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INDEPENDENT aUDITORS’ REPORT
TO THE MEMBERS OF
CHHATTISGARH STATE POWERTRANSMISSION COMPANYLIMITED

Report on the Standalone Ind AS FinancialStatements:

We have audited the accompanying s:andalone ind AS financial statements of Chhattisgarh Si:ie
Power Transmission Company Limited (“the Company”), which comprise the Balance Sheet as at
March 31, 2618, the Statement of Profit and Lcss including the statement ‘of other comprehensive
income, Cash Flow Statement and stateinent of change in equity fc: the year then ended and a summary
of significant accounting policies and other explanatory information (hereinafter referred as “Standalane
FinancialStatement™).

Management’s Responsibility for Standalone Ind AS Financial Statement

The company’s board of diiecto~ is responsible for the matter s stated in section 134(5) of the Compan:es
Act’ 2013 (‘the act’) with respect io the preparation and preszntation of these standalone Ind AS financial
statement that gives a true and foi1 view ¢ ine financia! nosizion” financial performance and cash flow of

the cempany in accordance with the accounting principles generally accepted in India. including the
accounting standards specified uader section 133 of the act. read with rule 7 of tise companics {accouni«)
rules, 2074, This responsibility a'so inclides maintenance o adequate accounting records in accordance
with the provision of the act for safeguarding th.: sssets of the comeany and for preventing and detecting
fraud’s and other irregularities: selection and application of app opriate accounting policy: makiig
Judgment and estimates that are reasoiiable and prudeiii ; and design, implementation and maintenance of°
adequate internal financial controls, that were operating =ffectv=ly for ensuring the accuracy aud
compleieness of the accourting recorls, relevant o the preparaticn and presentation of the finenc;
statement that give a true and fair view and are free from material misstatement, whether due to ‘rand

Orerror.

Auditor’s Responsibility

Our responsibility is cc exri2ss wn opinion ox wi:e~2 standzlonz Ind AS financial staternents based on ¢r
audit. We have taken into acco 1t vie provisicns of the Ao the accounting and auditing standards an
matters which are required to be included in 3.2 audit rcpoit uinder the provisions of the Act and the Ruic«
made thereunder and the Order uinder Section 143(11) ui'the Act.

We conducted our audit in accordance wi'n tixe Steadards on Auditing specified under Section 143(10) f
the Act. Those Standards requi e that we coriidv with ethical requirements and plan and perform tic
audit 10 obtain reasonable assu-ance about wheircr the standalon: financial statements are free from
material misstatement.
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An audit involves performing précedures to obtain audit evidence about the amounts and the disciosu
in the standalone financial statements. 1he procedures selected depend on the auditors’ judgme
including the assessment of the risks of material misstatement of the standalone financial statemer
whether due to fraud or error. In making those risk assessments, the auditor considers internal financ
control relevant to the Company’s preparation of the standalone financial statements that give a true a
fair view in order to design audit procedures that are appropriate in the circumstances. An audit al
includes evaluating the appropriateness of the accounting policiesused and the reasonableness of t
accounting estimates made by the Company’s Directors, as well as evaluating the overall presentation
the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
audit opinion on the standalone financial statements.

Basis of Qualified Opinion

a. The company has not complied the appointment of Internal auditor u/s 138 of the Compani
Act 2013 and its rule, in the absence of internal audit, we are unable to comment on the who
tendering process. Selection and execution of Purchase orders, Monitoring of various projec
like our own and deposit works, capitalizations, purchases and expenditures, reven
leakage,Capitalization of assets(CWIP), Projects activity monitoring and its related intern
controls for the year.

b. The company does not have party wise details and classification of own work and depos
work details for CWIP amounting to Rs 61,662.22 Lakh (including value of both deposit an
own work).The reconciliation of CWIP balances and Deposits undertaken from various partic
is pending since long. In absence of adequate details and information, we are unable f
comment the impact of the same in Financial Statements of the currentyear.

The company has recognized certain income on such deposits works which cannot be verifie
for its completeness and accuracy in the absence of agreement with parties & part
wisebalances.

Further, in the absence of technical report on non-capitalization of assets and long ou
standing inCWIP accounts, we are unable to comment its actual impact in capitalization fo
the year.

c. The Valuation Rule of supply in case of GST output has not been followed accurately. While
verifying the deposit work under GST regime, we observed that the recovery of “‘Larc
Compensation” and “Tree Compensation” and its related contingencies has not beer
considered for valuation of GST liability. After our preliminary inquiries , Company have
worked out the liability only for this year i.e 2017-18 amounting to Rs 200.70 lakh approx
and the same is not accounted and paid till the so far.

d. The company has not paid GST on reverse charge basis towards Compensatory Afforestation
Fund Management and Planning Authority (CAMPA) as per the provisions of Schedule I
Para 5(e) of CGST Act 2017.




e. The accounts maintained at D.O Level were having continuous bank balance of substantial
amount throughout the year. which leads to loss of interest income and lapse of internal
control of the company the same need to rigorously monitored by the management. In the
absence of adequate information we are unable to cominent on quantum of interest loss.

All these above paragraph have their impact in Statement of Profit and Loss/networth and
assets/liabilitiesas quantifiecd wherever possible.

ualified Opinion

In our opinion and to the best of our information and according to the explanations given to us, except for
the effects of the matter described in the Rasis for Qualified Opinion section of our report, the aforesaid
standalone financial statements give the information required by the Act in the manner so required and
give a true and fair view in conformity with the accounting principles generally accepted in India, of the
state of affairs of Company as at 21™ March 2018 and its profit and its cash flows for the year ended on
that date.

Emphasis of Matter

a. Balances of loan from state government, inter-company accounts, sundry debtors, loans &
advances including government and others and curreni liabilities including sundry creditors,
employee advances, contracter advances are subject to confirmation and reconciliation.

b. According ic inforraatten end explanation provided to us , Company have received materials
against advance given of Rs 21300 iakh out of Rs 24500 lakh but Goods Receipt Note (GRN)
in SAP for the same have not being prepared. In absence of conclusiveness of the these
transactions we are unable to comment on the impact of the same .

¢. The company has TDS receivable and Advance Tax amounting Rs 9960.00 Lakh pertaining to
old CSERB cases for which year wise breakup and assessment proceeding status is not available
with the Company. in absence of actual assessment status and required information we are
unable to comment on the same.

d. VAT/Service Tax/TDS Returns/GST returns and its reconciliation and payvments are not in
lines with books of account. In absence of accurate reconciliation we are unable to comment its
impact in the financial statements for the year The effect of adjustment arising from

recornciliation on these items is unascertainable.

e. Company is required to spent amounting to Rs 98.32 lakh as per Sec 135 of the Companies
Act 2013 where as the Company has not spent the required aniount 1ill date.




(i) The Company has been patving the expenditure of Holding Company i.e Chhattisgarh State
Power Holding Limited in proportion to its equity holding, tor the year the company has
incurred an amount of Rs. 838.93lakh, as explained by the management the same is as per
Chhattisgarh State Electricity Board Transfer Scheme Rules’2010, but as per our view the
same is the misunderstanding of the management, the rule has framed for the concern transit
period only, by paying the expenditures through reimbursement, the company is violating the
Income Tax Act 1961, Goods and Service Tax Act 2017 and applicable TDS provision on the
same. The same need to considered immediately.

(ii) Energy Infotech Center (EITC) expenses amounting Rs.514.00 lakh which company is
paying to CSPDCL for using SAP, by paying the expenditures through reimbursement route.
the company is violating the Income Tax Act 1961, Goods and Service Tax Act 2017 and
applicable TDS provision on the same. The same need to considered immediately.

‘The management has not provided Stock Ageing Report and in the absence of the same we are

unable to comment foradequate provision of slow moving and non moving inventories. The
company has carried out physical verification of inventory at fewstores during the year and the
discrepancieshave not dealt properly in books of account.

The company is recognizing its Property, Plant And Equipment (PPEjunder deposit works at
nominal value of Rs.1/- ,but company is not having complete list of completion of Property,
Plant And Equipment for its own as well as deposit works except for financials year 2017-18
so the adequate disclosures in the financials under Property, Plant And Equipment Note is not
given.

Company have not takeninsurance for its Property Plant and Equipment amounting Rs
2,68,980.96 lakh, Stores amounting Rs.5051.28 lakh etc.

Company having fixed deposit amounting to Rs 7.58 lakh for which we have not received bank
confirmation. In absence of any confirmation from bank we are unable to comment on
existence of the same.

Balances due to MSME sectors and its related disclosure which is required to be disclosed in
financials as per MSME Act has not been disclosed in financials.

As stated in Note 25 the company has write off an amount of Rs.4154 lakh towards revenue
subsidy receivable from the state government.

During the year Company have accounted MAT Receivable amounting to Rs 940 lakh approx
which pertains of previous years without restating the financials for respective previous years
as required by INDAS 8.

Attention is drawn to management practice of capitalization of assets and charging
depreciation upon such assets. Presently management capitalize assets as an when
capitalization entry done in SAP (Accounting software) by respective RAO’s and such date of
capitalization is considered as “date of put to use” for charging depreciation. However, as
observed by us there is difference in date when assets actually put to use (as per completion
report) by respective divisions and date on which capitalization is made as per SAP. After
highlighting the same during the audit , Company have rework the deprecation calculation for
the additions made during the year 2017-18 and charged differential deprecation amounting to




+
Rs 257.00 lakhwhich pertain to previous year which have being debited in current year
without restating the financials for respective previous vears as required by IND AS 8.

We recommend that Company should henceforth charge deprecation from the date when
assets actually put to use (as per completion report) by respective divisions and considered
actual put to use date for deprecation calculation in SAP as well .

0. One time settlement of Pension liability amounting to Rs 1769.00 lakh is accounted on bases
of initiation received by holding companys letter dated 27.09.2018. Initiation from holding
company is received during the year 2018-19 but same have being accounted in books of
accounts for the year 2017-18. Further as per initiation, balance liability if any, based on
actual settlement on this account shall devolve on successor companies and accordingly
disclosure to be made under contingent liability in the financials statement. On enquiry it was
informed that the amount for balance liability can’t be ascertain hence required disclosure is
not given in the financial statement. According to the company and management
representation in this regard, the company believes that such treatment has not resulted on
account of any errors or omissions in thepast.

Our Opinion is not qualified in respect of above maiters

Other Matters

a. The company has not complied the appointment of company secretary u/s 203( D)(ii) of the

Companies Act 2013 and its rule, as a company secretary can be maximum of two companies
(holding and its subsidiary) at same time but here, the company secretary has been appointed for
five companies at same time, in our view, this is not the real intent of the legislature, the same
need to be looked into by the management.

b. The company has not so far appointed or furnished any secretarial audit report for the Financial

C.

Year 2016-17 and2017-18under the Section 204 of the Companies Act 2013.The company has not
complied with the appointment of cost auditor u/s 148 of the Companies Act 2013.

The company has not held its AGM for the financial year 2016-17 within the time limit as
specified under section 96 of Companies Act 2013 so accordingly adoption of the financials
statement for the year 2016-17 is still pending.

d. The comparative financial information of the company for the year ended 31st March 2017 and

o

the transition date opening balance sheet as at 1st April 2016 prepared in accordance with Ind AS
have been audited by the predecessor auditor who had audited the financial statements for the
relevant periods.

e. In absence of Confirmations we are unable to comment that for all property, securities or any

other assets appearing in the financial statement or otherwise are held in the own name of the
company.

Our Opinion is not qualified in respect of above matters.
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Report on Other Legal and Regulatory Reguir¢ments

1.

As required by the Companies (Auditor’s Report) Order. 2016 (‘the order’) issued by the Central
Government of India in terms of sub-section (I1) of section 143 of the Act, we give in the
Apnexure "A" a statement on the matters specified in paragraph 3 and 4 of the Order, to the
extentapplicable.

As required by C&AG of India through supplementary directions dated 19.10.2014 issued under
section 143(5) of the Companies Act 2013, on ithe basis of information received from the
management, we give our report on the matter specified in the Annexure "B"attached.

As required by Section 143(3) of the Act, we reporithat:

a.

We have sought and obtained all the information and explanations which to the best of our
knowledge and belief were necessary for the purpcse of ouraudit.

In our opinion proper books of account as required by law have been kept by the Company so
far as it appears from examination of thosebooks.

Except for the possible effect of matter described in above paragraph, the balance sheet, the
Statement of Profit and Loss and the Cash Flow Statement dealt with by this Report are in
agreement with the books ofaccount.

Except for the possible effect of matter described in above paragraph,in our opinion, the
aforesaid standalone IND AS financial statements comply with the Accounting Standards
specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules,2014.

As per notification F No 1/2/2014-CL.-V dated 5" June 2015 Section 164(2), regarding
disquaiification of Directors, of the Conipanies Act 2013 does not apply to Government
Cornpanies;and

With respect to the adequacy of the internal {inancial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our separate Report in
Annexure “C”. Our report expresses a disclaimer of opinion on theadequacyand operating
effectiveness of the Company’s internal financial controls over financial reporting.

With respect to the other matters to be included in the Independent Auditors® Report in
accordance with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion
and to the best of our information and according {o the explanations given tous:

- The Company has disclosed the impact of pending litigations on its financial position
in its standalone financialstatements : Refer Note 34 of the financials statement.

- The Company has made provision in its financial statements, as required under the
applicable law or accounting standards, for material foreseeable losses on long term
contracts including derivativeco At_mjc’t{" R,
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- There has been no delay in transferring amounts required to be transferred, to the
Investor Education and Protection Fund by theCompany

For, RD N A AND CO LLP
Chartered Accountants

FRN: 004435C/C400033

&
Q, \fb . .
"'*v‘:igfri Ao Ramesh K \mar Singhania
Tmez=z®  Partner \ \

M.No. 041880
Place : Raipur,
Dated: 24/05/2019



ANNEXURE “A” TO THE INDEPENDENT AUDITOR’S REPORT

(Referred to in paragraph 2 under “Report on Other Legal and Regulatory Requirements® section of our

report of even date).

Report on Companies (Auditor’s Report) Order, 2016 (‘the Order’) issued by the Central Government in

terms of Section 143(11) of the Companies Act, 2013 (‘the Act’) of Chhattisgarh State Power

Transmission Company Limited (‘the Company”)

1. Inrespect of the Company’s fixed assets:

a)

b)

c

The Company has maintained records of fixed assets but it doesn't reflects quantitative details,
Location, year of purchase for assets purchased prior to financial year 2000-01. original cost,
and Suppliers details and the separate identity of individual assets (i.e. are not marked with

identification codes).

As explained by the management, the fixed assets were physically verified during the year by
the Management in accordance with a regular programme of verification: however, in the
absence of any physical verification reports/programmes produced before us, we are unable to

comment on the reasonableness of intervals of the physical verification.

According to the information and explanations given to us. the titie deeds, comprising all the
immovable vroperties of land and buildings which are freehold, are heid in the name of the
Company as at the balance sheet date, however, these have not been examined by us as the

same were not provided for verification.

In respect of immovable properties been taken on lease and disclosed as fixed asset in the
standalone financial statements, we have been informed that the lease agreements are in the
name of the Company, however these have not been examined by us as the same were not

provided for verification.

2. Asexplained io us, the inventories were physically verified during the year by the Management at

reasonable intervals but records for all stores/inventory location have not been produced before

us to verify such physical verification hence, we are unable to comment on the reasonableness of

intervals of the physical verification.

3. The Company has not granted any ioans, secured or unsecured, to companies, firms, and limited

liability partnerships or other parties covered in the register maintained under Section 189 of

theAct.




In our opinion and according to the information and expianations given to us, the Company has
complied with the provisions of Sections 185 and 186(except. unusual advances against
materials/services) of the Act in respect of grant of loans. making investments and providing

guarantees and securities, as applicable.

The Company has not accepted deposits during the year and does not have any unclaimed deposits
as at March 31, 2018 and therefore, the provisions of the clause 3 (v) of the Order are not

applicable to the Company.

The maintenance of cost records mandated by the Central Government under section 148(1) of the

Companies Act, 2013 are applicable but the same has not produced before us for verification.

According to the information and explanations given to us, in respect of statutorydues:-

a) According to the information and explanations given to us and the records examined by us,
the Company is generally regular in depositing undisputed statutory dues including
Provident Fund, Employees’ State Insurance, Income Tax, Sales Tax, Service Tax, Duty of
Customs, Duty of Excise, Value Added Tax, Cess ,GST and any other statutory dues with
the appropriate authorities, wherever applicable and there are no such outstanding dues as
at March 31, 20‘.8, for a period of more than six months from the date they became

payable except,

'SL.No. | Nature of dues Amount  in
Lakh.
1 Service Tax Payable 7.32
2 Entry Tax Payable 2.77
3 Vat/WCT Payable 7.84

b) According to the information and explanations given to us, the disputed amounts payable
in respect of provident fund, income tax, sales tax, wealth tax, service tax, duty of
custorns, value added tax, cess and other material statutory dues aggregating to Rs 745.59,
that have not been deposited on account of matters pending before the appropriate

authorities are as under;




8.

10.

11.

S.No !Name  of | Nature of the | Amount in lfkj’réﬁbnd__ to | Forum where dispute

the Statute | duties lakh which the | is pending
(Excluding | amount relates
deposit
L paid) L
1. | Entry Tax | Entry Tax 229.00 F.Y.2011-12 Assistant
Act,1976 Commissioner,
Commercial Tax,
Raipur, Division 1
2. | Entry Tax | Entry Tax 37.00 F.Y.2013-14 | Assistant
Act, 1976 Commissioner,

Commercial Tax.
Raipur, Division 1 |
3. I Income Tax | Income Tax 27,738.00 A.Y.2003-04 | High Court of

Act. 1961 Chhattisgarh &
T Appellate Tribural,
Mumobai
4. | Income Tax | Income Tax 37,336.00 AY.2006-07 | Income Tax Appellate
Act, 1961 Tribunal(ITAT),
Mumbai
5. | Income Tax | Income Tax 9,219.00 A.Y.2008-09 | Commissioner of Income
Act. 1961 Tax (CIT) (A) / Income
1 Tax Appellate Tribunai
| ! (ITAT).
| TOTAL 74,559.00 |

In our opinion and according to the information and explanations given to us, the company is
regular and not defaulted in repayment of loans or borrowing to a financial institution. bank,
Government or dues to debenture holders except State Government loan Rs. 1568.71 lakh and its

interest thereon.

In our opinion and according to the information and expianations given to us, money raised by
way of the term loans have been applied by the Company during the year for the purposes for
which they were raised or as per purposes revised with appropriate approvals. The Company has
neither rgaised any moneys by way of initial public offer / further pubiic offer (including debt

instruments) nor were such proceeds pending to be applied, during the currentyear.

To the best of our knowledge and according to the information and explanations given to us, no
fraud by the Company and no fraud on the Company by its ofiicers or employees has been noticed

or reported during the year.

I our opinion and according to the information and explanations given to us, the Company has
paid / provided managerial remuneration in accordarice with the requisite approvals mandated by

the provisions of Section 197 read with Schedule V ‘o theAct.
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12.

13.

14.

15.

16.

The Company is not a Nidhi Comipaity and hence reporting under clause 3(xi1) of the Order is

notapplicable.

In our opinion and according to the information and explanations given to us the Company is in
compliance with Section 177 and 188 of the Act, where applicable, for all transactions with the
related parties and the details of related party transactions have been disclosed in the standalone

financial statements as required by the applicable accounting standards.

During the year, the Company has not made any preferential allotment or private placement of
shares or fully or partly convertible debentures and hence reporting under clause 3(xiv) of the

Order is not applicable to theCompany.

In our opinion and according to the information and explanations given to us, during the year the
Company has not entered into any non-cash transactions with its Directors or persons connected to

its Directors and hence provisions of Section 192 of the Act are not applicable.

The Company is not required to be registered under Section 45-1 of the Reserve Bank of India

Act, 1934

For, RD N A AND CO LLP

Chartered Accountants

004435C/C400033

M.No. 041880

Place : Raipur

Dated :24/05/2019



ANNEXURE-"B "

L- Directions under section 143(5) of the Companies Act 2013

Sl No. ‘ Directions

Remarks/Comment

]

Weather the Company has clear title/lease deeds
for freehold and leasehold respectively? If not
please state the area of frechold and leasehold

land for which title/lease deeds are not available
?

As informed to us, the Company has clear
title/lease deeds for freehoid and leasehold
respectively, however these have not been
examined by us as the same were not
provided for verification.

inventories lying with third parties & assets
received as gift/grant(s) from the Govt. or other
authorities.

2 Please report whether there are any cases of Based on our audit and as per explanation
waiver/write off of debts/loans/interest etc., if | received from management, their are no
yes, the reasons there for and the amount | cases of waiver/write off of debts/interest
involved. etc exceptthe company has write off an

amount of Rs.4154 lakh towards revenue
subsidy receivable from the state
government.

3 Whether proper records are maintained for | Based on our audit and as per explanation

received from management, No inventories
are lying with third parties and no assets
have been received to the company as gift
from Government or other authorities for
the year.




ANNEXURE-"B "

II:-Sub directions under section 143(5) of the Companies Act 2013, Power Sector

Sl No.

Directions

Remarks/Comment

1

Adequacy steps to prevent encroachment of idle
land owned by Company may be examined. In
case land of the company is encroached. under
litigation, not put to use or declared surplus,
details may beprovided.

In order to prevent encroachment of land
under possession of CSPTCL, the area is
protected by providing area fencing by
Barbed wire or by constructing boundary
wall around it. Field authorities regularly
visit various companies' premises to ensure
that there is no encroachment. In case any
such activity is observed, the same is
removed wiith the aid of local revenue
officials.

Where land acquisition is involved in setting up
new projects, report whether settlement of dues
done expeditiously and in a transparent manner
in all cases. The cases of deviation may please
be detailed.

The company being a state government
company acquires the land for new projects
as per the prescribed procedure of
Revenue/Forest and MOEF department.
The company makes its sincere effort to
locate the site preferably on revenue land.
If at all suitable revenue land is not
available, then alternative land is examined
in Forest/Private land. The land acquisition
for forest land is done as per the guidelines
issued by the Ministry of Environment &
Forest. Similarly private land acquisition is
carried cut through revenue officials as per
their prescribed procedure and there is
complete transparency in processing of
thesc acquisitions.

However, as informed to us, no fresh
acquisition of land has been made by the
company for the year under audit.

Whether the Company has an effective system
for recovery of revenues as per contraciual
terms and the revenues is properly accounted
for in the books of accounts in compliance with
the applicable accounting standards.

Being a state gevernment owned company
and regulaied by CSERC, the company
accounts its revenues as per tariff rate
prescribed by the regulators and as per
accounting standards prescribed except
unusual delay in recoveryof revenues from
CSPDCL.In absence of related
information, Revenue related to Penalty
charges on delays in contract and O&M




charges are not commented upon for.

SI. No.

Directions

Remarks

How much transmission loss in excess of
prescribed norms has been incurred during the
year and whether the same been properly
accounted for in the books of accounts.

As informed to us, CSERC has set a target
transmission loss of 3.22% vide its tariff
order, however the company has incurred
actual transmission loss of 3.05% which is
within the prescribed limits.

Further, as per the directives of CSERC,
the transmission loss is recovered from the
open access customers, hence accounting
effect of the transmission losses in the
books of the company is 'Nil'.

Whether the assets constructed and completed
on behalf of other agencies and handed over to
them has been properly accounted for in the
financial statements.

The Cost incurred on abandoned projects may
be quantified and the amount actually written-
off shall be mentioned .

As per the stated policy and the
methodology consistently adopted by the
company, any amount received from
consumer against erection of capital assets
are initially accounted as "Deposit Work"
(Under liability). Post completion of such
assets, the amount of "Deposit Work" is
adjusted against the cost of assets. Deposit
work done for other agencies are not
handed over to them and shown under PPE
at Nominal Value.

As informed to us by the Management .
during the year there are no abandoned
projects hence reporting is not applicable.




ANNEXURE “C”
TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE STANDALONE
FINANCIAL STATEMENTS OF

CHHATTISGARH STATE POWER TRANSMISSION COMPANY LIMITED

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act™)

We were engaged to audit the internal financia! controls over financial reporting of Chhattisgarh State
Power Transmission Company Limited (“the Company”) as of March 31, 2018 in conjunction with our
audit of the financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial controls
based on “the internal control over financial reporting criteria established by the Company considering
the essential components of internal control stated in the Guidance Note on Audit of Internal Financial
Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India™]. These
responsibilities include the design, implementation and maintenance of adequate internal tfinancial
controls that were operating effectively for ensuring the orderly and efficient conduct of its business,
including adhererice to company’s policies, the safeguarding of its assets, the prevention and detection of
frauds and errors, the accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act,2013.

Auditors® Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial
reporting based on my/our audit conducted ir accordance with the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting (the “Guidance Note™) and the Standards on Auditing, to the
extent applicable to an audit of internal financial controls, both issued by the Institute of Chartered
Accountants of India.

Because of the matter described in Disclaimer of ipinion paragraph below, we were not able to obtain
sufficient appropriate audit evidence to provide a basis for an audit opinion on internal financial controls
system over financial reporting of theCompany.

Meaning of Internal Financial Controls Over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for externai purposes in accordance withgenerally accepted accounting principies. A




company's internal financial control over firancial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail. accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactionsarerecordedasnecessarytopermitpreparationoffinancialstatementsinaccordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company's assets that could have a material effect on the financialstatements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the
possibility of collusion or improper management override of controls, material misstatements due to error
or fraud may occur and not be detected. Also, projections of any evaluation of the internal financial
controis over financial reporting to future periods are subject to the risk that the internal financial control
over financial reporting may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Opinion
According to the information and explanations given tc us and based on our audit, the following internal
control weaknesses have been identified as at March 31, 2018:

a) Opening balances for PPE are still not posted in SAP. In SAP records for PPE are not complete so
company have maintained complete list of PPE in excel and accordingly deprecation calculation is
manually carried out and not through SAP. This indicates inadequate control in charging

deprecation.

bj in most cases, the expenditures are routed through Staff Designated account, for example E.E
Civil Dept. at Division level, instead of making paymentdirectly to the vendors or staff, the same
practice need to discontinue immediately for better internal control.

¢) During the year, the purchase of medicine by concern department has been expense out directly
amounting to Rs. 45.78 lakhs without any store procedures regarding inventorisation, the same
need to be looked into.

d) The company has not maintain proper journal vouchers for day to day accounting purpose, and the
voucher number of SAP is different from the manual vouchers in most of the payment cases.
There are huge gaps between the positing date and voucher date.

e) The company should compare it budget versus actual expenditure in periodical interval through
SAP for a better overall internal control of the company.

f) The company has more than 50 TAN number tor TDS compliances, it is a very much tedious
process to have a internal control for proper deduction, payments, filling and issuing TDS
certifications on timely manner, we suggest to maintain the same at least on Regional office level/
or H.O Level.




g)

h)

),

k)

In most cases the company is correcting manually on the invoices (after giving purchase order)
regarding huge corrections instead of revised invoices, the same practice need to discontinue
immediately.

In some cases the company is collecting the bank fixed deposit as security deposit against its
work/service contract but the F.D is not in the name of Manager H.Q CSPTCL. For example-
Tech Support Infrastructure Ltd of Rs. 9.64 Lakh

Company is withholding of Service Tax, VAT, and GST from the suppliers but as per our view
there is no such legal requirement of such detention of money from the suppliers/contractors, the
same need to be reviewed by the management.

Deletion /sale of fixed assets are not recorded properly, (routed through stores) by which actual
deletions are not reflected and further addition to PPE are at reduced value. In the absence of
information, we are unable to comment on the same.

Price difference for purchase of stores and other items have being debited as expense (E20 00106).
Ideally it should not be debited to Statement of Profit and Loss but need to be adjusted with
respective asset/liability account.

The companies need to improve its internal control in Human Resources departments.

i) In most of the cases the posts are lying vacant (i.e. as explained by the management, out of
the total requirement of

(i) They are managing through outsourcing or contracting staff; for example each EE/CE
office have more than five to six¥ computer operator for their days to day operations.

(iii)  The company has so far not installed a Time Punching machine for all its office for time
record keeping of our statfs in and out time.

(iv)  The company also does not have the systemn to record the leaves taken by the employec in
SAP.

m) Service Tax/Goods and Service Tax (GST)

¢ We have observed that Company has not paid GST/Service Tax liability in few
cases/income. For instance; Rental Incomes, O&M charges, Penalty & Miscellaneous

receipts etc.

n) Tax Deducted At Source (TDS)

* In most of the cases on advance payment to contractors the company is not deducting TDS

properly as required by the income tax Act 1961.
¢ Company is not deducting TDS on Compensation paid for land.

e Payments which are done by DO in regard to legai & professional for which TDS has not
been deducted properly.

* The company has not deducted TDS on lease line payment amounting Rs.7,78,800/- u/s
194 1.

®  On hiring of professional service of Chartered Accountant TDS have being deducted @2 %
instead of 10 %.




0) According to the information and explanations given to us, the company is in the process of
establishing its internal financial control over financial reporting on criteria based on or considering
the essential components of internal control stated in the Guidance note on Audit of Internal

Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants

oflndia.

Because of these reasons and weaknesses, we are unable to obtain sufficient appropriate audit evidence to
provide a basis for our opinion whether the Company had adequate internal financial controls over
financial reporting and whether such internal financial controls were operating effectively as at March 31,

2018.

We have considered the disclaimer reported above in determining the nature, timing, and extent of audit
tests applied in our audit of the standalone financial statements cf the Company, and the disclaimer does
not affect our opinion on the standalone financial statements of theCompany.

For, RD N A AND COLLP

Chartered Accountants

Place : Raipur
Dated: 24/05/2019



