
lndependenl Audllor's Reporl
To,

The Members of Megholoyo Power Distribution Corporotion Limited

l. Report on lhe Slondolone lnd AS Finonclol Slotemenls

We hove oudited the occomponying stondolone lnd AS Finonciol
Stqtemenis of Megholoyo Power Dislribution Corporotion Limited ('the
Compony'), which comprise the Bolonce Sheel os ot Morch 31, 2018, the
Stotement of Profit ond Loss (including other Comprehensive lncome) ,the
stotemenl of Cosh Flow ond the Stotement of Chonges in Equity for the
yeor then ended. ond o summory of Significoni Accounting Policies ond
other explonolory informotion.(hereinofter referred to os Stondolone lnd AS
Finonciol Stotements)

2. Monogemenl's Responslbility for the Finonciol Slolemenls
The Compony's Boord of Directors is responsible for the motters stoted in
Section 134(5) of the Componies Act,20l3 ("the Act") with respect to the
preporotion ond presentotion of these slondolone lnd AS finqnciol
stolements thot give o lrue ond foir view of the finonciol position, finonciol
performonce (including oiher comprehensive income), cosh flows ond
chonges in equity of lhe Compony in occordonce with the occounting
principles generolly occepted in lndio, including lhe lndion Accounting
Stondords (lnd AS) specified under Section 133 of the Act, reod wilh
relevqnt rules issued there under ond occounting system loid down under
the provisions of the Electricity Act,2003 ond relevoni Centrol Eleckicity
Regulotory Commission(CERC) regulotion in respect of Depreciotion ond
other recognized occounting proctices ond policies.
This responsibility olso includes the mointenonce of odequote occounting
records in occordonce with the provisions of the Act for sofeguording the
ossets of the Compony for preventing ond detecting frouds ond other
inegulorities; selection ond opplicotion of oppropriote occounting policies;
moking judgments ond estimotes thol ore reosonoble ond prudent; ond
design, implementotion ond moinienonce of odequote internol finonciol
controls, ihot were operoling effectively for ensuring the occurocy ond
completeness of the occounting records, relevont 1o the preporotion ond
presentotion of the stondolone lnd AS finonciol slotements thot give o true
ond foir view ond ore free from moleriol misstotement, whether due lo
froud or error.

3. Audltor's Responsibllity

Our responsibility is to express on opinion on these stondolone lnd AS
finonciol stotements bosed on our oudit. While conducting lhe oudit we
hove token into occount the provisions of the Act, the Eleckicity Act,2003
CERC Regulolions ond the occounting ond ouditing stondords ond
motters which ore required to be included in lhe oudil report under the
provisions of the Acl ond the Rules mode thereunder. ?
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We conducted our oudit in occordonce wilh the Stondords on Auditing
specified under section 143(10) of the Componies Aci, 2013. Those
Slondords require thot we comply with ethicol requirements ond plon ond
perform the oudit to obtoin reosonoble ossuronce obout whether the
slondolone lnd AS finonciol stotements ore free from moteriol
misstotement.
An oudit involves performing procedures to obtoin oudit evidence obout
lhe omounts ond the disclosures in the stondolone lnd AS finonciol
stotements. The procedures selecled depend on lhe Audilor's judgment,
including lhe ossessmenl of the risks of moteriol misstotement of the
stondolone lnd AS finonciol stotemenls, whether due to froud or enor. ln
moking those risk ossessments, the ouditor considers internol finonciol
control relevont to the Compony's preporotion of the slondolone lnd AS
finonciol slotements thot give o true ond foir view in order to design oudit
procedures thot ore oppropriote in the circumstonces, but not for lhe
purpose of expressing on opinion on whether the Compony hos in ploce
on odequote internol finonciol confrols system over finonciol reporting
ond the operoting effectiveness of such controls. An oudil olso includes
evoluoting the opproprioteness of the occounting policies used ond the
reosonobleness of the occounting estimotes mode by Compony Directors,
os well os evoluoting the overoll presentotion of the stondolone lnd AS
finonciol slotemenls.
We believe thot the oudit evidence we hove obtoined is sufficient ond
oppropriote to provide o bosis for our oudit opinion on the stondolone lnd
AS finonciol stotements.

4. Bosis for Quolified Oplnion

,. NON CURRENI ASSEIS: NOIE I:PROPERII PLANT & EQU,PMEM a
CAPIIAI. WORK IN PROGRESS:

The point no lll(g) of Note 28 :- Significont Accounting Policies on
Property Plont & Equipment(PPE) does not cleorly stote the
method of depreciotion used ond the useful lives or depreciolion
rotes used for eoch closs of Property plonl ond equipment. This is

not in line with the disclosure requirement mentioned in lnd AS l5
on Property plonl ond equipment

Note 28 Significont occounting policies point lll(g) on Property
Plont ond equipment stotes thol lhe rotes of depreciotion or
omortizotion ond estimoted lives thereon os prescribed by CERC
for the purpose of toriff ore being followed by the Compony.
However, we observed thot CERC hos prescribed depreciotion
role in cose of "lT Equipment includes softwore" os l5% but the
Compony is chorging depreciotion @ 5.33% which is inconect.
The finonciol impoct of the less chorging of depreciotion could
noi be reodily colculoted for lock of comp lete detoils however,
there is overstotement of PPE ond unders loss due to

o
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less chorging of depreciotion.
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c. Lond Rs. 12755088.84: Title deeds of freehold lond ond leose
ogreements were not mode ovoiloble to us for our verificotion,
further it wos stoted thot oll the immovoble properties utilized by
the compony ore not in the nome of Compony but ore in the
nome of the holding compony Megholoyo Energy Corporotion
Limited. Also stoted in point Xll of Note 30 Ad itionol lnformotion
thot the volue wise detoils of Assets on Leose connot be
provided.

d. We refer lo porogroph l(ii), of Annexure A to our Report
(Annexure to lndependent Auditor's Report) regording
inodequote physicol verificotion of fixed ossets, os o result of
which odjustmeni(s) thot might hove been necessory (which moy
be moteriol) could not be conied out by the Compony ot this
stoge.

e. The Compony hos not identified ony ossei thot might hove to be
impoired of the bolonce sheet dote, ond os such, no odjustmenls
hove been mode os required by lnd A5-36 on 'lmpoirment of
Assets' specified under Section 133 of the Act ond there is no
disclosure of this foct in the finonciol stotements.

f. As per lnd AS 16'Properiy, Plonl ond Equipment'residuol volue
ond useful life of eoch osset sholl be reviewed of eoch finonciol
yeor. However, from lhe records verified it seems thot residuol
volue ond useful life of ossets clossified under PPE hod not been
ossessed by the Compony in FY 2017-18.

g. As per lndAS-15 on 'Property, Plont ond Equipment' ltems of fixed
ossets thot hove been retired from octive use ond ore held for
disposol should be stoted of the lower of their net book volue ond
net reolisoble volue ond should be shown seporotely in the
finonciql stotements. Any expected loss is required to be
recognised immedioiely in the profit ond loss slotement.
However, Compony hos noi complied with the obove
requirements.

h. Regording the Copitol work in progress (CWIP) Rs.

6,54,28,04,770.53, detoiled porticulors hove not been mode
ovoiloble for verificoiion such os stotus of the work, reosons for
deloy in copitolizotion etc. hence we ore not in o position to
comment on the correctness of CWIP figure. Further, CWIP figure
moy include certoin WIP which hove in foct been completed but
still ore shown under CWIP heod due to non+eceipt of
completion certificotes. Further, copitol work- in- progress includes
projects which ore lying under copitol work- in- prog ress for mon
yeors. The reosons for long pending projects ond the reoson
no progress in some projects were not exploined to us.
excess provision to respective fixed ossels, if ony, could n
quontified in lhe obsence of odequole informotion / re '.!9lj
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reloting to copitol work in progress. No provision for
loss/deteriorotion in osseis hos been mode during the yeor for
these projects.

i. IND AS 23 on Bonowing Costs requires thot on entity sholl
copitolise the bonowing costs thot ore directly ottributoble io the
ocquisition, construction or production of o quolifying osset os
port of lhe cost of the osset. An entity sholl recognise other
borrowing costs os on expense in lhe period in which it incurs
them. As observed during the course of oudit, RAPDRP ossels ore
lying in CWIP whereos the interesi poid/ poyoble on RAPDRP loon
omounting to Rs. 5,37,08,079.00 hos been chorged to Profit ond
Loss A/c. Thus, lhe occounting treotment regording the some is

inconsistent with the principles of IND AS 23.

j. lt is observed thot Depreciotion on properly ploni ond equipment
converted from CWIP to ossets during the yeor reloted lo Eost
Khosi Hills chorged less by Rs. 

,l0,21,80,366.06 
thereby oversioting

the volue of PPE by the obove omount ond understoting the loss
figure by the some omounl.

2. CURRENT ASSEIS: NOIE 4: INVENTORIES Rs. 31-94.10.4L3.33

o. lND AS 2 on lnvenlories prescribes thot the inventories sholl be
meosured of lhe lower of cosl ond net reolisoble volue, ond the
voluotion method sholl be disclosed. However, no such method is

being followed for the preporoiion of the finonciol stotements
ond the method of voluotion of inventory opplied is olso not
being disclosed in the finonciols of the Compony. Thus, the obove
non-disclosure of occouniing policies proves to be inconsistent
with the requirements of the mentioned IND AS.

b. We ore unoble io express our opinion on the oulhenticity ond
voluolion of sioted inventory omounling to Rs. 31.94 Crores. in
obsence of deloils wilh respect to:
i. oge wise bifurcotion of closing inventory,
ii. proper reconciliotion of physicol inventory with Generol

Ledger,
iii. ilem wise idenlificotion of possibility of usobilily of the stocked

inventory,
iv. the omount of obsolete inventories due to technicol chonges

or due to rusting or domoges.

c. Under mentioned stock items ore showing Closing Credit Bolonce
in the Consolidoted Ledgers , which opporently shows the wrong
voluotion ond / or wrong occounting enlries of the stgkid-'
inventories: :7 )\
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Porllculors
Closing Credit
Bolonce (Rs.)

22.602 lCement-Moteriols Stock Account
(Copitol)) 690.00
22.511 (Gl Sheets-Moteriols Stock Account
(Copitol)) 60071.00
22.612 lcl Pipes-Moteriols Stock Account
(Copitol)) 1986818.88
22.631 lcl Sheets-Moteriols Slock Accounls (O &
M)) 3980r.06
Totol Credit Bolonce 2087380.94

d. Stock deloils provided by the Heod Office show volue of stores,
with the Revenue Division, Shillong omounting to Rs. 2.47 crores
whereos the volue of stores os per Physicol Verificolion report
submilted by the division is Rs. 30.96 lokhs. Therefore, there is on
obnormolly lorge difference in stores volue of Rs. 2.16 crores.
Similorly there moy exist differences in other divisions olso.

e. lt is sioted by Monogement thol "lhe physicol verificotion of
inventories hos been conducled in vorious Divisionol & sub-
divisionol units os on 3lst Morch,20l8. However the doto furnished
by the Divisions is not complete ond odequote to delermine the
moleriol discreponcies if ony." Thus the ideniificotion of non-
moving, slow moving, obsolete ond domoged items of inventory
ore pending in most of lhe Divisionol & sub-divisionol units of the
Compony. Also where the identificotion hos been done the some
hos not been segregoted from good inventory. Further, no
provision hos been mode in books towords non-moving, slow
moving, obsolete ond domoged items of inventory.

3. CURRENI ASSETS: NOTE 5 (o): IRADE RECEIVABLES: s.6129729O51.22

o. Closing bolonce of trode receivobles os on 3l .03.2018 ogoinst
Unsecured considered good is Rs.612.79 crores os compored to
Rs.554.33 crores os on 31.03.2017. Thus there is increose of Rs.58.46

crores whereos oddilionol provision ogoinsi Doubtful debts is

mode for Rs.9l,10 lokhs only.

b. Trode receivobles Rs.612.79 crores os ot 31.3.2018 is 74.81% of the
totol soles of Rs.8,l9.08 crores for the finonciol yeor 2017-'18, which

Hlr
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c. Note 5(o).2 Receivobles lowords Deloyed Poymeni Surchorge
(DPS): ln the colculotion provided Rs. 1484082709.84 is DPS
oulstonding os on 31.03.20,l8 ond the whole omount is doubtful of
recovery ond il wos proposed to write ott @ 20% every yeor but
no such provision hos been mode for the yeor 2017-18 ond
therefore it con be construed thot the trode receivobles of
Rs.5129729051 .22 ore entirely not good.

d. ln obsence of detoil with respecl io oge wise bifurcotion of
debtors ond reconciliotion of Deblors Ledgers with Concerned
Divisions ond Circle Debtors Ledgers ond in obsence of
confirmotion of Debtors bolonce ot leost with insiitutionol buyers,
we ore unoble to express our opinion on lhe outhenticity of
Closing Debtors omounting lo Rs.612.79 crores.

e. lt wos pointed by the C&AG oudit of the occounts of the yeor
ended 3lst Morch, 2017 lhol "The trode debtors include Rs.32.77
crore ogoinst 4551 consumers of the Compony whose power
supply wos disconnected during the period from Februory 2002lo
Morch 2015. The Compony creoted o provision of bod ond
doubtful debt only for three percent of the totol Trode
receivobles omounting to Rs. I I .Slcrores. Since 4561 consumers
were untroceoble ond their electricity connection hod been cut
for lost more thon 2 yeors. the outsionding ogoinst them of Rs.

32.77 crores wos doubtful of recovery. Therefore full provision
should hove been mode ogoinst outslonding of these 4551
consumers. The non-provision of the some hos resulted in over-
stotement of Trode Receivobles by Rs.31.79 crores with
conesponding understotement of loss to on equol extent." The
monogement reply ogoinst this wos thoi the mqtter hos been
token up for further reconciliotion bul no disclosure hos been
mode in the stoiements of FY 2017-18. Further, os per the lnd AS
109 the obove kode receivobles were not seporotely reported os
"Trode Receivobles which hove significonl increose in credit risk"

4. CURRENT ASSEIS: NOTE 5 (b): CASH & CASH EQUIVAIENTS:
Rs.144532747.54

o. As per the Division ll - lnd AS Schedule lll to the Componies Act
2013

(i) Cosh ond cosh equivolents sholl be clossified os:
(o) Bolonces with bonks (of the noture of cosh ond cqsh

equivolents);
(b) Cheques, drofts on hond;
(c) Cosh on hond;
(d) Others (specify noture).
(ii) Bonk bolonces oiher thon cosh ond cosh equivolents os ob

sholl be disclosed below cosh ond cosh equivolents on lhe
of the Bolonce Sheet

a

e
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b. Cosh on hond Rs.34871496.88: This bolonce is not pure cosh but
consists of cheques in hond olso, ond thus not o conect depiction
of cosh on hond. The exoct omount of cheques included in the
cosh bolonce is not mode ovoiloble. Further, the Cosh on Hond
Bolonce seems lo be foctuolly inconect os the soid Cosh in Hond
Bolonce is ofter set off of under mentioned credit bolonce of
Cosh in Hond omounting to Rs 28.52 Lokhs, os per under
mentioned detoils:

Porticulors Closing Bolonce os
per Consolidoted
triol Bolonce (Rs.)

24.163(Al (Revenue Cosh & Cheque Coll-
Chenopuniee Rev S/D)

I r 3440.00

24.,l61 (N) (Revenue Cos & Cheque Coll-
Bojengdobo S/D)

17.00

24.161(Pl (Revenue Cosh & Cheque Coll-
Turo Rev S/D)

210648.92

24.,ll0(C) (Cosh for Chest) 3599.03

24.161 (Il (Revenue Cosh & Cheque Coll-
Ampoti Rev S/D)

128732.40

24.161(Al (Revenue Coh & Cheque Coll-
Rev Div l&ll)

r 88959r .53

24.161|C! (Revenue Cosh & Cheque
Coll-Nonqpoh Rev S/D)

506344.46

It is observed thot the closing bolonces of cosh & bqnk os per
Distribution revenue division books do not motch with the
respeclive figures mointoined in the Heod office compilotion
section. Pending reconciliotion the effect of lhese differences on
the bolonces oppeoring in the books connot be oscertoined.

c. Bolonce with bonks Rs.550180411.74
Most of the bonk occounis oppeoring in the books ore in the
nome of the holding compony Megholoyo Energy Corporotion
Limited. ll wos exploined thot the request for chonging lhe nome
of the occouni holder in lhe bonks is under process. Since the
compony hos o seporote legol entity ond therefore the ossets
ond liobilities recorded in ils books must be in its own nome.
Under mentioned Bonk Bolonces showing Credit Bolonces ore
subject to confirmotion ond reconciliotion of the soid bolonces:-

r!

1o$lt

Closing Bolonc

Bolo nce Rs

Consolidot
Heod of Accounts

24.30,l (O) (Collecting Bonk-Mohondrogonj
Rev S/D
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24.301 Collectin Bonk-Am oti Rev S/DT
820073.92

24.301 B) (Collecting Bonk-Umiom Rev S/D)
1527947.6

24.301(El (Collecting Bonk Jowoi Rev S/D)
24.301 (F) (Collecting Bonk-Mowsynrom Rev
s/D)

32401461 .83

412089.89

24.301(G) (Collecting Bonk-Pynurslo Rev S/D)
305043.8

24.301 (H) (Collecting Bonk-Nongstoin Rev
s/D)

522030.1

24.301(l) [Collectins Bonk-Moirons Rev S/D)
I 12855.0

24.301 (J) (Collecting Bonk-Mowkyrwot Rev
s/D)

1256257.38

24.301(Pl (Collection Bonk - Turo - SBI)
2183129.63

24.301(Q) (Collecting Bonk-Phulwori Rev S/D)
147484.0

24.301 (S) (Collecting Bonk-Williomnogor Rev
s/D)

12148.0

24.302( Al IColleciing Bo nk-Kh liehriot Rev S/D)
r 838905.8

24.303(A) (Colleciing Bonk-Cherropunlee Rev
s/D)

137721.0

24.305(A) (Collecting Bonk-Rev Div l&ll(A)) 64407.54

24.306(B) (Collecting Bonk-Mowryngkneng
Rev S/D(B))

758310.77

24.7r 5 (S.G.H) (RGGVY SOUTH GARO HrLLS

Alcl
53r 6.50

24.715 lW.G.H.) (RGGVY WEST GARO H|LLS

A/C)
9974.75

24.7r5 (W.K.H.) (RGGVY WEST KHAS| H|LLS

AlCl
2s29.s0

24.715lE.G.H.) (RGGVY EAST GARO H|LLS

A/Cl
5r 34.00

24.734 (MePDCL IPDS A/c) r r 5.00

d. Cosh imprest with stoff Rs.9289408.92: Detoiled list of employee
wise imprest wos requested however not provided ond o list of
imprest occount of divisions wos provided which showed on
omount of Rs.4204015.27 ogoinst the heoding "Opening bolonce
of 2014-15". Further, lhree divisions nomely Byrnihooi, Jowoi ond
R.E Construction division, Shillong ore showing negotive bolonces
Thus the monogement could nol justify the correctness of
omouni ond lhe reoson for treoting such old bolonce os cos

H'I
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e. Other Bonk Bolonces (Term deposits): Rs.840191430/- We
observed thot the lerm deposits qre in the nome of the holding
compony Megholoyo Energy Corporotion Limited but ore shown
in the books of the compony, ond this is totolly inconect
occounting os legolly the deposits ore not in the nome of the
compony. Further clossifying these under Cosh ond bonk
bolonces is olso not conect.
Further the Compony occepts thot ihe figures reported moy not
be correct os il stotes in Note 5 (b).1 " During the Finonciol yeor
2017-18, in certoin instonces, booking of redemption of
'lnvestmenis in Term Deposits' of the compony hod been
enoneously possed in the books of other reloled porties wiihin the
MeECL Group (i.e., the Holding Compony ond/or its other
subsidiories). Similorly, in certoin instonces, redemptions
pertoining to the compony hod olso been enoneously possed in
the books of olher reloted porlies within the MeECL Group (i.e..
the Holding Compony ond/or its other subsidiories). Furthermore,
during the Finonciol Yeor 2017-18, inodvertent errors hod olso
surfoced in booking of interests on such investments, iniliol
booking of investments, etc. Consequent to the soid
discreponcies, reconciliotion of 'lnvestments in Term Deposits' for
the Finonciol Yeor 2017-18 hove been undertoken, lo rectify the
oforementioned enors."

5. NOTE 7: Olher Cunenl Assels: Rs.13042244834.76

o. Copitol Advonce Rs.22,10,25,264.89: As per lnd AS Schedule lll.
copitol odvonces should be included under olher non- cunent
ossets Thus, there is overstotement of current ossets by Rs.

22,10,25,264.89 ond underslotemenl of Non-Cunent Assets by the
some omount. Further, detoiled list of porties to whom the obove
omount hod been odvonced wos not provided therefore we
connot comment on the conectness or otherwise of the omount.

b. Operoiionol ond mointenonce odvonce Rs.43743'l 13.06: The
Monogement could not exploin the reoson oboul opening credit
bolonce omounling to Rs. 29420.29 under the heod expenses
recoveroble from suppliers ond why it hos been shown under the
heod Operotionol ond mqintenonce odvonce.

c. Stoff reloted odvonces omounting lo Rs. 21272786.621- includes
credit bqlonces ogoinst House Building odvonce ond Scooter
odvonce which shows thot there is some mistoke in these heods.
Further monogement could not exploin why the unodjusted
odvonces/ liobilities conied forword os it is from the preceding
yeor could not be shown ond clossified under Non-Cunenl oss

'-)$,
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Portic u lqrs Opening
Bolonce

(Rs.)

Debit
During

the
Yeor
1ns.J

Credit
During

the Yeor
(Rs./

Closing
Bolonce (Rs.)

Remorks

27.101 (Houses
Building
Advonces)

1t83586.57
Cr

902.00 | 182684.57Cr How Credit
Bolonce
con be
possible
under this
heod.

27.102 lMolor
Cor)

90991.02
Dr

90991.02Dr whv
Opening
odvonce
could not
recovered
during the
Yeor.

27.103 (Scooler/
Motor Cycle)

162459.87
Cr

162459.87Cr How Credit
Bolo nce
con be
possible
under this
heod.

27.201 (TAl 4884606.3r
Dr

974820 I t85359 4674067.31Dr whv
odjustment
could be
mode only
for
Rs.210539/-
ogoinsi the
opening
odvonce
of Rs.

4884605.3 r .

inspite of
hoving its
noture of
temporory
odvonce.

27.202 (Solory) 12115.57
Dr

i--i';l2l 15.57 Dr

(!"d
r.l

whv
Opening
odvonce
could nol

Chort showing discreponcies in stoff reloted odvonces ond
reloted porty receivobles:-
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be
recovered
during the
Yeor.

27.207 (LrCl 173045.00
Dr

t05045.00 68000.00 Dr Whv
odjustment
could not
be mode,
inspite of
hoving its
noture of
temporory
odvonce.

27.820 (Adv
Poyment for Stoff
Welfore,
Misoppropriotion,
Sports ond
Gomes,
lndependence
Doy, Corp Doy
Etc (lf
Sonctioned As
Advonce))

22085.54
Dr

22085.54 Dr whv
odjuslment
could not
be mode,
inspite of
hoving its
nolure of
temporory
odvonce.

d. Reloted Receivobles: Rs. \ 27 56203 67 0.30
Megholoyo Energy Corporotion Limited
(MeECL)-

Amounl (Rs.)

Amount
confirmed by
the Reloted
Porty

Receivobles ogoinsi Remittonces of Cosh
ond Cosh Equivolenis 3302648586.69 3302648586.69

123385724.38
Receivobles ogoinst Remittonces of Fuel,
Moleriols, Personnel ond Others 123385724.38

71817 48647 .51 71817 48647 .51

Receivobles ogoinst Operoiions, Copitol
ond Others
Megholoyo Power Generoiion Corporolion
Limited (MePGCL)-
Receivobles ogoinst Operotions, Copitol
ond Others 350076974.73 350076974.73
Megholoyo Power Tronsmission Corporotion
Limited (MePTCL)-

0.00
0.00Receivobles ogoinst Operolions, Copitol

ond Others
1798343736.88 0.00Others

Thus the omount of Rs.,I798343736.88 under the heoding Others is bei o

corried forword since 2016 ond os per the Bolonce confirmoiions d
by the Compony this omount of
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1798343736.88 hos not been ocknowledged os being poyoble by ony of
the reloted porties. The monogement could not provide us the detoils
obout the reloled porties from whom such huge bolonce of Rs.179.83,
43,736.99 is receivobles. ln obsence of ony volid explonotions ond
confirmotions from ony reloted porty, it cleorly reflects thot there is

overstotement of Other Cunent Assets by Rs. 179.83 Crores os on 3lst
Morch 2018.

6. NOTE 9: OTHER EQUIIY: Rs. (10523769259.84)

o. Reserve oooinst "Consumers' Co bullon Towords Cosl of Cooilol
Assef' Rs.402000376.32
As stoted in Noie 9.4- Reserve ogoinst "Consumers' Contribution
Towords Cost of Copitol Asset" hos been creoted ogoinst copitol
receipts from consumers towords service conneclions.
Further, the cost of providing service connection is copitolized ond
treoted os property plont ond equipment by the Compony ond
depreciotion is chorged thereon. The depreciotion so chorged
should hove been odjusted from this Reserve omount os the
contribution is kept os o liobility ond omortizolion of omount equol
to depreciotion should hove been done. Thus, the reserves ore
oversfofed by the omount of depreciotion chorged ond loss is olso
overstoted by thot omounl.

Assets creoted under this occouni ore booked os under:-

10.622 Service Connections - 33 KV - Rs. I ,04,09,436.87
10.623 Service Connections - 11 KV -Rs.26,29,92,149.87
I 0.624 Service Connections - LT - Rs. 20,10,22,298.71

Rs. 47 44 23 885.45
Deprecioiion chorged for 3l /03/20'l 8

12,30,102.20
11,20,502.98

1.65.68.205.30
r .89. r 8.8r 0.48

b. Equity shore cqpilol pendinE ollolmenl Rs.338186508.03: The
stolutory time limit prescribed by the Componies Act, 2013 for
ollolment ond refund of shore opplicotion money hos not been
complied with.

7. NOTE l0: FINANCIAI LIABILIIIES (BORROWINGS): Rs.4920901340.00

o. Under mentioned book bolonces of Finonciol Liobilities ore
subject to confirmotion ond reconciliotion with concerned
lenders:

Addition
HV

Nome of Lender .;Closing Book Bolonces
Vehicle Loon from Cenkol Bonk of lndio /orZRs. 

,l946904/-

8% Loon from REC ( Restructured) Rs. 325238880/-
9%Loon from PFC (R-APDRP-Por1 A) Rs.1219400000/- iil

Rs. 591 200000/- \rN.9% Loon from PFC (R-APDRP-Port B)
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12.15%Loon from PFC Ltd. Rs.3250000000/-
9.31% Loon from stoie Govt. Rs. 40996100/-

b. Cunent moturities of long term debts Rs.45582589,l/-: ti is observed
thot cunent moturity not considered in cose of Vehicle Loon from
Cenlrol Bonk of lndio ,Loons from PFC (R-APDRP-Port A) ond Loon
from PFC (R-APDRP-PorI B)

c. ln obsence of verificotion of detoils of utilizotion mode of Term
Loon we ore unoble to express our opinion on 'Whether the term
loon hos been ulilised for the some purpose for il hos been
obtoined".

8. NOIE ll: GRANT & SUBSI ES: Rs.2429054186.93:

o. Rs.8673215.00 received from World bonk towords NERPSIP wos
omortised in deviotion from omortisotion procedure os mentioned
in the Significont Accounling Policies X of the Compony.

b. IND AS 20 on Accounting for Government Gronts ond Disclosure
of Government Assistonce: This stondord prescribes thot the
Government gronts reloting to ossets moy be presented os
defened income which is recognised in the profit or loss occount
on o systemotic ond rotionol bosis over ihe useful life of the osset.
Poro X on Gronts ond Subsidies from the Governmenl in the Note
28 -Significont Amounting Policies ottoched to the Finonciol
Stotements, stotes Gronts ond subsidies ore omortized in
proportion of depreciolion on reloted ossets (thereby, omortized
bosed on the expected lives of the reloted ossets), ond
presented within 'Olher lncome'. However, the note further stotes
thot the rote so orrived of is 5.28% os per CERC Guidelines for the
reloted ossets mentioned. ln tondem with the operotions of the
previous yeors, it hos been observed thot creotion of ossets
ogoinsl copitol gronts received during the period generolly toke
more thon o yeor for complelion. Hence, Gronts ond subsidies
ore omortized ol 5.28% of lheir opening bolonces.

Thus the notes to occounts ore controdictory with lhe former port
of the nole on gronis os well os wilh the principles of IND AS 20.

9. NOTE 12: OTHER CURRENT LIABILII]ES:

o. Rs. 483051491.03 ln response to our query for the detoils we were
provided lhe division wise outstonding ogoinsl this heoding in
which one occount heod hod the lorgest omount i.e "Opening
bolonces 2014-15" Rs.248178384.52 ond few divisions sh
debit bolonce ogoinst this heoding. From the detoils it m
concluded thot the monogement does not

H d

e

complete/correct list of porlies from whom it hos receive
omounts booked under lhis heoding.
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b. Other Current Liobilities includes Deposit from Temporory Service
Connection omounting to Rs. 529870/- , Deposits For Service
Connections LT Rs. 13872783/- Miscelloneous Deposit From
Consumers Rs.267627737.98 . The receipts booked under these
heods moy contoin service chorges which might not hove been
tronsfened to income heods thus these items need
reconciliotion ond odjustment.

c. Other Cunent Liobilities include under mentioned bolonces
corried forwords since preceding yeors. The monogement
exploined thol ihe credit bolonces hove orisen mostly due to
trifurcotion of the Megholoyo Energy Corporotion
Limited(MeECL) inlo Generotion, Tronsmission ond Distribution
utilities ond moking MeECL the Holding Compony thereof os on
1.4.2012. The bolonces hove been obtoined from Tronsfer
Notificotion No. Power - 79l2OO9lPt-1 /422 doled 29.04.2015
issued by the governmeni of Megholoyo. However, certoin
bolonces ore subject to reconciliotion:

d. Security Deposils ond Relenlion Moneys Poyoble Rs.

78,53,87,491.13 The porty wise deloils could not be produced
ond exploined by the monogement ond nor the monogement
could exploin lhe reoson of clossificotion of the soid liobilities
under the heod Cunent Liobilities insteod of under the Heod
Non-Cunent Liobilities. ln obsence of complete detoils we ore
unoble to express opinion on correctness of the obove omount.

e. Liobilily for Expenses Rs. I 85952441 .53 includes is the net liobility
ofter netting off under mentioned reflected debit ond credit
bolonces.

Llobilities for Copitol Supplies Closing Credil
Bolonce

42.200 (Suppliers Control Account Copitol) Rs.8940671 1.53
42.500 (Controctor's Control (Copilol) ) Rs. 251 5533.18
Liobilities lor Operolionol ond Moinlenonce Reloled
Supplies
43.100 (Liobility, For Supply Of Moteriols Works-O & M) Rs.337 4253.72

43.200 (Suppliers Conlrol Account- (O & M )) Rs.720768.20
43.500 (Controctor's Control (O&M) ) Rs. I158979.00

Rs. 183781930.63 Cr46.430 (Provision For Liobility For Expenses)

Rs. 3l 7057 I .00 Cr
/tott!

46.932 (Excess Poyment Recoveroble From
Controctors/suppliers)

ns. ad$or49.102 (Other Misc Liobility)
Rs. I 86952a4 l[,ab gr-'iTotol of Net Credit Bolonce
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i. Liobility under the heod 45.430 omounting to Rs. 183781930.63
Cr: The opening bolonce under this heoding wos Rs.
168994747.63 ond there is net oddition of Rs.14787t83/- os new
provisions. Further, os per division wise detoils provided on
omount of Rs.128308874.63 is outstonding ogoinst "Opening
bolonce 2014-15" ond few divisions ore showing debit
bolonces under this heod . Thus this qccount needs immediote
reconciliolion ond odjustment lo decide lo whot extent this
liobility is ocluolly poyoble ond the monogement olso could
not provide the detoils of items booked ogoinst this heoding.

ii. 46.932 (Excess Poyment Recoveroble From
Controctors/suppliers) Rs. 317057'l .00 Cr: The monogement
could not provide us due justificotion obout the credit
bolonces i.e. poyoble under the heod of recoveroble. Further
the monogement olso could not provide us porty wise detoils
of such stoted liobilities.

10. NOIE l3 (b): FINANCIAL tlABlLITIES fiRADE PAYABIES):

o. Trode Poyoble ogoinst purchose of Power from Outside Porlies
omounting to Rs. 7905911893/- ond Poyobles ogoinst Wheeling
Chorges Rs. 355821352/- ore subject to confirmotion ond
reconciliotion with the power suppliers.

b. Further os evident from the note no l3(b) 1 There is difference of
Rs. 83733942/- in Bolonces of 'Poyobles ogoinst Purchose of
Power from Outside Porties' os per Finonciol stotements ond os
per Stotement of Superintendent Engineer (EM), MePDCL. Similorly
there is o difference of Rs.9757903/- in the bolonces of 'Poyobles
ogoinst Wheeling Chorges' os per finonciol stotements ond os per
Stotement of Superintendent Engineer (EM).

c. Hence in view of non-ovoilobility of porty wise confirmotion from
power suppliers ond the internol differences of Finonciol Figures
reloted lo Power Purchoses & Opening Bolonce ond Closing
Bolonces of concerned suppliers, we ore unoble to express our
opinion on the oulhenticity of bolonces oppeoring under this
heod.

1 I . NOIE l3 (c): oIHERflNANelALllABlllIlEl

o. lnterest occrued on bonowings - Poyoble to others Rs.

345534881/- includes under mentioned interest poyoble to the
lenders omounting lo Rs 2992706341- bul ogoinst these porties
there is no principol loon poyoble. Thus it cleorly reflects thot
these ore result of wrong occounting entries in post yeors ond
being corry forworded ond these liobilities moy not be oct
poyoble. And hence there is consequentiol over stotem
Finonciol Liobllities by Rs 299270634/ (-

'gi
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Ledger Heod os per Consolid oled Triol Bolonce
Closing Credit

Bolonce Cr. (Rs.)
51.202 lnterest Accrued ond Due Loon From LIC 298003443.0
51.2r 5 lnterest Accrued ond Due on IOB Loon 1267191.0
Totol Rs 299270634.0

b. lnterest poyoble to the government: Rs.82125716.92 The some
omounl is conied forword from FY 2016-2017 ond there is no
chonge in this omount during FY 2017-18.|t wos exploined by the
monogement thot the interest poyoble to the Governmenl is the
interest income orising out of the investment mode from RGGVy
funds ond during the yeor 201/-18 no further liobility recognized
os poyoble lo Government. On o similor principle the
monogement should hove recognized liobility of interest on lhe
omounts received ogoinst the DDUGJY. Due to lock of complete
informotion on the omounts outstonding invested we connot
quontify the omounl less booked os liobility during the yeor.

12. NOIE 16: OIH ER CURRENI LIABILIIIES: Rs. rs831906500

o. Sioff reloted liobilities of Rs.28, 99,67,232.03/- is ihe net liobility
ofter netting off under menlioned bolonces debit ond credit
bolonces. Mony of the occounls hove conesponding debit ond
credit bolonces which hove not been reconciled ond hove not
been set off ond the reoson thereof olso could not be exploined
by the monogement. Further there is no provision of liobility
during the cunent finonciol yeor for some cerloin occrued
liobilities like Grotuity, Pension, Bonus, os the bolonces thereof
hove been conied forword ond kept os some os of 3lst Morch
2017. Mony of liobilities bolonces under this heod hove been
conied forword from the preceding yeors but the bolonces
lhereof remoined unchonged during the cunent finonciol yeors
but the porty wise detoils thereof could not be produced ond
exploined by the monogemenf ond nor the monogement could
exploin the reoson of clossificotion of the soid liobilities under the
heod Cunent Liobilities insleod of under the Heod Non-Cunent
Liobilities. This focts is evideni from under mentioned detoils:

lT.i

PARTICULARS OPENING
BALANCE

TRANSACTION
DEBII

TRANSACTION
CREDIT

BALANCE
AS AT

3r .03.20r I

REMARKS

44.1'tO
(Provision For
Grotuity)

623s60r.8r
Cr

6235601.81
LT

44.120
(Provision For
Pension)

2180987.25
LT

2180987.25
Cr

l23t 78.00
Cr

I 23I 78.00
LT

f44. 130
(Provision For
Bonus)
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44.140
(Provision For
Poy ond
Allowonces)

2179995.44
LT 3,71 ,168.00 94,863.00

1903690.44
Cr

44. I 50
(Provision For
Other Sloff
Reloted
Liobililies)

7328612.13
Cr 33,91 ,438.00 66,59,281 .00

10595455. l3
Cr

44.210
(Unpoid
Solories)

134278.00
Cr

134278.00
Cr

44.310 (Nel
Solories
Poyoble)

62790946.09
Cr 7 L80,48,857.0

0
72.86,52,548.0

0

73394537.09
Cr

Opening
provision not
reversed/odiust
ed fully.

,r4.3 r 0(ADA)

(Arreor DA)

21259604.N
Dr r .40.630.00 t,40,530.00

21259604.@
Dr

44.330
(Liobililies For
Medicol
Expenses)

2644123.05
LT l9,29,372.@ 10,70,539.00

r 285290.05
LT

44.340
(Liobiliiies
Eorned
Leove
Encoshmeni)

| 491952.45
Cr

149't952.45
LT

Opening
Closing
remoined
unchonged.

85.368.00
27 581548.7 5

Cr
44.360
(Leove
Ssolory ,

Pension for
Corp
Employee
Deputed
Ouhide)

27 49 6180.7 5
Cr

23576.34 Ct44.402
(Employees
Conkibution
to CPS)

5258.34 Ct
95.53.640.00 95,71,948.@

44.404
(Liobility for
Corporolion'
s

Conlribution
to CPS)

41796.83 Cr
95.53.540.00 9s,75,1 30.00

63285.83 Cr

r ,91 ,709.00 72.22,973.@
36237708.W

Cr
44.406 lAl
(Lrc
Recovery)

29206444.N
Cr

2877 427 5.@
Dr 70.85,95r.00 1,O5,727.ffi

35754499.N
Dr

44.406 lB)
(Lrc
Poyment)

7 62463.7 6
Cr

7 62463.7 6
Cr

44.406 lLtC
Recovered)

85334.94 Cr

Opening
Closing
remoined
uncnonoefu$

85334.94 Cr44.410 (Emp
Cont to ESIS)

45,36,468.00 44,7 6.849 .OO

35838r.34
Cr (JI *o"

44.429 (Misc
Recoveries)

418000.34
Cr

23r 960.00
Dr

Openin
Closing

23r960.00
Dr

44.429 D

{Miscelloneo
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US

Recoveries
From Stoff -
Depulotionis
h)

remoined
unchonged.

44.429
H/Rent to
Govt Qtr.
{Misc. Rec
H/Rent to
Govl. Qir.)

8477.mDt 8477 .OO Dr

44.429
Society (Misc
Recoveries -

Sociely)

2506r 5.00
Cr

250615.00
LT

44.429 (Bl
(BANK LOAN
PAYMENI)

14865821 .00
Dr 45,91,696.00 t9.794.00

1? 437723.O0
Dr

44.429 (M)
(Mointenonc
e
Allowonce)

8000.00 Cr
I , r 3.000.00 I .l 9,500.00

14500.00 Cr

44.429|MI
(MAINTENAN
CE)

6€00.00 Cr
7,20,500.00 7,31 ,400.00

75200.00 Cr

444291A)
(Bonk Loon (

stoff ))

I 61052.00
Cr 5,47.977 .N 5,O5,224.0O

I 18299.00
LT

444291^)
(BANK LOAN
RECOVERY)

14978639.N
LT 8,26,370.N 54,28.142.00

r 95804r r .00
Cr

46.930
(Amounts
Recd From
LIC for
Cloims Under
Group
lnsuronce
Scheme)

351564.26
Cr

351 564.26
Cr

Opening
Closing
remoined
unchonged.

16.936
(Liobilily for
CPS Fund
Emp ond
Corp Emp
ond Corp
(Boord of
Trustees of
CPF I)

23670499.34
Cr 2.7 5,53,799.N I ,9 L07.280.00

15223?80.34
Cr

NOTE l7: REVENUE FROM OPERATION:

o. The stotement of Profil ond Loss for the yeor ended 3l st Morc
2018 shows Soles of Rs. 814.35 crores whereos Power Purc
costs ore shown os Rs.921 .7 4 crores. Thus. there is o gross I

Rs. 89.84 crores. The quonlitotive detoils of power purc

t
1

r3.
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during the FY 2017-18 ond power sold during FY 2017-18 ore os
u nder.:-
Totol Power purchosed= 2857.100 (MU) (Note 2l)
Totol Powersold = 1895.705 (MU) (Note l7.l)
Difference = 961.39a (MU)
We sought on explonotion from the monogement regording the
obove difference in power purchosed ond power sold however
no convincing reply could be provided.

b. Revenue from Operotion is inclusive of rebote on purchose of
Energy omounting to Rs. I ,97,0331- , which is obsolutely reloted
with Purchoses of Power ond hence should be deduction from
Power Purchoses Cost under Note 2l of the Finonciol Slolement.
Thus both the Sole ond purchoses ore opporently overstoted by
Rs. 1,97,033/-.

c. Note 17.3 gives the quontitotive detoils of sole of power outside
the stote of 880.09 MU which includes sole through swopping,
exchonge however, we were not provided with the complete
informotion ond documents reloted to the tronsoctions ond
iherefore we ore not in o position to comment on the
correctness of the sole figure reported ogoinsi lhe oforesoid
items.

14. NOIE 2l: POWER PURCHASE COSTS:

As per detoils provided by the Compony the surchorge on
power purchose from North Eostern Eleckic Power Corporotion
(NEEPCO) Limited for the yeor 2017-18 wos Rs. 22.85 crores
however only Rs.9.54 crores wos reflected in the purchose cost.
Thus the power purchose costs ore understoted by Rs.l3.2l
crores resulting in understotement of loss by ihe soid omount of
Rs.l3.2l crores.

15. NOTE 28: SIGNIGICANT CCOUNIING POTICIES

o. IND AS 8 on Accounting Policies, Chonges in Accounting
Estimotes ond Errors requires to correct moteriol prior period
enors retrospectively in the first set of finonciol stotements
opproved for issue ofter their discovery by:-

i. Restoting the comporotive omounts for lhe prior periods
presented in which the enor occuned or;

ii. lf the error occurred before the eorliest period presented,
restoting the opening bolonces of ossets, liobilities ond equity
for the eorliest prior period presented.

However, in the presented Finonciol Stotements for the curr,6. pE
period, such odjustments of Prior period ilems, incom.t.,i-,t.j?i
expenses hove not been mode ond hove been snown i6,it6e
bolonce sheet under o seporole ledger heod. Thus, Siich

.'...
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treotment of prior period items is observed to be inconsistent
with the pdnciples of IND AS 8.

16. OTHERS

o. IND AS l0 on Events ofter the Reporting Period stotes thot Events
ofter the reporting period ore those events, fovoroble ond
unfovoroble, thot occur between the end of the reporling
period ond the dote when the finonciol stotemenls ore
opproved by the Boord of Direclors in cose of o compony, ond,
by the corresponding opproving outhorily in cose of ony other
enlity for issue. Events lhot provide evidence of conditions thot
existed of the end of the reporting period (odjusting events ofter
the period) ore one of the type of odjusting events.

We found thot the Compony hos not complied wilh the principle
loid down in INDAS in the following tronsoctions:

Surchorge poyoble to NEEPCO prior to 2012 omounting to Rs.

4.67 crores wos found to be inconect ond it wos opproved in
Boord Meeting No. 50 held on 25/0912018.

ii. Woiver of 60% of the deloyed poyment chorges of M/s MCCL
omounting to Rs. 6,08,24,601 .60l- wos resolved in Boord
meeting No.57 doted 04/0412018

The occounts for the Finonciol yeor 2017-18 were opproved by
Boord of Directors on 20/Q312Q19 thus the obove two events
were before the opprovol of lhe finonciol stotements ond
lherefore should hove been provided for in the finonciol
stotements of Finonciol yeor 20'l 7-'18.
Thus, the obove instonces ore observed to be inconsistent with
the provisions of IND AS 10.

5. Quqllfied Opinion

ln our opinion ond lo the best of our informotion ond occording to the
explonotions given to us, except for lhe effects of motlers reported by
us in point 4 Bosis of quolified opinion porogroph ond the possible
effects of motters described therein, the occomponying, oforesoid
stondolone lnd AS finonciol slotements give the informotion required
by the Act in the monner so required ond give o true ond foir view in
conformity with the occounting principles generolly occepted in
lndio, including the lnd AS,

o. ln the cose of the Bolonce Sheet, of the Stote of Affoirs of the
Compony os ot Morch 31,2018. ond

b. ln the cose of lhe Stotement of Profit ond Loss (including
Comprehensive lncome), of lhe Loss for lhe Finonciol Yeor e
os ot 3lsrMorch 20]8;

P
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c. in the cose of the Cosh Flow Stotement, of the Cosh Flows for the
Finonciol Yeor ended os ot 3lst Morch 2018;

d. in the cose of Chonges in Equity for the Finonciol yeor ended os
ol 3lsrMorch 2018;

6. Emphosls of motler:
We drow ottention to the following motters relqted to finonciol
stotemenls
o. The Compony hos odopted lndion Accounting Stondords (lND

AS) during the finonciol yeor 2016-17 ond occordingly its
finonciol stotements for thot yeor included three yeors bolonce
sheets however for the present finonciol yeor it hos ogoin
prepored ihree yeors Bolonce sheets which were not required.

NOTE 3: FINANCIAL ASSETS (OTHERS) Rs. 5439959.92 Note 3.1
stotes thot the omount is recoveroble from the Siote
Government ond it is subject to confirmotion ond reconciliolion.

NOTE 5: CURRENT TAX ASSETS: Rs.402328.00 the note 5.] stotes
thot this omount is subject to reconcilioiion ond its octuol stotus
os cunent/non-cunent con be known ofter reconciliotion is

completed.

b

d

c

e

Note l5.l on Current Liobilities omounting io Rs. 32,28,52,132.54
sloies thot the delerminotion of octuol stotus of Tox Liobilities
ond their corresponding reconciliotion with book bolonces is

under process.

As per the Triportite Memorondum of Understonding omongst
Ministry of Power, Governmenl of lndio, Governmenf of
Megholoyo ond Megholoyo Power Distribution Compony
Limited under the Ujwol Discom Assuronce Yojono (UDAY)
scheme doted 9tn Morch, 2017, n wos decided ihot for Ihe 25%
of the debt remoining with MePDCL, DISCOM to fully/ portiolly
issue stote government guoronteed bonds or get lhem
converted by GoM/ bonks/ Fls into loons or bonds with inlerest
not more lhon the bonk bose rote plus 0.1%.

However, il hos been observed lhot in some coses, inlerest on
loons is being chorged of o much higher rote os compored to
overoge bose rote of SBI prevoiling during the relevonl period of
oudit, i.e. 8.875%. The obove mentioned coses ore os follows :-

,:
,

INIEREST

RAIE
CHARGED

EXCESS AS
COMPARED
IO BASE BAII

st
No.

PARTICULARS tOAN
(Rs)

AMOUNI

12.75% 3.875

o5
t)

6,24,99,998.00I Rurol Electrificotion
Corporotion (REC)

Limitied (MTL-ll)

12.15% 3.27\il3,25,00,00,000.002 FinoncePower III
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Corporotion (PFC) Limited
3 Megholoyo

Corporotion
MeECL
Compony)

Energy
Limited,
(Holding

98,39,05,349.00 11.75% 2.875%

f Further, to point (d) obove os per lhe Triportlte Memorondum of
Underslonding omongsi Ministry of Power, Government of lndio,
Governmenf of Megholoyo ond Megholoyo Power Distribution
Compony Limited under the Ujwol Discom Assuronce Yojono
(UDAY) scheme doted 9tn Morch, 2017, MePDCL hod proposed
to reduce the level of AT & C losses lo 27.50% by the end of
Finonciol Yeor, 2017-18. However, if the difference in sole of
power os mentioned in point 0l obove is considered then the
AT & C loss comes to 33.65% for the FY 2017-18 which is 6.15%in
excess of the projected losses for the yeor, i.e.27.50%

Moreover, lnternql Audit lnspection Report of the Centrol
Revenue Division of MePDCL (one of the lorgest revenue division)
for the period from lst April, 2016 to 3lstMorch, 2018. menlions
the reosons for high AT & C losses due to billing inefficiencies
stoting thot the division hos not been performing up to the mork
in terms of recovery of energy dues from the consumers. There
ore o number of consumers with lorge outstonding bolonces
who ore not poying but ore still enjoying power supply. The
observotion opplies lo other divisions olso.

Under Micro, Smoll ond Medium Enterprises Development Act,
2006 reod with MCA notificotion GSR 7]9(E) doled 1611112007
certoin disclosures ore required to be mode reloting to Micro,
Smoll ond Medium Enterprises
Section 22. Requirement lo specifi unpoid omounl with inleresl
in lhe onnuol slolemenl of occounls.-

Where ony buyer is required to get his onnuol occounts oudited
under ony low for the time being in force. such buyer sholl
furnish the following odditionol informotion in his onnuol
stotement of occounts, nomely:-

h. the principol omounf ond the interest due thereon (to be
shown seporotely) remoining unpoid to ony supplier os ol
the end of eoch occounting yeor;

i. the omounl of interest poid by the buyer in terms of
section 16, olong with the omounls of the poyment mode
to the supplier beyond the oppointed doy during eoch
occounting yeor; , ,,

j. the omounl of interest due ond poyoble for lhe period of .
deloy in moking poyment (which hove been poid_; bptt-,
beyond the oppointed doy during the yeor) but wiittQutl.;'
odding the inlerest specified under this Acf; i -.

s
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k. the omount of interest occrued ond remoining unpoid ot
the end of eoch occounting yeor; ond

L the omount of further interest remoining due ond poyoble
even in the succeeding yeors, until such dote when the
interest dues os obove ore octuolly poid to the smoll
enterprise, for the purpose of dis ollowonce os o
deductible expenditure under section 23.

The obove disclosures hove not been mode by the
Compony.

7. Report on Olher Legol ond Regulolory Requlremenls

o. As required by the Componies (Auditor's Report) Order, 2016 ("the
Order") issued by the Centrol Government of lndio in terms of sub-
section (l I ) of section I 43 of the Act. we give in the Annexure "A".
o stotement on the motters specified in porogroph 3 ond 4 of the
Order, to the extent opplicoble.

b. As required by Section I a3 (3) of the Act, we report thot:
i. we hove sought ond obtoined oll the informotion ond

explonotions which to the besl of our knowledge ond belief were
necessory for the purposes of our oudit subject to the observotions
mode in point 4 ond 6 obove.

in our opinion proper books of occount os required by low hove
been kept by the Compony so for os it oppeors from our
exominotion of those books;

iii. the Bolonce Sheet ,the Stolement of Profit ond Loss (including
other Comprehensive lncome), the Stotement of Cosh Flows ond
the Stotement of Chonges in the Equity deolt with by this Report
ore in ogreement with the Books of Account;

iv. Except for the possible effecls of the motters described in
porogroph 4 Bosis for Quolified Opinion in our opinion, lhe
oforesoid stondolone lnd AS finonciol sloiements comply wiih the
Accounting Slondords specified under Section 133 of the Act,
reod wilh Rule 7 of the Componies (Accounts) Rules,2Ol4;

v. ln pursuonce to the Notificotion No. G.S.R 463 (E) doted 05-06-20,l5
issued by the Ministry of Corporote Affoirs , Section 164 (2) of the
Componies Act, 2013 pertoining to disquolificotion of Directors, is

not opplicoble to the Government Compony.

vi. with respect to the odequocy of the internol finonciol controts-
over finqnciol reporting of the Compony ond the ope,rqlirig
effectiveness of such controls, refer to our seporote report in.
Annexure B. ond : :r
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vii. with respect to the other motters to be included in the Auditor's
Report in occordonce with Rule I I of the Componies (Audit ond
Auditors) Rules, 201 4, in our opinion ond to the best of our
informotion ond occording to the explonotions given to us:

i) the Compony hos not disclosed the impoct of pending litigotion
on its finonciol position in its stondolone lnd AS finonciol
stotements.

ii) the Compony hos not mode provisions, os required under lhe
opplicoble low or occounting stondords, for moteriol foreseeoble
losses, if ony, on long term controcls.

iii) There ore no omounts required lo be tronsferred to the lnvestor
Educotion ond Protection Fund by the Compony.

FOR & ON BEHALF OF

B.t. PUROHIT & CO.
CH ERED ACCOUNIANTS
FRN 6E

SUBH
PARI

UROHIT, FCA

MEMBE HtP NO. 05963r

DATED: 08/1112019
CAMP AT SHILTONG

I
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Meghalaya Power Distribution Corporation Limited

Annexure A to the lndependent Auditor's Report for the Financial year 2017-1g
Referred to in paragraph 7(a) of lndependent Auditor's Report to the members ofthe company on

the Standalone lnd AS Financial Statements.

i) o) The compony hos mointoined Fixed ossets Register ot its heod office
on the bosis of records procured from the concerned occounting
heod. However, such fixed ossets register does nol contoin
quontitotive detoils ond exoct situotion of its fixed ossets. Further, the
fixed ossets register is not in the stondord formot. The volue of ossets
os per the register ond os per lhe finonciol records does not motch.

b) With regord to Physicol Verificotion of Fixed ossets, we were informed
thot Physicol Verificotion wos not done ot regulor intervols.

c) The title deeds of immovoble properties were not produced to us for
our verificoiion; hence we ore unoble to comment thot the
compony hos recorded title deeds in its own nome in respect of oll
the immovoble properties in lhe possession of componies. The
monogemenl hos informed us thot lhe compony is in the process of
getting iis nome incorporoted in the vorious ossets ond liobilities
tronsfened to it from its holding compony, os per provisions of 'The

Megholoyo Power Sector Reforms Tronsfer Scheme 2010" ond till

dote mojor port of the ossets lronsferred io the Compony is still in the
nome of its Holding Compony i.e. Megholoyo Energy Corporotion
Limited.

ii) As exploined ond informed, the Compony hos conducted
physicol verificotion of its inventories of vorious divisionol ond sub
divisionol offices os on 3l'r Morch, 2018. However, the doto
furnished by the divisions is not complete ond odequote to
determine the moteriol discreponcies if ony.
The procedure of physicol verificotion of inventory followed by the
monogement is not reosonoble ond odequote ond is noi
commensuroie wilh the size of the compony ond noture of the
business of the compony.

iii) The Compony hos not gronted ony loons, secured or unsecured to
componies, firms or oiher poriies covered in lhe regisier mointoined
under seclion ,l89 of the Componies Act,2013. However, the
compqny hos given/ token odvonces from the compony to / ond
from componies , firms or other porties covered in the register
mointoined under section 

,l89 of the Componies Act, which were
during the normol course of business tronsoclions corried on of orm's

length.
R HI
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Meghalaya Power Distribution Corporation Limited

Annexure A to the lndependent Auditor's Report for the Financial yeat 2017-,lg
Referred to in paragraph 7(a) of lndependent Auditor's Report to the memberc of the company on

the Standalone lnd AS Financial Statements.

iv) As exploined ond informed, the Compony hos complied with the
provisions of section 185 ond 186 of the Componies Acl 2013 in
respecl of loons, investments, guorontees ond security provided by
it.

v) The compony hos not occepted ony deposits from the public ond
hence the directives issued by lhe Reserve Bonk of lndio ond
Provisions of Section 73 to 76 or ony other relevont provisions of the
Act ond the Componies (Acceptonce of Deposil) Rules, 2015 with
regords to deposits occepted from the public ore not opplicoble.

vi) We hove broodly reviewed the cosl records mointoined by the
compony pursuoni to the rules mode by the Centrol Government for
mointenonce of cosl records under Seciion 148(l) of lhe Componies
Act,20l3 ond we ore of lhe opinion thot primo focie the prescribed
occounts ond records hove been mode ond mointoined. However
the Compony could produce for our verificotion Cost Audit Report
only up to the Finonciol Yeor 2016-17

vii) o) According to the informotion ond explonotions given lo us ond on
ihe bosis of our exominotion of the records of the Compony,
omounts deducted / occrued in the books of occount in respect of
undisputed stotutory dues including Provident Fund, Employees Siote
lnsuronce, lncome-tox, Solesiox, Service-tox, Duty of customs, Duty
of excise, Volue odded lox, ond ony other moteriol slotutory dues
hove been deposited during the yeor by the Compony with the
oppropriote outhorities. However, electricity duty poyoble remoins
outstonding os on 3lsr Morch.20l8 under Account Heod 45.301 (E.D.

ond other Levies Poyoble to the Governmeni) omounting lo Rs.

30,49,79,663.33. Further, the monogement hos stoted lhot the
undisputed orreors of stotutory dues os of 3l't Morch,20l8, for o
period of more thon six months from the dote they become poyoble
is not reported from the field uniis.

b) According to the informotion ond explonotions given to us by the
monogemeni there ore no dues outstonding in respect of lncome
Tox, soles tox or service tox or duty of customs or duty of excise or
volue odded tox which hove nol been deposited on occount of

o ;i\
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Meghalaya Power Distribution Corporation Limited

Annexure A to the lndependent Auditor's Report for the Financial year 20,ll-19
Referred to in paragraph 7(a) of lndependent Auditor's Report to the members ofthe company on

the Standalone lnd AS Financial Statements.

dispute.

viii) Bosed on our oudit , ond os per the informotion & explonotion given
by the monogement, the compony hos defoulted in the repoyment
of dues of principol or interest on loon to lhe finonciol instilutions,
bonks ond Government. Lender wise defoult detoils hove been
disclosed in Note l0 of Finonciol Stotement.

ix) Bosed on our oudit ond occording to the informotion ond
explonotions given to us no moneys were roised by woy of initiol
public offer or furiher public offer (including debt instruments) ond
no term loons hove been token by the Compony during lhe yeor.

x) We hove not been provided with the informotion regording froud by
the Compony or on ihe Compony hence we connot reporl on this

motler.

xi) Bosed on our oudit ond occording to the informotion ond
explonotions given lo us the monogeriol remunerotion hos been
poid or provided in occordonce with the requisite opprovols
mondoted by the provisions of section 197 reod with Schedule V to
the Componies Act.

xii) The compony is not o Nidhi compony. Therefore lhe provision of
clouse 4 (xii) of the Order ore not opplicoble on the Compony.

xiii) Bosed on our oudit ond occording to lhe informotion ond
explonotions given to us the tronsoctions entered by the compony
wiih the reloted porlies ore in complionce wilh section 177 ond 188

of the Componies Act, 20,l3, where ever opplicoble ond the deloils
hove been disclosed in ihe Finonciol Stotements, os required by the
opplicoble occounting stondords.

xiv) Bosed on our oudit ond occording to ihe informotion ond
explonotions given to us the compony hos nol mode ony preferentiol

olloiment or privote plocemenl of shores or fully or portly convertible
debentures during the yeor under review.

I
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Meghalaya Power Distribution Corporation Limited

Annexure A to the lndependent Auditor's Report for the Financial Yeat 2017-'18
Referred to in paragraph 7(a) of lndependent Auditor's Report to the members of the Company on

the Standalone lnd AS Financial Statements.

XV) According lo the informolion ond explonotions given to us by the
monogement, the compony hos not entered inlo ony non--cosh
lronsoctions wilh directors or persons connected with them.

xvi) The compony is nol required to be registered under section 45-lA of
the Reserve Bonk of lndio Act, ,l934.

FOR & ON BEHATF OF
B.t. PUROHIT & CO.,
CHARTERED ACCOUNIANTS
FRN r r056E H'I

go '.!J$"fl:

SUB PUROHII, FCA
PA ER

M.N 05963r
DAIED: 08/1112019
Comp ot Shillong
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Meghalaya Power Distribution Corporation Limited
Annexure -B to the Auditors' Report

Referred to in paragraph 7(b)(vi) oflndependent Auditor's Report to the members ofthe
company on the Standalone Ind AS Financial Statements for the Financial year 2017-lE

Reporl on lhe lnlernol Finqnciql conlrols under clouse (i) of sub- seclion 3 of
Seclion 143 of the Componies Acl,20l3 ('the Act')
We hove oudiled the internol finonciol controls over finonciol reporling of
Megholoyo Power Distribution Corporotion Limited (the Compony') os of 3ln
Morch,2Ol8 in conjunction with our oudit of the finonciol stotements of the
Compony for the yeor ended on lhot dole.

Monogemenl's Responsibility for lnlernol Finonciol Conhols
The Compony monogement is responsible for estoblishing ond mointoining
internol finonciol controls bosed on the internol control over finonciol reporting
criterio estoblished by the Compony considering the essentiol componenls of
internol control stoted in the Guidonce Note on Audit of lnternol Finonciol
Controls over Finonciol Reporting issued by the lnstitute of Chortered Accountonts
of lndio (lCAl). The responsibilities include the design, implemenlotion ond
moinlenonce of odequote inlernol finonciol controls lhot were operoting
effectively for ensuring the orderly ond efficient conduct of its business, including
odherence to the Compony's policies, the sofeguording of its ossets, the
prevention ond detection of frouds ond errors, ihe occurocy ond completeness
of the occounting records, ond the timely preporotion of relioble finonciol
informotion, os required under the Componies Act, 2013.

Audilors' Responsibilily
Our responsibility is to express on opinion on the Compony's inlernol finonciol
controls over finonciol reporting bosed on our oudit. We conducted our oudit in
occordonce with the Guidonce Note on Audit to Internol Finonciol Controls over
Finonciol Reporting ('the Guidonce Note') ond the Slondords on Auditing, issued
by lCAl ond deemed to be prescribed underSection 143(10) of the Componies
Act,2013, to the extent opplicoble to on oudit of internol finonciol controls, both
opplicoble to on oudit of lnternol Finonciol Controls ond, both issued by the
lnstitute of Chortered Accountonls of lndio. Those Siondords ond lhe Guidonce
Nole require thol we comply with ethicol requiremenls ond plon ond perform the
oudil 1o obtoin reosonoble ossuronce obout whether odequote internol finonciol
controls over finonciol reporting were estoblished ond mointoined ond if such
conlrols operoted effeclively in oll moleriol respects.

Our oudit involves performing procedures to obtoin oudit evidence obout the
odequocy of the internol finonciol controls system over finonciol reporting ond
their operoting effectiveness. Our oudit of inlernol finonciol conlrols over finonciol
reporting included obtoining on understonding of internol finonciol conlrols over
finonciol reporting, ossessing the risk thot o moteriol weokness exists, ond testing
ond evoluoting the design ond operoting effectiveness of internol control boses
on the ossessed risk. The procedures selected depend on the ouditors' judgment,
including lhe ossessment of the risk of mot otement of the finonciol

whelher due to froud or error. ,'?.
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Meghalaya Power Distribution Corporation Limited
Annexure -B to the Auditors' Report

Referred to in paragraph 7(b)(vi) of Independent Auditor's Report to the members ofthe
company on the standalone Ind As Financial statements for the Financial year 2017-lg

We believe thot the oudit evidence we hove obtoined is sufficient ond
oppropriote to provide o bosis for our oudit opinion on the Compony's internol
finonciol controls system over finonciol reporting.

Meonlng of lnlernol Finonclol Conlrols over Finonciol Reporting
A Compony's inlernol finonciol control over finonciol reporting is o process
designed lo provide reosonoble ossuronce regording the reliobility of finonciol
reporting ond lhe preporotion of finonciol siotements for externol purposes in
occordonce with generolly occepted occounting principles. A Compony's
inlernol finonciol conkol over finonciol reporting includes those policies ond
procedures thot (l ) pertoin to the mointenonce of records thot, in reosonoble
detoil, occurotely ond foirly reflect the tronsoctions ond dispositions of the ossets
of the Compony, (2) provide reosonoble ossuronce thot tronsoctions ore
recorded os necessory lo permit preporotion of finonciol stotements in
occordonce with generolly occepted occounting principles, ond thol receipts
ond expenditures of the Compony ore being mode only in occordonce with
outhorizotion of the Monogement of the Compony, ond (3) provided
reosonoble ossuronce regording prevention or timely deteclion of unouthorized
ocquisition, use or disposition of the Compony's ossets thol could hove o moteriol
effect on the finonciol stotements.

lnherenl limilolions of lnlernol Finqnciol Conlrols Over Finonciol Reporting
Becouse of the inherent limitotions of internol finonciol controls over finonciol
reporting, including the possibility of collusion or improper monogement ovenide
of controls, moteriol misstotemenls due to error or froud moy occur ond not be
detected. Also projections of ony evoluolion of lhe internol finonciol controls over
finonciol reporting to future periods ore subject to the risk thot the internol
finonciol conkol over finonciol reporting moy become inodequote becouse of
chonges in conditions or thot the degree of complionce with the policies or
procedures moy deteriorote.

Quolifled Opinlon
As exploined ond informed by the Monogement the Compony ond bosed on the
oudit evidence obtoined by doing somple oudit ond os evident from the vorious
notes ond disclosures mode in relotion to the finonciol slotements of the yeor
ended 3lsr Morch, 2018 the following moteriol weokness, control lopses hove
been identified os of 3lst Morch 2018 in its internol finonciol control over finonciol
reporting of ils operotions:

l. The Compony did not hove oppropriote/odequote internol control
procedure commensurote with the size, nqture, complexity of its business
operotions wilh regord lo:
. Mointenonce of books of occounts: Lq kof uniformity in system of

d quorter levels.mointenonce of occounts of the div

dl

OIt

v

|,

,J lu
Guw

_c
Page 2 of 3



Meghalaya Power Distribution Corporation Limited
Annexure -B to the Auditorst Report

Referred to in paragraph 7(b)(vi) oflndependent Auditorrs Report to the members ofthe
Company on the Standalone Ind AS Financial Statements for the Financial Year 2017-18

o Lock of periodicol reconciliotion between doily cosh collection os per cosh
book ond Monthly stoiemenls submitted by divisions/sub divisions. Lock of
outhenticily of physicol verificotion certificotes with regords to Copitol
work-in-progress, fixed Assels, Cosh ond Bonk bolonce ond inventories.

. Lock of updotion of registers, reconciliotion of books of regulor intervols
ond the coscoding effect of long pending unresolved bolonces ond
negotive bolonces reflected in lhe books of occounts.

. Substontiol unreconciled figures with regords to inter-division tronsoction

. Deloy in tronsfer from copitol work in progress lo fixed ossets on the bosis of
completion certificotes.

. Deficiency in mointenonce of porty wise detoils with respect to third porty
tronsoction.

. Lock of segregotion of finonciols between the porenl compony ond iis

subsidiories, in lhe octuol sense of the stolement.
o Enlitlemenl of ossets ond liobilities especiolly Term Deposits, Loon, Bonk

Accounts) remoining centrolized ot the level of the holding compony.

insteod of titles being honded over in reolily.

2. Further, formol reviewing procedures ore yei to be estoblished with regords to
lnternol Finonciol Controls over Finonciol Reporting issued by the lnstitute of
Chortered Accountonts of lndio.

FOR & ON BEHATF OF
B.L. PUROHIT & CO.
CHA RED ACCOUNIANIS

056EFRN 3
-! -:..

.:;l

SUBHA UROHIT, FCA
PARINER
M.NO.0 9631
DATED: 08/11/2019
Comp ol Shlllong
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