INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF NHPC LIMITED

Report on the Consolidated Financial Statements

We have audited the accompanying Consolidated Financial Statements of NHPC LIMITED
(hereinafter referred to as “the Holding Company”) and its subsidiaries (the Holding Company and its
subsidiaries together referred to as “the Group”) its associates and jointly controlled entities,
comprising of the Consolidated Balance Sheet as at 31st March, 2015, the Consolidated Statement of
Profit and Loss, the Consolidated Cash Flow Statement for the year then ended, and a summary of
the significant accounting policies and other explanatory information (hereinafter referred to as “the
Consolidated Financial Statements”),

Management’s Responsibility for the Consolidated Financial Statements

The Holding Company’s Board of Directors is responsible for the preparation of these Consolidated
Financial Statements in terms of the requirements of the Companies Act, 2013 ("the Act”) that give a
true and fair view of the Consolidated financial position, Consolidated financial performance and
Consolidated cash flows of the Group and Jointly controlled entities in accordance with the accounting
principles generally accepted in India, including the Accounting Standards specified under Section
133 of the Act, read with Rule 7 of the Companies(Accounts) Rules, 2014. The respective Board of
Directors of the companies included in the Group and its jointly controlled entities are responsible for
maintenance of adequate accounting records in accordance with the provisions of the Act for
safeguarding the assets of the Group and for preventing and detecting frauds and other irregularities;
the selection and application of appropriate accounting policies: making judgments and estimates that
are reasonable and prudent: and the design, implementation and maintenance of adequate internal
financial controls, that were operating effectively for ensuring the accuracy and completeness of the
accounting records, relevant to the preparation and presentation of the Financial Statements that give
a true and fair view and are free from material misstatement, whether due to fraud or error, which
have been used for the purpose of preparation of the Consolidated Financial Statements by the
Directors of the Holding Company, as aforesaid.

Auditor’s Responsibility

Our responsibility is to express an opinion on these Consalidated Financial Statements based on our
audit. While conducting the audit, we have taken into account the provisions of the Act, the
Accounting and Auditing Standards and matters which are required to be included in the Audit Report
under the provisions of the Act and the Rules made there under,

We conducted our audit in accordance with the Standards on Auditing specified under Section
143(10) of the Act. Those Standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the Consolidated Financial
Statements are free from material misstatement.
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An audit involves performing procedures to obtain audit evidence about the amounts and the
disclosures in the Consolidated Financial Statements. The procedures selected depend on the
auditor’'s judgment, including the assessment of the risks of material misstatement of the
Consolidated Financial Statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internai financiai controi reievant to the Hoiding Company’s preparation of the
Consolidated Financial Statements that give a true and fair view in order to design audit procedures
that are appropriate in the circumstances but not for the purpose of expressing an opinion on whether
the Holding Company has an adequate internal financial controls system over financial reporting in
place and the operating effectiveness of such controls. An audit also includes evaluating the
appropriateness of the accounting policies used and the reasonableness of the accounting estimates
made by the Holding Company's Board of Directors, as well as evaluating the overall presentation of
the Consolidated Financial Statements.

We believe that the audit evidence obtained by us and the audit evidence obtained by the other
auditors in terms of their reports referred to in sub-paragraph (a) of the Other Matters paragraph
below, is sufficient and appropriate to provide a basis for our audit opinion on the Consolidated
Financial Statements.

Opinion

In our opinion and to the best of our information and according to the explanations given to us, the
aforesaid Consolidated Financial Statements give 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, of the Consolidated state of affairs of the Group and jointly controlled entities as at
31st March, 2015, and their Consolidated profit and their Consolidated cash flows for the year ended
on that date.

Emphasis of Matter

We draw attention to the following matters in the Notes to the Consolidated Financial Statements:

a) Explanatory Note of Note No. 7 to Consolidated Financial Statements, which describes about
the stay from Hon'ble High Court of Delhi against the implementation of stoppage of Personal
Pay Adjustment (fitment benefits) recovery from below Board Level Executives and also
about the confirmation of directions of Competent Authority effecting such recoveries w.e.f.
01.02.2014 which is still pending with the Ministry of Power (MoP).

b) Note No. 11 para 2 to Consolidated Financial Statements read with Note No. 29 para 12,
which describes uncertainty about the outcome of the projects under survey and investigation
stage. Expenditure incurred for conducting Survey & Investigation on such projects are being
carried forward as these projects are under investigation/ pending clearance/or financial
assistance with various authorities.

c) Note No. 29 para 4 to the Consolidated Financial Statements, which describes the uncertainty
related to the outcome of the claims/ arhitration proceedings and lawsuit filed by/ against the
Company on/ by contractors and others. In some of the cases the arbitration award has been
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decided against the company/ lost in lower courts and the company is pursuing the matter in
higher courts. Management does not envisage any possible outflow in respect of decisions
against the company other than those already provided for in the books of account.

Note No. 29 para 7(a) to the Consolidated Financial Statements about the various balances

which are subject to reconciliation / confirmation and respective consequential adjustments.

Note No. 29 para 11 to the Consolidated Financial Statements about the Kotlibhel-1A project,
the fate of which is pending adjudication before the Hon'ble Supreme Court of India.

Note No. 29 para 26 read with Significant Accounting Policy No. 4 to the Consolidated
Financial Statements regarding earlier adoption (duly permitted) of Guidance Note on
Accounting for Rate Regulated Activities issued by The Institute of Chartered Accountants of
India.

Our opinion is not modified in respect of these matters.

Other Matters

We did not audit the Financial Statements / Financial Information of the following subsidiaries
and jointly controlled entities whose Financial Statements / Financial Information reflect the
details given below of total assets as at 31 March 2015, total revenues and net cash flows
for the year ended on that date to the extent to which they are reflected in the Consolidated
Financial Statements:

(Rs. in crores)

Name of the Companies Total Total Net Cash
Assets Revenues Flows

Subsidiaries:
NHDC Ltd. 8117.77 1548.85 711.75
Bundelkhand Saur Urja Ltd. 1.14 0.00 1.00
Joint Venture:
Chenab Valley Power Projects (P) Ltd. 502.92 0.00 -11.47
National Power Exchange Ltd. 6.89 0.55 6.74
National High Power Test Laboratory (P) Ltd. 234.42 0.00 16.37
Total 8863.14 1549.40 723.39

These Financial Statements / Financial Information have been audited by other auditors whose
reports have been furnished to us by the Management and our opinion on the Consolidated
Financial Statements, in so far as it relates to the amounts and disclosures included in
respect of these subsidiaries and jointly controlled entities, and our report in terms of sub-
sections (3) and (11) of Section 143 of the Act, insofar as it relates to the aforesaid subsidiaries
and jointly controlled entities is based solely on the reports of the other auditors.




b) We did not audit the Financial Statements / Financial Information of the following subsidiary
whose Financial Statements / Financial Information reflect the details given below of assets
as at 31st March 2015, total revenues and net cash flows for the year ended on that date to
the extent to which they are reflected in the Consolidated Financial Statements:

Kisnes oF e Bommaniss Total Total Net Cash
P Assets Revenues Flows
Subsidiary:
Il:?dktak Downstream Hydroelectric Corporation 136.38 4.03 1147
Total 136.38 4.03 -11.47

These Financial Statements / Financial Information are unaudited and have been furnished to
us by the Management and our opinion on the Consolidated Financial Statements, in so far as it
relates to the amounts and disclosures included in respect of these jointly controlled entities,
and our report in terms of sub-section (3) of Section 143 of the Act in so far as it relates to the
aforesaid jointly controlled entities, is based solely on such unaudited Financial Statements /
Financial Information. In our opinion and according to the information and explanations given to
us by the Management, these Financial Statements / Financial Information are not material to
the Group.

Our opinion on the Consolidated Financial Statements, and our report on Other Legal and
Regulatory Requirements below, is not modified in respect of the above matters with respect to
our reliance on the work done and the reports of the other auditors and the Financial
Statements / Financial Information certified by the Management.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order, 2015 (“the Order”) issued by the Central
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 the paragraph 3 and 4 of the Order, to the
extent applicable.

2. The Comptroller and Auditor-General of India has issued directions indicating the areas to be
examined in terms of sub-section (5) of section 143 of the Companies Act, 2013, the compliance of
which is set out in Annexure Il

" 3. As required by Section143(3) of the Act, we report, to the extent applicable, that:

a) We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit of the aforesaid
Consolidated Financial Statements.




b)

d)

e)

In our opinion, proper books of account as required by law relating to preparation of the
aforesaid Consolidated Financial Statements have been kept so far as it appears from our
examination of those books and the reports of the other auditors.

The Consoiidated Balance Sheet, the Consoiidated Statement of Profit and Loss, and the
Consolidated Cash Flow Statement dealt with by this Report are in agreement with the
relevant books of account maintained for the purpose of preparation of the Consolidated
Financial Statements.

In our opinion, the aforesaid consolidated financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies
(Accounts) Rules, 2014.

On the basis of the written representations received from the directors of the Holding
Company as on 31st March, 2015 taken on record by the Board of Directors of the Holding
Company and the reports of the statutory auditors of its subsidiary companies and jointly
controlled companies incorporated in India, none of the directors of the Group companies and
jointly controlled companies incorporated in India is disqualified as on 31%'March, 2015 from
being appointed as a director in terms of Section 164 (2) of the Act;

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
our information and according to the explanations given to us:

i) The consolidated financial statements disclose the impact of pending litigations on
the Consolidated Financial position of the Group and jointly controlled entities— Refer
Note 29, para 4 to the Consolidated Financial Statements.

ii) The Group, its associates and jointly controlled entities did not have any material
foreseeable losses on long-term contracts including derivative contracts.

iii) There were no amounts which were required to be transferred to the Investor
Education and Protection Fund by the Holding Company and its subsidiary
companies and jointly controlled companies incorporated in India.

For.S:N:Nanda & Co.
Chartered Accountants

OOOSBSX
C?éav Nanda)
artner

M. No. 500417

Place: New Delhi

For Gupta Gupta & Associates
Chartered Accountants
(FR No: 001725N)

M ._'Np. 085074

Date: 29" day of May 2015
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Eors N. Dhawan & Co.

?h rtered }\ccountants
TFR No: 000050

——(CA Suresh Seth)
Partner
M. No. 10577

For Ray and Ray
Chartered Accountants
(FR No: 301072E)

(CA Bartin K. Ghosh
Parfner
M. No. 051028



Annexure-| referred to in paragraph 1 under the heading “Report on Other Legal and
Regulatory Requirements” of our report of even date:-

1.

2

In respect of Fixed Assets:

(a) The company, its subsidiary and jointly controlled companies have maintained records
showing full particulars including quantitative details and situation of fixed assets.

(b) The fixed assets, except in case of land in certain units of holding company, have been
verified by the management /outside agencies. In our opinion, the frequency of such
verification is reasonable having regard to the size of the company and nature of assets.
As per the information given to us by the management, no material discrepancies as
compared to book records were noticed in respect of fixed assets physically verified
during the year.

In respect of Inventories:

a) The inventory has been physically verified by the respective Managements of the Holding
Company, its subsidiary and jointly controlled companies during the year in respect of
those companies which are holding inventory. In our opinion, the frequency of such
verification is reasonable.

b) In our opinion, the procedures of physical verification of inventory followed by the
respective Managements of the Holding Company, its subsidiary and jointly controlled
companies are reasonable and adequate in relation to the size of the aforesaid Holding
Company, its subsidiary and jointly controlled companies incorporated in India.

¢) On the basis of our examination of the inventory records and the reports of the other
auditors, in our opinion, the Holding Company, its subsidiary and jointly controlled
companies are maintaining proper records of inventory. The discrepancies noticed on
physical verification of inventory of the aforesaid Holding Company, its subsidiary and
jointly controlled companies incorporated in India as compared to the respective book
records were not material.

The company, its subsidiary and jointly controlled companies incorporated in India have not
granted any loans, secured or unsecured to the companies, firms or other parties covered in
the register maintained under section 189 of the Companies Act, 2013, In view of this, sub-

clauses (a) and (b) of clause (iii) of the order are not applicable.

In our opinion, and according to the information and explanations given to us, and the reports
of the other auditors on the subsidiary and jointly controlled companies as furnished to us,
there is an adequate internal control system commensurate with the size of the Holding
Company, its subsidiary and jointly controlled companies and the nature of its business for
the purchase of inventory and fixed assets and for the sale of goods and services. Further,
on the basis of our examination of the books and records of the aforesaid Holding Company
and the reports of the other auditors on the subsidiary and jointly controlled companies as
furnished to us, and according to the information and explanations given to us, we have
neither come across, nor have been informed of, any continuing failure to correct major
weaknesses in the aforesaid internal control system.




5. The company, its subsidiary and jointly controlled companies have not accepted any deposit
from public within the meaning of sections 73 to 76 or any other provisions of the Companies
Act, 2015 rules made there under.

8. The Company and its one subsidiary, NHDC Ltd. have made and maintained cost accounts
and records specified by the Central Government under section 148(1) of 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 or complete. .

7. Inrespect of Statutory Dues:

a) According to the information and explanations given to us and on the basis of our
examination of the records of the Company, its subsidiary and jointly controlled
companies, amounts deducted/accrued in the books of accounts in respect of, undisputed
statutory dues including provident fund, income tax, sales tax, wealth tax, service tax,
duty of custom, duty of excise, value added tax, cess and any other material statutory
dues have generally been regularly deposited with the appropriate authorities. We are
informed that the Employees’ State Insurance Scheme is not applicable to the Company.
According to the information and explanations given to us, no undisputed demand
payable in respect of aforesaid statutory dues was in arrears, as at 31% March, 2015 for a
period of more than six months from the date they became payable.

b) According to the information and explanations given to us and as per the records of the
company, its subsidiary and jointly controlled companies, the following dues of income
tax, sales tax, entry tax and duty of custom have not been deposited on account of

dispute:-
(Rs. in Crores)
Name of the Nature of the — Year to which Forum where dispute is
Statute dues it pertains pending
0.07 2007-08
Income tax Act, 1961 IniEomEr T 0.01 2008-09 ITO, Dehradoon
0.02 2009-10
2005-06 to HP VAT Tribunal Dharmshala Camp
HP VAT Act 2005 Sales tax 5.78 2009-10 Shifiila.
J & K General Sales Sales Tax Appellate Tribunal,
Tax Act 1962 Sales tax 245.61 1994-95 St
J & K General Sales
Tax Act 1962 Sales tax 0.2156 2010-11 CTO, Baramulla
HC, Kolkata (last heard on
Customs Act,1962 Custom Duty 2.01 2004-2005 28.02.2005)
0.14 2006-07
0.76 2007-08 PTI— o
WB VAT Act, 2005: Sales Tax 0.43 2008-09 r.om Om';':'“s;or?er ek
0.07 2009-10
0.15 2010-11
Entry tax on addition
M.P. Entry Tax Act | 0 Fixed Assetdueto |4 g 2008-09 MPCT Appellate Board
exchange rate variation
and other additions.




¢) As per the records of the company, its subsidiary and jointly controlled companies and
according to information and explanations given to us, no amount is required to be
transferred to Investor Education and Protection Fund (IEPF) in accordance with the

provisions of section 205C of the Companies Act, 1956 read with the |IEPF (Awareness
and Protection of Investors) Ruleg, 2001,

8. The Company, its subsidiary and jointly controlled companies do not have any accumulated

losses at the end of the financial year and has not incurred cash losses in the financial year
covered by our audit and in the immediately preceding financial year.
However, one joint venture, National Power Exchange Ltd, as reported by its Auditor this
company has total of Rs. 6,26,76,278.92 accumulated losses as on 31% March 2015 which is
less than 50% of its total Net Worth of Rs. 13,12,73,300. This company has incurred Rs. NIL
cash loss during this financial year, which in the immediately preceding financial year was Rs.
3,88,980.

9. Based on our audit procedures and according to the information and explanations given to us,
we are of the opinion that the company, its subsidiary and jointly controlled companies have
not defaulted in repayment of dues to financial institutions, banks or debenture holders.

10. In our opinion and according to the information and the explanations given to us, the
Company, its subsidiary and jointly controlled companies have not given any guarantee for
loans taken by others from bank or financial institutions.

11. In our opinion and according to the information and the explanations given to us, and on
overall examination of the Balance Sheet of the Company, and based on the reports of
the other auditors of the Holding company’s subsidiaries and jointly controlled companies, in
our opinion, we report that term loans have been applied for the purpose for which they were
obtained.

12. In course of our examination of the books and records of the Company carried out in
accordance with the generally accepted auditing practices in India, and according to the
information and explanations given to us and based on the reports of the other auditors, we
have neither come across any instance of material fraud on or by the Holding Company, its
subsidiaries and jointly controlled companies, noticed or reported during the year, nor we
have been informed of any such case by the Management of the aforesaid Holding Company
or reported in the audit reports of its subsidiaries and jointly controlled companies.

WAR S

For §.N. Nanda & Co. For Gupta Gupta & Associates For S.N. Dhawan & (Eo
Chartered Accountants Chartered Accountants Cha ered Accoun{
(FR/\o: 000685 (FR No: 001728N) (FR No: oooo
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(//w s KT .

(CA Ggurav Nanda ) (GA R K Gupta) resh Seth) (CA Barun Kr. Ghosh)
Partner Partner Partner Partner
M. No. 500417 M. No. 085074 M. No. 10577 M. No. 051028

Place: New Delhi
Date: 29" day of May 2015
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