U. P. Power Corporation Limited

(A Government of UP undertaking)
CIN: U32201UP19995GC024928
Registered address: Shakti Bhawan, 14 Ashok Marg, Lucknow-226001
Phone No. 0522-2286618, Email: companysecretary@uppcl.org

No.149 /UPPCL/CS/2026 Date: May 30, 2026

To,
BSE Limited,
Phiroze Jeejeebhoy Towers,
Dalal Street, Mumbai 400 001
Scrip Code: 955766
Sub: Outcome of the Board Meeting held on May 30, 2026.

Dear Sir/Madam,

It is submitted that pursuant to Regulation 51(2), 52 and 54 and other applicable regulations (if any)
read with Part B of Schedule III of SEBI (Listing Obligations and Disclosure Requirements)
Regulations 2015, we wish to inform that the Board of Directors of the Company at its meeting held on
May 30, 2026 at 01:00 P.M. at the registered office of the company have, inter alia, approved the
following:

e Audited Financial Statements for the financial year ended on March 31, 2026 along with
necessary annexures as applicable thereon.

The Meeting of the Board of Directors commenced at 01:00 P.M. and concluded at 04:50 P.M.

The above information is being made available on the Company’s website at www.upenergy.in.

Kindly take the same on record.

Thanking You,

For U. P. Power Corporation Limited

Digitally signed by
N ITI N NITIN NUHAWAN

NIJHAWAN Date: 2026.05.30

Nitin Nijhawan
CFO & Compliance officer

Encl.: as above



CIN: U32201UP19995GC024928
website: www.uppcl.org

Extracts of Financial Results

U. P. POWER CORPORATION LIMITED
Shakti Bhawan, 14-Ashok Marg, Lucknow

for the quarter and year ended 315t March, 2026
[Regulation 52 (8), read with Regulation 52 (4}, of the SEBI {LODR]} Regulations, 201 57

Standalone Consolidated
Quarter ended Year ended Year ended
5. No. Particulars t Mar,
315t Mar, 2026 (315t Dec, 2025 315t Mar, 2025 31;m;' 315t Mar, 2025 |31t Mar, 2026 31;;;’;""
Un-audited Un-audited Un-audited Audited Audited Audited Audlted
1 Total Income from COperations 22,871.29 16,010.34 15,823.39 84,438.13 79,990.80 108,219.50 | 102,971.92
Net Profit /{loss) for the period
2 {before Tax, Exceptional and/or Extracrdinary (2,839.72) 479.41 {1,489.24) (8,714.86) (10,903.64) {7,423.97)| (12,715.09)
items)
Net Profit/ {loss) for the pericd before tax
3 2,852.15 4294 1,500.84 8,727, 10,915, 563, 845
{after Exceptional and/or Extraordinary items) { ) ! { ) ( 29) { 24) (7.563.94)| {12 78)
Net Profit/ (loss) for the period after tax
852,15 429.41 ,500.84 L, 727.29 915,24 563.94 ,B45.78
4 {after Exceptional and/or Extraordinary items) 28 ) 2 ) @ ' (10 ) 75 )| uzs )
Tatal comprehensive Income for the period
°5 [Comprising Profit/{Lass) for the period {after tax} {2,846.63) 428.74 {1,502.38) (8,723.79) {10,917.93) [7,456.14}] {12,870.70)
and Other Comprehensive Income (after tax )]
g |Paid up Equity Share capital 157.334.80 | 153,628.90 | 146,23851| 157334.80| 146,23851 | 157,334.80 | 146,23851
{Face value of 1000/~ per share)
7 Othar Equity (117,023.83)| (114,242.32} (109,996.25) {117,023.83} {109,996.26}{ {101,809.83})| {97.024.47)
B Securities Premium Account NA NA NA NA NA NA NA
] Net worth 37,160.93 35,565.40 34,052.17 37,160.93 34,052.17 30,234.48 2585807
10 |Outstanding Debt 48,091.86 50,542.96 £3,919.11 48,091.86 53,919.11 54,671.37 61,494.00
11 [Outstanding redeemable preference shares NA NA NA NA NA NA NA
12 ]Debt Equity Ratio 1.29 142 1.58 1.29 1.58 1.81 2.38
13  |Earning per share {of £1000/- each}
{for continuing and discontinued operations)
Basic {18.31) 2,83 {10.42) (57.81} (78.87) (49.41) {92.97)
Diluted {18.21) 277 {10.42} (57.81) (78.87) (49.41) (92.97)
14 |Capital Redemption Reserves NA NA NA NA NA NA NA
15  |Debenture Rademption Reserves NA, NA HA NA NA NA NA
16 |Dabt Service Coverage Ratio {0.0007) 0.0002 {0.0137) {0.004) {0.005) 0.38 0.36
17  |Interest Service Caverage Ratio {2.37) 0.33 {1.08) {1.68) 1.90} (0.16) {0.83)
Note 1 The above results have been reviewed by the audit committee of the Board of Directors in the meeting held on 30th May, 2026 and approved by the &oard of
Directars in their meeting held on the same day.
Note 2 The zbove is an extract of the detailed format of Quarterly Financial Results filed with the Stock Exchange {BSE Limited) under Regulation 52 of SEBI (LODR)
Regulations, 2015. The detalled format is available on the website of BSE Limited and the company's website at www.uppcl.org
Note 3 Additional infermation/other line items persuant to Regulation 52(4) of the SEBI (LODR} 2015, have been disclosed in the detailed Quarterly Financial Results filed
with the stock exchange {BSE Limited) and can be accessed on the website of BSE Limited and the company's website www.uppcl.org
Note 4 The figures/ratios for the previous periods have been restated, regrouped/reclassified wherever necessary to conform to current period classification.
For & on behalf of the Board of Diregtors
Y ;
{Patash myﬂ) (Nitish Kuma
Date:  30th May, 2026 Director (Finance)

Place:

Lucknow

DIN : 11746176

pugazing Director




U. P. POWER CORPORATION LIMITED

Shakti Bhawan, 14-Ashok Marg, Lucknow
CIN: U32201UP19998GC024928

website: wwvw.uppclorg

Statement of Financial Results
for the quarter and year ended 315t March, 2026

% Crore)
Standaione Consolidated
Particulars Quartes ended . Yuar ended Year ended
31et Mar, 2026 315t Dec, 2025 31st Mar, 2025 315t W, 2026 315t March, 2025 215t Mar, 2026 315t March, 2025
Un-audited Un-audited Up-audited Audited Andited Audiped Audited
] INCOME
{a) Revenue from Operations 22,483.71 15,969.65 16,980.12 B3,989.55 73,936.17 73.669.93 73,085.85
{b} Other mcome 3g7.58 40.69 (156.73} 448,63 5463 34,549.57 29,906 .67
TOTAL INCOME 22,871.29 16,010.34 16,423.39 B4,438.18 79,950.80 11,219.50 102971.92
Il |EXPENSES
[} Purchase of Pawsr [Electricity) 22,483.71 15,968.65 16,980.12 $3,983.55 79,928.17 BE,055,23 B3,686.66
b} Employee benefits expense 137 20.68 18.30 £3.86 79.14 2.577.46 2,545.25
fc} Finanee cost - - - - 5,404.89 5,951.31
{d] Depraciation and Amortlzathen expense 1.32 1.25 1.45 5.25 5.76 £,203.76 4,709.03
{e) Adrinistrative, General & Other expense 1.2 13.33 10.46 34,30 25.60 2,330.97 3,068.00
1) Rapair & Maintenance expense 2.52 1.69 1.099 854 7.75 2,868.07 2.469.43
(g} Bad Debts & Provisions 3,218.37 [425.67) 1.300.31 9,051.59 10,840.02 7.303.09 11,853.33
TOTAL EXPENSES 25,711.01 15,580,593 18,312.63 93,153.04 90,894.44 115,643.47 115,687 01
| Profit f{loss) before exceptional items and tax (-1} (2,839.72) 4279.41 {1,489.24) [8,714.85) 110,903.64) (7.423.97) {12,715.09)
IV |Exceptional [tams 12.43 - 11.60 12.43 11.6¢ 1139.97) {130.69)
¥V |Profitf (loss) before tax (lI1-1V) {2,R52.15) 429.41 11,500.84) [8,727.2%) [10,915.24) {7.563.94) [12,B45.78)
V1 (Tax Expense .
1) Current Tax - - - -
12} Daferred tax - - - - - - -
Wil |ProfitfiLoss] for the period From continuing operatians {¥-v1} [2,852.15) 42941 {1,500.84] {8,727.29) {10,915.24} {7,563.04} {12,845.78)
ther Comprehensive Incama
vi 5.52 0.67 1.54 3.50 269 107.80 2492
A- 1] Itams that will not be reclassified to profit or loss ¢ ! f1.54) {269} { )
(i} Income tax relating to itemns that will not be raclassified } } B
1o profit or 1oss
B- {i] [tams that will be reclassified to profit or loss . - - - - - -
{ii} Incorme tax relating to items that will be reclassified to } . B . . . B
profit ar toss
Total comprehensive Incomea for the period[VIHVIN)
1% |(comprising ProfitfiLoss) and Other Comprehensive Income {2,846.63) 428.74 {1,502.38) (8,723.79) {10,917.93) [7,456,14) 112,870.70)
for the period }
X Paid up Equity Share capial 157,334.80 153,628.90 146,238.51 157,334.80 146,238.51 157,334.80 146,238.51
Xl [Dther Equity {117,023.83) {114,242,32) (109,936.26) 1117,023.83) {109,996.26} {101,80%.83) (97,024 .47}
Xl |Dabt 48,091.86 50,542.56 53,919.11 48,091.B6 53,919.11 54,671.37 B1,454.00
Xl |Debenture Redemption Reserve HA NP NA HA| NA HA, HA
XV |Met worth 37,160.53 35,565.40 34,052,127 37.160.93 34,052,17 30,234.48 15858.07
Earning per share (EPS) in ®
XY |Basic EPS (18.31) 283 {10.42} (57.81) (78.87) {49.41) (92.97)
Diluted EPS {18.31} 277 (10.42) (57.81) {78.87) {49.41) {92.97)
XVl |Debt Eguity Ratle 1.28 1.42 158 1.29 1.58 1481 238
XVWH |Debt Service Coverage Ratio (0.0007] 0.0002 10,0137 {0.004) {0.005) 038 0.26
XV |Interest Service Coverage Ratlo {2.37} 0.33 {1.08] {1.68) {1.50) (0.5} [0.83)

Naote : The figures/ratios for the previous perinds have been restated, regrouped/ reclassified ahece

Data:

Plare;

Ahh May, 2026

Lucknow

N

(Palash Gangopadhy

r necessary to conform to current period classification.

?_POW@,

For & om behall of the Board of Directers

Dvirector (Finance
DIN : 11746176




U. P. POWER CORPORATION LIMITED

Shakti Bhawan, 14-Ashok Marg, Lucknow

CIN: U32201UP19995G(024928
wehszite: www.uppclorg

Statement of Assets & Liabilities
as at year ended 31st March, 2026

{% Crore)
Standalone Consolidated
Particulars As at As at As at As at
31st March, 2026 31st March, 2025 31st March, 2026 | 31st March, 2025
Audited Audited Audited Audlted
ASSETS
Non-Current Assets
a} Property, Plant and Equipment 50.76 54,37 78,660.30 68,600.54
h] Capital Work-In-Progress - - 10,776.04 16,185.74
c} Intangible Assets 050 | 0.96 93.58 104.65
d) Intangible Assets under Development 3.32 3.32 -
d] Financial Assets
{i} Investments 26,091.07 25,804.44 2,517.06 2,475.65
{ii) Loans & Other Financial Assets 32,194.33 42,027.27 8,832.32 11,736.21
Current Assets ]
a) Inventories - - 4,109.84 4,347.27
b} Financial Assets
{i)Trade receivables 35,640.27 30,032.46 60,694.34 63,206.45
{ii) Cash and Cash Equivalents 3,797.19 2,485.66 6,476.58 5,133.46
(iii) Bank balance other than {ii} above 245.53 185.30 275.89 208.31
(iv)Other 22,913.19 22,046.80 6,055.00 5,148.44
¢} Other Current Assets 1,663.03 1,791.71 1,870.89 2,040.680
TOTAL ASSETS 122,599.29 122,428.97 180,269.26 179,187.32
EQUITY AND LIABILITIES
Equity
a} Equity share Capital 157,334.80 146,238.51 157,334.80 146,238.51
b) Other Equity -117,023.83 -109,996.26 -101,809.83 -97,024.47
Liahilities
Non-Current Liabilities
a) Financial Liabilities
{i)Borrowings 27,492.82 35,468.85 33,055.87 42,049.81
{ii)Trade Payables
Total Outstanding dues of MSME | - -
Total Outstanding dues of Creditors other than ) B
MSME
{iii}Other Financial Liabilities 821.19 821.92 8,662.32 8,636.76
Current Liabilties
a} Financial Liabilities
{i)Borrowings ) 20,824.11  18,761.66 22,126.75 19,965.57
{ii)Trade Payables )
Total Qutstanding dues of MSME 9,38 6.21 538 6.21
I:St::é)utstandmg dues of Creditars other than 20.191.73 18,946.88 25,421.86 23,930.76
liiijOther Financial Liabilities 12,945.09 12,171.20 35,568.11 35,384.17
TOTAL EQUITY AND LIABILITIES 122,599.29 122,428.97 180,369.26 179,187.32

For & on behalf of the Board of Directors

(Palash Gangopadhyay) r)
Date:  3Cth May, 2026 Director (Finance) a\mging Difector
Place: Lucknow DIN : 11746176 P fI?N: 08660586
: W
b




U. P. Power Corporation Limited

Shakti Bhawan, 14-Ashok Marg, Lucknow
CIN: U32201UP19995GC024928
website : www.uppclorg

STANDALONE STATEMENT OF CASH FLOWS

Particulars For the period ended For the period ended
i i 31st March, 2026 31st March, 2025
& Cash Flow from Operating Activities o _ i__ T
Net Loss before Exceptional ttems & Tax (8,714.86} {10,903.64)
Adjustment For: '
Depreciation 5.25 5.76
Provision/ Liabilities written back {427.29} {5.06}
Loss on sale of assets scrapped 0.01 -
Bad Debts & Provision 9,043.74 10,851.73
~ interest Income (0.04} {33.83)
Operating Profit Before Working Capital Change {93.19} {85.04}
Adjustment for:
Trade Receivable {5,607.81) (2,940.24)
Other Current Assets 128.99 294.55
Financial assets-others (773.63} (5,200.32)
Other Financial Liability 768.96 5,615.28
Trade Payable 1,668.38 (503.56)
__pankbalance other thancash . ] (6023) 128847
Sub Total T sl (L48982)
Net Cash used in Operating Activities (A) {3,968.53) _{1,574.86)
B Cash Flow from Investing Activities
sale/ {Purchase) of Property,Plant & Equipment {1.29) {2.70}
Purchase of Investments {11,431.24) {15,094.30}
Proceeds fram Interest income 0.04 33.83
Purchase of intangible Assets {3.32) -
________ __ Proceeds from Other Non-current Finandial Assets .. . oo 98394 . .. _88107
™" 'Net Cash from/ used in Investing Activities (B) T iuseesn . {6252:40)
€ Cash Flow from Financing Activities . o P B
Proceeds from/ (Repayment of] Barrowings {5,913.58) {5,890.77}
_______ _ Proceeds from Share Capital & Share Application Money o aa7eesy . 1472855
" " Net Cash from Financing Activities (€] " emiBe3 . 883778
Net increase/ {Decrease) in Cash & Cash Equivalents (A+B+C) 1,31153 1,010.52
Cash & Cash Equivalents as at the beginning of the year ~ 2,485.66 1,475.14
Cash & Cash Equivalents as at the end of the year 3,797.19 2,485.66

Note:
{i} This Statement has been prepared undet Indirect Method as prescribed by Ind AS-07

{ii] Cash and cash equivalents consist of cash in hand, balances with banks, and depasits with original maturity of upta three months,

{iii) Previous year's figures have been regrouped & reclassified wherever cansidered necessary.

For & on behalf of the Board of Directors

[‘ ’
{(Palash Gangopadhyay)

Director (Finance)

Date: 30th May 2026
Place: Lucknow

NS

(Nitish Kumhz}
Managing Difector




U.P. Power Corporation Limited
Shakti Bhawan, 14-Ashok Marg, Lucknow
CIN: U32201UP1999SGC024928

CONSOLIDATED STATEMENT OF CASH FLOWS
For the period ended 31st March, 2026

{t ln Crores}

Particulars For the Year ended For the Year ended
31.03.2026 31.03.2025

“Net Profit/ {Loss) Before Taxation & Exceptional items Y (X 14 " {12715.08)

Adjustment For:

~a Deprecigion 4709.03

~ b interest& Financial Charges - B951.31
_ ¢ BadDebis & Provision R ) e e e 1188333
d_ Non-Cash Income (armortisation of consumer (121, 84)_______ T M11852)
.4 _Interestlncome e e (465.25) . (522.62)
LSubTomat e ] 1732488 21872.53

990068

915744

_______  Adjustment for: R
a_(ncrease)Decreaseinlnventories L . 28077 ... (1092.58)
b (increase)fDecrease inTrade Recewable ) ) 4 39y  {B080.44)
¢ (Increase)Decrease in OtnerCurrentAssets _ _ 1oz S 1207.06
~d ({Increasg)yDecrease in Finanma[ assets- others _ {831 31) ) S 213
e Increase/(Decrease) in Other financiai Liab. L L1 £ RS | 4424.47
f_ Increase/{Decrease) inTrade Payable e o esa27 . o (1433.93)
g (Increase)/Decrease in Bank balance other than cash R A 58)_ B 1237.44
SubTotal ' T [ €161 5 ... (183585)
......NET CASH FROM OPERA“NGAC“V'T‘ES (A) I e . 18323 7521589
B
_.a Increase) in ] (1523110) _(4081.48)
b Decrease/ (Increase) in Work in Progress ... ... ... 54970  (720278)
c creaseyDecrease in Investments 0O . {180.72)
d Decreasef(lncrease) in Loans&Otherf nanmaI assets Non-current Assels o 280389 - 1106.40
e Interestincomes _ B 46525 52262
f Decrease/ (lncrease} in Intangibie assets ) S {21 35) o ) 23.02
a4 Decreasef(lncrease) in Intangible assets underdeye_l_qpment ) i {332y ~ 0.00

NET CASH GENERATED FROM INVESTING ACTMTIES (B)

¢ CASH FLOW FROM FINANCING ACTIVITIES
a Repayment of Borrowing

_feareey) __(9812:84)

(698379}

b Procesds from Shave Capital T .. .1472855
“ChangesinOther Equity . 2088, w0 T e

r long term liabilities . 25.56 . 623.18

& nterest& FinarcialCharges e i} (640489) (6951.31)
NET CASH GENERATED FROM FINANCING ACTIVITIES (C) 167882 349440
NET INCREASE/ (DECREASE]) IN CASH & CASH EQUIVALENTS (A+B+C) _ 34342 120305
CASH & CASH EQUIVALENTS AT THE BEGINNING OF THE YEAR o 513346 393041
CASH & CASH EQUIVALENTS AT THE END OF THEYEAR{ReferNote no10A) - esres® 513348

@ " This Statement has been prepared under indirect method as prescribed by ind AS-07
) Cash and cash equivalent consists of cash in hand, bank balances with scheduled banks and fixed deposits with banks.
() Previous year figures have been regrouped and reclassifed wherever considered necessary.

For and on behalf of the Board of Directoys

Lo
{PalashGangopadhyay) {Nitlsh Kumay)
Director [Finance) Managing Dirgtor

DIN: 11746176 DIN: 08660586

Placa : Lucknow
Dated:



Notes:

1.

The above Standalone & Consolidated financial results of the company have been reviewed by
the Audit committee of the Board of Directors in the meeting held on 30.05.2026 and approved
by the Board of Directors in their meeting held on the same day.

These financial results have been prepared in accordance with the applicable provisions of the
Companies Act, 2013. Indian Accounting Standards (Ind AS) pursuant to the notification of
Ministry of Corporate Affairs (MCA) dated 16th Feb, 2015 have been complied with (To the
extent notified and applicable). However, where there is deviation from the provisions of the
Companies Act, 2013, the corresponding provisions of Electricity (Supply) Annual Accounts
Rules 1985 have been adopted.

The financial results have been audited by the Statutory Auditor of the company as required
under Regulation 52 of the Securities and Exchanges Board of India (LODR) Regulations,
2015. (As amended)

The Holding and Subsidiary companies considered in the Consolidated Financial Statements
are as follows:

Proportion (in %) of

SI No. Name of Company Status o Shareholding as on*
i © 31-03-2026 31-03-2025 -

1 U.P. Power Corporation Limited Holding - NA NA

2 Purvanchal Vidyus Vitran Nigam Limited Subsidiary 100 100

3 Pashchimanchal Vidyut Vitran  Nigam Subsidiary S 100 100
Limited :

4 Madhyanchal Vidyut Vitran Nigam Limited Subsidiary 100 100

5 Dakshinanchal Vidyut Vitran Nigam Limited  Subsidiary . 100 ©o100

6 Kanpur Electricity Supply Company Limited ~ Subsidiary P00 © 100

7 UP Renewable & EV Infrastructure Limited Subsidiary C100 . 100
{UPREVIL)

* Includes the shares of promoters subsequently held by their Nominees,

5. Credit Rating: There is no change in the Credit Rating during the year. Current Rating and

Previous rating are as under:

Current Rating (as on 31.03.2026):

Particulars e Ratings . .
Bend Amount (¥ Crore) 4,498.20 Crs. & 6,510.00 Crs. & i 3951.20Cs. &
5,491.00 Crs. 3,489.50 Crs. 3,488.00 Crs.
CRISIL Rating AHCE)/Stable - A+HCE)/Stable
India Rating o ~ IND A+(CE)/Stable IND AA(CE)/Stable  ~ IND A+{CE)/Stable
Brickwork Ratmg BWR AA-(CE)Stable BWR AA(CE)/Stable -
Previous Rating (as on 31.03.2025):
Particulars Ratings B
Bond Amount (¥ Crore) 4498.20 Crs. & 5491.00: 651000 Crs, & 3489. 50 Crs. - 3951.20 Crs. & 3488.00
: Crs, ; Crs.
‘CRISIL Rating A+CE)/Stable - A+(CE)/Stable
ilndia Rating IND A+(CE)."Stable IND AA(CE)/Stable IND A+(CE)/Stable
‘Brickwork Rating 'BWR AA-(CEyStable |  BWR AA(CE)/Stable .

Redeemable non-convertible bonds, listed on BSE amountmg to Rs. 27,427, 90 Crores were
issued by UPPCL for subsidiary companies (DISCOMS) as per details given below. The same
are secured by hypothecation on Cusrent. Assets including receivables, ESCROW and

20



S.
No

4.

5.

Details of
Bonds
Details of
Bonds

UPPCL
State Govt
Serviced
Bond series
1172022

UPPCL
State Govt
Serviced
Bond series
12022

UPPCL
Bond
Series
11/2017-18

" UPPCL

Bond
Series
1/2017-18

UPPCL
Bond
Series
IvV/2016-17

UPPCL
Bond
Series
IEH/2006-17

Total

Amount
of Bonds
(€in
Crore)

3,488.00

5.491.00

449820

348950

6,510.00

2742790

No. of
Bonds

34,880

54910

44 9872

34,895

65,100

Maturity
date

| 22.03.2032
© 22.03.2032
| 20.01.2028
" 20103027

15.03.2027

15.02.2027

Date of
issue

07.10.2022

£ 30.03.2022

27.032018 -

05122017

27.03.2017

17022017

Face
Yalue
(Tin
Lakh)

10

10

Rate of

interest

4.95%

970%

10.15%

9.75%

3.48%

897%

Previons
due date
of interest
payment

30.03.2026

" 20.01.2026

20012026

13.03.2026

13.02.2026

30.03.2026

Paid/or | Next date of

not

Paid

Paid

Paid

‘Paid |

Paid

Paid

Interest
payment

30.06.2026

30.06.2026

20.04.2026

©20.04.2026

15.06.2026

15.05.2026

Amount ol
interest
Fayable on
next due
date
(T Crore)
64.89

ner

3233

2226

10.39

20.80

Next due date

of principal
payment

30.06.2026

30.06.2026

20.04 2026

20.04.2026

15.06.2026

15.05.2026

Principal
Amount
Payable on
next due
date
(X Crore)

109.00

12347

161.50

132.30

124.62

232,50

| 88339

Security  Outstanding

nonesspod AL Jo paxg puw pas(] 151U Ainuaqa] 1ad sy

As at
31.03.2026
{T Crore)

2,616.00

296340
129200
926.10 |

498.50

930.00

9.226.00

Qutstanding
AS at
31.03.2025
{Z Crore)

3,052.00

345730

1,938.00

145530

997.01

1,860.00

12,759.61



7.

8.

9.

10.

11.

12.

13.

14.

Fund based and non-fund based credit limit utilization as on 31.03.2026 is as under:

. Fund Based & Non Fund based Utilization as on 31.03.2026

‘Bank Name Sanction Limit Non-Fund Based Fund Based Total Availed
Punjab National 465.00 142.79 0.00 142.79
Bank
Central Bank of 105.00 104.62 0.00 104.62
ICICI Bank 400.00 293.00 0.00 293.00

Indian Bank 43000 13700 000 137.00
Bank of India 500.00 139.91 0.00 139.91
HDFC Bank _ 260.00 25.00 0.00 25.00
RBL Bank 295.00 0.00 0.00 0.00
TOTAL 245500 84232 _ 0.00 842.32

The company is engaged in only one segment viz. purchase and sale of power and as such
there is no separate reportable segment as per Ind AS-108: "Operating Segment".

Annual Accounts of F.Y.2024-25 were adopted in the Annual General Meeting held on
30.12.2025.

The Common expenditures and common facility costs amounting to ¥ 5,371.90 crores have
been allocated and transferred to subsidiaries companies and other related companies during
the year ended 31.03.2026 towards the Employee Cost, Administrative, General & Other
Expense, Finance Cost and Repair & Maintenance expenses.

Interest on Fixed Deposits, Interest on Bonds and Gain on Mutual funds amounting to
T 168.05 crores, 9.55 crores and ¥ 29.32 crores respectively has been allocated and
transferred to DISCOMs during the year ended on 31.03.2026.

The financial results have been prepared in Indian Rupee which is the company's functional
currency. All financial information presented in Indian Rupee has been rounded to the
nearest in 'Crore’ (upto two decimals) except as stated otherwise.

(a) Based on actuarial valuation report dt. 09.11.2000 submitted by M/s Price Waterhouse
Coopers to UPPCL (the Holding Company) provision for accrued liability on account of
Pension and Gratuity for the employees recruited prior to creation of the UPPCL i.e., for
GPF employees has been made @16.70% and 2.38% respectively on the amount of Basic
pay and DA paid to employees.

(b) As required by IND AS 19 (Employee Benefits), the company have measured its
liabilities arising from Gratuity for the employees covered under CPF Scheme & Leave
encashment of all employees and stated the same in Balance Sheet and Statement of P&L in
the financial year 2025-26 on the basis of Actuarial Reports.

Figures for the previous period have been regrouped/reclassified wherever necessary, to
conform to current period classification.

In terms of powers conferred by the Notification no. GSR 627(E) dated 29 August 2014 of
Ministry of Corporate Affairs, Govt. of India, the depreciation/amortization on Property,
Plant & Equipment/Intangible Assets have been calculated taking into consideration the
depreciation rates/useful life of assets as approved in the orders of UPERC (Multi Year
Distribution tariff) Regulationg, 2025. -




15.

16.

17.

As per clause 52 of Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015, the Company is required to submit the
consolidated financial results only on annual basis. Accordingly, due to non availability of
quarterly figures, the figures for the current and comparative previous period are reported for
the full year only.

Short-term investments comprise investments in Liquid/Overnight Mutual Funds made out
of short-term surplus funds of the Company. These investments are carried at their fair value
based on the Net Asset Value declared by the respective Asset Management Company as at
the reporting date.

As at 31% March 2026, the Company holds 12,37,776.215 units of LIC Liquid Mutual Fund
and 16,28,014.012 units of UTI Overnight Mutual Fund which remain unredeemed at NAV
of T 5001.4502 per unit and ¥ 3,686.7387 per unit respectively.

The fair value of these investments is determined using quoted prices in an active market and
accordingly falls under Level 1 of the fair value hierarchy. The investments are measured at
fair value at each reporting date and the resulting change in fair value is recognized in the
Statement of Profit and Loss for the period.

Fair Value Gain Recognized During the Period:
S Particular h

: _ Amount ZCrores)
- Fair value as a¢ 31" March 2026

e 1,219.27
- Carrying value at previous reporting date 1,217.93
" Fair value gain recognized during the period 1.34

Additional information pursuant to Regulation 52(4) of Securities and Exchange Board
of India (Listing Obligation and Disclosure Requirements) Regulations, 2015, as
amended:

Sr. Particulars of ) For the For the Year  For the Year
No. | Disclosures Numerator Depominator Quarter ended Ended ended
_ . _ _ _ 31.03.2026 31.03.2026 31.03.2025
1. Current Ratio Current Assets  Current Liabilities 1.19 L1% 1.13
" Total Debt Sharcholders”
Debt Equi excluding E(_luztg:
2. “l{ quity Interest Equity Share 1.29 1.29 1.58
atio : Capital
- accrued but not t
dve Retained Earning
Net
Profit/{Loss)for
. the year+
- Finance Cost+ .
Depreciation &
Amortization+
Bad Debts &
. . Current maturity of
3. C‘gj;‘fgi"‘;:fio provisiofis & 1 ong-term debt + (0.0007) (0.008) (0.005)
: . Finance cost
income +
Exceptional
[tems-Interest
Income-Fair
value gain on
Mutual Fund
e i, Investment
4 ?:&r:)tgg Revenue from : Average Invento N/A N/A N/A
‘ Ratio**+ Operations 2 Ty
5, Rezc?f:b]c Revep Average Gross 0.67 2.75

Turnover Ratio -

rade Receivable




Sr. .
No.

6.

10.

11.
12.
13
14.

15.

16.

* Since the debt services ar

Particulars of

Disclosures Numerator Denominator
. Net Profit Ratio Net Revenue from
(%) ProfitALoss) Operations
& after tax P
Long Term
Long Term Debt Borrowings +
to Working m;:’ur:?mo ; Working Capital
Capital Ratio v
long-term
. borrowings
Bad Debts to
Accounts - Average Gross
Receivable Bad Debts Trade Receivables
Ratip** .
Current Liability Current Total Liabilities
Ratio Liabilities excluding equity
Total Debt to Zgﬁi}gi"‘
Total Assets . & Total Assets
Ratio ~ interest accrued -
_ but not due
Operating Operating Revenue from
Margin (%) Profit/(Loss) Operations
égf;f:;:g;tli?* EBIT Interest Expenses
Net Profit After Tax

Earnings Per Share

{Basic)

Eamings Per Share

(Diluted)

Net Worth {Share Capital + Other Equity excluding
. capital reserve, restructuring reserve & share application

money pending allotment)

Forthe

Quarter ended
31.03.202¢

(12.63)

4.68

0.01

0.66

0.39

0.06)
{2.37)
(2,848.63)
(183D

(1831)

37,160.93

Ended
31.03.2026

(10.38)

4.68

0.01

0.66

0.39

(0.10}
(1.68)
(8.723.7%)
{57.81)

(57.81)

37.160.93

For the Year
ended
31.03.2025

(13.65)

810

0.02

0.58

0.44

(0.12)
(1.88)
(10,917.93)
(78.87)

(78.87)

34,052.17

e being done by the company for the subsidiary DISCOMs, the interest paid/payable on

bonds and loans are transferred to the respective DISCOMs. Hence interest service coverage ratio has been given on
the basis of interest on debis transferred to the DISCOMs.

** Bad Debts to Account Receivables ratio has been calculated on the basis of provision for bad and doubiful debts
and not the actual bad debts.

¥**¥ The business of the corporation is to purchase electricity from generation source and sell the same to
distribution companies. Hence, company does not have any trade inventory. The company maintains inventory only
Jor internal use.

18. Additional information pursuant to Regulation 54 of Securities and_Exchange Board of India
{Listing Obligation and Disclosure Requirements) Regulations 2015 as amended: The assets of
the company provide coverage of the interest and principal amount, as detailed below which is in
accordance with the terms of issue/ debenture trust deed for Secured Debt Securities:

Particulars Security Coverage |
Beacon Trusteeship Ltd. (Debenture Trustee for Bonds) 1.26
Vistra ITCL India Ltd. (Debenture Trustee for Bonds) 141
Other Secured Debts and Other Secured Payables 24.99




19. RELATED PARTY DISCLOSURE:

Part-1

L. Name of the Related Parties and Description of Relationship:

a. Related Parties where control exists:

a.
i
ii.

iii.
iv.

V.

vi.

b.
i
it

a.

b.

Subsidiaries
Purvanchal Vidyut Vitran Nigam Ltd. (PuVVNL)

Madhyanchal Vidyut Vitran Nigam Ltd. (MVVNL)

Dakshinanchal Vidyut Vitran Nigam Ltd. (DVVNL)

Paschimanchal Vidyut Vitran Nigam Ltd. (PYVNL)
Kanpur Electricity Supply Company Ltd. (KESCOQ)
UP Renewable and EV Infrastructure Limited (UPREVIL)

Employment Benefit Funds
U.P. Power Sector Employees Trust (GPF)

U.P. Power Corporation Contributory Provident Fund Trust {CPF)

b. Other Related Parties
(Where Transactions have been taken place during the year or previous year/balances outstanding)

Associates - Nil
Joint Venture Corporation — Nil

¢. GolUP-Related Power Sector Entities (under the same government):

ii.
iil.

U.P. Rajya Vidyut Utpadan Nigam Ltd. (UPRVUNL)
U.P. Power Transmission Corporation Ltd. (UPPTCL)
U.P. State Load Dispatch Center Limited (UPSLDC)

2. Disclosure as per Ind AS 27 (Separate Financial Statements):

a. Investment in Subsidiary Companies:

Country of . Place of

Proportion of OWnership

S.No. - Name of Company Incorporati . Registered  Interest
on ‘ Office As at As at
_ N _ o 31032026  31.03.2025
) . Purvanchal Vidyut Vitran Nigam Ltd, (PuVVNL) India Varanasi, UP 100% 100%
_ CIN-U31200UP20038GC027461
(i} Madhyanchal Vidyut Vitran Nigam Ltd. (MVVNL) India Lucknow, UP 100% 180%
- CIN-U31200UP20038GC027459
(iti) Dakshinanchal Vidyut Vitran Nigam Ltd. {DVVNL) India Agra, UP 100% 100%%
CIN-U31200UP20038GC027460
{iv) Paschimanchal Vidyut Vitran Nigam Ltd. {PVVNL) India Meerut, UP [00% 1 00%
~ CIN-U31200UP2003SGC027458 _
¥} * Kanpur Electricity Supply Company Ltd. (KESCO} India Kanpur, UP 100% 100%
________ . CIN-U40105UP1999SGC024626 ) o o _
(V) UP Renewable and EV Tnfrastructure Limited India . Lucknow, UP 100% 100%
(UPREVIL) CFN U35]09UP2024SGC203459
b Key Management Personnel: -
¢ 8.No. Name E _ Designation _ Period
. : Dr. Ashish Kumar GoeI _ * Chairman _ w.ef 27.03.2023
2 Shri Pankaj Kumar .., Managing Director w.ef 10032021 |
3 _ Shri Nidhi Kumar Narang - Director (Finance) “w.ef 01.06.2022 till 17.08.2025
4 ShriNidhi Kumar Narang. 2&3’;}3;;?3'};’;‘;;"’1) (In w.e.f 02.07.2024 till 22.04.2025
5 Shri Sanjay Mehrotra gg::g‘g (Finance) (In Additional - 14 08 025 i date
6 Shri John Mathai w. ef 17.06.2025 t1]l date
7 Shri Kamalesh bahadur Sigp B0
8 Shri Kamalesh bahad Q



SNoL CoNeme [)es.gnatmn e " Period

¢ Charge

9 Shri Deepak Raizada - Director (Corporate Planning) w.ef 05.06.2025 till date

10 ~ Shri Gyanendra Dhar waedl - Director (Distributicon) w.ef 11.10.2023 till date

11 - Shri Prashant Verma _ Director (Commercial) _ w.ef 22.04.2025 till date

12 ShriSourajitGhosh  Director(LT)  wef 18.06.2022 till 08.06.2025

13 - Dr. Rupesh Kumar " Nominee Director w.ef 07.01.2025 till 28.10.2025
. 14 Shri Mayur Maheshwari Nominee Director w.ef 29.10.2025 till date

15 Shri Anupam Shukta ~ Nominee Director w.ef 10.08.2022 till 21.04.2025
.16 Shri Raj Kumar Nominee Director w.ef 22.05.2025 till date
17 Smt. Neha Jain Women Director - w.ef 30.01.2025 till date
- 18 Shri Neel Ratan Kumar ~ Nominee Director N w.ef 16.04.2013 till date

19 ~ Shri Abhishek Singh Nominee Director w.ef 03.05.2023 till date

20 Shri Raj Kumar Malhotra Nominee Director w.ef 05.11.2024 till date

21 Shri Prabhat Kumar Singh ~ Nominee Director w.ef 13.02.2025 till date

22 Shri Nitin Nijhawan Chief Financial Officer w.ef 01.12.2022 till date

= Shri. Nitish Kumar has taken charge of Managing Director of UPPCL w e f 2204 2026,
+  Shri. Palash Gangopadbyay has vaken charge of Director (Fingnce) of UPPCL w.e f. 27.05.2026

¢. Relative of Key Managerial Personnel (if any)
(Where transaction have taken place during the year or previous year/balances outstanding)- NIL
Part-11

Details of Related Party Transactions:
a. Transactions with Subsidiaries and Employee Benefit Funds for the year ended 31.03.2026.

e o . S - U (¥ Crore)
:'; ' Particulars Subsidiaries Employee Benefit Funds
- CPF Trust GPF Trust
1.  Sale of Power 81,551.62
2. Allocation of common expenditure 5,330.04
3. Investment of Equity (including Share application money) 9,488.04
4.  Transactions on account of Loanf'Bonds taken on behalf of DISCOMs (5,903.53)
5. Transactions in respeoct of Tral:le Receivables 5,846.52
6.  Transactions in respect of Other Receivables S o (1,236.76)
7. Transactions in respect of Grant/Loan (2,155.50)
8. Transactions with CPF Trust ' (2.27)
9. Transactions with GPF Trust (10.23)
10.  Allocation of common income _ R . 20692 . '
.................................. Total ... 9314735 227y (10.23)

b. Transactions with GoUP Related Power Sector Entities for the year ended 31.03.2026.

(Z Crore)
: GoUP Related Power Sector Entities
S.No - Particulars . {(Under Same Government)
UPRVUNL UPPTCL
1. Purchase of Power S S ' 19,327.02 -
- 2. Allocation of Common Expenditure S 241 19.45
3. : Transactiens in respect of Trade Receivables S _ 267 15.53
4. - Transactions in respect of Other Payables (506.23) -
18,825.87 34.98
c. Employment beneﬁt of Key Managerial Personnel for the year ended 3! 03 2026
S.No. Employment Benefit Amount
. (T Crore)
1. Short-Term Employment Benefit 2.72
2. Post. Emp]oymem Benefit 032

3.04




8.No.

N R N
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Part-111

Details of Subsidiary wise Related Party Transactions
For the year ended 31.03.2026

Name of Related Party

Subsidiaries

Purvanchal Vidyut Vitran Nigam Ltd.
Madhyanchal Vidyut Vitran Nigam Ltd.

lfwesm.em © Loan/Bonds
Allocation n quf'ty taken on Trade
: ST:;}:i::y ?,1';:: of Cum_mon m:::;i;ng behalf ol Receivables
Expenditure application - DIS(_ZOMS
: {Receivables)
o money ) . .
PuvVNL 20,617.28 1,.980.39 2.829.83 {1,746.11) 2,978.97
MVVNL 17,479 85 1,283.38 2,365.74 (1,113.82) 614 2%
DVVNL 16,812.09 1,433.31 1,986.64 (1,575.51) 1.962.47
PVVNL 2406111 438 47 1,884 .38 (1,221.72) 25583
KESCo. 2.581.29 214.49 411.45 {246.37} 3496
UPREVIL - - 1000 T T
Total 81,551.62 5,350.04 2488.04 (5,903.53) 5,846,852
Part-1V

Dakshinanchal Vidyut Vitran Nigam Lid.
Paschimanchal Vidyut Vitran Nigam Ltd.
Kanpur Electricity Supply Company Litd.
UP Renewable and EV Infrastructure Limited

Employee Benefit Funds
UP Power Sector Employees {Trust)
UP Power Corporation Employees Contributing Provident Fund (Trust)

GoUP-Related Power Sector Entities:
UP Rajya Vidyut Utpadan Nigam Limited (UPRVUNL)
UP Power Transmission Corporation Ltd.

{Note: -Negative Figures (...) denote payable values)

(Palash Gangopadhyay)
Date:- 30.03.2026 Director (Finance}
Place: Lucknow DIN: 11746176

Other Other
Receivables  Payables

(33037 3259
(200.58) 99.60
(820.22) (92.69)
9894 (2,176.13)
15.02  (18.87)
045 -

(1,236.76) __ (2,155.50)

Balances outstanding (Closing Balances)

Balances as at
31.03.2026
[ PrACK)
67,268.57

51,74049

55,769.24
21,827.79
6,540.90

15.58

18.34
(34.2%)

(8,187.49)
2,661.02

Allocation
of Common
Income

47.62
4406
4373
63.33

818

20692

(¥ Crore)

Total

26410620
20,572.52
19,749.82
2340421
3.000.15
1045
93,147.35

(T Crore)
Balances as at

31.03.2025
{DrACK)|

63,503.66

54,308.55
22.986.49
6,344.71

5.13

2857
(32.02)

(7.683.93)
2,645.49

(Nitish Kurhar)

Managing Director
DIN: 08660586
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INDEPENDENT AUDITOR’S REPORT
To,
The Members,
Uttar Pradesh Power Corporation Limited,
Shakti Bhawan,
Lucknow.

1. Report on Standalone Financial Statements
(A) Qualified Opinion:

We have audited the accompanying Standalone Financial Statements of Uttar Pradesh Power
Corporation Limited (“the Company™), which comprise the Balance Sheet as at 31*March, 2026, the
Statement of Profit and Loss (including other Comprehensive Income), the Statement of Cash Flows
and the Statement of Changes in Equity for the year then ended and notes to the financial statements,
including a summary of significant accounting policies and other explanatory information (“the
Standalone Financial Statements™) in which are incorporated accounts of Material Management Zone
(Location code — 300, 330, 640 and 970 and its units) (“Zone”) thereof which have been audited by
other Auditor.

In our opinion and to the best of our information and according to the explanations given to us,
except for the effects of the matters described in the “Basis for Qualified Opinion™ section of our
report, the aforesaid Standalone Financial Statements give the information required by the
Compantes Act, 2013 (*“the Act™) in the manner so required and give a true and fair view in
conformity with the Indian Accounting Standards prescribed under Section 133 of the Act read with
the Companies (Indian Accounting Standards) Rules, 2015, as amended (“Ind AS™) and other
accounting principles generally accepted in India, of the state of affairs of the Company as at 31"
March, 2026and the Net Loss,including other comprehensive income, its cash flows and statement of
change in Equity for the year ended on that date.

(B) Basis for Qualified Opinion:

We draw attention to the matters described in ‘Annexure I', the effect of which, individually or in
aggregate, are material but not pervasive to the financial statement and matters where we are unable
to obtain sufficient and appropriate audit evidence. Our opinion is qualified in respect of these
matters.

We conducted our audit of the Standalone Financial Statements in accordance with the Standards on
Auditing (SAs) specified under Section 143(10) of the Act. Our responsibilities under those
Standards are further described in the Auditor’s Responsibilities for the audit of the Standalone
Financial Statements section of our report. We are independent of the Company in accordance with

the Code of Ethics issued by the Institute of Chartered Accountants of ‘ém&i:
independence requirements that are relevant to our audit of the {: :.-. B

) together with the
ncial Statements
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under the provisions of the Act and the Rules made there under, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the ICAI’s Code of Ethics. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the Standalone Financial Statements.

(C) Key Audit Matters:

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole. Except for the matters described in the
basis of qualified opinion including Annexure I to the audit report, we have determined that there are
no other Key Audit Matters to communicate in our report.

(D) Emphasis of Matter:

U. P. Power Corporation Ltd.

1. Kindly refer Note 12 of the financial statement as on 31* march 2026 which reflects a Gross debit
balance of ¥ 707.68crore pertaining to M/s Rosa Power Supply Company Limited. This amount
represents debit notes raised by the company in April 2018 against which, stay orders have been
issued by the Appellate Tribunal for Electricity (APTEL).

It is also observed that in a similar case involving M/s Lalitpur Power Generation Company, the
company has reversed the debit notes as disclosed in Para 32 of Note 30: Notes to Accounts.
However, in the case of Rosa Power, no such reversal has been made.

This results in a contradiction in the company’s accounting treatment of similar transactions
involving disputed debit notes under litigation. ' '

2. Kindly refer Note 12 of the Financial Statement as on 31st March 2026, which includes T 2.66crore
under Tax Deducted at Source (TDS). This amount includes T 1.38crore representing Income Tax
refunds that were pending with the Income Tax Department for the financial years 2007-08, 2008-09,
2011,-12, and 2013-14. These refunds have not been received till 31% March 2026.

3. Accounting Policy of the Company regarding power purchases had not envisaged the method for
accounting of power purchases where final approval of the tariff by the Regulatory Commission has
not been granted.

4. As per the branch audit report, during review of balance of Rs. 498.64 crore appearing under the
head 46.975 — Liability migration account revealed that a sum of Rs. 422.19 crore (Net) has been
credited under this head towards differences identified during reconciliation with vendors. Excess
liabilities as identified were proposed to be written off / write back with approval of Board of
Directors. However, pending the said approval, adjustment have been made in books of account
through migration account which in our view should have been dealt through Profit & Loss account
of current year 2025-26 with approval of Board. Hence, in our vi ofit for 2025-26 is understated

and liabilities are overstated by Rs. 422,19 crore (Net). 3 ol g b
However, the company at centrally complied the same. ; ANS
Offices: f; & “:\'\\/ E

%%

New Delhi: 9910438512 | Dehradun: Gopalganj: Bhopal: P e YPune: Jaipur;
. 9415408616 9425018323 9074421024 8 S 9893266500 9887881288
Raipur. 8149448136 Mumbai: Patna Noida: Ran Lucknow: CGiuwahati:
9699218866 7049920823 2010116276 7554003 9170999544 9839145419




JITENDRA AGARWAL & ASSOCIATES

CHARTERED ACCOUNTANTS

2/10 Vijay Khand, Gomti Nagar, Lucknow - 226010
Ph. : HO: Lucknow : 0522 4205950, 9415003111
jitendrafcag@gmail.com

https://jitendraca.com

INDIA

5. During the year, the Company has accounted for ¥12.43 crore as notional interest under Exceptional
Items, comprising 2.19 crore relating to CPF Trust and %10.24 crore relating to GPF Trust, on the
basis of letters received from the respective Trusts in connection with loss on DHFL investment.

The principal loss relating to DHFL investment had already been recognised in the books in earlier
years. The basis for further recognition of notional interest on such loss requires review, particularly
with reference to the applicable policy of allocation among the concemed entities/departments and
the existence of any present obligation on the Company.

The relevant policy document and Trust Deed were not made available to us for verification.
Accordingly, we are unable to comment on the correctness of the accounting treatment of the
aforesaid amount and also unable to comment that the viability of action taken by the authority. The
lack of clarity also raises concerns regarding the adequacy of internal controls and the reliability of
account balances.

Material Management Zone of U. P. Power Corporation Ltd.

6. During review of records it was observed that UPPCL has paid charges of Rs. 274.15 crore i.e.,
without any supply or nominal supply of energy to Anta GPS, Auraiya GPS, Jhanor GPS, KAWAS
GPS and Dadri GPS of NTPC Limited against PPAs extended from time to time. Hence, we are of
the view that management may consider to explore the possibilities of termination of such on-going
contracts for avoidance of increase in power cost &its burden on consumers.

7. System of compilation and reconciliation of quantitative details of power purchase by third party as
was in practice in previous years has been discontinued during the year. Details of the power
purchased and power transferred to DISCOMs and loss of energy during the current year & previous
year as per the details compiled by unit & provided during the audit is tabulated as under:

Detail Ason 31.03.2026 | As on 31.03.2025 | As on 31.03.2024
Total number of Units purchased (MU) 15116612 1,55,096.09 i1,41,931.69
Total number of units sold (MU) 144,131 50 1,47,650.20 1,34,269.40
Loss % 4.65% 4.80% 5.39%

8. Aspect of writing back of balance of Rs. 1290.41 crore at unit level was dealt in Audit Report for FY
2024-25i.c.

“ Written back of balances of Rs.1290.41 crore (Credit) under the head ‘62.912 —Sundry Credit
written back’ in FY 2024-25 pertaining to old, un-claimed, un-reconciled balances etc. of previous
year in respect of various generators/vendor and further allocated to DISCOMS with approval of
Director (F) at unit level of such material amount of earlier years denotes lack of observance of
internal control procedure, incorrect depiction of profitability of earlier years, material impact on the
profitability of the current year and as such any correction/ writing baek of balances of such nature
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ensuring to streamline the internal control mechanism prevailing in the corporation and correct &
proper disclosure in financial statement.”

In this context we are of the view that the corporation may consider to frame delegation of powers
with respect to write off / write on in respect of earlier years having material impact.on profitability of
the corporation.

9. Review of Approval accorded by the Board of directors in its meeting held on 08-08-2025 regarding
100% provision against Advances of Rs. 126.98crore provided for UMPP Projects revealed that
board has emphasized for making consistent efforts recovery of the said advances and write back of
the same in books of accounts after recovery. Hence, follow up action for recovery of the aforesaid
advances needs to be ensured by management.

QOur opinion is not modified on above comments.

2. Information other than the Standalone Financial Statements and Auditor’s Report thereon:

The Company’s Board of Directors is responsible for the preparation of the other information. The
other information comprises the information included in the Annual Report but does not include the
Standalone Financial Statements and our auditor’s report thereon. The above report is expected to be
made available to us after the date of this Auditor's Report.

Our opinion on the Standalone Financial Statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the Standaloné Financial Statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the
other information is materially inconsistent with the Standalone Financial Statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

When we read the above-identified reports, if we conclude that there is a material misstatement
therein, we are required to communicate the matter to those charged with governance and take
appropriate actions necessitated by the circumstances and the applicable laws and regulations.

3. Responsibilities of Management and those chargedwith governance for the Standalone Financial
Statements:

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of the Act
with respect to the preparation of these Standalone Financial Statements that give a true and fair view
of the financial position, financial performance, cash flows and changes in equity of the Company in
accordance with the Indian Accounting Standards (Ind AS) prescribed under Section 133 of the Act,
read with the Companies (Indian Accounting Standards) Rules, 2015 as amended and other accounting
principles generally accepted in India. This responsibility also includes maintenance of adequate
accounting records in accordance with the provisions of the Act for safeguarding of the assets of the

Company and for preventing and detecting frauds and other irregularipes; selection and application of
T .
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appropriate accounting policies; making judgments and estimates that are reasonable and prudent; and
design, implementation and maintenance of adequate internal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to the
preparation and presentation of the financial statements that give a true and fair view and are free from
material misstatement, whether due to fraud or error.

In preparing the Standalone Financial Statements, management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with Governance are also responsible for overseeing the Company’s financial reporting
process.

4. Auditor’s Responsibility for the Audit of the Standalone Financial Statements:

QOur objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not a guarantee that an
audit conducted in accordance with SAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these Standalone Financial Statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the Standalone Financial Statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the
override of internal control.

» Obtain an understanding of internal financial controls relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Companies
Act, 2013, we are also responsible for expressing our opinion on whether the company has
adequate internal financial controls system in place and the operating effectiveness of such
controls.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

o Conclude on the appropriateness of management’s use of the going concern basis of accounting

and, based on the audit evidence obtained, whether a material inty exists related to events
or conditions that may cast significant doubt on the Comﬁ 4 to continue as a going
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concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Company to
cease to continue as a going concem.

Evaluate the overall presentation, structure and content of the Standalone Financial Statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that achieves fair presentation.

Materiality 1s the magnitude of misstatements in the Standalone Financial Statements that
individually or in aggregate makes it probable that the economic decisions of a reasonably
knowledgeable user of the financial statements may be influenced. We consider quantitative
materiality and qualitative factors in (1) planning the scope of our audit work and in evaluating the
results of our work; and (ii) to evaluate the effect of any identified misstatements in the financial
statements.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the Standalone Financial Statements of the current
period and are therefore the key audit matters. We describe these matters in our auditor’s report
unless law or regulation precludes public disclosure about the matter or when, in extremely rare
circumstance, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public interest
benefits of such communication.

5. Other Matters:

We have audited the Standalone Financial Statements of the Company for the year ended 3 1st March
2026.

However, we did not audit the books of accounts or information relating to the Zone, except for a few
disclosures included in the Notes on Accounts. The books of accounts/information for the Zone were
audited by the Zone Auditor, who was appointed by the Comptroller and Auditor General of India
{C&AG). The Zone Auditor audited only the Trial Balances of the Zone, and their audit report has
been provided to us.

Qur opinion, in so far as it relates to the amounts and disclosures pertaining to the Zone, is based

solely on the report of the Zone Auditor. The Zone Auditor’s re & een furnished to us, and we
A UWE
v
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have relied upon it for our conclusions concerning the Zone's assets, revenue, and any related
disclosures.

6. Report on Other Legal and Regulatory Requirements:

1. Asrequired by the Companies (Auditor’s Report) Order, 2020 (“the Order”) i1ssued by the Government
of India in terms of sub-section {11} of Section 143 of the Act, we give in “Annexure-II", a statement
on the matters specified in the paragraphs 3 and 4 of the said Order, to the extent applicable.

2. As required by directions issued by the Comptroller & Auditor General of India under Section 143(5)
of the Act, we give in “Annexure - I1I (2) and III (b)”, a statement on the matters specified in the
directions and sub-directions.

3. As per Notification No. GSR 463(E) dated 5 June 2015 issued by the Ministry of Corporate Affairs,
Government of India, and Section 197 of the Act is not applicable to the Government Companies.
Accordingly, reporting in accordance with requirement of provisions of section 197(16) of the Act is
not applicable on the Company.

4. Asrequired by Section 143(3) of the Act, based on our audit, we report that:

(a) Except for the matters described in the “Basis for Qualified Opinion” section, we have sought
and obtained all the information and explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit.

(b) In our opinion and except for the matters described in “Basis for Qualified Opinion”
 section, as well as Para 6(h)(vi) regarding Audit Trailproper books of account as required
by law have been kept by the Company so far as it appears from our examination of those
books and proper returns adequate for the purposes of our audit have been received from the
Zone of the Company not visited and not audited by us.

(c) The reports on the accounts of the Zone of the Company, audited under Section 143(8) of the
Act by Zone Auditors have been sent to us and have been properly dealt with by us in
preparing this report.

{d) The Balance Sheet, the Statement of Profit and Loss, the Statement of Cash Flow and the
Statement of Changes in Equity dealt with by this Report are in agreement with the books of
account and with the returns received from the Zone not visited and not audited by us.

(e) Except for the matters described in the “Basis for Qualified Opinion™ section, in our opinion,
the aforesaid Standalone Financial Statements comply with the Indian Accounting Standards
prescribed under Section 133 of the Act read with relevant rules issued there under.

(f) Being a Government Company, pursuant to the Notification No. GSR 463(E) dated 5™June,
2015 issued by Ministry of Corporate Affairs, Government of India; provisions of Sub-

applicable to the Company. =
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(g) With respect to the adequacy of the internal financial controls system in place with reference
to Standalone Financial Statements of the Company and the operating effectiveness of such
controls, refer to our report in “Annexure-IV”.

(h) With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in cur opinion and to the best of
our information and according to the explanations given to us:

i. Except for the effects of the matters described in the “Basis for Qualified Opinion” section,
the Company has disclosed the impact of pending litigations on its financial position in its
financial statement. Refer to Para No. 16(b) to Note No 30: Notes to Account of the
Financial Statements. However, Company has not reviewed its contingent liabilities with
respect to its ageing and no confirmation from Legal Experts have been obtained by the
Company.

ii. As per information and explanation furnished to us, Company has not envisaged any
foreseeable losses on any long-term contracts except mentioned by us in the ‘Basis of
qualified opinion’.

iii. There were no amounts, which were required to be transferred to the Investor Education
and Protection Fund by the Company.

iv. (a) The management has represented that, to the best of its  knowledge and belief,
other than as disclosed in the notes to the accounts, no funds have been advanced or
loaned or invested (either from borrowed funds or share premium or any other
sources or kind of funds) by the company to or in any other persons or entities,
including foreign entities (“Intermediaries”), with thé understanding, whether,
directly or indirectly lend or invest in other persons or entities, identified in any
manner whatsoever by or on behalf of the company(“Ultimate Beneficiaries”) or
provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries.

(b) The management has represented that, to the best of its knowledge and belief, other
than as disclosed in the notes to the accounts, no funds have been received by the
company from person(s) or entity(ies), including foreign entities (“Funding
Parties”), with the understanding, whether recorded in writing or otherwise, that
company shall, whether, directly, lend or invest in other persons or entities
identified in any manner whatsoever by or behalf of the Funding Part(“Ultimate
Beneficiaries™) or provide any guarantee, security or the like on behalf of the
Ultimate Beneficiaries.

(¢) Based on audit procedures performed that were considered reasonable and

- appropriate in the circumstances, nothing has come to our notice that caused us to
“believe that the representation referred under cla (tv)(a) and (b) contain any
material misstatement.
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V1.

The Company has not declared or paid any dividend during the year, therefore compliance
with Section 123 of the Companies Act, 2013 was not applicable.

As per information and explanation given to us and based on our examination, the
Company has implemented ERP system for accounting transactions which has feature of
recording of audit trail (edit log). During the year under review, payment to vendors,
employees and Inter Fund transfer have been made through ERP. Further reporting under
rule 11(g) of companies (Audit and Auditors) Rules, 2014 on preservation of audit trail as
per statutory requirement is not applicable for the FY 2025-26 bemg the first year of fully
operationalization of accounting through ERP.

For Jitendra Agarwal & Associates

Partner

/M No.: 072529
UDIN: 26072529LNNDMAG6760
Place: Lucknow

Date: 30/05/2026
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Annexure

As referred to in and forming part of, our Audit Report of even date to the members of U.P. Power
Corporation Limited on the Standalone Financial Statements of the Company for the year ended
315*March, 2026.

On the basis of such checks as we considered appropriate and according to the information and
explanations given to us during the course of our audit, we report that:

1.

Kindly refer to Note 14 — Other Equity of the standalone financial statements for the year ended 31
March 2026. During the year, the Company has transferred balances amounting to ¥195.95 crore
from Capital Reserve and ¥540.31 crore from Restructuring Reserve to Retained Earnings. The
management stated that these balances pertained to old balances arising from a transfer scheme and,
in the absence of detailed supporting records and documentation, the same were transferred to
Retained Earnings.

However, the Company has not provided detailed breakup, supporting documents, nature of reserves,
or justification for such transfer. In our opinion, the aforesaid accounting treatment is not adequately
supported and is not in accordance with generally accepted accounting principles and practices.

In the absence of adequate supporting evidence and documentation, we are unable to verify the
accuracy, appropriateness, classification and completeness of the said balances and the consequential
impact of the transfer on the standalone financial statements in accordance with the applicable
financial reporting framework, including Schedule III to the Companies Act, 2013.

During the course of audit, it was observed that in the previous year the Company had regrouped
certain old balances into “Assets Migration Account” under Note 6 — Non-Current Financial Assets —
Others and “Liability Migration Account” under Note 16A — Non-Current Financial Liabilities, as
also disclosed in the Notes to Accounts.

During the current year, the Company has written off balances amounting to 2121.81 crore from the
Assets Migration Account and %6.93 crore from the Liability Migration Account pursuant to
approval of the Board of Directors. However, the underlying party-wise, unit-wise and account-wise
details, along with complete reconciliations and supporting records forming the basis of such
regrouping and subsequent write-off, were not made available for our verification.

Consequently, we are unable to verify the correctness and appropriateness of the aforesaid balances
and the consequential impact thereof on the standalone financial statements. -

The Company has not complied with the following Ind AS notified under Section 133 of the
Companies Act, 2013, read with Rule 3 of the Companies(Indian Accounting Standards)
Rules, 2015 (as amended):
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Non-Compliances of Ind-AS:
IND AS 1 (Presentation of Financial Statement)

« It has been observed that the company is recognizing refunds related to income tax, interest on
income tax, GST, and other statutory refunds on a cash basis, i.e., at the time of actual receipt.
This practice is not in compliance with Ind AS 1 — Presentation of Financial Statements, which
requires the use of the accrual basis of accounting.

IND AS 19 (Employe¢e Benefits)

Kindly refer to Para No. 4(a) of Note 30 - Notes to Accounts to the financial statements.It has been
noted that the accounting for employee benefits relating to the General Provident Fund (GPF)
scheme has been carried out based on an actuarial valuation report dated 09.11.2600, which
utilizes fixed contribution rates of 16.70% & 2.38% on basic pay and dearness allowance (DA)
for pension and gratuity respectively, This methodology has been consistently applied over the years
without any subsequent actuarial revaluation.

However, this approach is net in compliance with the requirements of IndianAccounting Standard
(Ind AS) 19 - Employee Benefits, which mandates that actuarial valuations should be performed at
least annually, or more frequently if there are material changes in assumptions or plan obligations.

The continued reliance on an actuarial valuation report that is over two decades old constitutes a
significant deviation from the prescribed accounting standards and may lead to a material
misstatement of employee benefit liabilities in the financial statements.

We recommend that the management undertake a fresh actuarial valuation of the GPF scheme in
accordance with Ind AS 19 and ensure that future valuations are performed on a timely basis to
reflect the accurate liability.

IND AS 109 (Financial Instruments)
During the audit, it has been noted that the company had issued listed bonds inprior financial years.
However, the following deviations from the requirements of Ind AS 109 - Financial Instruments
were observed:

e Incorrect Treatment of Transaction Costs:
The company has charged the entire transaction costs and issuance-related expenses tothe Statement
of Profit and Loss at the time of bond issuance. This accounting treatment is not in compliance with

Ind AS 109, which states:

Transactlon costs that are directly attrlbutable t0 the issue of a finapesal liability shall bededucted

A
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1. Such costs are required to be amortized over the term of the financialliability using the Effective
Interest Rate (EIR) method, rather thanexpensed immediately. The current approach has led to:
Overstatement offinance costs in the year of bond issuance

ii. Understatement of the carrying amount of the bond liability

+ Use of Coupon Rate Instead of Effective Interest Rate:

It was further observed that the company is calculating and recognizing interest expense based on the
coupon rate of the bonds, rather than applying the Effective Interest Rate (EIR) method as mandated
by Ind AS 109.

Ind AS 2: Inventories

As per the company’s material accounting policies, the stores and spares are valued at cost. However,
this treatment is not in compliance with Ind AS 2 - Inventories, which requires inventories to be
measured at the lower of cost and net realisable value (NRV). No assessment of NRV for these items
has been carried out as at the reporting date.

4. Kindly Refer to Para No. 7 of Note 30: Notes to Accounts to the financial statements, where the
Company has disclosed that inter-unit transactions (IUT) amounting toRs. 76.32crore remain
pending for reconciliation and consequential adjustments as at 31% March 2026 and similar type of
observation also reported by the Zone auditor in their report.

In the absence of such reconciliation and documentation, we are unable to determine the accuracy,
validity, and financial impact of the outstanding inter-unit balances on the financial statements for the
year ended 3 1st March 2026.

5. Kindly refer Note 8 to the financial statement as on 31st March, 2026, includes a balance of 641.79
crore as unallocated realisation. The amount has not been to allocate to the respective DISCOMS till

31.03.2026.
Ageing of Unallocated Revenue Realisation (¥ in crore)
Section Name More 1 To 2|Less Than | Total
Than 2| Year 1 Year
Year
Laghu Sichai Vibhag - - 91.07 91.07
Department
Decentralised - - 413.84 413.84
Department
Jal Nigam 77.76 77.76
Commission of E- 21.80 21.80
Wallet
Online Amount 37.32 37.32
Total - - 641.79-7 641.79

=l
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6. Kindly refer to Note No. 21 of the Financial Statements for the year ended 3 1st March 2026, wherein
the Company has disclosed rental income of 20.90 crore received from employees of Uttar Pradesh
Power Corporation Limited towards residential accommodation provided to them.

The residential accommodation has been allotted to employees at concessional rates as per the
Company’s applicable policy / practice. For the purpose of our verification, we requested the
Company to provide the basis of determination of rental charges and related details, including the
fair rental vahie / benchmark value, wherever available.

The Company has informed that the accommodation is provided to employees as per its internal
policy and that the rent recovered from employees has been accounted for as rental income in the
books of account. However, detailed working / supporting basis for determining the fair rental value
of such accommodation was not made available for our verification.

7. Tt is observed that certain balances have remained outstanding for more than three yearswithout
any movement or settlement. As confirmed by management, no adequate supporting documentation
is available for these balances being very old balances and 100% provision have already been created
against these receivables amount considering that recoverability of this amount appears doubtful.
However, these balances have not yet been written off/written back from the books.

The Detailed list of outstanding balance (except IUT) for more than 3 years:

S.no | GL Code Particulars Amount (%) Balance
Fringe Benefit Tax Dr.
1 27.41100&46.81000 | Balance* 2503731.64
ExpRecov Suppliers Dr.
2 28.81000 /cons 235203.80
3 28.87920 M/S Prayagra) Power 1144000.50 Dr.
4 28.87950 Lalitpur PGCL 217565.00 Dr.
5 28.92000 Deposit-GPF Trust 1000000000.00 Dr.
GPF SE-MES o Cr.
6 44.50300 Opening Balance 1657309.70
GPF Mnist Opening Dr.
7 44.50400 Balance 711237.00
8 44.50500 G.P.F. (Operating) 477535.40 Cr.
G.P.F. PMT to _ Cr.
9 44.50600 Account 352000.00
CPF Gratuity Cr.
10 44.51600 Payment 10000000.00
11 44.60100 GPF Subs Officers 62862.00 Dr.
12 44.60200 GPFE-S.E. & M.E.S. 15580.00 Cr.
13 46.98970 Western U.P. Power 1157813.90 Cr.
South East U.P. Cr.
14 46.98980 Power 357475.77
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(*} The Fringe Benefit Tax (FBT) was abolished by the Government of India in the year 2009, effective
from Assessment Year 2010-11, However, an amount of 2500000.00 is still shown as "Advance on
Frin.ge Benefit" under receivables. Management is advised to review the nature of this balance,
identify the relevant years, and initiate necessary action for refund or write-off as per applicable
accounting standards

The management has not provided any explanation or documentary evidence to justify the continued
recognition of this balance, nor clarified whether the surplus was deposited in excess and pertains to
which financial year(s). It also remains unclear whether any action has been initiated to claim a refund
or adjust the amount through the income tax portal. In the absence of such details, we are unable to
comment on the accuracy, recoverability, or potential financial impact of this balance on the financial
statements. The lack of clarity also raises concerns regarding the adequacy of internal controls and the
reliability of account balances.

8. During the course of audit, we observed irregular extension of contract beyond the approved period
in respect of Tender No. 13/UPPCL/PMC/2022 awarded to M/s Marcados Energy Markets Pvt. Ltd.
for procurement of Power Purchase Cost Optimization Services and Energy Portfolio Management
Services through the Office of Load/Demand Forecasting, Uttar Pradesh Power Corporation Limited
(UPPCL).

As per records made available to us, the Letter of Award (LOA) was issued on 21 December 2022
for a contractual period of two years commencing from 19 November 2022 and ending on 18/19
November 2024, with extension permissible only in accordance with the terms and conditions of the
contract. However, the contract was continued beyond the approved: period without adequate
supporting approvals and documentation being made available for our verification.

Events

S1. Date Particulars
No.
1 09.09.2022 Tender No. 13/UPPCL/PMC/2022 floated for procurement of Power Purchase
o Cost Optimization Service and Energy Portfolio Management Services.
2 19.11.2022 Commencement date of contractual services considered under the agreement.
3 21.12.2022 Letter of Award (LOA) issued to M/s Marcados Energy Markets Pvt. Ltd.
21.12.2022 to - . .
4 20.11.2024 Initial contract period of two years as per tender/LOA conditions.
5 [0312.2024 Proposal submitted for extension of contract for further pertod.
6 21.12.2024 to Contract extended for one year with approval ef competent authority/Board as
21.12.2025 per records produced.
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SL .
Date Particulars
No.
7 19.11.2025 to Further extension of three months granted after expiry of extended period, with
18.02.2026 Board approval.
g 19.02.2026 Another extension of three months granted without approval of
onwards Board/Competent Authority on record.

Grant of extension beyond approved contractual period without approval of the Board/Competent
Authority is in violation of principles of financial propriety, transparency, and contractual
governance.

The absence of timely fresh tendering and continuation of the same agency through repeated
extensions may also restrict competitive participation and may not ensure reasonableness of rates and
services.

9. Non- Compliance of CAG comments for FY 2024-25

As stated in the Financial Statements, the Company has borrowed funds on behalf of its
subsidiary DISCOMs and, as at 31 March 2025, had outstanding long-term borrowings of
235,468.85 crore and short-term borrowings of T18,761.66 crore. The related interest cost
incurred on such borrowings is recoverable from the respective DISCOMs.

Ind AS 1 (Paragraph 32) requires that assets and liabilities, and income and expenses, shall
not be offset unless such offsetting is required or permitted by an Indian Accounting
Standard. In our opinion, the interest expenditure incurred on the aforesaid borrowings and
the corresponding recovery thereof from the subsidiary DISCOMs should be presented
separately in the Statement of Profit and Loss as finance cost and corresponding income,
respectively.

However, the Company has netted off such interest expenditure against the corresponding
recoveries and, consequently, no finance cost has been recognised in the Statement of Profit
and Loss in respect of these transactions. Although the Company has disclosed the amount of
interest cost incurred and allocated to the respective DISCOMs in the Notes to Accounts
during the current year, the accounting treatment adopted is not in compliance with the
presentation requirements of Ind AS 1.

Had the Company presented the transactions on a gross basis, the Finance Cost and
corresponding income in the Statement of Profit and Loss would have been higher by the
amount of such interest cost allocated/recovered. The impget on profit for the year is Nil;
however, the presentation of income and expenses in ghe Financial Statements is not in
accordance with the requirements of Ind AS 1.
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A
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¢ -Based on the proposal forwarded by the Company, the Government of Uttar Pradesh
(Department of Energy) had accorded (30 December 2024) 'in-principle approval for the
comprehensive reforms of Company's two subsidiary DISCOMS (Purvanchal Vidyut Vitran
Nigam Limited and Dakinanchal Vidyut Vitran Nigam Limited) through privatization/-
Public Private Partnership.
These facts are material and merit for suitable disclosure under 'Notes on Accounts'.
However, management has not disclosed the same till 31 March 2026 under Notes to
Account.

10. Non- compliance of Accounting Policies:

It has been observed that certain accounting policies disclosed in the financial statementsare not
being followed in practice, resulting in non-compliance with both theCompany's own stated policies
and the applicable Indian Accounting Standards (Ind AS). The key instances of such inconsistencies
are outlined below:

a) INVESTMENTS: As per the stated accounting policy, the Company is required to assess

investments for impairment and measure them at fair value in accordance with Ind AS 109 —
Financial Instruments. However, it was observed that provisions for impairment are not
beingmade at fair value, which is a deviation from both the policy and Ind AS requirements.

b) FINANCIAL ASSETS: As per the accounting policy of the Company, financial assets are
required to be subsequently measured at amortised cost and impairment is to be recognised using
the Expected Credit Loss (ECL) model in accordance with Ind AS 109 — Financial Instruments.
However, financial assets have not been measured at amortised cost and impairment has not been
assessed using the ECL model, which may result in material understatement of impairment losses
in the financial statements.

¢) FINANCIAL LIABILITIES: According to the accounting policy, borrowings are to be
measured at fair value using the effective interest rate (EIR) method. However, in practice,
borrowings are not being accounted for using the EIR method, resulting in a deviation from both
the stated policyandind AS 109.

11. Major Non-Compliances of Law

It is observed that the Company has not appointed a whole time Company Secretary as required
under the provisions of Section 203 of the Companies Act, 2013, read with Rule 8A of the
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014.

12. During the statutory audit of Unit 991A for the financial year ended ch 31, 2026, the audit team
requested the ledger break-ups, third-party confirmations, actuarial valuations, and supporting
reconciliations for various balances appearing in the Trial Bal eflal] e
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Despite multiple requests and reminders,

management failed to provide any supporting

documentation, underlying vouchers, or explanatory break-ups for the following § distinct heads in
the Trial Balance:

S.No. Trial .Ba!ance Head Amount (INR) Al_ldl_t Concern / Nature of
Description Missing Info
. No payment vouchers, bank
1 CPF Gratuity -10,000,000.00 matching records, or trust
Payment
statements.
Amount Payable i No party-wise sub-ledger or
2 Other EB/S 66,816.00 aging schedule provided.
Unreconciled Bank
3 Other Credit BRS -47,483,035.48 Reconciliation Statement
(BRS) items.
Massive
4 Undistributed PTW -1,545,436,207.00 | unallocated/undistributed
balance; no aging or nature.
Unclassified Massive unclassified
5 . -620,00,09,275.37 1 collection; lacks bank
Realisation .
book/customer mapping.

In the absence of adequate supporting records and relevant documents, we are unable to verify the
correctness and recoverability of the aforesaid balance and consequently unable to comment on its
impact on the standalone financial statements.

13. During the course of the statutory audit of Unit 0396 for the financial period under review, the audit
team requested management to provide supporting schedules, sub-ledgers, age-wise analyses, third-
party confirmations, and underlying agreements for several balance sheet heads under Trial Balance.

However, despite repeated follow-ups and official information requests, management failed to
provide the necessary supporting documentations or explanations for balances totalling 2192305.01
(or local currency equivalent).

The detailed breakdown of the heads where documentation was not provided is structured in the table

below:
Trial Balance Head / Audit Evidence /
S.No.
Account Name Amount (INR) Documents Not Provided
Advance to Suppliers ;SeL:lpiller-w(:sF_ ;gmg tsub;
1 O&M (Opening 175,000.00 ger, onginal  comrac
Balance) copies, and performance
tracking sheets.
2 Other Advances / 17.305.01 Detailed ledger break-up and
Balances U nature of the bdlance.
Total Unverified $192305.01 e
Amount Gl R
(g iy «f\ "9'.:»'\‘?-
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In the absence of adequate supporting records and relevant documents, we are unable to verify the
correctness and recoverability of the aforesaid balance and consequently unable to comment on its impact
on the standalone financial statements.

Despite multiple follow-ups and audit info requests, the party-wise breakup and aging analysis for these
balances (totatling INR 192305.01) were not made available for verification.

14, MajorAudit observations in Material Management Zone Audit Report excluding those which
have been appropriately dealt with elsewhere in the report: -

1. During review of raising claim for compensation from power generators from SECI as per
provision of various PSAs from 2019-20 onwards revealed that shortfall of 430.21 MUs has
been worked out up to 2024-25 as against shortfall of 184.6695 MU dealt in audit report for
2024-25 on the basis of observations made in concurrefnt audit report. However, we were
explained that the matter is presently under review of management for taking up the issue with
the SECI and accounting thereof in books of account. Hence, under the circumstances, impact
of said non-determination &raising of compensation claim on the said account up to 31.03.2026
on financial statement is unascertainable at this stage.

2. Review of Debit balances of Rs. 1508.20 Crore (PY Rs. 1541.44 crore) under the head 28.80010
Sundry Receivable revealed that balances include following:

- After reconciliation of account, a sum ofRs. 388.37 crore is receivable from Northem Railway —
UP (NR-UP) against UI/DSM charges (35.34 crore) and Sign Change violation charges (353.12
crore) has been found to be receivable but reconciliation statement is pending for signature by
railway authorities as stay order has been granted by Hon’ble APTEL in petition no 88 of 2023
wherein any change in the DSM charges for the disputed period may also impact the DSM sign
change penalty.

- Rs. 707.68 crore in respect of debit notes issued to ROSA PWR.CO.LTD.SHAHJAHANPUR in
the month of April 2018 towards the recovery as per UPERC's Order but the recovery against the
above debit notes is still stayed as per APTEL's order dated 29.09.2018. Further, net debit balance
of Rs. 62.25 crore transferred during the yvear includes Rs. 324.98 crore towards Debit notes of
earlier years against which recovery is pending.

- Rs. 92.06 crore is recoverable from NPCL (UI) towards DSM charges and are pending for
recovery since long time.

Above Balances includes Debit balances of Rs. 257.832crore (net), which are continuing from
long time and were explained to be under reconciliation.

In absence of non-reconciliation & confirmation of said balances, we are not able to comment on
aspect of recoverability of the same. Hence, impact of pending reconciliation and confirmation of said
balances on the financial statement of Zone is not ascertainable at thds stage. (Unit #330)
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Review of trial balance depicted that balance of Rs. 42,41,84,806.15 under the head 28.869-
Asset Migration Account &Rs. 1,29,48,940 under the head 28.801 wheeling charges and Rs.
80,89,56,292.70 crore under the head 23.112 — extra state consumers appearing as on
01.04.2025 were adjusted directly through balances appearing under the Head 28.75 PBDD-
Other Recoverable Cr and head 2306140000 Bulk Supply ICT respectively in terms of
approval of Board accorded on 12" November, 2025 which however, as per the said approval
was required to be dealt through write on / write off in books of account. Hence, in our view the
write on & write off of balances should have been dealt through respective head of account of
Income and expenditure in books of account for ensuring proper disclosure in financial
statements. (Unit# 330).

Investment : During review of decision taken as per minutes of meeting held on 09.08.2018
between Principal Secretary Energy, GoMP and Principal Secretary Energy, GoUP at Lucknow
in compliance to directions given by the Honble APTEL in appeal no. 59 of 2014 and 1A no.
111 of 2014 and Appeal No. 120 of 2014 on 25.07.2018 it was observed that the company has
entered in to arrangement with MPPMCL for 18.15 MW share in the project of Rajghat HPP at
an equity contribution of Rs 66.74 crore, which works out to 40.32% share in the total cost of
capital of Rs 165.50 crore. However, Status of Reconciliation of the power scheduled for
generation from Rajghat HPP plant since inception and actual scheduled generation to U.P.
required to be worked out as per clause 6 of the said minutes is not available in records for
determination of compensation of the energy receivable by U.P. In absence of requisite details,
we are unable to comment on the impact, if any, on the financial statements of the unit. (Unit#
330).

Credit balance of Rs. 25,23,05,239.82 (PY Rs. 22,55,69,165.08) is appearing under the head
28.6201 subsidy receivable from UPNEDA and debit Balance of Rs. 10,76,38,824.28 (PY Rs.
8,98,92,236.66) appearing under the head 28.6202 — Subsidy from IREDA is subject to
reconciliation and confirmation. Impact of the said reconciliation and confirmation, if any, on
financial statements is not ascertainable at this stage.

Deviation settlement charges of Rs. 364.25 crore (PYRs 663.56 crore) (Net) have been
accounted for as per bills received from UPSLDC for the period up to 22-02-2026 only.
However, no provision has been made towards DSM charges / (incentive) up to 31.03.2026, in
absence of receipt of Bill from UPSLDC and lack of reasonable basis for such estimation andas
such we are unable to comment upon the impact of the same, if any, on financial statements.

Purchase of Power

Accounting Policy of the Company regarding power purchases does not envisage the method for
accounting of power purchases where final approval of the tariff by the Regulatory Commission
has not been granted. Further, Policy does not provide for the following:

a. Method of accounting of power purchased from Power exchanges, Power purchased from

b. The energy accounts are generally delayed for settlement in
of transactions involved in power sector. The Company r

Renewable Sources, Traders (Bilateral) on the basis of contracts entered into with the respective
parties, Power purchased from nuclear power generator at the rates approved by Department of
atomic energy, energy purchased & Banked energy from CO-Ge

X
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delayed settlement which are accounted for in the year of receipt of claims /invoices and as such
the impact of settlement of on-going settlement of tariffs by various authorities/ forums is not
ascertainable at this stage.

8. Debit balance of Rs. 2506.36 Lakh (PY 310.14 Lakh Cr.) appearing under the head 70.154-
Late Payment Surcharge reveals that accounting system adopted by unit is in diversion of
accepted accounting policy on accrual basis where LPS should be accrued after the specified
time period as per PPA in respect of unpaid bills, whereas unit has accounted for only in respect
of bills received on this account by EI&PC unit (Unit # 330).Hence, no proper system is in
place where status of bill wise LPS could be determined for accounting of LPS on accrual basis.
Under the circumstances, we are unable to comment upon the amount of provision of LPSC and
its consequent impact on profitability and liabilities of the unit.

9. Review of trial balance reveals that receivable appearing under the head *28- Sundry receivable’
includes following balances continuing from old time, reconciliation of which was informed to
be under process. Pending reconciliations and confirmation of such old continuing balance, we
are unable to comment over the same and its impact on the financial statements. (Unit #330

EIE&PC)
AG HEAD Balance as on | Balance as on 31.03.2025
CODE 21.03.2026
28.401A Misc. Advances 8599.21 8599.21
28.809 Others 12,69,06,157.00 CR 4,30,67,227.46 CR

10. Debit Balance of Rs. 442.08 crore (PY Rs. 442.08 crore) is appearing under the head —
2301200530- Receivable from Noida power Corporation Limited (NPCL) which includes a
some of Rs. 5.69 crore classified as a advance to Noida power Corporation Limited (NPCL)
against which 100% Provision has been made under the head 2306140000- Bulk Supply ICT in
books of Unit#330 EIE&PC. As per the agreement dated 18 November 1993 entered into
between Uttar Pradesh State Electricity Board (now Uttar Pradesh Power Corporation Limited)
and Noida Power Company Limited, certain assets were transferred for a consideration of
Z10.10 crore, treated as a loan repayable in four annual instalments together with interest @14%
per annum on reducing balance basis. Further, Rs. 5.69 crore Dr. (PY Rs. 5.69 crore) is
appearing under the head 27.30 —Loans and Advances to NPCL. The amount of Rs. 5.69 crore
which remain unrecoverable from NPCL as on 31% March 2026 but the management has
discontinued charging of interest thereon. The Electricity Import Export & Payment Circle Unit
of the Zone has accrued interest of Rs. 0.00 (PY Rs. 34,10,70,401.00) during the Financial Year
2025-26 against advance provided to Noida Power Company Limited. Total accrued interest as
on 31.03.2026 under the head 28.250 stands at Rs. 2,56,80,59,246.00 (PY Ras.
2,56,80,59,246.00) after netting of opening credit & Debit balance. In this regard we were
explained that no recovery has been made from NPCL since very long time and 100% provision
against the same is created at HO level. In the absence of prope details, confirmation of
balances, non-availability of complete information, follow up actidn for recovery of the said
balances, status of Pending disputes, if any, on this accoullg, .a(e unable to quantify the

recoverable amount and its consequential impact on ﬁnanm;tf dayitheh XUmt#330 EIE&PC).
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11. Review of power purchases from M/s IEX revealed that during the year unit has purchased
1619.56 MUs at average purchase price of Rs. 6.52 per unit and sold 6060.29 MUs at average
sale price of Rs. 3.77 per unit and test checks revealed that on few occasion sales and purchases
were made on same days which inter alia implies that average sale price of power is abnormally
lower than the average purchase price and as such requisite efforts needs to be made for
scheduling for power to avoid such unnecessary increase in power cost.

12. Liabilities for purchase of power: Review of liabilities of Rs. 20,201.11 crore (PY
Rs.18,953.09 crore) appearing under the head Liabilities for purchase of power reveals that:

i}  During review of bills in respect of banked energy, it was observed that banked energy lapsed
for withdrawal and available for drawl is not being bifurcated as per CRE guidelines. In some
cases it was observed that withdrawal of energy was made by generators in spite of
unavailable banked energy, which is not in accordance with CRE guidelines. Non-bifurcation
of energy in lapsed and available for drawl may result in lack of control over supply of energy
in excess of Banked energy available for drawl resulting in loss of revenue. Further, test
checks of the provisions made towards balance of banked energy was found to be varying with
the details of energy banked & drawn available in records kept by unit. Hence, the aspect of
determination of lapsed & available energy needs reconciliation in respect of all such co-
generators for ensuring proper control over the banked energy and creating provision in books
of account. Hence, Impact of such reconciliation and bifurcation, if any, on provisions of Rs.
8,98,63,368.00 created during the year (PY Rs. 13,58,94,288.79) and accumulated provision
of Rs. 89,96,81,681.29 (PY 80,98,18,313.29) as on 31.03.2026 on financial statements is
unascertainable at this stage.

i)  Provision of Rs. 9648.44 crore (PY Rs.7845.93 crore) under the head 41.20- Provisional
Liability as appearing as on 31.03.2026 towards liability against unverified/ unbilled power
purchase etc. comprises of following

a. As per reconciliation with M/s Alaknanda Hydra Power Co Ltd (400000013) up to march
2024, a sum of Rs. 23,97,678.00 identified as Rebate less considered by UPPCL i.e., rebate
availed but not accounted for in books and as such Income under the head prior period
income is under stated and Liability under the head 41.10 is overstated by Rs. 23,91,678.00.

b. Provision of Rs. 1152.09 crore towards unverified / unbilled claims of M/s KSK Mahanadi
Power Co. includes unverified power purchase & LPS bill aggregatmg to Rs. 326.44 crore
pertaining to the period more than 3 years.

Further, a sum of Rs. 788.33 crore i.e., Rs. 617.41 crore claimed during FY 2023-24 &Rs.
170.92 crore Claimed in FY 2024-25 by KSK Mahanadi Power Co. towards change in Law
was returned to generators owing to non-submission complete details/ documents for
verification of the claim and the matter is still under process of verification. Under the
circumstances, the veracity of the provisions made in respect of the said returned bills is
unascertainable at this stage.

c. Provision of Rs.79.03 crore towards unverified/ unbilled amount PP Bills and LPSC of M/s
APCPL (400000004) is appearing under the head 41.20 Prov' onal Liability of which Rs.
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13.

14.

2.77 crore are appearing as LPSC of previous vears not accounted for by UPPCL and as such
Balance provision of Rs. 71.47 crore prima facie appears to be excess provision made in
earlier years on which needs to be reviewed. Under the circumstances we are of the view that
liability created in our books of account requires to be written back in books of account for
reflecting its impact on financial statements. Hence, liability under the head 41.20 — is
overstated and Income is under stated to the said extent.

Provision (41.20) of Rs. 231.21 crore created for LancoAnpara (400000003) includes Rs. 3.31
crore of Suppl. Bill of 07/2024 not verified till 31.03.2026 for want of requisite documents.
Reconciliation up to 31.10.2025 made do not contain above item.

Liability of Rs. 105.43 crore of M/s UP JalVidyut Nigam Limited is for More than 1 year and
reconciliation with party was informed to be under process. Impact of the said pending
reconciliation & confirmation of aforesaid Debit & Credit Balances on financial statement is
not ascertainable at this stage.

Review of balance of Rs. 10462,69,77,751.22 (PY Rs. 11026,18,12,714.98) under the head
41.10 - Liability for power purchase as on 31.03.2026 revealed that during the year inter
transfer of balances from one vendor to other i.c., Balances of Rs. 364,92,66,688 (Net Debit)
appearing separately in 11 vendors account i.e., Debit of Rs. 365,02,14,896.00 in 6 vendors and
Credit of Rs. 9,48,208.00 in 5 vendors pertaining to various constituents of Power trading
corporation have been transferred during the year to vendor code 4000000190 — Power trading
corporation of India which resulted in emergence of balance of Rs. 100,71,26,180.28 as on
31.03.2026 as against balance of Rs 460,90,05,695.28 As on 31.03.2025. However,
reconciliation of account with PTC was explained to be under process and as such the impact
such of reconciliation & confirmation on financial statement are not ascertainable at this stage.

Regarding the aspect of reconciliation of balances of trade payable, we were explained that
work order for reconciliation for the period up to 2024-25 was awarded to the M/S Mercados
Marketing Energy Private Limited. In this context we were informed that reconciliation in
respect all vendors have been completed for the period up to 31.03.2025 and effect thereof has
been made in books of account except in case of 6 vendors i.e., UP JalVidyut Nigam, PTC,
SASAN (UMPP), UPNEDA, THDC and PXIL having aggregate credit balance of Rs. 1186.43
crore where the final reconciliation is yet to be made. Further, letters seeking confirmation of
vendor’s balances as on 31.12.2025 has been sent by unit to 185 vendors out of which
confirmation from 30 vendors are received and differences were observed in 22 cases which are
subject to reconciliation. (Unit #330)

Under the circumstances, the reconciliation & confirmation of balances of vendors is under process
and as such impact of said pending reconciliation & confirmation of balance in respect of various
generators, if any, on financial statement of the unit is unascertainable at this stage.

15.

Quantitative reconciliation of Energy:

a) Differences in quantity were observed in Quantitative details of electricity purchased appearing in
SAP as compared to Actual quantity of scheduled electricity during the year i.c., scheduled energy

is 1,51,166.12 MU as against 1,59,329.67 MU appearing in S
accounted energy could not be explained and are subject to recongs

. Reasons for difference in
1ation.

-,
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b) System of reconciliation of scheduled power as compiled by Zone with UPSLDC and other
scheduling authorities was explained to be not in practice which needs to be established for cross
verification of the scheduled energy compiled by Zone.

In view of above i.e., difference in quantity reported by unit as compared with details appearing in
SAP, absence of systematic reconciliation mechanism, non-verification of quantities by other
department /external agency, the completeness and accuracy of scheduled energy reported by the unit
and Loss% could not be cross-verified and as such impact if any thereof, is unascertainable at this
stage.

16. Maintenance of Books of Aceount:

Zone has maintained books of account on SAP-ERP system. However, documentary evidence regarding
various implemented control including maintenance & preservation of audit trail, user’s roles &
responsibility, system audit etc. were not made available to us. In this context we were explained that
aspect of identification and assessment of various Risks including financial reporting Risk, maintenance
& preservation of audit trail (edit log) facility were being dealt at Head office.

Some of the observations noted during our test check are mentioned below:
- There are open items in various ledger particularly vendor ledger since long time,

- Various un-cleared credit entries are appearing in vendor ledgers made through funds section vide KZ
documents which remained unexplained by the unit # 330 and as such requires to be streamlined.

- Invoice verification date is appearing as Document date instead of Invoice date.

- There are cases where payments booked in SAP through general entry in voucher type AB instead of
booking through Payment vouchers (KZ) documents.

In view of the above, we are unable to comment upon the effectiveness, integrity of the control system,
Risks including financial reporting Risk, maintenance & preservation of audit trail (edit log) facility.

17. Internal / Concurrent audit system:

System of concurrent audit of Bills for power purchase from generators and reconciliation of vendors
account etc. from external agencies in practice in previous financial years has been discontinued
during current financial year resulting into non audit of power purchase bills on concurrent basis and
shortcoming / deficiencies on said accounts being reported by concurrent auditors. However, Internal
audit on annual basis as was being conducted in earlier years was got conducted. Considering the size
and nature of activities of unit, system of audit on annual basis wherein payments has been checked
on sample basis and coverage of core activities of unit relating to purchase of power of Rs.
84,571.09crore is not considered to be adequate in absence of audit on concurrent basis and not in
commensurate with size and nature of activities of unit. Further, compliance of concurrent audit
observation for FY 2023-24 relating to recovery of Rs. 136.94 crore is continuing. In our view the
system of concurrent audit /Internal audit framework should cover major value of transactions such as
power purchases, vendor settlement, reconciliation, contract mapggermpen} etc. to be streamlined &
strengthened for ensuring effective monitoring and control over ghgs ¢oR

Y
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18. Property Plant and Equipment: -

i} The Title Deed of immovable property (Land) of Rs. 47,24,689.99 as detalled below was not
provided to us.

ZONE WISE LAND DETAILS (Amount in Rs.)
Zone Cost of Land as Title Deed Title Deed Not
Code per Trial Balance Available Available
970 4,96,250.00 - 4,96,250.00
640 4,65,48,401.99 4,23,19,962.00 42,28,439.99
Total 4,70,44,651.99 4,23,19,962.00 47,24,689.99

i) As per accounting Policy of the company, Employee cost to capital works are capitalized @ 15%
on deposit works, 13.50% on distribution works and 9.50% of others. Such practice of
capitalization on estimated basis without determination of actual directly attributable cost is not in
accordance with IND AS 16.

i1} Review of trial balance reveals that Buildings under the head AG Code 10.208 “Building CONTA
DIST INST” amounting to Rs. 48,34,196.68 and under AG Code 10.211 Office building
amounting to Rs. 11,65,227.05 are appearing in books of account but information regarding the
cost of Land of corresponding assets could not be provided to us. #Units 645 — Elec Civil
ConstDiv- 1.

iv) Trial balance is showing Buildings under the head AG Code 10.211 “Office Building” amounting
to Rs. 4,20,87,422.10 but information regarding the Land of corresponding assets could not be
provided to us. #Units641 — Civil. .

v) The zone is not evaluating the Property Plants and Equipment (PPE) for impairment as required
under INDAS 36, as explained to us revaluation of PPE is not permitted by the Electricity
(Supply) (Annual Accounts) Rules, 1985, the exception may be because the PPE cost is built in
the Fixed Cost of the taniff but as explained to us the cost of PPE of the Company is not approved
under the tariff approved by the regulator neither Depreciation is allocated to the Distribution
companies. The company has not sought any clarification from relevant regulatory authorities
regarding the same.

19. Payment of Lease

i) Unit #972 (UP Vigilance Celi) and unit # 327 (Electricity Store Procurement Circle) are being
maintained at rental premises. As explained to us the rent of Unit #972 is being deposited to Court
as the ownership of the premises is sub-judice. Further, latest lease agreement and the rent receipt
were not being provided to us for premises with Unit #327. Further, Compliances of Ind AS 116 is
not done at zone level.

ii} The unit#330 ts accruing rent every year @ Rs 1 per month. The total amount accumulated in
ledger 28.872 is Rs 120.00. However, no details were provided to us with regard to the title deed
of the immoveable property leased to KESCO limited was provided to us nor it was explained in
which unit, the said asset is capitalized. (#Units330 — EIE&PC.)

20. Details of Liabilities of Rs. 44.34 crore (PY Rs. 44.34 Cror___ .
below in respect GPF/CPF contribution of employees payal:ﬂc

nder various heads as given
g f.js*_\%)wer Sector Employee
W

«-;
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Trust is under reconciliation. Impact of such reconciliation, if any, on financial statement is not
ascertainable at this stage.
Head UNIT 300 UNIT 330 UNIT 970 Unit 640 Total
44,11000 | Provision 5,86,13,199.09 -86,50,412.00 ; -3,91,09,246.11 | -4,00,26,884.00
for Gratuity -2,91,73,343.02
44.12000 | Provision 41,63,37,553.83 | -5,33,96,841.00 - - -
for Pension 27,84,31,930.91 | 28,06,31,520.00 | 19,61,22,738.08
44.61000 | Liability 56,12,33,866.00 | -5,04,83,326.00 - -
towards 37,14,39,634.03 | 35,13,16,139.63 -
GPF 21,20,05,233.66
44,62000 1 C.P.F. (Emp 8,87,55,590.00 -52,04,099.00 | -4,30,06,252.00 | -3,32,82,093.00
Share) 72,63,146.,00
44.62100 | C.P.F. 4,01,29,747.00 -36,43,798.00 | -2,85,82,916.90 | -2,12,73,547.00
Employer
Cont. -1,33,70,514.90
Total -
44,34,08,683.66

21. Pending legal cases at different forums: In respect of pending legal cases at different forums,
we were explained that the status of court cases received from PPA unit, Planning unit Power
Management Cell and SPAT unit has been considered by the Zone and the same has been
disclosed as contingent liability. Hence, we are unable to comment on the completeness of the
details of contingent liabilities provided by the Zone. Contingent liability except aforesaid
details pertaining to other unit/ zone may be looked into at HO level.

22. Staff and Other Liabilities: A sum of Rs. 60.44 crore (Credit) appearing under various head as
detailed below are continuing from long time and no clarification could be provided on this
account and as such, we are unable to comment upon the same: -

AG Code Unit 300 Unit 330 Unit 640 Unit 970
44.406 | Life Insurance Premium - - 2.560.90
4441 | Other Miscellaneous -43,005.50 - 7.57.353.84 8,27,252.50
44.502 | Officers -101.00 - 1.40,000.00 5,04,054.00
44,503 | SE & MEs - - 2.000.00 -74,310.00
44.504 | Ministerial Staff - - 214.00 5,77,503.00
44.505 | Operating Staff - - 36,000.60 -31,000.00
44.506 | G.P.F. Pmt to Accnt 32.000.00
44,507 \Y 299, - | .
4.5 Class IV Advance 299.21 27,133.00 7,33,648.47
Security Deposit In Cash - 5
46.101 (CAP) 40.11,861.00 - //Yn?;w‘. BN -
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46.102 Security deposits other i i i -9,90,030.00
than cash

Earnest Money deposit
46.103 (cap) - - 45.90,361.90 -7,025.00

Security deposits in cash
46121 | M) - - 1,15,76,897.44 0

Provision for Fringe -
Benefit -92,828.82 - 18,52.878.00
Recv of MiscAdv PVVNL

46.985 MRT . ) 70,408.00 )

46.81 -7,85,121.00

46.989 | UPP.T.CL. - 51,78.46.877.03 | 15,78,183.00 | 7.87.46.820.00

46.541 | IUT Cash 31,405.75

46.542 | Outside Zone - - 25,15,229.00

Total

41,48,095.53 | 51,78,46,877.03 93,92,976.45 | 7,79,91,848.03
Grand Total -59,05,93,844.14

For Jitendrg Agarwal & Associates

UDIN: 26072529L.NNDMA6760
Place: Lucknow

Date: 30/05/2026
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Annexure II

As referred to in and forming part of, our Audit Report of even date to the members of U.P. Power
Corporation Limited on the Standalone Financial Statements of the Company for the year ended
31%March, 2026.

1. (a) 1. The Company has not maintained proper records showing full particulars
including quantitative details and situation of Property, Plant and ~ Equipment.

ii. The company has maintained proper records of Intangible Assets (Software) for Rs.5.88
Crore.

(b) The company has not carried out physical verification of the Fixed Assets hence we are
unable to Comment whether any material discrepancy was noticed as such or not. However,
Branch Auditor in respect of audit of Zone reported that Fixed assets have been Physically
verified by the management during the year wherein no material discrepancies were
observed.

(c) As reported by Branch Auditors, title deed of Immovable Property (land) for Z 47,24,689.99
was not available on record as given in below table. Further as reported by branch Auditors,
no details were provided to them with regard to the title deed of the immoveable property
leased to KESCO Limited nor it was explained in which unit, the said asset is capitalized.

Details of which are furnished below:

ZONE WISE LAND DETAILS (Amount in Rs.)

Zone Cost of Land as Tittle Deed Tittle Deed Not
Code | per Trial Balance Available Available
970 4,96,250.00 - 4,96,250.00
640 4,65,48,401.99 4,23,19,962.00 42,28,439.99

Total
land 4,70,44,651.99 4,23,19,962.00 47,24,689.99

(d) As per information provided to us, the company has not revalued its Property, Plant and
Equipment (including Right of Use assets) or intangible assets or both during the year.

(e) As per the information provided, no proceeding have been initiated or are pending against the
Company for holding any Benami property under Benami Transactions (Prohibition) Act,
1988 (45 of 1988) and rules made thereunder.

2.(a) There is a inventory of Rs. 14870.00 in the Standalone Financial statements as on 31.03.2026
which belongs to previous financial years. No details were made available to us and no physical
verification of inventory has been conducted at reasonable intervals by the management during
the financial year.

(b) As per terms of sanction of credit limits for working ca ifal, i‘ﬁ
Company has to submit age-wise and party-wise recelygb}é

ed by various Banks,
on quarterly basis to

2
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the Bankers. Company has not furnished party-wise & age wise book debts statement to
Banks as per terms of sanction. Quarterly book debts figure as per quarterly accounts have
been submitted to Bank after submission of quarterly financial results. However, 31¥ March
2026 book statement still has not been submitted to Banks till date.

3. Company has made investment during the year 2025-26 and the amount given as well as
outstanding as on 31.03.2026 are furnished below:

(a) i. Subsidiaries

Name of Subsidiaries Investment made | Amount outstanding
during the year as on date (before
(in crore) provision for
impairment) (in

crore)
Purvanchal VVNL 2870.38 34716.32
Madhyanchal VVNL 3718.86 31397.67
Dakshinanchal VVNL 1842.00 31409.71
Paschimanchal VVNL 2415.05 25870.68
KESCO 570.05 3423.56
UPREVIL 14.90 15.00
Total 11431.24 126832.94

ii. Other than subsidiaries

Name of Company | Investment during the | Amount outstanding
vear (including Share | as on date (before
application money | provision for
pending allotment) impairment)

(in crore) (in crore)

UP Power NIL 2394.06

Transmission  Co.

Ltd.

7.75% PFC Bonds NIL 123.00

Total NIL 2517.06

{b) During the year Company has debited loan to its subsidiaries against transfer of its bond/Loan
liabilities details of which are furnished as under:
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>

Amount transferred to | Balance
Name of Subsidiaries loan account during | cutstanding as on

the year 31.03.2026

(in crore) (in crore)

Bond Loan

Madhyanchal VVNL NIL 4,521.93 11,622.63
Paschimanchal VVNL NIL NIL 3,296.33
Dakshinanchal VVNL NIL 5,021.86 12,954.13
Purvanchal VVNL NIL 5,982.29 18,295.89
KESCO NIL 837.07 1,922.88
Total NIL 16,363.15 48,091.86

{c) No terms and conditions for repayment of loan debited to Subsidiaries have been specified nor
have any agreements for above loans been executed between U P Power Corporation Ltd. and
respective subsidiaries. It is learnt that interest on Bonds Issued /Loan raised from UP Govt. has
been accounted for in the books of Subsidiaries. In view of above, Para No.3 (b), (c), (d), (¢) and
(f) are not applicable. .

4.  As per Section 186 of the Companies Act 2013, threshold limit for grant of Loan is not applicable
in respect of Loan transferred to Subsidiaries as mentioned in previous para 3 (b). However,
company has not obtained approval of Board of Directors for Loan transferred to its Subsidiaries
during the year as envisaged under Section 186 of Companies Act 2013 nor Register for
Investment/Loan granted as per requirement of Companies Act have been produced before us.
However, company has not granted any Loan, Security and Guarantee in favour of any Director or
any other person in whom Directors are interested; hence compliance of Section 185 of Companies
Act, 2013 is not applicable.

5. Company has not accepted any deposit/deemed deposit during the year, hence compliance of
Section 73 and 76 of Companies Act, 2013 and relevant rules made there under are not applicable.

6. As per the information and explanations provided to us, the Company is covered under the
provisions of Rule 3 of the Companies (Cost Records and Audit) Rules, 2014. The Company has
maintained proper cost accounting records as required under the said Rules. The cost audit report
for the financial year 2024-25 has been provided to us. For the financial year 2025-26, the due date
for submission of the cost audit report is 30th September 2025.

7. (a) According to information and explanations given to us and on the basis of our examination of the
books of account, and records, the Company has been generally regular in depositing undisputed
statutory dues including Provident Fund, Employees State Insurance, Income-Tax, Goods and
Service Tax, Duty of Customs, Duty of Excise, and, Cess and any other material statutory dues with
the approprlate authorities. Accordmg to the 1nf0rmat10n and X lanatlons given to us, no

t March 31, 2026 for a

yable except for the

period of more than six months from the date on when
following as reported by branch Auditors:

Offices: DR

New Delhi: 9910438512 | Dehradun: Gopalganj: Bhopal: Hyderabad Jaipur:
9415408616 9425018323 9074421024 8499800661 9893266600 9887881288

Raipur: 8149448136 Mumbai: Patna Noida: Ranchi Lucknow: Guwahati:
9699218266 7049920823 8010116276 1854093464 9170999544 9839045419




JITENDRA AGARWAL & ASSOCIATES

CHARTERED ACCOUNTANTS
2 /10 Vijay Khand, Gomnti Nagar, Lucknow - 226010

2

INDIA Ph. : HO: Lucknow : 0522 4205950, 9415003111
Htendrafca@gmail.com
https://jitendraca.com
S.No | Head of Account Amount (in INR)

1 Provision for Fringe Tax -27,64,115.23

2 Liab. Towards GPF -21,20,05,233.66

3 Gratuity -2,91,73,343.02

4 Pension -19,61,22,738.08

5 C.P.F (Emp Share) -1,33,70,514.90

(b)As per information and explanation given to us, there is no amount disputed as on 31.03.2026
against the statutory liabilities mentioned in Para No.7a above.

8. According to explanation and information given to us, Company has not surrendered or disclosed any
transaction as income during the year in the tax assessment under Income Tax Act, 1961.

9.(a) Company has not defaulted in repayment of loans or other borrowings or in the payment of
interest thereon to any lender.

(b) As per information and explanation given to us, Company is not declared as wilful defaulter by
any Bank or Financial Institution or other lender.

(c) As per information and explanation given to us, bond and unsecured loans have been utilized for
the purpose for which it is granted.

(d) As per information and explanation given to us and on application of appropriate test checks, we
observed that funds raised on short term basis have not been utilised for long term purposes. '

(e) As per information and explanation given to us, Company has not raised funds in form of Bond
during the year on behalf of its Subsidiaries (DISCOMS) but raised Loans from HUDCO, Canara
Bank & Indian Overseas Bank as mentioned in Para No. 26 of Note 30 Notes to Accounts.

(f) As per information and explanation given to us, Company has not raised loans during the year on
the pledge of securities held in its subsidiaries.

10. (a) As per information and explanation given to us, Company has not raised any fund through initial
public offer or further public offer (including debt instruments) during the year.

{b) As per information and explanation given to us, Company has not made any preferential allotment
or private placement of shares or convertible debentures (fully, partially, or optionally convertible)
during the year.

11. (a) To the best of our knowledge and according to the information and explanations given to us by the
Management, no fraud by the Company or no material fraud on the company by its officers or
employees have been noticed or reported for the year ended 31% Marc 2026.

ct has been filed by the
it and Auditors) Rules,

(b) No report under Sub-Section (12} of section 143 of the Cpmpl Aes.
Auditors in Form ADT-4 as prescribed under rule 13 of 9&1 P
2014 with the Central Government; r
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(¢) The Company has established a Whistle Blower Mechanism in accordance with the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015 (SEBI LODR Regulations).

12. (a) The Company is not a Nidhi Company hence clause 3 (xii) (a) of the order is not applicable.
(b) The Company is not a Nidhi Company hence clause 3 (xii) (b) of the order is not applicable.
{¢) The Company is not a Nidhi Company hence clause 3 (xii) (c) of the order is not applicable.

13.  In our opinion and according to information and explanation given to us, Company has placed
related party transactions entered into during the year for determination of its Arm’s length status
by Audit Committee as required under Section 177 of Companies Act, 2013.

14.(a) In our opinion, the internal audit system of the Company and its units was not commensurate with
the size and nature of its business. The internal audit was not conducted effectively,
independently, and comprehensively, and certain deficiencies were observed in the scope,
coverage, documentation, and reporting of internal audit activities.

Further, Branch Auditor reported that System of concurrent audit of Bills for power purchase from
gencrators aggregating to Rs. 84,571.09crores during the year and reconciliation of vendors
account etc. from external agencies in practice in previous financial years has been discontinued
during current financial year resulting into non audit of power purchase bills on concurrent basis
and shortcoming / deficiencies on said accounts being reported by concurrent auditors. However,
Internal audit on annual basis as was being conducted in earlier years was got conducted.
Considering the size and nature of activities of unit, system of audit on annual basis wherein
payments has been checked for 4 months on sample basis and coverage of core activities of umt
relating to purchase of power is not considered to be adequate in absence of audit on concurrent
basis and not in commensurate with size and nature of activities of unit. Further, compliance of
concurrent audit observation for FY 2023-24 relating to recovery of Rs. 136.94 crore is
continuing. In our view the system of concurrent audit /Internal audit framework should cover
major value of transactions such as power purchases, vendor settlement, reconciliation, contract
management etc. to be streamlined & strengthened for ensuring effective monitoring and control
over the transaction of the unit.

(b) Yes, we have considered reports of the Internal Auditors for the period under audit.

15.  According to the information and explanations given to us, the Company has not entered into any
non-cash transactions with Directors or persons connected with them as referred to under Section
192 of the Companies Act, 2013.

16. (a) According to the information and explanations given to us, the Company is not required to be
registered under section 45-]A of the Reserve Bank of India Act, 1934. Accordingly, provision of
clause 3(xvi) (a) of the Order is not applicable to the Company.
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(COR) from Reserve Bank of India as per Reserve bank of India Act, 1934 is required.
Accordingly, provision of clause 3(xvi} {(b) of the Order is not applicable to the Company.

(¢) According to the information and explanations given to us, the Company is not a Core Investment
Company (CIC) as defined in regulation made by the Reserve Bank of India. Accordingly,
provision of clause 3(xvi) (c) of the Order is not applicable to the Company.

(d) There is no CIC as part of Group. Accordingly, provision of clause 3(xvi) (d) of the Order is not
applicable to the Company.

17.  There is no cash loss during the year under review. (Previous year Cash Loss is NIL).
18.  There has not been any resignation of the statutory auditors during the year.

19.  According to the information and explanations given to us and on the basis of the financial ratios,
ageing and expected dates of realisation of financial assets and payment of financial liabilities,
other information accompanying the financial statements, our knowledge of the Board of
Directors and management plans and based on our examination of the evidence supporting the
assumptions, nothing has come to our attention, which causes us to believe that any material
uncertainty exists as on the date of the audit report that Company is not capable of meeting its
liabilities existing at the date of Balance Sheet as and when they fall due within a period of one
year from the Balance Sheet date. We, however, state that this is not an assurance as to the future
viability of the Company. No projected cash flow statement for ensuing financial year 2025-26
has been provided to us. We further state that our reporting is based on the facts up to the date of
the Audit Report and we neither give any guarantee nor any assurance that all liabilities falling

.due within a period of one year from the Balance Sheet date, will get discharged by the Company
as and when they fall due.

20.  No CSR activity has been undertaken by the Company; and no expenditure has been incurred on
same during the year 2025-26. Management has explained the reasons in Para-17 of Notes on
Accounts.

21.  Para 3 (xxi) of Companies (Auditor’s Report) Order (CARO) is not applicable to Standalone
Financial Statements.

al ssociates
nt LS {:w ™

For Jitendra Aga
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Annexure III (a)

As referred to in, and forming part of, our Audit Report of even date to the members of U.P. Power
Corporation Limited on the Standalone Financial Statements of the Company for the year ended

313*March, 2026.
Directions of Comptroller and Auditor General of India under Section 143 (5) of the Companies
Act, 2013,
S. | Directions Reply j
No
1 Assess the fair valuation of all the |It has been explained to the Company is
investments, both quoted and unquoted, | remitting the amount of Provident Fund (CPF &
made directly by the Company or through | GPF) collected from employees as well as
Trusts, for Post retirement benefits of the | employer Contribution to UPPCL CPF Trust and
employees.  This  includes  verifying | UPPCL GPF Trust. Further The Company is also
valuation methodologies, ensuring | remitting the defined percentage of salary for
consistency with Ind AS and reviewing | GPF Employees for Pension Contribution
supporting documentation. The auditor shall | (16.70%) and Gratuity Contribution (2.38%) to
provide a brief note on the valuation | UPPCL GPF Trust. The amount so remitted
approach, its reasonability and compliance | against the Pension contribution and Gratuity
with applicable regulations, reporting any | Contribution for GPF Employees is being
material deviations or misstatements. remitted by the Trust to Government of UP. The
payment of Pension and Gratuity to GPF
employees are being discharged by Government
of UP. The amount remitted for CPF Employees
to trust has been invested by Board of Trusties as
per the policy. The details of the investment and
fair value of the same are not available with the
company.
The Company has created the liability of Leave
Encashment for GPF & CPF Employces
whereas Gratuity for CPF Employees based on
the report of Actuarial Valuation. The same has
been disclosed in compliance of IND AS 19. No
Investments have been made by the company
against the liability of Leave Encashment and
Gratuity.
Offices:
New Delhi: 9910438512 | Dehradun: Gopalganj; Bhopal: Hyderabad: Pune: Jaipur:
9415408616 9425018323 9074421024 8499800661 9893266600 9887881288
Raipur: 8149448136 Mumbai: Patna Noida: Ranchi Lucknow: Guwahati:
9699218866 7049920823 8010116276 7554093464 9170999544 9839045419




@, |

JITENDRA AGARWAL & ASSOCIATES

CHARTERED ACCOUNTANTS

2/10 Vijay Khand, Gomti Nagar, Lucknow - 226010

INDIA Ph. : HO: Lucknow : 0522 4205950, 9415003111
jitendrafca@gmail.com
https://jitendraca.com

2. | Whether the Company has system in place | The company has implemented ERP system and

to process all the accounting transactions | the all the accounting transactions is processed
through IT system? If yes, whether review | through ERP system.
of this system and controls that are
significant to the Companies financial
reporting process as well as cyber security
has been done and material discrepancies
found, if any, have been suitable reported?
The implications of processing of
accounting transactions outside IT system
on the integrity of the accounts along with
the financial implications, if any, may be
stated.

3. | Whether funds (grants/subsidy etc.) | The Company has received funds from the State

received/ receivable for specific schemes | Government under a specific scheme, in
from Central/ State Government or its | accordance with the budget provisions of the
agencies were properly accounted for as per | relevant financial year. These funds have been
the applicable accounting standards or | released by the Company to its subsidiaries for
norms and whether the received funds were | their respective utilization and accounting.
utilized as per its terms and conditions?
Whether accounting of interest earned on
grants received has been done as per terms
and conditions of the Grant. List the cases of
deviation.

4. | Whether the Company has identified key | Yes, The company has risk management policy.
Risk areas? If yes, whether the Company has
formulated any Risk Management Policy to | The Company’s risk management practices and
mitigate these risks? If yes, (a) whether the | control  mechanisms are reviewed and
Risk Management Policy has been | strengthened from time to time, considering
formulated  considering  global  best | applicable regulatory requirements, industry
practices? (b) whether the Company has | standards and such global best practices as may
identified its data assets and whether it has | be relevant and appropriate considering the
been valued appropriately? nature and scale of its operations.

5. | Whether the Company is complying with the | It is submitted that the Company is not in
Securities and Exchange Board of India | compliance with the following provisions of the
(SEBI) (Listing Obligation and Disclosure | SEBI {Listing Obligations and Disclosure
Requirements) Regulations, 2015, and other | Requirements) Regulations, 2015 and the
applicable rules and regulations of SEBI, | Companies Act, 2013:

Department of Investment and Public Asset

Management, Ministry of Corporate Affairs, |¢ Regulation 6(1) of SEBI (LODR)
Department of Public Enterprises, Reserve Regulations, 2015 relating to appointment of
Bank of India, Telecom Regulatory a qualified Company Secretary and
Authority of India, CERT-IN, Ministry of Compliance Officer.

Electronics and Information Technology and 2T

National Payments Corporation of India |e Regulatt{'ﬁf‘--”' 43 of SEBI (LODR)
wherever applicable? If not, the cases of Regula s 301 ding to the optimum
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deviation may be highlighted. combination of Executive and Non-Executive
Directors, including Independent Directors,
on the Board of Directors.

¢ Regulation 18(1) of SEBI (LODR)
Regulations, 2015 relating to proper
constitution of the Audit Committee.

¢ Regulation 19(1) of SEBI (LODR)
Regulations, 2015 relating to constitution of
the Nomination and Remuneration
Committee.

» Regulation 20 of SEBI (LODR) Regulations,
2015 relating to constitution of the
Stakeholders Relationship Committee.

e Section 203 of the Companies Act, 2013
relating to appointment of Key Managerial
Personnel, including mandatory appointment
of a whole-time Company Secretary.

For Jitendra/Agarwal & Associates
Chartered Accou £ %

M No.: 072529
UDIN: 26072529LNNDMAG760
Place: Lucknow

Date: 30/05/2026
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Annexure III (b)

As referred to in, and forming part of, our Audit Report of even date to the members of U.P. Power
Corporation Limited on the Standalone Financial Statements of the Company for the year ended

31%*March, 2026.
Sub-Directions of Comptroller and Auditor General of India under Section 143 (5) of the
Companies Act, 2013,

S1No | Sub — Directions Remarks

1. Adequacy of steps to prevent | As informed by the Management, there is no
encroachment of idle land owned by | encroachment of idle land owned by Company,
Company may be examined. In case | subject to comment in Paragraph 1(c) of
land of the company is encroached, | Aunexure lof our report.
under litigation, not put to use or '
declared surplus, details may be
provided. Report on the efficacy of the
system of billing and collection of
revenue in the company.

2. Whether the Company recovers and | As explained by the management to us the U.P.
accounts, the  State  Electricity | State’s Generators- U.P. RajyaVidyutUtpadan
Regulatory Commission (SERC) | Nigam Ltd. and U.P JalVidyut Nigam Ltd. raise
approved Fuel and Power Purchase | the bills on the U.P. Power Corporation Ltd.
Adjustment Cost (FPPCA)? towards Fuel and Power Purchase Adjustment

Cost (FPPCA) in accordance with the
procedures laid down in the related order issued
by the U.P. Electricity Regulatory Commission
from time to time. The UPPCL accounts
FPPCA and includes in its purchase cost. The
UPPCL raises the bills on the subsidiary
DISCOMS on the basis of Arm Length
Principal and as such the purchase cost and the
sale price is the same. The DISCOMS include
the purchase cost (which is transferred to the
DISCOMS through sale bills) in its Aggregated
Revenue Requirement and submit the same
before U.P Electricity Regulatory Commission
for approval of tariff for sale of power to
electricity consumers. As such, the DISCOMS
ultimately recover FPPCA from electricity
consumers and account in its books of
accounts. ==~

3. Whether  the  reconciliation  of | Balance !‘f' SecTy edand payables amongst
receivables and payables between the | distributjbs/; yés: are reconciled and
generation, distribution and | tallied. M3 ftformed that during the
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transmission companies has been | year transactions with UPPTCL (i.e,
completed. The reasons for difference | transmission) for FY 2025-26, 2024-25, 2023-
may be examined. 24.2022-23, 2021-22 & 2020-21 are reconciled
and reconciliation for balance amounts & years
are under process.
Further, during the year transactions with
generation company i.e. UPRVUNL are
reconciled for FY 2023-24 to 2025-26 and
reconciliation for balance amounts & years are
under process.

4, Whether the Company has received | Yes, the Corporation has received Subsidy and
subsidy and grants from  the | Grants from Government in the year 2025-26.
Government in the year 2025-26 | Kindly refer Para No.20 of Note No. 30 Notes
(including those accrued up to 31 March | to Accounts.

2026) for onward allocation to the

DISCOMS. If yes, the basis for| As per information provided by the
allocation of aforesaid subsidy and | management the basis of allocation to
grants to the DISCOMS may be [ DISCOMS is enclosed as per Annexure-B
examined and suitably reported to.

5. Whether the Company taken or | Yes, during the Financial Year 2025-26 On
withdrawn loan on behalf DISCOMS in | behalf of the DISCOMSs, the Company has
the year 2025-26 for onward allocation | obtained and withdrawn loans from PFC and
to the DISCOMS. If yes. The basis for | REC under the Revolving Bill Payment Facility
allocation of the aforesaid loan may be | Scheme (RBPF), as well as other loans from
examined and suitably reported to. HUDCO (Rs. 500 Crores), Canara Bank

(Rs.1500 Crores) and Indian overseas Bank
(Rs.400 Crores).

These loans are allocated among the respective
DISCOMS based on the latest available
financial trade receivables (Note.8 of Balance
sheet) of the preceding quarter.

For Jitendra Agarwal & Associates
Chartered A 9@“{5‘

FRN: 003736C 22—
; r :?f:‘} n

UDIN: 26072529LNNDMA6760
Place: Lucknow

Date: 30/05/2026
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Annexure B

Basis for Allocation of Subsidy and Grants

SL No. | Particulars of Subsidy and Basis of Allocation
Grants
Amount received from GOVT for .
1 Intt & Repayment on RGGY On Actual Payment Basis

Tariff Subsidy of FY 2025-26 on the
basis of Actual energy billed
Tariff Subsidy of FY 2025-26 on the
basis of Actual Energy billed
Tariff Subsidy of FY 2025-26 on the

2 Revenue Subsidy

3 RE or Agriculture Subsidy

Electricity Duty Payment adjusted

4 against Subsidy basis of Actual Energy billed
Received agamst-recewable for' On the basis of dues of Power loom
5 Power loom (against Current with Bunkars
first Qtr adjustments)
... . . Total Loss Funding Required as per
6 Additional Subsidy for operational O.FR. of FY 2024-25, payable in FY

loss funding of DISCOMS

Amount received from GOVT for

7 Repayment of Aatmnirbhar Loan of
20940 Cr.

Fund received for 100% Rebate on
tariff to PTW Consumers

Fund received from State
Government for supply of Power

2025-26

Allocation of Aatmnirbhar Loan to
DISCOMS

On the basis of connected load of
PTW consumers for all DISCOMS.
On the basis of Power Purchase Cost
allocated to DISCOM.
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Annexure IV

As referred to in and forming part of, our audit report of even date to the members of U.P. Power
Corporation Limited on the Standalone Financial Statements of the Company for the year ended
31tMarch, 2026.

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013,

We have audited the internal financial controls over financial reporting of U.P. Power Corporation
Limited (*the Company™) as of 31* March, 2026 in conjunction with our audit of the Standalone
Financial Statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The management of the company is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the Company
considering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls over Financial Reporting issued by the Institute of Chartered Accountants of India
(‘ICAI"). These responsibilities include the design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring the orderly and efficient conduct of its
business, including adherence to Company’s policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company’s internal financial controls over financial
reporting based on our audit. We conducted our audit in accordance with the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting (the “Guidance Note™) and the Standards on
Auditing, issued by ICAI and deemed to be prescribed under section 143(10) of the Companies Act,
2013, to the extent applicable to an audit of internal financial controls, both applicable to an audit of
Internal Financial Controls and, both issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether adequate internal financial controls over financial
reporting was established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls system over financial reporting and their operating effectiveness. Our audit of internal
financial controls over financial reporting included obtaining an understanding of internal financial
controls over financial reporting, assessing the risk that a materi eakness exists, and testing and
T ed on the assessed risk. The
ent of the risks of material

procedures selected depend on the auditor’s judgement, includf
misstatement of the financial statements, whether due to fraud/oy grfor. |

_ P/ 5
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the Company’s internal financial controls system over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting

A Company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the presentation of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A
company's internal financial control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company;

(2) Provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and

(3) Provide reasonable assurance regarding prevention or timely detection of un-authorised acquisition,
use, or disposition of the company's assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the
possibility of collusion or improper management override of controls, material misstatements due to error
or fraud may occur and not be detected. Also, projections of any evaluation of the internal financial over
financial reporting to future periods are subject to the risk that the internal financial control over financial
reporting may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

Qualified Opinion:

In our opinion, the Company has, in all material respects, an adequate internal financial controls system
over financial reporting and such intemnal financial controls over financial reporting were operating
effectively as at 31st March, 2026, based on the internal control over financial reporting criteria
established by the Company considering the essential components of internal control stated in the
Guidance Note on Audit of Internal Financial Control over Financial Reporting issued by the Institute of
Chartered Accountants of India except for the deficiencies reported by us in ‘Annexure I’ and ‘Annexure
1T © to our audit report of even date on the Standalone Financial Statements of the Company for the year
ended 315 March, 2026, and as mentioned below —

i. Internal control system with regard to Cash transactions, Procurement /Works transactions,

maintenance of inventory, maintenance of Books of Accounts,, ﬁf,?"-ﬁ5§ets register, delegation of
it 3
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vi.

The Company does not have an adequate system for periodic review, reconciliation, and settlement
of old balances appearing under various asset and liability heads. Such balances require timely
scrutiny and consequential adjustments, wherever necessary. Further, party-wise details in respect of
certain liability balances, including security deposits and retention money, are not properly
maintained, which affects the accuracy, reconciliation, and traceability of such balances.

The existing system for identification, monitoring, and reconciliation of Inter Unit Transactions
(JUT) between various units and the Head Office is not adequate. Regular reconciliation of such
transactions is not being carried out, and proper details regarding the nature and particulars of
unreconciled items are not maintained. Consequently, an amount of ¥ 7632 crore remains
unreconciled, which may have an impact on the accuracy of financial reporting and inter-unit
accduntability.

There is no system of confirmation and reconciliationof balances in accounts of parties, contractors,
Government Department eic. including those balances appearing under receivables, payables, loan
and advances.

During the course of our Audit, it was observed that payments are being released by Single signatory
without fixing any threshold limit. It is suggested that all payments should be released after fixing
threshold limit only by joint signatory.

The age-wise classification of Trade Receivables and Trade Payables appears to be inaccurate, as it is
not prepared on a bill-wise basis. This may lead to misrepresentation of the actual ageing of
outstanding balances and could affect the assessment of credit risk and working capital management.

Observations in Material Management Zone Audit Report on Internal Control over Financial
reporting

According to the information and explanations given to us and based on our audit, the fellowing material
weaknesses have been identified as at March 31, 2026:

During review of balance of Rs. 498.64 crore appearing under the head 46.975 — Liability migration
account revealed that a sum of Rs. 422.19 crore (Net) has been credited under this head towards
differences identified during reconciliation with vendors. However, records for processing of said
adjustments shows that: '

a. Despite periodic commercial reconciliation carried out by the unit, exact reasons for differences
could not be identified as in few CPSEs and State public undertaking could not provide year
wise ledgers due to multiple accounting systems, migrations and non-availability of legacy
records ete. Under the circumstances, excess liability of Rs. 228.04 crore reflected in books of
UPPCL and provision of Rs. 187.69 crore exists against which
Further, Rs. 6.46 crore pertaining to unclaimed balﬁgl;;:"“

account. Hence, from the said facts it is evident that tiﬂq;‘

V4

e current liabilities are pending.
NG 3 been transferred to this
&as ﬁs\\for differences during the
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reconciliation could not be identified and thus such reconciliation is not complete in its entirety
and as such impact thereof should not have been taken in books of account

b. Excess liabilities as identified were proposed to be written off / write back with approval of Board
of Directors. However, pending the said approval, adjustment have been made in books of
account through migration account which in our view should have been dealt through Profit &
Loss account of current year 2025-26 with approval of Board.

II. System of reconciliation and confirmation of balances in accounts of vendors, contractors,
Government Department etc including those balances pertaining to receivables, payables, Loan and
Advances on a regular basis requires to be streamlined and strengthened.

[II. Zone has maintained books of account on SAP-ERP system. However, documentary evidence
regarding various implemented control including maintenance & preservation of audit trail, user’s
roles & responsibility, system audit etc. were not made available to us. In this context we were
explained that aspect of identification and assessment of various Risks including financial reporting
Risk, maintenance & preservation of audit trail (edit log) facility were being dealt at Head office.
Some of the observations noted during our test check are mentioned below:

- There are open items in various ledger particularly vendor ledger since long time,
- Various un-cleared credit entries are appearing in vendor ledgers made through funds section vide

KZ documents which remained unexplained by the unit # 330 and as such requires to be
streamlined.

- Invoice verification date is appearing as Document date instead of Invoice date.

- There are cases where payments booked in SAP through general entry in voucher type AB
instead of booking through Payment vouchers (KZ) documents.

Differences in quantity were observed in Quantitative details of electricity purchased appearing in
SAP as compared to Actual quantity of scheduled electricity during the year i.e. scheduled
energy is 1,51,165.80MU as against 1,59,329.67 MU appearing in SAP. Reasons for difference
in accounted energy could not be explained and are subject to reconciliation.

In view of the above, we are unable to comment upon the effectiveness, integrity of the control system,
Risks including financial reporting Risk, maintenance & preservation of audit trail (edit log) facility.

IV. Internal / Concurrent audit system:

System of concurrent audit of Bills for power purchase from generators aggregating to Rs. 84,571.09
crores during the year and reconciliation of vendors account etc. from external agencies in practice in
previous financial years has been discontinued during current financial year resulting into non audit of
power purchase bills on concurrent basis and shortcoming / deficiencies on said accounts being
reported by concurrent auditors. However, Internal audit on annual basis as was being conducted in
earlier years was got conducted. Considering the size and nature of activities of unit, system of audit
on annual basis wherein payments has been checked for 4 m h’é ‘on3gample basis and coverage of
core activities of unit relating to purchase of power is not g;on;s}d “khe adequate in absence of
audit on concurrent basis and not in commensurate with 513%: aﬁd najlire\of Wetivities of unit. Further,

) ry of Rs. 136.94 crore 18

compliance of concurrent audit observation for FY 2023 245rél tm ;
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continuing. In our view the system of concurrent audit /Internal audit framework should cover major
value of transactions such as power purchases, vendor settlement, reconciliation, contract
management etc. to be streamlined & strengthened for ensuring effective monitoring and control over
the transaction of the unit.

V.  Subsidy receivable from UPNEDA and IREDA are accounted at the time of payment of power
purchase to eligible generators. However, details of actual claims raised with UPNEDA/IREDA and
confirmation of balances with UPNEDA /IREDA are not available.

VI.  Aspect of writing back of balance of Rs. 1290.41 crore at unit level was dealt in Audit Report for FY
2024-25 i.e.

“ Written back of balances of Rs.1290.41 crore (Credit) under the head ‘62.912 —Sundry Credit
written back’ in FY 2024-25 pertaining to old, un-claimed, un-reconciled balances etc. of previous
year in respect of various generators/vendor and further allocated to DISCOMS with approval of
Director (F) at unit level of such material amount of earlier years denotes lack of observance of
internal control procedure, incorrect depiction of profitability of earlier years, material impact on the
profitability of the current year and as such any correction/ writing back of balances of such nature
would in our view require approval of board of directors as a part of Corporate Governance for
ensuring to streamline the internal control mechanism prevailing in the corporation and correct &
proper disclosure in financial statement.”

In this context we are of the view that the corporation may consider to frame delegation of powers
with respect to write off / write on in respect of earlier years having material impact on profitability of
the corporation.

VII.  Review of power purchases from M/s IEX revealed that during the year unit has purchased 1619.56
MU at average purchase price of Rs. 6.52 per unit and sold 6060.29 MUs at average sale price of Rs.
3.77 per unit and test checks revealed that on few occasion sales and purchases were made on same
days which inter alia implies that average sale price of power is abnormally lower than the average
purchase price and as such requisite efforts needs to be made for scheduling for power to avoid such
unnecessary increase in power cost.

VIII.  System of reconciliation of scheduled power as compiled by Zone with UPSLDC and other
scheduling authorities was explained to be not in practice which needs to be established for cross
verification of the scheduled energy compiled by Zone.

IX. Late payment surcharge is being accounted for on the basis of bills received by unit. System of
determination of Late payment surcharge after the specified time period as per PPA in respect of
unpaid bills is not in place to ensure accounting of LPS on accrual basis.

X.  During review of bills in respect of banked energy, it was observed that banked energy lapsed for
withdrawal and available for drawl is not being bifurcated as per CRE guidelines. In some cases, it
was observed that withdrawal of energy was made in spite unavailable banked energy, which is not in
accordance with CRE guidelines. Non-bifurcation of energy in lapsed and available for drawl may
result in lack of control over supply of energy in excess of Banked energy available for drawl
resulting in loss of revenue. Further, test checks of the provisjpl'ji;s"“: dda.on the said account was

' & records of generators.

LT
iliation in respect of all

found to be varying with the details of energy banked & draw‘g 4
Hence, the aspect of determination of lapsed & available energydeed
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such co-generators for ensuring proper control over the banked energy and creating provision in
books of account.

XI.  System of regular reconciliation of TDS receivable as per books of account with figures appearing in
26 AS, Analysis of year wise breakup w.r.t. status of completion of the income tax assessments needs
to be strengthened.

A ‘material weakness® is a deficiency, or a combination of deficiencies, in internal financial control over
financial reporting, such that there is a reasonable possibility that a material misstatement of the
company's annual or interim financial statements will not be prevented or detected on a timely basis.

In our opinion, except for the effects/possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the Zone has maintained, in all material respects,
adequate internal financial controls over financial reporting and such internal financial controls over
financial reporting were operating effectively as of March 31, 2026 based on the internal controls over
financial reporting criteria established by the Company considering the components of internal controls
stated in the Guidance Note on Audit of Internal Financial Controls over Financial Reporting issued by
the ICAL -

Branch Auditors have considered the material weaknesses identified and reported above in determining
the nature, timing, and extent of audit tests applied in our audit of the March 31, 2026 of financial
statements of the Zone, and these material weaknesses do not affect our opinion on the financial
statements of thg Zone.

UDIN: 26072529LNNDMA6760
Place: Lucknow
Date: 30/05/2026
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INDEPENDENT AUDITOR’S REPORT
To,
The Members,
Uttar Pradesh Power Corporation Limited,
Shakti Bhawan,
Lucknow.

1. Report on Consolidated Financial Statements

A. Qualified Opinion:

We have audited the accompanying consolidated financial statements of Uttar Pradesh Power
Corporation Limited (UPPCL) (hereinafter referred to as the “Holding Company™), and its Six
Subsidiaries, namely Madhyanchal Vidyut Vitran Nigam Limited, Lucknow, (MVVNL), Purvanchal
Vidyut Vitran Nigam Limited, Varanasi, (PuVVNL), Paschimqanchal Vidyut Vitran Nigam Limited,
Meerut, (PVVNL), Dakshinanchal Vidyut Vitran Nigam Limited, Agra, (DVVNL) ,Kanpur
Electricity Supply Company Limited, Kanpur (KESCO) and UP Renewable and EV infrastructure
Limited (UPREVIL) (the Holding Company and its Subsidiaries together referred to as “the Group”),
which comprise the consolidated balance sheet as at 31% March, 2026, the consolidated statement of
Profit and Loss (including other Comprehensive Income), the consolidated statement of cash flows
and the consolidated statement of changes in equity for the year ended, and notes to the consolidated
financial statements, including a summary of material accounting policies and other explanatory
information (hereinafter referred to as “the consolidated financial statements”).

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 the “Basis for Qualified Opinion”
paragraph of our report, the aforesaid consolidated financial statements give the information required
by the Companies Act, 2013 (“the Act™) in the manner so required and give a true and fair view in
conformity with the Indian Accounting Standards prescribed under Section 133 of the Act read with
the Companies (Indian Accounting Standards) Rules, 2015, as amended (“Ind AS”) and other
accounting principles generally accepted in India.

a) In the case of consolidated balance sheet, of the state of affairs (Financial Position) of the Group
as at 31° March 2026.

b) In the case of consolidated statement of Profit and Loss, of the consolidated Net Loss (financial
performance including other comprehensive income) of the Group for the year ended on that date;

¢) In the case of consolidated Statement of cash flows and Statement of changes in equity of the
Group for the year ended on that date.

Basns for Qualified Opinion:

O e draw attention to the matters described in “Basis for Qualified Opinion™ paragraph of the audit

Port on standalone financial statements of Holdmg company, audited by us and the Subsidiaries
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namely MVVNL, PuVVNL, PVVNL, DVVNL, KESCO and UPREVIL audited by other auditors.
These matters in so far, as it relates to the amounts and disclosures included in respect of Holding
and its Subsidiaries, are included in ‘Annexure-I’, which forms an integral part of our report, the
effects of which are not ascertainable individually or in aggregate on the consolidated financial
statements that constituted the basis for modifying our opinion. Our opinion on the consolidated
financial statements is qualified in respect of the matters referred to in ‘Annexure-I’ to this report,
to the extent applicable.

We conducted our audit of the consolidated financial statements in accordance with the Standards
on Auditing (SAs) specified under Section 143(10) of the Act. Our responsibilities under those
Standards are further described in the Auditor’s Responsibilities for the audit of the consolidated
financial statements section of our report. We are independent of the Group in accordance with the
ethical requirements that arc relevant to our audit of the consolidated financial statements in India in
terms of the Code of Ethics issued by the Institute of Chartered Accountants of India (ICAI) and the
relevant provisions of the Act and the Rules made thereunder, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our qualified opinion on the
consolidated financial statcments,

C. Emphasis of Matter

Considering the requirement of Standard on Auditing (SA 600) on ‘Using the work of Another
Auditor’ including materiality, we draw attention to the following matters in the notes to the
Consolidated Financial Statements:

Uttar Pradesh Power Corporation Ltd. Holding Company

1. Kindly refer Note 12 of the financial statement as on 31% march 2026 which reflects a Gross debit
balance of ¥ 707.68crore pertaining to M/s Rosa Power Supply Company Limited. This amount
represents debit notes raised by the company in April 2018 against which, stay orders have been
issued by the Appellate Tribunal for Electricity (APTEL).

It is also observed that in a similar case involving M/s Lalitpur Power Generation Company, the
company has reversed the debit notes as disclosed in Para 32 of Note 30: Notes to Accounts.
However, in the case of Rosa Power, no such reversal has been made.

This results in a contradiction in the company’s accounting treatment of similar transactions
involving disputed debit notes under litigation.

2. Kindly refer Note 12 of the Financial Statement as on 31st March 2026, which includes ¥ 2.66¢rore
under Tax Deducted at Source (TDS). This amount includes ¥ 1.38crore representing Income Tax
refunds that were pending with the Income Tax Department for the financial years 2007-08, 2008-09,
2011,-12, and 2013-14. These refunds have not been received till 31% March 2026.

3. Accounting Policy of the Company regarding power purchases had not envisaged the method for
accounting of power purchascs where final approval of the tariff by the Regulatory Commission has
not been granted.
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4. As per the branch audit report, during review of balance of Rs. 498.64 crore appearing under the
head 46.975 — Liability migration account revealed that a sum of Rs. 422.19 crore( Net) has been
credited under this head towards differences identified during reconciliation with vendors. Excess
lighilities as identified were proposed to be written off / write back with approval of Board of
Directors. However, pending the said approval, adjustment have been made in books of account
through migration account which in our view should have been dealt through Profit & Loss account
of current year 2025-26 with approval of Board. Hence, in our view profit for 2025-26 is understated
and liabilities are overstated by Rs. 422.19 crore( Net).

However, the company at centrally complied the same.

5. During the year, the Company has accounted for 212.43 crore as notional interest under Exceptional
Items, comprising 2.19 crore relating to CPF Trust and ¥10.24 crore relating to GPF Trust, on the
basis of letters received from the respective Trusts in connection with loss on DHFL investment.

The principal loss relating to DHFL investment had already been recognised in the books in earlicr
years. The basis for further recognition of notional interest on such loss requires review, particularly
with reference to the applicable policy of allocation among the concerned entities/departments and
the existence of any present obligation on the Company.

The relevant policy document and Trust Deed were not made available to us for verification.
Accordingly, we are unable to comment on the cormrectness of the accounting treatment of the
aforesaid amount and also unable to comment that the viability of action taken by the authority. The
lack of clarity also raises concerns regarding the adequacy of internal controls and the reliability of
account balances.

Material Management Zone of U. P. Power Corporation Ltd.

6. During review of records it was observed that UPPCL has paid charges of Rs. 274.15 crore i.c.
without any supply or nominal supply of encrgy to Anta GPS, Auraiya GPS, Jhanor GPS, KAWAS
GPS and Dadri GPS of NTPC Limited against PPAs extended from time to time. Hence, we arc of
the view that management may consider to explore the possibilities of termination of such on-going
contracts for avoidance of increase in power cost &its burden on consumers.

7. System of compilation and reconciliation of quantitative details of power purchase by third party as
was in practice in previous years has been discontinued during the year. Details of the power
purchased and power transferred to DISCOMs and loss of energy during the current year & previous
year as per the details compiled by unit & provided during the audit is tabulated as under:

Detail Ason 31.03.2026 | Ason 31.03.2025 | Ason 31.03.2024
Total number of Units purchased (MU) 1,51,166.12 1,55,096.09 1,41,831.69
Total mumber of units sold { MU) 1,44,131.50 1,47,650.20 1,34,269.40
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| Loss % | 465% | 4.80% | 5.39% |

8. Aspect of writing back of balance of Rs. 1290.41 crore at unit level was dealt in Audit Report for FY
202425 ie.

“ Written back of balances of Rs.1290.41 crore (Credit) under the head ‘62.912 —Sundry Credit
written back’ in FY 2024-25 pertaining to old, un-claimed, un-reconciled balances etc. of previous
year in respect of various generators/vendor and further allocated to DISCOMS with approval of
Director (F) at unit level of such material amount of carlier years denotes lack of observance of
internal control procedure, incorrect depiction of profitability of earlier years, material impact on the
profitability of the current year and as such any correction/ writing back of balances of such nature
would in our view require approval of board of directors as a part of Corporate Governance for
ensuring to streamline the internal control mechanism prevailing in the corporation and correct &
proper disclosure in financial statement.”

In this context we are of the view that the corporation may consider to frame delegation of powers
with respect to write off / write on in respect of earlier years having material impact on profitability of
the corporation.

9. Review of Approval accorded by the Board of directors in its meeting held on 08-08-2025 regarding
100% provision against Advances of Rs. 126.98crore provided for UMPP Projects revealed that
board has emphasized for making consistent efforts recovery of the said advances and write back of
the same in books of accounts after recovery. Hence, follow up action for recovery of the aforesaid
advances needs to be ensured by management.

Our opinion is not modified on above comments.

Specific Observations of DISCOMS Statutory Auditors are given below: -

a. Pashchimanchal Vidyut Vitran Nigam Limited.

i.  We are informed by the management that the annual accounts for the FY 2024-25 have been
adopted in the Annual General Meeting of the company as on 30.12.2025. (Refer Note: 27 of notes
to accounts)

ii. Refer Note No. 1(b) of Material accounting policy regarding the financial statement of the
company having been prepared on a going concern basis, notwithstanding the fact that company is
continuously running in loss since inception and net worth of the company has substantially
eroded. Although the Company is making profit since last three financial years. The
appropriateness of the said basis is inter-alia dependent on continving support from the
Government and improved operational/ financial performance.
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iii.

vi.

vii.

viil.

ix.

The amount of Unbilled revenue of ¥839.12 Crore is booked on the basis of 15 days Assessment
considering the Average Assessment for the preceding 3 completed calendar month but there are
different category of consumer having different billing cycle. There is not any report available for
audit, generated on 31.03.2026. In absence of such report, the impact of the same on the account
could not be ascertained and quantified. (Refer Note no 7 of financial statement and points no 41 of
Notes to Accounts)

Company do not have an effective system for realizing revenue from customers as the amount of
receivables as on 31* March, 2026 is ¥14822.66 crores, which is equivalent to around 216 days
salc of power by company and reasons of pendency are not examined. It is noticed that the
company is not effectively exercising its powers of TID/PD and filing court cases against defaulted
customers. {Refer Note no 7 of financial statement)

The Depreciation Rate/Useful Life has been taken by the Company as notified by Uttar Pradesh
Electricity Regulatory Commission notification no. UPERC/SECY/REGULATION/ 2025-009
dated 26.03.2025, effective from 1st April 2025 onwards, which is different from Part-C Schedule-
III of Companies Act, 2013. (Refer point no. 6(d) of Notes to Accounts)

IND AS-8: In the current financial year, management has made several adjustments/ corrections
relating to prior period errors/omission in the statement of Profit and loss as per disclosure made in
point no. 30 of Notes to Accounts.

As referred to in Point No. 10 of Notes to accounts a sum of T6680.02 Crores is payable as
clectricity duty to UP State Government. No provision has been made for interest and penalty for
late payments. It has been explained to us by the company that no interest and penalty is levied for
such late payments in past years and we have relied on the same.

The Company has no scientific method of its measurement for accounting and making provision
thereof. Hence, we are not in a position to comment on the possible impact thereof on the financial
statcments of the company.

Company has not recognized any Deferred Tax Assets & Deferred Tax Liabilities due to heavy
unadjusted carried forward losses / depreciation and uncertainties, moreover due inappropriate
system company is not in the position to determine the estimated figures.

Assets of the company have been accounted for at historical cost (Refer Note No. 24 of Financial
Statements) where most of the assets are very old and as per Ind AS-36 Impairment of assets and
Impairment losses have not been recognized.
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b. Dakshinanchal Vidyut Vitran Nigam Limited-

i.  The Company is following its holding company Office Memorandum dated 06.09.2017 wherein
rates of capitalisation of employee cost were prescribed on basis of financials of 2014-15 or so,
@15% of deposit works, @ 13.50% of distribution works and @9.50% on other works, and made
capitalisation of employees cost of T154.97 crores, being employees cost @ specified percentage
to the extant of employee cost available at a particular division. In our opinion, this is incorrect
and inappropriate method of capitalisation of employees cost, and Company shall formulate a
long-term policy for ascertainment of method of capitalisation of employee cost and re-
assessment of the same every three years.

ii.  The Company has valued its inventory of stores & spares at cost against the valuation method
prescribed under Ind AS -2 “Inventories™ which shall be lower of cost or net realisable value.

iii.  Pension & Gratuity (GPF Employees) expense of 218.29 Crores is booked @ 16.70% and 2.38%
respectively on the basis of very old actuarial valuation report dated 09.11.2000 addressed to
holding company.

¢. Purvanchal Vidyat Vitran Nigam Limited-

I. The Company’s trade receivables continue to remain at a significant level in comparison to the
annual revenue from sale of power. As at year end, trade receivables amounting to 344,555.54
crores include substantial old balances, though the Company has initiated and strengthened
recovery and collection measures during the year resulting in improvement in recovery procedures.

2. We draw attention to Note No. 30 regarding prior period adjustments/restatements made during
the year in accordance with Ind AS 8. The Company has considered prior period errors/omissions as
material where such error exceeds the prescribed threshold and has accordingly adjusted certain prior
period items in the current year. These adjustments, inter alia, include operational loss subsidy,
interest on Mahakumbh account balance, recognition of omitted LPSC income relating to carlier
vears, and reversal of excess leave encashment provision, the details of which are separately annexed
to the financial statements.

d. Kanpur Electricity Supply Company Limited

i.  The Ind AS Financial Statements are prepared in accordance with the provisions of the Companies
Act, 2013. However, where there is a deviation from the provisions of the Companies Act, 2013 in
preparation of these statements, the corresponding provisions of Electricity (Supply) Annual
Accounts Rules 1985 have been adopted. (Also refer to Material Accounting policies Note no.

1.2(a)).

ii.  The company has not booked Interest on ED during the current FY 2025-26 in accordance with
the decision made at 104th BOD held on 22.05.2024 in which after considering the various facts,
it has been decided that interest on ED shall not be booked from FY 2023-24 onwards. Impact of

Offices:

New Delhi: 9910438512 | Dehradun: Gopalganj: Bhopal: 1vederabad: Pune: Jaipur:
9413408616 9425018323 . 5074423024 8499800661 GE93266600 988748288

Raipur: 8149448136 Mumbai: Patna L, Noida: Ranchi Eucknow; Guwahati:
96992 18866 7049920823 rf.*’,' WLeeTOITea7e | 7554093464 9170993544 9830045419




JITENDRA AGARWAL & ASSOCIATES

CHARTERED ACCOUNTANTS

2/10 Vijay Khand, Gomti Nagar, Lucknow - 226010
Ph.: HO: Lucknow : 9415003111
jitendrafca@gmail.com

http://jitendraca.com/

INDIA

Z116.31 crore has been disclosed as coﬁtingent liability in point no. 18b (ii).(Also refer Note No.
29-49 of "IND AS FS").

1il. The Government of UP has, vide its order nos. 3188 dated 24.10.2003 and 1077 dated 17.04.2008
decided that the electricity duty and interest payable for the period from 15.01.2000 to 31.03.2003
and from 01.04.2003 to 31.03.2008 respectively would be adjusted against the balance subsidy
payable to UPPCL by the State Government. Accordingly, the amount of electricity duty and
interest payable thereon (up to the financial year ended 31st March, 2023), due to pending
adjustment by the State Government has been shown under the head 'Electricity Duty and Other
Levies Payable to Government' grouped under "Other Financial Liabilities (Current)”" (Also refer
note no-18 of "Ind AS FS").

iv.  Trade Receivables Rs. 1902.71 Crores :
The company has changed its estimate for making provision on bad & doubtful debts during the
F.Y. 2025-26 as compared to the F.Y. 2024-25. (Also refer to Note No. 29-9 of "IND AS-FS").

v. In the case of commissioned assets, where final settlement of bills with the contractor is yet to be
affected, capitalization is done, subject to necessary adjustment in the year of final settlement,
However, the financial impact of the same on INI) AS "FS." is not ascertainable. (Refer to Note
No. 1-3(I)(d) of "IND AS-FS").

vi.  Prior period error in total income or total expenditurc shall be considered material if it exceeds Vs
% of the revenue from the operations of the immediately preceding financial year. During F.Y.
2025-26 Net Prior Period Expenses/(Income) was 0.79 Crore which is quite less than 1, % ceiling
limit and thus no separate disclosurc for prior period items have been made in the financial
statements. The prior period items during the year have been adjusted in the similar head of
income/exp of current financial year. (Also refer Note No. 29-30 of "IND AS-FS").

vii.  The company has paid to the venders including amount of GST charged in the bills without
verifying the credit reflecting in GSTR-2B of the company.

e. Madhyanchal Vidyut Vitran Nigam Limited

i.  During the Financial Year 2025-26, various old balances appearing in different liabilities heads
which were being carried forward from previous years have becn shifted to liability migration
account totaling to Rs 19.30 crores.

ii. The financial statements of the company are being prepared on a going concern basis,
notwithstanding the fact that company is continuously running in fosses since last many years and
also having heavy accumulated losses to the tune of Rs 27,713.60 crore as on 31.03.2026. The
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appropriateness of the said basis is inter-alia dependent on continuing support from the
Government and improved operational/ financial performance.

iii.  The Company does not have an effective system for realizing revenue from customers as the
amounts of receivables as on 31st March, 2026 is Rs. 30,351.78 crores, which is equivalent to
around 751 days sale of power by the company and reasons of pendency are not examined. 1t is
noticed that the company is not effectively exercising its powers of TD/PD and filing court cases
against defaulted customers.

iv. The Company has trade receivables aggregating to ¥5,191.78 Crore relating to non-government
consumers which are outstanding for a period exceeding three years.

We further observed that the Company has created provision against non-government consumer
receivables bascd on ageing slabs of 0-90 days, 90-180 days, 180 days-1 year, 1-2 years, 2-3
years and above 3 years, in accordance with the directives issued vide Notification G.S.R. 635(E)
dated 10 October 2024 of the Ministry of Power under the Electricity Act, 2003, namely the
“Electricity Distribution (Accounts and Additional Disclosure) Rules, 2024” as compared to the
previous policy adopted by the corporation of gradual increase in expected credit loss in phased
manner.

D. Key Aundit Matters:

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the consolidated financial statements of the current period. These¢ matters were addressed
in the context of our audit of the consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these matters except for the matters
described in “Basis for Qualified Opinion™ section. We have determined that there are no other key
audit matters to communicate in our report.

1. Information other than the consolidated financial statcments and Auditor’s Report thereon:

The Board of Directors of Holding Company along with its subsidiaries is responsible for the
preparation of the other information. The other information comprises the information included in the
Annual Report but does not include the consolidated financial statements and our Auditor’s Report
thereon. The above Report is expected to be made available to us after the date of this Auditor's
Report.

Our opinion on the consolidated financial statements does not cover the other information and we do
not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information identified above when it becomes available and, in doing so, consider whether the
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other information is materially inconsistent with the consolidated financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated.

When we read the above identified reports, if we conclude that there is a material misstatement
therein, we are requircd to communicate the matter to those charged with governance and take
appropriate actions necessitated by the circumstances and the applicable laws and regulations.

2. Management’s responsibility for the consolidated financial statements:

The Holding company’s Board of Directors is responsible for the preparation and presentation of
these consolidated financial statements in term of the requirements of the Companies Act, 2013 that
give a true and fair view of the consolidated financial position, consolidated financial performance,
consolidated total comprehensive income, consolidated changes in equity and consolidated cash
flows of the Group in accordance with the Indian Accounting Standards (Ind AS) prescribed under
Section 133 of the Acl, read with the Companies (Indian Accounting Standards) Rules, 2015 as
amended and other accounting principles generally accepted in India. The respective Board of
Directors of the companies included in the Group are responsible for maintenance of adequate
accounting records in accordance with the provisions of the Act for safeguarding the assets of the
Group and for preventing and detecting frauds and other irrcgularities; selection and application of
appropriate accounting policics; making judgments and estimates that are reasonable and prudent;
and the design, implementation and maintenance of adequate internal financial controls, that were
operating effectively for ensuring accuracy and completeness of the accounting records, relevant to
the preparation and presentation of the financial statements that give a true and fair view and are free
from material misstatement, whether due to fraud or error, which have been used for the purpose of
preparation of the consolidated financial statements by the Directors of the Holding Company, as
aforesaid. In preparing the consolidated financial statements, the respective Board of Directors of the
companies included in the Group are responsible for assessing the ability of the Group to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless management either intends to liquidate the Group or to cease
operations, or has no realistic alternative but to do so.

The respective Board of Directors of the companies included in the Group are responsible for
overseeing the financial reporting process of the Group.

3. Auditor’s Responsibility for the Audit of the consolidated financial statements:

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is not
a guarantee that an audil conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could rcasonably be expected to influence the economic
decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with SAs, we excrcise professional judgment and maintain
professional scepticism throughout the audit. We also:
Offices:
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Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the
override of internal control.

Obtain an understanding of internal financial controls relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Companies
Act, 2013, we are also responsible for expressing our opinion on whether the company has
adequate internal financial controls system in place and the operating effectiveness of such
controls.

Evaluate the appropriateness of accounting policics used and the reasonableness of accounting
estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the ability of the Group to continue as a going
concern. }f we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the consolidated financial statements or, if such
disclosures arc inadequate, to modify our opinion. QOur conclusions arc based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions may
cause the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information of the entities or
business activities within the Group to express an opinion on the consolidated financial
statements. We are responsible for the dircction, supervision and performance of the audit of the
financial statements of such entities included in the consolidated financial statements of which we
are the independent auditors. For the other entities included in the consolidated financial
statements, which have been audited by other auditors, such other auditors remain responsible for
the direction, supervision and performance of the audits carried out by them. We remain solely
responsible for our audit opinion.

Materiality is the magnitude of misstatements in the consolidated financial statements that individually or

in aggr

egate makes it probable that the economic decisions of a reasonably knowledgeable user of the

financial statements may be influenced. We consider quantitative materiality and qualitative factors in (i)
planning the scope of our audit work and in evaluating the results of our work; and (ii) to evaluate the
effect of any identified misstatements in the financial statements.

Offices.
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We communicate with those charged with governance of the Holding Company and such other entities
included in the consolidated financial statements of which we are the independent auditors regarding,
among other matters, the planned scope and timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable, related
safeguards.

From the matters communicated with those charged with governance, we determine those matters that
were of most significance in the audit of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstance, we
determine that a matter should not be communicated in our report because the adverse consequences of
doing so would reasonably be expected to outweigh the public interest benefits of such communication.

4, Other Mafters:

a. We did not audit the financial statements / financial information of Subsidiaries namely MVVNL,
PuVVNL, PVVNL, DVVNL, KESCO and UPREVIL whose financial stalements / financial
information reflect the Group's share of total assets, as detailed below, and the net assets as at 3 1*
March, 2026, total revenues and net cash flows for the year ended on that date, and also include
the Group’s share of net loss for the year ended 31st March, 2026.

b. As considered in the consolidated financial statements in respect of the Subsidiaries, whose
financial statements / financial information have been audited by other auditors and whose reports
have been reproduced to us by the Management. Our opinion on the consolidated financial
statements, in so far as it relates to the amounts and disclosures included in respect of these
Subsidiaries, and our report in terms of sub-sections (3) and (11) of Section 143 of the Act, in s0
far as it rclates to the aforesaid Subsidiaries, is based solely on the reports of the other auditors.

(T in Crore)
Total Assets Net Assets i.c. Total | Total Net Net
Name of the as at Assets minus Total | Profit/(Loss) for the | Cash in Flows/
Companies 31.03.2026 Liabilitics as at Period ended on (outflows) as at
e 31.03.2026 31.03.2026 31.03.2026
Subsidiaries: - .
Madhyanchal Vidyut
Vitran Nigam Ltd.,
Lucknow 42874 .44 9397.07 (2127.03) (149.38)
Purvanchal Vidyut 53331.30 7348.61 (4454.08) 74.95
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Vitran Nigam Ltd.,
Varanasi

Pashchimanchal
Vidyut Vitran Nigam
Ltd., Meerut

45726.87

25497.70

237.16

85.59

Dakshinanchal Vidyut
Vitran Nigam Ltd.,
Agra

36510.01

889.38

(1483.53)

1.38

Kanpur Electricity

Supply Company Ltd.,

Kanpur

4538.33

(1345.95)

(197.30)

19.08

UP Renewable and
EV Infrastructure
Limited, Lucknow

14.50

13.91

(0.99)

(0.03)

Total

182995.45

41800.72

(8025.77)

31.59

| CFS Adjustments

107.41

Our opinion on the consolidated financial statements and our report on Other Legal and Regulatory
Requirements below, is not modified in respect of the above matters with respect to our rcliance on
the work done and the reports of the other auditors and the financial statements / financial

information certified by the Management.

However Specific observation given by Branch Auditors are given below:-

a. Paschimanchal Vidyut Vitran Nigam Limited-

i.

ii.

(Hifices:

Secretarial Audit for the financial year ended on 31* March 2026 is not concluded till the date of our
audit report.

Pursuant to the provisions of Section 129 read with scction 96 of the companies act 2013, the audited
financial statement of the company for the financial year ended 31% March 2025 should have been
adopted in the annual general meeting to be held within six months of the close of financial year. The
22nd general meeting was duly held on 30™ September, 2025, however, the company had not placed
the audited financial statements for adoption since, the statutory audit and the CAG report were not
completed. The Company has requested for extension of time for concluding the AGM on or before 3
Months from 30" Sep 2025. The same was granted by the Ministry of Corporate vide order dated
25.09.2025. From the examination of the minutes, it is found that the 22" Annual General Meeting
was adjourned due to non-adoption of annual financial statement. The adjourned AGM was held and
concluded on 30.12.2025.

TDS Default and demand of old period as per Traces are appearing on the portal. These need to
verified and appropriate action there to should be taken by the company.

ERP software has been fully implemented however complete functioning and independent due
diligence of software should be ensured from the third party.
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iv.  Based on our examination the company has implemented ERP System for accounting transactions

vi.

vil.

viil.

which has a feature of recording of Audit Trail (edit log) except Revenue module, which is operated
by a third party software, revenue amount is booked thorough JV’s in ERP system on the basis of
third party software data. :

No information has been provided as regards to Capital Commitments made by the Company.

Company’s assets are un-insured with risk of theft, fire, riots, carthquake etc. and have not made
adequate arrangement to save its assets from these incidents in future.

Shares Application Money pending allotment as at the opening of the year amounting to 31198.21
crores and shares application money received during the year amounting to ¥1884.38 crore out of
which 22415.05 crore value of shares allotted during the year. Share Application Money as on
31.03.2026 is T667.54 crore are lying pending for allotment. (Refer Note No. 12 of Financial
Statements})

The unaccounted Distribution losses during the year is 10.37%, the amount of which is
indeterminate. The management has not segregated the same between normal loss and/or abnormal
loss. Same needs to be looked into for appropriatc action by the company.

b. Dakshinanchal Vidyut Vitran Nigam Limited-

The Company has outstanding trade receivables from Government/Semi-Government Consumers
of Z4,684.03 Crores, aging of which is as follows:

Outstanding for the Period Amount (in Crores)
Up to 3 Months 2,418.96

3 Months — 6 Year 336.76

6 Months — 1 Year 152.26

1 Year -- 2 Years 269.46

2 Years --3 Years 416.17

>3 years 1090.42

Efforts should be made to realise the above mentioned amount.

‘The Company has also not amortised the government grant received under specific schemes of
under GL 55.30200(71.35 & GL
55.30300(Z160.74 crores) in anticipation of conversion of such grants into equity in future.

central/state  governments  outstanding Crores
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jil.

vi.

vii.

viil.

Offices:

The Company has booked income under GL 63.11010 ‘Cross Subsidy Charges’ of 325.80 Crores
and GL 62.80100 ‘Wheeling Charges’ of 344.77 Crores on the basis of 100% relying credit notes
received from UPPTCL without having independent ascertainment/assessment of the same.

During the course of the audit, a non-compliance was observed regarding the allotment of shares
by Dakshinanchal Vidyut Vitran Nigam Limited. An amount of ¥527.01 Crore was shown in the
Balance Sheet as “Share Application Money Pending Allotment”, which included 3200.51 crores
pertaining to the month of January. As per Section 42(6) of the Ministry of Corporate Affairs
Companies Act, 2013 rcad with Rule 14 of the Companies (Prospectus and Allotment of
Securities) Rules, 2014, shares are required to be allotted within 60 days from the date of receipt
of application money. In case of failure to allot sharcs within the prescribed period, the company
is required to refund the application money within 15 days thereafier, failing which the company
shall be liable to repay the money with interest at the rate of 12% per annum from the expiry of
the 60th day. However, no shares were allotted within the prescribed pertod and no interest was
provided/payable on the delayed allotment/refund, resulting in non-compliance with the
provisions of Section 42(6) of the Companies Act, 2013.

The Company has huge outstanding liabilities of 2219.32 crores towards Gratuity Payable to CPF
Employees & ¥326.86 crores towards leave salary payable to employees on the basis of actuarial
valuation. However, as a matter of good corporate governance, the company has failed to make
any earmarked investment of such amount to ensure payment of such liabilities on time even in
the unfavourable circumstances.

Contravening the disclosure requirement under thc Companies Act, 2013, the Company has not

disclosed under capital work in progress, the overdue projects along with expected completion

schedule, projects temporarily suspended and projects wherein cost exceed projections.

GL 46.30101 Provision of Interest long outstanding credit balance of ¥1.36 crores, liability should

be reconciled and paid.

The Company has not made provisions from July 2017 till date in respect of more than 100

employees not yet migrated to 7" Pay Commission. Quantum of provision is un-determinable

from the records of the Company.

During the course of audit, it was observed that the Company has not obtained adequate insurance

coverage for its fixed assets. Non-insurance of fixed assets exposes the Company to significant

financial risk in the event of fire, theft, natural calamities, accidental damage, or any other
unforeseen losses, which may adversely impact the financial position and operational continuity of
the Company.

During scrutiny of the TRACES portal, we observed TDS defaults aggregating to 32,65,300. Out

of the total default amount, 224,950 pertains to F.Y. 2024-25 and 32,40,350 pertains to F.Y.

2025-26, as identified during the course of our review.

T
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xi. During our review we found Cash Imprest with Staff amounting to %0.31 Crore is pending for

xii.

xiil,

Xiv,

Xv.

XV,

Xvil.

xviti.

XixX.

XX.

adjustment at the end of financial year.

Age wise detail of creditors is not provided by the management hence long outstanding creditors
could not be verified and accordingly adjustment cannot be done.

During our review we found significant delays in filing of Compliances/Statutory forms with
Registrar of Companies (ROC).

The Net worth of the company for the FY 2024-25 was ¥-4,024.02 crores which is shown as
positive figure in MGT-7 for the corresponding year resulting net difference of X8,048.04 crores.
As per Internal Audit Reports, the Internal Auditors cover only one Month period for purpose of
verification. 100% verification of transactions and regular checking is not done. Further the report
of Internal Auditors is not in standard format to interpret them in consolidated manner at Head
/Zone office Level. In existing scope of internal audit being inadequate some material
misstatements or frauds may remain undetected at unit level. In absence of complete information
financial implications on Profitability and state of affairs of the company is not ascertainable.
During the financial year 2025-26 company has made provision for Obsolete Stores of 324.88
crores based on Independent Chartered Accountant Firm Report.

An outstanding GST liability amounting to ¥4.48 Crores has remained unpaid since Long time.
The liability pertains to Qutput GST payable and continues to be reflected in the books of
accounts without settlement. In the absence of payment/reconciliation of the said amount, the
statutory liability under Output GST stands overstated to the extent of ¥4.48 Crores, which may
have an impact on the financial statcments.

The statutory liability relating to TCS as on 31.03.2026 has not been reconciled wuth the actual
amount payable by the Company. The absence of proper reconciliation may result in
understatement of the statutory liability in the books of accounts and may impact the accuracy of
the financial statements.

As per audit report of Aligarh Zone under GL Code-74.39999- Round Off A/c there is amount
reflecting Rs.31.57 Crore for which no satisfactory explanation and reconciliation has been
provided to by the management.

As per the Audit Report of Agra zone, accounts of the Zone are maintained through an ERP
system (SAP) w.e.f 01.07.2024 wherein all unit-level ledgers are integrated. The trial balance is
generated by the ERP system based on these integrated ledgers. Prior 1o this, the accounts of the
Zone were maintained manually in shape of conventional books of accounts like Section Journal,
Ledgers, etc. at divisional levels, which were compiled on 30-06-2024 and transferred in the ERP
system (SAP) on 01.07.2024.

Although the opening balances as of April 1, 2024, at the group ledger level are in agreement, the
sub-ledger opening balances have not been reconciled with the corresponding closing balances of
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xXxiH.

xXxiv.

the previous financial year. This issue primarily arises from the migration to the SAP system,
during which multiple sub-ledgers were merged and standardized.

Due to the inherent structural differences and the fack of a proper reconciliation process during
the migration, discrepancies have emerged in the sub-ledger opening balances.

As per the Audit report of Agra Zone, The balance with Sub Licensce “M/s Torrent Power” is
not reconciled. There is huge difference between balance as per EUDD 1II Agra and balance as
per M/s Torrent Power.

As per the Audit Report of Agra Zone, there is credit balance of ¥ 33,97,86,394.16 which is
unexplained by the zone management. The zone management is unaware how this income arose
and booked in Trial Balance.

As per the Audit Report of Agra Zone, thete are many accounting heads in the liability side and
assets side where major parts of balances are pending from a long time (more than 5 years.). It is
hereby recommended to adjust these balances with appropriate account heads or otherwise write
them off to Profit & Loss Account as income, if they are effectively not payable under the
Limitation Act or are not rccoverable.

Computer purchases amounting to %10,14,914.99/- were booked under Gl. Code 14.90600
(CWIP) instead of appropriate fixed asset head, resulting in incorrect classification of assets.

As per the Agra Zone Report, As per physical inspection and as per confirmation from
accountants, there is no jeep and car. Even then, the balances of Jeeps and Cars appears in the

’? Unit Name ame of Property, plant Book Value of Stock
No. nd equipments
1, \Agra, Firozabad and lfeeps and Cars. 3,513,753.75
Mathura Zone
2. Agra, Firozabad and Provision for feeps and Cars -2,214,613.27
Mathura Zone
11,299,140.48

XXVi.

Offices:

Trial Balance. Hence, Jeeps and Cars have been mis-appropriated.

As per the Agra zone Audit Report, it was obscrved that certain vendors failed to deposit GST
collected from the department to GST authorities, despite receiving payments from the division.
This exposes the department to potential financial loss and input credit disallowance.
GST Status
GST Cancelled
GST Returns not filed for Nov & Dec

Vendor Name
Vinayak Infotech Services

Apoorva Electricals
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xxvii.  As per the Audit Reports received from various zones, a large number of court cases are pending

against the company before different judicial and quasi-judiciél authorities. No Provision of any
liability in respect thercof is made in the zonal books of accounts.

xxviii.  As per the Zonal Audit Reports, it was observed that a large numbers of downward bill revisions
involving substantial amounts were carried out throughout the year. Such frequent and significant
revisions indicate weaknesses in the billing and monitoring mechanism and create uncertainty
regarding the accuracy, recoverability, and realization of revenue from the affected consumers.

xxix.  As per the Audit Reports received from various zones, substantial credit balances were observed

under different AG Codes where debit balances were expected in the normal course of accounting
and Vice- versa . Such abnormal balances indicate possible errors in accounting classification,
booking, adjustment, or reconciliation of transactions. Further Agra zone auditor has also
reported credit balance of ¥554.30 Crores in inventory AG-Codes.

The company has paid AMISP charges from its revenue DDF accounts amounting to ¥29.37 Crores
which was required to be disclosed in the financial statements but the same has not been disclosed

separately.

¢. Kanpur Eleetricity Supply Company Limited-

i. The Company has calculated Interest on Security Deposit (Consumer) @6.50% on the
outstanding balance of Total Ledger Balance as per the books. Ilowever, the said interest is
not reconciled with actual Interest allowed/adjusted by software used for recording sale of
energy in the Customer bills raised during the year cnded 31.03.2026 ("F.Y.")

ii. The Company in its Material Accounting Policies has not stated accounting policy for Rebate
to Consumers on timely payment of bills.

iii.  The Replies of the management / compliance report of various observations pointed out by the
Circle/Vertical wise respective Internal Auditor's in their Internal Audit Report up to the

"F.Y." 2025-26 has not been made available to us, hence, we are unable to comment upon the
impact, if any, arising in the "IND AS-FS$" of "the Company/KESCO".

iv. Compliance of “The Act™:

As per MCA data the Company is an active compliant company. Further, the scrutiny of the
master data and other returns of the company filed with the MCA revealed the following:

% Charges column disclosed in the Company Master Data includes old satisfied charges.
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» The Company has not complied with the Order dt 22.01.2019 issued under section 405 of
the Act, in respect of filing of MSME Form 1.

» Director Identification Number (DIN) is not available in respect of the Smt. Mala
Srivastava director appointed to the Board of the Company on 22/12/2023. This is in
contravention of Section 153, 154 read with scection 158 of the Companies Act, 2013.

DIR-12 for appointment as well as cessation in respect of the Smt. Mala Srivastava, director,
has not been filed till date who have been appointed to the board of the Company on 22nd
December, 2023 and the board of directors of the company has been cease the office of
director on the 116" Board meeting dated 24/09/2025.

e. Madhyanchal Vidyut Vitran Nigam Limited-

Company’s assets are not adequately insured from risk of theft, fire, riots, earthquake etc. and has
not made adequate arrangement to save its assets from these incidents in future.

The AT & C Losses during the year is 17.89 %, The management has not segregated the same
between normal loss and/or abnormal loss. Same nceds to be looked into for appropriate action by
the company.

As per the zonal audit report of Lucknow zone, MVVNL (1.0) has not raised any Dr.
note/advice to Lucknow zone regarding net metering of Solar Power and Purchase of Power.
Hence, Purchase of power is not accounted for in the Trial Balance of the Zone. Further, we have
been explained that revenue has been recognized on the basis of net metered units.

As per the direction of Hon’ble High Court, the special audit of Bills Revision in consumer’s bills
for the period April 2022 to Sept. 2023 has been conducted at Distribution Division level. The
Special Audit reports of Bill Revision revealed significant systemic deficiencies in billing
controls, documentation, software integrity, revenue monitoring, and approval mechanisms across
various divisions of the Company. Large number of bill revisions were processed on the basis of
assumed readings, non-physical verification, wrong meter feeding, meter replacement errors, and
unsupported consumer claims without adequate documentary evidence or proper site verification.

Serious weaknesses were also observed in maintenance of revision records, maker-checker
controls, preservation of audit trails, software data integrity, and supervisory monitoring. In
several cases, the same person/user [D was found to have both prepared and approved
revisions, while supporting records such as R-1/R-2 registers, inspection reports, approvals,
and calculation sheets were either incomplete or unavailable.
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Further, abnormal bill revisions, repeated revisions for the same consumers, substantial
reduction in billed dues, delay in posting or recording a transaction in the consumer ledger,
unreconciled consumet balances, unbilled consumers, and deficiencies in cash collection and
bank reconciliation processes were noticed. Weaknesses in ERP/software controls, non-
availability of historical data, mismatch between manual and portal records, and absence of
standardized SOPs collectively indicate material weaknesses in the internal control framework
relating to billing, revenue recognition, consumer accounting, and safeguarding of revenue.

During FY 2024-25, the Company implemented a full-fledged ERP-based accounting system for
the first time, replacing the earlier manual accounting system. As explained to us by the
management, an audit/review of the ERP accounting system was conducted at the Uttar Pradesh
Power Corporation Limited level. However, the report relating to such ERP/system audit was not
made available to us for our examination.

In absence of the aforesaid ERP/system audit report and considering that the current year financial
statements have been prepared through the newly implemented ERP environment, we are unable to
comment upon the operational effectiveness of the ERP system.

5. Report on Other Legal and Regulatory Requirements:

ii.

As required by Paragraph 3(xxi) of the companics Act, (Auditor’s report) order 2020 (“the order™)
issued by the Central Government of India in terms of section 143(11) of the act, we have given
the Qualification/ Adverse remarks in Annexure II as reported by respective Statutory Auditors
of Subsidiaries.

As required by section 143(3) of the Act, based on our audit on the consideration of report of the
other auditors on separate financial statements and the other financial information of Subsidiaries,
as noted in the ‘other matter’ paragraph to the extent applicable, we report that:

(a) Except for the matters described in the “Basis for Qualified Opinion” paragraph, we have
sought and obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purposes of our audit of the aforesaid consolidated financial
statements.

(b) In our opinion and except for the matters described in the “Basis for Qualified Opinion”
paragraph of our report, proper books of account except as mentioned in Para No. 6(g)(iv)
relating to Audit Trail, as required by law relating to preparation of the aforesaid consolidated
financial statements have been kept by the Group so far as it appears from our examination of
those books and the reports of the other auditors.

(c) The Consolidated Balance Sheet, the Consolidated Statement of Profit and Loss including
Other Comprehensive Income, the Consolidated Cash Flow Statement and the Consolidated
Statement of Changes in Equity, dealt with by this Report are in agreement with the relevant
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books of account maintained for the purposc of preparation of the consolidated financial
statements.

{(d) Except for the matters described in the “Basis for Qualified Opinion™ paragraph, in our
opinion, the aforesaid Consolidated Financial Statcments comply with the Indian Accounting
Standards presctibed under Section 133 of the Act read with relevant rules issued there under.

(¢) Being a Government Company, pursuant {o the Notification No. GSR 463(E) dated 5™ June,
2015 issued by Ministry of Corporate Affairs, Government of India; provisions of sub-section
(2) of section 164 of the Act, regarding disqualification of the directors are not applicable to
the Company.

(f) With respect to the adequacy of the internal financial controls system over financial reporting
and the operating effcctiveness of such controls; refer to our separate report in “Annexure—
II1”, which is based on the auditors’ report of the holding company and its subsidiary
companies incorporated in India. Our report expresses a qualified opinion on the adequacy
and operating effectiveness of the internal financial controls over financial reporting of those
companies, for reasons stated therein.

(g) With respect to the other matters to be included in the Auditor’s Report in accordance with
Rule 11 of the Companics (Audit and Auditors) Rules, 2014, as amended in our opinion and
to the best of our information and according to the explanations given to us:

i.  Except for the effects of the matters described in the “Basis of Qualified Opinion”
paragraph, thc console  dated financial statements disclose the impact of pending
litigations except for PVVNL (kindly refer relevant Para mentioned under “Report on
other legal and regulatory Requirements” of Auditors Report of PVVNL) on the
consolidated financial position of the Group;

fi. The Group did not have any material forcseeable losses on long-term contracts
including derivative contracts.

jii. There were no amounts which were required to be transferred to the Investor Education
and Protection Fund by the Group.

(a) Based on the representation made by management of UPPCL and as reported by
DISCOMS Statutory Auditors and to the best of its knowledge and belief, other
than as disclosed in the notes to the accounts, no funds have been advanced or
loaned or invested (cither from borrowed funds or share premium or any other
source or kind of funds) by the Group to or in any other persons or entitics,
including foreign entitics (“Intermediaries™), with the understanding , whether,
directly or indirectly lend or invest in other persons or entities, identified in any
manner_whatsoever by or on behalf of the Group (Ultimate Beneficiaries™) or
provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries.
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(b) Based on the representation made by management of UPPCL and as rcported by
DISCOMS Statutory Auditors and to the best of its knowledge and belief, other
than as disclosed in the notes to the accounts, no funds have been received by the
Group from person(s) or entity(ies), including foreign entities (“Funding Parties™),
with the understanding, whether recorded in writing or otherwise, that Group shall,
whether, directly, lend or invest in other persons or entities identified in any manner
whatsocver by or behalf of the Funding Part(*Ultimate Beneficiarics”) or provide
any guarantec, security or the like on behalf of the Ultimate Beneficiaries.

(¢) Based on audit procedures performed that were considered reasonable and
appropriate in the circumstances, nothing has come to our notice that caused us to
believe that the representation referred under clause (iv)(a) and (b) contain any
material mis-statement.

(d) The Group has not declared or paid any dividend during the year, therefore
compliance with  section 123 of the Companies Act, 2013 was not applicable.
iv.  As per reporting requirement under Rule 11(g) of Companies (Audit and Auditors) rules

2014, comments on enabling and preservation of Audit Trail of Accounting Software are
furnished below:-

Uttar Pradesh Power Corporation Holding Company:

As per information and explanation given to us and based on our test checks, Company is in the
process of stabilizing ERP Software. During the year under review, payment (o vendors, employees
and Inter Fund transfor have been made through ERP. However, closing of accounts like preparation of
Balance Sheet and related activities are being done on computer with the help of MS excel. Company
has not provided any evidence of enabling of Audit trail/edit log facility for above Software, In view of
above position, Company has not enabled audit trail/edit log facility during the year under 2025-26.

As per proviso to Rule 3(1) of the Companies (Accounts) Rules, 2014 is applicable from April 1, 2023,
reporting under Rule 11(g) of the Companics (Audit and Auditors) Rules, 2014 on preservation of
audit trail as per statutory requirement for record retention is not applicable for the financial year ended
31* March 2026.

Specific Observations of DISCOM Auditor on Audit Trail are given below: -

a. Paschimanchal Vidyut Vitran Nigam Limited-

Based on our examination, the company has implemented ERP System for accounting transactions
which has a feature of recording of Audit Trail (edit log) except Revenue module, which is operated by
a third party software, revenue amount is booked thorough JV’s in ERP system on the basis of third
party software data.

b. Dakshinanchal Vidyut Vitran Nigam Limited-
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Company had prepared its financial statements from books of accounts maintained on SAP software
wherein audit trail feature is implemented. However, the audit trail feature is not maintained in the
consumer billing software used by the company.

c. Purvanchal Vidyut Vitran Nigam Limited-

As per Rule 11(g) of Companics (Audit & Auditors’) Rules, 2014 the Company is using
accounting software for maintaining its books of account, which have a feature of recording audit
trail facility.

d. Kanpur Electricity Supply Company Limited-

The Ministry of Corporate Affairs (MCA) vide notification dated 24 March 2021 has issued the
“Companies (Audit and Auditors) Amendment Rules, 2021. As per proviso to Rule 3(1), applicable for
financial years commencing on or after the 1 April, 2022, every company which uses accounting software
for maintaining its books of account, shall use accounting software for maintain its books of account,
shall use only such accounting software which has a feature of recording audit trail of each transaction,
creating an edit log of each change made in the books of account along with the date when such changes
were made ensuring that the audit trail cannot be disabled.
As required under above rules, the Company has used accounting software’s for maintaining its books of
account, which have a feature of recording audit trail (edit log) facility in respect of all relevant
transactions recorded in the respective software’s.
Based on our examination which included test checks and as communicated by the management, the
feature of recording audit trail (edit log) facility was not enabled at the database level to log any direct
data changes for the accounting software’s used for maintaining the books of account. Hence, we are
unable to comment on the cfficacy of the audit trail feature.

e. Madhyanchal Vidyut Vitran Nigam Limited-
The reporting under Rule 11(g) of the Companies (Audit and Auditors) Rules, 2014 is applicable from A
April 2023. In our opinion and according to the information and explanations given to us, the Company
has maintained its books of account using accounting software which has a feature of recording audit trail
(edit log) facility, and the same has been operated throughout the year for all transactions recorded in the
software. Further, the audit trail feature has not been tampered with and has been preserved by the
Company as per the statutory requirements for record retentjon.

For Jitendra Agarwal & Associates

Place: Lucknow

Date: 30/05/2026
Ofhces:
New Delhi; 9910438312 | Dehradun: Gopalganj: Bhopal: Hyderabad: Pune: Jaipur:
9415408616 5425018323 QUTIA2 1024 8409800661 9893266600 0887881288
Raipur; 8149448136 Mumbai: Patna Nowda Ranchi Lucknow: Guwahati-
9699218866 ], 7049920823 3010116276 7554093464 9170996544 9839045419




JITENDRA AGARWAL & ASSOCIATES

CHARTERED ACCOUNTANTS

2/10 Vijay Khand, Gomti Nagar, Lucknow - 226010
Ph. : HO: Lucknow : 9415003111
Jjitendrafca@gmail.com

http://jitendraca.com/

INDIA

1.

Annexure “1”

As referred to in "Basis of Qualified Opinion" paragraph of our Aundit Report of even date to the
members of Uttar Pradesh Power Corporation Limited on the Consolidated Financial Statements
of the Group for the year ended 31* March, 2026)

Based on our audit on the consideration of our report of the Holding Company and the report of the other
auditors on separate financial statements and the other financial information of Subsidiaries, as noted in
the ‘other matter’ paragraph to the extent applicable, we report that:

Uttar Pradesh Power Corporation Limited

On the basis of such checks as we considered appropriatc and according to the information and
explanations given to us during the course of our audit, we report that:

1. Kindly refer to Note 14 — Other Equity of the standalone financial statements for the year ended 31
March 2026. During the year, the Company has transferred balances amounting to 2195.95 crore
from Capital Reserve and ¥540.31 crore from Restructuring Reserve to Retained Earnings. The
management stated that these balances pertained to old balances arising from a transfer scheme and,
in the absence of detailed supporting records and documentation, the same were transferred to
Retained Earnings. -

However, the Company has not provided detailed breakup, supporting documents, nature of reserves,
or justification for such transfer. In our opinion, the aforesaid accounting treatment is not adequately
supported and is not in accordance with generally accepted accounting principles and practices.

In the absence of adequate supporting evidence and documentation, we are unable to verify the
accuracy, appropriatencss, classification and completencss of the said balances and the consequential
impact of the transfer on the standalone financial statements in accordance with the applicable
financial reporting framework, including Schedule IlI to the Companies Act, 2013.

2. During the course of audit, it was observed that in the previous year the Company had regrouped
certain old balances into “Assets Migration Account” under Note 6 — Non-Current Financial Assets —
Others and “Liability Migration Account” under Note 16A — Non-Current Financial Liabilities, as
also disclosed in the Notes to Accounts.

During the current year, the Company has written off balances amounting to ¥121.81 crore from the
Assets Migration Account and 26.93 crore from the Liability Migration Account pursuant to
approval of the Board of Directors. However, the underlying party-wise, unit-wise and account-wise
details, along with complete reconciliations and supporting records forming the basis of such
regrouping and subscquent write-off, were not made available for our verification.
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Consequently, we are unable to verify the correctness and appropriateness of the aforesaid balances
and the consequential impact thereof on the standalone financial statements.

3. The Company has not complied with the following Ind AS notified under Section 133 of the
Companies Act, 2013, read with Rule 3 of the Companics (Indian Accounting Standards)
Rules, 2015 (as amended):

Non-Compliances of Ind-AS:
IND AS 1 (Presentation of Financial Statement)

« It has been observed that the company is recognizing refunds related to income tax, interest on
income tax, GST, and other statutory refunds on a cash basis, i.e., at the time of actual receipt. This
practice is not in compliance with Ind AS 1 — Presentation of Financial Statements, which requires
the use of the accrual basis of accounting.

IND AS 19 (Employee Benefits)

Kindly refer to Para No. 4(a) of Note 30 - Notes to Accounts to the financial statements.It has been
noted that the accounting for employee benefits relating to the GeneralProvident Fund (GP¥)
scheme has been carried out based on an actuarial valuation report dated 09.11.2000, which
utilizes fixed contribution rates of 16.70% & 2.38% on basic pay and dearness allowance (DA)
for pension and gratuity respectively, This methodology has been consistently applied over the years
without any subsequent actuarial revaluation.

However, this approach is not in compliance with the requirements of IndianAccounting Standard
(Ind AS) 19 - Employce Benefits, which mandates that actuarial valuations should be performed at
least annually, or more frcquently if there are material changes in assumptions or plan obligations.

The continued reliance on an actuarial valuation report that is over two decades old constitutes a
significant deviation from the prescribed accounting standards and may lead to a material
misstatement of employee benefit liabilities in the financial statements.

We recommend that the management undertake a fresh actuarial valuation of the GPF scheme in
accordance with Ind AS 19 and ensure that futurc valuations are performed on a timely basis to
reflect the accurate liability.

IND AS 109 (Financial Instruments)

During the audit, it has been noted that the company had issued listed bonds inprior financial years.

However, the following deviations from the requirements of Ind AS 109 - Financial Instruments
were observed:

e Incorrect Treatment of Transaction Costs:
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The company has charged the entire transaction costs and issuance-related expenses to the Statement
of Profit and Loss at the time of bond issuance.This accounting treatment is not in compliance with
Ind AS 109, which states:

Transaction costs that arc directly attributable to the issue of a financial liability shall bededucted
from the initial measurement of the financial liability.(Ind AS 109}

i. Such costs are required to be amortized over the term of the financialliability using the Effective
Interest Rate (EIR) method, rather thanexpensed immediately. The current approach has led to
QOverstatement offinance costs in the year of bond issuance

ii. Understatement of the carrying amount of the bond liability

¢ Use of Coupon Rate Instead of Effective Interest Rate:

It was further observed that the company is calculating and recognizing interest expense based on the
coupon rate of the bonds, rather than applying the Effective Interest Rate (EIR) method as mandated

by Ind AS 109
Ind AS 2: Inventories

As per the company’s material accounting policics, the stores and spares are valued at cost. However,
this treatment is not in compliance with Ind AS 2 - Inventories, which requires inventories to be
measured at the lower of cost and net realisable valuc (NRV). No assessment of NRV for these items
has been cartied out as at the reporting date.

4. Kindly Refer to Para No. 7 of Note 30: Notes to Accounts to the financial statements, where the
Company has disclosed that inter-unit transactions (IUT) amounting toRs. 76.32 crore remain
pending for reconciliation and consequential adjustments as at 31 March 2026 and similar type of
observation also reported by the Zone auditor in their report.

In the absence of such reconciliation and documentation, we are unable to determine the accuracy,
validity, and financial impact of the outstanding inter-unit balances on the financial statements for the
year ended 31st March 2026.

5. Kindly refer Note 8 to the financial statement as on 31st March, 2026, includes a balance of ¥3641.79
crore as unallocated realisation. The amount has not been to allocate to the respective DISCOMS till

31.03.2026.
Ageing of Unallocated Revenue Realisation (X in crore)
Section Name More 1 To 2{Less Than | Total
Than 2 | Year 1 Year
Year
Laghu Sichai Vibhag - - 91.07 91.07
Department
Decentralised ] - - 413.84 413.34
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Department
Jal Nigam 77.76 77.76
Commission of E- 21.80 21.80
Wallet
Online Amount 37.32 37.32
Total - - 641.79 641.79

6. Kindly refer to Note No. 21 of the Financial Statements for the year ended 31st March 2026, wherein
the Company has disclosed rental income of Z0.90 crore received from employees of Uttar Pradesh
Power Corporation Limited towards residential accommodation provided to them.

The residential accommodation has been allotted to employees at concessional rates as per the
Company’s applicable policy / practice. For the purpose of our verification, we requested the
Company to provide the basis of determination of rental charges and related details, including the
fair rental value / benchmark value, wherever available.

The Company has informed that the accommodation is provided to employees as per its internal
policy and that the rent recovered from employees has been accounted for as rental income in the
books of account. However, detailed working / supporting basis for determining the fair rental value
of such accommodation was not made available for our verification.

7. It is observed that certain balances have remained outstanding for more than three yearswithout
any movement or settlement. As confirmed by management, no adequate supporting documentation
is available for these balances being very old balances and 100% provision have already been created
against these reccivables amount considering that recoverability of this amount appears doubtful.
However, these balances have not yet been written off/written back from the books.

The Detailed list of outstanding balance (except [UT) for more than 3 years:

S.no | GL Code Particulars Amount (%) Balance
Fringe Benefit Tax Dr.
1 27.41100&46.81000 | Balance* 2503731.64
ExpRecov Dr.
2 28.81000 Suppliers /cons 235203.80
M/S Prayagraj Dr.
3 28.87920 Power 1144000.50
4 28.87950 Lalitpur PGCL 217565.00 Dr.
5 28.92000 Deposit-GPF Trust | 1000000000.00 Dr.
GPF SE-MES Cr,
6 44.50300 Opening Balance 1657309.70
GPF Mnist Dr.
7 44.50400 Opening Balance 711237.00
8 44.50500 G.P.F. (Opcrating) 477535.40 Cr.
G.P.F. PMT to Cr.
9 44.50600 Account 352000.00
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CPF Gratuity Cr.
10 44.51600 Payment 10000000.00
11 4460100 GPF Subs Officers 62862.00 Dr,

GPF-SE. & Cr.
12 44.60200 M.E.S. 1558(.00

Western U.P. Cr.
13 46.98970 Power 1157813.90

South East U.P. Cr.
14 46.98980 Power 1357475.77

(*) The Fringe Benefit Tax (FBI) was abolished by the Govermment of India in the year 2009, effective

from Assessment Year 2010-11, However, an amount of 2500000.00 is still shown as "Advance on
Frin.ge Benefit” under receivables.Management is advised to review the nature of this balance,
identify the relevant years, and initiate necessary action for refund or write-off as per applicable
accounting standards.

The management has not provided any explanation or documentary evidence to justify the continued
recognition of this balance, nor clarified whether the surplus was deposited in excess and pertains to
which financial year(s). It also remains unclear whether any action has been initiated to claim a
refund or adjust the amount through the income tax portal. In the absence of such details, we are
unable to comment on the accuracy, recoverability, or potential financial impact of this balance on
the financial statements. The lack of clarity also raises concerns regarding the adequacy of internal
controls and the reliability of account balances.

During the course of audit, we observed irregular extension of contract beyond the approved period
in respect of Tender No. 13/UPPCL/PMC/2022 awarded to M/s Marcados Energy Markets Pvt. Ltd.
for procurement of Power Purchase Cost Optimization Services and Energy Portfolio Management
Services through the Office of Load/Demand Forecasting, Uttar Pradesh Power Corporation Limited
(UPPCL).

As per records made available to us, the Letter of Award (I.OA) was issued on 21 December 2022
for a contractual period of two years commencing from 19 November 2022 and ending on 18/19
November 2024, with extension permissible only in accordance with the terms and conditions of the
contract. However, the contract was continued beyond the approved period without adequate
supporting approvals and documentation being made available for our verification.

Events

SL

No.

Date Particulars

1

Tender No. 13/UPPCL/PMC/2022 floated for procurement of Power Purchase

09.09.2022 Cost Optimization Service and Energy Portfolio Management Services.

2

119.11.2022 [Commencement date of contractual services considered under the agreement. |
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;l' Date Particulars

0.

3 |l21.12.2022 |[Letter of Award (LOA) issued to M/s Marcados Energy Markets Pvt. Ltd. |
21.12. . . -

4 20%%;333 to Initial contract period of two years as per tender/LOA conditions.

l5 ll@ 12.2024 liProposal submitted for extension of contract for further period. |

6 21.12.2024 to Contract extended for one year with approval of competent authority/Board as
21.12.2025 per records produced.

7 19.11.2025 to Further extension of threc moenths granted after expiry of extended period, with
18.02.2026 Board approval.

3 19.02.2026 Another extension of three months granted without approval of
onwards Board/Competent Authority on rccord.

Grant of extension beyond approved contractual period without approval of the Board/Competent
Authority is in violation of principles of financial propriety, transparency, and contractual
governance.
The absence of timely fresh tendering and continuation of the same agency through repeated
extensions may also restrict competitive participation and may not cnsure reasonableness of rates and
services.

9. Non- Compliance of CAG comments for FY 2024-25

o Based on the proposal forwarded by the Company, the Government of Uttar Pradesh
(Department of Energy) had accorded (30 December 2024) ‘in-principle approval for the
comprehensive reforms of Company's two subsidiary DISCOMS {(Purvanchal Vidyut Vitran
Nigam Limited and Dakinanchal Vidyut Vitran Nigam Limited) through privatization/-
Public Private Partnership.

These facts are material and merit for suitable disclosure under Notes on Accounts’.
However management has not disclosed the same fill 31® March 2026 under Notes to
Account,

10. Non- compliance of Accounting Policies:

It has been observed that certain accounting policies disclosed in the financial statementsare not
being followed in practice, resulting in non-compliance with both theCompany's own stated policies
and the applicable Indian Accounting Standards (Ind AS).The key instances of such inconsistencies
are outlined below:

a) INVESTMENTS:As per the stated accounting policy, the Company is required to assess

investments for impairment and measure them at fair value in accordance with Ind AS 109 —
Financial Instruments. However, it was observed that provisiops for impairment are not
beingmade at fair valuc, which is a deviation from both the policy and ind AS requirements.
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b) FINANCIAL ASSETS:As per the accounting policy of the Company, financial assets are
required to be subsequently measured at amortised cost and impairment is to be recognised using
the Expected Credit Loss (ECL) model in accordance with Ind AS 109 — Financial Instruments.
However, financial assets have not been measurcd at amortised cost and impairment has not been
assessed using the ECL model, which may result in material understatement of impairment losses
in the financial statements.

¢) FINANCIAL LIABILITIES:According to the accounting policy, borrowings are to be measured
at fair valuc using the effective interest rate (EIR) method. However, in practice, borrowings are
not being accounted for using the EIR method, resulting in a deviation from both the stated
policyandind AS 109,

11. Major Non-Compliances of Law

It is observed that the Company has not appointed a whole time Company Secretary as required
under the provisions of Section 203 of the Companies Act, 2013, read with Rule 8A of the
Companies (Appointment and Remuneration of Managerial Personnel} Rules, 2014.

During the statutory audit of Unit 991A for the financial year ended March 31, 2026, the audit team
requested the ledger break-ups, third-party confirmations, actuarial valuations, and supporting
reconciliations for various balances appearing in the Trial Balance.

Despitc multiple requests and reminders, management failed to provide any supporting
documentation, underlying vouchers, or explanatory break-ups for the following 5 distinct heads in
the Trial Balance:

Trial Balance Head Audit Concern / Nature of
S.No. Description Amount (INR) Missing Info
. . No payment vouchers, bank
1 CPY Gratuity -10,000,000.00 matching records, or trust
Payment
statements.
Amount Payable No party-wise sub-ledger or
2 Other EB/S -66,816.00 aging schedule provided.
Unreconciled Bank
3 Other Credit BRS -47.483,035.48 Reconciliation Statement
{BRS) items.
Massive
4 Undistributed PTW -1,545,436,207.00 | unallocated/undistributed
balance; no aging or nature.
Unclassified Massive unclassified
5 .. -620,00,09,275.37 | collection; lacks bank
Realisation .
book/customer mapping.

In the absence of adequate supporting records and relevant documents, we are unable 1o verify the
correctness and recoverability of the aforesaid balance and consequently unable to comment on its
impact on the standalone financial statements.
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12. During the course of the statutory audit of Unit 0396 for the financial period under review, the audit
team requested management to provide supporting schedules, sub-ledgers, age-wise analyses, third-
party confirmations, and underlying agreements for several balance sheet heads under Trial Balance.

However, despite repeated follow-ups and official information requests, management failed to
provide the necessary supporting documentations or explanations for balances totalling 192305.01
(or local currency equivalent).

The detailed breakdown of the heads where documentation was not provided is structured in the table

below:
Trial Balance Head / Audit Evidence /
S.No. Account Name Amount (INR) Documents Not Provided
Advance to Suppliers e il sontrac
1 O&M (Opening 175,000.00 ger, g
copies, and performance
Balance) .
tracking sheets.
Other Advances / Detailed ledger break-up and
2 17,305.01 .
Balances nature of the balance.
Total Unverified 2192305.01
Amount

In the absence of adequate supporting records and relevant documents, we are unable to verify the
correctness and recoverability of the aforesaid balance and consequently unable to comment on its impact
on the standalone financial statements.
Despite multiple follow-ups and audit info requests, the party- wise breakup and aging analysis for these

balances (totalling INR 192305.01) were not made available for verification.

13. MajorAudit obscrvations in Material Management Zone Audit Report excluding those which
have been appropriately dealt with elsewherc in the report: -

1. During review of raising claim for compensation from power generators from SECI as per
provision of various PSAs from 2019-20 onwards revealed that shortfall of 430.21 MUs has been
worked out up to 2024-25 as against shortfall of 184.6695 MU dealt in audit report for 2024-25
on the basis of observations made in concurrent audit report. However, we were explained that
the matter is presently under review of management for taking up the issue with the SECI and
accounting thercof in books of account. Hence, under the circumstances, impact of said non-
determination &raising of compensation claim on the said account up to 31.03.2026 on financial
statement is unascertainable at this stage.

2. Review of Debit balances of Rs. 1508.20 Crore ( PY Rs. 1541.44 crore) under the head 28.30010
Sundry Receivable revealed that balances include following :
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- After reconciliation of account, a sum ofRs. 388.37 crore is receivable from Northern Railway —
UP ( NR-UP) against UI/DSM charges ( 35.34 crore) and Sign Change violation charges ( 353.12
crore ) has been found to be receivable but reconciliation statement is pending for signature by
railway authorities as stay order has been granted by Hon’ble APTEL in petition no 88 of 2023
wherein any change in the DSM charges for the disputed period may also impact the DSM sign
change penalty.

- Rs. 707.68 crore in respect of debit notes issued to ROSA PWR.CO.LTD.SHAHJAHANPUR in
the month of April 2018 towards the recovery as per UPERC's Order but the recovery against the
above debit notes is still stayed as per APTEL's order dated 29.09.2018. Further, net debit balance
of Rs. 62.25 crore transferred during the year includes Rs. 324.98 crore towards Debit notes of
earlier years against which recovery is pending.

- Rs. 92.06 crore is recoverable from NPCL ( UI) towards DSM charges and are pending for
recovery since long time.

- Above Balances includes Debit balances of Rs. 257.832crore ( net), which are continuing from
Jong time and were explained to be under reconciliation.

In absence of non-reconciliation & confirmation of said balances, we are not able to comment on
aspect of recoverability of the same. Hence, impact of pending reconciliation and confirmation of said
balances on the financial statement of Zone is not ascertainable at this stage. (Unit #330)

3. Review of trial balance depicted that balance of Rs. 42,41,84,806.15 under the head 28.869- Assct
Migration Account &Rs. 1,29.48,940 under the head 28.801 wheeling charges and Rs.
80,89,56,292.70 crore under the head 23.112 — extra statc consumers appearing as on 01.04.2025
were adjusted directly through balances appearing under the Head 28.75 PBDD-Other Recoverable
Cr and head 2306140000 Buik Supply ICT respectively in terms of approval of Board accorded on
12" November, 2025 which however, as per the said approval was required to be dealt through write
on / write off in books of account. Hence, in our view the write on & Write off of balances should
have been dealt through respective head of account of Income and expenditure in books of account
for ensuring proper disclosure in financial statements. (Unit# 330).

4. Investment : During review of decision taken as per minutes of meeting held on (09.08.2018 between
Principal Secretary Energy, GoMP and Principal Secretary Energy, GoUP at Lucknow in compliance
to directions given by the Honble APTEL in appeal no. 59 of 2014 and IA no. 111 of 2014 and
Appeal No. 120 of 2014 on 25.07.2018 it was obscrved that the company has entered in to
arrangement with MPPMCL for 18.15 MW share in the project of Rajghat HPP at an equity
contribution of Rs 66.74 crore, which works out to 40.32% share in the total cost of capital of Rs
165.50 crore. However, Status of Reconciliation of the power scheduled for generation from Rajghat
HPP plant since inception and actual scheduled generation to U.P. required to be worked out as per
clause 6 of the said minutes is not available in records for determination of compensation of the
energy receivable by U.P. In absence of requisite details, we are unable to comment on the impact, if
any, on the financial statements of the unit. (Unit# 330).

5. Credit balance of Rs. 25,23,05,239.82 ( PY Rs. 22,55,69,165.08) is appearing under the head
28.6201 subsidy receivable from UPNEDA and debit Balance of Rs. 10,76,38,824.28 ( PY Rs.
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' 8,98,92,236.66) appearing under the head 28.6202 — Subsidy from IREDA is subject to
reconciliation and confirmation. Impact of the said reconciliation and confirmation, if any, on
financial statements is not ascertainable at this stage.

6. Deviation settlement charges of Rs. 364.25 crore{ PYRs 663.56 crore)(Net) have been accounted for
as per bills received from UPSLDC for the period up to 22-02-2026 only. However, no provision
has been made towards DSM charges / (incentive) up to 31.03.2026, in absence of receipt of Bill
from UPSLDC and lack of reasonable basis for such estimation andas such we arc unable to
comment upon the impact of the same, if any, on financial statements.

7. Purchase of Power

Accounting Policy of the Company regarding power purchases does not envisage the method for
accounting of power purchases where final approval of the tariff by the Regulatory Commission has not
been granted. Further, Policy does not provide for the following:

a. Method of accounting of power purchased from Power exchanges, Power purchased from Renewable
Sources, Traders (Bilateral) on the basis of contracts entered into with the respective partics, Power
purchased from Nuclear power generator at the rates approved by Department of atomic energy,
energy purchased & Banked energy from CO-Generators etc.

b. The energy accounts are generally delayed for scttlement in most of the cases due to complexity of
transactions involved in power sector. The Company receives claims for past period due to delayed
settlement which are accounted for in the year of receipt of claims /invoices and as such the impact of
settlement of on-going scttlement of tariffs by various authorities/ forums is not ascertainable at this

stage.

8. Debit balance of Rs. 2506.36 Lakh ( PY 310.14 Lakh Cr. ) appcaring under the head 70.154- Late
Payment Surcharge reveals that accounting system adopted by unit is in diversion of accepted
accounting policy on accrual basis where LPS should be accrued after the specified time period as per
PPA in respect of unpaid bills, whereas unit has accounted for only in respect of bills received on this
account by EI&PC unit (Unit # 330).Hence, no proper system is in place where status of bill wise LPS
could be determined for accounting of LPS on accrual basis. Under the circumstances, we are unable
to comment upon the amount of provision of LLPSC and its consequent impact on profitability and
liabilities of the unit.

9. Review of trial balance reveals that receivable appearing under the head ‘28- Sundry receivable’
includes following balances continuing from old time, rcconciliation of which was informed 10 be
under process. Pending reconciliations and confirmation of such old continuing balance, we are
unable to comment over the same and its impact on the financial statements.(Unit #330 EIE&PC)

AG HEAD Balance as on | Balance as on 31.03.2025
CODE 31.03.2026
28.401A Misc. Advances 859921 8399.21
28.809 Others 12,69,06,157.00 CR 4,30,67,227.46 CR
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10. Debit Balance of Rs. 442.08 crore ( PY Rs. 442.08 crore ) is appearing under the head —
2301200530- Receivable from Noida power Corporation Limited( NPCL) which includes a some of
Rs. 5.69 crore classified as a advance to Noida power Corporation Limited( NPCL) against which
100% Provision has been made under the head 2306140000~ Bulk Supply ICT in books of Unit#330
EIE&PC. As per the agreement dated 18 November 1993 entered into between Uttar Pradesh State
Electricity Board (now Uttar Pradesh Power Corporation Limited) and Noida Power Company
Limited, certain assets were transferred for a consideration of 310.10 crore, treated as a loan repayable
in four annual instalments together with interest @14% per annum on reducing balance basis.Further,
Rs. 5.69 crore Dr. (PY Rs. 5.69 crore) is appearing under the head 27.30 —Loans and Advances to
NPCL. The amount of Rs. 5.69 crore which remain unrecoverable from NPCL as on 31% March 2026
but the management has discontinued charging of interest thereon.The Electricity Import Export &
Payment Circle Unit of the Zone has accrued interest of Rs. 0.00 ( PYRs. 34,10,70,401.00) during the
Financial Year 2025-26 against advance provided to Noida Power Company Limited. Total accrued
interest as on 31.03.2026 under the head 28.250 stands at Rs. 2,56,80,59,246.00 (PY Rs.
2.56,80,59,246.00) after netting of opening credit & Dcbit balance. In this regard we were explained
that no recovery has been made from NPCL since very long time and 100% provision against the
same is created at HO level. In the absence of proper dctails, confirmation of balances, non-
availability of complete information, follow up action for recovery of the said balances, status of
Pending disputes, if any, on this account, we arc unable to quantify the recoverable amount and its
consequential impact on financial statement.(Unit#330 EIE&PC).

11. Review of power purchases from M/s IEX revealed that during the year unit has purchased 1619.56
MUs at average purchase price of Rs. 6.52 per unit and sold 6060.29 MUs at average sale price of Rs.
3.77 per unit and test checks revealed that on few occasion sales and purchases were made on same
days which inter alia implies that average sale price of power is abnormally lower than the average
purchase price and as such requisite efforts needs to be made for scheduling for power to avoid such
unnecessary increase in power cost.

12. Liabilitics for purchase of power: Review of liabilities of Rs. 20,201.11 crore (PY Rs.18,953.09
crore) appearing under the head Liabilities for purchase of power reveals that :

i) During review of bills in respect of banked encrgy, it was observed that banked energy lapsed for
withdrawal and available for drawl is not being bifurcated as per CRE guidelincs. In some cases it
was observed that withdrawal of energy was made by generators in spite of unavailable banked
energy, which is not in accordance with CRE guidelines. Non-bifurcation of energy in lapsed and
available for drawl may result in lack of control over supply of energy in excess of Banked energy
available for drawl resulting in loss of revenue. Further, test checks of the provisions made towards
balance of banked cnergy was found to be varying with the details of energy banked & drawn
available in records kept by unit. Hence, the aspect of determination of lapsed & available energy
needs reconciliation in respect of all such co-generators for ensuring proper control over the banked
energy and creating provision in books of account. Hence, Impact of such reconciliation and
bifurcation, if any, on provisions of Rs. 8,98,63,368.00 created during the year (PY Rs.
13,58,94,288.79) and accumulated provision of Rs. 89,96,81,681.29 (PY 80,98,18,313.29) as on
31.03.2026 on financial statements is unascertainable at this stage,
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i)  Provision of Rs. 9648.44 crore (PYRs. 7845.93 crore) under the head 41.20- Provisional Liability as
appearing as on 31.03.2026 towards liability against wnverificd/ unbilled power purchase etc.
comprises of following :

a. As per reconciliation with M/s Alaknanda Hydra Power Co Ltd ( 400000013} up to march 2024, a
sum of Rs. 23,97,678.00 identified as Rebate less considered by UPPCL i.e. rebate availed but not
accounted for in books and as such Income under the head prior period income is under stated and
Liability under the head 41.10 is overstated by Rs. 23,91,678.00.

b. Provision of Rs. 1152.09 crore towards unverified / unbilled claims of M/s KSK Mahanadi Power
Co. includes unverified power purchase &LPS bill aggregating to Rs. 326.44 crore  pertaining to the
period more than 3 years.

Further, a sum of Rs. 788.33 crore i.e. Rs. 617.41 crore claimed during FY 2023-24 &Rs. 170.92
crore Claimed in FY 2024-25 by KSK Mahanadi Power Co. towards change in Law was returned to
generators owing to non-submission complete details/ documents for verification of the claim and the
matter is stil) under process of verification. Under the circumstances, the veracity of the provisions
made in respect of the said returned bills is unascertainable at this stage.

c. Provision of Rs.79.03 crore towards unverified/ unbilled amount PP Bills and LPSC of M/s APCPL
(400000004) is appearing under the head 41.20 —Provisional Liability of which Rs. 4.79 crorc are of
March 2026 and balance of Rs. 74.24 crore pertains to Provision of LPSC of the period more than 3
years. As per reconciliation with party up to September 2025, Only Rs. 2.77 crore are appearing as
LPSC of previous years not accounted for by UPPCL and as such Balance provision of Rs. 71.47
crore prima facie appears to be excess provision made in earlier years on which needs to be reviewed.
Under the circumstances we are of the view that liability created in our books of account requires to
be written back in books of account for reflecting its impact on financial statements. Hence, liability
under the head 41.20 — is overstated and Income is under stated to the said extent.

d. Provision (41.20 ) of Rs. 231.21 crore created for LancoAnpara ( 400000003) includes Rs. 3.31 crore
of Suppl. Bill of 07/2024 not verified till 31.03.2026 for want of requisite documents. Reconciliation
up to 31.10.2025 made do not contain above item.

e. Liability of Rs. 105.43 crore of M/s UP JalVidyut Nigam Limited is for More than 1 year and
reconciliation with party was informed to be under process. Impact of the said pending reconciliation
& confirmation of aforesaid Debit & Credit Balances on financial statement is not ascertainable at this
stage.

13. Review of balance of Rs. 10462,69,77,751.22 { PY Rs. 11026,18,12,714.98) under the head 41.10 —
Liability for power purchase as on 31.03.2026 revealed that during the year inter transfer of balances
from one vendor to other i.e. Balances of Rs. 364,92.66,688 ( Net Debit) appearing separately in 11
vendors account i.e. Debit of Rs. 365,02,14,896.00 in 6 vendors and Credit of Rs. 9,48,208.00 in 5
vendors pertaining to various constituents of Power trading corporation have been transferred during
the year to vendor code 4000000190 — Power trading corporation of India which resulted in
emergence of balance of Rs. 100,71,26,180.28 as on 31.03.2026 as against balance of Rs
460,90,05,695.28 As on 31.03.2025. However, reconciliation of account with PTC was explained to
be under process and as such the impact such of reconciliation & confirmation on financial statement
are not ascertainable at this stage.
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14. Regarding the aspect of reconciliation of balances of trade payable, we were explained that work
order for reconciliation for the period up to 2024-25 was awarded to the M/S Mercados Marketing
Encrgy Private Limited. In this context we were informed that reconciliation in respect all vendors
have been completed for the period up to 31.03.2025 and effect thereof has been made in books of
account except in case of 6 vendors i.e. UP JalVidyut Nigam, PTC, SASAN ( UMPP) , UPNEDA ,
THDC and PXIL having aggregate credit balance of Rs. 1186.43 crore where the final reconciliation
is yet to be made. Further, letters seeking confirmation of vendor’s balances as on 31.12.2025 has
been sent by unit to 185 vendors out of which confirmation from 30 vendors are received and
differences were observed in 22 cases which are subject to reconciliation. ( Unit #330)

Under the circumstances, the reconciliation & confirmation of balances of vendors is under process
and as such impact of said pending reconciliation & confirmation of balance in respect of various
generators, if any, on financial statement of the unit is unascertainable at this stage.

15. Quantitative reconciliation of Energy :

a) Differences in quantity werc observed in Quantitative details of electricity purchased appearing in
SAP as compared to Actual quantity of scheduled electricity during the year i.e. scheduled energy
is 1,51,166.12 MU as against 1,59,329.67 MU appearing in SAP. Reasons for difference in
accounted energy could not be explained and are subject to reconciliation.

b) System of reconciliation of scheduled power as compiled by Zone with UPSLDC and other
scheduling authorities was explained to be not in practice which needs to be established for cross
verification of the scheduled energy compiled by Zone.

In view of above i.e. difference in quantity reported by unit as compared with details appearing in
SAP, absence of systematic reconciliation mechanism, non-verification of quantities by other
department /external agency, the completeness and accuracy of scheduled encrgy reported by the unit
and Loss% could not be cross-verified and as such impact if any thereof, is unascertainablc at this

stage.

16. Maintenance of Books of Account :

Zone has maintained books of account on SAP-ERP system. However, documentary evidence
regarding various implemented control including maintcnance & preservation of audit trail, user’s
roles & responsibility, system audit etc. were not made available to us. In this context we were
explained that aspect of identification and assessment of various Risks including financial reporting
Risk, maintenance & preservation of audit trail (edit log) facility were being dealt at Head office.

Some of the observations noted during our test check arc mentioned below:
- There are open items in various ledger particularly vendor ledger since long time,

- Various un-cleared credit entries are appearing in vendor ledgers made through funds section vide KZ
documents which remained unexplained by the unit # 330 and as such requires to be streamlined.

- Invoice verification date is appearing as Document date instead of Invoice date.
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- There are cases where payments booked in SAP through general entry in voucher type AB instead of
booking through Payment vouchers (KZ) documents.

In view of the above, we are unable to comment upon the effectiveness, integrity of the control system,
Risks including financial reporting Risk, maintenance & preservation of audit trail (edit log) facility.

17. Internal / Concurrent audit system :

System of concurrent audit of Bills for power purchase from generators and reconciliation of vendors
account efc. from external agencies in practice in previous financial years has been discontinued
during current financial year resulting into non audit of power purchase bills on concurrent basis and
shortcoming / deficiencies on said accounts being reported by concurrent auditors. However, Internal
audit on annual basis as was being conducted in earlier years was got conducted. Considering the size
and nature of activities of unit, system of audit on annual basis wherein payments has been checked
on sample basis and coverage of core activities of unit relating to purchase of power of Rs.
84 571.09crore is not considered to be adequate in absence of audit on concurrent basis and not in
commensurate with size and nature of activities of unit. Further, compliance of concurrent audit
observation for FY 2023-24 relating to recovery of Rs. 136.94 crore is continuing. In our view the
system of concurrent audit /Internal audit framework should cover major value of transactions such as
power purchases, vendor settlement, reconciliation, contract management etc. to be streamlined &
strengthened for ensuring effective monitoring and control over the transaction of the unit.

18. Property Plant and Equipment: -

i) The Title Deed of immovable property (Land) of Rs. 47,24,689.99 as detailed below was not
provided to us.

ZONE WISE LAND DETAILS (Amount in Rs.)
Zone Cost of Land as Title Deed Title Deed Not
Code per Trial Balance Available Available
970 4,96,250.00 - 4,96,250.00
640 4,65,48,401.99 4,23,19.962.00 | 42,28,439.99
Total 4,70,44,651.99 4,23,19,962.00 47,24,689.99

ii} As per accounting Policy of the company, Employee cost to capital works are capitalized @ 15%
on deposit works, 13.50% on distribution works and 9.50% of others. Such practice of
capitalization on estimated basis without determination of actual directly attributable cost is not in
accordance with IND AS 16.

iii) Review of trial balance reveals that Buildings under the head AG Code 10.208 “Building CONTA
DIST INST” amounting to Rs. 48,34,196.68 and under AG Code 10211 Office building
amounting to Rs. 11,65,227.05 are appearing in books of account but information regarding the
cost of Land of corresponding assets could not be provided to us. #Units 645 — Elec Civil
ConstDiv—-1.
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iv) Trial balance is showing Buildings under the head AG Code 10.211 “Office Building” amounting

v)

ii}

to Rs. 4,20,87,422.10 but information regarding the Land of corresponding assets could not be
provided to us. #Units641 - Civil.

The zone is not evaluating the Property Plants and Equipment (PPE) for impairment as required
under INDAS 36, as explained to us revaluation of PPE is not permitied by the Electricity
(Supply) (Annual Accounts) Rules, 1985, the exception may be because the PPE cost is built in
the Fixed Cost of the tariff but as explained to us the cost of PPE of the Company is not approved
under the tariff approved by the regulator neither Depreciation is allocated to the Distribution
companies. The company has not sought any clarification from relevant regulatory authorities
regarding the same.

19. Payment of Lease

Unit #972 (UP Vigilance Cell) and unit # 327 (Electricity Store Procurement Circle) are being
maintained at rental premises. As explained to us the rent of Unit #972 is being deposited to Court
as the ownership of the premises is sub-judice. Further, latcst lease agreement and the rent receipt
were not being provided to us for premises with Unit #327. Further, Compliances of Ind AS 116 is
not done at zone level.

The unit#330 is accruing rent every year @ Rs 1 per month. The total amount accumulated in
ledger 28.872 is Rs 120.00. However, no details were provided to us with regard to the title deed
of the immoveable property leased to KESCO limited was provided to us nor it was explained in
which unit, the said asset is capitalized.( #Units330 — EIE&PC.)

20. Details of Liabilities of Rs. 44,34 crore( PY Rs. 44.34 Crore) under various heads as given
below in respect GPF/CPF contribution of employees payable to U.P Power Sector Employee
Trust is under reconciliation. Impact of such reconciliation, if any, on financial statement is not
ascertainable at this stage.

Head UNIT 300 UNIT 330 UNIT 970 Unit 640 Total
44.11000 | Provision for 5,86,13,199.09 -86,50,412.00 -3,91,09,246.11 -4,00,26,884.00
Gratuity «2,91,73,343,02
44.12000 | Provision for 41,63,37,553.83 -5,33,96,841.00 -27.84,31,930.91 -28,06,31,520.00 -
Pension 19,61,22,738.08
44.61000 | Liability 56,12.33.866.00 | -5,04,83,326.00 -37,14,39.634.03 -35,13,16,139.63 -
towards GPF 21,20,05,233.66
44.62000 | C.PF. {(Emp 8,87,55,590.00 -52,04,099.00 -4,30,06,252.00 -3,32,82,093.00
Share) 72,63,146.00
4462100 | C.P.F. 4,01,29,747.00 -36,43,798.00 -2,85.82.916.90 -2,12,73,547.00
Employer
Cont. -1,33,70,514.90
Total -
44,34 08.683.66

21. Pending legal cases at different forums: In respect of pending legal cases at different forums,
we were explained that the status of court cases received from PPA unit, Planning unit Power
Management Cell and SPAT unit has been considered by the Zone and the samc has been
disclosed as contingent liability. Hence, we are unable to comment on the completeness of the
details of contingent liabilities provided by the Zone. Contingent liability except aforesaid

details pertaining to other unit/ zone may be looked into at HO level.
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22. Staff and Other Liabilitics: A sum of Rs. 60.44 crore (Credit) appearing under various head as
detailed below are continuing from long time and no clarification could be provided on this
account and as such we are unable to comment upon the same:-
AG Code Unit 300 Unit 330 Unit 640 Unit 970
44.406 | Life Insurance Premium - - 2.560.90
44 .41 | Other Miscellaneous -43,005.50 - 7.57.353.84 $.27.252.50
44.502 | Officers -101 - 1,40,000.00 5,04,054.00
44,503 | SE & MEs - - 2.000.00 -74,310.00
44,504 | Ministerial Staff - - 214.00 5,77.503.00
44,505 | Operating Staff - - 36,000.60 -31,000.00
44.506 | G.P.F. Pmt to Accnt 32,000.00
44.507 | Class IV Advance -209.21 - 27.133.00 7.33,648.47
46.101 Security Deposit In Cash - i i i
' (CAP) 40,11,861.00
46.102 Security deposits other i i ) -9.90,030.00
than cash
Earnest Money deposit i
46.103 (cap) - 45.90,361.90 7,025.00
Security deposits in cash
46.211 ogm) J ) 1,15,76,897.44 0
Provision for Fringe -
46.81 Benefit -92,828.82 - 18.52,878.00 -7,85,121.00
Recv of MiscAdv PVVNL
46.985 | MRy i i 70,408.00 i
46.989 [ UP.P.T.CL. ] 51,78,46,877.03 | 15.78,183.00 | 7.87,46,820.00
46.541 | IUT Cash 31,405.75
46.542 | Outside Zone - - 25.15,229.00 -
Total N . .
41,48,095.53 | 51,78,46,877.03 93,92,976.45 | 7,79,91,848.03
Grand Total -59,05,93,844.14
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2. Common observations in Audit Report of Subsidiaries

A. Trade Receivable on account of supply of Power:
a. Pashchimanchal Vidyut Vitran Nigam Limited:

i. No revaluation loss has been recognized during the reporting period in respect of Trade
Receivables based on security deposit equivalent to 45 days billing to cover the outstanding
dues. In absence of adequate security deposit cover for customers under Government sponsored
schemes, no provision for likely impairment loss has been provided against such receivables by
the company. Under the circumstances, we are not in a position to comment on the possible
impact thereof on the financial statements of the company. (Refer to Point no 47 of Notes to
Accounts)

ii. The company has not furnished the details of advance deposit received from consumers against
temporary connection and the entire security deposits from them has been shown as non-current
liabilities. Tn absence of such details, quantification of current and non-current liabilities
therefrom is not possible and ascertained.

iii. The classification into disputed and undisputed debtors are not done at all in Note No. 7 of
Financial statements, which is not in accordancc with amended Schedule I to the Companies
Act 2013. Time barring/non-recoverable cases arc not identificd, in absence of any such
classification, we are unable to comment there upon.

b. Dakshinanchal Vidyut Vitran Nigam Limited:

i.  The Company has followed graded provisioning on trade receivable over the period of four years
with incremental provisioning of 20% each successive year, being 80% in FY 2024-25, however
the company has changed the provisioning policy as per Ministry of Power Instructions from the
FY 2025-26 and has provided 80% provision during the current year resulting deficient
provisioning for doubtful debts by as follows:

S. Particular QOutstanding Provision Percentage
No. Amount (In | Amount  (In | of

Crores) Crores) Provision
1. Provision  requircment  in

different age brackets excluding
government debtors

A. Up to 3 Months 1362.51 Nil 0%
B. 3 Months - 6 Months 416.69 41.67 10%
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C. 6 Months-1Year ' 373.06 93.27 25%
D. 1-2 Year 804.67 321.87 40%
E. 2-3 Year 1136.92 682.15 60%
F. More than 3 Year (100% 11,295.16 11,295.16 100%
Provision required)
G. PD Consumers 5,248.42 5,248.42 100%
Total 20,637.,43 17,682.54
2. Provision made in Balance 14,111.40
Sheet
i Additional Provision not made 3,571.14
(1-2)

In our opinion once a debt has been identified as bad and doubtful debt it cannot be carried in
Financial Statement as reccivable, hence 100% provisioning of such debt is required.

Purvanchal Vidyut Vitaran Nigam Limited:

i.The Company has classified trade receivables based on the last payment date of consumers instead of

the actual due date of outstanding bills. As a result, partial payments against long-overdue dues
lead to receivables being reflected in lower ageing buckets, thereby understating the provision for
bad and doubtful debts. This method is not in line with generally accepted accounting and
industry practices, which require ageing based on invoice/bill due dates. In the absence of
accurate ageing data and reconciliations, the impact of this misstatement on the provision for
doubtful debts and the financial statements remains unascertainable.

ii.As reported by the Zonal Auditors, the management has not provided consumer-wise breakup of

Sundry Debtors outstanding hence, we are unable to comment on the genuineness of the same.no
customer wisc analysis of the huge outstanding is available and in view of the fact that the
receivables against power supply is substantially high, we are of the opinion that a huge sum may
not be recoverable and the doubtful debts will be considerably high against the total outstanding
shown as per books of account.

iii.As reported by the Zonal Auditors, during audit it was observed that in many units a significant

amount is outstanding as advance to contractors. These amounts are outstanding since very long.
However, party-wise list of outstanding balance showing in ESD-AZM is made available to us
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showing the date Since when such outstanding stands. These advances should be recovered and
properly Accounted for. As explained to us letter for confirming the balance was sent to all the
contractors but nobody reverted back.

iv. As reported by the Zonal Auditors,Age-wise Outstanding has not been provided to us and old
outstanding with no movement during the last few years seems irrecoverable. It has been
observed that the divisions initiated for confirmation from the parties, but confirmation from the
parties could not be made available to us for our verification.

v. As reported by the Zonal Auditor of Varanasi,As per Trial Balance and age-wise breakup
provided to us, a huge amount isoutstandingin sundrydebtorsunder AG code 23for
supplyofpower. Out of totaloutstanding of Rs. 13644.79 crores,Rs. 2865.41 crores is outstanding
for more than Six Months which constitute 21% of total debtors and Rs. 10779.38 crores
isoutstanding for Less than Six Months and, which constitute 79% of total debtors. Also not
provided consumer-wise age wise breakupof SundryDebtorsoutstanding, Hence, weareunable to
comment on that aspect.

vi. As per Basti Zonal Auditor, The entry for revenuc against supply of power is made every month

by the distribution units on the basis of rcvenue register (Online Commercial Data CS-4). The
position of outstanding against supply of power is still high, at the units and we found that
realization against revenue is still not satisfactory.
Also the Category wise (Govt. & Non-Govt) & Age wise summary of Consumer Counts and
Arrears as per Master Data have been not been made available. Also, consumer wise and year
wise outstanding debtors & amount realized is not provided to us. The receivables against power
supply are substantially high and we are of the opinion that detailed analysis is required to year
wise & category wise consumers so that ascertain an amount which may not be recoverable from
consumer.

d. Madhyanchal Vidyut Vitran Nigam Limited

i. Consumer wise (debtors from sale of power) details were not available at the zones in support of
balances of “Trade Receivable (Current)’ as appearing in Note 8. Further,
reconciliation of outstanding balances of consumers as per consumer ledgers maintained by the
billing agencics and the balances appearing in the books of accounts of concerned zones has also
not been done.

ii. As per the zonal auditor’s report of Zones CISS Gomti, Bareilly, Trans Gomti, it has come to their
knowledge that in some cases, additional security deposits have not been collected from
CONSUMETrS as per requirement

iii. In several cascs, legal notices/ recovery proccedings have been initiated against consumers at the
zones to recover the outstanding over dues against sale of power. However, all the ‘Trade
Receivables’ in the financial statements have been classified as ‘considered good’ by deducting
the amount of ‘total provision for doubtful debts’ from the total debtors without identifying these
cases or ascertaining their actual position.
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iv. We draw attention to para 18(A) of Note 1B rclating to disclosures of trade receivables wherein
the company has not ascertained and classified the Trade Receivables into ‘Disputed/
Undisputed’, as required by amended Schedule I11 to the Companies Act, 2013.

The segregation of ‘Trade Receivable’ into Government/ Non-Government and ageing into
different age buckets as per para 9 of note 1B have been made only on the basis of online billing
data provided by commercial wing. During the course of audit, independent supporting records,
reconciled consumer-wisc details, and adequate documentary evidence supporting such
classification and ageing were not made available for verification. Accordingly, reliance has been
placed on the data provided by the Commercial Wing/Management and we arc unable to
comment upon the correctness of such classification and consequential impact, if any, on related
disclosures and provisioning in the financial statements

v. Turther, the total trade receivables as per the data provided by the commercial wing as on
31 March 2026 do not match with the total ‘trade receivables’ as shown in the books of
accounts of the company. The same has not been considered and has been reduced from the
category of ‘non-government consumers’ under ‘Receivables outstanding for more than 3 years’
while categorizing the age buckets for the purpose of provisioning for bad and doubtful debts.

vi. The company has not furnished the details of advance deposit received from consumers against
temporary connection and the entire security deposits from them has been shown as non-current
liabilities. In absence of such details, quantification of current and non-current liabilities
therefrom is not possible and not ascertainable.

vii. Observations of the Zonal auditors with respect to the trade receivables:
Zone Name Obscrvations

LESA - CISS-Gomti Zone a. The zone has shown rccoverable (Supply of Power)
amounting to Rs.4687.26 Crore. Billing Ledger is not made
available for verification category wise outstanding
receivable against supply of power shown in trial balance
as on 31.03.2026. Age wise classification of
receivable/book debts are not made available to us. Age
wise analysis of debtors is essential lo take appropriate
action of making provisions towards bad and doubtful debts
and also for apprising management the correct status
thereof.

b. As per the norms, additional security calculated
manually on the basis of 45 days previous year billed
amount has to be realized. However, in few cases such
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additional security has not been realized. Amount
indeterminate.

c. Outstanding Receivables from consumers as on
31.03.2026 is Rs 4687.26 Crore which reflects lack of
efficiency in collection of Revenue.

LESA — TRANS GOMTI Zone

A. Recoverable from supply of power (AG-23) are appearing
at Rs. 2,593.56 crorc as on 31.03.2026. System of
reconciliation of consumer-wise details as per online
billing systcm with balances appearing in books of
account are not integrated and same is not being
reconciled. Hence, figures of said receivable against
supply of power as appearing in TB with balances
appearing in billing system are subject to reconciliation
and confirmation, impact whercof is unascertainable at
this stage.

Devipatan Zone

a. Qutstanding recoverable from customers against sale of
power are not reconciled with consumers ledger
maintained at division level, hence sundry debtors’
balances are unconfirmed and subject to reconciliation.
No age-wise list for outstanding dues is maintained at
division level; however, consumer wise list of dues is
maintained at online billing system as informed by
management.

Ayodhya Zone

a. Consumer wise details and ageing of receivable against
supply of power (AG Code 23) were not available at
Divisions/Zone as per the requirement of Schedule III of
thc Companies Act 2013.

b. In absence of reconciliation of outstanding balance of
consumers as per billing software with outstanding balance
reflected in MTBs of Divisions and balance confirmation
from major consumers, we are unable to express our
opinion on correctness of Receivables against supply of
power in AG-23,

Bareilly Zone a. There may be difference in Sundry Debtors as per billing
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ledger (Category Wise) and amount shown in Trial
Balance, it could not be tallied with billing ledgers. In the
current year sales is booked on assessment basis and
amount credited to sundry debtors account on the basis of
actual receipt.

Further we have been informed that a separate software is
in place for the billing and realization from the Sundry
Debtors. The detailed list is not possible due to the large
number of consumers and the same is being maintained in
the online billing system.

a) The revenue ‘booked has been checked by us from report
received from Commercial Section Head Office on test
check basis. Billing is done in accordance with data
provided by Commercial Wing, Head Office based on
Online Billing System. As informed by management
Consumer wisc list of dues is maintained at Online
Billing System. Party/Consumer wise details were not
available at Zones in support of balances of Trade
receivables (AG Code 23) as appearing in the Trial
Balance. Further, reconciliation of outstanding balances
of consumers as per consumer ledger maintained in
billing system and the Balances appearing in the books of
accounts of the Zone has also not been done. Hence
sundry debtors balances are unconfirmed and subject to
reconciliation. Dues from Consumers have been increased
during the year by Rs. 16,462 lakhs. Zone has made
unbilled provision of 15 days of revenue from sale of
power and reversed last year provision.

Lucknow Zone

B. Comments on Old Balances:

As per report of DISCOMS Auditors, there are certain old balances which have not been reviewed since
long including their classification Summarized position of major balances Subsidiary-wise is reproduced
below:

a. Pashchimanchal Vidyut Vitran Nigam Limited:
a. Balances of trade receivables, trade Payables, Suppliers, Contractors, loans and advances, staff
related liabilities & advances and other various debit/credit balances, dues from government
including but not limited to UPPCL, UPTCI., UPJVNL, UHBVNL, UPCL, etc., certain
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borrowing from PFC and reconciliation in respect of certain Bank balances are subject to
respective confirmations, reconciliation and consequential adjustments thereof. In absence of
proper records/details, we are upable to ascertain the offect of the adjustments arising from
reconciliation and settlement of old dues, possible loss/ profit that may arise on account
thereof, non-recovery or partial recovery of such dues and non-settlement of liabilities.

b. Refer to Point no. 15 of Notes to accounts; there are various expenses like Employees Expenses,
Repair & Maintenance Cost and Administrative & General Expenses etc. occurred at Uttar
Pradesh Power Corporation Ltd. (the holding company) which has been allocated to the
Company vide Debit/Credit Notes. However, we have not verified the same and relied on the
Debit/Credit notes received from the holding company.

¢. Various debit and credit opening balances arc lying unadjusted, including the account received
under transfer scheme. Under these circumstances, we are not in a position to comment on the
possible impact thercof on the financial statements of the company.

d. As referred in Note 9 to the financial statements, receivables from Uttar Pradesh Rajkiya Vidyut
Utpadan Nigam Limited amounting %0.83 crore and ¥33.50 crore from Uttar Pradesh Power
Transmission Corporation Limited are shown under Current Assets, which are outstanding for
more than 12 months. As a result of this, other current assets are overstated and other non-
current assets are understated by ¥34.33 crore.

e. As referred to in Note 18 to the financial statements, Payables to Uttarakhand Power Corporation
Ltd. 20.17 crore, are shown under Current Liabilitics. [However, these balances are outstanding
for more than 12 months. As a result of this, current liabilities (Other financial liabilities) are
overstated and non-current liabilitics (Other financial liabilities) are understated by %0.17
Crores.

b. Dakshinanchal Vidyut Vitran Nigam Limited:

a. There is no reasonable certainty for the payment of the following amounts under GL 46.10400
‘Retention money from Suppliers (Cap)}(Z491.49 Crores), GL 46.12400 ‘Retention Money from
Supplier (O&M)(X973.09 Crores) & GL 46.20010 Other Deposit Payable’(3146.13 Crores) which
are outstanding since long period of time without any balancing/reconciliation, hence age wise
analysis is required so that the same should be adjusted/written back.

b. Long outstanding unreconciled and uncalled Liability towards UP Power Sector Employecs Trust
of 2211.81 crores, includes ¥71.81 crores payable towards Provident Fund of GPF Employees. The
above liability is liable for refund to the employees or to the trust. Outstanding interest Provision
¥103.61 crores on above amount shall be dealt accordingly. In respect of an amount of ¥36.39
crores payable towards Pension & Gratuity of GPF Employees, there is no reasonable certainty for
payment of the same.
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¢. Similarly, Long outstanding unreconciled and uncalled Liability towards CPF Trust of 316.83

crores, includes ¥11.44 crores payable towards Provident Fund of CPF Employees. This includes

deduction from the employee(s) salary of €3.61 crores and employer contribution of 7.83 crores.

In our opinion these amounts and Interest Provision outstanding of ¥5.41 crores should be dealt as

referred in para 8 above.

d. There is no reasonable certainty for the recovery/payment of following amounts outstanding since

long period of time without any balancing/reconciliation, hence should be written off.

A. Debit Balances

S.No. | GL Name Amount (in Crores)
a. | 28.40100 [ Amount recoverable from employee 2.66
b. | 28.40110 | Amt. Rec. from Employee 4.62
¢. |28.40120 | Amt. Rec. Emp. (Mat. Cost) 10.90
d. | 28.87700 | U.P Rajya Vidyut Utpadan Nigam Ltd. 1.55
¢. | 28.87900 | U.P Power Trans. Corporation Ltd. 9.62
f. | 25.10010 | Advance to Supplier/Cont, — RGGVY-12"Plan | 3.09
g. | 25.50000 | Advance Interest Free (Capital) - EE Admin 5.95
h. { 25.70000 | Control Account (Capital) - EE Admin 0.55
Total Debit 38.94

B. Credit Balances

S.No. | GL Name Amount (in Crores)
a. | 46.98700 | UP RVUNL 0.60
b. | 46.98900 | U.P Power Trans. Corporation 1.id. 2.98
¢. | 44.41200 | EC Payable {(Out of Nigam) 10.12
Gifices.
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d. | 44.41000 | Other Misc. 11.61

e. | 42.10100 | Lia. Supply of Mat. Cap — EE Admin 0.12

f. | 43.10000 | Liab. Supp. Of Mat. (O&M) - EE Admin T |0.15

g. | 46.10100 | Security - RGGVY 12* Plan 5.63

Total Credit 31.21

c. Purvanchal Vidyut Vitaran Nigam Limited:

i.The Company is carrying old balances in various tax heads like Sales Tax, Service Tax, State
Sales Tax, Central Sales Tax etc., inspite of the fact that these taxes have been discontinued
from July, 2017 or before. The details are as under:-

Head of Account AG Code | Amount
{In Lacs)
State Sales Tax 46.927 1048.75
Sale Tax (Cont. Bill) 46.928 2.11
Service Tax 46.929 22.79
Provision for FBT 46.81 2.32
TCS Withholding on Sales 46.934 101.90
Subsidy Refundable 46.935 1.01

As informed by the Management, no dues are payable in respect of these taxes. However, the
Company has not provided adequate breakup, reconciliation, or supporting details for the credit
balances appearing under such tax ledger heads. Further, certain indirect tax ledger accounts
relating to pre-GST levies continue to reflect debit and credit transactions during the year, stated to
be adjustment and reconciliation cntries. In the abscnce of adequate supporting records and
reconciliation, we are unable to verify the nature, correctness, and impact of these balances and
transactions on the financial statements.

d. Madhyanchal Vidyut Vitran Nigam Limited
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iii.

In many cases at zones and head office, party wise breakup, ageing of outstanding amounts, actual
nature of transactions and reconciliation/ balance confirmation from the parties were not available
for verification.

As reported by the zonal auditor of Ayodhya, ageing and balance confirmation of the Advances to
supplier for material amounting to Rs. 24.69 crores were not done/obtained from the concerned
parties.

It was noted that the following balances pertaining to various zones are outstanding in the books
of Headquarter since many years which have not been identified, reconciled and transferred to the
respective units/zones.

Account Head
Other Liabilities and Provisicns
Stock Related Accounts (net)

Amount (Rs. in Crores)
8.64
(41.22)

In absence of proper explanations, complete details and reconciliation thereof, the resultant impact
on the accounts of the company, if any, could not be ascertained.
During the course of our audit, we have come across some expenses (like telephone expenses,

vehicle expenses, AMC expenses etc.), which have been accounted for on cash basis instead of
accrual/mercantile basis. The same is not in accordance with the basic accounting assumptions,
company’s accounting policy and applicable Ind AS.

TDS receivables as per the company’s books for the FY 2025-26 amounts to Rs. 0.97 crore,
whereas the TDS as per Form 26AS amounts to Rs. 1.40 crore (as per data updated in 26AS till
25.05.2026), resulting in a significant difference of Rs 0.43 crore which is subject to
reconciliation. Therefore, the current assets and other Income are under stated to the extent of Rs
(.43 crore.

The accounting policies of the company for the year under reference were not certificd by the
Zonal auditors of LESA CISS Gomti.

C. Cash & Cash Equivalents:

a, Pashchimanchal Vidyut Vitran Nigam Limited:

i.  Bank Reconciliation Statement (BRS) in respect to bank accounts in some divisions, contains
outstanding of earlier years entries, which includes stale cheques, un-cashed cheques, other
debits and credit, which requires special attention of the management for nccessary adjustments
and impact thereof is not ascertainable on the financial statements,

ii.  During the course of audit, we observed that Bank Charges were outstanding in BRS year to
year. We were informed that these charges are first debited by bank and later on are recovered
from the bank. Hence, these continue in BR_S___thuito year. We suggest to create a code in the
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Balance Sheet and keep these amounts in Bank Charges Recoverable from Bank A/c with sub-
ledger bank wise instead of continuing in BRS, which is not correct.

b. Dakshinanchal Vidyut Vitran Nigam Limited:

1. As per observation of Zonal Auditor of Agra branch EUDD {Il Agra has reported cash balance of
2116980 in shape of burnt notes, which need to be written off after necessary approval but the
same has not written off till date.

2. Balances with various Bank to the extent of (as per Cash Book) ¥ 7.63 crores are un-reconciled for
which company failed to obtain bank statements or bank balance confirmations, liable for
reconciled/written off.

3. Zonal auditors have reported various differences / unreconciled old entries in bank reconciliation
of various bank accounts of the company. This needs special attention either to recover or
reconciled old entries or to write off / adjust these old entries / differences.

a) As per Jhansi Zone report Uncashed Cheques amounting to Z3.11 Crores outstanding for
more than 3 months becomes non recoverable and necds adjustment.

b) As Per Aligarh Zone Audit Report Old outstanding entries as per Bank Reconciliation
statement of receipt account and expenditurc account of ¥4.98 Crores and %2.59 Crores
respectively needs adjustment.

¢) As Per Agra Zone Audit Report Old outstanding entries as per Bank Reconciliation
statement of receipt account and expenditure account of ¥0.25 Crores and ¥4.57 Crores
respectively needs adjustment.

4. During review of Internal Audit Report of EDD Jhinjhak Kanpur Dehat there is shortfall of cash
reported in Cash Book & Cash in Hand of ¥3262779.00 pending since Financial Year 2023-24.

c. Purvanchal Vidyut Vitaran Nigam Limited:

As per the rccords produced before us, balances are outstanding in various Bank Accounts where
there are no transactions from a long period of time. Proper reconciliation of these accounts
needs to be done and corrective steps needs to be taken by the management for closure/activation
of these accounts. Moreover, there arc two accounts having negative balance as follows for
which no explanation provided to us-

SI No. AG Code Amount(in crores)
[1 24.3031420 015
2 243031311 -0.08
Otfhces:
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ii.

iii.

OfAces:

In absence of proper records and balance certificate, we are unable to confirm on the accuracy of
these amounts.

The Zonal Auditors have observed irregularitics in Bank Reconciliation Statements which
includes:-

In BRS, a long list of outstanding entrics is being carried forward from last many years and even
the un-cashed/ stale cheques and other entries pertaining te revenue accounts have been shown
outstanding and not acco unted for in the cash book. The cumulative amount of such entries is in
several crores.

Some of the Bank reconciliation has becn prepared with opening differences

In Revenue Bank reconciliation statement, there are some huge other debit and other Credits
which needs proper reconciliation.

It is noticed that in some unit, huge amount is shown as outstanding against materials and cash to
employees. The amount is quite significant in some of the units and outstanding in crores. These
advances should be recovered and properly accounted for

Major irregularities obscrved by the Zonal Auditors are as under:-

. Prayagraj Zone

There are discrepancies between the balances as per the bank statements and the balances
reflected in the Cash/Bank Book. The Company is in the process of reconciling these
differences. However, in certain units, entry-wise details have not been made available for
review. Consequently, we are unable o provide specific comments on these variances or assess
the potential impact of the un-reconciled items on the financial results of the Company.

The reconciliation in respect of Head Office Account could not be made available to us for our
verification. Accordingly, we are unable to comment on the differences if any and their impact
on the financial result of the Company. However, we have been informed by the management at
ZO level that the reconciliation of Head Office Account is done at Head Office level.

There has been some differences in the Balances as per Bank Statements and the Balances
shown in the Cash/Bank Book. The Company is in process to reconcile the differences. Such un-
reconciled items on which is more than 90 Days need 1o be reversed not carried out.

During the scrutiny of the Trial Balance for the financial year ended on March 31, 2026, it was
observed that in several AG Account Codes (as detailed in Annexure-{), the opening balances
and closing balances remained same throughout the year. No financial transactions were
recorded in these accounts during the vear.
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During the audit the Trial Balance for the year ended March 31, 2026, we have come across
instances that several AG Account Codes categorized under Liabilitics (such as Security
Deposits, Sundry Creditors, Earnest Money Deposits (EMD), or statutory provisions) are
showing negative/debit balances.

2. Azamgarh Zone

It was observed that the Revenue Bank Reconciliation Statements contain substantial
outstanding balances under Other Debits and Other Credits amounting to Rs. 11,58,95,751.97
{Debit) and Rs. 37,55,945.27 (Credit), which remain un-reconciled as on the reporting date.,
These entries require detailed scrutiny, reconciliation, and appropriate accounting treatment.
Certain deficiencics were also noticed in the preparation and monitoring of the Bank
Reconciliation Statements. In our opinion, the BRS mechanism needs to be strengthened
through effective internal controls, periodic review, and a defined timeline for clearance of
long outstanding items so as to minimize discrepancies and ensure accuracy of financial
records. Comparative analysis further indicates fluctuations in the balances of Other Debits and
Other Credits across various divisions, necessitating detailed examination for ensuring
consistency and correctness of accounting records. It was also observed that several bank
accounts, which are either closed or inoperative, are still reflecting balances in the trial balance
and require immediate review along with necessary corrective accounting action, including
adjustment/write-off wherever considered appropriate.

3. Gorakhpur Zone

In some of the units, Bank Reconciliation Statement (B.R.S) contains a long list of
‘outstanding” which are carried forward since long and very old outstanding entries which are
pending for reversal up to 31.03.26. Also, therc are many cheques pertaining to FY 25-26 and
earlier years which has not been collected by the bank as they are more than 90 days old,
resulting in ‘Stale Cheques’.

There are differences in Bank Balance as per Cash Book and Bank Balance as per MTB in some
units.
it was observed that in EDD Deoria, Revenue Balance of Bank is negative as per MTB.

A substantial amount is given to the employee’s as T.I/P.L. (Temporary Imprest) at each of the
unit. Tl & PI arc requested te be closed with a year from the date of its issue but the same is not
being followed. Also, it was observed that adequate internal controls with respect to T.L./P.I.
were weak in most of the units.
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The confirmation of inter-unit account balance in respect if the above is not available at any of
the units and in absence of the confirmation the inter-unit balances shown as per M.T.B. remains
unverified. There is no reconciliation Statement in respect of inter-unit balances and
differences/discrepancies if any, is not at all known, confirmation of balances are urgently
required for audit purpose, without which the authencity of the figures can’t be determined.
Alsolnter-Unit balances including H.O. have not been reconciled as on 31.03.2026.

Mirzapur Zone

It has been observed that the balances appearing under personal accounts, including advances,
deposits, creditors, securities, and other similar heads, are subject to confirmation and
reconciliation.

On examination, it is noted that a substantial portion of these balances has been outstanding for
a considerable period, raising concerns regarding their realizability. In the absence of timely
confirmation and supporting documentation, many of these balances appear doubtful of
recovery.

Necessary steps may be taken to obtain confirmations, reconcile balances, and appropriately
review the recoverability of such long-pending items.

As per zonal auditor, certain ledger accounts are carrying abnormal and irregular balances,
which are contrary to their natural accounting character. Specifically, several income accounts
and liability accounts are reflecting debit balanccs, whereas certain expenditure accounts and
assct accounts are carrying credit balances as on the balance sheet date. Such abnormal balances
are indicative of incorrect, incomplete, or reversed accounting entries and are not in consonance
with the principles of double-entry bookkeeping or the requirements of Ind AS and Schedule 111
of the Companies Act, 2013.

The Bank Reconciliation Statements (BRS) contain certain long-pending outstanding entries
which have been carried forward over a period of time. It is observed that these items require
periodic review and timely reconciliation to ensure proper adjustment in the books of account.
The observations in relation to BRS are broadly as under:

. Certain old outstanding entries are pending reconciliation against unacknowiedged
receipt/other credit and un-cashed cheques.

. Special attention is required in respect of cheques which have been dishonoured, as their
proper accounting is necessary on a timely basis, along with charging the same to the respective
customer ledgers, wherever applicable. ,

. Cheques deposited but not yet credited and other reconciling items require regular follow-
up for clearance.

. In certain cases, bank charges and other debits are required to be recorded on a timely
basis to ensure completeness of accounting records.

-
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The BRS format may be further streamlined to ensure better segregation and clarity of timing
differences and other reconciling items.
Details as on 31st March 2026 are summarized hereunder :-
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BALANCE AS PER | BALANCE AS PER
NAME OF LINIT BANK AFC NO. CASH BOOK BANK DEFFERENCE REMARKS
EDD KACHHWAN CENTRAL BANK OF INDIA-
162201849 3,00,64,.50d.33 3,00,64504.33 | i
1. Cheque unencashad of A3, 5.62
Lac
2. Other Debit Rs 2.02 Lac
3. Cther Credit Rs. 685.11 Lac
4. Differece In Remittance Rs,
CENTRAL BANK OF INDIA- 21017 Lac
1622601838 171 600.00 4,67 3083500 4,65,59.235.00 5. Theft of Rs. 1 72 Lac
EDD MIRZAPUR CFNTRAL BANK GF INDHA -
1622600 E72 30.384.08 30.384.06 - |-
1. Cheque unéncashed of Rs.
194,86 Lac
2. Onher Debit Re 245,05 Lac
3. Other Credit Rs. 373.71 Lac
CENTRALBANK OF INDiA- 4. Totalling Erorin csh book Rs
1622601683 169,027172.2 1,00,23,032.00 -G8, 79,6R5.22 12.59 Lac.
EDD CHUNAR 1. Flexi Deposit Rs, 31.50 Lac
BANK OF BARCDA- 2. Unexplained ditference of Rs,
28450200012751 45,29 305,64 524,189 64 -40,06,116.00 |8.55 Lac.
1. Uncashed CHEQUES of Rs. 1841
Lac
2. Other Debit of Rs. 0,33 Lac
BAMK OF BARGDA,.- 3. Cash Deposited not taken in
2845020001 2750 32 06.929.83 31,35,799.40 -11.190.43 |Cash Book Rs 0.40 Lac
EDD-t BEHADOH! 1. Uncashed CHEQUES of Rs. 0.41
Lac
2. Other Dabit of Rs, 19.57 Lac
FCICH BANK-08 2005002550 £3,72,17%.87 37,32,293.48 -16,39,883.39 |3.Other Credit of As. 2.75 Lac
1. Other Credit of Rs. 157652 tar
2. Other Bebit of Rs. 137 03 Lac
3. theque deposited but nat
acknowledged by Bank of Rs,
1377.70Lac
4. Old Differente of Rs. 9.08 Lac.
1CIC) BANK-062005032541 1261377328 75454639 -3.18,59,226.89 |5. Propet Recociliation not dope,
ECD-1l GOPIGAN
HOFC BANK-S020002 7834171 1,13,19,602.0¢ 1,18.19,602.00 - -
1. Uncashed CHECWIES of Rs, 16.44
Lac
2. xher Debit of Rs. 1.25 Lac
HOFC BANK-S02000278% 3856 17,49,707.48 11800 -17,43,58%.49 |3.0ther Credit of Rs. 0. 20 tac |
EDD ROBERTSGANI L. Other Credit of As. 37 24Lac
HEFC BANK-SD200002 27 7691 1.2.67,37/.58 43.34,250.22 -83,28 128 36 |2. Other Debit of Rs. 12052 Lar
1. FexiDeposit Rs. 150 tac
2. Unexplained Difference Rs.
HDFC BANK-S0200002277728 1,76.45.320.55 482,064, ED -1,71,63,255.95 |21.99 Lac
EDE PIPR Railway Bank Guarartee of Rs. S
HOFC BANK-19177620000010 48,84, 208. 87 43,84 209.87 -5, 003, 000.00 |Lac
1. Dher Credit of Rs. 12.91 Lac
2. Other Debit of fis. 14.06 Lac
3. Unencashed Cheque Rs,
HOFC BANK-193177620000017 21,75,11.916.83 2,92.79,56567 | -18,82.52, 351 26 [1881.37 Lac
EDC SONBHADRA 1CHC 1 BANK-089 105000853 2,42, 560.00 24255000 - |-
ETE ROBERTSGANI PUNJAB NATIONAL BANK-
Q413002100028197 - - L
CHIEF OFFICE MIRZAPUR
HDFC BANK-1087 7620000125 14,074,398 356.61 -13.717.78 |Flex| RD Account
ZA0 MIRZAPUR BANK OF BARODA-
1033000015510 34,976.10 3497610 - I
ETD MIRZAPUR PUNIAB NATIONALBANK-
3866002100000473 - - - -
EWC MIRZAPUR PUNJAB NATIOMAL BANK-
3866002 100014193 12832.08 81.61,92409 61.49.092.00 |Undeared Cheque of Rs. 2149 Lac
ESWD MRZAPLR
HOFC BANK-1087 7620000108 20,54 814. (0 20,26,015.00 -8, 795.0G |Bank Chaiges, et
EBC MIRZAPUR PUNJAB NATIONAL BANK-
fhices: 2866002 1000 1 049 a0 73 094,87 80,731,094 87 - I
STirhps DasthiPRl 043851 Joep dRnhmadmr oF INoia-| opalgan;: Bhopal: tlyderabad: Pune; Jhipur;
32463488616 F42501 8390026, 76 | | 90744200856 BAFIDE0GA] |- PRII266600 9387881288
immmux 136 Mumbai: Hatua . Noida: Ranchi Lucknow: uwahati:
HOF SBARR 1 Bl 62000041 510499208 00m0.00 | | 86 0068060 T350(0KiE O0the r CroHiBRFORIDEA #39045419
ETD BHADCH| 1CICI BANK-08200500:2557 7 e - - _
EDC BHADOH! NA . .
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5. Varanasi Zone

The overall position of Bank Reconciliation (BRS) is improved a lot in comparison with

previous year in most of the Divisions. But still many entries pertaining to Stale Cheques, Bank

Charges, credits in Bank accounts etc. are outstanding in BRS since long.

The irregularities noticed in BRS are as under:

(a) Unexplained Old differences in BRS since long carried year by year without any details and
explanations.

(b) Un-cashed Stale cheques position improved but still some divisions have few entries need to
be reconciled/ reversed

(c) Other credit and debits entries pertaining to period older than 03 months in most divisions.

Offices;
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Units Where unexplained old differences are there :-

SI. [ Unit Name Differences Remark

No

1 UEDD-1 Bhelupura 72829.95 | Stale cheque of Rs 45039
(Rev A/c) (3cheques)

2 EDD-1 Harahua 2581194.41 | Included Rs 2514274 .41,
Varanasi (Rev A/c) olddifferences carried forward

from April 2008.

3 UEDD- 2313920.31 | Difference include Bankcharges
IIChaukaghatVaranas not booked Rs2756388.50 ,
i(Rev A/c) amount wrongly excess posted

in books Rs 1657960. And
amount credited by bank but not
debited by book Rs 3611466.72

4 UEDD-V  Varanasi 1325081.99 | Includes stale cheques
(Rev A/¢)

5 EUDD —-VI1 Ashapur 3045369.60 | Included Rs 27,38,790.60b/f
Varanasi (Rev A/c) from Bank reconciliation

Statcment of
2988012100000670 dated
31.03.2017. Rs13308 Bank
charges is also part of
reconciliation.

6 UEDD-VIII Varanasi -12033.23 | Rs191614.00Uncashedcheque
(Rev A/c)

from17.05.2019 to 30.06.2025

Rs556760.00Untraceable RTGS
and cash Deposits

Other credit include amount Rs
1142761.00 from 01.06.2019 to

13.01.2026.
7 UEDD-III  Varanasi | 2,25,07,688.15 | Included Rs 21992059 1 5of
Machhodari(Rev a/c) March 2012 carried forward.
8 EDD- Chandauli-1] 327935882.13 | Out of total difference Rs
(Rev Alc) 327916680.13 is the Difference

between opening Balance of
cash book & Bank. This is
outstanding from last several

\_ years. J
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EDD Mughalsarai
{Rev A/c)

949834.17 | Total Rs76530083.64un-
cashedcheque.Diff in Oct2013
Bank Reconciliation Rs.
202548883.02, Amount
short/excess taken in main cash
book Rs. 13,56,28,566.25+Rs.
280530.92. Other debits up to
march 2021 76170437.97
alongwithRs 1820753.94.

Other credits includes Rs
323470652.80 + 288461.07
.Difference related to RODO &
SLLC Rs. 60,21,141.68, Extra
Dish Rs. 65,089, Cash Balance
Difference 8,29,66,404.12 &
Extra remittance shown in cash
book Rs. 257192764.44.

10

EDD-III Jaunpur
(Rev A/c)

1,08,46,301.96 | Includes old difference of Rs,
4.20,87,244.54 as on
March2023, bank charges of Rs.
3,33,220.80 as on March2026,
credited by bank but not debited
by unit of Rs. 37600251.19 as
on March 2026 and excess
posting of Rs. 70,000 as on
March 2025,

11

EDI>-
I'VJamaniaGhazipur
(Rev)

-23386515.69 | Net differcnce included the
figure of Rs23978440.85 with
remark Extra Remittance shown
in cash book.

Bank charges of Rs55713.04
also mentioned in Reco.

12

EDD-II Ghazipur
(Rev A/c)

-796009.00 | Un-cashcheque only.

13

EDD-I Varanasi
(Exp A/c)

8526459 40 | Include the amount of
Rs8028327.00 with remark
other credit deposit

14

EDD-II Varanasi
(Exp A/c)

-1,23,08,506.05 | Rs.16,26,753 Outstanding
cheques up to 03/26 included
balances from March 2021.

Other Credits amounts to
37,25,416.55 and other debit

Oftices:

New Delhi: 9916438512 Dichradun:
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includes Rs. 9749116.07, Sweep
Credit Rs. 12,25,50,000, Sweep
Debit Rs. 13,78,50,700, Sweep
Amount not taken in cash book
Rs. 12,556,401, Swecep Amount
not taken in cash book 04/2024
Rs. 2,000,000, NEFT received
not taken in cash book Rs.
22.36,568 and other amounts.

15

UEDD-IT Varanasi
(Exp A/c)

39889.00 | Included bank charges of Rs
42196 with remark bank charges
up to 03/26and 2307 as other
credit up to march 2026.

16

UEDD-VII
Kajakpura Varanasi

(Exp A/c)

2849559.84 | Outstanding cheque — Rs 78000/~
but no detail available in the
reconciliation.

Qutstanding cheques up to
31.03.2026 of Rs 28,04,508/-
are stale cheques.

These stale cheques need to
reversed to concerned account.

During the FY 2024-25, no
dctails provided for removal of
figurc of Rs 382845.00
outsitanding cheques up to
03/2024 which includes figure
from06.10.2G18 to 06.07.2022.
Rs 1223130.52with caption
other credits which includes
figure from 02.12.2021 to
18.11.2022.

17

EDD-1 Chandauli,
(Exp A/c)

-1216780.77 | Detail not available for
differences.

18

EDD Mughalsarai
(Exp A/c)

Difference included
28,30,930.24 | Debit balance in passbooks

* 205125.00

e 520237.64

Other debits figure of Rs
5,20,237.64 which includes Rs
4756414.18 belongs up to

Offices:
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31/03/2022 and also Rs -
3370080.00 for Sept. 2022 and
Rs -899624.00 for Dec 2022,

There is figures belong to Sweep
Account

04/2024
09/2025

Rs 6,48,99,812.00
Rs 6,38,50,000.00

Qutstanding cheques up to
04/2023 Rs 7761.40

Interest amount not taken in
Cash book up to April 2013 Rs
750211.00

Mistake in cash book March
2014 Rs 10,00,000.00

Debited by in cash book but not
credited by bank Rs
10,57,260.00

Totaling mistake in cash book
March 2015 Rs 23528.00

Amount in passbock but not in
cash book Rs 9754.00

19

ECD Varanasi

-1370313.54

Dilference of up to 03/2018 —Rs
324729.00

Amount debited and credited by
Bank Rs -1708186.80

Debit Rs 128752207.00

Credit Rs 127044020.20

Reconciliation not matched with
the difference amount Rs
1370313.54.

Bank charges is not booked in
account hence profit/loss of the
unit is not correct.

20

Vigilence (Exp)

14997642.00

Include other debit as per bank
statement Rs 361225.00. The
nature of the amount is not
provided in the reconciliation.
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21 | EDD Chiraigaon 158456.42 | Included Bank charges Rs

Varanasi (Rev)

131279.42

Cash amt less deposited in Bank
Rs 3700

Trfl to Lucknow not posted in
books 30445,

In the case of Temporary Imprest, zonal auditor observed that the Zone has not complied with the
Corporation's rules and regulations regarding closure of Temporary Imprest (TI), which mandate that Tl
should be opened only against passed vouchers and must be closed within the same financial year.The
continued carry-forward of these balances beyond the prescribed period is not in conformity with
Corporation guidelines and may lead to risk of non-recovery and misstatement of accounts.

GL code | Op. Balance Debit Credit Cl. Balance
2421010 2000.00 - - 72000.00
24.22000 4416883.82 27076219.63 | 28793978.35 | 2734375.10
24.22010 92285.00 19560.00 53845.00 58000.00
- TOTAL 4511168.82 27095779.63 | 28847823.35 | 2794375.10

It has been reported to zonal auditors that the reconciliation of inter unit balances are still pending and
showing huge amount pending.

As per audit report of FY 20235-26, total demand of Rs.11.09Lacs is pending for TDS defaults in various
units of Varanasi Zone. There is no information furnished regarding the settlement of statutory dues
pending as on 31.03.2026 as the Settlement of statutory dues is being done at HO Level.

6. Basti Zone

In some unit Bank Reconciliation Statement (B.R.S.) contains very old outstanding entries which
are carried forward and pending for reversal up to 31.03.2026. Also, there are many cheques
pertaining to FY 2010-11 and which have not been collected by the bank as they are more than 90
days old, resulting in ‘Stale cheques’. Thus, the balance of “Receivables’™ does not show a true
position as such cheques have not yet been collected by the bank. These stale cheques should be
reconciled and reversal entry taken in cash book. Total Amount Rs.4,82,08,657.86.

Also There are huge differences in the balances with Cash Book & the Pass Books of different
unijts amounting to Rs.4,65,63,034.77.

We observed that a substaniial amount is given to the employee’s as T.I/P.I. at each of the unit
which should be closed as per the prevailing circular of the Corporation but certain units not
closed the T1 which is opened in earlier year/during the year and are still outstandingas on 31st
March, 2026, 2 huge amount of Rs.42,71,527.35 outstanding as TI on 31.3.2026.

Offices:
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d. Madhyanchal Vidyut Vitran Nigam Limited

i Bank reconciliation statements at some of the divisions/ units have not been properly prepared and
various old un-reconciled cntries are appearing in the bank reconciliation statements in various
units at zones/ head office since long periods which require adjustments and appropriate
accounting in the books of account. Similarly, the copies of bank statements were available but
proper balance confirmation certificates/statements, duly authenticated by the bank were not
available in many cases.

As reported by zonal auditor of: -
Ayodhya Zone

» The divisions are having differences in bank balance as per their MTB and balances as per
Bank Statements amounting to Rs. 35.12 Crores. Most of these entries are pending for last
many years and have not been adjusted in accounts.

e Interest received from banks (AG Code 62.27) and Interest on Fixed Deposits (AG Code
62.223) total Rs.1.86 Lakh only has been accounted. Only few units’ accounted interest
from bank as Income because most of units kept the interest income in BRS. Income Tax
deducted at Source (ITDS) on such interest has not been accounted in books of account.
No, Certificate from bank regarding FDR baiances, Interest earned on FDR, Interest on
Saving Bank Accounts and ITDS has been obtained.

Lucknow Zone

BRS have been prepared by the units which contains old/ pending and opening differences
pertaining to previous financial years which arc yet to be reconciled by these units. These
differences are mentioned as ‘other credits’, ‘other dcbits’ as well as ‘uncashed cheques. These
huge differences are need to be reconciled. As per the information given to us, there “other credits’
denotes the amounts received but the same is not yet traced to the consumer and due to which it
does not become part of the income/ realization. In addition to these, for the current year as well,
balances of debit and credit entries are forming part of BRS.

Barcilly Zone

Cash book and bank reconciliation should be linked with the ERP system. In one unit an excess
amount of Rs. 10 Lakhs is reflected under cash in trial balance which was due to adjustment of
tax by Income Tax Department, for which necessary correspondence going on for claiming
refund of this amount.

Lesa CISS Gomti Zone

Difices:
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Bank Reconciliation statement of all divisions is completed as on 31.03.2026. However, in case
of revenue Cash Books of few divisions under Zone, the bank reconciliation prepared by
divistons is showing unidentified debit entries and credit entries outstanding which are required
to be thoroughly examined and appropriate steps be taken for adjustments and appropriate
accounting in the books of account. The exact financial impact on financial statement cannot be
ascertained at this stage.

D. Capital Work in Progress

b.

Purvanchal Vidyut Vitran Nigam Limited:

i. GOVERNMENT FUNDED PROJECTS

RDSS PROJECT-

(i) As per information and records provided to us, levy of LD deduction is pending for some
vendors.

(ii)Liquidated Damages of ¥58.60 Crores, Interest on Mobilisation Advance to Vendors
amounting to ¥11.03Crores and Rebate aggregating to ¥22.53Croreshave been accounted for in
AG Code 46.104 and disclosed under “Other Financial Liabilities (Current). The same should be
reduced from Capital Work in Progress as per Ind AS 16. Hence, the CWIP and Current
Liabilities are overstated to this extent.

(iii) As per the information and records provided to us during audit, the Contractors arc
deducting TDS on Interest on Mobilisation Advance However, in absence of clear guidelines
from REC and UPPCL, the Company is not declaring it as income. This may lead to demand of
Income Tax in future due to mismatch in TDS credit and corresponding declared income.

ii.  As reported by the Zonal Auditors, the status, situation and condition of Capital Work in Progress
is not available for verification.

iii. Capital work in progress includes advance to Supplicrs/ Contractors amounting to ¥29.57 Crores.
As reported by some of the zonal auditors, name and age-wise break-up of the same is not
available, hence we are not able to comment upon the same.

Madhyanchal Vidyut Vitran Nigam Limited:

As reported by the zonal auditor of Trans Gomti Zone, in some units, we observed that Capital
Expenditure in Progress account reflects a credit balance in some GL in closing balance but on AG
code basis it is reflecting debit balance which needs proper reconciliation/transfer to proper code.
Also, some internal Auditors report a delay in Capitalization of WIP to Fixed assets A/c even after
completion of assets.
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INDIA

Ageing figures provided in Capital work In Progress Ageing schedule (Format-4) accuracy could not
be verified by us. Data related to Capital work in progress, whose completion is overdue or has
exceeded its cost compared to its original plan is not provided as it is explained to us that same is
under reconciliation,

E. INVENTORIES

a. Pashchimanchal Vidyut Vitran Nigam Limited:

i.  AsperPara 9 of IND AS 2, “Inventories shall be measured at the lower of cost and net realizable
value”. The company has the policy of valuing inventories at cost basis, while it is required to be
valued at cost or net realizable value, whichever is lower. This policy of company is not in line of
respective IND AS 2. Accordingly, the impact of non-compliance of the above IND AS on the
financial statements is not ascertainable.

b. Purvanchal Vidyut Vitran Nigam Limited:

During our review of inventory records, it was observed that the Company has not made any
provision for slow-moving and obsolete inventory iterns. As per applicable accounting principles
under Ind AS 2 — Inventories, inventories should be valued at the lower of cost and net realizable
value (NRV). In the absence of a systematic assessment of inventory ageing and usability, there is
a risk of overstatement of inventory value in the financial statements. The Company should
undertake a comprehensive review of inventory to identify obsolete or slow-moving items and
make appropriate provisions to reflect their realizable value accurately.

The Company has carried out physical verification of stores as on 31/03/2026 through
Departmental Committee. The major comments/ qualification of Zonal Auditors are as under: -

Gorakhpur Zone :-

The verification of stores was conducted by internal officers rather than independent auditors.No
movement analysis is available with the management to categorize the stock of Stores and Spares
into fast moving, slow moving, non-moving, and dead stock items, however, as informed by the
management, ABC analysis is available on the stock of Stores and Spares. Further, physical
verification of inventories has not been conducted by the management for all the units during the
reporting period, except for Stores and Workshop. As reported by the Stock Auditors, no material
discrepancics have becen noticed during physical verification of stores in the reporting period and
the discrepancies noticed were properly dealt with in the books of accounts; however, the Stock
Auditors have observed that the procedures of stock keeping are not proper, inasmuch as no
proper Bin Cards or location-wise inventory tracking system is in place, stocks are not placed
uniformly, no proper marking of storage areas exists for item-wisc or grade-wisc identification,
and stocks of differcnt categories are mixed and placed at multiple locations within the storage
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premises. In view of the above deficiencies in physical storage and stock management practices,
discrepancies, if any, in the inventorics cannot be ascertained.

MirzapurZone :-

Physical Verification of the inventory has been done at Stores Division. Inventory Valuation has
not been done till date of audit.

BastiZone :-

The value of inventory of stores & spares of diffcrent units/ divisions as on 31.3.2026 as per
Consolidated MTB of the Zone is Rs.110.36 Crores in terms of Ind AS-2 of the Companies
{Accounting Standards) Rules, 2015.

The difference of Rs.109.80 could not be explained.

Also, in absence of any documentary evidence, we were not able to verify whether physical
verification & valuation of inventory of stores & spares were carried out or not

AzamgarhZone :-

As per practice consistently following by the Company, Scrap is accounted for as and when sold.
Any shortage /excess of material found during the year end are shown as "material short/excess
pending investigation" till the finalization of investigation.

PrayagrajZone :-
Valuation of Inventory/Stock has been carried out physically by the stock auditor during the

year, therefore we have relied on valuation report submitted by the auditor. In some cases the
opening balance of inventory was not recorded sub-hcad wise in ERP software while the
Receipts/Issues of inventory during the year have been recorded sub-head wise under different
Sub-head of AG code resulting the negative closing balance in Sub-head of AG codes (22.20010,
22.20400, 22.20500, 22.20600, 22.22010, 22.30000, 22.32000, 22.42000, 22.72000), but overall
Inventory consisting of all capital material (AG-22) is showing positive balance. It has been
explained by zonal office that the opening balances have been recorded as per manual sub-head
and the Material transfer inward has been recorded in AG-22.4000 and Material transfer outward
has been recorded under AG-22.42000.

Varanasi Zone:-

Physical verification of the closing stock, stores and consumables is pending for FY 2024-25 and
FY 2025-26.

Also inventories is maintained at weighted average cost method, Physical verification report of
the closing stock, stores and consumables is not done till 31.03.2026. Inventory should be valued
at the lower of cost and net realizable value as per IND AS-2.

Kanpur Electricity Supply Company
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According to the information and explanations given to us, stores and spares (inventory) lying
with the third parties i.e. 'Advance to Capital Contractors' of Rs. 64.42 Crores grouped under the
head 'Capital Work in Progress' (Also Refer Note No. 3 of "IND AS FS") and 'Advances
Recoverable in Cash or in Kind or for value to be received' of 1.09 Crores grouped under the head
‘Other Current Asscts' (Also Refer Note No. 11 of "IND AS - FS") are accounted for based on
consumption staltements received in this regard. However, no confirmation and reconciliation of
the said inventory lying with the said third parties has been done at the year end. Due to non-
furnishing of complete information in this regard, the financial impact on the 'Inventories' under
'Current Assets' is not ascertainable.
d. Madhyanchal Vidyut Vitran Nigam Limited:

a) Ageing of inventory has not been done and obsolete items were also not identified and
adjusted for in the books of account in some cases. “Stock excess pending for investigation™
at LESA CISS Zone is Rs. 1.36 Crores and at Ayodhya Zone is Rs. 2.49 Crores, which is
pending for adjustment.

b) As per IND AS 2, “Inventories shall be measured at the lower of cost and net realizable
value”. The company has the policy of valuing inventories at cost basis, while it is required
to be valued at cost or net realizable value, whichever is lower. This policy of company is not
in line of respective IND AS 2. Accordingly, the impact of non-compliance of the above IND
AS on the financial statements is not ascertainable.

¢} Provision for unserviceable store of Rs. 41.76 Crores as appearing in ‘Note 7- Inventories’
continues since 2012-13 despite substantial increase in level of inventory to Rs 916.61 Crores
in 2025-26 as against Rs. 230 Crores in 2012-13. In absence of complete details, we are
unable to comment on the adequacy of provision on this account and its impact on financial
statements.

F. PROPERTY PLANT & EQUIPMENT

a, Pashchimanchal Vidyut Vitran Nigam Limited:
a. Property, Plant & Equipment registers are not properly maintained at ERP System by the
Company for the year ended 31st March, 2026. In the absence of complete details, we are
unable to quantify the impact of the same on the financial statements.

b. The management has represcnted that, to the best of it’s knowledge and belief, the title/lease deeds
of immovable properties acquired post transfer scheme are held in the name of the Company
but properties inherited in transfer scheme are still in the name of UPSEB. However, no title
deeds of immovable properties have been produced before us and in absence of such title deeds
vis a vis complete details of immovable propertics, we are unable to comment upon this.
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c. The Company has capitalized during the year, employce cost amounting to ¥277.11 Crore on ad-
hoc basis @15% on Deposit works, @13.50% on Distribution works and @9.5% on other
works on the amount of total expenditure. However, the Company does not have a practice of
specifically identifying such expenses attributable to additions to such CWIP or to the
acquisition of Property, Plant and Equipment or bringing it to its working condition, which is
not in accordance with IND AS-16. In the absence of sufficient and appropriate audit
evidences, we are not in a position to comment upon the correctness of the same. (Refer to para
2(D)(e) of Material Accounting Policies)

d. During the current Financial Year, the Company has replaced 13,39,950 number of old meters
with smart meters under AMISP scheme. However, the above said old meters have not
removed from the Property, Plant and Equipment. The property, plant and equipment value is
overstated to the extent. The impact of the same is not ascertainable.

b. Purvanchal Vidyut Vitran Nigam Limited:

o The Company has disclosed land of Z1.04 crores under Property, Plant and Equipment in the
financial statements. However, title deeds, ownership documents and other supporting records in
respect of various parcels of land were not made available to us for audit verification. Further,
complete details regarding location, area, survey particulars and ownership status of such lands
were also not made available/reconciled. In absence of title deeds and supporting documents, we
are unable to verify the ownership, existence and correctness of the land balances appearing in
the books of accounts and the conscquential impact, if any, on the financial stalements remains
unascertainable. The aforesaid matter is not in consonance with the requirements of Ind AS 16
and Ind AS 1 relating to recognition, existence and reliable presentation of Property, Plant and
Equipment.

¢ As per the records and information provided to us, a balance amounting to ¥1,16,34,185.32
pertaining to Computers and Printers under AG Code 14.906 continues to be reflected under
Capital Work-in-Progress (CWIP), despite the assets being reportedly completed and ready for
intended use. The Company has not transferred the said amount from CWIP to the relevant
category of Property, Plant and Equipment (PPL).Consequently, Capital Work-in-Progress is
overstated and Fixed Assets are understated by ¥1,16,34,185.32. Further, depreciation on such
assets has not been recognized, resulting in understatement of depreciation ¢xpensc and
understatement of loss to that extent. However, in absence of complete asset-wise and date-wise
details relating to capitalization and commissioning of the asscts, the exact impact of
depreciation could not be quantified. The aforesaid accounting treaiment is not in compliance
with the requirements of Ind AS 16 “Property, Plant and Equipment”, which requires
capitalization of assets when they are ready for their intended use and recognition of depreciation

accordingly.
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e The Company has stated that no impairment of assets is required as on thc balance sheet date
under Ind AS 36, considering that the assets are carried at historical cost and are largely old in
nature. However, no physical verification of fixed assets has been conducted, as also reported by
the Zonal Auditors, and no formal impairment assessment or supporting documentation has been
made available to us. In the absence of adequate cvidence regarding the existence or non-
existence of impairment indicators, we are unable to verify the appropriateness of the carrying
value of Property, Plant and Equipment and the consequential impact, if any, on depreciation,
amortisation, or profit/loss for the year remains unascertainable.

e As reported by the Zonal Auditors, the Fixed Assets has not been verified during the year and
Fixed Assets Register stating nature of assets, date of addition, its location, actual cost etc. is not
up to date.

c. Kanpur Electricity Supply Company Limited:

(a) (i) The land of the company is on lease from U.P. Power Corporation Ltd. ("UPPCL"™) @ 1 per
month in compliance to the UP Transfer of KESA Zone Flectricity. Distribution Undertaking
Scheme 2000 issued vide notification No 186/XXI1V-1-2000 dated 15/01/2000. The above also
includes Plot no 4, block 96. area 10198.53 sqm & Plot No 54, block-14, area 5958.24 sqm. The
lease period of these two plots ended in the year 1994. After the completion of lease period, the
process of converting lease land in to free hold land could not be done due to some administrative
constraint, "The Company KESCO" is fully exercising its right on the use of above plots
undisputedly and there is no legal litigation over the use of this piot/land in any forum. (Also
Refer Note No. 29-6(d) of "IND AS FS").

(ii) As informed the value of such land is yet to be ascertained by UPPCL. However, we have not
been furnished with the lease agreement and other related records pertaining to such land. As a
result, we are unable to assess the financial impact on "Ind AS F.S." of the aforesaid.

{b) The company has not separately identified / disclosed, capital and rotational spares in its
financial statements.

d. Madhyanchal Vidyut Vitran Nigam Limited:

i We draw attention to para 3(I)(e) of General Information and Significant accounting policies stating
that employee cost to capital works is capitalized @ 15% on deposit works, 13.50% on distribution
works and 9.5% on other works. Further, it was noted that a sum of Rs. 532.78 Crores of ‘Employee
henefit expenses’ has been capitalized to fixed assets out of total ‘Employee benefit expenses’ of
Rs. 895.16 Crores incurred during the year.
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In our opinion, capitalizing ‘Employee benefit expenses’ on fixed percentages of ‘asset costs’
instead of ‘Employee benefit expenses’ which are directly aftributable for such construction, is
neither in accordance with generally accepted accounting practices nor as per Ind AS-16. The
impact of such capitalization of ‘Employcc benefit expenses ‘to fixed assets, as above, on the
financial statements is not ascertainable at this stage in abscace of complete details.

ii. The management has represented that, to the best of its knowledge and belief, the title/lcase deeds
of immovable properties acquired post transfer scheme are held in the name of the Company but
properties inherited in transfer scheme are still in the name of UPSEB. However, no title deeds of
immovable properties have been produced before us and in absence of such title deeds vis a vis
complete details of immovable properties, we are unable to comment upon this.

iii. As per the latest Physical Verification Report of Fixed Assets, certain fixed assets recorded in the
company’s books are physically located and used at UPPCL Shakti Bhawan and CCC Hussain Ganj
tike ERP Data Centre, Meter Lab Equipment, GD Generator, Transformer, Headphones. According
to Ind AS 16, assets must be controlled by and previde economic benefits to the reporting entity;
assets located offsite under another entity’s possession may not fulfill this control criterion. In view
of the above and considering the requirements of Ind AS 16 relating to recognition and control of
Property, Plant and Equipment, the ownership, control, and futurc economic benefits associated
with such assets require appropriate examination and reconciliation. Since these assets are located
and being utilized outside the operational control of the Company, we are unable to comment upon
the appropriateness of their continued recognition in the books of the Company and consequential
impact, if any, on the financial statements.

iv.  Asreported by the zonal auditor of Ayodhya zone and Lucknow zone following discrepancies were
noted:

a) Ayodhya Zone:

Theft of assets (AG code 18) have old balance of Rs. 101.90 Lakh in three divisions (code 592,599
&602) for which provision has been made at H.O. but present status has not been explained to the
zonal auditors.

b} Lucknow Zone;

During the course of audit, it was observed that an amount of Rs. 3.08 crores is reflected under G/L
Account Code 18 — “Theft of Fixed Assets” in both the opening and closing balances of the Monthly
Trial Balance. To this extent, there is overstatement of fixed assets and the decision for the same
should be taken at H.O. level.

Further as explained to us regarding the provision for theft of fixed assets, the same has been
accounted for at the Headquarters.

(. Non-Reconciliation of Inter Unit transactions.
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a. Pashchimanchal Vidyut Vitran Nigam Limited:

The Company has shown ¥792.18 crores as Inter Unit Transfer under the head of Other Current
Financial Liabilities. No further details of these amounts are disclosed in the Financial Statements.
Management has informed that the reconciliation of these entries are under process. Consequential
impact of the same on the financial statements is not ascertainable. (Refer to in Note-i18 to the
Financial Statements).

b. Purvanchal Vidyut Vitran Nigam Limited:

a) The Inter unit balance has not been reconciled and are pending since long due to which net amount
of 696.96crores having debit balance has been shown as Inter unit transfers in the Balance Sheet.

b) The confirmation of Inter-unit account balances are not available and are under reconciliation
process as informed to us. In the absence of confirmation the Inter-unit balance shown as per
MTB remains unverificd. Except this, the reconciliation statement in respect of Inter-unit balances
and differcnces/ discrepancics, if any, is at ali known and accordingly accounted in the MTB, as
informed to us.

c. Madhyanchal Vidyut Vitran Nigam Limited:

i The company is in the process of reconciliation of various types of inter unit transactions. Inter-
unit account showing net debit balance of Rs. 161.34 Crores (P.Y. Rs. 357.88 Crores) under *Note
11- Other Current assets’ is represented by large number of un-reconciled entries under various
heads like [UTs within zone, IUTs outside zone etc. since many years.

ii. The company’s’ inter-unit transfer balances were significantly reduced during the year with
respect to which detailed workings or supporting documents were not provided to us.

iii. On analyzing the differences in IUTs for the current year, following major unmatched amounts
were ascertained in difterent heads.
Amount (Rs.) in Crores

Particulars Dcbit Credit Net Differences
Liabilities for IUT-With in Zone 91.25 189.19 (97.94)
Other Adjustments- Outside Zone 60.70 224.51 (163.81)
Fund Transfer by HQ 0.14 0 0.14
Remittance to 11Q 7.68 0.59 7.09
Accts-Cash -Outside Zone 0.04 0.02 0.02
MATERIALS-Outside Zone 0 104.08 (104.08)
Central Receipts on behalf of Divisions 571.00 591.96 (20.96)
MATERJIALS-With in Zone 184.26 1.26 183.00
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H. Impact on Profit & Loss Account

a.

C.

The detailed list of these unmatched entries during the year, along with reasons of their non-
adjustment were not available to us for our verification. The impact of such non reconciliation on
the financial statcments of the company is not ascertainable at this stage.

Pashchimanchal Vidyut Vitran Nigam Limited:

During the current Financial Year, The Company has replaced 13,39,950 number of old meters with
smart meters under AMISP scheme. However, the above said old meters have not removed from the
Property, Plant and Equipment. The depreciation against the same has also been accounted for
during the year. Hence the value of depreciation expenditure in profit and loss account is overstated
to the extent. The impact of the same is not ascertainable.

d.

Dakshinanchal Vidyut Vitran Nigam Limited:
The Company following its holding company office memorandum dt. 12.03.2024 has clubbed

long outstanding (12.08.2003 - transfer scheme balances} balances of various accounting heads
(fundamentally debit balances) under GL 28.86900 ‘Asset Migration Account’ of 354.86 crores
and accounting heads (fundamentally credit balances) under GL 46.97500 ‘Liabilities
Migration Account’ of 17.92 crores, for which no balancing/reconciliation is available. In our
opinion in absences of any reasonable certainty for the recovery/payment, both such balances
shali be written off to profit & loss.

b. Company under Note 32 ‘Exceptional Items’ has booked additional provision for losses due to

a.

Offices:

DIIFL for Notional Interest of 212.63 Crores related to GPF liability and Notional Interest of
%9.42 Crores related to CPF liability, in our opinion, this is a contribution for the benefit of
employee should be classified as employee benefit expenses instead of exceptional items in the

statement of profit and loss accounts.

Purvanchal Vidyut Vitran Nigam Limited:

Tax Deducted at Source (TDS) has not been deducted on certain provisions made at year-end

towards expenses/payables. This is not in compliance with the provisions of the Income Tax
Act, 1961, which require TDS to be deducted at the time of credit of such expenses to the
account of the payee or at the time of payment, whichever is earlier, even if the amount is
credited to a provision account. Non-compliance with these provisions may result in
disallowance of the related expenditure under Scction 40(a)(ia) of the Act, and may also attract
interest, penalties, and other consequences as per applicable tax laws.
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b. As per information provided to us, total default of ¥0.06 Crores is outstanding for late filing/ late
deposit/short deduction of Income Tax TDS. As the nature of default is not known, we are
unable to comment upon its impact on the profitability of the Company.

c. The Company has not made provision for certain expenses pertaining to FY  2025-26, details of
which are as under:

Sl No, | Audit Fees Amount(¥ in
crores)
1 Fees for Special Audit of Bill Revision 0.58
2 AMC Expenses for maintenance of SAP from 13th | 0.77
February 2026 to 31 March 2026
Total - 1.35

Consequently, expenses and corresponding liabilities are understated by X1.35 Crores and
loss for the year is understated to that extent. The aforesaid accounting treatment is not in
compliance with the accrual basis of accounting prescribed under Ind AS 1 “Presentation
of Financial Statements” and Ind AS 37 “Provisions, Contingent Liabilities and Contingent
Assets”. As the GST registration status of the Special Auditors is unknown to us, we have
ignored the impact of GST.

d. As per the records examined during the course of audit, interest expense amounting to 7.38 crore
pertaining to loan availed from Power Finance Corporation (PFC) has been incorrecily
accounted for and disclosed under interest relating to REC Limited in the Statement of Profit
and Loss. Due to the above misstatement, Interest of PFC understated and Interest of REC is
overstated. The aforesaid accounting treatment has resulted in incorrect
classification/disclosure of finance cost rclating to respective lenders in the financial
statements.

d. Kanpur Electricity Supply Company Limited:

1. Exceptional Item Dr. Rs. 7.95 Crores:

UP State Power Sector Employees Trust and UP Power Corporation CPF Trust vide its letter
GPF Trust Letter No. 47814 dt 15/04/2026 and CPF Trust Letter No. 47756 dt 15/04/2026
intimated the allocation of loss incurred in investment made in DHFL in form of loss of
notional interest. The company has accounted for the same and shown under the Note no.-28
of IND AS-FS-Exceptional items in the statement of Profit & Loss Account. The documents /
information available was not adequate for forming an opinion (Also Refer Note No. 29-32
of "IND AS F8").

2. The various Expenditure like Employee Expcnses, Repair & Maintenance Cost and
Administrative & General Expenses etc. and various income like interest on FDRs/Bonds,
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gains on mutual funds etc. occurred at U.P. Power Corporation Ltd. has been allocated to all
the Distribution Companies vide Debit/Credit Notes. This Allocation of Expenses in
Companies have been made in compliance with the O.M. No. 743 dated 10.06.2020 and
allocation of income has been made in compliance with the OM No. 2433 dated 18.12.2024
of U.P Power Corporation Ltd. However, the said expenses and Income have not been
separately depicted in the respective notes to the Statement of profit & loss as a separate line
item in the IND AS-FS. (Also Refer Note No. 29-15 of "IND AS FS").

3. As per the instructions issued by UPPCL vide letter no 1376/14-PCL/2021 dt 24.06.2023 in
compliance with the orders of Honorable High Court, a Special Audit on various aspects of billing
parameters has to be conducted through independent CA/CMA firms for the period FY 2021-22,
FY 2022-23 and up to 30.09.2023. The said Orders of the Honorable High Court were not
available for our verification. However, as informed the work for the same is under progress it is
not possible to ascertain any impact on the financial statements for the year under audit.

4. Unbilled Revenue in respect of sale of electricity is recognized on the basis of fifteen days’
assessment considering the average assessment for the preceding threc completed calendar months.
Thus, Unbillcd revenue has been accounted for on an estimated basis instead of bascd on actual
figures which were ascertainable from bills raised subscquently, as an event occurring after the
Balance Sheet date. (Amount unascertainable). (Also Refer Note No. 29-41 of "IND AS FS§")

I. Non-Compliances of Ind AS/Schedule-IIT and Other Provisions of The Companies Act-2013 (other
than those mentioned above)

a. Pashchimanchal Vidyut Vitran Nigam Limited:

BORROWINGS

i. Non-current Borrowings of ¥3742.57 Crore have been shown in Note No.13 to the Financial
Statements. IND AS 109 requires management to classify all the financial liabilities and assets at
amortized cost using effective interest rate mecthod. Transaction cost has been netted off in
borrowing upon initial recognition but the management is unable to comply with the effective
interest rate method stating that, being a government company, all loans are backed by the State
government guarantee or by charge on Assets. {t is also stated that the loan is squared off by many
ways such as conversion into bonds, equity and subsidy by State Government. As a result of this,
we are unable to comment upon it.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

i.  As per Para 16 of IND AS 37, the company is required to disclose Court Cases going on at the
end of financial vear, brief description related to nature of the contingent liabilities and estimate
of its financial effects and possibility of reimbursement. The company has disclosed only total
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possible impact in Notes on Accounts of Annual Accounts at point no. 18(B)(II), which is not
complied with complete disclosure requirement of IND AS 37. Accordingly, the impact of non-
compliance of the above IND AS on the financial statements is not ascertainable.

ii.  Amount as disclosed in respect of claims/pending court/ arbitration/legal/tax cases have not been
properly compiled and ascertained as per IND AS-37 “Provisions, Contingent Liabilities and
Contingent Assets”. No amount of capital commitments in respect of estimated amount of
contract remaining to be executed on capital accounts ascertained. In the absence of details
thereof, impact of the same upon the financial statements is not ascertained. (Refer Note No.
18(BX1I) of Notes to accounts, regarding contingent liabilities)

iti.  Classification into disputed and undisputed debtors are not at all done in Note No. 7 of Financial
statements as per the requirement of amended schedule iii of the Companies Act 2013. The
company have arrears of ¥5481.07 Crore outstanding from more than 3 year for which
management informed us that all these arrears arc recoverable and sufficient provision has been
made. The Company made the provision on non-government debtors for 0 to 3 months, 3 months
to 6 months, 6 month to | year, | year to 2 years, 2 years to 3 years and above 3 years
respectively in compliance of directives issued vide notification titled G.S.R. 635(E) dated 10
October 2024, issued by the Ministry of Power under the Electricity Act, 2003, formally the
“Electricity Distribution (Accounts and Additional Disclosure) Rules, 2024, which is not in
adherence to the provisions of IND AS 37.

iv.  Further, as per INDAS 37, INDAS 109 and applicable financial reporting framework, the
company is required to make 100% provision for doubtful dcbts more than 3 years, whereas the
company has made provision of 80% as per notification titled G.8.R. 635(E) dated 10 October
2024, issued by the Ministry of Power under the Electricity Act, 2003, formally the “Electricity
Distribution (Accounts and Additional Disclosure) Rules, 2024,

v.  Refer Point No. 1(c), 2(VIXb) and 2(VI)(f) of Significant Accounting Policies, wherein
disclosure has been made for certain items which have been accounted for on cash basis/cut-off
date basis, which is not in consonance with the accrual basis of accounting required by the Indian
GAAP. Due to cut off date basis of accounting, the accounting for provisions in the books of
accounts is not in consonance with IND AS-37 “Provisions, Contingent Liabilities and
Contingent Assets” is not verifiable. Accordingly, the impact of non-compliance of the above
IND AS on the financial statements is not ascertainable.

vi. During the year the company have made 100% provision on account of theft of fixed asset
amounted to T 18.91 Crore has been classificd under Financial Asset (current) , however it
sheould be covered under Fixed Assel (Non Current).

STATUTORY COMPLIANCES
a) Besides non-compliance of IND AS referred above, compliance status of other accounting
standards arc as under:
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INDI A

i. IND AS-1: Policies relating to provision made against (i) advances to suppliers/contractors
(ii) Slow/non-moving and unserviceable stores, (iii} bad and doubtful debts (ivjadvance to
employees and others are not disclosed under Annexure "Significant Accounting Policies™
annexed with Financial Statements as required in IND AS-1. Accordingly, the impact of
non-compliance of the above IND AS on the financial statements is not ascertainable. IND
AS-20: Accounting for Government grants / subsidy is done on the basis of advice from
Uttar Pradesh Power Corporation Ltd., (the holding company), which is not in accordance
with accrual system of accounting as required by Indian GAAP and also not in consonance
with the IND AS-20 “Accounting for Government Grants™. Impact of non-compliance of the
above IND AS on the financial statements is not ascertainable. (Refer to 2(X) of ‘Significant
Accounting Policies’ to the Financial Statements. )

ii. IND AS-36: All the assets of the company are recorded at their historical values without
arriving at their recoverable amounts and arriving at amount of impairment of loss.
Company's submission that "their recoverable amount is higher of the assets’ net selling
price", has not been substantiated. In the absence of fixed assets physical verification, {ixed
assets register, techno-economic viability assessment and calculation and determination of
Cash Generating Unit, we are unable to comment whether any impairment loss has remained
un-assessed or un-provided for in accordance with IND AS-36 “Impairment of Assets”.
Impact of non-compliance of the above IND AS on the financial statements is not
ascertainable.

b) Provision for accrued liability on account of pension has been made al a fixed percentage based
on actuarial valuation report dated 09-11-2000, which is very old and is also against the
provisions of IND AS 19. Accordingly, the impact of non-compliance of the above IND) AS on
the financial statement is not ascertainable.

c¢) During the year the company as per letter no, 1/8414/2025/102/CPFTrust/DHFL/FDR/
NotionalLoss/2022 dated 15.04.2026 of U.P. Power Corporation Contributory Provident Fund
Trust, Lucknow and 1/9109/2025/12/UPSPSET/DIHFL/2019 dated 15.04.2026 of U.P. Stale
Power Sector Employees Trust, Lucknow, have booked the amount of losses incurred on
account of Notional Interest, which is allocated to the company, an amount of ¥14.63 crore on
account of GPF and ¥14.06 crore on account of CPF, Total ¥28.69 crore. The company has
made a provision (AG 79.730) of ¥ 28.69 Crore, shown as exceptional item in the financial
statement, and created a liability towards the GPF and CPF Trust (AG 44.624 and 44.623). In
the absence of its complete details and audit trail thereof with appropriate audit evidences with
the company, we are not in a position to comment upon its correct accountal and commercial
expediency of the same. (Refer to note 18 & 28 of financial statements) and its consequential
impact on the financial statements is not ascertainable.

b. Purvanchal Vidyut Vitran Nigam Limited:

1. FINANCIAL LIABILITIES-BORROWINGS (NON-CURRENT)

{(a)Debt Instrument has not been measured at the amortized cost in accordance with Ind AS 109 as
mentioned in Material Accounting Policies.
OfMices:
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INDIA

(b)As per the financial statements, “Interest Accrued but not Duc on Borrowings” has been reflected
at 87.98 crore as at 31 March, 2026. However, based on the calculation and supporting working
made available to us by the management during the course of audit, the accrued interest liability
on borrowings works out to only Z17.09 crore. Consequently, “Interest Accrued but not Due on
Borrowings” is overstated by Z70.89 crores with corresponding overstatement of finance
cost/accumulaied losses in current/previous Financial Years to that extent. The management has
not reconciled and rectified the aforesaid differencein the financial statements.The aforesaid
accounting treatment is not in compliance with the principles laid down under Ind AS 1 and Ind
AS 109 relating to proper recognition, measurement and presentation of financial liabilities and
borrowing costs.

2. FINANCIAL LIABILITIES-OTHERS (NON-CURRENT)

i, We observed that the entire amount of security deposits received from consumers has been
classified under Non-Current Liabilities in the financial statements. However, as per the
principles of Schedule HI of the Companies Act, 2013, deposits received against temporary
connections, which are typically expected to be scttled or refunded within 12 months, should be
classified as Current Liabilities. As informed by the Management, consumer security deposits
have been accounted for under Accounting Code 48.1 to 48.203 on a consolidated basis of Rs.
610.85 Crore, encompassing both temporary and permanent consumers. However, the Company
has not maintained a bifurcation of these deposits in its books of account, and no separate details
or supporting schedules were provided to us during the audit. Due to the absence of necessary
information, we are unable to comment on the specific impact this may have on the financial
statements. This may affect the assessment of its short-term liquidity position by the users of the
financial statements.

ii. It was observed that the Company has determined the gratuity liability of employecs as required by
Ind AS 19 — Employec Benefits covered under the General Provident Fund (GPF) scheme,based on
Actuarial Valuation Report dated 09/11/2000 that is very old. Moreover, the Company has
independently computed the liability and disclosed the entire amount under “Other Financial
Liabilities (Current)” in the financial statements. However, as per the provisions of Ind AS 19 and
the classification requirements of Schedule 111 of the Companies Act, 2013, gratuity liabilities should
be determined based on current actuarial valuation and be bifurcated into current and non-current
portions, based on the expected timing of payment. The use of very old actuarial valuation report
raises concerns about the accuracy and reliability of the reported liability, and the classification of
the entire amount as a current liability results in a potential overstatement of current liabilities and
understatement of non-current liabilities. Jn the absence of a proper actuarial assessment and
appropriate bifurcation, the financial statements do not accurately reflect the Company’s long-term
employee benefit obfigations, which may affect users' understanding of its future outflows and
financial position.
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i,

An amount of 667.04Crores has been disclosed in the financial statements under the head “Liability
Migration Account”. As explained by the Management, this balance represents several idle balances,
including those arising from the Transfer Scheme and other historical balances lying in the
Company’s accounts. The balance in these accounts needs to be reviewed by the management.

3. FINANCIAL LIABILITIES-TRADE PAYABLE (CURRENT)-

e The balance outstanding payable to Uttar Pradesh Power Transmission Corporation Limited
(UPPTCL) amounting to 1,420 crore is subject to confirmation and reconciliation. The
Company has not obtained balance confirmation from the aforesaid party as at 31 March 2026.1n
absence of independent external confirmation and supporting recongiliations, we arc unable to
comment upon the correctness, completeness and accuracy of the said balance and the
consequential impact, if any, on the financial statements remains unascertainable. The aforesaid
matter is not in consonance with the requirements of SA 505 “pxternal Confirmations”, which
requires the auditor to obtain sufficient appropriate audit evidence through confirmation from
third partics wherever considered necessary. Further, the matter is also not in compliance with
the principles laid down under Ind AS 1 relating to reliable presentation and disclosure of
liabilities in the financial statements.

4, OTHER FINANCIAL LIABILITIES (CURRENT)

ii.As per the Electricity Supply Code 2005, interest on Consumer Deposit was payable on balance as
on 1% April, 2025 by way of credit in the bill of the consumer in the months of April, May or
June, 2025 and that has already been credited to the consumers. Consequently, ¥37.71 crore
appearing under the head “Interest on Securily Deposit Payable to Consumers” does not
represent an actual liability payable by the Company. The opening balance amounting to
#53.39 crores under the aforesaid head could not be verified as supporting details, consumer-
wise records and breakup thereof were not made available to us for audit. Accordingly, the
correctness and liability of the said opening balance could not be ascertained and the
consequential impact, if any, on the financial statements remains unascertainable. The
aforesaid accounting treatment is not in compliance with the principles laid down under Ind
AS 37 and Ind AS 1, which require recognition and disclosure of liabilities based on reliable
measurement and existence of present obligations as at the reporting date.

iii. The total outstanding balance under the head “Staff Related Liabilities” amounting to ¥329.88
crores includes old un-reconciled balances carricd forward from carlier years. However, no
employee-wise breakup, ageing analysis, reconciliation statements or adequate supporting
records in respect of such balances were made available to us for audit verification.In absence
of complete details and reconciliations, we are unable to ascertain the correciness,
completeness and validity of the aforesaid liabilitics and the consequential impact, if any, on
the financial statements remains unascertainable. The aforesaid matter is not in consonance
with the principles laid down under Ind AS 1 and Ind AS 19 relating to reliable measurement
and presentation of employee related obligations.
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iv.The Company has made provision for interest of 25.12 crores on G.P.F. liability and %0.85
Crores on C.P.F. liability during the year, which has been disclosed under liabilities towards
the respective Trusts, However, the related balances and interest provisions are subject to
reconciliation with the Trust accounts. In the absence of such reconciliation, we are unable to
verify the accuracy and completeness of these liabilitics and the consequential impact, if any,
on the financial statements remains unascertained.

v.As per the books of accounts, TDS payable balances aggregating to ¥54.34  crores are reflected
under AG Codes 46.92400 and 46.92500. However, based on the TDS challans and payment
records made available to us, actual payment of TDS pertaining to the aforesaid liability made
in April 2026 aggregates to only ¥9.35 crore. Accordingly, TDS payable liability appearing in
the books of accounts is overstated by ¥44.99 crore. The Company has not carried out
reconciliation of the balances with challans and statutory payment records. Consequently, the
correctness and completeness of the remaining balance reflected in the financial statcments
could not be substantiated. In absence of any reconciliation of the difference by the
management, the consequential impact of the same is unascertainable.

vi.The Company has not ascertained the amount payable to Micro, Small and Medium Enterprises
(MSMEs) as defined under the Micro, Small and Medium Enterprises Development
(MSMED) Act, 2006. Also, no provision for intercst payable has been made in the books of
account. The absence of this information may have a potential impact on the finance costs and
amount of creditors presented in the financial statements, to the extent of non-recognition of
applicable interest to eligible MSME creditors.

vii.As per the books of accounts, balances aggregating to ¥0.95 crore are reflected under AG Codes
46.94201, 46.94202 and 46.94203 relating to GST payable under Reverse Charge Mechanism
(RCM). However, based on the GSTR-3B, payment records for the month of March 2026
made available to us, actual payment against the aforesaid liability aggregates to only 0.10
crore.Accordingly, the liability appearing under the aforesaid AG Codes appears to be
overstated. However, in absence of complete rcconciliation, consequential impact on the
financial statements could not be ascertained.

5. FINANCIAL ASSETS - OTHERS (NON-CURRENT}
An amount of 2213.01 crores has been disclosed in the financial statements under the head “Asset
Migration Account”. As explaincd by the Management, this balance represents several idle balances,
including those arising from the Transfer Scheme and other historical balances lying in the
Company’s accounts. The balance in these accounts needs to be revicwed by the management.
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iNDIA

6. FINANCIAL ASSETS - OYHERS (CURRENT])-

As per the financial statements, receivables amounting to Z415.71 crores are outstanding under the
head “Receivable from Government of Uttar Pradesh” classified under unsecured receivables.
However, supporting records, confirmations, reconciliation statements and details substantiating the
recoverability and nature of the aforesaid balance were not made available to us for audit
verification.In absence of adequate supporting documents and reconciliations, the said receivable
remains untraceable and we are unable to comment upon the correctness, recoverability and
realizable value of the aforcsaid balance. Consequently, the consequential impact, if any, on the
financial statements remains unascertainable.The aforesaid matter is not in consonance with the
principles laid down under Ind AS 1 and Ind AS 109 relating to reliable measurement and
assessment of recoverability of financial assets.

COMPLIANCES

The Company has not complied with the following requirements of Companies Act, 2013, MSMED Act,
2006, Income Tax Act, 1961 and Ind AS and Standards on Auditing issued by ICAL

The Company has not complied with the provisions of section 42(4) and 42(6) of the
Companies Act, 2013 as well as The Companies (Acceptance of Deposits) Rules 2014 relating to
Share Application Money pending Allotment.

a)

b)  There is no system at Zones and ESDs of the Company to prepare the Balance Sheet and
Statement of Profit and Loss. The Zonal auditors have only becn provided Trial Balances (MTB)
for the purpose of their audit which is non-compliance of Schedule IIf of the Companies Act,

2013.

¢)  The following Ind AS issued by ICAI has not been properly followed by theCompany: -
i Ind AS -2 “Inventorics”
il. Ind AS — 16 “Property Plant &Equipment’s”

ii.

ind AS - 19 “Employec Benefits”

iv. Ind AS — 20 “Accounting of Government Grants and Disclosure of Government Assistance”
v. Ind AS — 36 “Impairment of Assets”
Vi Ind AS — 107 “Financial Instruments: Disclosures™
vil. Ind AS — 109 “Financial Instruments”
viii. Ind AS — 115 “Revenue from Contracts with Customers’
iX. Ind A S~ 116 “Leases’

d)  The company has failed to comply with provisions of Income Tax Act, 1961 regarding
deduction of TDS on provisions for expenses/payables.

e) The Company has not ascertained the amount payable to Micro, Small and
MediumEnterprises (MSMEs) as dcfined under the Micro, Small and Medium Enterprises
Development (MSMED) Act, 2006. Also, no provision for interest payable has been made in the
books of account. The absence of this information may have a potential impact on the finance
costs and amount of creditors presented in the financial staiements, to the extent of non-
recognition of applicable interest to eligible MSME creditors.
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f As per Secretarial Audit Report for the year ended 31*March, 2025, the Company has not
formulated or approved the Vigil Mechanism Policy which is not in compliance with Section
177(9) of the Companies Act, 2013 read with Rule 7 of the Companies(Meeting of Board and its
Powers) Rules, 2014.

g) The Company has disclosed contingent liabilities to the tune of I160.41Crores at
paral 8(b)(ii) of Notes to Account of Balance Sheet. The amount is increased by Rs. 19.11 crores.
Since, the status of contingent liability has not been provided to us, we are unable to comment
upon the provision requirced as per Ind AS-37.

h)  The Company has not complied with the requirements of Indian Accounting Standards Ind
AS 116 — Leases. The Company has neither identified lease arrangements requiring recognition
under the Standard nor accounted for Right-of-Use (ROU) Assets and corresponding Lease
Liabilities in the financial statements. Consequently, the impact of non-recognition of lease
assets, lease liabilities, depreciation, finance cost and related disclosures as required under Ind
AS 116 has not been ascertained and quantified by the management. Accordingly, we are unable

to comment upon the consequential impact of the same on the financial statements.

c. Kanpur Electricity Supply Company Limited:

L1“IND AS” 1- PRESENTATION OF FINANCIAL STATEMENTS :

Reference is invited to Note no: 29-9 and 29-49 which arc in the nature of "Material Accounting
Policies'. However, the company has disclosed these policies in its Notes on Account instead of
grouping it under Note No: 1'Material Accounting Policies'.

L2."IND AS" 2 — INVENTORIES :

As per Accounting Policy stated in Note No. 1-3-V(a) of the Company on stores & spares, stores
and spares are valued at cost instead of at the lower of cost and net realizable value, as stated in
paragraph no. 9, of above "IND AS™.

L.3. "IND AS" 16- PROPERTY. PLANT AND EQUIPMENT:

The Material Accounting Policy stated in Note No.1-3-l(e) of the company states that "due to
multiplicity of functional units as well as multiplicity of functions at particular unit, employees
cost to capital works are capitalized @ 15% on deposit works, @13.50% on distribution works
and @ 9.50% on other works on the amount of total expenditure.™

This policy is not in line with para 16 of the above "IND AS", which provides that the cost of an
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item of property, plant and equipment comprises any costs directly attributable to bringing the
assets to the location and condition necessary for it to be capable of operating in the manner
intended by the management.

L4. "IND AS" 19- EMPLOYEE BENEFITS:

Company has provided for post-employment benefits in the nature of pension and gratuity, in
respect of erstwhile UPSEB employees, as per the actuarial valuation report dated 09.11.2000.
(Also Refer Note No. 29-14(a) of "IND AS FS™). according to which the cost of providing such
benefits is determined using the 'Attained Age Method' which is not in compliance with paragraph
no. 67 of the above "IND AS" according to which, the cost of providing such benefits is
determined by using the 'Projecied Unit Credit Method' with actuarial valuation being carricd out
at the end of cach annual reporting period.

Further the actuarial valuation was done in the ycar 2000-2001 only which does not give the
realistic estimation of the liability as many other assumptions made have also undergone changes
with the passage of time.

LS. “IND AS" 36 - IMPAIRMENT OF ASSETS :

As per the opinion of the Company, there is no specific indication of impairment of any assets as
on the balance sheet date (Also Refer Note No. 29-24 of "IND AS FS"). However, we have not
been furnished with the evidence of carrying out any exercise by the Company to determine the
impairment, if any, of any asset.

L6. "IND AS" 109 - FINANCIAL INSTRUMENTS:
The Company has followed a graded provisioning rafcs on trade receivables in respect of debts
outstanding for a period exceeding three years instead of provisioning at the rate of 100% for bad &
doubtful debts, to ensure compliance with the notification titled G.S.R. 635(E) dated 10 Oclober
2024, issued by the Ministry of Power under the Electricity Act, 2003, formally the “Electricity
Distribution (Accounts and Additional Disclosure) Rules, 2024” . (Also Refer Note No. 29-9 of
“IND AS FS").

L7. The effect of non-compliance/divergence from the "IND AS"(s) as stated in paragraph no. 1 to
6 above has resulted in non-compliance of the provisions of sections 129(1) and 129(5) of the
Companies Act, 2013 ("The Act"), according to which the financial statements of the Company
shall comply with the "IND AS" and where the financial statements of the Company do not
comply with the "IND AS", the Company shal! disclose in its financial statements, the deviation
from the "IND AS", the reasons for such deviation and the financial cffects, if any, arising out of
such deviation. No such disclosures have been made due to non-availability of relevant
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information/details and also cumulative effect on "IND AS - FS" of these could also be not
ascertained.

d. Madhyanchal Vidyut Vitran Nigam Limited:

i The amounts under ‘Capital grants/ Subsidies’ (in Notc 13) and ‘Revenue subsidies/ Grants® (in
Note 20) have been accounted for by the company only on the basis of credit advices issued by
UPPCL, the holding company. The complete details and related terms and conditions of these
subsidies/grants could not be verified by us as the same were not available with the company.
Further, the conditions and contingencies for each government grant received/ recognized’ have
also not been disclosed as per the requirements of Ind AS 20.

ii. We draw attention to para 46 of Note 1B relating to disclosures relating to ‘Trade Payables’
pursuant to amended Schedule III to the Companies Act 2013. It is observed that information
relating to ‘ducs payable to MSME’ etc. have been disclosed by the company but the
completeness and accuracy of the same could not be ascertained by us as the company is still
under process to identify the classification related to MSME. Further, provision for interest
payable thereon, the liability on this account has not been quantified by the company. As such we
are unable to ascertain the interest provision (if any) required and its consequential impact on the
loss for the period.

iii. The ‘liabilities for capital works’, ‘liabilities for O&M works’ and ‘Liability for expenses’ etc.
have been categorized under ‘Other Financial Liability(current)’ instcad of showing them under
‘Financial liability (Trade payable)’.

iv. Rebates related to capital assets under RDSS arc currently recorded as liabilities instead of being
deducted from the asset cost (Capital Work-in-Progress), resulting in misclassification. As pet Ind
AS 16, rebates must reduce the asset’s cost, not be recognized as liabilitics, aligning with the
matching principle and prescntation requirements under Ind AS. Misclassification inflates
liabilities and asset values, distorting financial ratios, depreciation, and profitability.

v. IND AS-1: Policies relating to provision made against (i) advances to suppliers/contractors (ii)
Slow/non-moving and unserviceable stores, (iii)advance to employees and others are not disclosed
under Annexure "Significant Accounting Policies” annexed with Financial Statements as required
in IND AS-1. Accordingly, the impact of non-compliance of the above IND AS on the financial
statements is not ascertainable.

vi. As per IND AS 20 Accounting for Government grants / subsidy is done on the basis of advice
from Uttar Pradesh Power Corporation Ltd., (the holding company), but the timing at which the
grant is to be booked as per IND AS 20 cannot be ascertained as the grant is booked as per the
credit notes received from UPPCL which is not in consonance with the IND AS-20
“Accounting for Government Grants”. Impact of non-compliance of the above IND AS on the
financial statements is not ascertainable.
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vii. ‘Financial Assets-Others — Current’ (Note-10) and ‘Other Financial Liabilitics- Current” (Note-18)

have been classified as ‘current’ but include balances which are outstanding for realization/
settlement since previous financial years, and in the absence of adequate information/explanations
regarding the realizability /settlement of such amounts within twelve months after the year end,
not classifying them as non-current assets/ liabilities is not in accordance with Ind AS-1
"Presentation of Financial Statements”

Certain balances are incorrectly classificd as current instead of non-current assets/ljabilities based
on their nature and settiement terms. The list of such ilems are mentioned below:

Particulars Amount (In Rs.) Currently shown Under
Other Receivables 212.80 Crore Current Asset

Staff Related Liabilities 1.30 Crore Current Liability

Sundry Liability 260.75 Crore Current Liability

As per Ind AS 1, classification depends on expected realization or settlement within 12 months
{current) or beyond (non-current). This Misclassification leads to inaccurate presentation of

financial position.
J. Other observations given by statutory Auditors of DISCOMS on specific subject are given

below: -

a. Pashchimanchal Vidyut Vitran Nigam Limited:

i. OTHERS ,
lii.  Subsidiary ledgers have been maintained by the company for Consumer Security Deposit, Meter

Security Deposit and Advance consumption charges in the Third-Party Billing Software. In
absence of all details, correctness of the figures appearing in the financial statements under these
head could not be verified.

iv.  Interest accrued and due Z7.25 Crores under Other Current Assets (AG 28.240 & 28.250), which
is pending for reconciliation for more than a year, impact of the same is not ascertainable on the
financial statements. (Refer to Note 10 of Financial Statement)

b. Dakshinancha! Vidyut Vitran Nigam Limited:
a. Grants from Central/State Governments for acquisition/construction of capital assets T 1913.54
crores (cumulative) is declared as Capital Reserve of under Other Equity, whereas as per Ind
AS 20 ‘Accounting for Government Grants and Disclosure of Government Assistance’, it
should have been declared in balance sheet as deferred income under labilitics and amortised
to profit and loss on a systematic basis over the useful life of asset. Effect of this is that ‘Other
Equity’ is overstated and liabilities are understated by T1913.54 crores.

b. As per generally adopted accounting practice in clectricity distribution companies, contribution
for capital works & service line charges are presented in balance sheet as liabilities, and an
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amount equivalent to the depreciation charged for the year on corresponding assets is
appropriated as income in profit and loss over the useful life of asset, whereas the Company
has declared ‘consumer contributions towards service lines charges’ of ¥3,369.85 crores as
Capital Reserve under Other Equity. Effect of this is such that, Other Equity is overstated and
liabilities understated by 33,369.85 crores.

¢. The Company had consistently adopted an inappropriate method of amortisation of government

grants & consumer contributions by charging amortisation on the written down value of capital
reserve which results in lower charge of amortisation and residual value of capital reserve, even
though the useful life of the corresponding asset has expired. Estimated cumulative effect of
this incorrect method during preceding three years has resulted in under amortisation of
substantial amount. Otherwise also the Company has failed to maintain any subsidiary record
to co-relate grant and consumer contribution with the corresponding asset and for amortisation
of full amount of the grant and consumer contribution over the useful life of assct.

d. As per credit notes/ instructions received from UPPCL during FY 2024-25, loss subsidy of

389075 Crores was booked in financial statements as on 31.03.2025 but as per revised
instructions received from UPPCL vide letter no. 632 Dt.01.09.2025, the same was received in
advance during FY 24-25 and it should be booked in FY 25-26 hence the previous year figures
has been restated to that extent and detai! adjustment is shown in Note No.33 (Point No.30) of
notes to accounts, Basis for calculating the denominator for EPS has been changed to day basis
instead of month basis as taken in FY 2024-25 hence average no. of shares has been restated.

c. Purvanchal Vidyut Vitran Nigam Limited:

Offices:

Non-reconciliation and Overstatement of TDS/TCS and GST TDS Balances-

(i) As per the financial statements for the year ended 31 March 2026, the Company has
disclosed TDS receivable of 28.03 crores and TCS receivable of ¥12.71 crores under current
assets. However, as per the latest Form 36AS for FY 2025-26, the TDS credit reflected
amounts to only Z1.93 crores. The Company has not reconciled the differences, including
long outstanding opening balances.

(ii) Opening/Old Balances appearing under AG Codes 27.42100, 27.42500 and 27.42600
aggregating to ¥20.34 crores arc not in agreement with the Income Tax Records for the FY
2024-25, where TDS claimed is only %3.26 crores. Consequently, TDS/TCS receivable
balances are overstated by 216.88 crores to that extent. No reconciliation or explanation could
be provided to us.

(iii) Balances aggregating to X0.41 crore under AG Codes 27.44010, 27.44020 and 27.44030
relating to GST TDS receivable continue to be reflected in the books despite having already
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been utilized against payment of outward GST liability. Further, during FY 2025-26, GST
TDS amounting to ¥0.58 crore was ufilized against outward GST liability, whercas only
234,804 has been accounted for in the books. Consequently, GST TDS receivable/current
assets and corresponding GST payable/current liabilities/vendor balances are overstated to
that extent.

d. Kanpur Electricity Supply Company Limited:

SUNDRY RECEIVABLE (LLAND) Rs. 7.44 Crores:

The company has deposited the above amount with Government of Uttar Pradesh ("Go UP"} in
earlier years for transfer of Company's Leasehold Land to Freehold Land but till date the
procedure for the said conversion has not been completed (Also Refer Note No. 6 of "IND AS -
FS").

Further, "Go UP" due to delayed payment of conversion charges for conversion of nazul land to
freehold land demanded interest and penalty in December, 2009. Since then, no change in status is
there up to 31.03.2026. The company is showing Rs. 118.37 Crores in the accounts being interest
and penaity on delayed payment as contingent liability (Also Refer Note No. 29-18(b)(ii) of

"IND AS FS").
Thereafter the waiver petition of interest & penalty was rejected finally by "Go
upn.

In absence of any action by the management thercafter we are unable to form an opinion on the
realizability of the sum paid in the matter.

STATEMENT OF CHANGES IN OTHER EQUITY:

Other Equity Dr. Rs. 4769.51 Crores:

The other equity includes Restructuring Reserve' of Rs. 14.46 Crores being difference arrived at
the time of restructuring for which no reconciliation has been done till date. The financial impact
of such difference on the Assets/Liabilities is not ascertainable.

OTHERS:

i The balance of Others Financial Assets, Trade Receivables, Other Non-current Financial Assets,
Other current asscts, Other Financial Liabilities, Trade Payables, Other payables, UPSEB
period balances and other personal accounts are subject to confirmation and reconciliation
thereof. The consequential adjustments, if any, arising out of the aforesaid exercise, is not
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iii.

ascertainable. (Also Refer Note No. 29-12(a) of "IND AS FS8")

We are unable to comment upon the state of compliance including disclosure requirements under
the provisions of Micro, Small and Medium Enterprises Development Act, 2006 (MSMED
Act) in the absence of any system of maintaining such data, records and documents. However,
the company is in process to obtain the complete information in this regard.

Account Number 0731002100037949 opened with Punjab National Bank in the year 2019 under
the name and style of "Kesco Tax Circle-3 account and Pramod Kumar Singh" was opened
without the approval of the Board. The said account, up to the F.Y. 2022-23, was being
depicted along with Account Number 0255001800000036-111 with thc name and style
"Expenditure PNB account". The rationale for opening this account without Board approval
was not provided to us. The said account is however, reconciled and confirmed as at 31st
March, 2026.

e Madhyanchal Vidyut Vitran Nigam Limited:

Bal

ii.

iii.

ances Outstanding To / From Qutside Parties

Balances of Trade Receivables, Trade Payables (except balances pertaining to UPPCL, UPPTCL
and other DISCOMSs), suppliers, contractors, loans and advances, staff related advances/liabilitics
and various other debit and credit balances are subject to independent balance confirmations. In
ihe absence of external confirmations and/or alternative corroborative audit cvidence as required
under Standards on Auditing (SA) 505 — External Confirmations, we are unable to comment upon
the completeness, accuracy and recoverability/payability of such balances. Consequently, we are
also unable to ascertain the impact, if any, of adjustments that may arise upon
reconciliation/settlement of these balances, including possible Josses/profits on scttlement, non-
recovery or pariial recovery of ducs, and non-settlement of liabilities, on the financial statements.

Refer to Point no. 15 of Notes to accounts, there arc various expenses like Employees Expenses,
Repair & Maintenance Cost and Administrative & General Expenses etc. and various income like
Interest on FDRs/bonds, Gain on Mutual funds etc. incurred at Uttar Pradesh Power Corporation
Ltd. (the holding company) which has been allocated to the Company vide Debit/Credit Notes.
However, we have not been provided with detailed workings of the same and only relied on the
Debit/Credit notes received from the holding company.

The CSC e-wallet balance as per the separate portal and the balance recorded in the books of
accounts were not reconciled, resulting in a difference of Rs. 5.36 crores as on 31 March 2026.

iv. It was observed that a centralized agreement was entered into at Head Office level with payment
gateway company M/s India Idcas.com Limited (Bill desk) for collection of prepaid consumer
Offices.
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recharge amounts. As per the books of account, an amount of Rs. 46.10 crore was reflected as
recoverable from the said party in the books of MVVNI, as on 31.03.2026.

However, detailed reconciliation statements indicating transaction-wise break-up, settlement
status, ageing, and period-wise mapping of the outstanding balance were not made available for
audit verification. Considering that the arrangement commenced during FY 2025-26, absence of a
robust reconciliation and monitoring mechanism indicates weakness in operational and financial
controls governing payment gateway collections and settlement accounting.

In absence of proper reconciliation and supporting records, the accuracy, completeness, and
recoverability of the outstanding balance could not be independently verified. The matter may
consequently have implications on the correctness of recognition and presentation of receivables
in the financial statements.

The above reflects deficiency in internal financial controls relating to reconciliation of third-party
collections, monitoring of recoverable balances, and period-end validation procedures. Further,
non-availability of adequate supporting reconciliation may not be fully aligned with the principles
of Ind AS 1 relating to faithful representation and reliability of financial statements and Ind AS
109 requircments concerning assessment and monitoring of financial asscts and recoverability
thereof.

Statutory Compliances

As per Income tax Act, 1961, TDS should be deducted on duc or payment basis whichever is earliet.
However, it has been noticed that the company is deducting TDS at the time of booking of expenses
(which is generally much delayed as compared to date of invoice) which is not in compliance with the
provisions of Income Tax Act, 1961 due to which liability of interest @1.5% per month or part of the
month will arise on the company.

in some of the units, it was noticed by us that the company is booking expenses much after the date of
invoice. Further it was also noted that in many cases bills pertaining to previous financial ycars were
also booked during the current financial ycar. Due, to this there is a delay in deduction of TDS as
compared to the stipulated time, thereby attracting intcrest under Section 201(1A), with intcrest
amounting to Rs.0.43 crore (approx.). The above default has been calculated on the figures provided
for H.O. units and Bareilly Zone only since data for other zones were not provided. As per Ind AS 12,
related interest and penalties are tax expenses and must be accrued and disclosed as liabilities to avoid
understatement of expenses and profits.

Other Observations

i As referred in Note 18 to the financial statements, the company has made ‘provision for loss
incurred by GPF/ CPF trusts’ amounting to Rs 487.82 Crores as on 31.03.2026 on account of
insolvency of DHFL. The amount has been booked as per the allocations sent by the UPPCL and
the basis on which the above-mentioned amount has been calculated has not been provided to us.
Any other loss/shortfall in the fund value as compared to total obligation as on the balance sheet
date, if any, is not ascertainable in absence of complete information with the company.
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il All statutory employee-related dues, including contributions towards Provident Fund (PF),

General Provident Fund (GPF), and Contributory Provident Fund (CPF), have becn duly deposited
into the designated trust accounts as per the applicable regulatory requirements. However, despite
these payments being made, we have not received any formal confirmation, acknowledgment
letters, or receipts from the respective trust authorities confirming the actual receipt and proper
crediting of these deposits. Furthermore, no balance confirmations, periodic statements, or
reconciliation reports have been provided by the trust, which are essential to verify the accuracy,
completeness, and up-to-date status of these statutory dues.

iii. The company has delayed vendor payments under the RDSS scheme, resulting in unclaimed
rebate of Rs. 3.48 crore, causing indirectly financial loss to the company/ RECIL The delay
reflects weak internal controls and non-compliance with corporate governance principles under
the Companies Act, 2013.

K. SIGNIFICANT OBSERVATIONS OF ZONAL AUDITORS IN THEIR AUDIT REPORT ARE
AS UNDER:

a, Pashchimanchal Vidyut Vitran Nigam Limited:

I. MORADABAD ZONE:

i.Fixed Asset Policy
During the course of audit, it was observed that GL Code 10.90900 includes fixed assets

amounting to Z433.86 lakhs; however, detailed information of these assets is neither recorded
in the Fixed Asset Register (FAR) nor provided in the physical verification report by the
management. Moreover, it has been pending for last many years.

ii. Ace Depreciation
Accumulated depreciation under GL Code 12.10100 (“Land Owned - Full Title”) lacks

supporting details and explanations from the management. However, no transactions have
been recorded during the year. Moreover, it has been pending for last many years.

iii. Theft of FA pending investigation
1. Certain assets have been outstanding since 2012 or earlicr and continue to be reflected in

the Balance Sheet despite a negligible likelihood of recovery. Although a 100% provision has
reportedly been made at the Head Office level, no documentary cvidence regarding
completion of investigations was available at the Zonal Office.

2. During the year, instances of theft of fixed assets have increased significantly; management
is advised to strengthen internal controls by implementing appropriate safety and preventive
measures.

jv. TDS - 85.43 Lakhs
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!t was observed that the opening balance of TDS is still pending at the zonal level, but as
informed by the management the same has been cleared at the Head Office level. The
difference needs to be reconciled and resolved.

v. Recoverables & Liability - 7,855.44 Lakhs & 3,601.81 Lakhs
As per the explanations provided by management, GL Code 28.10800 represents receivables
on account of sale of scrap, and GL Code 46.92200 represents amounts received against sale
of scrap. However, the difference amounting to ¥4,253.63 lakhs (¥7,855.44 lakhs less
3,601.81 lakhs) is pending for reconciliation at central store level.

vi. Recoverable - 35,33,038.92 Lakhs
In the absence of detailed information and supporting records for inter-unit balances (i.e.,
AGL Heads 28.879, 28.876, and other inter-unit balances) pertaining to the opening balances,
which could not be made available by the management, we arc unable to comment on the

accuracy and completeness of such opening balances.

vii. Inter Unit
No recongiliation of JUT (Qut of Zonal Office) accounts was provided for our verification. In
the absence of the same, we are unable to comment on the accuracy and completeness of
these balances. It is further observed that these balances are longstanding in nature, primarily
pertaining to earlier years, with no transactions recorded during the year.

viii.  Liability - 84,901.66 Lakhs & 40,434.42 Lakhs
1. 1In the absence of detailed information for GL Code 42, we are unable to comment on the

accuracy of the balance.

2. It was observed that the opening balance for GL Code 43 continucs to remain pending at
the Zonal level. The matter requires reconciliation and appropriate write-off.

ix. ERP IUT Heads - 2,41,439.11 Lakhs
In the absence of balance confirmations for inter-units balances under GL Head 45,5000,
45.58000 & 45.59000 we are unable to corment on the accuracy of the balances.

Expenses
It was observed by us that in respect of provisions for third-party liabilitics and interest payable to

consumers on security deposits, TDS has not been deducted. However, as per the provisions of Section
194A and Section 194C of the Income-tax Act, 1961, tax is required to be deducted at source at the time
of credit or payment, whichever is earlier, as applicable. Accordingly, non-deduction of TDS on such
provisions is not in compliance with the applicable provisions of the Act.

Mise. & Other Receivables - 301,98 Lakhs
This liability is outstanding since a period prior to 2007 and pertains to excess salary received from HO
Lucknow. The same was also reported by the previous auditor; however, no corrective action has been
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taken to date. In the absence of any resolution, the amount is required to be either refunded to HO
Lucknow or written back as income, as appropriate.

. BULANDSHAHAR ZONE

1. A/c Code 23.707 & 28.862: Receivable Amount Rs. 52,69,64,420.17 & Rs. 21,43,450.00
respectively are long overdue and subject to confirmation and reconciliation.

2. In EDD-II Hapur & Siyana, demand reported on the portal of TRACES regarding TDS returns up
to financial year 2016-17 & 2020-21 amounting Rs. 1,12,847/- & Rs. 1,67,610/- hence the liability
understated to that extent.

3. Interest on security of consumers has been provided up to 31.03.2026 but TDS there on has been
dealt at H.O. level.

4. An amount of Rs. 5,82,78,236.33 (28.41) is shown in trial balance as recovery to be made from
employee. A suitable action should be taken against such employee. :

5. In EDD Khurja division it has found that various entries are outstanding under the GL head- Misc
advance — Cash —(28.40110) amounting to Rs. 32,83,160.47 of which no adjustment entries have
been passed since long back. In EDD Khurja division under the GL Head-Misc. Ad Mat
(28.40120) amounting of Rs. 3,87,804/- is pertains an employee who is not currently working at
the division. No recovery has been made from him.

Current Assets & Current Liabilities

a.  Sundry debtors, creditors, Loans and advances, Sundry deposits and other are subject to
confirmation.

b.  The balances of various inter unit accounts of Zone and Head Office are subject to confirmation.

c.  Advance Income Tax (A/c Code 27.4) showing a balance of Rs. 20,85,922.50 which is outstanding
since long. Needs proper adjustment.

d.  The zone has shown an amount recoverable from Non- Board Employee (A/c Code 28.411) Rs.
1,67,76,297.00 and Miscellancous Advance Ex- Employees (A/c Code 28.402) Rs. 130,540 (which
is long overdue) of which reconciliation should be made and to be recovered/ adjusted.

e.  Misc. Deposit (A/c Code 28.862) is long overdue Rs. 1,12,42,502.12 and subject to confirmation
and reconciliation.

f  HQ MD Meerut (A/c Code 32.02.953} is showing a balance of Rs. 7,00,000 since long and there is
no transaction in this account. Needs proper adjustment.

g. A/c Code 44.121: Employee contribution Rs. 6,94,641.99 is very old and needs adjustment & A/c
Code 44.12000: Prov. For pension is showing a balance of Rs. 75,88,10,391.62

6. Frand noticed

As informed no fraud was detected during FY 2025-26. But the frauds of embezzlement detected up
to Y 2022-23 has involved total amount of Rs.345.65 Lacs which are still to be recovered.
III. SAHARANPUR ZONE
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1. It has come to our notice that the zone has since shified payment module w.e.f. 1 Jan 2022. under the
system the payments are centralized at HQ Meerut UP . During the audit, it comes to our notice that
the GR/IR clearing is pending. It’s suggested to clear all GR/IR in timely manner.

2. AG Code 26.7 represent Cont. Mat. Control A/C having balance as on 31.03.2025 is INR
1,13,84,537.54 belongs to material advanced to contractor Mr. Shailesh Kumar was pending Since
2010. Out of which amounting INR 83,79,825 is recovered/adjusted during the year. Balance
amount INR 30,04,712.54 as on 31.03.26 is also required lo be recover from the contractor
immediately otherwise provision is required to be make in the books of the accounts.

IV. GHAZIABAD ZONE

|. The Company has not laid down its accounting policy on recognition of income in the case of theft of
power (dishonest abstraction of power) and the income is recognized based on consumption estimated
in report of JE/SDO etc. During the year, the Branch has recognized such income of Rs.35.23 Crores
(AG- 6106010000) and the same has been accounted as receivable (AG-2308000000), however only
some portion has been recovered during the year which has been adjusted against receivable. Further,
such accounting treatment is not in accordance with Ind-As 115 which stipulates recognition of income
only when the realization thereof is certain. The provision of doubtful debts is dealt at HO level and
thus the amount provided for in this income respect is not available for checking.
Further, the opening debtors pertaining to theft cases were Rs 246.48 Crores whereas the Closing
Debtors are Rs.256.61 Crores.

£ Balance confirmations from external group companies and inter-zone parties were not made available
{0 us by the Branch for verification. Accordingly, we are unable to comment on the impact, if any, on
the financial statements.
Further, certain liabilities of the Company have bcen scttled by the Head Office, and the related
transactions are recorded in ledgers AG 42 and AG 45, which are under the contro! of the Head Office.
In the absence of requisite information and access to these records, we are unable to express a view on
the balances pertaining to the said ledgers.

5. As per the provisions of the Income-tax Act, tax is required to be deducted at source at the earlier of
credit (including provision for expenses) or actual payment. However, it has been observed that the
Zone is recognizing expenses by way of provision without deducting TDS at that stage and is instead
deducting TDS at the time of actual booking/payment in the subsequent financial year. This practice is
not in line with the prescribed requirements.

6. Unutilized balances pertaining to prepaid meters of consumers has been classified under Supply of
Power (AG 23). Given that such balances represent amounts received in advance from consumers,
they constitute a liability in substance. Their classification under an asset head results in netting off a
liability against receivables, thereby leading to an understatement of the gross trade reccivables
balance. The balance in various recoverable accounts (i.c. of Customers) is classified as secured or
doubtful and the provision required for doubtful debts is made in the books of Head Office and not in
the books of zone level.
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7 We identified several legacy ledgers migrated into the ERP (SAP) that have remained dormant with no
subsequent activity. To ensure a true and fair view of the financial statements, we recommend that
these redundant balances be reconciled and adjusted against each other. Any residual net impact should
be written off or recognized in the Profit & Loss account, rather than continuing to carry these non-
operational balances in the books of accounts.

8 The Division Offices under the Zone covered in this report hold freehold and leasehold land; however,
the title deeds/lease agreements were not provided for our verification, and therefore we are unable to
comment further on the ownership status.

0 As at the balance sheet date, the earnest money deposits (AG 46.12300-12310) stand at Rs. 6.04 Cr.
Earnest Money (AG 46.10300-10310) at Rs.0.60 Cr, Retention money (AG 46.10400, AG 46.12400
and 46.12410) of Rs 95.55 Cr. and Security deposit for tender (AG 46.10100-10200 and 46.12100-
12110) of Rs.8.74 Cr. Out of the above balances, Rs 23.28 Cr stands for more than 2 years.

10. On physical inspection and scrutiny of records produced before us which are maintained at the
Divisional Office level, it is observed that standardization SOP has not been adhered to with respect
to maintenance and updation of mandatory registers including cash register, assessment register,
stock register, stock account, etc.

/1. As Per Previous Auditor Report, the security deposit from all customers for FY 24-25 (under code
AG 48.1000-48.10900) was Rs 1,930.18 crores whereas the same as per customer's receipts for all
divisions, it was Rs 2,877.40 crores. As per audit performed by previous auditors in accordance with
generally accepted auditing techniques, it revealed short collection of Security deposit in respect of
commercial meters only, by Rs 110 crore. As for 'Y 2025-26 audit, no record for the same has been
received to comment.

12. Company’s assets are uninsured with risk of theft, fire, riots, earthquakes etc. and have not made
adequate arrangements to save its assets from these incidents in future.

V. MEERUT ZONE
A: LAND & LAND RIGHTS (AG Code 10.101) and PROPERTY PLANT AND EQUIPMENTS

(FIXED ASSETS) & DEPRECIATION

L The Zonal Office has not identified amount of impairment of assets, required as per IND AS
36.

[l. The physical verification of inventory has been conducted at reasonable intervals by the
Management during the year. The discrepancies noticed on physical verification of inventory as
compared to the book records were not material. In our opinion, the frequency of verification is
reasonable. However, un-serviceable/slow-moving/non-moving items forming part of the
inventories are mixed with the regular stock and arc valued as normal stock of inventory is
neither computed nor accounted.

B: SUNDRY RECEIVABLES

. Amount outstanding under the head AG-23 (Sundry Debtors) is not verified and reconciled
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with the subsidiary records (Billing Data/Online data of the Consumers) maintained at
various units. Chances of recovery are not analyzed. Time barring and non-recoverable
cases are not identified. No provision is made in the accounts for non-recoverable amount
at Zone level and is reportedly made at headquarter level.

II.  Remittance of Funds by Vitran Nigam to UPPCL (AG code: 28.889) Rs. 28900.72 crore
(Previous Year 26982.26 crore) on account of remittance of Power Purchase has remained
unadjusted. The book entry to adjust/set off these balances has not been made at Zonal
level. Subsidy Receivable from Government (AG code: 28.899) shows unadjusted negative
Balance of Rs. 14.11 Cr (Previous Year 12.45 Cr). Proper book entry to adjust/set off these
balances has not been made in the year.

. The Sundry Debtors balance also includes an amount receivable from the Government
under AG Code 28.85800 amounting of Rs. 208.77 crore as at the year-end. This
comprises as opening balance of Rs. 208.77 crore which remains unrecovered, indicating a
persistent accoumulation of long-outstanding dues. During the year, transactions of an
cquivalent amount have been both debited and credited, resulting in the opening balance
remaining unchanged as the closing balance.

C. OTHERS

i, The Provisions of expenses made at the yearend are subject to TDS but tax has not been
deducted. It has been reported that the tax will deducted/paid at the time of payment.

ii. Advance Income Tax & TDS (AG code 27) amounting o Rs. 152.60 lac (Previous Year Rs
139.13 lac) is not reconciled and transferred to head office.

iii. Significant old balances continue to remain outstanding with the HQ-MD Office, reflecting
a debit balance of Rs. 1955.40 crore under AG Code 33 and a credit balance of Rs. 6544.23
crore under AG Code 34. These long-pending balances indicate that necessary adjustments,
settlements, or reconciliations have not been carried out over the years.

b. Dakshinanchal Vidyut Vitran Nigam Limited:

1. As per our observation and as per the Zonal Auditor of Agra Zone the sub ledger opening balances
have not been reconciled with the corresponding closing balances of the previous financial year.
This issue primarily arises from the migration to the SAP system, during which multiple sub-
ledgers were merged and standardized.

Due to the inherent structural differences and the lack of a proper reconciliation process during the
migration, discrepancies have emerged in the sub-ledger opening balances. As a result, we are
unable to determine whether any material adjustments may be nccessary to the financial position at
the beginning of the current financial year.
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3. As Per the observation of Zonal Auditor of Agra Zone all balances of advance to supplier,
contractors and staff, all sums due to contractors/ suppliers on account of works contracts or
supplies and all money received from contractors/suppliers on account of Security Deposits,
Earnest Money Deposit, Retention Money, other like items are subject to confirmation.

3. As per the observation of Zonal Auditor of Agra branch advance amounting to ¥1.25 Crores given
to employees is irrecoverable due to death/ termination and retirement and should be written off
after necessary approvals but the same has not been done at Head Office level tili date.

4. As per the observation of Zonal Auditor of Jhansi prior period items amounting to ¥79,97,487/-
(consolidated figure of all the units of Jhansi & Banda Zonc) and As per zonal auditor of Agra
prior period items amounting to I 29,79,473.96/- (consolidated figure of all the units of Agra Zone)
and As per Zonal Auditor of Aligarh prior period items amounting ¥ 5,33,745/- {Consolidated
figure of all the units of Aligarh Zone) are debited in the Books of Accounts during the F.Y.2025-
26.

5. As per the Kanpur Zone report in EDC Farukhabad Tenders allotted to the one of the Contractors
does not contains proper performance security in the form of the FDR/Bank Guarantees.

c. Purvanchal Vidyut Vitran Nigam Limited:

¢) As per Zonal Auditors, Balances in personal account of advances, deposits, creditors etc.
but reconciliation and consequent adjustments not done.

d) Title deeds in respect of immovable properties (Balance Sheet) werc not made available
for verification to Zonal Auditors.

e) In case of advances under T.1. and P.L. and adjustment thereof is outstanding in various
zones. It needs serious perusal and timely settlement.

f) Material observations other than above as made by the Zonal Auditors of the respective
Zones/ Units are given hercunder:-

(i} Tn Azamgarh Zone it has been observed that:-

i. The Azamgarh Zone of PurvanchalVidyutVitaran Nigam Ltd. have some contingent liabilities of
pending litigation Amounting Rs. 321.35 lacs which would impact its financial position as
explained and reported during Audit.
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ii. We have tried to match the balance of Receivables against Supply Account Group 23 with
Commercial Statement (CS-4) in all the Divisions. No justification given by divisions in this
regard. There is a balance in GL 10.90920 in EDD-Phoolpur (PUD3203) but this GL 10.90920 is
not showing in zone FAR and hence creating difference in FAR & MTB of the Zone. This
difference was communicated to unit during the audit but the same has not been adhered to.

iii. The Physical verification and valuation process at division level has not been done by any external
agency as was done until last year. The management has certified the balances shown in the trail
balance. As explained to us a valuer for inventory has been appointed but the process is not yet
complete and the report was not produced before us.

iv. The Zone has long-standing un-reconciled balances in inter-unit accounts. necessitating proper
reconciliation and accounting. Certain Inter-Unit General Ledgers (IUT GLs) that should reflect
zero balance at the zonal level remain un-reconciled, warranting immediate corrective action.

v. As of the audit date, there is an outstanding demand of X. 90,130.00 for late filing, late deposit, or
short deduction of Income Tax TDS, with specific liabilities across divisions—ESD AZM
(Z84,540), EDD-I Ballia (Z. 650), ETD Mau (X. 2,510), and EDD-II Ballia (. 2,430).

vi. There is no system to verify whether GST charged by contractors is deposited or whether
contractors have submitted GSTR-1 and GST-3B with accurate division details. The Zone
currently does not avail input GST, citing power sale exemption, which is resulting in revenue
losses. It is recommended that a GST audit be conducted to minimize future losses and penalties.
Moreover, while GST TDS deducted by divisions is transferred to the MD office at month-end,
verification of deposit dates remains unavailable, as GSTR-7 and GST-3B returns are handled at
the head office but were not provided during the audit.

vii. The Zone has not maintained a Fixed Asset Register for FY 2024-25, relying solely on the
accounting software-generated register. Proper reconciliation and validation are needed to ensure
accuracy and compliance with accounting standards.

(i)) In Basti Zone it has been observed that:-

i. Advances to suppliers/contractors (capital) AG CODE:25 amounting to Rs.30.32 (Lacs) as per
MTB as on 31.3.2026.

ii. As per Internal Auditors Report, There were some Procedural& Normal Nature financial
irregularities and other irregularities in the Internal Auditors Report for Mar.2026.

iii. The Basti Zone has contingent liabilities of pending litigations ofamount involving Rs. 248.23 lacs
for the year 2024-25 has increased to Rs.887.26 Lacs for the year 2025-26, would impact its
financial position

iv. We are not able to comment whether AUDIT TRAIL as per Rule 11(g) of the Companies (Audit
& Auditors) Rules, 2014 effective from 01.4.2023 have been complied or not in absence of any
information provided to us in this regard.
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v. The Zone has NOT maintained proper records showing full particulars includingquantitative
details and location of fixed assets. Also, as per internal audit reports of the units the records of
Fixed Assets have notbeen updated.

vi. Fixed assets have NOT been physically verified by the management at the year end.In the absence
of the physical verification reports, we are unable to comment on thismatter.

vii. No physical verification of the inventory of stock of Stores & Spares has been doneduring the
financial year of all the units except ESD.

viii. During audit it was noticed that some of the unit shown as outstanding amount which is quite
significant. The Contractor’s wise list of such outstanding is not made available to us showing
the date since when such outstanding stands. The fist of Advance as on 31.03.2026 amounting to
Rs.24,12,27,053.55.

ix. Balances of personal accounts of advances, deposits, loans, creditots, securities etc. are subject to
confirmation/realization. Most of it is unrealizable duc to pending since long. Also its details are
not available.

x. During scrutiny of Monthly Trial Balances (MTB) and related records of various divisions/units
including EDD, ESD, EWD, ETD, EDC, EWC, ESWD, Chief Engineer Distribution and ZAO
as on 31.03.2026, significant un-reconciled balances and long outstanding entries were observed
under various AG Codes relating to Inter Unit Transactions (IUT), Material Stock Adjusiment,
Material Issue Q&M, S. Debtors Reconciliation, S. Debtors Others, Amount Recoverable,
Liability for Supply Material, Retention Money, GST Liability, Security Guard Pay, Professional
Charges, Consuitancy Charges, Audit Fees, Compensation, Workshop Suspense, Temporary
Imprest and other payable/recoverable heads. Huge balances under IUT Material Within Zone,
[UT Material Outside Zone, IUT OA Within Zone, 1UT Capital & Fixed Assets Within Zone and
other material-related accounts were pending for reconciliation/adjustment since long. It was
further observed that substantial amounts were pending for recovery from consumers, including
outstanding dues exceeding Rs.1 iakh in numerous consumer accounts, stale/un-cashed cheques
pending beyond 90 days, raid and theft assessment dues, Shaman Shulk recoveries, temporary
imprest advances and other recoverable balances, indicating weak recovery and monitoring
mechanisms. Further, substantial amounts were written off under AG Code 79.41000 — Bad
Debts Consumers in various divisions; however, supporting records, approvals and details of
such write-offs were not made available for audit verification. In several cases, debit entries were
passed under expenditure heads such as Coal Marshalling Yard, Overhead Lines (Tower),
Professional Charges and other heads, but the nature and justification of such entries could not
be explained by management. Long pending liabilities towards Security Guard Pay, Consultancy
Charges, Audit Fees, SamvidaKaramchari expenses, GST liabilities, retention moncy, supply
material liabilities and other payable accounts were also noticed. Further, substantial revisions of
consumer bills were carried out in various divisions resulting in significant reduction in bill
amounts; however, the basis, approvals and supporting records for such revisions were not
produced before audit and therefore the genuineness and correctness of the revisions could not
be verified. Instances were also noticed where important records/registers such as meter ceiling
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register, dead stock register, retention money register, EMD register, vehicle log books and
details of contingent liabilities were not produced before audit for verification. In our opinion,
the above observations indicate deficiencies in internal control, accounting, reconciliation,
recovery monitoring and record maintenance systems. Management should undertake immediate
reconciliation and adjustment of pending balances, strengthen internal control and monitoring
mechanisms, ensure timely recovery of outstanding dues and maintain proper supporting records
and documentation for all financial and operational transactions..

(iii) In Gorakhpur Zone it has been observed that:-

1.

iil.

vi.

vil.

The party-wisc and age-wise breakup of liabilities for capital works and O&M supplies/works is
available at the zone level; however, due to lack of supporting details, an audit comment on the
same cannot be provided '

In certain units, the Earnest Money Deposit (EMD) Security Register has not been
properly, making it impossible to verify whether EMD/security deposits from contractors have
been correctly accounted. As a result, it is uncertain whether refunds issued to contractors were
genuine ot made in excess of the actual amount due.

in almost all the units, there are two ledgers named TDS on Salary and TDS on Salary Manual.
But payment entry has not been posted regularly in these accounts. As informed by the client, it
has not been updated at H.O. level., requiring urgent reconciliation.

There is difference between Amount of Debtors that appears in the online data base of the
company and that appears in the trail balance of the units. The Debtors as per the online Master
Data is Rs. 7614.92 Crore and as per Consolidated Trail Balance of the Zone is Rs. 3694.75
Crore, with no reconciliation prepared. The online database includes fictitious arrears, arrears of
disconnected consumers, and surcharge amounts, whereas the company's accounting policy
recognizes surcharges only upon realization. Immediate reconciliation is required to ensure
accuracy and compliance in financial reporting

(a) During audit it was noticed that in almost every unit huge amount is shown as advance to
supplies for capital work in progress and for O & M work. But details for the same couldn’t be
ascertained and provided to us except ESD. The Closing balance as on 31.03.2026 stands for Rs.
4.14 Crores. Any adjustment for the same as well as authencity of amount of such balances are
not ascertainable.

Balances of personal accounts of advances, deposits, loans, creditors, securities etc. are subject to
confirmation/realization. Most of it is unrealizable due to pending since long.Also its details are
not available.

Provisions for monthly fixed expenses, such as premise rent, vehicle rent, and payments to
contractual labourers, are recorded on a payment basis, meaning they are booked in the month
when bills are presented. This approach includes prior-period expenses, as several bills from
earlier periods were found during the audit without provisions made in the accounts. These
expenses are booked on a cash basis, leading to accounting inconsistencies.

maintained
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vili. As per the Agreement between bank & Unit, Bank shall not deduct any bank charge on bank
account of the units. But huge amount of Bank charges have been deducted & pending in
reconciliation leading to loss of revenue to the company. Letters have been given at unit level to
the branch at respective unit, mentioning the terms agreed upon and request to refund the bank
charges but such step taken at HO level to get the amount refunded.

ix. Amount disclosed as outstanding against suppliers in A.G. Code 42 and 45 could not have
beenverified in absence of required documents in the units.

(iv) In Mirzapur Zone it has been observed that:-
(a) During Audit of the Unit, we have found that books of accounts and records are maintained except

otherwise stated. At some of the units, records like Log Books of Vehicles, ATD/ATC Register,
Service Books are either not properly maintained or not updated.

(b)On review of the Trial Balance of the Zone, it is observed that the Sale of Power has been
accounted for on the basis of CS-3/CS-4 statements prepared by the respective units. Further, the
outstanding balance under “Receivables against Supply” continues to remain significantly high
across the units. During FY 2025-26, an increase of 208.48 Crores has been noted in
receivables, whereas the Revenue from Sale of Power amounts to 21,672.14 Crores. The opening
outstanding balance was %35,173.76 Crores, indicating that recovery against old dues remains at a
comparatively lower level.

(c)It has been obscrved that substantial amounts have been disbursed to employees across various
units within the Zone in the nature of T.L/P.I. advances. As per the Corporation’s extant
circulars/instructions, such advances are required to be adjusted or recovered within the
prescribed time frame, preferably by the end of the financial year. However, on scrutiny, it is
noted that in several units/divisions, T.1./P.1. accounts have not been duly reconciled and closed.
A number of such advances are outstanding from prior years, as well as from the current
financial year, indicating deficiencies in monitoring and timely adjustment. Consequently, an
aggregate amount of 36,80,700 remains outstanding as on March 31, 2026. The continued carry
forward of such balances is not in compliance with the prescribed guidelines and may lead to
potential risks of non-recovery and misstatement of accounts.

(d)Physical Verification of the Fixed Assets was done during the FY 2024-25. The obsolete, damage
as well as lost assets have not been determined.

(e)As per UPPCL rules, finger impression of every employee shall be rc-attested after every five
years of service and every annual increment shall be verified by the employee concerned. During
our verification of the Service Books on sample basis, above compliance was not available. As
informed to us it is not possible to take finger impression of each employee after every 5 years.

(f) During the audit, it was observed that advances to employees were recorded as outstanding against
materials in various units, with some amounts being considerably large. Additionally, advances
for materials were debited to Junior Engineers (J.E.s), who later provided details on consumption
and remaining stock balances through JE Stock Accounts in Forms 18/28/35/48. The provision
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ensstry for miscellaneous advances to employees was recorded in line with DISCOM directives;
however, the reconciliation and verification of such advances require further scrutiny.

HEAD OF ACCOUNT CLOSING BALANCE AS
ON 31.03.2026
28.40100 61,49,879.41
28.40120 71,03,595.00
28.41110 77,222.00
TOTAL 1,33,30,696.41
The Company has not complied with the requirements of Schedule 1 of the Companics

Act, 2013 and Ind AS. The Zonal Offices lack a structured system for preparing the Balance
Sheet and Statement of Profit and Loss, which are essential for financial reporting compliance.
Instead, only Trial Balances (MTB) were provided for audit purposes, which does not meet the
statutory requirements under Schedule 111 of the Com panies Act, 2013.

{v) In Varanasi Zone it has been observed that:-
i. Huge amount outstanding against advance to contractors under AG Code 25 (Rs. 8.50 crore) at the

opening of financial year has been settled/accounted during the year. At the end of the year, Rs.
11.42 crore is given as advance.

ii. The Zone has pending court cases amounting to ¥ 1,12,40,73,559.00, which could have potential
financial implications. Additionally, several intemal auditors have reported that the Fixed Asset
Register has not been updated, which impacts the proper recording and verification of assets.

jii. It has been reported to us that the reconciliation of inter unit balances are still pending and
showing huge amount pending.

iv. There are also several statutory assets and liabilities balances are showing in the MTB, which
needs to be adjusted with HQ IUT GL.

v. There are several GL codes in SAP having no transaction during the year. There are opening
outstanding balance remain untouched and carried forward for next year. These GLs are required
to be adjusted/settled. Moreover, more than one GL are opened in SAP-ERP for the same
nomenclature of Income/Expenses/ Assets/Liabilities.

vi. Tt was observed that accrual-based accounting (Ind AS 1) is not being followed properly across the
Zone, leading to non-compliance with financial reporting standards and affecting transparency in
financial statements.

vii. As per corporation rules/regulations TI should be opencd against the passed voucher and must be
closed within the year. We have observed that an amount of Rs. 58000/-is outstanding in TI for
more than threeyears in UEDD-I, Varanasi under AG code 24.22010, An Amount of Rs. 2000/-

Offices:

New Delhi: 9910438512 Dehradun: Gopalgan]: Bhopal: Hyderabad: Pune: laipur:
9415408610 9425018323 9074421024 RIIVEHI66] 9R93266600 887881288

Raipur: 8149448136 Mumbai: Patna Noda: Ranchi Lucknow: CGuwahati:
9699218860 049920823 ';4@10}162?6 7554093464 170999544 0839045415 |




Oé(

IND! A

JITENDRA AGARWAL & ASSOCIATES

CHARTERED ACCOUNTANTS
2/ 10 Vijay Khand, Gomti Nagar, Lucknow - 226010
Ph. : HO: Lucknow : 9415003111

jitendrafca@gmail .com
http://jitendraca.com/

viil.

The detail of imprest is as under :-

is outstanding in Permanent Imprest in Books ofUEDD-I, Varanasi under AG code 24.21010.
These amounts need to be reconciled at the carliest. An amount of Rs. 27,94375.10(GL code
24.21010, GL code 24.22010 ,GL code 24.22000) outstanding as on 31 .03.2026.

GL code Op. Balance Debit Credit Cl Balance
24.21010 2000.00 2000.00
24.22000 4416883.82 | 27076219.63 | 28793978.35 2734375.10

24.22010 92285.00 19560.00 53845.00 58000.00
4511168.82 27095779.63 | 28847823.35 2794375.10
For Jitendrg Agarwal & Associates
Chartereg/Accountants
FRN: 003755C
(€A Jitéydra Agarwal)
Partner
M No.: 072529
UDIN: 26072529HNAUDS1583
Place: Lucknow
Date: 30/05/2026
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“Annexure [1” to Independent Audit Report

As required by para XXI of CARO (2020} Order under Companies Act, 2013, adverse remarks

as reported by respective Auditors are furnished below:
Holding Company -Uttar Pradesh Power Corporation Limited.
i. Para No. 1 Relating to property, Plant & Equipment
ii. Para No. 2 (a) Relating to physical verification of inventory.

iii. Para No. 2 (b) Relating to submission of quarterly statements to Bank regarding working

capital limits.

iv. Para No. 3(c} Regarding terms & conditions for repayment of loans debited to subsidiaries.
v. Para No. 4 Regarding Board approval for loan granted to subsidiaries.

vi. Para No.7 Related to Non-Payment of Statutory dues.

vii. Para No. 13 Relating to approval of related parties’ transaction by Audit Committee.

viii. Para No. 14 Relating to deficiencies in internal audit system.
Subsidiaries

a. Pashchimanchal Vidyut Vitran Nigam Ltd.

i. Para No. 1 Relating to property, Plant & Equipment.

ii. Para No. 2 (a) Relating to physical verification of Inventory.
iii. Para No. 6 Regarding cost records.
iv. Para No. 7 (a) Regarding Statutory Dues.

b. Dakshinanchal Vidyut Vitran Nigam Ltd.

i. Para No. (i) Relating to property, Plant & Equipment.

ii. Para No. (ii) (a) Relating to physical verification of Inventory.
iii. Para No. (vii} Regarding Statutory dues
iv. Para No. (xi} () Regarding Fraud

v. Para No. (xiv) Related to deficiencies in internal audit system.
vi. Para No. (xvii) Related to cash losses.

¢. Purvanchal Vidyut Vitran Nigam Lid.

i. Para No. (i) Relating to property, Plant & Equipment.

ii. Para No. (ii) (a) Relating to physical verification of Inventory.
iii. Para No. (vii) Regarding Statutory Dues.
iv. Para No. (ix) (a) Relating to repayment of loans & borrowings.
v. Para No. (xi} {c) Relating to whistle blower mechanism.
vi. Para No. (xiv) (a) Regarding deficient internal audit system.
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d. Kanpur Electricity Supply Company Lid.

i, Para No. (i} Relating to property, Plant & Equipment.
ii. Para No. (ii) (a) Relating to physical verification of Inventory.
iii. Para No. (vi} Regarding Cost Records.
iv. Para No. (vii} (a} Regarding Statutory Dues.
v. Para No. (ix) Regarding loan taken through UPPCL Holding Company.
vi. Para No. (x) (a) and (b) Regarding money raised by way of IPO and regarding disclaimer of
section 42 and section 62 of companies act 2013.
vii. Para No. (xiv) (a) and (b ) Regarding Internal Audit system.
viii. Para No (xix) Disclaimer regarding payment of liabilities within one year from the balance
sheet date.

e. Madhyanchal Vidyut Vitran Nigam Ltd.

i. Para No. (i) Relating to property, Plant & Equipment.

ii. Para No. (ii) (a) Relating to physical verification of Inventory.
jii. Para No. (vi} Regarding of cost records.
iv. Para No. (vii) Regarding statutory dues.

v. Para No. (xiv) Regarding deficiencies in Internal Audit system.
vi. Para No. (xvii) Related to cash losses.

For Jitendra Agarwal & Associates
Chartered Accountants
FRN: 003755C

(CA Jitendra Agarwal)
Partner

M No.: 072529

UDIN: 26072529HNAUDS13583
Place: Lucknow

Date: 30/05/2026
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INDIA

Annexure III to Independent Auditors Report

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013.

We have audited the internal financial controls over financial reporting of Uttar Pradesh Power
Corporation Limited (*“the Company”) as of 31% March, 2025 in conjunction with our audit of the
Consolidated Financial Statements of the Group for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The management of the company is responsible for establishing and maintaining internal financial
controls based on the internal control over financial reporting criteria established by the Company
considering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls over Financial Reporting issued by the Institute of Chartered Accountants of India
(‘ICAI’). These responsibilities include the design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring the orderly and efficient conduct of its
business, including adherence to Company’s policics, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Companies Act, 2013.

Auditors’ Respousibility

Our responsibility is to express an opinion on the Company’s internal financial controls over financial
reporting based on our audit. We conducted our audit in accordance with the Guidance Note on Audit of
[nternal Financial Controls Over Financial Reporting (the “Guidance Note”) and the Standards on
Auditing, issued by ICAI and deemed to be prescribed under section 143(10) of the Companies Act,
2013, to the extent applicable to an audit of internal financial controls, both applicable to an audit of
Internal Financial Controls and, both issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that we comply with ethical requirements and plan and perform
the audit to obtain reasonable assurance about whether adequate internal financial controls over financial
reporting was established and maintained and if such controls operated cffectively in all material respects.

Our audit invoives performing procedurcs to obtain audit evidence about the adequacy of the internal
financial controls system over financial reporting and their operating effcctiveness. Our audit of internal
financial controls over financial reporting included obtaining an understanding of internal financial
controls over financial reporting, assessing the risk that a material weakness exists, and testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk. The
procedures selected depend on the auditor’s judgement, including the asscssment of the risks of material
misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the Company’s internal financial controls system over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting
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INDIA

A Company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the prescntation of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A
company's internal financial control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the asscts of the company;

(2) Provide rcasonable assurance that transactions are recorded as nccessary to permit preparation of
financial statements in accordance with generally accepied accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and

(3) Provide reasonable assurance regarding prevention or timely detection of un-authorised acquisition,
use, or disposition of the company's assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the
possibility of collusion or improper management override of controls, material misstatements due to error
or fraud may occur and not be detected. Also, projections of any evaluation of the internal financial over
financial reporting to future periods are subject to the risk that the internal financial control over financial
reporting may become inadequate because of changes in conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

Qualification Opinion:

According to the information and explanations provided to us and based on the reports on Internal
Financial Controls Over Financial Reporting of Holding company audited by us and its Subsidiaries,
audited by the other auditors, which have been reproduced to us by the Management, the following
control deficiencies have been identified in operating effectiveness of the Group’s internal financial
control over financial reporting as at 31*' March 2026.

A. Holding Company (Uttar Pradesh Power Corporation Limited)

i. Internal control system with rcgard to Cash transactions, Procurement /Works transactions,
maintenance of inventory, mainienance of Books of Accounts, Fixed Assets register, delegation of
powers to various employees etc. requires to be further strengthened to ensure transparency,
accountability, and compliance with established procedures.

ii. The Company does not have an adequate system for periodic review, reconciliation, and settlement
of old balances appearing under various asset and liability heads. Such balances require timely
scrutiny and consequential adjustments, wherever necessary. Further. party-wise details in respect of
certain liability balances, including security deposits and retention money, are not properly
maintained, which affects the accuracy, reconciliation, and traceability of such balances.
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iii. The existing system for identification, monitoring, and reconciliation of Inter Unit Transactions

iv.

vi.

(IUT) between various units and the Head Office is not adequate. Regular reconciliation of such
transactions is not being carried out, and proper details regarding the nature and particulars of
unreconciled items are not maintained. Consequently, an amount of ¥176.32 crore remains
unreconciled, which may have an impact on the accuracy of financial reporting and inter-unit
accountability.

There is no system of confirmation and reconciliationof balances in accounts of parties, contractors,
Government Department etc. including those balances appearing under receivables, payables, loan
and advances.

During the course of our Audit, it was observed that payments are being released by Single signatory
without fixing any threshold limit. It is suggested that all payments should be released after fixing
threshold limit only by joint signatory.

The age-wise classification of Trade Receivables and Trade Payables appears to be inaccurate, as it is
not prepared on a bill-wise basis. This may lead to misrepresentation of the actual ageing of
outstanding balances and could affect the assessment of credit risk and working capital management.

Observations in Material Management Zone Audit Report on Internal Control over Financial
reporting

According to the information and explanations given to us and based on our audit, the following material
weaknesses have becen identified as at March 31, 2026:

During review of balance of Rs. 498.64 crore appearing under the head 46.975 - Liability migration
account revealed that a sum of Rs. 422.19 crore( Net) has been credited under this head towards
differences identified during reconciliation with vendors. However, records for processing of said
adjustments shows that :

a. Despite periodic commercial reconciliation carried out by the unit, exact reasons for differences
could not be identified as in few CPSEs and State public undertaking could not provide year
wise ledgers due to multiple accounting systems, migrations and non-availability of legacy
records ctc. Under the circumstances, excess liability of Rs. 228.04 crore reflected in books of
UPPCL and provision of Rs. 187.69 crore exists against which no current liabilities are pending.
Further, Rs. 6.46 crore pertaining to unclaimed balances has also been transferred to this
account. Hence, from the said facts it is evident that the exact reasons for differences during the
reconciliation could not be identified and thus such reconciliation is not complete in its entirety
and as such impact thereof should not have been taken in books of account

b. Excess liabilities as identified were proposed to be written off / write back with approval of Board
of Directors. However, pending the said approval, adjustment have been made in books of
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Iv.

account through migration account which in our view should have been dealt through Profit &
Loss account of current year 2025-26 with approval of Board.

System of reconciliation and confirmation of balances in accounts of vendors, contractors,
Government Department etc including those balances pertaining to receivables, payables, Loan and
Advances on a regular basis requires to be streamlined and strengthened.
Zone has maintained books of account on SAP-ERP system. However, documentary evidence
regarding various implemented control including maintenance & preservation of audit trail, user’s
roles & responsibility, system audit etc. were not made available to us. In this context we were
explained that aspect of identification and assessment of various Risks including financial reporting
Risk, maintenance & preservation of audit trail (edit log) facility were being dealt at Head office.
Some of the observations noted during our test check are mentioned below:

There are open items in various ledger particularly vendor ledger since long time,

Various un-cleared credit entrics are appearing in vendor ledgers made through funds section vide

KZ documents which remained unexplained by the unit # 330 and as such requires to be
streamlined.

Invoice verification date is appearing as Document date instead of Invoice date.

There are cases where payments booked in SAP through general entry in voucher type AB
instead of booking through Payment vouchers (K7) documents.

Differences in quantity were observed in Quantitative details of electricity purchased appearing in
SAP as compared to Actual quantity of scheduled electricity during the year i.e. scheduled
energy is 1,51,165.80MU as against 1,59,329.67 MU appearing in SAP. Reasons for difference
in accounted energy could not be explained and are subject to reconciliation.

In view of the above, we are unable to comment upon the effectivencss, integrity of the control system,
Risks including financial reporting Risk, maintenance & preservation of audit trail (edit log) facility.

Internal / Concurrent audit system :

System of concurrent audit of Bills for power purchase from gencrators aggregating to Rs. 84,571.09
crores during the year and reconciliation of vendors account etc. from external agencies in practice in
previous financial years has been discontinued during current financial year resulting into non audit of
power purchase bills on concurrent basis and shortcoming / deficiencies on said accounts being
reported by concurrent auditors. However, Internal audit on annual basis as was being conducted in
carlier years was got conducted. Considering the size and nature of activities of unit, system of audit
on annual basis wherein payments has been checked for 4 months on sample basis and coverage of
core activities of unit relating to purchase of power is not considered to be adequate in absence of
audit on concurrent basis and not in commensurate with size and nature of activities of unit. Further,
compliance of concurrent audit observation for FY 2023-24 relating to recovery of Rs. 136.94 crore is
continuing. In our view the system of concurrent audit /Internal audit framework should cover major
value of transactions such as power purchases, vendor settlement, reconciliation, contract
management etc. to be streamlined & strengthened for ensuring effective monitoring and control over
the transaction of the unit.
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V.  Subsidy receivable from UPNEDA and IREDA arc accounted at the time of payment of power
purchase to eligible generators. However, details of actual claims raised with UPNEDA/IREDA and
confirmation of balances with UPNEDA /IREDA are not available.

VL. Aspect of writing back of balance of Rs. 1290.41 crore at unit level was dealt in Audit Report for FY
2024-25 ie.

“ Written back of balances of Rs.1290.4] crore (Credit) under the head ‘62.912 ~Sundry Credit
written back’ in FY 2024-25 pertaining to old, un-claimed, un-reconciled balances etc. of previous
year in respect of various generators/vendor and further allocated to DISCOMS with approval of
Director (F) at unit level of such material amount of earlier years denotes lack of observance of
internal control procedure, incorrect depiction of profitability of earlier years, material impact on the
profitability of the current year and as such any correction/ writing back of balances of such nature
would in our view require approval of board of directors as a part of Corporate Governance for
ensuring to streamline the internal control mechanism prevailing in the corporation and correct &
proper disclosure in financial statement.”

In this context we are of the view that the corporation may consider to frame delegation of powers
with respect to write off / write on in respect of earlier years having material impact on profitability of
the corporation.

VIL.  Review of power purchases from M/s IEX revealed that during the year unit has purchased 1619.56
MUs at average purchase price of Rs. 6.52 per unit and sold 6060.29 MUs at average sale price of Rs.
3.77 per unit and test checks revealed that on few occasion sales and purchases were made on same
days which inter alia implies that average sale price of power is abnormally lower than the average
purchase price and as such requisite efforts needs to be made for scheduling for power to avoid such
unnecessary increase in power cost.

VIII.  System of reconciliation of scheduled power as compiled by Zone with UPSLDC and other
scheduling authorities was explained to be not in practice which needs to be established for cross
verification of the scheduled energy compiled by Zone.

IX.  Late payment surcharge is being accounted for on the basis of bills received by unit. System of
determination of Late payment surcharge after the specified time period as per PPA in respect of
unpaid bills is not in place to ensure accounting of LPS on accrual basis.

X.  During review of bills in respect of banked energy, it was observed that banked encrgy lapsed for
withdrawal and available for drawl is not being bifurcated as per CRE guidelines. In some cases it
was observed that withdrawal of energy was made in spite unavailable banked energy, which is not in
accordance with CRE guidelines. Non-bifurcation of energy in lapsed and available for drawl may
result in lack of control over supply of energy in excess of Banked energy available for drawl
resulting in loss of revenue. Further, test checks of the provisions made on the said account was
found to be varying with the details of energy banked & drawn available in records of generators.
Hence, the aspect of determination of lapsed & available energy needs reconciliation in respect of all
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such co-generators for ensuring proper control over the banked energy and creating provision in
books of account.

XI.  System of regular reconciliation of TDS receivable as per books of account with figures appearing in
26 AS, Analysis of year wise breakup w.r.t. status of completion of the income tax assessments needs
to be strengthened.

A ‘material weakness’ is a deficiency, or a combination of deficiencies, in internal financial control over
financial reporting, such that there is a reasonable possibility that a material misstatement of the
company's annual or interim financial statements will not be prevented or detected on a timely basis.

In our opinion, except for the effects/possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the Zone has maintained, in all material respects,
adequate internal financial controls over financial reporting and such internal financial controls over
financial reporting were operating effectively as of March 31, 2026 based on the internal controls over
financial reporting criteria established by the Company considering the components of internal controls
stated in the Guidance Note on Audit of Internai Financial Controls over Financial Reporting issued by
the ICAL

Branch Auditors have considered the material weaknesses identified and reported above in determining
the nature, timing, and extent of audit tests applied in our audit of the March 31, 2026 of financial
statements of the Zone, and these material weaknesses do not affect our opinion on the financial
statements of the Zone,

B. Subsidiaries

a) The Auditors of Pashchimanchal Vidyut Vitran Nigam Limited have reported that:

In our opinton and according to the information and explanations given to us and based on our audit
procedure performed, the following material weakness has been identified in the operating effectiveness
of the Company’s internal financial control over financial reporting as at 31>March, 2026:

I.  The Company did not have an appropriate internal control system for reconciliation of quantitative
details and value of property, plant and equipment reflected in the financial statements, stating the
same is under process. Consequently, its impact on the financial statements cannot be ascertained.

il.  The Company did not have an appropriate internal control system for obtaining external balance
confirmation on periodic basis. This could potentially result in inaccurate assets & liabilities
disclosed in the books of accounts.

iti.  There is huge amount pending for recovery of advances from employees, contractors and suppliers.

iv.  Bank Reconciliation Statement (BRS) in respect to bank accounts in some divisions, contains
outstanding of earlier years entries, which includes stale cheques, uncashed cheques, other debits and
credit, which requires special attention of the management for necessary adjustments.
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V. The Company has shown ¥792.18 crore as Inter Unit Transfer under the head of other financial
liabilities (Current) and no further details or reconciliation of these amounts are provided to us.
Special attention of the management is called for periodical reconciliation of this account and
necessary adjustments thereto. Management has informed that the reconciliation of these entries is

under process.

Qualified Opinion

In our opinion, except for the possible effects of the material weakness described above in the Basis for
Qualified Opinion paragraph, the Company has in all material respects maintained adequate internal
financial control system over financial reporting and such internal financial controls with reference to
financial statements were operating effectively as at 31st March, 2026, based on internal control over
financial reporting criteria established by the Company considering the essential components of
internal control stated in the Guidance Note on audit of Internal Financial Controls over Financial
Reporting issued by the Institute of Chartered Accountants of India.

We have considered the material weakness identified and reported above in determining the nature,
timing and extent of audit tests applied in our audit of the financial statements of the Company as at
and for the year ended 31st March 2026 and the material weakncss has affected our opinion on the
financial statements of the Company and we have issued a qualitied opinion on the financial
statements.

b) The Auditors of Dakshinanchal Vidyut Vitran Nigam Limited have reported that:

I. The Company did not have an appropriate internal control system for recording of financial
transactions into books of accounts commensurate to size and nature of business of the Company.

2. There was absence of integrity of accounting data between different accounting hierarchy wherein
manual accounts (Trial Balances) of divisions were consolidated manually at Zones, which were
further consolidated at Head Office with Head Office, Schemes/Units accounts upto 30.06.2024
which had resulted in unexplained consolidation suspense the balance of which is 2113.23 crores
as on 31.03.26 in the nature of Inter Unit Transfer (IUT Difference} subject to matlers reported
Basis of Qualified Opinion section of our report, and could potentially result in misstatement in
consolidated figures.

3. The Company did not have an appropriate internal control system for integrating billing software
data with accounting data, which could potentially result in material misstatement in the
Company’s revenue from operation, trade receivables and provision for bad debts balances.
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10.

11.

12.

The Company did not have an appropriate internal control system for physical verification,
maintenance of inventory registers, and valuation of inventories, which could potentially result in
material misstatement in the Company’s inventories balances.

The Company did not have an appropriate internal control system for physical verification of fixed
asset, identification of discarded assets and identification of impairment losses, which could
potentially result in misstatement in the Company’s fixed assets balances.

The Company did not have an appropriate internal control system for making assessment of
completion of Capital Work in Progress (CWIP), which could potentially result in material
misstatement in Company’s CWIP and Fixed assets balances duc to non-capitalization of
completed projects as reported in Basis of Qualified Opinion section of our report.

The Company did not have an appropriate internal control system for obtaining periodic external
balance confirmation, which could potentially result in misstatement in Company’s trade
receivable, other receivables, and other payables figures.

The Company did not have an appropriate control for identifying very long outstanding receivables
and/or payables. These could result in misstatement in the Company’s Financial Assets-Others
{Current), Other Current Assets, Other Financial Liabilities (Current).

The Company did not have an appropriate internal control system for making independent
assessment of power purchases and transmission charges. Further such expenses are booked on the
basis of advice/invoices received from UPPCL & UPPTCL respectively.

The Company did not have an appropriate internal control system for recording ‘Recovery
Certificates’ (Section 5 of Revenue Recovery Act, 1890) sent, received back unrealized, pending
realization, which could result in mis-statement in trade receivable and provision of doubtful debt.

The Company internal control system over provisioning of expenses, booking of accounting
transactions under various heads, etc. was not operating effectively, which could potentially result
in misstatement of Company’s financial statement. As per report of Agra Zone Provision of
expenses of X 20,44,414/-(as checked on sample basis) is not created and debited to expenses
account.

ASSET MIGRATION ACCOUNT (GL HEAD 28.869) & LIABILITY MIGRATION ACCOUNT
(GL HEAD 46.9750)

The company following its Holding company office memorandum dt. 12.03.2024 has clubbed long
outstanding (dt 12.08.2003 - Transfer scheme Balances) balances of various accounting heads
(fundamentally debit balances) under GL 28.869 Asset Migration Account of ¥54.86 crores and
accounting heads (fundamentally credit balances) under GL 46.975 Liabilities Migration Account'
of 217.92 crores for which no balancing/reconciliation is available in our opinion in absence of any
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reasonable certainty for the recovery/payment, both such balances may be considered for write off
to Profit & Loss Account necessary enquiry and approval.

A ‘material weakness’ is a deficiency, or a combination of deficiencies, in internal financial control over
financial reporting, such that there is a reasonable possibility that a material misstatement of the
company's annual financial statements will not be prevented or detected on a timely basis.

Opinion

In our opinion, except of the effects/possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the Company has maintained, in all material
respects, adequate internal financial controls over financial reporting and such internal financial
controls over financial reporting were operating effectively as of March 31%, 2026 based on the
internal control over financial reporting criteria established by the Company considering the essential
components of internal control stated in Guidance Note on Audit of Internal Financial Controls QOver
Financial Reporting issued by the Institute of Chartered Accountants of India. However, as the
company has migrated from manual based accounting system to SAP-ERP based accounting system
during the last financial year, and last year we recommended for data migration audit and in our
opinion system audit should be conducted on regular basis.

We have considered the material weaknesses identified and reported above in determining the nature,
timing, and extent of audit tests applied in our audit of the March 31%, 2026 financial statements of the
Company, and these material weaknesses does not affect our opinion on the financial statements of the
Company.

¢) The Auditors of Purvanchal Vidyut Vitran Nigam Limited have reported that:

6. According to the information and explanations provided to us and based on the reports on Internal
Financial Controls Over Financial Reporting of Company audited by us and its Six Zones, audited
by the zonal auditors, the following control deficiencies have been identified in operating
effectiveness of the internal financial control over financial reporting as at 3 1st March 2026 :-

i. .The Company is using SAP/ERP for recording accounting transactions and generation of Trial
Balance. However, the preparation of the Financial Statements, including the Balance Sheet,
Statement of Profit and Loss, and supporting schedules/notes, is being carried out manually
through spreadsheets/excel outside the ERP environment. In the absence of an automated
system-driven financial statement compilation process and adequate spreadsheet controls, there
exists a risk of manual errors, omissions, unauthorized changes, and inadequate audit trail,
which may affect the effectivencss of internal financial controls over financial reporting
relating to the preparation and presentation of financial statements.
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ii.

ii.

Thete is no established system or process in place for periodic review and reconciliation of old
balances appearing under various asset and fiability heads. As a result, several balances remain
unverified, unreconciled, or unadjusted over extended periods. This lack of review increases
the risk of misstatcments in the financial statements and may lead to incorrect asset or liability
recognition. A structured and ongoing mechanism for review, reconciliation, and appropriate
adjustment of such aged balances is nccessary to ensure the accuracy and reliability of the
books of account.

The current financial reporting environment lacks seamless integration between the Revenue
Management System (RMS) and the Enterprise Resource Planning (ERP) system. This
disconnect leads to manual interventions, delayed reconciliations, and increased risk of errors
or omissions in revenue recognition, customer billing, and receivables tracking. Establishing an
automated interfacc between RMS and ERP is essential to strengthen internal controls, ensure
data integrity, and enhance the accuracy and timeliness of financial reporting. Integration
would also improve audit trails, reduce duplication of efforts, and support better decision-
making through real-time information flow.

iv. Internal control system with regard to Cash transactions, Procurement/Works transactions,
maintenance of inventory, capitalization of WIP maintenance of Books of accounts, Fixed
Assets register, delegation of powers to various employees etc. requires to be further
strengthened.

v. The Company has not implemented adequate access controls as part of its Internal Financial
Controls. User access to financial systems is not consistently restricted based on roles and
responsibilities, and there is no evidence of regular review or approval of access rights.

vi. Profit Centres should have access control.

vii. The present system of identification and reconciliation of Inter Unit transaction is not adequate.
The reconciliation needs to be done on a regular basis with complete details of the nature
andparticulars of the unmatched items.IUT is not yet reconciled.

viii. There is no system of confirmation and reconciliation of balances in accounts of parties,
contractors, Government Department etc. including those balances appearing under receivables,
payables, loan and advances.

ix. The books of accounts are maintained on ERP but few journal entries are based on manual
calculations that increase the risk of errors and omissions.

X. The Company did not have an appropriate internal control system for valuation of inventories,
which could potentially result in material misstatement in the Company's inventories balances.
As per our test check, few inventories are having negative balance.
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i. The Company did not have an appropriate internal control system for physical verification of

fixed asset and identification of discarded assets, which could potentially result in misstatement
in the Company's fixed assets balances.

xii.The Company internal control system over rcconciliation of bank accounts was not operating

effectively. We have observed * difference in balance as per bank vs balance as per cash book
with very old outstanding as reported in Basis of Qualified Opinion section of our report.

Opinion

In our opinion, except for the effects/possible effects of the material weaknesses described above on
the achievement of thc objectives of the control criteria, the Company has maintained, in all
material respects, an adequate internal financial controls system over financial reporting and such
internal financial controls over financial reporting were operating effectively as at March 31, 2026,
based on the internal control over financial reporting criteria established by the Company
considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financtal Reporting issued by the Institute of Chartered
Accountants of India.

d) The Auditors of Kanpur Electricity Supply Company Limited have reported that:

¢)

In our opinion, except for the matters specified in Para No: B(II)(4),(VD)(b)&(c) and E(3) of The
Independent Auditor's Report and Para No: (xiv) of Companies (Auditor's Report) Order, 2020, the
Company has, in all material respects, an adequate internal financial controls with reference to the
financial statements and such internal financial controls with reference to financial statements were
operating effectively as at 31st March, 2025, based on the internal control over financial reporting
criteria established by the Company considering the essential components of internal control stated in
the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by "The
ICAI".

The Auditors of Madhyanchal Vidyut Vitran Nigam Limited have reported that:

System of compilation of Bank Reconciliation statement is weak in as much as many old un-
reconciled/ unidentified cntrics are pending in the BRS for adjustment and its appropriate
accounting in the books of account.

It was noted that large number of un-reconciled IUTs are persisting since previous years. Special
attention of the managoement is called for reconciliation of this account and necessary adjustments
thereto. Management has informed that the reconciliation of these entries is under process,
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iii.

iv.

vi.

vil,

viii.

Party wise details, ageing and breakups/ sub-ledgers of advances to supplier, contractors, staff,
security deposits and other parties {(except for the current year) was generally not maintained and
hence the system of reconciliation and balance confirmation with the concerned parties is not in
vogue. This could potentially result in inaccurate assets & liabilities disclosed in the books of
accounts.

It was noted that billing of power is generated through an IT system but the billing system is
independent of accounts department and reports generated from billing system were not reconciled
with the accounts. Further, Consumer wise outstanding and ageing analysis of outstanding amount
is not available with accounts department to reconcile trade receivable as per books of account with
the data of commercial department wherein there are huge differences.

It was also noted that billing for sale of electricity to consumers are accounted for on the basis of
report generated through Online Billing System implemented by various outsourced agencies.
However, system audit of the said billing system, if any, being dealt at UPPCL was not made
available to us and as such we are unable to comment on the efficacy of the same.

It was noted that various payments for AMCs/ online billing system/ other expenses of the UPPCL
etc are done by UPPCL on behalf of the company and its accounting is done in the books on the
basis of debit notes raised by UPPCL. Similarly, loans taken, repaid, bonds issued, subsidies
received, liabilities/provision written back, interest cost etc are being accounted for only on the basis
of debit notes/ credit notes {rom the UPPCL. However, there was no system in the company to
independently ascertain and ensure the direct attributability and accuracy of the provisioning of total
expenditures so done or entries received pertaining to the financial year.

As reported by zonal auditors of Ayodhya Zone, the Zone does not have an appropriate internal
control system in respect of capital work in progress (CWIP). All CWIP are capitalised without
taking into account the complction certificate from external authorities.

Internal control in respect of movement of inventories during maintenance and capital works,
material issued/ received 1o/ from third parties and material lying with sub-divistons, need to be
reviewed and strengthencd.

The Company do not have an appropriate internal control re garding realization of arrears. Company
is making bad debts provision as directives issued vide Notification G.S.R. 635(E) dated 10 October
2024 of the Ministry of Power under the Electricity Act, 2003, namely the “Electricity Distribution
(Accounts and Additional Disclosure) Rules, 2024, but the percentage of provision in the age
group of more than 3 years is not in line of Ind AS 109,

ix. The Company did not have an appropriate internal control system to minimize electricity theft and

line losses,

It was observed that prior period adjustments amounting to Rs. 299.99 crore pertaining to FY 2024-
25 and Rs. 50.65 crore relating to periods prior to FY 2024-25 were recognized in the Statement of
Profit and Loss during the year under audit. While supporting details for the adjustments recorded
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were provided, the complete transaction-level data, including invoice dates and ageing of all
transactions, was not made available for audit verification.

xi.  Inabsence of the complete population of transactions along with period-wise invoice details, we were unable
to verify the completeness of prior period items identified and accounted for during the year. Accordingly,
the possibility of certain transactions requiring prior period reporting remaining unidentified or unaccounted
for could not be ruled out.

xil. The matter indicates deficiency in controls relating to period-end review, identification, and
monitoring of prior period transactions. The absence of comprehensive supporting records and
period validation mechanisms may not be fully aligned with the principles prescribed under Ind AS
8 relating to accounting errors and prior period items and may impact the reliability and
completeness of financial reporting under Ind AS 1.

xiii.  Various debit and credit opening balances are lying unadjusted, including the balances received
under transfer scheme. Under these circumstances, we arc not in a position to comment on the
possible impact thercof on the financial statements of the company.

Xiv. It was observed that salary provision amounting to Rs. 2.50 crore created as on 31.03.2025
continued to remain outstanding during FY 2025-26 without reversal / adjustment. Non-reversal of
the provision has resulted in overstatement of liabilities and indicates deficiency in the control
mechanism relating to review, monitoring, and closurc of ycar-cnd provisions.

The aforesaid treatment is not in linc with the principles prescribed under Ind AS 37 requiring
periodic reassessment and reversal of excess / obsolete provisions and may also impact the true and
fair presentation requirements under Ind AS 1. The matter further reflects weakness in internal
financial controls over financial reporting, particularly with respect to period-end closure and
validation of outstanding liabilities.

A ‘material weakness’ is a deficiency, or a combination of deficiencies, in internal financial control over
financial reporting, such that there is a rcasonable possibility that a material misstatement of the
company's annual or interim financial statements will not be prevented or detected on a timely basis.

In our opinion, except for the effects/possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the Company has maintained adequate internal
financial controls over financial reporting and such internal financial controls over financial reporting
were operating effectively as of 31%March 2025 based on the internal controls over financial reporting
criteria established by the Company considering the components of internal controls stated in the
Guidance Note on Audit of Internal Financial Controls over Financial Reporting issued by the ICAI.

We have considered the material weaknesses identified and reported above in determining the nature,

timing, and extent of audit tests applied in our audit of the financial statements of the Company as at
March 31, 2025, and these material weaknesses have affected our opinion on the consolidated financial
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statements of the Company and therefore we have issued a Qualified Opinion on the consolidated
financial statements of the Company.

Partner
M No.: (72529
UDIN:26072529HNAUDS1583
Place: Lucknow

Date: 30/05/2026
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Statement of Book Value of Assets as on 31.03.2026 [Annex-VA
For Vistara Debenture Trustee (Figures in Cr)
Cofumn A Columin B Colum n €1 Colum n Di Colum n Ei Column Fiv Column G Colum n Ha Calumn Ivii [Column | Golimn K [Colomn L [column M [Column N Column O
[Barticulars Dascription of asset (Exclusive Charge |Exclusive Charge [Paril- Passu Pari: Passu Charge Pari-Passu Charge ‘Assets pot offersd ‘Elimination  |{Total C to H) Belatad t only those {teris covered by this certificate. % .
[or which this 1 Charge. #5 Security [amount in -
certificate relare negative) =
‘Agsels shared by pari debt amount Carrying Mook value for exclusive. ;i
passu debt holder <onsidered more charge assets where market value | Marieet Value | |
Debtforwhich | Other Seeured | Debeorwhiey | (ncludesdebtfor 1o oo e ouee (dus Market Vilue | /101 2monalNAble orapplicable | for Parl- | | mark
g which this certificale is ol i exclieivenlls i {For B, Bank Balance, DSRA, | passu eharge |
uslsf_:u_rf!ﬁ'cam Debr this certificate | ™" il there s pari- Passu pari- passu far Assets it eEvallinis WaTaoplicaaIey A
being issued Being ssued | issued & other debt charge (mxcliding s T irke ] Py elsvin
i Sha with pari-passu charge) {tams covered i Exclusive
in eolumn  basis.
. Relating to Column F
Book Value Book Value Yes! No Beok Value: ﬁuok Valus
ASSETS
Property, Plantand Equipment - - - .76 - 30.76
Capitai Work i progress - - - - - - -
Right of Use Assets = - - & 3 = =
Good: - - - - 5
Assets - - - - .64 - 060
ngible Assets under - - - in 332
Development
Invesiments 123.00 - - 25.968.57 - 26.4091,57
Loans - - - - - -
Invantories - - - = - =
Trade Receivables 144144 8068, 19 - 26, 130,64 = - 35.640.27
Casht and Cash Eqg 19556 ErAi - 3.254.52 - 379719
- 24333 - - - - 243.33
267.32 1.195.33 - 1R70.68 125 - 3.332.00
202753 9.854.37 - 26,023.50 - 69,161.24
144144 7.842.07 - - - - 9.285.51
tpg par- passd 84232 - - #4232
charge with abave debt
Other Debt = = = B % 2
G B 5 = = 3327024 3327024
= - 3.763.18 - 3.763. 18
[ Trade payables = = 408 44 19,7926 20,201.11
Lease Llabilities - - - - - - -
Provisions - S L = = =
Others - - - - 69108 - 69108
Total - 1,441.44 7.5842.07 - 1.250.76 59.517.17 - 70,051.44
Cover on Book Value 1.41 1.26 - 24.99 044 - 0.99
Cover on Marke
_ﬁ:‘.:dnsiw: 141 Pari-Passu 24.99
Security Cover Security
Ratio Cover Ratio
Notes:-

1. The company has maintaned requisite seeurity cover o listed non converlible debent

es (NCDs) as om 31.03.2026

2. Monthly escrow cover on UPPCL revenue receivables an

1o Rs 67155 Crares have been provided 1o REC and amounting to Rs. 309,50 Crores 1o PEC 28 pavment security mechanism.

The NCDs are also secured by way of state government

guaranlces

4. All the financial covenants & other covenants of listed dobts securilics have bees complicd 4 on 31.03.2005,

vil. In order to match the llability amount with fi

AN

itis

¥ fa

/>

iminate the debt which has been counted more than once (included under exclusive cha,
wiil. Assets which are considared at Market Value like Land, Building, Residential/ Commercial Real Estate fo be stated at Market Value. Other assets having charg
ix. The market value shall be calculated as per the total value of assets mentianed in Column O,

i This column shall include book value of assets having exclusive charge and outstanding book value of debt for which this cerificate is jssued.

ii. This column shall include book value of assets having exclusive charge and outstanding book value of all corresponding debt other than column C.
lii. This colurmn shall include debt for which this certificate is issued having any pan-passu charge - Mention Yes, else No,
tv. This column shall include a) book value of assefs having pari-passu charge b) outstanding bock value of debt for which this cerificate is
V. This column shall include book value of all other assets having par-passu charge and oufstanding book value of correspending debt.

vi. This column shall include all those assets which are not charged and shall include all unsecured borowings

including subordinated debt and shall include only those assets which are paid-for.

tssued and ¢). other debt sharing par-passu charge along with debt for which certificate is issued,

e calumn a5 also under pari-passu). On the assets side, there shall not be elimination as there js no averap,
e o be stated at book valus/Carrying Value,

Director (Finance)
UPPCL

.Gangopadhyay )

Date: 3"{57 2—6

Place: Lucknow



| Statement of Book Value of Assets as on 31.03.2026 Annex-VA
For Beacon Debenture Trustee (Figures in CR))
Column 4 Catumn A Column € Column D [colmn Bu | Coluimin it |cotuma G * |eolim n i [Columnivii |calim Column K |Column L [catimn it [colimna Coltimn 0
Particulars |Exclisive Charge [Bxclusive Parf- Passt. | Pari- Passu Chargs Parl-Passu Charge Assets not | Etimination Related to only these [tems coverad by this certificare i
Charge Charge : =y offered as | (smountin 4 = DR
: A  Sécurity. negative] . T : foiL.
- Assers shared by pari debt amount 2 _Mg,fhmkvain! oy sxtusive. - ik.rry!ngwluefbouk vnhuewparb £
< passu debt holder considered charge assets where marl::naluels u'.i-hgr 1 ere
Description of asset Other Debtfor | tincludss debi for whicl | Other dssets on which mare . matascertalnable or applienble | value for
or which this Seciirad Deist| which this |1his conificale is issued & i TR (For Eg Bank Balance, DSRA, market | purs. piesi te
certificate relate : certificate | orter dobl with e eharge {m‘ﬂna (due b value is not applicable) charge (For Eg, Bank Balance, DSRA,
beingirsaed | 0 Irerms covared excllsive Astetsns | marketvalue |5 not applicable)
Rt in caluimn pluz, part- 3 A
fo passi charge]
: [Fislating to Column F
|Bookvaiue Book Value  [Yes/ No BookValue Hook Value:
ASSETS
[Property, Plantand - - - - 5076 = 50,76
Capltal Work-in Progress - - - - = - w
Use Assets - - - = -
= = - = 0,60 - .64
le Assets under - - - 3 - KRk
Development
Investments - 123.00 - - 25,968.57 - 2609157
Loang - = - - - = =
&068,19 La4l 44 - 26.130.64 - - 3560027
34710 195.56 - 3,254.52 - - LR Lrs L]
l-E.l.-.ic Balances other than 245,53 F - - - - 245.53
Cashand Cash Equivalents
Others" 1.193.58 267.52 - LR70.068 .25 - 333200
Total 985437 203753 - 3125584 2602350 - 69,161.24
LIABILITIES
Debt securitles to which T.842.07 LHI14 - = - 9.283.51
2kis certificate pertains
Other debt sharing pari- - - 84232 - - B42.32
hiarge with above
ot to be filled = = 33.270.24 - 3327024
Bank - - - = - -
Debt Securities - - - 576318 - 576318
Others - - = -
Trade payables - - A8 44 19.792.67 20.201.11
Lease Liabllities " - - - - =
[Provisions = - - % - -
Others B - - - G LOR - 691 00
Tatal - TR42.07 144044 - L2SITH S9517.17 = TOAS51.44
Cover on Book Value 1.2a L4l - 2499 .44 = .99
Cover on Market Value
Exclusive 1.26 Pari-Passu 2499
{Security Cover Security
Ratin Cover Ratio

mpiny lus imaintained requisite seewrity cover o listed ron convertible debeturcs (NCDs) as om 3103 2025

1 [3. The NCDs are also secured by wav of state government puimnte

il In order to match the ilability amount with
vill. Assets which are considered at Market Value like Land, Building, Residential/
%, The market value shall be calculated as per the fotal value of assefs mentioned in Column O,

\

2. Monthly eserow cover on UPPCL revenue receivables amounting fo Bs 67155 Crores have been provided to REC and amourting to Rs. 309.30 Cro

res to PFC as payment security mechnnism.

i, This column shafl include book value of assets having
ii. This column shall inciude baok value af assefs having exc
i, This column shall include debt for which this certificate s fssued having any mﬂ-passu charge - Mention Yes, else No,
iv. This eolurmn shall include a) book vaiue of azsets having pan-passu charge b) outstandin
V. This colurnn shall include book value of all ather assels having pari-passu charge and out:
vi. This eolumnn shall include ali those assats which are not charged and shall include alj

5 All the finmeial covenats & other covenanis of listed debls securities have been com

fied as on 3 1.03.2026;

I

[

charge and

charge and

1be

it i

¥ io

Wings

booik value of deb! for which this certificate is lssued.
baok value of all corresponding debt ather than calumn €.

P ar

debt and shall include anly those assets which are paid-for,
the debt which has been counted rmﬂ° than ance fincluded under exclusive charge column as also under
Commercial Real Estate to be stated at Market Value,

g book value of dedt for which this certificate is issued and c). other debt sharing pari-passu charge along with debt for which cerfificate is issued.
standing book value of corrnspanmng debt.

pari-passu). On the assets side, there shall not be efimination as there is no overlap.
Other assels having charge (o be stated at book value/Camying Value.
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U. P. Power Corporation Limited

(A Government of UP undertaking)
CIN: U32201UP19995GC024928
Registered address: Shakti Bhawan, 14 Ashok Marg, Lucknow-226001
Phone No. 0522-2286618, Email: companysecretary@uppcl.org

Sub: Compliance under regulation 52(7) & 52(7A) of the SEBI (LODR) Regulations, 2015

Dear Sir,

It is submitted that pursuant to Regulation 52(7) & (7A) of SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015, the statement on utilization of issue proceeds of
Non-Convertible Securities (Nil report) and statement of Deviation/Variation (Nil report) for the
quarter ended on March 31, 2026 are detailed below: -

A. Statement of utilization of issue proceeds: NIL

Mode of
Fund Date If 9 is Yes,
Raising Type - of Any then specify
Name of ISI (Public of List raisi Attion Funds | deviatio | the purpose of Rem.ar
. . ed nt re ; ks if
the Issuer N | issues/Pr | instru ¢ N2 | Raised utilized n for which the
ivate ment A fund (Yes/No) | funds were S
placeme s utilized
nt)
1 2 3 4 5 6 T 8 9 10 11
U. P. Power .
- NIL NIL NIL | NIL | NIL NIL NIL NIL NIL NIL
Corporation
Limited

B. Statement of deviation/variation of issue proceeds: NIL

Particulars Remarks
Name of the listed Entity U. P. Power
Corporation Limited
ISIN NIL
Mode of fund Raising NIL
Type of Instrument NIL
Date of raising funds NIL
Amount raised NIL
Report filed for quarter ended NIL




CIN: U32201UP19995GC024928

U. P. Power Corporation Limited
(A Government of UP undertaking)

Registered address: Shakti Bhawan, 14 Ashok Marg, Lucknow-226001

Phone No. 0522-2286618, Email: companysecretary@uppcl.org

Is there a deviation/ variation in use of funds raised? NIL

Whether any approval is required to vary the objects of the issue stated in NIL
the prospectus/offer document?

If yes, details of the approval is required? NIL

Date of approval NIL

Explanation for the deviation/variation NIL

Comments of the audit committee after review NIL

Comments of the auditors, if any NIL

Objects for which funds have been raised and where there has been a deviation/ variation, in the

following table:

ISIN | Original | Modified | Original | Modified | Funds Amount of Remarks,

Object | object, if | allocation | allocation, | Utilised | deviation/variation if any

any if any for the quarter
according to
applicable object
(in Rs. crore and in
%)

NIL NIL NIL NIL NIL NIL NIL NIL

Kindly take the same on record.

Thanking You,

For U. P. Power Corporation Limited

&

Jitesh Grover
Authorised Signatory




ANNEXURE I

Statement on Impact of Audit Qualifications (for audit report with modified opinion) submitted

along-with Annual Audited Standalone Financial Results

(X in Crores.)

Statement on Impact of Audit Qualifications for the financial Year ended March 31, 2026
[See Regulation 33/52 of the SEBI (LODR) (Amendment) Regulations, 2016
L SL Particulars Audited Figures (as Adjusted Figures
No. reported before (audited figures after
adjusting for adjusting for
qualification) qualifications)
1 Turnover/Total Income 84,438.18 84509.41
2 Total Expenditure
93,153.04 93152.80
3 Other Comprehensive Income 3.50 3.50
4 Exceptional Items 12.43 12.43
5 Net Profit/(Loss) (8723.79) (8652.32)
6 Earnings Per Share (57.81) (57.34)
7 Total Assets 122599.29 122599.05
8 | Total Liabilities 85438.36 85366.65
9 Net Worth 37160.93 37232.40
10 | Any other financial item(s) (as left appropriate by the
management)
II. | Audit Qualification (each audit qualification separately)
a.  Details of Audit Qualification: Annexure-A
b. Type of qualification: Qualified Opinion
c.  Frequency of qualification: Annexure-A
d. For Audit Qualification(s) where the impact is quantified by the auditor, Management’s Views:
Refer Annexure-A
e.  For Audit Qualification(s) where the impact is not quantified by the auditor:
(i) Management’s estimation on the impact of audit qualification: NA
(i) If Management is unable to estimate the impact, reasons for the same: Accounting of the
Company is on SAP -ERP and the records are maintained at different units. Hence, it is
very difficult to collect the huge number of information to quantify the observations.
(ii1) Auditor’s Comments on (i) or (ii) above: NA
Sd/- Sd/- Sd/-
(Nitin Nijhawan) (Nitish Kumar) (Mayur Maheshwari)

Chief Financial Officer

Place: Lucknow
Date: 30.05.2026

Managing Director
DIN: 08660586

Chairman of Audit Committee
&Non- Executive Director

For Jitendra Agarwal & Associates
Chartered Accountants
FRN: 003755C

Sd/-
CA Jitendra Agarwal
Partner
M No. 072529



No.

Basis of Qualified Opinion of Statutory Audit Report for F.Y 2025-26

Frequency

UPPCL (Stand Alone)

Kindly refer to Note 14 — Other Equity of the standalone financial statements
for the year ended 31 March 2026. During the year, the Company has
transferred balances amounting to 3195.95 crore from Capital Reserve and
%3540.31 crore from Restructuring Reserve to Retained Earnings. The
management stated that these balances pertained to old balances arising from a
transfer scheme and, in the absence of detailed supporting records and
documentation, the same were transferred to Retained Earnings.

However, the Company has not provided detailed breakup, supporting
documents, nature of reserves, or justification for such transfer. In our opinion,
the aforesaid accounting treatment is not adequately supported and is not in
accordance with generally accepted accounting principles and practices.

In the absence of adequate supporting evidence and documentation, we are
unable to verify the accuracy, appropriateness, classification and completeness
of the said balances and the consequential impact of the transfer on the
standalone financial statements in accordance with the applicable financial
reporting framework, including Schedule III to the Companies Act, 2013.

Repetitive

During the course of audit, it was observed that in the previous year the
Company had regrouped certain old balances into “Assets Migration Account”
under Note 6 — Non-Current Financial Assets — Others and “Liability Migration
Account” under Note 16 A — Non-Current Financial Liabilities, as also disclosed
in the Notes to Accounts.

During the current year, the Company has written off balances amounting to
X121.81 crore from the Assets Migration Account and 26.93 crore from the
Liability Migration Account pursuant to approval of the Board of Directors.
However, the underlying party-wise, unit-wise and account-wise details, along
with complete reconciliations and supporting records forming the basis of such
regrouping and subsequent write-off, were not made available for our
verification.

Consequently, we are unable to verify the correctness and appropriateness of
the aforesaid balances and the consequential impact thereof on the standalone
financial statements.

Repetitive

The Company has not complied with the following Ind AS notified under
Section 133 of the Companies Act, 2013, read with Rule 3 of the Companies
(Indian Accounting Standards) Rules, 2015 (as amended):

Non-Compliances of Ind-AS:

IND AS 1 (Presentation of Financial Statement)
e It has been observed that the company is recognizing refunds related to
income tax, interest on income tax, GST, and other statutory refunds on a

Repetitive




cash basis, i.e., at the time of actual receipt. This practice is not in compliance
with Ind AS 1 — Presentation of Financial Statements, which requires the use
of the accrual basis of accounting.

IND AS 19 (Employee Benefits)

Kindly refer to Para No. 4(a) of Note 30 - Notes to Accounts to the financial
statements.It has been noted that the accounting for employee benefits relating
to the General Provident Fund (GPF) scheme has been carried out based on
an actuarial valuation report dated 09.11.2000, which utilizes fixed
contribution rates of 16.70% & 2.38% on basic pay and dearness allowance
(DA) for pension and gratuity respectively, This methodology has been
consistently applied over the years without any subsequent actuarial
revaluation.

However, this approach is not in compliance with the requirements of
IndianAccounting Standard (Ind AS) 19 - Employee Benefits, which
mandates that actuarial valuations should be performed at least annually, or
more frequently if there are material changes in assumptions or plan
obligations.

The continued reliance on an actuarial valuation report that is over two decades
old constitutes a significant deviation from the prescribed accounting standards
and may lead to a material misstatement of employee benefit liabilities in the
financial statements.

We recommend that the management undertake a fresh actuarial valuation of
the GPF scheme in accordance with Ind AS 19 and ensure that future valuations
are performed on a timely basis to reflect the accurate liability.

IND AS 109 (Financial Instruments)

During the audit, it has been noted that the company had issued listed bonds
inprior financial years. However, the following deviations from the
requirements of Ind AS 109 - Financial Instruments were observed:

e Incorrect Treatment of Transaction Costs:

The company has charged the entire transaction costs and issuance-related
expenses tothe Statement of Profit and Loss at the time of bond issuance.
This accounting treatment is not in compliance with Ind AS 109, which
states:

Transaction costs that are directly attributable to the issue of a financial
liability shall bededucted from the initial measurement of the financial
liability. (Ind AS 109)

i. Such costs are required to be amortized over the term of the
financialliability using the Effective Interest Rate (EIR) method, rather




thanexpensed immediately. The current approach has led to: Overstatement
offinance costs in the year of bond issuance
ii. Understatement of the carrying amount of the bond liability

e Use of Coupon Rate Instead of Effective Interest Rate:

It was further observed that the company is calculating and recognizing
interest expense based on the coupon rate of the bonds, rather than applying
the Effective Interest Rate (EIR) method as mandated by Ind AS 109.

Ind AS 2: Inventories

As per the company’s material accounting policies, the stores and spares are
valued at cost. However, this treatment is not in compliance with Ind AS 2 -
Inventories, which requires inventories to be measured at the lower of cost
and net realisable value (NRV). No assessment of NRV for these items has
been carried out as at the reporting date.

Kindly Refer to Para No. 7 of Note 30: Notes to Accounts to the financial
statements, where the Company has disclosed that inter-unit transactions (IUT)
amounting toRs. 76.32crore remain pending for reconciliation and
consequential adjustments as at 3 1% March 2026 and similar type of observation
also reported by the Zone auditor in their report.

In the absence of such reconciliation and documentation, we are unable to
determine the accuracy, validity, and financial impact of the outstanding inter-
unit balances on the financial statements for the year ended 3 1st March 2026.

Repetitive

1. Kindly refer Note 8 to the financial statement as on 31st March, 2026,
includes a balance 0f *641.79 crore as unallocated realisation. The amount
has not been to allocate to the respective DISCOMS till 31.03.2026.

Ageing of Unallocated Revenue Realisation (% in crore)

Section Name More Than 1To 2 Year Less Than 1 Total
2 Year Year

Laghu Sichai 91.07

Department

Vibhag - - 91.07

Decentralised - - 413.84 413.84

Department

Jal Nigam 77.76 77.76

Commission of E-Wallet 21.80 21.80

Online Amount 37.32 37.32

Total - - 641.79 641.79

Repetitive

Kindly refer to Note No. 21 of the Financial Statements for the year ended 31st
March 2026, wherein the Company has disclosed rental income of 20.90 crore
received from employees of Uttar Pradesh Power Corporation Limited towards
residential accommodation provided to them.

Repetitive




The residential accommodation has been allotted to employees at concessional
rates as per the Company’s applicable policy / practice. For the purpose of our
verification, we requested the Company to provide the basis of determination
of rental charges and related details, including the fair rental value / benchmark
value, wherever available.

The Company has informed that the accommodation is provided to employees
as per its internal policy and that the rent recovered from employees has been
accounted for as rental income in the books of account. However, detailed
working / supporting basis for determining the fair rental value of such
accommodation was not made available for our verification.

1. It is observed that certain balances have remained outstanding for more
than three yearswithout any movement or settlement. As confirmed by
management, no adequate supporting documentation is available for these
balances being very old balances and 100% provision have already been
created against these receivables amount considering that recoverability of
this amount appears doubtful. However, these balances have not yet been
written off/written back from the books.

The Detailed list of outstanding balance (except IUT) for more than 3

years:
S.no GL Code Particulars Amount (X) Balance
27.41100& Dr.
1 46.81000 Fringe Benefit Tax Balance* 2503731.64
2 28.81000 ExpRecov Suppliers /cons 235203.80 Dr.
3 28.87920 M/S Prayagraj Power 1144000.50 Dr.
4 28.87950 Lalitpur PGCL 217565.00 Dr.
5 28.92000 Deposit-GPF Trust 1000000000.00 Dr.
6 44.50300 GPF SE-MES Opening Balance 1657309.70 Cr.
7 44.50400 GPF Mnist Opening Balance 711237.00 Dr.
8 44.50500 G.P.F. (Operating) 477535.40 Cr.
9 44.50600 G.P.F. PMT to Account 352000.00 Cr.
10 44.51600 CPF Gratuity Payment 10000000.00 Cr.
11 44.60100 GPF Subs Officers 62862.00 Dr.
12 44.60200 GPF-S.E. & M.E.S. 15580.00 Cr.
13 46.98970 Western U.P. Power 1157813.90 Cr.
14 46.98980 South East U.P. Power 1357475.77 Cr.

(*) The Fringe Benefit Tax (FBT) was abolished by the Government of India in
the year 2009, effective from Assessment Year 2010-11, However, an
amount of 2500000.00 is still shown as "Advance on Frin.ge Benefit" under
receivables. Management is advised to review the nature of this balance,
identify the relevant years, and initiate necessary action for refund or
write-off as per applicable accounting standards

The management has not provided any explanation or documentary
evidence to justify the continued recognition of this balance, nor clarified
whether the surplus was deposited in excess and pertains to which

Repetitive




financial year(s). It also remains unclear whether any action has been
initiated to claim a refund or adjust the amount through the income tax
portal. In the absence of such details, we are unable to comment on the
accuracy, recoverability, or potential financial impact of this balance on the
financial statements. The lack of clarity also raises concerns regarding the
adequacy of internal controls and the reliability of account balances.

During the course of audit, we observed irregular extension of contract beyond
the approved period in respect of Tender No. 13/UPPCL/PMC/2022 awarded
to M/s Marcados Energy Markets Pvt. Ltd. for procurement of Power Purchase
Cost Optimization Services and Energy Portfolio Management Services
through the Office of Load/Demand Forecasting, Uttar Pradesh Power
Corporation Limited (UPPCL).

As per records made available to us, the Letter of Award (LOA) was issued on
21 December 2022 for a contractual period of two years commencing from 19
November 2022 and ending on 18/19 November 2024, with extension
permissible only in accordance with the terms and conditions of the contract.
However, the contract was continued beyond the approved period without
adequate supporting approvals and documentation being made available for our
verification.

Events
Sl. .
Date Particulars
No.
Tender No. 13/UPPCL/PMC/2022 floated for procurement of Power
1 09.09.2022 [|Purchase Cost Optimization Service and Energy Portfolio
Management Services.
) 19.11.2022 Commencement date of contractual services considered under the
agreement.
3 21.12.2022 Letter of Award (LOA) issued to M/s Marcados Energy Markets Pvt.
Ltd.
21.12.2022
4 to Initial contract period of two years as per tender/LOA conditions.
20.11.2024
|5 || 03.12.2024 ||Proposa| submitted for extension of contract for further period.
6 21'13(')2024 Contract extended for one year with approval of competent
21.12.2025 authority/Board as per records produced.
7 19'1;2025 Further extension of three months granted after expiry of extended
18.02.2026 period, with Board approval.
8 19.02.2026 |[|Another extension of three months granted without approval of
onwards ||Board/Competent Authority on record.

Grant of extension beyond approved contractual period without approval of the
Board/Competent Authority is in violation of principles of financial propriety,
transparency, and contractual governance.

First Time




The absence of timely fresh tendering and continuation of the same agency
through repeated extensions may also restrict competitive participation and may
not ensure reasonableness of rates and services.

Non- Compliance of CAG comments for FY 2024-25

As stated in the Financial Statements, the Company has borrowed funds on
behalf of its subsidiary DISCOMs and, as at 31 March 2025, had outstanding
long-term borrowings of ¥35,468.85 crore and short-term borrowings of
%18,761.66 crore. The related interest cost incurred on such borrowings is
recoverable from the respective DISCOMs.

Ind AS 1 (Paragraph 32) requires that assets and liabilities, and income and
expenses, shall not be offset unless such offsetting is required or permitted
by an Indian Accounting Standard. In our opinion, the interest expenditure
incurred on the aforesaid borrowings and the corresponding recovery thereof
from the subsidiary DISCOMs should be presented separately in the
Statement of Profit and Loss as finance cost and corresponding income,
respectively.

However, the Company has netted off such interest expenditure against the
corresponding recoveries and, consequently, no finance cost has been
recognised in the Statement of Profit and Loss in respect of these
transactions. Although the Company has disclosed the amount of interest
cost incurred and allocated to the respective DISCOMs in the Notes to
Accounts during the current year, the accounting treatment adopted is not in
compliance with the presentation requirements of Ind AS 1.

Had the Company presented the transactions on a gross basis, the Finance
Cost and corresponding income in the Statement of Profit and Loss would
have been higher by the amount of such interest cost allocated/recovered.
The impact on profit for the year is Nil; however, the presentation of income
and expenses in the Financial Statements is not in accordance with the
requirements of Ind AS 1.

Based on the proposal forwarded by the Company, the Government of Uttar
Pradesh (Department of Energy) had accorded (30 December 2024) 'in-
principle approval for the comprehensive reforms of Company's two
subsidiary DISCOMS (Purvanchal Vidyut Vitran Nigam Limited and
Dakinanchal Vidyut Vitran Nigam Limited) through privatization/- Public
Private Partnership.

These facts are material and merit for suitable disclosure under "Notes on
Accounts'.

However, management has not disclosed the same till 31% March 2026 under
Notes to Account.

Repetitive




10.

Non- compliance of Accounting Policies:

It has been observed that certain accounting policies disclosed in the financial
statementsare not being followed in practice, resulting in non-compliance with
both theCompany's own stated policies and the applicable Indian Accounting
Standards (Ind AS). The key instances of such inconsistencies are outlined
below:

a) INVESTMENTS: As per the stated accounting policy, the Company is

required to assess investments for impairment and measure them at fair
value in accordance with Ind AS 109 — Financial Instruments. However,
it was observed that provisions for impairment are not beingmade at fair
value, which is a deviation from both the policy and Ind AS requirements.

b) FINANCIAL ASSETS: As per the accounting policy of the Company,
financial assets are required to be subsequently measured at amortised
cost and impairment is to be recognised using the Expected Credit Loss
(ECL) model in accordance with Ind AS 109 — Financial Instruments.
However, financial assets have not been measured at amortised cost and
impairment has not been assessed using the ECL model, which may result
in material understatement of impairment losses in the financial
statements.

c¢) FINANCIAL LIABILITIES: According to the accounting policy,
borrowings are to be measured at fair value using the effective interest
rate (EIR) method. However, in practice, borrowings are not being
accounted for using the EIR method, resulting in a deviation from both
the stated policyandInd AS 109.

Repetitive

11.

Major Non-Compliances of Law

It is observed that the Company has not appointed a whole time Company
Secretary as required under the provisions of Section 203 of the Companies Act,
2013, read with Rule 8A of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014.

Repetitive

12.

During the statutory audit of Unit 991A for the financial year ended March 31,
2026, the audit team requested the ledger break-ups, third-party confirmations,
actuarial valuations, and supporting reconciliations for various balances
appearing in the Trial Balance.

Despite multiple requests and reminders, management failed to provide any
supporting documentation, underlying vouchers, or explanatory break-ups for
the following 5 distinct heads in the Trial Balance:

Trial Balance Head Audit Concern / Nature of
S.No. . Amount (INR) .
Description Missing Info

First time




. No payment vouchers, bank
CPF Gratuity .
1 -10,000,000.00 | matching records, or trust
Payment
statements.

No party-wise sub-ledger or

Amount Payable

2 Other EB/S -66,816.00 aging schedule provided.
Unreconciled Bank
3 Other Credit BRS -47,483,035.48 | Reconciliation  Statement
(BRS) items.
Massive

4 Undistributed PTW -1,545,436,207.00 | unallocated/undistributed

balance; no aging or nature.

Massive unclassified
collection; lacks bank

book/customer mapping.

Unclassified
5 ne .aSSI. ' -620,00,09,275.37
Realisation

In the absence of adequate supporting records and relevant documents, we are
unable to verify the correctness and recoverability of the aforesaid balance and
consequently unable to comment on its impact on the standalone financial
statements.

13.

During the course of the statutory audit of Unit 0396 for the financial period
under review, the audit team requested management to provide supporting
schedules, sub-ledgers, age-wise analyses, third-party confirmations, and
underlying agreements for several balance sheet heads under Trial Balance.

However, despite repeated follow-ups and official information requests,
management failed to provide the necessary supporting documentations or
explanations for balances totalling 192305.01 (or local currency equivalent).

The detailed breakdown of the heads where documentation was not provided
is structured in the table below:

Trial Balance Head / Audit Evidence / Documents
S-No. Account Name Amount (INR) Not Provided
Supplier-wise  agin sub-
Advance to Suppliers IedpF:er ori inalg gcontract
1 0&M (Opening 175,000.00 | - &€ 8
copies, and performance
Balance) )
tracking sheets.
Other Advances / Detailed ledger break-up and
2 17,305.01
Balances nature of the balance.
Total Unverified %192305.01
Amount

In the absence of adequate supporting records and relevant documents, we are
unable to verify the correctness and recoverability of the aforesaid balance and
consequently unable to comment on its impact on the standalone financial
statements.

First Time




Despite multiple follow-ups and audit info requests, the party-wise breakup and
aging analysis for these balances (totalling INR 192305.01) were not made
available for verification.

14.

Major Audit observations in Material Management Zone Audit Report
excluding those which have been appropriately dealt with elsewhere in the
report: -

During review of raising claim for compensation from power generators from
SECI as per provision of various PSAs from 2019-20 onwards revealed that
shortfall of 430.21 MUs has been worked out up to 2024-25 as against shortfall
of 184.6695 MU dealt in audit report for 2024-25 on the basis of observations
made in concurrefnt audit report. However, we were explained that the matter
is presently under review of management for taking up the issue with the SECI
and accounting thereof in books of account. Hence, under the circumstances,
impact of said non-determination &raising of compensation claim on the said
account up to 31.03.2026 on financial statement is unascertainable at this stage.

Repetitive

Review of Debit balances of Rs. 1508.20 Crore (PY Rs. 1541.44 crore) under
the head 28.80010 Sundry Receivable revealed that balances include following:

After reconciliation of account, a sum ofRs. 388.37 crore is receivable from
Northern Railway — UP (NR-UP) against UI/DSM charges (35.34 crore) and
Sign Change violation charges (353.12 crore) has been found to be
receivable but reconciliation statement is pending for signature by railway
authorities as stay order has been granted by Hon’ble APTEL in petition no
88 0f 2023 wherein any change in the DSM charges for the disputed period
may also impact the DSM sign change penalty.

Rs. 707.68 crore in respect of debit notes issued to ROSA
PWR.CO.LTD.SHAHJAHANPUR in the month of April 2018 towards the
recovery as per UPERC's Order but the recovery against the above debit
notes is still stayed as per APTEL's order dated 29.09.2018. Further, net
debit balance of Rs. 62.25 crore transferred during the year includes Rs.
324.98 crore towards Debit notes of earlier years against which recovery is
pending.

Rs. 92.06 crore is recoverable from NPCL (UI) towards DSM charges and
are pending for recovery since long time.

Above Balances includes Debit balances of Rs. 257.832crore (net), which
are continuing from long time and were explained to be under reconciliation.

In absence of non-reconciliation & confirmation of said balances, we are not
able to comment on aspect of recoverability of the same. Hence, impact of
pending reconciliation and confirmation of said balances on the financial
statement of Zone is not ascertainable at this stage. (Unit #330)

Repetitive’

Review of trial balance depicted that balance of Rs. 42,41,84,806.15 under
the head 28.869- Asset Migration Account &Rs. 1,29,48,940 under the head
28.801 wheeling charges and Rs. 80,89,56,292.70 crore under the head 23.112
— extra state consumers appearing as on 01.04.2025 were adjusted directly
through balances appearing under the Head 28.75 PBDD-Other Recoverable

First time




Cr and head 2306140000 Bulk Supply ICT respectively in terms of approval of
Board accorded on 12" November, 2025 which however, as per the said
approval was required to be dealt through write on / write off in books of
account. Hence, in our view the write on & write off of balances should have
been dealt through respective head of account of Income and expenditure in
books of account for ensuring proper disclosure in financial statements. (Unit#
330).

Investment : During review of decision taken as per minutes of meeting held
on 09.08.2018 between Principal Secretary Energy, GoMP and Principal
Secretary Energy, GoUP at Lucknow in compliance to directions given by the
Honble APTEL in appeal no. 59 of 2014 and IA no. 111 of 2014 and Appeal
No. 120 of 2014 on 25.07.2018 it was observed that the company has entered
in to arrangement with MPPMCL for 18.15 MW share in the project of Rajghat
HPP at an equity contribution of Rs 66.74 crore, which works out to 40.32%
share in the total cost of capital of Rs 165.50 crore. However, Status of
Reconciliation of the power scheduled for generation from Rajghat HPP plant
since inception and actual scheduled generation to U.P. required to be worked
out as per clause 6 of the said minutes is not available in records for
determination of compensation of the energy receivable by U.P. In absence of
requisite details, we are unable to comment on the impact, if any, on the
financial statements of the unit. (Unit# 330).

Repetitive

Credit balance of Rs. 25,23,05,239.82 (PY Rs. 22,55,69,165.08) is appearing
under the head 28.6201 subsidy receivable from UPNEDA and debit Balance
of Rs. 10,76,38,824.28 (PY Rs. 8,98,92,236.66) appearing under the head
28.6202 — Subsidy from IREDA is subject to reconciliation and confirmation.
Impact of the said reconciliation and confirmation, if any, on financial
statements is not ascertainable at this stage.

Repetitive

Deviation settlement charges of Rs. 364.25 crore (PYRs 663.56 crore) (Net)
have been accounted for as per bills received from UPSLDC for the period up
to 22-02-2026 only. However, no provision has been made towards DSM
charges / (incentive) up to 31.03.2026, in absence of receipt of Bill from
UPSLDC and lack of reasonable basis for such estimation andas such we are
unable to comment upon the impact of the same, if any, on financial statements.

Repetitive

vii.

Purchase of Power

Accounting Policy of the Company regarding power purchases does not
envisage the method for accounting of power purchases where final approval
of the tariff by the Regulatory Commission has not been granted. Further,
Policy does not provide for the following:

a. Method of accounting of power purchased from Power exchanges, Power
purchased from Renewable Sources, Traders (Bilateral) on the basis of
contracts entered into with the respective parties, Power purchased from
nuclear power generator at the rates approved by Department of atomic
energy, energy purchased & Banked energy from CO-Generators etc.

b. The energy accounts are generally delayed for settlement in most of the
cases due to complexity of transactions involved in power sector. The
Company receives claims for past period due to delayed settlement which

Repetitive




are accounted for in the year of receipt of claims /invoices and as such the
impact of settlement of on-going settlement of tariffs by various authorities/
forums is not ascertainable at this stage.

Debit balance of Rs. 2506.36 Lakh (PY 310.14 Lakh Cr.) appearing under the
head 70.154- Late Payment Surcharge reveals that accounting system adopted
by unit is in diversion of accepted accounting policy on accrual basis where
LPS should be accrued after the specified time period as per PPA in respect of
unpaid bills, whereas unit has accounted for only in respect of bills received on
this account by EI&PC unit (Unit # 330).Hence, no proper system is in place
where status of bill wise LPS could be determined for accounting of LPS on
accrual basis. Under the circumstances, we are unable to comment upon the
amount of provision of LPSC and its consequent impact on profitability and
liabilities of the unit.

Repetitive

Review of trial balance reveals that receivable appearing under the head ‘28-
Sundry receivable’ includes following balances continuing from old time,
reconciliation of which was informed to be under process. Pending
reconciliations and confirmation of such old continuing balance, we are unable
to comment over the same and its impact on the financial statements. (Unit
#330 EIE&PC)

AG CODE | HEAD Balance as on | Balance as on
31.03.2026 31.03.2025

28.401A Misc. Advances 8599.21 8599.21
28.809 Others 12,69,06,157.00 CR 4,30,67,227.46 CR

Repetitive

10.

Debit Balance of Rs. 442.08 crore (PY Rs. 442.08 crore) is appearing under the
head — 2301200530- Receivable from Noida power Corporation Limited
(NPCL) which includes a some of Rs. 5.69 crore classified as a advance to
Noida power Corporation Limited (NPCL) against which 100% Provision has
been made under the head 2306140000- Bulk Supply ICT in books of Unit#330
EIE&PC. As per the agreement dated 18 November 1993 entered into between
Uttar Pradesh State Electricity Board (now Uttar Pradesh Power Corporation
Limited) and Noida Power Company Limited, certain assets were transferred
for a consideration of ¥10.10 crore, treated as a loan repayable in four annual
instalments together with interest @14% per annum on reducing balance basis.
Further, Rs. 5.69 crore Dr. (PY Rs. 5.69 crore) is appearing under the head
27.30 —Loans and Advances to NPCL. The amount of Rs. 5.69 crore which
remain unrecoverable from NPCL as on 31% March 2026 but the management
has discontinued charging of interest thereon. The Electricity Import Export &
Payment Circle Unit of the Zone has accrued interest of Rs. 0.00 (PY Rs.
34,10,70,401.00) during the Financial Year 2025-26 against advance provided
to Noida Power Company Limited. Total accrued interest as on 31.03.2026
under the head 28250 stands at Rs. 2,56,80,59,246.00 (PY Rs.
2,56,80,59,246.00) after netting of opening credit & Debit balance. In this
regard we were explained that no recovery has been made from NPCL since
very long time and 100% provision against the same is created at HO level. In
the absence of proper details, confirmation of balances, non-availability of
complete information, follow up action for recovery of the said balances, status

Repetitive




of Pending disputes, if any, on this account, we are unable to quantify the
recoverable amount and its consequential impact on financial statement.
(Unit#330 EIE&PC).

11.

Review of power purchases from M/s IEX revealed that during the year unit
has purchased 1619.56 MUs at average purchase price of Rs. 6.52 per unit and
sold 6060.29 MUs at average sale price of Rs. 3.77 per unit and test checks
revealed that on few occasion sales and purchases were made on same days
which inter alia implies that average sale price of power is abnormally lower
than the average purchase price and as such requisite efforts needs to be made
for scheduling for power to avoid such unnecessary increase in power cost.

First Time

Xii.

Liabilities for purchase of power: Review of liabilities of Rs. 20,201.11 crore
(PY Rs.18,953.09 crore) appearing under the head Liabilities for purchase of
power reveals that:

i)  During review of bills in respect of banked energy, it was observed that
banked energy lapsed for withdrawal and available for drawl is not
being bifurcated as per CRE guidelines. In some cases it was observed
that withdrawal of energy was made by generators in spite of
unavailable banked energy, which is not in accordance with CRE
guidelines. Non-bifurcation of energy in lapsed and available for drawl
may result in lack of control over supply of energy in excess of Banked
energy available for drawl resulting in loss of revenue. Further, test
checks of the provisions made towards balance of banked energy was
found to be varying with the details of energy banked & drawn available
in records kept by unit. Hence, the aspect of determination of lapsed &
available energy needs reconciliation in respect of all such co-
generators for ensuring proper control over the banked energy and
creating provision in books of account. Hence, Impact of such
reconciliation and bifurcation, if any, on provisions of Rs.
8,98,63,368.00 created during the year (PY Rs. 13,58,94,288.79) and
accumulated provision of Rs. 89,96,81,681.29 (PY 80,98,18,313.29) as
on 31.03.2026 on financial statements is unascertainable at this stage.

i)  Provision of Rs. 9648.44 crore (PY Rs.7845.93 crore) under the head
41.20- Provisional Liability as appearing as on 31.03.2026 towards
liability against unverified/ unbilled power purchase etc. comprises of
following

a. As per reconciliation with M/s Alaknanda Hydra Power Co Ltd
(400000013) up to march 2024, a sum of Rs. 23,97,678.00 identified
as Rebate less considered by UPPCL i.e., rebate availed but not
accounted for in books and as such Income under the head prior

Repetitive
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period income is under stated and Liability under the head 41.10 is
overstated by Rs. 23,91,678.00.

Management Reply

Matter will be reviewed and necessary action will be taken
accordingly.

. Provision of Rs. 1152.09 crore towards unverified / unbilled claims

of M/s KSK Mahanadi Power Co. includes unverified power
purchase & LPS bill aggregating to Rs. 326.44 crore pertaining to
the period more than 3 years.

Further, a sum of Rs. 788.33 crore i.e., Rs. 617.41 crore claimed
during FY 2023-24 &Rs. 170.92 crore Claimed in FY 2024-25 by
KSK Mahanadi Power Co. towards change in Law was returned to
generators owing to non-submission complete details/ documents
for verification of the claim and the matter is still under process of
verification. Under the circumstances, the veracity of the provisions
made in respect of the said returned bills is unascertainable at this
stage.

Provision of Rs.79.03 crore towards unverified/ unbilled amount PP
Bills and LPSC of M/s APCPL (400000004) is appearing under the
head 41.20 —Provisional Liability of which Rs. 4.79 crore are of
March 2026 and balance of Rs. 74.24 crore pertains to Provision of
LPSC of the period more than 3 years. As per reconciliation with
party up to September 2025, Only Rs. 2.77 crore are appearing as
LPSC of previous years not accounted for by UPPCL and as such
Balance provision of Rs. 71.47 crore prima facie appears to be
excess provision made in earlier years on which needs to be
reviewed. Under the circumstances we are of the view that liability
created in our books of account requires to be written back in books
of account for reflecting its impact on financial statements. Hence,
liability under the head 41.20 — is overstated and Income is under
stated to the said extent.

Management Reply

As per the reconciliation carried out with M/s APCPL, the liability
in Vendor Account has been reconcilied. However, scrutiny of
Provisional Liability booked in previous years is being done and
rectification, if required will be done accordingly in Current FY.

. Provision (41.20) of Rs. 231.21 crore created for LancoAnpara
(400000003) includes Rs. 3.31 crore of Suppl. Bill of 07/2024 not
verified till 31.03.2026 for want of requisite documents.
Reconciliation up to 31.10.2025 made do not contain above item.

Liability of Rs. 105.43 crore of M/s UP JalVidyut Nigam Limited is
for More than 1 year and reconciliation with party was informed to
be under process. Impact of the said pending reconciliation &
confirmation of aforesaid Debit & Credit Balances on financial
statement is not ascertainable at this stage.

Repetitive
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13.

Review of balance of Rs. 10462,69,77,751.22 (PY Rs. 11026,18,12,714.98)
under the head 41.10 — Liability for power purchase as on 31.03.2026 revealed
that during the year inter transfer of balances from one vendor to other i.e.,
Balances of Rs. 364,92,66,688 (Net Debit) appearing separately in 11 vendors
account i.e., Debit of Rs. 365,02,14,896.00 in 6 vendors and Credit of Rs.
9,48,208.00 in 5 vendors pertaining to various constituents of Power trading
corporation have been transferred during the year to vendor code 4000000190
— Power trading corporation of India which resulted in emergence of balance of
Rs. 100,71,26,180.28 as on 31.03.2026 as against balance of Rs
460,90,05,695.28 As on 31.03.2025. However, reconciliation of account with
PTC was explained to be under process and as such the impact such of
reconciliation & confirmation on financial statement are not ascertainable at
this stage.

Repetitive

14.

Regarding the aspect of reconciliation of balances of trade payable, we were
explained that work order for reconciliation for the period up to 2024-25 was
awarded to the M/S Mercados Marketing Energy Private Limited. In this
context we were informed that reconciliation in respect all vendors have been
completed for the period up to 31.03.2025 and effect thereof has been made in
books of account except in case of 6 vendors i.e., UP JalVidyut Nigam, PTC,
SASAN (UMPP), UPNEDA, THDC and PXIL having aggregate credit balance
of Rs. 1186.43 crore where the final reconciliation is yet to be made. Further,
letters seeking confirmation of vendor’s balances as on 31.12.2025 has been
sent by unit to 185 vendors out of which confirmation from 30 vendors are
received and differences were observed in 22 cases which are subject to
reconciliation. (Unit #330)

Under the circumstances, the reconciliation & confirmation of balances of
vendors is under process and as such impact of said pending reconciliation &
confirmation of balance in respect of various generators, if any, on financial
statement of the unit is unascertainable at this stage.

Repetitive

15.

Quantitative reconciliation of Energy:

a) Differences in quantity were observed in Quantitative details of
electricity purchased appearing in SAP as compared to Actual quantity
of scheduled electricity during the year i.e., scheduled energy is
1,51,166.12 MU as against 1,59,329.67 MU appearing in SAP. Reasons
for difference in accounted energy could not be explained and are
subject to reconciliation.

b) System of reconciliation of scheduled power as compiled by Zone with
UPSLDC and other scheduling authorities was explained to be not in
practice which needs to be established for cross verification of the
scheduled energy compiled by Zone.

In view of above i.e., difference in quantity reported by unit as compared with
details appearing in SAP, absence of systematic reconciliation mechanism, non-
verification of quantities by other department /external agency, the
completeness and accuracy of scheduled energy reported by the unit and Loss%
could not be cross-verified and as such impact if any thereof, is unascertainable
at this stage.

Repetitive
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Maintenance of Books of Account:




Zone has maintained books of account on SAP-ERP system. However,
documentary evidence regarding various implemented control including
maintenance & preservation of audit trail, user’s roles & responsibility, system
audit etc. were not made available to us. In this context we were explained
that aspect of identification and assessment of various Risks including financial
reporting Risk, maintenance & preservation of audit trail (edit log) facility were
being dealt at Head office.

Some of the observations noted during our test check are mentioned below:

- There are open items in various ledger particularly vendor ledger since long
time,

- Various un-cleared credit entries are appearing in vendor ledgers made
through funds section vide KZ documents which remained unexplained by
the unit # 330 and as such requires to be streamlined.

- Invoice verification date is appearing as Document date instead of Invoice
date.

- There are cases where payments booked in SAP through general entry in
voucher type AB instead of booking through Payment vouchers (KZ)
documents.

In view of the above, we are unable to comment upon the effectiveness,
integrity of the control system, Risks including financial reporting Risk,
maintenance & preservation of audit trail (edit log) facility.

Repetitive

17.

Internal / Concurrent audit system:

System of concurrent audit of Bills for power purchase from generators and
reconciliation of vendors account etc. from external agencies in practice in
previous financial years has been discontinued during current financial year
resulting into non audit of power purchase bills on concurrent basis and
shortcoming / deficiencies on said accounts being reported by concurrent
auditors. However, Internal audit on annual basis as was being conducted in
earlier years was got conducted. Considering the size and nature of activities of
unit, system of audit on annual basis wherein payments has been checked on
sample basis and coverage of core activities of unit relating to purchase of
power of Rs. 84,571.09crore is not considered to be adequate in absence of audit
on concurrent basis and not in commensurate with size and nature of activities
of unit. Further, compliance of concurrent audit observation for FY 2023-24
relating to recovery of Rs. 136.94 crore is continuing. In our view the system
of concurrent audit /Internal audit framework should cover major value of
transactions such as power purchases, vendor settlement, reconciliation,
contract management etc. to be streamlined & strengthened for ensuring
effective monitoring and control over the transaction of the unit.

First Time




18.

Property Plant and Equipment: -

)

The Title Deed of immovable property (Land) of Rs. 47,24,689.99 as
detailed below was not provided to us.

ZONE WISE LAND DETAILS (Amount in Rs.)

Zone Cost of Land as per Title Deed
Code Trial Balance Available

Title Deed Not Available

970

4,96,250.00 - 4,96,250.00

640

4,65,48,401.99 4,23,19,962.00 42,28,439.99

Total 4,70,44,651.99 4,23,19,962.00 47,24,689.99

ii) As per accounting Policy of the company, Employee cost to capital

works are capitalized @ 15% on deposit works, 13.50% on distribution
works and 9.50% of others. Such practice of capitalization on estimated
basis without determination of actual directly attributable cost is not in
accordance with IND AS 16.

iii) Review of trial balance reveals that Buildings under the head AG Code

10.208 “Building CONTA DIST INST” amounting to Rs. 48,34,196.68
and under AG Code 10.211 Office building amounting to Rs.
11,65,227.05 are appearing in books of account but information

regarding the cost of Land of corresponding assets could not be provided
to us. #Units 645 — Elec Civil ConstDiv- 1.

iv) Trial balance is showing Buildings under the head AG Code 10.211

“Office Building” amounting to Rs. 4,20,87,422.10 but information
regarding the Land of corresponding assets could not be provided to us.
#Units641 — Civil.

The zone is not evaluating the Property Plants and Equipment (PPE) for
impairment as required under INDAS 36, as explained to us revaluation
of PPE is not permitted by the Electricity (Supply) (Annual Accounts)
Rules, 1985, the exception may be because the PPE cost is built in the
Fixed Cost of the tariff but as explained to us the cost of PPE of the
Company is not approved under the tariff approved by the regulator
neither Depreciation is allocated to the Distribution companies. The
company has not sought any clarification from relevant regulatory
authorities regarding the same.

Repetitive
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Payment of Lease

i)

i)

Unit #972 (UP Vigilance Cell) and unit # 327 (Electricity Store
Procurement Circle) are being maintained at rental premises. As
explained to us the rent of Unit #972 is being deposited to Court as the
ownership of the premises is sub-judice. Further, latest lease agreement
and the rent receipt were not being provided to us for premises with Unit
#327. Further, Compliances of Ind AS 116 is not done at zone level.

The unit#330 is accruing rent every year @ Rs 1 per month. The total
amount accumulated in ledger 28.872 is Rs 120.00. However, no details
were provided to us with regard to the title deed of the immoveable
property leased to KESCO limited was provided to us nor it was

Repetitive




explained in which unit, the said asset is capitalized. (#Units330 —
EIE&PC.)

20. | Details of Liabilities of Rs. 44.34 crore (PY Rs. 44.34 Crore) under various
heads as given below in respect GPF/CPF contribution of employees payable
to U.P Power Sector Employee Trust is under reconciliation. Impact of such Repetitive
reconciliation, if any, on financial statement is not ascertainable at this stage.

Head UNIT 300 UNIT 330 UNIT 970 Unit 640 Total
44.110 Provision 5,86,13,199.09 -86,50,412.00 -3,91,09,246.11 -4,00,26,884.00
00 for

Gratuity -2,91,73,343.02
44.120 | Provision 41,63,37,553.83 | -5,33,96,841.00 -27,84,31,930.91 -28,06,31,520.00
00 for

Pension -19,61,22,738.08
44.610 Liability 56,12,33,866.00 -5,04,83,326.00 -37,14,39,634.03 -35,13,16,139.63
00 towards

GPF -21,20,05,233.66
44.620 | C.P.F. 8,87,55,590.00 -52,04,099.00 -4,30,06,252.00 -3,32,82,093.00
00 (Emp

Share) 72,63,146.00
44621 | C.P.F. 4,01,29,747.00 -36,43,798.00 -2,85,82,916.90 -2,12,73,547.00
00 Employer

Cont. -1,33,70,514.90

Total -44,34,08,683.66

21. | Pending legal cases at different forums: In respect of pending legal cases at Repetitive
different forums, we were explained that the status of court cases received from
PPA unit, Planning unit Power Management Cell and SPAT unit has been
considered by the Zone and the same has been disclosed as contingent liability.
Hence, we are unable to comment on the completeness of the details of
contingent liabilities provided by the Zone. Contingent liability except
aforesaid details pertaining to other unit/ zone may be looked into at HO level.

22. | Staff and Other Liabilities: A sum of Rs. 60.44 crore (Credit) appearing under
various head as detailed below are continuing from long time and no
clarification could be provided on this account and as such, we are unable to
comment upon the same: - Repetitive

AG Code Unit 300 Unit 330 Unit 640 Unit 970
44.406 | Life Insurance - - -2,560.90

Premium

Other
44.41 ) -43,005.50 - -7,57,353.84 8,27,252.50

Miscellaneous
44.502 | Officers -101.00 - -1,40,000.00 5,04,054.00
44.503 | SE & MEs - - 2,000.00 -74,310.00
44.504 | Ministerial Staff - - -214.00 5,77,503.00
44.505 | Operating Staff - - 36,000.60 -31,000.00
44.506 | G.P.F.Pmtto Accnt -32,000.00
44.507 | Class IV Advance -299.21 - 27,133.00 7,33,648.47




Security Deposit In

a6.101 | 20 ) -40,11,861.00 - - -
46.102 2‘:&:‘;‘:::2;’::5 - - - -9,90,030.00
46.103 EZ;’;‘?: ('\c/':;')ey - - 45,90,361.90 -7,025.00
46.121 izgﬁr(ggd&;’osns in - - 1,15,76,897.44 0
46.81 ;';"ei]fiito” for Fringe -92,828.82 - -18,52,878.00 -7,85,121.00
46.985 sszvN‘if&";TCAd" - - 70,408.00 -
46.989 | UPP.T.CL - 51,78,46,877.03 | -15,78,183.00 | -7,87,46,820.00
46.541 | 1UT Cash -31,405.75
46.542 | Outside Zone . - -25,15,229.00 ;
Total -41,48,005.53 | -51,78,46,877.03 93,92,976.45 | -7,79,91,848.03
Grand Total -59,05,93,844.14




ANNEXURE I

Statement on Impact of Audit Qualifications (for audit report with modified opinion) submitted
along-with Annual Audited Consolidated Financial Results

(X in Crores)

Statement on Impact of Audit Qualifications for the financial Year ended March 31, 2026

[See Regulation 33/52 of the SEBI (LODR) (Amendment) Regulations, 2016

I SL Particulars Audited Figures (as Adjusted Figures
No. reported before (audited figures after
adjusting for adjusting for
qualification) qualifications)
1 Turnover/Total Income 1,08,219.50 1,08,340.53
2 Total Expenditure 1,15,643.47 1,15,761.11
3 | Other Comprehensive Income (139.97) (117.92)
4 Exceptional Items 107.80 107.80
5 | Net Profit/(Loss) (7,456.14) (7,430.70)
6 | Earnings Per Share (49.41) (49.24)
7 Total Assets 1,80,369.26 1,80,183.72
8 Total Liabilities 1,50,134.78 1,49,923.80
9 Net Worth 30,234.48 30,259.92
10 | Any other financial item(s) (as left appropriate by the
management)
II. | Audit Qualification (each audit qualification separately)

a.  Details of Audit Qualification: Annexure-A
b.  Type of qualification: Qualified Opinion
c.  Frequency of qualification: Annexure-A
d.  For Audit Qualification(s) where the impact is quantified by the auditor, Management’s Views:
Refer Annexure-A
e. For Audit Qualification(s) where the impact is not quantified by the auditor:
(i) Management’s estimation on the impact of audit qualification: NA
(i) If Management is unable to estimate the impact, reasons for the same: Accounting of the
Company is on SAP -ERP and the records are maintained at different units. Hence, it is
very difficult to collect the huge number of information to quantify the observations.
(ii1) Auditor’s Comments on (i) or (ii) above: NA

Sd/-
(Nitin Nijhawan)
Chief Financial Officer

Sd/-
(Nitish Kumar)
Managing Director
DIN: 08660586

Sd/-
(Mayur Maheshwari)
Chairman of Audit Committee
& Non- Executive Director

For Jitendra Agarwal & Associates
Chartered Accountants
FRN: 003755C

Place: Lucknow
Date: 30.05.2026

CA Jitendra Agarwal
Partner
M No. 072529



Annexure-A

S No. Basis of Qualified Opinion of Statutory Auditor Report Frequency

Annexure I to Independent Auditors Report

As referred to in "Basis of Qualified Opinion" paragraph of our Audit Report of even
date to the members of Uttar Pradesh Power Corporation Limited on the
Consolidated Financial Statements of the Group for the year ended 31° March, 2026)

Based on our audit on the consideration of our report of the Holding Company and the
report of the other auditors on separate financial statements and the other financial
information of Subsidiaries, as noted in the ‘Basis for Qualified Opinion’ paragraph to the
extent applicable, we report that:

1. Uttar Pradesh Power Corporation Limited (UPPCL)

1. | Kindly refer to Note 14 — Other Equity of the standalone financial statements for | Repetitive
the year ended 31 March 2026. During the year, the Company has transferred
balances amounting to 3195.95 crore from Capital Reserve and 3540.31 crore from
Restructuring Reserve to Retained Earnings. The management stated that these
balances pertained to old balances arising from a transfer scheme and, in the
absence of detailed supporting records and documentation, the same were
transferred to Retained Earnings.

However, the Company has not provided detailed breakup, supporting documents,
nature of reserves, or justification for such transfer. In our opinion, the aforesaid
accounting treatment is not adequately supported and is not in accordance with
generally accepted accounting principles and practices.

In the absence of adequate supporting evidence and documentation, we are unable
to verify the accuracy, appropriateness, classification and completeness of the said
balances and the consequential impact of the transfer on the standalone financial
statements in accordance with the applicable financial reporting framework,
including Schedule I1I to the Companies Act, 2013.

2. | During the course of audit, it was observed that in the previous year the Company | Repetitive
had regrouped certain old balances into “Assets Migration Account” under Note 6
— Non-Current Financial Assets — Others and “Liability Migration Account” under
Note 16A — Non-Current Financial Liabilities, as also disclosed in the Notes to
Accounts.

During the current year, the Company has written off balances amounting to
%121.81 crore from the Assets Migration Account and 26.93 crore from the
Liability Migration Account pursuant to approval of the Board of Directors.
However, the underlying party-wise, unit-wise and account-wise details, along with
complete reconciliations and supporting records forming the basis of such
regrouping and subsequent write-off, were not made available for our verification.

Consequently, we are unable to verify the correctness and appropriateness of the aforesaid
balances and the consequential impact thereof on the standalone financial statements.

3. | The Company has not complied with the following Ind AS notified under
Section 133 of the Companies Act, 2013, read with Rule 3 of the Companies | Repetitive
(Indian Accounting Standards) Rules, 2015 (as amended):




Non-Compliances of Ind-AS:
IND AS 1 (Presentation of Financial Statement)

o It has been observed that the company is recognizing refunds related to income
tax, interest on income tax, GST, and other statutory refunds on a cash basis,
i.e., at the time of actual receipt. This practice is not in compliance with Ind AS
1 — Presentation of Financial Statements, which requires the use of the accrual
basis of accounting.

IND AS 19 (Employee Benefits)

Kindly refer to Para No. 4(a) of Note 30 - Notes to Accounts to the financial
statements.It has been noted that the accounting for employee benefits relating to
the General Provident Fund (GPF) scheme has been carried out based on an
actuarial valuation report dated 09.11.2000, which utilizes fixed contribution
rates of 16.70% & 2.38% on basic pay and dearness allowance (DA) for pension
and gratuity respectively, This methodology has been consistently applied over the
years without any subsequent actuarial revaluation.

However, this approach is not in compliance with the requirements of
IndianAccounting Standard (Ind AS) 19 - Employee Benefits, which mandates
that actuarial valuations should be performed at least annually, or more frequently
if there are material changes in assumptions or plan obligations.

The continued reliance on an actuarial valuation report that is over two decades
old constitutes a significant deviation from the prescribed accounting standards and
may lead to a material misstatement of employee benefit liabilities in the financial
statements.

We recommend that the management undertake a fresh actuarial valuation of the
GPF scheme in accordance with Ind AS 19 and ensure that future valuations are
performed on a timely basis to reflect the accurate liability.

IND AS 109 (Financial Instruments)

During the audit, it has been noted that the company had issued listed bonds inprior
financial years. However, the following deviations from the requirements of Ind
AS 109 - Financial Instruments were observed:

e Incorrect Treatment of Transaction Costs:

The company has charged the entire transaction costs and issuance-related
expenses tothe Statement of Profit and Loss at the time of bond issuance. This
accounting treatment is not in compliance with Ind AS 109, which states:

Transaction costs that are directly attributable to the issue of a financial
liability shall bededucted from the initial measurement of the financial
liability. (Ind AS 109)




1.

ii.

Such costs are required to be amortized over the term of the financialliability
using the Effective Interest Rate (EIR) method, rather thanexpensed
immediately. The current approach has led to: Overstatement offinance costs
in the year of bond issuance

Understatement of the carrying amount of the bond liability

e Use of Coupon Rate Instead of Effective Interest Rate:

It was further observed that the company is calculating and recognizing interest
expense based on the coupon rate of the bonds, rather than applying the
Effective Interest Rate (EIR) method as mandated by Ind AS 109.

Ind AS 2: Inventories

As per the company’s material accounting policies, the stores and spares are
valued at cost. However, this treatment is not in compliance with Ind AS 2 -
Inventories, which requires inventories to be measured at the lower of cost and
net realisable value (NRV). No assessment of NRV for these items has been
carried out as at the reporting date.

Kindly Refer to Para No. 7 of Note 30: Notes to Accounts to the financial | Repetitive
statements, where the Company has disclosed that inter-unit transactions (IUT)
amounting toRs. 76.32crore remain pending for reconciliation and consequential
adjustments as at 315 March 2026 and similar type of observation also reported by
the Zone auditor in their report.
In the absence of such reconciliation and documentation, we are unable to
determine the accuracy, validity, and financial impact of the outstanding inter-unit
balances on the financial statements for the year ended 31st March 2026.
1. Kindly refer Note 8 to the financial statement as on 31st March, 2026, includes | Repetitive
a balance of *641.79 crore as unallocated realisation. The amount has not been
to allocate to the respective DISCOMS till 31.03.2026.
Ageing of Unallocated Revenue Realisation (X in crore)
Section Name More 1To2 Year | Less Than 1 Total
Than 2 Year
Year
Laghu Sichai Vibhag - - 91.07 91.07
Department
Decentralised - - 413.84 413.84
Department
Jal Nigam 77.76 77.76
Commission of E- 21.80 21.80
Wallet
Online Amount 3732 37.32
Total - - 641.79 641.79
Kindly refer to Note No. 21 of the Financial Statements for the year ended 31st | Repetitive

March 2026, wherein the Company has disclosed rental income of 20.90 crore
received from employees of Uttar Pradesh Power Corporation Limited towards




residential accommodation provided to them.

The residential accommodation has been allotted to employees at concessional
rates as per the Company’s applicable policy / practice. For the purpose of our
verification, we requested the Company to provide the basis of determination of
rental charges and related details, including the fair rental value / benchmark value,
wherever available.

The Company has informed that the accommodation is provided to employees as per its
internal policy and that the rent recovered from employees has been accounted for as rental
income in the books of account. However, detailed working / supporting basis for
determining the fair rental value of such accommodation was not made available for our
verification.

1. It is observed that certain balances have remained outstanding for more than
three years without any movement or settlement. As confirmed by
management, no adequate supporting documentation is available for these
balances being very old balances and 100% provision have already been
created against these receivables amount considering that recoverability of this
amount appears doubtful. However, these balances have not yet been written
off/written back from the books.

The Detailed list of outstanding balance (except IUT) for more than 3

years:
S.no | GL Code Particulars Amount (%) Balance
Fringe Benefit Tax Dr.
1 27.41100&46.81000 | Balance* 2503731.64
ExpRecov Suppliers Dr.
2 28.81000 /cons 235203.80
3 28.87920 M/S Prayagraj Power 1144000.50 Dr.
4 28.87950 Lalitpur PGCL 217565.00 Dr.
5 28.92000 Deposit-GPF Trust 1000000000.00 Dr.
GPF SE-MES Opening Cr.
6 44.50300 Balance 1657309.70
GPF Mnist Opening Dr.
44.50400 Balance 711237.00
8 44.50500 G.P.F. (Operating) 477535.40 Cr.
44.50600 G.P.F. PMT to Account 352000.00 Cr.
10 44.51600 CPF Gratuity Payment 10000000.00 Cr.
11 44.60100 GPF Subs Officers 62862.00 Dr.
12 44.60200 GPF-S.E. & M.E.S. 15580.00 Cr.
13 46.98970 Western U.P. Power 1157813.90 Cr.
14 46.98980 South East U.P. Power 1357475.77 Cr.

(*) The Fringe Benefit Tax (FBT) was abolished by the Government of India in the
year 2009, effective from Assessment Year 2010-11, However, an amount of
2500000.00 is still shown as "Advance on Frin.ge Benefit" under receivables.
Management is advised to review the nature of this balance, identify the
relevant years, and initiate necessary action for refund or write-off as per
applicable accounting standards
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The management has not provided any explanation or documentary evidence to
justify the continued recognition of this balance, nor clarified whether the
surplus was deposited in excess and pertains to which financial year(s). It also
remains unclear whether any action has been initiated to claim a refund or
adjust the amount through the income tax portal. In the absence of such details,
we are unable to comment on the accuracy, recoverability, or potential financial
impact of this balance on the financial statements. The lack of clarity also raises
concerns regarding the adequacy of internal controls and the reliability of
account balances.

During the course of audit, we observed irregular extension of contract beyond the
approved period in respect of Tender No. 13/UPPCL/PMC/2022 awarded to M/s
Marcados Energy Markets Pvt. Ltd. for procurement of Power Purchase Cost
Optimization Services and Energy Portfolio Management Services through the
Office of Load/Demand Forecasting, Uttar Pradesh Power Corporation Limited
(UPPCL).

As per records made available to us, the Letter of Award (LOA) was issued on 21
December 2022 for a contractual period of two years commencing from 19
November 2022 and ending on 18/19 November 2024, with extension permissible
only in accordance with the terms and conditions of the contract. However, the
contract was continued beyond the approved period without adequate supporting
approvals and documentation being made available for our verification.

Events
SI. Date Particulars
No.
Tender No. 13/UPPCL/PMC/2022 floated for procurement of Power
1 09.09.2022 |[Purchase Cost Optimization Service and Energy Portfolio
Management Services.
’ 19.11.2022 Commencement date of contractual services considered under the
agreement.
3 21.12.2022 if&ter of Award (LOA) issued to M/s Marcados Energy Markets Pvt.
21.12.2022 to|; ... . .
4 20.11.2024 Initial contract period of two years as per tender/LOA conditions.
|5 ” 03.12.2024 ||Pr0posal submitted for extension of contract for further period.
6 21.12.2024 to||Contract extended for one year with approval of competent
21.12.2025 ||authority/Board as per records produced.
7 19.11.2025 to||Further extension of three months granted after expiry of extended
18.02.2026 ||period, with Board approval.
] 19.02.2026 |(|Another extension of three months granted without approval of
onwards |[Board/Competent Authority on record.

Grant of extension beyond approved contractual period without approval of the
Board/Competent Authority is in violation of principles of financial propriety,
transparency, and contractual governance.

The absence of timely fresh tendering and continuation of the same agency through
repeated extensions may also restrict competitive participation and may not ensure

First Time




reasonableness of rates and services.

Non- Compliance of CAG comments for FY 2024-25

e Based on the proposal forwarded by the Company, the Government of Uttar
Pradesh (Department of Energy) had accorded (30 December 2024) 'in-principle
approval for the comprehensive reforms of Company's two subsidiary
DISCOMS (Purvanchal Vidyut Vitran Nigam Limited and Dakshinanchal
Vidyut Vitran Nigam Limited) through privatization/- Public Private
Partnership.

These facts are material and merit for suitable disclosure under 'Notes on
Accounts'.
However, management has not disclosed the same till 31%* March 2026 under Notes
to Account.

Repetitive

10.

Non- compliance of Accounting Policies:

It has been observed that certain accounting policies disclosed in the financial
statements are not being followed in practice, resulting in non-compliance with
both the Company's own stated policies and the applicable Indian Accounting
Standards (Ind AS). The key instances of such inconsistencies are outlined below:
a) INVESTMENTS: As per the stated accounting policy, the Company is

required to assess investments for impairment and measure them at fair value
in accordance with Ind AS 109 — Financial Instruments. However, it was
observed that provisions for impairment are not beingmade at fair value,
which is a deviation from both the policy and Ind AS requirements.

b) FINANCIAL ASSETS: As per the accounting policy of the Company,
financial assets are required to be subsequently measured at amortised cost
and impairment is to be recognised using the Expected Credit Loss (ECL)
model in accordance with Ind AS 109 — Financial Instruments. However,
financial assets have not been measured at amortised cost and impairment has
not been assessed using the ECL model, which may result in material
understatement of impairment losses in the financial statements.

c¢) FINANCIAL LIABILITIES: According to the accounting policy,
borrowings are to be measured at fair value using the effective interest rate
(EIR) method. However, in practice, borrowings are not being accounted for
using the EIR method, resulting in a deviation from both the stated policy and
Ind AS 109.

Repetitive

11.

Major Non-Compliances of Law

It is observed that the Company has not appointed a whole time Company Secretary as
required under the provisions of Section 203 of the Companies Act, 2013, read with Rule
8A of the Companies (Appointment and Remuneration of Managerial Personnel) Rules,
2014.

Repetitive

12.

During the statutory audit of Unit 991A for the financial year ended March 31,
2026, the audit team requested the ledger break-ups, third-party confirmations,
actuarial valuations, and supporting reconciliations for various balances appearing
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in the Trial Balance.

Despite multiple requests and reminders, management failed to provide any
supporting documentation, underlying vouchers, or explanatory break-ups for the

following 5 distinct heads in the Trial Balance:

Trial Balance

Audit Concern / Nature of

S.No. A t (INR
0 Head Description mount ( ) Missing Info
. No payment vouchers, bank
PF Gratuit ;
1 CPF Gratuity -10,000,000.00 | matching records, or trust
Payment
statements.
) Amount Payable £66.816.00 NQ party-wise sub—lledger or
Other EB/S aging schedule provided.
Unreconciled Bank
3 Other Credit BRS -47,483,035.48 | Reconciliation Statement
(BRS) items.
Massive

4 Undistributed PTW | -1,545,436,207.00 | unallocated/undistributed

balance; no aging or nature.

Unclassified Massive unclassified
5 .. -620,00,09,275.37 | collection; lacks  bank
Realisation .
book/customer mapping.

In the absence of adequate supporting records and relevant documents, we are
unable to verify the correctness and recoverability of the aforesaid balance and
consequently unable to comment on its impact on the standalone financial
statements.

13.

During the course of the statutory audit of Unit 0396 for the financial period under
review, the audit team requested management to provide supporting schedules, sub-
ledgers, age-wise analyses, third-party confirmations, and underlying agreements
for several balance sheet heads under Trial Balance.

However, despite repeated follow-ups and official information requests,
management failed to provide the necessary supporting documentations or
explanations for balances totalling 192305.01 (or local currency equivalent).

The detailed breakdown of the heads where documentation was not provided is
structured in the table below:

Trial Balance Head / Audit Evidence / Documents
S.No. Account Name Amount (INR) Not Provided
TTp— - .
1 O&M (Opening 175,000.00 | £ &
copies, and performance
Balance) .
tracking sheets.
5 Other Advances / 17.305.01 Detailed ledger break-up and
Balances nature of the balance.
Total Unverified 2192305.01
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‘ ‘ Amount ‘ ‘ |

In the absence of adequate supporting records and relevant documents, we are
unable to verify the correctness and recoverability of the aforesaid balance and
consequently unable to comment on its impact on the standalone financial
statements.

Despite multiple follow-ups and audit info requests, the party-wise breakup and
aging analysis for these balances (totalling INR 192305.01) were not made
available for verification.

14.

Major Audit observations in Material Management Zone Audit Report
excluding those which have been appropriately dealt with elsewhere in the
report: -

During review of raising claim for compensation from power generators from SECI
as per provision of various PSAs from 2019-20 onwards revealed that shortfall of
430.21 MUs has been worked out up to 2024-25 as against shortfall of 184.6695
MU dealt in audit report for 2024-25 on the basis of observations made in
concurrefnt audit report. However, we were explained that the matter is presently
under review of management for taking up the issue with the SECI and accounting
thereof in books of account. Hence, under the circumstances, impact of said non-
determination &raising of compensation claim on the said account up to
31.03.2026 on financial statement is unascertainable at this stage.

Repetitive

Review of Debit balances of Rs. 1508.20 Crore (PY Rs. 1541.44 crore) under the
head 28.80010 Sundry Receivable revealed that balances include following:

After reconciliation of account, a sum ofRs. 388.37 crore is receivable from
Northern Railway — UP (NR-UP) against UI/DSM charges (35.34 crore) and
Sign Change violation charges (353.12 crore) has been found to be receivable
but reconciliation statement is pending for signature by railway authorities as
stay order has been granted by Hon’ble APTEL in petition no 88 of 2023
wherein any change in the DSM charges for the disputed period may also impact
the DSM sign change penalty.

Rs. 707.68 crore in respect of debit notes issued to ROSA
PWR.CO.LTD.SHAHJAHANPUR in the month of April 2018 towards the
recovery as per UPERC's Order but the recovery against the above debit notes is
still stayed as per APTEL's order dated 29.09.2018. Further, net debit balance
of Rs. 62.25 crore transferred during the year includes Rs. 324.98 crore towards
Debit notes of earlier years against which recovery is pending.

Rs. 92.06 crore is recoverable from NPCL (UI) towards DSM charges and are
pending for recovery since long time.

Above Balances includes Debit balances of Rs. 257.832crore (net), which are
continuing from long time and were explained to be under reconciliation.

In absence of non-reconciliation & confirmation of said balances, we are not able
to comment on aspect of recoverability of the same. Hence, impact of pending
reconciliation and confirmation of said balances on the financial statement of Zone
is not ascertainable at this stage. (Unit #330)

Repetitive’

Review of trial balance depicted that balance of Rs. 42,41,84,806.15 under the
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head 28.869- Asset Migration Account &Rs. 1,29,48,940 under the head 28.801
wheeling charges and Rs. 80,89,56,292.70 crore under the head 23.112 — extra
state consumers appearing as on 01.04.2025 were adjusted directly through
balances appearing under the Head 28.75 PBDD-Other Recoverable Cr and head
2306140000 Bulk Supply ICT respectively in terms of approval of Board accorded
on 12" November, 2025 which however, as per the said approval was required to
be dealt through write on / write off in books of account. Hence, in our view the
write on & write off of balances should have been dealt through respective head of
account of Income and expenditure in books of account for ensuring proper
disclosure in financial statements. (Unit# 330).

Investment : During review of decision taken as per minutes of meeting held on
09.08.2018 between Principal Secretary Energy, GoMP and Principal Secretary
Energy, GoUP at Lucknow in compliance to directions given by the Honble
APTEL in appeal no. 59 of 2014 and IA no. 111 of 2014 and Appeal No. 120 of
2014 on 25.07.2018 it was observed that the company has entered in to
arrangement with MPPMCL for 18.15 MW share in the project of Rajghat HPP at
an equity contribution of Rs 66.74 crore, which works out to 40.32% share in the
total cost of capital of Rs 165.50 crore. However, Status of Reconciliation of the
power scheduled for generation from Rajghat HPP plant since inception and actual
scheduled generation to U.P. required to be worked out as per clause 6 of the said
minutes is not available in records for determination of compensation of the energy
receivable by U.P. In absence of requisite details, we are unable to comment on the
impact, if any, on the financial statements of the unit. (Unit# 330).

Repetitive

Credit balance of Rs. 25,23,05,239.82 (PY Rs. 22,55,69,165.08) is appearing under
the head 28.6201 subsidy receivable from UPNEDA and debit Balance of Rs.
10,76,38,824.28 (PY Rs. 8,98,92,236.66) appearing under the head 28.6202 —
Subsidy from IREDA is subject to reconciliation and confirmation. Impact of the
said reconciliation and confirmation, if any, on financial statements is not
ascertainable at this stage.

Repetitive

Deviation settlement charges of Rs. 364.25 crore (PYRs 663.56 crore) (Net) have
been accounted for as per bills received from UPSLDC for the period up to 22-02-
2026 only. However, no provision has been made towards DSM charges /
(incentive) up to 31.03.2026, in absence of receipt of Bill from UPSLDC and lack
of reasonable basis for such estimation andas such we are unable to comment upon
the impact of the same, if any, on financial statements.

Repetitive

vii.

Purchase of Power

Accounting Policy of the Company regarding power purchases does not envisage
the method for accounting of power purchases where final approval of the tariff by
the Regulatory Commission has not been granted. Further, Policy does not provide
for the following:

a. Method of accounting of power purchased from Power exchanges, Power
purchased from Renewable Sources, Traders (Bilateral) on the basis of
contracts entered into with the respective parties, Power purchased from
nuclear power generator at the rates approved by Department of atomic energy,
energy purchased & Banked energy from CO-Generators etc.

The energy accounts are generally delayed for settlement in most of the cases due
to complexity of transactions involved in power sector. The Company receives

Repetitive




claims for past period due to delayed settlement which are accounted for in the year
of receipt of claims /invoices and as such the impact of settlement of on-going
settlement of tariffs by various authorities/ forums is not ascertainable at this stage.

Debit balance of Rs. 2506.36 Lakh (PY 310.14 Lakh Cr.) appearing under the head
70.154- Late Payment Surcharge reveals that accounting system adopted by unit is
in diversion of accepted accounting policy on accrual basis where LPS should be
accrued after the specified time period as per PPA in respect of unpaid bills,
whereas unit has accounted for only in respect of bills received on this account by
EI&PC unit (Unit # 330).Hence, no proper system is in place where status of bill
wise LPS could be determined for accounting of LPS on accrual basis. Under the
circumstances, we are unable to comment upon the amount of provision of LPSC
and its consequent impact on profitability and liabilities of the unit.

Repetitive

Review of trial balance reveals that receivable appearing under the head ‘28-
Sundry receivable’ includes following balances continuing from old time,
reconciliation of which was informed to be under process. Pending reconciliations
and confirmation of such old continuing balance, we are unable to comment over
the same and its impact on the financial statements. (Unit #330 EIE&PC)

AG CODE | HEAD Balance as on | Balance as on
31.03.2026 31.03.2025

28.401A Misc. Advances 8599.21 8599.21

28.809 Others 12,69,06,157.00 CR 4,30,67,227.46 CR

Repetitive

10.

Debit Balance of Rs. 442.08 crore (PY Rs. 442.08 crore) is appearing under the
head — 2301200530- Receivable from Noida power Corporation Limited (NPCL)
which includes a some of Rs. 5.69 crore classified as a advance to Noida power
Corporation Limited (NPCL) against which 100% Provision has been made under
the head 2306140000- Bulk Supply ICT in books of Unit#330 EIE&PC. As per
the agreement dated 18 November 1993 entered into between Uttar Pradesh State
Electricity Board (now Uttar Pradesh Power Corporation Limited) and Noida
Power Company Limited, certain assets were transferred for a consideration of
%10.10 crore, treated as a loan repayable in four annual instalments together with
interest @14% per annum on reducing balance basis. Further, Rs. 5.69 crore Dr.
(PY Rs. 5.69 crore) is appearing under the head 27.30 —Loans and Advances to
NPCL. The amount of Rs. 5.69 crore which remain unrecoverable from NPCL as
on 31% March 2026 but the management has discontinued charging of interest
thereon. The Electricity Import Export & Payment Circle Unit of the Zone has
accrued interest of Rs. 0.00 (PY Rs. 34,10,70,401.00) during the Financial Year
2025-26 against advance provided to Noida Power Company Limited. Total
accrued interest as on 31.03.2026 under the head 28.250 stands at Rs.
2,56,80,59,246.00 (PY Rs. 2,56,80,59,246.00) after netting of opening credit &
Debit balance. In this regard we were explained that no recovery has been made
from NPCL since very long time and 100% provision against the same is created at
HO level. In the absence of proper details, confirmation of balances, non-
availability of complete information, follow up action for recovery of the said
balances, status of Pending disputes, if any, on this account, we are unable to
quantify the recoverable amount and its consequential impact on financial
statement. (Unit#330 EIE&PC).

Repetitive

11.

Review of power purchases from M/s IEX revealed that during the year unit has
purchased 1619.56 MUs at average purchase price of Rs. 6.52 per unit and sold
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6060.29 MUs at average sale price of Rs. 3.77 per unit and test checks revealed that
on few occasion sales and purchases were made on same days which inter alia
implies that average sale price of power is abnormally lower than the average
purchase price and as such requisite efforts needs to be made for scheduling for
power to avoid such unnecessary increase in power cost.

Xii.

Liabilities for purchase of power: Review of liabilities of Rs. 20,201.11 crore
(PY Rs.18,953.09 crore) appearing under the head Liabilities for purchase of power
reveals that:

i)

During review of bills in respect of banked energy, it was observed that
banked energy lapsed for withdrawal and available for drawl is not being
bifurcated as per CRE guidelines. In some cases it was observed that
withdrawal of energy was made by generators in spite of unavailable
banked energy, which is not in accordance with CRE guidelines. Non-
bifurcation of energy in lapsed and available for drawl may result in lack of
control over supply of energy in excess of Banked energy available for
drawl resulting in loss of revenue. Further, test checks of the provisions
made towards balance of banked energy was found to be varying with the
details of energy banked & drawn available in records kept by unit. Hence,
the aspect of determination of lapsed & available energy needs
reconciliation in respect of all such co-generators for ensuring proper
control over the banked energy and creating provision in books of account.
Hence, Impact of such reconciliation and bifurcation, if any, on provisions
of Rs. 8,98,63,368.00 created during the year (PY Rs. 13,58,94,288.79) and
accumulated provision of Rs. 89,96,81,681.29 (PY 80,98,18,313.29) as on
31.03.2026 on financial statements is unascertainable at this stage.

Provision of Rs. 9648.44 crore (PY Rs.7845.93 crore) under the head
41.20- Provisional Liability as appearing as on 31.03.2026 towards liability
against unverified/ unbilled power purchase etc. comprises of following

a. As per reconciliation with M/s Alaknanda Hydra Power Co Ltd
(400000013) up to march 2024, a sum of Rs. 23,97,678.00 identified as
Rebate less considered by UPPCL i.e., rebate availed but not accounted
for in books and as such Income under the head prior period income is
under stated and Liability under the head 41.10 is overstated by Rs.
23,91,678.00.

(Management Reply: Matter will be reviewed and necessary action will
be taken accordingly.)

b. Provision of Rs. 1152.09 crore towards unverified / unbilled claims of
M/s KSK Mahanadi Power Co. includes unverified power purchase &
LPS bill aggregating to Rs. 326.44 crore pertaining to the period more
than 3 years.

Further, a sum of Rs. 788.33 crore i.e., Rs. 617.41 crore claimed during
FY 2023-24 &Rs. 170.92 crore Claimed in FY 2024-25 by KSK
Mahanadi Power Co. towards change in Law was returned to generators
owing to non-submission complete details/ documents for verification
of the claim and the matter is still under process of verification. Under
the circumstances, the veracity of the provisions made in respect of the
said returned bills is unascertainable at this stage.

Repetitive
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c. Provision of Rs.79.03 crore towards unverified/ unbilled amount PP | First Time
Bills and LPSC of M/s APCPL (400000004) is appearing under the
head 41.20 —Provisional Liability of which Rs. 4.79 crore are of March
2026 and balance of Rs. 74.24 crore pertains to Provision of LPSC of
the period more than 3 years. As per reconciliation with party up to
September 2025, Only Rs. 2.77 crore are appearing as LPSC of previous
years not accounted for by UPPCL and as such Balance provision of Rs.
71.47 crore prima facie appears to be excess provision made in earlier
years on which needs to be reviewed. Under the circumstances we are
of the view that liability created in our books of account requires to be
written back in books of account for reflecting its impact on financial
statements. Hence, liability under the head 41.20 — is overstated and
Income is under stated to the said extent.
(Management Reply: As per the reconciliation carried out with M/s
APCPL, the liability in Vendor Account has been reconciled. However,
scrutiny of Provisional Liability booked in previous years is being done .
and rectification, if required will be done accordingly in Current FY.) Repetitive
d. Provision (41.20) of Rs. 231.21 crore created for Lanco Anpara
(400000003) includes Rs. 3.31 crore of Suppl. Bill of 07/2024 not
verified till 31.03.2026 for want of requisite documents. Reconciliation | Repetitive
up to 31.10.2025 made do not contain above item.
Liability of Rs. 105.43 crore of M/s UP Jal Vidyut Nigam Limited is for More than
1 year and reconciliation with party was informed to be under process. Impact of
the said pending reconciliation & confirmation of aforesaid Debit & Credit
Balances on financial statement is not ascertainable at this stage.
13. | Review of balance of Rs. 10462,69,77,751.22 (PY Rs. 11026,18,12,714.98) under | Repetitive
the head 41.10 — Liability for power purchase as on 31.03.2026 revealed that
during the year inter transfer of balances from one vendor to other i.e., Balances of
Rs. 364,92,66,688 (Net Debit) appearing separately in 11 vendors account i.e.,
Debit of Rs. 365,02,14,896.00 in 6 vendors and Credit of Rs. 9,48,208.00 in 5
vendors pertaining to various constituents of Power trading corporation have been
transferred during the year to vendor code 4000000190 — Power trading
corporation of India which resulted in emergence of balance of Rs.
100,71,26,180.28 as on 31.03.2026 as against balance of Rs 460,90,05,695.28 As
on 31.03.2025. However, reconciliation of account with PTC was explained to be
under process and as such the impact such of reconciliation & confirmation on
financial statement are not ascertainable at this stage.
14. . e
Regarding the aspect of reconciliation of balances of trade payable, we were Repetitive

explained that work order for reconciliation for the period up to 2024-25 was
awarded to the M/S Mercados Marketing Energy Private Limited. In this context
we were informed that reconciliation in respect all vendors have been completed
for the period up to 31.03.2025 and effect thereof has been made in books of
account except in case of 6 vendors i.e., UP JalVidyut Nigam, PTC, SASAN
(UMPP), UPNEDA, THDC and PXIL having aggregate credit balance of Rs.
1186.43 crore where the final reconciliation is yet to be made. Further, letters
seeking confirmation of vendor’s balances as on 31.12.2025 has been sent by unit
to 185 vendors out of which confirmation from 30 vendors are received and
differences were observed in 22 cases which are subject to reconciliation. (Unit




#330)

Under the circumstances, the reconciliation & confirmation of balances of vendors
is under process and as such impact of said pending reconciliation & confirmation
of balance in respect of various generators, if any, on financial statement of the unit
is unascertainable at this stage.

15.

Quantitative reconciliation of Energy:

a) Differences in quantity were observed in Quantitative details of electricity
purchased appearing in SAP as compared to Actual quantity of scheduled
electricity during the year i.e., scheduled energy is 1,51,166.12 MU as
against 1,59,329.67 MU appearing in SAP. Reasons for difference in
accounted energy could not be explained and are subject to reconciliation.

b) System of reconciliation of scheduled power as compiled by Zone with
UPSLDC and other scheduling authorities was explained to be not in
practice which needs to be established for cross verification of the
scheduled energy compiled by Zone.

In view of above i.e., difference in quantity reported by unit as compared with
details appearing in SAP, absence of systematic reconciliation mechanism, non-
verification of quantities by other department /external agency, the completeness
and accuracy of scheduled energy reported by the unit and Loss% could not be
cross-verified and as such impact if any thereof, is unascertainable at this stage.

Repetitive

16.

Maintenance of Books of Account:

Zone has maintained books of account on SAP-ERP system. However,
documentary evidence regarding various implemented control including
maintenance & preservation of audit trail, user’s roles & responsibility, system
audit etc. were not made available to us. In this context we were explained that
aspect of identification and assessment of various Risks including financial
reporting Risk, maintenance & preservation of audit trail (edit log) facility were
being dealt at Head office.

Some of the observations noted during our test check are mentioned below:

- There are open items in various ledger particularly vendor ledger since long
time,

- Various un-cleared credit entries are appearing in vendor ledgers made through
funds section vide KZ documents which remained unexplained by the unit # 330
and as such requires to be streamlined.

- Invoice verification date is appearing as Document date instead of Invoice date.

- There are cases where payments booked in SAP through general entry in
voucher type AB instead of booking through Payment vouchers (KZ)
documents.

In view of the above, we are unable to comment upon the effectiveness, integrity of
the control system, Risks including financial reporting Risk, maintenance &
preservation of audit trail (edit log) facility.

Repetitive




17.

Internal / Concurrent audit system:

System of concurrent audit of Bills for power purchase from generators and
reconciliation of vendors account etc. from external agencies in practice in previous
financial years has been discontinued during current financial year resulting into
non audit of power purchase bills on concurrent basis and shortcoming /
deficiencies on said accounts being reported by concurrent auditors. However,
Internal audit on annual basis as was being conducted in earlier years was got
conducted. Considering the size and nature of activities of unit, system of audit on
annual basis wherein payments has been checked on sample basis and coverage of
core activities of unit relating to purchase of power of Rs. 84,571.09crore is not
considered to be adequate in absence of audit on concurrent basis and not in
commensurate with size and nature of activities of unit. Further, compliance of
concurrent audit observation for FY 2023-24 relating to recovery of Rs. 136.94
crore is continuing. In our view the system of concurrent audit /Internal audit
framework should cover major value of transactions such as power purchases,
vendor settlement, reconciliation, contract management etc. to be streamlined &
strengthened for ensuring effective monitoring and control over the transaction of
the unit.

First Time

18.

Property Plant and Equipment: -

i) The Title Deed of immovable property (Land) of Rs. 47,24,689.99 as
detailed below was not provided to us.

ZONE WISE LAND DETAILS (Amount in Rs.)
Zone Cost of Land as per Title Deed Title Deed Not
Code Trial Balance Available Available
970 4,96,250.00 - 4,96,250.00
640 4,65,48,401.99 4,23,19,962.00 42,28,439.99
Total 4,70,44,651.99 4,23,19,962.00 47,24,689.99

ii) As per accounting Policy of the company, Employee cost to capital works
are capitalized @ 15% on deposit works, 13.50% on distribution works and
9.50% of others. Such practice of capitalization on estimated basis without
determination of actual directly attributable cost is not in accordance with
IND AS 16.

iii) Review of trial balance reveals that Buildings under the head AG Code
10.208 “Building CONTA DIST INST” amounting to Rs. 48,34,196.68 and
under AG Code 10.211 Office building amounting to Rs. 11,65,227.05 are
appearing in books of account but information regarding the cost of Land of
corresponding assets could not be provided to us. #Units 645 — Elec Civil
ConstDiv— 1.

iv) Trial balance is showing Buildings under the head AG Code 10.211 “Office
Building” amounting to Rs. 4,20,87,422.10 but information regarding the
Land of corresponding assets could not be provided to us. #Units641 —
Civil.
The zone is not evaluating the Property Plants and Equipment (PPE) for
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impairment as required under INDAS 36, as explained to us revaluation of PPE is
not permitted by the Electricity (Supply) (Annual Accounts) Rules, 1985, the
exception may be because the PPE cost is built in the Fixed Cost of the tariff but as
explained to us the cost of PPE of the Company is not approved under the tariff
approved by the regulator neither Depreciation is allocated to the Distribution
companies. The company has not sought any clarification from relevant regulatory
authorities regarding the same.

19.

Payment of Lease

i) Unit #972 (UP Vigilance Cell) and unit # 327 (Electricity Store
Procurement Circle) are being maintained at rental premises. As explained
to us the rent of Unit #972 is being deposited to Court as the ownership of
the premises is sub-judice. Further, latest lease agreement and the rent
receipt were not being provided to us for premises with Unit #327. Further,
Compliances of Ind AS 116 is not done at zone level.

The unit#330 is accruing rent every year @ Rs 1 per month. The total amount
accumulated in ledger 28.872 is Rs 120.00. However, no details were provided to
us with regard to the title deed of the immoveable property leased to KESCO
limited was provided to us nor it was explained in which unit, the said asset is
capitalized. (#Units330 — EIE&PC.)

Repetitive

20.

Details of Liabilities of Rs. 44.34 crore (PY Rs. 44.34 Crore) under various heads
as given below in respect GPF/CPF contribution of employees payable to U.P
Power Sector Employee Trust is under reconciliation. Impact of such

reconciliation, if any, on financial statement is not ascertainable at this stage.
Head UNIT 300 UNIT 330 UNIT 970 Unit 640 Total

44.11000 | Provision 5,86,13,199.09 -86,50,412.00 -3,91,09,246.11 -4,00,26,884.00

for
Gratuity
Provision

-2,91,73,343.02

44.12000 41,63,37,553.83 -5,33,96,841.00 -27,84,31,930.91 -28,06,31,520.00
for
Pension
Liability
towards
GPF
C.P.F.
(Emp
Share)
C.P.F.
Employer

Cont.

-19,61,22,738.08

44.61000 56,12,33,866.00 -5,04,83,326.00 -37,14,39,634.03 -35,13,16,139.63

-21,20,05,233.66

44.62000 8,87,55,590.00 -52,04,099.00 -4,30,06,252.00 -3,32,82,093.00

72,63,146.00

44.62100 4,01,29,747.00 -36,43,798.00 -2,85,82,916.90 -2,12,73,547.00

-1,33,70,514.90
-44,34,08,683.66

Total

Repetitive

21.

Pending legal cases at different forums: In respect of pending legal cases at
different forums, we were explained that the status of court cases received from
PPA unit, Planning unit Power Management Cell and SPAT unit has been
considered by the Zone and the same has been disclosed as contingent liability.
Hence, we are unable to comment on the completeness of the details of contingent
liabilities provided by the Zone. Contingent liability except aforesaid details
pertaining to other unit/ zone may be looked into at HO level.

Repetitive

22,

Staff and Other Liabilities: A sum of Rs. 60.44 crore (Credit) appearing under
various head as detailed below are continuing from long time and no clarification
could be provided on this account and as such, we are unable to comment upon the
same: -

AG Code Unit 300 Unit 330 | Unit 640 | Unit 970
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Life Insurance -

44.406 Premium } } 2,560.90
Other -

44.41 Miscellaneous -43,005.50 } 7.57,353.84 8,27,252.50

44.502 | Officers -101.00 - 1.40,000.00 5,04,054.00

44.503 | SE & MEs - - 2,000.00 -74,310.00

44.504 | Ministerial Staff - - 214.00 5,77,503.00

44.505 | Operating Staff - - 36,000.60 -31,000.00

44.506 | G.P.F. Pmt to Accnt 32,000.00

44,507 | Class IV Advance -299.21 - 27.133.00 7,33,648.47
Security Deposit In

46101 | ¢4 Cap) -40,11,861.00 - - -
Security deposits

d6.102 [ DL DO - - - -9,90,030.00
Earnest Money

46.103 deposit (cap) ) ) 45,90,361.90 -7,025.00
Security deposits in

46121 | Z0 O&M) - - 1,15,76,897.44 0

46.81 | Provision for Fringe 92,828.82 - -18,52,878.00 -7,85,121.00

Benefit
Recv of MiscAdv

46985 | pyyNL MRT ' ' 70,408.00 '

46.989 | UPP.T.CL. - -51,78,46,877.03 |  -15,78,183.00 | -7,87,46,820.00

46.541 | IUT Cash 31.405.75

46.542 | Outside Zone - - -25,15,229.00 -
Total -41,48,095.53 | -51,78,46,877.03 03.92.976.45 | ~779:91:848.03
Grand Total -59,05,93,844.14

2. Common observations in Audit Report of Subsidiaries
A. | Trade Receivable on account of supply of Power:
(i) Paschimanchal Vidyut Vitran Nigam Ltd.

a. No revaluation loss has been recognized during the reporting period in respect of Trade | Repetitive
Receivables based on security deposit equivalent to 45 days billing to cover the
outstanding dues. In absence of adequate security deposit cover for customers under
Government sponsored schemes, no provision for likely impairment loss has been provided
against such receivables by the company. Under the circumstances, we are not in a position
to comment on the possible impact thereof on the financial statements of the company.
(Refer to Point no 47 of Notes to Accounts)

b. The company has not furnished the details of advance deposit received from consumers | Repetitive
against temporary connection and the entire security deposits from them has been shown as
non-current liabilities. In absence of such details, quantification of current and non-current
liabilities therefrom is not possible and ascertained.

c. The classification into disputed and undisputed debtors are not done at all in Note No. 7 of | Repetitive
Financial statements, which is not in accordance with amended Schedule III to the
Companies Act 2013. Time barring/non-recoverable cases are not identified, in absence of
any such classification, we are unable to comment there upon.

(ii) Dakshinanchal Vidyut Vitran Nigam Limited:

The Company has followed graded provisioning on trade receivable over the period of four
years with incremental provisioning of 20% each successive year, being 80% in FY 2024-




25, however the company has changed the provisioning policy as per Ministry of Power

Instructions from the FY 2025-26 and has provided 80% provision during the current year

resulting deficient provisioning for doubtful debts by as follows:

S. Particular Outstanding Provision Percentage
No. Amount (In | Amount (In | of Provision
Crores) Crores)
1. Provision requirement
in different age brackets
excluding  government
debtors
A. Up to 3 Months 1362.51 Nil 0%
Repetitive
B. 3 Months — 6 416.69 41.67 10%
Months
C. 6 Months-1Year 373.06 93.27 25%
D. 1-2 Year 804.67 321.87 40%
E. 2-3 Year 1136.92 682.15 60%
F. More than 3 11,295.16 11,295.16 100%
Year (100%
Provision
required)
G. PD Consumers 5,248.42 5,248.42 100%
Total 20,637.,43 17,682.54
2. Provision made in 14,111.40
Balance Sheet
3. Additional Provision 3,571.14
not made (1-2)
In our opinion once a debt has been identified as bad and doubtful debt it cannot be
carried in Financial Statement as receivable, hence 100% provisioning of such debt
is required.
iii Purvanchal Vidyut Vitaran Nigam Limited:
(a) | The Company has classified trade receivables based on the last payment date of consumers | Repetitive

instead of the actual due date of outstanding bills. As a result, partial payments against
long-overdue dues lead to receivables being reflected in lower ageing buckets, thereby
understating the provision for bad and doubtful debts. This method is not in line with




generally accepted accounting and industry practices, which require ageing based on
invoice/bill due dates. In the absence of accurate ageing data and reconciliations, the
impact of this misstatement on the provision for doubtful debts and the financial statements
remains unascertainable.

(b)

As reported by the Zonal Auditors, the management has not provided consumer-wise
breakup of Sundry Debtors outstanding hence, we are unable to comment on the
genuineness of the same.no customer wise analysis of the huge outstanding is available and
in view of the fact that the receivables against power supply is substantially high, we are of
the opinion that a huge sum may not be recoverable and the doubtful debts will be
considerably high against the total outstanding shown as per books of account.

Repetitive

(©

As reported by the Zonal Auditors, during audit it was observed that in many units a
significant amount is outstanding as advance to contractors. These amounts are outstanding
since very long. However, party-wise list of outstanding balance showing in ESD-AZM is
made available to us showing the date Since when such outstanding stands. These
advances should be recovered and properly Accounted for. As explained to us letter for
confirming the balance was sent to all the contractors but nobody reverted back.

Repetitive

(d)

As reported by the Zonal Auditors, Age-wise Outstanding has not been provided to us and
old outstanding with no movement during the last few years seems irrecoverable. It has
been observed that the divisions initiated for confirmation from the parties, but
confirmation from the parties could not be made available to us for our verification.

Repetitive

(e)

As reported by the Zonal Auditor of Varanasi, As per Trial Balance and age-wise breakup
provided to us, a huge amount is outstanding in sundry debtors under AG code 23 for
supply of power. Out of total outstanding of Rs. 13644.79 crores, Rs. 2865.41 crores is
outstanding for more than Six Months which constitute 21% of total debtors and Rs.
10779.38 crores is outstanding for Less than Six Months and, which constitute 79% of total
debtors. Also not provided consumer-wise age wise break up of Sundry Debtors
outstanding, Hence, we are unable to comment on that aspect.

Repetitive

®

As per Basti Zonal Auditor, The entry for revenue against supply of power is made every
month by the distribution units on the basis of revenue register (Online Commercial Data
CS-4). The position of outstanding against supply of power is still high, at the units and we
found that realization against revenue is still not satisfactory.

Also the Category wise (Govt. & Non-Govt) & Age wise summary of Consumer Counts
and Arrears as per Master Data have been not been made available. Also, consumer wise
and year wise outstanding debtors & amount realized is not provided to us. The receivables
against power supply are substantially high and we are of the opinion that detailed analysis
is required to year wise & category wise consumers so that ascertain an amount which may
not be recoverable from consumer.

Repetitive

Madhyanchal Vidyut Vitran Nigam Limited

O]

Consumer wise (debtors from sale of power) details were not available at the zones in
support of balances of ‘Trade Receivable (Current)’ as appearing in Note 8.
Further, reconciliation of outstanding balances of consumers as per consumer ledgers
maintained by the billing agencies and the balances appearing in the books of accounts of
concerned zones has also not been done.

Repetitive

(i)

As per the zonal auditor’s report of Zones CISS Gomti, Bareilly, Trans Gomti, it has come
to their knowledge that in some cases, additional security deposits have not been collected
from consumers as per requirement

Repetitive

(iii)

In several cases, legal notices/ recovery proceedings have been initiated against consumers
at the zones to recover the outstanding over dues against sale of power. However, all the
‘Trade Receivables’ in the financial statements have been classified as ‘considered good’
by deducting the amount of ‘total provision for doubtful debts’ from the total debtors
without identifying these cases or ascertaining their actual position.

Repetitive

(iv)

We draw attention to para 18(A) of Note 1B relating to disclosures of trade receivables
wherein the company has not ascertained and classified the Trade Receivables into
‘Disputed/ Undisputed’, as required by amended Schedule III to the Companies Act, 2013.

Repetitive




The segregation of ‘Trade Receivable’ into Government/ Non-Government and ageing into
different age buckets as per para 9 of note 1B have been made only on the basis of online

billing data provided by commercial wing. During the course of audit, independent | First time
supporting records, reconciled consumer-wise details, and adequate documentary evidence
supporting such classification and ageing were not made available for verification.
Accordingly, reliance has been placed on the data provided by the Commercial
Wing/Management and we are unable to comment upon the correctness of such
classification and consequential impact, if any, on related disclosures and provisioning in
the financial statements.
(v) | Further, the total trade receivables as per the data provided by the commercial wing as on | Repetitive
31% March 2026 do not match with the total ‘trade receivables’ as shown in the books of
accounts of the company. The same has not been considered and has been reduced from
the category of ‘non-government consumers’ under ‘Receivables outstanding for more than
3 years’ while categorizing the age buckets for the purpose of provisioning for bad and
doubtful debts.
(vi) | The company has not furnished the details of advance deposit received from consumers | Repetitive
against temporary connection and the entire security deposits from them has been shown as
non-current liabilities. In absence of such details, quantification of current and non-current
liabilities therefrom is not possible and not ascertainable.
(vii) | Observations of the Zonal auditors with respect to the trade receivables:
Zone Name | Observations
LESA — | a. The zone has shown recoverable (Supply of Power)
CISS- amounting to Rs.4687.26 Crore. Billing Ledger is not made | | Repetitive
Gomti Zone available for verification category wise outstanding
receivable against supply of power shown in trial balance as
on 31.03.2026. Age wise classification of receivable/book
debts are not made available to us. Age wise analysis of
debtors is essential to take appropriate action of making
provisions towards bad and doubtful debts and also for
apprising management the correct status thereof. .
b. As per the norms, additional security calculated manually on Repetitive
the basis of 45 days previous year billed amount has to be
realized. However, in few cases such additional security has
not been realized. Amount indeterminate.
c. Outstanding Receivables from consumers as on 31.03.2026 is
Rs 4687.26 Crore which reflects lack of efficiency in | | Repetitive
collection of Revenue.
LESA — | a. Recoverable from supply of power (AG-23) are appearing at .
TRANS Rs. 2,593.56 crore as on 31.03.2026. System of Repetitive
GOMTI reconciliation of consumer-wise details as per online billing
Zone system with balances appearing in books of account are not
integrated and same is not being reconciled. Hence, figures
of said receivable against supply of power as appearing in
TB with balances appearing in billing system are subject to
reconciliation and confirmation, impact whereof is
unascertainable at this stage.
Devipatan a. Outstanding recoverable from customers against sale of .
Repetitive

Zone power are not reconciled with consumers ledger maintained




at division level, hence sundry debtors’ balances are
unconfirmed and subject to reconciliation. No age-wise list
for outstanding dues is maintained at division level;
however, consumer wise list of dues is maintained at online
billing system as informed by management.

Ayodhya a. Consumer wise details and ageing of receivable against

Zone supply of power (AG Code 23) were not available at
Divisions/Zone as per the requirement of Schedule III of the
Companies Act 2013.

b. In absence of reconciliation of outstanding balance of
consumers as per billing software with outstanding balance
reflected in MTBs of Divisions and balance confirmation
from major consumers, we are unable to express our opinion
on correctness of Receivables against supply of power in

AG-23.
Bareilly a. There may be difference in Sundry Debtors as per billing
Zone ledger (Category Wise) and amount shown in Trial Balance,

it could not be tallied with billing ledgers. In the current year
sales is booked on assessment basis and amount credited to
sundry debtors account on the basis of actual receipt.
Further we have been informed that a separate software is in
place for the billing and realization from the Sundry
Debtors. The detailed list is not possible due to the large
number of consumers and the same is being maintained in
the online billing system.

Lucknow a) The revenue booked has been checked by us from report
Zone received from Commercial Section Head Office on test

check basis. Billing is done in accordance with data
provided by Commercial Wing, Head Office based on
Online Billing System. As informed by management
Consumer wise list of dues is maintained at Online Billing
System. Party/Consumer wise details were not available at
Zones in support of balances of Trade receivables (AG
Code 23) as appearing in the Trial Balance. Further,
reconciliation of outstanding balances of consumers as per
consumer ledger maintained in billing system and the
Balances appearing in the books of accounts of the Zone
has also not been done. Hence sundry debtors balances are
unconfirmed and subject to reconciliation. Dues from
Consumers have been increased during the year by Rs.
16,462 lakhs. Zone has made unbilled provision of 15 days
of revenue from sale of power and reversed last year
provision.

Repetitive

Repetitive

Repetitive

Repetitive

Comments on Old Balances:

As per report of DISCOMS Auditors, there are certain old balances which have not been




reviewed since long including their classification Summarized position of major balances
Subsidiary-wise is reproduced below:

@

Pashchimanchal Vidyut Vitran Nigam Limited:

(a)

Balances of trade receivables, trade Payables, Suppliers, Contractors, loans and advances,
staff related liabilities & advances and other various debit/credit balances, dues from
government including but not limited to UPPCL, UPTCL, UPJVNL, UHBVNL, UPCL,
etc., certain borrowing from PFC and reconciliation in respect of certain Bank balances are
subject to respective confirmations, reconciliation and consequential adjustments thereof.
In absence of proper records/details, we are unable to ascertain the effect of the
adjustments arising from reconciliation and settlement of old dues, possible loss/ profit that
may arise on account thereof, non-recovery or partial recovery of such dues and non-
settlement of liabilities.

Repetitive

(b)

Refer to Point no. 15 of Notes to accounts; there are various expenses like Employees
Expenses, Repair & Maintenance Cost and Administrative & General Expenses etc.
occurred at Uttar Pradesh Power Corporation Ltd. (the holding company) which has been
allocated to the Company vide Debit/Credit Notes. However, we have not verified the
same and relied on the Debit/Credit notes received from the holding company.

Repetitive

(©

Various debit and credit opening balances are lying unadjusted, including the account
received under transfer scheme. Under these circumstances, we are not in a position to
comment on the possible impact thereof on the financial statements of the company.

Repetitive

(d)

(e)

As referred in Note 9 to the financial statements, receivables from Uttar Pradesh Rajkiya
Vidyut Utpadan Nigam Limited amounting 0.83 crore and %33.50 crore from Uttar
Pradesh Power Transmission Corporation Limited are shown under Current Assets, which
are outstanding for more than 12 months. As a result of this, other current assets are
overstated and other non-current assets are understated by ¥34.33 crore.

As referred to in Note 18 to the financial statements, Payables to Uttarakhand Power
Corporation Ltd. %0.17 crore, are shown under Current Liabilities. However, these
balances are outstanding for more than 12 months. As a result of this, current liabilities
(Other financial liabilities) are overstated and non-current liabilities (Other financial
liabilities) are understated by 20.17 Crores.

(Management Reply: The balances appearing as receivable/payable under
assets/liabilities arise during the normal course of business transactions with related
power sector entities.

All the discoms has followed the uniform accounting treatment/ presentation regarding
these balances and shown under Other Current Assets/Other Current Liabilities for
preparing Consolidated Financial Statement at UPPCL level. The same does not have any
impact on profitability of the company.)

Repetitive

Repetitive

(i

Dakshinanchal Vidyut Vitran Nigam Limited:

a.

There is no reasonable certainty for the payment of the following amounts under GL
46.10400 ‘Retention money from Suppliers (Cap)(R491.49 Crores), GL 46.12400
‘Retention Money from Supplier (O&M)(R973.09 Crores) & GL 46.20010 Other Deposit
Payable’(R146.13 Crores) which are outstanding since long period of time without any
balancing/reconciliation, hence age wise analysis is required so that the same should be
adjusted/written back.

Repetitive

Long outstanding unreconciled and uncalled Liability towards UP Power Sector
Employees Trust of R211.81 crores, includes X71.81 crores payable towards Provident
Fund of GPF Employees. The above liability is liable for refund to the employees or to the
trust. Outstanding interest Provision ¥103.61 crores on above amount shall be dealt
accordingly. In respect of an amount of ¥36.39 crores payable towards Pension & Gratuity

Repetitive




of GPF Employees, there is no reasonable certainty for payment of the same.

Similarly, Long outstanding unreconciled and uncalled Liability towards CPF Trust of
%16.85 crores, includes X11.44 crores payable towards Provident Fund of CPF Employees.
This includes deduction from the employee(s) salary of %3.61 crores and employer
contribution of ¥7.83 crores. In our opinion these amounts and Interest Provision
outstanding of ¥5.41 crores should be dealt as referred in para 8 above.

Repetitive

There is no reasonable certainty for the recovery/payment of following amounts
outstanding since long period of time without any balancing/reconciliation, hence should
be written off.

(A) Debit Balances
S.No. GL Name Amount (in
Crores)

a 28.40100 | Amount recoverable from | 2.66
employee

b 28.40110 | Amt. Rec. from Employee 4.62

c 28.40120 | Amt. Rec. Emp. (Mat. Cost) 10.90

d 28.87700 | U.P Rajya Vidyut Utpadan Nigam | 1.55
Ltd.

e 28.87900 | U.P Power Trans. Corporation | 9.62
Ltd.

£ 25.10010 | Advance to Supplier/Cont. — | 3.09
RGGVY-12"Plan

g 25.50000 | Advance Interest Free (Capital) - | 5.95
EE Admin

h 25.70000 | Control Account (Capital) - EE | 0.55
Admin
Total Debit 38.94

(B) Credit Balances
S.No. GL Name Amount (in
Crores)

a 46.98700 | UP RVUNL 0.60

b 46.98900 | U.P Power Trans. Corporation | 2.98
Ltd.

c 44.41200 | EC Payable (Out of Nigam) 10.12

d 44.41000 | Other Misc. 11.61

Repetitive




e 42.10100 | Lia. Supply of Mat. Cap — EE | 0.12
' Admin
£ 43.10000 | Liab. Supp. Of Mat. (O&M) - EE | 0.15
Admin g
g 46.10100 | Security — RGGVY 12" Plan 5.63
Total Credit 31.21
(iii) | Purvanchal Vidyut Vitaran Nigam Limited:

a. | The Company is carrying old balances in various tax heads like Sales Tax, Service Tax, | Repetitive
State Sales Tax, Central Sales Tax etc., inspite of the fact that these taxes have been
discontinued from July, 2017 or before. The details are as under:-

Head of Account AG Code Amount
(In
Lacs)
State Sales Tax 46.927 1048.75
Sale Tax (Cont. Bill) 46.928 2.11
Service Tax 46.929 22.79
Provision for FBT 46.81 2.32
TCS Withholding on Sales 46.934 101.90
Subsidy Refundable 46.935 1.01
As informed by the Management, no dues are payable in respect of these taxes. However,
the Company has not provided adequate breakup, reconciliation, or supporting details for
the credit balances appearing under such tax ledger heads. Further, certain indirect tax
ledger accounts relating to pre-GST levies continue to reflect debit and credit transactions
during the year, stated to be adjustment and reconciliation entries. In the absence of
adequate supporting records and reconciliation, we are unable to verify the nature,
correctness, and impact of these balances and transactions on the financial statements.

(iv) | Madhyanchal Vidyut Vitran Nigam Limited

a. | In many cases at zones and head office, party wise breakup, ageing of outstanding | Repetitive
amounts, actual nature of transactions and reconciliation/ balance confirmation from the
parties were not available for verification.

As reported by the zonal auditor of Ayodhya, ageing and balance confirmation of the
Advances to supplier for material amounting to Rs. 24.69 crores were not done/obtained
from the concerned parties.

b. | It was noted that the following balances pertaining to various zones are outstanding in the | Repetitive
books of Headquarter since many years which have not been identified, reconciled and
transferred to the respective units/zones.

Account Head Amount (Rs. in
Crores)
Other Liabilities and Provisions 8.64
Stock Related Accounts (net) (41.22)
In absence of proper explanations, complete details and reconciliation thereof, the resultant
impact on the accounts of the company, if any, could not be ascertained.
c. | During the course of our audit, we have come across some expenses (like telephone | Repetitive

expenses, vehicle expenses, AMC expenses etc.), which have been accounted for on cash
basis instead of accrual/mercantile basis. The same is not in accordance with the basic
accounting assumptions, company’s accounting policy and applicable Ind AS.




TDS receivables as per the company’s books for the FY 2025-26 amounts to Rs. 0.97
crore, whereas the TDS as per Form 26AS amounts to Rs. 1.40 crore (as per data updated
in 26AS till 25.05.2026), resulting in a significant difference of Rs 0.43 crore which is
subject to reconciliation. Therefore, the current assets and other Income are under stated to
the extent of Rs 0.43 crore.

(Management reply: The quarterly status of the 26A4S is being sent to the Zones on regular
basis for reconciling the same and accounting the entries in their books. However due to
number of entries involved, specifically for TDS deducted by consumers, the reconciliation
is under process. Efforts are being made to reconcile the same with Form 26AS at the
earliest and account for the same in the books of accounts.)

Repetitive

The accounting policies of the company for the year under reference were not certified by
the Zonal auditors of LESA CISS Gomti.

Repetitive

Cash & Cash Equivalents:

Pashchimanchal Vidyut Vitran Nigam Limited:

Bank Reconciliation Statement (BRS) in respect to bank accounts in some divisions,
contains outstanding of earlier years entries, which includes stale cheques, un-cashed
cheques, other debits and credit, which requires special attention of the management for
necessary adjustments and impact thereof is not ascertainable on the financial statements.

Repetitive

b)

During the course of audit, we observed that Bank Charges were outstanding in BRS year
to year. We were informed that these charges are first debited by bank and later on are
recovered from the bank. Hence, these continue in BRS year to year. We suggest to
create a code in the Balance Sheet and keep these amounts in Bank Charges Recoverable
from Bank A/c with sub-ledger bank wise instead of continuing in BRS, which is not
correct.

Repetitive

(i)

Dakshinanchal Vidyut Vitran Nigam Limited:

As per observation of Zonal Auditor of Agra branch EUDD III Agra has reported cash
balance of 116980 in shape of burnt notes, which need to be written off after necessary
approval but the same has not written off till date.

Repetitive

Balances with various Bank to the extent of (as per Cash Book) X 7.63 crores are un-
reconciled for which company failed to obtain bank statements or bank balance
confirmations, liable for reconciled/written off.

Repetitive

Zonal auditors have reported various differences / unreconciled old entries in bank
reconciliation of various bank accounts of the company. This needs special attention either
to recover or reconciled old entries or to write off / adjust these old entries / differences.

a) As per Jhansi Zone report Uncashed Cheques amounting to Z3.11 Crores
outstanding for more than 3 months becomes non recoverable and needs
adjustment.

b) As Per Aligarh Zone Audit Report Old outstanding entries as per Bank
Reconciliation statement of receipt account and expenditure account of 4.98

Crores and %2.59 Crores respectively needs adjustment.

c) As Per Agra Zone Audit Report Old outstanding entries as per Bank Reconciliation
statement of receipt account and expenditure account of %0.25 Crores and 34.57
Crores respectively needs adjustment.

Repetitive




During review of Internal Audit Report of EDD Jhinjhak Kanpur Dehat there is shortfall of
cash reported in Cash Book & Cash in Hand of ¥3262779.00 pending since Financial Year
2023-24.

Repetitive

(iii)

Purvanchal Vidyut Vitaran Nigam Limited:

As per the records produced before us, balances are outstanding in various Bank Accounts
where there are no transactions from a long period of time. Proper reconciliation of these
accounts needs to be done and corrective steps needs to be taken by the management for
closure/activation of these accounts. Moreover, there are two accounts having negative
balance as follows for which no explanation provided to us-

SI No. AG Code Amount(in crores)
1 24.3031420 -0.15

2 24.3031311 -0.08

In absence of proper records and balance certificate, we are unable to confirm on the
accuracy of these amounts.

The Zonal Auditors have observed irregularities in Bank Reconciliation
Statements which includes:-

(a) In BRS, a long list of outstanding entries is being carried forward from last many
years and even the un-cashed/ stale cheques and other entries pertaining to
revenue accounts have been shown outstanding and not accounted for in the cash
book. The cumulative amount of such entries is in several crores.

(b) Some of the Bank reconciliation has been prepared with opening differences

(c) In Revenue Bank reconciliation statement, there are some huge other debit and
other Credits which needs proper reconciliation.

(d) It is noticed that in some unit, huge amount is shown as outstanding against
materials and cash to employees. The amount is quite significant in some of the
units and outstanding in crores. These advances should be recovered and properly
accounted for

Major irregularities observed by the Zonal Auditors are as under:-

1. Prayagraj Zone

There are discrepancies between the balances as per the bank statements and the
balances reflected in the Cash/Bank Book. The Company is in the process of
reconciling these differences. However, in certain units, entry-wise details have
not been made available for review. Consequently, we are unable to provide
specific comments on these variances or assess the potential impact of the un-
reconciled items on the financial results of the Company.

The reconciliation in respect of Head Office Account could not be made
available to us for our verification. Accordingly, we are unable to comment on
the differences if any and their impact on the financial result of the Company.
However, we have been informed by the management at ZO level that the
reconciliation of Head Office Account is done at Head Office level.

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive




3.

There has been some differences in the Balances as per Bank Statements and the
Balances shown in the Cash/Bank Book. The Company is in process to reconcile
the differences. Such un-reconciled items on which is more than 90 Days need to
be reversed not carried out.

During the scrutiny of the Trial Balance for the financial year ended on March
31, 2026, it was observed that in several AG Account Codes (as detailed in
Annexure-I), the opening balances and closing balances remained same
throughout the year. No financial transactions were recorded in these accounts
during the year.

During the audit the Trial Balance for the year ended March 31, 2026, we have
come across instances that several AG Account Codes categorized under
Liabilities (such as Security Deposits, Sundry Creditors, Earnest Money
Deposits (EMD), or statutory provisions) are showing negative/debit balances.

Azamgarh Zone

It was observed that the Revenue Bank Reconciliation Statements contain
substantial outstanding balances under Other Debits and Other Credits
amounting to Rs. 11,58,95,751.97 (Debit) and Rs. 37,55,945.27 (Credit), which
remain un-reconciled as on the reporting date. These entries require detailed
scrutiny, reconciliation, and appropriate accounting treatment. Certain
deficiencies were also noticed in the preparation and monitoring of the Bank
Reconciliation Statements. In our opinion, the BRS mechanism needs to be
strengthened through effective internal controls, periodic review, and a defined
timeline for clearance of long outstanding items so as to minimize
discrepancies and ensure accuracy of financial records. Comparative analysis
further indicates fluctuations in the balances of Other Debits and Other Credits
across various divisions, necessitating detailed examination for ensuring
consistency and correctness of accounting records. It was also observed that
several bank accounts, which are either closed or inoperative, are still reflecting
balances in the trial balance and require immediate review along with necessary
corrective accounting action, including adjustment/write-off wherever
considered appropriate.

Gorakhpur Zone

In some of the units, Bank Reconciliation Statement (B.R.S) contains a long list
of ‘outstanding’ which are carried forward since long and very old outstanding
entries which are pending for reversal up to 31.03.26. Also, there are many
cheques pertaining to FY 25-26 and earlier years which has not been collected
by the bank as they are more than 90 days old, resulting in ‘Stale Cheques’.

There are differences in Bank Balance as per Cash Book and Bank Balance as
per MTB in some units.

It was observed that in EDD Deoria, Revenue Balance of Bank is negative as per
MTB.

A substantial amount is given to the employee’s as T.I/P.I. (Temporary Imprest)
at each of the unit. TI & PI are requested to be closed with a year from the date of
its issue but the same is not being followed. Also, it was observed that adequate
internal controls with respect to T.I./P.I. were weak in most of the units.

Repetitive

Repetitive




The confirmation of inter-unit account balance in respect if the above is not
available at any of the units and in absence of the confirmation the inter-unit
balances shown as per M.T.B. remains unverified. There is no reconciliation
Statement in respect of inter-unit balances and differences/discrepancies if any, is
not at all known, confirmation of balances are urgently required for audit
purpose, without which the authencity of the figures can’t be determined.
Alsolnter-Unit balances including H.O. have not been reconciled as on
31.03.2026.

Mirzapur Zone

It has been observed that the balances appearing under personal accounts,
including advances, deposits, creditors, securities, and other similar heads, are
subject to confirmation and reconciliation.

On examination, it is noted that a substantial portion of these balances has been
outstanding for a considerable period, raising concerns regarding their
realizability. In the absence of timely confirmation and supporting
documentation, many of these balances appear doubtful of recovery.

Necessary steps may be taken to obtain confirmations, reconcile balances, and
appropriately review the recoverability of such long-pending items.

As per zonal auditor, certain ledger accounts are carrying abnormal and irregular
balances, which are contrary to their natural accounting character. Specifically,
several income accounts and liability accounts are reflecting debit balances,
whereas certain expenditure accounts and asset accounts are carrying credit
balances as on the balance sheet date. Such abnormal balances are indicative of
incorrect, incomplete, or reversed accounting entries and are not in consonance
with the principles of double-entry bookkeeping or the requirements of Ind AS
and Schedule IIT of the Companies Act, 2013.

The Bank Reconciliation Statements (BRS) contain certain long-pending
outstanding entries which have been carried forward over a period of time. It is
observed that these items require periodic review and timely reconciliation to
ensure proper adjustment in the books of account.

The observations in relation to BRS are broadly as under:

. Certain old outstanding entries are pending reconciliation against
unacknowledged receipt/other credit and un-cashed cheques.
. Special attention is required in respect of cheques which have been

dishonoured, as their proper accounting is necessary on a timely basis, along
with charging the same to the respective customer ledgers, wherever applicable.

. Cheques deposited but not yet credited and other reconciling items require
regular follow-up for clearance.
. In certain cases, bank charges and other debits are required to be recorded

on a timely basis to ensure completeness of accounting records.

The BRS format may be further streamlined to ensure better segregation and
clarity of timing differences and other reconciling items.

Details as on 31st March 2026 are summarized hereunder :-

Repetitive




BALANCE AS PER | BALANCE AS PER
NAME OF UNIT BANK A/C NO. CASH BOOK BANK DIFFERENCE REMARKS
EDD KACHHWAN CENTRALBANK OF INDIA-
1622601849 3,00,64.504.33 3,00,64,504.33 -
1. Chegue unencashed of Rs. 5.62
Lac
2. Other Debit Rs 2.02 Lac
3. Other Credit Rs. 685,11 Lac
4. Differece in Remittance Rs.
CENTRAL BANK OF INDIA- 21017 Lac
1522601838 1,71,600.00 4.67.30,835.00 4,65,59,235.00 |5. Theft of Rs. 1.72 Lac
EDD MIRZAPUR CENTRALBANK OF INDIA-
1622601872 30.384.06 30.384.06 - -
1. Chegue unencashed of Rs.
194.86 Lac
2. Other Debit Rs 245.05 Lac
3. Other Credit Rs. 373.71 Lac
CENTRALBANK OF INDIA- 4. Totalling Emrorin cash book Rs
1622601883 1.68,02.717.22 100,23,032.00 -68,79,685.22 |2.59 Lac.
EDD CHUNAR 1, Flexi Deposit Rs. 31.50 Lac
BANK OF BARDDA- 2. Unexplained difference of Rs,
28450200012791 45,29,306.64 524,189.64 -40,05,116.00 |8.55 Lac.
1. Uncashed CHEQUES of Rs. 18.41
Lac
2. Other Debit of Rs. 0.33 Lac
BANK OF BARODA- 3. Cash Deposited not taken in
28450200012790 32,06,980.83 31.95,799.40 -11,190.43 [Cash Book RsD.40Lac
EDD-i BHADOH! 1. Uncashed CHEQUES of Rs. 0.41
Lac
2. Other Debit of Rs. 19.57 lac
ICICI BANK-022005002550 53,72,176.87 37.32.293.48 -1£,39,833.39 |3.Other Credit of Rs. 2.75 Lac
1. Other Credit of Rs. 1576.92 Lac
2, Other Debit of Rs. 197.03 Lac
3. Chegue deposited but not
acknowledged by Bank of Rs.
1377.70Lac
4. Old Difference of Rs. 9.08 Lac.
ICICI BANK-082005002541 3,26,13773.28 7.5454639| -3,18,59,226.89 |5. Proper Recociliation notdone.
EDD-ll GOPIGAN]
HDFC BANK-50200027894171 1,19,19,602.00 119,19,602.00 -
1. Uncashed CHEQUES of Rs. 16.44
Lac
2. Other Debit of Rs. 1.25 Lac
HODFC BANK-50200027893856 17,49,707.49 11200 -17,49,589.49 |3.0ther Credit of Rs. 0.20 Lac
EDD ROBERTSGANI 1. Other Credit of Rs. 37.24 Lac
HOFC BANK-50200002277631 1,26,67,378.58 433925022 -83,28,138.36 |2. Other Debit of Rs. 13052 Lac
1. FexiDeposit Rs. 150 Lac
2. Unexplained Difference Rs.
HDFC BANK-50200002277728 1,76,45320.55 4.82064.60| -1.71.63,255.95 (21,99 Lac
EDD PIPRI Railway Bank Guarantee of Rs. 5
HDEC BANK-19177620000010 48,84, 20887 43.84,209.87 -5.00,000.00 |Lac
1, Other Credit of Rs. 12.91 Lac
2. Other Debit of Rs. 14.06 Lac
3. Unencashed Chegue Rs.
HDFC BANK-19177620000037 | 21.75,31.916.93 | 2.92,79.565.67| -18,82,52,351.26 [1881.37 Lac
EDC SONBHADRA |CIC! BANK-089105000853 2,42.560.00 2,42 560.00 -
ETD ROBERTSGANI PUNJAE NATIONAL BANK-
0413002100028197 - -
CHIEF OFFICE MIRZAPUR
HDFC BANK-10877620000125 1407439 35661 -13,717.78 |Flexi RD Account
ZAOC MIRZAPUR BANK OF BARDDA-
10330200015510 34.976.10 3497610
ETD MIRZAPUR PUNJAE NATIONALBANK-
3866002100000473 - -
EWC MIRZAPUR PUNJAB NATIONALBANK-
3866002100014193 12.832.09 81,61,924.09 81,49,092.00 |Undeared Cheque of Rs. 81.49Lac
ESWD MIRZAPUR
HDFC BANK-10377620000108 20,54.814.00 20,26,015.00 -28,799.00 |Bank Chaﬁes. el
EDC MIRZAPUR PUNIAE NATIONAL BANK-
3865002100001049 80,73,094.87 £0,73,094.87
STORES MIRZAPUR CENTRALBANK OF INDIA-
3266246554 94,026.76 94026.76
EWD MIRZAPUR
HOFC BANK-10877620000115 10.000.00 4,00,080.00 3,90,080.00 |Other Credit Rs. 39Lac
ETD BHADOHI ICICI BANK-082005002557 - - - |-
EDC BHADOHI NA - - =
5. Varanasi Zone

The overall position of Bank Reconciliation (BRS) is improved a lot in comparison with
previous year in most of the Divisions. But still many entries pertaining to Stale Cheques,

Bank Charges, credits in Bank accounts etc. are outstanding in BRS since long.
The irregularities noticed in BRS are as under:




(a) Unexplained Old differences in BRS since long carried year by year without
any details and explanations.
(b) Un-cashed Stale cheques position improved but still some divisions have few
entries need to be reconciled/ reversed
(c) Other credit and debits entries pertaining to period older than 03 months in
most divisions.
Units Where unexplained old differences are there :-

SIL. Unit Name Differences Remark
No.
1 UEDD-1 Bhelupura 72829.95 | Stale cheque of Rs 45039
(Rev A/c) (3cheques)
2 EDD-1 Harahua Varanasi 2581194.41 | Included Rs 2514274.41,
(Rev A/c) olddifferences carried forward
from April 2008.
3 UEDD- 2313920.31 | Difference include
IIChaukaghatVaranasi(Rev Bankcharges not booked
A/c) Rs2756388.50 , amount
wrongly excess posted in
books Rs 1657960. And
amount credited by bank but
not debited by book Rs
3611466.72
4 UEDD-V Varanasi (Rev 1325081.99 | Includes stale cheques
A/c)
5 EUDD —VI Ashapur 3045369.60 | Included Rs 27,38,790.60b/f
Varanasi (Rev A/c) from Bank reconciliation
Statement of
2988012100000670 dated
31.03.2017. Rs13308 Bank
charges is also part of
reconciliation.
6 UEDD-VIII Varanasi -12033.23 | Rs191614.00Uncashedcheque
(Rev A/c)
from17.05.2019 to 30.06.2025
Rs556760.00Untraceable
RTGS and cash Deposits
Other credit include amount Rs
1142761.00 from 01.06.2019
to 13.01.2026.
7 UEDD-III Varanasi 2,25,07,688.15 | Included Rs 21992059.15 of
Machhodari(Rev a/c) March 2012 carried forward.
8 EDD- Chandauli-1 327935882.13 | Out of total difference Rs
(Rev A/c) 327916680.13 is the
Difference between opening
Balance of cash book & Bank.
This is outstanding from last
several years.
9 EDD Mughalsarai 949834.17 | Total Rs76530083.64un-
(Rev A/c) cashedcheque.Diff in Oct2013
Bank Reconciliation Rs.
202548883.02, Amount
short/excess taken in main
cash book Rs. 13,56,28,566.25
+ Rs. 280530.92. Other debits

Repetitive




up to march 2021
76170437.97 along with Rs
1820753.94.

Other credits includes Rs
323470652.80 +288461.07
.Difference related to RODO
& SLC Rs. 60,21,141.68,
Extra Dish Rs. 65,089, Cash
Balance Difference
8,29,66,404.12 & Extra
remittance shown in cash book
Rs. 257192764.44.

10

EDD-III Jaunpur
(Rev A/c)

1,08,46,301.96

Includes old difference of Rs.
4,20,87,244.54 as on
March2023, bank charges of
Rs. 3,33,220.80 as on
March2026, credited by bank
but not debited by unit of Rs.
37600251.19 as on March
2026 and excess posting of Rs.
70,000 as on March 2025.

11

EDD-IVJamaniaGhazipur
(Rev)

-23386515.69

Net difference included the
figure of Rs23978440.85 with
remark Extra Remittance
shown in cash book.

Bank charges of Rs55713.04
also mentioned in Reco.

12

EDD-II Ghazipur
(Rev A/c)

-796009.00

Un-cashcheque only.

13

EDD-I Varanasi
(Exp A/c)

8526459.40

Include the amount of
Rs8028327.00 with remark
other credit deposit

14

EDD-II Varanasi
(Exp A/c)

-1,23,08,506.05

Rs.16,26,753 Outstanding
cheques up to 03/26 included
balances from March 2021.

Other Credits amounts to
37,25,416.55 and other debit
includes Rs. 9749116.07,
Sweep Credit Rs.
12,25,50,000, Sweep Debit Rs.
13,78,50,700, Sweep Amount
not taken in cash book Rs.
12,56,401, Sweep Amount not
taken in cash book 04/2024
Rs. 2,00,000, NEFT received
not taken in cash book Rs.
22,36,568 and other amounts.

15

UEDD-II Varanasi
(Exp A/c)

39889.00

Included bank charges of Rs
42196 with remark bank
charges up to 03/26and 2307
as other credit up to march
2026.

16

UEDD-VIII Kajakpura
Varanasi
(Exp A/c)

2849559.84

Outstanding cheque — Rs
78000/- but no detail available
in the reconciliation.

Outstanding cheques up to




31.03.2026 of Rs 28,04,508/-
are stale cheques.
These stale cheques need to
reversed to concerned account.

During the FY 2024-25, no
details provided for removal of
figure of Rs 382845.00
outstanding cheques up to
03/2024 which includes figure
from06.10.2018 to 06.07.2022.
Rs 1223130.52with caption
other credits which includes
figure from 02.12.2021 to
18.11.2022.

17

EDD-1 Chandauli,
(Exp A/c)

-1216780.77

Detail not available for
differences.

18

EDD Mughalsarai
A/c)

(Exp

-28,30,930.24

Difference included

Debit balance in passbooks

e 205125.00

e 520237.64

Other debits figure of Rs
5,20,237.64 which includes Rs
4756414.18 belongs up to
31/03/2022 and also Rs -
3370080.00 for Sept. 2022 and
Rs -899624.00 for Dec 2022.

There is figures belong to
Sweep Account

04/2024 Rs 6,48,99,812.00

09/2025 Rs 6,38,50,000.00

Outstanding cheques up to
04/2023 Rs 7761.40

Interest amount not taken in
Cash book up to April 2013 Rs
750211.00

Mistake in cash book March
2014 Rs 10,00,000.00

Debited by in cash book but not
credited by bank Rs
10,57,260.00

Totaling mistake in cash book
March 2015 Rs 23528.00

Amount in passbook but not in
cash book Rs 9754.00

19

ECD Varanasi

-1370313.54

Difference of up to 03/2018 —
Rs 324729.00

Amount debited and credited
by Bank Rs -1708186.80

Debit Rs 128752207.00
Credit Rs 127044020.20

Reconciliation not matched
with the difference amount Rs




1370313.54.

Bank charges is not booked in
account hence profit/loss of
the unit is not correct.

20 Vigilence (Exp) 14997642.00 | Include other debit as per bank
statement Rs 361225.00. The
nature of the amount is not
provided in the reconciliation.

Included Bank charges Rs
131279.42

Cash amt less deposited in
Bank Rs 3700

Trf to Lucknow not posted in

books 30445.

21 EDD Chiraigaon Varanasi 158456.42

(Rev)

In the case of Temporary Imprest, zonal auditor observed that the Zone has not complied
with the Corporation's rules and regulations regarding closure of Temporary Imprest (TI),
which mandate that TT should be opened only against passed vouchers and must be closed
within the same financial year.The continued carry-forward of these balances beyond the
prescribed period is not in conformity with Corporation guidelines and may lead to risk of
non-recovery and misstatement of accounts.

GL code | Op. Balance | Debit Credit Cl. Balance
24.21010 2000.00 -—- -—- 2000.00
24.22000 | 4416883.82 27076219.63 | 28793978.35 | 2734375.10
24.22010 92285.00 19560.00 53845.00 58000.00
TOTAL 4511168.82 27095779.63 | 28847823.35 | 2794375.10

It has been reported to zonal auditors that the reconciliation of inter unit balances are still
pending and showing huge amount pending.

As per audit report of FY 2025-26, total demand of Rs.11.09Lacs is pending for TDS
defaults in various units of Varanasi Zone. There is no information furnished regarding the
settlement of statutory dues pending as on 31.03.2026 as the Settlement of statutory dues is
being done at HO Level.

6. Basti Zone

In some unit Bank Reconciliation Statement (B.R.S.) contains very old outstanding entries
which are carried forward and pending for reversal up to 31.03.2026. Also, there are many
cheques pertaining to FY 2010-11 and which have not been collected by the bank as they
are more than 90 days old, resulting in ‘Stale cheques’. Thus, the balance of “Receivables’’
does not show a true position as such cheques have not yet been collected by the bank.
These stale cheques should be reconciled and reversal entry taken in cash book. Total
Amount Rs.4,82,08,657.86.

Also There are huge differences in the balances with Cash Book & the Pass Books of
different units amounting to Rs.4,65,63,034.77.

We observed that a substantial amount is given to the employee’s as T.I/P.1. at each of the
unit which should be closed as per the prevailing circular of the Corporation but certain
units not closed the TI which is opened in earlier year/during the year and are still
outstandingas on 31st March, 2026, a huge amount of Rs.42,71,527.35 outstanding as TI
on 31.3.2026.
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(iv)

Madhyanchal Vidyut Vitran Nigam Limited

1. Bank reconciliation statements at some of the divisions/ units have not

been properly prepared and various old un-reconciled entries are appearing
in the bank reconciliation statements in various units at zones/ head office
since long periods which require adjustments and appropriate accounting
in the books of account. Similarly, the copies of bank statements were
available but proper balance confirmation certificates/statements, duly
authenticated by the bank were not available in many cases.

As reported by zonal auditor of: -

Ayodhya Zone

e The divisions are having differences in bank balance as per their
MTB and balances as per Bank Statements amounting to Rs. 35.12
Crores. Most of these entries are pending for last many years and
have not been adjusted in accounts.

o Interest received from banks (AG Code 62.27) and Interest on Fixed
Deposits (AG Code 62.223) total Rs.1.86 Lakh only has been
accounted. Only few units’ accounted interest from bank as Income
because most of units kept the interest income in BRS. Income Tax
deducted at Source (ITDS) on such interest has not been accounted
in books of account. No, Certificate from bank regarding FDR
balances, Interest earned on FDR, Interest on Saving Bank Accounts
and ITDS has been obtained.

Lucknow Zone

BRS have been prepared by the units which contains old/ pending and opening
differences pertaining to previous financial years which are yet to be reconciled by
these units. These differences are mentioned as ‘other credits’, ‘other debits’ as
well as “uncashed cheques. These huge differences are need to be reconciled. As
per the information given to us, there ‘other credits’ denotes the amounts received
but the same is not yet traced to the consumer and due to which it does not become
part of the income/ realization. In addition to these, for the current year as well,
balances of debit and credit entries are forming part of BRS.

Bareilly Zone
Cash book and bank reconciliation should be linked with the ERP system. In one
unit an excess amount of Rs. 10 Lakhs is reflected under cash in trial balance
which was due to adjustment of tax by Income Tax Department, for which
necessary correspondence going on for claiming refund of this amount.

Lesa CISS Gomti Zone

Bank Reconciliation statement of all divisions is completed as on
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31.03.2026. However, in case of revenue Cash Books of few divisions
under Zone, the bank reconciliation prepared by divisions is showing
unidentified debit entries and credit entries outstanding which are required
to be thoroughly examined and appropriate steps be taken for adjustments
and appropriate accounting in the books of account. The exact financial
impact on financial statement cannot be ascertained at this stage.

Capital Work in Progress

@

Purvanchal Vidyut Vitran Nigam Limited:

(@

(b)

(©

GOVERNMENT FUNDED PROJECTS

RDSS PROJECT-

(i) As per information and records provided to us, levy of LD deduction is pending
for some vendors.

(i))Liquidated Damages of I58.60 Crores, Interest on Mobilisation Advance to
Vendors amounting to ¥11.03Crores and Rebate aggregating to 322.53 Crores have
been accounted for in AG Code 46.104 and disclosed under “Other Financial
Liabilities (Current). The same should be reduced from Capital Work in Progress as
per Ind AS 16. Hence, the CWIP and Current Liabilities are overstated to this
extent.

(Management Reply: The matter shall be examined in accordance with the
accounting policy of the company vis-a-vis Ind AS and necessary action will be
taken accordingly.)

(iii) As per the information and records provided to us during audit, the Contractors
are deducting TDS on Interest on Mobilisation Advance However, in absence of
clear guidelines from REC and UPPCL, the Company is not declaring it as income.
This may lead to demand of Income Tax in future due to mismatch in TDS credit
and corresponding declared income.

As reported by the Zonal Auditors, the status, situation and condition of Capital
Work in Progress is not available for verification.

Capital work in progress includes advance to Suppliers/ Contractors amounting to
%29.57 Crores. As reported by some of the zonal auditors, name and age-wise
break-up of the same is not available, hence we are not able to comment upon the
same.
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(i)

Madhyanchal Vidyut Vitran Nigam Limited:

As reported by the zonal auditor of Trans Gomti Zone, in some units, we observed that
Capital Expenditure in Progress account reflects a credit balance in some GL in closing
balance but on AG code basis it is reflecting debit balance which needs proper
reconciliation/transfer to proper code. Also, some internal Auditors report a delay in
Capitalization of WIP to Fixed assets A/c even after completion of assets.

Ageing figures provided in Capital work In Progress Ageing schedule (Format-4)
accuracy could not be verified by us. Data related to Capital work in progress,
whose completion is overdue or has exceeded its cost compared to its original
plan is not provided as it is explained to us that same is under reconciliation.
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INVENTORIES

Pashchimanchal Vidyut Vitran Nigam Limited:

a) As per Para 9 of IND AS 2, “Inventories shall be measured at the lower of cost and net
realizable value”. The company has the policy of valuing inventories at cost basis,
while it is required to be valued at cost or net realizable value, whichever is lower. This
policy of company is not in line of respective IND AS 2. Accordingly, the impact of
non-compliance of the above IND AS on the financial statements is not ascertainable.

Repetitive

(i)

Purvanchal Vidyut Vitran Nigam Limited:

During our review of inventory records, it was observed that the Company has not made
any provision for slow-moving and obsolete inventory items. As per applicable accounting
principles under Ind AS 2 — Inventories, inventories should be valued at the lower of cost
and net realizable value (NRV). In the absence of a systematic assessment of inventory
ageing and usability, there is a risk of overstatement of inventory value in the financial
statements. The Company should undertake a comprehensive review of inventory to
identify obsolete or slow-moving items and make appropriate provisions to reflect their
realizable value accurately.

The Company has carried out physical verification of stores as on 31/03/2026 through
Departmental Committee. The major comments/ qualification of Zonal Auditors are as

under:

Gorakhpur Zone :-

The verification of stores was conducted by internal officers rather than independent
auditors.No movement analysis is available with the management to categorize the stock of
Stores and Spares into fast moving, slow moving, non-moving, and dead stock items,
however, as informed by the management, ABC analysis is available on the stock of Stores
and Spares. Further, physical verification of inventories has not been conducted by the
management for all the units during the reporting period, except for Stores and Workshop.
As reported by the Stock Auditors, no material discrepancies have been noticed during
physical verification of stores in the reporting period and the discrepancies noticed were
properly dealt with in the books of accounts; however, the Stock Auditors have observed
that the procedures of stock keeping are not proper, inasmuch as no proper Bin Cards or
location-wise inventory tracking system is in place, stocks are not placed uniformly, no
proper marking of storage areas exists for item-wise or grade-wise identification, and
stocks of different categories are mixed and placed at multiple locations within the storage
premises. In view of the above deficiencies in physical storage and stock management
practices, discrepancies, if any, in the inventories cannot be ascertained.

MirzapurZone :-

Physical Verification of the inventory has been done at Stores Division. Inventory
Valuation has not been done till date of audit.

BastiZone :-

The value of inventory of stores & spares of different units/ divisions as on 31.3.2026 as
per Consolidated MTB of the Zone is Rs.110.36 Crores in terms of Ind AS-2 of the
Companies (Accounting Standards) Rules, 2015.

The difference of Rs.109.80 could not be explained.

Also, in absence of any documentary evidence, we were not able to verify whether
physical verification & valuation of inventory of stores & spares were carried out or not
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AzamgarhZone :-

As per practice consistently following by the Company, Scrap is accounted for as and
when sold.

Any shortage /excess of material found during the year end are shown as "material
short/excess pending investigation" till the finalization of investigation.

PravagrajZone :-

Valuation of Inventory/Stock has been carried out physically by the stock auditor during
the year, therefore we have relied on valuation report submitted by the auditor. In some
cases the opening balance of inventory was not recorded sub-head wise in ERP software
while the Receipts/Issues of inventory during the year have been recorded sub-head wise
under different Sub-head of AG code resulting the negative closing balance in Sub-head of
AG codes (22.20010, 22.20400, 22.20500, 22.20600, 22.22010, 22.30000, 22.32000,
22.42000, 22.72000), but overall Inventory consisting of all capital material (AG-22) is
showing positive balance. It has been explained by zonal office that the opening balances
have been recorded as per manual sub-head and the Material transfer inward has been
recorded in AG-22.4000 and Material transfer outward has been recorded under AG-
22.42000.

Varanasi Zone:-

Physical verification of the closing stock, stores and consumables is pending for FY 2024-
25 and FY 2025-26.

Also inventories is maintained at weighted average cost method. Physical verification
report of the closing stock, stores and consumables is not done till 31.03.2026. Inventory
should be valued at the lower of cost and net realizable value as per IND AS-2.
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(iii)

Kanpur Electricity Supply Company

According to the information and explanations given to us, stores and spares
(inventory) lying with the third parties i.e. 'Advance to Capital Contractors' of Rs.
64.42 Crores grouped under the head 'Capital Work in Progress' (Also Refer Note
No. 3 of "IND AS FS") and 'Advances Recoverable in Cash or in Kind or for
value to be received' of 1.09 Crores grouped under the head 'Other Current Assets'
(Also Refer Note No. 11 of "IND AS - FS'") are accounted for based on
consumption statements received in this regard. However, no confirmation and
reconciliation of the said inventory lying with the said third parties has been done
at the year end. Due to non-furnishing of complete information in this regard, the
financial impact on the 'Inventories' under 'Current Assets' is not ascertainable.
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@iv)

Madhyanchal Vidyut Vitran Nigam Limited:

(a) Ageing of inventory has not been done and obsolete items were also not identified
and adjusted for in the books of account in some cases. “Stock excess pending for
investigation” at LESA CISS Zone is Rs. 1.36 Crores and at Ayodhya Zone is Rs.
2.49 Crores, which is pending for adjustment.
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(b) As per IND AS 2, “Inventories shall be measured at the lower of cost and net
realizable value”. The company has the policy of valuing inventories at cost basis,
while it is required to be valued at cost or net realizable value, whichever is lower.
This policy of company is not in line of respective IND AS 2. Accordingly, the
impact of non-compliance of the above IND AS on the financial statements is not
ascertainable.
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(c) Provision for unserviceable store of Rs. 41.76 Crores as appearing in ‘Note 7-
Inventories’ continues since 2012-13 despite substantial increase in level of inventory
to Rs 916.61 Crores in 2025-26 as against Rs. 230 Crores in 2012-13. In absence of
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complete details, we are unable to comment on the adequacy of provision on this
account and its impact on financial statements.

PROPERTY PLANT & EQUIPMENT

@

Pashchimanchal Vidyut Vitran Nigam Limited:

(1) Property, Plant & Equipment registers are not properly maintained at ERP System by
the Company for the year ended 31st March, 2026. In the absence of complete details, we
are unable to quantify the impact of the same on the financial statements.

Repetitive

(i1) The management has represented that, to the best of it’s knowledge and belief, the
title/lease deeds of immovable properties acquired post transfer scheme are held in the
name of the Company but properties inherited in transfer scheme are still in the name of
UPSEB. However, no title deeds of immovable properties have been produced before us
and in absence of such title deeds vis a vis complete details of immovable properties, we
are unable to comment upon this.

Repetitive

(ii1)) The Company has capitalized during the year, employee cost amounting to ¥277.11
Crore on ad-hoc basis @15% on Deposit works, @13.50% on Distribution works and
@9.5% on other works on the amount of total expenditure. However, the Company does
not have a practice of specifically identifying such expenses attributable to additions to
such CWIP or to the acquisition of Property, Plant and Equipment or bringing it to its
working condition, which is not in accordance with IND AS-16. In the absence of
sufficient and appropriate audit evidences, we are not in a position to comment upon the
correctness of the same. (Refer to para 2(I)(e) of Material Accounting Policies).

Repetitive

(iv) During the current Financial Year, the Company has replaced 13,39,950 number of
old meters with smart meters under AMISP scheme. However, the above said old meters
have not removed from the Property, Plant and Equipment. The property, plant and
equipment value is overstated to the extent. The impact of the same is not ascertainable.

First time

(i)

Purvanchal Vidyut Vitran Nigam Limited:

(a) The Company has disclosed land of ¥1.04 crores under Property, Plant and Equipment
in the financial statements. However, title deeds, ownership documents and other
supporting records in respect of various parcels of land were not made available to us for
audit verification. Further, complete details regarding location, area, survey particulars
and ownership status of such lands were also not made available/reconciled. In absence
of title deeds and supporting documents, we are unable to verify the ownership, existence
and correctness of the land balances appearing in the books of accounts and the
consequential impact, if any, on the financial statements remains unascertainable. The
aforesaid matter is not in consonance with the requirements of Ind AS 16 and Ind AS 1
relating to recognition, existence and reliable presentation of Property, Plant and
Equipment.

First time

(b) As per the records and information provided to us, a balance amounting to
%1,16,34,185.32 pertaining to Computers and Printers under AG Code 14.906 continues to
be reflected under Capital Work-in-Progress (CWIP), despite the assets being reportedly
completed and ready for intended use. The Company has not transferred the said amount
from CWIP to the relevant category of Property, Plant and Equipment
(PPE).Consequently, Capital Work-in-Progress is overstated and Fixed Assets are
understated by %1,16,34,185.32. Further, depreciation on such assets has not been
recognized, resulting in understatement of depreciation expense and understatement of loss
to that extent. However, in absence of complete asset-wise and date-wise details relating to
capitalization and commissioning of the assets, the exact impact of depreciation could not
be quantified. The aforesaid accounting treatment is not in compliance with the
requirements of Ind AS 16 “Property, Plant and Equipment”, which requires capitalization
of assets when they are ready for their intended use and recognition of depreciation
accordingly.

(Management Reply: Necessary instruction will be issued to the concerned Zone/Units
to capitalize this WIP in the ensuing accounts in hand)

First time




(c) The Company has stated that no impairment of assets is required as on the balance
sheet date under Ind AS 36, considering that the assets are carried at historical cost and are
largely old in nature. However, no physical verification of fixed assets has been conducted,
as also reported by the Zonal Auditors, and no formal impairment assessment or supporting
documentation has been made available to us. In the absence of adequate evidence
regarding the existence or non-existence of impairment indicators, we are unable to verify
the appropriateness of the carrying value of Property, Plant and Equipment and the
consequential impact, if any, on depreciation, amortisation, or profit/loss for the year
remains unascertainable.

(d) As reported by the Zonal Auditors, the Fixed Assets has not been verified during the
year and Fixed Assets Register stating nature of assets, date of addition, its location, actual
cost etc. is not up to date.

(iii)

Kanpur Electricity Supply Company Limited:

(a) (i) The land of the company is on lease from U.P. Power Corporation Ltd.
("UPPCL") @ 1 per month in compliance to the UP Transfer of KESA Zone
Electricity. Distribution Undertaking Scheme 2000 issued vide notification No
186/XXIV-1-2000 dated 15/01/2000. The above also includes Plot no 4, block 96.
area 10198.53 sqm & Plot No 54, block-14, area 5958.24 sqm. The lease period of
these two plots ended in the year 1994. After the completion of lease period, the
process of converting lease land in to free hold land could not be done due to some
administrative constraint. "The Company KESCO" is fully exercising its right on
the use of above plots undisputedly and there is no legal litigation over the use of
this plot/land in any forum. (Also Refer Note No. 29-6(d) of "IND AS FS").

(ii) As informed the value of such land is yet to be ascertained by UPPCL.
However, we have not been furnished with the lease agreement and other related
records pertaining to such land. As a result, we are unable to assess the financial
impact on "Ind AS F.S."” of the aforesaid.

Repetitive

Repetitive

(b) The company has not separately identified / disclosed, capital and rotational
spares in its financial statements.

@iv)

Madhyanchal Vidyut Vitran Nigam Limited:

(i) We draw attention to para 3(I)(e) of General Information and Significant
accounting policies stating that employee cost to capital works is capitalized @
15% on deposit works, 13.50% on distribution works and 9.5% on other works.
Further, it was noted that a sum of Rs. 532.78 Crores of ‘Employee benefit
expenses’ has been capitalized to fixed assets out of total ‘Employee benefit
expenses’ of Rs. 895.16 Crores incurred during the year.

In our opinion, capitalizing ‘Employee benefit expenses’ on fixed percentages of
‘asset costs’ instead of ‘Employee benefit expenses’ which are directly attributable
for such construction, is neither in accordance with generally accepted accounting
practices nor as per Ind AS-16. The impact of such capitalization of ‘Employee
benefit expenses ‘to fixed assets, as above, on the financial statements is not
ascertainable at this stage in absence of complete details.

Repetitive

(i) The management has represented that, to the best of its knowledge and belief,
the title/lease deeds of immovable properties acquired post transfer scheme are held
in the name of the Company but properties inherited in transfer scheme are still in
the name of UPSEB. However, no title deeds of immovable properties have been
produced before us and in absence of such title deeds vis a vis complete details of

Repetitive




immovable properties, we are unable to comment upon this.

(ii1) As per the latest Physical Verification Report of Fixed Assets, certain fixed
assets recorded in the company’s books are physically located and used at UPPCL
Shakti Bhawan and CCC Hussain Ganj like ERP Data Centre, Meter Lab
Equipment, GD Generator, Transformer, Headphones. According to Ind AS 16,
assets must be controlled by and provide economic benefits to the reporting entity;
assets located offsite under another entity’s possession may not fulfill this control
criterion. In view of the above and considering the requirements of Ind AS 16
relating to recognition and control of Property, Plant and Equipment, the
ownership, control, and future economic benefits associated with such assets
require appropriate examination and reconciliation. Since these assets are located
and being utilized outside the operational control of the Company, we are unable to
comment upon the appropriateness of their continued recognition in the books of
the Company and consequential impact, if any, on the financial statements.

First time

(iv) As reported by the zonal auditor of Ayodhya zone and Lucknow zone
following discrepancies were noted:

a) Ayodhya Zone:

Theft of assets (AG code 18) have old balance of Rs. 101.90 Lakh in three divisions
(code 592,599 &602) for which provision has been made at H.O. but present status
has not been explained to the zonal auditors.

b) Lucknow Zone:

During the course of audit, it was observed that an amount of Rs. 3.08 crores is
reflected under G/L Account Code 18 — “Theft of Fixed Assets” in both the opening
and closing balances of the Monthly Trial Balance. To this extent, there is
overstatement of fixed assets and the decision for the same should be taken at H.O.
level.

Further as explained to us regarding the provision for theft of fixed assets, the same has

been accounted for at the Headquarters.

First time

First time

L.

NON-RECONCILIATION OF INTER UNIT TRANSACTIONS

®

Pashchimanchal Vidyut Vitran Nigam Limited:

The Company has shown ¥792.18 crores as Inter Unit Transfer under the head of Other
Current Financial Liabilities. No further details of these amounts are disclosed in the
Financial Statements. Management has informed that the reconciliation of these entries are
under process. Consequential impact of the same on the financial statements is not
ascertainable. (Refer to in Note-18 to the Financial Statements).

Repetitive

(i)

Purvanchal Vidyut Vitran Nigam Limited:

a) The Inter unit balance has not been reconciled and are pending since long due to which
net amount of 696.96¢rores having debit balance has been shown as Inter unit transfers in
the Balance Sheet.

Repetitive

b) The confirmation of Inter-unit account balances are not available and are under
reconciliation process as informed to us. In the absence of confirmation the Inter-unit
balance shown as per MTB remains unverified. Except this, the reconciliation statement in
respect of Inter-unit balances and differences/ discrepancies, if any, is at all known and
accordingly accounted in the MTB, as informed to us.

Repetitive

(iii)

Madhyanchal Vidyut Vitran Nigam Limited:

1) The company is in the process of reconciliation of various types of inter unit
transactions. Inter-unit account showing net debit balance of Rs. 161.34 Crores
(P.Y. Rs. 357.88 Crores) under ‘Note 11- Other Current assets’ is represented by

Repetitive




large number of un-reconciled entries under various heads like IUTs within zone,
IUTs outside zone etc. since many years.

i) The company’s’ inter-unit transfer balances were significantly reduced during
the year with respect to which detailed workings or supporting documents were not
provided to us.

Repetitive

iii) On analyzing the differences in IUTs for the current year, following major
unmatched amounts were ascertained in different heads.

Amount (Rs.) in Crores

Particulars Debit | Credit | Net Differences

Liabilities for IUT-With in Zone 91.25 | 189.19 (97.94)

Other Adjustments- Outside Zone 60.70 | 224.51 (163.81)

Fund Transfer by HQ 0.14 0 0.14

Remittance to HQ 7.68 0.59 7.09

Accts-Cash -Outside Zone 0.04 0.02 0.02

MATERIALS-Outside Zone 0] 104.08 (104.08)

Central Receipts on behalf of Divisions | 571.00 | 591.96 (20.96)

MATERIALS-With in Zone 184.26 1.26 183.00

The detailed list of these unmatched entries during the year, along with reasons of
their non-adjustment were not available to us for our verification. The impact of
such non reconciliation on the financial statements of the company is not
ascertainable at this stage.

Repetitive

Impact on Profit & Loss Account

@

Pashchimanchal Vidyut Vitran Nigam Limited:

During the current Financial Year, The Company has replaced 13,39,950 number of old
meters with smart meters under AMISP scheme. However, the above said old meters have
not removed from the Property, Plant and Equipment. The depreciation against the same
has also been accounted for during the year. Hence the value of depreciation expenditure in
profit and loss account is overstated to the extent. The impact of the same is not
ascertainable.

First time

(i)

Dakshinanchal Vidyut Vitran Nigam Limited:

a. The Company following its holding company office memorandum dt.
12.03.2024 has clubbed long outstanding (12.08.2003 - transfer scheme balances)
balances of various accounting heads (fundamentally debit balances) under GL
28.86900 ‘Asset Migration Account’ of ¥54.86 crores and accounting heads
(fundamentally credit balances) under GL 46.97500 ‘Liabilities Migration
Account’ of X17.92 crores, for which no balancing/reconciliation is available. In
our opinion in absences of any reasonable certainty for the recovery/payment, both
such balances shall be written off to profit & loss.

Repetitive

b. Company under Note 32 ‘Exceptional Items’ has booked additional provision for

Repetitive




losses due to DHFL for Notional Interest of *12.63 Crores related to GPF liability
and Notional Interest of ¥9.42 Crores related to CPF liability, in our opinion, this is
a contribution for the benefit of employee should be classified as employee benefit
expenses instead of exceptional items in the statement of profit and loss accounts.

(iii)

Purvanchal Vidyut Vitran Nigam Limited:

a. Tax Deducted at Source (TDS) has not been deducted on certain provisions made at
year-end towards expenses/payables. This is not in compliance with the provisions of the
Income Tax Act, 1961, which require TDS to be deducted at the time of credit of such
expenses to the account of the payee or at the time of payment, whichever is earlier, even if
the amount is credited to a provision account. Non-compliance with these provisions may
result in disallowance of the related expenditure under Section 40(a)(ia) of the Act, and
may also attract interest, penalties, and other consequences as per applicable tax laws.

Repetitive

b. As per information provided to us, total default of R0.06 Crores is outstanding for late
filing/ late deposit/short deduction of Income Tax TDS. As the nature of default is not
known, we are unable to comment upon its impact on the profitability of the Company.

Repetitive

c. The Company has not made provision for certain expenses pertaining to FY 2025-26,
details of which are as under:

SI No, | Audit Fees AmountR in
crores)

1 Fees for Special Audit of Bill Revision 0.58
AMC Expenses for maintenance of SAP 0.77
from 13th February 2026 to 31 March 2026
Total 1.35
Consequently, expenses and corresponding liabilities are understated by ¥1.35 Crores and
loss for the year is understated to that extent. The aforesaid accounting treatment is not in
compliance with the accrual basis of accounting prescribed under Ind AS 1 “Presentation
of Financial Statements” and Ind AS 37 “Provisions, Contingent Liabilities and Contingent
Assets”. As the GST registration status of the Special Auditors is unknown to us, we have
ignored the impact of GST.

(Management Reply: The same will be taken care of in the ensuing accounts in hand)

First time

d. As per the records examined during the course of audit, interest expense amounting to
%7.38 crore pertaining to loan availed from Power Finance Corporation (PFC) has been
incorrectly accounted for and disclosed under interest relating to REC Limited in the
Statement of Profit and Loss. Due to the above misstatement, Interest of PFC understated
and Interest of REC is overstated. The aforesaid accounting treatment has resulted in
incorrect classification/disclosure of finance cost relating to respective lenders in the
financial statements.

First time

@iv)

Kanpur Electricity Supply Company Limited:

1. Exceptional Item Dr. Rs. 7.95 Crores:

UP State Power Sector Employees Trust and UP Power Corporation CPF Trust
vide its letter GPF Trust Letter No. 47814 dt 15/04/2026 and CPF Trust Letter No.
47756 dt 15/04/2026 intimated the allocation of loss incurred in investment made
in DHFL in form of loss of notional interest. The company has accounted for the
same and shown under the Note no.-28 of IND AS-FS-Exceptional items in the
statement of Profit & Loss Account. The documents / information available was
not adequate for forming an opinion (Also Refer Note No. 29-32 of "IND AS
FS").

Repetitive

2. The various Expenditure like Employee Expenses, Repair & Maintenance Cost
and Administrative & General Expenses etc. and various income like interest on

Repetitive




FDRs/Bonds, gains on mutual funds etc. occurred at U.P. Power Corporation Ltd.
has been allocated to all the Distribution Companies vide Debit/Credit Notes. This
Allocation of Expenses in Companies have been made in compliance with the O.M.
No. 743 dated 10.06.2020 and allocation of income has been made in compliance
with the OM No. 2433 dated 18.12.2024 of U.P Power Corporation Ltd. However,
the said expenses and Income have not been separately depicted in the respective
notes to the Statement of profit & loss as a separate line item in the IND AS-FS.
(Also Refer Note No. 29-15 of "IND AS FS").

3. As per the instructions issued by UPPCL vide letter no 1376/14-PCL/2021 dt
24.06.2023 in compliance with the orders of Honorable High Court, a Special
Audit on various aspects of billing parameters has to be conducted through
independent CA/CMA firms for the period FY 2021-22, FY 2022-23 and up to
30.09.2023. The said Orders of the Honorable High Court were not available for
our verification. However, as informed the work for the same is under progress it is
not possible to ascertain any impact on the financial statements for the year under
audit.

Repetitive

4. Unbilled Revenue in respect of sale of electricity is recognized on the basis of
fifteen days' assessment considering the average assessment for the preceding three
completed calendar months. Thus, Unbilled revenue has been accounted for on an
estimated basis instead of based on actual figures which were ascertainable from
bills raised subsequently, as an event occurring after the Balance Sheet date.
(Amount unascertainable). (Also Refer Note No. 29-41 of "IND AS FS")

Repetitive

IT. Non-Compliances of Ind AS/Schedule-III and Other Provisions of The
Companies Act-2013 (other than those mentioned above)

@

Pashchimanchal Vidyut Vitran Nigam Limited:

BORROWINGS

a) Non-current Borrowings of 33742.57 Crore have been shown in Note No.13 to the
Financial Statements. IND AS 109 requires management to classify all the financial
liabilities and assets at amortized cost using effective interest rate method. Transaction cost
has been netted off in borrowing upon initial recognition but the management is unable to
comply with the effective interest rate method stating that, being a government company,
all loans are backed by the State government guarantee or by charge on Assets. It is also
stated that the loan is squared off by many ways such as conversion into bonds, equity and
subsidy by State Government. As a result of this, we are unable to comment upon it.

Repetitive

b) In Note No. 13 and 16, Non-current Borrowings taken by UPPCL on behalf of PVVNL
amounting to 32277.98 crores, and Current Maturity of Long Term Borrowing through
UPPCL amount to ¥ 1018.35 crores has been booked based on the debit/credit note
received from UPPCL. No Loan document were shown during the audit. Although
company has disclosed the balances of such loans / bonds at Sl. no 34 of notes on accounts
of Financial statement as annexure-2. In the absence of sufficient and appropriate audit
evidence thereof, we are not in a position to ascertain impact of the same on the financial
statements.

Repetitive

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS

a) As per Para 16 of IND AS 37, the company is required to disclose Court Cases going on
at the end of financial year, brief description related to nature of the contingent liabilities
and estimate of its financial effects and possibility of reimbursement. The company has
disclosed only total possible impact in Notes on Accounts of Annual Accounts at point no.
18(B)(II), which is not complied with complete disclosure requirement of IND AS 37.
Accordingly, the impact of non-compliance of the above IND AS on the financial
statements is not ascertainable.

Repetitive

b) Amount as disclosed in respect of claims/pending court/ arbitration/legal/tax cases have

Repetitive




not been properly compiled and ascertained as per IND AS-37 “Provisions, Contingent
Liabilities and Contingent Assets”. No amount of capital commitments in respect of
estimated amount of contract remaining to be executed on capital accounts ascertained. In
the absence of details thereof, impact of the same upon the financial statements is not
ascertained. (Refer Note No. 18(B)(II) of Notes to accounts, regarding contingent
liabilities).

¢) Classification into disputed and undisputed debtors are not at all done in Note No. 7 of
Financial statements as per the requirement of amended schedule iii of the Companies Act
2013. The company have arrears of ¥5481.07 Crore outstanding from more than 3 year for
which management informed us that all these arrears are recoverable and sufficient
provision has been made. The Company made the provision on non-government debtors
for 0 to 3 months, 3 months to 6 months, 6 month to 1 year, 1 year to 2 years, 2 years to 3
years and above 3 years respectively in compliance of directives issued vide notification
titled G.S.R. 635(E) dated 10 October 2024, issued by the Ministry of Power under the
Electricity Act, 2003, formally the “Electricity Distribution (Accounts and Additional
Disclosure) Rules, 2024, which is not in adherence to the provisions of IND AS 37.

Repetitive

d) Further, as per INDAS 37, INDAS 109 and applicable financial reporting framework,
the company is required to make 100% provision for doubtful debts more than 3 years,
whereas the company has made provision of 80% as per notification titled G.S.R. 635(E)
dated 10 October 2024, issued by the Ministry of Power under the Electricity Act, 2003,
formally the “Electricity Distribution (Accounts and Additional Disclosure) Rules, 2024”.

Repetitive

e) Refer Point No. 1(c), 2(VI)(b) and 2(VI)(f) of Significant Accounting Policies, wherein
disclosure has been made for certain items which have been accounted for on cash
basis/cut-off date basis, which is not in consonance with the accrual basis of accounting
required by the Indian GAAP. Due to cut off date basis of accounting, the accounting for
provisions in the books of accounts is not in consonance with IND AS-37 “Provisions,
Contingent Liabilities and Contingent Assets” is not verifiable. Accordingly, the impact of
non-compliance of the above IND AS on the financial statements is not ascertainable.

Repetitive

f) During the year the company have made 100% provision on account of theft of fixed
asset amounted to ¥ 18.91 Crore has been classified under Financial Asset (current) ,
however it should be covered under Fixed Asset (Non Current).

Repetitive

STATUTORY COMPLIANCES

a) Besides non-compliance of IND AS referred above, compliance status of other

accounting standards are as under:

i. IND AS-1: Policies relating to provision made against (i) advances to
suppliers/contractors (ii) Slow/non-moving and unserviceable stores, (iii) bad and
doubtful debts (iv)advance to employees and others are not disclosed under Annexure
"Significant Accounting Policies" annexed with Financial Statements as required in
IND AS-1. Accordingly, the impact of non-compliance of the above IND AS on the
financial statements is not ascertainable. IND AS-20: Accounting for Government
grants / subsidy is done on the basis of advice from Uttar Pradesh Power Corporation
Ltd., (the holding company), which is not in accordance with accrual system of
accounting as required by Indian GAAP and also not in consonance with the IND
AS-20 “Accounting for Government Grants”. Impact of non-compliance of the above
IND AS on the financial statements is not ascertainable. (Refer to 2(X) of
‘Significant Accounting Policies’ to the Financial Statements.)

ii. IND AS-36: All the assets of the company are recorded at their historical values
without arriving at their recoverable amounts and arriving at amount of impairment
of loss. Company's submission that "their recoverable amount is higher of the assets’
net selling price", has not been substantiated. In the absence of fixed assets physical
verification, fixed assets register, techno-economic viability assessment and
calculation and determination of Cash Generating Unit, we are unable to comment
whether any impairment loss has remained un-assessed or un-provided for in
accordance with IND AS-36 “Impairment of Assets”. Impact of non-compliance of

Repetitive

Repetitive




the above IND AS on the financial statements is not ascertainable.

b) Provision for accrued liability on account of pension has been made at a fixed
percentage based on actuarial valuation report dated 09-11-2000, which is very old and is
also against the provisions of IND AS 19. Accordingly, the impact of non-compliance of
the above IND AS on the financial statement is not ascertainable.

Repetitive

¢) During the year the company as per letter no, 1/8414/2025/102/CPFTrust/DHFL/FDR/
NotionalLoss/2022 dated 15.04.2026 of U.P. Power Corporation Contributory Provident
Fund Trust, Lucknow and 1/9109/2025/12/UPSPSET/DHFL/2019 dated 15.04.2026 of
U.P. State Power Sector Employees Trust, Lucknow, have booked the amount of losses
incurred on account of Notional Interest, which is allocated to the company, an amount of
%14.63 crore on account of GPF and %14.06 crore on account of CPF, Total 328.69 crore.
The company has made a provision (AG 79.730) of % 28.69 Crore, shown as exceptional
item in the financial statement, and created a liability towards the GPF and CPF Trust (AG
44.624 and 44.625). In the absence of its complete details and audit trail thereof with
appropriate audit evidences with the company, we are not in a position to comment upon
its correct accountal and commercial expediency of the same. (Refer to note 18 & 28 of
financial statements) and its consequential impact on the financial statements is not
ascertainable.

Repetitive

(i)

Purvanchal Vidyut Vitran Nigam Limited:

(a) Debt Instrument has not been measured at the amortized cost in accordance with Ind
AS 109 as mentioned in Material Accounting Policies.

(b) As per the financial statements, “Interest Accrued but not Due on Borrowings” has
been reflected at I87.98 crore as at 31 March, 2026. However, based on the
calculation and supporting working made available to us by the management during
the course of audit, the accrued interest liability on borrowings works out to only
%17.09 crore. Consequently, “Interest Accrued but not Due on Borrowings” is
overstated by %70.89 crores with corresponding overstatement of finance
cost/accumulated losses in current/previous Financial Years to that extent. The
management has not reconciled and rectified the aforesaid difference in the financial
statements. The aforesaid accounting treatment is not in compliance with the
principles laid down under Ind AS 1 and Ind AS 109 relating to proper recognition,
measurement and presentation of financial liabilities and borrowing costs.

(Management Reply: The matter shall be examined in accordance with the
accounting policy of the company vis-a-vis Ind AS and necessary action will be taken
accordingly.)

Repetitive

First time

1. FINANCIAL LIABILITIES-OTHERS (NON-CURRENT)

(a) We observed that the entire amount of security deposits received from consumers has
been classified under Non-Current Liabilities in the financial statements. However, as
per the principles of Schedule III of the Companies Act, 2013, deposits received
against temporary connections, which are typically expected to be settled or refunded
within 12 months, should be classified as Current Liabilities. As informed by the
Management, consumer security deposits have been accounted for under Accounting
Code 48.1 to 48.203 on a consolidated basis of Rs. 610.85 Crore, encompassing both
temporary and permanent consumers. However, the Company has not maintained a
bifurcation of these deposits in its books of account, and no separate details or
supporting schedules were provided to us during the audit. Due to the absence of
necessary information, we are unable to comment on the specific impact this may
have on the financial statements. This may affect the assessment of its short-term
liquidity position by the users of the financial statements.

(b) It was observed that the Company has determined the gratuity liability of employees




as required by Ind AS 19 — Employee Benefits covered under the General Provident
Fund (GPF) scheme,based on Actuarial Valuation Report dated 09/11/2000 that is
very old. Moreover, the Company has independently computed the liability and
disclosed the entire amount under “Other Financial Liabilities (Current)” in the
financial statements. However, as per the provisions of Ind AS 19 and the
classification requirements of Schedule III of the Companies Act, 2013, gratuity
liabilities should be determined based on current actuarial valuation and be bifurcated
into current and non-current portions, based on the expected timing of payment. The
use of very old actuarial valuation report raises concerns about the accuracy and
reliability of the reported liability, and the classification of the entire amount as a
current liability results in a potential overstatement of current liabilities and
understatement of non-current liabilities. In the absence of a proper actuarial
assessment and appropriate bifurcation, the financial statements do not accurately
reflect the Company’s long-term employee benefit obligations, which may affect
users' understanding of its future outflows and financial position.

(c) An amount of 2667.04Crores has been disclosed in the financial statements under the
head “Liability Migration Account”. As explained by the Management, this balance
represents several idle balances, including those arising from the Transfer Scheme
and other historical balances lying in the Company’s accounts. The balance in these
accounts needs to be reviewed by the management.

2. FINANCIAL LIABILITIES-TRADE PAYABLE (CURRENT)-

(a) The balance outstanding payable to Uttar Pradesh Power Transmission Corporation
Limited (UPPTCL) amounting to 1,420 crore is subject to confirmation and
reconciliation. The Company has not obtained balance confirmation from the
aforesaid party as at 31 March 2026.In absence of independent external confirmation
and supporting reconciliations, we are unable to comment upon the correctness,
completeness and accuracy of the said balance and the consequential impact, if any,
on the financial statements remains unascertainable. The aforesaid matter is not in
consonance with the requirements of SA 505 “External Confirmations”, which
requires the auditor to obtain sufficient appropriate audit evidence through
confirmation from third parties wherever considered necessary. Further, the matter is
also not in compliance with the principles laid down under Ind AS 1 relating to
reliable presentation and disclosure of liabilities in the financial statements.

3. OTHER FINANCIAL LIABILITIES (CURRENT)

a. As per the Electricity Supply Code 2005, interest on Consumer Deposit was payable |
on balance as on 1% April, 2025 by way of credit in the bill of the consumer in the | First time
months of April, May or June,2025 and that has already been credited to the
consumers. Consequently, ¥37.71 crore appearing under the head “Interest on
Security Deposit Payable to Consumers” does not represent an actual liability payable
by the Company. The opening balance amounting to ¥53.39 crores under the
aforesaid head could not be verified as supporting details, consumer-wise records and
breakup thereof were not made available to us for audit. Accordingly, the correctness
and liability of the said opening balance could not be ascertained and the
consequential impact, if any, on the financial statements remains unascertainable. The
aforesaid accounting treatment is not in compliance with the principles laid down
under Ind AS 37 and Ind AS 1, which require recognition and disclosure of liabilities
based on reliable measurement and existence of present obligations as at the reporting
date.

b. The total outstanding balance under the head “Staff Related Liabilities” amounting to First time
%329.88 crores includes old un-reconciled balances carried forward from earlier
years. However, no employee-wise breakup, ageing analysis, reconciliation




statements or adequate supporting records in respect of such balances were made
available to us for audit verification.In absence of complete details and
reconciliations, we are unable to ascertain the correctness, completeness and validity
of the aforesaid liabilities and the consequential impact, if any, on the financial
statements remains unascertainable.The aforesaid matter is not in consonance with
the principles laid down under Ind AS 1 and Ind AS 19 relating to reliable
measurement and presentation of employee related obligations.

¢. The Company has made provision for interest of ¥25.12 crores on G.P.F. liability and
%0.85 Crores on C.P.F. liability during the year, which has been disclosed under
liabilities towards the respective Trusts. However, the related balances and interest
provisions are subject to reconciliation with the Trust accounts. In the absence of
such reconciliation, we are unable to verify the accuracy and completeness of these
liabilities and the consequential impact, if any, on the financial statements remains
unascertained.

d. As per the books of accounts, TDS payable balances aggregating to 354.34  crores
are reflected under AG Codes 46.92400 and 46.92500. However, based on the TDS
challans and payment records made available to us, actual payment of TDS pertaining
to the aforesaid liability made in April 2026 aggregates to only %9.35 crore.
Accordingly, TDS payable liability appearing in the books of accounts is overstated
by %44.99 crore. The Company has not carried out reconciliation of the balances with
challans and statutory payment records. Consequently, the correctness and
completeness of the remaining balance reflected in the financial statements could not
be substantiated. In absence of any reconciliation of the difference by the
management, the consequential impact of the same is unascertainable.

(Management Reply: Necessary instruction will be issued to concerned Zone/unit to
reconcile the balance and necessary corrections.)

e. The Company has not ascertained the amount payable to Micro, Small and Medium
Enterprises (MSMEs) as defined under the Micro, Small and Medium Enterprises
Development (MSMED) Act, 2006. Also, no provision for interest payable has been
made in the books of account. The absence of this information may have a potential
impact on the finance costs and amount of creditors presented in the financial
statements, to the extent of non-recognition of applicable interest to eligible MSME
creditors.

f.  As per the books of accounts, balances aggregating to 20.95 crore are reflected under
AG Codes 46.94201, 46.94202 and 46.94203 relating to GST payable under Reverse
Charge Mechanism (RCM). However, based on the GSTR-3B, payment records for
the month of March 2026 made available to us, actual payment against the aforesaid
liability aggregates to only %0.10 crore.Accordingly, the liability appearing under the
aforesaid AG Codes appears to be overstated. However, in absence of complete
reconciliation, consequential impact on the financial statements could not be
ascertained.

Repetitive

Repetitive

Repetitive

Repetitive

4. FINANCIAL ASSETS - OTHERS (NON-CURRENT)

An amount of R213.01 crores has been disclosed in the financial statements under the head
“Asset Migration Account”. As explained by the Management, this balance represents
several idle balances, including those arising from the Transfer Scheme and other historical
balances lying in the Company’s accounts. The balance in these accounts needs to be
reviewed by the management.

5. FINANCIAL ASSETS - OTHERS (CURRENT)-

As per the financial statements, receivables amounting to 415.71 crores are outstanding
under the head “Receivable from Government of Uttar Pradesh” classified under unsecured
receivables. However, supporting records, confirmations, reconciliation statements and




details substantiating the recoverability and nature of the aforesaid balance were not made
available to us for audit verification.In absence of adequate supporting documents and
reconciliations, the said receivable remains untraceable and we are unable to comment
upon the correctness, recoverability and realizable value of the aforesaid balance.
Consequently, the consequential impact, if any, on the financial statements remains
unascertainable. The aforesaid matter is not in consonance with the principles laid down
under Ind AS 1 and Ind AS 109 relating to reliable measurement and assessment of
recoverability of financial assets.

COMPLIANCES

The Company has not complied with the following requirements of Companies Act, 2013,
MSMED Act, 2006, Income Tax Act, 1961 and Ind AS and Standards on Auditing issued
by ICAL

a) The Company has not complied with the provisions of section 42(4) and 42(6) of
the Companies Act, 2013 as well as The Companies (Acceptance of Deposits)
Rules 2014 relating to Share Application Money pending Allotment.

b) There is no system at Zones and ESDs of the Company to prepare the Balance
Sheet and Statement of Profit and Loss. The Zonal auditors have only been
provided Trial Balances (MTB) for the purpose of their audit which is non-
compliance of Schedule III of the Companies Act, 2013.

¢) The following Ind AS issued by ICAI has not been properly followed by
theCompany: -
i.  Ind AS -2 “Inventories”
ii.  Ind AS — 16 “Property Plant &Equipment’s”
iii.  Ind AS — 19 “Employee Benefits”
iv.  Ind AS — 20 “Accounting of Government Grants and Disclosure of Government
Assistance”
v.  Ind AS - 36 “Impairment of Assets”
vi.  Ind AS - 107 “Financial Instruments: Disclosures”
vii.  Ind AS — 109 “Financial Instruments”
viii.  Ind AS — 115 “Revenue from Contracts with Customers’
ix. IndAS-116“Leases’

d) The company has failed to comply with provisions of Income Tax Act, 1961
regarding deduction of TDS on provisions for expenses/payables.

e) The Company has not ascertained the amount payable to Micro, Small and
MediumEnterprises (MSMESs) as defined under the Micro, Small and Medium
Enterprises Development (MSMED) Act, 2006. Also, no provision for interest
payable has been made in the books of account. The absence of this information
may have a potential impact on the finance costs and amount of creditors
presented in the financial statements, to the extent of non-recognition of
applicable interest to eligible MSME creditors.

f) As per Secretarial Audit Report for the year ended 31%March, 2025, the
Company has not formulated or approved the Vigil Mechanism Policy which is
not in compliance with Section 177(9) of the Companies Act, 2013 read with
Rule 7 of the Companies(Meeting of Board and its Powers) Rules, 2014.

g) The Company has disclosed contingent liabilities to the tune of X160.41Crores at
paral8(b)(ii) of Notes to Account of Balance Sheet. The amount is increased by
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Rs. 19.11 crores. Since, the status of contingent liability has not been provided to
us, we are unable to comment upon the provision required as per Ind AS-37.

h) The Company has not complied with the requirements of Indian Accounting
Standards Ind AS 116 — Leases. The Company has neither identified lease
arrangements requiring recognition under the Standard nor accounted for Right-
of-Use (ROU) Assets and corresponding Lease Liabilities in the financial
statements. Consequently, the impact of non-recognition of lease assets, lease
liabilities, depreciation, finance cost and related disclosures as required under Ind
AS 116 has not been ascertained and quantified by the management.
Accordingly, we are unable to comment upon the consequential impact of the
same on the financial statements.
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(iii)

Kanpur Electricity Supply Company Limited:

L1.“IND AS” 1- PRESENTATION OF FINANCIAL STATEMENTS :

Reference is invited to Note no: 29-9 and 29-49 which are in the nature of 'Material
Accounting Policies'. However, the company has disclosed these policies in its
Notes on Account instead of grouping it under Note No: 1'Material Accounting
Policies'.
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L1.2."IND AS" 2 — INVENTORIES :

As per Accounting Policy stated in Note No. 1-3-V(a) of the Company on stores &
spares, stores and spares are valued at cost instead of at the lower of cost and net
realizable value, as stated in paragraph no. 9, of above "IND AS".
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1.3. "IND AS" 16- PROPERTY. PLANT AND EQUIPMENT:

The Material Accounting Policy stated in Note No.1-3-I(e) of the company states
that "due to multiplicity of functional units as well as multiplicity of functions at
particular unit, employees cost to capital works are capitalized @ 15% on deposit
works, @13.50% on distribution works and @ 9.50% on other works on the
amount of total expenditure."

This policy is not in line with para 16 of the above "IND AS", which provides that
the cost of an item of property, plant and equipment comprises any costs directly
attributable to bringing the assets to the location and condition necessary for it to be
capable of operating in the manner intended by the management.
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L4. "IND AS" 19- EMPLOYEE BENEFITS:

Company has provided for post-employment benefits in the nature of pension and
gratuity, in respect of erstwhile UPSEB employees, as per the actuarial valuation
report dated 09.11.2000. (Also Refer Note No. 29-14(a) of "IND AS FS").
according to which the cost of providing such benefits is determined using the
'Attained Age Method' which is not in compliance with paragraph no. 67 of the
above "IND AS" according to which, the cost of providing such benefits is
determined by using the 'Projected Unit Credit Method' with actuarial valuation
being carried out at the end of each annual reporting period.

Further the actuarial valuation was done in the year 2000-2001 only which does not
give the realistic estimation of the liability as many other assumptions made have
also undergone changes with the passage of time.
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L5. “IND AS" 36 - IMPAIRMENT OF ASSETS :

As per the opinion of the Company, there is no specific indication of impairment of
any assets as on the balance sheet date (Also Refer Note No. 29-24 of "IND AS
FS"). However, we have not been furnished with the evidence of carrying out any
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exercise by the Company to determine the impairment, if any, of any asset.

I.6. "IND AS" 109 - FINANCIAL INSTRUMENTS:

The Company has followed a graded provisioning rates on trade receivables in
respect of debts outstanding for a period exceeding three years instead of
provisioning at the rate of 100% for bad & doubtful debts, to ensure compliance
with the notification titled G.S.R. 635(E) dated 10 October 2024, issued by the
Ministry of Power under the Electricity Act, 2003, formally the “Electricity
Distribution (Accounts and Additional Disclosure) Rules, 2024”. (Also Refer
Note No. 29-9 of "IND AS FS").
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L.7. The effect of non-compliance/divergence from the "IND AS"(s) as stated in
paragraph no. 1 to 6 above has resulted in non-compliance of the provisions of
sections 129(1) and 129(5) of the Companies Act,2013 ("The Act"), according to
which the financial statements of the Company shall comply with the "IND AS"
and where the financial statements of the Company do not comply with the "IND
AS", the Company shall disclose in its financial statements, the deviation from the
"IND AS", the reasons for such deviation and the financial effects, if any, arising
out of such deviation. No such disclosures have been made due to non-availability
of relevant information/details and also cumulative effect on "IND AS - FS" of
these could also be not ascertained.
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@iv)

Madhyanchal Vidyut Vitran Nigam Limited:

1) The amounts under ‘Capital grants/ Subsidies’ (in Note 13) and ‘Revenue
subsidies/ Grants’ (in Note 20) have been accounted for by the company only on
the basis of credit advices issued by UPPCL, the holding company. The complete
details and related terms and conditions of these subsidies/grants could not be
verified by us as the same were not available with the company. Further, the
conditions and contingencies for each government grant received/ recognized’ have
also not been disclosed as per the requirements of Ind AS 20.
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i) We draw attention to para 46 of Note 1B relating to disclosures relating to
‘Trade Payables’ pursuant to amended Schedule III to the Companies Act 2013. It
is observed that information relating to ‘dues payable to MSME’ etc. have been
disclosed by the company but the completeness and accuracy of the same could not
be ascertained by us as the company is still under process to identify the
classification related to MSME. Further, provision for interest payable thereon, the
liability on this account has not been quantified by the company. As such we are
unable to ascertain the interest provision (if any) required and its consequential
impact on the loss for the period.
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iii) The ‘liabilities for capital works’, ‘liabilities for O&M works’ and ‘Liability for
expenses’ etc. have been categorized under ‘Other Financial Liability(current)’
instead of showing them under ‘Financial liability (Trade payable)’.
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iv) Rebates related to capital assets under RDSS are currently recorded as liabilities
instead of being deducted from the asset cost (Capital Work-in-Progress), resulting
in misclassification. As per Ind AS 16, rebates must reduce the asset’s cost, not be
recognized as liabilities, aligning with the matching principle and presentation
requirements under Ind AS. Misclassification inflates liabilities and asset values,
distorting financial ratios, depreciation, and profitability.
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v) IND AS-1: Policies relating to provision made against (i) advances to
suppliers/contractors (ii) Slow/non-moving and unserviceable stores, (iii)advance
to employees and others are not disclosed under Annexure "Significant Accounting
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Policies" annexed with Financial Statements as required in IND AS-1.
Accordingly, the impact of non-compliance of the above IND AS on the financial
statements is not ascertainable.

vi) As per IND AS 20 Accounting for Government grants / subsidy is done on the
basis of advice from Uttar Pradesh Power Corporation Ltd., (the holding company),
but the timing at which the grant is to be booked as per IND AS 20 cannot be
ascertained as the grant is booked as per the credit notes received from UPPCL
which is not in consonance with the IND AS-20 “Accounting for
Government Grants”. Impact of non-compliance of the above IND AS on the
financial statements is not ascertainable.
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vii) ‘Financial Assets-Others — Current’ (Note-10) and ‘Other Financial Liabilities-
Current’ (Note-18) have been classified as ‘current’ but include balances which are
outstanding for realization/ settlement since previous financial years, and in the
absence of adequate information/explanations regarding the realizability
/settlement of such amounts within twelve months after the year end, not
classifying them as non-current assets/ liabilities is not in accordance with Ind AS-
1 "Presentation of Financial Statements”

Certain balances are incorrectly classified as current instead of non-current assets/liabilities
based on their nature and settlement terms. The list of such items are mentioned below:

Particulars Amount (In Rs.) Currently shown Under
Other Receivables 212.80 Crore Current Asset

Staff Related Liabilities 1.30 Crore Current Liability

Sundry Liability 260.75 Crore Current Liability

As per Ind AS 1, classification depends on expected realization or settlement within 12
months (current) or beyond (non-current). This Misclassification leads to inaccurate
presentation of financial position.
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Other observations given by statutory Auditors of DISCOMS on specific
subject are given below:

®

Pashchimanchal Vidyut Vitran Nigam Limited:

1. OTHERS

a) Subsidiary ledgers have been maintained by the company for Consumer Security
Deposit, Meter Security Deposit and Advance consumption charges in the Third-
Party Billing Software. In absence of all details, correctness of the figures appearing
in the financial statements under these head could not be verified.

b) Interest accrued and due X7.25 Crores under Other Current Assets (AG 28.240 &
28.250), which is pending for reconciliation for more than a year, impact of the same
is not ascertainable on the financial statements. (Refer to Note 10 of Financial
Statement).
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(i)

Dakshinanchal Vidyut Vitran Nigam Limited:

a. Grants from Central/State Governments for acquisition/construction of capital
assets T 1913.54 crores (cumulative) is declared as Capital Reserve of under
Other Equity, whereas as per Ind AS 20 ‘Accounting for Government Grants
and Disclosure of Government Assistance’, it should have been declared in
balance sheet as deferred income under liabilities and amortised to profit and
loss on a systematic basis over the useful life of asset. Effect of this is that
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‘Other Equity’ is overstated and liabilities are understated by X1913.54 crores.

(management reply: The Company is in process to adopt accounting policy to
amortize grants on a systematic basis over the useful life of asset and show it as
deferred income in the liabilities side of balance sheet).

b. As per generally adopted accounting practice in electricity distribution

companies, contribution for capital works & service line charges are presented
in balance sheet as liabilities, and an amount equivalent to the depreciation
charged for the year on corresponding assets is appropriated as income in profit
and loss over the useful life of asset, whereas the Company has declared
‘consumer contributions towards service lines charges’ of ¥3,369.85 crores as
Capital Reserve under Other Equity. Effect of this is such that, Other Equity is
overstated and liabilities understated by 33,369.85 crores.

(management reply: The Company is in process to adopt accounting policy to
amortize grants on a systematic basis over the useful life of asset and show it as

deferred income in the liabilities side of balance sheet).

Repetitive

c. The Company had consistently adopted an inappropriate method of

amortisation of government grants & consumer contributions by charging
amortisation on the written down value of capital reserve which results in lower
charge of amortisation and residual value of capital reserve, even though the
useful life of the corresponding asset has expired. Estimated cumulative effect
of this incorrect method during preceding three years has resulted in under
amortisation of substantial amount. Otherwise also the Company has failed to
maintain any subsidiary record to co-relate grant and consumer contribution
with the corresponding asset and for amortisation of full amount of the grant
and consumer contribution over the useful life of asset.
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d. As per credit notes/ instructions received from UPPCL during FY 2024-25, loss

subsidy of 2890.75 Crores was booked in financial statements as on 31.03.2025
but as per revised instructions received from UPPCL vide letter no. 632
Dt.01.09.2025, the same was received in advance during FY 24-25 and it
should be booked in FY 25-26 hence the previous year figures has been restated
to that extent and detail adjustment is shown in Note No.33 (Point No0.30) of
notes to accounts. Basis for calculating the denominator for EPS has been
changed to day basis instead of month basis as taken in FY 2024-25 hence
average no. of shares has been restated.

First time

(iii)

Purvanchal Vidyut Vitran Nigam Limited:




Non-reconciliation and Overstatement of TDS/TCS and GST TDS Balances-

(i) As per the financial statements for the year ended 31 March 2026, the
Company has disclosed TDS receivable of %8.03 crores and TCS receivable of
%12.71 crores under current assets. However, as per the latest Form 26AS for FY
2025-26, the TDS credit reflected amounts to only ¥1.93 crores. The Company
has not reconciled the differences, including long outstanding opening balances.

(i) Opening/Old Balances appearing under AG Codes 27.42100, 27.42500 and
27.42600 aggregating to 320.34 crores are not in agreement with the Income Tax
Records for the FY 2024-25, where TDS claimed is only %3.26 crores.
Consequently, TDS/TCS receivable balances are overstated by 316.88 crores to
that extent. No reconciliation or explanation could be provided to us.

(Management reply: Necessary instruction will be issued to concerned Zone/unit to
reconcile the balance and necessary corrections.)

(iii) Balances aggregating to 20.41 crore under AG Codes 27.44010, 27.44020
and 27.44030 relating to GST TDS receivable continue to be reflected in the
books despite having already been utilized against payment of outward GST
liability. Further, during FY 2025-26, GST TDS amounting to 20.58 crore was
utilized against outward GST liability, whereas only 334,804 has been accounted
for in the books. Consequently, GST TDS receivable/current assets and
corresponding GST payable/current liabilities/vendor balances are overstated to
that extent.
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@iv)

Kanpur Electricity Supply Company Limited:

SUNDRY RECEIVABLE (LAND) Rs. 7.44 Crores:

The company has deposited the above amount with Government of Uttar Pradesh
("Go UP") in earlier years for transfer of Company's Leasehold Land to Freehold
Land but till date the procedure for the said conversion has not been completed
(Also Refer Note No. 6 of "IND AS - FS").

Further, "Go UP" due to delayed payment of conversion charges for conversion of
nazul land to freehold land demanded interest and penalty in December, 2009.
Since then, no change in status is there up to 31.03.2026. The company is showing
Rs. 118.37 Crores in the accounts being interest and penalty on delayed payment as
contingent liability (Also Refer Note No. 29-18(b)(ii) of "IND AS FS").
Thereafter the waiver petition of interest & penalty was rejected finally by "Go
UPpP".

In absence of any action by the management thereafter we are unable to form an
opinion on the realizability of the sum paid in the matter.
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STATEMENT OF CHANGES IN OTHER EQUITY:

Other Equity Dr. Rs. 4769.51 Crores:

The other equity includes 'Restructuring Reserve' of Rs. 14.46 Crores being
difference arrived at the time of restructuring for which no reconciliation has been
done till date. The financial impact of such difference on the Assets/Liabilities is
not ascertainable.
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OTHERS:

a. The balance of Others Financial Assets, Trade Receivables, Other Non-current
Financial Assets, Other current assets, Other Financial Liabilities, Trade
Payables, Other payables, UPSEB period balances and other personal
accounts are subject to confirmation and reconciliation thereof. The

consequential adjustments, if any, arising out of the aforesaid exercise, is not
ascertainable. (Also Refer Note No. 29-12(a) of "IND AS FS")

b. We are unable to comment upon the state of compliance including disclosure
requirements under the provisions of Micro, Small and Medium Enterprises
Development Act, 2006 (‘(MSMED Act) in the absence of any system of
maintaining such data, records and documents. However, the company is in
process to obtain the complete information in this regard.

Account Number 0731002100037949 opened with Punjab National Bank in the
year 2019 under the name and style of "Kesco Tax Circle-3 account and Pramod
Kumar Singh" was opened without the approval of the Board. The said account, up
to the F.Y. 2022-23, was being depicted along with Account Number
0255001800000036-111 with the name and style "Expenditure PNB account". The
rationale for opening this account without Board approval was not provided to us.
The said account is however, reconciled and confirmed as at 31st March, 2026.
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Madhyanchal Vidyut Vitran Nigam Limited:

Balances Outstanding To / From Qutside Parties

i. Balances of Trade Receivables, Trade Payables (except balances pertaining to
UPPCL, UPPTCL and other DISCOMs), suppliers, contractors, loans and
advances, staff related advances/liabilities and various other debit and credit
balances are subject to independent balance confirmations. In the absence of
external confirmations and/or alternative corroborative audit evidence as required
under Standards on Auditing (SA) 505 — External Confirmations, we are unable to
comment upon the completeness, accuracy and recoverability/payability of such
balances. Consequently, we are also unable to ascertain the impact, if any, of
adjustments that may arise upon reconciliation/settlement of these balances,
including possible losses/profits on settlement, non-recovery or partial recovery of
dues, and non-settlement of liabilities, on the financial statements.
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ii. Refer to Point no. 15 of Notes to accounts, there are various expenses like
Employees Expenses, Repair & Maintenance Cost and Administrative & General
Expenses etc. and various income like Interest on FDRs/bonds, Gain on Mutual
funds etc. incurred at Uttar Pradesh Power Corporation Ltd. (the holding company)
which has been allocated to the Company vide Debit/Credit Notes. However, we
have not been provided with detailed workings of the same and only relied on the
Debit/Credit notes received from the holding company.
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iii. The CSC e-wallet balance as per the separate portal and the balance recorded in
the books of accounts were not reconciled, resulting in a difference of Rs. 5.36
crores as on 31 March 2026.
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iv. It was observed that a centralized agreement was entered into at Head Office
level with payment gateway company M/s India Ideas.com Limited (Bill desk) for
collection of prepaid consumer recharge amounts. As per the books of account, an
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amount of Rs. 46.10 crore was reflected as recoverable from the said party in the
books of MVVNL as on 31.03.2026.

However, detailed reconciliation statements indicating transaction-wise break-up,
settlement status, ageing, and period-wise mapping of the outstanding balance were
not made available for audit verification. Considering that the arrangement
commenced during FY 2025-26, absence of a robust reconciliation and monitoring
mechanism indicates weakness in operational and financial controls governing
payment gateway collections and settlement accounting.

In absence of proper reconciliation and supporting records, the accuracy,
completeness, and recoverability of the outstanding balance could not be
independently verified. The matter may consequently have implications on the
correctness of recognition and presentation of receivables in the financial
statements.

The above reflects deficiency in internal financial controls relating to reconciliation
of third-party collections, monitoring of recoverable balances, and period-end
validation procedures. Further, non-availability of adequate supporting
reconciliation may not be fully aligned with the principles of Ind AS 1 relating to
faithful representation and reliability of financial statements and Ind AS 109
requirements concerning assessment and monitoring of financial assets and
recoverability thereof.

Statutory Compliances

As per Income tax Act, 1961, TDS should be deducted on due or payment basis
whichever is earlier. However, it has been noticed that the company is deducting
TDS at the time of booking of expenses (which is generally much delayed as
compared to date of invoice) which is not in compliance with the provisions of
Income Tax Act,1961 due to which liability of interest @1.5% per month or part of
the month will arise on the company.

In some of the units, it was noticed by us that the company is booking expenses
much after the date of invoice. Further it was also noted that in many cases bills
pertaining to previous financial years were also booked during the current financial
year. Due, to this there is a delay in deduction of TDS as compared to the stipulated
time, thereby attracting interest under Section 201(1A), with interest amounting to
Rs.0.43 crore (approx.). The above default has been calculated on the figures
provided for H.O. units and Bareilly Zone only since data for other zones were not
provided. As per Ind AS 12, related interest and penalties are tax expenses and
must be accrued and disclosed as liabilities to avoid understatement of expenses
and profits.
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Other Observations

i. As referred in Note 18 to the financial statements, the company has made
‘provision for loss incurred by GPF/ CPF trusts’ amounting to Rs 487.82 Crores as
on 31.03.2026 on account of insolvency of DHFL. The amount has been booked as
per the allocations sent by the UPPCL and the basis on which the above-mentioned
amount has been calculated has not been provided to us. Any other loss/shortfall in
the fund value as compared to total obligation as on the balance sheet date, if any,
is not ascertainable in absence of complete information with the company.
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ii. All statutory employee-related dues, including contributions towards Provident
Fund (PF), General Provident Fund (GPF), and Contributory Provident Fund
(CPF), have been duly deposited into the designated trust accounts as per the
applicable regulatory requirements. However, despite these payments being made,
we have not received any formal confirmation, acknowledgment letters, or receipts
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from the respective trust authorities confirming the actual receipt and proper
crediting of these deposits. Furthermore, no balance confirmations, periodic
statements, or reconciliation reports have been provided by the trust, which are
essential to verify the accuracy, completeness, and up-to-date status of these
statutory dues.

iii. The company has delayed vendor payments under the RDSS scheme, resulting
in unclaimed rebate of Rs. 3.48 crore, causing indirectly financial loss to the
company/ RECIL The delay reflects weak internal controls and non-compliance
with corporate governance principles under the Companies Act, 2013.
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SIGNIFICANT OBSERVATIONS OF ZONAL AUDITORS IN THEIR
AUDIT REPORT ARE AS UNDER:

Pashchimanchal Vidyut Vitran Nigam Limited:

MORADABAD ZONE:

i. Fixed Asset Policy

During the course of audit, it was observed that GL Code 10.90900 includes fixed
assets amounting to ¥433.86 lakhs; however, detailed information of these assets is
neither recorded in the Fixed Asset Register (FAR) nor provided in the physical
verification report by the management. Moreover, it has been pending for last many
years.

First time

ii. Acc Depreciation

Accumulated depreciation under GL Code 12.10100 (“Land Owned — Full Title”)
lacks supporting details and explanations from the management. However, no
transactions have been recorded during the year. Moreover, it has been pending for
last many years.
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iii. Theft of FA pending investigation

1. Certain assets have been outstanding since 2012 or earlier and continue to be
reflected in the Balance Sheet despite a negligible likelihood of recovery. Although
a 100% provision has reportedly been made at the Head Office level, no
documentary evidence regarding completion of investigations was available at the
Zonal Office.

2. During the year, instances of theft of fixed assets have increased significantly;
management is advised to strengthen internal controls by implementing appropriate
safety and preventive measures.
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iv. TDS - 85.43 Lakhs

It was observed that the opening balance of TDS is still pending at the zonal level,
but as informed by the management the same has been cleared at the Head Office
level. The difference needs to be reconciled and resolved.
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v. Recoverables & Liability - 7,855.44 Lakhs & 3,601.81 Lakhs

As per the explanations provided by management, GL Code 28.10800 represents
receivables on account of sale of scrap, and GL Code 46.92200 represents amounts
received against sale of scrap. However, the difference amounting to I4,253.63
lakhs (X7,855.44 lakhs less ¥3,601.81 lakhs) is pending for reconciliation at
central store level.

First time

vi. Recoverable - 35,33,038.92 Lakhs

In the absence of detailed information and supporting records for inter-unit
balances (i.e., AGL Heads 28.879, 28.876, and other inter-unit balances) pertaining
to the opening balances, which could not be made available by the management,
we are unable to comment on the accuracy and completeness of such opening
balances.
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vii. Inter Unit

No reconciliation of IUT (Out of Zonal Office) accounts was provided for our
verification. In the absence of the same, we are unable to comment on the accuracy
and completeness of these balances. It is further observed that these balances are
longstanding in nature, primarily pertaining to earlier years, with no transactions
recorded during the year.
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viii. Liability - 84,901.66 Lakhs & 40,434.42 Lakhs

1. In the absence of detailed information for GL Code 42, we are unable to
comment on the accuracy of the balance.

2. It was observed that the opening balance for GL Code 43 continues to remain
pending at the Zonal level. The matter requires reconciliation and appropriate
write-off.
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ix. ERP IUT Heads - 2,41,439.11 Lakhs

In the absence of balance confirmations for inter-units balances under GL Head
45.5000, 45.58000 & 45.59000 we are unable to comment on the accuracy of the
balances.
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Expenses

It was observed by us that in respect of provisions for third-party liabilities and
interest payable to consumers on security deposits, TDS has not been deducted.
However, as per the provisions of Section 194A and Section 194C of the Income-
tax Act, 1961, tax is required to be deducted at source at the time of credit or
payment, whichever is earlier, as applicable. Accordingly, non-deduction of TDS
on such provisions is not in compliance with the applicable provisions of the Act.
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Misc. & Other Receivables - 301.98 Lakhs

This liability is outstanding since a period prior to 2007 and pertains to excess
salary received from HO Lucknow. The same was also reported by the previous
auditor; however, no corrective action has been taken to date. In the absence of any
resolution, the amount is required to be either refunded to HO Lucknow or written
back as income, as appropriate.

Repetitive

I1.

BULANDSHAHAR ZONE

1. A/c Code 23.707 & 28.862: Receivable Amount Rs. 52,69,64,420.17 & Rs.
21,43,450.00 respectively are long overdue and subject to confirmation and
reconciliation.

Repetitive

2. In EDD-II Hapur & Siyana, demand reported on the portal of TRACES
regarding TDS returns up to financial year 2016-17 & 2020-21 amounting Rs.
1,12,847/- & Rs. 1,67,610/- hence the liability understated to that extent.

Repetitive

3. Interest on security of consumers has been provided up to 31.03.2026 but TDS
there on has been dealt at H.O. level.

Repetitive

4. An amount of Rs. 5,82,78,236.33 (28.41) is shown in trial balance as recovery
to be made from employee. A suitable action should be taken against such
employee.

First time

5. In EDD Khurja division it has found that various entries are outstanding under
the GL head- Misc advance — Cash —(28.40110) amounting to Rs. 32,83,160.47
of which no adjustment entries have been passed since long back. In EDD
Khurja division under the GL Head-Misc. Ad Mat (28.40120) amounting of Rs.
3,87,804/- is pertains an employee who is not currently working at the division.
No recovery has been made from him.

Repetitive

Current Assets & Current Liabilities
a. Sundry debtors, creditors, Loans and advances, Sundry deposits and other are

Repetitive




subject to confirmation.

b. The balances of various inter unit accounts of Zone and Head Office are subject
to confirmation.

c. Advance Income Tax (A/c Code 27.4) showing a balance of Rs. 20,85,922.50
which is outstanding since long. Needs proper adjustment.

d. The zone has shown an amount recoverable from Non- Board Employee (A/c
Code 28.411) Rs. 1,67,76,297.00 and Miscellaneous Advance Ex- Employees
(A/c Code 28.402) Rs. 130,540 (which is long overdue) of which reconciliation
should be made and to be recovered/ adjusted.

e. Misc. Deposit (A/c Code 28.862) is long overdue Rs. 1,12,42,502.12 and
subject to confirmation and reconciliation.

f. HQ MD Meerut (A/c Code 32.02.953) is showing a balance of Rs. 7,00,000
since long and there is no transaction in this account. Needs proper adjustment.

g. A/c Code 44.121: Employee contribution Rs. 6,94,641.99 is very old and needs
adjustment & A/c Code 44.12000: Prov. For pension is showing a balance of
Rs. 75,88,10,391.62

6. Fraud noticed

As informed no fraud was detected during FY 2025-26. But the frauds of
embezzlement detected up to FY 2022-23 has involved total amount of Rs.345.65
Lacs which are still to be recovered.

Repetitive

III.

SAHARANPUR ZONE

1. It has come to our notice that the zone has since shifted payment module w.e.f.
1 Jan 2022. under the system the payments are centralized at HQ Meerut UP .
During the audit, it comes to our notice that the GR/IR clearing is pending. It’s
suggested to clear all GR/IR in timely manner.

Repetitive

2. AG Code 26.7 represent Cont. Mat. Control A/C having balance as on
31.03.2025 is INR 1,13,84,537.54 belongs to material advanced to contractor
Mr. Shailesh Kumar was pending Since 2010. Out of which amounting INR
83,79,825 is recovered/adjusted during the year. Balance amount INR
30,04,712.54 as on 31.03.26 is also required to be recover from the contractor
immediately otherwise provision is required to be make in the books of the
accounts.

Repetitive

Iv.

GHAZIABAD ZONE

1. The Company has not laid down its accounting policy on recognition of income
in the case of theft of power (dishonest abstraction of power) and the income is
recognized based on consumption estimated in report of JE/SDO etc. During the
year, the Branch has recognized such income of Rs.35.23 Crores (AG-
6106010000) and the same has been accounted as receivable (AG-2308000000),
however only some portion has been recovered during the year which has been
adjusted against receivable. Further, such accounting treatment is not in
accordance with Ind-As 115 which stipulates recognition of income only when
the realization thereof is certain. The provision of doubtful debts is dealt at HO
level and thus the amount provided for in this income respect is not available for
checking.

Further, the opening debtors pertaining to theft cases were Rs 246.48 Crores
whereas the Closing Debtors are Rs.256.61 Crores.

Repetitive

2. Balance confirmations from external group companies and inter-zone parties
were not made available to us by the Branch for verification. Accordingly, we
are unable to comment on the impact, if any, on the financial statements.
Further, certain liabilities of the Company have been settled by the Head Office,

Repetitive




and the related transactions are recorded in ledgers AG 42 and AG 45, which are
under the control of the Head Office. In the absence of requisite information and
access to these records, we are unable to express a view on the balances
pertaining to the said ledgers.

As per the provisions of the Income-tax Act, tax is required to be deducted at
source at the earlier of credit (including provision for expenses) or actual
payment. However, it has been observed that the Zone is recognizing expenses
by way of provision without deducting TDS at that stage and is instead
deducting TDS at the time of actual booking/payment in the subsequent
financial year. This practice is not in line with the prescribed requirements.

Repetitive

Unutilized balances pertaining to prepaid meters of consumers has been
classified under Supply of Power (AG 23). Given that such balances represent
amounts received in advance from consumers, they constitute a liability in
substance. Their classification under an asset head results in netting off a
liability against receivables, thereby leading to an understatement of the gross
trade receivables balance. The balance in various recoverable accounts (i.e. of
Customers) is classified as secured or doubtful and the provision required for
doubtful debts is made in the books of Head Office and not in the books of zone
level.

Repetitive

. We identified several legacy ledgers migrated into the ERP (SAP) that have

remained dormant with no subsequent activity. To ensure a true and fair view of
the financial statements, we recommend that these redundant balances be
reconciled and adjusted against each other. Any residual net impact should be
written off or recognized in the Profit & Loss account, rather than continuing to
carry these non-operational balances in the books of accounts.

Repetitive

. The Division Offices under the Zone covered in this report hold freehold and

leasehold land; however, the title deeds/lease agreements were not provided for
our verification, and therefore we are unable to comment further on the
ownership status.

Repetitive

As at the balance sheet date, the earnest money deposits (AG 46.12300-12310)
stand at Rs. 6.04 Cr. Earnest Money (AG 46.10300-10310) at Rs.0.60 Cr,
Retention money (AG 46.10400, AG 46.12400 and 46.12410) of Rs 95.55 Cr.
and Security deposit for tender (AG 46.10100-10200 and 46.12100-12110) of
Rs.8.74 Cr. Out of the above balances, Rs 23.28 Cr stands for more than 2 years.

Repetitive

On physical inspection and scrutiny of records produced before us which are
maintained at the Divisional Office level, it is observed that standardization SOP
has not been adhered to with respect to maintenance and updation of mandatory
registers including cash register, assessment register, stock register, stock
account, etc.

Repetitive

. As Per Previous Auditor Report, the security deposit from all customers for FY

24-25 (under code AG 48.1000-48.10900) was Rs 1,930.18 crores whereas the
same as per customer's receipts for all divisions, it was Rs 2,877.40 crores. As
per audit performed by previous auditors in accordance with generally accepted
auditing techniques, it revealed short collection of Security deposit in respect of
commercial meters only, by Rs 110 crore. As for FY 2025-26 audit, no record
for the same has been received to comment.

Repetitive

10.

Company’s assets are uninsured with risk of theft, fire, riots, earthquakes etc.
and have not made adequate arrangements to save its assets from these incidents
in future.

Repetitive

MEERUT ZONE




A:

LAND & LAND RIGHTS (AG Code 10.101) and PROPERTY PLANT

AND EQUIPMENTS (FIXED ASSETS) & DEPRECIATION

L

IL

The Zonal Office has not identified amount of impairment of assets, required as
per IND AS 36.

The physical verification of inventory has been conducted at reasonable
intervals by the Management during the year. The discrepancies noticed on
physical verification of inventory as compared to the book records were not
material. In our opinion, the frequency of verification is reasonable. However,
un-serviceable/slow-moving/non-moving items forming part of the inventories
are mixed with the regular stock and are valued as normal stock of inventory is
neither computed nor accounted.

Repetitive

Repetitive

B. SUNDRY RECEIVABLES

L

IL

II.

Amount outstanding under the head AG-23 (Sundry Debtors) is not verified and
reconciled with the subsidiary records (Billing Data/Online data of the
Consumers) maintained at various units. Chances of recovery are not analyzed.
Time barring and non-recoverable cases are not identified. No provision is
made in the accounts for non-recoverable amount at Zone level and is
reportedly made at headquarter level.

Remittance of Funds by Vitran Nigam to UPPCL (AG code: 28.889) Rs.
28900.72 crore (Previous Year 26982.26 crore) on account of remittance of
Power Purchase has remained unadjusted. The book entry to adjust/set off these
balances has not been made at Zonal level. Subsidy Receivable from
Government (AG code: 28.899) shows unadjusted negative Balance of Rs.
14.11 Cr (Previous Year 12.45 Cr). Proper book entry to adjust/set off these
balances has not been made in the year.

The Sundry Debtors balance also includes an amount receivable from the
Government under AG Code 28.85800 amounting of Rs. 208.77 crore as at the
year-end. This comprises as opening balance of Rs. 208.77 crore which remains
unrecovered, indicating a persistent accoumulation of long-outstanding dues.
During the year, transactions of an equivalent amount have been both debited
and credited, resulting in the opening balance remaining unchanged as the
closing balance.

Repetitive

Repetitive

Repetitive

OTHERS

ii.

iii.

The Provisions of expenses made at the yearend are subject to TDS but tax has
not been deducted. It has been reported that the tax will deducted/paid at the
time of payment.

Advance Income Tax & TDS (AG code 27) amounting to Rs. 152.60 lac
(Previous Year Rs 139.13 lac) is not reconciled and transferred to head office.

Significant old balances continue to remain outstanding with the HQ-MD
Office, reflecting a debit balance of Rs. 1955.40 crore under AG Code 33 and a
credit balance of Rs. 6544.23 crore under AG Code 34. These long-pending
balances indicate that necessary adjustments, settlements, or reconciliations
have not been carried out over the years.

Repetitive

Repetitive

Repetitive

Dakshinanchal Vidyut Vitran Nigam Limited:

1.

As per our observation and as per the Zonal Auditor of Agra Zone the sub

Repetitive




ledger opening balances have not been reconciled with the corresponding
closing balances of the previous financial year. This issue primarily arises from
the migration to the SAP system, during which multiple sub-ledgers were
merged and standardized.

Due to the inherent structural differences and the lack of a proper reconciliation
process during the migration, discrepancies have emerged in the sub-ledger
opening balances. As a result, we are unable to determine whether any material
adjustments may be necessary to the financial position at the beginning of the
current financial year.

As Per the observation of Zonal Auditor of Agra Zone all balances of advance
to supplier, contractors and staff, all sums due to contractors/ suppliers on
account of works contracts or supplies and all money received from
contractors/suppliers on account of Security Deposits, Earnest Money Deposit,
Retention Money, other like items are subject to confirmation.

Repetitive

As per the observation of Zonal Auditor of Agra branch advance amounting to
%1.25 Crores given to employees is irrecoverable due to death/ termination and
retirement and should be written off after necessary approvals but the same has
not been done at Head Office level till date.3

Repetitive

As per the observation of Zonal Auditor of Jhansi prior period items amounting
to ¥79,97,487/- (consolidated figure of all the units of Jhansi & Banda Zone)
and As per zonal auditor of Agra prior period items amounting to X
29,79,473.96/- (consolidated figure of all the units of Agra Zone) and As per
Zonal Auditor of Aligarh prior period items amounting I 5,33,745/-
(Consolidated figure of all the units of Aligarh Zone) are debited in the Books
of Accounts during the F.Y.2025-26.

Repetitive

. As per the Kanpur Zone report in EDC Farukhabad Tenders allotted to the one

of the Contractors does not contains proper performance security in the form of
the FDR/Bank Guarantees.

First time

Purvanchal Vidyut Vitran Nigam Limited:

a)
b)
c)
d)

As per Zonal Auditors, Balances in personal account of advances, deposits,
creditors etc. but reconciliation and consequent adjustments not done.

Title deeds in respect of immovable properties (Balance Sheet) were not made
available for verification to Zonal Auditors.

In case of advances under T.I. and P.I. and adjustment thereof is outstanding in
various zones. It needs serious perusal and timely settlement.

Material observations other than above as made by the Zonal Auditors of the
respective Zones/ Units are given hereunder:-

Repetitive

@

In Azamgarh Zone it has been observed that:-

1.

The Azamgarh Zone of PurvanchalVidyutVitaran Nigam Ltd. have some
contingent liabilities of pending litigation Amounting Rs. 321.35 lacs which
would impact its financial position as explained and reported during Audit.

Repetitive

il.

We have tried to match the balance of Receivables against Supply Account
Group 23 with Commercial Statement (CS-4) in all the Divisions. No
justification given by divisions in this regard.There is a balance in GL 10.90920
in EDD-Phoolpur (PUD3203) but this GL 10.90920 is not showing in zone
FAR and hence creating difference in FAR & MTB of the Zone. This difference
was communicated to unit during the audit but the same has not been adhered

Repetitive




to.

iil.

The Physical verification and valuation process at division level has not been
done by any external agency as was done until last year. The management has
certified the balances shown in the trail balance. As explained to us a valuer for
inventory has been appointed but the process is not yet complete and the report
was not produced before us.

Repetitive

1v.

The Zone has long-standing un-reconciled balances in inter-unit accounts,
necessitating proper reconciliation and accounting. Certain Inter-Unit General
Ledgers (IUT GLs) that should reflect zero balance at the zonal level remain
un-reconciled, warranting immediate corrective action.

Repetitive

As of the audit date, there is an outstanding demand of X. 90,130.00 for late
filing, late deposit, or short deduction of Income Tax TDS, with specific
liabilities across divisions—ESD AZM (X84,540), EDD-I Ballia (Z. 650), ETD
Mau (%. 2,510), and EDD-II Ballia (. 2,430).

Repetitive

Vi.

There is no system to verify whether GST charged by contractors is deposited
or whether contractors have submitted GSTR-1 and GST-3B with accurate
division details. The Zone currently does not avail input GST, citing power sale
exemption, which is resulting in revenue losses. It is recommended that a GST
audit be conducted to minimize future losses and penalties. Moreover, while
GST TDS deducted by divisions is transferred to the MD office at month-end,
verification of deposit dates remains unavailable, as GSTR-7 and GST-3B
returns are handled at the head office but were not provided during the audit.

Repetitive

Vii.

The Zone has not maintained a Fixed Asset Register for FY 2024-25, relying
solely on the accounting software-generated register. Proper reconciliation and
validation are needed to ensure accuracy and compliance with accounting
standards.

Repetitive

(i)

In Basti Zone it has been observed that:-

i. Advances to suppliers/contractors (capital) AG CODE:25 amounting to
Rs.30.32 (Lacs) as per MTB as on 31.3.2026.

ii. As per Internal Auditors Report, There were some Procedural& Normal

Nature financial irregularities and other irregularities in the Internal Auditors
Report for Mar.2026.

iii. The Basti Zone has contingent liabilities of pending litigations ofamount

involving Rs. 248.23 lacs for the year 2024-25 has increased to Rs.887.26
Lacs for the year 2025-26, would impact its financial position

iv. We are not able to comment whether AUDIT TRAIL as per Rule 11(g) of the

Companies (Audit & Auditors) Rules, 2014 effective from 01.4.2023 have
been complied or not in absence of any information provided to us in this
regard.

v. The Zone has NOT maintained proper records showing full particulars

includingquantitative details and location of fixed assets. Also, as per internal
audit reports of the units the records of Fixed Assets have notbeen updated.

vi. Fixed assets have NOT been physically verified by the management at the

year end.In the absence of the physical verification reports, we are unable to
comment on thismatter.

vii. No physical verification of the inventory of stock of Stores & Spares has been

doneduring the financial year of all the units except ESD.

viii. During audit it was noticed that some of the unit shown as outstanding amount

which is quite significant. The Contractor’s wise list of such outstanding is not
made available to us showing the date since when such outstanding stands.

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive




1X.

The list of Advance as on 31.03.2026 amounting to Rs.24,12,27,053.55.
Balances of personal accounts of advances, deposits, loans, creditors,
securities etc. are subject to confirmation/realization. Most of it is unrealizable
due to pending since long. Also its details are not available.

During scrutiny of Monthly Trial Balances (MTB) and related records of
various divisions/units including EDD, ESD, EWD, ETD, EDC, EWC,
ESWD, Chief Engineer Distribution and ZAO as on 31.03.2026, significant
un-reconciled balances and long outstanding entries were observed under
various AG Codes relating to Inter Unit Transactions (IUT), Material Stock
Adjustment, Material Issue O&M, S. Debtors Reconciliation, S. Debtors
Others, Amount Recoverable, Liability for Supply Material, Retention Money,
GST Liability, Security Guard Pay, Professional Charges, Consultancy
Charges, Audit Fees, Compensation, Workshop Suspense, Temporary Imprest
and other payable/recoverable heads. Huge balances under IUT Material
Within Zone, IUT Material Outside Zone, [UT OA Within Zone, IUT Capital
& Fixed Assets Within Zone and other material-related accounts were pending
for reconciliation/adjustment since long. It was further observed that
substantial amounts were pending for recovery from consumers, including
outstanding dues exceeding Rs.1 lakh in numerous consumer accounts,
stale/un-cashed cheques pending beyond 90 days, raid and theft assessment
dues, Shaman Shulk recoveries, temporary imprest advances and other
recoverable balances, indicating weak recovery and monitoring mechanisms.
Further, substantial amounts were written off under AG Code 79.41000 — Bad
Debts Consumers in various divisions; however, supporting records, approvals
and details of such write-offs were not made available for audit verification. In
several cases, debit entries were passed under expenditure heads such as Coal
Marshalling Yard, Overhead Lines (Tower), Professional Charges and other
heads, but the nature and justification of such entries could not be explained
by management. Long pending liabilities towards Security Guard Pay,
Consultancy Charges, Audit Fees, SamvidaKaramchari expenses, GST
liabilities, retention money, supply material liabilities and other payable
accounts were also noticed. Further, substantial revisions of consumer bills
were carried out in various divisions resulting in significant reduction in bill
amounts; however, the basis, approvals and supporting records for such
revisions were not produced before audit and therefore the genuineness and
correctness of the revisions could not be verified. Instances were also noticed
where important records/registers such as meter ceiling register, dead stock
register, retention money register, EMD register, vehicle log books and details
of contingent liabilities were not produced before audit for verification. In our
opinion, the above observations indicate deficiencies in internal control,
accounting, reconciliation, recovery monitoring and record maintenance
systems. Management should undertake immediate reconciliation and
adjustment of pending balances, strengthen internal control and monitoring
mechanisms, ensure timely recovery of outstanding dues and maintain proper
supporting records and documentation for all financial and operational
transactions.

Repetitive

Repetitive

(iii)

In Gorakhpur Zone it has been observed that:-

1.

The party-wise and age-wise breakup of liabilities for capital works and O&M
supplies/works is available at the zone level; however, due to lack of
supporting details, an audit comment on the same cannot be provided

Repetitive




il.

iii.

iv.

vi.

Vii.

Viil.

1X.

In certain units, the Earnest Money Deposit (EMD) Security Register has not
been maintained properly, making it impossible to verify whether
EMD/security deposits from contractors have been correctly accounted. As a
result, it is uncertain whether refunds issued to contractors were genuine or
made in excess of the actual amount due.

In almost all the units, there are two ledgers named TDS on Salary and TDS
on Salary Manual. But payment entry has not been posted regularly in these
accounts. As informed by the client, it has not been updated at H.O. level.,
requiring urgent reconciliation.

There is difference between Amount of Debtors that appears in the online data
base of the company and that appears in the trail balance of the units. The
Debtors as per the online Master Data is Rs. 7614.92 Crore and as per
Consolidated Trail Balance of the Zone is Rs. 3694.75 Crore, with no
reconciliation prepared. The online database includes fictitious arrears, arrears
of disconnected consumers, and surcharge amounts, whereas the company's
accounting policy recognizes surcharges only upon realization. Immediate
reconciliation is required to ensure accuracy and compliance in financial
reporting

(a) During audit it was noticed that in almost every unit huge amount is
shown as advance to supplies for capital work in progress and for O & M
work. But details for the same couldn’t be ascertained and provided to us
except ESD. The Closing balance as on 31.03.2026 stands for Rs. 4.14 Crores.
Any adjustment for the same as well as authencity of amount of such balances
are not ascertainable.

Balances of personal accounts of advances, deposits, loans, creditors,
securities etc. are subject to confirmation/realization. Most of it is unrealizable
due to pending since long.Also its details are not available.

Provisions for monthly fixed expenses, such as premise rent, vehicle rent, and
payments to contractual labourers, are recorded on a payment basis, meaning
they are booked in the month when bills are presented. This approach includes
prior-period expenses, as several bills from earlier periods were found during
the audit without provisions made in the accounts. These expenses are booked
on a cash basis, leading to accounting inconsistencies.

As per the Agreement between bank & Unit, Bank shall not deduct any bank
charge on bank account of the units. But huge amount of Bank charges have
been deducted & pending in reconciliation leading to loss of revenue to the
company. Letters have been given at unit level to the branch at respective unit,
mentioning the terms agreed upon and request to refund the bank charges but
such step taken at HO level to get the amount refunded.

Amount disclosed as outstanding against suppliers in A.G. Code 42 and 45
could not have been verified in absence of required documents in the units.

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

@iv)

In Mirzapur Zone it has been observed that:-

(a)

(b)

During Audit of the Unit, we have found that books of accounts and records
are maintained except otherwise stated. At some of the units, records like Log
Books of Vehicles, ATD/ATC Register, Service Books are either not properly
maintained or not updated.

On review of the Trial Balance of the Zone, it is observed that the Sale of
Power has been accounted for on the basis of CS-3/CS-4 statements prepared
by the respective units. Further, the outstanding balance under “Receivables
against Supply” continues to remain significantly high across the units. During

Repetitive

Repetitive




(©

(d)
(e)

®

FY 2025-26, an increase of 2208.48 Crores has been noted in receivables,
whereas the Revenue from Sale of Power amounts to 21,672.14 Crores. The
opening outstanding balance was 5,173.76 Crores, indicating that recovery
against old dues remains at a comparatively lower level.

It has been observed that substantial amounts have been disbursed to
employees across various units within the Zone in the nature of T.I./P.L
advances. As per the Corporation’s extant circulars/instructions, such
advances are required to be adjusted or recovered within the prescribed time
frame, preferably by the end of the financial year. However, on scrutiny, it is
noted that in several units/divisions, T.I./P.I. accounts have not been duly
reconciled and closed. A number of such advances are outstanding from prior
years, as well as from the current financial year, indicating deficiencies in
monitoring and timely adjustment. Consequently, an aggregate amount of
%6,80,700 remains outstanding as on March 31, 2026. The continued carry
forward of such balances is not in compliance with the prescribed guidelines
and may lead to potential risks of non-recovery and misstatement of accounts.
Physical Verification of the Fixed Assets was done during the FY 2024-25.
The obsolete, damage as well as lost assets have not been determined.

As per UPPCL rules, finger impression of every employee shall be re-attested
after every five years of service and every annual increment shall be verified
by the employee concerned. During our verification of the Service Books on
sample basis, above compliance was not available. As informed to us it is not
possible to take finger impression of each employee after every 5 years.
During the audit, it was observed that advances to employees were recorded as
outstanding against materials in various units, with some amounts being
considerably large. Additionally, advances for materials were debited to
Junior Engineers (J.E.s), who later provided details on consumption and
remaining stock balances through JE Stock Accounts in Forms 1S/2S/3S/4S.
The provision ensstry for miscellaneous advances to employees was recorded
in line with DISCOM directives; however, the reconciliation and verification

of such advances require further scrutiny.
HEAD OF ACCOUNT CLOSING BALANCE AS
ON 31.03.2026

28.40100 61,49,879.41

28.40120 71,03,595.00

28.41110 77,222.00

TOTAL 1,33,30,696.41

The Company has not complied with the requirements of Schedule III of the
Companies Act, 2013 and Ind AS. The Zonal Offices lack a structured system
for preparing the Balance Sheet and Statement of Profit and Loss, which are
essential for financial reporting compliance. Instead, only Trial Balances
(MTB) were provided for audit purposes, which does not meet the statutory
requirements under Schedule I1I of the Companies Act, 2013.

Repetitive

Repetitive

Repetitive

Repetitive

)

In Varanasi Zone it has been observed that:-

i. Huge amount outstanding against advance to contractors under AG Code
25 (Rs. 8.50 crore) at the opening of financial year has been
settled/accounted during the year. At the end of the year, Rs. 11.42 crore is

Repetitive




ii.

iii.

1v.

Vi.

vil.

Viii.

given as advance.

The Zone has pending court cases amounting to I 1,12,40,73,559.00,
which could have potential financial implications. Additionally, several
internal auditors have reported that the Fixed Asset Register has not been
updated, which impacts the proper recording and verification of assets.

It has been reported to us that the reconciliation of inter unit balances are
still pending and showing huge amount pending.

There are also several statutory assets and liabilities balances are showing
in the MTB, which needs to be adjusted with HQ IUT GL.

There are several GL codes in SAP having no transaction during the year.
There are opening outstanding balance remain untouched and carried
forward for next year. These GLs are required to be adjusted/settled.
Moreover, more than one GL are opened in SAP-ERP for the same
nomenclature of Income/Expenses/ Assets/Liabilities.

It was observed that accrual-based accounting (Ind AS 1) is not being
followed properly across the Zone, leading to non-compliance with
financial reporting standards and affecting transparency in financial
statements.

As per corporation rules/regulations TI should be opened against the
passed voucher and must be closed within the year. We have observed that
an amount of Rs. 58000/-is outstanding in TI for more than threeyears in
UEDD-I, Varanasi under AG code 24.22010, An Amount of Rs. 2000/- is
outstanding in Permanent Imprest in Books ofUEDD-I, Varanasi under
AG code 24.21010. These amounts need to be reconciled at the earliest. An
amount of Rs. 27,94375.10(GL code 24.21010, GL code 24.22010 , GL
code 24.22000) outstanding as on 31.03.2026.

The detail of imprest is as under :-

GL code Op. Balance Debit Credit Cl. Balance
24.21010 2000.00 2000.00
24.22000 4416883.82 27076219.63 28793978.35 2734375.10

24.22010 92285.00 19560.00 53845.00 58000.00
4511168.82 27095779.63 28847823.35 2794375.10

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive
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