37, Rajpur Road

A.K. KASHYAP & CO. | et Rilpur Road

CHARTERED ACCOUNTANTS

AUDITORS REPORT

Ta,

The Members,
UJVNL Limited
Dehradun,

We have audited the accompanying financial statements of UIVN Limited, which comprise
the Balance Sheet as at 31%° March , 2013, the Statement of Profit and Loss & Cash Flow
Statement for the year then ended, and a summary of the significant accounting policies

and other explanatory information.
Management’s Responsibility for the Financial Statements

The Company’s Management is responsible for the preparation of these financial
statements that give a true and fair view of the financial position, financlal performance and
cash flows of the Company in accordance with the Accounting Standards réferred to in sub-
section (3C) of section 211 of the Companles Act, 1956 (“the Act"). This responsibility
includes the design, implementation and maintenance of internal control relevant to the
preparation and presentation of the financial statements that give a true and fair view and
are free from material misstatement, whether due to fraud or error.

Aaditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our zudit in accordance .with the Standards on Auditing issued by the
Institute of Chartered Accountants of India. Those Standards require.that we comply with
the ethical requirements and plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement. '

An audit involves performing procedures to obtain audit evidence about the ameunts and
the disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement of the
financizl statements, whether due to fraud or errcr. In making those risk assessments, the
auditor considers the intarnal control relevant to the Company’s preparation and fair
presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances. An audit also includes evaluating the appropriatencss ol
accounting policies used and the reasonableness of the accounting estimates made by the
Management, as wel as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to

provide a basis for our audit opinion.
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Opinion

In our opinion and to the best of our information and according to the explanations given to
us, the financial statements give the information required by the Act in the manner sc
required and give a true and fair view in conformity with the accounting principles generally
accepted in India:
(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 31%
March, 2013;
(b) in the case of the Statement of Profit and Luss, of the profit of the Company for the
vear ended on that date, and ' '
() in the case of the Cash Flow Statement, of the cash flows for the year ended on that

date.

B Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor’s Repart) Order, 2003("the Order"} issued by
the Central Gavernment of India in terms of sub-section (4A) of section 227 cf the
Act, we give in the Annexure a statement on the matters specified in paragraphs 4

and 5 of the Order.

2. Further to our comments in the annexure referred in paragraph-1 above we report.
that:-

a. Asreferred to Point No. 1 of Note No. 27 annexed to the bzalance Sheet, the
management has stated that in absence of final transfer scheme between
UPJVNL and UJVNL provisional opening balances have been incorporated in
hooks 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 on Final Transfer 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 & Liabiiities vested in the
Company is not identifiable or verifiable. These opening balances are - -
unaudited and are-not in agreement with the balances shawn as transferred
by UPJVNL in their audited accounts for the year ending 31.03. 2002.
Substantial difference were observed in the opening Balances taken in the
books of accounts as compared with audited balance sheet of UPIVNL as on
31.03.2002. In the absence of such details, and in light of above facts we are
unabie to express our oplnion on the correctness of the accounting of the
transactions relating ta such balances and also to verify and ascertain the
true nature and proper disclosure of the balances appearing in the final
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accounts of the Company. We are also unable to ascertain the reliability
and nature of assets and liahilities so taken over by the company.

b. Records/ Title deeds in respect of Land & Buildings included in Note-11
annexed to the Balance Sheet have not been produced before us for our
verification. The ownership rights and the charges or obligations, if any,
against the fixed assets have not been provided for our verification. We are
unable to comment upon the impact, if any, on the final accounts of the
Company. ‘

c.  The management has not provided the 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 payahle there on, to verify the
correctness of the liability and cbhligation of the compzny. The balance
sheet & profit & loss account & Cash Flow Statement is subject to above
adjustment. {Also refer point no. 11.of annexure to this report)

d. The balances of debtors have not been reconciled and confirmed. Hence,
we are unable to commaent upon the correctness of figures,

3. As certified by the management the physical verification of inventory of stocks has
been done on 31.03.13. Valuation of stocks has been done at cost as cortified by
the management instead of cost or Net realizable value which ever is lower in torm
of AS-2 issued by ICAlL R

4. Asrequired by Section 227(3) of the Act, we report that:

a. We have obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purposes of our audit.

b, In our opinion, proper books_ of account as required by law have been kept by
the Company so far as it appears from our examination of those books,

¢. The Balance Sheet and Statement of Profit and Loss & Cash Flow Statement
with by this Report are in agreement with the hooks of account.

d. Inour opinion, the Balance Sheet and Statement of Profit and Loss & Cash Flow
Statement comply with the Accounting Standards referred to in sub- scctlon {3C)
ofsectlon 211 of the Act.
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On the basis of the written representations received from the directors as on 31 March,
2013 taken on record by the Board of Directors, none of the directors is disqualified as on
31st March, 2013 from heing appointed as a director in terms of clause {g} of sub-section (1}

of section 274 of the Act.

FOR A.K. KASHYAP & CO.,
CHARTERED ACCOUNTANTS
FIRM REG[STRAIOY?@C

3r,
Rajpur Roag 1

Dehradup
248004

(ASH
FCA PARTNER
.No. 014416

DATED: 24.10.2013
PLACE: DEHRADUN
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Annexure referred to in paragraph 1 of our Auditors Report of UJVN Limited
for the year ended 31° March, 2013.

1. Inrespect to Fixed Assets:-

a) As explained to us the Company has maintained records to show full particulars
including quantitative details and situation of Fixed assets. Assets transferred
fram UPJVNL are shown at a value as determined by the management. The
value of such assets is neither in agreement with the fixed assets register of
UPJVNL nor is the value taken certified by any approved valuer.

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 2013-13, which in our opinion is not reasonable having regard to size of the
cempany and nature of its assets,

c) In our opinion, the cempany has not disposed off a substantial part of fixcd
Assets during the financial year. However, SOBLA-] HEP has been flood-washcd
in 200-01 but same is included in the fixed asset of the company. Suitable
adjustment in the books of accounts has not been made. However no
depreciation is being charged on such assets.

2. In respect of inventories:-

a) As mentioned in the paragraph 2(e) of our main Audit Report, the inventory of
the Company has been physically verified by the management on 31.03.13. In
our opinicn and seeing the hature of the company’s business, the frequency of
verification is reasonable.

b) We have been informed that physical verification of stock has been conducted
by the management during the financial year 2012-13, but in absence of proper
inventory records we are not in a position to comment whether procedures of
physical verification of inventory followed by the management are reasonable
and adeguate in relation to the size of the company and the nature of its
business. Kindly refer paragraph 2(f) of our main Audit report,

c) Records of inventories maintained at the units are incomplete. In zhsence of
complete records we are not in a position to comment whether the company is
maintaining proper records of inventory and whether any material discrepancies
were noticed on physical verification and if so whether those material
discrepancies have been properly dealt with the in the books of account, Kindly
refer paragraph 2(f} of our main Audit report, :
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3. The Company has not taken granted any loan, secured or unsecured from/ to
companies; firms or other partigs listed in the register maintained under
Section 301 of the Companies Act, 1356. The Company had neither granted nor
taken any loans, secured or unsecured, to/from companies, firms, or other
parties listed in the register maintained under section 301 of the Cempanies
Act, 1956, and therefare paragraph 4 {iii}) of the said order is not applicable.

4, [n our cpiniocn and accerding to the information and explanations given to us,
there are adequate internal control procedures commensurate with the size of
the Company and the nature of its business for purchase of inventory and fixed
assets and for sales. Further, on the basis of our examination we have not
observed any continuing failure to correct major weakness in internal control

systenm.

5. 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 maintaincd
under section 301 of the companies Act, 1956.

6. According to information & explanation given to us, the Company has not
accepted deposits fram the public within the meaning of Section 58A and 58AA
of the Companies Act, 1956 and rules framed there under. Therefore the
provisions of clause (vi) of paragraph 4 of the order are not applicable to the

company,

7. On the basis of our observation, we_are of the. opinion. that Internal Audit
system of the company is generally adequate and commensurate with the size

and nature of the business of the company.

& We have broadly reviewed the books of account maintained by the campany
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 prescribed under Section 209() (d) of the Companies Act 1956 and we
are of the epinion that prima facie the prescribed accounts and records have
been made and maintained. We have not, however made a detailed examination
of records with a view to determine whether they are true or not,

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, Safes-tax, Custom Duty, Excise Duty, Cess and any
other Statutery dues applicable to it with the appropriate autharities except
wealth tax Le. the company has neither filed return under Wealth Tax Act 1957
nor made provision for the liability under the Act.
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(b) According to the information and explanation given to us there are no
undisputed Amount payable including Provident Fund, lnvestor Education and
Protection Fund, Employees State Insurance, Incame-tax, Sales-tax, Custom
Duly, Excise Duty, Cess and other Statutory dues as at 31.03.2013, for a
period of more than six months from the date they become payable except

wealth tax.

(c) 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;

Name of the| MNature of dues |Amount of demand net off Period to Forum where dispute i5
Statue - deposits (Rs inLacs) " which it pending
: _ relates
Income Tax Demand for |Notice of demand of tax A.Y.2002-03 [Appeal is pending bcfore
Act, 1961 [the A.Y. 2002-03 u/s 156 of Rs 0.84 crore Appellate Tribunal,” New
Delhi,
fncome Tax Demand for Notice of demand of tax A.Y.2002-03 Matter now decided fuliy:
Act, 1961  [the AY 2002-03 u/s 156 of Rs. 1.04 crore - in favour of Company by,
CIT(A), Dehraduni
o . pending for rectificat\'on.j
Income Tax Demand for the Income tax demand of Rs A.Y. 2003-84~The .said .demand has
Act, 1661 ALY 2003-04 27.95 crore already keen paid
: however the compan
has contested the same
“fand Appeal is pending
pefore Appellate
Tribunal, New Dalhi.
income Tax [Demand for the Notice of demand of tax A.Y.2004-05 jAppeal is pending heford
Act, 1261 ALY, 2004-05 ufs 221{1) of Rs. 0.64 Appellate Tribunal, New,
‘ crore Delhi.
Income Tex [Demand for the Notice of demand of tax A.Y.2005-06 [Matter decided partly In
Act, 1961 ALY, 2005-06 u/s 156 of Rs. 0.77 crore favour of Company by
' CIT(A)-I, Dehradun.
Appeal is pending beforg
Appellate Tribunal, New
‘ _ Dethi.
Income Tax [Pemand for the Notice of demand of tax A.Y.2007-08 JAppeal is pending beforg
Act, 1961 ALY 2007-08 u/s 156 of Rs. 19.64 crore, Appeliate Tribunal, New
Celhi,
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10. The company has neither accumulated [psses as at March 31, 2013 nor has it
incurred any cash loss in the financial year ended on that date or In the immediately

preceding previous year.

11, In our opinion and accerding to the information and explanation given tc us, the
Company has not defaulted in repayments 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 agalnst Rs. 437.80 crore) transferred by the UPJVNL and Interest of Rs.
1,001,101,123/-. As explained to us the loan amount is under transfer scherme and in
ahsence of finalization of transfer scheme the amount is nat repayable. Kindly refer Para

2(c) of our main audit report.

12, According to the information and explanations given to us and based on the
decuments 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

securities.

13. The Company is not a-chit fund or a niche/mutual benefit fund/society. Therefore
the provisions of clause 4 (xili) of the companies {Auditor's Report) order 2003 are not .

applicable to-the company.

14. As per information & explanations given to us & on the basis of examination of
records, the C‘ompany 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,

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

16.  As per written representation received from the Management, in our opinian the
term loans availed by the company during the year were prima facie, applied for the
purposes for which they were obtained.

17. As per written representation received from the Management, we report that 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.
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18.The Company has not made any preferential allotment of shares to parties &
Companies covered in register maintained undear section 301 of the Act.

19. The Company has not Issued any debenture during the year.
20. The Company has not raised any money by way of public issue during the year,

21.1n our opinion and accerding to the information and explanation given to us by
the Management, we report that no fraud on or by the cempany has been noticed

or reported during the year.

FOR A K, KASHYAP & CO.,
CHARTERED ACCOUNT,
FIRM REGISTRAIONZVQ 4 000201C

. _FCA PARTNER
i MhND 014416 |

ey, e

DATED: 24.10.2013
PLACE; DEHRADUN
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Annexure -1

COMMENTS OF STATUTORY AUDITORS AND MANAGEMENT REPLIES THERETO FOR
FINANACIAL YEAR 2012-13

Audit | Statutory Auditors Observation Management Reply
Report
Para
No
2{a) As referred to Point No. 1 of Note No. 27 annexed to

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 Asseis & Liabilities could
not be verified by us in absence of any agreement
between UPJVNL & UJIVNL on Final Transfer 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
transferred by UPJVNL in their audited accounts for
the vyear ending 31.03.2002. Substantial difference
were observed in the opening Balances taken in the
hooks of accounts as compared with audited balance
sheet of UPJVNL as on 31.03.2002. In the absence of
such details, and in light of above facts we are unable
to express our opinion on the correctness of the

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 Para No.1 of Explanatory Statement to
accounts (Note No-27) and that forming integral part of the Balance
Sheet for the Financial Year 2012-13.




accounting of the transactions relating to such
balances and also to verify and ascertain the true
nature and proper disclosure of the balances
appearing in the final accounts of the Company. We
are also unable to ascertain the reliability and nature
of assets and liabilities so taken over by the company.

2(b)

Records/ Title deeds in respect of Land & Buildings
included in Note-11 annexed to the Balance Sheet have
not been produced before us for our verification. The
ownership rights and the charges or obligations, if any,
against the fixed assets have not been provided for our
verification. We are unable to comment upon the
impact, if any, on the final accounts of the Company.

Most of the Land had been given on lease by Forest Department of
Uttarakhand to Irrigation department of Uttarakhand 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 from UPJIVNL for which
settlement is under process.

The management has not provided the 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 correctness of the
liability and obligation of the company. The balance
sheet & profit & loss account & Cash Flow Statement
is subject to above adjustment. {Also refer point no.
11 of annexure to this report}.

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. UPJVNL proposed to
transfer the said loan to UJVNL which was contested by UJVNL as
loan was hot project specific. However, 10 complete the accounts
such liability of UIVNL was provisionally taken 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 Note No.-5 of the Balance Sheet.

2(d)

The balances of debtors have not been reconciled
and confirmed. Hence, we are unable to comment
upon the correctness of figures.

Sundry Debtors of the Company as on 31-03-2013 are mainly
recoverable from UPCL a Govt. of Uttarkhand (GoU) owned
Company except the balances provisionally acquired from UPJVN Ltd
to the tune of Rs.55.57 Crores. Since the amount is due from a Govt.
Company they are pot considered to be bad and doubtful. Also all
efforts are being made by UJVN Ltd. as well as by GoU for recovery
of the amount.

The details of the provisional opening balance adopted as on 8-11-

2




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 details are made available by UPJVNL or on
finalization of transfer scheme necessary adjustments emanating
there from would be made in subsequent years.

As certified by the management the physical
verification of inventory of stocks has been done on
31.03.13. Valuation of stocks has been done at cost as
certified by the management instead of cost or Net
realizable value which ever is lower in term of AS-2
issued by ICAL

There were established procedures in erstwhile UPSEB/UPJVNL for
maintaining stocks at sub division/division level and the same
procedures are being following in the Nigam during the FY 2012-13.

Available reports of physical verification report of inventory of
various divisions were available at site and 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.

A




ANNEXURE REFERRED TO IN PARAGRAP

H 1 OF OUR AUDITORS REPORT OF UJVN

LIMITED FOR THE YEAR ENDED 31" MARCH, 2013.

Audit
Report
Para

Statutory Auditors Observation

Management Reply ]

In respect to Fixed Assels:-

As explained to us the Company has maintained
records to show full particulars including guantitative
details and situation of Fixed assets. Assels
transferred from UPJVNL are shown at a value as
determined by the management. The value of such
assets is neither in agreement with the fixed assets
register of UPJVNL nor is the value taken certified by
any approved valuer.

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.

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
2012-13, which in our opinion is not reasonable having
regard to size of the company and nature of its assets.

Noted for compliance in subsequent years.

In our opinion, the company has not disposed off a
substantial part of fixed Assets during the financial
year. However, SOBLA-I HEP has been flood-washed
in 2000-01 but same is included in the fixed asset of
the company. Suitable adjustment in the books of

Sobla-1 project was partly damaged before the creation of UIVNL
and not in operation since prior 1o 9-11-2001.The Loss due to such
damage would have been reflected in the Books of erstwhile
UPJIVNL. The balance amount of Rs. 7,62,74,653/- is the opening
balarice as on 9-11-2001 and continues to be carried forward. mm:om\f
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accounts has not been made. However no
depreciation is being charged on such assets.

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.

In respect of inventories:-

a)

As mentioned in the paragraph 2(e) of our main
Audit Report, the inventory of the Company has been
physically verified by the management on 31.03.13. In
our opinion and seeing the nature of the company’s
business, the frequency of verification is reasonable.

There were established procedures in erstwhile UPSEB/UPIVNL for
maintaining stocks at sub division/division level and the same are
being followed by the Nigam during the FY 2012-13.

Available reports of physical verification report of inventory of
various divisions were available at site and 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.

We have been informed that physical verification of
stock has been conducted by the management during
the financial year 2012-13, but in absence of proper
inventory records we are not in a position o
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 the nature of its business. Kindly
refer paragraph 2{f) of our main Audit report.

Available reports of physical verification report of inventory of
various divisions were available at site and produced for
verification at the time of audit. Steps have been initiated 1o
identity obsolete/ damaged stocks and valuation of the same as per
applicable accounting standards.

c)

Records of inventories maintained at the units are
incomplete. In absence of complete records we are
not in a position to comment whether the company is
maintaining proper records of inventory and whether
any material discrepancies were noticed on physical
verification and if so whether those material
discrepancies have been properly deait with the in the
books of account. Kindly refer paragraph 2(f) of our
main Audit report.

Available reports of physical verification report of inventory of
various divisions were available at site and 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.




in our opinion and according to the information and | Ap
explanation given to us the Company is regular in
depositing undisputed statutory dues including
Provident Fund, Investor £ducation 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 appropriate
authorities except wealth tax i.e. the company has
neither filed return under Wealth Tax Act 1957 nor

made provision for the liability under the Act.

plicability of Wealth Tax is being examined.

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 31.03.2013, for a period of
more than six months from the date they become
payable except wealth tax.

Applicability of Wealth Tax is being examined.




