o repni|2017-18

CHAIRMAN’S LETTER TO THE SHAREHOLDERS
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Dear Shareholders,

To address my shareholders as the Chairman and Managing
Director of SJVN is a moment of immense pride and honour for
me. The thirty year growth story of SJVN, from it being a Special
Purpose Vehicle (SPV) constituted for the execution of a single
project into a diversified power major having presence in six
states, two neighbouring countries and footprint in almost all
spheres of power sector, is awe inspiring. SIVN has never sat
complacent on it past laurels, but has beaten one milestone after
another. | firmly believe that excellence is a constant pursuit and
your company is constantly chasing it. As a result, we are moving
closer to our milestones with each passing moment.

It gives me great pleasure to present the 30™ Annual Report
of your Company for the financial year 2017-18. The Audited
Financial Statements of the Company along with the Reports of
the Auditors and Directors for the year 2017-18 are presented
for your approval and | take this opportunity to share the
achievements of your company during the year gone by with you.

HIGHLIGHTS OF THE YEAR 2017-18

| am delighted to inform our Shareholders that, the past year
has been one of the most eventful and momentous year in the
history of the Company, both on the operational front and on the
business expansion front.

On the operational front, our projects under operation: the
Nathpa Jhakri HPS, Rampur HPS, Khirvire Wind Power Project
and Charanka Solar Power Project, cumulatively generated
9280 MU of Power against the combined MoU target of 8950
MU for ‘Excellent’ rating and cumulative design energy of 8584
MU. NJHPS, our flagship project continued to hit one milestone
after another by surpassing 1,00,000 MU of generation on
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2" December 2017. The achievement bears testimony to the
competency and unrelenting efforts of our operations and
maintenance teams.

The financial position and performance of the Company continue
to remain robust. During FY 2017-18, Revenue from operations
stood at Y2230 crores and Profit After Tax at ¥1225 crores. An
interim dividend of ¥1.90 per share was paid in the month of
February 2018. In addition, your Board has recommended a final
dividend of 0.20 per share. Thus, subject to your approval, a
total dividend of %2.10 per share (3864.56 crore) is proposed to
be paid for FY 2017-18.

Further, your Company also bought back 20,68,31,325 fully
paid up equity shares of ¥10/- each (representing 5% of paid-up
share capital of the Company) at a price of ¥38.75 per equity
share. The Buyback issue received an overwhelming response
from the market and shares tendered for buyback were 1.6
times the issue size.

For its exceptional operational, financial and organizational
performance, your company has consistently been rated
‘Excellent/ Very Good’ for last many years. The banner has been
flying high and will continue to do so.

On the business expansion front as well, there have been some
noteworthy developments in the past year.

The 900 MW Arun-3 Hydro Electric Project of SIVN (through
wholly owned subsidiary SAPDC) became the first mega
hydropower project undertaken by any Indian company (Govt.
or Private) to commence construction in Nepal. The foundation
stone of the project was jointly laid on 11* May 2018 by Hon’ble
Prime Minister of India, Shri Narendra Modi and Hon’ble Prime
Minister of Nepal, Shri K.P. Sharma Oli. It was indeed a proud
moment for all of us associated with SJVN.

Apart from this gigantic undertaking, several other projects are
also on the horizon.

We have begun construction of the 60 MW Naitwar Mori Hydro
Electric Project located on River Tons in Uttarakhand. The
foundation stone was jointly laid on 30th March 2018 by Hon’ble
Union Minister of State for Power and New & Renewable Energy
(Independent Charge), Shri R.K. Singh and Hon’ble Chief Minister
of Uttarakhand, Sh. Trivender Singh Rawat.

Exhibiting deep faith in SIVN yet again, the Government of
Himachal Pradesh has reallocated all three stages/projects:
Luhri HEP Stage-l — 210 MW, Luhri HEP Stage-Il — 163MW and
Sunni Dam HEP — 373 MW; on “Stand Alone Basis” to SJVN on
29.08.2017.

These developments have had a huge impact, on your company as
well as on the entire Power Sector. For the past several decades,
hydro power segment had suffered rather retarded growth. The
segment had failed to keep pace with the overall growth rate of
power sector and more so with the growth rate of the thermal
power segment. If we look at the figures of the past two years,
there was an 8.5% slack in hydro power generation (against the
set target) in the year 2016-17, followed by a marginal revival in
generation with a growth of over 3% in 2017-18. | think it would
be appropriate to say that after a long phase of sluggishness,
Hydro Power Sector has finally started picking up. What is more
important is that your company is spear heading this wave of
revival. | am glad that my team has worked hard and continues
to work diligently to build brand SIVN that is synonymous with
commitment and quality. It is also a matter of great honour for
me that the respective Governments have, as always exhibited
their faith in us, chosen us from amongst numerous market
players for execution of these prestigious projects.
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As the Chairman of the Company, | would like to assure our
Shareholders that your Company’s Management and Employees
will not spare any efforts to deliver within time and quality.

HIGHLIGHTS OF THE YEAR 2018-19

Your company’s Management and employees are moving closer
to their milestones with each passing day. In the quarter gone
by (first quarter of the Financial Year 2018-19, ended 30" June
2018), against the annual target of 9200 MU for excellent
rating, 2404.49 MU of power has already been generated. Out
of this, NJHPS generated 1859.75 MUs, RHPS generated 519.33
MU, Khirvire Wind Power Station contributed 20.07 MU while
Charanka Solar Power Station and Sadla Wind Power Project
generated 1.53 MU and 3.81 MU respectively.

In the subsequent quarters, SIVN aims to achieve the assigned
target of 9200 MUs of generation, as per the MoU signed with
the Ministry of Power. Even in terms of revenue realization from
sale of energy, we plan to beat the target of 2175 crores.

The Arun-3 Hydro Power Project is on the high priority list of
Government of India, Government of Nepal and for us as well.
The team is leaving no stone unturned to achieve the progress
milestones so as to achieve not on-time but ahead-of-time
completion of generation and transmission components. As a
result of these efforts, all four packages of generation component
have been awarded and the contract agreement for 'Project
Management Consultancy Services for Transmission System
associated with Arun-3 Hydro Power Project in Nepal” has already
been signed between SAPDC & PGCIL.

Parallelly, we are in continuous pursuit of enhancing our
renewable quotient. The 40kW solar power plant on roof top
of BVH in Rampur HPS has been installed and commissioned
successfully on 30.04.2018. NJHPS has also completed the
addition of 70kW capacity to the existing 200kW solar plant
at its Surge shaft. In addition, 50kW solar plant has also been
commissioned in Corporate Office Complex, Shimla.

MACRO ECONOMIC SCENARIO AND GOVERNMENT POLICY

India’s power sector that was marred by continuous shortages
and lack of quality and steady supplies to homes and factories
has seen an unprecedented turnaround in the past four years.
The wheels of growth of the Indian economy have started rolling
and are picking up pace to make India one of the fastest growing
economies in the World. Today, the country boasts of a situation,
where surplus power of about 3000-4000 MW is available
to States and distribution companies on real time basis at any
time of the day and that too at affordable rates on the power
exchange. The all India installed power generation capacity stood
at 3,44,002 MW as on 31.03.2018 comprising 2,22,907 MW
from Thermal, 45,293 MW from Hydro, 6,780 MW from Nuclear
and 69,022 MW from Renewables. Further, there are several
factors inherent in the Indian Power Ecosystem that will ensure
ample opportunities for power sector utilities in the future.
Growing rate of urbanization, increased focus on infrastructure
development and rising per capita energy consumption will all
cause the nation’s energy demand to rise. These circumstances
are often viewed as a challenge for the power sector. However,
| strongly believe that in every challenge, lays an inherent
opportunity. What further consolidates my belief in the present
Government’s focus on Power and Infrastructure development.
This is evident from so many policy interventions that the country
has been witness to, in the recent past.
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There have been reforms in all facets of Power Sector, be it
generation, transmission or distribution. Apart from big capacity
additions, there have been several initiatives : such as launch
of mobile applications and websites like URJA app, SAUBHAGYA
portal, National Power Portal, MERIT portal etc., that have led
to increased accountability and transparency. Recently, there
have been major policy interventions such as RPO (Renewable
Purchase Obligation) to boost renewable power capacity. It
would be great if the same treatment could be meted out to the
Hydro Power segment as well.

Further, the Government is on its way to achieving 175 GW
target for installed Renewable Energy capacity by 2022. India
has attained 4" and 6" global position in Wind and Solar
Power installed capacity. As of June 2018, a total of 69 GW of
Renewable Power has been installed in the country. All time low
tariffs for Solar (32.44/ unit) and Wind (32.64/ unit) have already
been achieved through transparent bidding and facilitation.
In addition, the Government has also laid down an ambitious
bidding trajectory for 100 GW capacity of Solar Energy and 60
GW capacity of Wind over the next 3 years.

However, | must also mention that there exists a covert risk
which is capable of impeding the explosive growth witnessed
in the renewables sector. The cut-throat competition along with
abysmally low tariffs of Wind and Solar Power have brought us to
a point where it has started hurting the genuine players especially
PSUs. This could result in an implosion. For consistent and
coherent growth of the sector, it is vital that price competition
does not sink to a level where financial viability or quality of
the projects is threatened. Presence of multiple players and
participation of Public Sector Companies is vital for development
of healthy markets and fair competition and hence this issue
needs to be suitably addressed by the Government.

FUTURE BUSINESS STRATEGY

We shall continue to focus on our strength i.e. hydropower,
preferably in locations where we already have presence. The
next phase of growth has already begun for the Company with
the award of all major works of Arun-3 HEP in Nepal and Naitwar
Mori HEP in Uttarakhand. We are also committed to commence
the execution of Buxar Thermal Power Project at the earliest.
Obtaining necessary approvals for Luhri Stage I, Sunni Dam,
Devsari HEP and Jakhol Sankri HEP in this year is targeted. It is
heartening to note that Government of Himachal Pradesh is
considering the relaxation of its Power Policy to reduce the free
power to be provided to the State as royalty. This would go a long
way in making Dhaulasidh HEP economically viable and enable
construction of this Project.

In the field of renewable energy, we are taking small steps,
and as we gain expertise, we will scale up operations. Your
Company shall be looking forth for strategic partnerships with
other CPSEs/ established players for expanding presence in the
Renewable Sector. Commissioning of Sadla Wind Power Project
is also on the anvil.

The Status of Operational Plants and other ongoing Projects has
been amply covered in the Directors’ Report and hence, | would
only like to mention that in addition to the Operational Plants
having combined installed capacity of 1990.6 MW, the other
projects, namely, Luhri (Stage | & I1), Sunni Dam & Dhaulasidh in
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Himachal Pradesh; Devsari, Naitwar Mori & Jakhol Sankri projects
in Uttarakhand; Arun-3 in Nepal; Kholongchhu project in Bhutan;
Buxar Thermal Power Project in Bihar; Solar & Wind Projects
in Gujarat; total up to more than 4000 MW of capacity, are at
different stages of construction and development.

CORPORATE SOCIAL RESPONSIBILITY

Your company has formulated and adopted a well perceived
Corporate Social Responsibility and Sustainability Policy which
is in consonance with the Companies Act, 2013 and the DPE
Guidelines on CSR & Sustainability-2014. The CSR Policy
Statement embeds the concerns of its stakeholders and strives
to maintain a good standard of CSR and Sustainability in its
business activities. To meet this commitment, SIVN will respect
the rule of law, local communities and societies at large, and will
make conscious efforts to enhance the quality of life as well as
environmental sustainability through its CSR and Sustainability
programs. Through its proactive programs, your company has
brought about a visible change in the society.

It gives me great satisfaction to share that CSR initiatives of your
company have stood the test of time and have been widely
acclaimed at various national and international forums.

CORPORATE GOVERNANCE

As a listed company, SIVN has been complying with the
requirements of Corporate Governance under the SEBI (LODR)
Regulations and also Guidelines issued by Department of Public
Enterprises, Government of India. In this regard, your company
has been constantly achieving “Excellent” rating (since the past
seven years) for compliance with ‘DPE Guidelines on Corporate
Governance’ under the ‘Corporate Governance Grading System’
prescribed by DPE.

ACKNOWLEDGMENT

| take this opportunity to express my sincere gratitude for the
continued and immense support and co-operation received
from the Government of India, State Governments of Himachal
Pradesh, Uttarakhand, Bihar, Maharashtra and Gujarat, the
Governments of Nepal and Bhutan, other Governmental and
Non-Governmental agencies; Statutory, Cost, Secretarial and
Internal Auditors; our Customers; Business associates who
have supported the Company; various Financial Institutions &
Bankers and Regulatory authorities. Above all, | acknowledge the
unstinted support received from the Shareholders, Investors and
Partners in the growth of the Company and thank them for their
continued confidence and trust in the Management.

| also convey my thanks and appreciation to my esteemed
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their faith in me and granting me the opportunity to steer this
wonderful institution.

Thanking you,

Yours Sincerely
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