RAG & ASSOCIATES 32, Kewal Vihar
Chartered Accountants ‘ Deh radun-2480

AUDIT REPORT
To,
The Members
UTTARAKHAND JAL VIDYUT NIGAM LIMITED
Dehradun

We have audited the attached Balance Sheet of Uttarakhand Jal Vidyut Nigam Limited (Formerly
known as Uttranchal Jal Vidyut Nigam Ltd.) at 31.03.2008 and also the profit & loss account for
the year ended on that date annexed thereto and also the cash flow statement for the year ended on
that date. The name of the company has been thanged from “Uttarnachal Jal Vidhyut Nigam Ltd.”
to “Uttarakhand Jal Vidyut Nigam Ltd.” w.e.f 2™ July 2007, the attached Balance Sheet has been
adopted by the Board of Directors under the name and style of Uttarakhand Jal Vidhyut Nigam
Ltd.” 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 the 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 mis-statement. An audit includes examining.
on & test basis, evidence supporting the amounis 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 2 reasonable basis for our opinion.

i As reguired by the Companies (Auditor’s Report) Order, 2003 issued by the -Central
Government of India in terms of sub-section (4A) of section 227 of the Companies Act,
1956, we enclose in the Annexure a statement on the matters specified in paragraphs 4 and

5 of the said Order.
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scheme. The details and breakup of Assets & Liabilities so transferred were not made
available to us and the allocated balances of consolidated balances have been incorporated
in the financial statements of the Company for the year 2001-02. Consequently the opening
balances of the specific Assets & Liabilities vested in the Company is not identifiable or
verifiable. These opening balances are unaudited and are not in agreement with the
balances shown as fransferred by UPJVNL in their audited accounts for the year ending
31.03.2002. Substantial difierence were observed in the opening Balances taken in the
books of accounts as compared io audited balance sheet of UPJVNL as on
31 03.2002.During the year the management has made certain changes in their opening
balances taken on 09.17.0] as gwven in Schedule XXI Note B(1). In absence of such deiails,
and in light of above Jacts we are unable to Express our opinion on the correciess of the
accounting of the ransactions relating 1o such balances and also to verify and ascertain the
Irue nature and proper disclosure of the balances appearing in the Jinal accounts of the
Company. We are also unable to asceriain the correctness or otherwise of the payments
made by the Company on account of the liabilities taken over and also the reliability and
nature of assets so taken over by the company.

b. The financial accounts presented before us for audit are-

i Noiin conformin: with accounting policy No.2 (1), since the Jixed assets are taker ar
estimaied provisional valye in DPlace of historical cost gs given in the policy.

fi.  Records / Title deeds 1n respect of Land & Buildings included in Schedule IV 1a the

————Balanee-Sheet-have rot-been produced before us for our verification. 7je ownership
rights and the charges or obligations, If any, against the fixed assets have not been
provided for our verification. We gre unable to comment upon the impact, if any, on the
final accounts of the Company.

c. 4s referred.io Note Ne. B (7) of Schedule XXT ormexed 1o the Balance Sheer though vides

d 2-22003 the amount of Loar 7rom

-

Central Govermmeny Nodificarion No. S0 1228 (%} date
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(i) further the management has not provided the other terms & conditions, details of securities
provided, if any, the documents executed and balance confirmation in respect of loan from
Life Insurance Corporation of India along with overdue principal, and interest payable
there on, 1o verify the correctness of the liability and obligation of the Company. The
balance sheet & profit & loss account is subject to above Adjustment.

(1) The company has acknowledged liability of Rs. 43.78 crores towards Loan from LIC against
MB-1I projects. The interest provision for Rs.8. 46 crores (fotal Rs. 41. 6lcrores) has been
debited to Profit & Loss A/c instead of capitalizing the same. Hence Profit of the company
is undersiated by the same amount and the cost of project MB-II has been undercapitalized

-~ by the same amount and depreciation thereon. '

d BOD in its 48" meeting accorded iis approval for revised project cost of Rs.2323.33 crore
Jor MB-II. The cost of MB-IT project has been anticipated as Rs. 2323.33 crore however the
company in its books of account has capitalised only of Rs. 1,895.00 crore. The Company
has nort furnished justification for variation in the itwo figures. The company has not
provided to us bill for civil consiruction done by Irrigation Department or anv documentary
evidence in suppori of the capitalization of MB II Project. Therefore we are unable to
comment upon the correctness of the value of fixed assets capitalised against MB Il project
during the year. '

e—1The company has produced conrracis valuing Rs. 469.62 Crores as against payment of Rs.

1134.43 Crore to the contraciors Jor civil construction of MB-11 , Approval for variation in
quantities, extension of times, has not been furnished to us. Adjustment jor bills for power
consumption, cements and Steel consumed LD deducied, penalty imposed has not been
shovn io us for our verification. Therefore we are unable to comment upon the correciness
of value of capitalisation of Assets againsi MB-II. As certified by the management no
provision for the liabilitv towards centage charges on civil construction was made since it
was neither payable nor acknowiedged by the COMDTY.

i The company has deducied an amount of Rs.
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h. Provision has not been made for Debtor not confirmed & ageing more than six month
amounting to Rs. 5,55,61,110/-being the opening balances on 9.11.2001, Rs 17,13,53,334/-
outstanding towards consumers and Rs 1,09,84,563.82 Jor HPSEB and Rs. 11,568,27,249/-
amount towards consumption of electricity in colonies and Rs.4,53,39,999/- for UPCL.
Profit & loss account is subject 1o such adjustment, the management failed to provide
details jor the above mentioned amount, supply agairst which debtors are appearing in the
books of accounts. However, as explained 1o us by the management Rs.11, 58,27,249/-
amount outstanding with UPCL for more than six months is iowards colony consumption
up to 30.11.2004 balance Rs. 4,53,39,999/- is not reconciled by ihe company. Hence, we
are unable to.comment upon the correctness of figures. In view of the Limitation Act
recovery of the said amount is doubtful

i. The company is subjected 1o Wealth Tax however the company has neither filed return
under Wealth Tax Act 1957 nor made provision for the liability under the Act. The accounts
are subject to the provision under the Act.

J. The internal control system is not commensurate with size and nature of business of the
Company except for sales of Eleciricity and purchase of goods. The default is persisting in
nature & was also reported by various auditors in their reports. Losses incurred b) the
company cannot be quaniified. The instances of lapses are given below.

The Internal Audit System of the company has been collapsed. The company has an internal

—audit department burtie departient s riot looking afier the Internal Audit and the jobwas

outsourced to consultants. As explained o us the Internal Audit department is doing special
assignments only. The consultani appointed for Internal Audit has not submitted their
Report for the Financial Year 2007-08 till the date of our Audit Report. (even after laps of
13 month from their Aappoinimieni) / Hence the purpose of the internal Audit of the company
camnot be justified and payment if made will be pretuazuza; io the interest of the company.
As exploined to us no recor dS of various Spﬁcm assignment carried out by the nternal
Audit department is not mainiained in absence of suci record it is not possible t6 commenr
whether the action to oursource all the works 1o consuiianis and not utilizing the available
man power with the 0*”.»)5?' ment is nof prejudice io the inerest of the company.

Az emgharusd io us the L;ﬁS‘&'a’ T71EKT 15 Ho! mamis ar Penal o: CONSULT
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The balances in personal accounts, other receivables, loans and advances including
accounts of Government Companies / departments have not been reconciled and confirmed.
The differences in balances, if any and their impact on the financial results and Balance
Sheet could not be determined

Detailed party-wise break-up of various head of Loans and Advances have not been
provided to us for verification. Further due to non-availability of above details, we could
nor asceriain the nature of transactions under various heads. Hence impact, if any, of such
unexplained balances on the Jinancial results and Balance Sheet cannot be determined.

As certified by the management the Physical verification of inventory of stocks has been
done on 31.03.08 however complete stock verification reports were not produced before us
Jor verification. Valuation 0f stocks has been done at cost as certified by the management in
Place of cost or Net realizable value whichever is lower in term of AS-2 issued by ICAL
Huge inventory of obsolete damaged scrap items were observed for which the management
has not made any accounting entries. Stocks records mainiained by the company are
incomplete. Hence the impact, if ary, on account of the above observations on the financial
Statements could not be determined Profit & Loss account and value of inventory shown in
the final accounts are subject 1o such adjustment.

The balances under the head Currenr liabilities have nor been reconciled and conjirmed.

The difference in balance and their impact on the financial siotement Cannoi be

©

ascertained. Detailed party wise breakup of various heads of current liabilities has not
been provided o us for verification, Hence, impact if any, of such unexplained balances on
the financial result and Balonce sheet could nor be determined and commented upon.

- - i ; " ~ e P : ¥y : g
ihe company has not complied with the provisions of service tax in case of pavment to
Joreign consuliants. Defaul is persisting is nature and was reported by us in our previous
year audii report also. Liabilizy if aiy could not be guaniified in absence of information

rade ovailable ic us
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5. We Further Report that:-

a) The Balance sheet includes Rs 19,16, 95.470/- being Stock Stores & Spares. No valuation
certificates have been received and in absence of such report we are unable to comment
upon the correctness of the same.

b) An amount of Rs. 56,44,723/- is standing under the head of Survey & Investigation which is
supposed to be written off and debited to P& I A/c due to non v:abzlnﬁy Of the pr o;ecrs
Because of which Profit of the company is oversiated by the same-amount. -

Further to our comments given above & comments in the annexure referred to above, we report
that:

1) We have obtained all the information and explanation, which to the best of our
knowledge and belief were necessary for the purposes of our audit, excepr details
of FDR along with IDS certificate, Utilization certificate for the grant received
Jrom secretariar for the project, . compliances o Comments Made by Various
Auditors, Deeds & Documents for the asser owned by the Company, Bill for civil
Consmr quIOh work done by Irrigation Deparmzem in MB-IT Project.

1) In our opinion proper books of accounts as required b) law have been kept by the
company so far as it appears jrom our examination of the books except subsidiary
records of sundry debtors, loans & Advances, sundry creditors and other
Liabifities.

1) The Balance sheet and profit & Loss accoun: dezlt with by this report are in
agresment with the books 0‘" Accounts.

nion. T?L balance with by this report
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Accounts give the information required by the Companies Act, 1956, in the
manner so required the said accounts give a true and fair view and are
in conformity with the accounting principles generally accepted in
India:

i) In the case of the balance sheet, of the state of affairs of the company
as at 31.03.2008.

i) In the case of the profit and loss account, of the profit for the year ended on
- that date; and

1i)  In the case of the Cash Flow Statement, of the cash flows for the year
Ended on that date.

For RAG & ASSOCIATES
Chartered Accountants

—

Place: Dehradun RAGHVENDERA
Date: 03/08/201¢ (Partner)

M N0 089757 '_
Firm Regn. No. 011602 N
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Annexure referred {o ip Paragraph 1 of our Auditors Report of Uttarakhand
Jal Vidyut Nigam Limited for the year ended 31 March, 2008.

.. In respect to Fixed Assets:-

a) As explained 1o us the Company has maintained records to show full particulars including
Quantitative details and situation of Fixed assets. Assets transferred from UPJVNL are
shown at a value as determined by the management. The value of such assets are neither in
agreement with the fived assets regisier of UPJVNL nor is the value taken certified by amny
approved valyer. A '

b) As per the information and explanation given to us, the fixed assets of the company have
been physically verified by the management during the financial year 2007-08,which in our
opinion is not reasonable having regard 10 size of the company and nature of its assets and

discrepancies observed. Were not taken into accounts b the management
P &

c) In our opinion, the company has not disposed off 2 substantial part of fixed Assets during
the financial year. However, SOBLA-I HEP has been flood-washed but same is included in
the fixed asset of the company. Suitable adiustment in the books of accounts has not beep
made. '

2. Inrespect of Inventories:- o . e

a) The complete records i Tespect of the physical verification of mventory has not heen
produced before us for verification. In absence of the complete record we are not in g
position 1o comment whether frequency of verification is reasonzable or not. Kindly refer
paragraph 5 (2) & 4 (m) of our main Audit Report.

b) Ve have beep informed that physical verification of stock has been conducied by the

Management during the financia] year 2007-08, but in absence of any supporiing document

We 21 not in a position 10 comment

1 v followed by the nianageme

0y anc the nature of ;

report.
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The Company has not taken granted any loan, secured or unsecured from/ to companies; firms
or other parties listed in the register maintained under Section 301 of the Companies Act,
1956. The Company had neither granted nor taken any loans, secured or unsecured, to/from
companies, filrms, or other parties listed in the register maintained under section 301 of the
Companies Act, 1956, and therefore paragraph 4 (iii) of the said order is not applicable.

On the basis of our observations, we are of the opinion that, the Company Internal Control
Sysiems is not commensurate with the size of the company and the nature of its business, for
the purchase of Inventory and fixed assets. The Default is persistent in nature, it is reported
by various Auditors Time & again. To Quote:

Payment were made to the consultants M/s Kayviat International Project Consultants limited
without verifying that the time allowed to complete the assignment has already been lapsed.
LD has not been deducted amounting to Rs.3.80 Lacs for not completing the job in time.

In our opinion and according to the information and explanation given to us, there are no
transactions that need to be entered in the register maintained under section 301 of the
Companies Act, 1956.

The Company has not accepied any deposits from the public during the year under Audit
with in the meaning Section 58A & 58AA or any other relevant provisions of the
companies Act, 1956. No order has been passed by the Company Law Board or National

respect.

On the basis of our observation, we are of the opinion that Internal Audit system of the
compary is not adequaie and commensuraie with the size and narure of the business of the
compary. Internal auditors were appoinied by the company but the monagement has failed io
evaluate tiie internal audiiors report and ensure that the inmternal Auditor has conducted t

£
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9.(a) In our opinion and according to the information and explanation given to us the Company is
regular in depositing undisputed statutory dues including Provident Fund, Investor
Education and Protection Fund, Employees’ State Insurance, Income Tax, Sales-tax,
Custom Duty, Excise Duty, Cess and any other Statutory dues applicable to it with the

- appropniate authorities except TDS, wealth tax & service fax. Kindly refer 4(1) & 4(r) of our
main Audit report. '

(b) Some delays have been noted in depositing of some undisputed statutory dues of
I'D.S, F.B.T & Advance Tax. .

(¢) According to the information and explanation given to us there are no undisputed Amount
payable including Provident Fund, Investor Education and Protection Fund, Employees’
State insurance, Income-tax, Sales-tax, , Custom Duty, Excise Duty, cess and other
Statutory dues as at 31.03.2008, for a period of more than six months from the date they
become payable excepr wealth tax & service tax. Kindly refer 4(1) & 4(r) & of our main
Audit report.

(d} According to the information and explanation given to us, the following are the particulars
of disputed dues on account of sales Tax. Income Tax and custom duty that have not been
paid deposited; :

IS 71771'31116'——9%6.{%‘&&35ofdue’sif”f&iridﬁﬁf'oi demand | Period 1o f ‘Forum  where
’ statue r | net of deposits | which  it| dispute is
| | | (Rsin Lacs) | relates | pending
| Income  Tax | Demand for | The revised assessed tax | AY.2002- | Appeal is pending
Act 1961 i the AY 2002- I‘ 84.43 Lacs as per notice | 03 1 Before Appellate
|03 | of demand ws 156 of | | Tribunal.ITAT has
i : | Income Tax Department ; issued order to get |
: , afier giving effact of ! ; oval ;
| order issued by CIT (4) (
| | |
i Income Te: Demand  for | The revised zssessed fome ALY
Act 1961 the AY 2003

4% ]
til
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Income Tax | Demand for the | The revised assessed tax | A.Y 2004-05 Appeal is pending
Act 1961 ALY 2004-05 of Rs 4.42 crore as per before  Appellate

notice of demand u/s Tribunal.
156 of Income Tax
Department after giving
effect of order issued by
CIT (A)

Income Taﬁ Demand for the | The demand for tax | A.Y 2007-08 | Appeal is pending

Act,1961 | A.Y 2007-08 raised by income tax ‘ before  Appellate
; - | department for Rs 41.97 Tribunal.
crore.

'10.

4.

In our opinion, the accumulated losses of the company are not more than fifty percent of its
net worth. The company has not incurred cash losses during the financial year covered by
our audit the immediately preceding financial year. '

In our opinion and according to the information and explanation given to us, the Company
has not defaulted in repayments of dues to banks and financial institution except repavment
of loan from LIC of India for Rs 43, 78, 04,300 (Accepted by the managesment as against
Rs.437.80 crore transferred by the UPTVNL and Inierest of Rs.41,61.16,034/- .As explained
10 us the loan amount is under transfer scheme/jand in absence of finalization of transfer

—scheme the amount is not repayable. Kindiy refer Para 2(¢) of our main audit report

According to the information and explanations given to us and based on the documents and

records produced, the company has not taken or granted any loans or advances on the basis
of security by way of pledge of shares, debentures & other sscurities.

~

" 1s not a chit fund or niche/mutual bensf
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16.  As per writlen representation received from the Management, in our opinion the term loans
availed by the company during the year were prima facie, applied for the purposes for
which they were obtained.

!

I7. As per written representation received from the Management, we report that the no funds
raised on short-term basis have been used for long-term investment. No long-term funds

have been used to finance short-term assets except permanent working capital.

1&  The Company has not made any preferential allotment of shares to parties & Companies
' covered in register maintained under section 301 of the Act .

19 The company has not issued any debenture dﬁn’ng the year.
20.  The Company has not raised any money by way of public issue during the year.
21. In our opinion and according to the information and explanation given to us by the

Management, we report that no fraud on ér by the company has been noticed or
Reported during the year. '

Place: Dehradun For RAG & Associates

Date: 03/058/2016 Chartered Accountants
RAGEVENDERE

{?artner)
M. Ne. 089757
Firp Regn. Ko, 011602 N

B
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COMMENTS OF STATUTORY AUDITORS AND MANAGEMENT REPLIES THERETO FOR
_ FINANACIAL YEAR 2007-08

SL | Statutory Auditors Observation Management Reply

No _

1 As required: by the Companies (Auditor’s Report) Order | No Comments.

2003 issucd by the Central Government of India in terms of
sub-section 227 of the Companies Act, 1956, we enclose in
the Annexurc a statement on the matters specified in
paragraphs 4 and 5 of the said order :

2 Audited Financial Statement for the financial year 2006-07 | Audited Financial Accounts for Financial Year 2006-07
have not been placed in the AGM of the Company. have been adopted in AGM held on 26-2-2011.

3 The books of accounts presented before us for Tax|Audit u/s | As per the applicable provisions of the Income Tax Act,
44AB of Income Tax Act have been re-casted by the | 1961 the tax audit report u/s 44AB was filed with the
management. Consequently the company is required to obtain | Income Tax department with in the stipulated time.
revised Audit Report u/s 44AB of Income Tax|Act and | Assessment proceedings have also been completed and
revised return of income tax is to be filed. Assessment order released.

4a. | As referred in Note No. B (1) of Schedule XXI ahnexed fo

the balance Sheet. The management has stated that in absence
of final transfer scheme between UPJVNL and UJVNL
provisional opening balances have been incorporated in books
of accounts. The accuracy of these opening balances of
Assets & Liabilities could not be verified by us in absence of
any agreement between UPJVNL & UJVNL and natification
of I'inal Transfer scheme. The details and breakup |of Assets
& Liahilities so transferred were not trade availdble to us
and the consolidated halances have been H.:o.c%cwa_mm& in the
Finaucial statements of the Company for the year|2001-02.
Consequently the opening balances of the specific |Assets &
Liabilities vested in the Company is not identifiable or
verifiable. These opening balances are unaudited and are
not in agreement with the balances shown as transferred by
UPJVNL in their audited accounts for the yedr ending
31.03.2002. Substantial difference were c@mmémt in the

opening  Balances taken in the books of aqm_nz:a as

The issue of Settlement of opening balance of Assets &
Liabilities with UP Jal Vidyut Nigam Limited is under
process. Nigam has derived its provisional opening
balances on the basis of information available with it and
as per Central Government Order No. 42/7/2000-R&R.
dated 5-11-01 to complete its accounts. On Finalisation/
settlement of the issue, any adjustments emerging there
from would be accounted for in the year of settlement.
However, in accordance to the line of action decided by the
management the opening balances have been re-grouped /
adjusted in the books of accounts and the requisite
disclosure with details thereof has been made in the Notes
on Accounts.

Appropriate disclosure in this regards has been made in the
Notes on Accounts.
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|
compared with audited balance sheet of UPJV]
31.03.2002. During the

certain changes in their opening balances taken or

VL as on
year the management rah made

09.11.01

as given in schedule XXI Note B(1). In the absence of such

details, and in light of above facts we are unable

0 express

our opinion ion the correctness of the accounti g of the

ransactions relating to such balances and also to 1

erify and

ascertain the true nature and proper disclosure of the
hulunces appearing in the final accounts of the Company.
We are also unable to ascertain the correctness or otherwise
of the payments made by the Company on accoynt of the

liabilities taken over and also the reliability and
assels so takén over by the company.

nature of

4b

are:

Not in conformity with accounting policy No. 2 (1),

Jixed assets are taken at estimated provisional value

of historical cost as given in the policy.

since the
in place

The issue of Settlement of opening balance of Assets &
Liabilities with UP Jal Vidyut Nigam Limited is under
process. Nigam has derived its provisional opening
balances on the basis of information available with it and
as per Central Government Order No. 42/7/2000-R&R
dated 5-11-01 to complete its accounts.

UJVN limited Accounted for the Value of Fixed Assets
acquired from UPJVNL on provisional basis.

On Finalization/ settlement of the issue, any adjustments
emerging there from would be accounted for in the year of
settlement.

Appropriate disclosure in this regards has been made in the
Notes on Accounts.

Records/ Title deeds in respect of Land & Buildings

included

in Schedule IV to the Balance Sheet have not produced before

us for our verification. The ownership rights and th
or obligations, if any, against the fixed assets have

c charges
not been

Most of the Land had been given on lease by Forest
Department of Uttarakhand to Irrigation department which
is now under the use of the Nigam. Steps are being taken to
transfer the land in the name of the Nigam. All Buildings
constructed & situated at LHP’s are part of transfer scheme

provided for our verification. We are unable to comnient upon

2



the impact, if any, on the final accounts of the Company.

from UPJVNL for which settlement is under process.

As referred td Note No. B (7) of Schedule XXT annexed to the
Balance Sheet, though vide Central Government _Q__.‘N.\mn&max
No. SO 1228 (E) dated 2-9-2005 the amount of Loan from Life
Insurance  Corporation of Rs. 352.59 Crores |has been
transferred to State of Uttarakhand against Hydro Electric
Projects transferred to the state. However The Co pany has
considered onlv Rs. 43.78 Crores as liability ag. inst above
loan. The management has made less provision off Rs. 15.68
Croves towards inferest payahle to LIC on accoynt of rate
difference (14.29 % as per the terms of sanction and 11%
laken by the :53&%3335 and a less provision of Rs. 296.24
Crores on account of interest payable to LIC due 1o less
liability shown in the balance sheet.

Un-secured loans Rs. 43.78 crores being 10% of the LIC
loan of Rs. 437.80 crores taken by erstwhile UPSEB and
transferred to Uttar Pradesh Jal Vidyut Nigam Ltd.
(UPJVNL) by the Govt. of Uttar Pradesh vide its
notification dated 25/1/2001. UPJTVNL proposed to transfer
the said loan to UTVNL which was contested by UJVNL as
loan was not project specific. However, to complete the
accounts such liability of UTVNL was provisionally taken
as 10% as per GOI Order No. 42/7/2000-R&R dated 5-11-
2001.

Subsequently GOI vide its order NO. S.0. 1228 dated
2.9.2005 allocated partly Rs. 352.59 crores of LIC loan to
the state of Uttarakhand against Maneri Bhali stage —II
hydro electric project located in Uttarakhand.

The transfer of above LIC loan of Rs. 352.59 crores to the
state of Uttarakhand is being contested hence the same has
not being accounted for in the books of accounts.

However, an amount of Rs. 308.81 crores (Rs. 352.59
crore i.e. loan amount as per Central Govt. order dated
2.9.2005 — Rs. 43.78 crore loan amount acknowledged in
the books) has been classified as contingent liability in
Notes on Accounts along with appropriate disclosures.

Interest @11% has been provisionally provided on Rs.
43.78 crores, as stated above, subject to adjustment on
finalization of the issue.

Fieether, the _.?_.::.E;E:: has not provided the other terms &
conditions, details  of  securities provided, if |any, the
documents executed and balance confirmation in respect of
loan from Life Insurance Corporation of India along with
overdue principal, and interest payable there on, to verify the
correciness of the liability and obligation of the company. The

Un-secured loans Rs. 43.78 crores being 10% of the LIC
loan of Rs. 437.80 crores taken by erstwhile UPSEB and
transferred to Uttar Pradesh Jal Vidyut Nigam Ltd.
(UPJVNL) by the Govt. of Uttar Pradesh vide its
notification dated 25/1/2001. UPTVNL proposed to transfer
the said loan to UTVNL which was contested by UIVNL as

3
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balance sheet & profit & loss account is subject to above
adjustment. .

-accounts such liability of UJTVNL was provisionally taken

loan was not project specific. However, to complete the

as 10% as per GOI Order No. 42/7/2000-R&R dated 5-11-
2001.

The terms & conditions, details of securities etc against
this loan has also not been provided by UPJVNL to
UJVNL. Appropriate disclosure in this regard has been
made in the Schedule-11I of the Balance Sheet.

(i) | The Company has acknowledged liability of Rs. 43.78 crores | As was subsequently evidenced by GOU Notification
towards Loan from LIC against MB-11 projects. T rm interest | No.SO 1228(E) dated 2-9-2005,the LIC loan though now
provision for Rs. 8.46 crores (total Rs. 4 1.61 crores) has been | being contested was transferred to the State of Uttarakhand
debited to Profit & Loss A/c instead of capitalizing the same. against the Hydro Power Projects transferred to the State of
Hence Profit' of the company is understated by the same | Uttarakhand by the State of Uttar Pradesh. Further as per
amount and. the cost of project MB-II has been | available evidence. on record namely AGUP
undercapitalized by the same amount and depreciation | communication dated 07-06-2002, the amount was not
thercon. utilized for MB-II project.

Since Matter is under dispute so interest on such LIC loan
provide in the Books of Accounts was not Capitalised and
has been charged to Profit and Loss Accounts.

dd. | BOD in its 48" meeting accorded its approval for revised | In the 48" meeting, BoD gave its approval to the revised
project cost of Rs. 2323.33 crore for MB-I1I. The nomu of MB-II | cost estimate of Maneri Bhali Stage —II HEP for Rs.
project has béen anticipated as Rs. 2323.33 crore however the | 2323.33 Crs. The above approval was only of estimated
company in its books of account has capitalized LS@ of Rs. | cost and capitalization in the books of accounts have been
1895 crore. The Company has not JSurnished Lq.:m@.wnm:d: Jor | done as per the actual expenditure incurred.
variation in the two figures. The company has not %TQ.E.Q@Q to
us bill for civil construction done by Irrigation Department or Irrigation Department was requested to provide the
any documentary evidence in support of the capitalization of | necessary details. Whatever detail were provided by the
MB-IT Project. Therefore, we are unable to comment upon the Irrigation Department were produced before the Auditors
correctness of the value of fived assets capitalized against | for verification.

MDB-II project during the year.
4¢ | The company has produced contracis valuing Rs. 469.62 | Irrigation Department was requested to provide the

Crores as against payment of Rs. 1134.43 Crore to the
contractors for civil construction of MB-II. Approval for

necessary details. Whatever detail were provided by the

Trrigation Department were produced before the Auditors

4

4l



variation in ‘quantities, extension of times, has not been
Jurnished to us. Adjustment for bills for power anh::ﬁc&m_:,
cements and Steel consumed, LD deducted, ﬁmx&d\ imposed
has not been shown to us for our verification. uﬁmxﬂ\cwm we
are unable to comment upon the correctness &f value of
capitalization of Assets against MB-II. As certified by the
management no provision for the liability Hcéa\t.w centage
charges on civil construction was made Since it was neither

payable nor Q_n\ﬂmmvx&m&mmg the company. |

for verification.

The details of the provisional opening balance adopted as

41 | The company has deducted on amount of Rs. 5,25,92,209/- | Interest earned during construction period has been
(Interest income) from  incidental expenditure instead of | capitalized in accordance with the generally accepted
Crediting to Profit & Loss Ale because of which the profit of | accounting procedures.
the company and Incidental expenditure during the year have
been understated by the same amount. . :

4 g | Share deposit Account (shareholder fund) has been bverstated Funds of Rs. 73.23 crore were sanctionod by GoU for
by Rs. 73.23 crores amount being received from Government preparation of DPR. 'In the sanction letters of GoU the
:.\\,g:ﬁ?c:&.\ow.?.EHE.Q:.Q: of DPR as given in Note No.13 | sanction/ release of funds has not been specifically
of schedule XXI (B) of balance sheet consequently deferred | mentioned as “Grant’, In the absence of any clarifications.
capital grant was understated by the similar amount. In this regard, the such amount received has been booked

: ; under the head “Share Deposit Account Pending
Allotment”. In case any clarification in this regard is

: received from GoU the necessary adjustments would be
incorporated in the books of account, if required, in the
relevant financial year.

4h | Provision has not ‘been made for Debtor not nox&wwim& &

ageing more than six month amounting fo Rs. 5,55,61,110/-
being the opening balances on 9.11.2001, Rs. 17,13,53,334/-
outstanding towards consumers and Rs. m.gbmﬁmw,w.%m Jor
HPSEB and Rs. 11,58,27,249/- amount fowards co ,q:ﬁcnos
of clectricity ‘in colonies and Ry, 4,53,39,999/- for UPCL.
Profit. & Loss account is subject to such adjustment, the
management failed to provide details for the above mentioned
amount, supply against which debtors are a\uﬁmawmrw in the
hooks of accounts. However, as explained to zr by the

management Rs. 11,5827 249/- amount oaaﬂaz%mw with

on 9-11-2001 have not been made available by UPJVNL in
spite of repeated follow-up and persuasion. In absence of
such details, the opening balances of sundry debtors is
being considered good since no details to the contrary are
available.

As and when the mmﬁm:m are made available by UPJVNL or
on finalization of transfer scheme necessary adjustments
emanating there from would be made in subsequent years.
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41

UPCL  for more than six months is fowartds colony
consumption upto 30.11.2004 balance Rs. 4,53,39,999/. is not
reconciled by the company. Hence, we are unable to comment
upon the correctness of Jigures. In view of the Limitation Act
recovery of b@,n said amount is doubtful.

The reconciliation exercise has been taken up with UPCL
to obtain the desired confirmation.

The company is subjected to Wealth Tax however the company
has neither filed return under Wealth Tax Act 1957 nor made
provision for. the liability under the Act The aq%oﬁza are
subject to the .w:de.m.ﬁc: under the Act.

4 _

The applicability of Wealth Tax is being examined.

The internal control system is not commensurate with size and
nature of business of the Company except for sales and
purchase of ygoods. The defanlt is persisting in nature & was
also reported by various auditors in their N,SGQLE. Losses
incurred by AR ne_snn\\c\nn:xc;mQxasm@mm&H he SQR:QQ

of lapses are given below:

The internal Audit System of the company has been collapsed.
The company has an internal audit &@caiﬁmsv but the
department is not looking after the Internal Audit .ﬂ%& the job
was outsourced to consultants. As explained to us the Internal
Audit departinent is doing special - assignments TS@\. The
consultant appointed for Internal Audit has not submitted
their Report for the financial year 2007-08 till the late of our
audil  report. (even after laps of 15 month Jfrom their
appointment). Hence the purpose of the internal audit of the
company cannot be justified and payment if made will be
prejudicial to the interest of the company. As explained to us
no records of various special assignment carried out by the
internal audit department is not maintained in absence of
such record it is not possible to comment whether the action
o vutsource ol the works to consultants and not utilizing the
availahle man poseer with the depariment is not %L\m%.qm to
the interest ,C\H.l:‘_ company.

As explained to us the department is not maintaining any
Penal of consultants and firms are invited to EE&@% tender’s
arbitatorly_looking _into _such practice possibility of mal

Noted for compliance in future. Necessary steps have been
initiated to strengthen the internal control system.
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Junction cannot be ruled out.,

4k | The }Dmn:nmhm:\__ rersonal accounts, other receivables, loans | Noted for compliance in subsequent years.
and advances,including accounts of Government Companies /
depariments \,Ee@ not been reconciled and confirmed. The
differences in balances, if any and their impact on the
Jinancial results and Balance Sheet could not be determined
41 | Detailed party-wise break-up of various head of Loans and Steps have been initiated to prepare detailed party wise
Advances have not been provided to us for verification. Further breakup of various heads of loans and advances.
sinee due to hail-availability of above details, we |could not
ascerfain the vature of transactions under various heads, Hence Noted for compliance in subsequent years.
impact, i anvy of such unexplained balances on the JSinancial
results and Balance Sheet can not be determined.
4m | ds certified by the management the physical verification of | Available reports of physical verification report of
inventory of |stocks has been done on 3] .03.08 however | inventory of various divisions were produced for
complete stock verification reports were not produced before | verification at the time of audit. Steps have been initiated
us for verification. Valuation of stocks has been done at cost | to identity obsolete/ damaged stocks and valuation of the
as certified by the management in place of cost or Net | same as per applicable accounting standards.
realizable value which ever is lower in term of AS-2 issued by
[CAL Huge ihventory of obsolete damaged scrap items were
observed for which the management has not tade any
accounting Eﬁlm@. Stocks records maintained by Qj company
are incomplete. Hence the impact, if any, on account of the
above observations on the financial statements could not be
determined. Profit & Loss account and value of \inventory
shown in the final accounts are subject to such adjustment. .
4n | The balances under the head Current liabilities have not been | In the absence of finalization of transfer scheme and lack
reconciled and confirmed. The difference in balance and their | of details of opening balances the requisite details could
impact on the financial assets and Balance Sheet could not be | not be provided. However, on finalization of the transfer
ascertained. Defailed party wise breakup of various heads of | scheme necessary adjustments would be made in the books
current liabilities has not been provided to us for verification. | of account. As regatds party wise details of current
livther since due to non-availability of above details, we could liabilities, steps are being initiated to compile the same at

notascertain fhe natnre of transactions under various heads.
Hence, impact, if any, of such unexplained balances on the
Jinancial result and Balance sheet could not be determined and

division level,




commented upon.

40 | The company has not complied with the provisions|of service | Mattor has been examined and provision of service fax
tax in case of payment to Joreign consultants. ba&.m@. if any | have been compiled with. :
could not be quantified in absence of information made

|| available to us. _

4p | Energy sold 10 UPCL and NHPC during the year 2006-07 Jrom | Bills against energy sales to UPCL are raised centrally at
SHP Pithoragarh is short accounted for by Rs. 33,61,196/- and | HO and not by the respective division. Adjustment entry in
Rs. 54,60,000 respectively . Hence the income of the Nigam is | this regard has already been incorporated in the books of
understated by Rs. 88,21,196/- accounts.

; Regarding energy sale to NHPC it is to submit that the
_ matter is still under dispute and pending resolution. Any
A adjustment entry emerging there from would be accounted
I . u for in the year of settlement. ,

Sa | The Balance sheet includes Rs 19,16,95,470/- being Stock | Physical verification of inventory of stock, spares and
Stores & Spares. No valuation certificate and| Physical | stores has been conducted by respective units in
Verification certificate have been received and in absence of | accordance to the prevalent rules and regulations of the
such report we are unable to comment upon the new,w_mnmxm% of | Nigam. Available physical verification report were made

| the same. i available to the auditors for verification.

Sb | An amount of Rs. 56,44,723/- is standing under the| head of | Details of amount of Rs. 56,44,723/- standing under the
Survey & Investigation which is supposed 1o be written off and | head of Survey & Investigation has been examined. The
debited to P&L A/c due to non viability of the projects. Because | amount pertains to Projects considered viable hence has
of which profit of the company is overstated by \the same | not been written off.
amoumt. : | . : :

5.1 | We have obtained all the information and explanation, which | Noted for compliance in subsequent year.
to the best of our knowledge and belief were :mnmmaLd\\bﬁ the
purposes of our audit, except details of FDR along with DS
certificate, Ultilization certificate for the granmt received Jrom
secretariat for the project, compliances to comments made by
various quditors, deeds & documents for the asset owned by the
Company. Bill for civil Construction work down by [rrigation

| Pepartment in MB-II project. 7
CSH | I our opinion proper hooks of accounts as required by law | No comments.
have heen kept by the company so far as it appears from our
examination of the books except subsidiary records of sundry
debtors, loans & Advances, sundry creditors and other




Liahilities i

5.1ii

The Balance sheet and profit & Loss account dealt with by
this report aré in agreement with the books of Account

No Comments

In our opinion, the balance sheet & profit and loss account
dealt with by this report Comply with the accounting
standards mxcmtﬁ AS-15,A8-9,AS-3,AS8-2 and AS-I2, referred to
in sub-section (3¢) of Section 211 of the Companies Act, 1956.

Noted for compliance in subsequent year.

Being a government Company pursuant to notification GSR
829 (E) dated 17.07.2003 issued by Qosw::.:w_,_i of India,
Provisions of Clause (g) of Sub section (1) of Section 274 of

Companies Act, 1956 are not applicable to the Com )any.

No Comments

<l to onr ol

x: _.S”_:::.ﬂ:_::_:Zc.__.x:.mmmﬁo w oa?:.m#
& parns ato b of point 5 and significant Accounting Policies on
revenue  recognition (Policy No. 10), and %08 No.
2(9),3,7,10.12 of the notes of accounts, in our opinion and to
the best of our information and according to the explanations
given to us, the said accounts give the information required by
the Companies Act, 1956, in the manner sq required and gives
a truc and fair view in conformity with the accounting
principles generally accepted in India.

In the case of the balance sheet, of the state of
affairs of the company as at 31.03.2008. |

ii. In the case of the profit and loss accou

profit for the year ended on that date; and

iii. Tn the case of the Cash Flow Statement, of the cash

flows for the year Ended on that date

nt, of the

No Comments
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>=s§_:.m_.o?_._oaﬁo:ﬂ cugm_jwrucma:w >=m:o_.m Wm_uclcwdnmgrrmg_ms_<5%=:Aﬁm3:E:oawo_.:_m
year ended 31" March, 2008. . :

Statutory Auditors Observation gm:mwmamﬁ Reply

In respect to Exmg Assets:- The issue of Settlement of opening
balance of Assets & Liabilities with UP
Jal Vidyut Nigam Limited is under
process. Nigam has derived its provisional
opening balances on the basis of
information available with it and as per
Central ~ Government  Order  No.
42/7/2000-R&R  dated  5-11-01  to
complete its accounts.

a) As oﬁu_m_:ma to us the Company has maintained records to show
full particulars including quantitative details and situation of Fixed
assets. Assets translerred from UPJVNL are| shown at a value as
determined by the management, The value of such assets are neither i in
apreement with the fixed assels register oﬂCES/r not is the value taken
certified _d\ any approved valuer,

UJVN limited Accounted for the Value of
Fixed Assets acquired from UPJVNL on
provisional basis.

On Finalization/ settlement of the issue,
any adjustments emerging there from
would be accounted for in the year of
settlement.

Appropriate disclosure in this regards has
been made in the Notes on Accounts,

b) As per the information and explanation given to us, the fixed assets | Noted for compliance in subsequent years.
of the cormpany have been physically verified by the management
during the financial year 2007-08, which in our opinion is not reasonable
having, I to size of (he company and nature of its assets and
discrepancics observed.

~
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Inrespect of inventories:—

¢) In our opinion, the company has not dispoked off a substantial part
of fixed kmmnﬁm during the financial year. However, SOBLA-I HEP has
been flood-washed but same is included in/| the fixed asset of the

company. Suitable adjustment in the books of accounts has not been
made ”

Sobla-I project was partly damaged before
the - creation of UJVNL and not in
operation since prior to 9-11-2001.The
Loss due to such damage would have been
reflected in the Books of earswhile
UPJVNL. The balance amount of Rs.
7,62,74,653/- is the opening balance as on
9-11-2001 and continues to be carried
forward. Since the amount pertains to
opening balance the same can be settled

and  booked accordingly on  the
finalization of the transfer Scheme.
However no depreciation has been

charged on the said amount.

a) The complete records in respect of the physical verification of
inventory has not been produced before us for verification. In
absence of the complete record we are not in a position to comment
whether frequency of verification is seasonable or not. Kindly refer
paragraph 5 (a) & 4 (m) of our main Audit Report.

s

Available reports of physical verification
report of inventory of various divisions
were produced for verification at the time
of audit. Steps have been initiated to
identity -obsolete/ damaged stocks and
valuation of the same as per applicable
accounting standards.

b) We have been informed that physical verification of stock has been
conducted by the management during the msw:omm_ year 200§-0%, but
in absence of any supporting documents we are not in a position to

comment whether procedures of physical verification of inventory

followed by the management are reasonable and adequate in
relation to the size of the company and Hroﬂ.ﬁ:mﬁcao of its business.

Kindly refer paragraph 5 (a) & 4 (m) of our main Audit report.

Available reports of physical verification
report of inventory of various divisions
were produced for verification at the time
of audit. Steps have been initiated to
identity obsolete/ damaged stocks and
valuation of the same as per applicable
accounting standards.

¢) Records of inventories maintainod at the units are incomplete. In
absence of complete records we are not in r position to comment
whether the company is maintaining proper ,.mooam of inventory and
whether  any  material discrepancies were  noticed on physical

Available reports of physical verification
report of inventory of various divisions
were produced for verification at the time
of audit. Steps have been initiated to
identity obsolete/ damaged stocks and

verification and il so whether those materjal liscrepancies have been

I
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On the basis of our observation, we are of the opinion that Internal Audit
system of the company is not adequate and commensurate with the size and
nature of the business of the company. Internal auditors were appointed
by the company but the management hasg failed | to evaluate the internal
auditots report and ensure that the internal Auditor has conducted the audit
as per the scope of audit given to them. Oo_dw:w:om of the observation
made by the Internal Auditors has not been carried out by the Internal audit
Department. | .

As per the explanation provided to us three Audit Committee meeting was
held during the year however internal audit feport has not been put up in
front of the committee for recommendation and compliance.

! _

Noted for compliance in subsequent years.

We have broadly reviewed the books of mooo%i maintained by the
company relating to power generating activities of the company, pursuant
to the Rules made by the Central Government for the maintenance of cost
records has heen preseribed under Section 209(1) (d) of the Companies Act
FOS6 and we e of (he opinion that prima facie the prescribed accounts and
records have been made and maintained. We have not, however made a
detailed examihation of records with a view to determine whether they are true
or not, ”

No Comments

(a) Tn our opinion and according to the info
given to us the Company is regular in wmmﬁoﬁ::m undisputed
statutory dues including Provident Fund, Investor Education and
Protection Fund, Employees' State Insurance, Income Tax, Sales-
tax, Custom Duty, Excise Duty, cess and mru\ other Statutory dues
applicable to it with the appropriate m:fgol:.mm except TDS,
wealth tax and service tax. 7

rmation and explanation |

No Comments

S —

(b) ono,_ delays have been noted in ao@%&:m of some
undisputed statutory dues of T.DS,FB.T& Advance Tax.

Noted for compliance in subsequent years.

(e) >HM.OIE:E to the information and explanation given to us there
are no undisputed Amount payable _._go_:_&:m Provident Fund,
Investor Education and Protection Fund, Employees State
Insurance, Income-tax, Sales-tax, , Custom Duty, Excise Duty,

cess and other Statutory dues as at m_.ow.ﬁoom“ for a period of

No Comments
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Income Demand  for |[The revised assessed A.Y2002-03 Appeal is pending
the tax of Rs 84.43 Lacs before Appellate
Tax AY 2002-03 |ag per  notice  of Tribunal.
Act, 1961 ‘ demand u/s 156 of ITAT has issued
Income Tax order to get
Department after approval from
giving effect of order committee on
issued by CIT (A) disputes.
Tncome ‘@an_mmﬂ.aim_.w,ﬁ._qlm‘ﬂafm.m.,\_.umm..mmmmwwr&lflQ 20014 Appeal is pending
T tax of Rs 27.95 crore 04 | before Appellate
ax AN 2003-04 as per notice of ”, Tribunal, New
Act 1961 : demand u/s 156 of Delhi.
Income Tax
Department after |
giving effect of order |
issued by CIT (A)
[ Income Demand for | The revised assessed  |A.Y | 20044 Appeal is pending
T} the tax of Rs 4.42 crore as 05 | before Appellate
ax A.Y 2004-05 | per notice of demand " Tribunal,
Act [ 961 u/s 156 of lncome Tax _
Department after |
giving effect of order 7
issued by CIT (A) |
L




Demand for the | The demand for tax A

Income Y 20074 Appeal is pending
T AY 2007-08 raised by income tax 08 before Appellate
ax department for Rs Tribunal.

Act 1961 41.97 crore.

In our ocm:mo_w the accumulated losses of the company are not more than fifty
percent of its net worth. The company has not incusred cash losses during the
financial yeat covered by our audit the :Ejmn:mﬁogwaooma:._m financial year,

{
I i

No Comments

In our opinion and according to the information and explanation given to us,

the Company has not defaulted in _dwm%_:o:mm of dues to banks and

financial institution except repayment of loan from LIC of India for Rs

43,78,04,300 (Accepted by the management as Jmmms,ﬁ Rs. 437.80 crore
|

transferred by.the UPJVNL and Interest of Rs. 41,61,16,034 . As explained to

us the loan amount is under transfer scheme and in absence of finalization of
transfer scheme the amount is not repayable. Kindly refer Para 4(c) of our

main audit report
. g

12

No Comments

.I\/nm:_lam:m to B.m.ﬂﬂ_.::_::: and explanations giveh to us and based on the
docnments and records produced, the company has not taken or granted any
loans or advances on the basis of sccurity by way of pledge of shares,
debentures & other securities

No Comments

= IL[[II['I,'LI,;[[«,f'lFI
13 | The Compan

% is not a chit fund or a niche/mutual benefit fund/society.
Therefore the provisions of clause 4 (xiii) of the companies (Auditor's Report)
order 2003 are not applicable to the company.

No Comments

14 | As per information & explanations given to us & on the basis of examination
of records, the Company is not dealing or trading in shares, securities,
debentures & other investment. Further the Company has not made any
investment in shares, securities, debentures and other securities

No Comments

IS | According to the information & explanations given {o us, the Company has
not given any guarantee for loans taken by others from banks or financial
institutions

No Comments

16 | As per written representation received from the Man agement, in our opinion
the term loans availed by the company during the |year were prima facie,

No Comments
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applied for the purposes for which they were obtained

17 | As per written representation received from the Zm,:mmo_:o:r we report that | No Comments
the no funds raised on short-term basis have been used for long-term
investment. No long-term funds have been used to finance short-term assets
except permanent working capital.

18 | The Company has nol made any preferential allotment of shares to parties & | No Comments
Companies covered in register maintained under section 301 of the Act

19 | The @o::um:% has not issued any debenture during the year. No Comments

20 | The Company has not raised any money by way of public issue during the | No Comments
year. | :

21 | In our opinion and according to the information and explanation given to No Comments

us by the Management, we report that no fraud on or by the company has

heen noticed or reported during the year.

1
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|




