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NOTICE

NOTICE is hereby given that the Eleventh Annual General Meeting of the
Members of JAIPRAKASH HYDRO-POWER LIMITED will be held on
Wednesday, the 30" August, 2006 at 11.00 A.M. at Hotel Peter Hoff,
Chaura Maidan, Shimla-171 004 (H.P.) to transact the following
business:

Ordinary Business

1. To receive, consider and adopt the Audited Balance Sheet as at
31st March, 2006, the Profit & Loss Account for the year ended
on that date and the Reports of Directors and Auditors thereon.

2. To appoint a Director in place of Shri S.K. Jain who retires by
rotation and being eligible, offers himself for re-appointment.

3.  To appoint a Director in place of Shri Sunil Kumar Sharma who
retires by rotation and being eligible, offers himself for
re-appointment.

4.  To appoint a Director in place of Dr. R.C. Vaish who retires by
rotation and being eligible, offers himself for re-appointment.

5. To appoint M/s. R. Nagpal Associates, Chartered Accountants,
as Statutory Auditors of the Company, to hold office from the
conclusion of this meeting until the conclusion of the next Annual
General Meeting and to fix their remuneration.

Special Business

To consider and if thought fit, to pass with or without modification(s),
the following resolutions:

AS SPECIAL RESOLUTION

6. “RESOLVED that pursuant to provisions of Section 269, 198, 309
read with Schedule XIIl and other applicable provisions, if any, of
the Companies Act, 1956 (including any statutory modification or
re-enactment thereof) and subject to such other approvals, if any,
as may be required, the consent and approval of the company be
and is hereby accorded to the appointment of Shri J.N. Gaur as
Whole-time Director of the company for a period of 5 years w.e.f.
1st October, 2005 on the terms and conditions stated in the
Explanatory Statement annexed hereto.”

AS ORDINARY RESOLUTION

7. “RESOLVED that in partial modification of the resolution passed
at the Annual General Meeting held on the 12th September, 2005
and pursuant to Section 293(1)(a) and other applicable provisions,
if any, of the Companies Act, 1956 and provisions of Articles of
Association of the Company, the consent of the Company be and
is hereby accorded to the Board of Directors of the Company for
mortgaging and/or charging immovable and movable properties
of the Company as may be required by ICICI Bank Ltd., the lead
acting for itself and on behalf of various Banks/ Financial
Institutions (collectively known as Lenders) on pari passu basis,
to secure :

(a) Rupee term loans of Rs. 75 crores and Rs. 10.45 crores
from Industrial Development Bank of India Limited (IDBI);

(b) Rupee term loan of Rs. 50 crores from Bank of Baroda
(BOB);

(c) Rupee termloan of Rs. 15 crores from Industrial Investment
Bank of India (IIBI);

(d) Rupee term loan of Rs.15 crores from Life Insurance
Corporation of India (LIC);

(e) Rupee term loan of Rs. 170 crores from Power Finance
Corporation Limited (PFC);

(f)  Rupee term loans of Rs. 50 crores and Rs. 2 crores from
Punjab National Bank (PNB);

(g9) Rupee term loan of Rs. 50 crores from Indian Overseas Bank
(10B);

Rupee term loan of Rs.15 crores from State Bank of Mysore

(SBM);

(i)  Rupee term loan of Rs. 25 crores from State Bank of Patiala
(SBP);

1) Rupee term loan of Rs. 25 crores from State Bank of Indore
(SBInd);

(k) Rupee term loan of Rs 25 crores from State Bank of
Travancore (SBT);

() Rupee term loan of Rs. 25 crores from State Bank of
Hyderabad (SBH);

(m) Rupee term loan of Rs. 50 crores from Central Bank of India
(CBI);

(n) Rupee term loan of Rs. 50 crores from ICICI Bank Limited
(ICICI Bank);

(o) Rupee term loan of Rs.143.75 crores (for conversion of
earlier NCDs assistance) from ICICI Bank Ltd. (ICICI Bank)

(p) Foreign currency loan of US$2.62 million from Industrial
Development Bank of India (IDBI);

(q) Deferred payment guarantee of US$42.38 million from Power
Finance Corporation Limited (PFC);

() Fund and non-fund based working capital assistance of
Rs.44 crores and Rs.25 crores respectively from Punjab
National Bank (PNB); and

(s) Non-Convertible Debentures (NCDs) of upto Rs.200 crores
from UTI Bank Ltd.

together with interest, compound interest, additional interest,
liquidated damages, premia on pre-payments, costs, charges,
expenses, Trustees’ Remuneration and other monies payable by
the Company to aforementioned Lenders under the respective
Loan Agreements/Trust Deeds/Guarantee Agreements etc.
entered into/to be entered into by the Company in respect of the
aforesaid financial assistances”.

By Order of the Board
For JAIPRAKASH HYDRO-POWER LTD.

M.M. SIBBAL
Company Secretary

Place : New Delhi
Date : 30th June, 2006

Notes :

(i)  Relevant explanatory statement pursuant to Section 173(2) of the
Companies Act, 1956, in respect of resolutions set out under item
Nos. 6 & 7 is annexed hereto.

i) A MEMBER ENTITLED TO ATTEND AND VOTE AT THE
MEETING IS ENTITLED TO APPOINT A PROXY TO ATTEND
AND VOTE INSTEAD OF HIMSELF AND THE PROXY NEED NOT
BE A MEMBER OF THE COMPANY. PROXIES IN ORDER TO
BE EFFECTIVE MUST BE RECEIVED BY THE COMPANY NOT
LESS THAN 48 HOURS BEFORE THE MEETING.

Corporate Members intending to send their authorized
representatives are requested to send a duly certified copy of the
Board resolution authorizing their representatives to attend and
vote at the Annual General Meeting.

(iii)  All documents referred to in the Notice and accompanying
explanatory statement are open for inspection at the Registered
Office of the Company on all working days, except holidays,
between 11.00 A.M. and 1.00 P.M. upto the date of the Annual
General Meeting.

(iv) The Register of Members and Share Transfer Books will remain
closed from 22nd August, 2006 to 30th August, 2006 (both days
inclusive).

(v) Members are requested to always quote their Folio No./Client ID
& DP ID in all correspondence with the Company’s Registrars
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and the Company. Members are also requested to notify any
change of address to their Depository Participants.

(vi) Any query relating to Accounts must be sent to the Company’s
Registered Office at C-16, Sector-1, Lane-1, SDA Housing Colony,
New Shimla-171009(HP) or Head Office at “JA Annexe”, 54, Basant
Lok, Vasant Vihar, New Delhi-110 057 at least 7 days before the
date of the Meeting.

(vii) Additional details in terms of Clause 49 of Listing Agreement in
respect of Directors being re-appointed are given as under:-

Shri S. K. Jain

Shri S.K. Jain, aged 68 years, is on the Board of the Company since
21s*December, 1994. ShriJain is a Science graduate and is responsible
for successful execution of various projects over the last 45 years.
Shri Jain oversees the construction activities and the hydro-power wing
of the Jaypee group. Shri Jain is Vice Chairman of Jaiprakash Associates
Limited and Director of Essjay Enterprises Pvt. Ltd.

Shri Sunil Kumar Sharma

Shri Sunil Kumar Sharma, aged 46 years, was appointed as a Director
of the Company on 27" December, 1997. He is a Science graduate
and possesses 25 years of experience in planning, procurement,
execution and management of projects. He has been responsible for
completion of several engineering construction projects including Hotel
Siddharth, Hotel Vasant Continental, one million ton per annum capacity
cement plant at Rewa and raising the Lakhya Dam in the state of
Karnataka. He was the Director-in-Charge for the underground power
house work at Jhakri, Rockfill Dam and Chute & Shaft Spillway works
of Tehri Hydel Project besides works at the Chamera-Il Hydel Project.

Shri Sunil Kumar Sharma is Managing Director of Jaiprakash Associates
Limited, Chairman of Jaypee Hotels Limited, Vice Chairman of Jaypee
Cement Limited, Director of Jaypee Ventures Limited, Jaypee Karcham
Hydro Corporation Limited, Jaypee Greens Limited, Madhya Pradesh
Jaypee Minerals Limited, Suneha Estates Pvt. Ltd. and Indesign
Enterprises Pvt. Ltd.

Dr. R.C. Vaish

Dr. R.C. Vaish, aged 65 years, was appointed as a Director of the
Company on 21t September, 2002. Dr. Vaish holds degree in M.A.,
M. Com., LLB, Ph.D, FCA. He has over 41 years’ experience as a
Chartered Accountant. Dr. Vaish is an eminent Tax Consultant and
specializes in the areas of Corporate Planning, International Taxation
and Finance, and Off-Shore Investments.

Dr. R.C. Vaish is Director on the Board of various Companies, namely
Ansal Properties & Infrastructure Ltd., Express Newspapers Ltd., Goetze
(India) Ltd., Mayar India Ltd., Omex Auto Ltd., OCL India Ltd. and Bharat
Consultants (P) Ltd.

EXPLANATORY STATEMENT

Following Explanatory Statement, pursuant to Section 173(2) of the
Companies Act,1956 set out the material facts relating to item Nos. 6 & 7
mentioned in the accompanying notice dated 30™ June, 20086.

Item 6

Shri J.N. Gaur joined the Board of the Company w.e.f. 10" March, 1995
and he was appointed as Whole-time Director of the Company for a
period of 5 years w.e.f. 1st October, 1995. He was re-appointed as
Whole-time Director for a period of 5 years w.e.f. 1t October, 2000
and now being further re-appointed as Whole-time Director for a period
of 5 years w.e.f. 18t October, 2005 on the following terms and conditions:-

Salary:
Rs.75,000/- per month.

Perquisites :

Perquisites which may include accommodation/ HRA, reimbursement
of expenses for gas, electricity, water and furnishings, medical
reimbursement, LTC, personal accident insurance, use of car and
telephone, contribution to Provident Fund, superannuation fund or
annuity fund and leave encashment etc., shall be allowed in addition to
salary. Perquisites shall be restricted to an amount equal to the annual
salary or the amount of entitlement in accordance with Schedule XIII of
the Companies Act, 1956 as amended from time to time, whichever is
less.

In the event of absence or inadequacy of profits, the aforesaid
remuneration will be paid as the minimum remuneration.

Further, the Chairman has been authorized to fix the ceilings / limits of
various perquisites payable to Shri J.N. Gaur.

Shri J.N. Gaur, aged 73 years, is an Engineer by profession having over
50 years’ of rich experience and enjoys good health. He has been
associated with the Company’s project right from its inception. He is
Director-in-Charge and Chief Executive Officer of the Company. Since
Shri Gaur is over 70 years of age, the approval of the shareholders
would be required by way of a Special Resolution.

None of the Directors of the Company other than the appointee himself
is interested or concerned in the resolution.

The above may also be treated as an abstract of the revised terms and
conditions of the appointment of Shri J.N. Gaur, pursuant to
Section 302 of the Companies Act, 1956.

The Directors commend the resolution for approval of the members.
ltem 7

In terms of covenants of Loan Agreements entered into / to be entered
into by the Company with the Lenders, it is proposed to mortgage the
Company’s immoveable properties together with all constructions etc.
and also create charge over all the rights, titles and interests of the
Company in all intangible assets of the Company including all Project
documents, licences, permits, approvals and consents etc. and all
insurance contracts, all the receivables of the Company including all
the Company’s accounts.

The aforesaid financial assistances shall be secured by mortgage/
charge on the moveable and immoveable properties of the Company,
ranking pari passu with other lenders as stipulated in the respective
loan agreements/trust deeds/guarantee agreements and agreed to
between the Company and the Lenders/Debenture holders/ Trustees.

Section 293 (1)(a) of the Companies Act, 1956, inter alia, provides that
the Board of Directors of a public company shall not, without the consent
of such public company in general meeting, sell, lease or otherwise
dispose off the whole or substantially the whole of the undertaking of
the Company or where the Company owns more than one undertaking,
of the whole, or substantially the whole of any such undertakings.

Since the deed creating the mortgage and/or charge by the Company
of its immoveable and moveable properties, as mentioned in the
resolution in favour of the Institutions/ Banks/Debenture holders/
Trustees provides for taking over the business of the Power Project of
the Company in the event of default, it is necessary for the members to
pass a Resolution under Section 293(1)(a) of the Companies Act, 1956,
for creation of the said mortgage/ charge.

None of the Directors of the company is concerned or interested in the
resolution except for S/Shri B.K. Gupta & B.K. Batra nominee Directors
of LIC & IDBI respectively.

The Directors commend the resolution for approval of the members.
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DIRECTORS’ REPORT
To,
The Members,

The Directors of your Company are pleased to present the Eleventh
Annual Report together with the Audited Accounts of the Company for
the year ended 31st March, 2006.

WORKING RESULTS
The working results for the year under report are as under :-
(Rs. in Crores)

Current Year Previous year

Gross Revenue 277.55 304.99
Less: Rebate for prompt payments 5.73 5.47
271.82 299.52
Add: Other income 2.41 1.83
274.23 301.35

Profit before depreciation
& Taxation 130.42 139.05
Less: Depreciation 43.95 83.56
86.47 55.49

Add: Extra-Ordinary items -
Reversal of Depreciation for

financial Years 2003-04 & 2004-05 73.35 -
Profit before taxation 159.82 55.49
Less: Provision for taxation 14.14 4.39
Profit after taxation 145.68 51.10
Add: Profit brought forward from

previous year 19.02 42.91
Profit available for appropriation 164.70 94.01
Less: Transferred to:

Debenture redemption

reserve - 33.00

Proposed dividend - 36.83

Income Tax on

Proposed Dividend - 5.16 74.99
Balance Carried to Balance Sheet 164.70 19.02
OPERATIONS

The performance of the Plant and the Energy generated during the
year under report is as under :-

Plant Availability(%)

Generation (million units)

Saleable Energy
95.65 1028.50

During the year under report, the average rate of energy, as per the
provisions of the Power Purchase Agreement (PPA), works out to Rs.2.86
per unit. The Company’s application for determination of tariff is pending
with Himachal Pradesh Electricity Regulatory Commission (HPERC). Till
determination of the tariff in accordance with the provisions of PPA,
Himachal Pradesh State Electricity Board (HPSEB) shall continue to pay
the company the Sale Price realized from sale of the energy supplied by
Baspa-Il Hydro-Electric Power Station. The average rate being so paid to
the Company works out to Rs.2.57 per unit. In terms of the PPA, the
outstanding amount is payable by HPSEB to the Company along with
interest.

FORCE MAJEURE EVENTS

The Company’s power generation was affected from 5" July, 2005 to
10™ July, 2005 in the second quarter due to floods leading to loss of Energy
Generation of 39.40 million units apart from entailing capital expenditure of

approx. Rs.77.20 crores towards restoration of damaged works and
additional protection works.

The generation of energy was also affected during the fourth quarter
due to heavy rains and snow fall in the upper regions of Himalayas
including Lahaul Spiti and District Kinnaur of Himachal Pradesh resulting
in rock fall on the installations of Pothead Yard of the Power House. The
generation of power had to be suspended from 19" January, 2006. This
being the lowest generation period because of minimum discharge of
water in the river, the over-all annual generation of power was
marginally affected i.e. against the annual saleable design energy of
1050 million units, the saleable energy aggregated to 1028.5 million
units i.e. energy loss of 21.5 million units. The installations of Pothead
Yard of the Power House have been restored and generation &
evacuation of the power has recommenced from 2™ May, 2006. Capital
Expenditure of Rs.20.60 crores has been incurred towards restoration
of Pothead Yard Works. With a view to protect the Pothead Yard from
such events in future, cladding work has been undertaken at an
estimated cost of Rs.75.25 crores.

Necessary claims for damages of Barrage works and Pothead Yard
have been filed with the Insurance Company. An “On Account” payment
of Rs.17.50 crores has since been received from the Insurance
Company. Notices for the above mentioned Force Majeure events have
been served on HPSEB in terms of PPA.

DIVIDEND

In order to conserve the resources for meeting the substantial capital
expenditure being incurred due to Force Majeure events, the Directors
of your Company regret their inability to recommend any dividend for
the Financial Year 2005-2006.

CHANGE IN BASIS OF DEPRECIATION

Ministry of Company Affairs, Government of India, vide letter
No. 45/1/2006-CL-Ill dated 26" June, 2006, has approved the Company’s
proposal to provide depreciation @ 2.71% per annum (against the
depreciation being charged as per Schedule XIV to the Companies
Act, 1956) on Hydro-Electric Plant w.e.f. 24" May, 2003 and write back
of depreciation, for the years ended 315 March, 2004 & 315t March, 2005.
The working results have been prepared accordingly.

DEBT RE-STRUCTURING

As reported last year, the Company has successfully completed the
exercise of reduction of interest rates on the Company’s borrowings to
10.5% p.a. Efforts are on for further reduction in the interest rates. While
some of the lenders have agreed to such realignment of interest rates,
your Company is pursuing the matter with other lenders.

TARIFF DETERMINATION

Application for determination of Tariff has been filed with the Himachal
Pradesh Electricity Regulatory Commission (HPERC). The directions
of the Hon’ble Commission under HPERC (Terms and Conditions of
Determination of Tariff) Regulations, 2004 and HPERC (Revenue and
Tariff Filing) Regulations, 2005 have been complied with. The Orders
of the Hon’ble Commission determining the tariff are likely to be
pronounced in August, 2006.

OUTLOOK

The Directors of your Company are pleased to report that the generation
of energy units during May, 2006 have exceeded the combined design
energy units of April and May, 2006 after the generation had
recommenced on 2" May, 2006. The Plant availability has been
maintained at above 97.5%. The entire energy generated is being
purchased by HPSEB and payment is being received regularly on time.
The hydrology is good and the Company is confident of generating the
planned design energy units.

The Directors of your Company are pleased to report that the Company
has entered into a Memorandum of Understanding with the Power Grid
Corporation of India Limited to promote a Joint Venture Company for
establishing a Transmission System for evacuating power from
1000 MW Karcham Wangtoo Hydro-Electric Project. This has forayed

the Company’s entry into the Transmission Sector.
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In view of the aforesaid factors, the future outlook of the Company’s
operations is bright.

SHARE CAPITAL

During the year under report, there was no change in the paid up capital
of the Company.

AUDIT COMMITTEE

The Audit Committee consists of Independent Directors, namely
S/Shri B.K. Taparia (Chairman), B.K. Gupta (LIC Nominee), B.K. Batra
(IDBI Nominee) and S.D. Nailwal, satisfying the requirements of
Section 292A of the Companies Act, 1956 and Clause 49 of the Listing
Agreement with Stock Exchanges.

DIRECTORATE

During the year under report, Shri Jaiprakash Gaur relinquished the
Office of Whole-time Chairman as also Member of the Board of the
Company w.e.f. 28" December, 2005.

The Board places on record the pioneering initiative and relentless efforts
of Shri Jaiprakash Gaur in setting up of the Company’s Baspa-II
Hydro-Electric Power Project from concept to commissioning which is
the Country’s first Hydro-Electric Project of this size in the Private Sector.
However, as Founder Promoter, his guidance will continue to be
available for future growth of the Company.

The Board of Directors have w.e.f. 28th December, 2005, appointed
Shri Manoj Gaur, as Chairman of the Company.

Shri Sunil Kumar Sharma, has been appointed as Vice Chairman of
the Company w.e.f. 28" December, 2005 vice Shri S.K. Jain, who
continues to be a Director on the Board of the Company.

The Board of Directors have re-appointed Shri J.N. Gaur as
Whole-time Director for a further period of five years w.e.f 1st October, 2005.
A resolution of this effect is being placed before the members for approval.
Shri S.K. Jain, Shri Sunil Kumar Sharma and Dr. R.C. Vaish retire by
rotation at the ensuing Annual General Meeting and being eligible, offer
themselves for re-appointment.

CORPORATE GOVERNANCE

As required by Clause 49 of the Listing Agreement with the Stock
Exchanges, a report on Corporate Governance together with Auditors’
certificate on Corporate Governance is appended to the Annual Report.
MANAGEMENT DISCUSSION AND ANALYSIS REPORT

As required by Clause 49 of the Listing Agreement with the Stock
Exchanges, a Management Discussion and Analysis report is appended
to the Annual Report.

DIRECTORS’ RESPONSIBILITY STATEMENT

Pursuant to Section 217(2AA) of the Companies Act, 1956, the Directors,

based on the representation received from the operating management

and after due enquiry, confirm the following in respect of the audited

annual accounts for the year ended 31st March, 2006:-

i)  that in the preparation of the annual accounts, the applicable
accounting standards have been followed and that there are no
material departures;

i) that the Directors have, in consultation with the Statutory Auditors,
selected such accounting policies and applied them consistently
and made judgement and estimates that are reasonable and
prudent so as to give a true and fair view of the state of affairs of
the Company;

iiiy that the Directors have taken proper and sufficient care for
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 fraud and other irregularities; and

iv) that the annual accounts have been prepared on a going concern
basis.

DEPOSITS

The Company did not invite / accept any Fixed Deposits from the public
during the year under report.
PARTICULARS OF EMPLOYEES

During the year under report, none of the employees was in receipt of
remuneration exceeding the limits prescribed under Section 217(2A)

of the Companies Act, 1956, read with the Companies (Particulars of
Employees) Rules, 1975, as amended.

PARTICULARS OF ENERGY CONSERVATION, TECHNOLOGY
ABSORPTION AND FOREIGN EXCHANGE EARNINGS AND OUTGO

Particulars with respect to conservation of energy, technology absorption
and foreign exchange earnings and outgo, as per Section 217(1)(e) of the
Companies Act, 1956, read with the Companies (Disclosure of Particulars in
the Report of Board of Directors) Rules, 1988 and forming part of the Directors’
Report for the year ended 31st March, 2006 are annexed to this report.

NOTES ON ACCOUNTS

The observations of Auditors and Notes on Accounts are
self-explanatory.

PERSONNEL AND INDUSTRIAL RELATIONS

The industrial relations continued to be cordial. The Directors of your
Company wish to place on record their appreciation for the contribution
of the workers and officers of the Company at all levels.

AUDITORS

M/s. R. Nagpal Associates, Chartered Accountants, Auditors of the
Company retire at the conclusion of this Annual General Meeting and
being eligible, offer themselves for re-appointment.
ACKNOWLEDGEMENTS

The Directors of your Company wish to place on record their gratitude
to the Government of India, Government of Himachal Pradesh, Himachal
Pradesh State Electricity Board, Central Electricity Authority, Himachal
Pradesh Electricity Regulatory Commission, NHPC (Lenders’
Engineers), Reserve Bank of India, All India Financial Institutions and
Public Sector/ Foreign Banks, associated with the Company for their
continued co-operation and support. The Board sincerely acknowledges
the faith and confidence reposed by the shareholders in the Company.

On behalf of the Board

J.N. GAUR  SUNIL KUMAR SHARMA
Place: New Delhi Whole-time Director Vice-Chairman
Date: 30th June, 2006 & CEO

ANNEXURE TO THE DIRECTORS’ REPORT

THE COMPANIES (DISCLOSURE OF PARTICULARS IN THE
REPORT OF BOARD OF DIRECTORS) RULES, 1988

(A) CONSERVATION OF ENERGY

Electricity consumption in Power House auxiliaries is mainly for
running governor oil and cooling water pumps and for ventilation,
air conditioning and lighting purposes. Effective energy
conservation measures are being taken in general and also
ensuring that electricity consumption in these auxiliaries is kept
at the minimum.

Information in Form A, as prescribed for certain industries, is not
applicable to the Company.

(B) TECHNOLOGY ABSORPTION

The Hydro-Electric Power Plant was commissioned in May/June,
2003. Every effort was made to ensure that various equipments
of the Power House, correspond to state of the art technology.

Asecond spare runner with tungsten carbide coating by employing
HYOF thermal spray process has been procured and put to
operation in May, 2006. Such coating is expected to considerably
enhance the life of the runner by minimizing corrosion due to silt.

Further, for proper maintenance of the plant, innovative technology
will always be adopted. No specific expenditure on Research and
Development is envisaged for the same.

(C) FOREIGN EXCHANGE EARNINGS AND OUTGO

Particulars of Foreign Exchange earnings and outgo are given in
Schedule ‘N’ - Notes to the Accounts under Note No.9.
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REPORT ON CORPORATE GOVERNANCE
COROPRATE GOVERNANCE
Commitment to values, fairplay and transparency are the corner stones of the principles of Corporate Governance.
1. COMPANY’S PHILOSOPHY ON CODE OF CORPORATE GOVERNANCE

The Company as a part of Jaypee Group, is committed to attain highest standards of Corporate Governance. The Company’s philosophy
on Corporate Governance emanates from its commitment for the highest level of transparency and accountability towards its shareholders,
customers, employees, Financial Institutions, Banks and the Government while maintaining steady focus for creation of wealth for
shareholders on sustainable basis.

2. BOARD OF DIRECTORS

The Board of Directors as on 31t March, 2006 consisted of 15 Directors. As per Clause 49 of Listing Agreement, where there is Non-
Executive Chairman, at least one third of the Board should comprise of independent directors. Our Board of Directors comprise of 8
Independent Directors, besides two Whole-Time Directors who are otherwise independent professionals.

The details regarding the attendance of Directors at the Board Meetings, Number of other Directorships and Committee positions held by

them in other Companies, as on 31t March, 2006, are given below :

Name & Designation | Category/ Last Annual No.of Board Meetings No. of other
of the Directors Position General Meeting Attended out of 6 Directorships excluding Committee
Attended held during the year Directorship in Private Positions
Limited Companies
Member | Chairman

Shri Jaiprakash Gaur | Executive/ Yes 5 - - -
Promoter *

Shri S.K. Jain Non-Executive/ No 4 1 - 1
Promoter $

Shri Manoj Gaur, Non-Executive/ Yes 5 13 1 1

Chairman Promoter #

Shri Sunil Kumar Non-Executive/

Sharma, Promoter $ No 4 8 1 1

Vice Chairman

Shri Gopi K. Arora Non-Executive/ No 4 13 4 2
Independent

Shri D.N. Davar Non-Executive/ Yes 6 14 5 5
Independent

Shri B.K. Taparia Non-Executive/ Yes 6 4 - 2
Independent

Shri B.K. Batra Non-Executive/

(IDBI Nominee) Independent No 4 2 3 -

Shrii B.K. Gupta Non-Executive/

(LIC Nominee ) Independent Yes 6 - 1 -

Dr. R.C. Vaish Non-Executive/ No 4 6 4 -
Independent

Dr. D.G. Kadkade Non-Executive/ No 4 1 1 -
Promoter

Dr. R.L. Gupta Non-Executive/ Yes 6 2 - 1
Independent

Shri S.D. Nailwal Non-Executive/ Yes 5 1 3 -
Independent

Shri Narendra Singh Non-Executive/ No 3 - - -
Non Independent

Shri J.N. Gaur Executive Yes 6 - 1 -

Whole-time Director

and Chief Executive

Officer

Shri R.K. Narang Executive Yes 6 - - -

Whole-time Director

and Chief Financial

Officer

Notes: * Shri Jaiprakash Gaur relinquished the office of Whole-time Chairman without remuneration (with Substantial Powers of Management) with

effect from 28" December, 2005.
# Shri Manoj Gaur was appointed as Non-Executive Chairman w.e.f. 28" December, 2005.
$ Shri Sunil Kumar Sharma was appointed as Vice Chairman vice Shri S.K. Jain w.e.f. 28" December, 2005.
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Number of Board Meetings held and dates thereof:

During the financial year 2005-06, 6 meetings of the Board of Directors
were held. The meetings were held on 28" June, 2005, 25" July, 2005,
11" September, 2005, 26" October, 2005, 28" December, 2005 and
30" January, 2006. The maximum time gap between two meetings
was not more than 4 calender months.

Information placed before the Board:

Information placed before the Board of Directors broadly covered the
items specified in Clause 49 of the Listing Agreement and such other
items which are necessary to facilitate meaningful and focused
deliberations on issues concerning the Company and taking decision
in an informed and efficient manner. Besides, the Directors on the Board
have complete access to all information of the Company, as and when
necessary.

3. CODE OF CONDUCT

The Board of Directors has laid down a Code of Conduct for all Board
members and senior management of the Company which is widely
circulated amongst Members of the Board and Senior Management
Personnel. The Members of the Board and Senior Management
Personnel have affirmed compliance to the said Code of Conduct in
writing. The Code of Conduct has been posted on the Company’s
website, www.jhpl.com.

4. AUDIT COMMITTEE

As a measure of good Corporate Governance and to provide assistance
to the Board of Directors in fulfilling the Board’s oversight
responsibilities, an Audit Committee had been constituted by the Board.
The constitution of Audit Committee also meets the requirements of
Section 292A of the Companies Act, 1956. The terms of reference of
the Audit Committee are, as contained under Clause 49 of the Listing
Agreement. All the four members of the Committee, including its Chairman
are Non- Executive and Independent Directors. Four meetings of
the Committee were held during the year i.e. on 28™ June, 2005,
25" July, 2005, 26" October, 2005 and 30™ January, 2006.

The Audit Committee, inter-alia, reviews :
* Quarterly, half yearly and yearly Financial statements
e Annual Budget and Variance Reports
» Significant related party transactions

The constitution of Remuneration Committee is as under :-

Name Position
Shri Gopi K Arora Chairman
Shri B.K. Taparia Member
Shri B.K. Batra(IDBI Nominee) Member

The remuneration package presently being paid to the Whole-time
Directors was as approved by the Board / Shareholders. The
remuneration is paid to Whole-time Directors in the form of Salary and
Perquisites. The Non- Executive Directors are presently entitled to a
sitting fee of Rs.5000/- for each meeting of the Board/ Committee thereof.

Details of Remuneration paid to all the Directors for the year:
a) Executive Directors (Managing / Whole-time Directors)

Shri Jaiprakash Gaur, Chairman (Whole-Time; having substantial
powers of management) did not draw any remuneration from the
Company right from his initial appointment w.e.f. 7" January, 1995 till
he relinquished office on 28" December, 2005.

The aggregate value of salary and perquisites paid to Whole-time
Directors for the year ended 31st March, 2006 was as follows:

Name Designation Salary Perquisites | Total
(Rs.) (Rs.) (Rs.)
Shri J.N. Gaur Whole-time
Director & CEO | 9,00,000 | 7,93,058 16,93,058
Shri R.K. Narang Whole-time
Director & CFO | 6,60,000 |5,93,578 12,53,578

b) Non-Executive Directors

The Company has not paid any remuneration to Non-Executive Directors
except the Sitting Fee of Rs.5000/- per meeting for attending the
meetings of the Board of Directors and Committees thereof. The criteria
for payment of sitting fees to Non-Executive Directors is based on the
decision of the Board and is within the statutory ceiling laid down under
the provisions of the Companies Act, 1956.

The details of the sitting fee paid to the Non-Executive Directors during
the year under review and the number of shares of the Company held
by each Non-Executive Director are as under :-

¢ Audit Reports Name of the Designation | Total sitting No. of

« Recommendation for appointment and remuneration of Statutory | Director fee paid shares
Auditors. (Rs.) held as on
¢ Management discussion and analysis of financial conditions and 16 June,

results of operations 2006

The details of names of members and Chairman, meetings held during Shri Manoj Gaur Chairman 45,000 71000
the year and attendance thereat are as under: Shri Sunil Kumar Sharma | Vice Chairman 35,000 B
Name Total Meetings held | Meetings Shri S.K. Jain Director 35,000 25925
during the tenure of | attended Shri Gopi K Arora Director 30,000 -

the member Shri D.N. Davar Director 30,000 100000

Shri Gopi K Arora* 3 2 Shri B.K. Taparia Director 35,000 5000

Shri B.K. Taparia*, Chairman 1 1 Shri B.K. Batra Director
Shri B.K. Batra, Member (IDBI Nominee) |  35,000# -
(IDBI Nominee) 4 3 Shri B.K. Gupta Director

Shri B.K. Gupta, Member (LIC Nominee) 50,000 -
(LIC Nominee) 4 4 Dr. R.C. Vaish Director 20,000 -
Shri S.D. Nailwal, Member 4 3 Dr. D.G. Kadkade Director 25,000 117100
Note: *Audit Committee was re-constituted w.e.f. 28" December, 2005 Dr. R.L. Gupta Director 35,000 10000
and Shri B.K. Taparia was appointed as Chairman vice Shri S.D. Nailwal Director 65,000 200

Shri Gopi K Arora who ceased to be Member/Chairman of the Shri Narendra Singh Director 15,000 28000

Committee.
5. REMUNERATION COMMITTEE
The Remuneration Committee was constituted to recommend/review
the remuneration package of the Managing/ Whole-time Director(s).
As required by Clause 49 of the Listing Agreement, the Board of the
Company had constituted a Remuneration Committee, comprising three
Non-Executive Independent Directors.

Note: Sitting Fees represents payment to the Directors for attending
meetings of the Board and Committees thereof.

# Sitting Fee was paid directly to IDBI.

6. SHAREHOLDERS’/ INVESTORS’ GRIEVANCE COMMITTEE

The Board of the Company has re-constituted the Shareholders’/
Investors’ Grievance Committee, which presently comprises of
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Dr. R.L. Gupta (Chairman), Dr. D.G. Kadkade, Shri J.N. Gaur and
Shri S.D.Naiwal. The Committee has been constituted, inter-alia, to
consider rematerialisation of shares, transposition of names,
consolidation of shares, issue of duplicate shares etc. and to look into
redressal of shareholders’ complaints. During the year, 4 meetings of
the Committee were held.

During the year, the Company had received 5799 investors’ references
out of which 5797 references were resolved till 315 March, 2006 and
the remaining 2 references were also resolved by 5" April, 2006.

Subsidiary Companies
The Company does not have any subsidiary.
Risk Management

The Company manages risks as an integral part of its decision making
process and has a structured framework for risk assessment and
minimization procedures.

CEO/CFO Certification

In terms of the requirements of Clause 49 (v) of the Listing Agreement,
the CEO and CFO have submitted necessary certificate to the Board at
its meeting held on 30" June, 2006 stating the particulars specified
under the said clause.

7. GENERAL BODY MEETINGS

The details of last three Annual General Meetings are mentioned below:

2002-03 2003-04 2004-05
Date and Time | 30.09.2003 18.09.2004 12.09.2005
9.30 AM. 10.00 A.M. 10.30 A.M.
Venue C-16, Sector-1, | C-16, Sector-1, | Hotel Peter
Lane-1, SDA Lane-1, SDA Hoff, Chaura
Housing Colony, | Housing Colony, | Maidan
New Shimla- New Shimla- Shimla-
171009 (H.P) 171009 (H.P) 171004 (H.P.)
Details of Appointment of | NIL NIL
Special Statutory
Resolutions Auditors
Resolution(s) N.A. N.A. NIL
passed through
Postal Ballot

8. DISCLOSURES

a. There were no materially significant related party transactions
i.e. transactions of the Company of material nature, with its
promoters, the directors or the management, their subsidiaries
or relatives, etc. that may have potential conflict with the interests
of the Company at large. The related party transactions are duly
disclosed in the Notes on Accounts to the Balance Sheet.

b. There were no cases of non-compliance by the Company and
no penalties, strictures were imposed on the Company by Stock
Exchanges or SEBI or any statutory authority, on any matter
related to capital markets, during the last year.

c. No treatment different from the Accounting Standards,
prescribed by the Institute of Chartered Accountants of India,
has been followed in the preparation of Financial Statements.

d. The Company has complied with the mandatory requirements
of Clause 49 of the Listing Agreement.

e. The Company at present has adopted the non-mandatory
requirement in regard to constitution of Remuneration
Committee.

9. SECRETARIAL AUDIT

A qualified practising Company Secretary carried out quarterly
secretarial audit to reconcile the total admitted capital with National
Securities Depository Limited (NSDL) and Central Depository
Services (India) Limited (CDSL) and the total issued and listed capital.
The audits confirmed that the total issued / paid-up capital is in
agreement with the aggregate of total number of shares in physical
form and the total number of dematerialized shares held with NSDL
and CDSL.

10. MEANS OF COMMUNICATION

The Equity Shares of the Company were listed on NSE & BSE for
the first time on 18" April, 2005.

The quarterly, half yearly and annual results were published in leading
Newspapers which included Economic Times, Business Standard,
Financial Express and Divya Himachal. The same were sent to Stock
Exchanges and were also displayed on the website of the Company,
www.jhpl.com and simultaneously posted on the Electronic Data
Information Filing and Retrieval website namely www.sebiedifar.nic.in
The website is also accessible through a hyperlink ‘EDIFAR’ from
SEBI’s official website, www.sebi.gov.in.

Management Discussion & Analysis Report

The Management Discussion and Analysis Report (MD&A) forms part
of the Annual Report.

Compliance Officer:

The Board has designated Shri M.M. Sibbal, Company Secretary, as
the Compliance Officer.

Address: “JA Annexe”, 54 Basant Lok
Vasant Vihar, New Delhi-110 057

e-mail: mm.sibbal @jalindia.co.in
Phone:  +91-11-26141540 (Extn.336)
Fax: +91-11-26145389

11. GENERAL SHAREHOLDERS’ INFORMATION
11" Annual General Meeting

Date : 30th August, 2006
Time : 11.00 A.M.
Venue : Hotel Peter Hoff, Chaura Maidan

Shimla 171 004 (HP)

22nd August, 2006 to 30th August, 2006
(both days inclusive)

Date of Book Closures :

Financial Calendar
Key Financial Reporting Dates for the Financial Year 2006-2007
First quarter ending
June 30, 2006

Second quarter ending
September 30, 2006
Third quarter ending
December 31, 2006
Fourth quarter ending
March 31,2007

Listing on Stock Exchanges

On or before July 31, 2006
On or before October 31, 2006

On or before January 31, 2007
On or before April 30, 2007 or, if
audited, on or before June 30, 2007

The Equity shares of the Company were listed on the National Stock
Exchange of India Ltd. and The Stock Exchange, Mumbai w.e.f. 18" April,
2005. The Company has paid annual listing fees due to the above Stock
Exchanges for the year 2006-2007. The Equity Shares of the Company
also included in “Futures and Options” segment by the National Stock
Exchange of India Ltd.

Stock Code

The stock code of the shares listed on the Stock Exchanges, is as
under:

Name of Stock Exchange Code

The Stock Exchange, Mumbai (BSE) 532627
National Stock Exchange (NSE) JPHYDRO
ISIN No. INE351F01018

Market Price Data and performance in comparison to NSE-Nifty
The high and low of the share price of the Company during each month
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in the last financial year at NSE, BSE and NSE-Nifty were as under:

Month Share Price Share price NSE-Nifty
at BSE (Rs.) at NSE (Rs.)
High | Low High | Low High Low

April, 05| 37.75 | 27.95 | 35.50 | 27.95 | 2084.90 | 1896.30
May, 05 | 29.85 | 27.00 | 29.90 | 27.00 | 2099.35 | 1898.15
June, 05 | 31.40 | 27.10 | 31.50 | 27.10 | 2226.15 | 2061.35
July, 05 32.85 | 27.65 | 32.95 | 27.60 |2332.55 | 2171.25
Aug., 05 | 33.90 | 29.15 | 33.85 | 29.10 | 2426.65 | 2294.25
Sept.,05 | 34.50 | 30.10 | 34.75 | 30.05 | 2633.90 | 2382.90
Oct., 05 | 35.45 | 27.85 | 35.45 | 27.75 | 2669.20 | 2307.45
Nov., 05 34.35 | 29.75 | 34.30 | 29.65 | 2727.05 | 2366.80
Dec., 05 | 35.00 | 32.30 | 34.95 | 32.20 | 2857.00 | 2641.95
Jan., 06 33.70 | 31.00 | 34.00 | 30.80 | 3005.10 | 2783.85
Feb., 06 32.25 | 28.15 | 32.45 | 28.10 | 3090.30 | 2928.10
Mar., 06 32.95 | 27.50 | 33.05 | 27.50 | 3433.85 | 3064.00

Registrar and Transfer Agents:

M/s. Karvy Computershare Pvt. Ltd.
Karvy House, 46, Avenue 4,

Street No.1, Banjara Hills

Hyderabad - 500 034

Website : www.karvy.com

e-mail address: mailmanager@karvy.com
Phone : 91 40 23312454

Fax : 914023311968

Share Transfer System

The Board of Directors has delegated the power of re-materialisation of
shares, transfers,splitting/consolidation of share certificates and issue
of duplicate share certificates etc. to Shareholders’ / Investors’
Grievance Committee comprising of Dr. R.L. Gupta (Chairman),
Dr. D.G. Kadkade, Shri J.N. Gaur and Shri S.D. Nailwal, Members.
Distribution of Shareholding

The distribution of shareholding as on 31 March, 2006, was as follows:

Share holding of Shareholders Paid-up Value
nominal value of
(Rs.) Number % to (Rs.) % to
total total
Upto 5,000 159443 86.83 | 364220680 7.42
5,001 — 10,000 13420 7.30 | 114448310 2.33
10,001 - 20,000 5447 2.97 85007880 1.73
20,001 - 30,000 1754 0.96 45901010 0.93
30,001 - 40,000 772 0.42 27952350 0.57
40,001 - 50,000 826 0.45 39803990 0.81
50,001 - 1,00,000 1016 0.56 75881560 1.55
1,00,001 and above 945 0.51 | 4156790220 | 84.66
TOTAL 183623 100 | 4910006000 100
Held by % holding
Promoters (Jaiprakash Associates Ltd.) 63.34
Banks / Mutual Funds/FI/Flls 7.56
NRls 0.40
Indian Public 28.70

Dematerialisation of Shares and Liquidity:

The entire share capital of the Company is held in dematerialized form
except for 700 shares held by the original subscribers alongwith
Jaiprakash Associates Ltd. and 6286 Shares have been rematerialized
by certain shareholders. The shares of the Company are in ‘Futures
and Option’ Segment on National Stock Exchange of India Limited and
are actively traded on both NSE and BSE.

Plant locations

The Plant is located on the bank of river Baspa, a tributary of River
Satluj in Kinnaur District, about 210 KM from Shimla, the capital of
Himachal Pradesh.

Unclaimed Dividends

Pursuant to Section 205C of the Companies Act, 1956, there were no
unclaimed dividends to be transferred to the Investors’ Education and
Protection Fund of the Central Government during the year.

Outstanding GDRs/ADRs/warrants or any convertible instruments,
conversion date and likely impact on Equity

The Company has not issued any GDRs/ ADRs Warrants or any
convertible instruments.

Address for Correspondence

Company’s address: Registered Office:

C-16, Sector-1, Lane-1, SDA Housing
Colony, New Shimla-171 009 (H.P.)

Head Office:

“JA Annexe”, 54, Basant Lok, Vasant Vihar,
New Delhi 110057

M/s. Karvy Computershare Pvt. Ltd.

Karvy House, 46, Avenue 4,

Street No.1, Banjara Hills

Hyderabad - 500 034

Electronic Clearning Service (ECS)

The Company avail ECS facility for distribution of dividend in the
metropolitan cities.

Non-mandatory Requirements

The Company has constituted a Remuneration Committee. Relevant
details of the Remuneration Committee are provided in paragraph 5 of
this Report.

As regards training of Board members, the Directors on the Board are
seasoned professionals having wide range of expertise in diverse fields.
They keep themselves abreast with the latest developments in the
fields of Management, Technology and Business Environment through
various symposiums, seminars, etc.

The Company uploads its Quarterly, Half — Yearly and Annual Results
on its web site — www.jhpl.com which is accessible to all. Besides the
Results are also available on www.sebiedifar.nic.in. The results are
also reported to Stock Exchanges and published in National Newspapers
in English and in Hindi newspapers having wide circulation.

The Company believes in maintaining its accounts in a transparent
manner and aims at receiving unqualified report of Auditors on the
financial statements of the Company. During the year under review
there is no audit qualification in its financial statements.

DECLARATION
All Board Members and Senior Management personnel have
affirmed compliance with the Code of Conduct for Directors and Senior
Management, as approved by the Board.

Registrar’'s Address:

J.N. GAUR
(Director-in-Charge)
Whole-time Director & CEO

Place : New Delhi
Date : 30th June, 2006

CORPORATE GOVERNANCE COMPLIANCE CERTIFICATE
To
The Members of Jaiprakash Hydro-Power Limited
We have examined the compliance of conditions of Corporate
Governance b(\; Jaiprakash Hydro-Power Limited for the year ended on
315t March, 20086, as stipulated in Clause 49 of the Listing Agreement of
the said Company with the Stock Exchanges.
The compliance of conditions of Corporate Governance is the
responsibility of the Management. Our examination was limited to the
procedures and implementation thereof, adopted by the Company for
ensuring the compliance of the conditions of Corporate Governance. It
is neither an audit nor an expression of opinion on the financial
statements of the Company.
In our opinion and to the best of our information and according to the
explanations given to us, we certify that the Company has complied
with the conditions of Corporate Governance as stipulated in
Clause 49 of the Listing Agreement.
We state that no investor grievance is pending for a period exceeding
one month against the Company.
We further state that such compliance is neither an assurance as to the
future viability of the Company nor the efficiency or effectiveness with
which the Management has conducted the affairs of the Company.

For R. NAGPAL ASSOCIATES
Chartered Accountants

R NAGPAL
Place: New Delhi Partner
Date: 30th June, 2006 M. No. 81594




)

© [ IATFRAKASH

MANAGEMENT DISCUSSION AND ANALYSIS REPORT

INDUSTRY STRUCTURE AND DEVELOPMENTS

India is a country with a dynamic economy growing at over 8%
per annum. To meet the growing demand for energy, the country
is expected to add power generating capacity of over 100,000
MW in the next 10 years. The bulk of this capacity addition is
expected to come from the main power resource potential of the
country i.e. coal and hydropower.

India is endowed with a large economically exploitable hydro
potential assessed at about 84,000 MW at 60% load factor
equivalent to a probable installed capacity of 1,48,700 MW. Only
about 21% of this i.e. just over 32,000 MW has been exploited so
far. However, the construction of hydel projects is most challenging
due to a number of factors such as difficult and inaccessible
locations, fragile and unpredictable geological conditions, long
gestation period, environmental issues like forests and wild life
aspects, resettlement and rehabilitation problems etc.

The capacity addition in hydro since independence have not
grown in tandem with the additions in the thermal capacity.
Resultantly, the hydro thermal ratio which stood at 46:54 in the
70’s has come down to 26:74.

Hydro-power being renewable, economical and environment
friendly is the preferred source of power particularly in the context
of rising fuel costs and environmental concerns of global warming.
The government have accorded the highest priority to the rapid
development of hydro-power and have launched the 50,000 MW
hydro initiative under which 162 pre-feasibility reports have been
prepared.

The Company, with its successful track record of operating Hydro-
power Station, now for more than three years, has the “first mover
advantage” to participate in the growing opportunities in this
important sector.

OPPORTUNITIES AND THREATS

The Electricity Act, 2003 has put in place a liberal and progressive
framework for the Power industry in India. It has removed/reduced
entry barriers to different segments. This is aimed at promoting
competition and protecting interests of consumers. Regulatory
framework both at the central level and at the state level along
with the Appellate Tribunal for electricity has been put in place to
provide transparent regulation.

While thermal generation has been completely delicenced, hydro
projects presently require only clearances with respect to optimal
utilization of water and inter-State and public safety issues. The
Policy permits open access to transmission and allows
construction of both captive and collective captive power plants.
Power trading has been recognized as a distinct licensed activity
under the supervision of the Central Electricity Regulatory
Commission (CERC) and with the power trading companies
becoming operational, the marketing risks of private power
producers has considerably decreased.

Hydro projects are located in remote areas and generally require
long dedicated transmission lines to carry power to the load
centers. This not only adds to the cost of power but also increases
the risk associated with hydro projects, as the availability of the
transmission line would have to be synchronized with the
commencement of generation. Further, since hydro potential
generally exists along the river vallies it would be necessary to
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optimize the transmission system given the difficult terrain and
limited availability of space. It is, therefore, necessary that a
detailed transmission plan be prepared for the river vallies and
the plan implemented keeping in view the timing of completion of
projects and optimizing the redundancies for future capacities.
Agencies like the Power Grid Corporation of India Ltd. (PGCIL) —
the Central Transmission Utility would have to be involved for
evacuation of power from large projects involving inter-state sale
of power and State Transmission Utilities for intra-state projects
selling power within the region. The Central Electricity Regulatory
Commission (CERC) in its recent order has required that the
transmission corridor would have to be booked for a minimum
period of 25 years to qualify as “long-term user”. Power Purchase
Agreements (PPA) would therefore have to also reflect this
development and coincide for at least this period of 25 years.

The high capacity inter-regional transmission links, forming the
back bone of National Power Grid would require an investment
of the order of Rs. 40,000 crores of which about 50% would be
needed in Tenth plan and the balance during the Eleventh Plan
period. Simultaneously, strengthening of Regional System for
meeting the increased transmission needs on account of increase
inter-regional transactions as well as for transmission and
dispersal of power from generation resources within the regions
are planned to be continued.

The Government made enabling provisions for private sector
participation in transmission sector way back in 1998 by amending
the then existing Electricity Act 1948. In the newly enacted the
Electricity Act 2003, any private sector player can seek license
from the Appropriate Commission to carry out business in
transmission of electricity.

Government of India envisages two routes for private sector
participation in transmission ventures. IPTC route-provides 100%
fund mobilization by private entrepreneurs as Independent Private
Transmission Company (IPTC) and JVC route — provides formulation
of Joint Venture Company (JVC) with Central Transmission Utility
(CTU)/State Transmission Utility (STU) by selecting a private
investor as joint venture partner. Bina-Nagda Dehgam 400KV Double
circuit transmission line and M/s. Powerlinks Transmission Limited
are the examples of the two routes.

Reducing T & D losses, Anti-theft measures, 100% metering
programme, consumer care center and Information technology
initiatives are the further areas of immense opportunities in the
power sector.

The Company with its demonstrated track record in successfully
operating hydro power plant is fully geared to take the advantages
of the Electricity Act, 2003, more particularly in diversifying its
business to transmission and distribution sector. In this framework
the Company has already entered into a Memorandum of
Understanding with Power Grid Corporation of India Limited for
developing a Transmission System to evacuate power to be
generated by 1000 MW Karcham Wangtoo Hydro Electric Project
in Himachal Pradesh to a suitable Interconnecting point through
a Joint Venture Company.

SEGMENT-WISE OR PRODUCT-WISE PERFORMANCE

The Company is primarily engaged in generating Hydro-Power

and thus has only one segment.
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Apart from the incident of flood related precautionary stoppage
of plant and loss of generation of power due to damage to
Pothead Yard, the plant operated quite satisfactorily. The
Company is identifying avenues for entering into transmission
and distribution business and has entered into a Memorandum
of Understanding with Power Grid Corporation of India Limited
for setting up a transmission system to evacuate power to be
generated by 1000 MW Karcham Wangtoo Hydro Electric Project
in Himachal Pradesh to a suitable Interconnecting point through
a Joint Venture Company.

RISKS AND CONCERNS

The Company’s plant being located in an area which is difficult to
access and in difficult terrain, it carries normal risks which are
associated with the Hydro- Power Projects, besides the surprises
arising out of the natural vagaries. Despite this, the Company
has had a fairly stable generation and has been regularly receiving
payments for the sale of energy and is regular in servicing its
debt obligations.

INTERNAL CONTROL SYSTEMS AND THEIR ADEQUACY

The Company has adequate internal control systems
commensurate with its size of operations and is manned by
qualified and experienced executives.

The Company has Management Committee at Project site to
ensure efficient, economical operations and quality control.

The Company, in addition to internal controls, also has concurrent
audit being undertaken by the Concurrent Auditors and also
Lenders’ Engineers (NHPC) appointed by the Lenders to ensure
that the internal control systems including operation of Plant,
utilization of sale proceeds of power etc. are appropriately
maintained and empowered from time to time.

FINANCIAL PERFORMANCE WITH RESPECT TO
OPERATIONAL PERFORMANCE

The financial performance of the Company with respect to
operational performance is quite satisfactory ensuring the
Company’s commitments of servicing its debts and enhancing
the value for Equity Shareholders.

MATERIAL DEVELOPMENTS IN HUMAN RESOURCES/
INDUSTRIAL RELATIONS

The Company recognises the human resources as its most valued
asset. The Company has specialised professionals in the fields
of Engineering, Finance, Administration etc. to take care of its
operations and allied activities.

Necessary training for operations and maintenance was initially
imparted by the main equipment suppliers, namely Siemens A.G.
Consortium, VA-Tech Hydro-Vevey, Alstom, etc. Training is a
continuous process and for this purpose the training needs at
various level are identified and necessary training programmes
are organized. Training programs are conducted in-house and
personnel are also deputed for training programmes conducted
by reputed Institutions / others.

The Company has adequate number of technically qualified and
well experienced staff for the day-to-day operations of the
Company.

The industrial relations continue to be cordial.

AUDITORS’ REPORT
TO, THE MEMBERS OF JAIPRAKASH HYDRO-POWER LIMITED

We have audited the attached Balance Sheet of JAIPRAKASH HYDRO-
POWER LIMITED as at 31st March, 2006 and also the Profit and Loss
Account and the Cash Flow Statement for the year ended on that date
annexed thereto. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in India. Those Standards require that we plan and perform
the audit to obtain reasonable assurance about whether the Financial
Statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis
for our opinion.

We report that:

(1) Asrequired by the Companies (Auditor’s Report) Order 2003, as
amended by the Companies (Auditor’s Report) (Amendment)
Order 2004 (together the ‘Order’) issued by the Central
Government of India, in terms of Section 227(4-A) of the
Companies Act, 1956, we give in the Annexure a statement on
the matters specified in paragraphs 4 and 5 of the said Order.

(2)  Further to our comments in the Annexure referred to in paragraph
1 above:

(a) We have obtained all the information and explanations,
which to the best of our knowledge and belief were
necessary for the purpose of our audit;

(b)  Inour opinion, proper books of account have been kept by
the Company as required by law so far as appears from
our examination of those books;

()  The Balance Sheet, Profit & Loss Account and Cash Flow
Statement referred to in this report, are in agreement with
the books of account;

(d)  In our opinion, the Balance Sheet, Profit & Loss Account
and Cash Flow Statement referred to in this report, comply
with the accounting standards referred to in sub-section
(3C) of Section 211 of the Companies Act, 1956;

(e) On the basis of written representations received from the
directors, as on 31 March, 2006, and taken on record by
the Board of Directors, we report that none of the directors
is disqualified as on 31t March, 2006 from being appointed
as a director in terms of clause (g) of sub-section (1) of
section 274 of the Companies Act, 1956;

In our opinion and to the best of our information and according to

the explanations given to us, the said accounts, read together

with significant accounting policies and other notes thereon, give
the information required by the Companies Act, 1956, in the
manner so required and give a true and fair view:
i) in the case of the Balance Sheet, of the state
of affairs of the Company as at 31" March,
2006,
i) in the case of the Profit & Loss Account, of
the profit of the Company for the year ended
315t March, 2006.
iii)  in the case of the Cash Flow Statement, of
the cash flows of the company for the year
ended 31t March, 2006.
For R. NAGPAL ASSOCIATES

Chartered Accountants

R.NAGPAL
Place : New Delhi Partner
Dated : 30th June, 2006 M.No.81594
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ANNEXURE TO THE AUDITORS’ REPORT

Referred to in paragraph 1 of our report of even date on the accounts
for the year ended 31 March, 2006 of JAIPRAKASH HYDRO-POWER
LIMITED

()

(i)

(iii)

(iv)

v)

(vi)
(vii)

(viii)

(ix)

(a) The Company is maintaining proper records showing full
particulars, including quantitative details and situation of
fixed assets.

(b) A substantial portion of the Fixed Assets have been
physically verified by the management during the year and
to the best of our knowledge and information given to us,
no material discrepancies have been noticed on such
physical verification.

(c)  No substantial part of the fixed assets has been disposed
off during the year, which will affect the Company as a going
concern.

(@) The Inventory has been physically verified by the
management at reasonable intervals during the year.

(b)  In our opinion the procedures of physical verification of
inventories followed by the management are reasonable
and adequate in relation to the size of the company and
the nature of its business.

()  The company is maintaining proper records of inventory.
The discrepancies noticed on physical verification of
inventory as compared to book records were not material.

The Company has not granted nor taken any loans, secured or
unsecured to/from companies, firms or other parties covered in
the register maintained under section 301 of the Companies Act,
1956.

In our opinion, there is an adequate internal control system
commensurate with the size of the Company and the nature of
its business for the purchase of inventory and fixed assets and
for the sale of electrical energy. During the course of our audit
we have not observed any continuing failure to correct major
weaknesses in internal control system.

Based on the audit procedures applied by us and according to
the information and explanations given to us we are of the opinion
that the particulars of contracts or arrangements referred to in
section 301 of the Companies Act, 1956 have been entered into
the register required to be maintained under that section. The
transactions made in pursuance of such contracts or
arrangements have been made at prices which are reasonable
having regard to prevailing market prices at the relevant time.

The Company has not accepted any deposit from the public during
the year.

The lenders have appointed a firm of Chartered Accountants as
Concurrent Auditors who are conducting the audit on a quarterly
basis. During our audit it was observed that all transactions are
carried out under the personal supervision of senior officials of
the Company.

We have broadly reviewed the books of account relating to
material, labour and other items of cost maintained by the
company pursuant to the rules made by the Central Government
for the maintenance of cost records under section 209 (1) (d) of
the Companies Act, 1956 and we are of the opinion that prima
facie the prescribed accounts and records have been made and
maintained.

(a)  As per records produced before us and according to the
information and explanations given to us the Company is
generally regular in depositing undisputed statutory dues
applicable to it like Provident fund, Income-tax, Customs

)

(xi)

(xii)

(xiii)

(xiv)

(xvi)

(xvii)

duty, Cess with the appropriate authorities, and there were
no arrears of such dues at the year-end which have
remained outstanding for a period of more than six months
from the date they became payable.

(b)  As per records produced before us and according to the
information and explanations given to us there are no dues
of Income-tax, Sales-tax, Customs Duty, Wealth tax,
Service Tax, Excise Duty or Cess which have not been
deposited on account of any dispute.

The company does not have any accumulated losses at the end

of the financial year, and has not incurred any cash losses during

the financial year covered by our audit and in the immediately
preceding financial year.

Based on our audit procedures and on the information and

explanations given by the management, we are of the opinion

that the company has not defaulted in repayment of dues to any
financial institution, bank or debenture holder.

The Company has not granted loans and advances on the basis
of security by way of pledge of shares, debentures and other
securities.

In our opinion the Company is not a chit fund or a nidhi/mutual
benefit fund/society. Hence, Clause (xiii) of Para 4 of the Order is
not applicable.

In our opinion the Company is not dealing in or trading in shares,
debentures or other investments. Accordingly, Clause (xiv) of Para
4 of the Order is not applicable.

The Company has not given any guarantee for loans taken by
others from banks or financial institutions; hence Clause (xv) of
Para 4 of the Order is not applicable.

In our opinion, the term loans have been applied for the purpose
for which they were raised.

According to the information and explanations given to us and
on an overall examination of the Balance Sheet of the Company,
we find that no funds raised on short term basis have been used
for long term investment.

(xviii) According to the information and explanations given to us, we

(xix)

(xx)

(xxi)

are of the opinion that during the year the Company has not made
any preferential allotment of shares to parties and companies
covered in the Register maintained under section 301 of the
Companies Act, 1956.

According to the information and explanations given to us, the
company has created security/charge in respect of secured
debentures issued and outstanding at the year end. In the case
of Non Convertible debentures to the extent of Rs.174 Crores
allotted in favour of UTI Bank Ltd, the creation of security is in
process.

During the year the Company has not raised any money by way
of public issues. Hence, Clause (xx) of Para 4 of the Order is not
applicable.

According to the information and explanations given to us, no
fraud on or by the Company has been noticed or reported during
the year.

For R. NAGPAL ASSOCIATES
Chartered Accountants

R.NAGPAL
Place : New Delhi Partner
Dated : 30th June, 2006 M.No.81594
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BALANCE SHEET
AS AT 31ST MARCH 2006

(Rs. In Lakhs)

SCHEDULE As at 31.3.2006 As at 31.3.2005
SOURCES OF FUNDS
SHAREHOLDERS’ FUNDS
Share Capital A 49,100 49,100
Reserves & Surplus B 21,270 6,702
DEFERRED REVENUE C 1,662 -
LOAN FUNDS
Secured Loans D 106,398 109,251
178,430 165,053
APPLICATION OF FUNDS
FIXED ASSETS E
Gross Block 164,713 164,231
Less: Depreciation 12,570 15,555
Net Block 152,143 148,676
Capital Work-in-Progress 4,816 156,959 174 148,850
CURRENT ASSETS, LOANS & ADVANCES F
Inventories 664 264
Sundry Debtors 17,715 15,256
Cash & Bank Balances 4,995 5,176
Other Current Assets 15 9
Loans & Advances 3,851 1,611
27,240 22,316
LESS: CURRENT LIABILITIES & PROVISIONS G
Current Liabilities 5,825 4,413
Provisions 2,446 5,201
8,271 9,614
NET CURRENT ASSETS 18,969 12,702
MISCELLANEOUS EXPENDITURE H 2,502 3,501
(To the extent not written off or adjusted)
178,430 165,053
Accounting Policies and Notes to the Accounts N
As per our Report of even date attached to the Balance Sheet For and on behalf of Board
For R. NAGPAL ASSOCIATES
Chartered Accountants
R. Nagpal Sunil Kumar Sharma
Partner Vice Chairman
M.No. 81594
Place: New Delhi A.B. Chugh M.M.Sibbal R.K. Narang J.N. Gaur

Dated: 30th June, 2006  Sr. Vice President (Finance)

Company Secretary  Whole-time Director & CFO  Whole-time Director & CEO
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PROFIT & LOSS ACCOUNT
For the Year ended 31st March’ 2006

(Rs. In Lakhs)

SCHEDULE Current Year Previous Year
INCOME
Sale of Electrical Energy 27,755 30,499
(Net of advance against depreciation of
Rs.1662 Lakhs for the year, Previous Year-Nil)
Less: Rebate for prompt payments 573 27,182 547 29,952
Other Income | 241 183
27,423 30,135
EXPENDITURE
Operation & Maintenance J 711 664
Employees’ Remuneration & Benefits K 502 416
Administration & other expenses L 785 789
Interest & Financial Charges M 10,144 12,730
12,142 14,599
OPERATING PROFIT 15,281 15,536
Depreciation 4,395 8,356
Misc. Expenditure Written Off 2,239 1,631
6,634 9,987
PROFIT BEFORE TAX AND EXTRA ORDINARY ITEMS 8,647 5,549
Add: Extra ordinary items- Reversal of Depreciation for earlier years 7,335 -
PROFIT BEFORE TAX 15,982 5,549
Provision for Income Tax
- Current Period 786 435
- On reversal of Depreciation for earlier years 617 -
- Earlier Years - 4
Provision for Fringe Benefit Tax 11 1,414 - 439
PROFIT AFTER TAX 14,568 5,110
Add: Profit brought forward from previous year 1,902 4,291
PROFIT AVAILABLE FOR APPROPRIATION 16,470 9,401
APPROPRIATION:
Debenture Redemption Reserve - 3,300 -
Proposed Dividend - 3,683 -
Income Tax on Proposed Dividend - - 516 7,499
BALANCE CARRIED TO BALANCE SHEET 16,470 1,902
Basic and Diluted Earning Per Share (EPS), (in Rs.) 2.97 1.04
Accounting Policies and Notes to the Accounts N
As per our Report of even date attached to the Balance Sheet For and on behalf of Board
For R. NAGPAL ASSOCIATES
Chartered Accountants
R. Nagpal Sunil Kumar Sharma
Partner Vice Chairman
M.No. 81594
Place: New Delhi A.B. Chugh M.M.Sibbal R.K. Narang J.N. Gaur

Dated: 30th June, 2006  Sr. Vice President (Finance) Company Secretary  Whole-time Director & CFO  Whole-time Director & CEO
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As at 31.3.2006

(Rs. in Lakhs)
As at 31.3.2005

SCHEDULE ‘A’ : SHARE CAPITAL

Authorised Capital

50,00,00,000 Equity Shares of Rs. 10/- each 50,000 50,000
(Previous Year-50,00,00,000 Equity shares of Rs.10/- each )
Issued, Subscribed & Paid up
49,10,00,600 Equity Shares of Rs.10/- each 49,100 49,100
(Previous Year-49,10,00,600 Equity Shares of Rs.10/- each fully paid up)
(Out of the above, 31,10,00,600 Equity Shares are held
by Jaiprakash Associates Ltd.- the holding company.)
(Previous Year-49,10,00,600 Equity Shares of Rs. 10/- each)
49,100 49,100
SCHEDULE ‘B’ : RESERVES AND SURPLUS
Debenture Redemption Reserve
As per last Balance Sheet 4,800 1,500
Add: Transferred from Profit & Loss a/c - 4,800 3,300 4,800
Surplus
As per Profit & Loss Account 16,470 1,902
21,270 6,702
SCHEDULE ‘C’ :DEFERRED REVENUE
Advance against depreciation for the year.
(Refer note no. 13 of Schedule ‘N’) 1,662 -
1,662 -
SCHEDULE ‘D’ : SECURED LOANS
(Refer Note 3(a) to 3(d) of Schedule ‘N’ for Security)
DEBENTURES:
Redeemable Non-Convertible Debentures 31,150 32,400
TERM LOANS FROM:
Financial Institutions 24,229 26,841
Banks 33,856 58,085 31,700 58,541
FOREIGN CURRENCY LOANS:
Financial Instituions 969 1,063
Buyers’ Credit 14,043 15,012 15,250 16,313
WORKING CAPITAL
Banks 2,151 1,997
106,398 109,251




SCHEDULE ‘E’: FIXED ASSETS

JAIPRAKASH

HYDRO-POWER LIMITED

(Rs. in Lakhs)

Gross Block Depreciation Net Block
S. Particulars Costas  Addition Sale/ Cost as upto  Forthe Depreciation Sale/ Upto As at As at
No. at 1.4.2005 during the  Transfer at 31.3.2006 | 31.3.2005 year  reversed for Transfer 31.3.2006 | 31.3.2006 31.3.2005
year during the earlier  during
the year years year
1 Land
Lease hold Land 179 - 179 8 5 13 166 171
Freehold Land 2 - 2 - - 2 2
2 Building, Road 7,551 14 7,565 229 121 350 7,215 7,322
& Bridges
3 Hydrualic Works 48,580 48,580 4,764 1,317 (2,319) 3,762 44,818 43816
4 Transmission Line 23,625 558 390 23,793 2,317 644 (1,128) 38 1,795 21,998 21,308
5 Plant & Machinery
- Generating Equipment 83,654 294* 83,948 8,091 2,266 (3,888) 6,469 77,479 75,563
- Others 387 8 - 395 58 19 7 318 329
6 Furniture & Fixtures 63 1 - 64 12 4 16 48 51
7 Office Equipment 27 10 - 37 9 4 13 24 18
8 Vehicles 163 13 150 67 15 7 75 75 96
Total 164,231 885 403 164,713 15,555 4,395 (7,335) 45 12,570 152,143 148,676
Previous Year 164,011 225 5 164,231 7,201 8,356 2 15,555 148,676 156,810
Capital Work in Progress 4,816 174
Note: *Additions on account of Foreign Exchange Rate Fluctuation.
As at 31.3.2006 As at 31.3.2005
SCHEDULE ‘F’ : CURRENT ASSETS, LOANS AND ADVANCES
A. CURRENT ASSETS
I. Inventories
(As per Inventory taken, valued and certified by Management)
Stores & Spares 664 264
1l. Sundry Debtors (Considered Good)
Due for a period exceeding six months 9,198 8,616
Other Debts 8,517 17,715 6,640 15,256
lll. Cash and Bank Balances
Cash In hand 9 19
Balances with Scheduled Banks
(i) In Current Account 467 52
(ii) In Fixed Deposits 137 2,379
(Pledged with Govt. Deptt./Banks Rs.1,36,96,000/-
Previous Year-Rs. 27,60,000/-)
(iii) In Unpaid Dividend Bank account 15 -
(iv) Trust & Retention Account
(a) In Current Account 1 58
(b) In Fixed Deposits 4,366 4,367 4,995 2,668 2,726 5,176
IV. Other Current Assests
Interest accrued on Fixed Deposits with Banks 15 9
A 23,389 20,705
B. LOANS AND ADVANCES
(Unsecured, considered Good)
(i) Advances receivable in cash or in kind or for value to be received. 1,786 95
(ii) Staff Imprest & Advances 1 6
(iii) Prepaid Expenses 78 80
(iv) Security Deposits -with Govt. Deptts.& Public bodies 473 417
-others 100 573 100 517
(v) Advance Tax & Tax Deducted at Source 1,403 913
B 3,851 1,611
(A+B) 27,240 22,316
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As at 31.3.2006

(Rs. in Lakhs)
As at 31.3.2005

SCHEDULE ‘G’ : CURRENT LIABILITIES AND PROVISIONS
CURRENT LIABILITIES

(i) Sundry Creditors
-Small Scale Industries -

1,400

-Deferred Payments 1,090
-Others 3,774 4,864 2,091 3,491
(i) Due to Staff 17 6
(iii) Due to Director 1 1
(iv) Other Liabilities 512 40
(v) Interest Accrued but not Due on loans 416 875
(vi) Investors’ Education & Protection Fund:
(Appropriate amounts shall be transferred to Investors’ Education
& Protection Fund, if and when due)
-Unclaimed Dividend 15 -
A 5,825 4,413
PROVISIONS
(i) Taxation 2,365 962
(ii) Fringe Benefit Tax "
(iiiy Provident fund 1 4
(iv) Bonus & Incentive 28 12
(v) Gratuity 17 13
(vi) Leave Encashment 14 11
(vii) Dividend - 3,683
(viii) Dividend Tax - 516
B 2,446 5,201
(A+B) 8,271 9,614
SCHEDULE ‘H’ : MISCELLANEOUS EXPENDITURE
(To the extent not written off or adjusted)
Preliminary Expenses 26 53
Less: Written Off 26 - 27 26
Share Issue Expenses 938 1,876
Less: Written Off 938 - 938 938
Debt Restructuring expenses 2,537 3,203 -
Add: Addition during the year 1,240 3,777 - 3,203
Less: Written Off 1,275 2,502 666 2,537
2,502 3,501
SCHEDULE-I : OTHER INCOME
Interest on deposits with banks 231 118
(TDS-Rs. 50,85,657 - Previous Year-Rs. 25,00,627)
Others (including sundry balances written back) 10 65
241 183
SCHEDULE-J : OPERATION & MAINTENANCE
Stores & Spares consumed 216 211
O & M Charges of ICF to SJVNL 106 100
Insurance 389 353
71 664
SHCEDULE-K : EMPLOYEES’ REMUNERATION & BENEFITS
Salary , Wages & Bonus 391 330
Contribution to Provident and other funds 22 22
Workmen & Staff Welfare Expenses 75 57
Gratuity 7 3
Leave Encashment 7 4
502 416
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(Rs. in Lakhs)

Current Previous
Year Year
SCHEDULE-L : ADMINISTRATION &
OTHER EXPENSES
Repairs to Building 20 32
Repairs to Machinery 63 79
Rent 80 118
Lease Rent of land 15 83
Advertisement 57 13
Business Promotion 12 9
Telephone and Telex 8 9
Courier & Postage 17 1
Printing & Stationery 20 3
Travelling & Conveyance 67 49
Taxes & Fees 8 9
Consultancy, Legal &
Professional Fee 61 60
Power & fuel 73 160
Security & Medical expenses 81 82
Listing Fee 17 -
Vehicle Running & Maintenance 19 17
Directors’ Sitting Fee 5 2
Directors’ Remuneration 25 21
Filing fee for Tariff application 25 -
Miscellaneous Expenses 103 32
Concurrent Audit Fee 4 3
Auditors’ Remuneration
For Audit 4 4
For Tax Audit 1 1
For Other Services - 5 2 7
785 789
SCHEDULE-M : INTEREST &
FINANCIAL CHARGES
Interest
Debentures 3,143 3,643
Term Loans 6,579 8,458
Working Capital 52 122
Financial charges
DPG Commission 262 280
Front end fee and other charges 108 227
10,144 12,730

SCHEDULE ‘N *: NOTES FORMING PART OF ACCOUNTS
1. Significant Accounting Policies:

a)

Basis of Preparation of Financial Statement

(i) The accounts are prepared on the historical cost basis and on the
principles of a going concern.

(i) Accounting policies not specifically referred to otherwise are being
consistently followed and are in accordance with generally accepted
accounting principles.

Revenue Recognition:

(i) Revenue from sale of Electrical energy is accounted for on the basis of
billing to Himachal Pradesh State Electricity Board (HPSEB) in
accordance with the provisions of Power Purchase Agreement (PPA)
dated 4™ June 1997 and Amendment No.1 dated 7.1.1998 executed
between the company and HPSEB.

(ii) Insurance claims are accounted for on receipt basis or as acknowledged
by the Insurance Company.

(iii) Other Income and cost/expenditure are accounted for on accrual basis
as they are earned or incurred.

(iv) Advance against depreciation claimed /to be claimed as part of tariff in
terms of PPA during the currency of loans to facilitate repayment
installment is treated as Deferred Revenue. Such Deferred Revenue
shall be included in Sales in subsequent years.

Fixed Assets

(i) The Building and Plant & machinery acquired/constructed are stated at
cost of acquisition/construction including Incidental Expenditure during
Construction Period upto the date of commercial operation of the relevant
assets and freight, duties & taxes etc.

(i) Fixed Assets are stated at Cost of acquisition inclusive of freight, duties,
taxes and incidental expenses.

Depreciation
(i) Premium on Leasehold Land is amortised over the period of lease.

(i) Depreciation has been provided @2.71% p.a. on Straight-Line Method
on Hydro-Electric Plant w.e.f. 24.5.2003 as approved by Ministry of
Company Affairs, Government of India in exercise of the powers
conferred under Section 205 (2) (c) of the Companies Act 1956 vide
their letter no. 45/1/2006-CL-III dated 26.6.2006

(iii) Fixed Assets other than Hydro-Electric Plant are depreciated as per
Straight-Line Method at the rates specified in Schedule XIV of the
Companies Act, 1956.

Expenditure During Construction Period:

Expenditure incurred on construction is capitalized and apportioned to specific
assets on commissioning of the same.

Foreign Currency Transactions:

(i) Transactions in Foreign Currency are recorded in the Books of Account
at the rate of exchange prevailing on the date of transaction.

(i) All loans and deferred credits repayable in Foreign Currency and
outstanding at the close of the period are expressed in Indian Currency
at the rate of exchange prevailing on the date of the Balance Sheet.

(iii) Foreign Exchange gain/loss is being adjusted against the cost of assets as
per the requirement of Schedule VI to the Companies Act, 1956.

Inventories

Inventories of Stores & Spares are valued at weighted average cost method.
Retirement Benefits

Retirement Benefits are provided for in the books in the following manner:-

Gratuity and Leave Encashment
on Retirement

Provident Fund and Family Pension
Borrowing Costs

Borrowing costs attributable to the acquisition / construction of fixed assets
are capitalised as part of the cost of the respective assets upto the date of
commissioning. Other borrowing costs are recognized as expense during
the year in which they arise.

Taxes on Income

Provision for current tax is being made after taking into consideration benefits
admissible to the company under the provisions of the Income Tax Act, 1961.

Deferred tax liability is provided pursuant to Accounting Standard AS-22.
Deferred tax asset and Deferred tax liability is calculated by applying rates
and tax laws that have been enacted upto the Balance Sheet date.

Amortisation of Miscellaneous expenditure

- as per actuarial valuation
- on accrual basis

Miscellaneous Expenditure are amortised over a period of 3 years from the
date of Commercial Operation / date of transaction.

Earnings per share

Basic earnings per equity share are being computed by dividing net profit
after tax by the weighted average number of equity shares outstanding during
the year.

Contingent Liabilities:

(i)

Outstanding amount of Bank Guarantee Rs 2,76,00,000
(Previous Year-Rs. 2,76,00,000)
Margin Money against above
(Previous Year-Rs. 27,60,000)

Outstanding amount of Letter of Credit
(Previous Year-Nil)

Rs 27,60,000

Rs 10,59,64,661
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(i)

(iv)

Estimated amount of contracts remaining Rs. 13,92,38,854
to be executed on capital account and
not provided for :

(Previous Year-Rs. Nil )

Claims against the company not
acknowledged as debts.
(Previous Year-Rs. 4,13,62,269)

Rupee Term Loans, Foreign Currency Loans, Working Capital Facilities and
Deferred Payment Guarantee(s) from Financial Institutions and Banks, together
with all interest, Guarantee Commission, liquidated damages, premia on
prepayment or on redemption, cost, expenses and other monies stipulated in
the Loan Agreements/Deferred Payment Guarantee Agreement are secured /
to be secured by hypothecation of Company’s movable assets (present and
future), equitable mortgage on the immovable assets of the Company.and
pledge of 29,49,99,900 equity shares held by Jaiprakash Associates Limited in
the company, and assignment of all the rights, titles and interest of the company
in all project documents, licensees, permits, approvals etc ranking pari-passu
among all the participating Institutions and Banks viz. ICICI Bank, IDBI, PFC,
IIBI, LIC, Bank of Baroda, Punjab National Bank, Indian Overseas Bank, Central
Bank of India, State Bank of Travancore, State Bank of Mysore, State Bank of
Indore, State Bank of Patiala and State Bank of Hyderabad.

Foreign Currency Loans under Buyers’ Credit are guaranteed by Deferred
Payment Guarantee issued by Power Finance Corporation Limited.

Non Convertible Debentures, (NCDs) together with all interest, liquidated
damages, remuneration payable to Trustees, premium on prepayment or on
redemption, cost, expenses and other monies stipulated in the Subscription
Agreements/Trustee Agreement are secured by a legal mortgage in English
form by way of first mortgage and charge on Company’s properties at Mouje
Dhanot, Taluka Kalol, District Mehsana in the state of Gujarat in favour of IDBI
Trusteeship Services Ltd. (Trustees) for NCDs of Rs.15000 Lakhs subscribed
by ICICI Bank Ltd (since converted into RTL) and UTI Bank Ltd (Trustees) for
NCDs of Rs 17400 Lakhs subscribed by UTI Bank Ltd and hypothecation of
the Company’s movable assets (present and future), equitable mortgage on
the immovable assets of the Company and pledge of shares as stated in 3(a)
above held by Jaiprakash Associates Ltd. in the Company, ranking pari-passu
among all the participating Institutions and Banks.

The working capital facilities sanctioned by Punjab National Bank. Shimla
are inter-alia secured by personal guarantees of Shri Jaiprakash Gaur,
Founder Promoter, Shri Manoj Gaur, Chairman, Shri S.K.Sharma,
Vice Chairman and Shri S K Jain, Director of the Company.

Rate of Interest on all the Rupee Term Loans is 10.5% p.a except 8% p.a on Term
loan of Rs 5000 Lakhs from ICICI Bank. All Rupee Term Loans are repayable in
44 equal installments payable in July, August, September and October each year
commencing from July 2005, with the following variation:

Rs 5,42,84,554

INSTITUTION

REPAYMENT SCHEDULE

PFC

Repayment in 39 Equal Installments in July, August,
September and October each year w.e.f July 2005

1Bl

Repayment in 48 Equal Installments in July, August,
September and October each year w.e.f July 2005

ICICI Bank Ltd.

Repayment in 32 Equal Installments in July, August,
September and October each year w.e.f July 2008

(b)

The details of Non-Convertible Debentures is as follows:

Institution

Rate of Interest | Amount Redemption

UTI Bank Ltd. | 10% p.a

Rs. 17400 Lakhs In July, August, September
(1740 Debentures and October each year
of Rs 10 Lakhs commencing from

each) July 2010

ICICI Bank
Ltd.

Rs. 15000 Lakhs
(150 Lakhs
Debentures of
Rs 100 each -
Rs 8.33 Per
debenture re-
deemed as on
31.03.2006

10.5% p.a
upto 14.06.05
and 8.5% p.a
thereafter

In July, August,
September and
October each year
w.e.f July 2005

ICICI Bank Ltd. vide its letter dated 24th June 2005 has agreed to convert its
financial assistance by way of subscription of NCD into Rupee Term Loan
subject to completion of the necessary documentation.

Jaiprakash Associates Limited, the holding Company, has furnished Corporate
Guarantees for the financial assistance outstanding as on 31.03.2006
aggregating to Rs.818,46,72,208 (Previous Year Rs.8,98,54,56,287) to the
Financial Institutions and Banks and have also pledged 29,49,99,900 Equity
Shares of Rs.10/- each of the Company held by it with IFCI Ltd. to collaterally
secure the financial assistance granted to the Company by the Financial
Institutions and Banks, namely ICICI Bank, IDBI, PFC, LIC, 1IBI, Bank of
Baroda, Punjab National Bank, Indian Overseas Bank, Central Bank of India,
State Bank of Travancore, State Bank of Mysore, State Bank of Indore,
State Bank of Patiala and State Bank of Hyderabad.

Plant & Machinery includes a sum of Rs 62,86,78,388 being the cost paid for
Inter Connection Facility (ICF) established by Satluj Jal Vidut Nigam Limited
(SJIVNL) at their Switch yard at Jhakri for evacuation of Power generated by
Baspa Il Hydro-Electric Project. The maintenance cost of ICF is paid by the
company to SJVNL. Jaiprakash Associates Limited, the holding Company,
has furnished Bank Guarantee in favour of SJVNL for Rs. 700 Lakhs
(Previous Year Rs. 700 Lakhs) for any additional price/bills in respect of the
aforesaid ICF.

In the opinion of the Board of Directors, the “Current Assets, Loans and Advances”
read with note no. 12, have a value on realisation, in the ordinary course of
business, at least equal to the amount at which they are stated in the Balance
Sheet.

The Trust and Retention Account (refer Schedule ‘F') is maintained pursuant to
the stipulations of the ‘Financing Agreements’ executed with the Lenders.

The Rupee value of Foreign Currency loans has been considered at the bank TT
selling rate as at 31 March 2006 i.e. one US Dollar = Rs.44.80. The net increase
on account of Foreign Exchange Fluctuation as on 31.03.2006 amounting to
Rs 3,16,92,191 (Previous Year-Rs. 1,02,87,600) has been added to the cost of
Plant & Machinery as per Schedule VI to the Companies Act, 1956.

Additional Information pursuant to the provisions of Paragraph 3 and 4 of Part-I|
of Schedule VI to the Companies Act, 1956:

(a

=

Capacity and Production (As certified by the Management)
Installed Annual Capacity - 300 MW
Net Saleable Design Energy

at Interconnection Point

Average Saleable Secondary Energy
at Interconnection Point

- 1050.06 Million Units
- 155.00 Million Units

TOTAL - 1205.06 Million Units

Production details & parameters

Particulars — being 88% saleable Current Previous
part of total generation Year Year
Net Saleable Energy (MU) 1028.50 1041.93
Deemed Generation (MU) — 19.73
Plant Availability 95.65% 99.77%
Value of imports on C.I.F. basis 2005-2006 ~ 2004-2005
Rs. Rs.
Payment to Suppliers of
Capital Equipment 6,74,03,296  6,10,90,491
Payment for supplies of spares 22,92,933 35,08,072
Expenditure in Foreign Exchange:
Travelling (Directors) 19,05,661 2,91,070
Travelling (others) 2,74,778 3,569,684
Interest to Banks 7,27,21,905 6,16,89,542
Commitment fee,
Management fee, ECA fee etc. NIL 35,543
Consultancy 14,48,438 NIL

Details of Stores and Spares Consumed:
2005-2006 % 2004-2005 %
Rs. Rs.

(i) Indigenous 2,07,86,271  96.22 2,06,11,410 97.63

(ii) Imported 8,16,295 3.78 500,025 237

Earnings in Foreign Exchange 2005-2006  2004-2005
(Rs) (Rs)
Nil Nil
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Managerial remuneration paid/payable to Whole-time Directors

2005-2006 | 2004-2005
Rs. Rs.
Salary 15,60,000 12,95,000
Provident Fund 1,87,200 1,55,400
Perquisites 11,99,436 9,78,320

As per management there are no Small Scale Industrial Undertakings to which
the Company owes more than Rs.1 lakh which are outstanding for more than 30
days as at March 31, 2006.

The Company has filed Tariff Application with the Himachal Pradesh Electricity
Regulatory Commission (HPERC) as per the directions of the HPERC, for
determination of Tariff with effect from the date of commencement of commercial
operation of each unit at actual completion cost of the project of Rs 166734 Lakhs,
expenditure incurred for debt restructuring of Rs 7083 Lakhs and estimates of
restoration work (net of insurance claim) of diversion barrage damaged due to flash
flood in river Baspa in July 2005. Pending approval of the same, The Energy bills
are being raised on the negotiated completion cost of Rs 155000 Lakhs approved
by the HPSEB and the Govt. of Himachal Pradesh and debt restructuring expenses
in accordance with the provisions of the Power Purchase Agreement (PPA). The
difference between the tariff that may be determined by HPERC and that already
billed to HPSEB will be accounted for in the books of account in the year in which
tariff is approved/determined by HPERC.

As per accounting policy the advance against depreciation amounting to Rs
1661.92 Lakhs has been treated as Deferred Revenue to be included in revenue
in subsequent years.

Ministry of Company Affairs, Government of India in exercise of the powers
conferred under section 205 (2) (c) of the Companies Act 1956 have approved
vide Letter No. 45/1/2006 — CL — Ill dated 26.06.2006 providing depreciation
@ 2.71% p.a on Straight Line Method on Hydro-Electric Plant w.e.f 24.05.2003.
Accordingly, the depreciation for the year has been charged
@ 2.71% p.a. The depreciation for the earlier years amounting to Rs 73.35 Crores
has been written back.

Had the rate of depreciation not been changed, the figures of profit for the year
would have been lower by Rs. 113.10 Crores, Reserves & Surplus by Rs. 103.00
Crores (net of Additional MAT liability of Rs 10.10 Crores), Net Block of Fixed
Asset by Rs.113.10 Crores and EPS by Rs 2.10.

a) During the month of July, 2005, due to flash flood in river Baspa the
downstream works of barrage got damaged. The company has lodged
insurance claim, against which Rs 750 Lakhs has been received as “on
account payment” from the Insurer.

b) On 19" January, 2006, due to rock fall over Pothead Yard, GIS & GIB had
been damaged leading to suspension of generation of power. Insurance claim
for the damages have been filed with the insurance company. The company
has received an ‘on-account payment’ of Rs 1000 Lakhs from the Insurer.

c) The Company carried out restoration work on account of above two incidents.
The expenditure incurred (net of on-account insurance claims received) of
Rs. 48,15,51,506 as on 31 March,2006 has been shown as Capital
Work-in-Progress and will be capitalized in the next Financial Year when the
work is completed.

d) Inaccordance with the provisions of the PPA, the Company has billed for the
Capacity Charge for the period the generation was suspended due to
force- majeure.

Related Party disclosures, as required in terms of “Accounting Standard [AS] 18"
are given below:

(1) Relationships (Related party relationships are as identified by the Company
and relied upon by the Auditors)

(@) Holding Company: Jaiprakash Associates Limited

(b) Fellow subsidiaries:
() Jaypee Hotels Limited
(i) Jaiprakash Power Ventures Limited
(iii) Jaypee Karcham Hydro Corporation Limited
(iv) Jaypee Cement Limited w.e.f 31.01.2006
(v) Gujarat Anjan Cement Limited
(subsidiary of Jaypee Cement Ltd w.e.f 06.03.2006)
(c) Associates:
i) Jaypee Ventures Limited
i) Jaypee Greens Limited
ii) Indesign Enterprises Pvt Ltd
iv) JIL Information Technology Limited

(v) Gaur & Nagi Limited
(vi) Jaiprakash Kashmir Energy Limited.w.e.f 24.01.2006
d) Key Management Personnel:
(i)  Sh Jaiprakash Gaur, Chairman upto 28.12.2005
(i) Sh S K Jain,Vice Chairman upto 28.12.2005
(iif) Sh Manoj Gaur,Chairman w.e.f 28.12.2005
(iv) Sh S K Sharma, Vice Chairman w.e.f 28.12.2005
(v) ShriJ N Gaur Whole-time Director
(vi) Shri R K Narang, Whole-time Director
(2) Transactions carried out with related parties referred to above:

(Amount in Rs)

Nature of Transactions Related parties

Referred Referred  Referred  Referred
in 1(a) in 1(b) in 1(c) in 1(d)
above above above above
Expenses
Fixed Assets 23,45,17,580
(Previous Year) (Nif)
Rent 69,36,000
(Previous Year) (1,10,64,000)
Cement 10,62,48,860
(Previous Year) (Nil)
Other Expenses 2,06,270
(Previous Year) (3,33,795)
Salary & Perquisites 29,46,636
(Previous Year) (24,28,720)
Security & Medical 80,90,008
(Previous Year) (82,32,566)
Outstandings
- Payables
Amount Payable 29,02,99,749
(Previous Year) (16,21,73,936)
Others 79,79,337 94,935

(Previous Year) (70,12,982) (1,17,673)
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Guarantees given by the holding company on behalf of the company have been
mentioned elsewhere in the notes to accounts.

Earnings Per Share is computed in accordance with Accounting Standard —20
issued by the Institute of Chartered Accountants of India.

2005-2006 2004-2005

Rs Rs

a) Profit after Tax as per Accounts 145,68,47,675 51,10,13,263
b)  Weighted average of shares 49,10,00,600 49,10,00,600

outstanding during the period

c¢) Earnings Per Share 2.97 1.04

(@) Provision of Rs 14,02,56,334 4,35,10,399 towards Minimum Alternate Tax
(MAT) as Tax payable under section 115JB of Income Tax Act, 1961 has
been made.

(b) Provision for Deferred Tax is not required to be made in view of the exemption
available to the Company for first 10 years in terms of Section 80-IA of The
Income Tax Act, 1961.

(c) Provision of Rs 10, 97,241 towards Fringe Benefit Tax (FBT) as Tax payable
under section 115 W of Income Tax Act, 1961 has been made for the current
year from 01.04.2005 to 31.03.2006

(a) All the figures have been rounded off to the nearest lakh rupees except in
Notes to the Accounts.

(b) Previous year's figures have been regrouped/re-arranged wherever
considered necessary to make them conform to the figures for the current
year.

Signatures to Schedules “A to N”

For R. NAGPAL ASSOCIATES

For and on behalf of the Board

Chartered Accountants

R. Nagpal Sunil Kumar Sharma
Partner Vice Chairman
M.No. 81594

A.B. Chugh M.M.Sibbal R.K. Narang J.N. Gaur
Place: New Delhi Sr. Vice President Company Whole-time Whole-time

Dated: 30th June, 2006

(Finance) ~ Secretary Director & CFO  Director & CEO




TIFRARASH DN

CASH FLOW STATEMENT FOR THE PERIOD ENDED 31ST MARCH 2006

BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS
PROFILE PURSUANT TO
PART-IV OF SCHEDULE-VI TO THE COMPANIES ACT, 1956

| Registration Details:

Registration No. 1 15483 State Code No.06
Balance Sheet Date : 31.03.2006

Il Capital raised during the year (Amount in Rs.Lakhs)

Public Issue Nil Rights Issue Nil

Bonus Issue Nil Private Placement Nil

Position of Mobilisation and Deployment of Funds (Amount in Rs. Lakhs)

(Rs. In Lakh)
Current Year Previous Year
A. Cash flow from operating activities

Profit before taxation &
Extra-ordinary item 8,647 5,549
Add:
Depreciation 4,395 8,356
Deffered Revenue on account of
advance against depreciation 1,662 -
Amount written off-Misc. Expenditure 2,239 1,631
(Gain)/Loss on sale of Assets 6 2
Interest & financial charges 10,144 18,446 12,730 22,719
Deduct:
Interest Income (231) (118)
Other Income (10) (241) (65) (183)
Operating profit before working 26,852 28,085
capital changes
Add:
(Increase)/Decrease in Trade Debtor (2,459) (5,276)
(Increase)/Decrease in Inventories (400) (242)

(Increase)/Decrease in Loans and (1,754) (4,613) (226) (5,744)

1.4.2005 to 31.3.2006

Total Liabilities 178,430
Total Assets 178,430

Sources of Funds

Advances and others Paid-up Capital 49,100

Deduct: Share Application Mone -

Increase/(Decrease) in Trade Payables 1,412 (4,578) PP Y

Increase/(Decrease) in Provisions 29 1,441 10 (4,568) Reserve & Surplus 21,270

Cash generated from Operations 23,680 17,773 Deferred Revenue 1,662

Adjustments for :

Interest & financial charges paid (10,144) (12,730) Secured Loans 106,398

Income tax paid (net of refund) (490) (10,634) (633) (13,363) Unsecured Loans -

Net cash inflow from operating 13,046 4,410 178,430

activities - "A’ —
B. Cash flow from Investing activities Application of Funds

Outflow Net Fixed Assets (including CWIP) 156,959

Investment in Fixed Assets in Cash (5,210) (393)

Inflow Investments -

Sale of Assets 351 0 Net Current Assets 18,969

Interest Income 231 118 ) .

Other Income 10 592 65 183 Miscellaneous Expenditure 2,502

Net cash used in investing (4,618) (210) Accumulated Losses 7

activities - ‘B’ 178,430
C. Cash flow from Financing activities IV Performance of Company (Amount in. Rs. Lakhs)

Inflow

Increase in Share Capital - - Turnover 27,423

Increase in Borrowings 5,155 2,504 Extra ordinary item 7,335

Outflow .

Decrease in Borrowings (8,325) - Total Expenditure 18,776

Debt Restructuring Expenses paid (1,240) (3,203) Profit/(Loss) Before Tax 15,982

Payment of Dividend and Dividend Tax (4,199) - Profit/(Loss) After Tax 14,568

Net cash in financing activities - 'C (8,609) (699) Earnings Per Share in Rs. (Weighted average) 297

Net increase/(Decrease) in cash or .

cash equivalent (A+B+C) (181) 3,501 Dividend Rate -

Cash & cash equivalent at the 5,176 1,675 V Generic Names of three Principal Products/Services of the

commencement of the year Company (as per Monetary terms)

(Opening balance ) Item Code No.(ITC Cod 8502.30

em Code No. ode .

Cash & cash equivalent at the end of 4,995 5,176 ( )

the year (closing balance) Product Description Hydro-Power
For R. NAGPAL ASSOCIATES For and on behalf of the Board ~ For R. NAGPAL ASSOCIATES For and on behalf of the Board
Chartered Accountants Chartered Accountants
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