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ANNEXURE -1IB
TO THE DIRECTORS' REPORT

COMMENTS OF THE COMPTROLLER & AUDITOR GENERAL OF INDIA UNDER SECTION &19(4) OF THE
COMPANIES ACT, 1956 ON THE ACCOUNTS OF NORTH EASTERN ELECTRIC POWER CORDORATION
LIMITED, SHILLONG FOR THE YEAR ENDED:31.03.2005

COMMENTS OF THE COMPTROLLER &
AUDITOR GENERAL OF INDIA

Bolance Sheet:
Accounting Policy | Depreciation)

A reterenpce s invited 1o the comments of the
Comatroller and Auditor General ¢f India on the
accounts of the North Eastern Elactric Power
Corporation Limited, for the year snded 3131 March
2004 under section 619(4) of the Companies Act, 1958
regarding applicakility of rales of depreciatian 1o be
ollowed by "gensration and transmission Companies’
tar prepuraiion of their Annual Accounts, conseguent
vpon the enaciment. of Eleciricity Act 2003 which does
nat camain any provision regarding rotes of
cepregiation,

The matter was relerred to the Ministry of Power, which
has sxpressed the view that the degrecalion rates as
notited by the Central Electricity Regulatory
Commission (CERC) urider Taritt Policy 1o Be natified in
theterms.of the Electricily Act 7003 i respect of
generaton gnd transmission assets, woulg be
epplicable for the purpose of tariif as well as
aecounting, Mowewern as the Tariff Policy is'yel 1o be
notified interms of the Electricity Act 2003, the
applicability of thess depreciation rates remain
dnresolyed,

The Compony conlinued o follow the rates of
depreciation os noiified by CERLD in March 2004 inits
geeounts for the year ended 31st March 2005
Cepreciation charged during the yeor is lower by B3,
402042 Lakhs os compared to the rates taid down in
the Companies Act 1956 and profit tor the year i3 higher
fReihndl extent.

POWER FOR PROSPERITY

MANAGEMENT'S REPLY

In wvigw of clariication given by the Ministiy of Power
on o reference made lor the applicability of
depreciation rate for prepargtion of accounts, the
Corperation has provided depreciation in the annual
accourts for the yeor ending 31¢ March 2005, at the
rates notified by the CERC in March 2004,

For and on behalf of the Board of Directors

5.C.5harma
Chairman & Maonaging Director
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A reference is invited to the Comments of Comptroller and Auditor General of [ndia on the atcounts of the North
Fastarn Flectric Fowsr Carporation Limited, for the yeor ended 37 March 2004 under Saction &19{4) of the
Companies Act, 1954 regarding applicakility of rates of deprecigtion to be followed by ‘generation and
transmission companies’ for preparation of their annual occounts, consequent upen the enactment af Eleciricity
Aot 2003 which does nol contaln any: provision regarding rates of clepraciation.

The maotter waos referred 1o tha Ministry of Powsr, which has expressed the view that depreciation 1eles as
naotified by the Central Electricity Regulatery Commission (CERC) under Tarft Policy to be naotified in terms ol the
Eiectricity Act 2003 in respect of generation and transrmission assets, would beapplicable for the purpose of tariff
aswall'as accounting. However, as the Tarif Pelicy is yet to be notified in terms of the Electricity Act 2003, ihe
applicability of these depreciation rotes remain unresclved,

The Campany continued to follow the rates of depreciation as notifisd by CERC in March 2004 in its accounts for
the yeor ended 31 Maren 2005, Depreciation charged during the yeoris lower by Rs. 8070.42 lakh as compared
to the retes |oid down inthe Campanies Act, 1958 and profit for the yearis higher 10 that extent.

’ A. Roychoudhury
Dated, Xolkata Principal Diregior of Cormnmercial audil
The 12 August 2005 : & Cx-Officio Memizer Audi Board - 1
KOLEATA
]
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