


COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA UNDER
SECTION I13(6)(b) OF THE COMPANIES ACT, 2OI3 ON THE FINANCIAL
STATEIVIENTS OF M,rs ANDIIRA PRADESII POWER FINANCE CORPORATION
LI]VIITED FOR THE YEAR ENDED 3I NIARCH 2023.

The preparation offinancial statcments ofNil/s Andhra Pradesh Powcr Finance Corporation

Limited for the year ended 3l March 2023 in accordance with the financial repofting framework
prescribed under the Companies Act,20l3 (Act) is the responsibility of the management ofrhe
Company. The Stanrtory Auditors appointed by thc Comptroller and Auditor Gencral of India
under Section 139(5) ofthe Act are responsible for expressing opinion on the financial statements

under Section 143 of the Act based on independent audit in accordance with the standards on

auditing prescribed under Section 143(10) ofthe Act. This is stated to have been done by them
vide their Audit Report dated 22.08.2023.

I, on behalf of the Comptroller and Auditor General of India, have conducted a

supplementary audit of the financial statements of M/s Andhra Pradesh Power Finance

Corporation Limited for the year ended 3l March 2023 wder Section 143(6)(a) of the Act. This
supplementary audit has been carried out independently without access to the working papers of
the Statutory auditors and is limited primarily to inquiries ofthe Statutory auditors and Company
personnel and a selective examination of some ofthe accounting records.

Bascd on my supplementary audit, I would likc to highlight the following significant
matters under Section 143(6)(b) of the Act 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:

A. Comments on Profitability

Statement of Profit and Loss

Expenses

Impairment on Financial Assets (Note 23): NIL
1(a). Balance ofloans amounting to <13901.19 crore (Note-6) as on 31.03.2023 includes {570.50
crore and {810.75 crore loans givcn to APGENCO and APPDCL respectively. 'Provision on

Standards Assets' @0.40% required to be created against such loan amount as per the

RBI/DNBR/20i6- 17145, Master Direction DNBR.PD.008/03.10.11912016-11 was provided as

disclosed under Note-32. As per the Board vide 1781h rreeting held on 31.03.2023 resolved to
extend the moratorium period by one year, the above said loans were restructured.

As per master direction read with Prudential Framework for Resolution of Stressed Assets
(DBR.No.BP.8C.45121.04.04812018-19 dated 07 .06.2019) 'rcstructuring' includes alteration in
the payment period. Hence, upon restructuring ofthe said two loans, such assets should have been

reclassified as the Sub-standard assets and provision on the Sub-standard assets @10% should
have been recognized as per the provisions ofPara 12 and l3 of the Master direction olRBl.
Accordingly, lhe balance short provision for the sub-standard assets @9.60% on rhcse two loans
works out to {132.60 crore (alter netting the 0.40%). This resultcd in undcrstatement of the
Provision lor Standard Assets by I 132.6 crore rvith corrcsponding overstalemcnt of Profit lor the
year to that extcnt.
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f(b). Though the Prudcntial Framework for the Rcsolution of Stresscd Assets rcquires the

Company to mandatorily disclose the information relating to the number and amount ofadvance
restructured under Notes on Accounts, the same has not been disclosed by the Company.

Revenue from Operations
Other Income (Note 20): t4.09 lakh

2. The above does not include {19.19 lakh (excluding GST amount of {3.46 lakh) towards pre-

closure charges at the rate of 0.5% on {45.30 crore (out of total ICD of {500 crore) of Inter
Corporate Deposits (ICDs) withdrawn by Andhra Pradesh Solar Powcr Corporation Privatc

limited before maturity date. There was neither disclosure of such waiver nor approval of the

competent authority / Board of Directors of the Company for waiver ofpre-closure charges as on

reporting date. Thus, omission to account for the pre-closure charges resulted in understatement

of Receivables by 122.65 lakh (including GST amount of {3.46 lakh) and Profit for the year by
{ 19. l9 lakh.

B. Comments on Disclosu re

3. The Company recognizcd intercst income of {40641.19 lakh towards as intercst serviced by the

Govemment of Andhra Pradesh (GoAP) towards Debt Securitics, though thc CoAP was neither
bonower nor any loan was outstanding from the State Govemment as per Note-6 (Loans). Hence,

the Company should have disclosed the basis for receiving the interest from the Govemment and

the nature of income cxtent of {40641.19 lakh, apart from disclosurc in Note-37A.

4. As per the RBI Master direction dated 01.09.2016, NBFC shall recognize incipient stress in loan

accounts, immcdiately on default, by classifying such assets as special mention accounts (SMA)
as per categories considering the period for which principal or interest payment or any other

amount wholly or partly overdue. Though ageing schedule of the trade receivables was disclosed,
the Company has not adhcred to the provisions of RBI Master direction, since loans assets on
which thc amount of intcrest and principal has not becn receivcd during the last 6 months was

neither disclosed nor classified as SMA.

D. Other Conrments

5. Reference is invited to Note 46-Corporate Social Responsibility (CSR). As per Para l0(vi) of
Gencral Instructions for prcparation of Protit and Loss Statement under DivisionJII of Schedule

III to the Companies Act 2013, the Company shall disclose, inter alia,the nature ofCSR activities
and details ofRelated Party Transactions with regard to CSR activities. Non-disclosure ofthe sar.ne

resulted in deviation fiom Schedule-Ill to the Companies Act,20l3.

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

Place: Vijayawada

Datc:ot.l1.2023

d _l l">)a,l
(rNr)u AGRAWAL)

Principal Accountant Ccneral (Audit)

qgr{ cErAqqtR/4.q.
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 C & AG Comment 
 

Reply of the Management of the Company 
 

A. Comments on Profitability 
Statement of Profit and Loss 
Expenses 
Impairment on Financial Assets (Note No 23): NIL 
Loans (Note-6): Rs. 13,90,118.69 lakh 
1. As per Para-14 read with Para 17(1) of RBI Master direction 
dated 01.09.2016, the provision of 0.4% created against outstanding 
amount of the Standard assets (Rs. 1390118.69 lakh) shall be 
disclosed distinctly without netting them against the corresponding 
Assets. However, the Company disclosed the ‘provision’ created 
under the said RBI direction as ‘Impairment loss allowance’ which is 
rather required under Ind AS 109 and adjusted with the Loans, 
instead of disclosing the same ‘provision’ explicitly under Provision 
(Note-15) under Non-Financial Liabilities. Hence, incorrect 
classification and adjustment resulted in understatement of 
Provisions (Note-15) and understatement of Loans by Rs. 7339.92 
lakh. 

 

With reference to your comment, we have referred  Para 17(1) of the 
RBI circular dated 01.09.2016 and we  understand that Provision on 
Standard Assets shall be disclosed distinctly without netting them 
against the corresponding Assets. However, there is no impact of the 
same on the financial position of the company.  
 
We undertake to record Provision on Standard Assets distinctly under 
liabilities in the subsequent financial years.  
 
We request you to kindly consider and drop the para. 

 

Revenue from Operations  
Other Income (Note 20): Rs. 4.09 lakh  
2. The above does not include Rs. 19.19 lakh (excluding GST amount 
of Rs. 3.46 lakh) towards pre-closure charges at the rate of 0.5% on 
Rs. 45.30 crore (out of total ICD of Rs. 500 crore) of Inter Corporate 
Deposits (ICDs) withdrawn by Andhra Pradesh Solar Power 
Corporation Private limited before maturity date. There was neither 
disclosure of such waiver nor approval of the competent authority / 
Board of Directors of the Company for waiver of pre-closure charges 
as on reporting date. Thus, omission to account for due pre-closure 
charges resulted in understatement of Receivables by Rs. 22.65 lakh 
and profit for the year by Rs. 19.19 lakh. 

Management would like to bring to your notice that proposal was 
received from AP Solar Power Corporation Limited in June 2022 for 
non levy of any pre - closure charges for pre mature withdrawals from 
June 2022. The proposal was reviewed, discussed and after due 
considerations, management had decided to consider the proposal 
favorably and accordingly no foreclosure charges were levied for pre 
closure made after 1st June, 2022.  
In consideration to the above facts, we would like to confirm that 
there is no understatement of revenue or receivables in the books of 
accounts since foreclosure charges have been waived off by the 
management   and a resolution in this regard shall be submitted to 
you at the earliest. 
 
In view of the above, the para may kindly be dropped as there has 
been no understatement of other income or understatement of 
receivables. 
 



 
B. Comments on Disclosure 
3. The Company recognized interest income of Rs. 40,641.19 lakh 
towards interest serviced by the Government of Andhra Pradesh 
(GoAP) towards Debt Securities, where the GoAP was neither in the 
list of borrowers nor any loan outstanding from the State 
Government as per Note-6 (Loans). However, the Company has not 
disclosed the basis for receiving the interest from the Government 
and the nature of income extent of Rs. 40,641.19 lakh, except 
disclosure in Note-37A  

 
 
With reference to your comment, we bring to your kind notice that 
APPFCL has issued Bonds and such proceeds are lent to the Power 
utilities and the GoAP is discharging the amount on behalf of the 
power utilities. Hence, the interest amount received from the 
Government is classified as interest income and the corresponding 
expenditure(Interest paid on Bonds) is classified as interest 
expenditure.  
 
Interest income received from GoAP of Rs. 40,641.19 lakhs relatesto 
interest on loan outstanding of Rs. 3,72,561.53 lakhs given to 
APDISCOMs as mentioned in point “e” in Foot note of “Note 6- Loans” 
– Loans and advances to AP DISCOMs – Receivable from Govt. of AP 
(Bonds).  
 
We request you to kindly consider and drop the para. 
 

4. As per the RBI Master direction dated 01.09.2016, NBFC shall 
recognize incipient stress in loan accounts, immediately on default, 
by classifying such assets as special mention accounts (SMA) as per 
the following categories:  
 

SMA Sub-
categories  

Basis for classification – 
Principal or interest 
payment or any other 
amount wholly or partly 
overdue  

SMA-0  Upto 30 days  
SMA-1  More than 30 days and 

upto 60 days  
SMA-2  More than 60 days and 

upto 90 days  
As per the ageing schedule of the trade receivables, the Company 
has interest receivable on advances since last 6 months amounting 
to Rs. 166.81 crore. However, the Company has not adhered to 
provisions of RBI Master direction, since loans assets on which the 
amount of interest and principal has not been received during the 
last 6 months was neither disclosed nor classified as SMA 

As per Division-III of Schedule III to the Companies act 2013, trade 
receivables are classified under less than 6 months category. However 
all the trade receivables amounting to Rs. 166.81 crore are less than 
30 days outstanding which fall under SMA-0 sub category as per RBI 
Master direction dated 01.09.2016. 
 
In view of the above the para may kindly be dropped. 



Other Comments 
 
5. Reference is invited to Note 46-Corporate Social Responsibility 
(CSR). As per Para 10(vi) of General Instructions for preparation of 
Profit and Loss Statement under Division-III of Schedule III to the 
Companies act 2013, the Company shall mandatorily disclose, 
among other things, the nature of CSR activities and details of 
Related party transactions with regard to CSR activities. Non-
disclosure of the same has resulted in deviation from Schedule-III to 
the Companies act 2013.  
 
 

 
 
During the year under consideration company has spent Rs. 214.22 
Lakhs for infrastructure development of Dhone municipality under  
CSR activity and there are no related party transactions relating to 
CSR activity. 
Accordingly Note 46 is updated in the financial statements. 
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