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Sub: Annual Report for FY 2014-15 and Form A

Sir/Madam, !

Pursuant to clause 31 of the Listing Agreement, please find enclosed herewith 6 copies of the
29" Annual Report of the Company as issued to the shareholders for the financial year 2014-15
along with a copy of Form A duly signed.

A soft copy of the Annual Report 2014-15 and Form A has already been uploaded on
www.connect2nse.com and listing.bseindia.com respectively and has also been emailed at
annualreports@nse.co.in / cmlist@nse.co.in and corp.relations@bseindia.com respectively.

Thanking you.

Yours faithfully,
For Power Finance Corporation Limited

,
,1_,00'\//\'
(Manohar Balwani)
Company Secretary
mb@pfcindia.com
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FORM A
. | Name of the Company Power Finance Corporation Limited

2. | Annual financial statements for | 31* March, 2015
the year ended

Type of Audit observation Matter of Emphasis
The Statutory Auditors of the Company have audited the financial statements for the FY 2014-15 and have issued audit report
without any qualification. However, they have drawn attention in their audit report as given below:-

(93]

"We draw attention to the following in the notes to the financial statements:

Note no.18 of Note Part-C of other notes to accounts, regarding application of Prudential Norms stipulated by Reserve Bank
of India in respect of Restructuring/Reschedulement/Renegotiation (R/R/R) for the financial year 2014-15 for reasons
indicated therein."

The note no. 18 of Note Part-C of other notes to accounts as being referred in the matter of emphasis is as given below:-

"The Company being a Government owned Non-Banking Financial Company is exempt from the RBI directions relating to
Prudential Norms. RBI has directed the Company, vide its letter dated 25.07.2013, to take steps to comply with RBI’s
Prudential Norms by 31.03.2016. Further, RBI vide its letter dated 03.04.2014 has allowed exemption from credit
concentration norms in respect of exposure to Central/State Government entities till 31.03.2016.

The Company follows its own prudential norms approved by the Ministry of Power (MoP), Govt. of India (Gol) (including
revisions approved by BoD in its meeting held on 09.03.2015 subject to the approval of MoP) which inter-alia includes norms
for Restructuring/Reschedulement/ Renegotiation (R/R/R) of loans which allows (i) two times restructuring before COD, (ii)
exemption to the loans having central/state government guarantee and loans to government department, and (iii) dispensation
not to consider extension of repayment schedule without sacrifice as restructuring for government sector borrowers. For
R/R/R norms, RBI has advised the Company to follow the instructions contained in RBI circular
DNBS.CO.PD.N0.367/03.10.01/2013-14 dated 23.01.2014, vide its letter dated 03.04.2014 inter-alia allowing maximum
period of delay in DCCO for which a loan can be restructured. The matter regarding applicability of RBI’s R/R/R norms was
taken up with RBI. In this regard, RBI vide its letter dated 11.06.2014 has allowed exemption from application of its
restructuring norms for Transmission & Distribution, Renovation & Modernization and Life Extension projects and also the
hydro projects in Himalayan region or affected by natural disasters for a period of 3 years i.e. till 31.03.2017. Further, for new
project loans to generating companies restructured w.e.f. 01.04.2015, the provisioning requirement would be 5% and for stock
of such outstanding loans as on 31.03.2015 to all generating companies, the provisioning shall commence with a provision of
2.75% with effect from 31.03.2015 and reaching 5% by 31.03.2018. This provision is in addition to the provision for
diminution in fair value.

The Company vide its letter dated 03.07.2014 has communicated the manner of its implementation to RBI, further reiterated
vide Company’s letter dated 27.11.2014, inter-alia stating that all new project loans sanctioned with effect from 01.04.2015 to
generating companies would be regulated by RBI norms on R/R/R. RBI vide its letter dated 04.02.2015 has informed that the
Company’s request is under examination.

In view of the facts stated above, the Company does not fully apply R/R/R norms prescribed by RBI for NBFCs.




Accordingly, the Accounting Policy related to Prudential Norms on R/R/R has been amended during the year ended
31.03.2015 which inter-alia requires provision @ 2.75% on restructured standard assets. Thus, during the year ended
31.03.2015 a provision has been made amounting to 564.44 crore, on qualifying loans. As on 31.03.2015, these loans
comprise of private sector loan 320,524.91 crore and Govt. Sector loan Nil. Consequently, profit for the year ended
31.03.2015 has been reduced by I513.12 crore, after considering the existing provision on standard loan assets on these
restructured loans.

4. | Frequency of observation Appeared first time in FY 2014-15
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