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ANNEXURE - |
TO THE DIRECTOR'S REPORT

AUDITORS' REPORT

Ta
The members of Maorth Eastern Electric Power Corporation Lid.

We repert that, we have audited the atteched Balance Skeet of North Eastern Flectric Power Corporation Lid., a3
at st March 2005 and also the Profit and Loss accouni forthe yvear ended onthat date and cash flow for the
year 2nded on 1hat date annexed thereto, These financiol $igtemsnts are thie responsitility of the Corporation's
Management, Dur responsibility 15 1o exoress an opinion on these siatements bassd on our qudit,

We condwcted our audit in accordance with ouditing standards gensrally accepred in India. Those standards
requirg thatwe plan and perform the avgitioobtain reqsonaole assurance cbout whetner the financial statements

arefrecot material misstaterment. &n audit includes examining, on ajest basis, evidencs supparting 1he amount
and @isclesures in the financial statements. An oudit olse Includes gssessing the accounting orinciples used and
sigriticanl estimates made by manogement, aswell oz evalualing the overcll fingncial stotemeant presenmation,

We neligve thotour gudit provides a reasonable basis for cur opinion,
1. We repor that;

2) We hove obtained:all the information ond explanctions whick to the best of cur knowledge & belied
wears necessary ior the poroosa of our audit,

() Invcur oginion, proper books of aocount s required by law have been kapt by the Carporation sodar as
apoears from our examinalion of those books,

(¢ The Balance Sheetand Prafit & Less Account dealt wilh oy this reportare in ogreement with the books
ol qocount.

(d) Inowr opinien the Balenze Sheevand Profit & Loss Account and Cash Flow Statement dealt with by this
report comaly with the Accounting Standards referred 1o insub sec, (30) of sec. 2171 of the Companies
Ao, 1954,

(e} The provision of sec. 274 (1} (g) of the Companies Act does not apply to o Govl, Company in view of
natificotion of Dept, of Co. AHoirs Ministry of Fingnce (vide their notification no. F Mo, 8/%72001-CL W
doted 215 Octoper 2003}, Thersfore it is not reguired to repart whether a Director is disqualified as on
31st March 2005 from peing appeinted as o director uncer sec 274 (|] (g) of the Companies Agt, 1936,

Z We turther reoort 1hot

{a) Sales have been taken on provisicna! basis perding deterrmination of tariff rates by Central Electricity
Regulatory Commissian,

() Balances shown under ioon from Japan Bank of International Ce-operation, Govt. of India, Advances 1o
Centractors, Stall Advances, Crediers, Materials in transitwith contractersiissued on loon aresubject 1o
confirmanienfrecenciliation and censsquential adjustmant, it ary (Refer Note no: 3 of Notes on Accounts)

(e} Tenstruction activity of Turial Hydro Electric Pegiect in Mizoram with o copitdl cost of 85, 23619.34 |acs
and Tuivei Hydro Electiic Preject in Mizoram with o capital cost of Rs, 1707.56 |acs had been kept
suspended far a long 1ime on account of varicus factors, In view of suspension of construction oolivities
foraleng time we are unable 1o form dny opinicn whether the copital cost as disclozed in the Balance
Shesat of the above two projects revaal the fair valus,
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3. Subjectte Poro 2 above, n our opinion tothe best of our infermation and accerding 1o the explanation given
tous the soid cooownts give the information reguired by Companies Act: 1956 inthe manne: so reguired and
give o true & fair view in contormity with the Accounting Prinicples cccepted in India,

(a) Incase of Balence Sheet of the stote of alfairs of the company os at 315t Marck, 2005 and
(b) Incase of profie & loss account of the grofit of the company for the year ended on thet date: and
{o) Incase of Cash Flow Statement of the cosh flow for the year 2ndad én that date.

As required by the Companies (Auditors Report) Order, 2003 issued by the Cantral Govt. of Indig in tarms of
sub sec. 4A of sec, 227 of Companies Act, 1956 and on the basis of such chacks os we considerad Cppropriobe
wia report on the matters specified in paragraphs 4 & 5 of the soid order |

{iy (g} The Corperation has mointained proper records including quantiterive details ond situntion of
fixed assets,

i) The Fixed Assets os explained to us hove been physically verified by the managemsnt ot the
year-end and ne sericus distrepancies were noticed, |n cur opinion, the frequency ol verification
Is reasonanla.

{e)  Substantial Part of the fixed cssets has not been disposed off during the yaor.

(i) (@) Asexploined 1o us the inventory has been physically verilied by the management o the vear
end. Inour opinion the frecuency of verification is reascnable.

(B} Accorging te infarmation and explanations given to us in our opinion procedures o ohysical
verification of inveniory followead by the monagement-are regsonoble and adeguate in relation
to the size of the Carporation and nature of its business,

(e} The discrepancies noticed during physical veritication of the inventory were not matericl ond
urder the process of reconciliation between book stack and physical guarnitity for approprioie
adjustment. It has been naticed that there is difference between price stores ledger & financial
ledger pending recanclliotion,

(i} {g) The Corporation has not granted any loans secured ar unsecured o companias, firms of otker
parties listed in the registercovered under sec. 301 of the Companies Act, 1956

{6} The Corporation hes not taken any loons securad ar unsecured fram companies firms or other
partizs listed in the register coverad under sec. 307 ol the Companias Act, 1956,

{iv)  Ineur opinien and occerding te information and explanations givento us, thers are adequate interng!
control procedure commenswiate with the size of the Corporation and the nature of is business for
purchase of invertories, fixed assets and sale of ensrgy. The Corporation has na service activity, We
have not noticed any continuing failure to corredt major weaknesses in interrial contral,

(v} Inour apinion there is no contract of ariangements referred 1o in sec. 301 of the Act during the year,
Therefore clause (V) of the order s nol applicoole,

{(vi} Corporotion hos not gccepted any deposits from the public covered by sec. SBA ond 58AA of the
Companies Act, 1954 Therefere clause (vi) of the order is not cpplicable

{vii] Corporation has Internal Audit system commensurgte with the size of the Corporaticn & nature of s
business.

(wiil} The Central Gowi. has prescribed under clause (¢) of sub section (1) of section 209 of the Acl for tHe
maintenance of cost records, We have broadly reviewed the records and prima-facie are of the oEinion
that such records hove been mods and maintained, However we hove not mods detailed examination
of those records,
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{ix} TheCerporation isreguiar in depositing undisputad statutory dues including provident fund, employess
stateinsurance, income tax, sale lox, waallh tax, custom duty, excize duty, cess, service tax and any
otner statulory dues with the copropriate outhoritigs. The Corporation has paid dividend to shareheldars
an reguiar basis and there is no need 1o deposit any ameunt In Investor, education ond protection
tund. There is no disputed omaunt in respect of sales tox, custorm duty, wealth 1ax, excise Hutyand
cess. However there is o dispuled amount of income tax for Bs. 2934012 in respect of Assessmant Yeor
2001-02 fer which Corporation has prefered an oppeal before Chief Commissionar of Income Tax.

{z) The Cerporation has no ascumulated loss and hos nat Incuired cosh loss diring the year and in the
immediately preceding linnancial year,

(1} in our opinion and according to infarmetion ond explonation given 1o us, the Corporation has not
defavlted in repoyment of dues to financial institutions, bonks or Bondholders,

(%1} The Corporation has not granted any loans and advoncss on the basis of s2curity by way of pladge of
shores, debentures and other securities.

(#iil] Inour opinion, the provision of any special statuie applicable to chil funds are not applicable 1o the
Caorparation, Therefare dause (xiii) of the arder 5 not applicable.

{xiv) The Corporation js not dealing o trading in shares, debentures and other investments. Therstors Bara
(%iv] af the arder is not aoplicatle to the Carporation.

{xv]  Accordingtethe Information and explenation given ta us, the Corporation has not given anyguarantes
for loans token by others from banks or financial institutions. Theretore clavse (xv) of the order iz not
coplicable

(xvi) According to the infarmation and explanation given ta us, in our opinion, term loans were applied fer
the purpese tor which the loans were oblained during the vear,

(xvil} On the basis of overall examination of the Balance Sheet, we have not come across insances whsre
the Corporation has raised funds on short term basis and used for long term investments.

{xviil} The Corparation has nat made any preferential allotment of shares ta parties and Companies coversd
in register maintoined under section 301 of 1he Companies Act, 1956 during the yaar,

(xix) The Cerporation has not issued anmy debeniure during the year. Therelore clause (xix) of the order is
net aoplicoble,

{#x) The Carperaticn did not raise monsy by putlic issue during the year. Therefore clause (xx) of the order
iz not gppicable:

(#xl] According tointormation and explanations given 1o us na fraud on or by the Corporation has been
noticed or reporisd 1o us during the year under audit,

The 18th doy of June, 2005 Far 5. 3, Kothiarn & Associotes

Indlcy Steamship House Chartered Accoumants

21, Old Ceurt Housa Sirest

Kolkata - 700007 R. K. Roy Chaudhury
Pariner

Membership No 8814
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ANMEXURE - lIA
TO THE DIRECTORS’ REPORT

MANAGEMENT'S REPLY TO THE QUALIFICATIONS MADE BY THE STATUTORY AUDITORS ON
THE ANNUAL ACCOUNTS OF THE CORPORATION FOR THE YEAR 2004-05

)

=

STATUTORY AUDITOR'S QUALIFICATIONS

Sales have been faken on orovisionol bagis pending
determinatian of taritf rotes by Central Electiicily Regulatory
Commissian

[Reder pelicy ne 1] of Accounting Pallcy)

Baiance shown under lean from Japan Bank o Internaticna
Co-operation ; Government of India, Advances to
Comractore, Staff Advances, Creditors, Matedalsin transiy
with contraciors) jssued on loon are supject to confirmation!
reconciliation and conzeguential adjustment | il ahy (Refe:
Mote Mo b of Notes on Accouniz).

Construction activity of Turial Hydro Electric Project in
bizaoram with o copital cost of Rs. 2361934 lacs and Tuivai
Hydro Electric Project in Mizoram with @ ¢aoilal cost of Es.
170756 |lacs had been kept suspended for @ long fime on
arcount ol various foctors, In view of susgension of
construclion aclivities for a long time we ars unable 1o form
any apinion whather the copital cost as disclozed in the
Balance Shesl of the abowe two projects revaal the 1air
walue.

iReler note no; 10411 of Notes on Accounts)

The discrepancies noticed during physical verification of
the inventary wers not moterial and under the process of
reconciliction belwesn book stock and physical quontity
for dporopriate adiustment, it Has been noticed that there
iz difference between price stores ledger & fincnzial ledger
pending reconciliaticn.,

(Befer note no 17 of Notes on Accounts)

MANAGEMENT'S REPLIES

Thisis g statermen of fadtwhich has bean
disclosed by woy af Accounting Policy

The reécondiliation{ confirmation are undsr
pragress. The igct hos been suilably
disclosed oy way oi note

Tha fact has peen disclosed suitably by
way af note,

Thie recancilionon s under progress, This
fact has been suitably disclosed By woy
af note;

For and on behalf of the Board of Directars

5.C.5harma
Chaoirmaon & Managing Dirsctar
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