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INDEPENDENT AUDITOR'S REPORT 

I (1, 


r!1::: -:;hllclll'lc!ers 

(;\IR JiI'pCr I(arnali l/ydrupc1I\cl /.ill1ilc:Li 

CllakuPill. Lalirpur. Nepal 


\\'e havc audiled the llccompanying i)a/,Iilcc sheet ot'tile CiVIl< Upper l<arnali HYllropowcr Limited a~ pC 
31 tv/arch 201 land profit & Loss Ac'counl llnd Cash Flo\\' Statemenl fell' the period then cnckcL These 
financial statements are the respoJlsibility or the CO!llIXlI1Y'S ITIHnagelllcnt. Our responsibility is [0 express an 
opinion on these Jinancial staTements h,lscd on tl~lr audit. 

We conducted our audit in <lccord21llec with l\epal Slandards on i\~lditinQ. Those Standards require that \ve 
plan and perform the audit to obtain reasonable assurance about 'whether the financial st8lel1len(s are fi'ee of 
material misstatement. An audit includes examining. 011 a rest basis. evidence :>upportillg the amounts and 
disclosure:; in the i'inancial statement-so An audit nbl) includes assessing the accounting principles used and 
significa,nt estimates made by management, as \vell ,!S evaluatil1g the overall linancial statement 
preselltation, We believe that our audit provides a re<lsonabk basis for our opinion and we report that: 

i) 	 We have obtained all the infonmtion ,rnel explanations, which to the best of Our knowledge ::md 
belief were necessary for the purpose or our audit. 

Ii) 	 In our opinion, t~1e company has kept proper b(lOks oi: :lCCt)llnts as rc:quircd by law 50 t~lr as appears 
ii'oJ)) our examination of those books. 

iii) 	 The Balallce Sheet Profit & lo:,s Account and Cash Flow SlalemcIH dealt by this report are ill 
agreement '.vitl1 the bonk:; () f aCc,1111l1. 

iv) 	 in our opinion, and to the best of our illt~)rnJati~)n Crnd according [(l the explanalio!l:) gi\'C11 t() us. the 
ilCl'OLJlllS give' the in((!rInatioll rc,juired j,y (\1;:: Ct)Jlll'ani:~; .'\et ill the IlWI11ler SCl n:-quired <Illd gi\e a 
trLIL' ~:!lLi C:-lir \ iel\·, 

a) In the case of Llillance Sheet. ",'lhe st~!ll' ,'d arbi!'s ~IS ,It] I Marcil ::111/. 
b) Jn the C:1SC of ProD! and Loss i\ (COUlll. f_()~S (,,)I" rhe year ended :, liv1 arch 201 I and 
c) [n the case orC(1sh flow SWlclllcnL «1:;i1 illflpl\'iOllHlolV I()r the year ended:; 1 \larch 20L Land 

v) 	 J'\either we have come acro~~ an) or the information ,1bollt 11lc Illi:;appropri:ltioll (If fund by Ihe 

directors or ,my of the representative or cOlnpal1Y's staffs during; lhe course of our audit nor have \ve 

received :iny such information from the marugcrI1cnt. 

III (lUI' llilinioll. the finanei,·" :ilaLCIllCIlt~ .~i\·(' ,~I tn:.:: :li'id 1:'1ir '. ie\\ or [hL' fi!w:,(ia! P'.l~ilil'll ur til: C,)JllpaIlY ~!S 

ill J 1 \larch 20 II and of Jin<lllciul pCrfOrIllJIl(C' I~,r the IXri,)d lilcl1 <:::](.1('(1. 

[-"or Sui,11l K,1tk & Associates 
{ 'harre.red.~-lc(·ot{nitlnl.\ 

.,,,,.' 
Sui,,!!l KLII·! r Kaile, l:C ,\ 
D~lk: \ 1:1,,,'., ". ::'O! i 
]'1<1<'c i<J( llf;ndlL Nepal 



GMR Upper Kamali Hydropower Limited 

Balance Sheet as at 31st March'11 
Amount in NPR 

• Sources of Funds: 

1. Shareholders' Funds 

(a) Capital 

2, Share Application Money Pending Allotment 

Total 

III. Application of Funds: 
1, Fixed Assets 

(a) Gross Block 
(b) Less: Depreciation 

(c) Net Block 

(d) CWIP (including capital advances) 

2. Current Assets, Loans and Advances 

(a) Cash and Bank Balances 
(b) Sundry Debtors 

(c) Interest accrued but not due 

(d) Loans and Advances 

Less: Current Liabilities and Provisions 

(a) Liabilities 

(b) Provisions 

Net Current Assets 

3. Profit and Loss Account 

Total 

Statement on Significant Accounting policies and 
Notes to the Accounts 

5ch, 31st March'11 
No. 

, 

1 15,000,000 

453,436,467 

468,436,467 

3 

16,292,533 
1,621,214 

14,671,319 

4 429,809,974 

5 38,851,850 

6 276,920 

6 5,798,177 
44,926,947 

7 . 25,724,919 

7 327,571 
26,052,490 

18,874,457 

2 5,080,717 

468,436,467 • 

9 

31st March'10 

15,000,000 

212,069,028 

15,173,809 

963,249 

14,210,560 
333,226,189 

1,390,152 
. 

113,364 

8,243,012 

9,746,528 

131,148,471 

347,740 I 
131,496,211 

(121,749,683) 

1,381,961 

227,069,02i! 

The Schedules referred to above form an integral part of the Balance Sheet 

This is the Balance Sheet referred to in our report of even date. 

For Sujan Kafle ft Associates 

Chartered Accountants 

CA 5ujan Kumar Kafle 

Proprietor 

Date: 9th May 2011 

Place: LaLitpur, Nepal 

For and on behalf of the Board 

Raaj Kumar 

Director 

Date: 9th May 2011 

Place: India 

B V N Rao 


Director 




GMR Upper Karnali Hydropower Limited 

Profit and Loss Account for the period ended 31 st March'11 

Particulars Schedule 31st March'11 

Amount in NPR 

I. Income 

Sales 

Other Income 

II. Expenditure 

Administration expenses 

Interest and Finance Charges 

Depreciation 

Loss on Sale/Disposalllmpairment of Asset 

8 3,596,484 

3,596,484 

1,257,059 

III. Profit/(Loss) Before Taxation 

Provision for Taxation 

- Current 

- Deferred 
IV. Profit/(Loss) After Taxation 

(3,596,484) 

(102,272) 

(3,698,756) 

(1,257,059) 

(124,902) 

(1,381,961 ) 

Surplus/(Defecitj brought forward (1,381,961) 

V. Available for Appropriation (5,080,717) (1,381,961) 

I. Available surplus carried to Balance Sheet (5,080,717) (1,381,961) 

Earning per Share -Basic & Diluted 

Statement on Significant Accounting policies and Notes to the Accounts 9 
(2.47) (0.92 

The Schedules referred to above form an integral part of the Profit and Loss Account 

This is the Profit and Loss Account referred to in our report of even date. 

For Sujan Kafle & Associates 

Chartered Accountants 

CA Sujan Kumar Kafle 

Proprietor 

Date: 9th May 2011 

Place: Lalitpur, Nepal 

For and on behalf of the Board 

Raaj Kumar 

Director 

Date: 9th May 2011 

Place: India 

BVNRao 

Director 



GMR Upper Karnali Hydropower Limited 
Amount in NPR 

Schedule 1: Share cal2ital 31st March'11 31St March 10 

a. Authorised Cal2ital 

50,00,000 Equity Shares of NRs.1 00 each 500,000,000 500,000,000 

500,000,000 50,000,000 

b. Issued. subscribed and paid up 

15,00,000 Equity Shares of NRs. 100 each, NRs. 10 paid up 
-10,95,000 shares are held by GMR Lion Energy Ltd and 

-4,05,000 shares are held by Nepal Electricity Authority 

15,000,000 15,000,000 

Total 15,000,000 15,000,000 

Amount in NPR 

Schedule 2: Profit and Loss Account {Dr Balance} 

Profit and Loss Account 

At the Commencement of the year 

Add: Profit (Loss) Transferred from Profit & Loss Account 

Total 

31st March'11 H 

1,381,961 

3,698,756 

5,080,717 

31 st March 10 

1,381,961 

1,381,961 



GMR Upper Karnali Hydropower Limited 

Schedule 3 
Fixed Assets 

(Amount in NPR) 
Description Gross Block Depreciation Net Block 

-----­ ----­

As at 31st Deletionsl As at 31st As at 31st Additions On As at 31st As at 31st As at 31st 
March 2010 Additions Adjustments March 2011 March 2010 Deletionsl Adj March 2011 March 2011 March 2010 

ustments 
---­

Land - 822,120 822,120 - - - 822,120 
Buildings 5,939,213 - 5,939,213 27,717 96,809 124,527 5,814,687 5,911,496 
Plant 8: Machinery 3,797,885 145,000 3,942,885 498,400 205,395 - 703,795 3,239,090 3,299,485 
Office Equipment 3,420,698 94,019 - 3,514,717 189,233 165,737 - 354,969.94 3,159,747 3,231,465 
Computer Equipment 653,244 3,975 657,219 116,603 98,754 215,357.68 441,862 536,641 
Furniture 8: Fixtures 1,230,268 45,990 - 1,276,258 112,910 78,321 - 191,231.54 1,085,027 1,117,358 
Vehicles 132,500 7,620 - 140,120 18,385 12,949 - 31,333.41 108,786 114,115 

Total 15,173,809 1,118,724 . 16,292,533 963,249 657,965 - 1,621,214 14,671,319 14,210,560 



Amount in NPR 

Schedule 4: Ca[!ital Work in Prggress 31 st March'll 31st March 10 

AI Capital Advances 4,650,248 

10,296,130CWIP 37,610,703 

6,182,723 

Salaries, allowances and benefits to employees 

Interest Others 4,865,262 

12,405,40520,282,426 
Contribution to provident fund and others 149,869 

Staff welfare expenses 

331,126 

1,337,534 

Rent 

2,948,386 

4,869,845 

Rates and Taxes 

9,459,432 

36,197,949 

Bank! other finance charges 

38,014,949 

9,510 

Repairs ft Maintenance· Others 

246,042 

481,203 

Consultancy ft Professional Charges 

8,936,024 

241,002,828 

ElectriCity charges 

268,581,782 

398,781 

Meetings ft Seminars 

554,336 

103,586 

Travelling and conveyance 

141,092 

11,976,218 

Comunication Expenses 

17,012,481 
1,018,410 

Insurance 
1,590,026 

220,595 

Depreciation 
375,206 

963,249 

Donations 

Guest House Maintainance 

1,621,214 

°° 621,584 

Printing ft Stationery 

713,754 

2n,413452,884 
.Membership ft Subscription 37,500 

Miscellanious Expenses 4,053,686 

Business Promotion Expenses 

14,366,862 

(0) (0) 

Advertisement Expenses 785,665 

Exchange Rate Gain 

699,339 

(3,560,105) 


Miscellanious Income 
 (120,994) (120,993) 

Subtotal (B) 333,226,189425;159,725 

333,226,189Grand Total (A) + (B) 429,809,974 

Amount in NPR 

Schdule 5: Cash and Bank Balances 31 st March'll 31st March 

Cash on Hand 

Balances with scheduled banks 

. Current accounts 

. Fixed Deposit (Margin Money) 

8,858 

38,842,992 

104,142 

1,286,010 

Total 38,851,850 1,390,152 



Amount in NPR 

Schdule 6: Loans Ii: Advances 31st March'11 31st March 10 

(Unsecured and considered good,unless otherwise stated) 

Interest Accrued on Fixed Deposit 276,920 113,364 

Advances recoverable in cash or in kind or for value to be received 

Considered good 5,696,361 8,243,012 

Advance Tax 101,816 

Total 6,075,097 8,356,376 

Amount in NPR 

~e 7: Current liabilities and Provisions 31st March'11 31st March 10 

a, Current Liabilities 

Sundry creditors: 

I. Dues to Micro and small scale industrial undertakings 

II. Dues to other than Micro and small scale industrial undertakings 

Book Debt-Over Draft 

Other liabilities 
-

25,724,919 

-
131,148,471 

Total 25,724,919 131,148,471 

b. Provisions 
PROVSNS 0/5 EXPS 327,571 347,740 

Total 327,571 347,740 

Amount in NPR 

Schedule 8: Administration Ex~nses 31st March'11 31st MarchiO 

Donation 

Audit Fees 

Rates Et Taxes 

Business promotion 

Consultancy 

Advertisment 

Miscellaneous/Other Expenses 

1,087,058 

-
183,000 

534,403 

987,434 

729,997 

74,592 

795,064 

169,500 

292,496 

(1) 

Total 3,596,484 1,257,059 



GMR Upper Karnali Hydropower Limited. 
Chakupat, Lalitpur, Nepal 

SCHEDULE- 9 

SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS 
For the period ended 1st April 2010 to 3 March 2011 

1. General Information 

GMR Upper Karnali Hydropower Limited, incorporated in Nepal on May 2, 2008 
under Companies Act 2063, is promoted by GMR Lion Energy Limited 
(incorporated in Mauritius), the holding company, to develop and operate 900MW 
Hydro based power project in Karnati River, Aachham and Dailekh District. The 
registered address of the company is POBox: 148, Chakupat-10, Lalitpur, Nepal. 
The company is in the process of setting up of the project. 

2. Significant Accounting Policies 

2.1 Basis of Preparation 

The balance sheet, income statement, cash flows statement, together with 
significant accounting policies and notes to accounts (Financial Statements) of 
the Company as at 31st March 2011 and for the period then ending, comply with 
generally accepted accounting principles and Nepal Accounting Standards. 

Financial statements are prepared on a historical cost basis and presentation 
requirements of the Companies Act 2063. 

2.2 Use of Estimates 

The preparation of financial statements in conformity with generally accepted 
accounting principles ("GAApl 

) and Nepal Accounting Standard requires 
management to make estimates and assumptions that affect reported amounts of 
assets and liabilities at the date of balance sheet. Actual amount could differ from 
those estimates. Any differences from those estimates are recorded in the period 
in which they are identified. 

2.3 Going Concern 

The financial statements are prepared on the assumption that the Company is a 
going concern. 

2.4 Comparative Information 

Accounting poliCies have been conSistently applied by the Company and are 
consistent with those used in the previous year. Previous year's figures have been 
regrouped and/or rearranged wherever necessary to facilitate comparison. 

2.5 Revenue Recognition 

I. 	 Revenue from sale of energy is recognized on accrual baSis in accordance 
with the provisions of the Power Purchase Agreement (PPA) after Commercial 
Operation Date. 



II. Interest is recognized using the time proportion method based on rates 
implicit in the transaction. Dividend income is accounted for in the year in 
which the right to receive the same is established. 

2.6 Fixed Assets and Capital Work-in-progress 

I. Fixed Assets are stated at cost of acquisition less depreciation. Cost of 
acquisition is inclusive of freight, duties, levies and all incidentals attributable 
to bringing the asset to its working condition. 

II. All Project related expenditure viz, civil works, hydro-mechanical works, pre­
operative expenditure incidental/attributable to construction of project, 
borrowing cost incurred prior to the date of commercial operation of project 
and trial run expenditure are shown under Capital Work-in -progress. These 
expenses are net of recoveries and income (net of tax) from surplus funds 
arising out of project specific borrowings. 

2.7 Depreciation 

Depreciation is provided on straight line method at the rates specified under 
Schedule XIV to the Indian Companies Act, 1956. 

2.S Borrowing Cost 

Borrowing costs that are directly attributable to the acquisition, construction or 
production of an asset are capitalized as part of the cost of that asset till the date 
of capitalization of qualifying asset. Other borrowing costs are recognized as 
expenses in the period in which they are incurred. 

2.9 Cash &. Cash Equivalents 

Cash and cash equivalents include cash in hand and deposits with banks. 

2.10 Foreign currency transactions 

Foreign currency transactions are accounted for at the exchange rates prevailing 
on the date of the transactions taking place. 

2.11 Retirement Benefits 

The Company has scheme of retirement benefits namely provident fund and 
employee gratuity. 

Contribution to provident fund has been recorded as expense on accrual basis. 

For employee gratuity the company makes provision as per its policy on the 
assumption that all employees retire on the balance sheet date. 

2.12 Taxes on Income 

Provision for taxation has been made on the basis of the Income Tax Act 2058 
and amendments thereto. 
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2.13 Share Capital 

Share issued by the company are recorded as the proceeds received, net of direct 
issue costs. 

2.14 Impairment of Assets 

At each balance sheet date, the Company reviews the carrying amounts of its 
fixed assets to determine whether there is any indication that those assets 
suffered an impairment loss. If any such indication exists, the recoverable 
amount of the asset is estimated in order to determine the extent of impairment 
loss. Recoverable amount is the higher of an asset's net selling price and value in 
use. In assessing value in use, the estimated future cash flows expected from the 
continuing use of the asset and from its disposal are discounted to their present 
value using a pre-discount rate that reflects the current market assessments of 
time value of money and the risks specific to the asset. Reversal of impairment 
loss is recognized immediately as income in the income statement. 

2.15 Round off 

Decimal figures are rounded off to nearest rupees. 

3. Notes to Accounts 

3.1 Related Party Disclosure 

fRelated Parties for GMR Upper Kamali Hydro Power Limited 

(i) Enterprises that control GMR Lion Energy Limited (GlEl) 
the Company GMR Energy (Mauritius) Limited 

(ii) Fellow Subsidia 
Companies 

imited (GEL) 

s Private Limited (GHPl) 

Corporation Limited (GPCl) 

giri Power Generation Limite 

Limited 

Ii HoB Hydropower Private Limited 

ropower Company Private Limited 

hhattisgarh Energy Limited (GCEl) 

th Hydro Power Generation Private Limited 
l 

nergy (Netherlands) B. V. (GENBV) 

Page 3 of6 



(iii) Enterprises where 
significant influence exists 

(iv) 	 Enterprises where key 
management personnel 
and their relative exercise 
significant influence 

(v) 	 Key Management 
Personnel 

PT Dutasarana Internusa (PT DSI),lndonesia 

PT Unsoco, Indonesia 

GMR Maharashtra Energy Limited 

GMR Rajahmundry Energy Limited 

SJK Powergen Limited 

GMR Consulting Services Private Limited 

GMR Bundelkhand Energy Pvt Limited 

y PvtLimited 

GMR Londa Hydropower Private Limited (LHPL) 

GMR (Badrin 
Ltd. GBHPL 

NIL 

NIL 

NIL 
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a) Summary of transactions with the above related parties is as follows: 
(Amount in NPR) 

For the year For the year 
Particulars ended 31st March I. 

ended 31st 

2011 March 2010 

i) Management Services 
a) Fellow Subsidiary Companies­

,--_G.=...C=S=...:P-=L=-C.:..:..i u:..=d=in.:..-l ______'--_-=17'---'-=-=56:L8~9~0::L/_--,-------=1=..=1:...=8-,-"2;;;;..4;...;.7-<-11;.;.;2;;;...:6,-,-/_­n:..;::c.:..;;;;1 g'-V.::....:.A-'-T:...L-) 

b) Outstanding balance with above related party: 
Amount in NPR 

Particulars Ason 
31st March 2011 

As on 
31st March 

2010 
i) Share Application money pending 
allotment 

a) Enterprises that control the 
com pa nY-G LEL 453,436,467/­ 212 069,028/­

ii) Amount Payable 
a) Fellow Subsidiary Companies-

GCSPL 18 761 998/­ 94 366 575/­

I 

Running Contracts 

Cur I 
Total Value O/s Value I 

of the Remarksas per Contract 
. Contract (NPR) '. 

Contractor Name Purpose 

SchEMES EIA and EMP Studies NPR 4520000 1356000 

SchEMES Revised EIA and EMP Studies NPR 705057 352529 

I Aadhar Enginering and 
Final Invoice received, 
Amount Payable NPR 

Consultancy Construction Material Survey NPR 2842122 - 273 543 (Net of TDS) 

I Kabita Nirman Sewa Stram and Raingauge NPR 2250960 293800 
GMR Consulting Services Invoice received for 
Pvt. Ltd Techinical Service Aqreement USD 791000 39811 030 USD 210 000 

Construction of Suspension 
Radha Structure Bridqe NPR 12291890 1 229 189 

NPR 1,235, 370 
retention Money is 

Himal Hydro and General payable, Contract 
Construction Drift Tunnelinq NPR 23402132 - completed. 

Invoice received for 
Soqreah Consultant Cost of Model Conception Euro 131 871 8000086 Euro 46680 

I Invoice received for USD 
Earst &Youngh CDM USD 29 145 1 676451 5158 

Total 43,042,548 

* Transactions and outstanding balances in the nature of reimbursement of 
expenses incurred by one company on behalf of the other have not been 
considered above. 

3.2 Committed Cost of Contract 

Details of committed cost of running contracts are as follows:­
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Note 1: The Contract with GMR Consulting Services Pvt. Ltd is USD 700,000 excluding 
VAT, exchange rate as on 31st March 2011 is Rs 71.90 per USD. 

Note 2: The Contract with Sogreah is Euro116700 excluding VAT, exchange rate as on 
31st March 2011 is Rs 101.11 per Euro. 

Note 3: The contract with Ernst and Young is USD25792 excluding VAT, Exchange rate 
as on 31st March 2011 is Rs 71.90 per USD. 

3.3 Previous year figures have been regrouped wherever required. 

For Sujan Kafle & Associates For and on behalf of Board 
Chartered Accountants 

CA Sujan Kumar Kafle Raaj Kumar B V N Rao 
Proprietor Director Director 

Place: Kathmandu, Nepal Place: India 

Date: 9th May 2011 Date: 9th May 2011 
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GMR Upper Karnali Hydropower Limited 
Cash flow statement for the Period ended 31st March'11 

Amount in NPR 

For the Year ended For the Period ended 
Particulars 

31st Ma.fch'10 31st March'11 

A, 	 CASH FLOW FROMl(USED IN) OPERATING ACTIVITIES 

Net Profit Before Tax and Extraordinary Items 

Operating Profit Before Working Capital Changes 

Cash generated from Operations 

Interest Expenses 

Net Cash Flow froml (used in) Operating Activities 

B. 	 CASH FLOW FROMI (USED IN) INVESTING ACTIVITIES 

Inflow/(outflow) from changes in trade and other 
receivables (S Drs 8; Loans 8; Advs) 

Changes in Trade Payables 

Fixed Assets, CWIP (including Capital Advances) 

Net Cash froml (used in) Investing Activities 

(3,698,756) 

-
(3,698,756) 

(1,381,961 ) 

-
(1,381,961 ) 

(3,698,756) (1,381,961) 

2,281,279 

(105,443,721) 

(97,044,543) 

(7,307,313) 

125,392,224 

(188,682,405): 

(70,597,494)(200,206,986 ) 
: 

C. 	 CASH FLOW FROM/(USED IN) FINANCING ACTIVITIES 

- (86,067,578) 

Proceeds from Share Application Money received 

Proceeds(Repayment) of Loan 

151,465,002 

Net Cash from Financing Activities 

241,367,439 

241,367,439 65,397,424 

(6,582,031 ) 

Cash and Cash Equivalents at the beginning of the year 

Net increase in Cash and Cash Equivalents 37,461,697 

7,972,184 

Cash and Cash Equivalents at the end of the year 

1,390,152 

1,390,15238,851,850 

-

Notes: 


~tatements issued by the Institute of Chartered Accountants of Nepal. 


2. Previous year's figures have been regrouped and reclassified to conform to those of the current year 

This is the Cash Flow Statement referred to in our report of even date. 

For Sujan Kafle Ii: Associates For and on behalf of the Board 

Chartered Accountants 

CA Sujan Kumar Kafle Raaj Kumar BVNRao 

Proprietor Director Director 

Date: 9th May 2011 Date: 9th May 2011 

Place: Lalitpur, Nepal Place: India 


