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CHARTERED ACCOUNTANTS

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

To

The Board of Directors,

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

Tirupati.

We have reviewed the accompanying statements of Unaudited Financial results of M/s. Southern
Power Distribution Company of Andhra Pradesh Limited ('APSPDCr'or "the Company") for the
quarter ended 30th September 2024, being submitted by the company pursuant to the
requirements of Corporate Governance Guidelines (Revised) issued by the Ministry of Power for
state DlscoMS dated 27.04.2023.

Management is responsible for the 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, 2013 as amended, read

with relevant rules issued thereunder and other accounting p rin ciples generally accepted ln ln dla.

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 scope than 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:

1. Fuel and Power Purchase Cost Adjustment (FPPCA) lor FY 2022-23 and FY 2023-24: The

company has submitted claims to the Hon'ble Andhra Pradesh Electricity Regulatory Commi

(APERC) for approval of the Fuel and Power Purchase Cost Ad.justment (FPPCA) pertaining t
financial years 2022-23 and 2023-24. These submissions have been made in accordance wit
Second and Fourth Amendments to APERC Regulation No. 4 of 2005, which governs the

and Conditions for Determination of Tariff on Wheeling and Retail Sale of Electricity. The cl
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includ e amounts of 11,955.09 crore for FY 2022-23 and {3,253.79 crore for FY 2023-24, recorded
u nder Unbilled FPPCA.

As per the guidelines issued by the Ministry of Finance, Government of lndia, on the additional
borrowing limit of 0.50%, no new regulatory assets (or uncovered losses or similar provisions)
shall be recognized. ln light of these guidelines, the accounting policy mentioned in clause 3.1. d

is inconsistent with the directives and regulations of the Hon'ble APERC. Since the regulations of
the Hon'ble APERC and the Ministry's guidelines take precedence over accounting standards and
principles, the adoption of such an accounting policy has led to Understatement of provision and
loss by 1 5208.88 crores (FY 2022-23: {1,955.09 crores and FY 2023-24: {3,253.79 crores).

2. Recognition of Provisional True-Down Costs for F\ 2023-24: During FY 2023-24, the company

recognized <457.27 crore as an additional provisional true-down, based on a letter received from
APTRANSCO in May 2024. This amount was adjusted against the liability of power purchase costs

(towards transmission charges). Whereas Hon'ble APERC approved a provisional true-down of
{196.98 crores only in the 4th Control Period through the RSTO for FY 2024-25. Recognition of
true-down cost of { 760.29 Crorc (i.e. <457 .27 Crore - { 196.98 Crore) is subject to the approval

of Hon'ble APERC. As a result, the company should have recognized only to the extent of {196.98

crores instead of <,457.21 crores. Failure to do so has resulted in an understatement of power

purchase cost and trade payables by <260.29 crore for FY 2024-25.

3. Accounting for lnterest on Outstanding FRP Bonds issued to AP Genco: As on 30.09.2024,

Liability of the company with regard to FRP Bonds issued to AP Genco is { 211.15 Crores. Under

the UDAY Scheme (Ujwal Discom Assurance Yojana) initiated by the Government of lndia, the

Government ofAndhra Pradesh issued GO.Rt.No.11 dated January 79,20)3, to take this liability.

Howevet the liability to AP Genco is not discharged by the company or GoAP ln view of the same,

company is lia ble to pay interest for the period from October 2016 to September 2024 amounting

to {168.71 crores (appox) resulted in understatement of finance costs for prior periods,

understatement of profit and understatement of liability of 1168.71 crores.

4. Long outstanding advance to APPDCL: As of March 37, 7024, company has paid advance of

<578.33 crores towards power purchase. During the half year further advance of { 921.60 crores

was paid and an amount of { 669.53 crores adjusted towards power purchases. Thus, advance

outstanding as at 3oth September,2024 is { 830.40 crores. On the other hand, company has
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not analysed the reasons for such long outstanding or credit balance and hence no accounting

treatment is given in the financial statements. ln the absence of adequate information, we are

unable to comment on the financial impact.

6. The Hon'ble APERC recommended to maintain a fund of {74 crores (between FY 20L7-1.8 and FY

2023-24) and < 10 crores (During FY 2024-25) towards compensating victims of electrical

accidents. This is considered as part of Aggregate Revenue Requirement (ARR). As on 30.09 .2024,
ear marked funds for such purpose are < 0.52 crores only. During this period, company has spent

<41.24 crores towards such compensation. Thereby resulting in shortfall earmarked funds of {
42.24 crores.

Apart from the above, as on 30.09.2024 company has received claims for { 6.86 crores (claims

received and assessment orders passed of { 0.55 crores and claims received and assessment is

in progress of { 6.31 crores (< 4.05 crore for FY 2023-24 and { 2.36 crore for FY 2024-25) towards

compensation. Whereas company has the practice of accounting such compensation on payment

basis. This practice has resulted in understatement of expenses and other liabilities of {6.86
cro res.

7. Long Pending Capital Work-in-Progress: As of March 31,,2024, Capital Work-in-Progress (CWIP),

including lntangible Assets under Development, comprises 68,184 open work orders totalling
<4,278.55 crore. Upon a detailed verification it is noted as below

Latest date of issue of material or
progress to a work order falling

No. of work
orders

Amount
in Crores

More than 3 years 5,864 265.L3

2 to 3 years 6,23r 325.19

1 to 2 years L7,419 L,599.44

0 to L years 38,670 2,088.78

Total 58,184 4,278.55

Above information indicates either work has been completed but not capitalised for reasons like

pending documentation or work has been abandoned. However, the company has not reviewed

the status of each workorder to understand the underlying reason and to either capitalise or to

provide impairment of work in Prog ress. Hence, we are unable to comment on the impact o

financial statements.

We have verified certain workorders on sample basis and observed that, CWIP includes 65

orders related to PowerTransformers (PTRs) and Sub-stations (SS), of which 54 works, valu

<171,.92 crore, were completed and commercially charged as of March 37,2024. These a
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were not capitalized as PPE, contrary to AS-L0, leading to overstatement of CWIP and
understatement of PPE by <171,.92 crore, understatement of depreciation expense by {15.44
crore (including 16.86 crore for prior periods) and understatement of loss by t15.44 crore. As we
have not been provided adequate information on the CWIP position as of September 30, 2024,

we are unable to comment on the impact on the financial statements for the period under
review.

8. 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

30.09.2024 (as at 31.03.2024, {4,236.38 crores) available to us, it is observed that the company

has not made provision towards claims from generators w.r.t Generation based incentive (GBl),

Capacity Utilization factor (CUF), Late payment surcharge (LPS) etc. though the orders are not in

favourof company.Amountinvolvedason31.03.2024 is11034.38crores. Furtheritisobserved
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 30.09.2024. 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.

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

and World Bank (WB) citing the uncertainty of payment obligation on the company. Further, the

company has not made provision towards interest from the date of disbursement to 30.09 .2024.

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

10. Company is having undischarged loan liability which is due as at 30.09.2024 is { 793.42 crores

(where {720.03 relates to current dues & <73.39 crores lnterest due but not paid). Company has

not made any provision towards potential penal charges that may be levied by the lenders for
defaults on loan repayments. ln the absence of adequate information, we are unable to assess

potential impact on the financial statements. Details of loan wise outstanding are as below:

(t in crores)

S. No
Vendor

No.

Lender

Name
Loan description

Assignment
(Scheme)

Amount

1 1,321012 REC REC-OPEX -Special Term Loan 761,2512 20.1,9

2 1,321012 REC REC-OPEX-Special Term Loa n-Covid-1 761,5913 1,4.77

3 1321,012 REC REC-OPEX-Special Term Loan-Covid-2 761,6419 4.27

4 132701,2 REC REC-OPEX-LPS Loan 7617177 36.52

P
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S. No
Vendor

No.
Lender
Name

Loan description
Assignment

(Scheme)
Amount

5 1,321012 REC REC-OPEX-Revolving Bill Payment Facility 7617226 41.9.42

6 1.321.O1.2 REC REC-OPEX-Revolving Bill Payment Facility 7618390 100.00

7 1,321,002 APPFCL APPFCL 521.17468653 49.85

8 132 1090 APSPCL Andhra Pradesh Solar Power Corporation 11998 75.00

Total 720.O3

lnterest accrued and due on Borrowings as at 31-03-2024 73.39

Total 793.42

11. The company had secured a working capital loan from M/s. 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 63.02:36.98. Howevel 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 18.05 crores ({ 8.74 of Q1 FY 2024-25 +

t 9.32 of Q2 FY 2024-251.

12. The Company has taken lCDs from M/s. APTRANSCO. An amount of 1638.94 crores was

outstanding as on 30.09.2024. However as per APPCC the outstanding balance as on 30.09.2024

is t 741.43 crores thereby resulting in variance of {102.49 crores. ln the absence of adequate

reconciliation, we are unable to comment on the value of lCDs as at 30.09.2024.

13. During April and May 2024, the interest accounted for lnter-Corporate Deposits (lCDs) with

APGENCO, APTRANSCO, and APSPCL was recorded as net interest (i.e., excluding TDS). This

accounting error resulted in an understatement of the finance cost by <1,-27 crore.

14. During FY 2023-24. APPCC provisionally transferred a loan amount of {3,416.16 crore (comprising

<1,,597.79 crore under REC and <L,8L8.2L crore under PFC) along with interest of {389.87 crore

to APCPDCL. However, a detailed reconciliation to identify the actual excess loan amount to be

transferred to APCPDCL has not been conducted.

Additionally, following the bifurcation, the principal repayment and interest payment have been

allocated between APSPDCL and APCPDCL in a 70:30 ratio, with no clear or justifiable basis for
this allocation. ln the absence of adequate information and proper reconciliation, we are unable

to determine the impact of these transactions on the financial statements.

15. Tariff Subsidy from GOAP of { 3544.90 crores (including FPPCCA {160.40 crores) for FY

(< 1755.47 crore of Q1 + { 7789.43 crore of Q2) has been recognized in respect of a

consumption under free category consumers (unmetered). Tariff subsidy is determined b

consumotion of units bv a bove referred catesory of consumers. As there are no meters, u
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consumed is estimated by a department within the company. As there is no sufficient and
appropriate evidence confirming the actual units consumed under such category, we have relied
on the information provided to us by the management.

16. 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:

Company has recorded the Lease charges of E-Cars/Vehicles in the current period relating to
previous financial year (i.e., Feb24 and Mar24) which amounts to {35.38 lakhs. Furthermore,
no provision has been recorded for the current period expenses.

b. Company has recorded the maintenance charges ol 1!47.57 Lakhs for SAp Accounting
Software for the period 0L.01.202 4 ro 37.72.2024in the current period. This amount includes
both prior period, current period and prepaid expenses. The amount relating to previous
financial year (i.e., )an74, Feb24 and Mar24) amounts to {36.89 lakhs should be disclosed
under prior period expenses. And an amount of {36.89 lakhs should be shown as prepaid
Expenses.

Company has entered an Agreement with M/s Bharti Airtel Ltd for providing of 8502 Nos. of
CUG SlMs Data to O&M Staff and JLM Grade-ll employees in 5 circles of APSPDCL with a plan
of {155/- per SIM per Month, every month Company is paying {13.18 Lakhs (8502*155).
Company has paid {58.47 lakhs which relates to previous financial year (i.e., Dec23, )an} ,

Feb24,Mar24J,this amount should be recorded as Prior Period Expenses. Further, this results
in the understatement of Profits for the period. Further, company has not created provision
for said expense for the period July to September 2024 resulting in understatement of
current period expense by { 39.53 Lakhs.

d. Company has purchased Computer System and recorded as expenses, whereas this need to
be classified as Fixed Assets under computer and lr Equipment. lt amounts to {14.75 lakhs.

17. 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
(63.02:36.98). CPDCL portion of Deposit (i.e.,11.21 crores) was not bifurcated and shown
Current assets of the company. This results in the overstatement of assets for the e2 of
24.
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18. 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, income tax, Changes in law etc.). The
consequential impact on creditor's balances, profit for the yeat if any, is presently not
ascertainable. Further, company has not made adequate provision towards banked energy units
as on 30.09.2024.

19. Balance ofTrade receivables, Trade payables, Suppliers, Contractors, ICD (DISCOMs), Deposits for
electrification service connections, long term and short-term borrowings, 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 sub.ject to confirmations and further adjustments upon
reconciliation.

20. 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 - g "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
30.09.2024 leading to an understatement of provision towards bad debts.

2L. The provision towards terminal benefits as at 30.09.2024 is { 4686.40 crores. For the year ended
31.03.2024, based on the actuarial valuation report, the shortfall in provision towards terminal
benefits is 7,094.54 crores. Company has made a provision of { 250 crores during e2Fy 2OZ4-25

towards terminal benefits on adhoc basis. However, as at 30.09.2024, the company has not
obtained the actuarial valuation report as at 30.09.2024 in order to review and make adequate
p rovision towards terminal benefits.

22. Other current assets include { 419.03 crores receivable from State Government of Andhra
Pradesh (GoAP) towards reimbursement of salaries paid to Energy Assistants (G.O.Ms.No.110 dt.
19.07.2019 read with Lr. No. EN E01/49o/20t9). ApspDcL is availing the services of Energy
Assistants (JLM G-ll) and no amounts were reimbursed by GoAP since inception. On prudent basis,
provision towards the above shall be made, yet the company has not made the same r
understatement of loss and overstatement of receivable.

23. lnvestment in Andhra Pradesh Power Development Company timited (AppDCL): Du
2023-24, company has subscribed for the right shares issued by AppDCL. Resulting i
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investment of < 171.50 crore (including {85.24 crore on behalf of APCPDCL which is accounted
as receivable from APCPDCL). Total investment of the company in APPDCL is {189.68 crore.

As per the audited financial statements as at 31.03.2023, Net worth of APPDCL is negative
{1,285.06 crore indicating a permanent diminution in the value of the investments. However, the
company has not made provision for diminution in value of investments as required by

Accounting Standard 13 "Accounting for lnvestments," resulting in an overvaluation of
investments and an undervaluation of provisions.

With regards to {85.24 crore subscribed on behalf of APCPDCL, company has not obtained
consent from APCPDCL. Hence, the amount recorded as a receivable from APCPDCL is subject to
confirmation.

24. With regards to RDSS project, company has provided mobilization advances to contractors,
against bank guarantees. Howevet for certain cases bank guarantees are not made available for
our verification.

25. As on 3O.O9.2O24, company has recognized an amount of { 1,229.30 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.

26. 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. Co ntributions/Specific Grants received from
Consu m ers/Governments for creation of tangible assets are recognized as "Reserves" on receipt
basis, even before the creation of the said assets.

27. The company has accounted the following items in FY 2024-25 instead of accounting them as
prior period expenditu re/income as they pertain to Fy 2023-24:

A rebate of {15.85 crore from M/s APPDCL for advance payment or payment with
days of the power purchase bills.
A late payment surcharge of {30.66 crore payable to the Tata Group (Tata power
Renewable Energy and Walwhan Renewable).

This accounting treatment has resulted in the recognition of prior period expense/i ncome I

the current fina ncial year
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CHARTERED ACCOUNTANTS

28. As of March 31, 2024, the company held L7,44,767 Renewable Enerty Certificates (RECs). During
tY 2024-25, the company sold RECs worth {48.44 crore. However, the remaining REC certificates
as of September 30,2024, accumulates to 78,05,257 RECs have not been recognized in the
financial statements. Additionally, the company lacks an accounting policy for the recognition,
measurement, and disclosure of these certificates.
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