P. D. Agrawal & Co.

‘\C-/{\ Chartered Accountants

15/11- A, Civil Lines, Kanpur 208 001
Phone: 0512-2365142
Telefax: 0512 - 2304104

E-mail: sanjeev@pdagrawal.com

AUDIT REPORT

To,

THDC India Limted,
Corporate Office,

Ganga Bhawan, Bye Pass Road
Rishikesh-249201

Report on the Audit of the Project Financial Statements
Opinion

We have audited the accompanying special purpose financial statements of the
Vishnugad Pipalkoti Hydro Electric Project (VPHEP) of THDC financed by the International Bank
for Reconstruction and Development (IBRD) under Credit/Loan IN-80780 and implemented by
THDC India Limited. These financial statements comprise of the Balance Sheet, Profit & Loss
Account, Statement of Sources and Application of Funds and notes to the financial statements,
including a summary of significant accounting policies (collectively referred to as the “Project
Financial Statements”).

In our opinion, the aforesaid special purpose Project Financial Statements gives a true
and fair view of the financial position of the Project as at March 31, 2019, receipts and
disbursements of the Project for the year ended on March 31, 2019 and the expenditure of the
Project for the year ended on March 31, 2019, in accordance with the financial reporting
provisions of Section 5.09 of the General Conditions of the World Bank read with the Loan
Agreement no. IN-80780 dated 10" August 2011 and as described in other explanatory note no.
39 as referred in financial statement.

Basis for Opinion

We conducted our audit in accordance with the Standards on Auditing issued by
Institute of Chartered Accountants of India (ICAl). Our responsibilities under those standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the implementing agency in accordance with the
ICAlI's Code of Ethics for undertaking this assignment, and we have fulfilled our ethical




responsibilities in accordance with ICAI's Code of Ethics. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of Matter

The PFS is prepared to assist THDC India Limited to meet the financial reporting requirements
of the Project’s Loan agreement for Investment Project Financing Loan Agreement no. IN-80780
dated 10™ August 2011 in respect of preparation of the Project Financial Statements in a
manner to reflect the operations, resources and expenditures related to the Project. As a result,
these special purpose financial statements may not be suitable for another purpose. Our
opinion is not modified in respect of this matter.

Responsibilities of Management and those charged with Governance for the Project Financial
Statements

The Management of the implementing agency is responsible for the preparation and fair
presentation of the Project Financial Statements in accordance with the financial reporting
framework described in other explanatory note no. 39, to these financial statements and for
such internal control as management determines is necessary to enable the preparation of
Project Financial Statements that are free from material misstatement, whether due to fraud or
error.

The Management and those charged with governance are responsible for overseeing
the implementing agency’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Project Financial Statements

Our objectives are to obtain reasonable assurance about whether the Project Financial
Statements as a whole are free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes our opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with the Standards of
Auditing will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with Standard of Auditing, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

e identify and assess the risks of material misstatement of the Project Financial Statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement resulting from fraud is higher




than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

e obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the project’s internal control.

e evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management

e evaluate the overall presentation, structure and content of the Project Financial
Statements, including the disclosures and whether these financial statements present the
Project’s operations and underlying transactions and events in a manner that achieves fair
presentation in accordance with the financial reporting provisions described in other
explanatory notes on Accounts to the Project Financial Statements.

e Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

e provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.

Report on Other Legal and Regulatory Requirements
Further to our opinion on the Project Financial Statements we further report that:

a) we have sought and obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purposes of our audit;

b) in our opinion, proper books of accounts have been kept by the implementing agency
for Project purposes so far as appears from our examination of those books;

c) the Project Financial Statements dealt with by this report is in agreement with the books
of accounts;

d) the Project funds were utilized for the purposes for which they were provided;

e) expenditures, including assets created under the Project, shown in the PFS are eligible
for financing under the Project Financing Agreements;

f) Interim Financial Reports (IFR) submitted by the Project management can be relied upon
to support applications for withdrawal of the Loan, and adequate supporting
documentation has been maintained to support these claims;




g)

h)

Procurement has been carried out in line with the agreed procedures as detailed in the
Operations ~ Manual/Procurement  Manual/Project Implementation  Plan/Legal
Agreements; and

the Project has an adequate internal financial control system (including IT controls)and
such controls were operating effectively as at March 31, 2019 and the Project complies
with the provisions on financial management contained in the Operations
Manual/Project Implementation Plan/ Financial Management Manual, in all material
aspects.

For P.D. Agrawal & Co.
Chartered Accountants
Firm Reg. No..001049C

( ﬁn}e#ﬂfal)

Partner

( Membership No. 071427)
UDIN: 19071427AAAABR6151.

Place: Rishikesh

Pate: 18 DEC 2019



Rl P. D. Agrawal & Co.
QA Chartered Accountants

N 15/11- A, Kailash Kuti Appartment
Civil Lines, Kanpur 208 001

Phone: 0512-2365142

E-mail: sanjeev@pdagrawal.com

Management Letter for the FY 2018-19

To}

THDC India Limited
Corporate Office,

Ganga Bhawan, Bye Pass Road
Rishikesh-249201.

1. Observations on the deficiencies/weaknesses on the accounting records, systems, and
controls that were examined during the audit and management’s response to these
together with specific recommendations —no such deficiencies or weakness found.

2. Any identified internal control weaknesses related to the procurement process such as,
over the bidding, evaluation and contract management domains —no such weakness
found.

3. Specific deficiencies and areas of weakness in systemé and controls identified during
the audit and recommendation for their improvement - no such area of weakness.

4. Elaboration of the audit qualifications, if any, made in the audit report — no such
qualification.

5. Degree of compliance of the financial covenants in the financing agreements —
THDCIL has complied with finance covenants in the financing agreements.

6. Communicate matters that have come to attention during the audit which might have
a significant impact on the implementation of the project — no such matters found.

7. Adequacy of compliance with previous audit findings/recommendations in the Audit
Report/Management Letter and status of any issues which remain to be addressed and
any issues which recurred — no such observations.

8. Bring to the Managément’s attention any matter (s) that might have a significant
impact on the implementation of the project or that the auditor considers necessary
and pertinent — no such observations.

9. Describe the sampling methodology followed in audit — Test Check basis.

For P.D. AGRAWAL & CO.
Chartered Accountants
FRN (Firm Reglstratlon No.) 001049C of ICAI

ﬂ‘ [,tﬂ

(Sanjee A awal), CA
Partner
Membership No. :-071427

Dat]: e DEC 2019' 3

Place: Rishikesh




PFS-I

THDC INDIA LIMITED- VISHNUGAD PIPALKOTI HYDROELECTRIC PROJECT(VPHEP)

IBRD Loan no. 80780-IN

STATEMENT OF SOURCES & APPLICATION OF FUNDS
REPORT FOR THE YEAR ENGED 31.3.2019

Amount in (%)

Current Year ended 31st

Previous Year

Project to date as at

Particulars March 2019 ended 31st March 31st March 2019
2018
Opening Balance:
Opening Balance in IBRD designated Account at Corporate 94,841.30 94,977.00
Opening Balance in IBRD Special Account at Project 6,98,84,149.00 3,33,93,129.20
Opening Balance in Project Bank Account — Counterpart 1,26,04,767.57 2,39,90,439.24
Total Opening Balance 8,25,83,757.87 5,74,78,545.44 -

Receipts:

IBRD - Advances

45,00,00,000.00

5,31,94,00,000.00

IBRD - Direct Payments/ Special Commitments

84,10,75,759.00

IBRD - Reimbursements works

3,51,15,321.00

IBRD - Reimbursements -consultancy

6,56,28,165.00

Upfront fees/ Front End Fees

7,95,16,080.00

3,63,84,670.00

13,04,82,944.00

27,81,72,425.00

linterest During Construction including Accrued interest

|Repayment of loan (29,87,99,805.00) (13,15,25,550.00) (43,03,25,355.00)
Total IBRD Funds (a) 18,75,84,865.00 (10,42,606.00) 6,18,85,82,395.00
Counterpart Funds/inter unit (b) 2,18 64 83,369.50 2,39,26,89,332.83 10,07,61,96,016.35
Repayment of above loan from THDCIL own sources 29,87,99,805.00 13,15,25,550.00 43,03,25,355.00
Total Receipts (a+b) 2,67,28,68,039.50 2,52,31,72,276.83 16,69,51,03,766.35
Interest Earned on IBRD Funds (if any) -
Total Sources of Funds (A) 2,75,54,51,797.37 2,58,06,50,822.27 16,69,51,03,766.35
Expenditures by Component:
Expenditures by Component - IBRD
A. Upfront fees/Front End Fees - - 7,95,16,080.00
B. Interest During Construction including Accrued interest 3,63,84,670.00 13,04,82,944 00 27,81,72,425.00
C. Works payments, Mobilisation and other advances 36,92.68,813.34 89,73,16,517.86 6,73,45,81,462.20
D.Interset to be received from World Bank 18,50,89,584.00 18,50,89,584.00
E. Consultancy Services 1,83,53,881.08 4,83,40,661.00 15,78,61,557.08
Total IBRD Expenditure (B) 60,90,96,948.42 1,07,61,40,122.86 7,43,52,21,108.28

Expenditure by Component — Counterpart

Land

12,23,462.00

24,10,01,208.50

Building & Civil Works Assets

2,11,68,349.00

46,16,60,437.11

1.94,05,42,713.24

Vehicles & Other Office Equipment 69,07,997.40 1,70,15,238.10 49,95,35,663.20
EDC Pending Allocation (Net) 3,96,980.02 12,31,710.66 12,02,790.53
Dam & Barrages & other CWIP (Net off capitailsation) 4,98,35,46,845.36 (62,44 ,88,384.31) 3,38,67,08,074.17
R&R, Afforestation & S&I 6,48,18,065.04 12,38,18,302.19 1,36,86,09,654.39
Non Current Assets (Net off non current Liability) (3,87,55,03,492.27) 64,53,17,426.67 18,72,51,477.39

Current Assets (Net off Current Liabilities)

(18,56,63,150.45)

8,08,88,355.15

(37,79,73,357.61)

Depreciation

(9,35,41,706.20)

(15,35,37,906.03)

(62,07,28,209.79)

other Assets until adjustmnet ( Working Capital Advances)

1,04,77,76,889.00

86,87,98,300.00

2,45,72,84,572.00

Total Counterpart Expenditure (C )

1,96,99,06,776.90

1,42,19,26,941.54

9,08,34,34,586.02

Total Project Expenditure D= (B+C) 2,57,90,03,725.32|  2,49,80,67,064.40 16,51,86,55,694.30

Closing Balance (E=A-D) 17,64,48,072.05 8,25,83,757.87 17,64,48,072.05

Closing Balance in IBRD designated Account at Corporate 94,752.80 94,841.30 94,752.80
office

Closing Balance in special Account at Project site (IBRD) 8,95,49,668.70 6,98,84,149.00 8,95,49,668.70

Closing Balance in Project Bank Account (Counterpart) 8,68,03,650.55 1,26,04,767.57 8,68,03,650.55

Total Closing Balance 17,64,48,072.05 8,25,83,757.87 17,64,48,072.05

Previous Year's figures has been regrouped/Rearranged/recast wherever necessary
Itis certified that the proceeds of the loan provided by the World Bank have been used only for the purposes for which the loan was granted, with due
attention to considerations of economy and efficiency and without regard to political or other non-economic influences or considerations.

As per our Report of Even date Attached

For P.D. AGRAWAL & CO.
Chartered Accountants

FRN (FirmgRegistration Number) 0010490 of ICAI
f ST
4 v ! ‘-‘ [ y

(Sanjeev A rawal)
Partner
Membership No. :-071427

4, 8,DEC 200

Qe

(Srika Banerjee )

DGM (Finance-Pipal Koti)

THDC INDIA LIMITED
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PFS-I

THDC INDIA LIMITED- VISHNUGAD PIPALKOTI HYDROELECTRIC PROJECT(VPHEP)

IBRD Loan no. 80780-IN

RECONCILIATION OF CLAIMS TO TOTAL APPLICATION OF FUNDS
REPORT FOR THE YEAR ENDED 31.03.2019

Particulars

Schedules

Amount in )

Current Year ended
31st March 2019

Previous Year
ended 31st March
2018

Project to date as at
31st March 2019

IBRD Funds received from World Bank(net of
repayment )

9,90,82,153.00

(5,31,60,648.00)

6,10,00,79,683.00

Less: closing Balance in Designated and
Special Account

8,96,44,421.50

6,99,78,990.30

8,96,44,421.50

Balance IBRD funds Available (A) 943773150 | (12,31,39,638.30)| _ 6,01,04,35,261.50
Ig;f' IBRD Funded Expenditure during the 60.90,96,948.42 | 1,076140,122.86 | 7.4352,21,108.28
Less:

- Interest Accrued but not due 8,85,02,712.00 5,21,18,042.00 8,85,02,712.00

- Ineligible expenditures certified by the
Auditors

-Expenditure not Claimed

40,15,82,918.28

41,47,30,440.00

81,63,13,358.28

- Closing Balance in Designated and Special
Account

8,96,44,421.50

6,99,78,990.30

8,96,44,421.50

Total Eligible Expenditure (B)

2,93,66,896.64

53,93,12,650.56

6,44,07,60,616.50

Note- 1. IBRD funds includes interest accrued but not due as on 31st March 2019 388502712 (Previous Year ¥ 52118042)

As per our Report of Even date Attached

For P.D. AGRAWAL & CO.
Chartered Accountants

FRN (Firm Registration Number) 001049C of ICAI

9</a U

(Sanjeev Agrawal);
Partner
Membership No. 071427

o4 § DEC 20V

THDC INDIA LIMITED




THDC INDIA LIMITED- VISHNUGAD PIPALKOTI HYDROELECTRIC PROJECT(VPHEP)

SCHEDULE-I OF PFS-II

Amount in (%)

Current Year ended

Previous Year

Project to date as at

Particulars 31st March 2019 ended 31st March 31st March 2019
2018

Upfront Fees 0.00 0.00 7,95,16,080.00

Mobilisation Advance for Civil

works (Direct payment by - - 84,10,75,759.00

World Bank )

Advances 45,00,00,000.00 5,31,94,00,000.00

IBRD - Reimbursements 3 5 3,51.15,321.00

works

IBRD - Reimbursements - 6.56,28,165.00

consultancy

Interest 3,63,84,670.00 13,04,82,944.00 27 81 72 425.00

;ess Interest Accrued but not 8,85,02,712.00 5,21,18,042.00 8.85,02,712.00
ue

Less Previous year amount to

be reimbursable

Less - repayment of loan 29,87,99,805.00 13,15,25,550.00 43,03,25,355.00

Total

9,90,82,153.00

(5,31,60,648.00)

6,10,00,79,683.00

Schedule Il of PFS-l|

Expenditure not Claimed

Amount in )

Current Year ended Previous Year | Projectto date as at
Particulars 31st March 2019 ended 31st March 31st March 2019
2018
Consultancy payments (2,92,15,934.92) 4,75,69,816.00 1,83,63,881.08

Works and supplies

24,57,09,269.20

36,71,60,624.00

61,28,69,893.20

Interest

18,50,89,584.00

18,50,89,584.00

Total

40,15,82,918.28

41,47,30,440.00

81,63,13,358.28




Reconciliation for the year 2018-19

(Amount in INR)

S.No. Particulars IBRD
Year to date Cumulative to date

A AMOUNT OF REPORTED EXPENDITURE

i Total project Expenditures as per PFS-I 2,57,90,03,725.32 16,51,86,55,694.30
ii Less: In-eligible expenditure( Counter part expenditure) 1,96,99,06,776.90 9,08,34,34,586.02
iii Net project expenditure as per PFS (i-ii) 60,90,96,948.42 7,43,52,21,108.28
iv Net reimbursable from World BanK 60,90,96,948.42 7,43,52,21,108.28
v Reimbursable expenditures as reported in IUFR 60,90,96,948.42 7,43,52,21,108.28
B DIFFERENCE (iv-v) - -

& ANMOUNT OF WB FUNDS RECEIVED (NET OF REPAYMENT)

vi Total funds received from the Bank as per PFS- Il 9,90,82,153.00 6,10,00,79,683.00
vii Total Funds disbursed as per the World Bank 9,90,82,153.00 6,10,00,79,683.00
D DIFFERENCE (vi-vii) = -

E EXCESS/ SHORT CLAIM, if any (B-D) - -

(Srikanta _Banerjee )

DGM (Finance-Pipal Koti)
THDC INDIA LIMITED

As per our Report of Even date Attached

For P.D. AGRAWAL & CO.
Chartered Accountants
FRN (Firm Registration Number) 001049C of ICAI

w -,~
(Sanjeev Z;rawf(l‘),{-’ (,

L

Partner LR
Membership No. :-071427 *

Date1 8 DEC 20“9

Plage: Rishikesh




- Total Funds from World bank

(Amount in INR)

Particulars upto 31.03.2019
IBRD - Advances 5319400000
IBRD - Direct Payments/ Special Commitments 841075759
IBRD - Reimbursements
Consultancy 65628165
supply and works 35115321
A. Upfront fees 79516080
B.IDC 189669713
Total 6530405038
Accrued Int as on 31.03.2019 88502712
Total 6618907750
6618907750
Less repayment of Loan -430325355
Total 6188582395
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World Bank Designated Account at Rishikesh

Statement Showing Fund at PNB - Rishikesh during 2018-19
Amount (in Rs.)

1.0pening Balance as on 01-Apr-2018 94,841.30
2. Amount Received from World Bank during 2018-19 45,00,00,000.00
3.Amount Received other than World Bank funds for transfer to VPHEP during 2018-19 69,99,99,911.50
4. Fund Transfer to VPHEP from Rishikesh PNB during 2018-19 1,15,00,00,000.00
5. Closing Balance as on 31-Mar-2019 (1+2+3-4) 94,752.80

World Bank Designated Account at VPHEP, PipalKoti

Statement Showing Fund at PNB - VPHEP during 2018-19

Amount (in Rs.)
1.0pening Balance as on 01-Apr-2018 6,98,84,149.46
2.Fund Received from Rishikesh during 2018-19 1,15,00,00,000.00
3. Payments Made Druring 2018-19 . 1,13,30,80,498.91
4. Closing Balance as on 31-Mar-2019 (1+2-3) 8,68,03,650.55

(Srikanta Banerjee)
DGM (Finance-Pipal Koti)
THDC INDIA LIMITED

As per our Report of Even date Attached

For P.D. AGRAWAL & CO.
Chartered Accountants
FRN (Firm Registration Number) 001049C of ICAI

Partner
Mempership No. :-071427 -

Date:1 8 DEC 2019

Place: Rishikesh
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