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tndependent Auditor's Review Report on Unaudited Quarterly Financial Results of the Company for
the quarter ended 30th June 2024.

To

The Board of Directors,

M/s. Southern Power Distribution Company of Andhra Pradesh Limited,

Tirupati.

We have reviewed the accompanying statement of unaudited financial results of M/s. Southern Power

Distribution Company of Andhra Pradesh Limited ('APSPDCf' or "the Company") for the quarter ended

30.06.2024 ("Statement"), being submitted by the company pursuant to the requirements of Corporate

Governance Guidelines (Revised) issued by the Ministry of Power for state DISCOMS dated 27 .04.2023.

Management is responsible forthe preparation and presentation of this Statement in accordance with

the recognition and measurement principles laid down in Accounting Standard 25, "lnterim Financial

Reporting" prescribed under Section 133 of the Companies Act, 20L3 as amended, read with relevant

rules issued thereunder and other accounting principles generally accepted in lndia. The statement is

approved by the company's Board of Directors. Our responsibility is to express a conclusion on the

statements based upon our review.

We conducted our review of the Statement in accordance with the Standard on Review Engagements

(SRE) 2410, "Review of lnterim Financial lnformation Performed by the lndependent Auditor of the

Entity", issued by the lnstitute of Chartered Accountants of lndia (lCAl). This standard requires that we

plan and perform the review to obtain moderate assurance as to whether the financial results are free

of material misstatement. A review is limited primarily to inquiries of company personnel and analytical

procedures applied to financial data. A review is substantially less in scopethan an audit conducted in

accordance with Standards on Auditing and consequently does not enable us to obtain assurance that

we would become aware of all significant matters that might be identified in an audit and thus provides

less assurance than an audit. Accordingly, we do not express an audit opinion.

Basis for Qualified Conclusion:

L. The company has not reviewed the position of contingent liabilities in relation to litigations pending

with various authorities dealt at APPCC and the probability of outflow of resources as at 30.06.2024 (as

at 31.03.2024, < 4,236.38 crores). available to us, it is observed that the company has not made
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involved as on 31.03.2024 is { 1034.38 crores. Further it is observed that there are certain claims which

are rejected by the company, which have not been tracked and reviewed.

ln the absence of adequate information, we are unable to comment on the adequacy of provision made

and contingent liabilities as at 30.06.2024. Further, bifurcation of certain contingent liabilities into

various AP Discoms has not been carried out and there is no reconciliation of deposits made with the

various authorities, between the ledger balance and contingent liabilities schedule.

7. The company has not repaid the loans availed from Japan lnternational Cooperation Agency (JICA) and

World Bank citing the uncertainty of payment obligation on the company. Further, the company has not

made provision towards interest from the date of disbursement to 30.06.2024. ln the absence of

adequate information, we are unable to quantifythe impact on the on the financialstatements.

3. The Company disclosed an amount of \2,617 .97 crores as interest accrued and due on borrowing under

other current liabilities instead of disclosing under Borrowings, this includes outstanding instalments

which consists of both principal and interest amounts which remained unpaid as at 30.06.2024.1n the

absence of adequate information, we are unable to comment on the amount of Principal involved.

Further, this delay may result in late payment penalties, which may lead to higher finance cost and

corresponding reduction in the profitability of the company.

4. The company had secured a working capital loan from APPFCL prior to the bifurcation of APSPDCL into

APSPDCL and APCPDCL. The loan, along with its interest and principal repayments, is to be allocated

between the entities based on the energy ratio of 53.02:36.98. However, during our audit, we observed

that the company is not apportioning the interest due according to this ratio, leading to an

understatement of financial costs by <8.74 crores.

5. The Company has taken lCDs from M/s. APTRANSCO. An amount of 1438.94 crores was outstanding as

on 30.06.2024. However as per APPCC the outstanding balance as on 30.06.2024 is { 541.43 crores

thereby resulting in variance of 1102.49 crores. ln the absence of adequate reconciliation, we are

unable to comment on the value of lCDs as at 30.06.2024.

6. Tariff Subsidy from GOAP of { 1798.05 crores (including FPPCCA {79.45 crores) has been recognized in

respect of agriculture consumption under free category consumers (unmetered). Tariff subsidy is

determined based on consumption of units by above referred category of consumers. As there are no

meters, units consumed is estimated by a department within the company. As there is no sufficient and

appropriate evidence confi r

information provided to us.

ming the actual units consumed under such category, we d on the
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7. The company is accounting certain expenses related to administration and repairs & maintenance upon

making payment instead of accrual basis there by deviating the fundamental accounting policy. Details

of certain instances are as below:

a. AMC charges on servers. <78.64 lakhs accounted as expenses in the period of payment i.e., Ql/24-
25 though it pertains b QalB-24. Further, company has not made provision w.r.t the period

QLl24-2s.
b. Similarly, Lease charges of E-Cars/Vehicles of {88.92 lakhs. {2.16 crores, related to services such as

telecom sim services for employees, E-Car/Vehicle leases, the Annual Maintenance of IBM

Services, and Professional & Consultancy Services.

c. This omission has resulted in an understatement of expenses and understatement of loss.

g. Deposit with Courts - Deposits with court include an amount of 30.31 crore, as per the directives of

the Hon'ble Supreme Court, deposit is adjusted towards the liquidated damages recovered by APSPDCL.

As there is no possibility of recovering the deposit, company shall charge the deposit to profit and loss

account. As per the scheme of demerger of APSPDCL into APSPDCL and APCPDCL, bifurcation of this

deposit is to be made between SPDCL and CPDCL in Energy ratio (63.02:36.98). CPDCL portion of

Deposit (i.e.,7L.Zl crores) was not bifurcated and shown in the Current assets of the company. This

results in the overstatement of assets for the Q1 of FY 2023-24.

9. Additional Interest on pension Bonds - As per Retail Supply Tariff Order (RST) of FY 2024-25, Additional

interest on pension bonds to be recorded is <130.28 crores (i.e. {521.11 crores per annum) whereas

the company recorded an amount of {136.13 crores. This results in an overstatement of expenses by

{5.85 crores (136.13-130.28) and overstatement of loss.

10. Non accounting on FppCA - ln case of variance between approved power purchase cost and actual

power purchase cost for a particular month, Company is permitted to pass on the customer subject to

the approval of ApERC. This is referred as Fuel Power Purchase Cost Adjustment (FPPCA). Company is

charging FppcA to the extent of 0.40 paisa per unit to the customer on the subsequent month to billing

month. However, company has neither ascertained nor accounted the FPPCA at least on provisional

basis in case of variance among approved power purchase cost and actual power purchase cost is more

than 0.40 paisa for the respective month which resulted in an understatement of revenue and

overstatement of loss for the period Q1 FY 2023-24.In the absence of adequate information, we are

unable to comment on the impact on the financial statement.

11. Non accounting on Distribution True up - ln case of variance between approved distribution cost and

actual distribution cost, Company is permitted to pass on the customer subject to the approval of

ApERC. This is referred as Distribution True up orTrue down. However, company has nel

nor accounted the distribution True up or True down at least on provisional b
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contravention to accounting principles. ln the absence of adequate information, we are unable to

comment on the impact on the financial statement.

L2. Power purchase cost is subject to revision - Accounting of power purchase bills, debit / credit notes

which are provisional and are subject to revision at a later date (Fuel Cost Adjustment, Supplementary

claims such as Minimum Alternative Tax, lncome tax, Changes in law etc.). The consequential impact

on creditor's balances, profit for the year, if any, is presently not ascertainable.

Further, company has not made adequate provision towards banked energy units as on 30.06'2024

13. There are certain long pending balances like Advance to AP GENCO of I 733.7 crores and Trade payables

having debit balance of { 11.47.84 crores. These balances are neither adjusted nor reconciled. ln the

absence of adequate information, we are unable to comment on the impact on financial statements.

14. As per category 5(E) "Government/Private lift lrrigation Schemes" consumers are eligible for free power

up to 1200 units per HP per annum, beyond which consumers are billed as per rates specified in the

tariff order. We have observed that, while considering the limit of 1200 units per HP, total units

consumed are being considered from the march consumption month instead of April consumption

month.

15. Balance of Trade receivables, Trade payables, Suppliers, Contractors, ICD (DISCOMs), Deposits for

electrification service connections, long term and short-term Loans and Advances, Account balances

pertaining to merger of Anantapur and Kurnool Circles, Bifurcation of APSPDCL into APSPDCL and

APCPDCL, ICD from AP Transco, receivables from Government and other balances are subject to

confi rmations a n d fu rther adjustm ents u pon reconci liation.

i.6. Company has recorded all grants received in a single ledger account. Projects department is maintaining

the grants received and amount spent against each grant. However, on test check information given by

project department is not matching with books of accounts. Hence such amounts are subject to

reconciliation. Contributions/Specific Grants received from Consumers/Governments for creation of

tangible assets are recognized as "Reserves" on receipt basis, even before the creation of the said

assets.

17. Other current assets include { 382.92 crores receivable from State Government of Andhra Pradesh

(GoAP)towards reimbursement of salaries paid to Energy Assistants (G.O.Ms.No.110 dt. 19.07.20L9

read with Lr. No. ENE0U490 /zOLg). APSPDCL is availing the services of Energy Assistants (JLM G-ll) and

no amounts were reimbursed by GoAP since inception. On prudent basis, provision bove

shall be made, yet the company has not made the same resulting in underst

overstatement of receivable.

nd
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1g. As on 30.06.2024, company has recognized an amount of < 1200.75 crores as revenue stating that the

company has right on surplus energy generated by APGPCL. APGPCL approached Hon'ble High court of

Andhra pradesh and obtained stay order in their favour. ln such case, on prudence basis, company shall

not recognize revenue or shall recognize provision for the Same.

19. The company's provision policy for bad debts covers debtors outstanding beyond 4 years, other than

Government receivables and court-involved amounts. However, AS - 9 "Revenue Recognition"

mandates provision for doubtful debts when uncertainty arises post-revenue recognition (court cases).

Thus, the company's accounting policy misaligns with AS - 9 "Revenue Recognition". Company has a

practise of reviewing and accounting the provision for bad debts at the end of each financial year.

Therefore, company has not reviewed and made provision as at 30.06.2024 leading to an

understatement of provision towards bad debts'

20. The provision towards terminal benefits as at 30.06.2024 is 14,498.72 crores. For the year ended

31.03.2024, based on the actuarial valuation report, the shortfall in provision towards terminal benefits

is 1,094.54 crores. Company has made a provision of { 250 crores during Ql FY 2024-25 towards

terminal benefits on adhoc basis. However, as at 30.05.2024, the company has not obtained the

actuarial valuation report as at 30.06.2024 in order to review and make adequate provision towards

terminal benefits.

For Raju & Prasad

Chartered Accountants

FRN: 0034755

t
p Kumar

Partner
M. No: 223943

U Dl N : 242239438KCMQW5235

Place Hyderabad

Date: 28.08.2024
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