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lndependent Auditor's Review Report on Unaudited Quarterly Financial Results of the
Company for the quarter ended 31st December 2024.

To

The Board of Directors,

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

Tiru p ati.

We have reviewed the accompanying statements of Unaudited Financial results of M/s. Southern

Power Distribution Company of Andhra Pradesh Limited ('APSPDCL" oT "the Company") for the

quarter ended 3L't December 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 rinciples 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 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. The provision towards terminal benefits as at 37.12.2024 is {4,878.17 crores. Fortheyearended
37.03.2024, based on the actuarial valuation report, the shortfall in provision towards terminal
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benefits is 1,537.38 crores. Company has made a provision of { 250 crores each during e1,
and Q3 of FY 2024-25 towards terminal benefits on adhoc basis. However; as at 31.12.20
company has not obtained the actuarial valuation report as at 31,.1,2.2024 in order to rev
make adequate provision towards terminal benefits. ln the absence of adequate informa
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2. Accounting for lnterest on Outstanding FRP Bonds under the UDAY Scheme: As on 31.12.2024,

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

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

Government of Andhra Pradesh issued GO.Rt.No.11 dated January 19, 2023, to take over the

remaining 25% of FRP bonds outstanding, amoundng to {211.15 crore. However, the liability to
AP Genco is not discharged by the company or GoAP ln view of the same, company is liable to
pay interest for the period from October 2016 to December 2024 amounting to t 173.43 crores

(approx.) resulted in understatement of finance costs for prior periods, understatement of profit

and understatement of liability of { 173.43 crore.

3. Lont outstanding advance to APPDCI: As of March 3I, 2024, an amount of { 578.33 crore

remained outstanding as a power purchase advance. During the financial year 2024-25, the

company made an additional advance of { 1543.82 crore and adjusted an amount of { 1303.39

crore towards power purchases during the year. As of December 3!, 2O24, the unadjusted

advance amount stood at { 818.77 crore. lt is understood company is making advances to APPDCL

before adjusting the earlier advance which is in prejudicial in the interest of company as the

company is having undischarged loan liability which is due as at 37.72.2024 is I 202.63 crore.

Company is also making power purchase bills payments instead of ad.justing them to the advances

given earlier. During the period these payments amounted to 1256.13 crore.

4. 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 year, if any, is presently not

ascertainable. Further, company has not made adequate provision towards banked energy units

as on 31.72.2024.

5. lnApril 2024 bill,APTransco hasstated arrears payable by APSP DCL as { 7,732.72 crore. However,

as per the Company's books, the arrears recorded are significantly lower.

. Arrears as per AP Transco Bill = {1,132.72 crore

. Less: True Down Adjustment for FY 2023-24 = 1457.23 crore

. Net Arrears as per AP Transco = {675.49 crore

. Arrears as per APSPDCL Books = {3.21 crore

. Unreconciled Variance = 1672.28 crore

company has not performed reconciliation in order to determine the reason for this v
the absence of such reconciliation, we are unable to comment on its impact on financi
statements.
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6. Allocation ofCostsfor Excess Solar Panel lnstallations: Du ring th e fi na ncial years 2020-21,2027-

22, and the first half ol FY 2077-23, the power purchase cost was allocated among the three

DISCOMs based on the geographical location of generating plants. The Vigilance Wing of A.P

Transmission Corporation (APTRANSCO) conducted inspections at various project sites in 2019

and allegedly identified the installation of additional solar panels beyond the approved capacity.

As per the APERC Order dated 01.02.2023, APPCC agreed to make payments for the excess panels

u nder the following conditions:

i. Removal of additional panels installed after the Commercial Operation Date (COD)

ii. The payment made would be considered as full and final settlement.

iii. The generator would not pursue any claims in any forum.

The total payment made to various generators for excess panel installations from the date of COD

has been entirely allocated to APSPDCL, amounting to {55.33 crores. However, a portion of this

cost should be classified as Discom-to-Discom revenue and distributed based on the inter-trade

rates applicable for each financial year. ln the absence of adequate information, we are unable to

comment on the impact on the financial statements.

7. Allocation of lncreased Power Purchase Cost: During the financial years 2020-27,2O27-22, and

the first half of FY 7022-23, the power purchase cost was allocated among the three DISCOMS

based on the geographical location of generating plants. APGENCO (Solar 400W) issued

supplementary invoices retrospectively from the date of COD due to an increase in the cost per

energy unit, as per the APERC Order dated 78.06.2024.

The increased tariff cost of { 25.05 crores for the mentroned financial years has been entirely

accounted for under APSPDCL in the current financial year. However; a portion of this cost should

be classified as Discom-to-Discom revenue and distributed based on the intertrade rates

applicable for each financial year. ln the absence of adequate information, we are unable to
comment on the impact on the financial statements.

8. Recognition of Provisional True-Down Costs for FY 2023-241 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 for power purchase costs
(towards transmission charges) instead of disclosing the true-down as subject to approval by the
Hon'ble APERC. The Hon'ble APERC approved a provisional true-down of 1196.9g crore for
APTRANSCO in the 4th Control Period through the RSTO for F\ 2024-25. However, durin
review it was noted that the Hon'ble ApERC has not issued an order for the excess tr
cost of 1 260.29 Crore li.e. < 457.27 Crore - { 196.98 Crore) recognized during Fy 202

the com an shou ld derecognize the excess true-down cost
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2024-25. Failure to do so has resulted in an understatement of loss and trade payable by 1260.29

crore for FY 2024-75.

9. We have observed that company has classified {2,901.82 crores as current maturities out of long-

term liabilities instead of <2,663.97 crores. This resulted in an overstatement of current
maturities and understatement of long-term borrowings by { 237.85 crores.

10. Deposit with State Government: The Company has deposited an amount of 15,110.57 crore into

the Personal Deposit Account of the Government of Andhra Pradesh. However, the rationale for
this deposit has not been provided. ln the absence of adequate information, we are unable to
assess or comment on its impact on the financial statements.

12. During the audit, we have noticed that company has made a short provision of interest expense

amounting to I 1.18 crores (PFC GEL - 0.45 crores { and PFC IPDS 1- 0.73 crores) which results

in understatement of loss.

13. Non-Reconciliation of Pending Balances:

a. During the audit, it was observed that several inter-unit balance General Ledger (GL)

accounts contain unreconciled balances amounts to 1137,45 crores.

b. lt was observed that the company follows the practice of settling loan liabilities, including
interest payments, through the General Ledger (GL) Debt Service Clearing Account (a

control account). An unreconciled debit balance of {27.90 crore wai identified as of
December 37,2024.

ln the absence of adequate information, we are unable to assess or comment on its impact on
the fi nancial statements.

assets category). This m isclassification has resulted in inaccurate depreciation
potentially leading to an overstatement of depreciation expenses in the financial
an amount of t 16.51 lakhs.
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11. Wrong classification of ICD: Company has taken ICD from APSPCL. An amount of { 70 crores is

due but not paid as on 31,.12.2024. The same is classified as short borrowings - others instead of
short-term borrowings - current dues.

14. Misclassification of Assets: Du ring the audit, on a sam ple basis it was observed that certain assets
have been misclassified under incorrect asset categories (i.e., electric poles under low value
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15. Long Pending Capital Work-in-Progress: As of March 31,7074, CapitalWork-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 tha n 3 years 5,864 265.L3

2 to 3 years 6,237 3)5.L9
1to 2 years t7,4L9 r,599.44

0 to 1 years 38,670 2,O88.78

Total 68,184 4,278.55

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

pending documentation or work has been abandoned. Howevet 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 progress. Hence, we are unable to comment on the impact on

fin ancia I statements.

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

orders related to Power Transformers (PTRs) and Sub-stations (SS), of which 54 works, valued at

<77 7.92 crore, were completed and commercially charged as of March 37,2024. These assets

were not capitalized as PPE, contrary to AS-10, leading to overstatement of CWIP and

understatement of PPE by <177.92 crore, understatement of depreciation expense by 115.44

crore (including {6.86 crore for prior periods) and understatement of loss by {15.44 crore. As we

have not been provided adequate information on the CWIP position as of December 37,2024,
we are unable to comment on the impact on the financial statements for the period under

review.

16. Understatement of lnterest Expense for ICD: During the audit, it was observed that the Interest

expense related to Inter-Corporate Deposits (lCDs) from APGENCO, APTRANSCO, and APSPCL was

recorded net of TDS in the expense ledger instead of accounting for the gross interest amount for

April and May 2024. This has resulted in an understatement of finance costs by {1,23,63,079.

The corresponding liability for interest expense was credited to the Debt Servicing Ledger. Upon

further review, it was noted that the TDS payable liability was correctly accounted for, and the
interest payments were processed accurately. However, this accounting treatment led

excess debit of <.7,23,63,O7 9 in the Debt Service Clearing Ledger.
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17. lncorrect Bifurcations of APPFCL Loans: During the audit, it was observed that the outstanding
loan from Andhra Pradesh Power Finance Corporation Limited (APPFCL) related to Term Loans 38

& 39 pertains solely to SPDCL. However, since the commencement of loan repayment, both the
interest and principal portions have been apportioned to both SPDCL and CPDCL as per

bifurcation ratio (i.e.,63.98:36.02). This misallocation has resulted in an understatement of
finance costs by t 34.67 crores and an overstatement of long-term liabilities by t 19.76 crores for
the financial year 7024-25.1n the absence of inadequate information, we are unable to assess the
full impact on the financial statements.

18. We have observed advances of { 1,085.64 crore paid to vendors remain long outstanding Further,

we have noted certain advances with credit balances of { 207.35 crore. Company has not
analysed the reasons for such long outstanding balances and hence no accounting treatment is

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

19. Non-Recognition of tiability for Compensation to Victims of Electrical Accidents: According to
the Andhra Pradesh Electricity Regulatory Commission (APERC), the "Compensation to Victims of
Electrical Accidents Regulation, 2017" (Regulation No.2 of 2017) outlines the guidelines for
paying compensation to individuals affected by electrical accidents, stipulating the amount
payable for loss of life, injury, or animal damage caused by electrical incidents within the state of
Andhra Pradesh.

Vendor Name As on 31-12-2024 As on 31-03-2024 As on 31-03-2023

1310016 APGENCO (POWER PU RCHASE) 7,3 3, 6 9,5 3,8 9 8 7,33,69,53,898 7,33,69,53,898

GVK INDUSTRIES (REGULAR) 2,72,06,59 ,819 2,1,2,06,s9,879 2,12,06,s9,8L9
57,76,26,L08 57 ,7 6,26,708 57 ,7 6,26,108

1310497 GODAVARI GAS POWER PLANT(GGPP) 39,48,49,926 39 ,48 ,49 ,926 39,48,49,9?6
1,41,1,520 COMMON VENDOR FOR OP BALANCES 34,19,91,190 34,19,91,190 34,19,91,190

3113 83 TATA CONSULTANCY SE RVICES LTD 7,73,1_5,210 7,73,15,2L0 7 ,7 3 ,15 ,21,O

KPMG ADVISORY SERV'CES PVT LTD 64,34,318 64,34,318 64,34,378
SENIOR DIVISIONAL FINANCE MANA 3,r7,975 3,L7 ,97 5 3,t7,975

1-41.2545 I RAVINDRA 2,',J.7 ,O50 2,17 ,O50 2,17 ,050
277018 SONOVISION E NTE RP R ISES 1,29,000 1,29,000 1,29,000

to,85,54,94,494 70 ,85 ,64 ,94 ,494 1o,85,64,94,494

During the audit of the financial statements for the period ended 31.12.2024, it was observe

that the company has received compensation claims amounting to {7,53 crores from vi

electrical accidents. Upon verification, the company has completed assessment and ap

compensation orders for certain cases amounting to <1.33 crores. However, no liability
recognized, nor has any provision been created for these cases in the financial stateme
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resulted in understatement of Other Expenses and current liabilities each by < 1.33 crores which

correspond to understatement of loss for the period.

For the remaining cases where assessment orders are yet to be passed, compensation claims

amounting to {6.20 crores ({4.05 crores for FY 2073-24 and {2.16 crores for FY 2024-25) should

be appropriately disclosed as contingent liabiliUes in accordance with lnd AS 37 - Provisions,

Contingent Liabilities, and Contingent Assets.

20. 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., Sep23 to Mar24) which amounts to {1.24 crores. Furthermore,
no provision has been recorded for the current period expenses.

b. Company has recorded the maintenance charges for SAP Accounting Software for the period

O7.O4.2024 to 31.12.024 in the current period. This amount includes both prior period and

current period expenses. The amount relating to previous financial year (i.e., Jan24, Feb24
and Mar24) amounts to {36.89 lakhs should be disclosed under prior period 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 Rs.155/- per SIM per Month, every month Company is paying 113,17,810. Company has

paid t58.47 lakhs which relates to previous financial year (i.e., Dec23, )an24, Feb24, Mar24l,
this amount should be disclosed as Prior Period Expenses.

d. Company has purchased Computer System and recorded as expenses, whereas this need to
be classified as Fixed Assets under Computer and lT Equipment. lt amounts to t14.75 lakhs.

e. Company has paid rent payments of t34,000 per month for the buildings for the period from
August 24 to November 24. As per Notification No. 05/2022-Central Tax (Rate), GST is

applicable on a Reverse Charge Mechanism (RCM) basis when a registered entity rents a

residential property from an unregistered person. Howevei the company has not accounted
for the applicable GST for the specified period which amounts to t 24,480

a
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f. Company has a practise of recording expenses at the time of payments. This
against the accrual concept and not made the provisions for various expenses whi
telephone expenses, consultancy expenses, EESL Cars, electricity expenses, s

During the GL Scrutiny we have noticed that company has not made provisions
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22. The Company has taken lCDs from M/s. APTRANSCO. An amount of { 595.68 crore was

outstanding as on 3'J..L2.2024. However as per APPCC the outstanding balance as on 31.12.2024

is { 698.17 crore thereby resulting in variance of t 102.49 crore. ln the absence of adequate

reconciliation, we are unable to comment on the value of lCDs as at 37.72.2024.

23. fariff Subsidy from GOAP of < 1255.54 crores (including FPPCCA {55.12 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 confirming the actual units

consumed under such category, we have relied on the information provided to us by the

management.

24. 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

37.L2.2O24 (as at 31.03.2024, {4,236.38 crore) 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

favour of company. Amount involved as on 31.03.2024 is I 1034.38 crore. Further it is observed

that there are certain claims which are rejected by the company, which have not been tracked

and reviewed.

25. Additional lnterest on Pension Bonds - As per Retail Supply Tariff Order (RSTO) of FY

Additional interest on pension bonds to be recorded is i 521.11 crores for FY 2024-25.

of 1390.83 crores to be recorded in the books of accounts as at 31.12.2024. whereas

has raised invoices against the company as per MYT of AP GENCO. Therefore, com
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21. 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
3L.12.2024.|n the absence of adequate information, we are una ble to quantify the impact on the

on the fi nancial statements.

ln the absence of adequate information, we are u nable to comment on the adequacy of provision

made and contingent liabilities as al 3t.72.2O24. 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
sch ed u le.
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recorded an amount of <457.27 crores (i.e. <601.70 crores per annum as per lnvoices received

from AP GENCO) as ar 31.f2.2024. As per RSTO of APSPDCL an amount of { 521.11 crores was

considered for Annual Revenue Requirement (ARR) for FY 2024-25. Therefore, an amount of {
80.59 crores (601.70-521.11) is subject to approval of Hon'ble APERC.

26. The outstanding balance payable by APSPDCL to other Discoms amounting to { 6,168.11 crores,

no interest is being charged by the respective Discoms on outstanding balance effectively making

it an interest-free loan.

27. 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 subject to confirmations and further adjustments upon

reconciliation.

28. 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

31,.72.2024|eading to an understatement of provision towards bad debts.

29. Other current assets include { 454.45 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. ENE01/490170191. 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 resulting in

understatement of loss and overstatement of receivable.

Consequently, the total investment in APPDCL as of 31.12.2024 stands at {270.81 crore
the Company has not obtained consent from APCPDCL for holding shares
corresponding to APCPDCL's share. As a result, the receivable amounting to {85.24
AP CL remains sub ect to nfirmation and reconcilia on.
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30. lnvestment in Andhra Pradesh Power Development Company timited (APPDCL): During the
financial year 2O23-24, the Company subscribed to the rights issue of shares issued by APPDCL,

resulting in an additional investment of 1171.50 crore, which includes 185.24 crore subscribed
on behalf of APCPDCL. This amount has been accounted for as a receivable from APCPDCL.
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As per the audited financial statements as of 31.03.2023, APPDCL has reported a negative net
worth of <1,285.06 crore, indicating a permanent diminution in the value of investments. Despite

this, the Company has not recognized a provision for the diminution in the value of investments,

as mandated by Accoundng Standard 13, "Accounting for lnvestments." Consequently, this has

led to an overstatement of investments and an understatement of provisions.

31. During FY 2023-24, APPCC provisionally transferred a loan amount of { 3,416.16 crore
(comprising {1,597.79 crore under REC and { 1,878.21, crore under PFC) along with interest of {
389.87 crore to APCPDCL. Howevet 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 altocation. ln the absence of adequate information and proper reconciliation, we are unable

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

32. As on 37.77.2024, company has recognized an amount of { 1,253.62 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.

33. As of March 31, 2024, the company held 17,M,767 Renewable Ener8y Certificates (RECs). During

FY 2024-25, the company sold RECs worth 148.44 crore. However, the remaining REC certificates

as of December 31,2024, accumulates lo 78,O5,257 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.

o A late payment surcharge of I 30.66 crore payable to the Tata Group (Tata power
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&PRenewable Energy and Walwhan Renewable).

This accounting treatment has resulted in the recognition of prior period expense/in
cu rrent financial year HYDERAEAO

in th

a

34. The company has accounted the following items in FY 2024-25 instead of accounting them as

prior period expenditure/income as they pertain to FY 2O23-24i

. A rebate of { 15.85 crore from M/s APPDCL for advance payment or payment with days

of the power purchase bills.
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Qualified Conclusion

Based on our review, with the exception of the matters described in the preceding paragraphs,

nothing has come to our attention that causes us to believe that the accompanying statement
prepared in accordance with the applicable Accounting Standard (AS) 25 lnterim Financial

Reporting specified under section 133 of the Companies Act, 2013 as amended, read with
relevant rules issued thereunder and other recognized accounting practices and policies has not
disclosed the information required to be disclosed, including the manner in which it is to be

d isclose d.
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