcement Directorate vide Provisional Attachment Qrder 0372017 dated 291272017 (F No ECIRS 02/
54520/2 014/07 / 7537) dated 29/12,/2017, has attached the assets of the Himachal Emta Private Limited {a Joint
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Venture Company |, amounting to® 2 59 crores. At present the case is pending in the Hon'ble Supreme Court of India.

2.76 Asper Hydro Geperation Tariff Regulation 20, on Depreciation (given in the Appendix of Depreciation Schedule), of
HPERC Notification No. HPERC/Gen/479 dated 15t April 2011, investment in land, cost of chearing the site and land for
reservoir in case of Hydro Generation Station of Land under lease is to be capitalized and depreciated @3.34%. Land
under full ownership is not required to be depreciated. In case of this Corporation, Reservair/Dam, is being constructed
in Renuka i HEP anly and the land so far acquired is under the full ownership of the Corporation, hence the depreciation
has not been provided on the cast of fand nor the trees and structures on such free hold land.

.77, To finance the working capital requirements, Carporation is availing the cash credit limit of Rs. 200.00 Crore, from
KCC Bank Lid, which was sanctioned by the Bank on 215t November, 2019, As on 28Bth February 2021, total limit
exhausted/utilized by the corporation stood at Rs. 157.98 Crores. Further UCO Bank has sanctioned term loan of Rs.
40,00 Crore, to finance the remaining works of HRT of Sawra Kuddu HEP. Out of which Rs. 20.83 Crore has been availed
Hil date. Repayment of this loan has started woef 31.03.2020. Interest i being paid monthly basic and Principal
repayment on guarterly basis. This Corporation has also raised a Cash Credit Limit of Rs.200.00 Crore from H.P. State Co-
operative Bank Ltd. on05th March 2021. Howewer as on date nowithdrawals have been made by the Corporation.

2.78 Surrender of Unviable/idie Projects allotted to HPPCL:

Corporation has submitted a proposal to the GoHP to surrender the undermentioned Unviable/idle Projects allotted to
HPPCL i.e. Chirgaon-Majhgaon HEP (52 MW), Dhamwari Sunda HEP {70 MW), Lujai HEP (45 MW), Chiroti Saichu HEP
{26MW], Saichu HEP [S8 MW) and Saichu Sach Khas HEP (117 MW),

Far and on behalf of Board of Directors

Sd/- Sdy- Sdf- Sd/-
[B.L. Verma) [Sudershan K. Sharma) (Manmohan Sharma) [Amit Kashyap)
0.G.M. {Finance] Company Secretary Director {Finance| Managing Director

DN No, D8480582 DIN No, 07453573
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: Soni Gulati & Co.
N Chartered Accountants

STATUTORY AUDITOR'S REPORT ON THE CONSOLIDATED IND AS FINANCIAL STATEMENTS [ANNUAL
ACCOUNTS) FORTHE FY, ENDED 315T MARCH, 2020

Qualified Opinion

We have audited the accompanying Stand alome Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED {“the Company” |, which comprise the Stand alone Balance Sheet as at 31st March, 2020, the
Statement of Profit and Loss [including Other Comprehensive Income), the Statement of Cash Flows, the Statement of
Changes in Equity for the year then ended, and a summary of the significant accounting policies and other explanatory
infermation (hereinafter referred to as "the Stand alone Ind AS financial statements”),

In ur opinion and to the best of our information and according to the explanations given to us, except for the effects of
the matter described in the Basis for Qualified Opinlon section of our report the aforesald 5tand alone Ind AS financial
statements give the information réequired by the Act In the manner so reguired and give a true and fair view in
canformity with the accounting principles generally accepted in India including the Ind AS, of the state of affairs
{financial position] of the Company as at 31st March, 2020, and its profit/loss [financial performance indluding other
comprehensive income), its cash flows and the changes ineguity for the year ended on that date.

Basis for Qualified Opinkon

We conducted our audit of the Stand alone financial statements in accordance with the Standards on Auditing specified
under section 143{10) of the Act (SAs), Dur responsibilities under those Standards are further described in the Auditors
Responsibilities for the Audit of the Stand alone Financial Statements section of our report. We are independent of the
Company in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of india {ICAl) together
with the independence requirements that are relevant to our audit of the Sand alone financial statements under the
provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical respensibilities in
accordance with these requirements and the ICAI's Code of Ethics, We believe that the audit evidence we have obtained
Is sufficient and appropriate to provide a basis for our gualified audit opinion on the $tand alone financlal statements.

A Preparation of the Financial Statements

{ihs reported by previous aoditors that supplementary information submitted by the units does tally with the
approved financial statements submitted to us for sudit. The Current and Mon current classification details submitted by
the units does tally with current and non current assets and Habllities depicted in the Financial statements however the
same could not be verified by us for want of information.But no such supplementary information was submitted to us
JNo units’ financial statements were made available to us except one of Sawra Kuddu that too at the fag end. The
fimanclal skatements are prepared on excel sheets & not taken from SAP a5 the SAP software acquired is dieficient In this
respect. The details of vouchers in SAP were asked for but submission of such information was delayed fgiven late and
incomplete. We were made different {altered) Hnancial statements on different dates (thrice) after we discussed our
observation these were claimed and certified as Board approved& changes were not explained .As SAP is updated ,we
cannot verify the same.

The following qualification by previous auditors remained unverified by us:

Arrspaint in lacs

Balance Sheat Detalls Provided Approved Financial Statements | Diffrence
Property, Plant and Equipment | % 3,03,00448 | ¥ 3,03,086.00 2 -81.52
Financial Assests

Loans i 15162 | ¥ 147.72 L4 391
Other Non Current Assets T 4348180 | ¥ 36,705.00 T 6,776.80
Inventories T 6871 | ¥ 74.00 ¥ =5.29
-Cash and Cash Equivalents | ¥ 940353 | ¢ 11,365.00 I -1,961.47
-Bank Balance other than above | € 1167006 | ¥ 9,709.00 T 1,961.06
-Loans T 019 | ¥ 3.00 ¥ -2.81
Other Assets T 55089 | T 1,349.00 T -798.11
Other Current Assests T 742 | ¥ 6,241.00 L4 -5,893.58
Firancial Liabilities

-Borrowings T 1,40,368.35 | ¥ 1,59,795.00 2 «19.426.65
-Other Financial Liabilities T 61435 | T 10,993.00 L1 -4,840 44
Current Liabilities: N

-Other Financial Liabilities T 28634699 | ¥ 2,62,070.00 T 24,276.59

200
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{ii) During the course of audit it has been observed that the figures depicted in the Statement of Profit and lass are
not in agreement with the books of accounts. Amount in lacs

Approved

Statoment of Profit and Loss Trial Balance ; =
Financial

Employee Benefit Expense 139371 | ¥ 1,565.00 -171.29
Depreciation and Amartization Expense L4 1065393 | ¥ 10,670.00 | ¥ -16.07
Other Expenses ¥ 457186 | ¥ 433400 | ¥ 187 86

Statoments

{iii} During the Course of audit it was observed that the cash flow statements submitted does not t2lly with the
supplementary information submitbed to us for audit, The foflowing are the details of the same

Ammount in lacs

Difference

A= per Our Approvd

Calculatdons Flnanclal Smtements

Cash Flow Statement

Cash flow from operating activities

Depreclation T 10,653.93 E 4 1066900 | ¥ -15.07
Inventories : -34.96 4 40,00 | ? 5.04
Finance/Interest Cost L4 12,980.04 L4 -1 ¥ 12,980.04
Adjustment for Assests and Liablities

Inventories T -34.96 L4 -40.00 | ¥ 5.04
Loans Other Financlal assests and Other Assets L 4 -b,286.52 L4 -10,705.00 | ¥ 441848
Other Financlal Liablities and other Liablities T 14,798 83 T 12917000 | ¥ -1,14,371.17

Cash flow from Investing Activities
Net Expenditure on property plant and equity T -47,355.72 4 ~55.860.00 | ¥ 8,513.28

Term Deposit with Banks{ having L4 =8,727.08 T -2,26100 | ¥  -6,466.08
maturity more than 3 months)

Interest on term deposit/ sweep deposits L 4 1,916.00 L4 200| ¥  1514.00
Cash flow from Financing activities

Long Term Borrowings -Proceeds T 2,280.61 T -30,252.00 | ¥ 9253261
Long Term Borrowings -Repayment T -1,471.16 T T -1471.16

{iv} The Company has provided the unit wise Balance sheets for the purpose of audit however the previous years
figure was not depicted in the unit wise balance shests.

We cannot comment upon this as it could not be explained ta us by the management. This year we wera not made
avallable unit wise balance shaets
B. Non-Compliance of Indian Accounting Standard (Ind As)

The Company has not complied with the following Indian Accounting Standards while preparing the financial
statements; -

(I} IndianAccounting Standard | ind As 1) Preparation of Financial Statements

The Para 15 of Ind As 1 Presentation of Financial Staternents states that where Financial Statements comply with
IND As the compamy shall make an explicit and unreserved statemient of such complance in the notes, No Disclosure far
the same has been made inthe note

(i}  Indian Accounting Standard (Ind AS) 20 Accounting for Government Grants and Disclosure of Government
Assistance.

The Company has been granted the deferment of repayment of principal payment and payment of interest till
FY2020-21 refer Nate 2.21. The company must acoount for the interest payable on such deferment Gl the closa of the
year at market rate as grant from the govermmant and has 1o be acocounted for as the addition to cost and the same has
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alzo to be shown as additon of grant. No such interest has been sccounted for by the company tll the close of the year
a5 perpara 10 A ofthe IND AS, Inthe absence of the information we are unable to comment on same,

(i)  Indian Accounting Standard (Ind AS) 19 Employees Benefits

The para 55 to 62 of the Indian accounting standard is applicable to the company in respect of the Post Employment
Benefit: Defined Benefit Plans which requires that actuarial valuation of the liability of employees defined benefit plan
has to be made at the end of the year and same has Lo be accounted for on in the books of accounts, The Company has
not accounted for the liablity on the basis of the actuarial valuation and only actual liability has been provided. In the
ahsence of the information we are unable to comment on the impact of the same on the Balance Shaet at the close of
the year.

() Indian Accounting Standard (Ind AS) 37 Provislons, Contingent Liabilities and Contingent Assets:

The Company has disclosed the provisions contingent liabilites and  contingent assats only up to the date when the
accounts has been approved by the BOD, No Disclosures of Provisions , contingent liabilites and contingent Assels after
the sccounts approved by the BOD and till the date of finalisation of this report is considered in these financial
statements.

(v} Indian Accounting Standard (Ind AS) 10 Events After the Reporting Perlod
The financial Statements for the year under review are provided tous on 19thdune 2021 which was approved by the

BOD on 1Bth March, 2021, The financlal statements are not adjusted for the events occurred between the Balance
sheet date both favourable and unfavourable till date of the finalisation of this report,

{vi} IndianAccounting Standard [Ind AS) 113 Fair Value Measurement

The Company has not made Fair Value of the assets and Lahilities as on 31st March 2020, [Refer Note No 2.46). Tha
same s not in line with the IND as 113 Fair Value Measurement which is mandatory applicable to the company,

[vii} IndianAccounting Standard [Ind AS) 109 Financial Instruments

The Campany has not applied the Ind As 109 while disclosing the Government Loan in the financial statements below
market rabe interest and ts impact on the profit and loss and Balance sheet has not been disciozed in the Ainancial
statements.

{wiii) IndianAccounting Standard (Ind AS) 12 Income Tax

The Company has not followed the IND as in respect of Income tax for calculating the deferred tax assets and Liabilities
and its accounting in the books of accounts. The seme is also not in line with note ne 1.22 of the significant accounting
palicies adopted by the company. No information In respect of the same has been provided to us. In the absence of the
information we are unable to comment on the impact of the same on the Balance Sheet at the close of the year

ix] Indian Accounting Standard (Ind AS)8 Accounting Policies, Changes in Accounting in Accounting Estimates and
Errors

as reported by previous auditors the Company has not applied the Ind As 8 in relation to accounting of the Prior Period
Adjustments of errors while preparing the Financhkil Statements as stated in the para 1.25 of the Significant Accounting
Policias of the company.

€  Observations onthe Financial Statements

1 Property Plantand Equipment Note 2.1

i We invite attention to Mote Mo 2.55 wherein its stated that the Company is in possession of forest land at, Sain]
HER, Shongtong HEP. and Sawra Kuddu and no provision has been made as the amount of lease has not been
ascertained. In the absence of Information, we are unable to comment on the samea. This observation was also reported
inpreviousyear report.

i) We Invite attention to Note no 2.64 where in the company has not accounted for the costof the Land and Buildings
of HPSEB Limited amounting to Rs Rs. 4,599 lakhs. In our Opinion the Property Plant and Eqguipment are understated to
the extent of above and correspandingly the other Current Financial Liabilites are also understated to the extent of
above. TheSainjHEP hasentered into

agresment to lease out the land from the above land in possession to AFCONS Infrastructure Limited Lease agreement
in the month of September 2019 for four years

(ilil Reported by previous auditors the Renukaji HEP has accounted for Rs, 31,911 Lakhon account of compensation
paid for the land, The Himachal Pradesh Electricity Regulatory Commission Hydro Generation Tariff Regulation has

i |
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provided that the Depreciation @ 3.34% is leviable on submerged Land. The HP CAG issued comment on the same in the
Supplementary auditfor the year 2016-17

The Company has not Charged the depreciation as per the comment issued by the CAG. Thus the company has not
charged depreclation for the 2016-17 and 2017-18 amounting to Rs. 3,300 lakhs (previous year Rs. 2,200 lakhs) during
thie year under review, In our opinion the Property Piant and Eqguipment is overstated and Capltal work In Progress In
understated to that extant.

Thiscould not be explained to us by the management

A% permanagement no depreciation is chargeable on freehold land as required by HPERC & CERC.

(iv] The Renukaji HEP has pald Rs.5.364 Lakhs on sccount of compensation pakd for trees and Structures. The CAG In
their supplementary audit report for the year 2016-17 has commented that Rs. 785 Lakh has been less charged on the
above and the Property Plant and Equipment s overstated to the extant of above and Capital Work in progress is
understated to that extent. The Company has not accounted for the same in the financial statements and no further
details has been provided in respect of depreciation to be charged on the above. The Qualification of the CAG for the
year 2016-17 has been considered in this report

(v} The Kashang unit has booked the cost of the training expenses to the cost of the E and M works amounting to
Rs.68.91Lakh. Thetralning expenses pald after the start of the commercial operations has to be charged to the Revenua
Expenditure as the expenditure has not been incurred to bringing the assets to the working condition. Thus the E and M
Works are overstated by Rs. 68.91Lakh during the year under review and expenditure are understated to that .

2 Capital Work In Progress 2.2

{i] We lnvite attention to Note No 2. 70where in it is stated that the Court case has bean filed by the Tass Mini Hydel
Project in the Hon'ble High Court of Himachal Pradesh against the Government of Himachal Pradesh. The matter is still
under litigation and may have impact on the Development of the Project.

{ii] The Sainj Unit has paid Entry Tax amounting to Rs: 544 lakhs frorm September 2010 to December 2016 to HCC
Lirited. As per tha Himachal Pradesh Entry Act 2010 the dealer paying the entry tax is entitied to take the cradit of the
entry tax and adjust the same with the Vat Liability of the Dealer which the dealer has claimed in the Vat return filed by
the contractor to the concerned Assessing Authorities. Thus, the dealer was not entitled to claim the entry tax which
was ad|usted by dealer towards its Vat Liability, Thus OWIP Profect Electro Mechanical works s overstated to the extent
of Rs. 544 lakhs and other current assets are understated to that extent. The HOC has gone into court case and the
amount 5 of non recoverable nature as the amount is not recovered tll date,. Thus provision for the same s reguired
and provisions are understated to the extent of above, No action has been taken by the management although reported
by previows year auditors.

{iii} Reported by previous auditors the Kashang Unit has charged interest paid on PFC loan of Rs. 3,000 lakhs transferred
frorm HPSEB at the time of transfor of assets and Habilities from the HPSEB of the Kashang Unlt to the Expenditure Under
Construction, It has been observed that at the fime of transfer of assets from Kashang Unit from HPSEB & sum of Rs.
1,392 lakhs has been used for constructon of Transmission Lines at Kashang HEP. During the yaar 2000-11 the Kashang
unit has transferred all cost of the Transmission Lines amounting to Rs. 6,585 lakhs back to the HPSEB Limited. Further
It has been observed that at the time of transfer of transmission lipas the loan component of the PFC utilised on the
construction of Transmisston lines has nol been transferred to the HPSEB Limited and further a sum of Rs, 871 lakhs has
been paid a3 interest on the above loan by the company till 315t March 2017 to the PFC. Thus, a sum of Rs. 871 Lakhs is
recoverable from HPSEB Limited on account interest paid to PFC on transmission lines transferred back to HPSER, In our
apinion Property Plant and Equipment are overstated to the extent of Rs. 871 Lakhs and the other current assers ane
understated to the extent of above. The observation Is continuing since 2016-17 and the amount i5 not recovered till
date hence a provision for the same s required. Thus expenditure is understated to the extant of abowe,

{iv) Apportionmant of Corporate and Sundarmagar {Design Wing) Expenses to Renukaji Project

Reparted by previous auditors the Company has apportioned 15 % of the total expenditure of Corporate Office and
Sundarnagar design office to Renukaji Project vide Managing Directors Office Order Note dated  10/11/2017 during the
year under 2016-17. It has been observed that during prévious year for Renukajl HEP where only expenditure of 5% of
the total cost of the Fixed Assets and CWIP has been incurred by the company till the close of the year onthe project 15
%% of the total expenditure of Corporate Office and Sudarnagar and rest has been allocated to the other units in the
proportion of capital expenditurg incurred by the remaining units. The above apportionment ratio has not been
approved by the Board of Directors of the company. The allocation percentage and ratio  adopted by the company is
alzo not In compliance to accaunting policy of the company mentioned at Mote no 1.6 (g) The Company has provided no
justification for approving the percentage of 15 % for allocation of corporate office and Sundamagar expenditure to
Renukaji HEP.
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The Company has charged the following expenditure to the Renukaji till 31st March 2018 and the same has already been
repartad by us in the statutory sudit reports forthe year 2016-17 and 2001 7-18. The following are the details of the same.

Expenditure Amount Statutory Audit Report
up to 2016-17 1,948.00 2016-17
2017-18 154.00 2017-18
Total 1,142.00
In our opinion the apportonment of expenditure to Renukaji @ 15 % is not justifiable and thus § 2142 Lakhs (Previous
Year fs, 1,948 Lakh) has been excess allocated during the year 2016-2017 to the Renuksaji and same has been less

aliocated to other units. .

This has resulted in less apportionment of the expenditure to the generating unit |.e. Kashang Stage | and Sainj HEP and

may affect the depreciabion charged during the yvear by the Kashang Stage | and 5ainj HEP. In the absence of the

information we are not able to comment on the less amount of depreciation charged after COD period by the Kashang

Stage  and Sain] HEP

The Company during the year under review has also adopted the same method of apportionment and the foliowing are

the details of appropriations made during the year:-

Appropriations made up to 03rd January 2019 (Rs. In lacs)
Mame of the CWIP plus Fined {Percentage of | Cost to be Cont

Project | Asseets less land Cost | Total Cost Allocated Allocaied T ——
Sawra Kuddu 13 : #37.84 739,80 98,04
Renulkajl 13,117.81 4,87 73.69 24278 168,54
Shongtong 74,059.13 27.47 416.05 367.36 48,68
Chirgaon Majhgaon 1,057.14 039 594 524 0.69
Triveni mahadey 640,78 0.24 .60 3.18 Q.42
Thana Plaun 2,451.53 0.91 13.77 12.16 1.61
Makhtan 2.145,30 080 12407 10.66 141
Gyspa Dam 1,034 .94 038 5.81 5.13 .68
Surgani Sundla 1,455.08 054 817 722 0.56
Deothal Chanju 485,76 018 .73 241 0.3z
Chanju i 1,016.54 0.38 5.71 5.04 LET
Berra Dol 313528 1.16 17.61 1558 2.06
Kashang Il 19,837 56 7.36 111.44 98.40 13.04

2,609,581 .43 | 151445  1,514.45 |

Approprations made after 03rd lanuary 2019 .prepared to change this practice. The same practice has been followed
during 2019-20 also. The Management is not ready to change this practice. (Rs. In lacs)

Namae of the CWIP plus Fixed |Percentage of | Cost to be Cost Narinncs
Project | Assests fess land Cost | Total Cost Mllocwted Albocated
Sawra Kuddu 15,844 26 56.90 268.69 238.51 30.18
Renukali 1396620 5.45 2573 75.88 -50.15
Shongtong B9,372.26 27.07 127.80 11345 1435
Chirgaon Majhgaon 105713 041 1.95 1.73 0.42
Trivenl mahadey 640,69 0.25 118 1.05 0.13
Thana Plaun 217213 .85 4,00 3.55 .45
Makhtan 207071 0Bl 3.81 3.39 0.43
Gyspa Dam 1,022.15 040 1.88 1.67 0.21
Surgani Sundla 1.090.39 0.43 2.01 1.78 0.23
Deothal Chanju 43572 01y (15851 0.71 0.0e
e 1l 89663 035 1.65 1.47 019 |
‘HI'IIE L 17,734.16 692 32.67 £9.00 3.67
Bara-Khmba 2.94 0.00 0.01 .00 0.0
Algore Project 1.09 0.00 0.00 0.00 0.00

1,56,306.44 | 472.19 | 472.19 |
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In our opinion the apportionment of expenditure to renukajl @ 15 % s not justifiable and thus T 219 Lakhs has been excess allocated
during theyear 2008-2018 to the renukajl and same has been less allocated toother undts. This has resulted in less apportonment
of thie expenditure to the penerating un|t Le. Kashang Stage! and Sain] HEP and may affect the depreclation charged during the year
by the Kashang Stage | and Sainj HEP. in the absence of the Information we are not able to comment on the less amount of
depreciation charged after COD pariod by the Kashang Stage | and Sain| HEP
We VWould further ke ta submit that no confirmations fram the perpcipating states and the central government has been provided
to us for the inclusion of zbove expenditure towsrds the cost of the Project. In the absence of confirmations we are unable comment
o the recoverability of the expenditure from the participating states and central government.
3 Hon-Current Investrmont Note 2.5
{i} W invite sttention to Note No.2.45{i]., the Company has made an investment of ¥ 337,50 Lac {previous yesr §. 337.50
Lakhs] In the equity of Himachal EMTA Power Limited [HEPL) which has been established 35 Company's jolnt vernfure with EMTA for
sefting up & (27250 MW) thermal power plant. The Company has 50% equity participation in HEPL. The Government of Indla has
allotted coal Hodk to Himachal EMTA Powaer Limited and J5%W Steal Limited foar which another kolnt Venture has been made in the
Hamae of Gowrangdih Coal Limited.
*The Hon'ble Supreme Court of Indla [5C) on 257082014 and 24/09/2014 ordered that the allotment of the coal block made by the
sceening committes of the Government of india through the governmént dispensation route sre arbitrary and illegal thus the
Gouragdih Coal Block allotted to Himachal EMTA Power Limited and J5W Steel Limited has been cancelled.”
{H The Company has made provision for doubtful investments amounting to of accounts.
(i} The company Indepandent auditers of Gourengdih Coal Limited raised concern in respect of preparing the Financial
Statements on the basis of Golng Concérn Concept and under Histarical Cost Convention due i deallotation of the Coal Blocks by
the decision of the Suprame Court during the year under review:
L] W imite sft=nton 1o note 2,75 where In the Enforcement Directorate has attached the assets of the Himachsl Emita
Pyivate Limited amounting to year 2018-19 stated that tha CBA has filed charge Sheet accussing the two Directors of the company 5h
Ufjal Kumer Upadhays and 5h Bikas Mukherji in the matier pertaining to the allocation of Gourangdih ABC coal Block by
misrepresentation of facts. The ED on the basis of the Charge sheet filed has attached the assets of the Gourangdh Coal Limited
considering them Lo be procesds of erime under Provention of money Lsundering Act 2002 A1 present the case is panding with the
Supreme court of Indis against the atiachment order. No Disclosire of the same has been mada in the notes to accounts
q Other Noa-Current Financial Assets Note2.10
T The Chirgaon Unit ks showing 2 sum of accounting unit was transferred from erstwhila Board (HPSEB). The payment was
mache by the LAD of the HPSER and the kand |8 In the name of HPSER, The unit was transferred from the erstwhile HPSER and the
advanceaccount of the LAD 1§ being carried forward by the unit 2% advance and the land s In the possession of the Corporation. The
Unit has not changed ihe name of the ownership of the corporation in the revenue records nor has adjusted the sdvance account in
ouir opinion the company Is entitled for Hitle of the land once the aweard has been ordered by the LAD snd land kegally vests with the
company, This, Othar Non-Current Financial Assets are sverstated to the extent of above and correspondingly the Property Plant
and Equipment is understatod to the extent of above.
L[} The: shongtong HEF, his paid scquisition of land measuring 0.1702 hectare, for the project, at the time of mutation it is
found that the same land was siresdy scquired by HPPWD, The amount is doubtful for recovery a3 the amount has not been
recovered from the land owners and a provision for the same (5 required. In cwr opinbon Other Mon-Current Financial Assets Is
evarstated tothe extent of above and consaguent iy the expanditire s understated to the extentof above
{Eij{a] Weinviteattention to Note No 267 whene in it is stated that the amount recoverable from contractors includes a sum of ¥
11183 lakhs {previous year cost. The contract with the contractor was terminated in the year 2013 and the same was awarded to
hifs HOC Limited The smodint pald to HOC Uimited on sccount éxtra cost his beaen showr as recoverable from Cosstal Projects, The
armownt is dowbtful of recovary from the Coastal Projects a5 there ks no agrooment with the pamy to recover the money as the
contract with the party has  already boen erminated since 2013, The Company has gone into Bguidation as the lendor banks of the
contractor has fled liquidation petition with NCLT and the amownt isdoubtful of recovery.

The Managiment has informied the previous suditors through a ketter from the Director Finance dated Sth June 2021 that
In caze of non recovery of the smount from the contractor the same will be charged to the cost of the " Main Chvil Works” after
ohbtalning the necessary approval from the Board of Directors.
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We suggest that the Management should take approval from the BOD regarding charging of the amount recoverable
from the contractor to the * Main Civil works™ in case of the non recovery of the amount due from the contracior at
subseguent Board Meeting. The same is required as per the requirement of IND As sothat the above cost will become
part of the cost to bring the assets 10 location and condition necessary for it to be capable of operating in the manner
intended by the Management.

Tha company is not the secured creditors of the Coastal Projects and the company has not shown toourverification any
documants in support of their claim that the amount recoveratde from the coastal projects are fully secured and there
is full probability that the amaunt will be fully recovered inthe near future

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

(bjReported by previous auditors the unit has not charged the G5T on the amaunt of the amount of Rs, 3,287 Lakh
charged to the Coastal Projects on account of Risk and Award Cost charged to the contractor. Thus G5T amounting to %
£92 Lakh has not been charged on the above on account of reimbursement of expense=s and liability [s understated to
the extent of above.

{c) The Company has debited the amount of service tax payable by the company amounting to Rs. 65.30 Lakh to the
service tax authorities and the same has been paid by the company in its own service tax number under the Viswas se
Vivad Scheme. The Liability of payment of the service tax was of the company  in the pre GST period which was
Chiarged from the HCC on account of Rent Charges of use of Machinery of the Coastal Projects by the HOC . The Amount
was credited to the Costal Projects without depositing the service tax from the rent credited to the Coastal Projects.
Thus the services are covered Under Principal agent relationship and G5T has to be charged on the same and a sum of
11,70 Lakhis tobe pald as G5T on the above, The Liability Is understated to the gxtent of above.

d) Further the Company has filed a daim of Bs. 40,736.90 Lakhs inclusive of interest with the NCLT against the Coastal
Projects Limited as the contractor company has gone into lguldation which ks In the nature of Contingent Assets and
same has been disciosed as Contingent Assets a5 per Note 2.37. The Official Liquidator has not accepted the clalm of the
company stating the reason that the matter is pending with the Hon'ble High Court of Himachal Pradesh

(iv]  Weinvite attention to Note Na 2,61 where in it s stated that the company has not made a provision for Rs. 103,24
lakhs [Previous Year RS, 103.24 Lakhs) recoverable from Gammaon India since 2013 throwgh Directorate of Energy. The
amount has to be recovered along with Interest of 10% per annum. The amount has not been recovered till the date of
audit and the same is doubtful of recovery hence provision for doubtful advance ks required. In our opinion the Non-
Current Financial Assets are overstated to the extent of above and Expenditure are understated to the extent of above,

{v) The Renubkaji HEP has deposited Rs, 186,42 Lakh with HPSER for deposit work. The HPSEB has fully utilised the
advance and ghvan the Utilisation certificate to the company, However the company has not capitalised the assets, In
our opinion the other Non-Current Financial Assets are overstated to the extent of above and Capital work In progress
is understated to the extent of above,

{wi] GrantRecelvable

In case of Gyspa HEP ,we invite attention to Note No 2.63 where in it is stated that company is showing Rs, 608 lakhs
{previous year Rs. 608 lakhs) as recoverable grant frem the Central Government on account DPR and Investigation
Expenses The Government of India has approved RS, 1,250 Lakhs for survey and investigation of the project and paid
Rs. 500 Lakhs as adwvance and the rest of the amount is to be pald on the submission of the DPR. The work of the DPR 5
not completed since 2012 due to sustained opposition to the project by local people. The Central Government has
stayed the further payment of the grant until the submission of the DPR. The grant recoverable shown is not as per para
7 and B of the Indian Accounting Standard (Ind as) 20 Accounting for Government Grants and Disclosures thereof
which states that; -

“7 Government gronts, including non-maonetary grants af foir value, sholl not be recognised until there is reosonabie
assuronce thot:

{a) the entity will comply with the conditions attaching to them; ond

{b) the gronts will be received.

8 A government grant is not recognised until there is reasonable assurance that the entity will comply with the

conditions attaching to it, and that the entity will comply with conditions attaching to it ;, and that the grant will be
recelved .Recelpt of a grant does not of itself provide conclusive evidence that the conditions attaching to the grant
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have been or will be fulfilled.”

The grant recoverable is not as per the applicable IND a5 20 and the contention of the company s that as the project is of
Mational importance and the concernad ministry ks contfnuously pursulng the matter with the State Government and
directing the company to take appropriate acton to resolve the issue with the affected families so that the survey
investigation work may be completed at the earliest. In our opinion the continuous monitoring of the project by the
ministry and the Central Government and further directions to resolve the issue with effected families at the earliestisa
sufficlent compliance for the condition attached to the grant as perthe requiremant of IND as 20.

{vii} The Shongtong unit is showing following advances to the contractors the recoverability of the same is dependent
on the completion of the project and the same has not been discounted and shown as per the fair value as required by
IND AS 113, In the absence of information, we are unable to comment on the same (Please also refer Nate 2.46). The

following are detzils of the advances . b I
1 Patel Engeneering L 4,852.00 L1 5,146.00
‘ 2 mwﬁ L 4 1,789.00 T 2,605.00 \

viil) The Shangtong unit has given advance of Rs. 20 Lakh [ Previous Year Rs. 70 lakhs) to IPH Khwangi for irfigation
scheme and the same has not been charged to expenditure during construction, In our opinien the Nop-Current
Financial Assets yre overstabed to the extent of sbove and OANIP are understated to the extent of above.

(i) The Shongtong unit is showing advance of Rs. 35 49Lakh | Previous Year Rs5. 154 lakhs) to HPSEB as on 31st
March 2020 and as the advance will not be recovered from the agencies and assets are being used by the corporation
the same should be capitalised. In our opinion the Non-Current Financial Assets are overstated to the extent of 35.49
lakhs and CWIF are understated to the extent of above.

{xi] TheChanjulll has not capitalised the advance to HPPTCL for design and survey work amounting to Rs, 17 lakhs for
want of utilisation certificata.

(xif} The DeonthalChanju has not capitalised the advance to HPPTCL for design and survey work amounting to Re.
13.00 fakhs for want of utifisation certificate.

{xiii] The 5ainj unit has paid Rs. 50 Lakh to HP Fisherles Department but the expenditure has not been booked, The
Advance is not of recoverable nature and should have been capitalised Thus the Other Non Curment Assets are
overstated to the extant of above. Utilisation certificate received on 17/07/2021.

(¥iv] The Sainj unit has paid Rs, 10 Lakh to State Pollution Departmient but the expenditure has not been booked, The
Advance is not of recoverable nature and should have been capitalised Thus the Other Non Current Assets are
overstated tothe extant of above.

[¥v) The Sainjunit has shown Rs, 9 Lakh as recoverable from DOE on account of LADF charges paid on Infirm Power.
The amount is not recovered till date and provision for the same is reguired. Thus the Other Non Current Assets are
overstated to the extant of above and expenditure is understated to that extant,

(xvi) The 5ainjunit has shown Rs, 131 Lakh (Previous year Rs, 71 Lakh ) as interest recoverabie from HCC on account
of advance given agalnst retention money . The Party has not repald the amount of advance and nor the Interest on the
same has been pald back hence provision for the same iz required, Thus the Other Non Current Assels are overstated to
theextant of above and expenditure Is understated to that extant,

{xvii) The Sainj unit has booked advance to HPSER amounting to Rs. 5.29 Lakh which is of non recoverable nature and
should have been charged to the CWIP. Thus Current advances has been overstated to the extant of above as the
amount has not beon recoverad and adjusted till date.

{xwiil) The Salnjunit has booked advance to XEM IPH amounting to Rs. 4.65 Lakh which is of non recoverable nature and
should have been charged to the CWIP, Thus Current advances has been overstated to the extant of above as the
amount has not been recovered and adjusted till date

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

{mi] The Sawara Kuddu Unit has shown a Sum of Ks. 661Lakh as amount recoverable on account interest and penalty
an entry Tax and provision for the same has been shown as provision for expenses by the unit . The Company has settled
the same in the H P Legacy Case Resolution j scheme 2019 for Rs, 67.92 Lakhas final settlement fees, Thus Other non

current Assets are overstated to that extant of ¥ 597.08 Lakh and similarly the provision for expenses are overstated to
that extant.
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(i) The Chanju Il has not capitalised the amount of RS, 187Lakh paid to HPSEBL. as the work has not been completed.

{ixil} The Deonthal Chanju has not capitalised the amount of Bs. 1871akh paid to HPSEBL ,as the work has not been
campleted.

5 Inventory Mote 2.11
Eported by previous suditors the Kashang stage 1 Unit is showing the following inventories at the close of the
i | is. In lacs

SrNo.| HemNo | Description Amount

1 |2000000751) G.pipe B0 mmd 248.3 Rmit 1,08,140.80 Transferred from HPSEBL
2000000744 | Portable magzine 4 Nos 1,55,567.00 | Transferred from HPSEBL
2000000765 | Steel tubler pole 10mitr 42Nos #,51,035.90 Transferred from HPSEBL
2000000727 Angle iron 100x100x6mm17.787 M 6,06,688.42 | Transferred from HPSEBL
2000000766 ACSR conductor 14,078 M 6,22,205.05 | Transferred from HPSEBL
2000005637| Needle Tips & Seat Ring 15et 16,60,593.94 Spares for E and M work

e e N e R I s |

Ll I B T

The ltem from sr no 1 to 5 amounting to As. 19,41 Lakh has to be shown at Met Realizable Value and the necessary
provision of obsolescence has to be made. No information in respect of the same has been provided to us.

The item at 5r no & s spare of the Turbine and has be shown under Property Plant and Equipment'sE as such should be
depreciated along with the plant.

Thus Inventory is overstated to the extant of Bs. 16.60 Lakh and property Plant and Equipment’s is understated to the
extent of above.

& Trade Receivables Note 7,12
Trade receivables are subject to confirmation & reconciliation ,concerning HPSEBL.
T Other Current Assets Note 2,18

{i] The Sawra Kuddu unit has not shown the amount recoverable from Patel Engineesing on account of recovery of
concrete cutting amounting tofs. 77 .50 1akh [previous year Rs, B4 lakhs), The case is reported to be in High Court Jn our
opinion the other Current Assets are understated to the extent of above and CWIP is overstated to the extent of above.

B Mon-Current Other Financial Linbiftdes Note 2,71
(i} Long Term Borrowings

The Company hias taken loan from the State Government for construction of Hydro projects. The Company has not paid
the Instalment and interest on the State Government loans, The State Government has provided deferment of loan
and interest for thie amount accrued up to January 2017 il FY 2018-19. The instaiment interest due after January
2017 dil theclose of the year has not been paid by the company tothe state Government

Wae Invibe attention to Note 2.7 1where in the Company has made the request for the deferment of Instalment and loan
o State Government . The State Government has given has not accepted the request and has granted the deferment for
the year 2020-21 till the year 2021-22.In our opinion the Company has defaulted in payment of instalments and interast
to the state government which is holding 31.63% [Previous Year 28,58 %) of the equity, However there is no other
default in payment of loan and (nterest to any other Financial insttutions/Banks. The Company has not complied with
Requirernents of the IND AS 20 Accounting of the Government Grant which states that the any concession from the
government should be added as additton to the cost and should be credited o the revenue.

{ii) The loan to the company was sanctioned by the Central Government to the State Government a5 90 % grant and 10
% loan basis has been further advanced to the company as 100 percent loan which was sanctioned to the state
government under Clean energy program. The Funding of the Grant to State Government as Loan to the Company has
increased the financial cost Liability on account of interest payable to the State Government. This will increase the cost
perunit of the generation of power and will not be recavered from the consumer and have to be borne by the company .
The charging of the interast will not make the comipany profitable as it constitutes 40% to 45% of the revenue cost and
the company has not paid the Interest to the state government even after four units are commissioned and the
company is pursuing for the deferment of principal and interest tll 2024 and in earfier year also the deferment has been
grantad by the State Governmant.
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We Invite attention to Note 2. 71whera in the Company has made the reguest for the deferment of Instaiment and loan
to State Government . The State Government has given has not accepted the request and has granted the deferment for
theyvear 2020-21 till the yeer 2021-22. Inour opinion the Company has defaultedin payment of instalments and interest
to the state government which Is holding 31.63% (Previous Year 28.52 %) of the equity, However there (5 na other
default In payment of loan and Interest to any other Financial institutions/Banks, The Company has not complied with
Requirements of the IND AS 20 Accounting of the Government Grant which states thak the any concession from the
government should be added as addition to the cost and should be credited to the revenue.

{ii) The loan to the company was sanctioned by the Central Government to the State Government as 90 % grant and 10
% loan basis has been further advanced to the company as 100 percent loan which was sanctioned to the state
gavernment under Clean energy program. The Funding of the Grant to State Government a3 Loan to the Company has
increased tho financial cost Liability on account of interest payable to the State Governmaent. This will increase the cost
per unitof the generation of power and will not be recovered from the consumer and have to be borme by the company .
The charging of the Interest will not make the company profitable as it constitutes 40% to 45% of the revenue cost and
the company has not paid the interest to the state government even after four units are commissioned and the
company is pursuing for the deferment of principal and interest il 2024 and in eadier year also the deferment has been
granted by the State Government .

The CAG has akso raised concern over the same in their report and suggested that the matter be taken up with the state
government o get the benefit of the Govi of India Palicies.

(I} The Long-term Liabilities includes EMD, Retention Money and Security Deposits pending since inception of
projects and the same has not been paid tll the close of the year. The Internal control in respect of them is very weak and
should be strengthened and the liabilities should be assessed at fresh and should be charged to revenue in appropriate
Casas.

9 Mon-Currgnt Liabilities Provisions Note 2.23

(I} For Company Employees

We Invite attention to note 1.20and 2.80 where in the policy adopted for employees benefit and accounting In respect
of the same has bean disclosed, The Above palicy Is nat In compliance with the Ind AS 19 Employees Cost in refation to
Past Employment defined Benefits plan In the matter of its recognition and measurement, In the absence of
Information, we are unable to comment on the same of its impact in the balance sheet and profit and Loss Acoount.
Meither any policy has been taken norany trust has been made for the same.

(i)For HPSEB Employees

The provislon for leave encashment Hability, gratuity labHity and pension Liability of HPSEB employees has been
cafcutated based on formuia adopted by HPSEB Limited. The Lability provided for is subject to the confirmation from
HPSEB Limited.

Ini the abzence of information and confirmation from HPSEB Limited we are unable to comment on the effect of the
same on the finandal statements at the close of the year

{iii} Thecompany hascreated liability for Gratuity & Leave eancashment without any actuarial valuation.

10 Other Nan-Current Liabilities Mote 234

a) Utilised Grant Renuka ji
{l}The Company has incurred following expenditure on the Renukall project tl 315t March 2020, Rs. b laics
a5 on 31st March 2019 (in lac)

Tangible Assests z 51,689.00 41,262.00
Advances & Deposits with Court 20,725.00
Cwip ¥ 32,148.00 7.54
Incidental Expenses 14,197.00
Advances L4 269.00 -
Grant Received T 68,548.82 76,002.33
Shortfall T 15,557.18 189.21
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There s a shortfall of grants received & expenditure incurred R2189.21 lakh | previous year shortfall of expenditure to
the tuneoft 15,557 Lakhs). Inabsence of information we are not able to comment on the same.

(i) We invite attention topara 2 (vi) of previous year audit report regarding allocation of expenses to Renukaji HEP
whersin its stated that the allocation of expenditure of Corporate office and sundamagar Design office to the unit has
not been confirmad / approved by the participating states and the central government. In the absence of confirmation
and approvals we are unable to comment on the apportionment of expenditure charged to the Renuksji HEP. The
company hasallocated § 2 870 lakh [previous year Rz, 2456 [akhs) as share of corporate office and design wing expenses
to the Renukall HEP for current year viz 315t March 2020, In our opinion the amcunt recoverable from participating
states will be reduced by Rs. 2,8701akh | previous year Rs. 2456 1akhs) givenin above para.

The Company is earning interest on the surplus funds of renukaji at Corporate Office by investing the same in short term
Fined Deposits, The Interest earmed on the same has not been shown as addition to the Grant nor the same has been
reduced from the incidental expenditure during construction period  of the unit. The above practice is not in line with
the significant accounting policy adopted by the company (refer Note 1.18). In the absence of informaton, we ane
unable to comment of the effect of the same on the Financial Statements. However, as informed 1o us no interest was
earned during the year, a5 the Company |s doing lunding of expenses out of Its own resources,

11 Current Liabilivies Other Financial Liablllties Note 2.26

(I}  The Liability on account of Retention Money, Security Deposit and dues payable to Contractors and suppliers are
subject to Confirmation. In the absence of information, we are unable to comment on its effect on assets and liabilities.
(i) The different units of the company are showing separately the amount payable and recoverable from HPSEB
Limited. Mo Confirmation from the HPSEB Limited has been provided to us for the amount payable and recoverable, In
our opinion anly one account of the HSPEB Limited should be malntained and net balance of recoverable or payable
should be shown inthe financial Statements,

[§i) The Other Current Liabilities includes EMD, Retention Maney and Security Deposits pending since inception of
profects and the same has not baen paid tll the close of the year, The Internal control in respect of them is very weak and
should be strengthened and the liabilities should be assessed at fresh and should be charged to revenue in appropriate
CayRs.

{bv] TheOther Financial Current Liabilities includes Rs, 75,87 lakhs | Previous Year Rs. 74,22 lakhs| as unclaimed maoney
on account of payables, retention, security and other payables to the contractors. The amount has been shown under
this head because the persons to whom amount ks payable is nok traceable, In our aginion the other current financial
liabilities are overstated to the extent of above and necessary provision for amount writhen back should be provided.

{vi The Swara Kuddu unit has made a provision for CAT Plan Expenses on 04th January 2016 amounting to Rs. 69
lakhs. The Unit has informed us that the amount has not been paid as the previous utilisation certificatas has not been
provided by the Forest Depariment. Ihoour opinlon the amount §s of the nature of withheld amount and should be
shownunder the head Nen-Current Financial Liabilides. Thus, current Liabilities are overstated to the extent of above.
{wi] The Corporate Office has not made the provision for demand raised by the PF Commissioner for the period
09/2008 to 06/2011 on account of PF contributions of Unregistered Contractors amounting to Rs. 189 Lakhs on 02nd
August 2018 (refer Note 2.59). Thus, current liabilities are understated to the extent of above.

{vil) Local AreaDevelopment Fund:-

W Irvite atbenBon to Noted 65 where in the company has not made any provision of amount payable to LADA fund on
account of Increase In cost of the Projects  as final cost determination of commissioned projectsis under process

{wiii] Reported by previous auditorsthe Kashang Unit  has not Charged G5T on the Liguidation Charges amounting to
R5. 534.42 lakhs 6n Rs, 2,969 Lakh charged Trom HCC, The Company has not shown the Liability under G5T returns filed
during the year under review nor the same has been charged to the contractor . The observation was also reported in
the previous year alsa. Thus the current lizbilities and understated to that extant and other non current assets is also
understated to that extant.

{lx) Reported by previous auditorswe invite attention to note 2.70 where the Corporate Office has shown T 500 Lakh
asamount payable tothe Kisahau Corporation Limited on account Eguity Contribution of the State Government for the
seed Money. NoConfirmation from the Eisahu Corporation Limited and directions from the 5tate Government to keep
the money with company has been provided to us for verification. In the absence of information we are unable to
commenton the same,

{x} Asreported by previous auditors the RBenukajl HEP has shown the amount recovered from LAD amounting to Rs.
1600 Lakh a5 amount payable to Government Agencies . The HEP at the tme of advancement to LAQ has shown the
same as part of land expenses. The amount recovered back has to be reduced from the Land Expenses. Thus Current
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Liabifites are overstated to the extent of above and similarly the land expenses are overstated to that extent.Could not
be explained tous except payment of s 5 Croo LA

(xi] The Swara Kuddhu HEP has transferced land measuring 0.9224 hectare to the HFTCL for the construction of 220
KV Switching Station at Hatkotl. The Company has received ¥ 916 Lakh as cost towards the cost of land in the month of
WNovember 2018, The company has handed over the possession of the land to the HPTCL but has shiown the amount as
advance from the customers and the sale deed for the same has not been executed so far. In our opinion the advance
has to be adjusted with the cost of the land and the deposit with the court. Thus current liabilities are overstated to the
extent of Rs 916 Lakh. Pending execution of transfer deed cannot be credited toand.

{xii) The Sainj Unit has shown a sum of € 515 Lakh as amount payable to Vioith Hydro, The HEP has not provided
to us the details in respect of the same and nor any confirmation from the supplier has been provided. The
Amount Is payable since 2017 and the same has not been pald Hil the date of the audit, Thus the Habilites are
overstated to the extent of abave.

13 Generation & Sale of Power

i Note no 2.56 The company is showing only net sale instead of gross sale.

{il) The Beradol Solar Power unit while fixing the tariff rate has adopted HPREC AD benefit Rate of ¥ 4.31 perunit
while approving the Tariff Rate with HPSER. The Corporation is not availing the advance deprecation benefit thus Tariff
rate of Rs. 4,79 perunitis applicable to the corporation. Thus 5ale of power is understated to the extent of T 10,36 Lakh
14 Apportionment of sxpenditure and Income of Corporate Office and Sundarmagss

{i} Expenditure of Corporate Office and Sundarmagar

It has been observed that at the time of apportionment of expenditure of Corporate office and Design Office the net
expenditure incurred during the year has been apportioned in the ratio of 278:87 from OLst April 2018 1o 03rd January
2019 and 4th January 2019 to 315t March 2019, [refer Significant Accounting Policy no LEgand Mote no 2.57[c) ). The
above apportionment is not in ling with the accounting policy referred in note 1.6 g which states that the “The
Expenditure of Corporote affice and Sundarnagar des'gn office s a"ocated to different accounting units on systemotic
birsis.”,

In our opinion the expenditure and income  should have been apportioned separately on actual basis between the pre
and post cod period to different units. The Adoption of wrong method of apportionment may effect the allecation of
cost to different units and the effect on its depreciation after commissioning of the projects . In the absence of
Information we are unable to comment on the same,

(i} Income of Corporate Office and Sundarnagar
It has been observed that the income of the corporate office mainly consists of the interest earnad on Fixed deposits by

making short term investments of the following funds: -

« Funds received for Equity

= Funds for Renukaji Project

= [rrp rest Funds for ADB Funded Projects State Govt Loan

- Interest on Funds With LAD

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

Similarly expenditure has been allocated alongwith HO to other units.

(lii) Apportionment of Expenses of Corporate Office and Sundernagar Design Office

The qualification of previous year auditors on apportionment stands for this year alzo.

15  Provisien for Income Tax

Wi Invite attention to Note Mo 2.66 whare In no provision has been made by the company for Income tax dunng the
YEar under review,

We alsa invite attention to note 2.53 where in the cases for earlier years are pending with different authorities and the
outcome of which are uncertain and may affect the amount shown as Depasits with Income Tax authorities Rs. 8,874.50
lakhs (Previous Year T8,874.50 lakhs |refer note 2, 10).In view of the uncertainly Involved and the matter is subjudice we
are unable to comment on the recoverability of the above amount and ts effect on the Financial Stakements.

16 Goods and Service Tax

{I} The company has not complied with all the provision of the Goods and Service Tax Act while preparing the
monthly returns and the annual retums for the year under review,

We hanve checked some instances and have obsarved that the Goods and Service tax has not been deposited on

I
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foflowing expenditures and Incomig:-

Tender Income

Liquidation Charges

Rent Income

Late Payment Surcharge

Payments Made to Government Departments and Government Bodies under Reverse Chargs,

Reimbursement of Expenseas from Contractors

Sale of scrap.

The Comparny has appointed G5T auditor to conduct the G5T audit under the GST Act However the G5T Audit report for
the year under réview has not been submitted il the date of the finallsation of this report as the due date for filling of
the report was 315t December 2020, In the absence of the report we are unable to comment on the final Rability of GST
along with interest and penalty.

{ii)The GSTR S Annual Return forthe year 2018-19 submitted by the company shows the following liability

EE=—aaEs———— e |

IGST
CGST

SGST 017.00

Mo Provision for the same has been made in the Books of accounts. Thus Liabilities are understated to that extant.

{iil} The Company has claimed input of GST while fling the monthly 3 B during the year under review, However while
filling the GSTR 9 for the year no details for the Input claimed haz been filled and claimed and nor Hability on account

excass clalm of ITC has been made. The Following are the details of the same. ins' I tacs]

O B R P R

L}

R

IGST_ 2 1,14,161.00
CGST i ; 1,14,161.00
SGST L 4 10,512.00

e |

| R

Thus llabilities are understated to the extent of above.

(v} The GSTR 9C Audit report filed by the GST Auditor for the year 2017-18 on 21,/05/2020 shows the following
amounts as payable by the Company. {Rs. In lacs)

_ m
2 6,01,21,367.00 Mam EE&M |
T

1,66,82,144.00 t:ummm

Thus Current Liabilities are understated tothe extent of Rs. 1536 Lakh,

{v) Thereisadifference in Turnover as per sudited financial statements & GSTRS amoaunting 0o Rs 16516739/ -during
2018-19.

17 Quantitative Detalls inrespect of enengy generated and sold

We Invite attention 1o Note 2.48 where in the Company has stated that it has installed capacity of 170 MW as on 315t
March 20159, The company has capacity 85 MW *3 Le, 195 MW but water supply was only for one turbine at Kashang
stage | against Installed 3 turbines. and the installed capacity of the Sainj HEP is 100 MW and one solar unit with the
capacity of SMW was installed during 2018-19  Howsver the installed capacity at Kashang s not utilizable in the
abzenceof water as the stage 11 & lilare under construction.Out of 3 turbines water is sufficient for running ome turbine
only, Forrest 2 work is in progress.

ia  Allocation of expenses of Kashang 1,2 and 3
{I} The method adopted for allocation of expenses by the Kashang Unit bo Stage 1 2 and 3 15 not systematic and nor
consistenthy fallowed,
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19  Profitand Loss Account
(i OCandMRER

Reported buy previous suditors the Sain) unit has booked prior period expenses amounting to Re. 6,30 Lakh
under this Head for the year 2017-18. Thus expenditure is overstated to the extent of above and same has to be shown
intheyear 2017-18 by recasting the financials statements .
(i} ©andM Disaster Management

Reported by previous auditors the Sainj Unit has booked the cost of hooters and other axpenses amounting to Rs.
45,35 Lakh as expenditure during the yvear under reyview which are af Capital Nature and has to be capitalised by the HEP.
Thus expenditure is overstated to the extent of above and property plant and machinery is understated to the extent.
{iii) Priorperiod Expenses

Reported by previous auditors the Company has charged the prior period expenses during the year under review
iothe profit and loss Account. The Following are the year wise Bifurcation of the same.

5. Ng | Particulars

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

(W) Appropriationof Employees cost for Kashang Stagel,2 and 3
Reparted by previous auditors the Kashang Unit has not provided to us the salary cost of the employees posted to the
Stage 1, 2and 3, However this yearthis has been done on actual satary basis,

20 Approval of accounis by the Board for the year 2018-19 before the approval of the sccounts for the year 2017-18 In
the AGKN.

The Board of Directors has approved the accounts for the year 2019-20in the Board meeting of 18/03.2020 before
the adoption of the atdited accounts for the year 2018-19 of the corporation in the Annual general mesting on 6th
January, 2022 However the financial statements were delivered to us on 17June 2021 which were further changed
during August 2021 & finally on 17th October 2021 after we discussed ourobservations.

21 Income Tax Appeals with the High court in respect of Chargeability of Income Tax on Interest on Fioed Deposits
kept a5 short-term Investments.

Reported by previous auditors the company has filed an Appeal with the High Court of Himachal Pradesh that the
interest on the short-term investment of the funds in Fixed Deposits with bank from the Equity received from the
Government is an addition to the equity and not an income of the company and on same the income tax is not payable.
Similarly, the Income earned on Renuka Funds is also an additional grant from the Agencies and the same ks also not an
income of the company and the same will be utilised on the project expenses and is partofthe Grant.

The Company has not shown the interest earned an equity fund till the close of the year as an addition to the Equity
and similarly the interest earned on Renuka HEP funds till the close of the year has not been shown as additional grant
from the Agencies,

The Income tax authorties are considering such mcame as taxable income and is being charged as taxable Income of the
Company,

Mo information in respect of the same has been provided to us by the company tll the close of the vear. Inthe absence

af the information we are unable to comment on the effect of the same on the Balance Sheet

21 Investment Property
{i)The Company is not showing the assets ghven on rent/ lease as investment property and the same has baen shown
underthe Head Property Plant and machinery
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{ii} Chirgaon Majgoan hasgiven Building on rent to HPPTCL amounting o Rs. 7. 16Lakh. The Costol property should
be shown as Investment property and dapreciation for the corresponding rent has to be charged to the profit and loss
Account. Thus Income is understated to the extent of above,

13 Design Wing Sundernagar

{I} The Design wing has booked Rs. 8,87 Lakh [previous year 11.66Lakh) lakh as lab income and Consultancy Income.
Howaeaver it has been observed that the design wing:has not booked any expenditure in relation to providing such
services, Allthe expenses of the GM Office has been apportioned to the all units of the company and no expenditure has
been allocated to the income of the Design Wing . Thus the Matching concept accounting has not been followed by the
COMpany.

{ij Reported by previous auditors the Design Wing s providing Technical services to the Kishaua Power Corporation on
behalf of the State Government but no details in respect of the services provided Design wing has beon provided to
us, However Rs 10408/~ is outstanding as advance to Kishau.

214 Disaster Riscovery Center

The Company has installed SAP ERP software for all lts projects including corporate office. The Company has its DRC at
Chennai and the same was closed and shifted to Shimla by M/ Siffy Technology . M/s Siffy Technology was awarded the
contract for the AMC of the DRC for Rs, 1.25 crores and the reallocating cost of DRC for Rs, 9.67 Lakh. The company has
proposed to shift the DRC from Chennal to Himachal Pradesh at Data Center Site of HPSEBL at pointa Sahib ar at any
other place at Pointa Sahib. The Company does not find any suitable site 8t Pointa Sahib thus no Disaster Recovery
Center of the company |5 in place till date. We were informed that complete back up is maintained at head office on
fortnightly fmonthly & at Govt data centre at Mehli. What is the wisdom in paying AMC of the DRC without any site
being taken for the same.

25 Land Court Cases Renula Ji Project

The Board of Directors inits 75th meeting on meeting 18th March 2021 has decided not to the file Regular First Appeal
in the Hon'ble High Court against the awards passed by the Lower Courts and against the declsion of the Hon'ble High
Court. Refer Note 2,36 Notes where in its stated that the company has made contingent provision in respect of the
awarded amount amounting to Rs . 11,471.33 lakh. The Decision of the company not to  file the appeal will make the
contingent provisions as regular provisions and thus the provisions on account of land compensation of Renuka i
Project is understated to the extent of above,

Previous year auditors effect of qualifications:

The effect of the said gualifications where ascertainable the loss of current year will be Rs. 11,736 lakhs against
reported loss of Rs. 10,586 lakhs, The Other Equity will be Rs.24,117 lakhs instead of Rs. 22,198 lakhs. The
Borrowings will beRs. 1,40,368 lakhs instead of Rs.1,59,765 Lakhs .The Other Financial Liabilities will be of Rs. 6,144
lakhs instead of Rs. 10,993 lakhs.The Provisions non current will be of Rs. 4,285 lakhs instead of Rs. 5,690 lakhs. The
othernon Current Liabilities will be Rs. 82,840 lakhs instead of Rs. 69,543 lakhs.The Other Current Financial
Liabilities will be Rs.2,92,608 lakhs instead of Rs. 2,62,070 lakhs. The Property Plant and Equipment will be Rs.
3,33,156 lakhs instead of Rs.3,03,086 lakhs. The Capital Work in Progress will be Rs.2,95,703  lakhs instead of Rs.
3,08,204 lakhs, The Loans will be Rs.153 lakhs Instead of Rs. 149 lakhs .The Other Noncurrent Assets will be Rs.29,435
lakhs instead of Rs. 36,705 lakhs. The Inventories will be Rs. 53 lakhs instead of Rs. 74Lakh.The Trade Recelvable will
be Rs.481 lakhs instead of Rs. 1,757 lakhs. The cazh and cazh equivalents will be R%.9,404 instead of Rs. 11,365
lakhs.The Bank Balance will be Rs. 11,670 instead of Rs. 3,709 lakhs. The Loans Financial Assets will be Rs. Nil lakhs
instead of Rs.3 lakhs, The Financial Assets others will be Rs, 551 lakhs instead of Ra. 1349 lakhs, The Other curnsnt
Assets others will be Rs. 14,267 lakhs instead of Rs, 6,241 lakhs.

The Expenditure during the year are overstated on account of Prior period items by Rs, 768Lakh for which adjustments
has to be made in previous years,

We cannot comment upon this as the same could not be verified. In the absence of information.

Emphasis of Matter:

1 Mo reasonable effort has been made to remove the gualification raised in earlier year audit reports and the same has
been considered in this year report also,

2 We further draw attention to the following matters in the Notes to the stand alone Ind As Financial statements: -

{i} Balances of trade receivables advances deposits trade payables are subject to reconciliation/ confirmation and
respective consequential adjustments.

{iijNote Mo 2.58 to the Stand alone Ind AS financial statements regarding statement on State Government [oan for

Shontongkarcham HEP (4500W) where the ADB funding to state government has expired and stopping of funding by
the KFW to the project.




AMNLUAL REPORT 2018-2020

HIMACHAL PRADESH POWER CORPORATION LTD. E % _

Lem.

{lli} Mote No 268 to the Stand alone ind AS Hnanclal statements regarding statement on Nakhtan project pending
with Hon'bbe High court of Himachal Pradesh the fate of which is dependent on the outcome of tha case .
Our Dpinionis not modified in respect of these matters,

Wery Auedit Mattors

Koy sudit matters are those matiers that, In our professional judgment, wers of most significance in our audit of the Stand alone
firancial statements of tha current period. These matters wirs addressed in the context of our audit of the Stand alons financial
statgrments as a whole, and in farming our opinion thereon, and we do not provide a separate opinion on these matters

For sach matier below, descripton of how aur audit addressed the matter i3 provided in that contest In addition 1o the matber
deseribed in the Bask for Qualified Opinlon sectiomae hive determined the matters described below ta be the key sudit matters ta
be communicated In our seport.

Ky Audit Matter

1. | Tendering: tendering is key audit matter but due to
corona variows units could not be visited where
tender documents are available we were told all
major tenders are floated from the concerned units
only.

How our audlt addressed the ey

Thiese will ba checked & accessed as to controls during
meet year audit.

Z. | contingem Liabilities and Provisions

There are a number of litigations pending befone
various forums against the Company and the
management's |udgement is required for
estimating the amount to be disclosed as
contingent lability and for creating the adeguate
amaunt of provision, wherever required.

We identified this as a key audit matter because the
estimates on which thess amounts are based
involve a significant degree of management
Judgmient in Interpreting the cases and It may be
subject to management bias.

[Refer Note No. 2.36 to the Stand slone Financial
Statements, read with the Accounting Policy
No.1.18)

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

- understood and tested the design and operating
effectveness of controls as established by the
management for obtaining all relevant information for
pending litgation cases;

- discussed with the management any material
developments and latest status of legal matters;
-examined management’s judgements and assessments
whether provisions are required;

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

= reviewed the adeguacy and completeness of
dischosures;

Based on the above procedures performed, the
estimation and disclosures of contingent liabilities and
creation of provisions are considered to be adequate and
reasonable

3. | Property, Plant & Equipment

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

Due to corona epidemic, none of the units where
property plant Eeguipment are kept could not be visited.
Actual Controls will be assessed during next year audit as
these were not practicable -at HD in the absence of
information. However, we have reviewed the same
through discussions with management at HO,
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{Refer Note No. 2.1 to the Stand alonefinancial
Staternents, read with the Significant Accounting
Policy No. 1.5)

4. | capital work-in-progress{CWIP)
The company is involved in various capital works | We performed an understanding and evaluation of the
like construction of new power projects, | system of Internal control over the capital work-in-
installation of new plant and machinery, civil works | progress, with reference te identification and testing of
etc. These projects/works take a substantial period | key controls, Deficiencies were found and same reported
of time to get ready for intended use and due to | at appropriate place in our Audit report. Actual controls
their materiality In the context of the balance sheet | wiil be assessed during next yearauwdit.

of the Company, this is considered to be an area
which had the significant effect on the overall audit
strategy and allocation of resources in planning and
completing our audit.

{Refer Note No.2.2 to the Stand alone Financial
Statements, read with the Significant Accounting
Policy No. 1.6)

Information Cther than the Stand alons Financial Statements and Auditor's Regport Thersoan

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

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

In connaction with our audit of the Stand alone financial statements, our responsibility 540 read the other information
and, in doing so, consider whether the other information 8 materfally inconsistent with the Stand alone financial
statements or our knowledge obtained during the course of our audit or otherwise appears ta be materiatly misstatad.
if, hased on the work we have performed, we conclude that there it a material misstatement of this other information,
we are reguired to report that fact, We have nothing to report in this regard.

Management’s Responsibllity for tha Stand plong ind A5 Financial Stataments

The Company's Board of Directors Is responsible for the matters stated in Section 134 |5} of the Companies Act, 2013
{"the Act™) with respect to the preparation of these Stand alone Ind AS financial statements that glve & true and falr view
af the state of affairs [Anandal position), profit or loss (financial performance including other comprehenshve income),
cash flows and statement of changes in equity of the Company in accordance with the accounting principles genarally
accapted In India, including Indian Accounting Standards (Ind AS) prescribed under section 133 of the Act read with
redevant rules ssued there under,

This responsibility also includes maintenance of adequate accounting records in accordance with the provisions of the
Act for safeguarding the assets of the Company and for preventing and detecting frauds and other irregularities;
selection and application of appropriate accounting policies making judgments and estimates that are reasonable and
prudent; and design, implementation and maintenance of adequate internal financial controls, that were operating
effactively for ensuring the accuracy and completeness of the accountng records, relevant to the preparation and
presentation of the Stand alone Ind AS financial statements that give a true and fair view and are free from material
misstatement, whether due to fraud or error,

In preparing the Stand alone financial statements, management i5 responsible for assessing the Company’s ability 1o
continue as.a going concern, disclosing, as applicable, matters related to golng concern and using the going concern
basis of accounting unless management either intends to liguidate the Company or 1o cease operations, or has no
realisticalternative but to do so,

The Board of Directors are responsible for overseeing the Company's financial reporting process.
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Auditor's Respoansibility

Dur objactives are to obtain reasonable assurance about whether the Stand alone financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
apinian,

Reasonable assurance is a high leve| of assurance, but is not a guarantes that an audit conducted in accordance with SAs
will ahways detect & material misstetement when it exists. Misstatements can arise from fraud or error and are
considered material i, indrvidually or in the aggregate, they could reasonably be expacted to influence the economic
detisions of users taken on the basis of these Stand alonz financial statements.

As part of an audit in accordance with SAs, we exercise professional [udgment and maintain professional scepticism
throughout the audit. We also:

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

~Obtain an understanding of internal financial controls relevant to the audit in order to design audit procedurss that are
appropriate in the cdrcumstances. Under section 143(3)(1) of the Act, we are also responsible for expressing our opinion
on whether the Company has adequate internal financial controls system in place and the operating effectiveness of
suchcontrols.

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

Conclude on the appropriateness of management's use of the going concarn basis of accounting and, based on the
oudit svidence abtained, whether a material uncertainty exists related to events or conditfons that may cast significant
doubt on the Company’s ability to continue as a going cancern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosuresin the Stand alone financial statements or, if
such disclosures are inadeguate, to modify our opinion. Dur conchusions are based an the audit evidence obtained up to
the date of our auditors report. However, future events or conditions may cause the Company to cemsse (o continue as a
EOing concemm.

-Evaluate the overall presentation, structure and content of the 5tand alone financial statements, including the
disclosures, antd whether the Stand alone financial statements represent the underlying transactions and events in 2
manner that achieves fair presentation,

Materiality is the magnitude of misstatements in the Stand alone financial statements that, individually or in aggregate,
makes it probable that the economic decisions of a reasonably knowledgeabls user of the financial statements may be
influenced. We consider guantitative materiality and qualitative factors in (1) planning the scope of ourauditwork and in
evaluating the results of our work; and {il} to evaluate the effect of any identified misstatements In the fimancial
statements.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify
during our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding Independence, and to commaunicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

Riport on Other Legal and Regulstory Requirements

L 18 As required by the Companies {Auditor's Report) Order, 2016 (“the Order”) ssued by the Government of India in
terms of sub-section (11} of section 143 of the Act, we give in the Annexure-|, a statement on the matters
specified inparagraphs 3 and 4 of the Order, to the extent applicable.

2. Weare enclosing our report in terms of Section 143 [5) of the Act, on the basis of such checks of the books and
recards of the Company as we considered appropriate and according to the Information and explanations given
tous, inthe Annexure-2 on the directions issued by Comptroller and Auditor General of India.

3. As required by section143(3) of the Act, we report that:

) We have sought and except for the possible effects of the matter described In the Basis of Qualified Dpinion

I



b)

d)

h)

Ul

ANMNUAL REPORT 20119-2020

paragraph above, obtained all the information and explanations which to the best of cur knowledge and beflef
wene necessary for the purpose of our audit;

Except for the possible effects of the matter described in the Basis of Qualifis=d Opinion paragraph above, in our
opinion, proper books of account as required by law have been kept by the Company so far as appears from our
examination of those books;

The Balance Sheet, Statement of Profit and Loss and  statement of Cash Flows and Statement of changes in
equity dealt with by this report are in agreement with the books of account;

Except for the effects of the matter described In the Basis of Qualified Dpinlon paragraph above in our opinion,
the aforesaid Stand alone Ind AS financial statements comply with the Accounting Standards specified under
Section 133 of the Act,

The Matter described in the Basis for QGualified Cpinion paragraph above , In our opinlan may have adverse effect
on the functioning of the company,

Inview of the exemptions given vide Notification Mo, G.5.R. 463 (E) dated 5th June 2015 ssued by the Ministry of
Corporate Affairs, the provisions of Section 164 (2] of the Companbes Act. 2013 regarding disqualification of
directors, #re not applicable to the company,

The gualification relating to the maintenance of accounts and other matters connected therewith are as stated in
the Basis for Qualified Opinion paragraph above.

With respect to adequacy of Intermal Financial Controls over financial reporting of the Company and the

eperating effectiveness of such controls, referto our separate report in "Annexure-3" in our opinion the internal

financial controls system s adequate but the operating effectiveness of such controls need be improved.

With respect to the other matters to be inciuded in the Auditor's Report in accordance with Rule 11 of the

Companies [Audit and Auditors) Rules, 2014, in our opinion and to the best of our information and according

to the explanations given to us:

I The Company has disclosed the impact of pending litigations on s financial position In 1ts financial
staternents- Rofer Note 2.33 to the Stand alone Ind AS financial statements.

ii. The Company did not have any long-term contracts including derivative contracts for which there were
any material foreseeable losses;

iii. There were no amounts as 3t 31.03.2020 which were required to be transferred to the Investor
Education and Protection Fund by the Caompany.

For Soni Gulatl & Co.

Chartered Accountants
Flrm Regn.No.D0STTON

sd/-

Ptace: Shimla (CA Suresh Chand Sonl)
Date: 31 /03/2022 Partner
UDINZ2083106AGDINTSA55 M No(E3106
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Chartered Accountants

ANNEXURE 1 TO THE AUDITORS" REPORT
Annexure referred to in our report of even date to the members of HIMACHAL PRADESH POWER CORPORATION
LIMITED on the accounts for the year ended 3 1st March 2020.

{1} (&) Thecompany has generally malntained proper records showing full particulars, including quantitative details
and situation of its fived assets. axcept thatidentification location etc need be mentioned.

{b) Asexplained tous all the assets were got physicalfy verified by the management during the year undemreview.
\Wewere informed that no material discrepancies were noticed on such verification, However, verification
reportsal HO , Transit camp, Shongtong-Karcham HER, Thana Plaun HEP, Rerukaji Dam Project, Sain] HEP,
Triveni Mahadev HEP and BaraDol 5olar Power Project were shown to us, but no repart of, land, Plant machi-
nery, stores & spares was shown tous.,

[c} Tithe deed ofimmovable properties are inthe name of the company exceptin cases of Renukaji HER, 5ainj HE P
Shongtong HEP and Chirgaon HEP where the land has not been transferred in the name of the Company,

(i)  Theimentory of the company consisting of Capital Stores, stores, spare parts and other Items, Wewere Informed
that these have been physically verified by the management during the yearunder review, Butno reports were
made available 1o us.

{iil} According to the information and explanations given to us, the company has not granted any loans, secured or
unsecured to companies, firms or other parties covered in the register maintained under section 189 of the
Companies Act, 2013, Inview of above, the dlauses 3{iii){a) and 3(fl){b) of the Order are notapplicable.

{iv] The Company has not given any loan, made investments and lssued guarantees under secthon 185 and 186 of the
Companies Act, 2013.

(vl Thecompamy has not accepted any deposits fram the public in t=rms of section 73 to 76 or any provisicns of the
Companies Act. 200 3 and rules there under,

{vi)] Thecompany hasmade and maintained cost accounts and records as specified by the Central Governmeant under
section 148 (1) of the Companies Act 201 3. Howevar, wa have not made a detailed examination af these accounts
and records with a view to determine whether they are accurate and complete. The companies cost accounting
records has been audited by the Cost Auditors M/s Balwinder and Associates and they have submitted the report
on 19/11/2020.

{vii} [a} The company is generally regular in depositing with appropriate authorities undisputed statutory dues
including provident fund, income tax, sales tax, wealth tax, service tax, custom duty, excise duty, value added
tax, cess and other statutory dues applicable toit, and there are no undisputed duesoutstandingas on 31st
March 2019 for a period of more than six moenths from the date they becane payable. However the Liability
on account of Goods and Service Tax can not be quantified as GST audit is under prograss till the finalisation
ofthis report. We are informed that the provisions of Employees' StateInsurance Actare not applicable to
the company.

[b) According totheinformation and explanations given to us, dues ofincorme tax, sales tax, wealthtax, service
tax, custom duty, exclse duty, value added tax, cess and other material statutory dues that have not been
deposited on account of any dispute are given below;

Statue) Act Mature Due Porod Forum Which Pending

_ 337.70 2010-15  Ad Facte & Tasiton Comunvsionss -cum- Applelate Authority
2 Entry Tax Penalty 751.28 2010-15  Add, Exche & Taaion Commasloner <cum- Apgle late Auhortty
3 Provident Fund  PF Dues 189.26  _ 2008-11 _ Central Government Industrial Tribunal Chandigarh
4  GST GST 868.78  2017-18  Amount pavable as per GSTRIC
| 5 GST Interest 33364 2017-18 _Amount a5 per GSTRIC
e : s ST

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

{viii] The Company has not defavited any repayment of loans or borrowing to any financial institution or bank or




{ix)

fx]

{xi]

i}
{xiii]
{xiv)

o)

(i)
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dues to debenture holders., However, the Government of Himachal Pradesh has given the sanction to the
deferment of repayment Loan and interest up to lan 2017, No Deferment has been given by the State Govt
after that and the reguest for the same has been given by the company for further deferment. and company
has not paid the amount of instalment of loan and interast after January 2017 il the finalisation of the report,
The State Government has given deferment for the year 2020-21 6l 2021-22.

Mo money was raised by way of Initial public offer or further public offer during the year. The amount raised by
the term loans from the Government of Himachal Pradesh has been utilised for the purpose it was raised
during the year under review. The company has raised CC limit of Rs 200 Lakh for working capital from
KCCH, secured by charge on Plant & Machinery. However, we could not get any evidence of utilisation of limit
s0 cannot comment whether it has been used for the intended purpose.

During the course of our examination of the books and records of the Company, carried out in acoordance
with the generally accepted auditing practices in Indla, and according to the information/ explanation glven to
us, we have neither come across any instance of material fraud by the Company or on the Company by its
officers or employees, noticed or reported during the vear, nor have we have been informed of any such cases

by the management except in the year 2015 at Renukaji HEP and the same |s pending with State Vigilance.
This being 3 goviernment company Section 197 of the Act is not applicable.
Company is not 2 Midhi Company.

A% per information available to us afl transactions with related parbies are in compliance with Section 177 &
188 of the Companias act 2013, wherever applicable and the detalls have been disclosed in the Financial
Statements etc. as required by the appliceble Accounting Standards,

As informed by the management. the company has not made any preferential allotment to private placement
of shares or fully convertible debentures during the year under review,

As informed to us the company has not entered in to any non-cash transaction with directors or persons
connected with him.

Section 45-1A of the Reserve Bank of India Act, 1934 is not applicable to the company

For Sonl Gulatl & Co.
Chartered Accountants
Firm Regn.No.DOE770M

sd/-

Place: Shimla {CA Suresh Chand Soni)
Date: 31 /03/2022 Partner
UDINZZ0B3106AGDIXTIASS M NoOEI 106
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Chartered Accountants

ANNEXURE 2 TO THE AUDITORS' REPORT

Directicns

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

Action Taken

According to the infarmation and
explanations given to us and based on
our audit, the Company has a systemin

place to process the accounting
transactions through M M Maodule |
Project System , Human Capltal
Module and Financial and Controlling
Module through  IT system and for
this purpose SAP-ERP has been
implementad by the Company. Period
end Financial 5tatements are
compiled offline based on balances
and transactions generated from such
SAP-ERP system for the purpose of
preparing The Accounting
transactions for sale of power i not
generated though Sales and
distribution Maodule and being directly
posted in Fl Module We have neither
been Informed nor have we come
across during the course of our audit
any accounting transactions which
have been processed outside the T

sysiem having impact on the integrity
ofthe accounts.

The company has maintained separate’

Data Centre but does not have Disaster
Recovery Centre.Also the cost of land
in balance sheet is different in 5AP and
balance sheet due to uploading of
deposits with Court to Cost of land In
Balance sheet.

Annexure referred to in our report of even date to the members of Himachal Pradesh Power Corporation Limited
on the accounts for the year ended 315t March ill

Impact on
financial statement

NIL

Whether there is any restructuring of an
existing loan or cases of wakvar write No
such case come off of debts/loans/interest
etc. made by a lender to the company due
to the across during Il yes, tha financial
impact may be stated. company's inability
to repay the boan?

The 5tate Government Loans has been
restructured for repayment of loan
and Interest up to lan 2017 HI the
year2018-15.

The Company had requested the State
Govermment for further deferment in
the month of September 2020 , The
State Government has deferred only
the dues for the year FY 2020-21 4l
FY2021-22.

MIL

Whether funds received/receivable for
specific schemes from Central/State
agencies were properly accounted
for/utilired as per Its term and conditions?
across during List the cases of deviation.

The Funds received for Renukafi
Project and Gyspa Project has been
properly accounted for except the
interast earned on the short term
deposit from the surplus fund has
been accounted for as the income of

The Amount payable to
the Central / state is
undarstated to the
extant of interest earned
on the short term

Ireestment
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Drirecticns

Action Taken

impact on

the corporation instead of the
crediting the same fto the amount
payable to the central f State
Governmeant. Refer Para C 14(il) of the
maln audit . No Infarmation In respect
of interest earned on the short term
Imvestrrent has been provided to us As
there is significant difference in
expenditure incurred as per last year
report B this year report ;matter will
be examined during next year audit at
unit level

financial stement

Whether land acgulsition s imvolved |6
setting up the new projects report whether
settiement of dues done expeditiously and
Intransparent manner

The land has been acguired at
Repukaji Dam. All the payments on
account of sertlement has been
transferred to the LAD

Howeyer a sum of R 1E8.49 crores
has not been paid till the dose of the
year and provision for the same has
been made In the books of
accounts Which has been reversed
thisvear,

Rectified in current year
accoumnts.

How much eosl has been Incurred an

abandoned projects and of this how much
cost has beenwrltten off

Reported by last vedr auditors the
Corporation has abandoned the
JTidong HEP and Sunnl Project . The
Amount incurred on Tidong project is
being shown as recoverable from the
Directorate of energy and the amount
has not being written off the by the
Manzgement. The Corporation has
writtien off Rs 41.26Lakh asamount
recoverable from SIVNL on account of
costof the Sunni Project.

Ml

Indicate Whether the company has
efficient system for monitoring and
adjusting advances to contractors/
supplier, Highlight the Significant
instances of failure of the System if any

The company has proper system of
adjusting the advances to- suppliers,
except in following cases:-

1-Patel Engineering

Due to non compledon of the
percentage of the work completed by
the Contractor

2-HCC Limibed

Due court case involved

3 Costal Projects
Company In Uiguidation at NCLT

Wil

P

bdi
X
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A Soni Gulati & Co.
Chartered Accountants
ANMNEXURE 3

Report on the Internal Financial Controls under Clause (i) of Subsaction 3 of Section 143 of the Companies Act, 2013
{"the Act™)

We have audited the Internal financial controls aver financial reporting of HIMACHAL PRADESH POWER CORPORATION
LIMITED {"the Compary" ] as of 31 March 2020 in conjunction with aur audit of the Stand afone financlal statements of
the Company for the year ended on that date.

Management's Responsibility for Internal Financlal Controls

The Company's managemaent is responsible for establishing and maintaining internal financial controls based on the
internal control over financial reporting criteria established by the Company considering the essential components of
internal control stated in the Guidance Note on Audit of Internal Financial Controls Over Finandal Reporting Issued by
the Institute of Chartered Accountants of India [CAI'). These responsibilities inchude the design, implementation and
maintenance of adequatz internal financial controls that were operating effectively for ensuring the orderly and
efficient conduct of its business; Including adherence o company's polickes, the safeguarding of its assets, the
prevention and detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Companies Act, 2013,

Auditors’ Responsibility

Our responsibility s 1o express an opinion on the Company’s internal fnancial controks over financial reporting based on
our audit. We conducted our audit in 2ccordance with the Guidance Note on Audit of Internal Financlal Controls over
Finanicial Reporting (the "Guidance Mote"] and the Standards or Auditing, issued by ICAl and deemed to be prescribed
under section 143{10) of the Companies Ack, 2013, to the extent applicable to an audit of internal financizl controls,
both applicable to an audit of Internal Financial Controls and, both issued by the Institute of Chartered Accountants of
India, Those Standards and the Guidance Note require that we comply with ethical reguirements and plan and perform
the audit to abtain reasonable assurance about whether adequate internal financial controls over financlal reporting
was established and maintalned and ifsuch controls operated effectively inall material respects.

Qur auditinvolves performing procedures o obtaln audit evidence about the adequacy of the internal financkal controls
system over financial reporting and thelr operating effectiveness. Our audit of internal financial controls over financlal
reparting included obtaining an understanding of internal financial controls over financial reportng, assessing the rsk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed rizk, The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinign an the Company's internal financial controls system over financial reporting.

MWeaning of internal Financial Controls Over Financial Reporting

A company's intermal fimanclal control over financial reporting is 3 process designed 1o provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial stements for external purposes In
actordance with generally accepted accounbing principles. A company’s internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of records that, In reasonable
detall, accurately and fairly reflect the transactions and dispositions of the assets of the company; (2} provide
reasonable assurance that transactions are recorded as necessary [o permit preparation of Anancial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorisations of management and directors of the company; and (3} provide
reasonable assurance regarding prevention or timely detection of unauthorised acquisition, use, or disposition of the
cormpany’s assets that could kave a material effect on the fimancial statements.

inherent Limitations of intermal Financial Controls Ower Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due Lo erfor or fraud may occur and
not be detected. Also, projections of any evaluation of the internal financial controls over financial reporting to future
periods are subject to the risk that the Internal financlal control over financlal reporting may become Inadeguate
becauseof changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
Oplnion

In our opinion, the Company has, in all material respects, an adequate internal financial controls system over financial
reporting and such internal financial controls over financial reporting were operating effectively as at 31 March 2020,
except in the areas given below based on the internal control over financial reporting criteria established by the
Company consldering the essentfal components of internal control stated in the Guldance Mote on Audit of Internal
Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India.
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However, company needs to further strengthen the in the control system in the following areas:
- Mazking preparation of financial statements on SAP instead of Excel sheets,

- Implementation and Compliance of Indian  AS at unit level to ensure the compliance of the Indian AS on the
company as a whole.

- Classification of account heads in SAP according to the disclosure and classification requirements of the Schedule
Iof the compankes act 2013 and requirements of the Ind AS

Harmonisation in creation of account heads at Corporate Level in relation 1o advances, Habilities and vendors
according to the nature of expenditure 5o that no duplication of account code exits and only single acoount code ks
allotted to individual vendorsin the compamy 25 a whole.

- Payment to contractors sirictly on the basis of authorisation of the BOD.

- Option of marking of clearing entries in the SAP should be followed by all the accounting units in respect of
current as well as old accounting entries.

- Scrutiny of old Earnest Money Deposits. security deposits. Retention money and other payables to contractors.

= Caphalisation of Capltal Work In Progress In timely and efficient manner.

- Reconciliation of retro entries in SAP for CPT Module.

= Payment to Contractors of Additional Advance/ Advance Against Retention Money and itz accounting freatment.

- Recovery of delay damages from the contractors and accounting thereof

- Provision of Expenses should be made on realistic bazis and the payment in subsequent financial year should be
adjusted from the provision only.

- Long Term Advances and Depasit Work should be regularly reviewed and accounted for where the significant
work has been completed.

= Accounting of Provision 15 respect of doubtful adwvances and other recoverable.
= Resiew of Megative Balances in llabilities and assets heads.
= Accounting of EMD in the nature of FDR In the books of accounts.

- Recording of financial entries in foreign exchange also where the advances , retention money and suppliers dues
are payable in other currency also.

« Investing of idle funds at HEP in SWEAP Bank accounts to earn bank interest .

- Rewversing the Cheques/ Neft Entries for which the Limitation period is over.

«  Arcounting of Inventories In hand at project site at the close of the year.

- Liability on account of GST should be as par the requirements of the Goods and Service Tax Act.

= Arcounting Stafff Officers at Unit Level should be regularly trained in respect of tha Indian Accounting Standards
and other Accounting concepts and comsntions while preparing the Financial Statements.

= Entry in SAP to be made only upon a transacton is executed not at the ime supply order is placed ,as we have
noticed such instance. This will reduce chances of expenses being bookad twice,

We have considered the areas of improvement identified which needs further strengthening as reported above in
determining the nature, timing, and extent of audit tests applied in our audit of the March 31, 20205tand alone
fimancial statements of the Company. Howewer, these areas of improvement do not alfect our opinion on the Stand
alone financial statements of the Company.

For Soni Gulati & Co
Chartered Accountants
Firm Regn.No.O0BT70N

S5d/-
(CA Suresh Chand Soni |
Place: Shimla Partner
Date: 31/03/2022 M No 083106
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INDEPENDENT AUDITOR'S REPORT
REPLIESTO THE AUDITOR'S REPORT ON THE CONSOLIDATED IND AS FINANCIAL STATEMENTS
(ANNUAL ACCOUNTS) FOR THE FY. ENDED ON 31ST MARCH 2020

Cuafifred Dpinion

We hawe gudited the accompanying Stand alone Ind AS financial statements of HIMACHAL PRADESH POWER
CORPORATION LIMITED (“the Company")], which comprise the Standalone Balance Shest asat 31st March, 2020, the
Statement of Profit and Loss {including Other Comprehensive Income), the Statement of Cash Flows, the Statement of
Changes In Equity for the year then ended, and a summary of the significant accounting policies and other explanatory
information (hereinafter referred to as "the Stand alone Ind AS financial statemenis"),

I our opinion and to the best of our information and according to the explanations ghven to us, excapt for the effects of
the matter described in the Bosis for Qualiffed Opinion section of our report the aforesaid Stand alane Ind AS financial
statements give the information required by the Act in the manner so required and give a true and falr view in
conformity with the accounting principles generally accepted in India including the Ind AS, of the state of affairs
{financial position) of the Company as at 31st March, 2020, and its profit fless (financial perfformance Including other
comprehensive income), its cash flows and the changes in equity for the year ended on that date.

Basls for Qualified Opinlon

We conducted our audit of the Stand alone financial statements in accordance with the Standards on Auditing specified
under section 143( 10} of the Act [5As), Our responsibilities under those Standards are further described in the Auditor's
Responsibilites for the Audit of the 5tand alone Financial Statements section of our report. We are independent of the
Company In accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India {ICAl) together
with the independence requirements that are relevant to our audit of the Stand alone financial statements under the
provisions of the Act and the Rules made thereunder, and we have fulfilled our other ethical responsibilities in
accordance with these requirements and the ICAl's Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and aporepriate to provide a basis for our qualified audit opinion an the Stand alone financial
statements.

Reply to the Statutory Audit Observationsfor EY, 2018-20

Audit Obhsenration

A | Preparation of the Financisl Statemonts

(l}&s reported by previous auditors that supplementary
information submitted by the units does tally with the approved
financial statements submitted to us for audit. The Current and
Non current classification details submitted by the units doas tally
with current and non current assets and liabilities depicted in the
Financial statements however the same could not be verified by
us for want of information. But no such supplementary
information was submitted to us Mo units' Ainancial statements
were made available to us except one of Sawra Kuddu that too at
the fag end. The financlal statements are prepared on excel sheets
& not taken from SAP as the SAP software acquired is deficient in
this respect. The details of vouchers in SAP were asked for but
submisslon of such Information was delayed fgiven late and
incamplete. We were made different (altered} financial
statements on different dates (thrce) after we discussed our
observation these were claimed and certified as Board
approvedi changes were not explained As 54P i3 updated we
cannot verify the same,

The following gqualificaton by previous auditors remained
unverified by ws:

The difference was due to Current/ MNon
Current classification of clesing Balances of
Payables/ Receivables G/Ls as on
31.03.2019, required under Ind AS. Which
was done on the basis of the position
existing as on the date of finalisation of |
Balance Sheet [Annual Accounts) for
submission in the ensuing BoD for approval
Le. on 10.06.2020. Whereas the auditor
has faken the position of such paysbles
freceivables as on the date of audit report
submitted to management on 09.06.2021,
Audit should have taken the position of
payable and receivable as on 10.06.2020,
as per Ind. AS 10, as no changes can be
made in the Balance Sheet (Annual
Accounts), once approved in the BaD
Meeting, especially, in case of Govt. owned
Companies. In overall total of Balance
Shest was not affected.,
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Balance Sheet ﬁﬂli .
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{ii) During the course of audit it has been observed that the
figures deplicted in the Statement of Profit.and loss are nat in
agreementwith the books of accounts.

Atnaur in ko

A iyedd Fisaneis! [i ], Tr——
i

S e rid v
i ima i

L= s S LEEEDD 171
T WESIE ¢ LLETDL00 r 16 ay
T ASILBE ¥ 4,334 .00 r 187 55

Schedules / Motes to Accounts at 5 No.
2.30, 2.32 & 2.33, ot Pages 24 to 26, have
been drawn, based on the Flnal Trial
Balance Ganeral Ledgers ac at 31.03.2019.
Az this G/L neads to be further bifurcated
into these three Groups, hence the
required bifurcation has been done in excel |
manually, to draw these figures. Overall
variation in the Profit & Loss Account is
MIL.

i) During the Course of audit it was observed that the cash
flow statements submitted does not tally with the supplementary
Information submitted to us for audit. The fallowing are the detalls
of the same. Amgunt in fars

Ap i e

! | Apgrreid inancs
gl @l

parpiii g ]

In owerall there iz no varlabon. The cash
flow statement has been prepared by
netting. cash Inflows and cash outflows
under same head. Whereas the audit has
taken the figures of cash inflows and
autflows separately, under some of the
heads. Howewer in future, industry
practce shall be followed.

vl The Company has provided the unit wise Balance sheets
for the purposa of audit howewver the previous yaars figure was not
depicted in the unit wise balance sheets

We cannot comment upon this as it could not be explained to ws by
the management. This year we were not made avaitable unitwise
balance sheets

The Consolidated Balance Sheet has been
drawn on the basis of final Trial Balances of
the ProjectsfAccounting Units. The Unit
wise Balance Sheet contains the Openin

a5 well as Closing Balances under eac

head, otherwise, Corporation’s: Balance
Sheet consolidation would not have boen

possible,
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Non-Compliance of Indian Accounting Standard [Ind As)

The Company has not complied with the following Indian Accounting Standards while preparing the

financlal statements: -
1) Indian Accounting Standard {Ind As 1) Preparation of Financial | All cut effort aro belng made to ensure
Statements compllance toall the applicable IND ASs,

The Para 15 of Ind As 1 Presentation of Financial Statements states
that where Financial Statements cormphy with IND AS the company
shall make an explicit and unreserved statament of such
compliance in the notes. No Disclosure fo the same has been
made inthe note.

i} Indian Accounting Standard (Ind AS) 20 Accounting for
Government Grants and Disclosure of Government Assistance.
The Company has been granted the deferment of repayment of
principal payment and payment of interest tll FY 2020-21 refer
Note 2.21. The company must account fof the interest payable on
such deferment till the close of the year at market rate as grant
from the government and has to be accounted for as the addition
to cost and the same has also to be shown as addition of grant. No
such interest has been accounted for by the company il the close
of the year as per para 10 A of the IND AS. In the absence of the
information we are unable to comment on same.

As deferment of repayment of Loan &
Imterest was - not allowed by GoHP on the
date of finalisstion of snnual sccounts as
on 18.03.2021, hence no such benefit
accrued to the Corporation. Therefore;
the compliance to this Ind AS is not
requinid.

iil) Indian Accounting Standard (Ind AS) 19 Employees Benefits

Thie para 55 to 62 of the Indian accounting standard s applicable to
the company in respect of the Post Employment Benefit: Defined
Benefit Plans which requires that actuarial valuation of the llability
of employees defined benefit plan has to be made at the end of
the year and same has to be accounted for on In the books of
accounts. The Company has not accounted for the liability on the
basis of the actuarial valuation and only actual liability has been
provided. In the ahsance of the information we are unahle to
comment on the impact of the same on the Balance Sheet at the

Compliance to thig Ind A5, has been made
inthe FY, 2020-21.

close of the year.
iv) indian Accounting Standard (ind AS) 37 Provisions, | The compliance to this ind AS, whers ever
Contingent Liabilities and Contingent Assets: required, has been made.

The Company has disclosed the provisions contingent liabilities
and contingent assets only up to the date when the accounts has
been approved by the BOD. No Disclosures of Provisions,
confingent fiabiliies and contingent Assets after the accounts
approved by the BOD and til the date of finalisation of this report
is considered in these financlal statements,
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%} Indian Accounting Standard [Ind AS) 10 Events After the
Reporting Period

The financial Statements for the year under review are provided to
us on 1%thlune 2021 which was approved by the BOD on 18th
March, 2021. The financial statements are not adjusted for the
events occurred between the Balance sheet date both favourable
and unfavourable til date of the finalisation of this report.

The version of the audit in the para Is that
the events (both favourable and
unfavourabla), which occurred babwesn
the date of approval of Balance sheet by
BoD and til the date of finalisation of audit
report @re to be adjusted in the Financial
Siatements, Whereas, as per Ind AS 10,
the events occurring after the reporting
period are those events, (faverable and
unfavorable), that occur between the end
of the reparting Period {means end of the
FY. l.e. 31.03.2019) and the date when the
financial statements are approved by the
BoD on 10.06.2020, and not as on the date
of Audit Report. The compliance to this Ind
AS, whereverrequired have beenensured,

vi} Indian Accounting Standard (Ind AS) 113 Fair Value
Measurement

The Company has not made Fair Value of the assets and Liabilites
as on 31st March 2020, (Refer Note No 2.46), The same s not in
ling with the IND as 113 Fair Value Measuremant which |s
mandatory applicable to the company.

The Company had adopted the carrying
cost f ealue of all liabilities and assets as on
15t April 2015 and also on 1st April 2020, a5
the fair value of the assets and ltabilities
cannot be measured accurately due to the
uncertainty associated with the maturity
dates of such assets and llabilivies, belng
linked to completion of assets [
commissioning of the projects. Further, the
exact date of completion of assets /
commissicning of the projects can't be
predicied due to various internal/external
factors. Hence Fair Value of the assets and
Liabilites can't bedone.

wii) Indian Accounting Standard [Ind AS) 109 Financial
Instrumonts

The Company has not applied the Ind As 109 while disclosing the
Government Loan in the financial statements below market rate
interest and it impact an the profit and loss and Balance sheet has
not been disciosed in the financial statements.

This shall be complied from the FY, 2021-
2.

vill) Indian Accounting Standard (Ind AS) 12 Income Tax

The Company has not followed the IND as In respect of Income tax
for calculating the deferred tax assets and Liabilites and its
acocounting in the books of accounts. The same is also not in line
with note no 1,22 of the significant accounting policles adopted by
the company. No information in respect of the same has been
provided to us. In the absance of the information we are unable to
comment on the impact of the same on the Balance Sheet at the
close ofthe vear,

This shall be complied from the FY, 2021-
22,

ix) Indian Accounting Standard {Ind AS) 8 Accounting Policies,
Changes in Accounting in Accounting Estimates and Errors

Az reported by previous auditors, the Company has not appliad
the ind As B In relation to accounting of the Prior Period
Adjustments of errors while preparing the Financial Statements as
stated in the para 1.25 of the Significant Accounting Policies of the
company.

This shall be complied from the EY. 2021-
2.
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Ohserwmtions on the Financial Statements

Property Plant and Eguipment Note 2.1

I) We invite attention to Note No 2.55 wherain it is stated that the
Company % in possession of forest land at, Sain] HEP, Shongtong
HEP, and Sawra Kuddu and no provision has been made as the
amount of lease hat not besn secertained. i the absence of

information, we are unable to comment on the same. This
ohservation was also reported in previous year report.

The process of signing the Lease Deeds isin
progress, Howewer, the provision for the
same has been booked on 31,03.2023,

i We Invite attention to Note no 2.64 where In the company
has not accounted for the cost of the Land and Buildings of HPSEB
Limited amounting to Rs Rs. 4,599 |akhs. In our Dpinion the
Property Plant and Eguipment are understated to the extent of
above and comrespondingly the other Current Financial Liabilities
are also understated to the extent of above, The Sainf HEP has
entered into agreement to lease out the land from the above land
in possession o AFCONS Infrastructure Limited Lease agraemeant
in the month of September 2019 for four years

The properties are in the possession of the
Company by default. No final decision on
purchasing of cited land has been taken yet
at competent authority level and sale
deeds are also not executed between both
the parties 5o far. Hence no provision for
the liability in the Books of Accounts has
bean created.

iil} Reported by previous auditors the Renukaji HEP has
accounted for Rs 31,911 Lakh on account of compensation paid
far the land, The Himachal Pradesh Electricity Regulatory
Commission Hydro Generation Tarifl Regulation has provided that
the Depreciation @ 3_34% is levizble on submerged Land, The HP
CAG issued comment on the same In the Supplementary audit for
the year 2016-17

The Company has not Charged the depreciation as per the
comment issusd by the CAG. Thus the company has not charged
depreciation for the 2016-17 and 2017-138 amounting to Rs 3,300
lakhs (previous year Rs 2,200 lzkhs during the year under review.
In our opinion the Property Plant and Equlpment [ over stated
and Capital wark in Progress in understated to that extant.
Thiscould nat be explained to us by the management.

Az per management no depreciation is chargeable on freehold
land as reguired by HPERC & CERC.

As per HPERC Notification No.
HPERC/S5LDC/A7D: regulations Part W,
dated 01.04.2011, vide Section 22, Clause
4 "Depreciation shall be calculated
annually, based on the Straight Line
Method and at the rates specified in
Appendiz-ll, to these regulations. The
Value base for the purpose of depreciation
shall be original cost of the asset. Land is
not & depreciable asset and its cost shall be
excluded while computing 90% of the
original cost of the asset.” and as per
Appendix Ii, Regulation 232, Depreciation
Sehedule, Land owned under full
ownership is 0.00%.  In this respect the
CERC Regulations No,L-1/144/2013/CERC
dated 21.02.2014, related to (Terms and
Conditions of Tariff), may also be referred
please.

At Renuka]l HEP, HPPCL has
acquired/purchased 947.57 Hectares
private land and has full ownearship. Hence,
it is oplned that no depreciation is
applicable on thizs land. As far as
depreciation @ 3.34% i concerned, it is
applicable in case of Land under lease for
{a) Invastment n land and (b) For cost of
clearing site.

Further, if the depreciation @ 3.34% under
stratght line method Is to be charged on the
submerged land (both under full
ownership and under leasehold), in this
cantext, It s submitted that, it is not clear
whether depreciation is to be charged
from the date of purchase/diversion of
such lands or from the date when it will be
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submerged i.e. fromdate of commissioning
of the project, It is, further Informed that
the cost of land which shall get submerged
was not finalised/ceased till the
finalization of the Annual Accounts, due to
pending enhancement related [itigations
before the Hon'bBle Court,

fiv) The Renukaji HEP has paid RBs. 5,364 Lakhs on account of
compensation paid for trees and Structures, The CAG in their
supplementary audit report for the year 2016-17 has commented
that Rs. 785 Lakh has been less charged on the above and the
Property Plant and Equipment is overstated to the extant of above
and Capital Work in progress is understated to that oxtant. The
Company has not accounted for the same in the financial
statements and no further details has been provided in respect of
depreciation 1o be charged on the above. The Qualification of the
CAG forthe year 2016-17 has been considered in this report

In this regard it is submitted that the trees
and structures- are glso part of land
purchasedfacquired by HPPCL and as per
abovementioned HPERC Maotification No.
HPERC/SLDC/479 :- regulations Part V,
Saction 22, Clause 4 the depreciation is not
applicable for the compensation paid,

v} The Kashang unit has booked the cost of the training
expenses to the cost of the E and M works amounting to
Rs.68.91Lakh. The training expenses paid after the start of the
commercial operations has to be charged to the Revenue
Expenditure as the expenditure has not baen incurred to bringing
the assets to the working condiion, Thus the E and M Works are
overstated by Re.68.91Lakh during the year under review
expenditure are understated Lo that

The cost of training expenses which were
earlier charged to EEM works during the
year under review amounting to Rs. 68,91
Lakhs, has now been rectified/reversed
and charged to revenue expenditure
during the FY 2020-21.

Copital Wark in Progress 2.2
i} We Invite attention to Note No 2.70 where in it Is stated that
the Court case has been filed by the Toss Mini Hyde! Project in the
Hon'bie High Court of Himachal Pradesh against the Governmant
of Himachal Pradesh. The matter is still under lifgation and may
have impact on the Development of the Project.

Statement of fact. No comments neguined.

{ii} The Sain] Unit has paid Entry Tax amaunting to Rs, 544
lakhs from September 2010 to December 2016 to HCC Limited. As
per the Himachal Pradesh Entry Act 2010 the dealer paying the
entry tax 5 entitled to take the credit of the entry tax and adjust
the same with the Vat Liability of the Dealer which the dealer has
claimed in the Vat return filed by the contractor to the concerned
Assessing Authorities. Thus, the dealer was nat entitled to clalm
the entry tax which was adjusted by dealer towards its Vat Liability.
Thus CWIP Project Electro Mechanical works iz overstated to the
extent of Rs. 544 lakhs and other current assets are understated
to that extent. The HOD has gone inbto court case and the amount is
of non recoverable nature as the amount is not recovered &l
date,. Thus provision for the same 5 required and provisions are
understated to the extent of above Mo action has been taken by
the management although reported by previous year auditors

It shall be shown as recoverable from the
contractor and sccordingly the asset value
shall be reduced, hence it is a transaction
of capltai nature and does not affect Profit
& Loss account. Further this amount shall
be recovered from the dues payable to the
cantractor on final settlernent of payables
E receivables of the contractor, as the final
settlement is still pending.

(i} Reported by previous auditors the Kashang Unit has charged
interest paid on PFC loan of Rs. 3,000 lakhs transferred from
HPSEE ot the fme of transfer of assets and labilites from the
HPSEB of the Kashang Upit to the Expenditure Under
Construction. It has been observed that at the tme of transfer of

Purimg the Investigation stage, the
Kashang HEP Stage-l (65MW) was under
the administratve control of the HPSEB
Limited. The loan agreement worth Rs
200,00 Crores was executed between
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assets from Kashang Unit from HPSEB a sum of Rs. 1,352 lakhs has
been used for construction of Transmission Lines at Kashang HEP.
Diurring the year 2001011 the Kashang unit has transferred all cost
of the Transmizsion Lines amounting to Rs. 6,585 lakhs back to
the HPSEB Limited. Further it has been observed that at the time
of transfer of transmission lines the loan component of the PFC
utilised on the construction of Transmission lines has not been
transferred to the HPSEB Limited and further a sum of Rs. 871
lakhs has been paid &5 interest on the above loan by the company
til 31st March 2017 bto the PFC. Thus, a sum-of Rs. 871 Lakhs is
recoverable from HPSEB Limited on account Interest paid to PFC
on transmiszion lines transferred back to HPSEB. |In our opinion
Property Plant and Equipment are overstated to the extent of Rs.
B71 Lakhs and the other current assets are understated to the
extent of above. The observation is continuing since 2006-17 and
the amount is not recovered tll date hence & provision for the
samé is requirad. Thus expenditure is understated to the extent of
above

HPSEB Limitad and Power Finance
Corporation Limited {PFC) for the
execution civil and transmission work of
the Kashang HEP Stage-1 (65 MW) and the
PFC released Rs 30.00 Crores during the FY
2003-04 as advance/ revolving fund to
HPSER Limited. Later on the project was
transferred ta HPPCL and assets and
[Eabilities

were taken over by HPPCL from
KKPCL/HPSEBL along with the loan from
PFC as per figures reconciled with HPSEB
on 08,11.2012. The summary of the same
I3 asunder;-
Total Expenditure incurred by HPSEB on
Kashang HEP Rs 1509436 Lakhs

Less: Expenses on Transmission Line of
IKHEP Rs, 658548 Lakhs Net Assets Taken
over by HPPCL Rs. B508.88 Lakhs Less Loan
Taken over (2850+848.70) by HFPCL Rs.
358,70 Lakhs Met Amount Payable to
HPSEBL Rs. 4810.1B Lakhs. Hence, the
Transmission Line 200KV DC from Kashang
ta Mathpa was not taken over by HPPCL
however the outstanding loan of PFC was
taken over by HPPCL at the time of merger,
which was further adjusted at the time of
Isswe of equity shares to HPSEE Limited.
Therefore, the liability of loan of PFC and
imterest accrued thereon after the merger
was to be borne by the HPPCL However, an
amount of Rs. 8.72 crore payable to
HPPTCL hias baen kapt withheld.

[iv) Apportionment of Corporate and SunderNagar (Design
Wing) Expenses to Renukaji Project

Reported by previous auditors the Company has apportionad 15 %
of the total expenditure of Corporate Office and Sunder Nagar
design office to Renukaji Project vide Managing Directors Office
Order Note dated  10/11/2017 during the year under 2016-17. It
has been observed that during previous year for Renukaji HEP
where only expenditure of 5% of the total cost of the Fised Assets
and CWIP has been incurred by the company 8l the dose of the
yvear on the project ;15 % of the total expenditure of Corporate
Office and Sunder Nagar and rest has been allocated to the other
units in the proportion of capital expenditure incurred by the
remaining units. The above appartionment ratio has not been
approved by the Board of Directors of the company. The allocation
percentage and rafioc  adopted by the company Is also not in
compliance to accounting policy of the company mentioned at
Mote no 1.6 (g] The Company has provided no justification for
approving the percentage of 15 % for allocation of corporate
office and Sunder Nagar expenditure to Renukaji HEP.

This has been done as per the decision of
the Management which was based on the
actual proportionate expenditure being
fncurred on Renukall DAM by Corporate
Dffice & Design Wing Sunder Nagar.

1
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The Company has charged the following expenditure 1o the
Renukajl till 315t March 2018 and the same has already been
reported by us in the statutory audit reports for the year 2016-17
and 2017-18. The following are the details of the same.

up o 3dh -17 L 154400 fiai] =17
2087 1B T 134,00 AT L
L 1,142 00

In our opinion the apportionment of expanditure to renukafl & 15% s
not justdfisble and thus Ry, 21420akhsl Previous Year B3 1,943 Lakh) has
been excess allocated during the vear 2016-20107 to the renukaji snd
same has been lessaliocated to othérunits. |

Thizs has resulted in less apportionment of the axpenditure to the
penersting unit Le, Kashang Stege | and 5ain) HEP and may sffect the
depreciabion charged during the year by the Kashang Stage | and Sain)
HEF: in the shsence of the information we are nat able 1o comment on
the lets amount of depreciation charged after COD period by the
Kashang Stage | and Sainj HEP

The Comparny during the yeer uhder review has also adopted the same
method of apportionment and the following are the details of
appropriations made during the year:-

Appropriations made up o 03rd lanuany 2019
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Appropriations made after 03rd January 2019 prepared to change
this practice.The same practice has been followed during 2015-20
also, The Management Is not ready to change this practice,

Earmia =l s WL b "I':‘J"’ Furpendage ol owd e s
——— ﬂuull.uu.
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% is not justifisble and thus Rs. 219 Lakhs has been excess
allocated during the year 201E8-2019 to the renukajl and same has
been less allocated to other upits. This  has resulted in less
apportionment of the expenditure to the generating unit Le.
Kashang Stage | and Sain] HEP and may affect the depreciation
charged during the year by the Kashang Stage | and Sainj HEPR. In
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the absence of the information we are not able to comment on the

less amount of depreciation charged after COD period by the
Kashang Stage | and Salnj HEP

We Would further like to submit that no confirmations from the
participating states and the central government has been
provided ta us for the inclusion of above expenditure towards the
cost of the Project. in the absence of confirmations we are unable
comment on the recoverability of the expenditure from the
participating states and central government.

3 | Non-Current investment Mote 2.5

i) We ipvite attention to Mote No.2.45(1)., the Company has | Statement of facts, requires no comiments.
made an lnvestment of Rs. 337.50 Lac (previous year Rs.. 337.50
Lakhs) in the equity of Himachal EMTA Power Limited (HEPL)
which has been established as Company's joint venture with EMTA
for setting up & (2*250 MW) thermal power plant. The Company
has 50% equlty participation in HEPL. The Government of India hias
allotted coal block to Himachal EMTA Power Limited and 1SW Steal
Limited for which another Joint Vanture has been made in the
Name of Gourangdih Coal Limitad.

*The Hon'ble Supreme Court of Ingla (SC) en 25/08/2014 ana
24/09/2014 ordered that the allatment of the coal block made by
the screening commitiee of the Government of Indie through the
government dispensation route areé arbitrory and I'egal thus the
Gouragd'h Cool Block alfotted to Himachal EMTA Power Limited
and I5W Steel Limited has been concelNed,”™

i) The Company has made provision for doubtful investments | Statement of facts, requires no comments,
amounting to Rs. 337 50 lakhs in the bocks of accounts.

{iif) The company Independent auditors of Gourangdih Coal | Statement of facts, reguires no comments.
Limited raised concern n respect of preparing the Financial
Statements on the basis of Going Concern Concept and under
Historical Cost Convention due to deallocation of the Coal Blocks
by the decision of the Supreme Court during the year under
FEVIEW.

{iv) We invite attention to note 2.75 where In the | Statement of facts, requires no comments.
Enforcement Directorate has attached the assets of the Himachal
EMTA Private Limited amounting to Rs. 259 Lakh. The Directors
report of the Himachal EMTA Limited for the year 2018-19 stated
that the CBI has filed charge Sheet accussing the two Directors of
the company 5h Ujjal Kumar Upadhaya and 5h Bilces Mukher]l In
the matter pertaining to the allocation of Gourangdih ABC coal
Block by misrepresentation of Tacts. The ED on the basis of the
Charge sheet filed has attached the aszets of the Gourangdh Coal
Limited considering them to be proceeds of crime under
Prevention of money Laundering Act 2002.At present the case is
pending with the Supreme court of India against the attachrment
order. No Disclosure of the same has been made in the notes to
aCoounis
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Other Non-Current Financial Asssts Note 2.10

(] The Chirgaon Unit is showing & sum of Rs 5 Lakhs as
amaunt paid to LAD for purchase of land. The accounting unit was
transferred from erstwhile Board (HPSEB). The payment was
made by the LAQ of the HPSEB and the land is in the name of
HPSEB. The unit was transferred from the erstwhile HPSEB and
the advance account of the LAO is being carried forward by the
unit as advance and the land is in the possession of the
Corporathon, The Unit has not changed the name of the ownership
of the corporation In the revenue records nor has adjusted the
advance account. In our opinton the company is entitled for title of
the land once the award has been ordered by the LAD and fand
legalty vests with the company. Thus, Other Non-Current Financial
Assels are pverstated to the extent of above and correspondingty
the Property Plant and Equipment is understated to the extent of
above,

statermnent of Tacts, requines no comments.

{15} The Shongtong HEP. has paid Rs 44.06 Lakhs (préevious
year Rs 44.07 Lakhs) to land owners for acquisition of land
measuring 01702 hectare, for the project, at the time of mutation
it is found that the same land was already acquired by HPPWD.
The amount s doubtful for recovery as the amount has not baen
recovered from the land owners and a provision for the same Is
required.

I our opinlon Other Non-Current Financlal Assets is overstated to
the extent of above and consequently the expenditure is
understated tothe extent of above

he amount pald is being recovered from
the welfare grants and R&R benafits
accruing to land holders against the
Welfare and RER Schemes. An amount of
Rs. 2,97.565/ was recovered / adjusted
against the welfare grants payable to the
land owners as on 31.03.2022 and an
amount of Rs. 9,46, B00/- was recovered on
27.06.2022 and as on date Rs. 33,54, 520/-
standsrecoverable from the parties.

(i} {a) We invite attention to Note No 2.67 where in it is stated that
the amount recoverable from contractors includes a sum of Rs,

11183 lakhs (previous year Rs, 11214 lakhs) recoverable from
Coastal Projects on account of risk and cost. The contract with the
contractor was terminated in the year 2013 and the same was
awarded to M5 HCC Limited The amount paid to HCC Limited on
account extra cost has been shaown as recoverable from Coastal
Projects. The amount is doubtful of recovery from the Coastal
Projects as there is no agreement with the party to recover the
money as the contract with the party hes  already been
terminated since 2013, The Company has gone into lguidation as
the lender banks of the contractor has filed liquidation petition
with NCLT and the amount is doubtful of recovery,

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

We suggest that the Management should take approval from the
BOD regarding charging of the amount reécoverable from the
contractor to the ® Main Civil works™ in case of the non recovery of
the amount due from the contractor at subsequent Board
Meating, The same is requined as per the requirement of IND AS
50 that the above cost will become part of the cost to bring the
assets to location and condition necessary Tor it to be capable of

operating in the manner intended by the Management.

The recoverable amount Is covered under
the clalm ralsed by HPPCL of Rs. 33450
Lakhs and dif the final outcome fram the
NCLT. An amount of Rs.129.26 crore is
shown under provision for doubtful debts.
The current recoverable amount against
such risk & cost as on 31.03.2022 I Rs
135,26 crare.
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The company is not the secured creditors of the Coastal Projects
and the company has not shown to our verification any
documents insupport of thelr claim that the amount recoverable
from the coastal projects are fully secured and there s full
probability that the amount will be fully recovered in the near
Future.

in our opinfon as the amount s doubt Tull of recovery necessary
provision should be made in the books of accounts, Thus; Other
MNon-Current Financial Asssis are overstated o the extent-of
above and Capital work in progress- are understated to the sxtent
of above,

[=1] Reported by previous auditors the unit has not charged
the G5T on the amount of the amount of Rs. 3,287 Lakh charged to
the Coastal Projects on account of Risk and Award Cost charged to
the contractor. Thus GST amounting to Rs. 592 Lakh has not been
charged on the above on account of relmbursement of expanses
and liabilityis understated to the extent of above.

As the amount recowerabie is conkbingent,
no GST has been levied on it. Further the
G5T, IF leviable, shall be recoversd from
M/s Coastal Projects, hence is not
Corporations expense. Further baing part
of the capitai expenditure, if the amount
charged to M/s Coastal Projects, does not
realise, the same shall be capitalised.

(4] The Company has debited the amount of service tax
payable by the company amounting to Rs. 65.30 Lakh to the
service tax authorities and the same has been paid by the
company in its own service tax number under the Viswas se Vivad
Scheme. The Liability of payment of the service tax - was of the
company  inthe pre G5T period which was Charged from the HCC
on account of Rent Charges of use of Machinery of the Coastal
Projects by the HCC . The Amount was credited to the Costal
Projects without depositing the service tax from the rent credited
to the Coastal Projects. Thus the services are coversd Under
Principal agent relationship and GST has to be charged on the
same and a sum of Rs, 11,70 Lakh is to be paid as G5Ton the above.
The Liability is understated to the extant of abowve.

Sarme as abowve,

d) Further the Company has filed a claim of Rs. 40,736.90
Lakhs Inclusive of Interest with the NCLT agalnst the Coastal
Projects Limited a3z the contractor company has gone Into
liguidation which is in the nature of Contingent Assets and same
has been disclosed as Contingent Assets as per Note 2.37, The
Officlal Liquidator has not accepted the caim of the company
stating the reason that the matter is pending with the Hon'bie
ngh Court of Himachal Pradesh.

This aobservation has been settled
subsequently in the supplementary Audit
by the C & AG.

(v} We Invite attention (o Note No 2.61 where in it is stated
that the compamy has not made a provision for Rs, 103,24 lakhs
iPrevious Year Rs. 103.24 Lakhs] recoverable from Gammon India
since 2013 through Directorate of Energy. The amount has to be
recovered along with interest of 10 % per annum, The amount has
not been recovered tll the date of audit and the same s doubtful
of recovery hence provision for doubtful advance is required. In
ourapinfon the Non-Current Financlal Assets are overstated tothe
extent of above and Expenditure are understated to the extent of
above.

The amount shown as recoverable can't be
declared as doubtful as the Directorate of
Energy Is rigorously pursuing the matter
with proponent wide . latest letter dt.
10.06.2022 for re-imbursing the amount to
HPPCL
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[w) Tha Renukall HEP has deposited Rs. 18642 Lakh with
HPSEB for deposit work, The HPSEB has fully utilised the advance
and given the Utlisation certificate to the company. However the
company has not capitalised the assets. In our opinion the other
Non-Current Financial Assets are overstated to the extent of
above and Capital work in progress is understated to the extent
of above.

Against the total advance of Rs. Re.186.42
Lacs, (given in two instalments) to HPSEBL,
for laying constructon power and
transmission lines, has been fully utilised
by the HPSEBL for various works assigned
to them, as per the Utilisation Certificate
submitted to that effect by HPSEBL.
Adjustment of advanca is pending in Books
of Accounts due toworks executed are still
belng verified by project authorities [as
intimated vide UC).The assets will be
capitalized after the verificaton from
HPSEBL.

vi) Grant Receivable

In case of Gyspa HEP we Invite attention to Note No 2.63 where in
it is stated that company s showing Rs. 608 lakhs (previous year
Rs. 608 lakhs) as recoverabla grant from the Central Government
on-account DPR and Investigation Expenses. The Government of
India has approved Rs. 1,250 Lakhs for survey and investigation of
the project and paid Rs. 500 Lakhs a5 advance and the rest of the
amount s to be paid on the submission of the DPR, The work of the
DPR is not completed since 2012 due to sustained opposition to
the project by local people. The Central Government has staved
the further payment of the grant until the submission of the DPR,
The grant recoverable shown s not as per para 7 and B of the
Indian Accounting Standard (Ind 2s) 20 Accounting for
Government Grants and Disclosures thereof which states that: -
“¥ Government grants, including non-monetary grants at
fair value, shall not be recognised until there is reasonable
assurance that:

(a) the entity will comply with the conditions attaching to them;
and

(b) the grants will be received.

B A government grant is not recognised until there is
reasonable assurance that the entity will comply with the
conditions attaching to it, and that the entity will comply with
conditions attaching to it , and that the grant will be received
Receipt of a grant does not of itself provide conclusive evidence
that the conditions attaching to the grant have been or will be
fulfilled."

The grant recoverable is not as per the applicable IND as 20 and
the contention of the company is that as the project is of National
importance and the concerned ministry Is continsously pursuing
the matter with the State Government and directing the company
to take appropriste action to resclve the lssue with the affected
familles so that the survey investigation work may be completed at
the earliest. In our opinipn the continuous monitoring of the
project by the ministry and the Central Government and further
directions to resolve the issue with effectad families at the earflest
is a sufficient compliance for the condition attached to the grant as
pertha requirement of IND a5 20.

Statement of facts, requires no comments.
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[vii)  The Shongtong unit is showing following advances ta the

contractors the recoverability of the same s dependent on the
completion of the project and the same has not been discounted
and shown as per the fair value as reguired by IND AS 113, In the
absence of information, we are unable to comment on the same
{Please also refer Note 2.46). The following are detalls of the
advances

The recovery of Mobilization advance as
per contract agreement PCC Clause No.
142, whemein deduction of mobifization
advance started from the IPC following the
total of all IPC certified to contractor has
reached to 30% of the Contractor price as
such the amount of Rs. 1696.61 Lakh ona/c
of Mobilization advance is recovered from
M/s PEL on 31.03.2022 The balance
payment will be recovered from the
subsequent IPCstill the complete recovery,
which shall be completely repaid prior to
timia when 90% of the contract price has
been certified for payment,

The advance given to M/s AHPL is
adjusted/ recovered from the invalces. An
amount of Rs. 2189.03 Lakh on a/c of
Mobilization advance Is recovered from
M/s AHPL upto 31.03.2022. The balance
amount Rs. 1381.09 will be recoverad [/
adjusted as and when invaices of works
expcuted are certified for payment to the
contractor,  Discounting can't be done at
this stage as the actual date of 90% o the
work executionis not ascertainable,

[vill} The Shongiong unit has given advance offs.20 Lakh
{Previous Year Rs. 70 lakhs) to IPH Khwangi for irfigation scheme
and the same has not been charged to expenditure during
construction. In our opinion the Non-Current Financial Assets ars
overstated tothe extent of above and CWIP are understated to the
extent of above.

At present an amount of s, 20 lakh stands
as balance amount of advance to IPH and
efforts are being made to obialn the UC. As
the work Is stll being executed, hence
advance can't be settled atthisstage.

{ix] The Shongtong unit is showing advance of Rs. 35.49Lakh
Previous Year Rs. 154 lakhs) to HPSEB as on 315t March 2020 and
as the advance will not be recovered from the agencies and assets
are being used by the corporation the same should be capitalised.
In gur opinion the Non-Current Financlal Assels are overstated to
the extent of Rs. 3549 lakhs and CONIP are understated to the
extent ofabove.

Out of Rs: 35.49 Lakh, As, 10.73.470/- has
been adjusted as on 31/3/2022 and out of
the balance amount Rs.24.75,690/- UC of
Rs.21,57,840/- has been received. Thus
after receving the UC of complete/balance

amount, advance shall ba fully adjusted in
the FY 2022-23.

%] The Sawra Kuddu HEP is showing 8 sum of Rs. 485 lakhs
[Rs. 714 lakhs) as Deposit Work Paid which has not been
capitalised for want of utilisation certificates from the exacuting
agencles. As the advance will not be recovered from the agencies
and assets are being used by the corporation the same should be
capltalised, In our opinion the Non-Current Financial Assets are
overstated to the extent of Rs. 485 lakhs and CWIP are
understated to the extent of above

The said deposit work has been capitalized
and Rs. 86,463/~ only remains outstanding
for the want of UC and will be adjusted in
the FY 2022-23.

{xi] The Chanju lil has not capitalised the advance to HPETCL for
desigh and survey work amounting to Rs. 17 lakhs for want of
utifization certificate.

100 % advance payment against the
deposit wark for carrying out preliminary/
detailed survey alongwith preparation of
Forest clearanee cases antd PTCC cases for
the constructon of 132KV DJC




ANMMUAMAL REPORT 2019.20240

: i HIMACHAL PRADESH POWER CORPORATION LTD,

Transmission lines from Chanju-1ll HEP- to
Chanju— in district Chamba of H.P. Waork is
ln progress and advance Issued to HPPTCL
will be adjusted only after the completion
of the work.

{xil}  The Deothal Chanju has not capitalised the advance to
HPPTCL for design and survey work amounting to Rs 13.00 lakhs
for want of utilisation certificate.

100 % advance payment agalnst the
depasit wark for carrying out preliminany/
detalied survey alongwith preparation of
Forest clearance cases and PTCC cases for
the construction of 132KV D/fC
Transmission lines from Chanju-Il HEP to
Chanju— in district Chamba of H.P. Work is
In progress and advance lssued to HPPTCL
will be adjusted only after the completion
of the work.

[«iil]  The Sain| unit has paid Rs. 50 Lakh to HP Fisheries
Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been
capitalised Thus the Other Non Current Assets are overstated (o
the extant of above. Utilisation certificate received on
17/07/2021,

The advance has already been settled as
per the Ltlisation certificate recenved,

[xiv] The Sainj unit has paid Rs. 10 Lakh to State Pollution
Department but the expenditure has not been booked. The
Advance is not of recoverable nature and should have been
capitalized Thus the Other Mon Currant Assets are overstated to
thi extant of above.,

HPSPCB has submitted the utilization
cerfificate (UC) and now UC for an amount
of Rs. 3,624/- Is required, which will be
utilized inthe FY 2022-23

[w¢]  The Sainj unit has shownRs. 3 Lakh as recoverable from
DOE on account of LADF charges paid on Infirm Power The
amount 5 not recovered il date and provision for the sama |5
required. Thusthe Other Non Current Assets are overstated to the
extant of above and expenditure ls understated 1o that extant.

Mecessary comespondence in this respect
is being done with Directorate of Energy.
The amount shall be settled accordingly.
Further the amount pertains to infirm sale
and shall affect the capital value of assets,
hence does not affect Profit & Loss
Account,

[xvil  The 5ainjunit has shown Bs. 131Eakh{Previous year Rs. 71
Lakh ) as interest recoverable from HOC on account of advance
given against retention moeney , The Party has not repaid the
amaunt of advance and nor tha interest on the same has been
paid back hence provision for the same is required. Thus the
Other Non Current Assets are oversiated to the extant of above
and expenditura isunderstated to that extant.

The amount stands recovered from the
cantractor as on 01.03.2022 and now only
Rs. 6.63 lakhs stands recoverable.

[wvii)  The Sainjunit has booked advance to HPSEB amounting to
Re. 5.29 Lakh which iz of non recoverable nature and should have
been charged to the CWIP. Thus Current advances has been
overstated to the extant of above as the amount has not been
recovered and adjusted til date,

5r. Execubive Engineer Division HPSEBL,
Thalout has been requested to submit the
utilization certificate of deposited fund (Rs.
5.29 Lakh Cnly) vide this office: letter No.
HPPCL/SHEP/SM(B/HM)}/Gen/2020-21-
338-339 dated 11.09.2020 followed by a
reminder of even No. 458-59 dated
17102020 and letier MNo. 296-98 df.
29082022, it can be settled only on
recelptof UC,
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{xviil}  The Sainj unit has booked advance to XEN IPH amounting
to Rs. 4.65 Lakh which is of non recoverable nature and shouwld
have been charged to the CWIP. Thus Current advances has been
overtlatad ta the sstent of above a0 the amaunt has not been
recovered and adjusted till date

H-En, Jal Shakti Department, Division-ll
Kullu at Bhunter has been requested to
start the work at the earfiest for which Rs.
4,65 lakh has alresdy been deposited vide
this office letter No. HPFCL/
SHEP/SM{B/HM) / Gen/ 2020-21-336-337
dated 11.09.2020 followed by a reminder
file of even No.462-63 dated 17.10.2020
and letter No. 293-95 dt. 29,08, 2022 1t can
be settled only onreceipt of UC

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

The sald amount is shown as recoverable
from M/s PEL and now the said case of
recovery is subjudice at Honble High Court
aof HP, hence can't be shown as doubtiul at
thisstage

i) The Sawra KEuddu Unit has shown a Sum of Rs. 661Lakh as
amount recoverable on account interest and penalty on entry Tax
and provision for the same has been shown as provision for
expenses by the unit . The Company has settled the same in the H
Fi{ Legacy Case Resolution ) scheme 2013 for Rs. 67.92 Lakh as final
sattlemant fees. Thus Other non Current Assets are overstated
to that extent of Rs. 597.08 Lakh and similarly the provision for
expenses are overstated to that extant.

The provision has been reversed and
settlement amount stands recovered from
the withheld amounts of the contractor
(M5 AHPL] ason 31.03.2022.

(i) The Chanju 11l has not capitalised the amount of Rs. 187Lakh
paid to HPSEBL asthe wark has not been compleled.

100 % advance payment for strengthening
of existing Power Supphy Lines, has been
released to HPSEBL against the deposit
work estimate submitted by HPSEBL, This
work is in progress. HPSEBL will issue
Litlization Certificate after completion of
work and advance will be adjusted after
completion ofwork.

[xxii} The Deothal Chanju has not capitalised the amount of Rs,
187 akh paid to HPSEBL .35 the work has not been completed.

100 % advance payment for strengthening
of existing Power Supply Lines, has been
released to HPSEBL against tho depaosit
work esomate submitted by HPSEBL. This
work is In progress. HPSEBL will issue
Utilization Certificate after completion of
work and advance will be adjusted after
completion of work.

Irventory Note 2,11
REported by previous auditors the Kashang Stage 1 Unit is
- ginventories at the close of the year

= YIRL
The item from srne 1 o 5 ameounting to As. 19.41 Lakh has to be

The Item from 5¢ No. 1 to 5: The valuation
of inventory item at s& No. 1 to 5 s
presently at cost of acquisition, however
any change required in the valuation
method as per audit observation |5 the
matier of change in policy which required
the approval of competent authority.

The Item at 5r. No. 6 : The Needle Tips &
Seat Ring is & mandatory spare for Turbine
of the machine and one or two set of the

same are kept as extra for immediate
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shown at Net Realisable Value and the necassary provision of
obsolescence has to be made. Mo information in respect of the
same has been provided ko us.

The item at 5rno 6is spare of the Turbine and has be shown under
Froperty Plant and Equipment’'ss as such should be depreciated
along with the plant.

Thus Inventory is overstated to the extent of Rs. 16,60 Lakh and
property Plant and Equipment’s is understated to the extent of
above,

replacement to avwoid generation loss In
casze of the erosion of the already installed
companent. This spare is required to be
replaced every year due to its erosion
during the monsoon season resulting from
heavy silt inflows. Therefore the uses
period and future economic benefit
derived from spare part are limited only up
to one perlod and according to Ind AS 16,
The spares parts, stand-by equipment and
sanvicing equipment qualify as Property,
Plant and Equipment when an entity
expects to use them over the period of
more than one year, Hence the spares
available to use in store does not qualify
the condition to be shown under Property,
Plant and Equipment’s,

Teade Recalvables Nota 2.12
Trade receivables are subject to confirmation & reconciliation,
concerming HPSEBL.

Reconcilistion with HPSEBL regarding the
amount payable and recelvable in under
process,

Other Current Assets Nokes 2,18

(I} The Sawra Kuddu unit has not shown the amount
recoverabie from Patel Engineering on account of recovery of
concrets cutting amounting to Rs. 77,50 lakh {previous year Rs. B4
lakhs). The case is reported to be in High Court . In our opinion the
other Current Assets are understated to the extent of above and
CWIP is overstated to the extent of above.

Same reply as above Paint 4 {xix).

Men-Currant Other Finoncial Liabillties Note 2,21
(1) LongTerm Borrowings

The Company has taken loan from the State Government for
construction of Hydro projects. The Company has not paid the
Instalment and interest on the State Government loans, The 5State
Government has provided deferment of loan and interest for the
amount accrued up to January 017 till FY 2018-19. The instalment
interast due after January 2017 till the close of the year has nat
been paid by the company to the state Government. We Invite
attention tolote 2.7iwhere in the Company has made the
requast for the deferment of Instalment and loan to State
Government . The State Government has glven has not accepted
the request and has granted the deferment for the year 2020-21
till the year 202 1-22.
In our opinion the Company has defaulted in payment of
instaiments and interest to the state government which is holding
31.63%(Previous Year 28.59 %) of the equity. However there isno
other default in payment of loan and interest to any other
Financial institutions/Banks, The Company has not complied with
Requirements of the IND AS 20 Accounting of the Government
Grant which states that the any concession from the government
should be added as addition to the cost and should be credited to
the revenue,

The Gewt. of H.P has allowed deferment of
repayment of loan and interest tll 2020-21
vide GoHP letter dated 30.10, 202 1.
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{ii) The loan to the company was sanctioned by the Central
Government o the State Government a5 50 % grant and 10% loan
basis has been further advanced to the company as 100 percent
loan which was sanctioned to the state government under Clean
energy program, The Funding of tha Grant to 5tate Government as
Loan to the Company has increased the financial cost Liability on
account of interest payable to the State Government: This will
increase the cost per unit of the generation of power and will not
be recoversd from the comnsumer and have to be borne by the
company. The charging of the interest will not make the company
profitable as it constitutes 40% to 45% of the révenue cost and the
company has not pald the interest to the state povernment even
after four units are commissioned and the company is pursuing for
the deferment of principal and interest Bl 2024 and in earlier year
alsothe deferment has boan granted by the State Governmeant.
The CAG has also ralsed concern over the same in their report and
suggested that the matter be taken up with the stat= government
toget the benefit of the Govt of Indla Policies.

The matter of charmelling of grant portion
of the financlal assistance by GoHP as loan
to HPPCL has already been raised by CAG as
pointed out in this Para contents. The reply
of the management of HPPCL has been
submitted. On similar lines; it is &gain
subimitted that it s a policy matter of GoHP
and the entire eguity in HPPCL Is also
Imvested by the GokHP and, therefore, it ks
the policy matter of the State Government
to transfer funds to HPPCL as loan or
otherwise.

fili] The Long-term Liabllites includes EMD, Retention Maney
and Security Depasits pending since inception of projects and the
same has not been paid til! the close of the year The Intaral
control In respect of them is very weak and should be
strengthened and the fabilities should be assessed at fresh and
should be charged to revenuein appropriate cases.

EMD, Retention Mongy and Security
Deposits et are belng released to the
contractors, only after the verifications
from the Engineer-in-Charge (EIC).

Non-Current Liabilitie: Provisions Note 2.23

(i) For Company Employees

We Invite attention to note 1.20 and 2.40 where in the policy
adopted for employees benefit and accounting in respect of the
same has been disclosed, The Above palicy Is not In compliance
with the Ind AS 19 Employees Cost in relation to Post Employmeant
defined Benefits plan in the maiter of iz recognition and
measurament. In the absence of Information, we are unable to
comment an the seme of its impact in the balance sheet and profit
and Loss Acoount. Nelther any policy has been taken nor any trust
has been made for the same.

Adeqguate provisions have been créated as
per the defined Gratuity and Leave
Encashment Plans, adopted by the
Corporation. However, actuarial valuation
of retirement benefits of Corporation
employess has been done wief FY 2020-
2L

fif) For HPSEB Employees

The provision for lesve encashment lability, gratuity Hability and
pension Liability of HPSEB employees has been calculated based
on formula adopted by HPSEB Limited, The Liability provided for ks
subject bo the confirmation from HPSEB Limited,

In the absence of information and confirmation from HPSEB
Limited we are unable to commant an the effect of the same on
the financial statements at the close of the year.

Calculation and booking of such labilities is
based on the methodology devised by
State/Central Govt, and on terms &
conditions accepted by both the parties.

Liid) The company has created Nability for Gratuity & Leave
encashment without any actuarial valuation.

Actuarial valuation of retrement banefts

of Corporation employees has been done
wel EY 2020-21.

10

Cither Mon-Currant Liahifites Nota .24

a)  Utilised Grant Renuka ji

fl] The Company has incurred following expenditure on the
Renukaji project till 31st March 20020,

Funds/fgrants receivable as on 31.03 2020
asworked out are R5.733,73,9662 .35/ - and
entry in this regard has begn made in the
books of account.,
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There is @ shortfall of grants received & expenditure incurred Rs.
188.21 lakh [previous year  shortfall of expenditure to the tune of
Rs, 15,557 Lakhs). In ahsence of information we are not able to
comment on the same,

Cumulative funds/grants recelved up to
31.03.2021 is Rs, 710,86,79,755/-and up to
31.03.2020 Is Rs. 689,52,79,755/-. During
this FY 2020-21, Rs. 5 Cr. and Rs. 16,34 Cr.
has been received from Govt. of H.P. and
Govt of Haryaiia,

(1) We invite attention to para 2 (vi) of previous year audit
report regarding atlocation of expenses to Renukaji HEP wherein
its stated that the allocation of expenditure of Corporate office
and Sundarnagar Design office to the unit hasnot been confirmed
{ approved by the participating states and the central government.
In the absence of confirmation and approvals we are unable to
comment on the apportionment of expenditure charged to the
Renukafi HEP. The company has allocated Rs. 2,870 lakh | previous
waar Rs. 2456 kakhs) as share of corporate office and design wing
expenses to the Renukaji HEP for current year viz 315t March 2020.
In our opinion the amount recoverable from participating states
will be reduced by Rs. 2,870 lakh | previous year Rs. 2456 lakhs)
Elven in above para.

The Company is earning interest on the surplus funds of Renukaji
ot Corporate Office by investing the same in short term Fixed
Deposits The Interest earned on the same has not been shown as
addition to the Grant nor the same has been reduced from the
Incidental expenditune during construction period.  of the unit
The above practice is not in line with the significant accounting
policy adopted by the company (refer Note 1.16}. In the absence
of information, we are unable to comment of the effect of the
same on the Financial Statements, However, as informed 1o us no
Interest was earned during the year, as the Company is doing
fun-:ﬂngufa:pmmﬂut of its own resources.

The proportienate expenditure of
Corporate office and Design Office has
been allocated on the basis of expenditure
belng Incurred by HPPCL on Renukall HER.
As such expenditure shall form part of the
total funds agreed to be provided by Gol
and beneficiary States, hence prior
approval of booking of every expenditure
being incurred in Renuka Ji DAM is not
required, Further, kegping in view that a
major portion of the funds required for
canstruction of Dam shall come from
Central Govt. and only 10% of the funds
required shall be contributed by
beneficiary states. bence beneficiary wise
booking of expenditure is not required.

11

Current Liabilitias Othar Financial Liabilites Nobte 2.26

(i} The Liability on account of Retention Money, Security Depasit
and dues payable to Contractors and suppliers are subject to
Confirmation, In the absence of Information, we are unable to
comment on [ts effect on assats and liabilities.

Current Liabilities on account of Retention
money, Contractor and Suppliers dues
payable are being cleared on regular basis
and Portion of Security deposits also
released to vendors time to time and the
matter has also been taken up with
caoncerned offices for releasing the
pending security deposited. Confirmations
of Balance payvable a5 on 315t March 2020,
were spught from respective Contractors)
Govt. Departments. Based on the
confirmations received/not received, the
liabilivies. have been shown in Books of
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{ii} The different units of the company are showing separately
the amount payable and recoverable from HPSEE Limited. Mo
Confirmation from the HPSER Limited has been provided to us for
the amount payable and recoverable, In our opinion only one
account of the HSPEB Limited should be maintained and net
balance of recoverable or payable should be shown in the financial
Statements.

Mast of the amounts under Payable and
Receivable heads, pertaining to HPSEBL
have bean settled. In casa of remaining
pending entries necessary reconciliation is
being done and the accounts shall be
settled accordingly

i) The Other Current Liabilities includes EMD, Retention
Money and Security Deposits pending since inception of projects
and the same has not bean paid bl the dlose of the year. The
Internal contral In respect of them Is very weak and should be
strengthened and the Habilities should be assessed at fresh and
should be charged to revenue in appropriate cases.

The liabifites against EMD, Retention
Maomey, Security Deposit and other dues
payable are released to the Contrackors
only after claims are submitted to the
concermed Engineering-in-charga (EIC) for
its verification,

{ivl The Gther Financial Current Liabilities IncludesRs.75.87
lakhs | Previous Year Rs.74.22 lakhs) as undaimed money on
sccount of payvables, retention, security and other payabies to the
contractors. The amount has been shown undér this head because
the persons to whom amount is payable is not traceable. In our
opinion the ather current financial labilites are overstated to the
extent of above and necessary provision for amount written back
should be provided.

Declsfon inm this regard Is under
consideration of the Management.

) The Swara Kuddu unit has made a provision for CAT Plan
Expenses on O4th January 2016 amounting to Rs. 69 lakhs, The
Unit has inrformed us that the amount has not been pakd as the
pravious utilisation certificates has not been provided by the
Forest Department, In our opinion the amount is of the nature of
withheld amount and should be shown under the head MNon-
Current Financial Liabilities. Thus, current Liabilities are
oversiated to the extent of abowve.

The amount iz of the nature of current
liability as same shall be released on
receipt of utilization certificate of the
previously paid amount.

{wi] The Corporate Office has not made the provision for
demand ralsed by the PF Commissioner for the period 09/2008 to
06/2011 on account of PF contributions of Unregistered
Contractors amounting 1o Rs.189 Lakhs on 02nd August 2018(
refer Mote 2.53).. Thus, current liabilities are understated to the
extent of above

Matter being sub-judice, has bean shown
under contingent liablities under Note on
Accounts No.2.63, Hence does not affect P
& L Account,

ivii)  Local Area Development Fund:-

We Invite attention to Note2. 65 where in the company has
nol made any provision of amount payable to LADA fund on
account of increase in cost of the Projects ,as final cost
determination of commissioned projects is under process.

n case of Sainj HEP provision of the balance
amount LADA has been made in the books
of accounts in the FY-2019-20. In caze of
Sawra Kuddy & Kashang Stage-ll & 1N,
amount payable against LADF have been
deposited regularly. Due to ongolng works
at project ends and final project cost not
yet-arrived at, bence the exact amount of
final instalmant is not determinable at this
stage. The marginal amounts, remaining to
be deposiited are subject to further
pdjustments and shall be accardingly
provided/ released,

(vill) Reported by previous auditors the Kashang Unit  has not
Charged G5T on the Liquidation Charges amounting to Rs. 534 42

GST Act 2017 came Into force wee.f 15t July
2017 and the Liquidation Charges pertains
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fakhs on Rs. 2,969 Lakh charged from HCC. The Company has not
shown the Liability under GST returns filed during the year under
review nor the same has been charged to the contractor . The
observation was also reported in the previous year also, Thus the
current liabilites and understated to that extant and other non -
current assets is also understated to that extant.

to Pre-GST period and were recorded in
the books of Accounts in the FY 2016-17
vide SAP Document No. 113550 dated
31.03.2017, hence the G5T was not
applicable on the date of transaction and
accordingly no G5T was charged on LD
Charges. Further, this has not been
reported in the G5T Audit Report by the
GST Auditors.

(i) Reportad by prévious avditors we invite attention to note 270
where the Corporate Office has shown Rs. 500 Lakh as amount
payable to the Kisahau Corporation Limited on account Equity
Contribution of the State Government for the seed Money, No
Confirmation from the Kisahu Corporation Limited and directions
from the State Government to keep the money with company has
been provided to us for verification, In the absence of information
we are unable to comment on the same.

& sum of As. 5.00 Crore was recejved from
GoHP on account of Equity Contribution
towards Kishau Dam Project. In this regard,
a sum of Rs. 0.75 Crore, The management
of HPPCL decided to contribute the due
amount towards KCL on account of Equity
Contribution of GoHP only after LUVNL
deposits thelr réspective share.
Subsequently, upon receipts of
instructions and correspanding
approval(s) from the authorities the due
sum was released in parts to KCL on
03.12.2020.16.07.2021807.10.2021, and
as on date, entire due amount stands
remithed to KCL

(%) Asreported by previous auditors the Renukaji HEP has shown
the amount recovered from LAD amounting to Rs. 1600 Lakh as
amount payable to Government Agencies . The HEP at the time of
advancement to LADQ has shown the same as part of land
expenses. The amount recovered back has 1o be reduced from the
Land Expenses. Thus Current Liabilities are overstated to the
extent of above and similarly the land expenses are overstated to
that extent.Could not be explained to us except payment of Rs 5 Cr
to LA,

The provision for Land Expenses of Rs
18,849 Lacs against which the demand has
already been deposited with the High
Court which is shown as part of Land
expenses under Property Plant and
Machinery has been adjusted in the EY
2019-20.

xf) The Sawra Kuddu HEP has transferred land measuring
0.9724 hectare to the HPTCL for the construction of 220 KV
Switching Station at Hatkoti. The Company has received Rs. 916
Lakh as cost towards the cost of land in the month of November
2018, The company has handed ower the possession of the land to
the HPTCL but has shown the amount as advance from the
customars and the sale deed for the same has not been executed
sofar. Inour opinion the advance has to be adjusted with the cost
of the land and the deposit with the court. Thus current lizbilities
are overstated to the extent of As 916 Lakh. Pending execution of
transfer deed cannot e credited to land.

The amount received from HFPTCL fs
equivalent to the awarded amount and the
deposits made in High Court. The rate of
lzand will vary now, as per the latest orders
of the Honble High Court. Further in the
gbsence of Sale deed / agreement, final
consideration and terms and conditions of
the handed over land camnot be
ascertained. Hence, amaount has been
shown ag advance from HPPTCL and shall
be sattled in due course of ime.

{x) The Sainj Unit has shown a sum of Rs, 519 Lakh as amount
payable to Voith Hydro. The HEP has not provided to us the details
in respect of the same and nor any confirmation from the supplier
has been provided, The Amounk i= payable since 2017 and the
same has not been paid till the date of the audit. Thus the fizbilities
areoverstated to the extent of above,

The reconciliation of the accounts in
respect of EEM package of Sdinj HEP is in
progress. All the pending dues payable to
M5 VHN shall be settlod while carrying out
thafinaisettiement.
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Genoration & Sale of Power
(Il  Moteno 56 The company is showing only net sale instoad
of gross sale,

Sale of power entries have been taken into
books as per instructon issued by SoF
department vide letter No.
HPPCL/SoP/13%FP/Kashang HEP/2017-
9731-38 dated 24.07.2018. As per ibid
letter HPPCL is entitled for selling only BT%
of the power and 13% Royalty Power of
GoHP has to be provided in the shape of
free power [free.of Cost) at Bus bar of the
project. Therefore, accounting of revenue
penerated from sale of 37% of Power
inchuding UISDSM atc. is to be accounted
for in the Books of Accounts, Further,
during the FY. 2018-19, the power
generated was sold in energy exchange
dirgctly, As the portion of free power
@13% was not remitted to Corporation
and non-availability of exact figure of free
power given to State Govt and to LADF, the
amount booked under sale of power is net
of such free power. Disclosure under Note
Para 2.56 refers.

[i} TheBeradol Solar Powerunit while fixing the tariff rate has
adopted HPREC AD  benefit Rate of Rs. 4.31 per wunit while
approving the Tariff Rate with HPSEB. The Corporation is not
availing the advance deprecation benefit this Tariff rate of Rs. 4.79
per unit is applicable to the corporation. Thus Sale of power s
understated to the extent of Rs. 10.36 Lakh.

The necessary entries of advance
depreciation regquired will 'be taken in
books of accounts from the date of Cab,

14 Apportdonment of Expenditure and Income of Corporate
Office and Sunder Magar

(il  Expenditure of Corporate Office and Sunder Nagar

It has besn observed that at the tme of apporBonment of
expenditure of Corporate office and Design Office the net
expenditure incurred during the year has been apportioned in the
ratio of 278:87 from 01st April 2018 to 03rd January 2019 and 4th
January 20019 to 31st March 2019, (refer Significant Accounting
Policy nol 6gand Mote no2.57(c) ). The above apportionment s
not in line with the accounting policy referred in note 1.6 g which
states that the "The Expenditure of Corporate office and
Sundernagar design office is allocated to different accounting
Lnits on systematic basis.”,

In our opinion the expenditure and income should have been
apportioned separately on actual basis between the pre and post
cod period to different units, The Adoption of wrong method of
apportionment may effect the allocation of cost to different units
and the effect on its depreciation after commissioning of the
projects . In the absence of information we are unable to cormment
on the same.

Keeping in view practicability, the
allocation has been done accordingly, The
methodology has been disclosed in the
MNotas onAccounts Mo, 2.57(ch

(i}  Income of Corporate Office and Sundemagar
it has been observed that the income of the corporate office

mainly consists of the interest earned on Fixed deposits by making

The allocation of interest earned on short
term bank deposits [made out of idle
funds) have been allocated on the basis of
the approved practice.
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short term investments of the following funds: -
. Funds received for Equity
- Funds for Renukaji Project
- Imp rest Funds for ADB Funded Projects State Govt
Loan
- Interest on Funds With LAD
The Company has aliocated income to various projects on the
basis of allecation of expenditure to different units as per
accounting policy of the company during the year
Similarly, expenditure has been allocated alongwith HO to other
units.

(ili) Apportionment of Expenses of Corporate Office and
Sundernagar Design Office

The qualification of previous ywar auditors on apportionment
standsTor thisyearalso.

Same a5 abave.
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Pravislon for Income Tax

We invite attention to Mote No 2.66 where in no provision has
been mads by the company for Income tax during the year under
review.

We also Invite attention to note 2.53 where in the cases for eariler
years are pending with differant authorities and the outcome of
which are uncertain and may affect the amount shown as
Deposits with Income Tax authorities Rs. 8,874.50 lakhs (Previous
Year Rs. B,B74.50 lakhs {refer note 2.10).In view of the uncertainly
imeoived and the matter is subjudice we are unabie to comment
on the recoverability of the above amount and its effect on the
Financial Statements.

Mo provision for income tax [fabilities has
been made, as the company has brought
forward losses gnd unabzorbed
depreclation as per Income Tax provisions.
During the year also, the companyisin loss.

Goodds ared Servica Tax

i} The company has not complied with all the provision of
the Goods and Service Tax Act while preparing the monthly
returns and the annual returns for the year under review,

We have checked some instances and have observed that the
Goods and Service tax has not been deposited on following
expenditureés and Income:-

Tender Income

Liguidation Charges

Rent Incorme

Late Payment Surcharge

Payments Made to Government Departments and
Government Bodies under Reverse Charge,

Reimbursement of Expenseas from Contractors

Sale of scrap,

The Company has appointed G5T auditor to conduct the G5T audit
under the G5T Act .However the G5T Audit report for the year
under review has not been submitted Gl the date of the
finalisation of this report as the due date for filling of the report
was 31st December 2020, In the absence of the report we are
unable to comment on the final llability of G5T along with Interast
and penalty.

[F R R T R ]

~

departments and Govt. bodies under

1. 55T on Tender Income;- HPPCL has been
deposited GST on almost on &l Tender
Incama.

2. G5T on Uguidation Charges:- The case
regarding Liquidation Charges is sub judice
with Hon'ble High Court of HP. The
outcome is contingent. In case of adverse
declslon by Hon'ble High Court, HPPCLmay
not be in & position to recover Liquidation
Charges az woil as the G5T on it

3. G5T on Rental Income:- HPPCL has
deposited the G5T on rental income,

4, GST on Late payment surcharge:- The
delayed payment surcharge/Late Paymant
Surcharge/Surcharge on putstanding
amount {by whatever name called) cannot
be treated as separate service and same
shall be included in the value of initial
supply to which such charges relate. As thi
portion of Delayed payment surcharge
attributable to exempted supply s
exempted. Thus ho GST isattracted.

5. G5T on payment made to Govi.
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raverse charge:- GST has been paid on the
billz where G5T have bean charged by the
concerned Govl. depariments.,

6. NfA

7. NfA

From s no 1 to 7 G5T amounting Rs.
5,36,248/- has been deposited on
£8.09.2020.

The Auditor has also submitted the GST
Aidit report for the FY 2018-20.

[ii] The GSTR S Annual Return for the year 2018-19 submitted b
the company shows the following liability

o p—
IREYIT

Skt T LESRY
I
MNo Provision for the same has been made in the Books of
accounts, Thus Liabllities are understated tothat extent.

As per reconcillation statement GSTR 9(C)
(@), the IGST amount was over reported by
Rs. 3,0B.498/- and CGST & SGST by Rs.
25.9824-.

{iit} The Company has claimed input of GST while filling the
manthly 3 B during the year under review, Howewer while filling
the GSTR 9 for the year no details for the Input claimed has been
filled and - claimed and nor Nability on sccount excess claim of IMC
has been made. The Following are the details of the same,

3 1,456 08
ST 114,363 00
st t 151300

b e N — ]
Thus Rabilites are understated to the extent of above,

HPPCL deposited Rs. 19,42,B00/-on
25.03.2022 ie. Rs. 13,46,422/-of excess
ITC avalled w.e.f March 2018 to
September 2020 and Rs. 5,96,378/-of
interest on ITC availed. Further, Rs.
2,38.834.00/- Is included in the total
amount deposited by HPPCL. This amount
was deposited as per engulry concluded
vide letter dated 22.03.2022 from
Directorate General of G5T Intelligence,
Chandigarh.

{iv} The GSTR 5C Audit repart filed by the G3T Auditor for the
year 2017-18 on 21/05/2020 shows the following amounts as
payable by the Company,

ALl 'O "
e

1 T ¥ 0130580 o0 ¥
1 e T 1LBALLL144 ED 1

Thus Current Liabilities #re understated to the extent of Rs. 1536
Lzkh,

The payable amount is related to the GST
pn LD Charges and payments made to
Governmeant departments, the detalled
reasons of which have been specified
under 5¢. No. 16 (I} above. Further, in case
of Arbitration fee GST s not applicable as
the Corporation isa Govt entity.

{vi There is a difference in Turnover as per audited financial
statements & GSTRO amounting to Rs 16516739/ -during 2018-19

The difference in the turmaover is due to
over-exempled turnover shown (n GSTR 9.
However, there is no GST hiability on the
difference amount.

{47

Quantitative Details in respect of energy generated and sold

We invite attention to Note 2.48 where In the Company has stated
that it has installed capacity of 170 MW as on 31st March 2019,
The company has capacity 65 MW *3 Le. 195 MW but water
supply was only for one turbine at Kashang stage | against installed
3 turbines. and the installed capacity of the Sainj HEP is 100 MW
and one solar unit with the capacity of SMW was installed during
2018-19 _However the installed capacity at Kashang is not
utilizable in the absence of water as the stage || & llare under

In case of Kashang HEP Stage-l (65 MW],
even though ail the three Units of 65 MW
each have been commissioned, but for
availability of water, only single
machine/unit can be operated at a time.
Due to water avsilability at present it is
provisioned only for operating single
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construction. Out of 3 turbines water is sufficient for running one
turbine anly. Forrest 2 work is in progress.

machine of 65 MW at a time, as the KK Link
Line |n case of Kashang Stage 11 & 111, is not
yet constructed flinked, However, all the
machines are being run on alternate basis
by project offices. Therefore, the installed
capacity of this Kashang Stage- is 65 MW
only.

Allocation of exrehzes of Kaghang 1, 2 and 3

{Il} The method adopted for allocation of expenszes by the
Kashang Unit to Stage 1 2 and 3 5 not systematic and nor
consistently followesd

The Expenses has been booked in IKHEP
Stages on actual basis from FY 2019-20
onwards. However the common
expenditure of IKHEP Stages 1, 2 & 3 for the
FY 2016-17 to FY ZD1EB-19 were
apportioned on the basis of project cost
derived at the end year, which had been
duly approved by the managemenit.

15

Profit and Loss Account

(il OandMRE&R
Reported buy previous auditors the Sainj unit has booked pricr
period expenses amounting to Rs. £.30 Lakh under this Head for
the year 201 7-18. Thus expenditure is overstated to the extent of
above and same has to be shown in the year 2017-18 by recasting
the financials statements.

Required accounting treatment shall be
givenas perind ASapplicable.

(i) OandM Disaster Management

Reported by previous auditors the Sainj Unit has booked the coat
of hooters and other expenses amounting to Rs, 4535 Lakh a3
expenditure during the year under review which are of Capital
Nature and has to be capitalised by the HEP. Thus expenditure is
overstated to the extent of above and property plamt and
machinery s understated to the extent.

The cost of Hooters and other Exp.
amounting to Rs. 45.35 lakh has been
shown asanasset. The necessary entry has
been taken in books of accounts as on
01.04.2021.

[ili)  Prior period Expenses

Reported by previous auditors the Company has charged
the prior period expenses during the year under review 1o the
profit and loss Account. The Following are the year wise
Bifurcation of the same.

1 o i v 1OLT-18 L]

3 Perodariarthee M7 ;
I I T
Az per IND As B Accounting Policles, Changes in Accounting
Estimates and Errors, the errors has to be rectified retrospectively
in the Financial Statements as if the error had never occurred. If
thie error pertains to period earlier then previous year then the
third Balance sheet has to be prepared as opening Balance Sheet,
Refer Note 1.25 of the Significant Accounting Policies off the
company which has not been complied with, In our opinion the
Company has not complied with the requirements of the IND AS 8.

The Prior period expenses pertain to
Kazhang HEP Rs. 17, 33,522/- only has
been charged to profit & loss account.
These expenses have been charged due to
the compliance of statutory audit
observations on the Books of Accounts for
the FY. 2017-18. Compliance to Ind AS 8
shall be ensuredin future.

(i)  Appropriation of Employees cost for Kashang Stage | .2
and3

Reported by previous auditors the Kashang Unit has not provided
to us the salary cost of the employees posted to the Stage 1, 2 and
3. However this year this has been done on actual salary basis.

Statement of facts, requines no comments.
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Approval of accounts by the Board for the year 3018-19 before
the approval of the accounts for the year 2007-181n the AGM.
The Board of Directors has approved the accounts for the year
2019-20 in the Board meeting of 18/03.2020 before the adoption
of the audited accounts for the year 2018-19 of the corporation in
the Annual general mesting on 6th January, 2022, However, the
financial stabements were delivered to us on 17June 2021 which
were further changed during August 2021 & finally on 17th
October 2021 after we discussed our chservations.

I this respect it is submitted that, as per
Part-ll 5r. No.{4) of Annexure-|, to the C &
AG letter of appointment of Statutory
Auditors, which is regarding Conditions to
the Auditors: "the atditor may start the
audit ‘of the Company immediately on
receipt of the accounts of the Company.
However, they should certify the acoounts
for the year only after the audited accounts
for the previous year has been laid before
the AGM for their consideration. In case
audited accounts of the previous years
has been considered but finally not
adopted by the shareholders, the auditor
can certify the accounts of the succeeding
year, indicating the fact of the non-
adoption of the previous year accounts in
their report.”

1

income Tax Appeals with the High court in respect of
Chargeability of Income Tax on lnterest on Fieed Deposits k=pt a3
short-term Investments,

Reported by previous auditors the company has filed an Appeal
with the High Court of Himachal Pradesh that the interest on the
short-term Investment of the funds in Fixed Deposits with bank
from the Equity received from the Government is an addition to
the eglilty and not an income of the company and on same the
income tax is not payable. Similarly, the Income earmed on Renuka
li Funds is also an additional grant from the Agencies and the same
is also not an income of the company and the same will be utilised
on the project expenses and is part of the Grant.

The Company has not shown the interest earned on

equity fund till the dose of the year as an addition to the Equity
and simitarly the Interest earmed on Renukaji HEP funds till the
ciose of the year has not been shown as taxable income and is
being charged as taxable Income of the Company.
No infarmation in respect of the same has been provided to us by
the company till the close of the year In the absence of the
information we are unable to comment on the effect of the same
on the Balance Sheet.

This is 8s per the approved policy of the
management. However this interest
income Is to compensate the
corresponding escalation cost and
borrawing cost etc. of the period for which
the funds remained (dle, due to
abstruction of awarded work, for reasons
attributable tothe Corporation.

2

Investment Property

(I}  The Company is not showing the assets given on rent/ lease
as investment property and the same has been shown under the
Head Property Plant and machinery.

The Company is showing the assets given
on rent/ lease as investment property fram
the FY 2020-21 onwards.

{ii} Chirgaon Majgoan has given Building on rent to HPPTCL
amounting tofs, 7. 16Lakh. The Cost of property should be shown
2t [nvestment property and depreciation for the corresponding
rent has to be charged to the profit and loss Account. Thus Income
is understated to the extent of above,

Same a5 above,
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Design Wing Sundermagar

fi} The Design wing has booked Rs,8.87 Lakh (previous year
11.66lakh] lakh as lab income and Consultancy Income, However
it has been ohserved that the design wing has not booked any
expenditure in relation to providing such services. All the
expens=s of the GM Office has been apportioned to the all units of
the company and no expenditure has been allocated to the
income of the Design Wing . Thus the Matching concept
accounting has not been followed by the company,

From FY 2020-21 onwards, Design wing
Sunder Nagar has segregated the
expenditure Incurred on providing these
services under the GL head "Expenditure
on Lab Services” & "Expenditure on
Consultancy Services”,

(il Reported by previous auditor, the Design Wing is providing
Technical services to the Kishau Power Corporation on behalf of
the State Government but no details in respect of the services
provided Design wing has been prowided to us. However Rs
10408/ - s outstanding as advance to Kishau,

n this context, it = submitied that the |
design wing Is not providing any technical
services to Kishau Corporation directly,
however, assisting HPPCL Cerporate
Planning Office on technical Issues being
forwarded to DW Sunder Nagar, from time
to time. However, the expenditure
Iincurred directly from this office for Kishau
Corporation Ltd. is being booked under the
G/L Advance to Govt. Departiment “Kishau

Power Corporabion.

| 29

Disaster Recovery Conlra

The Company has installed SAP ERP software for all its projects
including corporate office. The Company has its DRC at Chennal
and the same was dosed and shifted to Shimiz by M/s SHfy
Technology. M/s 5iffy Technology was awarded the contract for
the AMC of the DRC for Rs. 1.25 crores and the reallocating cost of
DRC for Rs.5.67 Lakh, The company has proposed to shift the DRC
from Chennal to Himachal Pradesh at Data Center Site of HPSEBL
at Fonta Sahib or at-any other place at Ponta Sahib. The Compianmy
does not find any suiteble site &t Ponta Sahib thus no Disaster
Recovery Center of the company is in place Gl date, We were
Informed that complete back up s maintained at head office on
fortnightly fmonthiy & at Govt data centre at Mehll, What is the
wisdom in paying AMC of the DRC without any site being taken for
thesame.

The Data Center of HPPCL has besn now
shifted to HP State Data Center at Mehli
Shimla, H.F. and = In operation. For DRC
also arrangements are also being made by
this Corporation with HP State Data Center
to provide required space at their DRC,
which is located in other seismic zone.
However, at present the Data Back-up is
being saved at two different locations to
prevent dataloss,

15

Land Court of Cases Renuka )i Project

The Board of Directors in s 75th meeting on meeting 18th
March 2021 has decided not to the file Regular First Appeal in the
Hon'ble High Court against the awards passed by the Lower Courts
and agalnst the decision of the Hon'ble High Court. Refer Note 2.36
Motes where in its stated that the company has made contingent
provision |n respect of the awarded amount amounting to
Rs.11,471.33 lakh. The Decision of the company not to  file the
appeal will make the contingent provisions as regular provisions
and thus the provisions on account of land compensation of
Renuka li Project is understated to the extent of above.

Previous year auditors effect of qualifications:

The effect of the sald qualifications where ascertainable the loss of
current year will be Rs. 11,736 lakhs against reported loss of As.
10,586 lakhs. The Other Equity will be 24,117 lakhs instead of Rs.
22,128 lakhs. The Borrowings will beRs. 1,40,368 lakhs instead of

Ag the decision taken involves long process
to measure the extent of liabilities
imvolved. Land owners whao mey be stll
aggrieved by such orders of the Hon'ble
Court may delay the process of final
settlements, besides, being large number
of cases for which liability needs be
calculated, hence liabilides can’t be
accounted for at this stage. However,
provision for the same has been made up
to31.03.2021.
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R2.1,59.765 Lakhs The Other Financial Liabilides will be of Rs.
6,144 |akhs instead of Rs. 10,993 {lakhs. The Provisions non-
current will be of Bs 4,285 lakhs instead of 5,690 lakhs. The other
non Current  Liabdfities will be Bs. 82,840 lakhs instead of Hs,
69,543 lakhs. The Other Currént Financial Liabilies will be
Rs.2,92,604 |lakhs instead of Rs. 2,62,070 lakhs. The Property
PMant and Equipment will be Rs. 3,33,156 lakhs instead of
Rs.3,03,086 lakhs. The Capital Wark In Progress will be Rs.2,95, 703
lakhs instaad of Rs. 3,08,204 lakhs. The Loans will be Rs.153  lakhs
instead of Rs. 149 lakhs The Other Noncurrent Assets will be
Rs.29,435 lakhs instead of Rs. 36,705 lakhs. The inventaries will be
fs. 53 lakhs instead of Re. 74Lakh.The Trade Receivable will ba
Rs.481 lakhs instead of Rs.1,757 lakhs. The cash and cash
equivalents will be Rs.9,404 instoad of Rs. 11,365 lakhs.The Bank
Balance will be As.11,670 Instead of Rs. 9,709 lakhs, The Loans
Financial Assets will be Rs, Nil lakhs instead of Rs.3 lakhs. The
Financial Assets others will be Rs. 551 lakhs instead of Rs. 1349
lakhs. The Other current Assets others will be Rs. 14,267 lakhs
instead of Rs 6,241 lakhs,

The Expenditure durlng the year are overstated on account of
Prior period items by Rs. 769Lakh for which adjustments has to
be madein previous years.

HIMACHAL PRADESH POWER CORFORATION LTD. Eﬁ .

The deviations reported by Auditors are
within the specified limits.

Emphasisof Matier

1) No reasonable effort has been made to remove the gualification
raised in earlier year audit reports and the same has been
considered in this year report also.

2} We further draw attention to the following matters In the Notes
to thie stand alane Ind As Financial statements: -

[} Note No. 2.38 to the standalone Ind AS financial stestements
regarding the various balances which are subject to reconciliation/
confirmation and respective consequential adjustments

Maost of the observations of the previous
financial years have been settled,

Disclosure/explanation to this effect has
been given In the Notes on Accounts at
Note No, 2.38.

(ii} Mote No 258 tothe Stand alone Ind AS financial statements
regarding statement on State Government loan for Shontong
Kercham HEFP [450MW) where the ADB funding to state
government has expired and stopping of funding by the KFYW 1o
the project.

Disclosure/explanation to this effect has
been given in the Notes on Accounts at
Mote Mo, 2.58,

(i} MNote No Z.68 to the Stand alone Ind AS financial statements
regarding statement on Makhtan project pending with Hon'ble
High court of Himachal Pradesh the fate of which is dependent on
the outcome of the case .

Cur Opinion ks not modified in respect of these matters,

Disclosure/explanation to this effect has
been given in the Notes on Accounts at
Mote No, 2.68,

Key Audit Matters

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

For each matter below, description of how our audit addressed the

matier is. provided in that contéxt. In addition fo the matter
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described in the Basis for Qualified Opinion section we have
determined the matters described below to be the key audit
matters to be communicated in curreport.
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Comments not reguired

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

The Company's Board of Directors I8 responsible for the
preparation of the other information. The other information
comprises the information included in the Management
Discussion and Analysis, Baard's Report Including Annexures to
Board's Report, Business Responsibility Report, Corporate
Governance and Shareholder's Information, but does not include
the Stand alone financial statements and our auditor's report
thereon,

Our opinion on the Stand alone financial statemants does not
cover the other information and we do not express any formoof
pssurance conclusion thereon,

In connection with our audit of the Stand alone fnancial
| staternents, our responsibility |s 1o read the other information

Statements of facts, comments not
required.
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and, in doing so, consider whether the other information is
materially inconsistent with the Stand alone financial statemeants
or ouf knowledge obtained during the course of our audit or
otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there
i a materfal misstabement of this other information, we are
required to report that fact. We have nothing to report in this

| régard,
| Management's Responsibility for the Stand alone Ind AS | Statements of facts, comments not
Financial 5Statements requirad

The Company's Board of Directors ks responsible for the matters
stated In Section 134 (5) of the Companies Act, 2013 (“the Act")
with respect to the preparation of these Stand alone Ind AS
financial statements that give a true and fair view of the state of
affairs (financial position], profit or loss {financial performance
including other comprehensive income), cash flows and
statement of changes in equity of the Company in accordance with
the accounting principies generally accepted In India, incduding
Indian Accounting Standards (Ind AS) prescribed under section
133 of the Act read with relevant rules issucd there under.

This responsibility also includes maintenance of adequate
accounting records in accordance with the provisions of the Act for
sateguarding the assets of the Company and for preventing and
detecting frauds and other [rregularities; selection and application
of appropriate accounting policles making judgments and
estimates that are reasonable and prudent; and design,
implementation and maintenance of adequate internal Anancial
controls, that were operating effectively for ensuring the accuracy
and completeness of the accounting records, relevant to the
preparation and presentation of the Stand alone Ind AS financial
statements thal give a true and fair view and are free from
miaterial misstatement, whether due tofraud or error,

In preparing the 5tand alone financial statements, management is
responsible for assessing the Company’s ability to continue as a
Eoing concern, disclosing, as applicable, matters related to going
concarn and using the going concern basis of acoounting unless
management either intends to liquidate the Company or to cease
operations, or has no realistic alternative but to do so.

The Board of Directars are responsible for overseeing the
. | Company's financial reparting process.

| Auditor's Responsibility Statements of facts, comments not
Qur ebjectives are to obtain reasonable assurance about whether | required

the Stand alone financial statements as a whole are free from
material misstatement, whether due tofraud or error, and to issue
an suditor’s report that includes our-opinion.

Reasonable assurznce is a high level of assurance, but is not a
guarantes that an audit conducted in accordance with SAs will
always detect a3 material misstatement when it exists,
Misstatements can arise from fraud or error and are considered
miaterial If, individually or In the aggregate, they could reasonably
be expacted toinfluence the economic decisions of users taken on
| the basis of these Stand alone financial stateaments.
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As part of an audit in accordance with SAs, we exercise
professional judgment and maintain professional skepticism
through out the audit. We also

- dentify and assess the risks of material misstatement of the
Stand alone financial statements, whether due to fraud or error,
design and perform audit procedores responsive to those risks,
and obtaln audit evidence that s sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting
from error, a5 fraud may Involve collusion, forgeny, Intentional
aimissions, misrepresentations; or the override of intermal controd.
Dbtain an understanding of internal financial controls relevant to
the audit in order to design audit procedures that are appropriate
in the circumstances, Under section 143(3)(1) of the Act, we are
also responsible for expressing our opinion on whether the
Company has adequate internal financial controls system in place
and the operating effectiveness of such controis.

<Evaluate the appropriateness of accounting policles used and the
reasonableness of accounting estimates and related disclosures
madi by managemeant.

-Conclude on the appropriateness of management's use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty axists related
to events or conditions that may cast significant doubt on the
Company's ability to continue as a going concern, If we conclude
that a material uncertainty exists, we are reguired to drow
attention in our auditor's report to the related distiosures In the
Stand alone financial staternents or, it such disclosures are
inadequate, to madify our opinion, Our condlusions are based on
the audit evidence obtained up to the date of our auditor's report.
However, future events or conditions may cause the Company to
cRase o continue as a goiNg CONCEr.

Evaluate the overall presentation, structure-and conbent of the
Stand zlone financial statements, including the disclosures, and
whether the Stand alone financlal statements represent the
undertying transactions and events in a manner that achieves fair
prasentation.

Materiality ks the magnitude of misstatements in the Stand alone
financial staterments that, individually or in aggregate, makes It
probable that the economic decisions of a reasonably
knowledgeable user of the financial statements may be
influenced. We consider quantitative materiality and qualitative
factars in (1) planning the scope of our audit work and in evaluating
the results of our work; and (i) to evaluate the effect of any
identified misstatermnents in the financial statements.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies
in internal control that we identify during our audit.

We also provide those charged with govemance with a statement
that we have complied with relevant ethical requirements
regarding independence, and to communicate with them all
refationships and other matters that may reasonably be thought
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to bear on our independence, and where applicabla, related
safeguards.

Report on Other Legal and Regulatory Requirements
1. As required by the Companies (Auditor's Report) Order, 2016 | Comments not required.
{(“the Order”) issued by the Government of India in terms of sub-
section (11) of section 143 of the Act, we give in the Annexure-l,
staternent on the matters specified in paragraphs 3 and 4 of the
| Order, to the extent applicable,

| 1. We are enclosing our report in terms of Section 143 (5) of the | Comments not required.
Act, on the basis of such checks of the books and records of the
Company as we considered appropriate and according to the
information and explanations given to us, In the Annexure-2 on
the directions issued by Comptroller and Auditor General of India.

3. As required by section143(3) of the Act, we report that:
a)  We have sought and except for the possible effects of the | Comments not required.
matter described in the Basis of Qualified Opinion paragraph
above, pbtained all the information and explanations which to the
best of aur knowledge and belief were necessary for the purpose
of ourawdit;

b]  Esceptforthe possible effects of the matter describedinthe | Comments not required.
Basis of Qualified Opinion paragraph above, In our opinion, proper
books of account as required by law have been kept by the
Company 50 Tar as appears from our examination of those books;
) The Balance Sheet, Statement of Profit and Loss and statement
of Cash Flows and S5tatement of changes in equity dealt with by
this report are in agreement with the books of account;

d)  Exceptforthe effects of the matter cescribed in the Basis | Comments not required.
of Qualified Opinion paragraph above ,n our opinion, the
aforesald Stand alone Ind AS financial statements comply with the
| Accounting Standards specified under 5ection 133 of the Act,

g} The Matter described in the Basis for Qualified Opinion | Commentsnot reguired,
paragraph above, in our opinion may have adverse effect on the
functioning of the company,

f) In view of the exemptions given vide Rotification No. G.5.R. | Comments not required.
463 [E) dated 5th June 2015 issued by the Ministry of Corporate
Affairs, the provisions of Section 164 (2) of the Companies Act,
2013 regarding disqualification of directors, are not applicable to
tho company.

gl The quallfication relating to the maintenance of accounts and | Comments not reguired.
other matters connected therewith are as stated in the Basis for
Cualified Opinion paragraph above.

h)  Withrespect to adequacy of Internai Financial Controls over | Comments not required.
financial reporting of the Company and the operating
effectiveness of such controls, refer to our separate report in
"Annexure-3" in our opinion the interal financial controls system
is adequate but the operating effectiveness of such controls need
be improved.
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i) ‘With respect to the other matters to be included in the
Auditor's Repart in accordance with Rule 11 of the Companies
(Audit and Auditors) Rules, 2014, in our opinion and to the best of
‘ourinformation and according to the explanations given to us:

I The Company has disclosed the impact of pending
fitigations on its financial pesition in its financial statements- Refer
Note 233 to the Stand alone Ind AS financial statements,

i, Thncuupawdlﬂnuth:hmhu-tenﬂm
mﬂmﬂummmmMmmr
foresesable Insses; '

i, There were no amounts as at 31.03.2020 which were
required to be transferred to the Investor Education and
Protection Fund by the Compary.
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LIMITED on the accounts for the year ended 31st March 2020,

5.
Mo,

m

ANNEXURE 1 TO THE AUDITORS' REPORT
Annexure referred to in our report of even date to the members of HIMACHAL PRADESH POWER CORPORATION

Audit Observation

2) The company has generally maimtained proper records showing
full particulars, Including quantitative details and slituation of its
fixed assets. except that identification, location etc. need be
mentioned.

(b) As explained to us all the assets were got physically verified by
the management during the year under review. We were informed
that no material discrepancies were noticed on such verification.
However, verification reports of HO |, Transit camp, Shongtong-
Karcham HEP, Thana Plaun HEP, Renukaji Dam Project, Sainj HEP,
Triveni Mahadev HEF and BeraDol Solar Power Project were
shown o us, but no report of Jland, Plant machinery, stores &
spares was shown to us,

(e} Tite deed of immovable properties are in the name of the
company except In cases of Renukajl HER, Saln] HEP Shongtong
HEP and Chirgaon HEP where the land has not been transferred in
the name of the Company,

fepiies

HIMACHAL PRADESH POWER CORPORATION LTD. lﬁ@

(R .

o} Statements of facts, comments not

reguired.

b) Statements of facts., comments not

reguired.

el Action for the transfer of tile in the
pame of the Company has been infthiated.

(i)

The inventory of the company consisting of Capital Stores, stores,
spare parts and other ltems. We were Inforrmed that these have
been physically verified by the management during the year under
review: Bul no reports were made avallable o us,

Statements
reguired.

of facts,

comments

not

i

According to the information and explanations given to us, the
company has not granted any loans, secured or unsecured to
companies, firms or other parties covered In the register
maintained under section 1E9 of the Companies Act, 2013, In view
of above, the clauses 3(iii)(a} and 3{iii)(b) of the Order are not
applicable,

Statements
reguired.

of facks,

comments

not

EH\I}

The Company has not given any loan, made investments and
issued guarantees under section 185 and 186 of the Companies
Act, 2013,

Statements
reguired.

of facts,

comments

not

]

The company has not accepted any depasits from the public in
termis of section 73 to 76 or any provisions of the Companies Act,
2013 and rules there under.

Statemaents
reguired.

of facts,

commeants

not

(i)

The company has made and maintained cost accounts and records
as specified by the Central Government under section 148 (1) of
the Companies Act 2013. However, we hive not made a detailed
examination of these accounts and records with a view to
determine whéther they aré accurate and compleie. The
companies cost accounting records  has been audited by the Cost
Auditors M/s Balwinder and Associates and they have submitted
the reporton 19/11/2020.

Etatements
required.

of facks,

comments

not

Emu

| (8] The company is generally regular in depositing with
appropriate authorities undisputed statutory dues including
providemt fund, income tax, sales tax, wealth tax, service tax,

Statements
required,

of facts,

comments

not
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custom dity, excise duty, value added tax, cess and otherstatutory
dues applicable to it, and there are no undisputed dues
outstanding as.on 315t March 2019 for a period of mare: than six
months from the date they became payable. However the Liability
on account of Goods and Service Tax can not be guantified as GST
audit is under progress till the finalisation of this report. We are
Infermed that the provisions of Employees' State Insurance Act
are ot applicable to the company.

b) According to the information 2nd explanations given to us, dues
of income tax, sales tax, woalth tax, service tax, custom duky,
excise duty, value added tax, cess and other material statutory
dues that have not been deposited on account of any dispute are
given below:

The Amount of interest and penalty on the Entry Tax thereon due
1o Excise and taxation department has been sattled under Legacy
Cases Resolution Scheme by paying the Requisite Settlement Fees
ey the cormpany.

Statements of facts, comments not
reguired.

The Company has not defsulted any repayment of [oans or
borrowing to any financial Instdtution or bank or dues to
debentire holders. However, the Government of Himachal
Pradesh has given the sanction to the deferment of repayment
Loan and interest up to Jan 2017, Mo Deferment has been glven by
the State Govt after that and the request for the same has been
glven by the company for further deferment. and company has not
paid the amount of instalment of loan and interest after lanuary
2017 tll the finalisation of the report. The State Government has
given deferment for the year 2020-21 il 2021-22

Statements of facts, comments not
reguired,

(b

No money was raised by way of initial public offer or further public
offer during the year. The amount raised by the term loans from
the Government of Himachal Pradesh has been utilised for the
purpose it was ralsed during the vear under review. The company
has raised CC limit of Rs 200 Lakh for working capital from KCC8,
secured by charge on Plant & Machinery. However, we could not
gel any evidence of utilisation of limit, so cannot comment,
whether it has been used for the intended purpose.

Statements of facts, comments not
r e,

|‘ﬂ

During the course of our examination of the books and records of
the Company, carried out in accordance with the genarally
accepted auditing practices in Indla, and according to the
infermation/ explanation given to us, we have neither come
across any instance of material fraud by the Company or an the
Company by its officers ar employees, noticed or reported during
the year, norhave we have been informed of any such cases by the
management except in the year 2015 at Renukaji HEP and the

same is pending with State Vigilance.

Statements of facts, comments not
reguired.




ANNLUAL REPORT 2018-2020

)

)

This being a government company Section 197 of thae Act is not
applicable.

Statements of facts, comments not
required.

1% company is not 2 Nidhi Company.

Statements of facts, comments not

required.

il As per information available to us all transactions with related

parties are in compliance with Section 177 & 188 of the
Companies act 2013, wherever applicable and the details have
been disclosed in the Financial Statements etc. as required by the
‘applicable Accounting Standards,

Statements of facts, comments not

required,

(vl As informed by the management, the company has not made any

preferential allotment to private placement of shares or fully
convertible debantures during the year under review.

Statements of facts, comments not
required.

fvl As informed to us the company has not entered in to any non-cash

transaction with directors or persons connected with him,

lovi)l Section 45-1A of the Reserve Bank of India Act, 1934 is not

applicable to the company
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ANNEXURE 2 TO THE AUDITORS' REPORT
Annexure referred to in our report of even date to the members of Himachal Pradesh Power Corporation Limited on
the accounts for the year ended 315t March 2020

Mrections

Action Taken

Impact on

{ (1)

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

According to the information and explanations
given to us and based on our audit, the Company
has a system in place to process the accounting
transactions through M M Module, Project
System, Human Capital Module and Financial and
Controlling Meodule through' 1T system and for
this purpose SAP-ERP has bean Implemented by
the Company, Period end Financial Statements
are compiled offline based on balances and
transactions generated from such SAP-ERP
system for the purpose of preparing the
Accounting transactions lor sale of power is hot
generated though Sales and distribution Module
and belng directly posted in FI Module. Wi havo
neither been informed nor have we come across
during the course of our audit' any accounting
transactions which have been processed outside
the IT system having Impact on the integrity of the
accounts.

The company has maintained separate Data
Centre but does not have Disasier Recovery
Centre. Also, the cost of land in balance sheat is
different in SAP and balance sheet due to
uploading of deposits with Court to Costof land in
Balanco sheat.

financlal siatement
Ml

(2

Whether there iz any
restructuring of an existing
loan or cases of waiver/writa
No such case come off of
debts/loans/interest etec.
made by a lender to the
company due to the across
during

if yes, the financial impact
may be stated, company's
inability to repay the loan?

The State Government Loan: has been
restructured for repayment of loan and interest
uptoJan 2007 4l the year 2018-15.

The Company had requested the State
Government for further deferment in the month
of September 2020. The State Government has
deferred anly the dues for the year FY 2020-21 tll
FY2021-22;

| 3

Whether funds received/
recelvable for specific
schemes from Central/State
agencies were properly
accounted forfutilized as per
its term and conditions?
acrossduring

List the cases of deviation.

The Funds received for Renukaji Project and
Gyspa Project has been properly accounted for
except the interest earned on the short term
deposit from the surplus fund has been
accounted for as the Income of the corporation
instead of the crediting the same to the amount
payable to the central / State Government. Refer
Para C 14{ii) of the main audit . Mo Information in
respect of imterest earmed on the short term

The Amount payable to
the Central/state |s
understated to  the
extent of interest
earned on the short
Term investment.
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Inmvestment has been provided to us. As there s
significant difference in expendituré incurred as
per last year report & this vear report, matter will
be examined during next year audit at unit level

(4)

Whather land ascquisition is
imyolved in setting up the new
projects report whether
settlement of dues done
expeditdously and in
transparent manner.

The [and has been acquired at Renukajl Dam, All
the payments on account of settlement has been
transfierred to the LAQ.,

However, a sum of Rs 188 49 crores has not been
pald till the close of the year and provision for the
same has been made in the books of accounts.
Which has been reversed this year,

Rectified in current wear
accounts.

(5)

How much cost has been
incurred on abandoned
projects and of this how
much cast has been written
off

Reported by last year auditors, the Corporation
has abandoned the, Tidong HEP and Sunni
Project. The Amountincurred on Tidong project is
being shown as recoverable from the Directorate
of Energy and the amount has not being written
off the by the Management. The Corporation has
written off Rs. 41.26 Lakh as amotnt
recoverable from SIVNL an account of cost of the
Sunnl Project.

il

(6]

Indicata Whether the
company has efficient system
for monitoring and adjusting
advances to contractors/
supplier. Highlight the
Slgnificant instances of
failure of the System ifany

The company has proper system of adjusting the
advances to suppliers, except in following cases:-

1-Patel Engineering
Due to non completion of the percentage of the

work completed by the Contractor
2-HCC Limited

Due court case involved

3 Costal Projects
Company in Liguidation at NCLT,
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ANNEXURE 3
Report on the Internal Financial Controls under Clause (i) of Subsection 3 of Section 143 of the Companies
Ack, 2013 ("the Act")
We have audited the internal financial controls ower financial reporting of HIMACHAL PRADESH POWER
CORPORATION Limited ("the Company”) as of 31 March 2020 in conjunction with our audit of the Stand alone
financial statements of the Company for the year ended on that date.

E Auditors Report | Ranply

(1] | Management's Responsibility for inmternal Financial Controls
The Company's management is responsible for establishing and maintaining No comments.
imternal financial controls based on the internal control over Anancial reporting
criteria established by the Company considering the essential components of
internal control stated in the Guidance Note on Audif of Internal Financial Controls
Ower Financial Reporting issved by the Institute of Charterad Accountants of India
("ICAI). These responsibilities include the design, implementation and
maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including
adherence to company's policies, the safeguarding of its assets, the prevention and
detection of frauids and errors, the accuracy 2nd completeness of the acoounting
records, and the timely preparation of reliable financial information, as required
under the Companies Act, 2013.

{2) | Auditors' Responsibility
Our responsibility s to express an opinien on the Company’s Internal financlal No comments.
controls over financial reporting based on our audit. We conducted our audit in
accordance with the Guidonce Note on Audit of Interal Financial Controls over
Financial Reporting (the "Guldance Note"] and the Standards on Auditing, |ssued
by ICAl and deemed ta be prescribed under section 143(10) of the Companies Act,
2013, to the extent applicable to an audit of internal financial contrals; both
applicable 10 an audit of Internal Financial Controls and, both issued by the
Institute of Chartered Accountants of India. Those Standards and the Guidance
Mote require that we comply with ethical requirements and plan and perform the
audlt to ebtain reasonable assurance about whether adequate Internal financlal
controls over financial reporting was established and maintained and i such
controls operated effectively in all material respects.

Dur audit invalves performing procedures. to obtain audit evidente about the
adequacy of the internal financial controls systom over finandal reporting and
their operating effectivensss. Our auwdit of internal Anancial controls over financial
reporting included obtaining an understanding of internal financial controls over
financlal reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal contral based on
the assessed risk. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the Rnanicial
statements, whether due to fraud or error,

We believe that the dudit evidence we have obtained is sufficlent and appropriate
to provide a basis for our audit opinion on the Company's internal financial controls
system over financial reporting.

Meoaning of Intarnal Financial Controls Over Finapcial Reparting Statements of facts,
Acompany'sinternal financial coptrol over financial reporting is a processdesigned | comments not
to provide reasonable assurance regarding the reliability of financial reporting and | required.
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the preparation of Ananclal statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal financial control
over financial reporting includes those policies and procedures that (1) pertain to
the maintenance of recards that, In reazonable detail, accurately and fairly reflact
the transactions and dispositions of the assets of the company; (2} provide
reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the company are
being made only in accordance with authorisations of management and directors
of the company; and (3] provide reasonable assurance regarding prevention or
timely detection of unauthorised acquisition, use, or disposition of the company’s
assets that could have a material éffect on the financial statements.

Inharent Limitations of intermal Financal Cantrals Ower Financial Reporting Statements of facts,
Bacause of the inherent limitatfons of internal financlal controls over financial | comments not reguired.
reporting, including the possibility of collusion or improper management override
of controls, material misstatements due to error or freud may occur and not be
detected. Also, projections of any evaluation of the internal financial controls over
financial reporting to future periods are subject to the risk that the internal
financial control over fnanclal reporting may become inadequate becauze of
changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorale.

Opinlon

In our opinion, the Company has, in all material respects, an sdeguate internal | Syggestions related to

financlal controls system over financlal reporting and such internal financlal | strengthening of

controls aver financial reporting were operating effectively as at 31 March 2020, | internal control system

extept in the areas given below based on the intermal control over financial | have been noted for

reporting criteria established by the Company considering the essential | futyre compliance

components of internal control stated in the Guidance Mote on Audit of Internat

Financial Controls Over Financial Reporting issued by the Institute of Chartered

Accountants of India.

However, company neads to further strengthen the in the control system in the

following areas:

- Maklng preparation of financial statements on SAP instead of Excel sheets.

- Implementation and Compilance of Indian AS at unit favel to ensure the
compliance of the Indian A% on the company 45 a whole.
Classification of account heads in 5AP according to the disclosure and
classification requirements of the Schedule i of the companies act 2013 and
requiremants of the ind AS
Harmonisation in creation of account heads at Corporate Level in relation to
advances, liabilities and vendors according to the nature of expenditure so
that no duplication of account code exits and only single account code fs
allotted to individuzal vendors in the company as a whole,

= Payment to contractors strictly on the basis of authorisation of the BOD.

- Option of marking of dearing entries in the SAP should be followed by all
the accounting units in respect of current as well as old accounting entries.

= Scrutiny of old Earnest Money Deposits, security deposits, Retention money
and othar payables o contractors,

- Capitalisation of Capital Work in Progress  In tmely and efficient manner.

= Reconcifiation of retro entries in SAP for CPT Module.

- Payment to Contractors of Additional Advance/ Advance Against Retention
Money and Its accounting treatment.

- Recovery of delay damages from the contractors and accounting: thereof
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- Provision of Expenses should be made on realistic basis and the payment in
subsequent financial year should be adjusted from the provision only.

- Long Term Advances and Deposit Work shauld be regularly reviewed and
accounted for where the significant work has been completed.

Accounting of Provision ts respect of doubtful advances and other

recoverable,

= Rewiew of Negative Balances in liabillties and azsets heads.

- Accounting of EMD in the nature of FDR in the books of aceounts.

= Recording of financial entries in foreign exchange also where the advances,
ratention money and suppliars dues are payable in other currency also.

= Investing of idle funds at HEP in SWEAP Bank accounts to earn bank interest

- Reversing the Cheques/ Naft Entries for which the Limitation period is over.

- Accounting of Inventories in hand at project site at the close of the year,

- Liability en account of GST should be as per the requirements of the Goods
and Service Tax Act.

- Accounting Staffy Officers at Unit Level should be regularly trained in respect
of the Indian Accounting Standards and other Accounting concepts and
conventions while preparing the Financlal Statements.

= Entry in 5AF to be made only upon 3 transaction s executed not at the time
supply order iz placed a5 we have noticed such Instance, This will reduce
chances of expenses being booked twice.

We have considered the areas of improvement identified which needs further
strengthening as reported above in determining the nature, Bming, and extent of
audit tests applied in our audit of the March 31, 20205tand slone financial
statements of the Company. However, these areas of improvement do not affect
our opinion on the Stand alone financial statements of the Company.
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Government of India
Indian Audit and Accounts Department
Principal Accountam General { Audit)
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AL PRADESH POWER CORPORATION LTD, ANNUAL REPORT 2019-2020

Comments of the Comptroller and Auditor General of India under Section 143 (&) (b) of
the Companies Act, 2013 on the standalone financial statements of Himachal Pradesh
Power Corporation Limited for the year ended 31 March 2020.

The preparation of financial statements of the Himachal Pradesh Power Corporation Limited for the year
ended 31 March 2020 in accordance with financial reporting frame work prescribed under the Companies
Act, 2013 is the responsibility of the management of the company. The statutory auditors appointed by the
Comptrofler and Auditor General of india under Section 139 (5) or 139 (7) of the Act are responsible for
gxpressing opinion on the financial statements under Section 143 of the Act based on independent audit in
accordance with the standards on auditing prescribed under Section 143 (10) of the Act. This is stated to
have been done by them vide their Audit Report dated 31st March 2022

I, on the behalf of the Comptroller and Auditor General of India, have conducted a suppglementary audit of
the financial statements of Himachal Pradesh Power Corporation Limited for the year ended 31 March 2020
under Section 143 (6) (a) of the Act. This supplementary audit has been carried out Independently without
access to the working papers of the statutory auditors and is limited primarily to inquiries of the statutory
auditors and company personnel and a selective examination of some of the accounting records.

Based on my supplementary audit, | would like to highlight the following significant matters under
Section 143 {6) (b) of the Act which have come to my attention and which in my view are necessary for
enabling a better understanding of the statemants and the ralated audit report.

Statement of Profitand Loss
1.0ther expenses— 27.11 crore [ Note 2.33)

The above has been understated by 17.84 crore due to non creation of provision for payment of damagesto
land in the Kashang Hydel Electric Project of HPPCL Consequently, the loss for the year has been
understated to the same extent.

2. Notes To Financial Statements

Reference [s invited to note no 2.72 regarding Renukaji Dam project (RDP), The Notes does not disclose that
now Government of India has released Rs. 1037.92 crore and the funds will be grant component of central
assistance undr "Accelerated Irrigation Benefit Programma" (AIBP) capital assets under Pradhan Mantri
Krishi Sinchayee Yojna for the state annual plan 2021-22.

3. Independent Auditor's Report

Referance is invited to point no 4 (1ii) (d) of Auditors Report. The Auditor,s Report in the matter is deficient to
the extent that now the application has been admitted by the National Company Law Tribunal as |.A No.12 of
2022,

For and on the behalf of the
Comptroller and Auditor General of India
Place: Shimla
Date : 23-08-2022
Sd/f-
Principal Accountant General [Audit)
Himachal Pradesh, Shimla
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Reply of the Comments of the Comptroller and Auditor General of India under Section

143(6) (b) of the Companies Act, 2013 on the standalone financial statements of
Himachal Pradesh Power Corporation Limited for the year ended 31 March 2020.

Comments of CEAG

Reply by the HPPCL Managemont

Statement of Profit and Loss

Dther expenses — Rs. 27.11 Crore [Mote 2.33)

The above has been understated by 17.84 crore due o
ron creation of provision for payment of damages to land
in the Kashang Hydel Eleciric Project of HPPCL,
Consequenthy, the loss for the year has been understated
to the same extent.

In this context, it ks brought out that meeting was
held on 17.10.2019 under the Chairmanship of
Chiel Secretary to Govt, of HP wherein the various
issues related to projects were discussed in detail
with the concerned Deputy Commissioners,
Division Forest Officers and other related HoD,
During the meeting, the damages occurred due to
flushing of water through SFT was discussed
under part (B) 5rNo.2 and it was decided that
HPPCL is ready to restore the damages and the
forest department may withdraw the claim. The
views of the HPPCL have been agreed by the
forest department.

In view of the decision taken by the High Power
committes &the restoration work shall be carried
out over the period of more than one year,
therefore, the provision of s, 17,84 Crore hias not
been made in the books of accounts in the FY.
underaudit.

Motas (o Financlal Statements

Reforence is invited to note no 2.72 regarding Renuka ji
Dam project (RDP). The Notes does not disclose that now
Government of India has released Rs. 1037.92 crore and
the funds will be grant component of Central Assistance
under “Accelerated Irrigation Benefit Programme” (AIBP)
capital assets under Pradhan Mantr Krishi Sinchayee
Yajna for the state annual plan 2021-22.

The required disclosure has been given In the
Director's Repoart annexed with the Annual
Accauntsfor the FY 2019-20.

ndapendent Auditor's Report

Reference s invited to point no 4 (Hi){d] of Auditors
Report. The Auditor’s report in the matter is deficient to
the extent that now the application has been admitted by
the National Company Law Tribunal as |LA. Mo, 12 of 2022,

Comments not required.
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{ Shongtong Karchham HEP (450MW) - Diversion Tunnel Inlet



Sainj HEP 100-MW Down Stream view of Barrage
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HIMACHAL PRADESH POWER CORPORATION LIMITED
L& SEe Gat, Lindertaking)
Registered Office : Himfed Building, BCS, New Shimla, Himachal Pradesh-171009
Tel. : +91-177-2670716
Website : www.hppcl.in
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