
























SRIRAMAMURTHY & CO
Chartered Accountants

Independent Auditor's Review Report on the Unaudited Financial results of the company for
the period from L'tOctober 2025to 3L'tDecember2025.

'fo

The Board of Dilectors of
N4/s Eastern Power Distribution Company of Andhra Praclesh Limited.

We have reviewed the accompan,ving Statement of unaudited f-rnancial resr-rlts ol' N'I s

Lastern po\\,er Distribution Cornpany of Andhra Pradesh l-imited (the "Compan1"') firr the
period liorn 1't October 2025 to 3l'l December: 2025 (the "statement"). being submitterl b_r

the compan_v pursuant to the requirements of corporate governance guidelines issr-recl br

Ministrl'of Power fbr State DlscoMS dated27.04.2023 (F.No.0510112021-UR&S1-II-Pa|t
(1) - (E-25818e)).

2. 'l-he Statement" which is the responsibilitl, o1'the Company's Managernent and apploi c.i
b," the Board of Directors. has been prepared in accorclance with the recoglrition anil
mcasLrrerlent principies laid down in the Indian Accounting Standard 34 "lnterim [rinancial
Iteporting" ("Ind AS 34") prescribed under Section 133 of the Companies Act.201i. as

amended read with relevant rules issued there under and other accounting principlcs
generallS, accepted in India. Our responsibility is to express a conclusion on the Statcrncrrl
based ou our revieu'"

\L'e conducted our revieu, of the Statement in accordance u'ith tl-re Stancl:rrd on Rcvie rr

lrnuagcmcnts (SRIr) 2410. ''l{evieu' of Interim lrinancial Infornration perlbrmccl br tirc
Inclependent Auditor of the Entit1," issued by The Institute of Chartered Accor-rntants of
India. This Standard requires that we plan and perform the review to obtain Inodcralc
assurance as to whether the statement is free of material misstatement. A revieu,is linrited
primarily to inquiries of company personnel and analytical procedure applied to lrnarrcial
clata and thus provides less assLlrance than an ar,rdit. A revierv is sr-rbstantially less in scol'r.:

than an audit conducted in accordance w'itli the Standards of Auditing and conseclucnllr
does not enable r-rs to obtain asslrrance that we would become aware of all signilieant
nlatters that might be identilled in an audit. We have not perfbrmed an auclit antl"

accordingl,v. we do not express an audit opinion.

Basis tbr Qualified Conclusion

-1. For thc period encling 31'1 Dcccmber 2025, the po',r,er purchase cost is recorclecl orr

provisional basis. as the accounting of provisional porver pulchase bills/invoices along rr itlr
the clcbit and credit notes may be rcvised dr-re to f'actors such as lrr-rel Cost Adjustnrcrrt.
Sr.rpplcrnentar5r Clairns (including Minimum Alternate Tax, lncome 'lax and Amendnrerrts
in Lalr,. etc.) and Transmission and Distribution cost adjustment. As a result. th.r

corresponding eff-ect on Creditor's balances and the profit lor the financial year cannot lrc

determined at this stage.
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5. The Andhra Pradesh Power Coordination Committee (APPCC), constituted unclcr
G.O.Ms.No.21, Energy (Power-lII), dated 12.05.2014 as a non-statutory coordination bocly
exclusively for bulk power purchase coordination, has extended loans aggregating Rs. 3.50i)
crores to Andhra Pradesh State Financial Corporation Limited (ApSFCl,). on behall,ol'
APEPDCL from its internal power purchase pool accounts and furlher borrowed Rs. 1.000
crores fiom Andhra Pradesh Power Finance Corporation Limited (APPFCL), channcllirs
the proceeds also to APSFCL, aggregating a total outgo of Rs. 3,500 crores. TSese
transactions are wholly outside tl-re stated mandate of APPCC and fr-rrther exposc thc
DISCOMs to liquidity risk.

6. '['heCompanyhasnotrecognizedapowerpurchasecostadjustmentof 
Rs. 108623 Lalihs

as required under page 71 of the FPPCA Order fol FY 2024-25. This violation has resultetl
iu an understatement of power purchase costs and a coffesponding overstatement o1-prolir
b1'Rs. 108623 Lakhs.

I . The Cornpanl' has not recognized True up amount of Rs. 17831 5 Lakhs as requirecl bi, pagc
37 of the Retail Supply True Up Order of For-rrth Control Period. This violation has resultccl
itl an understatement of government receivables and a corresponding under-staternenr .l'
profit by Rs. 178315 Lakhs.

8. 'l-l're Company has collected (I'-PPCA) charges at the rate of t0.40 per unit during the ,onr5s
of October 2025, and December2025 despite the actual cost variation per trnit being less
than t0.40 during these periods in violation of pg 33 of FPPCA order Fy 24-25.
Furthermore, the Company has included in its power purchase cost variation calcularjorr
LPS and costs related to power purchase from Central Generating Stations (CGS) fbr i.r,hich
Pou''er Purchase Agreements (PPA) are not approved, and these amounts have becrr
previously disallowed in the annual FPPCA calculation done by APERC. Due to thcsc
cliscrepancies between monthly F-PPCA collections and inch-rsion ol'disallowed costs. \\c
are unable to quantify the overstatement of revenue from operations resulting l).onr
collection of excessive FITPCA/unit.

9. During the year, it was observed that APPCC, on behalf of APEPDCL, transferred Rs.
3'500 crores to APSPCL without obtaining prior approval of the Board of ApEpD61. 'lhc
transf'er was made prior to the Government's approval, resr-rlting in a transaction executcrl
witl,out any lbrmal authorization or direction at the time of transfer. This actio, is i,
contravention of the requirements of Sections 179 and 186 of the Corlpanies Act.20lj.
which mandates Board approval for such financial transactions. Execution of a ma;or fiurcl
transfer without requisite constitutes a violation of statutory provisions ancl rer.,eals a
significant weakness in the Company's intemal financial controls, specificallv regarclin!
approval. oversight, and authorization of high-value financial transactions.
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10. The APPCC has recorded APEPDCL's power purchase units from contributing Discorrs a1

a unit price of {5.78, whereas the correct unit price should be the weighted average po\\'cr
purchase cost of the contributing Discoms, i.e., <5.81. Due to the adoption of this lotncr
unit price for the purchase of 790.61 MU from Discoms, the power purchase cost chargecl

to D-D has been understated bv Rs. 268.80lakhs.

1 1. The Cornpany has not recognized tlie Distribution and Transmission adjustmenl ol' Rs.

376.75 crores fbr the qua(er ending 3l't December 2025, as approved in the Retail SLrppll

Tariff'Order (RSTO) for FY 2025-26. As a result, the subsidy receivable is overstated b1'

Rs. 376.75 crores, with a corresponding understatement of transmission costs by the sarrrc

amount in the Statement of Profit and Loss.

12. 'fhe Company has not made provision fbr the Generation-Based Incentive (GBl) pal iihle

and the related Late Payment Surcharge (LPS) amounting to Rs. I29l9lakhs for the period

ft'om February 2017 to August 2018 in respect of all eligible generators. Pursuiu.tt tri

i-lon'ble APTEL order in APL 284 of 2018, the company should have made provision in

respect of all eligible generators. The omission of these provisions has resultecl in an

overstatement of profit by Rs. 12919 lakhs.

13. The company has not recognized a provision for Non-Conventional (NCl) Wind ancl Solltr
Energy charges amounting to Rs. 42816 lakhs, by restricting paymcnts to the Capacitr'
Utilisation Factor (CUF). However, the Andhra Pradesh Electricity Regr,rlaton
Cornmission (APERC) has issued multiple orders mandating payments based on acturLl

units injected. without limiting to the CUF. Consequently, the non-recognition of thcsc
difTerential payments has resulted in an understatement of power purchase costs and tlaclc
pa,vables by Rs. 428.16 crores in the hnancial statements.

l-1. Thc Company has not created a provision fbr Late Payment Surcharge (LPS) anrounling to

Rs. 6.904 lakhs (calculated as Rs. 19,061 lakhs * 36.22%) on outstanding power purchascr

dues payable to Telangana State Northern Power Distribution Cornpany l.inritccl
(I'SNPDCL). As per the applicable Power Purchase Agreements and regulatory guidelincs.
LPS is payable for delayed payments and is a legitimate cost that should be recognizccl.
The omission of this provision has resulted in an understatement of'pow'er purchasc costs

by Rs. 6,904lakhs and a corresponding overstatement of profit for the period.



15. The power purchase cost includes Rs. 18161.04 lakhs being provision fbr variable cost in
connection with purchase of power by APDISCOMs from IINPCL. As the provision nas
recognized based on the APPCC's instructions during the year to HNPCL befbre thc
approval/orders of APERC, which permitted blend of given approval only for April 23 ancl
March 2024 andrejected the blending of imported coal with domestic coal fbr the remainins
months as against perrnission sought by APCPDCL, on behalf of all APDISCOMs to allol
HNPCL to blend imported coal with domestic coal. l'he I{on'ble APERC through I:PP('.,\
order FY 23-24 has considered price of domestic coal fbr coal imported for 7 months lirr'
recovery thror,rgh FPPCA and disallowed excess amount pending approval. Despite thc
orders of APERC, the excess provision of Rs. 8282 lakhs after adjusting approved anrciirnt
has continued. This resulted in overstatement of Trade Payables and Power Purchase Chst
by Rs. 8282 lakhs and consequent understatement of Profit to the same extent.

16. Contrary to the accounting policy of valuing lnvestments at fair value, the lnvestments as
on 3l't December, 2025 are valued at a carrying cost of Rs. 26.855.921akhs. No Impairnrcnr
exercise was carried out by the company to impair the financial assets as per its accounting
policy, though indicators of significant increase in the expected credit loss prevailed dr-rc tcr
negative net worth over past many years, which was Rs. 3,19,640lakhs reported in financial
statenretlts of APPDCL for FY 2023-24. In the absence of Fair Values and ValLrarion
Reports by a Registered Valuer, we are unable to state the impact of this departure on tlrc
Fintrncial Results.

17. Otlrer operating inconte of Rs. 424181.14 lakhs include Recoveries fbr thcli oi'
power/malpractices amounting to Rs. 866.17 lakhs. However, such income fbrms part el
the non-tariff income as per the orders of the Commission on tariff 1br retail sale ol'
electricity. the same should have been classified as "Other Income". Thus, \,,ronrl
classification resulted in overstatement of Revenue trom operations and understatement ol'
Other Income by Rs. 866.17 laklis each for the period ended 31't f)ecember. 2025.

18. Governrnent of Andhra Pradesh vide GO Rt. No.10 dated 19"01.2023 (Energy Departnrcnr)
agreed to take over balance25o/o of FRP bonds liability amounting to Rs. 30.149.00 lakhs
under UDAY Scheme. There was no provision available in the said GO to reimburse thc
interest by the Government nor any confirmation received from the Government to that
eflect. The Company did not recognize interest cost of Fts.27,748.37 lakhs payable fbr thc
period from October 2016 to December 2025 on the outstanding amount o1'FRP boncls.'l-hus, omission to account fbr finance cost resulted in understatement of Other Currcnl
Liabilities by Rs. 27.748.31 lakhs and Finance cost by Rs" 27,748.37 lakhs.

19. The allocation of tariff subsidies across categories such as agricultural, aquaculturc.
domestic, ST/SC consumers could not be verifled due to the absence of a cletailecl
breakdown and allocation of the subsidy sanctioned by the government durring the year. ,As
a result. tlie basis for reconciling subsidies received with subsidies receivable hrr thcsc
categories could not be ascertained.

20. tn respect of tariffTconcession subsidy, The Government of Anclhra Praclesh is aliocating
subsidy every year which is lower than the actual subsidy to be received. The sLrbsicll.
received is line with the budget allocated by Government of Andhra Pradesh. On accolur1



of this we observed, in many years that the actual subsidy over and above the buclgct is
lying clue. No confirmation has been sor,rght from the Government in respect ol such duc.
Dr-re to the above said reasons we are unable to verify the recoverability of sr-rbsicl1,

receivable from Government in the absence of allocated budget and confirmations fron.r the
Government. Considering the non-availability of schedules, reconciliations ancl
conflrmations as specified above, we are not in a position to ascefiain and comment on thc
recovery of the outstanding balances and the resultant impact on the financial statemcnts.

21. The Power Purchase cost of Rs. 12,60,930 Lakhs includes a Late Payments Surchargc
(LPS) amounting to Rs. 2844.28 Lakhs. However, Delayed Payment Surcharge by thc ven'
nature is a fbrm of compensation paid to vendors lbr delayed payment of dues. 'fhereforc.

it should have been appropriately accounted for under "Other Expenses". As a result. thc
Power Purchase cost is overstated. while the 'iOther Expenses" is understated by l{5.
2844.28 Lakhs.

22. The conlpany previously recognized revenue upon receipt of approval from the HonoLrrablc:
APERC and in the mamer specified by them. However, during the FY 2023-2,1. rhc
company changed its accounting policy to recognize such revenue as and when petitiuns
are filed, or when orders or regulations are issued by Judicial/Regulatory Authorities. Wc
are of the opinion that the company's accounting policy of recognizing revenue as and rvhor
petitions or claims are tlled with.Iudicial/Regulatory Authorities is not in accordancc u,ith
the Regulations or orders issued by the .Iudicial/Regulatory Authority. Therefbre" thc
applicatiort of this accounting policy, which does not align with the prescribed l{egr-rlations.
can led to an overstatement/understatement of receivables resulting in a corresponcling
overstatement/understatement of profit by the same amount.

23. No provisions are made for the period from 1 't April 2025 to 3 1't December 2025 in reslrccr
of a) lmpairment of Financial Assets using Expected Credit Loss approach, b) Amortisatiorr
olGrants and Consumer Contributions, and c) Past Service cost due to implemenlation ol'
Clode of Social Security, 2020. Further, the provisions made fbr the previous financiarl veur'
errded 31'1 March,2025 are being continued. In the absence of sulficient and appropriate
audit evidence, we are unable to comment on the impact thereof on the Financial l{esr-rlts.

24. Balance of Trade receivables, Trade Payables, Suppliers, Contractors, ICD (DISCOMs).
Long term and short-term loans and advances, Receivables from goverrment, long pencling
unreconciled entries in the bank reconciliation statements are sub.ject to conflnnations anrl
further adjustrnents upon reconciliation. In absence of sufficient and appropriate auclit
evidence, we are unable to comment on the impact thereof on the amounts reported ir-r thc
Financial Results.



25. Qualified Conclusion

Based on our review conducted as above, with the exception of the possible efl-ccts o1'

matters described in the paragraphs 4 to 24 above, nothing has come to our attention thar
causes us to believe that the accompanying Statement of Unaudited Financial l{esulrs
prepared in accordance with applicable Indian Accounting Standards specified under
section 133 of the Companies Act.2013, as amended, read with relevant rules issued thele
under and other accounting principles generally accepted in India. has not disclosecl thc
infbrmation required to be disclosed, including the manner in wl'rich it is to be disclosccl. or'

thal it contains an1, material misstatement.

For Sriramamurthl, & ('o
Chartered Accountants
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