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SOUTHERN POWER DISTRIBUTION COMPANY OF TELANGANA LIMITED

NOTICE

To
The Members of the Company

NOTICE IS HEREBY GIVEN THAT THE 14" ANNUAL GENERAL MEETING OF THE COMPANY
WILL BE HELD ON 25" SEPTEMBER 2014, AT 11.00 AM AT THE REGISTERED OFFICE OF
THE COMPANY AT 6-1-50, MINT COMPOUND, HYDERABAD TO TRANSACT THE
FOLLOWING BUSINESS:

Ordinary Business:

1. To receive consider and adopt the Audited Profit and Loss Account for the
period ended 31-3-2014 and Balance Sheet as on 31-3-2014 along with Directors
Report, Statutory Auditors Report and Comments of Comptroller and Auditor
General of India, thereon.

2. Totake note of the appointment of Statutory Auditors for the financial year 2014-
15 under the provisions of Sec.139(5) of Companies Act, 2013 by Comptroller
and Auditor General of India and fix the remuneration of Statutory Auditors for
the Financial Year2014-15.

“RESOLVED THAT pursuant to the provisions of Sec 142(1) and other applicable
provisions of Companies Act, 2013 the Board of Directors be and are hereby
authorized to fix the remuneration payable to Statutory Auditors M/s. Sharad &
Associates, Chartered Accountants forthe financial year2014-15."

BY THE ORDER OF THE BOARD OF DIRECTORS OF
SOUTHERN POWER DISTRIBUTION COMPANY OF TELANGANA LIMITED.

SD/-
K.SUJATHA
Date: 03.09.2014 COMPANY SECRETARY

Note: Amember entitled to attend and vote in person or by proxy.
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SOUTHERN POWER DISTRIBUTION COMPANY OF TELANGANA LIMITED

[formerly Central Power Distribution Company of Andhra Pradesh Limited]

DIRECTORS' REPORT

The Directors of your Company have great pleasure in presenting the 14™ Annuall
Report of the Company, together with the Audited Accounts for the Financial Year
endedon 31" March, 2014.

As per the AP Reorganisation Bill,2013, your Company falls under the jurisdiction of
State of Telangana. As per the Bill two circles have been allocated to the State of
Andhra Pradesh. The Company with effect from 2.06.2014 covers five districts of
Telangana. The name of the Company has been changed to Southern Power
Distribution Company of Telangana Limited toreflect the State of Telangana.

The summarized financial results of the Company for the year ended on 31° March,
2014 and forthe previous year are as follows:

FINANCIAL RESULTS

During the year under review, the Company could earn an aggregate income of
X 17061.44 crores. The financial performance of the Company is as follows:

S.No Particulars 2013-14 2012-13

(X .in Crores) | (X .in Crores)

1. Revenue from Sale of Power 14,120.49 11,185.62
2. | FSA — 1666.67
3. | Revenue from Subsidies and Grants 1,627 .49 1,778.88
4. | Other Income 1,089.92 1,068.73
5. | Withdrawal of Depreciation on CC Assets 223.54 198.22
Total Income 17,061.44 15,898.12

6. | Power Purchase Cost 15,255.51 15,235.31
7. | Employee Benefit expense 852.72 766.15
8. | Operation and Other Expenses 369.36 340.26
9. | Interest and Finance Charges 1,000.61 1,181.64
10. | Depreciation 507.54 452.79

Cont...
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S.No Particulars 2013-14 2012-13
(X .in Crores) | (X.inCrores)

11. | Other Expenses 3.77 0.53
12. | FSA Written off — 948.17
13. | Fixed Assets RESCOs- Write Off — 17.17
14. | FSA and Other Provisions — 901.17
15. | Provision for Govt. Receivables — 3,877.87

Total Expenses 17,989.51 23,721.06
16. | Profit/(Loss) Before Tax (928.07) (7,822.94)
17. | Provision for Income Tax — —
18. | Deferred Tax Income Provision 116.83 104.65

Net Profit/(Loss) (811.24) (7,718.29)

The Net Loss of the Company as on 31.03.2014is ¥ 811.24 crores and the net worth
of Company as on 31.03.2014 is showing a negative balance of ¥ 5962.37 crores.
Thelosses arerecoverable through true-up mechanism in Tariffs of ensuing years.

FINANCIAL RESTRUCTURING:

The company is covered under the Financial Restructuring Package 2012 of
Government of India issued vide Office Memorandum No. 20/11/2012- APDRP,
Ministry of Power. In accordance with the package the State Government had
agreed to assume the liability to the extent of 8,600 crores as on 31.03.2013
incurred by four distribution companies on account of expensive power purchase,
by way of guarantee bonds which will become Government bonds in next few
years. The Government of Andhra Pradesh was communicated the same vide
G.O. MS. No. 62 DT.14.11.2013. The liability of the Company is to the extent of
3 4033.54 crores. This would take care of the short term borrowings of the Company
towards expensive power. The Company has issued bonds to the extent of
% 2,809.75 crores and the short terms loans to the extent of ¥ 1,223.79 crores were
restructured.

The infrastructure of the Company ason 31.03.2014is as follows:
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S.No. Particulars Quantity
1. 33/11 KV Substations 1558 Nos
2. Power Transformers 2420Nos
3. Distribution Transformers 3,49,635 Nos
4, 33KV Feeders 871 Nos
5. 11KV Feeders 6,132 Nos
BOARD OF DIRECTORS:
The Board of Directors of the Company as on the date of this report is as
follows:
S.No Name of the Director Designation
1. | Sri G. Raghuma Reddy Director/ Comml and
Chairman & Managing Director[FAC]
2. | Sri C.Srinivasa Rao, IRAS Director/ Finance and P&MM
3. | SriT.Srinivas Director/Projects & HRD
4. | SriK.M.Nagender Director/Operations
5. | Sri S.Subrahmanyam Director(Non-whole time)
6. | Sri G.S Rama Mohan Rao Director(Non-whole time)

CHANGES IN BOARD SINCE LAST REPORT [26.12.2013]:

¢

¢

¢

¢

Sri S.A.M.Rizvi, IAS ceased to be Chairman & Managing Director/APCPDCL
vide G.O.RT.No. 221 General Administration(SC-.A) Department, dt.
18.07.2014.

Sri C. Srinivasa Rao was appointed as Director/Finance on 25.01.2014 as
per G.O.Ms.No.5, Energy Powerlll dt:25.01.2014

Sri G. S Rama Mohan Rao was appointed as Non whole time Director as a
representative of Finance Department vide G.O.Rt.No.5 Energy (HR A2)
Department dt.27.06.2014 in place of Sri A Sudhakar

Sri A Sudhakar was nominated on the Board as Non whole time Director in
place of Smt Pushpa Subrahmanyam, IAS as per G.O Rt. No0.3639,
Finance(OP-l) Dept. dt.11.10.2013.
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S.No. | Name of the Director Designation Date of Change

1. Sri S.A.M.Rizvi, IAS Chairman & Appointed on 30.06.2013
Managing Director | Ceased on 19.07.2014

2. Sri C.Srinivasa Rao, IRAS Director/Finance Appointed on 25.01.2014

and P & MM
2. Sri G.S.Rama Mohan Rao Director Appointed on 02.07.2014
(Non-whole time)
£ Sri A.Sudhakar Director Appointed on 03.12.2013
(Non-whole time) and Ceased on 02.07.2014
4, Smt. Pushpa Director Appointed on 28.07.2011
Subrahmanyam, IAS (Non-whole time) and Ceased on 03.12.2013
5 Sri K.Venkata Narayana Director/HRD Appointed on 05.02.2010

and Ceased on 04.02.2014

+ Sri K Venkatanaryana, Director/HRD has ceased to be Director on
completion of his tenure on 04.02.2014

BOARD MEETINGS HELD DURING THE FINANCIAL YEAR 2013-14:

Board Meetings are held regularly and decisions taken in the best interests of the
Company. During the Financial Year 2013-2014, Eight (8) Meetings of the Board of
Directors were held on the following dates:

S.No. Dates of Board Meeting
1. 24.05.2013
28.09.2013
16.11.2013
19.12.2013
23.12.2013
16.01.2014
28.01.2014
19.02.2014

= e BN Bl

COMPOSITION:

The composition of the Board of Directors of the Company communicated by
Government vide G.O.Ms,No.19 Energy (Power.lll) Department, dt.14.05.2012 is
functional directors including Chairman & Managing Director is six and three non-
whole time directors. The Directors are nominated by Government of Telangana as
per Article 30(d) of Articles of Association.
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The table below gives the details of Composition and category of Directors and
participation during the Financial Year 2013-14:

Sri V.Anil Kumar, IAS CMD 8 1 Ceased
Chairman & Managing Director on 30.06.2013
Sri G.Raghuma Reddy WTD 8 8

Director/ Comml and Chairman and
Managing Director[FAC]

Sri K.Venkata Narayana WTD 8 7 Ceased
Director /HRD on 04.02.2014.

Sri T.Srinivas WTD 7
Director/ Projects and HRD

5ri A Sudhatkar o | 8 | 2 |

* CMD- Chairman & Managing Director
WTD- Whole time Director
NWD- Non-whole time Director

DATES OF LASTTHREE ANNUAL GENERAL MEETINGS HELD:

2011 | Corporate Office, 6-1-50, 11th 29.09.2011 | 4.00 PM
Mint Compound, Hyderabad

2013 | Corporate Office, 6-1-50, Mint 13th 26.12.2013 | 2.00PM
Compound, Hyderabad
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CONSTITUTION OF AUDIT COMMITTEE:

In compliance with the provisions of Section 177 of Companies Act, 2013 (as
amended), Audit Committee constituted by the Company consists of the following
members.

Sri S.Subrahmanyam | Chairman of Audit Committee
(Non whole time Director)

3. | SriT.Srinivas Member Audit Committee Director/Projects and HRD

The Audit Committee was reconstituted due to the change in the position of Non-
whole time Directors in the financial year 2013-14. Smt.Pushpa Subrahmanyam, IAS
was hominated as a Chairman of Audit Committee in place of Sri K.Ranganatham,
who has ceased to be Director of the Company on completion of his tenure and Sri
S.Subrahmanyam was nominated as a Member of Audit Committee in place of Sri
C.ChennaReddy, who has ceased to be Director of the Company.

Sri§S Subrahmanyam was nominated as a Chairman of Audit Committee in place of
Smt.Pushpa Subrahmanyam, IAS, whose nomination has been withdrawn and Sri A
Sudhakar was nominated in her place. Later the Finance Department as
nominated Sri G.S.Ramamohan Rao in place of Sri A.Sudhakar on 02.07.2014 and
Sri T Srinivas Director/Projects and HR  was nominated as a Member of Audit
Committeein place of SriK Venkatanarayana.

The Audit Committee met Five times during the financial year 2013-14. The Annual
Accounts for the year 2013-14 were reviewed by Audit Committee in its meeting
held on 25.07.2014.

Sri K.Ranganatham 5 0 Smt. Pushpa Subrahmanyam,
IAS was nominated as Non-
whole fime Director in his

place on 28.09.2013

Cont...
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Sri C.Chenna Reddy Sri S.Subrahmanyam was
nominated as Non-whole
time Director in his place on
28.09.2013

sissupbrohmanyom | s | 4 |

SriTsinves | s | 03 | |

AUDITORS OFTHE COMPANY:
Satutory Auditor:

M/s Sharad & Associates, Chartered Accountants were appointed by Comptroller
and Auditor General of India(C&AG) as the Statutory Auditors of the Company for
the financialyear 2013-14.

Cost Auditor:

M/s. Narasimha Murthy & Co, Cost Accountants were appointed as Cost Auditors
of the Company for the financial year 2013-14.

Replies of Management to Audit Queries:

The replies to the queries of statutory auditor on annual accounts for the F.Y.2013-14
are enclosed as Annexure —'A'and Annexure —'B' to thisreport.

HUMAN RESOURCE DEVELOPMENT & INDUSTRIAL RELATIONS:

Your Company has given due importance to human resource development and
follows the best HR Practices to build competence by way of training to improve the
skills in a competitive and sustainable manner. The employee relations in the
Company continue to be cordial and supportive.
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TRAINING:

In order to optimize contribution of the employees to the Company's business and
operations, your Company isimparting necessary in-house and external training.

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN
EXCHANGE EARNING AND OUTGO:

The information in accordance with the provisions of Section 134(3)(m) of
Companies  Act, 2013 read with Companies Accounts Rules 2014,regarding
conservation of energy, foreign exchange earning and outgo, is not furnished as
they are not applicable to the Company.

Technology Absorption:

The Company has been taking steps for reduction of losses and better customer
services using information and technology. The Company has undertaken
implementation of Smart Grid Pilot project to improve power reliability, quality,
accurate billing and efficiency of the existing network. The pilot project has been
undertaken on one 11KV feeder covering 40 consumers. The smart meters installed
have enabled the Company to capture the entire real fime data of consumers.
These meters are enabling to identify the pilferages and control them. Based on the
performance three more DIRs and feeders are being brought under the smart
meters.

Apart from the above the Company is also undertaking the strengthening of net
work under R-APDPRP and also implementing various IT initiatives such as
DMS,SCADA, GIS Asset mapping and consumer indexing, Automatic Meter
Reading.

PARTICULARS OF EMPLOYEES DRAWING SALARY MORE THAN PRESCRIBED LIMITS

There are no employees drawing salary in excess of the limits prescribed under
Company (Particulars of Employee) Rules, 1976.

DIRECTORS RESPONSIBILITY STATEMENT:

The Board of Directors of your Company has met Eight times during the financial
year2013-14.

In accordance with Sec 134(5) of the Companies Act, 2013, the Directors of the
Company hereby state that:

(a) The Annual Accounts are prepared as per applicable accounting
standards.

b) The Accounting policies have been selected and were applied
consistently and  judgments and estimates that are reasonable and
prudent were made, so asto give atrue and fair view of state of affairs of
the Company as at the end of the financial year 31" March, 2014 and of
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the profit and loss of the Company for the year 2013-14. The rates of
depreciation were adopted as per the Gazette notificationsissued by the
Ministry of Power, Government of India from time to time.

(c) The Directors have taken proper and sufficient care for the maintenance
of adequate accounting records in accordance with provisions of the
Act for safeguarding assets of the Company; and preventing and
detecting fraud and otherirregularities.

(d) The Annual Accounts are prepared on a going concern basis.

(e) A proper system has been devised to ensure compliance with the
provisions of all applicable laws and such systems are adequate and

operating effectively.
ACKNOWLEDGEMENTS:

The Directors gratefully acknowledge the support extended by various agencies
involved in the operations of the Company, including financial institutions. The
Board of Directors wishes to place onrecord its sincere appreciation for the allround
co-operation and contributions made by the officers and staff of the Company.

For and on behalf of the Board of TSSPDCL,

Place: Hyderabad G Raghuma Reddy
Date: 25/09/2014 Chairman and Managing Director
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Annexure A to the Directors' Report
A. Company's Replies to the Auditors Qualifications / Reservations

To the Members of

Southern Power Distribution Company of Telangana Limited (Formerly Central
Power Distribution Company of Andhra Pradesh Limited)

Report onfinancial statement

1. Wehave audited the accompanying Financial Statements of Southern Power
Distribution Company of Telangana Limited (Formerly Central Power
Distribution Company of Andhra Pradesh Limited), (“the Company”), which
comprise the Balance Sheet as at March 31, 2014, the statement of Profit and
Loss and Cash Flow Statement for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

2. The Company's Management is responsible for the preparation of these
financial statements that give a true and fair view of the financial position,
financial performance and cash flows of the Company in accordance with
the Accounting Standards notified under the Companies Act, 1956 (the Act)
read with the General Circular 15/2013 dated 13th September, 2013 of the
Ministry of Corporate Affairs in respect of Section 133 of the Companies Act,
2013 and in accordance with the accounting principles generally accepted
in India. This responsibility includes the design, implementation and
maintenance of internal controlrelevant to the preparation and presentation
of the financial statements that give a tfrue and fair view and are free from
material misstatement, whether due to fraud orerror.

Auditors' Responsibility

3. Ourresponsibility is to express an opinion on these financial statements based
on our audit. We conducted our audit in accordance with the Standards on
Auditing issued by the Institute of Chartered Accountants of India. Those
Standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

4. An auditinvolves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
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relevant to the Company's preparation and fair presentation of the financial
statements 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 Company's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of the accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

5. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

STATUTORY AUDITORS' REPORT COMPANY'S REPLY

6. Basis for Disclaimer Opinion

I. PURCHASE OF POWER:

In Terms of GO. Ms. 53, Energy (Power | Regarding ratio of reallocation of Power
), April 28, 2008, more specifically | with prospective effect, request has
defined in the Note No. 4 of Notes| been made to the Govt. of AP. by
forming part of Financial Statements | APPCC.

the Government of Andhra Pradesh
has reallocated the power sharing
among the all DISCOM's with
retrospective effect from June 9,
2005, however no adjustments are
carried out for the transactions
already incorporated in the books of
accounts till March 31, 2008 at the
original ratio of allocation. The
impact of suchrevision, if any, on the
power purchase and its
corresponding liabilities/receivables
could not be ascertained.

ii. BALANCES CONFIRMATION

The Company has not obtained| The Company is in the process of
confirmations of balances from | obtaining confirmation of balances.

Sundry Creditors, Loans & Advances,
Current Liabilities and receivables.
Balances under these heads are
subject to reconciliation and review.
The impact, if any that may result on
reconciliation and review of the
balances under various heads in
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Assets and Liabilities could not be
determined.

iii. Un-reconciled Balances

a. Balances with Scheduled Banks in
current accounts include un-
reconciled items and there are
unidentified credits in the bank
accounts to the tune of ¥7.62 crores
(Previous year 32.85 crores). Similarly,
Inter Unit Accounts (Circles) remain
un-reconciled with a balance of
X7.29 Crores (Previous Year 32.49
Crores). The impact of these on the
Loss and Assets & Liabilities could not
be ascertained.

b. The balance from APSEE Master P &
G Trust amounting to ¥45.03 Crores
(Previous year X 43.72 Crores) is not
reconciled nor the balance
conformation obtained

c. The company has not identified
various creditors under Resco's
liability which are long outstanding
and un-reconciled.

The reconciliation will be done during
the FY 2014-15.

iv. Compliances To MSME Act, 2006

Note No. 32 to the Financial
Statements, the Company has not
completed the process of collecting
the information relating the Small
and Micro units rendering service or
supplying goods to the Company.
Hence we are unable to determine
whether there was delay in making
payment to such entities and thus
interest for such delay as required
under MSME Act, 2006, thus we are
unable to ascertain the impact on
the loss and liabilities of the
company.

The Company is in the process of
identifying the Micro, Small and
Medium Enterprises as defined under
"The Micro, Small and Medium
Enterprises Development Act, 2006".
However, the Company is prompt in
making payments to all Enterprises as
per Purchase Order terms.
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v Inter Corporate Deposits

During the year Company has
credited a sum of ¥.2.20 Crores
representing seftflement/
reconciliation of Inter Corporate
Deposits among DISCOMs in
consultation with APPCC as at
31.03.2010. In our opinion these
settlements were arrived at without
reviewing the substance of the
fransactions entered into prior to
31.03.2010 and accordingly loss and
Current Liabilities have been
understated by 2.20 Crores.

ICDs were reconciled upto 31st March
2014. 1CDs upto 31st March 2010 were
taken as abase for reconciliation, in this
process we could understand that
some entries were not journalized in the
books of DISCOMS which were now
taken into duly reconciling and
accepted by other DISCOMs and the
same was cerfified by Internal Auditors
M/s Sagar & Associates, Chartered
Accountants.

7. Basis for Qualified Opinion

. Consumer Confribution And
Government Grants

a) Reference is invited to Note No. 6(q)
of Notes forming part of Financial
Statements, that the company is
crediting amountsreceived from the
consumers and Government
towards tangible assets directly to
the reserves on receipt of the
amount, even before the asset is
created, which results in non-
identification of assets created out of
such contribution. Similarly, in the
case of Deposit Works, deposits
received from consumers are carried
in the books as liabilities without
identifying the assets created out of
such contracts and recognizing
Consumer Contribution upon
completion of assets. The impact on
the carrying value of Fixed Assets
and Consumer Contribution could
notbe ascertained.

b) It was observed that amortization of
assets are being made on the basis
of proportionate value of the assets

The Depreciation on the consumer
contributed assets including Granfts is
being written back to the Profit and Loss
based on the proportionate value of
the assets built out of the Consumer
Contributions, as they cannot be
matched with the assets created out of
such conftributions.
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to the Consumer contributions
instead of identifying the individual
assets created out of such Consumer
Contributions and Government
Grants. Due to this practice, in our
opinion amortization is being written
back for those assets which are not
created and also for those assets
which are retired/devoluted/
scrapped. Assets yet to be created
out of these funds and assets which
have been devoluted/scrapped/
retired, which were put into use out
of these funds, could not be
ascertained. The Impact on the loss
and the reserves & surplus could not
be ascertained.

c) The company has received Capital
grants through various schemes
sponsored by Government of India
or Government of Andhra Pradesh,
viz., RGGVY, Indiramma scheme and
Indira Jalaprabha where in
disclosure with respect to utilization
of the grants and the assets created
there to has not been provided by
the company, in accordance with
the paragraph no.'12.1 of
Accounting standard 12 -
Accounting for Government Grants.

ii. TANGIBLE ASSETS AND DEPRECIATION
THEREOF:

a. It was observed that defective | Noted forfuture compliance
meters which are being replaced
with new meters are not being
devoluted from the SAP accounting
system and there is no subsequent
tracking of such devoluted meters,
these results in asset being carried in
the books in spite of non-existence.
Furthermore it was observed that
new meters installed in lieu of the

@ 14" ANNUAL REPORT 2013 -



POWVWER
DSTRBUTON COMPANYOFTEAKGANALT
Lighting up your 1ves

defective meters are reduced from
the stock but the same is not being
capitalized, thus resulting in non-
adherence to the Accounting
Standard 10 - "Accounting for fixed
assets". The impact on the carrying
value of asset and the consequential
effect on the depreciation and the
loss could not be ascertained.

b. Capitalization of employee cost of | Ten Percent of the Cost of Capital Works

R72.91Crores (Previous year | is capitalized towards Employee Cost
¥58.70Crores) and Administrative | and Administrative & General Expenses,
and General Expenses of | asthe Operation Circles are executing
3 12.83crores (Previous year | both Capital Works and Operation &
% 10.35crores) is being carried out at | Maintenance Works, and it is not
10% on the cost of capital works, | practicable to maintain records to
more specifically detailed in Note | identify the man hours spent by the staff
No. 3 (vi)(a) of Notes forming part of | on Capital Works.
Financial Statements, instead of
capitalizing the directly attributable
costs in accordance with
Accounting Standard - 10,
'‘Accounting for Fixed Assets'. The
impact on the carrying value of asset
and the consequential effect on the
depreciation and the loss could not
be ascertained.

iii. TRADE RECEIVABLES

a. Reference is invited to note no 3 (xiii) | The existing provision covers the arrears

(b) where in the company has stated
that the provision is based on
receivables which are older than 60
months which in our opinion is not
commensurate with the size and the
nature of operation of the company
and further considering company's
internal policy with regard to
disconnection, bill stopping and
recovery. The impact of this practice
of the company on the loss and
carrying value of trade receivables
could not be ascertained.

against Bill Stopped Services, UDC
services and arrears involved in Court
cases. However the age wise analysis
for creation of provision for bad and
doubtful debts willbe reviewed.
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b. Reference is invited to note no 20 of
the notes forming part of financial
statements, the company has
carried a provision for doubtful debfts
to the tune of ¥517.87 Crores
(Previous yearX 536.70 Crores) during
the reporting period. Thus, in our
opinion the provision carried is
inadequate and is been historically
carried in the books instead of re-
assessing the requirement for
provision in the light of operations for
the year as at each balance sheet
date. The impact of this practice of
the company on the loss and
carrying value of frade receivables
could not be ascertained.

iv. Revenue Recognition

Progressive meter readings against | Noted for future guidance. It will be
disconnected services were | implemented duly modifying the Billing
observed. In these cases the | Software.

company raises bills against the
consumers and recognizes the
revenue, which in our opinion is notin
accordance with the Accounting
Standard - 9 "Revenue Recognition”,
since there exists an uncertainty of
collection of the receivables. The
impact on the loss and
consequential effect on ftrade
receivables could not be
ascertained.

v. Discontinuing operations

Reference is invited to note no 41 | Disclosure regarding AP Reorganisation
where in view of division of State of | hasbeenmade vide Note no.41.

Andhra Pradesh in to Telangana and
Andhra Pradesh (residuary) 2 circles
namely Anantapur and Kurnool of
the company has been de-merged
out to SPDCL. In accordance with
para 15 of Accounting Standard -24
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"Discontinuing Operations”, initial
disclosure event is friggered on 1st
March 2014 in terms of AP
Reorganisation Act, 2014 being
enacted. In our opinion the
company has not made
appropriate disclosure as mandated
by the standard.

. Basisfor Adverse Opinion

TANGIBLE ASSETS

. Tangible Assets created out of the
capital work orders and put to use as
at March 31, 2014 has not been
capitalized in the books as the work
completion certificate were not
furnished and work order was not
closed resulting in hon-compliance
with  Accounting Standard - 10
"Accountfing for Fixed Assets The
impact of these on the carrying
value of asset and consequential
effect on depreciation and the loss
could not be ascertained.

. Computers & IT equipment's,
Furniture and Fixtures and Office
Equipment purchased and not put
to use are being classified as
Inventories and capital work in
progress, instead of capitalizing in
accordance with the Accounting
Standard - 10 "Accounting for fixed
assets", accordingly depreciation on
such assets are not being charged to
the statement of profit & loss as the
asset are ready for its infended use,
thus resulting in non-compliance to
Accounting Standard - 6
"Depreciation”. The impact of these
on the carrying value of asset and
consequential effect on
depreciation and the loss could not
be ascertained.

The company is reviewing the closure of
work orders regularly and steps are
being taken to fasten the process of
capitalization duly obtaining the work
completion certificates.

Meters, Sim and Modem of GPRS to be
assembled for using the same in the
field. Hence, they cannot be put to use
readily and are freated asinventory.
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ii. ELECTRICITY DUTY

It was observed that interest on
electricity duty billed and recovered
from consumers has been
accounted asincome amounting to
the tune of ¥3.81Crores (Previous
year X 3.47 Crore) instead of passing
it on to the Government of Andhra
Pradesh. It is pertinent to note that
electricity duty being statutory levy,

The Company is paying the Electricity
Duty to the State Government on the
units billed whether the electricity duty is
realized or otherwise. Hence the interest
charged by the company on late
payment of electricity duty by
consumers is freated as income of the
company. The Company is making the
payment by utilizihg of CC limit with

Banks and on which interest @12.75%
p.aisbeing paid.

the authority to levy such interest
arises from Andhra Pradesh
Electricity duty Act, 1939 read with
Section 24 (1) of Indian Electricity
Act, 1910; hence the same cannot
form part of income of the company
even though the company is prompt
in making the payment of electricity
duty. Accordingly loss is being
understated and accordingly liability
is understated to the extent of ¥3.21
Crores (PreviousyearX 3.21 Crores).

Unascertained amount of aforesaid basis of opinions is much higher than the
ascertained amount that will have an effect on the Profit, Assets and Liabilities
and furnishing the aggregate effect of only the ascertained amounts willnot be
appropriate. Hence we are not furnishing the aggregate effect of the
ascertained amount on the loss, assets and liabilities.

Qualified Opinion

In our opinion and to the best of our information and according to the
explanations given to us, except for the possible effects of the matters
described in basis for disclaimer opinion paragraph, basis for qualified opinion
paragraph and basis for adverse opinion paragraph, the aforesaid Financial
Statements give the information required by the Act in the manner so required
and give a true and fair view in conformity with accounting principles generally
acceptedinindia:

in the case of the Balance Sheet, of the state of affairs of the company as at
March 31,2014;

i) inthe case of statement of profit and loss, of the Loss for the year ended on that

date; and
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i) inthe case of the Cash Flow Statement, of the cash flows for the yearended on

that date.

10. Emphasis of Matter

Without qualifying our opinion, we
draw attention to:

Note No. 4 of Notes Forming part of
Financial Statements regarding the
Third Transfer Scheme, in terms of
which the Bulk Supply Undertaking
and Power Purchase Agreements
were fransferred from APTRANSCO
to Distribution Companies in
specified ratio with effect from
09/06/2005 and subsequent revision
of the ratio of allocation with effect
from April 2008. In order to facilitate
purchase and trading of power, the
Government of Andhra Pradesh has
constituted one apex committee
and two sub-committees. The
Transactions of Sale of Power, to the
entities other than the four
Distribution Companies and
Purchase of Power as also allocation
of Cost of Purchase of Power
amongst the four Distribution
Companies are subject to audit by
an Independent Firm of Chartered
Accountants. The statements of
purchase and sale, as infimated by
the Committee and certified by the
independent firm of Chartered
Accountants are incorporated in the
Books of the Company and have
been accepted by us. It may be
mentioned that these Committees
are notlegal entities.

. Note No.40 of Notes forming part of

Financial Statements regarding loan
liability of the company against R-
APDRP Scheme from Power Finance

Informative.

Informative
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Corporation wherein in terms of the
loan Agreement Company is liable
to repayment of the loan however
the company has sought for
extension of time and expects the
same to be approved.

Note No.41 of Notes forming part of
Financial Statements regarding bi-
furcation of State of Andhra Pradesh
and consequent change in the
name, geographic operational
regions and ownership of the
Company post the Balance Sheet
date.

. Note No.42 of Notes forming part of

Financial Statements regarding
Financial Restructuring Scheme
(FRP) implemented by Ministry of
Power, Government of India during
the year under reference wherein
Short Term Loans and certain
liabilities towards power purchase/
Transmission Charges of the
Company have been swapped by
the issue of Bonds by the Company
which is guaranteed and payable
by Government of Andhra Pradesh/
Telangana. This event substantially
impacts the financial position of the
Company resulting in decrease in
Short Term Liabilities, increase in Long
Term Liabilities as also decrease in
Interest cost to the Company.

Informative

Informative
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Report on otherlegal and regulatory requirements

11.Asrequired by the companies (Auditor's Report) Order, 2003 ("the order") issued
by the Central Government of Indiain terms of sub-section (4A) of section 227 of
the act, we give in the Annexure a statement on the matters specified in
paragraphs 4 and 5 of the order.

12. Asrequired by section 227(3) of the Act, wereport that:

i. Except for the matters described in basis for disclaimer opinion paragraph and
basis for qualified opinion paragraph ,we have obtained all the information
and explanations which to the best of our knowledge and belief were
necessary for the purpose of our audit;

ii. Except for the possible effects of the matters described in basis for disclaimer
opinion paragraph, basis for qualified opinion paragraph and basis for adverse
opinion paragraph, in our opinion, proper books of account as required by law
have been kept by the company so far as appear from our examination of
those books and proper returns adequate for the purposes of our audit have
beenreceived from power purchase committee;

ii. The Financial statements dealt with by this report are in agreement with the
books of account and with the returns received from the branches not visited
by us;

iv. Except for the possible effects of the matter described in basis of disclaimer
opinion paragraph, basis of qualified opinion paragraph and basis of adverse
opinion paragraph, in our opinion, the Balance Sheet, the Statement of Profit
and Loss, and the Cash Flow Statement comply with Accounting Standards
notified under the Act read with the General Circular 15/2013 dated 13th
September, 2013 of the Ministry of Corporate Affairs in respect of Section 133 of
the Companies Act,2013; and

v. As the company is a government company, the provisions of Section 274 Sub
Section 1 (g) of the Companies Act, 1956is not applicable.

13. Other Matters

i. It was observed that the recoveries | Noted for future guidance.
from employees towards Group
Insurance Schemes and family
benefit fund schemes and
contributions payable to provident
funds and pension funds are being
utilized towards operations of the
company instead of investing the
funds outside the business and
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paying it to the respective trust or
fund.

i. Company is carrying an amount of
% .31.70 Crores (Previous YearX .30.85
Crores) towards deposits with various
Court Authorities as at the Balance
Sheet date. Details of Court cases,
their status and possible impact of
the Judgement has not been
analyzed and disclosed by the
Company.

The latest status of the cases is disclosed
inNotesNo.31.

For SHARAD & ASSOCIATES
Chartered Accountants
Firmregistration number: 06377S
sd/-

SHARAD SINHA

Partner

Membership No.: 202692

Place: Hyderabad

Date: 25.07.2014

For and on behalf of the Company

Sd/-

G RAGHUMAREDDY

Chairman & Managing Director
Place :Hyderabad

Date: 25.07.2014
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Annexure referred to paragraph 1 under
the heading "Report on other legal and
regulatory requirements” of our report of
evendate

Re: Southern Power Distribution
Company of Telangana Limited
(Formerly Central Power Distribution
Company of Andhra Pradesh Limited)
[the company]

Based on the audit procedures
performed for the purpose of reporting
a true and fair view on the financial
statements of the Company and taking
into consideration the information and
explanations given to us and the books
of account and otherrecord examined
by us in the normal course of audit we
report that:

1. a) The Company is generally
maintaining proper records showing
full particulars including quantitative
details and situation of fixed assets
exceptforland.

b) The physical verification of tangible

assets which was due in financial
year 2010-11 in accordance with a
phased programme of verifying all
tangible assets once in three years
has not undertaken the exercise
evenduring the year.

c) Assets disposed/scrapped during
the year were not substantial so as
to affect the going concern status of
the company.

2. a) Management has conducted
physical verification of stores, spare
parts, and components and other
materials lying in main stores as also
at Division/ Section offices during the
year and in our opinion, the

Informative

Noted

Noted

Informative
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frequency of verification is
reasonable

b) In our opinion, the procedure of
physical verification followed by the
management was reasonable and
adequate inrelation to the size of the
company and the nature of if's
business

c) Company has maintained proper
records of stores, spare parts,
components and other materials. In
our opinion material discrepancy
noticed has been adjusted in the
books of accounts.

3. In our opinion, company has not
granted or taken loans, secured or
unsecured, to companies, firms or
other parties covered in the register
required to be maintained U/s 301 of
the companies Act,1956.
Accordingly, provisions of clauses 4
(i) (a) to (g) of the Order are not
applicable.

4. Few instances of internal control
lapses have been identified by us in
the areas of reconciliation of
accounts, remittances in transit, inter
unit balances, under disconnected
services and accounting of capital
and revenue work orders and in our
opinion there has been continuing
failure to correct these major
weaknesses.

5. In our opinion, there were no
tfransactions that need to be entered
in the register maintained U/s 301 of
the Companies Act, 1956.
Accordingly, provisions of clauses4
(v) (a) to (v) (b) of the Order are not
applicable.

Informative

Informative

Noted

The observation
guidance.

Informative

is noted for future
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6. The company has not accepted any | Informative
deposits from the public, within the
meaning of Sections 58A and 58AA
or any other relevant provisions of
Companies Act, 1956 and the
Companies (Acceptance of
Deposits) Rules, 1975. Accordingly,
provisions of clause 4(vi) of the Order
are not applicable.

7. In our opinion, the internal audit | Noted
function carried out during the year
by firms of chartered accountants
appointed by the management is
commensurate with the size of the
company and the nature of its
business subject to the Internal
Auditing Standards and Frameworks
issued by The Institute of Chartered
Accountants of India being adopted
by the Company.

8. We have broadly reviewed the |Informative
books of accounts maintained by
the Company pursuant to the Rules
made by the Central Government
for the maintenance of cost records
under clause (d) of sub section (1) of
Section 209 of the Companies
Act, 1956 in respect to it's services
and are of the opinion that, prima
facie, the prescribed accounts and
records have been maintained.

9 a) Undisputed statutory duesincluding | Informative
provident fund ,ESI, income tax, sales
tax, wealth tax, service tax, customs
duty, excise duty, cess and other
material statutory dues applicable to
it have generally been regularly
deposited with the appropriate
authorities though there have been
delays in few cases. However with
respect fo provident fund the
company has not paid the
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confribution to it's own managed
Trust onregular basis.

b) The dues outstanding of income tax, | Informative
sales tax, wealth tax, service tax,
customs duty, excise duty and cess
on account of any dispute, are as
follows:

1 A.P. Tax Demand 44.52 Supreme
on Entry of Entry tax 2006 Court of
of Goods | on Goods India
in Local purchased
Area Act, | from
2001 oufside

state

2 A.P. Sales Tax 1.34 2001 to AP Sales
General 2005 Tax
Sales Tax Appellate
Act, 1956 Tribunal

3 A.P, VAT VAT 63.10 2005 to High Court
Act,2005 2011 of AP

10.The company has accumulated | Informative
losses in excess of fifty per cent of it's
net worth and the company has
incurred cash losses in the financial
year under audit and in the
immediately preceding financial
year. The effects of un-quantified
opinions have not been taken into
consideration for arriving at the cash
losses for the financial year

11.In our opinion, the company has not | Informative
defaulted in repayment of dues to
any financial institution or banks.
Accordingly, the provisions of clause
4 (xi) of the orderis not applicable to
the company.

12.The company has not granted any | Informative
loans or advances on the basis of
security by way of pledge of shares,
debentures and other securities,
other than housing loans to staff
wherein mortgage of house property
has been obtained by the company.
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13.In our opinion, the Company is not a
chit fund or a nidhi/mutual benefit
fund/society. Therefore, the
provisions of clause 4 (xiii) of the order
are not applicable to the Company.

14. In our opinion, the Company is not
dealing or trading in shares,
securities, debentures and other
investments. Accordingly, the
provisions of Clause 4 (xiv) of the
order are not applicable to the
Company.

15.In our opinion, company has not
given any guarantee for loans taken
by others from financial institution or
banks. Accordingly, the provisions of
clause 4 (xv) of the Order are not
applicable.

16.In our opinion, the Company has
applied term loans for the purpose
forwhich the loans were obtained.

17.In our opinion and on overall
examination of the balance sheet
and cash flow statement of the
company, we are of the opinion that
the funds raised on short term basis,
prima facie, have not been used for
long term investment and vice versa.

18.In our opinion, the company has not
made preferential allotment during
the year to the parties listed in the
register maintained U/s 301 of the
Companies Act,1956. Accordingly,
the provisions of clause 4 (xviii) of the
Order are not applicable.

19.The company has issued debenture
during the yearin accordance within
the Financial Restructure Plan
approved by the Government of
India however as certified by the
management the compliance to

Informative

Informative

Informative

Informative

Informative

Informative

Informative
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section 117A of the Companies Act,
1956 is not required since these
debentures are to public as also
guaranteed by Government of
Andhra Pradesh.

20.The company has not raised any | Informative
money through issue of shares to the
public during the year. Accordingly,
the provisions of clause 4 (xx) of the
Order are not applicable.

21.In our opinion, the Company is | Informative
suscepftible to frauds on the
company owing to power theft and
such frauds have been noticed and
reported during the year however
considering the fact that such
matters are subjudice amount
involved could not be adjudged
independently. Further, no frauds by
the company has been noticed or

reported during the year.
for SHARAD & ASSOCIATES For and on behalf of the Company
Chartered Accountants
Firmregistration number: 06377S
Sd/- Sd/-
G RAGHUMA REDDY
i:ﬁ::rD SINHA Chairman & Managing Director

Membership No.: 202692

Place: Hyderabad

Place: Hyderabad Date: 25.07.2014
Date: 25.07.2014
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Annexure B to the Directors’' Report

C & AG REPORT:

No. PAG(E&RSA)/ES-II(P)/TSSPDCL/1/2014-15/ 144 Dated 25.09.2014
To

The Chairman and Managing Director,

Southern Power Distribution Company of Telangana Limited,
Hyderabad.

Sir,

Sub: Comments on the accounts of Southern Power Distribution Company
of Telangana Limited, Hyderabad forthe yearended 31st March 2014.

* k% %

¢ | am to forward herewith Comments of the Comptroller and Auditor
General of India under Section 619(4) of the Companies Act 1956 on the
accounts of your company for the year ended 31 March 2014 for
necessary action.

¢ The date of placing of Comments along with Annual Accounts and
Auditors' Report before the Shareholders of the Company may be
intimated and a copy of the proceedings of the meeting furnished.

¢ The date of forwarding the Annual Report and the Annual Accounts of
the Company together with the Auditors' Report and Comments of the
Comptroller and Auditor General of India to the State Government for
being placed before the Legislature may also be communicated,

¢ Ten copies of the Annual Report for the year 2013-14 may be furnished in
due course.

Thereceipt of thisletter along with enclosures may please be acknowledged.

Yours faithfully,

Encl: Asabove. Sd/-
Principal Accountant General (E&RSA)
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA UNDER SECTION
619(4) OF THE COMPANIES ACT, 1956 ON THE ACCOUNTS OF SOUTHERN POWER
DISTRIBUTION COMPANY OF TELANGANA LIMITED, HYDERABAD FOR THE YEAR ENDED
31 MARCH 2014

The preparation of financial statements of Southern Power Distribution Company of
Telangana Limited, Hyderabad for the year ended 31st March 2014 in accordance
with the financial reporting framework prescribed under the Companies Act, 1956 s
the responsibility of the management of the company. The statutory auditor
appointed by the Comptroller and Auditor General of India under Section 619(2) of
the Companies Act, 1956 is responsible for expressing opinion on these financial
statements under section 227 of the Companies Act, 1956 based on independent
auditin accordance with the auditing and assurance standards prescribed by their
professional body the Institute of Chartered Accountants of India. This is stated o
have been done by them vide their Audit Report dated 25th July, 2014.

|, on behalf of the Comptroller and Auditor General of India, have conducted a
supplementary audit under section 619(3)(b) of the Companies Act, 1956 of the
financial statements of Southern Power Distribution Company of Telangana Limited,
Hyderabad for the year ended 31 March 2014. This supplementary audit has been
carried out independently without access to working papers of the statutory
auditors and is limited primarily to inquiries of the statutory auditors and company
personnel and a selective examination of some of the accounting records. Based
on my supplementary audit, lwould like to highlight the following significant matters
under section 619(4) of the Companies Act, 1956 which have come to my attention
and which in my view are necessary for enabling a better understanding of the
financial statements and the related Audit Report.

COMMENT COMPANY'S REPLY

1. Short term Loans and Advances
(Note No. 22)

Government Receivables - T 4199.62
crore

The above is understated by | Noted
%118.35 crore due to netting of the
advance amount received towards
RLNG subsidy against the above. This
has also resulted in understatement
of 'Current Liabilities' to the same
extent.
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2. Contingent Liabilities (Note No 31)

The company has not accounted for
the Transmission and SLDC charges
payable to APTRANSCO to the
extent of ¥34.33 crore disputing the
charges on excess power drawn
over the quantity allowed by the
APERC. The fact should have been
disclosedin the notes to accounts.

Noted

For and on behalf of the Comptroller
and
Auditor General of India

Sd/-

For and on behalf of the Board of
Directors

Sd/-
G RAGHUMA REDDY

Principal Accountant General (E&RSA) Chairman & Managing Director

Place :Hyderabad
Date:25.09.2014

Place : Hyderabad
Date : 25.09.2014
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Report of the Independent Auditors on the Financial Statements

To the Members of

Southern Power Distribution Company of Telangana Limited (Formerly Cenftral
Power Distribution Company of Andhra Pradesh Limited)

Report onfinancial statement

1.  We have audited the accompanying Financial Statements of Southern Power
Distribution Company of Telangana Limited (Formerly Central Power
Distribution Company of Andhra Pradesh Limited), ['the company"], which
comprise the Balance Sheet as at March 31, 2014, the statement of Profit and
Loss and Cash Flow Statement for the year then ended, and a summary of
significant accounting policies and other explanatory information.

Management's Responsibility for the Financial Statements

2.  The Company's Management is responsible for the preparation of these
financial statements that give a true and fair view of the financial position,
financial performance and cash flows of the Company in accordance with
the Accounting Standards notified under the Companies Act, 1956 (the Act)
read with the General Circular 15/2013 dated 13th September, 2013 of the
Ministry of Corporate Affairs in respect of Section 133 of the Companies Act,
2013 andin accordance with the accounting principles generally acceptedin
India. Thisresponsibility includes the design, implementation and maintenance
of internal controlrelevant to the preparation and presentation of the financial
statements that give a frue and fair view and are free from material
misstatement, whether due to fraud or error.

Auditors' Responsibility

3. OQurresponsibility is to express an opinion on these financial statements based
on our audit. We conducted our audit in accordance with the Standards on
Auditing issued by the Institute of Chartered Accountants of India. Those
Standards require that we comply with ethical requirements and plan and
perform the audit to obtainreasonable assurance about whether the financial
statements are free from material misstatement.

6-3-1099/1/6, 1°" Floor, Hotel Katriya Lane, off Raj Bhavan Road, Somajiguda, Hyderabad- 500082
Phone no: 040-23396583; 66665276, 9849021401
E-Mail: sas.cas1993@gmail.com
Branches: Guntur, Raipur &Sambalpur
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4.  An audit involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control
relevant to the Company's preparation and fair presentation of the financial
statements 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 Company's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of the accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements.

5. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our Qualified Opinion.

6. Basis for Disclaimer Opinion
I Purchase Of Power

In Terms of GO. Ms. 53, Energy (Power lll), April 28, 2008, more specifically
defined in the Note No. 4 of Notes forming part of Financial Statements the
Government of Andhra Pradesh hasreallocated the power sharing among the
all DISCOM's with retrospective effect from June 9, 2005, however no
adjustments are carried out for the transactions already incorporated in the
books of accounts till March 31, 2008 at the original ratio of allocation. The
impact of such revision, if any, on the power purchase and its corresponding
liabilities/receivables could not be ascertained.

i Balances Confirmation

The Company has not obtained confirmations of balances from Sundry
Creditors, Loans & Advances, Current Liabilities and receivables. Balances
under these heads are subject to reconciliation and review. The impact, if any
that may result on reconciliation and review of the balances under various
headsin Assets and Liabilities could not be determined.

6-3-1099/1/6, 1°" Floor, Hotel Katriya Lane, off Raj Bhavan Road, Somajiguda, Hyderabad- 500082
Phone no: 040-23396583; 66665276, 9849021401
E-Mail: sas.cas1993@gmail.com
Branches: Guntur, Raipur &Sambalpur
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iii. Un-reconciledBalances

a. Balances with Scheduled Banks in current accounts include un-reconciled
ifems and there are unidentified credits in the bank accounts to the tune of
X 7.62 Crores (Previous yeark 2.85 Crores). Similarly, Inter Unit Accounts (Circles)
remain un-reconciled with a balance of ¥7.29 Crores (Previous Yeark 2.49
Crores).The impact of these on the Loss and Assets & Liabilities could not be
ascertained.

b. The balance from APSEE Master P & G Trust amounting to ¥45.03 Crores
(Previous year X 43.72 Crores) is not reconciled nor the balance confirmation
obtained

c. The company has not identified various creditors under Resco's liability which
are long outstanding and un-reconciled.

iv. CompliancesTo MSME Act, 2006

Note No. 32 to the Financial Statements, the Company has not completed the
process of collecting the information relating the Small and Micro units
rendering service or supplying goods to the Company. Hence we are unable
to determine whether there was delay in making payment to such entities and
thus interest for such delay as required under MSME Act, 2006, thus we are
unable to ascertain the impact on the loss and liabilities of the company.

v. Inter Corporate Deposits

During the year Company has credited a sum of ¥2.20 Crores representing
settlement/ reconciliation of Inter Corporate Deposits among DISCOMs in
consultation with APPCC as at 31.03.2010. In our opinion these settlements
were arrived at without reviewing the substance of the transactions entered
into prior to 31.03.2010 and accordingly loss and Current Liabilities have been
understated by 2.20 Crores.

7. Basis for Qualified Opinion
i. Consumer Contribution And Government Grants

a) Reference is invited to Note No. 6(a) of Notes forming part of Financial
Statements, that the company is crediting amounts received from the

6-3-1099/1/6, 1°" Floor, Hotel Katriya Lane, off Raj Bhavan Road, Somajiguda, Hyderabad- 500082
Phone no: 040-23396583; 66665276, 9849021401
E-Mail: sas.cas1993@gmail.com
Branches: Guntur, Raipur &Sambalpur
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consumers and Government towards tangible assets directly to the reserves on
receipt of the amount, even before the asset is created, which results in non-
identification of assets created out of such contribution. Similarly, in the case of
Deposit Works, deposits received from consumers are carried in the books as
liabilities without identifying the assets created out of such contracts and
recognizing Consumer Contribution upon completion of assets. The impact on
the carrying value of Fixed Assets and Consumer Contribution could not be
ascertained.

It was observed that amortization of assets are being made on the basis of
proportionate value of the assets to the Consumer Confributions instead of
identifying the individual assets created out of such Consumer Contributions
and Government Grants. Due to this practice, in our opinion amortization is
being written back for those assets which are not created and also for those
assets which are retired/devoluted /scrapped. Assets yet to be created out of
these funds and assets which have been devoluted /scrapped/retired, which
were put into use out of these funds, could not be ascertained. The Impact on
the loss and the reserves & surplus could not be ascertained.

The company has received Capital Grants through various schemes
sponsored by Government of India or Government of Andhra Pradesh, viz.,
RGGVY, Indirama scheme and Indira Jalaprabha where in disclosure with
respect to utilization of the grants and the assets created there to has not been
provided by the company, in accordance with the paragraph no.12.1 of
Accounting Standard 12 -Accounting for Government Grants.

Tangible Assets And Depreciation thereof:

It was observed that defective meters which are being replaced with new
meters are not being devoluted from the SAP accounting system and there is
no subsequent tracking of such devoluted meters, these results in asset being
carried in the books inspite of non-existence. Furthermore it was observed that
new meters installed in lieu of the defective meters are reduced from the stock
but the same is not being capitalized, thus resulting in non-adherence to the
Accounting Standard 10 - "Accounting for fixed assets'. The impact on the
carrying value of asset and the consequential effect on the depreciation and
the loss could not be ascertained.
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Capitalization of employee cost of ¥ 72.91Crores (Previous year X 58.70Crores)
and Administrative and General Expenses of ¥ 12.83crores (Previous year
% 10.35crores) is being carried out at 10% on the cost of capital works, more
specifically detailed in Note No. 3 (vi)(a) of Notes forming part of Financial
Statements, instead of capitalizinhg the directly attributable costs in
accordance with Accounting Standard - 10, 'Accounting for Fixed Assets'. The
impact on the carrying value of asset and the consequential effect on the
depreciation and the loss could not be ascertained.

Trade Receivables

Reference is invited to note no 3 (xiii) (b) where in the company has stated that
the provision is based on receivables which are older than 60 months which in
our opinion is not commensurate with the size and the nature of operation of
the company and further considering company's internal policy with regard to
disconnection, bill stopping and recovery .The impact of this practice of the
company on the loss and carrying value of trade receivables could not be
ascertained.

Reference is invited to note no 20 of the notes forming part of financial
statements, the company has carried a provision for doubtful debts to the fune
of ¥517.87 Crores (Previous year ¥ 536.70Crores) during the reporting period.
Thus, in our opinion the provision carried is inadequate and is been historically
carried in the books instead of re-assessing the requirement for provision in the
light of operations for the year as at each balance sheet date. The impact of
this practice of the company on the loss and carrying value of trade
receivables could not be ascertained.

Revenue Recognition

Progressive meter readings against disconnected services were observed. In
these cases the company raises bills against the consumers and recognizes the
revenue, which in our opinion is not in accordance with the Accounting
standard - 9 "Revenue Recognition”, since there exists an uncertainty of
collection of the receivables. The impact on the loss and consequential effect
on fradereceivables could not be ascertained.
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v. Discontinuing operations

Reference is invited to note no 41 where in view of division of State of Andhra
Pradesh in to Telangana and Andhra Pradesh (residuary) 2 circles namely
Anantapur and Kurnool of the company has been de-merged out to SPDCL. In
accordance with para 15 of Accounting Standard -24 "Discontinuing
Operations", initial disclosure event is friggered on 1st March 2014 in terms of AP
Reorganisation Act, 2014 being enacted. In our opinion the company has not
made appropriate disclosure as mandated by the standard.

8. Basis for Adverse Opinion
i.  Tangible Assets

a. Tangible Assets created out of the capital work orders and put to use as at
March 31, 2014 has not been capitalized in the books as the work completion
certificate were not furnished and work order was not closed resulting in non-
compliance with Accounting Standard - 10 "Accounting for Fixed Assets”. The
impact of these on the carrying value of asset and consequential effect on
depreciation and the loss could not be ascertained.

b. Computers & IT equipment, Furniture and fixtures and office equipment
purchased and not put to use are being classified as Inventories and capital
work in progress, instead of capitalizing in accordance with the Accounting
Standard - 10 "Accounting for fixed assets", accordingly depreciation on such
assets are not being charged to the statement of profit & loss as the asset are
ready for its infended use, thus resulting in non-compliance to Accounting
Standard - 6 "Depreciation”. The impact of these on the carrying value of asset
and consequential effect on depreciation and the loss could not be
ascertained.

ii. Electricity Duty

It was observed that interest on electricity duty billed and recovered from
consumers has been accounted as income amounting to the fune of
¥ 3.81Crores (Previous year ¥3.47 Crore) instead of passing it on to the
Government of Andhra Pradesh. It is perfinent to note that electricity duty
being statutory levy, the authority to levy such interest arises from Andhra
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Pradesh Electricity duty Act, 1939 read with Section 24 (1) of Indian Electricity
Act, 1910; hence the same cannot form part of income of the company even
though the company is prompt in making the payment of electricity duty.
Accordingly loss is being understated and accordingly liability is understated
to the extent of¥ 3.21 Crores (Previous yearI 3.21 Crores).

ii.  Unascertained amount of aforesaid basis of opinions is much higher than the
ascertained amount that will have an effect on the Profit, Assets and Liabilities
and furnishing the aggregate effect of only the ascertained amounts will not
be appropriate. Hence we are not furnishing the aggregate effect of the
ascertained amount on the loss, assets and liabilities.

9. Qualified Opinion

In our opinion and to the best of our information and according to the
explanations given to us, except for the possible effects of the matters
described in basis for disclaimer opinion paragraph, basis for qualified opinion
paragraph and basis for adverse opinion paragraph, the aforesaid Financial
Statements give the information required by the Actin the manner so required
and give a true and fair view in conformity with accounting principles generally
acceptedinindia:

l) in the case of the Balance Sheet, of the state of affairs of the company as at
March 31,2014;

i) inthe case of statement of profit and loss, of the Loss for the yearended on that
date; and

i) inthe case of the Cash Flow Statement, of the cash flows for the yearended on
that date.

10. Emphasis of Matter
Without qualifying our opinion, we draw attention to:

I Note No. 4 of Notes Forming part of Financial Statements regarding the Third
Transfer Scheme, in terms of which the Bulk Supply Undertaking and Power
Purchase Agreements were transferred from APTRANSCO to Distribution
Companies in specified ratio with effect from 09/06/2005 and subsequent
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revision of the ratio of allocation with effect from April 2008. In order to
facilitate purchase and trading of power, the Government of Andhra Pradesh
has constituted one apex committee and two sub-committees. The
Transactions of Sale of Power, to the entities other than the four Distribution
Companies and Purchase of Power as also allocation of Cost of Purchase of
Power amongst the four Distribution Companies are subject to audit by an
Independent Firm of Chartered Accountants. The statements of purchase and
sale, as intimated by the Committee and certified by the independent firm of
Chartered Accountants are incorporated in the Books of the Company and
have been accepted by us. It may be mentioned that these Committees are
notlegal entities.

Note No.40 of Notes forming part of Financial Statements regarding loan
liability of the company against R-APDRP Scheme from Power Finance
Corporation wherein in terms of the loan Agreement Company is liable to
repayment of the loan however the company has sought for extension of time
and expects the same to be approved.

Note No.41 of Notes forming part of Financial Statements regarding bi-
furcation of State of Andhra Pradesh and consequent change in the name,
geographic operational regions and ownership of the Company post the
Balance Sheet date.

Note No.42 of Notes forming part of Financial Statements regarding Financial
Restructuring Scheme (FRP) implemented by Ministry of Power, Government of
India during the year under reference wherein Short Term Loans and certain
liabilities towards power purchase/Transmission Charges of the Company
have been swapped by the issue of Bonds by the Company which is
guaranteed and payable by Government of Andhra Pradesh/Telangana. This
event substantially impacts the financial position of the Company resulting in
decrease in Short Term Liabilities, increase in Long Term Liabilities as also
decrease inInterest cost to the Company.

Report on Other Legal and Regulatory Requirements

1.

As required by the companies (Auditor's Report) Order, 2003 ("the order")
issued by the centralgovernment of India in ferms of sub-section (4A) of section
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227 of the act, we give in the Annexure a statement on the matters specified in
paragraphs 4 and 5 of the order.

12. Asrequired by section 227(3) of the Act, we report that:

Except for the matters described in basis for disclaimer opinion paragraph and
basis for qualified opinion paragraph ,we have obtained all the information
and explanations which to the best of our knowledge and belief were
necessary for the purpose of our audit;

Except for the possible effects of the matters described in basis for disclaimer
opinion paragraph, basis for qualified opinion paragraph and basis for
adverse opinion paragraph, in our opinion, proper books of account as
required by law have been kept by the company so far as appear from our
examination of those books and proper returns adequate for the purposes of
our audit have beenreceived from power purchase committee;

The Financial statements dealt with by this report are in agreement with the
books of account and with the returns received from the branches not visited
by us;

Except for the possible effects of the matter described in basis of qualified
opinion paragraph and basis of adverse opinion paragraph, in our opinion, the
Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement
comply with Accounting Standards nofified under the Act read with the
General Circular 15/2013 dated 13th September, 2013 of the Ministry of
Corporate Affairsinrespect of Section 133 of the Companies Act, 2013; and

As the company is a government company, the provisions of Section 274 Sub
Section 1 (g) of the Companies Act, 1956 is not applicable.

13. Other Matters

It was observed that the recoveries from employees towards Group Insurance
Schemes and Family Benefit Fund schemes and contributions payable to
provident funds and pension funds are being utilized towards operations of the
company instead of investing the funds outside the business and paying it to
the respective trust or fund.
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i. Companyiscarrying an amount of¥31.70 Crores (Previous Year30.85 Crores)
towards deposits with various Court Authorities as at the Balance Sheet date.
Details of Court cases, their status and possible impact of the Judgement has
notbeen analyzed and disclosed by the Company.

For SHARAD & ASSOCIATES
Chartered Accountants
Firm Regn.No: 0063775
Sd/-

SHARAD SINHA

Partner

MNo.:202692

Place: Hyderabad

Date: 25.07.2014
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Report of the independent auditors on the financial statements

Annexure referred to paragraph 1 under the heading "Report on other legal and
regulatory requirements" of ourreport of even date

Re: Southern Power Distribution Company of Telangana Limited (Formerly Central
Power Distribution Company of Andhra Pradesh Limited) [the company]

Based on the audit procedures performed for the purpose of reporting a true and
fair view on the financial statements of the Company and taking into consideration
the information and explanations given to us and the books of account and other
record examined by usin the normal course of audit we report that:

1.
()

(B)

(c)

(a)

(0)

(c)

The Company is generally maintaining proper records showing full particulars
including quantitative details and situation of fixed assets except forland.

The physical verification of tangible assets which was due in financial year
2010-11 in accordance with a phased programme of verifying all tangible
assets once in three years has not undertaken the exercise even during the
year.

Assets disposed/scrapped during the year were not substantial so as to affect
the going concern status of the company.

Management has conducted physical verification of stores, spare parts, and
components and other materials lying in main stores as also at Division/ Section
offices during the year and in our opinion, the frequency of verification is
reasonable.

In our opinion, the procedure of physical verification followed by the
management was reasonable and adequate in relation to the size of the
company and the nature of it's business.

Company has maintained proper records of stores, spare parts, components
and other materials. In our opinion material discrepancy noticed has been
adjustedin the books of accounts.
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In our opinion, company has not granted or taken loans, secured or
unsecured, to companies, firms or other parties covered in the registerrequired
to be maintained U/s 301 of the companies Act, 1956 . Accordingly, provisions
of clauses 4 (iii) (a) to (g) of the Order are not applicable.

Instances of internal control lapses have been identified by us in the areas of
reconciliation of accounts, remittances in transit, inter unit balances, under
disconnected services and accounting of capital and revenue work orders
and in our opinion there has been continuing failure to correct these major
weaknesses.

In our opinion, there were no transactions that need to be entered in the
register maintained U/s 301 of the Companies Act,1956. Accordingly,
provisions of clauses4 (v) (a) to (v) (b) of the Order are not applicable.

The company has not accepted any deposits from the public, within the
meaning of Sections 58A and 58AA or any other relevant provisions of
Companies Act, 1956 and the Companies (Acceptance of Deposits) Rules,
1975.Accordingly, provisions of clause 4(vi) of the Order are not applicable.

In our opinion, the internal audit function carried out during the year by firms of
chartered accountants appointed by the management is commensurate
with the size of the company and the nature of its business subject to the
Internal Auditing Standards and Frameworks issued by The Institute of
Chartered Accountants of India being adopted by the Company.

We have broadly reviewed the books of accounts maintained by the
Company pursuant to the Rules made by the Central Government for the
maintenance of cost records under clause (d) of sub section (1) of Section 209
of the Companies Act, 1956 in respect to it's services and are of the opinion
that, prima facie, the prescribed accounts and records have been
maintained.

(a) Undisputed statutory dues including provident fund, ESI, income tax, sales
tax ,wealth tax ,service tax ,customs duty, excise duty, cess and other material
statutory dues applicable to it have generally been regularly deposited with
the appropriate authorities though there have been delays in few cases.
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However with respect to provident fund the company has not paid the
conftribution toit'sown managed Trust onregular basis.

(b) The dues outstanding of income tax, sales tax, wealth tax, service tax ,
customs duty, excise duty and cess on account of any dispute, are as follows:

S. Name of Nature of Amount | Period to Forum
No the Statute Dues (Z in | which the where
Crores) | amount dispute is
relates pending
1. | A.P. Tax on Entry Demand of Entry tax 44.52 2002 to Supreme
of Goods in Local | on Goods 2006 Court of India
Area Act, 2001 purchased from
outside state
2. | A.P. General Sales | Sales Tax 1.34| 2001 to AP Sales Tax
Tax Act, 1956 2005 Appellate
Tribunal
3. | ALP.VAT Act, 2005 | VAT 63.10| 2005 to High Court of
2011 A.P.

10. The company has accumulated losses in excess of fifty per cent of it's net worth
and the company has incurred cash losses in the financial year under audit
and in the immediately preceding financial year. The effects of un-quantified
opinions have not been taken into consideration for arriving at the cash losses
forthe financial year.

11. In our opinion, the company has not defaulted in repayment of dues to any
financial institution or banks. Accordingly, the provisions of clause 4 (xi) of the
orderis not applicable to the company.

12. The company has not granted any loans or advances on the basis of security
by way of pledge of shares, debentures and other securities, other than
housing loans to staff wherein mortgage of house property has been obtained
by the company.
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In our opinion, the company is not a chit fund or a nidhi/mutual benefit fund
/society. Accordingly, the provisions of clause 4 (xii) of the order is not
applicable to the company.

In our opinion, the company is not dealing or frading in shares, securities,
debentures and otherinvestments. Accordingly, the provisions of clause 4 (xiv)
of the Order are not applicable.

In our opinion, company has not given any guarantee forloans taken by others
from financial institution or banks. Accordingly, the provisions of clause 4 (xv) of
the Order are not applicable.

In our opinion, the Company has applied terms loans for the purpose for which
the loans were obtained.

In our opinion and on overall examination of the balance sheet and cash flow
statement of the company, we are of the opinion that the funds raised on short
term basis, prima facie, have not been used forlong term investment and vice
versa.

In our opinion, the company has not made preferential allotment during the
year to the parties listed in the register maintained U/s 301 of the Companies
Act, 1956 . Accordingly, the provisions of clause 4 (xviii) of the Order are not
applicable.

The company has issued debenture during the year in accordance within the
Financial Restructure Plan approved by the Government of India however as
certified by the management the compliance to section 117A of the
Companies Act, 1956 is not required since these debentures are to public as
also guaranteed by Government of Andhra Pradesh.

The company has not raised any money through issue of shares to the public
during the year. Accordingly, the provisions of clause 4 (xx) of the Order are not
applicable.
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21. Inour opinion, the Company is susceptible to frauds on the company owing to
power theft and such frauds have been noticed and reported during the year
however considering the fact that such matters are subjudice amount
involved could not be adjudged independently. Further, no frauds by the
company has been noticed orreported during the year

ForSHARAD & ASSOCIATES
Chartered Accountants
Firm Regn.No:006377S

Sd/-

SHARAD SINHA

Partner
MNo.:202692

Place: Hyderabad
Date: 25.07.2014
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SOUTHERNPOWER DISTRIBUTION COMPANY OF TELANGANA LIMITED
(Formerly Central Power Distribution Company of A P Ltd)

BALANCE SHEET AS AT 31ST MARCH, 2014

EQUITY AND LIABILITIES
ée§£é3 Sfslovel) @éje:o

Shareholders' Funds
e OO AP

(a) Share Capital
T Ko 8K

7,284,796,090

7,284,796,090

(b) Reserves and Surplus
B $08050 KIen

(66,817,430,458)

(60,382,977,833)

(c) Money received against share
warrants

Share application money pending
allotment

Non-Current Liabilities
©RBSS wHyen

(a) Long-term Borrowings
8§NSV€>§

72,852,568,898

28,134,029,035

(o) Deferred tax liabilities (Net)
Fo0m Jcwdd Hdy

(c) Other Long term liabilities
QB 5§w§é’>§ ©HYeD

1,285,292,141

1,399.747,001

(d) Long-term Provisions
8§»§°€>§ BET00005) &0

4,443,364,935

3.411,105,925

Current Liabilities
(98 wdyen)

(a) Short-term Borrowings
35057 OE SeSnen

11,516,965,307

45,421,0565,222

(o) Trade Payables
> Ao BYoYeo

49,122,642,741

61,686,445,133

(c) Other Current Liabilities
2SS HHE wdyed

36,565,487,256

33,421,185,559

(d) Short-term Provisions
By 578 Serono)en

4,292,047,808

1,444,152,563

TOTAL  (3385%)

120,545,734,718

121,819,538,696

ASSETS

(es9e0)

Non-Current Assets
BB esdyen

(a) Fixed Assets R8 esdyen

(i) Tangible Assets
DY) BES esdgen

46,353,312,336

41,291,779,152

Cont...
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(i) Intangible Assets 90,183,700 125,308,954
SINCICISVON
(iii) Capital Work in Progress 9,159,798,313 8,292,963,881
25REE doD éadien
(iv) Intangible assets under . .
development
(b) Non-Current Investments 15 2,956,193,606 2,767,766,606
©RBES epwdoen
(c) Deferred Tax Assets (Net) 16 2,831,043,031 1,662,696,563
ToT Icadd HY
(d) Long-term loans and advances 17 559,160,238 413,972,252
5&5»5‘6% SRUDSINSEISRAI OO
(e) Other Non-current Assets 18 73,003,101 67,686,366
[EE HRBSS e9Byen
2 | Current Assets @98 esdgen
(a) Current Investments — — —
D28 Tepeachen
(b) Inventories 19 2,322,051,692 2,192,203,011
D88 deog
(c) Trade Receivables 20 23,747,441,691 14,371,915,778
g8 Ao Traacren
(d) Cash and cash equivalents 21 2,339,597,712 2,339,333,053
SK§% dexg
(e) Short-term Loans and Advances| 22 3,417,678,586 626,518,333
D)5 d8 ©Hven $08050 2ASTITen
(f) Other Current Assets 23 26,696,270,712 47,667,394,746
B (DS B0
Total (S0gsw) 120,545,734,718 121,819,538,695

Notes Forming part of Financial Statements 1-44

Balance Sheet As per our report of even date

The Schedules referred to above and the notes thereon form an integral part of the

For M/s Sharad & Associates Sd/-

Chartered Accountants G RAGHUMA REDDY

Firm Regn No.06377S Chairman & Managing Director
Sd/-

SHARAD SINHA

Partner

M. No 202692 Sd/-

Date : 25.07.2014 R NARAYANA REDDY

Place: Hyderabad Chief General
Manager(Finance)

For and on behalf of the Company

Sd/-

C SRINIVASA RAO
Director (Finance)

Sd/-
K.SUJATHA

Company

Secretary
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SOUTHERNPOWER DISTRIBUTION COMPANY OF TELANGANA LIMITED
(Formerly Central Power Distribution Company of A P Ltd)

PROFIT & LOSS STATEMENT FOR THE YEAR ENDED 31ST MARCH, 2014

Particulars Note 2013-14 2012-13
No. ] 54
| | Revenue from Operations 24 169,091,466,088 156,772,175,445
Less: Electricity Duty Paid (1,435,555,199) (954,341,328)
Net Revenue from Operations 167,655,910,889 155,817,834,117
36557"8@ &go° 8Alg
Il | Other Income 25 2,958,465,352 3.163,266,613
RSE BTN
Il | Total Revenue S0 68)(‘6:"5 170,614,376,241 158,981,100,730
Expenses ($5g05050)
Power Purchase Expense 26 152,555,107,089 152,353,052,978
Défogehy e
Employee Benefit expense 27 8,527,177 ,486 7.661,488,812
fx‘;ﬁ‘gﬁoo &S Pargen
Operation and Other Expenses 28 3,693,651,201 3,402,593,135
K)dogé“’eo 00030 ¥BY gpéoaen
Finance Costs 29 10,006,150,953 11,816,422,896
@88 Sgaddwen
@
Depreciation and amortisation expense 5,075,366,127 4,527,902,075
S
IV | Total Expenses (300¢8:5%0 :égoﬁozsw) 179,857,452,856 179,761,459,896
V | Profit before exceptional & extraordinary (9.243,076,615) | (20,780,359,166)
items and tax (llI-1V)
9“3:6301, Q%Zg}éeﬁ 508050 WBSI00E
000 eregfdn
VI | Exceptional Items 35(3:31266 0N 30 37,665,582 57,449,024,382
VIl | Profit before exiraordinary items and (9.280,742,198) | (78,229,383,548)
tax (V-VI)
VIl | Extraordinary ltems — —
&S50
IX | Profit before tax (VII-VIII) (9.280,742,198) | (78,229,383,548)
o“aiéaozsﬂ) 320080 eIt
X | Tax Expense: H&0) 5505050
(1) Current Tax Q98 H39) — —
(2) Deferred Tax SP0RT® 30502&S 0“326331 (1,168,346,468) (1,046,486,390)
Cont...
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Particulars Note 2013-14 2012-13
No. < g
Xl | Profit (Loss) for the period from
continuing operations (1X-X) (8,112,395,730) | (77,182,897,158)
QEE &efhd
Xl | Profit/(loss) from discontinuing . _
operations
Xl | Tax expense of discontinuing operations — —
XIV | Profit/(loss) from discontinuing
operations (after tax) (XII-XIII) — —
XV | Profit /(Loss) for the period (XI +XIV) (8,112,395,730) | (77,182,897,158)
QEY erefdon
XVI | Earnings per equity share:
(1) Basic (11.13¢) (105.951)
(2) Diluted (11.13¢) (105.951)
Notes Forming part of Financial Statements  1-44

Profit & Loss.

Schedules Refered to above and notes attached thereto form integral part of Statement of

As per our report of even date
For M/s Sharad & Associates Sd/-
Chartered Accountants
Firm Reg. No.06377S

Sd/-
SHARAD SINHA
Partner
M. No 202692
Date : 25.07.2014

Place: Hyderabad

Sd/-
R NARAY ANA REDDY

Chief General
Manager(Finance)

G RAGHUMA REDDY

Chairman & Managing Director

For and on behalf of the Company

Sd/-

C SRINIVASA RAO

Director (Finance)

Sd/-

K.SUJATHA

Company Secretary
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SOUTHERNPOWER DISTRIBUTION COMPANY OF TELANGANA LIMITED
(Formerly Central Power Distribution Company of A P Ltd)

CASH FLOW STATEMENT FOR THE YEAR ENDED 31st MARCH, 2014

Year Ended 31st March, 2014

Year Ended 31st March, 2013

z | z z z
A . Cash flows from operating activities:
Net Profit before tax (9.280,742,198) (78,229,383,548)
Adjustments :
Add: Depreciation 5,075,366,127 4,527,902,075
Add: Interest on Long Term Borrowings 3,990,070,362 2,647,197,808
Less: Withdraw! of Depreciation on 2,235,394,777 1,982,255,802
Consumer Confributed Assets
Operating profit before working capital changes (2,450,700,486) (73,036,539,468)
Increase/Decrease in Non-Current Liabilities
Increase in Other Long Term Liabilities 665,160 42,935,260
Increase in Long Term Provisions 1,032,259,010 368,538,022
Increase/(Decrease) in Non-Current Assets
Increase in Long-tem Loans & Advances (22,660,248) (60,260,312)
Increase in Other Non-current Assets (5,316,735) (8.099,953)
Changes in Working Capital :
(Increase)/ Decrease in Current Liabilities
Increase in Short Term Borrowings (33,904,089,915) 3,183,302,936
Increase in Trade Payables (12,563,802,392) 11,653,227,530
Increase in Other Current Liabilities 3,144,301,697 12,032,811,427
Increase in Short Term Provisions 2,847,895,245 103,471,451
Increase/(Decrease) in Current Assets
Increase in Inventories (129.848,680) (95,132,970)
Increase in Trade Receivables (9.375,525,913) (3,072,200,464)
Decrease in Short-term Loans & Advances (2,791,160,254) 52,834,731,063
Decrease in Other Current Assets 20,945,052,927 5,261,811,582
Cash generated from operations (33,272,930,585) 9.208,596,104
Income taxes Paid - -
Net cash flow before extraordinary item (33,272,930,585) 9.208,596,104
Net Cash from Operating Activities (33,272,930,585) 9,208,596,104
B. Cash flows from investing activities:
Purchases/Adjustments relafing fo Fixed Assets (10,101,774,057) (9.209,568,608)
Increase in Capital Work in Progress (866,834,432) (880,961,564)
Increase in Non-Current Investments (188,427,000) (996,000,000)
Decrease in Capital Advances (122,527,737) 167,253,462
Increase in Other Long Term Liabilities (115,120,020) 106,030,093
Net cash flow from investing activities (11,394,683,248) (10,813,246,617)
C. Cash flows from financing activities:
Consumer Contributions Received 3.854,173,116 4,007,598,879
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Year Ended 31st March, 2014

Year Ended 31st March, 2013

g 4 g g

Increase in Long Term Borrowings 44,718,539,863 1,228,957,855

Interest paid on Long Term Borrowings (3,990,070,362) (2,647,197,808)

Increase in Contingency Reserve 54,308,494 46,593,990

Increase in GIS Saving Fund 6,397,619 5,435,345

Self Funding Medical Scheme 24,529,760 24,097,855

Net cash used in financing activities 44,667,878,489 2,665,486,116
Net Increase/ Decrease in cash and cash 264,659 1,060,835,604
equivalents during the year

Cash and cash equivalents at the beginning of 2,339,333,053 1,278,497,452

the year

Cash and cash equivalents at the end of the 2,339,597,712 2,339,333,053
year
For and on behalf of the Company
As per our report of even date
For M/s Sharad & Associates Sd/-
Chartered Accountants G RAGHUMA REDDY C SRINIVASA RAO

Firm Regn No.06377S

Sd/-
SHARAD SINHA
Partner
M. No 202692
Date : 25.07.2014
Place: Hyderabad

Chairman & Managing Director

Sd/-

R NARAYANA REDDY
Chief General Manager(Finance)

Director (Finance)

Sd/-
K.SUJATHA

Company Secretary
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SOUTHERN POWER DISTRIBUTION CO. OF TELANGANA LTD.
(Formerly Central Power Distribution Company of A P Lid)

Notes to financial statements for the year ended 31st March, 2014
1. Company Overview

Central Power Distribution Company Andhra Pradesh Limited was incorporated
under the Companies Act 1956 as a public limited company under the second
transfer scheme notified by the Government of Andhra Pradesh (GoAP) (vide
G.0.Ms.No.35, Energy (Power-ll) dated 31-03-2000), 30-03-2000 to carry on the
business of distribution and retail supply of power in the geographical spread of
districts in Andhra Pradesh and commenced commercial operations from 01-04-
2000. Company is a government company as defined under section 619 of the
Companies Act, 1956 and company is not listed underin any stock exchange.

2. Basis of preparation

The financial statements are prepared under the historical cost convention on
accrual basis, in accordance with Indian Generally Accepted Accounting
Principles ("GAAP") and mandatory accounting standards as prescribed in the
Companies (Accounting Standard) Rules, 2006 the provision of the Companies Act,
1956. Accounting policies have been consistently applied except where a newly
issued accounting standard, if initially adopted or a revision to an existing
accounting standard requires a change in the accounting policy hitherto is use.
Management evaluates all recently issued or revised accounting standards on an
ongoing basis.

3. Significantaccounting policies
i) Change in accounting policy
Presentation and disclosure of financial statements

The Revised Schedule VI notified by under the Companies Act, 1956, has become
applicable to the company, for preparation and presentation of its financial
statements. The company has also reclassified the previous year figures in
accordance with the requirements applicable in the current year.

ii) Use of estimates

The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities, disclosure of contingent asset and liabilities at the
date of the financial statements and the reported amounts of revenues and
expenses during reporting period. Examples of such estimates include estimates of
expected contract costs to be incurred to complete confracts, provision for
doubtful debts, further obligations under employee retirement benefit plans and
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estimated useful life of fixed assets actual results could differ from these estimates.
Any changesin estimates are adjusted prospectively.

iii) Cashflow statement

Cash flows are reported using the indirect method, whereby profit/ (loss) before
extraordinary items and tax is adjusted for the effects of tfransactions of non-cash
nature and any deferrals of accruals of past or future cash receipts of payment. The
cash flows from operating, investing and financing activities of the company are
segregated based on the available information.

iv) Revenuerecognition
a) Sale of Power:

i) Revenue from Sale of Poweris accounted for based on demandraised on
consumers. Tariff rates for sale of power are as per Tariff Order of The
Andhra Pradesh Electricity Regulatory Commission as approved for the
year.

i)  The Unbilled Revenue is recognised in the books of accounts on 'actual
basis', considering the events occurring after balance sheet date.

i) Bills raised for theft of energy, whether on a consumer or an outsider are
not recognized in full until the final assessment order is received from the
competent authority of the Company. The amount received against
initial assessmentis freated as "Other Deposits”.

iv) Sale of Power under open access mechanism is entered into by APPCC
on behalf of the company in terms of swap arrangements entered into
with other traders/developers. The terms of swap transactions are to get
back/return the power @ 105% of the power lent/borrowed.

b) Otherincome
[)  Miscellaneousreceipts are accounted on accrual basis.

i)  Recoveries whether from employees or outsiders are accounted as and
when collected.

Interest accrued on long term investment during the year is credited to
'‘Contingency Reserve'.

v) Fixedassets

Fixed Assets of the Company are stated in the books of account and disclosed in
annual accounts at Historical Cost, which includes incidental cost related to
acquisition and installation. Intangible assets are recognized as per the criteria
specified in Accounting Standard-26 "Intangible Assets" issued by the Institute of
Chartered Accountants of India.
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vi) Capitalworkin progress

Fixed asset under construction, advance paid towards acquisition and cost of asset
not put to use before the year end, are disclosed as capital work in progress, which
furtherincludes

a) Ten percent of the Cost of Capital Works capitalized to Capital Works
towards Employee Cost and Administration & General Expenses, as the
Operation Circles are executing both Capital Works and Operation &
Maintenance Works and it is not practicable to maintain records to
identify the man hours spent by the staff on Capital Works.

b) Interest relating to construction period is calculated based on the
average interest rate of loans drawn under a Scheme and capitalized.
The interest is calculated from the date of expenditure incurred on
respective Work Orders of the Scheme.

vii) Consumers contributions, grants and subsidies for capital assets

These are recognized in the Profit & Loss statement by allocating them over the
periods andin proportion in which depreciation on assets concernedis charged.

viii) Investments

Investments are classified as long term based on intent of the management at the
time of acquisition. Long term investments are stated at cost and provision is made
torecognize any decline, otherthan temporary, in the value of the investments.

ix) Inventories

Inventories are valued at cost. Cost is determined on weighted average basis. Cost
includes insurance, freight, taxes and all other incidental expenses incurred to bring
the inventories up to the Stores.

x) Depreciation

a) Depreciation on Fixed Assets is provided under the 'Straight Line Method'
upto 90% of the original cost of assets, at the rates notified by the Ministry
of Power, Government of India vide Notification No. S.0.266 (E) dated
29th March, 1994.

b) Depreciationis calculated from the date of capitalisation or procurement
of the asset.

C) Inrespect of the following Assets the rates applied as per MoP are different
fromrates prescribed underSchedule XIV of Companies Act, 1956-
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Description of Asset Schedule XIV MoP

Rates Rates
Buildings and Other Civil Works 1.63% 3.02%
Battery Chargers 4.75% 33.40%
Material Handling Equipments 4.75% 7.84%
Meters / Meter Equipments 4.75% 12.77%
Office Equipments and Air Conditioners 4.75% 12.77%
Plant & Machinery and Lines, Cables & Network 4.75% 7.84%
Capacitor Banks 4.75% 527%
Furniture & Fixtures 6.33% 12.77%
Vehicle — Car / Jeep / Scooter / Motor Cycle 9.50% 33.40%
Vehicle — Lorry / Truck 11.31% 33.40%
Computers and IT Equipments 16.21% 12.77%

xi) Employee benefits
a) Shortterm employee benefits

Allemployee benefits payable wholly within twelve months of rendering the service
are classified as short term employee benefits. Benefits such as salaries, wages and
bonus etc. are recognized in the statement of profit and loss in the period in which
the employee renders therelated service.

b) Long term employee benefits
Defined contribution plans

The company deposits the conftributions for provident fund scheme to appropriate
authorities and these contributions are recognized in the statement of profit and loss
inthe financial year to which theyrelate.

Defined benefit plans

The companies gratuity and pension plan are the defined benefit plans. The present
value of gratuity and pension obligation under such defined benefit plans are
determined based on actuarial valuation carried out by an independent actuary
using the projected unit credit method, which recognizes each period of service as
giving rise to additional unit of employee benefit entittement and measures each
unit separately to build up the final obligation. The obligation is measured at the
present value of the estimated future cash flows. The discount rate used for
determining the present valuation of the obligation under defined benefit plans, is
based on the market yield on government securities as at the valuation date having
maturity periods approximating to the terms of related obligations. Actuarial gains
and losses are recognized immediately in the statement of Profit and Loss.
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Other employee benefits

Benefits under the company's leave encashment scheme constitute other
employee benefits. The liability in respect of leave encashment is incorporated on
the basis of actuarial valuation carried out by an independent actuary at the year
end.

xii) Taxes onincome

Tax expense comprises current and deferred tax. Current income-tax is measured
at the amount expected to be paid to the tax authorities in accordance with the
Income-tax Act, 1961 enacted in India and tax laws prevailing in the respective tax
jurisdictions where the company operates. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted, at the
reporting date.

Deferred income taxes reflect the impact of timing differences between taxable
income and accounting income originating during the current year and reversal of
timing differences for the earlier years. Deferred tax is measured using the tax rates
and the tax laws enacted or substantively enacted at the reporting date. Deferred
income taxrelating to items recognized directly in equity isrecognized in equity and
notinthe statement of profit and loss.

Deferred tax liabilities are recognized for all taxable timing differences. Deferred tax
assets are recognized for deductible timing differences only to the extent that there
is reasonable certainty that sufficient future taxable income will be available
against which such deferred tax assets can be realized. In situations where the
company has unabsorbed depreciation or carry forward tax losses, all deferred tax
assets are recognized only if there is virtual certainty supported by convincing
evidence that they can be realized against future taxable profits.

The carrying amount of deferred tax assets are reviewed at each reporting date.
The company writes-down the carrying amount of deferred tax asset to the extent
that it is no longer reasonably certain or virtually certain, as the case may be, that
sufficient future taxable income will be available against which deferred tax asset
can be realized. Any such write-down is reversed to the extent that it becomes
reasonably certain or virtually certain, as the case may be, that sufficient future
taxable income will be available. Minimum alternate tax (MAT) paid in a year is
charged to the statement of profit and loss as current tax.

xiii) Provision and contingencies

a) The companyrecognizes a provision when there is a present obligation as
aresult of apast event anditis probable that it would involve an outflow of
resources and a reliable estimate can be made of the amount of such
obligation. Such provisions are not discounted to their present value and
are determined based on the management's estimation of the obligation
required to settle the obligation at the balance sheet date and adjusted
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toreflectmanagement's current estimates.

b)  Provision for doubtful debts are recognised based on the receivables
outstanding formore than 60 months.

xiv) Earnings per share

Basic earnings per share are calculated by dividing the net profit or loss for the
period aftributable to equity shareholders by the weighted average number of
equity shares outstanding during the period. For the purpose of calculating diluted
earnings per share, the net profit or loss for the period attributable to equity
shareholders and the weighted average number of shares outstanding during the
period are adjusted for the effects of all dilutive potential equity shares.

xv) Accounting for Amalgamation

Accounting for Amalgamation in the nature of merger has been carried outin terms
of pooling interest method which requires line by line item additions of respective
assets and liabilities. Amalgamation was considered as in the nature of mergersince
the all assets and liabilities taken over in the books of accounts at the carrying
amount of the Transferor Company and business of the transferor company is being
carried oninthe tfransferee company after the scheme of merger.

xvi) Borrowing Cost

Interest during construction of the capital asset is being capitalized at an average
interestrate of loans availed.

4. THIRD TRANSFER SCHEME BALANCES

(a) The Government of Andhra Pradesh (GoAP) vide G.O.Ms. No.58, Energy
(Power-lll), dated: 07-06-2005 nofified the fransfer of Bulk Supply
Undertaking and Power Purchase Agreements from Transmission
Corporation of Andhra Pradesh Limited (APTRANSCO) to the four
Distribution Companies (DISCOMs), in specified ratios, as on 09-06-2005.
The share of the Company in generation capacities of all generating
stations allocated to the four DISCOMS is 43.48%.

The GOAP has, vide G.O. Ms No.53, Energy (Power-lll), dated: 28.04.2008,
amended the share of four DISCOMs in the Generating Stations as per
which the revised share of APCPDL s 46.06%. This G.O. shallbe deemed to
have come into force with retrospective effect from 09.06.2005. The
refrospective implementation of the G.O. involves many calculations,
revisions, etc. The Andhra Pradesh Power Co-ordination Committee
(APPCC) has requested the GoAP to amend the date of implementation
from April, 2008 onwards.

The Accounting of Purchase of Power as disclosed in the Note No. 26 is
based on therevised share of 46.06%.
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Consequent on enactment of AP Reorganisation Bill, 2014 the Power
Purchase ratio has been revised to 38.02% w.e.f 02.06.2014, vide G O Ms.
No.20 dated 08.05.2014.

(b) The cost of Power Purchase, Inter-State Sale of power and its accounting
are being carried out by the APPCC, and are intfimated to the DISCOMs,
which are adoptedinthe Company's books.

5- SHARE CAPITAL

The Authorised, issued, subscribed and fully paid up share capital comprises of equity shares having
par value of Rs.10 each as follows

Authorised

Issued, Subscribed And Paid-up

TOTAL 7,284,796,090 7,284,796,090

a. Reconciliation of Shares Outstanding at the beginning and at the end of the year

Shares outstanding at the end of the year 728,479,609 | 7.284,796,090 728,479,609 7.284,796,090

B. Details of Share Holders holding more than 5% shares in the company

Government of Andhra Pradesh 728,479,609 100% 728,479,609 100%
(Vide GO. Ms.No.58 Dt:09.06.2005)
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C. Terms/rights attached to Equity Shares

The Company has only one class of equity shares having a par value of 10 per
share. Entire equity shares are held by the Government of Andhra Pradesh."

In the event of liquidation of the company, the holders of equity shares will be
entitled to receive remaining assets of the company, after distribution of all
preferential amounts. The distribution will be in proportion to the number of
equity shares held by the shareholder."

6 - RESERVES & SURPLUS

As at March 31, | As at March 31,
Reserves & Surplus 2014 2013
54 54
a. Consumer Contribution towards capital assets
Opening Balance 23,915,615,837 20,054,290,562
(+) Current Year Transfer 3,853,017,376 3,861,325,275
Closing Balance 27,768,633,213 23,915,615,837
b. Subsidies towards cost of capital assets
Opening Balance 714,813,781 714,813,781
(+) Current Year Transfer (12,090)
Closing Balance 714,801,691 714,813,781
c. Grants/Donations towards cost of capital assets
Opening Balance 2,819,587,462 2,673,313,858
(+) Current Year Transfer 1,167,829 146,273,604
Closing Balance 2,820,755,291 2,819,587,462
Total (Closing balance of a+b+c) 31,304,190,195 27,450,017,080
Less: Withdrawal fowards cost of Capital Assets (12,167,709,509) (9.932,314,732)
Total 19,136,480,686 17,517,702,347
d. GIS - Insurance & Saving Fund
Opening Balance 36,178,399 30,743,054
(+) Current Year Transfer 6,397,619 5,435,345
Closing Balance 42,576,018 36,178,399
e. Self Funding Medical Scheme
Opening Balance 24,097,855 -
(+) Current Year Transfer 24,529,760 24,097,855
Closing Balance 48,627,615 24,097,855
Cont...

@ 14" ANNUAL REPORT 201



POWWE R
DSTRBUTON COMPANYOFTELANGANALTD,
Lighting up your lives

As at March 31, | As at March 31,
Reserves & Surplus 2014 2013
3 ]

f. Statutory Reserves:
Contingency Reserve Fund
Opening Balance 337,182,763 310,859,719
(+) Current Year Interest received and reinvested 28,237,387 26,323,044
Closing Balance 365,420,150 337,182,763
g. Surplus
Opening Balance (78,298,139,198) (1,105,674,544)
(+) Current Year Transfers (2.567,496)
(+) Net Profit/(Net Loss) For the Current Year (8,112,395,730) (77,182,897,158)
Closing Balance (86,410,534,928) (78,298,139,198)

Total (66,817,430,458) (60,382,977,833)

g. During the year 2013-14, the Company has received Consumer Contribution

(including Subsidies, Grants and Donations towards Cost of Capital Assets)
amounting to ¥ 385.42 Crores (Previous year ¥ 400.76 Crores). In proportion in
which depreciation on the concerned assets has been charged during the year
2013-14, an amount of ¥223.54 Crores (Previous yearX 198.23 Crores) has been
treated as withdrawal from consumer confribution and credited to Profit and
Loss Account.

GIS Insurance & savings fund: With effect from 01.07.1985 Employees Group
Insurance Scheme was infroduced in the place of erstwhile Family Benefit Fund
Scheme. As per the said Scheme the contributions of the Employees consists of
two portions, the Insurance portion and the Savings portion. The future liability of
the Company as per the said Scheme could not be ascertained. The closing
balance of the Savings Fund held as on 31.03.2014is% 4.27 Crores (Previous Year
% 3.67 Crores). The Closing balance of GIS Insurance Fund as at 31.03.2014 is
% 0.01 Crores Debit balance (Previous year 0.05 Crores Debit Balance). During
the year the Interest on Savings & insurance Fund of%¥ 0.71 Crores (Previous Year
% 0.58Crores) has been debited and is shown under the Head ‘Interest and
Finance Charges'.
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SECURED

from banks

| fomotnerpates [ 19819741619 15746108709,

Term Loans on FRP Scheme
(On hypothecation of Current Assets)

Bonds/Debtentures - APSEB Bonds 2004 Series
(Maturity date - July 11, 2014)

Bonds issued under FRP Scheme

TOTAL

12,545,608,420

12,237,977,093

28,097,500,000

72,852,568,898

11,760,753,551

367,500,000

28,134,029,035

a. SecuredTerm Loansfrom Banksincludes

Syndicate Bank (Hyp of Transmission &
Distribution Lines and Sub Stations)

Canara Bank (Hyp of Transmission &
Distribution Lines and Sub Stations)

Corporation Bank (Hyp of Metering
Equipment)

14" ANNUAL REPORT 2013 - 2014

1,540,804,120

958,359,250

1,789,516,347

793,684,327

1,748,380,213

1,545,615,485

Cont...



Andhra Bank (Debt Swapping)

Syndicate Bank 3,278,565,416
(Hyp of Transmission & Distribution Lines)

b.

Securedterm Loans from Othersincludes

Rural electrification corporation(guaranteed 16,482,087,614 | 12,848,273,093

by Government of Andhra Pradesh)

TOTAL 19.819,741,619 | 15,746,108,709

Term Loans on FRP Scheme are guaranteed by Government vide GO MS 11
D1.18.02.2014.

Bonds Issued under FRP Scheme are guaranteed by GoAP vide GO Ms No.62 Dt
14.11.2013 will be taken over by Government over a period of four years subject
to FRBM. These Bonds carry interest @9.95% on 31460 crores issued in First Tranch
and 10% onX1349.75 Croresissued in Second Tranch.
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887,770,213 1,008,761,046
53,804,789 53,139,629

9 LONGTERMPROVISIONS

Provision for employee benefits

Leave Encashment (unfunded) 3,247,097.,431

a. During the year an amount of ¥ 20.16 Crores (Previous YearX 15.38 Crores) has been

incurred towards Leave Encashment by way of direct debit to Provision for Leave
Encashment Account.

c. Employees who have joined on or after 01.02.1992 These employees are covered by
Employees’ Provident Fund & Miscellaneous Provisions Act 1952 and Employees’ Provident
Fund Scheme, 1952. Gratuity for eligible employees provided by the Company for the year
isT 6.90 Crores (Previous YearX 6.23 Crore).

14" ANNUAL REPORT 2013 - 2014



10 SHORTTERM BORROWINGS

from banks 2,703,698,135 2,991,954,717
(SBH - Hypothecation of Current Assets)

from banks 750,000,000 30,750,000,000
8,813,267,172 42,429,100,505

a. Unsecured ShortTerm Loans from Banks includes

Taminadu Merchentaile Bank 750,000,000 1,000,000,000

Andhra Bank - 5,250,000,000
Canara Bank - ] 2,000,000,000
Vijaya Bank - ] 3,000,000,000

Central Bank of India _ 2,500,000,000
Oriental Bank of Commerce _
Union Bank of India _
Indian Overseas Bank - ] 2,500,000,000

14" ANNUAL REPORT 2013 - 2014 @




14" ANNUAL REPORT 2013 - 2014

b) The loan from State Bank of Hyderabad on Hypothecation of Current Assets
carryinterestrate @ 12.75%.

11 TRADEPAYABLES

(235,085,984) (2,193,414,631)
610,249,674 2,515,269,895
49,122,642,741 61,686,445,133

b) NPDCL is owing to the company of Rs.23.51 Crores (Previous Year Rs.219.34 Crores).
12 OTHER CURRENT LIABILITIES

Current maturities of long-term debt 3,562,214,376 4,524,582,203

Statutory Liability 371,128,954 268,431,357

Consumer Deposits 22,473,525,220 20,305,884,274

Inter Unit Accounts 72,910,989 24,929,691

APCPDCL Pension & Gratuity Trust 1,451,015,922 1,044,154,261

Other Liabilities 4,997,776,773 3.842,336,697

Cont...
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a. The Company owes3 145.10 Crores to APCPDCL P & G Trust as on 31.03.2014
(Previous Year ¥ 104.42 Crores).

b. The Company owes 37.97 Crores (Previous YearX 33.45 Crores) to APCPDCL GPF
Trust. Interest on GPF for the financial year 2013-14 of ¥ 2.83 Crores (Previous Year ¥
3.41 Crores) has been debited to Profit and Loss Account.

c. Employees who joined prior to 1.02.1999

& Gratuity Trust.

i. The Company, based on the Actuary Report dated 23rd March 2014, has
contributed 18.63% of Basic & DA towards Pension & Gratuity to the APCPDCL Pension

ii. During the year, the amount charged to Profit & Loss account is¥ 102.29 Crores
(Previous YearX 120.01 Crores) towards provision for Pension & Gratuity.

ii. These employees are covered by General Provident Fund and are eligible for
Gratuity and Pension. The GPF is administered by APCPDCL PF Trust.

ratio of 74:26 respectively.

iv. The funds of Pension and Gratuity are held jointly by Master Trust, administered by
APGENCO, and APCPDCL Pension & Gratuity Trust, and payments are made in the

13. SHORTTERM PROVISIONS

Short Term Provisions As at March 31, 2014 | As at March 31, 2013
3 3

Provision for Employee cost 56,134,787 36,172,466
RPF Fund 228,770 228,770
Provision for Admin Expenses 121,712,846 120,635,973
Provision for Compensation 549,000 559,000
Provision for CWIP 139,262,708 45,652,362
Provision for Interest 1,658,719,970 1,174,559,549
Provision for O&M works 81,706,337 65,183,203
Provision for R & C Penalties 2,332,459,790 -
Audit fee Payable 1,273,600 1,161,240
Provision for Income Tax - -

Total 4,292,047,808 1,444,152,563
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16 DEFERRED TAX

Deferred Tax Liabilities | | |
| | |

Fixed Assets : Impact of difference between tax
depreciation and depreciation / amortisation
charged for the financial reporting

| |
Deferred Tax Asset ;_
OpeningBalance | | 1826126087

Unabsorbed Depreciation 1,168,346,468 1,046,486,390

Net Deferred Tax Liability /(Asset) 2,831,043,031 1,662,696,563
17 LONGTERMLOANS & ADVANCES

a.Secured, Consideredgood | | |
Miscellaneous losses and write - offs _—
Loans & Advances to employees 12,323,658

Capital Advances 72,921,876

c. Secured Long term Loans & Advances to employees includes

Total 34,492,546 20,224,601

Cont...
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d. Unsecured Long term Loans & Advances to employees includes

Two Wheeler Loan 5,733,921 4,749,585

Computer Loans 2,371,715 2,149,752

Total 12,234,239 12,323,658

e. Current receivables of the loans & advances to employees (Secured & unsecured)
could not be ascertainable.

f. Unsecured Deposits Includes

Court Authorities 62,658,835 62,164,568

Other Deposits 253,504,873 245,664,934

g. Other Deposits includes X 21.30 Crores (Previous Year X 21.30 Crores) towards
disputed Entry tax and Sales tax deposited by the company with the Commercial Tax
Officer as per the orders of APSTAT and Hon'ble High Court.

18. OTHER NON CURRENT ASSETS

d. Long Term Receivables from Employees includes amount recoverable on account of Work Orders
and Misappropriations.
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19 INVENTORIES

Stores and Spares

Total

2,366,841,990

2,322,051,692

2,280,154,885

2,192,203,011

20 TRADE RECEIVABLES

Trade Receivables outstanding for a
period less than six months from the
Secured, considered good

Unsecured, considered good

Less: Provision for douobtful debts

Trade receivables outstanding for a
period exceeding six months from
the date they are due for payment

Unsecured, considered good

Less: Provision for doubtful debts

4,958,776,049

11,632,126,910

(4,866,298,744)

16,690,470,647

a. The above frade receivables includes, Court Cases of . 396.86 Crores (Previous Year
%. 362.34 Crores), RR Act CasesX. 177.14 Crores (Previous YearX.32.74 Crores),
Bill Stopped/Disconnected ServicesX. 404.45 Crores (Previous YearX. 338.68 Crores).

2,467,177,503

3,990,181,750

(5,054,635,159)

9,096,777,652
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21. CASH & CASH EQUIVALENTS

1. Cash and Cash Equuivalents 3 3

- In Current Accounts 1,954,053,106 2,021,475,322

- In Deposits with Original Maturity 62,894,306 348,306
less than 3 Months

c. Postage & Stamps 127,442 62,532

d. Bank Reconciliation Statement reflects unidentified credits in Bank Statements to the
tune of ¥ 21.70 Crores as at March 31, 2014.

22. SHORT TERM LOANS & ADVANCES

a. Secured, considered good

b. Unsecured, considered good

Advance Tax (including TDS Receivable 7,361,895 1,642,576
& Refunds Receivable) (Net)

Government Receivables 41,996,233,135 38,942,005,504

Other Loans & Advances 3,136 2,175
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23 OTHER CURRENTASSETS

Fixed asset retired from active use and held for 672,296 672,296
disposal

Interest Accrued on Investments 26,071,108 20,270,945

FSA Revenue - Receivables 11,698,543,596 34,669,675,212

Other Receivables 12,265,034 56,171,170

a. APSEE Master P& G trust owes to the company to the tune ofX 45.04 Crores
(Previous year ¥43.72Crores) as at March 31, 2014.

24 REVENUE FROM OPERATIONS

Sale of energy

HT Supply 85,505,980,311 64,470,559,618

FSA (204,862) 16,666,742,017

Additional Power Subsidy — —

Theft of Power 177,635,872 187,712,333

Cont...
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R & C Penalties (1,947,250,684) 3.594,611,412

“ 169,091,466,088 156,772,175,445

b. Regarding collection of Elecftricity Duty from Ferro Alloy units, the element of
electricity duty is not being collected and remitted, pending receipt of clarification fom
GoAP on G.O. Ms. No.123 dated 23.10.2003. The amount for the years 2003 - 04 to 2010 -
11 works out to ¥ 12.95 Crores (Upto Previous YearX 12.95 Crores). However ED is being
levied on Ferro Alloys from 1.04.2011.

25. OTHERINCOME

Interest Income
Jee | numen|  aswow
Staff 677,197 694,569
Jomes | wsmse|  a0ams0s
Rent from Companies Fixed Assets 4,873,840 3,404,671
Penalities from Suppliers 34,582,055 101,195,623
Mscelneousincome | soreaw|  woror7er
Other Income 568,608,688 986,107,237

b. Other Income Includes Prior Period Income to the extent of% 46.77 Crores - Debit
(Previous year income X 3.64 Crores)
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26. POWER PURCHASE EXPENSES

Purchase of Power - Fixed Cost

Transmission Charges

Total

29,069,421,234

7,614,523,713

152,555,107,089

45,069,758,162

8.433,280,927

152,353,052,978

27. EMPLOYEE BENEFIT EXPENSE

Salaries and incentives

Pension Benefits

Director's Sitting Fees

Less: Employee Cost Capitalised

(Previous year X 0.08 Crores)

6,583,689,504

2,303,543,886

42,248

(729,097,344)

a. Salaries and incentives includes prior period expenses to the extent of¥ 0.17 Crores

6,144,607,533

1,760,028,071

52,186

(587,001,120)
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28 OPERATION & OTHER EXPENSES

a. Operations & Other expenses includes

Advertisement

Consultancy Charges

Contract Labour Charges

Insurance

Legal Charges

Office Maintenance

Postage & Telegrams

Rates & taxes

Repairs to Buildings & Civil works

Repairs to Vehicles

Training Exp

Professional Charges

20,160,071

10,082,040

43,391,820

540,692

3,148,526

4,782,018

1,754,061

196,058,596

I

42,854,861

10,737,262

47,742,629

3,205,110

27,242,572

12,652,138

219,207,282

504,146

15,888,200

5,420,519

1,844,363

180,723,438

37,972,191

12,247,950

40,730,305

2,745,436
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Vehicle Hire charges 254,108,857 257,226,204

c. Payment to Auditors

Payments to the auditor as auditor * 1,123,600 1,122,480

for company law matters,

for other services,

Total 1,273,600 1,272,480

Grand Total (a+c) 3,693,651,201 3,402,593,134
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Interest expense

Inferest on Short Term Loans

Others

Less: Interest Capitalised

Period.

4,158,602,349

82,306,385

(505,265,618)

Interest on Long Term Loans includesX. 53.90 Crores towards interest related to Prior

7.921,293,173

85,006,398

(477,433,430)

30 EXCEPTIONALITEMS

Assets Scrapped

Provision for Govt. Rcbls & Others

Loss on Obsolescence of Fixed Assets

Others

Total

73,001

(10,992,349)

l

37,665,582

1,773,988

9.011,617,684

171,745,456

(926,266)

57,449,024,382
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31 CONTINGENT LIABILITIES

Contingent liabilities and commitments 31-Mar-14 31 - Mar-13
(to the extent not provided for) X in Crores T in Crores

(i) Contingent Liabilities

(a) Claims against the company not 12.54 11.97
acknowledged as debt
(b) Disputed Income Tax — 93.26
(TDS - Transmission Charges)
(c) Disputed Entry tax 33.25 33.25
(d) Sales tax Penality against G Form 1.34 1.34
(Cement purchases)
(e) Liability under AP VAT Act 2005 63.10 63.10
(April 2005 to 2009-10)
(f) Other money for which the company is 426 426
contingently liable

114.49 207.18
(ii) Commitments
(a) Estimated amount of contracts remaining to 331.83 274.62
be executed on capital account and not
provided for

331.83 274.62

Grand Total (i+ii) 446.32 481.80

32. The Company is in the process of identifying the Micro, Small and Medium
Enterprises as defined under “The Micro, Small and Medium Enterprises
Development Act, 2006". However, the Company is prompt in making
payments to all Enterprises as per Purchase Order terms.

33. Afire occurred at 2 SPM sheds of the company during May & June 2013 resulting
inloss of equipments/inventory to tune ofX.0.39 Crores and these materials were
not covered under insurance. No effect has been given to the financial
statementsasat 31st March,2014.

34. Family benefit fund: As a result of infroduction of the Group Insurance Scheme
with effect from 01.07.1985, the amounts payable to the employees as per the
Family Benefit Fund (FBF) Scheme as on that date have been frozen. The
balance also carries interest at the rates as specified in the FBF Scheme. The
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future liability fowards principal and interest to date will be accounted when
payments are made. During the year the Interest on Family Benefit Fund of30.09
Crores (Previous YearX0.13 Crores) has been paid and is shown under the Head
‘Interest and Finance Charges’.

35. Income-tax assessments for the Assessment Years 2012-13 to 2013-14 are
pending. For the Assessment Years 2005-06, 2006-07, 2008-09 & 2009-10, the
Assessing Officer has added X16.90 Crores, X 0.70 Crores, X108.28 Crores &
X60.77 Crores respectively to the income returned by the Company. The
Company has filed an appeal against the ‘additions’ in Assessment Years 2005-
06, 2006-07 with CIT (Appeals) and for the Asst years 2008-09 & 2009-10 with
Income Tax Appellant Tribuanl. The Company is of the opinion that no provision
is necessary in respect of disputed additions. Any further provision required in
respect of disputed addition will be considered on completion of Appellate
Proceedings."

36. Sales-Tax assessments forthe years 2010-11,2011-12 & 2012-13 are pending.

37. Cost Audit has become mandatory for the company from Financial year 2011-
12 onwards. The company has appointed Cost auditor and cost audit is
completed forthe financialyear2012-13.

Particulars 2013-14 2012-13
Energy Input (Discom) 36,717.20 35327.78
Sale of Energy (KVAH Mus) 32,378.26 30634.60
38. Quantitaive Information MU's

39. The requirements of the following Accounting Standards issued by the ICAIl are not
applicable to the Company-

AS 7 Construction Contracts

AS 17 Segment Reporting since Distribution and Retail Supply of Power comprises the
only primary & reportable segment.

AS18 Related Party Disclosures since the Company is a State Government
Company and falls within the designation of 'State Controlled Enterprise

AS21 Consolidated Financial Statements, since the Company does not have any
Subsidiary Company.

AS23 Accounting for Invesments in Associates in Consolidated Financial
Statements

AS 25 Interim Financial Reporting

AS 27 Financial Reporting of Interestin Joint Ventures
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40. Power Finance Corporation has sanctioned loan under Scheme R-APDRP
which was implemented by Ministry of Power, Government of India. The
Corporation has sanctioned ¥240.18 Crores and 3251.46 Crores towards PART - A
and PART-B of the scheme respectively. These loans are subject to conversion as
grant upon satisfaction of terms & conditions specified in the sanction letteri.e.,
project should be completed within 5 years from the date of sanction.The project
has not been completed in PART — A of the scheme where the time limit has
expired, however the management has requested for extension of fime and the
management is confident of the sanction for extension of time and hence
repayment has not been commenced. The Project of PART - B of the Scheme is
not completed and the time limit has not expired as at the balance sheet date.

41. Consequent on enactment of AP Reorganisation Bill, 2014, the name of the
Company has been changed to Southern Power Distribution Company of
Telangana Limited w.e.f 02.06.2014. As such, the Operation Circles Anantapur
and Kurnool which were under the jurisdiction of erstwhile APCPDCL, were
tagged in the territorial jurisdiction of Southern Power Distribution Company of AP
Limited from the appointed day i.e., 02.06.2014. As such, the Share Capital held
by GoAP in the books of APCPDCL is transferred to Telangana Government. As
the two districts of Anantapur and Kurnool fall under the jurisdiction of residual
state of Andhra Pradesh, the assets and liabilities of the two circles Anantapur
and Kurnool shall be fransferred to APSPDCL based on the audited balance
sheet of TSSPDCL (Formerly APCPDCL) as on 01.06.2014 which will be prepared as
perthe guidelinesissued under the G.O. Ms.No.24 Dt. 29.05.2014.

42. As per the Financial Restructuring Scheme announced and implemented by
Ministry of Power during October, 2012, A P Discoms were permitted to restructure
its Short Term Loans and Power Purchase Payables beyond 60 days.As per the
Scheme, 50% of Short Term Liabilities were swapped by issue of Bonds by
DISCOMs to Banks, AP Genco and AP Transco amounting to 32809 Crores which
will be taken over by GoOAP over a period of four years in lieu of receivables from
them. State Government will be funding for Interest payable on Bonds issued by
DISCOMs. Balance of 50% were restructured as Term Loans with Government
Guarantee, vide GOMsNo.11, Dt 18.02.2014 amounting toX1225 Crores.

43. Previousyearfigureshave beenregrouped wherevernecessary.

44, Amounts represented in the financial statements have been rounded off to

the nearestrupee
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BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE

| Registration Details : State Code
Registration No. [3]4]1]1]6]
Balance Sheet Date : [3]1Jo]3]2]0]1]4]

Il Capital raised during the Year (Rs. In Thousands)

Public Issue Right Issue

L L [ [ Iw~poeguel [T T [ | LI T [ I~fefef T [ [ |

Il Position of Mobilisation and Deployment of Funds Rs. In Thousands)

Total Liabilities Total Assets
L [ [ [1[2[ofs5[4[5[7[3]5] L [ [ [1[2[ofs5[4[5[7[3]5|
Sources of Funds
Paid-up Capital Reserves & Reserve Funds
L [ [ [ [ [7[2]8[4]7]9]6e] L[ [ [ [1[ ofs[o[3[1]o]5]
Un Secured Loans Secured Loans
[ 3[7fofef2[5[0]9] L [ [ [ [4[7[3[0f7]0]2]5]
Application of Funds
Net Fixed Assets Investments
L [ [ [ [4[ef4]4[3[4]9]6] LI [ [ [ [2fof[s[e[1]o9o]4]
Net Current Assets Misc Expenditure
L [ [c[3[1[4fs5]7[1]3]7] | LI [ N[ fef T |
Accumulated Losses
L [ [ [ [8[ef4[1]0o[5[3]5]
IV Performance of Company (Rs. In Thousands)
Turnover Total Expenditure
L [ [ [1[7[ofe[1[4]3]7]6] L[ [ [+1[7[8[7[2[e[7]7] 2]
Profit/(Loss) Before Tax Profit/(Loss) After Tax
L [ [ [c[8[1]1]2[3[9[6[)] L[ [ [c[8[1[1[2[3[9fe6]) |

Earning per Share

(NN N N NS I O

v Generic Names of Three Principal Products / Services of the Company

(as per monetary terms)
Item Code (ITC Code) NA
Product Description : Distribution and Retail Supply of Power
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Southern Power Distribution Company of Telangana Limited

Average Readlisation from Sale of Power Schedule - 3 for FY 2013-14
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