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THE KERALA STATE FINANCIAL ENTERPRISES LIMITED
(A Government of Kerala Undertaking)

Bhadratha. Museum Road, RB. No.510, Thrissur - 680 020, Kerala, India
Ph. +91 487 2332255, Fax. ~91 £87 2336232, wwwilcfe com

Ref. 183ADJCS Date: 09-01-2024

Notice i¢ harely given thet the 53 Adjnumed Anusl Ganeral Meating of the Company will b held at 10 am on Sahwrday the 379 day of Fabruary 2024 sl
KSFE Dighal Busiiess Corire stusied 6t 60 Floor, KSRTC Bus Terminal Complex, Thampanoor, Thinmananatiapuram 696 001 at shortsr nodics %

imnsact the following businses:
ORIHNARY BUIRGRNESS

1. To recolva conpidor and adopt the Direclon’ Roport, tha Audied Balunca Eheot s on 31% harch, 2022 and the Proft and Lose Account for the Year
aried 319 March, 2022 ogather wilh the Audioes’ Regort and the Comments of the Complreller and Auditor Ganeral of India thansan.

2. Todeclern dividand for tha yeer FY 202122

By Order of he Boand of Direciors,

For KERALA STATE FINANCIAL ENTERPRESES LTD,
Sdi-
G35 EML ALEX
COMPANY SBECRETARY
HEMBERSHIP NO. ACS — 46209,

Ragd.Offcs: "Bhadnthe’

P.B.Np.510, Mumeumm Road,

Thrissur, Keob — 880 020,
CIN: UBSSZIKL 10685 GO0N2240
v ol o

1. Amember entitied fo abend and vole at the above mesting is alse antiied o appain & proxy 1o attend and vole Instead of himself and the pray
nisad nart be @ masmbar of the Compary. A form of pmoty n enclosed. A mamber who wishsa to appolr & prosy must rtum the prozy farm duly
tomplebsd 2o a2 1 reach the Regiskesd Offics of the Company not e than 48 hours prior ko the fime for holding the msuting.

2, Arcula mup slong with prominend bedmerk for sty looation b rsach the venus of the Annual Banersl Maating is annountsd wilh T notics of

Annual Ganeral Mesting, i
Route Map o the venus of AGMK: v ’
° i ¢ " Q“
o 4 X 9

Regd.Office: “Bhadratha’, =
P.B.Nc.510, Museum Road, o 2
Thrissur, Kerala — 680 020. s " g
CIN: U65923KL19623GC002249 v rag 1

By Oncler of the Board of Direckors, CS EMIL ALEX

For Kerala State Financlal Enterprises Lid,, COMPANY SECRETARY

MEMBERSHIP NO. ACS-45209
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BOARD'S REPORT
Dear Maembers,
The Board of Directors of your Company are pleased to share the highlights of developments and progress of your
Company since its last report along with audited financial statements, Auditors' Report thereon and comments on the
financial statsments by the Comptroller and Auditer General (CAAG) of India.

Your Directors are pleased to present the 53~ Annual Report and the Audited Financial Statements of the Company for
the financial year ended March 31, 2022.

FINANCIAL HIGHLIGHTS:

Tha standalone financial highlights for the year ended 31/03/2022 are summarized betow:

‘ Financial Parameters for the year ended | March31,2022 | March 31,2021 |
i' | ([®inCoes) |
] Gross Income ' 3656.57 3136.04 i
| Total Expenditure [ 3402.15 3056.11 '
. |

| Profit Before Tax | 254 42 79.93 |
i Provision for Taxes/Deferred tax 148.93 [ 8.47 -i
| Net Profit | 105.49 T4

|

| Other Comprehensive Income (net of tax) (18.72) [ (63.87) ]
| Total Comprehensive Income (after tax) | 86.77 | 7.59 'I
areholder's Equity (Networt : ) "

| Sh der's Equity (N h) 1000.40 983.92 |'
| APPROPRIATION |
| Transfer to Reserve ; 105.21 [ 7145 g
‘ Proposed Dividend | 35.00 ' 35.00 1
| Basic Eamings per Share (inZ ) [face value ¥ 100/~ each] T 86.77 . TTse |

Note. - Previous year's flgures have besen restated whersver necessary, to align with corent year's prasentation
DIVIDEND & RESERVES

The Board of Directors have recommended a dividend of 35% |.e.T 35.00 per Equity Share on face value of T 100/-
each for the year 2021-22 striking a balance between retained eamings and dividend distribution (previous year 35% i.e.
¥ 35 per Equity Share) subjact to the approval of the members in ths ansuing Annual Gensral Meeling. Howsvar, the
dividend as at 31 March 2021 was accounted for as liability in accordance with the then existing Accounting Standard.

A sum of ¥ 105.21 crores (i.e., X 25.44 crores to Chitty reserve and T 79.77 crores to Genarel Reserve) raspectively
had be=en transferred to Reserves as decided by the Board. The Company is expecting a higher growth in business
voluma and profits in the coming years.

RESULTS OF OPERATIONS

KSFE being one of the largest miscellansous non-banking financial institutions in the State providas a range of financial
services to the customers and in a transparent manner, KSFE has 13 Regional Offices, 10 SOT offices and 632
branches across the State to serva its customers. Our Company is in its 83rd year of axisience and is in tha pasl has
mainly focussed on social waifare Schamas, this financial year too.

During tha financial year 2021-22 Company launched Bhadratha Smart Chitiikal 2021, laced with aftractive prizes and
also introduced Gold Loan Schemes at reduced rates viz Ajayya Gold Loan, Soukys Gold Loan and other sodially
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ralevant welfara schamas viz Vidyasree Schema, Pravasi Bhadratha Micro Schama for NRI Ratumeas, Covid 19 Social
Sacurity measuras, Default collaction drive with intersst waiver wara also introducad & CSR fund was utilized mora
affactively to ensura it reaches tha needy and appropriate benaficiary and in the coming years we will ba effectively
utilising CSR Funds in more social secunty schemes for the uplifiment of weaker sections of society so 8s fo provide
best customer services. To develop a competitive edge in the fast emerging financial market we are always in the
process of adopting mnovative technology for improving the oversll quality of our business.

FINANCIAL HIGHLIGHTS FROM FY 2017-18 TO FY 2021-22
(X In Crores)

Hincome & Expenditure

3136 3056

11,

2020-21

2827 5735

1015—2!]

2634 515

e
—
-—.-.___

2017-18 1018-19

ZDZI-II

Your Company achieved a tumover of ¥ 59,323 Crore during the financial year 2021-22as against T 52,762 Crora
during tha financial year 2020-21.0During the yaar your Cormnpany had eamad an aggragate income of ¥ 3657Craras
registenng an increase of 16.60% over the previous year's gross income of 3136 crores and registared a profit before
tax amounting to¥ 254 42crores thereby signifying a year on year growth

The adiivities of tha Company during tha year have resulted in the inllowing direct and indiract benafits to the

Govemmant of Karala.
TEN YEAR DIGEST
(Growth of Selected Variables from FY 2012-13 to FY 2021-22)
(€ in Crores)
Yoars 1213 13-14 14-15 1516 16817 17-18 18-18 18-20 20-1 21-22

Capital & Resarvas | 32442 | 37963 | 44495 | 48037 | 57564 72019 | 85015 | 97633 | 98382 | 1000.40

Turmaver * 17524.00 | 21372.00| 25352.00| 28860.00) A2643.00 | 35306.00 |39166.00[45040.00 52,762 .00/59323.00
Fixad Daposits™ 415171 | 547246| 670819 | 7900.21( 9801.75 10916 11697 |13319.97|16728.30 |18148.84
Profit after Tax 69.89 5988 | 7072 3587 8527 144 41 7778 | 7273 | 7146 | 10549
Branchas {Nos.) 460 501 507 600 568 577 577 577 621 632
Employees (Nos.) 5203 5112 5585 6426 6819 6877 8777 6571 7515 1917
Contribution to

State Exchaquar™ 86.67 117.09 | 14639 8126 10828 B4 46 13046 | 154.30 | 167.88 | 18321

. Tumnover includes total auctionsd sala and loans outstanding but does nof include daposits

“  Fivad deposils includs short e daposit and Chitty Securly Daposit in Trust

“  The contnbution to State Exchequer in FY 2021-22includes-Service charge, Guarantes Commission — € 96.75,
Ragistration & Filing Fas - ® 51.00, Ratas & Taves - € 0.26, Dividand - € 35 and Insurance - ® 0.20 (amount in crores).
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NUMBER OF BRANCHES

At the close of financial year, your Company had 632 branches spread under 13 regional offices. 11 New Branches
staried funclioning during the Financial Year. The Company proposes o open 83 new branches across the Siate of
Kerala in the coming year, Out of these, 32 branches are proposed to be opened as micro satellite branches. By doing
&0, Company intends to provide employment opportunities for the educated job aspirant youth in the State and make its
presence fell in unrepresented areas theraby extending its area of operatlon and Including more and more people under
its ambit thereby expanding the customear base. As envisaged in the previous year, as part of rebranding exercise your
company had already renovated 370 branches across the State as on 31.03.2022. Steps have also been Initiated lo
renovate the remaining branches at the earliest.

CONTRIBUTION TO STATE EXCHEQUER

2021-22 | 2020-21
(€ in Crores)
Guarantee Commission 96.75 73.65
Ragistration & Filing Fee 51.00 5B.82
Rates & Taxes 0.26 0.28
Dividend 35.00 35.00
State Insurance Pramium 0.20 013
Total 183.21 167.88
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CONTRIBUTION TO STATE EXCHEQUER FOR
THE PERIOD 2017-18 TO 2021-22

2017-18 2018-19 2015-20 2030-21 2021-22

PERFORMANCE OF MAJOR PORTFOLIOS OF THE COMPANY

CHITTY

The total monthly sala of the chitties rose to ¥ 2838 crores as against € 2410 crores at the end of previous year
registering an increase of 17.75% .Net increase being ¥ 428 crores during the year under review. Total no of
subscribers also increased o 2347088 during 2021-22 from 2079184 duning 2020-21.

BHADRATHA SMART CHITTIKAL 2021

During 2021-22, a special chitty drive scheme named Bhadratha Smart Chittikal 2021 was launched (from July 2021 to
March 2022) with attractive special incentives / prizes and could mobilize new chitty business sala worth ¥ 763.41
Crores as against annual targeted of ® 758 Crores, Tha benefits offered under this scheme were as follows:

< State Leval Priza - 1 Eleciric Car

% Region Level Prize — 61 Electric Bike & 122 Laptops

< Branch Level Prize — 1 or 2 Gram Gold Coin in each chitty according o duration.

<+ During the scheme pericd, the subscribers who join the chitty will ba granted a loan up fo ¥ 30,000/ on CVL
mode on simple surely basis at 10% interest rate for purchase of laptop or household appliances.
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< Allowad maximum liabllity waiver upto € 25 lakhs.

< Naw chitty loan facility afiar completing 5% of chitty instalimenis.

< Reslaxations In the property security norms will be zliowed.

GOLD LOAN

Finandal Year 2021-22 saw another tumaround in our Gold Loan Business, as the portfolio touched an 2ll-ime high
record of € 28390 Crore from ¥ 2662 Crore during 2020-21. Advertisement campaigns through audio, visual, pnnt end
outdcor media, product innovation and motivation of staff through muttilevel meeting on regular basis helped us to atigin

this feat,

A.JAYA GOLD LOAN

To facilitate financial empowermeant of women, your company introduced Ajaya Gold Loan sxclusively for
women folk for avallment of Gold Loan upto € 25000 loan at nominal interast rate of 5%.

SAUKHYA GOLD LOAN

Your Company introduced Saukhya Gold Loan Scheme for COVID paftients and their relatives’ upto 2 1 Lakh
at concessional interest rate of 5%. Total disbursemant undar this scheme amounts to ¥ 13.42 crores during
the year.

LOANS & ADVANCES
The Company continued to give high importance to its loan portiolio in fine with its social objectives.

The breakup of overall lban portfolio as on 31.03.2022 is as tabulaled below:

Overall Loans & Advances for the FY 2021-22;
| 2024-22 Composition (%) of total
. (% _in Crorss) | loans B

Gold loan 2039.00 32.00
KSFE Personal Loan& Fixed Deposit Loan 1831.00 20.00
KSFE Housing Loan 1615.00 17.00
New Chitty Loan (NCL)&PBL 2690.00 28.00
Others 253.80 3.00

Total 8328.80 100.00

GOLD LOAN

Total gold loan disbursed during the year under review amounted to T 4353 crores and the total oufstanding as on 31st
March, 2022 stood at T 2938 crores as against T 2662 crores for the previous year.

RELIABLE CUSTOMER LOAN (RCL) & FIXED DEPOSIT LOAN (FDL)

Disbursements amounting to ® 1064 crores wers mads under the Reliable Customer Loan Scheme & FO Loan duning
the year under review and the total outstanding as on 31.03.2022 slood af ® 1831 crores as agalnst @ 1781crores as on
31.03.2021.

NEW CHITTY LOAN/PASS BOOK LOAN

New Chifty loans amounting to ® 1977 crores were disbursed during the year and the total loan outstanding as on
31.03.2022 rose to ® 2690 crores as against ® 2270 crores for the immediately preceding previous year.
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NEW HOUSING FINANCE SCHEME

During the financial year under review, disbursement undar the scheme amountad o ¥ 403.77crores. The fotal loan
outstangding induding loans under Housing Finance Scheme as on 312 March, 2022 incressed to ¥ 1615 crores 85
against T 1448 crores for 2020-21 representing 11.53 % growth.

CONSUMER /VEHICLE LOAN

Total amount of advance disbursed during the year under Consumer/Vehicle logn scheme was T 13.71crores. The
outstanding advances under both, Hire Purchase and Consumer Vehicls Loan schemes as on 312 March, 2022 were al
¥ 30.88 crores a3 against ¥ 36.24crores for the previous year.

It could be noticed from the above that the Company’s all major schames viz Chitty, Reliable Customer Loan/FD loan,
Gold Loan, New Chitty Loan and New Houslng Finance Scheme showed Increasing trend vis-a-vis previous ysar. In
short, the net result reflects a betfter posiilon as total advences, dudng 2021-22 rose lo ¥ 9329crores as agaknst
Z 8341 crores for 2020-21, signifying an increase of ¥ 988 crores which translates to 11.85%. The oversll edvance
portfolio includes ¥ 870.68 croras advanced to M/s Kerala Social Security Pension Limited as inter corporate loan.

PRAVASI BHADRATHA MICRO LOAN SCHEME (PBMS)

During the year a new scheme viz Pravasi Bhadratha Micro Loan Scheme (PBMS) was introduced by your Company in
association with NORKA. The scheme was designed to help the NRI's who had refumed home due to the pandemic.
NRI’'s who had returned during the pandemic time was eligidle for an loan amount of INR 5 lakhs at 6% interesi along
with a Capital subsidy upto INR 1 lakh (subject to certain condition) for safting up new ventures/ expansion of existing
facilities etc. During the psriod an amount INR 90.40 crores was disbursad to tha beneficiarias. Outstanding loan
amount under the scheme as on 31.03.2022 was INR 89,39 crores.

VIDYASREE SCHEME

In association with Kudumbasres Mission & State IT department KSFE staried a social security scheme viz."KSFE
Vidyasrae Scheme” In order to provide digital devices like laptops, tablets to children of Kudumbasree members fo
facilitate their online education during the pandemic times. The repayments are arvanged in a systemalic and convenient
manner, 5o that they could pay the instalments with ease. Oplion was also provided to pay lump sum amount to those
who did not wish to buy laptop or tab.

DEPOSITS

The total deposits viz, Fixed Term Deposits under Govemment Guarentee incressed lo T 12,455 crores as on
31.03.2022 as compared to ¥ 11470 crores as of 31.03.2021. The amount outstanding under Sugama Deposits, under
Government guarantes, as of 31.03.2022 rose to ¥ 1251 crores against the pravious year's figure of ¥ 1111 croras.
Short-term deposit increased to ¥ 353 crores as of 31.03.2022 from ¥ 318 crores as of 31.03.2021.

The breakup of the deposit portfolio gs on 31.03,2022 is as under,;

Overall Deposi Portfollo;
2021-22 Composltion (%) of total
(¥ in Crores) loans
Fixed Deposit 12455 89.00
Short Term Deposits 353 2.00
Sugama Deposits 1251 8.00
Total 14,058 100.00

CHITTY DEPOSIT IN TRUST

Chitty Deposit in Trust Schems (meant for prized subscribers which snable them (o deposii amount equivalent to their

future liability in the chitty), stood at ¥ 5341 crores as on 31.03.2022 as agains{ ¥ 4840 crores as on 31.03.2021.

The total deposits of the year ended 31.03.2022 stood at ¥ 18,400 crores as against ¥ 17,840 crores as on 31.03.2021,

reprasenting a growth of 8.75%.
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The company based on the expert opinion received, had not transferred any amount relating to unclaimed matured
deposits beyond 7 years to IEPF in accordance with Section 125(2) of the Companies Act, 2013, Repayment of deposits
accopted by the Company is fully guaranteed by the State Governmenl of Kerala and fells under the category of
axempted depogits read with Rule (2)(1)(c)i) of Companias (Acceptanca of Deposits) Rules, 2014,

COVID 18 -SOCIAL SECURITY MEASUREMENTS UNDERTAKEN
During Covid 18 pandemic,

i)y Exempted default interest of chitty subscribers as well as loanees (excluding Passbook loan & Gold Loan)
upto 23.10.2021 and allowed dividend to defaulted prized chitty subscribers till 23.10.2022.

i} Introduced Aswas 2020 for chronic defaulters of RR & Non RR categories which enabled them to enjoy the
complete remission of penal interest in chitties & loans and considerable reduction upto 90% (depending
on the age of the outstanding) in interest till 31.01.2022 which again extended upto 31.03.2022.

NON-PERFORMING ASSETS

The total dues as on 31.03.2022 stood at T 4174 crores which include RR duaes of T 1082 crores and Noa-RR dues of T
3092 crores respsctively. For the previous yaar, RR dues stood at T 875 crores and Noa-RR dues at T 2723 ¢roces thus
meking total dues as 31.03.2021 to ¥ 3698. The Company has always accorded top priority for preventing fresh NPAs
and for reducing existing default level. Company is giving amphasize o curment action for current defautt policy to reduce
the dsfault lsvel. A multi-pronged strategy comprising effectiva follow op end activaBon of sefllament process for
reducing both RR and Non-RR files is actively followed. By conducting Non-RR Adalathmela we collected ¥ 580 crores
and in RR we collected T 228 crores.

Going forward in FY 2022-23 the Company would be further intensifying its collection drive in order to maximize
collections and minimizing the adverse impact of growing NPAs. The Focus on managing non-performing assets still
continue with special emphasis on current default, technology upgradation via launching of CAMRA, a core solution for
monitoring RR accounts and relief measures like adalat.

RISKS AND CONCERNS

The Company has put in place @ mechanism to minimise operational risks through effective control systems which call
for constant review and an ongoing intemnal audit. Our risk managemaent framework aims at identifying the diverss risks
faced by the Company and come up with approprigte mitigation strategies. Risk is an integral part of the financial/Chitty
business. Credit risk arising out of delinquencies on account of non-performing portfolio, operational risk arising out of
inadequate process or failed controls to predefined processes, liquidity risk impacting flow of funds lo the orgenization
and sector risk arising out of political considerations are some of the major risks faced by evary organization including
our Company.

The risk management function attempts to anticipate wulnerabilities at the transaction level or at the portfolio level
through quantitative examinations of embedded risks.

INFORMATION TECHNOLOGY

During the pericd under review Software for extending loan moratorium to our customers based on tha RBI dlrections
was developed in the Company. A portal for VidyaSree laptops was also developed fo facilitate the distribution of
laptops to the beneficiaries as per the schame.

RIGHT TO INFORMATION ACT -2005

The Right to Information Act introduced in 2005 had entsrad into & matured lavel now and the Company, as in the pasl
is giving utmost importancse to transparency in its functioning and maximum information is made avsilable in wabsite.
Accordingly, over the years an effective system has evolved for complylng with the requlremants of Right to Information
Act = 2005. As required by the Act the Company has designated Assistanl Public Information Officers (APIO), Public
Information Officers (PIO) and Appellate Officer (AO). At branches, 8ranch Managers are Public Information officers for
the Branch concemed and one of the Assistant Managers is designated as Assistant Public Information Officer. At SDT
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Offices also, P10Os and APIOs are appointed. At all Regional Offtces, Assistent General Mangers (Region) ere PIOs end
one Chief Manager/Senior Manager 13 deslgnated as APIO in each Regional Office. At Head Offica of the Company,
following officers are appolnted as PIOs, APIO and Appellate Authordty. The Company Is complylng with the latest

circulars ang directions under the Act.

PIOs and APIO under the Right to Informatlon Act 2005 at HO as on 31.03.2022:

Name Deslignation Department Statues Undaer
RTI
CA S Sarath Chandran General Manager (Finance) Accounts PIO
Dr Lawrance Harold General Manager (Business) I/IC 8usiness PIO
Pramodan A Deputy General Manager (Recovery) | P&HR PIO
Jayaprakasan KV Deputy General Manager (I1A&V) Internal Audit & PIO
Vigilance
Sujetha M T Deputy General Manager (P&HR) I/C | Personal and PIO
Human Resource
Pramodan A Asst. Gen. Manager (Legal) Legal | PIO
Dinesh V S Chlef Manager (IT) IT PIO
Sivadasan K Asst, Gen. Manager (P&B) Planning & PIO
- | - Business L
Madhumohan C K Asst. Gen. Manager (GAD) General PIO
Administration
CS Emil Alex Company Secretary Secretarial PIO (Secretanal)
& APIO for HO
VP Subramanian Managing Director Appellate Officer

According to the provisions of the Act, information should be fumished within 30 days from the dats of recsipt of requeast
in normal cases. If not satisfied with the reply of the PIO, first appeal shall be filed with Appellate Officer (AQ) and 2nd
appeal lles with Informatlon Commissioner. The Company recslved a fotal of 268 requasts undear RTI Act at Haad Office
alone during the year 2021-22.

HUMAN RESOURCES DEVELOPMENT

The entire world was impacted by the COVID-19 pandemic leading (o unprecedented disruptions across sll secions of
iife and KSFE was no sxception. All staff members ross vaflanity to the challengs of keeplng our businass operations
running during this criical period. In line with Government guidelines, we (ook a2 number of proactive mifigating
measures/initiatives for staff benefit, such as reimbursement of expanses incurred on COVID freatmenl, special support
to all ernployees found posltive due to COVID-19, and sanction of Spadal Leave to smployseas on quarantine, to contaln
and reduce the spread of the virus among the staff members. Special leaves were also sancfioned to employees having
children under 1 year, pregnant women etc, Thase measures ensured that the employeses remained motivated and
agulpped to handle the crisls well.

PAY REVISION

As per bilateral discussions with Uniong/Associations and G.O(Ms) No. 20/2021/Taxes dated 18.02.2021 a new long
term setlement was implemented in the Company w.e.f 01.08.2017 for a period of 5 ysars. The major poitions of
arrears related to the seflement were disbursed durng the year.

PROMOTION TEST

As in previous years, the Promotion Test of the ysar 2021 was conduclad in 8 ime bound manner in assodiation with
M/s. CMD and Rani lists were pubtished.

CARE FOR RETIRED EMPLOYEES

Our refired employees are getting meagre monthly pension as less than ¥ 5000/- as pear EPS-895 schems. Company
infroduced a scheme wherein all smployees retired before 31.07.2007 should receive at Isast T 5000/~ as monthly
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income. If EPS pension is less than ¥ 5000/-, the shortfall will be compensatad by KSFE. The schems wes implemented
from April 2020 and accordingly company disbursed € 76,71,216/- for FY 2021-22 to 215 retired employees.

TRAINING

Hitherto classroom tralning was the malnstay of tralning programmes. Oue to the outbreak of Covid-18 pandemic our
normal trainlng programmes were affected badly. However we adapted to the situation and managed to conduct one
day online induction training programme for 377 newly joined Junior Assistents. We also conducted en online
awareness progremme on KSFE-Norka Roots Pravas! 8adhvathe Micro Scheme for AGMs and Branch Managers.

RECRUITMENTS
The Company mads a total number of 978 appointments in various entry cadre posts during the FY 2021-22,

MAN POWER

As on March 31, 2022, the Compeny had 7917 personnel on its rolls. Cadre wiss bregk up is 85 under:

Humsn Resource as on March 31, 2021(/n Numbers)

Cadre Male Female Total
Officers 1405 955 2280
Assistants 1438 2642 4081
Office Attendants 386 483 849
Part Time Sweapars 236 381 827
Total 448 4471 7917

The total staff strength of the Company as on 31st March 2022 was 7817 numbers comprising 2360 Officers, 4081
Assistants and 849 Subordinate Staff besides 627 Part-Time employaes. Out of the total wordorce, the reprasentaton
of women is over 56%. Furthermore, the womean employees in our organization are spread across all levels of the
hierarchy.

DIRECTORS

The Board of Directors of Company comprses 15 Directors induding Chaimman and Managing Director, as on
31.03.2022. There were changes in the Board during the period under review.

Government vide GO (Rt) No. 484/2021/Taxes dated 22.07.2021 had nominated Mrs Sini J Shukkoor, Additional
Secretary (Taxes) as director in place of Mrs Geetha K, Director who superannuated from senvice. Further Govemment
vide GO (Rt) No. 593/2021/Taxes dated 02.09.2021 had nominated Mrs BS Preetha, Addltlonal Secretary (Flnance) as
director in place of Mrs Mini VR, Director.

Government vide GO (MS) No. 83/2021/Taxes dated 06.12.2021 has appointed Mr K Varadarajan, as Chairman of the
Company in place of Adv. Peelipose Thomas.

CHANGE IN KEY MANAGERIAL PERSONNEL
There were no ather changes in Key Managerlal Personnel during the FY 2021 — 22,

COMPLIANCE DEPARTMENT

The Company has ingtitutionalized a strong compliance colture and mechanism across (he Company, under its strategic
goals of trangparency and tust, among all its stakeholders. The Company Secretary is responsible for ensuring
compliance with varlous Acts, Rules and regulations, espedlally the Companlas Act, 2013. One of the kay funcllons of
this department includes, dissemination of key regulatory updates affecting the various business verticals of the
Company, review of processes from a regulatory compliance perspective, guide on compliance-relaled malisrs, among
others.

INTERNAL AUDIT & VIGILANCE

There Is a system In place for audifing all of the company’s branches on a reqular basls. The company has 27 teams
that undertake routine branch inspection at regular intervals. In addilion (o the aforemenfioned we have formed
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Prevantive Vigilance Squad with six managers for the enlire State in ordar (o carry out surprise inspections and specizl
investigations at its branches.

Intemal audits at all branches (100%) for the reported year (2021-2022) have been duly completsd. Furtheimore, the
audits for the FY 2022-23 are progressing seamlessly. The company is taking continuous steps to improve the control
system and to prevent occurrence of fraud/iregularities. It has continued its efforts o align all its processaes and controls
with bast practices.

The company is committed to develop a culture whersin it is safs for all employses o raise concems about any
unacceptable practice or any event of misconduct. Accordingly, the Baard of Directors had formulatad 8 Whistla Blower
Pollcy which complles with the provislons of Section 177 (10) of the Companies Act 2013, The policy providas for a
framework and process whereby concems could be rzised by its employses against any kind of discrimination,
harassment, victimizetion or any other unfair practice being adopisd against tham. Mora details on the Vigil machanism
and the Whistle 8lower Policy of your Company has been outlined in the Corporate Govemance Reporl which forms
part of this report. The "KSFE Whistle Blower Pollcy” can be accessed on the Comgpany's website et the links:
hitp://ksfe.comswhistle-blower-policy/

DIRECTORS' RESPONSIBILITY STATEMENT
Pursuant to the requirements of Sec.134 (5) of the Companias Act, 2013, the Board of Direclors hersby declaras thal:

{a) In the preparation of the annual accounts for the financial year anded31st March 2022, the applicable accounting
standards were followed along with proper explanation ralating to matarial departures;

(b} The Directors had selected such accounting policies and applied them consisiently and made judgmenls and
estimates that are reasonable and prudent so as to give a true and fair view of the stata of affairs of the Company
as at the end of the financial year 2021-22 and of the profii and loss of the Company for that period.

(¢} The Directors have taken proper and sufficient care for the maintensnce of adequate accounting records in
accordance with the provisions of the Companies Acl, 2013 for safeguarding the assets of the Company and for
preventing and detecting fraud and other lregularites.

{d} The Directors had prepared Annual accounts for the financial ysar ended 318t March, 2022, on 2 going concem
basis

(8) The directors had devised proper systems to ensura compliances with tha provigions of all applicable laws 2and that
such systems were adequate and operating effectively and that

() They have laid down intemal financial controls to be followed by the Company and such intemal financial controls
are adequate and operating sffectively;

AUDIT
> STATUTORY AUDIT

M/s. K Varghese & Co., Chartered Accountants, Kollam were appointed as Stalutory Auditors for FY 2021-22, by the
Comptroller & Auditor General of India (C&AG) for Corporate Office, Auditors of Branches under Thrissur Region
and Rsgional Consolidation of accounts of 13 Raegional Officas. They will hold office il conclusion of the ensuing
Annual General Mesting. C&AG have appaolnted M/s K Varghase & Co, Chartarad Accounlants, Kollam as Statutory
Auditors for the year 2022-23 too.

The Statutory Auditors have been paid a total remuneration of INR11.27 lakhs towards audit fees, certification and
other services. The above fees exdude taxes, reimbursement of lravelling and out of pockel expensges.

> BRANCH/REGIONAL AUDITORS
The following firms of Chartered Accountants wers appoinied by Complroller and Auditor Gensral of India as
Branches/Regional Auditors for the year 2021-22.
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SINo | Name of the Audltors Branchas/Reglons

1 PAULSON & CO, (SR1411), Auditors of Branches under Emakulam Region,
37/2830, Main Road. Deshabhimani Junction, | Regionsl Office and Regionsl Consolidation of
Kaloor Emakulam, Kochi — 682017, Keralg BCCOUNS

2 ANANTHAN & SUNDARAM (SR0255) Auditors of Branches under Trivandrum Region,
123,SIVAKARTHI, SANKAR NAGAR, Regional Office and Regional Consofidalion of
NEERAMANKARA, KAIMANAM P.O accounts
THIRUVANANTHAPURAM — 695040, KERALA

3 B S J & ASSOCIATES,(SR1872) Auditors of Branchses under Kozhikods Region,
1st Floor, Amar Villa, Near Malayala Manorama Reglonal Office and Reglonal Consolidalion of
Office , Wayanad Road, Kozhikade- 673011 accounts

4 KRISHNAN RETNA & ASSOCIATES, Auditors of 8Branches under Kollam Region,
(SR2281),TC 37/1510 - 133 Regional Office and Regional Consofidation of
Flat No 201 Nandinl Garden Fort PO, accounts

| Thiruvananthapurarm = 695023, Kerala o - B o ]

5 ABRAHAM & JOSE ,(SR0091) Auditors of Branches under Kottayam Region,
First fFloor, Rajeswari Complex MC Road. Regional Office and Regional Consolidation of
Perunna, Chenganassery, Kottayam Dist. accounts
Changanassery - 686102 _ ]

8 BABU A KALLIVAYALIL & CO (SR0783), Auditors of Branches under Kannur Region,
P.T. Usha Road, Manchu Complax, Emakulam, Regional Offics and Ragional Consolidation of
Kochi-682011, Kerala accounts

7 PAULSON & CO, (SR1411), Auditors of Branches under Emakulam Region,
37/2830, Main Road, Deshabhimani Juncfion, | Regional Offica and Ragional Consolidalion of
Kalaor Emakulam, Kochi — 682017, Kerala acoounts

8 RANJITH KARTHIKEYAN ASSOCIATES (SR1018) | Auditors of Branches under Attingal Region,
12/654 Pranam Thampuranmukku, Regional Offices and Regional Consolidation
Vanchiyoor.P.O., Thiruvananthapuram -685035, of accounts
Kergla

9 ISAAC & SURESH,(SR0722) Auditors of Branches under Alappuzha &
55/324, Padmasree, South Bridge Avenue Road, Kattappana Regions, Regional Office and
Panampilly Nagar, Nagar, Kochi , Kochi- 82035 | Regianal Consolidation of accounts

10 JACOB & GEORGE (SR0743) Chartersd Auditors of Branches under Malappuram
Accountants, BB Complex South Bazar, Kannur- Region, Regional Office and Regional
670002, Kerala Consolidation of accounts

11 K VENKATACHALAM AIYER & CO (SR0012) Auditors of Branchas under Palakkad Region,
NO.30, Aadarsh First Floor Indlranl Nagar , Near Ragional Office and Ragional Consolidation of
Chunnambuthara Vadakkanthara, Palakkad - accounts
878012

12 DHAN & CO (SR0312) Augditors of Branchss under Pathanamthitta
T.C.4/1274 Krshna, Kuravankonam, Region, Regional Office and Regional
Thiruvanthapuram 695003, Kerala Consolidation of accounts

The fess paid to Branches / Regional Auditors towards audit faes, certification and other services was INR 98.75
lakhs. The above fees exclude epplicable taxes, reimbursement of travelling and out of pocket expensas.

> SECRETARIAL AUDIT

The Board had appointed M/s SMS & CO LLP, Practicing Company Secrefaries, Thrissur, o conduct the Secretarnial
Audit of the Company for the year 2021-22. The Secretarial Auditor in his raport have stated that during the period
under review the Company had complied with the applicable provisions of the Acts, Rules, Regulations, guidelines,
standards except for those observetions mentioned in Secretsrial Audil Report, which is appended as Annexure-Il.
The reply of Management to the observations of the Secretarial Auditor is attached as an addendum to Direclor’s

report.
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Audltors’ Report on the annual accounts for the financlal year 2021-22 Is appended lo this repot. Reples to
observations of Statutory Auditors are attached as an addandum to this reporL

Ouiing the year 2021-22, there has not baen any fraud reported by the Statutory Auditors of the Company.

> COMMENTS OF CAAG ON THE JOINT STATUTORY AUOITORS' REPORT ON THE CONSOUDATED AND
STANDALONE FINANCIAL STATEMENTS FOR THE FY 2021-22

The Comments of Comptroller & Augditor General of Indla (CEAG) and rephes thereto forms pair of this report ang
are attached as ‘Annesure- IV'.

CORPORATE SOCIAL RESPONSIBILITY (CSR):

KSFE is committed to the Communltles sround Its business and far beyond through lis CSR Inlttatives. The Company
meticulously took care of its social responsibility and apent INR1.47 crores during (he financial year 2021-22.

Annual Report on CSR activities induding the composition of CSR Committee is anclosed as Annexure-lll to the report.
The detalls of the CSR policy, projects and programmes ere gvellable on the webslte of the Company on at
https://www.ksfe.com/csr

PREVENTION OF SEXUAL HARASSMENT AT THE WORKPLACE

The company has zerc tolerance approach towards any action on the pant of any axecutive 7 employee which may falt
under the ambit of ‘Sexuat Harassment' at workplace, and is fully commited to uphold and maintain the dignity of avery
woman staff working in the Company. An Intemal Complaints Commiitee (ICC) has been sef up (o radrass complaints
received regarding sexual harassment. The Committee provides for protection agalnst sexual Harassment of women st
workplace and for prevention and redressal of such complaints. All the smployses (permanend, contrectual, tlemporary,
trainees) are coversed under this policy.

During the year under revlew one such case was filed pursuant o the Sexual Harassmenl of Women at Workplace
(Prevention, Prohibition and Redressal) Ad, 2013.

Numbar of complaints panding as at the beginning of the financial ysar - Nii

Number of complaints filed during the financial year -2
Number of complaints pending as at the end of the finandial year -1
Nature of action taken by the smployer -Administrative/disciplinary aclion taken.

i!ELATED PARTY TRANSACTIONS

There had been no related party transactlons batween the Company and the Olrectors, the Managemeni or the retatives
except for thase disclosed in the financial statements. Accordingly, particulars of comradts or arangements with related
parties referred to in Section 188(1) along with the justification for antering into such contract or arangamsant in Form
AOC-2 doss not form part of this report.

MEETINGS OF THE BOARD

During the financial year 2021-22, Board of Directors met on elaven occasions, the details of which are given in tha
Comorate Governance Report. The Intervening gap between the meetings was within the perod prescribed under the
Comgpanies Act, 2013.

PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS

There are no transadtions of Loans, Guarantses and Investmenis covered under (he provisions of Seclion 186 of the
Companies Act, 2013.
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PARTICULARS REGARDING CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN
EXCHANGE EARNINGS AND OUTGO PURSUANT TO SUB SECTION (3} (M) OF SECTION 134 OF THE
COMPANIES ACT, 2013

The particulars relating to energy congervation, technology absorption, foreign exchange eamings and outgo es
required to be disclosed under section134(3) (m) of the Companias Act, 2013 read with Rule 8 of the Companies
(Accounts) Rules, 2014, your Company had not engaged in any activity relating to consumption of energy or technology
absorption. Your Company has undertaken varous initialives for snergy conservation af its premises, though the
operations of the Company are not energy sensitive, all ettampts are being mads to reducs energy consumption to the
maximum extent possible. Howevar, the Company follows g practics of purchasing and using enargy efficient elegtricat
or slectronic equipment end gedgets for its operations. Additionally, optimal use of tschnology may slso lead to
substantial conservation of energy. We further report that thers ware no forsign exchange samings and outpo during the
year.

REPORT ON CORPORATE GOVERNANCE

Company recognlzes the Importance of good corporste govemance. The endeavor of the Company is nol oniy to
comply with the regulatory requirements but also to practice good Cosporate Governance thet lays strong emphasis on
Integrity, transparency and overall accountablllty. A separate section on Corporate Governance ks annexed to and forms
part of this report.

ANNUAL RETURN

Pursuant to sub-section 3(a) of Section 134 and sub-section (3) of Section 82 of the Companias Act, 2013, read with
Rule 12of the Companies (Management and Administration) Rules, 2014 the exiracts of the Annual Return as at March
31, 2022 Inform no. MGT-9 is attached separately as Annexure .

MANAGEMENT DISCUSSION AND ANALYSIS REPORT

Management Dlscusslon and Anslysis Report Is attached (o and forms an Integral part of tha Raeport of the Board of
Directors.

MATERIAL CHANGES AND COMMITMENT AFFECTING FINANCIAL POSITION OF THE COMPANY

Thers are no material changes affecting the financial posifion of the company which have occurrad between tha end of
the financlal year of the company to which the financlal statements relate and the date of the report.

REGULATORY OR COURT ORDER:

There have been no significant and matsrial orders passead by the regulators or courls of tribungls impacting Company’s
going concern status and Company’s operations in future.

ACKNOWLEDGEMENTS

The Board of Directors place on record their sincere appreciation for the support and co-operation exiended (o the
Company by the Government of Kerala particularly Taxes (H) Oepartment, the Reserve 8ank of India, various
Departments of State Governments and Statutory Auditors. The Directors would also like to place on record their
appreciation for the continued co-operation and support received by the Company during the year from bankers,
advocates, business associates, members, customers and other stakeholders. Your Directors recognize the pafronage
extended by the valued customers for the products of the Company and promise (o provide them the besl satisfaction.
The Board would like to express its sincere appreciation for the dadicatad efforts made and valuable servicas rendered
by all the employeas collactively and concertedly as a team towards the Company's achievements dunng the year 2021-
22,

For and on behaif of the Board of Directors,

Date; 09-01-2024. Sar sd-
Place: Thrissur K Varadarajan Dr Sanll SK
Chalrman Managing Director Lic

DIN: 08157456 DIN: 09611727
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COMPANY’S REPLIES TO STATUTORY AUDITOR'S OBSERVATION [N THEIR REPORT

ADDENDUM TO THE DIRECTORS' REPORT

Polint
No.

Statutory Audltor's Observatlons

Company's Ramarks

1

The company follows the practice of
recognising the income by way of forfeited
veethapalisha only after the respective
chit is terminated and all the arrgars are
seftled. Accordingly, a sum of 1,55,830.44
lakhs has been accumulated as ‘unpaid
veethapalisha’ and classified wunder
Finance payable-Chitty/Kuri under ‘other
financial liabilities. The above balances
includes forfeited veethapalisha
amounting to Rs.13,777.19 lakhs relating
to the forfeited chitty tickets, which in any
way, does not relate to the arrears
outstanding under such chits. Hencs, in
our opinion, the company ought to havs
applied the principles of Ind AS 115 for
the recognition of revenue fram the chits
and accordingly, the above balances in its
entirety, should have been recognized as
income as soon as the stage wise
performance obligations have been
satisfied by the customer. This violation of
the principles of Ind AS 115 has resutted
in overstatement of the ‘other financial
liabilities and understatement of the
‘revenue from chit fund operations’ under
revenue from operations amounting to
Rs.13,777 .19 lakhs,

Chit subscribers can bs categorized into two — prized &
non prized. A non prized subscriber is entiled for
veethapelise aven if he defeults in timely remittance of
his dues and pays subsequently alongwith intsrest. On
the othesr hand a prized subscrber is sligible for
veathapalisa only if he remits his instaliment within the
due date. If he fails to pay on due dats, the veethapalisa
gets forfeited. Both, Chit Fund Act 1882 and erstwhile
Kerala Chitties Act 1875 clearly stipulate the entitlemnent
of a foreman. Foreman is entiied only for foreman
commission al speciied rale end interest/penalty
charged on delayed remitlance. Thus foreman is not
entitled to forfeited veethapalisa and the same is a
Kability for il.

Under erstwhie Kerala Chitlies Act 1875, we had been
treafing forfeiled veathapalisa as lizbility in the accounts.
Even though the Incoma Tax Department loo accaptad
tha contention thal the same is a liability, howsver as the
samea was not getting distributed Department was of the
view thal the same needs (o be trealed as income
accotding the principle of unjust enrichment. We
contgsted the stend and ultimetely offerad forfeited
veathapalisa for (axalion by following ‘realizalion
method™. Under raalizaion method, sach chit is
considered as a separate scheme and can be
considered as closed only when the enfire dues therein
gel collected. We were offering forfeited veethapalisa
under sach chit as income only after sstting off the total
dues collactable under that chit. In other words, only the
(nat) forfeilod veoothapalisa was being offered for
taxation.

Kerala Chitties Act 1975 was replaced in 2012 by Chit
fund Act 1882. Under the new Acl, forfeited
veathapalisa was being offsrad as incoms under
‘realization method® on termination of the chil after
reducing the oufstanding default under respective chit,
This policy was recommended by Audil Committee and
subsequentty approved by the Board.

It may be noted that ITAT in its Order No0s.328-
328/Coch/2013, daled B8/8/2013 clearly spacifies thaf
undistnbuted veethapalisa and the amount due from the
defauling subscriber can be ascertained afler the
completion of the time penod of each chit. Further, as
per judgment of the Madras High Court in the case of
M/s.Shiiram Chits and Investment Pvt. Ld. V/s Assistant
Commissloner of Income Tax (DTR 144), If Is deary
specified that “Every chil being an independent
ransaction involving a series of acliviies and

19 ) ANNUAL REPORT 2021-22.




O KsFE

susceptible (o uncertainbes in the payment of
subscription, the revenue recognition from the business
become determinable only 2t the end of 2 particuter chit
trensgéction end, therefore, the Company is justfied in
tollowing the completed contract method lo amive at
income while following mercantlie sysiem of accounting
In respect of expenditure.

Rk may also be noled that the Conservatiam principle
states thal gains should be recogaized only if the
occurrence is cedein, whereas all potential lossas, even
though with 2 remote chance of occurrence, heve to be
accounked for. As the calculation involves datermination
of auction discount forfeited from the subscribers as
reduced by the default under respective chitbes, the
amount to be recognized as revenue is correctly
ascertainable only on termination of respective chiities.
Ind AS 115 Revenue from contract with customers para
44 states that “ An eatity shall recognize reveaue for 2
performance obligation satisfied over tme only if the
enlity can reasonably measure ifs progress fowards
completa satisfaction of the performance obligation. An
entity would nol be able to rsasonsbly measurs its
progress towards complete satisfaction of o
performance obligation if it lacks reliable informalion thal
would be required to apply 8n appropriate method of
measuring progress”.

The Company decided to recognize the forfeited
veethapalisa a5 income at the time of tamination of
chitties after reducing the default under respective chit
vide Resolution No 8738 of 464 th Board meeling. il
may be noted that the same practice was followed by
the Company consislenfly from the introduction of The
Chit Fung Act, 1982 and being conlinued even after the
migration lo Ind AS during FY 2018-19. It may also be
noted thal our books of accounis gefs audited by
different statutory audifors and  subsequenfly
supplementary audit also gefs carmied out by C&AG and
there were no adverse comments related (o this method
of recognition of income. It ig also worthwhile b note
that Income Tax Departmeni had zlso not questoned
the aforesaid mathodology. If the Company recognized
the forfeited vesthapalisa as income before termination
of chitty, it will be against the conservatism principle and
rasolt in ovarstaternent of income. It may also be noted
that the default occurs in chits during the enlire period of
each chil is not ascsrtainable. (f a default occurs in
future perod aftar recognition of forieltad vesthapallsa
as Incoms, tha Company will hava fo racognize thls loss
In profit and loss accounl and It may leag to dispute with
Inoome Tax Department sobsequantly.

2 Un-reconciled balances/suspensa

accounts

a QOther non-financial assets include a sum
of 17,067.62 Lakhs bsing the nst
balances of all un-reconciled inter
branch/region/head office accounts. We
are informed that thess ‘balances are the
net balances of wvarious inter-branch

It Is submifted that Rs.170.67 crores as shown In (he
Audlt raport malnly comprises 3 major categores viz.
Haad Offica Cumment Accounts, Reglonal Office Current
Accounts and Miscellaneous HOC accounts.

Firsi calegory (Head Office Cumenl Accounts)
comprises the following heads viz. Head Office Current
Alc (Gensral), Head Office Coment Alc (RR), Head
Office Cument AJc (RR Collsction), & ROC RR upto
2018-20. It basicelly reprasents lransaclions befween
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accounts’ carried over from all the
branches of the company and most of
the balances are outstanding for very
long and no reliable information is made
available to us. On a prma facie
verfication, the above balances include
every longoutstanding balances and the
lack of proper and prompt reconciliation
of these balance poses serious
challenges in terms of both finandial and
operational risks including the risk of
delay in detection of potential frauds,
misappropriation and srors in financial
reporting, If any.

s With respect to ‘Other non-financisl
liabilities’ the carrying amount includes a

sum of B880.81 lakhs being the
unreconciled balances in teminated
chits,

= The camying amounts of ‘other financial
liabilities® and ‘provisions’ include
34,152.97 Lakhs and B.09 lakhs
respectively, being the net balances of
unreconciled suspense accounts, the
nature of which is not ascertainable. Tha
impacts of such balance on gross or net
basis on the financial statements are not
ascertaingble. The amounts are
significant and likely to have the effect of
material overstatement of financial
liabilities.

HO - branch and the net belance under these accounts
smounts to Rs 8.80 Crores. We cannot stale these
figures as unreconciled as meking entries in these
heads and raconciliation of the same is 8 continuous
and an ongoing procass.

Second category |.e. Reglonal Office Currant accounts
comprises the  following heads viz ROC
South/North/Cenlral, Regional Office Current Account,
New Regional Office Cument Accounl, Federal
B8enk/OLB RO Collection/Disbursement Accounts, net
belence of which comes o Rs.157.98 crores alongwith
R8.3.48 crores under ROC (KVS) lhe balance under
which will be glmost nulified soon. It besicelly
represents lrangactions between RO - RO, branch -
branch and brench - RO.

In this connection it may be noted that for fecilitating
trensactions and transfers between reglons an account
head via. ROC SouthMNorh/Central was created
decadss back. Subsaquently, due to difficulties in
reconciliation, (he aforesaid head was replaced by
Regional Office Cument Account, which again was
replaced by New ROC during 2002-03. Though
reconcitiation of lhe (hese two heads viz. ROC
South/North/Cenlral  and  Regional Office Cument
Account is a difficult task, due to elapse of lime, eamast
efforts for recondlling the sams is being made. Now we
have revamped the process of reconciliaion by
ongaging additionsl dadicaled taams al branch lsvel to
completa the task In a ime span of two-three months.

The (hird catagory comprises tha following heads, viz.
Head Office Cument A/c(IB), Haad Office Cument Alc
(18C), Inter Branch Suspense, Inter Branch, ROC E
Collaction/Direct E Collaction, ROC/HOC Express
Monay, HOC (WUMT), HOC (VDLS Subsidy), HOC
OVS etc. The net balance under (hese accoun(s
amounts to Rs 0.20 Crores.

The company has recognized provision for
losses on fraud/miss-appropriation
amounting to Rs.1159.74 Lakhs for the ysear
in which Rs.538.07 Lakhs, represents 50%
of the aggregate amount involved in the
instances of fraud/miss-appropriation
instances occurred during last 6 months of
the reporting year. In our opinion non
creationof provision for balance 50% in
respect of the fraud reported for less than 6
months during the year has resulted in
overstatement of assets and overstatement
of profit for the year amounting to Rs.538.07
lakhs.

As per the policy consistently followed by the Company,
for any fraud or misappropiialion identified during lhe
yesat, provision was being created @20% of the amount
Involved. Subsequently the same was Increasad to 50%.
It may be notad thai from FY 2021-2022 onwards, we
have blfurcated frauds Into two categores, frauds < six
months and frauds > six months. The Company, as a
matter of prudence, has made a provision @ 100% for
outstanding frauds not recovered beyond six months
and provision @50% for unrecovarad frauds up (o six
months. It may be nofed that Provision is created on
frauds as reported by our internal audit wing.

For any fraud/misapproprirtion committed by
employeas, the loss would be recovered from the
smployee concemed either from sglary or terminsl
benefil after complseting enquiry and disciplinary aclion.
In case of fraudimegulariies committed by public,
agents, efc. the company ascerlain losses through
special audit and appropriate action including legal
action end revenue recoveary action is initialed to recover

21 ) ANNUAL REPORT 2021-22 .




O KsFE

the losses, It may also be noted that the subsequent
ecovery ageinst the fraud/misappropriation is not
getting adjusted against the provisions, the provision
@50% created by tha Company is much higher than the
50% provision initially created.

Company proposes o provide 100% provision for all
reported fraud/misappropriation from FY 2022-23
onwargs.

In respect of some branches, the company
has not correctly accounted for the impact of
the unidentlifled credits and deblts In the
bank accounts and tlme-barred and
dishonoured cheques, which are long
outstanding and kept pending In the
bank reconcillatlon. In our opinion, the
company ought to have reversed such
balances to the respective personglparty
accounts, thereby reversing the transacfions
from the bank accounts. This could have
resulted in the understaiement or
oversiatement of the balances accounted
under ‘Balance with

Banks/Treasury’ and corresponding
personal account. In the absance of
sufficlent Information, we are unable fo
comment the Impact of the same on the
financlal statement of the company.

We are taking alt efforts to minimize unidentified debits
and credits in the bank pass books. Howsver, certain
cuslomars transfer their chithoan installments directly to
branch bank sccount withoul Bdequats detsils and
hance the branch cannot identify the account concemed
and transfer the amounts. Moreover due to some emors
from the slde of banks, certaln unwanted credits and
deblts appear. When branches prepare bank
reconciliabon statements, thase amounts arme kept in
credit as unidentified credit and reconciliation is carmried
out, some unidentified dablts are also seen notad In the
accounts due to some charges which would be revarsed
subsaquenlly. Later on Menlifying (he customer
accounts or details of such creadits, branchss transfer the
amount lo chiftyloans or agdjost (he same fto the
approprials heads.

As panl of our annual dosing instructions for FY 2022-
23, we have already issued directions fo fransfer
unidentified credits beyond 3 months (o Miscellaneous
Income and unidentified debits beyond 3 months to
Miscellaneous Expense (with pnor approval of AGM
Regions). Also in the case of cheques unpresented/
unrealized beyond 3 months, sfrict directions have been
given lo reverse the same withou fail.

Even though efforts have bean taken lo sliminate such
cases complefaly, some cases stl remaln. It may be
noted that soma prograss could be altgined in this
regerg which rasulted In raduction of tha same. Il Is also
brought to King aftanlon that only 4 out of 13 reglonal
auditors had reported the sama for FY 2021-22

The company has classified the ‘Amount
Recoverable from Prized Subscribers’
amounting to 27,73,866.16 Lakhs as loans
under financial assets measured af
amortized cost. As per the provisions of Ind
AS 109 'Financial Instruments' read with Ind
AS 107 and 32, income from any financial
asset measured at amortized cost shall be
measured using the effective interest rats
method, by applying the effective interast
rate (EIR) to the gross carrying amounl of
the asset. This accounting treatment,
according to the company managemeni is
not practical 1o the business modsl of the
company and hence has not been followad.
In the absence of adequate information,
we are unable to comment on tha impact
of the sama on the financial statements
of the company.

The amount recoverable from Prized Subscribers
amounfing to Rs.27,927 Crores includes various heads
of account viz, prized collection, piricheduppu, prize
amount paid, prize amount paid in advance, amouni
receivable from subscribers in terminated chifly atc. As
per Ind As108, Effective Intarast Rate (EIR) is the rata
that axscly discounts the expactad future cash receipts
through matunty (o the nat camrylng amounl at Initial
recognition. Amorlized cost mathod involves cglculation
of prasent velue of all fulwure cash flows expected
throughout the life of financlal assets af the pravalling
rate of intarest. The future amount recoverabls from ths
prizad subscribars will nof be known in advance as il is
impracfical to agcsriain the probable defaalt in vanous
chitty which may occuor during (he antire future tenure of
the chit. It may bs further noted that the avditors have
stated to measurs only the amouni recovsrable from
prized subscribars at EIR. Howsver, thera Is a
commasponding Uabllty agalnst the head “Amount
recoverabls from prized subscribers® i.e, Finance
payable —Chifty/Kur which reflects, amounts dus to Non
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Prized Subscribers amounting to Rs.25946 Crores
which has not been considered by the audlitors. . The
head mainly includes non-prized collections, auction
veathapalisg, focfeled veethapelisa prize monay
payable, removed subscriber's contiibution elc.

The smouni rgcovereble from prized subserbers and
amount due to non prized subacabers shown ssparatsly
is only for disclosure purpose as per Ind AS 32. Chilty is
a vaique product and cannol be equated to loans. We
are also nol sware of sny chit compsany (hat has
migrated to Ind AS 8nd thers is no specific moddl for chit
business for measuring the same using effective interest
rela (EIR), thug compliance with the seld observation is
impractical. The sald suggestion that £IR worldng has to
be calculgted and compared with tha prasant method is
also not possible as calculation under EIR could nat be
gone due 1o reasons mentioned above.

Company has not transferred the entire
amount of the contribution raceived from
removed  subscribers amounting to
17,183.04 Lakhs to a separate bank
account, which is in violation of Section 30
(1) of Chit Funds Act, 1882. This has
resulted in non-compliance with the
provisions of Chit Funds Act, 1982, The
impact of this non-compliance for the
purpose of standards on auditing 250 (SA
250) in the balance sheet is unllkely to be a
material misstatemant except for likaly
penaltles Imposable for non-compllance.

Under erstwhile Kerala Chitty Act,1975 we had not been
transfarring amounts dus to Removed Subscribers in
separata bank account and the same practica continued
aven 2ftar inttoduction of Chit Funds Act 1882,
Generally no complaints dispuling amounts due were
received and as the process of accounting and repaying
RSC wars well transparent. However, Annual Statement
detailing amounts outstanding under hesd Removed
Subscribers Contribution i8 being preparad and gets
audited by branches as a part of annual dosing of
accounts each financial year.

It may be nolad thal Section 30(1) of Chil Fund Act,
1982 stpulates deposlt of Removed Subscrivars
Contribution in an idenfifiable account with an approved
bank. We had sought exemption from this provision
which was nof favourably considered by Gok.
Subsequantly we have sought pemmission from GoX fo
daposlt RSC due with Governmenl Treasury Instead of
Bank account, reply of which is slill awaitsd. As soon as
the above approval is received, necessary steps woold
be inifiated to comply with tha gabave directions.

The role of the company as an agent of
Government of Kerala in respect of Revised
Bhadratha Social Security Scheme (RBD)
on the commission basis. The scheme has
been discontinued; however, the Social
Security Scheme (Revised Bhadratha)
account shows a net balance of 1491.70
lakhs due to pending reconciliation. n the
absance of confirmation and reconciliation,
the impact thereof, if any on the financial
statements is not ascertainable at this stage.

Bhadratha Social Security Scheme (since discontinuad)
was a2 scheme of Govemment of Kerala during
November 1977 i which the Company has been
appointed as tha ggent for running lthe scheme. The
schame was operated by the Company through it's
various branches spread through out the State. Since
the schems was introduced by Gowvt of Kerala, prior
sancfion of Govt i3 required for seftling the account.
Balance under the qroup “Socisl Secunty Schems
(Revised Bhadratha)” comprisas the following heads:-
+  Ravisad Bhadratha Deposii

Inisrast on RBD payable (o Govt

Interest accrued on RBD

Treasury Saving Bank Accounts

Bhadratha Int. accrued and recelvable

Govemmesnt

Commn. Recsaivable from Gou

Treasury Resumptions
Even fthough the aforesaid scheme has been since
discontinued, some of the deposits along with the
interast need o be still refunded and as such thers is

from

23 ) ANNUAL REPORT 2021-22 .




O KsFE

outstanding balance in this account. Statement of
Revised Bhadratha holders forms pan of our closing
financial ststements, which confirm the balance in the
Gensral Ledger accounts with persongl sccounts of
RB0O holdsrs. Amount in respect of this account is lying
in separate Treasury Accounts held by branches. As
these amounts were collected on behalf of GoK,
periodical resumplions by Govermment from these
gccounts  happen. Necessery instruction has been
issued to brenches o loceta RBO holders to the
maximum extent possiblea lo repay the deposits.
Underying Treasury Accounts are glso gstling
reconcited periodicalty. Amounts paysble to Governmant
will be satlad in consuitation with GoK. Thus lhere is no
unreconclied amount under this group &s stated by
audil.

Non-transfer of the unclaimed matured
deposits to Investors Education and
Protection Fund (IEPF), pursuant to the
Section 125 of the Companies Act,2015. -
Emphasis of matter

We are accepting deposits (Fixed Deposits From Public,
Short Term Daposits 8 Sugeme acoounts) from public,
repaymant of which ig guarenteed by Govemmenl of
Kerala, againsi which we are paying Guarantee
Commission o Govermment of Kerala.

Earlier we had been fransferring undaimed matured
deposits beyond 7 years (o 1EPF. However, we had
dispenssd with that practice basad on the expert opinion
received which stated (hat as per Rula 2(1)c)-
Companies (Accepfance of ODeposits Rules), 2014
‘deposit® does not include any amount received from
any source whose repayment is guaranfeed by the
Central Govemment or a State Govemmenl As (he
amount accaptad by Company doss not coma vndsr the
definition of “Deposits® as definad undar the Act, the
same on malurity also does nol come undar the porview
of nature of deposifts. As such, we are not fransfaming
tha unclaimed amount to IEPF.

Wa wish to Inform that wa would be transferring (he
unclalmad maftured deposlts beyond 7 years (o IEPF
from FY 2023-24 onwards.

Non-availability of confirmation in respect of
outstandingbalances in raspect of the
amounts due from and to the customers and
chit subscribers — Erphasis of matter

With regard to above, it may pleass be notad thal we
ars obfaining confimnaton from 5% customers on
random basls. Conslderdng the largs number of
accounts Involved In each schema, It Is difiicull to gat
confirmation from all tha subscribers. Instructions are
belng Issued to Increase ths number of confimafions
belng obtalnad from 5% to 15% from next FY. In this
context, it may elso please be noted that generally we
ara not in receipt of sny disputas regarding outstanding
balances.

24 ) ANNUAL REPORT 2021-22 .




REPLY TO OBSERVATIONS OF SECRETARIAL AUDITOR

Statutory Auditor's Observations

Company’s Remarks

[ further report that the company has nof
fransferred the entire amouni of the
contribufion recened  from  removed
subscribers amounting fo R 1T183.04 lakhs
o 8 separale bank accourd, which i in
wioiafion of section 30{1) of the Chit Funds
Act, 1982 This has resuffed i non-
compiiance with the provisions of Chit Funds
Act, 1982,

Company has siready teken necessary steps fo
{ransfer Removed Subscribers Confribution amount
as stipulated under Chit Fund Act, 1982. Company
has sough! pecessary approvals from  the
Government fo transfer and maintain the same in a
Treasury Savings Banks A'c instead of Bank Afc
The process would be completed as soon as the
approval from Govemman! s received fn this
regard. In this: regard we wolld also Nke fo stato
that:

a) KSFE iz a fully owned Govemment Company
camying out is business in & fransparent manner
and the defails of the R5C amount are readily
available in the reconds.

b) KSFE o date has ensured thal the request
of RSC customers s disposed off in 8 limely
manner and there had been no pendency in
release of RSC amount.

I furthar report that the Company doss nof
transfer  whclarmed malured deposis o
Invesfor Education and Prméaction Furmd as
stipulated by section 125 of Compantes Acl,
2013,

The repayment of depozits eccepted by the Company i
fully guarantesd by the Bfale Govemmenl and thug do
nof fall wnder the definiion of “deposifs” sz defined
under applicabls provisions. Howewver, the Board of
Directors besed on the recommendaiions of Stafifory
Auditors had decided lo fransfer the matured unclaimed
deposits fo IEPF with effect frovn Mavct 37, 2023,

Bazed on ithe Repors of the Auditors as on
319 March 2021, tha particulars of vanous
stefufory dues which have nol been
doposited on account of dispute, are as
fodlows;

Name of | Nature | Amoun | Pariod to
e | of | t0e. | whichee
Financa | Servica .68 iy 2012-
A, A October
1804 2012
364 20121310
2014-15
Income | Income | 59737 | AY 2018-
Tax Acl, Tax 1 19
1861

With respect fo various statutory duss pending fo be
deposted a5 on March 31, 2022, We would ke fo polnt
oul that since the appeal is panding before
authortins, the dizputed amount has been shown under
the contingant abiily head in the financial staterment as
Pt axisting provisions,

10

it has been obsenved from the Reporis of the
Audlitors fhat the Company has not comphied
with the applicable Accounting Standards vis
a viz IND AS 115, 708 & 107 issued by the
Institide of Chartared Accourdants in india

We have compled wilh mlevanl IND AS W the
maximum extent possibla, It is also perinent fo note that
considering the peculiar nafure of the business le.
Chitly Business, faw IND AS could not be applied vis B
viz A5 115, 109 & 10T7ansing to practcal constrainis.
Considering the statutory audiior observation and as per
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the recommandation of the audit commitiee, we heve
appointed M/s Verma & Varma, Chertered Acoountants,
Torissur ag our IND AS Consuitants. Board of Directors
has also declded to wrile (o Expert Advisory Committee
of ICAI o take an expert oplnion on accounting forfeited
vaethapallsa ag per IND AS 115.

11 it has been observed from the Reports of the
Auditors and financiels for the finencisl yeer
2021-22, the compeny hes been generslty
reguler in depositing undisputed statutory
dues including Provident Fund end other
materigl statutory dues with the eppropriste
authorfties snd there wers no outstanding
except the emount peyeble to provident fund
emourting to Rs. 10.63 lekhs.

An amount of INR 10.83!acg was payable to PF as on
31.03.2022 due to the following reasons:

Buring FY 2021-22, sround 245 PSC naw appointments
were mede and thers was delay in submission of
relevant detalls by the new appoiniaes, which resuiled in
the aforessid delay.
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Annexure — |
EXTRACT OF ANNUAL RETURN
FORM NO. MGT 9
As on financial year ended on 31.03.2022
Pursuant o Section 82 (3) of the Companies Act, 2013 and Rule 12{1) of the
Companies (Management & Administration) Rules, 2014
| REGISTRATION & OTHER DETAILS:
1| CiN UBSS23KL 19635GC002248
2 | Registration Date DEM11/1969
3 | Nama of the Compary KERALA STATE FINANCIAL ENTERPRISES LIMITED |
4 | Category/Sub-category of the Company mnymymammcmm
5 | Address of the Registernd Office &Contact details P B NO 510, 'BHADRATHA', MUSEUM ROAD

THRISSUR - 6B00Z0, KERALA STATE.

Phone: D487 - 2332255  Faoc D487 - 2336232
Web: www.ksfe.com  e-mall: cs@ksfe.com
Whather Ested company HD

Name, Address &Contact details of tha Regstrar & - HNIL -

Tranafer Agent, i any.

Il. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY [All the business acfiviies contributing 10.00 % or mare of tha
total wmover of ihe company shad be siabed)

=l |

; NIC Code of the % to total turnover of
SL No. Hame and Description of maln productsisences Productiservice® the
1 Financlal Service Actlvitles 64330 100.00

* As par National indusinal Classificafion 2008 — Ministry of Slatistics and Programme Implamanialion,
lll. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES

sl. No. Name and address | CINIGLN ~ Holdingl subsidiary/Associste [ 3 i S
| mh-u Section

1 - HNIL -

V. SHARE HOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)
(i) Category-wise Share Holding:-

Category of Ko. of Shares held at the beginning of the | Ho. of Shares held st the end of the year{As | % Changs
Shareholdors yusr[As on 14_@21 on 31-March-2020] during

Damat | Physical % of Total| Demal | Physical Total | %ofTotai |  the year
Shares Shanes

| A. Promaters
(1) Indlan
|_a) Individual iU - - - C - . . - ]
| b) Cantrail Gewt a . - . . - - - -
| ) State Govils} WL | 0999096 | 9690908 100 NIL QEOIOEE | PRAOEGOE 100 0oa
_r mwp . . N . = . . . -
M I - N . . . . . B
1} Any other. ._ 3 > . ; F . . : 5
Sub-totat (AN 1) ML | 0000008 | G000908 100 WL | OUGG00E | oacooge 100 0.00
{2} Foraign
g} NRiis-Individuals - - - - - - - - -
bifCither Indhviduals - - - - - - - - -
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) Bodies Corp -

d} Banks { FI R

@) Ay other,,,

¥ L} ] L

Sub-total (A} :

Total Shareholding
of Prometers (A} = A1) | WNIL | SGosesd | 9990908 100 ML 9RSI09E | DUDS09E 100 n.oe
*

- -
B. Public Sharshoiding

1, Institutions . : : : = : = . :

a) Mubyal Funss - = - - - - - - -

j BankaiFl _ 2 - - - - - = = 2
&) Cenlral Govl . p " . =

Stale 5 =
18] Vanturg ftal Funids o

i} Inawrance Companiss " :
4 Fils = -

h) Foreign Verurs *
| Caplial Funds

T} Dters (specify) . . . . s . - s n

Sub-total {B){1):- - - : - - - - - -

2. Non-instifutions
a} Bodias Corp, " -

| ) Indian : X : ; . : . : -

ily Charsaas - - - - - - - - -

b} Inclividuals

i) Individual sharehaldars
holing nominal shise )
o hirailgrpobrs L 2 2 NIL 2 2

fi) Incliviclisal shanaholders
holding nominal shiss
mﬂdhmﬁﬁl 1

cl m!!ﬂﬂ ' . N " " = . -

MNon Resdend Indisns - - . - - - - - a

Cwarseas Comporaie - - - - - - - - -
Boclies

Fanign Matiohals * = - . . A . s

Clearing Mambars - - : : - - - - =

Trests

Forexn Bodies - O R - - - - : - - -

Sub-total (BHZ]- NIL 2 2

&

Tatal Publie

Sharehobiing
ABI=B}1)* (B2
C. Shares held by

Cusiodian for GORs & - = - - - - = & :
ADRs

Grand Total [A*B+C) HIL | 10000000 | 10000000 | 900,00 HiL 10000800 | 10000000 | 100.00 oo

{ISharahalding of Promolsrs

L Sharehobder's Name 8l tha of the at the and of the
% dhast " of Shares | %oflotal| WofShares | erioden
No. of Skares, Shares ofthe | Fiedged! | No.of | Sharesof| Pladged! = |y 0o e
: ancumbered to | Sharas Ihe  |encumbered to
COMPARY | total shares company | totsl sheres T
. SEGRTAR -

1 | Govamnor of Karala Beacal 100 .00
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{fijChange In Promoters’ Ghareholding:

5L Mo Particulars Sharshodding at the beginning of Comutativa Shareholding
tha year during the yaar
Ho. of % of iotel shares of Ho. of % of lotel shares of the
— shares | the company shares company
Al he beginning of (s year 9595938 100 3235958 100.00
crogss dus o elotment - - - -
At the and of the year | - | - OEatatE | LK)

(v} Shareholding Patiern of top ten Shareholders [Other than Directors, Promoters and Holders of GDRs and ADRs): - NI

BiNo, For Each of the Top 10 Sharaholders Ehareholding at the beginning Cumulative Shareholding during
of the yoar tha Yoar
Ne. of % of total shares No. of % of tetsl shares of
shares of the company shiaras the company

[vIShareholding of Directors and Koy Managerial Personnel:

"8l | Sharshoiding of sach Obeclors snd each Key Mansgerial Sharaholding st the Cumubathve Sharsholding
No. | Personnal _.%EL'HE the year during the Year
No.of |% of total shares | No. of [% of tetal shares of
shares | of the company | shares | the company |
1| Geetha K - Director _
Al the beginning of the yaar 1 1.00001 i
Dale wise IncressaDeomese in Shambolding during the year Go [R) - - 0 -
Mo, BE102 1 Tames datad 01.08.2021
Al the erd of e year i = 0 >
2 | Mini ¥V B= Director
At the beginning of tha yaar o - 0.00001 o z
Daie wiss IncrapsaTiscrasss in Shamboidng dusing e year Ga (R
Mo. BB Maxes dated 11.10.20219
A the and of ®a yaar ] 0,000 ] -
3 | Sini J Shulkor
Al tha Bisginning of the yaar a 1] ] ]
Date wise IncressaDecrease in Sharehalding during the year: Ga (Rf) 1 0.00001
Mo 58112021 Texes datec (1.09.2021 ._ :
Al i and af Bhe year 1 0, D00 K] -
4 | BS Preatha
Al the beginning of the yaar i 0 i i
Diate wisn Incmasaliecmass in Shambaolding during the year Go (R 1 0,00001
Mo, BAE202 | Mawes daed 11,10.2021 !
Al the and of the year 1 0,000 ] -
V. INDEBTEDMESS
(Indebiedness of the Company, includes inferest outstanding/accrued buf nof duve for payment.)
{Amount in Lacs)
Sacured Loans Unsecured Deposits  |Unsecure|  Total Indebintiness
Indobilednass ot the boginning of the Ananclsl year
il Prneipal Ampunt ¥ 20674144 ¥ 1,B06,110.T8 - ¥ 2,002,852 20
1) Iriieeest dus but not pald - - .
i} Irferest aeonued but not dus - v . 3 .
Todal [i+il+i] ¥ 20674144 ¥ 1,888,110.78 ¥ 2,082,852 30
Change in indabtadness during tha financial year
* Addibon ¥ 14113482 T 1sa91T.e8 - 300052 53
* Reducson (¥ 825.19) (2820.37) - {% 4740 h&)
Net Change (* 140.205.63) £ 155047.5 . ¥ 285,303.13
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Indehéndness af the end of thae financial year
I} Principal Amount ¥ 386,547.07 T Z.041,200.05 - ¥ 7,358 166,03
[|i] Interest dus but ot paid : = 2 E
I} marest gecnsd but ot dua - - - -
Total (i) ® 346, 147.97 € 1,041,208.35 z ¥ 2,088,155.33
V. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL-
A Remuneration to Managing Director, Whole-tima Directors and/or Manager:
i : {Amoun I INF]
o | P ot Remunarston | A% Foelpoe] K¥ersdin] v gt To
| | Gross Sakry 7160000 | ¥ BO00L- ¥ 29,70,3300- T 34 54 570N
&) Salary as par prowisons cantained in .
_sacton 17{1) of the income-tax Act, 1061 |
i) Value of permuistes s 17(2) ihcoms- - " -
tax Aot 1961
() Profits i Heu of salary under saction _ R
1773} incorne- tox Act, 1961 - Borus
P Sinck Oplion - - -
3 | Swnat Equiy - -
4 Commission - - - -
i | SiEng fee T41000- | T 27.000i - ¥ 53,0004
HFA - : € 324,000 324,000
Citar ¥ 27 B50- T 13.7h40 - T 414140
Toral {A) T 2,28.650- | ¥1,30,764- 7 32,84 330 T 35,43, T44
Ceiling s par he Adt NA [ M
B. Remineration to other directors:
[Amut in R
A Indopondent lrectors
BL Hama Faa for attending Board | Othare, ploase specify Total
Mo Commities Maatings
Total (1) | NL
8. ihar Non-Execuiive Dirctors
Bl. Nama Billing Fees Dthers, pleass speciy Total
Mo (WobileTraval Allowanca,
| 1| A, K Prasad € 1,000 € 125221/ T 1 BEZM-
7 | Adv. Raj Zachariah T 94 Fi0- LT T 188,093
3| R Rajngopal T 48 Dot LfRTETE T 100343
4 | MR € 5,000 E 5483 44 dEaL
§ | Wayan Cherukara ¥ 36,000~ ¥ 70820 ¥ 10EA20C
& | R Mohammed Sha 51,600 T EE I ® 133233
T |1 harmyana ¥ 33 0000 (RS € 7T
& | KM Gangacharsn ¥ 48,000 231 8000 70, B0
8 | PV Unnikeisknan i 25,5000 ¥ 500 30400
10 | PK Anandakuttan ¥ a0 500" T 746305 ¥ 1,21 133
11 | PG PHal T 24,000~ ¥ 30,820 T 54,500
12 | K inbasekar, KBS T, no0 = T 31,000
13 | fGesing Kumarl ¥ B00- LA kS 10,8300
14 | Sini J Shukioor € 28,5000 . € 2A 500/
16 | BS Freetha T 24 ook T BdaAl ¥ 308201
Total (7} T 11,708,870
Tt (3= (1 + 2] ® 11,716,870
Tobal Muragarial Remurantion® ¥ 5113080 |
Cumrall Colling as par fa Ac M. A
* Toral Mansgens! Remuneration being A + 8
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C. REMUNERATION TO KEY MANAGERIAL PERSONNEL OTHER THAN MD/MANAGER/WTD: -

l. Partlculars of Remuneration Key Managerial Personnel Total
No.
Emil Alax
(Company Secrstary)
1 | Gross salary ¥ 18,10,340/- € 19,10,840/-
{8) Salary as per provislong contalned In saction 17(1) - .
of the Income-tax Adt, 1961
{b) Velue of perquisitas ws 17(2) Income-tax Act, - -
1061
(¢) Profits in lieu of salary under section 17(3) - .
Income-tax Act, 1961
2 Stock Option - -
3 Swaat Equity - -
4 | Commisslon - -
5 | Others ] 59,188/ ¥ 59,189/
Total ¥ 19,70,129/- ¥ 19,70,129/-

VII. PENALTIES/PUNISHMENT/COMPOUNDING OF OFFENCES:

There were no penaltiss/punishments/compounding of offences for the year ending 31 March 2022.

Type Section of the Brief Detslis of Penalty/ Punishmant/|  Authority Appeal mada,
Companles Act | Dascription | Compounding fees (mposed (RD I NCLT! it any (ghve
COURT) Detalla|
A COMPANY e
Penalty | /
Punishmant | d
Compounding | /
B. DIRECTORS ~
Penalty e
Punishment e
Compounding P
C. OTHER OFFICERS IN DEFALILT .
Penalty L
Punishmant
Compounding
For and on behalf of tha Board of Directors,
Datg: 02-01-2024 sd- sd/-
Place: Thrissur K Varadarajan Or Sanll 8K
Chairman Managing Clrector ilc
DIN: 08157496 DIN: 09811727
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Annexum - ((

Form No. MR-3
Secretarlal Audit Report for the financial yaar ended 31st March 2022
[Pursuant to saction 204(1) of tha Companies Act, 2013 and Rule 3 of tha Companies
(Appolntment and Remuneration of Managarial Personnal) Rules, 2014)

To,

The Members,

M/sKerala State Financlal Enterprises Limited
CIN: UB5923KL 1968SGC002249

P B NO 510, 8hadratha Museum Road,

Thrissur — 680 020, Kergla, India

| have conducted the Secretarial Audit of the comphiance of applicable statutory provisions and adherence to good
comporate practices by Kaermla State Financlal Entarprises Limited (hereinafler called as ‘the Company’). The
Secretarial Audit was conducted in @ manner that provided me a ressonsble basis for evalyating the corporste
conducts/stalutory compliances and expressing my opinion thereon.

Basad on my verification of the Company's books, papers, minule books, forms and refums filed and orders and
circulars issuad by governmant and other records maintained by the Company and also the information provided by the
Company, its officers, agents and authorised represantatives during the conducl of Secretarial Audit, and subject o
letier annexed herswith, | hereby report that in my opinion, the Company has, during the audil period covaring the
financial year ended 31 March 2022, complied with the applicable statutory provisions isted hereunder and 2lso thaf the
Company has proper Board processes and compliance mechanism in place subject bo the reporting made hereinafier.

Opinion

I have examined the books, registers, papers, minule books, forms and retums filed, and other records msintained by
tha Company for the financial year ended on 31 March 2022, according o the provisions of.

I.  The Companies Act, 2013 {the Act) and the rules mads thereunder,
Il. The Chit Funds Act, 1982 and Kerala Chitties Act, 1975

lll.  The Securities Contracts (Regulation) Act, 1956 (‘SCRA") and the rules made thereunder, Not epplicable to the
Company for the yaar under review;

V. The Depositories Act, 1996 and the Regulations and Byedaws framed thereunder; Not applicable to the
Company for the year under review;

V.  Foreign Exchange Management Act, 1999 and the rulas and ragulations made thereunder lo the axtenl applicable

during the period under review of Overseas Diract Investment; External Commarcial Borowings - These rvise and
noft attracted to the Company for the year undar raview;

VL. The following Regulations and Guidelines prescribed under the Securities and Exchange Board of India Act, 1982
(‘SEBI Act):

e. The Securities and Exchenge Board of India (Issue and Usting of Debl Securities) Regulations, 2008 - Not
applicable to the Company for the year under review;

b. The Secwilies and Exchange Board of India (Prohiition of Insider Trading) Regulations, 2015 -Not
applicable to the Company for the year under review;

¢.  The Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations,
2015 - Not applicable to the Company for the ysar undar reviaw;
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2011- Not applicabls ta the Company for the yaar undar raview;

e. The Securities and Exchange Boarg of India (Issue of Capital and Disclosure Requirements) Regulstions,
2018 = Not applicable to the Company for the ysar undar revisw;

f.  The Securltles and Exchange Board of Indla (Dellsting of Equity Shares) Regulations, 2009 - Not spplicable
to the Company for the year under review;

g. The Securities and Exchange Board of India (Buyback of Securities) Regulations, 2018 — Not applicable to
the Company for the year under review;

h. The Securities and Exchange Board of India (Registrars to an Issue and Sherse Transfar Agents) Regulations,
1993, regarding the Companies Act and dealing with cliant — Not applicable to the Company far the year
under raview;

i.  The Securities and Exchange 8oard of India (Share based Employee Benefits) Regulations, 2014 ~ Naot
applicable fo the Company for the ysar under roview;

| have also examined compllance with the applicable clauses of the following:

a. Rules, Regulations and Guidelines issued by the Resarve Bank of India as ars applicable (o
Miscellaneous Non-Banking Financial Company which are specifically applicable to the Company.

b. Secretarial Standards pursuant to saction 118(10) of the Acf, issued by lhe Insfituts of Company
Secrstaries of India.

During the pariod undar review tha Company has complied with the provislons of the Act, Rules, Regulations,
Guldelines, Standards, etc. mentloned above subject to the following obsarvations:

1.

The compeny Is a Miscellaneous Non-Banking Flnanclal Company conducting the buslness of chll and Is
regulated by the Ministry of Finance, Governmenl of Kerala. Hencs, the chii companles are exempt from the
provisions of section 45-1A of the RBI Act, 1934,

| further report that:

a. The Board of Directors of the Company is duly constifuted gnd the changes in the composition of the Board of
Directors that took placa during the psriod under raviaw were camad out in compliance with tha provisions of tha
Act.

b. Adequate notice of at Ieast seven days was given to all diractors to schadule the Board Mestings and Maetings
of Commilises axcept in some cases where the meseting was hald on a shorter notice. Agenda and delailed
notes on agenda were sent in advance in adequate fime before the meetings and a system exis(s for Directors
for seeking and obtalning further Information and darfications on the aganda itams before (he meeting and for
maaningful participation at the meeting.

¢. On verliication of minutes, we have not found eny dissent/dlsagreemen( on any of the agends ftems dlscussed In
the Board and Committse meetings from any of the Directors and all the decisions ara camied (hrough.

| further report that there are adequate systems and processes in the Company commensurate with Lhe size and
operations of the Company to monitor and ensura compliance with applicabla laws, rules, regulations, and
guidstines.

Secretarial Standards 1 and 2 issued by The Instituis of Company Secralaries of India is fully complied by the
company durning the year.

The company held the Annual general meeting on 28/09/2022 bul the item of adoption of accounts was adjoumned
since the accounts of the company was not ready and the supplementary audit as envisaged under Section
143(6)(b) of Companies Act, 2013 was also pending as on date.
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8. The company had declared dividend for FY 2020-21in the AGM held on 2206/2023 and paid on 21.06 2023,

T. | further report that the company has not transferred the entire amowrst of the coniribution recelved from
removed subscribers amouwnting fo Rs. 17183.04 lakhs to 2 separaie bank account, which is in violation of
section 30T) of the Chif Funds Act, 1882. This has resulted In non-compliance with the provislons of Chit
Fumds Act, 1882,

& | further report that the Company does nof transfer unclaimed matured deposiis to Invesfor Education and
Profection Fund as sfipulated by section 125 of Companles Act, 2013,

5. Based on the Reports of the Auditors as on 31 March 2022, the particulars of various statutory dues which

have not been deposifed on account of dispute, are as follows;

MName ofthe | Nature of dues | Amount (in | Period towhich |  Forum where
Finance Act, Sarvica ax (.66 July 2012-October Commassionar of
1884 2 Cantral Excisa &
3.64 2012-13 to 2014-15 | Cusloms (appeaals)
Incorme Tax Adt, Income Tax 97371 AY 2018-19 Commessionar of
1881 Income Tax
{Appeals), Kok

10. it has been observed from the Reporfs of the Avuditors that the Company has not complied with the
appiicable Accourting Standardsvis a viz IND A5 115 108 & 107 isswed by the Instifute of Charfered
Accountants in India.

11. it has been observed from the Reporis of the Auditors and financials for the financial year 2021-23, the
company has been generally regular in depositing undisputed statutory dues including Provident Fund and
other material statutory dues with the authorities and thers were no owistanding except the
amount payable fo provident fund amounting fo Rs. 10.63 lakhs.

Sdl-

SURESH. M. V

COMPANY SECRETARY IN PRACTICE
SENIOR PARTNER

SMSECO, COMPANY SECRETARIES, LLP
Membership Mumber: 5741

Certificate of Practice: 17830

UDIN; FODST41EDDDERTETS

Digte: 27.07 2023
Placa; Thrssur

Thiz report is o be read with cur latter of even date which is annexad as Annexure & and forme an integral part of this
regart,
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To,

Annexure A

The Members,

Kerala State Financlal Enterprises Limied
CIN: U65823KL1969SGC002249

P 8 NO 510 8hadratha Museum Road
Thrissur — 680 020, Kerala, India

My Secretarial Audit Report for Financial Year ended on 31 March 2022 of even dals is to be read aloag with this letter.

1.

Sd/-

Maintenance of secretarial record is the responsibdity of the management of the company. My responsibility is
to express an opinlon on these secretarial records based on our audit.

| have followed the audit practices and processes as wers appropriaia to obtzin reasonable assurance about
the correctness of the contents of the Secretarial records. The verification was done on {est basis to ensure
that comect facts are reflected in secretarial records. | believe thai the processes and practices, | followed
provide a reasonable basis for my opinion.

| have relied en the audited financial fumished by the Management, for the purpose of verfication of
correctness and appropriateness of financial records and 8ooks of Account by the Company. The compliance
of the provisions of corporate and other applicable laws, rules, regulations, standards keeping of records is the
responsibility of the management. My examination was limitad to the verification of procedurs on the tast basis.

The Company did not produce the documants relaled any specific violations/casas against tha company/iines,
penalties efc. imposed by the any authority. Wharaver required, | have obtzined the Managemant
representation about the compliance of laws, rules and regulations and happening of events ele.

| have not verified the correctness and appropriateness of financial records and Books of Account of lhe
company

The Secretarial Audit report is neither an assurance as to the future viability of the company nor of tha afficacy
or effectiveness with which the management has conductad the affairs of the company.

SURESH M.V

COMPANY SECRETARY IN PRACTICE
SENIOR PARTNER

SMS&CO, COMPANY SECRETARIES, LLP
Mambership Number: 9741

Cartificate of Practice: 17830

UDIN: FO09741E000687913

Date: 27.07.2023
Placa: Thrissur
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Anpexurs - Il

ANNUAL REPORT ON CSR ACTIVITIES FOR YEAR ENDED 3157 MARCH, 2022

1) Brief oufline on CSR Pollcy of KSFE CSR Pollgy:

Corporate Social Responsibility (CSR) is the Company's commitment (o its stakeholders to conduct business in an
economically, socially and environmentally sustainable manner that is transparent and ethical. KSFE is commilted to
undertake CSR activities In accordance with the provisions of Section 135 of the Indlan Companlas Act, 2013 and
related Rules. KSFE believes that corporate development has lo be inclusive end every corporats has o be
rasponsible for the development of a just and humane society thal can build a national anterprise. KSFE commits
itself to contribute to the soclety in ways possible for the organization and has set up its core CSR team, gs 8 means
for fulllliing this commitment. The CSR Policy of the Compeny can be accessed In the Company’s website
“www.ksfa.com” under Media.

2) Compoaosition of CSR Commiftee:

Sl. No.| Name of Director Deslgnatlon / Nature of Number of meetings Number of meatings o
Directorahip of CSR Committea CSR Commlttea
held during the year| atiended during the
year

1 ISni. K Varadarajan Chairman, Non-independent 02 02
Non-Executive Director

2 ri. VP Subramanian Member, Non-Independent, 02 02
Managing Director

3 |Adv. Reji Zachariah Member, Independent, 02 02
Non-Executive Diractor

4 |Adv. V K Prasad Member, Independent, 02 02
Non-Executive Dirsctor

5 ISn. Vijayan Cherukara  |Member, Independent, 02 02
Non-Executive Dirsctor

6 n. R Mohammad Sha |Member, Independsant, 02 02
Non-Executive Dirsctor

7 r. P K Anandakuttan  [Member, Independent, 02 02
Non-Executive Dirsctor

3) Detalls of Impact assessment of CSR projects carried out in pursuance of sub-rule (3) of rule 8 of the

Companies (Corporate Social Responsgibility Policy) Rules, 2014, if applicable (aftach the report).

The average CSR obligation in pursuance of subsection (5) of section 135 of the Acl, in the three immediately

preceding financial years is less than € 10 Crores and hencs impact asssssment is not applicable.

4) Web-link where Compasition of CSR committee, CSR Policy and C8R projects approved by the board are

disclosed on the webslits of the company:

Composition of CSR Committae | hitps://ksfe.com/csr/
CSR Policy https://ksfe.com/csr/
CSR projects https:/fksfe.com/csr/
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5) Detalls of the amount avallable for set off In pursuance of sub-rula (3) of rule 7 of tha Companles (Corporate
Soclel regponsibliity Pollcy) Rules, 2014 and amount requlred for saet off for the filnanclal year, If any

SI.No. Flnanclal Year |Amount avallable for set-off from Amount required to be set-off for the
precading financlal yaars ((n INR) financlal year, tf any (In INR)
1 2018-18 Nil Nil
2 2019-20 NIl Nil
K| 2020-21 NIl X 57,898,486
Total Nil € 5788488

6) Average net profit of the company as per sectlon 135(5)

¢ ¥ 102,50,00,000/-

7) (a)Two percent of avarage net profit of the company as per section 135(5) ¥ 2.05,00,000/-
(b) Surplus arising out of the CSR projects or programmas or aclivities of
the previous financlal years Nil
(c) Amount required to be set off for the financial year, if any T 57,08,486/-
(3) Totsl CSR obligation for the financial yeer (7a+7b-7¢) € 1,47,10,000/-

8) (a)CSR amount spent or unspent for the financial year:

Amount Unsapent (in ® Lacs)
Total Amount
Spent for tuhne Total Amount transferred to Amount transferred to any fund specified under
: ; Unspent CSR Account as per Schedule Vil as per sscond proviso fo sectlon
Financial Year. cHon 135(6 435/5
(in < crs) saectlon {6). 35(5).
Amount. Date of transfer.| Name of the Amount. Date of
Fund transfer.
1.4710 29.43 18.05.2022 - - -
(b} Details of CSR amount spent against ongoing projects for the financial year: NIL
(¢) Detalls of CER amount spent agalnst on-golng projects for the financlal year:
{1} {2} (3) (4) (5] (8) @) 3) 9) (10)
5l. | Name of tha |Hem from the| Local Loceton of the A o A st A m Mode of Mode of implementation
Na. Project. llat of area project allocatnd for apeni ln the| transfamd (© |Implementation |- Through Implementing
activities In |(Yes/No). kthe prolect In| current | Unspecrt C8R - Direct Agency
8chaduls VI ) finencisl |Azcound for he|  (YeaMo).
o the Act. Bints Déstrict Year (in U | projeci xs per Narne CAR
> Sociion 135(8) Ragistradon
nx ) Mambey.
1. [Ambulance for | Promotion of | No Kerels | Kollam | 14,18.000F 14, 18,0001 No B Nayorer | CSRO00609
fhe uss of EX | Health Care Brassnia 34
[Naysnar {Schedule Vil Sanitrane
L [0)) Paricharana
ISanthwana Kandmm,
Paricharana Thlusoava
Kandram, ram, Kolam
Mhinenolavara
i, Kollam
2. }cV Promoting Yae [Kerels Thrisaur | 30.00.0004 |30,00,000/- No Salhew | CERO00243
bulance for| Haalth care Pushkamn 71
8 uss of including Sruasaka
akhavu preventive Tosd,
ushiaran haalthcare
masska {Schadula VI alam,
tusl, 0} Theissn
hemangal
m. Thelasur
3. |icu Promaotion of No [Karala Kottsyem | 32.31,000F | 32 31.000)- Yeas NA NA
bulence for| Health Cere
8 uso of {Schedule VIl
Madical [
College
Hospital,
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JGendhi Nager,
Mattsyam

4. |pacions! Seting up No  [Kerale Waysnsd 15.02.0004 - 15.02,0004 Yoo NA NA
Funde for fosilited for

bulding vlbal | senlor dilzene
hosiel for the | and megsures
oo of for reducing
Pazhsss! Inequaliles
IChadiableSocl| feced by
aty, Kalpstia, | soclally and

Wayansd- ecanomically
Additionsl backward
Funds groups
[Scheduie VI
()]
5. |Funas for [Promotiig No [Kemls Ateppuxhe 10,00.000/ 10,00.000/- R Yo3 NA NA
| educelion
nowstion for|  Induging
use of specisl
bermetl educetion
ocisl (Schedute VI
I ()]
Harpad.
jAiBppuzhe
8. [Ambulance kr| Promoting [No Kortle Alappuzha 12.89,622/1 12.88.522/- . No Keruna  [CSRO00217
vse of Hesith core Chaviabin 28
ruhnb Irh:lud:ee Socioty,
e preven Changennus
claty, hesithcare
nnur | [Schedule Vil
)
7. bulance for] Promoting |No Kerels Kanmur 10,000,600 10.00.000¢- - No DAYA, |CSRO00Z25
use of Heslth cars Padyaram a5
IDAYA, Including Medical
Pariyaram preventve Collega,
predical healthcare Pasfyaram,
ICollege. {Schedule Vil Kannur
Paryaram, ®
Kannur
8. [Forrenovating| Promotng Yas [Kerala Kanmur 10,00,0004 - 10,00,000¢- Yot NA NA
ng Cobse protecion of
closure snd |  flora and
breading tsyna, animal
progemms /  |welfare VI {iv)
Construction
of Nocthumal
Houss lor tha
use of MVR
ISnaks Park
jsnd 200,
PParassanikads
vu, Kannur
9. |Addmonal Promoting No |Keralz Idukid 167 000~ | 1.87,000)- - Yoo NA NA
Funds for the | Haslth care
purposs of Induding
purchasing preventive
[Tale Medicine | haslthcare
ﬁ:;luﬁan for {Schedule VI
use of ()]
Taluk Heed
Kuarters
J-ospits),
Nodukandam
10. [Addifonsi Promoting [No Kacsla Emakulam 1.02.500 102,500/ - Yes NA NA
Funds (or bhe education
Inciuding
spaclal
aducstion
{Schedule Vil
(@i
Promotng |[No Karala Thirovanant 10,00,0004 - 10,00,000¢- No Com M. | CSRO00OS44
Heslth care hapuram Niyar 15
including ChartatNe
proventive Sodaty.
haslthcare Vizningan,
[Scheduls VI [Thinvenanad
0]} hapuram

1.47,10,022)- | #7,80,022F-| £9,20,D005
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(d) Amount spent In Administrative Overheads:
(e) Amount spent on Impact Assessment, if epplicable;

(f) Total emount spent for the Financlal Year (8b+8c+8d+8e):
(g) Excess amount for set off, if eny:

NIL
NIL

¥ 1,47,10,022/-

Sl. No. Particular Amount ([n <)
(i) [Two percent of average net profit of the company as per section 135(5) 2,05,00,000/-
(i} [Total amount 8pent for the Financial Year 1,47,10,022/-
()  [Excess amount spent for the finandal year (ii)<i)) 8,508/-

(v) [Surplus arising out of the CSR projects or programmes or activities of the Nil
previous finandlal years, If any
(v)y |Amount avallable for set off In succeeding financial ysars [{iii)-(Iv)) 8,508/-

8) (a) Detalls of Unspent CSR amount for the preceding three financial years:

SI. No | Preceding | Amount Amount Amount transferred to any fund apecifisd Amount remalning
Flnanclal | transferred spent under Schedule V1l aa per nactlon 135(8), H to be apent In
Year. to Unspent In the any. succeeding
CSR reporting financlal years.
Account Financial (|I'I R CN)
under Yaar
sactlon | (1n ¢ ers) Name of the | Amount [Date of transfer.
135 (6) Fund {In T cre)
{In = crs)
1 2020-21 | 28,43,000 | 15,423,000 NIl NI NIl 14,00,000

(b) Detzils of CSR amount spent in the financial year for ongoing projects of the preceding financial year(s):

10) In case of creation or acquisition of capital asset, furnish the delails relating o the asset so created or acquired

through CSR spent in the financial year:

(a) Date of creation or acquisition of the capital asssl(s): NA
{b) Amount of CSR spent for creation or acquisition of capital asset: NA

(c) Datalls of the entity or public authorty or beneficlary undsr whose name such capltal asset Is reglstared, thelr

address stc. NA
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SL.NO. | Beneficiary Allotted Project Date of
Amount Transfer
1 Mother Theresa PalliativeCare 500000 Computer, Projector 28.01.2022
Society,Adoor
2 Kerala state Jawahar 200000 For constructing dlass 14.03.2022
Balabhavan, Thiruvenathapuram Rooms.
3 Self-improvement Hub,Wayanadu 25000 To purchase books for 21.01.2022
the library
4 Kozhikode Regional Co-Op 218000 Equipment’s for the use | 31.12.2021
Ayurvedic Hospital, Kozhikode of various reatmants 12.01.2022
Indoding setilng up of 25.01.2022
women dlinic sfc 25.04.2022
5 Nedumkandam Taluk Hospital, 600000 Tele-Medicine -Solution | 05.03.2022
Nedunkandam
TOTAL 15,43,000/-
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(d) Provide detalls of the capital asset(s) created or acquired {Including complete address and location of the
capital asset). NA

11) Spectfy the reason(s), if the company has falled to spend two per cent of the average net profil ag per section
135(5): NA

Company’s CSR mission is to confribute to the social and economic welfare of the people of the Stats. The Company
had spent a sum of ¥ 1,47,10,022/- (100%) this year towards CSR as per section 135 of the Companles Act, 2013
and has allocated an excags amount of ¥ 8,508/-. Your Company is commitiad to increase its CSR impact by
selecting projects that have long ferm sustainability and are socially retevant. Through thase CSR speat, KSFE was able
fo touch the lives of many. An amount of € 8508)- was speat in excess during this financiel yeer end the same will be
adjusted In the ensuing year £Y 2022-23.

The CSR Committee confirms that the implementation and monitoring of CSR Policy is in compliance with the CSR
objectives angd Pollcy of the Company.

For and on behalf of tha Board of Diractors,

Date: 09-01-2024 Sdi- Sdj-

Place: Thrissur K Varadarajan Dr Sanll SK
Chairman Managing Diractor /e
DIN: 08157496 DIN: 09811727
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Annexure - IV

OFFICE OF THE PRINCIPAL ACCOUNTANT GENERAL (AUDIT-2)
KERALA, THIRUVANANTHAPURAM

COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA UNDER SECTION 143(6)(b)
OF THE COMPANIES ACT, 2013 ON THE FINANCIAL STATEMENTS OF THE KERALA STATE FINANCIAL
ENTERPRISES LIMITED FOR THE YEAR ENDED 31 MARCH 2022.

The preparation of financial statement of The Kerala State Financial Enterprises Limited for the year ended 31
March 2022 in accordance with the financial reporting framework prescribed under the Companies Act, 2013 (Act)
is tha responsibllity of the Management of the Company. The Statutory Auditors appainted by the Comptroller and
Auditor General of India under Section 139 (5) of the Act is responsible for expressing opinion on tha financial
statements under Section 143 of the Act basad on Indepandent audit in accordance with the standards on auditing
prescribed under Section 143 (10) of the Act. This is stated to have been done by them vide their Audit Report
dated 10 April 2023.

[, on behalf of the Comptroller and Auditor General of India, have conducted a supplemantary audit of the financial
statement of The Kerala State Financial Enterprises Limited for the yeer ended 31 Masch 2022 under Section 143(6)
(@) of the Act. This supplementary audit has been casriad out independently without access to the working papers
of the Statutory Auditors and is limited primarily to inquiries of the Statutory Auditors and Company personnel and
a selective examination of some of the accounting records.

Based on my supplementary audit, [ would like to highlight the following significant matters under saction 143(6)(b)
of the Act which have come to my attention and which in my view are necessary for enabling a better understanding
of the financial statemants and related audit report:

A. COMMENTS ON PROFITABILITY

Statement of Profit and Loss for the year ended 31 March 2022 IV Expenses

Employee Benefit Expensas (Note 25)

Contribution to Gratuity fund ¥ 11622.35 lakh

1.This is understated by ¥ 24.50 crore due to short accounting of periodic cost to be recognized in the Profit and
Loss Statement towards contribution to gratuity fund. The Company has accounted for T 116.22 crore only as
against the requirement of T 140.72 crore in the Actuary Repont. This has rasultad in overstatement of Profit for
the year to the extent of ¥ 24.50 crore with corresponding understatement of Gratuity Liability.

Statement of Profit and Loss for the year ended 31 March 2022

IV Expenses

Financial cost ¥ 160508.20 lakh.

2.This is understated by 7 94.86 lakh belng the non-accounting of interest on incoms tax payable for the year.

This has resulted in understaternent of financial cost with corrasponding overstaternent of Profit before Tax by
¥ 94.86 lakh.
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B. COMMENTS ON FINANCIAL POSITION
Balance Sheet as at 31 March 2022
Liabilities and Equity

Liabilities Mon- Financial Liabilities

a. Pravision (Note No. 16}

Gratuity ¥ 13433.78 lakh

1. This includes T 24.71 crore in respect of the additional gratuity liability (1 April 2017 to 31 March 2021) created
during the Year 2020-21 due to revision of pay from August 2017. The addition gratuity liabilities of ¥ 24.71 crore
should have been booked under Financial Liahilities by T 24.71 crore with corresponding understatement of
financial liabilities,

C. OTHER COMMEMNTS

Statement of Profit and Loss for the year ended 31 March 2022

Xl Earnings per Equity Share.

1. The Earnings per equity share of the Company has been wrongly disclosed as ¥ B8.77 instead of ¥ 105.90 on
account of considering the total comprehensive income instead of profit for the year from continuing operations
for calculation of earnings per share.

2. The facts and reason for non-adoption of the previous year's (2020-21) financial statements in the Annual
General Meeting has not been disclosed.

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

Thiruvananthapuram
Dated:22.11.2023

b th J
PRINCIFAL ACCOUNTANT GENERAL (AUDIT-11),
KERALA
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REPLY TO COMMENTS U/S 143 (6)(b) OF THE COMPANIES ACT 2013 ON THE
FINANCIAL STATEMENTS OF THE COMPANY FOR 31 MARCH 2022:

Under Section 143(6)(b) of The Companies Act 2013,Comptioller and Auditor General
of India had issued comments on the financial staiemenis of the Company for the
year ended 31.03.2022. Seriatim reply to the comments is furnished hsreunder:

A. COMMENTS ON PROFITABILITY

Statement of Proflt and Loss for the year ended 31 March 2022
IV Expenses

Employee Beneflt Expenses (Note 25)

Contributlon to Gratuly fund Rs 11622.35 lakhs

1. The difterential amount as reported by audit is towards the additional gratuity
commitment arising out of pay revision of employees who got superannuated
during the period 31.08.2017 to 31.03.2021. The pay revision which was dus in
2017 got approved during 2021 and accordingly the gratuity payable to employses
retired during the period August 2017 to March 2021 was accounted as payable in
the accounts for FY 2020-21 itself. Thus our payable amount towards gratuity
commitment was higher than the actuarial valuation for FY 20-21. However, the
same was considersd by the actuary in FY 21-22 and the actuarial valuation was
higher than our gratuity provision for FY 21-22 as we had already accounted ths
same in FY 20-21,

It may be noted that actuarial valuation towards gratuity liability for FY 2020 -21
was carried out by considering employees in service as on 31.03.2021. The
gratuity commitment of employees superannuated between Aug'17- Mar'21 was
not reckoned for actuarial valuation angd the same was calculated separately by
our P&HR department based on actual commitmeni under the said head.

The said differential amount was paid to LIC, our gratuity fund administrator.
Account statement of LIC clearly shows the ditferential amount received by them
which tallies with our records. Subsequenily during June 2022, LIC relsased the
gratuity payable to employees retired during August 2017 to March 2021 which
was disbursed to the beneficiaries. Thus it could be seen thal the differential
amount paid as above was appropriately accounled in the books of account for FY
2020-21 and there is no overstatement of profit for the year lo the exient of Rs
24.50 crores with corresponding understatement of gratoity liability as reported by
audit.
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Statement of Profit and Loss for the ysar ended 31 March 2022
Finance cost Rs 160508.20 lakhs

2. Interest on Income tax payable, f any would be categorized under finance cost
henceforth. As the aforesald comments u/s 143(6)(b) were received after
finalization of accounts for FY 2022-23, the same has besn noted luture guidancs.

B. COMMENTS ON FINANCIAL POSITION

Balance Sheet 838 at 31 March 2022
Llabllitles and Equity

Lisbllitles

Non financlal liabilltlea

8. Provislons (Note No. 16)
Gratulty Rs 13433.78 lakh

1. As the payable amount had arisen out of non financial fransactions, we have
classified the same under non financial liabifities. The aforesaid classitication is in
compliance with the format of Balance Sheet as per INndAS nommns. It may also be
noted that non tinancial liabilities in general include liabilities towards employees,
social security payables, tax liabilities stc. Thus there is no overstatement of non
tinancial liabilities by Rs 24.71 crores with corresponding understatement of financial
liabilities as stated by audit.

C. OTHER COMMENTS
Statement of Proflt and loss for the year ended 31 March 2022

XIIl Earnings per Equlty Share

1. Company has considered Total Comprehensive Income as the profit attributable to
equity shareholders and the same is taken as nomerator for computing earnings
per share. Profit attributable to equity sharsholders is the amount actually available
for the equity shareholders (i.e. net of other comprahansive income) and the sams
has been reckoned for computation of EPS, as being consistently done since
migration to IndAS during FY 2018-19.

2. Non- reporting of the fact regarding non adoption of previous year's financial
statement in the Annual General Mseting has besn rspliad by the central statutory
auditors as an unintentional omission fromn thsir side.
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT
KSFE LIMITED — AN OVERVIEW

Kerala State Finencial Enterprises Limited (KSFE, the Compsny) is a lsading Miscellensous Non-Banking Compeny
(MNBC) generally catering to the financlal requirements of people belonging to the lowear socio-economic classes,
particulerly in rural end semi-urban areas of State of Kerala and those of NRINRK residing outside the State. The
Company concentrates more on its chitty business and offars othar financisl services viz Personal Loan, Housing Loan,
Vehicle Loan and Term Deposlis etc. It Is one of the highest profits making PSU’s In Kerala. It contlaues fo be the
market leader in chifty sector in the State of Kerala. The Company has grown both in terms of velue and volume dusing
the year under review and further consolldated Its posltion as leading MNBC of lhe country and the market leader in
chitty businass in Kerala. Company’s basic sttempt was to transform the economic life of the peopls who are otherwiss
sidelined and enaure inclusive growth. During the last 5 decades of oparation the Company has achieved significant
growth In different portfollos Viz. personal loan, gold loan, housing loan etc In addition lo chitty, the fiagship business of
the Company. The Company has consistently maintained a rapld pace of growth, demonstrating its abflity to acale up
and to leverage on its well-pstablished brand name.

ECONOMIC REVIEW

In 1848 Kard Marx and Engels published Communist Manifasto with the stunning linas | * A spectrs is haunting Europe —
The specter of Communism. All the powers of old Europs sntared into a holy aliance o exorciss this spectrs: Pops and
Tsar, Mettemich and Guizot, French radicals and German police-apies™. Marx and Engels were trying to descnbe not
only the new methods which were going to conquer the old system of production, distribution and consumption, but elso
the new methods of thinking pattem. They introduced a new mods of economics, which is more and more relevani
today, when a global economy of exploitation was established during the last & first decades of twenfieth and fwenty first
centuries, by widening the gap betwsen super rich and common folk.

But another specter, not like what Marx and Engels had foreseen, is haunting all over the world and all powers of the
world are unifying in a big way to fight the new specter, Covid — 19. Even after wo years since its outbreak, the
pandemic Is stlll confusing all the Rulers, Sclentlsts, Economilsts, In short all the facolty heads of mankind. It troublad the
human activiies considerably though not in a linear manner since 2020, and a “new nomal” slate has astablished all
over the wond which includes many lacks, restrictions and of course a dull & sloggish market. After the second wave,
when things were appearing to be getting setled down, tha new highly spreading variani Omicron amsrged and again
uncertainty resurfaced.

Before the onslaught of Omicron varlant, IMF had predictad a hopeful year ahead for Indl2, as summed up below from
its World Economic Outlook Report releasad during October 2021:-

s Indian Economy which contracted by a record 7.30% dus (o the pandamic was expectad (o grow by 8.50% in 2022

a The World bank pegged down India’s growth forecast to 8.30% for 2021-22 compared (o the earlier estimate of
10.10%. The country’s growth was to be aided by an increase in public investment and other endeavours o boost
manufaciuring

= India's aconomy grew by 20.10% during first quarter of the cument fiscal and & sherp jump in GDP was recorded
mostly on the back of low base sffect as the economy was contracted by a racord 24.40% during the period when
Covid 18 first hit the country

s |MF downgraded the Global economic projection to 5.90% from 8% in ifs latest WEO opdate released ahead of its
annual meeting

= According to Gita Gopinath, Deputy Managing Director IMF the advanced economy Group is expected to regain its
pre-pandemic trend path in 2022 and axceed it by 0.90% in 2024.

s By contrast, aggregate output for the emerging market end devaloplng sconomy group (Excluding Ching) Is
expected to remain at 5.50% bslow the pre-pandemic forecast in 2024, resulfing in a large seatback (o improvements
in their living standards.

The RBI financial stability report published in Dec 2021 highlights the following:

The global economic recovery has been losing momentum in the second half of 2021 in the face of resurfacing
Covid 19 infection, new variant Omicron, supply disruption & bottienacks, elevatad inflationary levels and shifts in
monetary policy structure and actions across advanced economies and emerging market economies.

s On domestic front, notwithstanding the debilitating second wave of pandemic signs, significant progress in
vaccination drive has enabled the recovery to regain lraction aftar slow pace and more recently the corporste seclor
Is galning strength and bank credlt growth is also showing slgns of Improvement.
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In short, sconomy heavily depends upon the vaccination progress and fortunalely our State is ona among the fronl row.
Eventhough the state of global aconomy may hit us, our State is not likely to gel aftscted in a sigaificant manner 2s
during the previous yaar dus to the significant progress in the vaccination drive.

KSFE has always shown its undeterred commitmant towards common public and has always stood up with them during
the course of all adversities whether it be the fiood or the pandamic. Some of the refief measures rolled out by KSFE
during the pandemic period is as stated below:

= Exempted default Intarest of chifty subscribers as well as loaneas (exciuding pass book loan and Gold Loan) upto
23.10.2021.
Allowad Dividend to defaulted prized chitty subscribers upto 26.10.2021.
Introduced “Aswas 2020" & “Aswas 2021° OTS scheme for chronic Osefaulters belonging to RR & Non RR calegories
which anabled them to enjoy complete waiver of default intarsst in chitties & loans and considarable intarest
reguction upto 90% until 31/01/2022.
Introduced Saukhya Gold Loan upto Rs.1 lakh at a nominal interest rate of 5% for Covid patients and their relatives.
Inttoduced Pravasi Bhadretha Micro Loan Scheme (PBMS) uplo Rs.5 lakhs for NRI Retumess at 5% inlerest along
with @ Capital subsidy upto Rs.1 Iskh for safting up new ventures/ expansion of existing facilities.

e Introduced Ajatya Gold Loan exclusively for women, at a nominal interes! rate of 5%.

In his Budget spesch on 15.01,2021, the then Hon'bks Ministar for Finance Dr. Thomas Isaac and in the revised Budgef
speach of Hon'ble Minister for Finance Adv.K.N.Balagopal, KSFE had got prominent mention and many schemes
involving KSFE wers announced. As declared in the budgel speeches, we introduced liability waivar scheme for Prized
Chitty Subscribers who meets with an untimely death after receiving prize money, subject to fulfillment of certain
conditions.

Review of Company's Financlal Performance

Though the hazards arising out of Pandemic hits every now and then, our chitly business reachad INR 2838 Cr as on
31/03/2022 with a fresh business in excess of INR 500 Crores during the current fiscal, an all time record. Though it is a
silver lins, the recent pandemic attack of Omicron Variant is a matter of concam which can reduce the glitter of it. The
Gold Loan Portfolio also reached highest in the history of the Gompany al INR 2838 croras as on 31.03.2022. We are
expecting to have our gold loan portfolio reaching INR 4000 crores by end of curent fiscal.

The total Loan and Deposit portfolio as on 31/03/2022 was INR 8328 Crores and INR 18,400 Crores respectively. The
CD ratio for the year under review was at 48% as compared to comesponding figure of 45% for immediate preceding
year. The total tumover increased to INR 59323 Crores as on 31.03.2022 from INR 52762 Crores of 31.03.2021
representing an increase of INR 6561 Crores. As on 31.03.2022, tha Company has lolal deposits amounting fo INR
8066 Crores with Govt. Treasury including Chitty Security deposit.

For the FY 2021-22 the Company posted a profit after tax of ¥ 105.21 crorss as against ¥ 71.45 crores dunng the
previous year. The Gross income registered an increase of 16% al ¥ 3657 crores as against T 3157 crores of praviovs
years. The earnings per share stood at X 86.77.

Opportunities and Threats

In the secong year of the Covid pandemic, financial institutions have confinued to see hugse changss on all fronts -from
strassad assels due to impacied businesses, to consumer behaviour and digitization of as many fransactons as
possible. The financial institutions fear that any restricions placed locally or across the counfry may hamper the
aconomic progress and lead to economic losses which may further increase the loan defauits. Tha RBI has broughl on a
slew of reforms, actions and initiatives to maintain liquidity in the economy, give relief fo distressed segments, and aid
the banks in helping businessss and individuals tide through the tough times.

The advantages of Chifty Business arising to the Company are (1) repulalion and brand image of the Company as the
market lsader for its chitty products and (2) financial backbons of the Company by helping fo confribute significanity.
The threats to the segment are (1) outbreak of pandemic like Cowvid-18 requiring lockdown of operations affecting
conduct of auction (2} unhealthy compstition from private chitty players and (3) lack of technological support for
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digitising our business and (4) Company Is facing stiff competition from commerdlal banks and NBFCs in retail loan
segment and it Is a threat for its advance portfolio particularly to Gold loan and personal loan schamas.

COVID -19 Concerns:

The outbreak of Covid-19 pandemic poses a serious threat to lives and livelihoods across the wodd and can severely
Impact the global economy, Including Indla. The Impact of the pandemic may pose chalienges In the business continulty,
asset qualfty and liquidity position of your Bank and edequate measurss have been put in place lo respond dynamically
to these challenges and minimise Impact. The RBI and Gavernment of Indla have come out with vaidous measures to
manage the sltvation. Your Company is closely monitoring the situalion and necessary steps are In place o easure
business continuity. The credit quality is being assessed under vanous stress scenanios at close intervals. The liquidity
posltion [s also belng closely watched and contingent liquidity position end aveileble sources of funds to meet contingent
scenarlos are belng assessed perlodically.

Review of KSFE's Overall Business:

The overall business achioved in the FY 2021-22 was ¥ 59323 croras as agains! the businass volume of FY 2021-22
amounting to € 52762 crores representing growth of 12%.

Chitty business achieved in F.Y 2021-22 was INR 30688 Cr. (Including Pravasi Chitty) as egainst INR 26468 Cr of F.Y.
2021-22 signifying growth of 15.84%. The lotal sala of chitties conductsd during the period 2021-22 from sl the
branches put together rose to INR 2838 Cr. as against INR 2410 Croras at the end of pravious yaar, reqglsterng an
increase of 17.78%, translating to INR 428 Crores during the year under raview. Total number of subscribers also
increassd to 2347088 during 2021-22 from 2073184 at the end of previous year.

Advances amounting to ® 8329 Crores and Deposlt buslness to the tune of T 18400 Crores were achleved during the
FY 2021-22 as agalnst the advance and depasit business of T 8112 Crores and T 1B180 Croras respecilvely for FY
2020-21.

During 2022-23 the Company intends to further strengthen the basic tenets of appropriate Asge( Liabiity Management
{ALM) policy, for managing its deposit & advances portfolio. The Company has already requested the Government (or
suitably increasing guarantee limit. Focus would be given to broaden the spectrum of low-cost fund, such as Sugama
Depaosits. Students’ deposit is also envisaged.

Chifty Business:

The Company intends to continue the established pattern of its branded chities campaigns (laced with stiractive prizing
schemes and value additions) at appropriate time during the curent £Y also. The prizing scheme & value additions
would be decided upon subsegquently considering the market trends and prafarances from time to time. Praferancs wil
be given on monthly chitties of subscription 1 lakh or below 1o control defaulis in chitty in a desired manner.

Advance Business:

The changes/modifications brought in by the Company during cumrent year have provided a strong plafform for
signlificant Increase In our advances portfollo. The Company proposas to strangthen lts chitty based loan schemes, gold
loan and Housing finance scheme in the next year. The Company inlends to suitably revisa its lending schemes and
intfroduce more attractive schemes which will support weaker sections and also cater (o the loan requirement of affiueni
class.

Internal Control Systems and thelr adequacy

The Company’s intermal controt systems are commensurate with the nature of its business, the size, and compilexity of
its operations. Internal control systems operate at different levels of effectiveness. These policies and procedures play a
pivotal role in the deployment of the internal controls. They are regularly reviswed fo ansure both relevance and
comprehensiveness, and compliance i3 ingrained into the managemenl( review process. There are adequate intemal
control systems in vogue in all spheres of operations of the Company so as o ensure safely to its assels against loss.
These internal controls are designed in such a way o ensure adequals accounting and finencial confrols. The inlemal
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control system Is being continuously reviewed by the Menagement end edeguate steps are teken for improvement,
wherever fslt.

Internal Augit Department of the company at Corporate Office and Units, reviews comgpliance with the Company’s
procedures & policles. The department coordinates with the Unit/Divisions of the Company for ensuing coverage of all
major areas of operations and such Intemal financlal controls with referance to Flnancial Statements are adequate.

Humsan Resources and the Infrastructurs davelopmant

As on March 31, 2022, Company had 7917 personnel on its rolls compared to 7515 as at the end of previous year. The
detailed information on material developments in Human Resourcss is given in Dirsctors' Report,

Caufion

Statements made In the Management Discussion and Anglysis eboul your Company’s objectives, estimates and
expectations may be “forward looking statements™ within the meaning of applicable securities laws and regulations.
Actual results could differ materially from those expressed or implied. important factors that could meke a difference o
the Company's performance include economic conditions aftecting demand/aupply and price conditions in the domestic
market in which your Company operates, changes in Governmaeni regulations, tax laws, statutes and other incidentgl/
related matters.

For and on behalf of the Board of Directors,

8df-

K Varadarajan
Chairman
DIN: 08157488
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CORPORATE GOVERNANCE
Company's phliosophy on corporate governance

Corporate Govemance philosophy of the Company Is based on the principias of eqully, faimaess, trensparency, splil of
law and honest communication. Company belleves that sound Comporate Govemance is vital to retsin public
canfidencs, stakeholders’ trust and ensure efficient working and proper conduct of the business of the Company.
Development of Corporate Govemance guidelines Is a conlinuous process which evolves over a period of time and
undergoss changes to suit the changing times and needs of the business, society and the nation.

Board of Directors

The composlition of the Board has been In compliance with the Companies Act and Memorandum and Articles of
Association of the Company. As on 31.03.2022 the Board of Direclors of the Company comprised 15 ODireclors
including Chairman. Except Managing Director, the res! of the Diractors are non-executive Directors. The 8oard of
Directors has been functioning in a professional and transpareal mannes.

The 8oard invariably meets in every month ang evaluales the performance of the Company. All major policy and
business decisions of the Company are placed before the Board and decisions are laken after due deliberations and
with mutual consensus. Tha Board at varlous occaslons has conslitutad various sub-commifiees to monltor the progress
of various projects/schemes introduced by the Company. The Company adheres to the provisions of the Companies
Act, 2013 read with the Rules issued there under and Secretarial Standards with respect to convening and holding the
meetings of the Board of Directors, its Committees and the Genaral Maatings of the sharsholdars of the Company.

During the year 2022-22 the Board met on 11 occcasions. The dates of Board meetings were:- 28-04-2021, 24-06-2021,
27-07-2021, 26-08-2021, 30-09-2021, 06-11-2021, 19-11-2021, 23-12-2021, 04.02.2022, 26.02.2022 and 25-03-2022.

Details of attendance are given below;

Sl. | Name of Director No. of meetings held | No. of moestings
No during the yesr (after | attended
initial appaintment)

1 | Adv. Peelipose Thomas 7 7
2 | Mr K Varadargjan 4

3 | Sr. VP Subramanian 11 i1
4 | Si. K Inbasekar, |IAS 11 6
5 | Smt. Mini VR™ 4 1
6 | Smt. K Gestha* 1 Nil
7 | SmtBS Prestha#t 7 7
B | Smit Sini J Shukkoor## 8 8
9 | Adv. Reji Zachanah 11 11
10 | Adv. V K Prasad 11 11
11 | Sri. P C Pillai 11 8
12 | Sri. Muhammead Sha 11 i1
13 | Sri. P V Unnikrishnan 11 8
14 | Sri. KN Gangadharan 11 11
15 | Sri. D Narayana 11 i1
18 | Sr. P K Anandakuttan 11 i1
17 | Si. Vijayan Cherukara 11 8
18 | Sri. R Rajagopal 11 11

*Coased (o be @ member w.e.f 22.07.2021

“Caased o bs 8 member w.8.1.02.09.2021

# Smt BS Prosctha was appointed es Director of the Company w.e.f. 02.08.2024

## Smit Sinl J Shukkoor was appolnted ss Director of the Company w.e./. 22.07.202%
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Audlt Committee of the Board

The Company has an independent Audit Committee in compliance with the provisions of Section 177 of the Companies
Act, 2013. The Audit Commitiee provides direction to the audit functions and monitors the guality of Intemel and
Statutory audlt. The scope / responsibilities of the Audlt Committee Include the following:

1.

Review of intemal audit function, including structure of the intemal audit deperimenl, staffing and seniority of the
officlal heading the department, reporting structure and frequency of intemal audit.

To review the findings of any internal investigations by the infamal auditor in to matters where thers is a suspected
fraud or Iregularty or a fallure of Internal control systems of a material nature and reporting the matier to 8oard.

Discussing with intarnal auditors/AG's Auditors, any significant findings and Icllow-up therson.

Reviewing with the manggement, external and intamal audilors, the adequacy of intamal contro} systems and
recommending improvements to the management,

Discussing with external auditors befora the audit commencss the nature angd scope of audit as wall as conducts
post-audlt discusslons to discuss any areas of concemn.

Reviewing the Company's financial risk management policies.

Oversseing the Company's financial reporting procass and the disclosure of its financial information to ansura that
the financial statements are correct, sufficient and credible.

Approving the fees for non-audit services provided by the firms of stafutory auditors.

Raviewing with the managesment the periodic financial statements, before  submission (o the Board, focusing
primarily to;

(@) Any changes in accounting policies and practices.

(b) Major accounting entries based on exercise of judgmsni by management.
(¢) Qualifications in draft audit report.

(d) Significant adjustments arising out of audit.

(8) Compliance with accounting standards.

The Audit Committee of the Company consisted of four Directors; Sni. K Inbasekar, IAS, Smit.Sini J Shukkoor, Smt. 8BS
Preetha and Sri PC Pillai were the members of the Commiittee during the period. During the period under review Audit
Committse met once. Details of attsndance are given bslow;

Sl. No Name of Member No. of meetings held | No. of meetings
during the period and after | aftended
appointmeant

1 Sni. K Inbassakar 02 02
2 Smt Sini J Shukkoor 02 01
3 Smt BS Prestha 02 02
4 Sni, PC Pillai 02 01

* Smt Gesthe K and Smt Mini VR Ceased fo be members of the Committee conssquent (o their retirement from
the Board.

The Board has accepled all the recommendations of the Audit Commifles. The disclosures made hersin shall be treated
as disclosures required to be made under sub-section (8) of Seclion 177 of the Companies Act, 2013.
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Corporste Soclal Responsi|billty (CSR) Committee

The Comporate Social Responsibility (CSR) Committee has been formed in conformity with Section 135 of the
Companles Act, 2013 read with the Companles (Corporate Social Responsibility Policy) Rules, 2014,

The members ¢f the Committee as ¢n 31.03.2022 were:

1. Adv. Peelipose Thomas : Chairman
2. Adv. Reji Zachariah : Membar
3. Adv. V K Prasad : Member
4. 8rl. VijayanCherukara : Member
5. Sni. R Mohammad Sha : Member
8. Sri. P K Anandakuftan : Member
7. Srl. VP Subramanian : Member

The Committee's terms of reference include the following:

- formulate and recommend to the Board, a CSR Policy which shall indicate the activities (o be undertaken by the
Company as specified in Schadule VI of the Companias Act, 2013;

- recommend the amount of expenditure to be incumed on the activitiss referred {0 above;

- monitor the CSR Policy of the Company from time to time;

- prepars a3 transparent monitoring mechanism for ensuring implementation of the projscts/ programmes / activitiss
proposed to be undertaken by the Company; and

- such other activities as the Board of Directors may determine from tima to tme.

During the year ended 31st March, 2022, the CSR Commitise mel two timas on 04.01.2022 and 25.03.2022. Details of
aftendance are glven below;

Sl. No Name of Member No. of meetings held | No. of meetings
during the period and afier | attended
appointmant

1 Mr K Varadarajan 02 02
2 Mr. VP Subramanlan 02 02
3 Agv. VK Prasad 02 02
4 Adv. Reji Zachariah 02 02
5 Mr.VijayanCherukara 02 02
6 Mr. R MohammmedSha 02 02
7 Mr. PK Anandakuttan 02 02

Compliance with Secretarial Standards

Your Company is in compliance with the applicable Secretarial Standards issued by Tha Instiita of Company
Secretaries of India and approved by the Central Govemment under Section 118(10) of the Companies Acl, 2013 for FY
2021-22.

Digclosures

During the year, the Company did not enter into any material related party Gransactions with its dirsctors or senior
management or their relatives that would potentially conflict with and or adversely affect the interests of the Company
and against the provisions of The Companies Act. The Company has complied with all the directives issued by all
statutory authorities. No penaltles and stricturas were Imposag on the Company by any of tha regulatory authoritias vz,
Reserve Bank of India, Registrar of Companies etc. for non-compliance with any laws, guidelines and directives during
the year.

For and on behalf of the Board of Diractors,

Sdr-
K Varadarajan

Chalrman
DIN: 08157406
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INDEPENDENT AUDITORS' REPORT

To the Membars of The Kerala State Financlal Entsrprises Limited,
Thrissur

Report on the Audlt of the Standalone Financlal Statements

Qualifled Opinlon

We have audited the accompanying standalone financial statements of The Kerala State Financial
Enterprises Limited (the Company®), which comprise the Balance Sheet as at March 31, 2022, and the
Statement of Profit and Loss (including Other Comprahensive Income), the Statement of changes in equity
and the statement of cash flow for the year then ended and notes lo the standalone financial statements,
including a summary of significant accounting policies and other explanatory informalion, in which are included
in the financial statement for the year ended on that date.

In our opinion, and to the best of our information and according to the explanalions given to us, except for the
effects of the matter described in the Basis of Qualified Opinion section to our repord, the aforesaid standalone
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 accounting principles generzally accepied in India
including the Indian Accounting Standards (Ind As) specified under the 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 March 31, 2022, and its profit including
other comprehensive income, its cash flow and the changes in equity for the year ended on that date.

Basls of Quallfled Opinlon

1. The company follows the practice of recognising the income by way of forfeiled veethapalisha only
after the respective chit is terminated and all the arrears are setlled. Accordingly, a sum of 1,55,830.44
lakhs has been accumulated as ‘unpaid vesethapalisha’ and classified under Financa payable-
Chitty/Kuri under ‘other financial liabilities. The above balancas includes forfeited veathapalisha
amounting to Rs.13,777.19 lakhs relating to the forfeited chitfy fickets, which in any way, does not
relate to the arrears outstanding under such chits. Hence, in our opinion, the company ought to have
applied the principles of Ind AS 115 for the recognifion of revenue from the chits and accordingly, the
above balance of Rs 13,777.19 Lakhs in its entirety, should have been recognized 2s income as soon
as the stage wise performance obligations have been satisfied by the customer. This violation of the
principles of Ind AS 115 has resulted in overstalement of the ‘other financial liabilities and
understatement of the ‘ravenue from chit fund operations’ under revenue from operations amounting
to Rs.13,777.19 lakhs.

2 Unreconciled balances/suspense accounts
e Other non-financial assets include a2 sum of 17,067.62 Lakhs being the net balance of all
unreconciled inter branch/region/head office accounts. We are informed that these ‘balances are
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the net balances of various inter-branch accounts’ carried over from all the branches of the
company and most of the balances are cutstanding for very long and no reliable informabon is
made available to us. On a prima facie verification, the above balances includes very long
outstanding balances and the lack of proper and prompt reconciliation of these balance poses
serious challenges in terms of both financial and operational risks including the risk of delay in
detection of potential frauds, misappropnation and errors in financial reparting, it any. Provision
amounting to Rs.2,500 Iskhs has been created against the sbove unreconciled inter
branch/region/head office accounts. However we are unable to comment on the adequacy of the
provision created amounting to Rs.2,500 lakhs.

= With respect to ‘Other non-financial ligbilities’ the camying amount includes a sum of 860.61
lakhs being the unreconciled balances in temminated chits.

= The cerrying amounts of ‘other financial ligbilities’ and ‘provisions’ include 34,152.97 Lakhs and
8.09 lakhs respectively, being the net balances of unreconciled suspense accounts, the nature
of which is not ascertainable. The impact of such balance on gross or net basis on the Anancial
statements are not ascertainable. The amounts are significant and likely to have the effect of
material overstatement of financial liabilities.

3 The company has recognized provision for losses on fraud/miss-appropnation amounting fo
Rs.1159.74 Lakhs for the year in which Rs.538.07 Lakhs, represents 50% of the aggregate amount
involved in the instances of fraud/miss-appropriation instances occurred during last 8 months of the
reporting year. In our opinion non creation of provision for balance 50% in respect of the fraud
reported for less than 6 months during the year has resulted in overstatement of assels and
overstatement of profit for the year amounting to Rs.538.07 lakhs..

4 In respect of some branches, the company has nof comectly accounted for the impacl of the
unidentified credits and debits in the bank accounts and time-bamed and dishonoured cheques, which
are long outstanding and kept pending in the bank reconciliation. In our opinion, the company ought to
have reversed such balances to the respective personaliparty accounts, thereby reversing the
transactions from the bank accounts. This could have resulled in the understatement or oversiatament
of the balances accounted under ‘Balance with Banks/Treasury’ and comresponding personal account.
In the absence of sufficient information, we are unable fo comment the impact of the same on the
financial statement of the company.

5 The company has classified the '‘Amount Recoverable from Prized Subscribers' amounting to
27,73,866.16 Lakhs as loans under financial assets measured at amortized cost.
As per the provisions of Ind AS 109 'Financial Instruments’ read with Ind AS 107 and 32, income from
any financial asset measured at amortized cost shall be measurad using the effective intersst rats
method, by applying the effective interest rate (EIR) to the gross carrying amount of the assef. This
accounting treatment, according to the company management is not practical to the business model of
the company and hence has not been followed. In the absence of adequate information, we are
unable to comment on the impact of the same on the financial statements of the company.

6 Company has not transferred the entire amount of the contribution received from removed subscribers
amounting to 17,183.04 Lakhs to a separate bank account, which is in violation of Section 30 (1) of
Chit Funds Act, 1882, This has resulted in non-compliance with the provisions of Chit Funds Act, 1982.
The impact of this noncompliance for the purpose of standards on auditing 250 (SA 250) in the
balance shest is unlikely to be a material misstatement except for likely penalties imposable for non-
compliance.
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7 The role of the company as an agent of Government of Keralz in respect of Revised 8hadrathe Social
Security Scheme (R8D) on the commission basis. The scheme has been discontinued; however, the
Sociel Sacurity Scheme (Revisad Bhadratha) account shows 2 net balence of Rs.3083.78 lakhs due
to pending reconciliation. In the absence of confirmation and reconciliation, the impact thereof, if any
on the finandal statements is not ascertainable at this stage.

We conducted our audtt of standalons financial statements in accordance with the Standards of Audiling (SAs)
as specified under section 143 (10) of the Act. Our responsibilities undar those standards are further described
in the ‘Auditor's Responsibilities for the Audit of the standelone Financial Staisments’ seclion of our report. Wse
are independeant of the Company in accordance with the ‘Code of Ethics’ issued by the Institute of Chartered
Accounts of India (ICAI) together with the ethical requirements that are relevant to our audit of the standalone
financial statements under the provisions of the Act and Rules thersunder, and we have fulfilled our ethical
responsibllities in accordance with these requirements and the Code of Ethics.

We believe that the audit svidence obtained by us is sufiicient and appropriaie to provide a basis for our audil
opinion on the standalone financial statements.

Emphaslis of Matter
We draw attention to:

1. Note No.29.18 of the notes forming part of the financial statements regarding the non-transfer of the
unclaimed matured deposits to Invesfors Educalion and Profection Fund (IEPF), pursuant fo the
Section 125 of the Companies Act,2015.

2. Note No.29.22 of the Notes farming part of the financials statsments regarding the non-availability of
the confirmation of outstanding balances in respect of the amounts due from and fo the customers and
chit subscribers,

Information other than the Standalone financial statements and auditors’ 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 Managemeni Discussion and Analysis, Board’s Report
including Annexures to Board's Repori, Business Responsibility Report, Corporate Govemance and
Shareholder's Information, but doas nat include the standalons financial statements angd our auditors report
thereon.

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

In connection with our audit of the standalone financial statements, our raesponsibility is to read the other
information and, in doing so, consider whether such olher information is matsrially inconsistent with the
standalons financial statements, or our knowledge obtainsd in the audit or otherwise appsars to be malerially
misstated. If, based on the work we have performed, wa concluds thal there is 2 material misstatarnent of this
other information; we are required to report that fact.

As the company has not provided the annual reporl and the other information as referred above, we have
nothing to report in this regard.

Rasponsiblllitles of Management and Those Charged with Govarnanca for the FInanclal Stataments

The Company’s Board of Directors is responsible for the mafters stated in section 134 (5) of the Act with
respect to the preparation of these standalone financial statements that give a bue and fair view of the
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financial position, financial performance including other comprehensive income, cash flows and changes in
equity of the Company in accordance with the Ind AS and ather accounting principles generally acceptsd in
India.

This responsibility also includes maintenance of adequatse accounting records with the provisions of the Act for
safeguerding of the assets of tha company and for preventing and detecling frauds and other imegularities;
selection and application of appropiiate accounting policies, making judgments and estimates that are
responsible and prudsnt; and design, implementation and maintenance of adequate intemal financial controls,
that were operating effectively for ensuring the accuracy and complstensss of the accounting records, relevant
to the preparation end pressntation of the standalone financial statement that give a true and fair view and are
free from matenial misstatement, whether due to fraud or error.

In preparing the standalone financial statement, the management is responsible for assessing the Company’s
ability to continue as a going concem, disclosing, as applicable, metters related to going concem and using
the going concem basis of accounting unless the management either intends to liquidate the Company or o
cease operations, or has no realistic altemative but to do so.

The Board of Directors are responsible for overseeing the company’s financial reporting process.

Auditor’s Rasponsibllitias for tha Audit of the FInanclal Statemants

Our objectives are to obtain reasonable assurance aboul whether the standalone financial statements as a
whole are free from material misstatement, whether dus fo fraud or error, and fo issuse an auditor’s raport (hat
includes aur opinion. Reagscnable assurance is a highlevel of assurance buf is not a guarantee that an audit
conducted in accordance with SA's will always detect a material misstatemnent when it exists. Misstatements
can arise from fraud or error and are considered matenal if, individuzally or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taksn on the basis of these standalons
financial statements.

As part of an audit in accordance with SA's, we exercise professional judgement and maintain professional
skepticism throughout the audit. We also:;

= |dentify and assess the risks of material misstatement of the standalone financial siatements, whether
due to fraud or error, design and perform audit proceduras responsive to those risks, and obtzin audit
evidence that is sufficient and appropriate to provide 2 basis for our opinion. The risk of not datecling a
rmatenal misstatement resulting fram fraud is higher than for one resultng from emor, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the oveiride of inlernal control.

= Obtain an understanding of intamal contral ralevant fo the audit in order to design audit procedures
that are appropriate in the circumstances. Under secfion 143(3)() of the Companies Acf, 2013, we are
also responsible for expressing our opinion on whether the company has an adequale internal
financial control system in place and the operating sffsctiveness of such controls.

« Evaluate the appropriations of accounting policies used and the reasonableness of accounfing
estimates and related disclosures made by management.

= Conclude on the appropriateness of managemsn(’s use of the going concem basis of accounting and,
based on the audit evidence obtained, whether a matenal uncertainty exists relafed to events or
conditions that may cast significant doubt on the company’s ability o confinue as a going concem. If
we conclude that a material uncertainty exists, we are required to draw attantion in our auditor’s report
to the related disclosures in the standalone financial statements or if, such disclosures are inadequaie,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
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auditor's report. However, future events or condilions may cause the Company to cease o conbnue
as a going concemn.

- Evaluate the overall presentation, structure and content of the standalone financial statements,
including the disclosures, and whether the standslone financial statements represent the underlying
transaction ang events in a manner that achieves fair prasentabion.

Materiality is the magnitude of misgtaterments in the standzlons financial statements that, individually or in
aggregate, makes it probable that the economic decisions of 2 reesonsbly Knowledgeable user of the
standalone 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 evaluale the
offect of any identified misstatements in the standalone financial statements.

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

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

From matters communicated with those charged with govemance, we determine those matters thaf were of
most significance in the audit of the financial statements of the cument period and are therefore the key audit
matters, if any. We describe these matters in our auditor's reporl unless law or regulation precdludes public
disclosure about the matter or whan, in extremely rare circumstances, we detarmine that 2 matter should not
bs communicated in our report bacauss the advarse conssquances of doing 80 would reasonably be axpected
to outweigh the public interest benefits of such communication.

Other Matters

The Head Office of the company and Ravenus Recovery Office associated with head office, regional office,
Special Deputy Tahsildar (SDT) office and 53 branches in the Thrissur region has been audited by us.

We did not audit the financial statements/financial information of 12 Regional Offices, 08 SOT ofiices and 578
branches coming under these regional offices and 1 NRI Chitty Centre whoss financial statementsffinancial
information reflect total assets of Rs 41,52,239.12 as at 31# March ,2022 and total revenue of Rs. 3,44,877.83
Lakhs for the year ended on that date, as considered in the financial statements. The Audif has been
conducted by the other auditors based on the appointment given by the Comptroller and Audit General of
India. Only trial balance has besn prepared at the branch/regional level. Thess financial statements/financial
information have been audited by other auditors whose reports have been furmished fo us by the management
and our opinion on the standalone financial statements, in 50 far as it relates to the amounts and disclosure
included in respect of these Regional offices and Branch, and our report in terms of sub-section (3) of Section
143 of the Act, in so far as it relates to the aforesaid, is based solely on the report of tha othar auditors.

Our opinion is not qualified in respect of these mafters.

Raport on other lagal and regulatory requirementa

i.  As required by the Companies (Auditors Report) Order, 2020 issued by the Cenfral Government of
Indian in terms of sub-section 11 of section 143 of ths Act, we give in the Annexure A statement on
the matters specified in the paragraphs 3 and 4 of tha order, fo the extend applicable.
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ii.  Agrequired by section 143(3) of the Act, we repart that:

a)

d)

We have sought and except for the matters described in the Basis of Qualified Opinion
Paragraph obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purpose of cur audit.

Excepts for the effects of the matters descrbed in para "Basis of Qualified Opinion™ above,
proper books of accounts as required by law have been kept by the Company so far as
appears from our examination of those books a2nd repoits of the other auditors.

The balance sheet, the statement of profit and loss (including other comprehensive income),
Statement of changes in Equity and the cash flow statemant dealt with by this report are in
agreement with the books of accouni and with the accounts received from the Regional
Offices/ Branches which have been audited by other branch/ Regional auditors.

In our opinion, except for the effect of the matters descabed in the Beasis for Qualified Opinion
paragraph above, the aforesaid standalone Ind AS financial statements comply with the
Accounting Standards specified under Seclion 133 of the Act, read with Companies (Indian
Accounting Standards) Rules, 2015, as ameanded;

On the basis of the written representations received from the directors as on March 31,2022
taken on record by the Board of Directors, none of the directors is disqualified as on March
31, 2022 from being appointed as a director in terms of Section 164 (2) of the Act;

With respect to the adequacy of the infemal financial conbols with reference fo these
standalone Ind AS financial statements and the operating effectivensss of such confrols, refer
to our separate Report in “Annexure B" fo this report;

Being a Government company, the provisions of sec 187 of the act with respect to the
matters to be included in the Auditors Report is not applicable.

With respect to the matters to be included in the Independent Auditor’s Report in accordance
with the Rule 11 of the Companies (Audit and Auditors) Rules 2014, in our opinion and to the
best of our information and according to the explanation given fo us;-

i.  The Company has disclosed the impact of pending litigations on its financial position
and disclosed in its standalone financial statements (Refer Note 28.5 lo the
standalone Ind AS financial statements);

ii. The Company did not have any long-ierm contracts including derivabve contracts for
which there ware any material foreseeable losses;

ii.  While there has been no delay in fransferring amounts, required to be kransferred, to
the Investor Education and Protection Fund by the Company, the related shares
could not be fransferred due (o technical issuss. We were informed that the
Company is taking necessary steps in this regard.

(8) The management has represanied that, to the best of its knowledge and belisf,
no funds have been advanced or loaned or invested (either from borrowed funds
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Emakulam
10.04.2023

or share premium or any other sources or kind of funds) by the Company 1o or in
any other person or entity, including foreign entties (“Intermediaries”), with the
understanding, whether rscorded in wrting or otherwise, that the Intermediary
shall, whether, directly or indirectly lend or invest in other persons or enltities
identified in any manner whatsoever by or on behalf of the Company (*Ulbmate
Beneficlaries”) or provide any guarantes, security or the like on behaif of tha
Ultimate Beneficiaries.

The management has represented that, to the best of its knowledge and belief,
no funds have been received by the Company from any person or enlty,
including foreign entities (*Funding Parties”), with the understanding, whether
recorded in writing or otherwise, that the Company shall, whether, directly or
indirectly, lend or invest in other persons or enfilies identifed in any manner
whatsoever by or on behalf of the Funding Party (“Ultimate Beneficiaries™ or
provide any guarantes, security or the like on behalf of the Uitmate
Beneficiaries; and

Based on such audit procedurss performed that have been considered
reasonable and appropriate in the cdrcumstances, nothing has come to our notice
that has caused us to believe that the representations under sub—clause (a) and
(b) contain any material misstatsment.

The final dividend paid by the Company during the year in respect of the same
declared for the previous year is in accordance with Section 123 of the Act to the
extent it applies to payment of dividend. The company has not dedlared or paid any
dividend during the year in contravention of the provisions of section 123 of the
Companies Act, 2013.

As required by Section 143(5) of the Act, we have considered the directions issued by the
Comptroller and Auditor General of India, the aclion taken thereon and its impact on the
accounts and financial statements of the Company in® Annexure C".

For K. VARGHESE & Co.
Chartered Accountants
(Finm Registration No. 004525S)

S4d/-
Sam Varghese
Partner
(Membership No. 216479)
UDIN:23216879BGSBPX8922
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Annexure ‘A’ to the Independaent Audltors’' Report

(Referred to in Paragraph (1) under ‘Report on Other Legal and Regulatory Requirements' saction of our
Report)

To the best of our information and according to the exglanations provided to us by the Company and the
books of account and records examined by us in the normal course of audit, we state that:

1. 2) (A) The Company has maintained proper records showing full particulars of Property,
Plant and Equipment (PPE) in the computer system, Howsver, the quantitative
details and location of the assets are not properly updated in the assal registsr.

(B) The Company has maintained proper racords showing full particulars  of intangibles
assets.

b) The property, plant and equipment were physically verified during the year by the
management in accordance with a regular grogramme of verification al reasonable
intervals, However, we are not provided with the penodical physical vernfication
reports for the year end. Also, we understand that the register of PPE does nof
contain the identification particulars and the quantitative particolars; we are unable to
comment on the sufficiency and completeness of the physical verification of the PPE.

As we are not provided with physical verification report of the PPE, we are unable to
comment on the material discrepancies, if any, noticed in such verification and the
accounting treatment of such discrepancies noticed.

c) According to the information and explanalions given by the management, the life deeds
of all the immovable properties (other than properies where the Company is the
lessee and the lease agreements are duly executed in favour of the lessee) are held
in the name of the Company except in the following cases, we are informed that tille
deeds are nof available with the company.

Description  of | Location Area of Land Remarks
property

Cost as per the
Land in Sy. No: Thrssur 75 Cent acocounting records
266/2 is Rs 1.73 Lakhs

Land value is not
paid/ accounted in
accounting records
of the company, as
Land Kollam 15 Cent the cost is not yet
decided by the
Gowvt. of Kerala

d) The Company has not revalued its Property, Plant and Equipment (including Right of
use assets) or intangible assets during the year ended March 31, 2022,
e) There are no proceedings initiated or are pending against the Company for holding any
Benami property under the Prohibition of Benami Property Transactions Act, 1988
and rules made thereunder.
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II. The company does not have any inventory other than the stock of stationery. We are informed
that the stock of stationery has been verified at reasonabls intervals by the management and
no material discrepancies were noticed dunng such vaafication.

IIT. a) A) In our opinion and based on Regional Auditors Report and according to the information
and explanation given to us, the Company has not provided loans, advances in the
nafure of loans, stood guarantee or provided security to subsidiaries, joint ventures,
and associstes;

B) During the year the Company has given loan amounting to Rs.405,000.00 Lakhs to
another government company and the balance outstanding Rs.412,612.47 Lakhs at
the balance shest date with respect to such loans or advances and guaranteas or
security.

b) In our opinion, the investments made and the terms and conditions of the grant of
loans, during the year are, prima facie, not prejudicial to the Company’s interest.

c) In respect of loans granted by the Company, the schedule of repayment of principal and
payment of interest has been sfipulated and the repayments of principal amounts and
receipts of interest have generally been regular as per stipulation.

d) In respect of loans granted by the Company, there is no overdue amount remaining
outstanding as at the balance sheet date.

8) No loan granted by the Company which has fallen dus during the year, has been
renewed or extended or fresh loans granted to seftle the overdue of exisling loans
given to the same parties.

fy)  The Company has not granted any loans or advancsas in the naturs of loans sithar
repayable on demand or without specifying any lerms or period of repayment during
the year.

Iv. In our opinion and according to the information and explanations given to us, the Company
has granfed loans or made investments or given guaranfees or securities only with the
approval of Ministry of Finance, Government of Kerala, and the provisions of section 185 and
186 is not applicable to the company. Hence, the requirements of clauss (IV) of (3) of the said
order not applicable.

V. According to the information and explanations given (o us and according to the examination of
records, the company has accepted deposits from the public. We are informed that the
company is a miscellaneous Non-Banking Financial company conducting the businass of chil
and is regulated by the Ministry of Finance, Government of Kerala.

VI. According to the explanations and informaton given by the management, maintenance of cost
records has not been specified by the Central Govemment under sub-section (1) of seclion
148 of the Companies Act, 2013 for any of the aclivities of the company. Hence, the provision
of clause (VI) of (3) of the said order is not applicable to the company.

VII. a) According to the information and explanations given to us, no undisputed amounts payable
in respect of Goods and Services Tax, provident fund, employees' state insurance,
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income-tax, duty of custom, duty of excise, cess and other statutory dues wers
outstanding, et the year end, for a penod of mors than six months from the date they
became payable except in the following cases.

Nature of dues Amount i Period

EPF | 10.63 Lakhs 2004-2021

b) According to the records made available to us and the information and sxplanation given by
the management, the particulars of dues of income-tax, sales-tax, service tax, duty of
custom, duty of excise, value added tax, cess and other statutory dues have not been
deposited on account of any dispute, are as follows:

Name of the | Nature of dues | Amount (in | Period in which | From where the

statute Lakhs) the dispute relatas | dispuie pending

Finance Act, | Service tax 0.66 July 2012-Oclober | Commissioner of

1984 2012 Centrel Excise &

364 201213 to 2014- | Customs (Appeals)
15

Income  tax | Income tax 5,973.71 AY 2018-19 Commissioner of

Act, 1961 Income Tax
(Appeals), Kochi

VIII. The Company has not surranderad or disclosed any transaclion, previously unrecorded in the
books of account, in the tax assessments under the Income Tax Act, 1861 as income during the
year. Accordingly, the requirement to report on clause (VIII) of (3) of the Order is not applicable fo
the Company.

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

b} The Company has not been declared as wilful defaulter by any bank or financial institution or
government or any govemment authority.

t) According to the information and explanation given to us, term loans were applied for the
purpose for which the loans were obtained;

d) According to the information and explanation given lo us, funds raissd on short terrn basis
have not been utilised for long term purposes;

a) According to the information and explanaton given (o us, the company has not aken any
funds from any entity or person on account of or to meet the obligations of its
subsidiaries, associates, or joint ventures;

f) According to the information and explanation given to us, the company has not raised loans
during the year on the pledge of securiies held in its subsidianies, joint ventures, or
associate companies

X. a) According to the information and explanations given by the management, the Company has
not raised any money during the year by way of initial public offerfurthar public offer
(including debt instruments) hence, reporting undsr clauss 3(x)(2) is not applicable to ths
Company and hence not commented upon.
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XII.

XTI1I.
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b) During the year, the Company has not made any praferential allotment or private
placement of shares or convertible debentures (fully or partly or optionally) and hence
reporting under clause 3(x)(b) of the Order is not applicable to the company.

Based upon the audit procedures performed for the purpose of reporting the true and fair view
of the financial statements and according to the information and explanations given by
management, no fraud by the Company has bean noticed or reported during the courss of our
audit. However, as informed by the management, there have been cerain instances of fraud
on the company by employees where chitty related misappropriations/improper acceptances
of security/document fabrication etc. (excluding chifty infiation) have occurred for an estimated
amount of Rs.1618.71. The financial impact of frauds in respect of chitty infiation has not been
ascertained. The Company has created a provision for Rs.1159.74 Lakhs during the ysar in
respect of frauds identified during the year.

In our opinion, the Company is not a Nidhi company. Therefore, the provisions of clause 3(xii)
(a) to (c) of the order are not applicable to the Company and hence not commented upon.

Being an unlisted Government company, the provisions of Section 188 relating to the related
party transactions are not applicable to the company. According to the rscords of the
Company examined by us and the information and explanafion given to us, the company has
complied with the provisions of Section 177 with respect to the ransaclions with the related
parties. The details of such transactions have been disclosed in the financial statements etc.
as required by relevant accounting standards.

a) The Company has an internal audit system commensurate with the size and nature of its
business.

b) The internal audit reports of the Company was not issued till the date of the audit report, for
the period under audit for the KSFE Head Quarter.

According to the information and explanations given by the management, the Company has
not entered into any non-cash transactions with directors or pasrsons connscted with him as
referred to in Section 192 of Companies Act, 2013.

a) According to the information and explanations given fo us, the company being a
Miscellaneous Non-banking Financial Company (MNBC) camying on the business of chits,
regulated by State Government of Kerala, is nof required to obfain registration with R8I as
above

b) On verification of the financial statement of the company for the year anded 31-03-2022, wa
understand the Company carries ouf financial business along with chit business. The
financial assets of the company as at 31-03-2022 exceed 50% of the lotal assets of the
company. Also, the incomsa from such financial assets constifutas mora than 50% of the
gross income of the company. As such, the company falls within the criteria specified
under section 45-|A of the Reserve Bank of India (RBI) Act, 1934 for obtaining registration
as Non-banking Financial Company (NBFC). However, the company being a
miscellaneous Non-banking Financial Company (MNBC) camying on the business of chits,
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regulated by State Government of Kerala, is not required to obtain registration with R8I as
above.

c) The Company is not a Core Investment Company as defined in the regulations made by
Reserve Bank of India. Accordingly, the requirement to report on clause 3(XVI) of the
Order is not applicable to the Company.

d) The Group does not have more than one CIC as part of the Group, hence, the reguirement
to report on clause 3 (XVI) (d) of the Order is not applicable to the Company.

XVII. The Company has not incurred cash losses duning the financial year covered by our audit
and the immediately precading financial year.

XVIIL. There has been no resignation of the statutory auditors of the Company during the year.

XIX. On the basis of the financial ratios, ageing and expected dates of realization of financial
assets and payment of financial liabilities, other information accompanying the financial
statements and our knowledge of the Board of Directors and Management plans and based
on our examination of the evidence supporting the assumptions, nothing has come lo our
attention, which causes us 1o beliave that any material uncertainty exists as on the dafe of
the audit report indicating 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 lhe
Company. We further state that our reporting is based on the facts up to the dats 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.

XX. a) In respect of other than ongoing projects, there are no unspent amounts that are required to
be transferrad to a fund specified in Schadule VIl of the Companiss Act (the Act), in
compliance with second proviso to sub-section 5 of Section 135 of the Act.

b) All amounts that are unspent under sub-section (5) of Section 135 of Companies Act,
pursuant to any ongoing project, has been transferred to special account in compliance of
with provisions of sub-section (6) of Section 135 of the said Act.

For K. VARGHESE & Co.

Charlered Accountants

(Firm Regisfration No. 004525S)

Sd/-

Sam Varghese

Parther

(Membership No. 216879)

UDIN:23216879BGSBPX8222
Emakulam
10.04.2023
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Annexure ‘B’ to the Independant Auditors’ Report

(Referred to in Paragraph ii(f) under 'Report on Other Legal and Regulatory Requiraments’ seclion of our
Report)

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

We have audited the internal financial controls with references to standalone financial stataments of Kerala
State Financial Enterprises Limited (‘the Company”) as of March 31,2022 in conjunction with our audit of the
standalone financial statements of the Company for the year ended on that dats.

Management's Responsibility for Internal Financial Controls

The Company's Management is responsible for establishing and maintaining inlemal financial controls based
on the internal control over financial reporting criteria established by the Company considering the essential
components of intemal control stated in the Guidance Note on Audit of Intemal Financial Controls Over
Financial Reporting issued by the Institute of Chartered Accountants of India. Thesa responsibilities include
the design, implementation and maintenance of adequate intemal financial controls thai were operating
effectively for ensuring the orderly and efficient conduct of its business, induding adherence to company’s
policies, the safeguarding of its assefs, the prevention and detection of frauds and errors, the accuracy and
completeness of the accounting records, and the timely preparalion of reliable financial information, as
required under the Companies Act, 2013.

Auditors' Responsibillity

Our responsibility is to exprass an opinion on the Company's internal financial controls with refersnce to these
standalone financial statements based on our audit. We conducted our audil in accordance with the Guidance
Note on Audit of Internal Financial Confrols Over Financial Reporting (the *Guidance Note®) and the Standards
on Auditing as prescribed under section 143(10) of the Companies Act, 2013 to the extent applicable fo an
audit of internal financial controls and both issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Nota require that we comiply with sthical requirements and plan and parform the
audit to obtain reasonable assurance about whether adequate infernal financial controls with reference to
these standalone financial statements was established and maintzined and if such controls operated
sffectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal financial
controls system with reference fo these standalone financial slatements and their operaling effectiveness. Our
audit of internal financial controls with reference to these standalone financial statements included obtaining
an understanding of intemal financial controls with reference to thesa standalone financial statements,
assessing the risk that a material weakness exists, and testing and evaluating the design and operafing
sffectiveness of intsrnal control based on the assessad risk. The procedurss selected depend on the auditors
judgment, including the assessment of the risks of matarial misstatement of the financial statements, whether
due to fraud or error.

Wa beslieve that the audit evidence we have obtained is sufficient and appropriate {0 provide 2 basis for our

audit opinion on the company’s intemal financial confrols with refersnce to these standalone financial
statements.
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Meaning of Internal Financlal Controls Over Financial Reporting

A company's internal financial control with reference to these siandaone financial stalements is a process
dasigned to provide reasonable assurance regarding the reliability of financigl reporting and the preparation of
financial Statements for extarnal purposes in accordance with generally accepted accounting principles. A
Company's intemnal financial control with reference to these standalone financial statements includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
angd fairly reflect the transactions and dispositions of the assets of the Company; (2) provide reasonable
assuranca that transactlons are recorded as necsssary to pemit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditurss of the company
are being made only in accordance with authorizations of management and diractors of the company; and (3)
provide reasonable assurance regarding prevention or timely detaction of unauthorized acguisition, use, or
disposition of the Company’s assets that could have a matenzl sffect on the finandial statements.

Inherent Limitatlons of Internal Financlal Confrols over Financlal Reporting

Because of the inherent limitations of intemal financial controls with reference to thess standalone financial
statements, including the possibility of collusion or improper management overide of controls, malerial
misstatements due to errar or fraud may occur and not be deiected. Also, projections of any evaluation of the
intermal financial controls over financial reparting to fuiure periods are subject to the risk that the intenal
financial control with reference to these standalone financizl siatements may become ingdequale because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, o the best of our information and according fo the explanations given to us, except for the
matters prescribed in the basis for qualified opinion paragraph the Company has in all matenal raspscts an
adequate internal financial controls system over financial reporting and such intemal financial controls over
financial reporting were operating effectively as at March 31, 2022, based on tha intemal control over financial
reporting criteria established by the Company considering the essential components of intemal conlrol stated
in the Guidance Nota an Audit of Intemal Financial Conltrols over Finandial Reporting issued by the Instiute of
Chartered Accountants of India.

Basls for Quallfled Opinlon

1) The financial and operating controls established by the company for the prompt and up- lo- dale
reconciliation of inter-branch / region / head office balances is not working effectively, due to which
there are huge unreconciled balances oufstanding the in the book of accounts of each branch,
regional office as well as the head office. As the volums of financial fransacticns contained in these
accounts are very large and has not been reconciled up to dats, we are unabls to comment on the
accuracy of the gross balances reported in such accounts. The cumulative impact of such
unreconciled balances should be ascertained on gross basis, from the branch level onwards, without
setting off the debit and credit transactions fo undersfand the financial impact of such fransactions.
Basing a financial company managed by numerous employees, such lack of up- fo- date reconciliation
poses serious challenges in the terms of both financial and operational risks including the risk of delay
in detection of frauds, misappropriation, and emors in the financial reporiing, if any.

2) The financial and operating controls established by the company for the prompt and up-to-date
identification and accounting of receipts and payments reflacted in the bank accounts are not working
effectively, due to which there are many financial transactions recorded in suspenss accounts undsr
various account heads, As the volume of financial transactions contained in these accounis are very
large and has not been reconciled up-to-data, we are unable to comment on the accuracy of the gross
balances reported in such accounts.
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3) The company does not have a system for conducting Information System (IS) audit of the entire
financial operations and the allied tachnology components due to which there has been inconsistancy
with respect to the information and reports extracted from the ERP software. Also, the varous ERP
software used by the company in the course of financial reporting and operations are not propery
integrated each other due to which there are instances of emors and delays in identificalion and
rectification of such errors.

For K. VARGHESE & Co.
Chartered Accountants
(Firm Registration No. 004525S)

Sd/-
Sam Varghese
Partner
(Membership No. 216979)

Emakulam

10.04.2023
UDIN:23216979BGSBPX9922
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ANNEXURE ‘C’ TO THE INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE FINANCIAL
STATEMENTS OF KERALA STATE FINANCIAL ENTERPRISES LIMITED

(Refsrred to in Paragraph iii under ‘Report on Other Legal and Regulatory Requiremsnts’ section of our

Report)

Replles to diractlons from Comptroller and Audltor Gensral of Indla undar section 143(5) of the Companias Act,

2013

1)

2)

3)

Whathar the company has system In placa o process all the accounting transactions through IT
system? If yes, the Implicatlons of processing of accounting transactions outslde (T ayatem on the
Integrity of the accounts along with the flnancial Implications, If eny, may be statad.

According fo the information and explanations given to us, the Company has system in place (o
process all the accounting transactions through IT system. All the accounting lransaclions of the
Company are processed through the IT systams. However, we have noticed the following
deficiencies/scope for improvernent with respact to the IT infrastructure of the company in relation to
the financial reporting-

s The company maintain different soflware/systems for procsssing various functions within the
company including pay roll processing, statutory payment process etc, which have not
integrated each ather,

o The company does not have a proper infegration between ths accounting ai the branch levals
with the accounting at the regional offices/head offices levsls dus to which thers has been
considerable delay in reconciliation of inter-branchfinter-region/head office balances.

s The company does not have a proper IT sysiem for prompt reporting of statutory deductions
dons at the branch levels and paid at the head offics levels, duse (o which we have observed
considerable delay and improper reporting of such statutory deductions by the branches to the
head office.

s The company has not taken any sufficient steps to automats various methods followed for
reporting of various financial information such as, computation of impairment cregit loss, auto-
deduction and application of tax, consolidation of ftrial balance, reporting of conlingent
liabilities etc.

s The company doss not have a proper system to ensure the prompi reconciliation of
transactions parked in suspense accounts with the help of IT infrastructure, due to which there
are long outstanding balances in such aceounts.

Whether there Is any restructuring of an existing loan or cases of walveriwrite off of
debts/loans/Interest etc. made by a lender fo the company due to the company's Inabllity to
repay the loan? If yas, the financial implications may be stated.

According to the information and explanations given to us, there were no instances of restructuring of
an existing loan or cases of waiver/write off debtsAoans/interest etc. due (o the company’s inability fo
repay the loan.

Whether funds recelved/recelvable for speclfic scheames from Central or State agencles were
properly accounted for/utilized as per its terms and conditions? List the case of deviations.

s According to the information and explanation given (o us, no such funds were received by the
company during the period.
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Reply to Sector Specific Sub-Directions
Finance Saectar

1)

2)

3)

4)

Whether the company has complied with the directions issued by Reserve Bank of [ndia
for:

a) Non-Banking FInance Companlies (NBFCs);

Reply: According to the information and explanalions given to us, KSFE is camying on the
business of conducting chits and is regulated by the Taxes Department, Govemment of
Kerala. Hence, we are informed thal the chit companies are exempt from the provisions of
Section 45-1A of the RBI Act, 1934,

b) Classlification of Non-perform(ng assets:

Reply: According to the information and explanations given to us, NPA (Other than
balances due to the company under the chit business) is classified on the basis of
prudential nomms for Income Recognition and Assel Classification (IRAC) issued by RBI
for NBFCs. We understand that the company has voluntarily adopted the above nomns.

c) Capltal adequacy norms for NBFCs:

Reply: According to the information and axplanations given to us, The Capilal adequacy
norms is not applicable to KSFE as the company is 2 Miscallaneous Non-banking
company.

Whether the company has a system to ensure that the loans were secured by adequate
security free from encumbrances and have first charge on mortgaged assets, Further,
instances of undue delay in disposal of seized units may be reported:

In cases of loans sanctioned against secunty of land and building, no encombrance cerlificate has
been collected by the branches. Instances of undue delay in disposal of seized unils are not
available from the accounting system.

Whether introduction of any scheme for seftlement of dues and extensions thereto are in
compllancs with the policy guldellnes of the Company/Govermment;

According to the information and explanations given to us, One Time Setiement schemes are
operated as per policy guidelines of the Company.

Comment on the confirmation of balances of trade receivables, frade payables, term
deposits, bank account and cash;

Confirmations have been received on a random basis at Head Office, Regional Office and Branch
lavel.
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5) Whether the bank guarantees are revalidatad in time?

According to the information and explanations given to us, no lapses were notice by us.

The regional offices and the branches under such regional offices are audited by vanous branch
auditors. The company has not structured the branch/regional offices’ audit report and hence the
report received from different regions lacks consistency. As only trial balance is prepared at the
branch level some of the regional offices’ report does not speak about tus and faimess of the
state of affairs/profit (l0ss). Thus, the accounting reparts of the branch used for preparation of the
financial statements of this company suffers from this deficiency, if any, the impact of which on the
financial statements of the company could not be escertained by us.

For K. VARGHESE & Co.
Chartered Accountants
(Firm Registration No. 0045255)

Sd/-
Sam Varghese
Partner
(Membership No. 216878)
UDIN:23216879BGSBPX8922

Ernakulam
10.04.2023
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THE KERALA STATE FINANC(AL ENTERPHRISES LIMITED
BALANCE SHEET AS AT 318t MARCH 2022

Partculare

Note No.

As gt 31.03.2022

Asn ot 31.03.2021

8 (n Lokha As in Laithe
(| ASGETS
1.Finsncisl Assets
& Cash and cash squivalents s 21,128.83 14,851.33
D. Bank Balgncea other than (g) above 8 834,157.30 450,098.38
¢ Loans 7 4,000,277.28 3,362,582.68
3. Investmeannts 8 84,8600.00 38,031.80
o. Other financial asgets 9 11,287.85 3,435.70
Total Finenclel Agsats 5.021 531,20 4,288,782.10
2 Non-firgnclel Assets
&, Current tex aseots (Nat) 10A 15,813.04 14,725.08
8. Deterras tax asaets (Nat) 108 14,856.00 22,8681.03
¢. Property, Pisnt and Equiprnant TIA 6,558.68 8,232.31
d. Right of use esaets 118 4,321,414
o. Olner Intangitie sssols 1C 94.80 178.38
1. Other non-flnancia) esagts 12 90,472.38 80.882.57
Total Nor-Financis! Assets 181,8148.11 124 A07.33
Totul Assats 5,153,447.31 4.A411,580 .44
I | HARILTIES AND EGUITY
LABILITIED
1. Fleenclal Lisbilites
g. Payebles
iyTrade Payables 13A
(a) Total autstanding due of micro enterprises and
small entesprises
(b} Total autstanding due of creditors other then micro 15,682.24 38.8568.03
enterprises and smell enlerpisss
b. Borrowinga (other than detn sacurities) 138 348,134.82 205,000.00
c. Depositas 14A 1.630,878.76 1,784,005.65
d. Leasa Liability 148 4,342100
8. Other Financial Liabilitea 18 2.887,267.27 2,250,082.66
Tota) Financlal (labllities 8,003,378.18 4,276,844 .32
2. Non- Financisl llablitiies
& Provigions 18 30,854.12 30,035.87
b. Other non-financial liabilities 17 10.176.28 7.217.13
Tots) Nor- Financlai llsbilities 60,630.40 37,283.10
Total (lablliBes 8,063,408.58 4,313,197 43
3. EQuUrTY
e. Equlty Shess Caphtal 18 10,000.00 10,000.00
b. Other Eguity 18 00,040.71 88.382.02
Total Equity 100,640.71 98,392.02
Tots) Uablildes and Equtty 5,183,447 91 4,411,508.44
Significam accounting policies two4
Additional Information 28

The eccompanying notes fonm an Integral part of the standalons inanclal statements.
A3 per our repont sven date etteched.

For K Varghese & Compény
Chartered Acoountarits
Finm Aagistraton No: 0045255

Sd/-

Ssm Verghoss

Pertner

Memberahip No.: 218878
UDIN:23218979B8GSBPX9922
Place ;: Emakulam

Dats : 10.04.2023
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THE KERALA STATE FINANCIAL ENTERPRISES LIMITED
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 315T MARCH, 2022
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THE KERALA 3TATE FINANCLAL ENTERFRIZES LIMITED

CASH FLOW STATEMENT FOR THE YEAR ENDED 3187 MARCH 2023
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THE KERALA STATE FINANCIAL ENTERPRISES LIMITED
STATEMENT OF CHANGES IN BQUTTY FOR TEEE YEAR ENTIET) 31003020
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No

tes forming part of Financial Statements for the year ended March 31, 2022

Significant Accounting Polides
1. Corporate Information

The Kerala State Financial Enterprises Limited (“the Company”) was incorporated as a
Private Limited Company fully owned by Government of Kerala on 6®November 1969. The
Company was established with the objective of providing an altemative to the public from
the private chit promoters in order to bring in sodal control over chit fund business. The
Company is primarily engeged in Chit fund operations and is also into lending business and
accepts deposits from public, the repayment of which is guaranteed by Government of
Kerala. The Registered Office of the Company i8 situated at Thrissur and as at 31.032022; the
Company is having 13 regional offices and 632 branches, spread across the state of Kerala.

2 Basis of preparation and presentation
2.]1Statement of Compliance

The financial statements of the Company have been prepared in accordance with Indian
Accounting Standards (Ind AS) under the historical cost convention on the accrual basis
except for certain assets and liabilities which are measured at fair values, prescribed
under Section 133 of the Companjes Act, 2013 (the Act) read with Rule 3 of the
Companies (Indian Accounting Standards) Rules, 2015 and relevant amendment rules
issued there after read with relevant rules issued thereunder and other accounting
prindples generally accepted in India.

For all periods up to and induding the year ended 31 March 2018, the Company has
prepared its financial statements in accordance with Accounting Standards notified under
the section 133 of the Companies Act 2013, read together with paragraph 7 of the Companies
(Accounts) Rules, 2014 (Indian GAAP or previous GAAP). The financial statements for the
year ended 31 March 2019 are the first financial statements of the Company prepared in
accordance with Ind AS.

2.2, Basis of measurement

The financial statements have been prepared on a historical cost basis, except for following
agsets and liabilities which have been measgured at fair value:

i) other finandal assets held for trading,
i) financial assets and liabilities designated at fair value through profit or loss (FVTPL),

ii) financial assets and labilities designated at fair velue through Other Comprehensive
Income (FVOCT).

2.3 Presentation

The financdal statements of the Company are presented as per Schedule IIT (Division UI) of
the Companies Act, 2013 applicable to Non-Banking Financial Companies (NBFC), as
notified by the Ministry of Corporate Affairs.
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Financial assets and financial liabilities are generally reported on a gross basis except
when, there is an unconditional legally enforceable right to offset the recognised
amounts without being contingent on a future event and the parties intend o settle on a
net basis in the following circumstances:

i The normal course of business
i The event of default
1. The event of ingolvency or bankruptcy of the Company and/or its counterparties

The financial stetements are presented in Indian Rupees (INR) which js5 also its functional
currency and all values are rounded to the nearest lakhs, except when otherwise indicated.

3. Significant Accounting Policies
3.1 Revenue from Operations
a. Recognition of interest income

The Company recognises interest income by applying the effective interest rate (EIR) to the
gross carrying amount of a finandal asset except for purchased or originated credit-impaired
financial assets and other credit-impeired financial azsets.

Interest income on all trading assets and financial assets required to be measured at FVTPL is
recogrused using the contractual interest rate as pet gain on fair value changes.

Accrual method of accounting for interest income on advances is followed for afl loans
except for default on prized chitties. However, Interest income on advances where instalment
is overdue for more than 90 days falling under NPA category and chitty loen of amount
advanced to XSFE Staff Co-op. Sodety Ltd. is recognized as and when the same is received.

The Company has taken the rate of interest paid on borrowings as the effective rate of
interest (EIR) since, the rate of interest paid is par with the market tete of interest
Transaction costs viz; processing fee, administiative charges recovered are not adjusted for
calculation of EIR and not amortised as the amount involved is not material.

b. Recognition of revenue from sale of goods or services

Revenue {other than for Financial Instruments within the scope of Ind AS 109) is measured at
an amount that reflects the considerations, to which an enfity expects to be entiled in
exchange for transferring goods or services b customer, excluding amounts oollected on
behalf of third parties.

The Company recognises revenue from conltracts with customers based on a five-step trodel
as sef out in Ind AS 115:

Step 1: Identify contraci(s) with a customer: A contract is defined as an agreement between
two or more parties that creates enforceable rights and obligetions and sets out the criteria
for every contract that must be met.

Step 2: Identify performance obligations in the comtrack A performance obligation is a
promise in 2 contract with a customer to transfer a good or service to the customer.
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Step 3: Determine the transaction ptice: The transaction price is the amount of consideration
to which the Company expects to be entitled in exchange for ransferring prooused goods ox
services to a customer, excluding amounts collected on behalf of third partes.

Step 4: Allocate the transaction price to the performance obligations in the contract For a
contract that has more than one perfortnance cbligation, the Company allocates the
transaction price to each performance obligation in an amount that depicts the amount of
consideration to which the Company expects to be entitled in exchange for satisfying each
performance obligation.

Step 5: Recognise revenue when (or as) the Company satisfies a performance obligation.

Foreman’s corumission on company substituted tickets and profit fioss on such tckets gets
recognized under the head “Profit on Chitty substituted tickets” only at the time of
termination of the chitty.

3.2 Pinancial instrurments

A. Financial Assets

3.21 Initial recognition and measurement

All financial assets are recognised initialty at fair value when the parties become party to
the contractual provisions of the finandal asset. In case of financial assets which are not
recorded at fair value through profit or loss, transaction costs that are directy
attributable to the acquisition or issue of the financial assets, are adjusted to the fair value
on initial recognition.

3.22 Subsequent measurement
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The Company classifies its financial assets into various measurement categories. The
dassification depends on the contractual terms of the financial assets’ cash flows and the
Company’s business model for managing financial assets.

A. Financial assets measured at amorfised cost
A financial asset is measured at Amortised Cost if it is held within a business
model whose objective is to hold the asset in order to collect contractual cash flows
and the contractual terms of the Financial Asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding.

B. Financial assets measured at fair value through other comprehensive income (FVOCI)
A finandal asset is measured at FVOCI if it is held within a business model whose
objective is achieved by both collecting contractual cash flows and selling financial
assets and contractual terms of inancal asset give rise on specified dates to cash
flows that are solely payments of principal and interest on the principal amount
outstanding.
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C. Finencial assets measured at fair value through profit or loss (FVTPL)
A finandal asset which is not dlassified in any of the above categories are measured
at FUTPL.

B. Finandal liabilitles

323 Initial recognition and measurement

All finandial liabilities are recognized initially at fair value and, in the case of borrowings and
payables, nat of directly attributable kransaction costs. The company’s finandal babilines include
trade and other payables, public deposits and borrowings including bank overdrafts.

324 Subsequent Measurement

Financial liabilities are subsequently carried at amortized cost using the effective interest
method.

3.3 Derecognition of financial assets and liabilities
3.3.1Financial Asset

The Company derecognizes a financial asset when the contractoal cash flows from the asset
expire or it transfers its rights to receive contractual cash flows from the financial asset in a
transaction in which substantially all the risks and rewards of ownership are transferred. Any
interest in transferred financial assets that is created or retained by the Company is recognized as
a separate asset or liability.

3.3.2Finandal Liability

A financial liability is derecognised when the obligation under the liability is discharged,
cancelled or expired. Where an existing financial liability is replaced by ancother from the same
lender on substantially different terms, or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as de-recognition of the original Hability
and the recognition of a new liability. The difference between the carrying value of the original
financial liability and the consideration paid is recognised in profit or loss,

3.4 Offsetting

Finandial assets and finandal liabilities are generally reported at gross value in the Balance Sheet
except financial assets and liabilities are offset and the net amount is presented in the balance
sheet when the Company has a legal right to offset the amounts and intends to settle on a net
basis or wherein the net value after provision is shown in the Balance Sheet to realise the asset
andg settle the liability simultaneously in all the following circumstances:

a. The normal course of business
a. The event of default

b. The event of insolvency or bankruptcy of the Company and/or itr counterparties
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3.5 [mpaimment of financial assets

The Company recognises impairment allowance for expected credit Joss on financial assets
held ot amortised cost. The Company recognises loss allowances (provisions) for expected
credit losses on its finandal assets (including undisbursed sanctioned amounts) that are
measured at amortised costs or at fair value through profit or loss.

No ECL is recognised on
a) Chitty Loan
b) Pixed Deposit Loan
¢) Bployee Loan
d) Loan to Government of Kerala.
3.5.1 Expected Credit Loss (ECL)model
Expected Credit Loss, at each reporting date, is measured through a loss allowance for a finance
al asset:
- At an amount equal to the lifetime expected credit Josses if the credit tisk on that
financial instrument has increased significantly since inilial recognition.
- At an amount equal to 12-month expected credit losses, if the credit risk on a finandal
instrument has not increased significantly since initial recognition.
Lifetime expected credit loases means expected credit losses that result from all possible dafault
events over the expected life of a finandal asset.

12-month expected credit losses means the portion of Lifetime ECL that represent the ECLs that
result from default events on finandal essets that are possible within the 12 months aftey the

reporting date.

The Company performs an assessment, at ihe end of each reporting period, of whether a
financial assets credit risk has increased significantly since initial recognition. When making the
agsessment, the change in the risk of a default occurring over the expected life of the finandal
instrument is used instead of the change in the amount of expected credit losses.

Estimation of Expected Credit Loss
The mechanics of the ECL calculations are outlined below and the key efements are, as foliows:

Probability of Default (PD) - The Probability of Default is an estimate of the likelihood of default
over a given tirmne horizon.

The Company uses historical information to determine PD. Considering the different products
and schemes, the Compeny has bifurcated its loan portfolio into various pools and the PD are
calculated considering fresh slippage of past years.

Exposure at Default (EAD) - The Exposure at Default is an estimnate of the exposure at a future
default date, considering expected changes in the exposure after the reporting date, including
repayments of prindpal and interest, whether scheduled by contract or otherwise, expected
drawdown on committed fadlities, and accrued interest from missed payments.
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Loss Given Default (LGD) - The Loss Given Default is an estimate of the loss arising in the case
where a default occurs at s given time. It is based on the difference between the contractual cash
flows due and those that the lender would expect to receive, including from the realisation of
any collateral.

Forward looking information

While estimating the expected credit losses, the Company reviews macrg-economic
developments occwrting in the economy and market it operates in. On a perodic basis, the
Company analyses the estimate of PD, LGD determined by the Company based on its internal
data.

To mitigate its credit risks on finandal essets, the Company seeks to use collateral, where
possible. The collateral comes in various forms, such as movable and imunovable assets,
securities, letters of credit/guarantees etc. However, the fair velue of collateral affects the
calculation of ECL. The collateral is majorly the property for which the loan is given. The fair
value of the same is based on data provided by third party or management judgements.

Loans are written off (either partially or in full) when there is no reslistic prospect of recovery.
This is generally the case when the Company determines Lhal the borrower does not have assets
or sources of income that could generate sufficient cash flows to repay the amounts subjected to
write-offs. Any subsequent recoveries against such loans are credited to the Statement of Profit
and Loss.

3.6 Determination of fair value
The Company measures financial instruments at fair value at each balance sheet date.

Fair value is the price that would be received to sell an asset or paid to transfer a liabikity in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption thal the transaciion to sell the assel or lransfer the

liability takes place either:
i In the principal market for the assel or liability, or
i In the absence of a principal market, in the most advantageous market for the asset or
liability

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a limbility is measured using the assumphions thet market
participants would use when pricing the asset or liability, assuming that market participants act
in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s ability
to generate economic benefits by uging the asset in its highest and best use or by selling it to
another market participant that would use the asset in its highest and best use.

The Company uses valuation techniques that are appropriate in the circumstances and for which
sufficient data are available to measure fair value, maximising the use of relevant observable
inputs and mirnimising the use of unobservable inputs.
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for financial reporting purposes, fair value measurements are categorised into Level 1,2, or 3
based on the degree to which the inputs to the fair value meesurements are observable and
the significance of the inputs to the fair value measurement in its entirety, which are
described as follows:

Level 1 -Those where the inputs used in the valuation are unadjusted quoted prices from active
markets for identical assets or liabilities that the Company has access to at the measurement date.
The Company considers markets as active only if there are sufficient trading activities with
regards to the volume and liquidity of the identical assets or liabilities and when there are
binding and exercisable price quotes available on the balance sheet date.

Level 2 =Those where the inputs that are used for valuation and are significant, are derived from
directly or indirectly observable market data available over the entire pericd of the instrument’s
life. Such inputs include quoted prices for similar assets or liabilities in active markets, quoted
prices for identical instruments in inactive markets and observable inputs other than quoted
prices such as interest rates and yield curves, implied volatlities, and credit spreads. In addition,
adjustiments may be required for the condition or location of the asset or the extent to which it
relates to items that are comparable to the valued instrument. However, if such adjustments are
based on unobservable inputs which are significant to the entire measurement, the Company
will classify the insttuments as Level 3.

Level 3 -Include one or more unobservable input that is significant to the measurement as whole.
3.7 Finance Costs

Finance cost represents interest expense recognised by applying the Effective Interest Rate
(EIR) to the gross carrying amount of financial liabilities other than financial liabilities
classified as FVTPL.

The EIR in case of a finandal liability is computed

a. As the rate that exactly discounts estimated future cash payment through the expected
life of the financial liability to the gross carrying amount of the amortised cost of a
liability,

b. By considering all the contractual terms of the finandal instrument in estimating the cash
flows,

¢ Induding all fees paid between parties to the confract that are an integral part of the
effective interest rate, transacHon costs and all other premiums or discounts Any
subsequent changes in the estimation of the future cash flows is recognised in interest
income with the corresponding adjustment to the carrying amount of the assets.

The Company has taken the rate of interest paid on bortowings as the effective rate of
interest (EIR) since, the rate of interest paid is par with the market rate of interest.
Transaction costs viz; processing fee, administrative charges recovered are not adjusted
for calculation of EIR and not amortised as the amount involved is not material.
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3.8 Prior period Income/ expense

As per Ind AS 8- Accounting Polides, Changes in Accounting Estimates and Ertors, an

entity shall correct material prior period errors retrospectively in the first set of financal

statements approved {or issue after their discovery by:

(2) restating the comparative amounts for the prior period(s) presented in which the error
occurred; or

(b) if the errox occurred before the earliest prior period presented, restating the opening
balances of assets, liabilities and equity for the easliest prior period presented.

In line with the said provision, Prior period esrors are corrected retrospectively by restating
the comparative amounts for prior periods presented in which the error ocaurred or if the
error occurred before the earliest period presented, by restating the opening statement of
financial position.

3.9 Other Income and Expenses

All other income and expense are recognized in the period they occur.

3.10 Cash and cagh equivalents

Cash and cash equivalents comprise of balance at banks/treasury cash/cheques on hand and
short-term deposits with an original maturity of three months or less, which are subject to an
insignificant risk of changes in value.

For the purpose of the statement of cash flows as per Ind AS-7, cash and cash equivalents consist
of cash and short- term deposits, as defined above and also Bank Overdrafis.

3.11 Property, plant and equipment

Property, plant and equipment (PPE) are measured at cost less accumulated depreciation and
accumulated impairment, if any. Cost of an item of property, plant and equipment comprises its
purchase price, including import duties and non-refundable purchase txes, after deducting
trade discounts and rebates, any directly attributable cost of bringing the item to its working
condition for its intended use and estimated costs of dismantling and removing the item ang
restoring the site on which it is located.

Advances paid towards the acquisition of fixed assets, outstanding at each reporting date are
shown under other non-financial assets. The cost of property, plant and equipment not ready for
its intended use at each reporting date are disclosed as capital work-in-progress.

Subsequent expendjture related to the asset are added o its cartying amount or recognised as a
separate asset only if it increases the future benefits of the existing asset, beyond ils previously
assessed standards of performance and cost can be measured reliably. Other repairs and
maintenance costs are expensed off as and when incurred.

312 Depreciation

Depredation on Property, Plant and Equipment i3 calaiated using written down vahie method
(WDV) to write down the cost of property and equipment to their residual vatues over their
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estimated vsefu lives which is in line with the estimated useful life as specified in Schedule 11 of
the Companies Act, 2013.

The residual values, vaehul lives and methods of depreciation of property, plant and equipment
are reviewed at each finandal year end and adjusted prospectively, if appropriate. Changes in
the expected useful life are accounted for by changing the amortisation period or methodology,
as appropriate, and treated as changes in accounting egtmates.

Property plant and equipment jg derecognised on disposal or when no future economic benefits
are expected from its use. Any gain or loss arising on de recognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying amount of the asset) is
recognised in other income / expense in the Statement of Profit and Loss in the year the asset is
derecogrised. The date of disposal of an item of property, plant and equipment is the date the
recpient abtains control of that ttern in accordance with the requirements for determining when
a performance obligation i satisfied in Ind AS115.

Depredation calculated on useful life method, useful life may be considered as a period oet
which as asset ig available for use or as the number of production or similar units expected to be
obtained from the asset by the Company. The following are the useful lives of various tangible
assets notified in the schedule II of the Companjes Act,2013:

S. No. Nature of Asset Useful life
1 |Building other than RCC structure 30 Yrs
2 |Fumiture & Fixtures 10 Yes
3 |Motor Vehicles 8 Yrs
4 |Office Equipments 5Ys
5 |Computer and data processing equipments 6Yrs
6 | End user devices such as laptops, Printers etc. 3 Yrs
7  |Electrical installation and equipment 1 10 Yrs

3.13 Intangible assets

An intangible asset is recognised only when itg cost can be measured reliably, and it is probable
that the expected future economic benefits that are attributable to il will flow to the Company.

Intangible assets acquired separately are measured on initial recognition at cost. The cost of an
intangible asset comprises its purchase price incfuding import duties and non-refundable
purchase taxes, after deducting trade discounts and rebates, any directly attributable cost of
bringing the item to its working condition for its intended use following tnitial recognition,
intangible essets are carred at cost less any accumulated amortisation and any accumnulated
impairment losses.
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Subsequent expenditure related to the asset is added to its carrying amount or recognised as a
separate asset only if it increases the future benefits of the existng asset, beyond its previously
assessed standards of performance and cost can be measured reliably.

Intangible assets comprising of software is amortised on straight line basis over a period of 3
years, unless it has a shorter useful life.

Gains or Josses from de-recognition of intangible assets are measured as the difference between
the net disposal proceeds and the carrying amount of the asset are recognised in the Statement of
Profit or Loss when the asset is derecognised.

3.14 Impairment of non-financial assets: Property, Plant and Equipment and Intangible Assets

The Company assesses, at each reporting date, whether there is any indication that any Property,
Plant and Equipment and Intangible Assets or group of assets called Cash Generating Units
(CGU) may be impaired. If any such indication exists, or when annual impairment testing for an
asset is required, the Company estimates the asset’s recoverable amount to determine the extent
of impairment, if any.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit’s (CGU) fair
value less costs of disposal and its value in use. Recoverable amount is determined for an
individual asset, unless the asset does not generate cash inflows that are largely independent of
those from other assets or groups of assets. When the carrying amount of an asset or CGU
exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount,

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset. In determining fair value less costs of disposal, recent market
transactions are taken into account. If no such transactions can be identified, an appropriate
valuation model is used. These calculations are corroborated by valuation multiples, quoted
share prices for publicly traded companies or other available fair value indicators.

An assessment is made at each reporting date to determine whether there is an indication that
previously recognised impairment losses no longer exist or have decreased. If such indication
exists, the Company estimates the asset’s or CGU’s recoverable amount. A previously recognised
impairment loss is reversed only if there has been a change in the assumptions used to determine
the asset’s recoverable amount since the last impairment loss was recognised. The reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor
exceed the carrying amount that would have been determined, net of depredation, had no
impairment loss been recognised for the asset in prior years. Such reversal is recognised in the
Statement of Profit and Loss unless the asset is carried at a revalued amount, in which case, the
reversal is treated as an increase in revaluation reserve.
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3.15 Employee Benefits Expenses
3.15.1 Short Term Employee Benefits

All employee benefits payable wholly within twelve months of rendering the service are
classified as short-terrn employee benefits. The undiscounted amount of short-term employee
benefits expected to be paid in exchange for the services rendered by employees are recognised
ag an expensge during the period when the employees render the services

3.152 Post-Employment Benefits
A. Defined contribution schemes

All eligible employees of the company are entitled to receive benefits under the provident fund,
a defined contribution plan in which both the employee and the company cantribute monthly at
a stipulated percentage of the covered employee’s salary. Contributions are made to Employees
Provident Fund Organization in respect of Provident Fund, Pension Fund and Employees
Deposit Linked Insurance Scheme at the prescribed rates and are charged to Statement of
Profit and Loss at actuals. The company has no Hability for future provident fund benefits other
than its annual contribution.

A. Defined Benefit schemes
Gratuity

The Company provides for gratuity covering eligible employees under which a lumpsum
payment is paid to vested employees at refirernent, death, incapacitation or termination of
employment, of an amount reckoned on the respective employee’s salary and his tenor of
employment with the Company. The Company accounts for its liability for future gratuity
benefits based on actuarial valuation determined at each Balance Sheet date by an Independent
Actuary using Projected Unit Credit Method.

The obligation is measured at the present value of the estimated future cash flows. The discount
rates nsed for determining the present value of the obligation under defined benefit plan are
based on the market yields on Governument Securities as at the Balance Sheet date.

An actuarial valuation involves making various assumptions that may differ from actual
developmenits in the future. These include the determination of the discount rate, future salary
increases and mortality rates. Due to the complexities involvead in the valuation and its long-tenn
nature, these liabilities are highly sensitive to changes in these assumpbons. All assumptions are
reviewed at each reporting date.

Re-measurement, comprising of actuarial gains and losses (excluding amounts included i net
interest on the net defined benefit liability), are recognized immediately in the balance sheet with
a corresponding debit or credit to retained earnings through Other Comprehensive Income in the
period in which they occur. Re-measurements are not reclassified to profit and loss in subsequent
periods.
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3.15.3 Other Long-term employee benefits
Accumnulated cormpensated absences

The Company provides for liability of accumulated compensated absences for eligible employees
on the basis of an independent actuarial valuation carried out at the end of the year, using the
projected unit aredit method. Actuarial gains and losses are recognised in the Statement of Profit
and Loss for the period in which they occur.

3.16 Provigions

Provisions are recognised when the enterprise has a present obligation (Jegal ot constructive) as
a result of past events, and jt is probable that an cutflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable estimate can be made of the
amount of the obligation.

When the effect of the time value of money is material, the enterprise determines the level of
provision by discounting the expected cash flows at a pre-tax rate reflecting the current rates
specific to the liability. The expense relating to any provision is presented in the Statement of
Profit and Loss net of any reimbursement

3.17 Taxes
Income tax expense represents the sum of current tax and deferred tax
3.17.1 Current Tax

Current tax is the amount of income taxes payable in respect of taxable profit for 2 period.
Taxable profit differs from ‘profit before tax’ as reported in the Statement of Profit and Loss
because of items of income or expense that are taxable or deductible in other years and items that
are not taxable or deductible in accordance with applicable tax Jaws.

The tax rates and tax laws used to compute the amount are those that are enacted, or
substantively enacted, by the end of reporting date in India where the Company operates and
generates taxable income.

Current income tax relating to items recognised outside profit or loss is recognised outside profit
or loss i.e., either in other comprehensive income or in equity. Cuirent tax items are recognised in
correlation to the underlying transaction either in other comprehensive mcome or directty n
equity. Management periodically evaluates poditions taken in the tax returns with respect to
situations in which applicable tax regulations are subject to interpretabon and establishes
provisions where appropriate.

3.17.2 Deferred tax

Deferred tax is provided on temporary differences st the reporting date between the tax bases of
assets and liabilities used in the computation of taxable profit ang their carrying amounts in the
financial staternents for financial reporting purposes.

Deferred tax liabilities are recognised for all taxable temporary differences, except
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i.  Where the deferred tax liebility arises from the initial recogrition of goodwill or of an
asset or liability in a transaction that is not a business combination and, at the time of the
transaction, affects neither the accounting profit nor taxable profit or loss

i.  In respect of taxable temporary differences associated with investments in subsidiaries,
where the timing of the reversal of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the foreseeable future

Deferred tax assets are recognised for all deductible temporary differences, the casry forward of
unused tax credits and any unused tax logses. Deferred tax assets are recognised to the extent
that it i3 probable that taxable profit will be available against which the deductible temporary
differences, and the carry forward of unused tax credits and wwused tax losses can be utilised,
except:

I.  When the deferred tax asset relating o the deductible temporary difference arises from
the initial recognition of an asset or Liability in # transaction that is not 2 business
combination and, at the ime of the transaction, affects neither the accounting profit nor
taxable profit or loss

i. In respect of deductible temporary differences associated with investments in
subsidiaries, assodates and nterests in joint ventures, deferred tax assets are recognised
only to the extent that it is probable that the temporary differences will reverse in the
foreseeable future and taxable profit will be available against which the temporary
differences can be utilised

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the
extent that it is no longer probable that suffident taxable profit will be available to allow all oz
part of the deferred tax asset to be utilised. Unrecognised deferred tax zssets are re-asgsessed at
each reporting date and are recognised to the extent that it has become probable that future
taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
year when the asset is realised or the liability is settled, based on tax rates (and tax laws) that
have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognised outside profit or loss is recognised outside profit or losg
i.e., either in other cornprehensive income ot in equity. Defetred tax iteins are recognised in
correlation to the underlying transaction either in other comprehengive income or directly in
equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to sef
off current tax assets against current tax lisbilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

3.18 Contingent Liabilities and arsets

A contingent liability i3 a possible obligation that arises from past events whose existence will be
confirmed by the occurrence or non-occcurrence of one or more uncertain future events beyond
the control of the Company or a present obligation that is not recognized because it is not
probable that an cutflow of resources will be required to settle the obbgation. A contingent
liability also arises in extremely rare cases where there is a liability that cannot be recognized
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because jt cannot be measured reliably. The Company does not recognize a contingent liability
but discloses its existence in the finandial statements.

A contingent 2sset is a possible asset that arises from pest events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the entity. The company does not have any contingent assets in the
financial statements.

3.19 Earnings Per Share

The Company reports basic and diluted earnings per share in accordance with Ind AS 33 on
Barnings per share. Basic EPS is calculated by dividing the net profit or loss for the year
attributable to equity shareholders (after deducting preference dividend and attributable taxes)
by the weighted average number of equity ghares outstanding during the year.

For calculating diluted earnings per share, the net profit of loss for the year atiributable 1o equity
shareholders and the weighted average number of shares outstanding during the year are
adjusted for the effects of all dilutive potential equity shares. Dilutive potential equity shares are
deemed converted as of the beginning of the period, unless they have been issued later. In
computing the dilutive eamings per share, only potential equity shares that are dilutive and that
either reduces the eamings per share or increases loss per share are included.

320 Foreign currency transactions

Transactions in foreign currencies are translated into the functional currency of the Company at
the exchange rates at the dates of the transactons or an average tate if the average tate
approximates the actual rate at the date of the transaction.

Monetary assets and liabilities denominated in foreign currendes are translated into the
functional currency at the exchange rate al ihe reporting date. Non-monelary agsels and
liabilities that are measured at fair value in a foreign currency are translated into the functional
currency at the exchange rate when the fair value was determined. Non-monetary assets and
liabilities that are measured based on historical cost in a foreign currency are translated at the
exchange rate at the date of the transaction. Exchange differences are recognised in profit ot Joas.

3.21 Cash-flow statement

Cash flows are reported using the indirect method, whereby profit before tax is adjusted for the
effects of transactions of a non-cash nature and any deferrals or accruals of past or future cash
receipts or payments. The cash flows from regular revenue genersting, investing and finandng
activities of the Company are gegregated.

322 Leases

Ind AS 116 requires lessees to determine the lease tertn as the non-cancellable petiedof a lease
adjusted with any option to extend or terminate the lease, if the use of such option is
reasonably certazin. The Company makes an assessment on the expected lease term on a
lease-by-lease basis and thereby assesses whether it is reasonably certain that any options to
extend or termninate the contract will be exerdsed. In evaluating the lease ferm, the
Company considers factors such as any significant leasehold improvements undertaken
over the lease term, costs relating to the temmination of the lease and the importance of the
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underlying asset to Company’s operations taking into account the location of the underlying
asset and the availability of suitable altermatives. The lease term in fulure periods is
reassessed to ensure that the lease term reflects the current economic arcumstances.

THE COMPANY AS A LESSEE

The Company’s lease asset classes primarily consist of leases for land and buildings. The
Company assesses whether a contract contains a lease, at inception of a contract. A contract is, or
contains, 2 lease if the contract conveys the right to control the use of an identified asset for a
period of time in exchange for consideration. To assess whether a contract conveys the right to
control the use of an identfied asset, the Company assesses whether: (i) the contract involves the
use of an identified asset (ii) the Company has substantially all of the economic benefits from use
of the asset through the period of the lease and (iii) the Company has the right to direct the use
of the asset.

At the date of commencement of the lease, the Company recognizes a right-of-use asset (“ROU”)
and a corresponding lease liability for all lease arrangements in which it is 2 lessee, except for
leases with a term of twelve months or less (short-term leases) and low value leases. For these
short-term and low value leases, the Company recognizes the lease payments as an operating
expense on a straight-line basis over the term of the lease

Certain Jease arrangements includes the options to extend or terminate the lease before the end
of the lease term. ROU assets and lease liabilities includes these options when it is reasonably
certain that they will be exercised.

The right-of-use assets are initially recognized at cost, which comprises the initial amount of the
lease liability adjusted for any lease payments made at or prior to the commencement date of the
lease plus any initial direct costs less any lease incentives. They are subsequently measured at
cost less accurnulated depreciation and impairment losses.

Right-of-use assets are depredated from the commencement date on a straight-line basis over the
lease term. Right of use assets are evaluated for recoverability whenever events or changes in
dreumstances indicate that their carrying amounts may not be recoverable. For the purpose of
impairment testing, the recoverable amount (i.e. the higher of the fair value less cost to sell and
the value-in-use) is determined on an individual asset basis unless the asset does not generate
cash flows that are largely independent of those from other assets. In such cases, the recoverable
amount is determined for the Cash Generating Unit (CGU) to which the asset belongs

The lease liability is initially measured at amortized cost at the present value of the future Jease
peyments. The Jease payments are discounted using the interest rate impliGt in the lease or, if
not readily determinable, using the incremental borrowing rates in the country of domicile of
these leases. Lease liabilities are remeasured with a corresponding adjustment o the related right
of use asset if the Company changes its assessment if whether it will exercise an extension or a
termination option.

Lease liability and ROU asset have been separately presented in the Balance Sheet and lease
paymeruts have been dassified as finandng cash flows.
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Significant accounting judgements, estimates and assumptions

The preparation of financial statements in conformity with the Ind AS requires the management
to make judgments, estimates and asswnptions that affect the reported amounts of revenues,
expenses, assets and liabilites and the accompanying disclosure and the discosure of contingent
liabilities, at the end of the reporting period. Estimates and underlying agsumptions are
reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimates are revised if the revision affects only that period or in the period of the
revision and future periods if the revision affects both current and future periods. Although
these estimates are based on the management’s best knowiledge of current events and actions,
uncertainty about these assumptions and estimates could result in the ocutcomes requiring a
material adjustment to the carrying amounts of assets or liabilities in future periods.

In particular, information about significant areas of estimation, uncertainty and critical
judgments in applying accounting policies that have the most significant effect on the amounts
recognized in the financial statements is included in the following notes:

4.1 Business Model Assessment

Classification and measurement of financial assets depends on the results of the Solely Payment
of Principal and Interest(SPPI) and the busmess model test. The Company determines the
business model at a level that reflects how groups of financial assets are managed together to
achieve a business objective. This assessment includes judgement reflecting all relevant evidence
including how the performance of the assets is evaluated and their perfortnance measured, the
risks that affect the performance of the assets and how these are managed and how the managers
of the assets are compensated. The Company monitors financial assets measured at amortised
cost or fair value through other comprehensive income that are derecognised prior to their
maturity to understand the reason for their disposal and whether the reasors are congistent with
the objective of the business for which the asset was held. Monitoring is part of the Company’s
continuous assessment of whether the business model for which the remaining finandal assets
are held continues to be appropriate and if it is not appropriate whether there has been a change
in business model and so a prospective change to the classification of those assets.

4.2 Effective Interest Rate (EIR) method

The Company’s EIR methodology, recognises interest income using a rate of return that
represents the best estimate of a constant rate of return over the expected behavioural life of
loans given and recognises the effect of potentially different interest rates at various stages and
other characteristics of the product life cycle (including prepayments and penalty interest and
charges).

This estimation, by nature, requires an element of judgement regarding the expected behaviour
and lifecycle of the instruments, probable fluctuations in collateral value as well as expected
changes to India’s base rate and other fee income/expense that are integral parts of the
instrument.
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4.3 Impairment of loans portfolio

The measurement of impairment losses across all categories of financial assets requires
judgement of the estimation of the amount and timing of future cash flows and collateral values
when determining impairment losses and the assessment of a significant increase in credit risk.
These estimates are driven by a number of factors, changes in which can result in different levels
of allowances.

It has been the Company’s policy to regularly review its models in the context of actual loss
experience and adjust when necessary.

4.4 Defined employee benefit assets and liabilities

The cost of the defined benefit gratuity plan and the present value of the gratuity obligation are
determined using actuarial valuations. An actoarial valuation involves making various
assumptions that may differ from actual developments in the future. These include the
determination of the discount rate; future salary increases and mortality rates. Due to the
complexities involved in the valuation and its long-term nature, 2 defined benefit obligation is
highly sensitive to changes in these assumptions. All assumptions are reviewed at each reporting
date.

4.5 Fair value measurement

When the fair values of finandal assets and financial liabilities recorded in the balance sheet
cannot be measured based on quoted prices in active markets, their fair value is measured using
various valuation techniques. The inputs to these models arve taken from observable markets
where possible, but where this is not feasible, a degree of judgment is required in establishing
fair values. Judgments include considerations of inputs such as liquidity risk, credit risk and
volatility. Changes in assumptions about these factors could affect the reported {air value of
financial instruments.

4.6 Other estimates

These incdlude contingent liabilities, useful lives of tangible and intangible assets etc.
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Unpand Meatured Shart Teem Deposts 519T BMFR
Unpaid Mon-Ciperative Sugams Deposits 18341 e
Finnoe Payahle Chiisy) Eurl LRMERE R ALt ckic)
Finanoe Payable- Firee: Purchaso Il i
Inberesst Paryable o Lian from bardeMakilisation| 5047 LN
Intusrest O Gratuity Depost A% 15
Chitty Securiny Beposil in Trust Mpsred butrot damed Faas s
Benefils Experses Fayebls i 075
Sepuriey Deposhs et | mial
ey ELET s
Total LA asran 250060

[Diherry mmckades slote: e wourance (PR Hs 7090 lwkhs, LECTPRDY Bs 800 56 lakbe, group mesusance scheme (TR Bs 5561 lakha
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16 Provisions
Lagps Prosisio fur lnssss on
Gratuiby Do Franil M I Todal
Carrying mmount seom 3L 050 HI, a5y 16T7.31 277254 30088 97
Aidd |
Prostalon made dusing e Flescial ey 1HELTE EX104T 1153674 AT
Lirss
Amirar PaldiReversed during the year Ll a ol RS T
arroeank am o 31000 1545578 EMATTE WAL AR FWEG41T
141 See Wote 29,0 for dschosimes sequined smder ndian Acommisng Standard {Ind A5 1% - "Emploper Berefin®
16,2 Sae Woke 29014 (e} for desails of provsliion mueds for Fraeei) Misappropriston.
17 Ohiler M- Fliiasedal abiltiles
Ay ab 1m0 Ag at ¥100.00
Partiruiar B in Lakhs s in Lakhs
W Monry om Employess Lonn 147 048
Seeuily Solessn (Rivisn] Bhidsasa) 172738 D157
Ineomae Bageived in Advange EEE Jinw
ey anul ey s TAD uo BETRIE
Takal B, 1708 THTIY

Stamuterry and oher dues includes [PT payahie is 300787 (gkhe, G payabie e 196506 kkhs, TDS payahie & (308,65 |skhe, recovery fram grahutiry Re 757 % [skhs,

ermimaied chitty adinstment Hs 86041 Iskhs. e

7.1 S Pt 3917 for et mgprcimg, Soaiald Securdty Scherme (Revisrd Bhadratha)

R Equiry Share Capeial
As at 31032023 Al 31.03.302]
Particlars B bn Lakha B In Lakha
Al -
O (100,000 Exquity Shages nd par weiue of B 100- mck o VBLHNN
L, Subseribed s Pally pasd
HONLINL0000 {10001,008 Eiuity Shasws of par vahon of Ba. H0- sach Lo H,900.00

181 Terma' Righs ailached 1o Eguily Shares

PRI (PO |

Tha Cumpany has enly one slaes of sheres srfored by s oeguiby st wib o feoe value of B 1Y - seck. Bach holderof ogeaty shams womesied b oo e persfam. Tho
o bl &

Endian R

The dividand

b sibrnc® o B

Aok Hia-iharmbedd

o g, A 5

floy Bommd uf D%

Couivarl Wi, woarugot L et it bt ory i, 3 e Tht ity wefl] ot 1 ovospstantionts e Ft frsrichut 6 mpmr St el 1o e s v

T e ewond of Bguldwtion of he company, the Boldees of equily fhares will be enlilled 40 peceive rEanesng ssscts of ihe Company alses dipirilibion of g1l pedensal
‘s, in propsetion 6o ihe rmmber of squity shaness held By the sharehaldirs.,

182 Recomcilistinn of stree ot the bigizsdng end at the mmad of the fnansisl peer

h&m TR IR Foird]
Pl T e —1 n.a:i’&-“ Fy=s=—e
R in Lakbs B £ Laklis
Mo of storros e e B beginedng of the fnscaal peer 1B ateid 101 100LIE) LUt (BT e ] L0 (K
WAdddl: Bhares ssud durtg the yeas . a a .
]-hln- ik aberres s ws the and o fhe Sramedal yoar LiR Lok 1] 1L 1K1 LT B LN
183 rmn{mmmmmnmuntm
A Al IL0E 0 LT IE i
Es in Lakhs R Lt Liahicfei -
Fariiculses
; = W nf Slares - B of Shares
il off Kirala LR Lo 000 {53 149 !E.I]IIIII.I-
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IEd  Dwlails of sty sares i by g Jim un 11,00.3023
Euggiining ol the |pusr sharwa ut the e i gwar
ol i v
- o [ELLE e ] DL OOE00 100
dum an 110 Part
Fromodr Mama umbar of stares 81 | Crange Somng fre | Rosbes of % ok toied vhares %= change dunng
Eagginnivgg of th |y sharis al fhie end thi yar
] af ihi pear :
COORO0G . TEDDOR00 10K

Enu-qm-r.tdi:—h

(L.L] Tharre weww 1y treah lsene ot feapingy beck of shares in e preowding five pesms atfer thar the boous feeae e sissed i Pbobe Tdo 88 Badnw

IR Thara e nn fana o securiline coveerh bl oneo Bguey § Preterenoe abarea
T The Cnmipany had lssed MLELOO Equity ssaores of Ba 100 sech e fully padd up by Bonns e in B sasksof 157 for Ba 5000 lakha darieg S Sinancial year 3017

rapitalizeg Cerneal R,
19 Oty Equisy
" sl ML s w100z
Farticulen s i Lakha B bm Laka
| Canaral Tesspus ;
Batare al i Bginmng of i e B 15088 I;Hl.ﬂ_;
Addil: T = Fustabned Basnings TS B B
Less Lt for sewing Bonms Shares . -
Less DHvidenid 700000
Less [Hvidend Distributien Tax .
Ulsszng, balance [TEr-x] LA
| sty S badeery Hesarye
Halerre o o baizmeng of b yom (TT-EH AR
Achil! Trausftr from Ilasrings LI LT
Clesing halance [TEE ) RAL |
Dieer Comprihenslve Dnges 0T ——
Balarir o= Ea | - [LrToE
- W i the dafirud benefit plans o 00T {1,673 w
131140 ;
133
Balanoe o the begiming of B oo _
el | Prods for e peut A AT
Lasa. Trarsber s G 1A FaT 54 EETTS
|ammn : Ak on nj m B w118 © Lsnaen® (e of ) ann =
eaing Balascs - e
88071 54003 |
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20 Inmtereal Income Ini Lakhs
Year ended March 30, 20022 Year ended March 31, 2010
O Fnterest
Financial Income om On Interest income
Particulars | On Pinancial asme 0N ssal | OnFinendy | % fmencal
ke | Angete ansets clanslfied
P easured &l I - mieapiregd &l uﬂmuumhn1 Vil
amurtised cost fair value | amortised cost
valae fair value st throngh profit ar
thraugh {thraugh profit e Toss
1 or loas
Interent oo Loans
Ciodd Loan 9434 TS 36536
Fized Deposit Loang™TFDL RFisa A 26
Chrtty LoamyFassbook Loan 312361 A8
Mizw Chilty Loan 19.955.62 16159224
M HFESSHES, TLARL.OE 10,344 (H
Reliable Customer Loan 2089434 045914
Comspmer Vehicle Loan 126 54 L0234
Siagarnn Akshays 00 162 &3 1TR I3
Kerala Stabe Soclal Security el
Persaton Lad o SAUS
Interesl on KR Dies TZIA3A5 9,197 44
Interest on nvestmend 4. 14853 1901 43
Trberest o degosits Wik
bank/tressiry 7 25355 76,113 88
Chheer infenesl Incoane 24.974.96 21,187.55
| Total B A1 185, 794.08

Ethar intovest income mainly ncbedes default intorest (Chitty) Bs 1946557 lakhe, penal inderost on Bellable Customer Loan Ba
TE7 06 lakhs, ard intereat on chithy advance payment Bs 1085 47 lakhs

Tia) SlE"I'lIIﬂII.I'FI
For the year Foor (e yaar
Partheulars ensled IL032022 | ended 31002021
R in Lakhs R in Lakhs
Writirig Fee Twr 52 59805
Admirstrative sl Processiog Charges 19004 144.53
Registration Charges G106 5.01
Chhars 25608 2352
| o iR
b)) Cither Revenoe from Chitty Crperations
Faor the year For the year
Farticulars enhed 31032027 | pnded 33052007
e i Lakha K5 im Lakhs
Profit on Chikty Substitisted Thceets 13,085 74 14.291.5%1
Forteited Yecthapatisa Incomse 299856 L118.52
Dividend Income { Awction Surpbas) 5133055 3811
S e

1.1 See Masde 19,16 for details of Pocleiled Veethapalisa Inoome.
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For the year Far the year
Farticalars ended 31.03.2022 | ended 31.03.2071

Hs in Lakhs Bs [n Lakhs
Profit on Sale of Fixed Assets 617 W55
bigcellanenus ncume 5738 15602
Todal 6355 L, 168.61

23 Finance Costs

Year ended March 31, 2022 Year ended March 31, 201
R in Lakhs Has in Lakhs
On financial | On financlal| On fnandial
Farticulsrs instrumests | instruments | instroments T8 Fisaricial
Imstrumenis
oeasired af | measured at | measured &b fadir
PR OGO PR INEAE N it
through OCL e oct amortised cost
{Fimed Deposlis 122 595 8% - 11728567
Suupuma Deposits . 5,820.08 5 IIRTI
[Citisers = 23008 42 - 1671994
{Guaranter: Commission %,675.15 e
{Einance Cost an bease Uability 305.65 -

| Total

Dthwers includes mberest padd to banks on borrowings Bs 21950.13 lakhs

4 Lmpairment of financal Instraments

Sartt it Year ended March 31, 2023 Year ended March 31, 2T
Un financial | On financlal]  On financial Un fimancial
[Loan Assets 16,626 45 17163325
(OS5 Adalath interest 18,190.07 1364288
Written Ciff - 20015 13272
{Others - LI7231 91728
{Provision for unreconciled intre branch balance 250000
| Total - 38,7287 - SLEGETY
25 Employee Benefits Expense

Partirulass o Y e

balaries anid Wages 79123 TLETR2R
Conteibation Lo Providem Fused ApA013 B 50
Cemtribartion bo Gratuity Fund 11,622 35 6.2r5.12
Earmid Teave Salary L00ES Q67228

Borus & Performance Incentive 7534 B&61
Staff Weltare Bxpetiss 1,534.79 L1Dea%
Total 1187487 | 97,1870
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6 Depreciation and amoriisation expenses

For the year For the yoar
Farticulars erded 31032022 | ended 51,03, 207
Es in Lakhs Fsin Lakhs
Tirgible Aswmrs 1 7eRA6 145544
intangible Assets o 485 141.53
Right of Liwe Ausstn 252044 =
Toal X T
Diber Haprenses
For the year For the yuar
Particulamns enaded 31082027 | ended 3100520010
s In Lakbis Ra In Lakhs
41 34 LA L]
20.43 153414
Lt 67,75
5067 51240
ARG R
A5F 1 L=y |
FE.AR 11873
L R 5,B51.48
20 12,66
624 fa2
421 EEN ]
.| 415
182001 2 105.22
1943 S14.658
335, 28824
21598 3IMLE3
Y1080 BAE.57
1652 1223
195461 241.30
fzas ol 15
|Bemuneration bo Aodibors
{i) Fiee Ansell 110034 103.35]
{ii} Cther Expenses 1129 1018
Adhvertinament 106304 1,362.67
Development Expenses 1133313 9og] ES
|135r Trigmit Rirvarranl 565 60| 62567
| Total 2065115 35,357.99
7.1 See Note Mo, 393 for disclosures regardmyz Leases,
27.2 Sow Mot Mo, 2913 for disclosumes regarding C5R Expradlion,
I Edarnings per share
For the year For the yoar
Particulars ervded 31032027 | ended 31.08,.2031
R in Lakhs R in Lakhs
Profit/ (Loss) for the year B0 T5H.BS
Averape nueater of dquily shares of Be M- sach Rilly paid up I CHMEDERE B0,
[Earriings por Share (Rasic) BeTT 759
[Earnings per Shurs (Dilubed} BE.77 759 |
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Addittonal Information

29.1 Falx VaJue Measuwrement

Fair value of the financial instruments is classified in various faix value hierarchies based on the following three levels:

Level 1: Quoted prices (unadjusted) in active market for identica) assets or liabilides.

Level 2: Inpuls other than quoted price induded within level 1 that are observable for the asset or liability, either directly.
Level 3: Inpuls for the assets or Uabilitles that are not based on observable market data (unobservable inpuls).

The falr value of Current financial assets and liabilides is considered to be equal to the casrying amounts of these items due to
thelr short-term nature.

There were no trangfers between Level 1 and Level 2 dudng the year.

Faitr value hierarchy of finandal instruments measured at falr value on e recurring basis i3 eg follows:

(R in Lakha)
. Fair Valve
Partdculars Pa'u value Aa at Aa at
Hierarchy 31032022 31.03.2023
Financlal Assets measured 2t Falr value through
P&AUOC
Investments in Non-Converdble Redeemable Bonds - 3 64,680.00 26,031.80
Unquoted
Category wise classificatian of financial instruments ig as follows:
(Rs in Lakhs)
Fair Value
Partlculars Refer Note As ot As at
31.03.2022 31.03.2021
Financdal Assets measured at amortised cost
i. Loans 7 4,090,277.23 3,382,562.88
ii. Other Pinancial Agsets 9 11,287.85 3,439.70
jii. Bank balances other than cash and cash equivalents 6 834,157.30 850,096.38
tv. Cash and cash equivalents 5 21,128.83 14,651.33
4,956,851.20 4,250,750.30
Financial Liabilities measured at amortised cost
i. Borrowings 13 346,134.82 205,000.00
i. Deposits 14 1,939,979.76 1,784,005.65
iii, Other financial Liabilities 15 2,697,2587.27 2,250,082.65
4,9683,371.85 4,239,088.30

Financlal Risk Management - Objectives and Policles

The Company’s principal financial liabilities comprise borrowings and (rade and other payables. The main purpose of these financial
liabilities 18 to finance and support the compeany’s operations. The Company's principal (inancial nssels include chits, loans, investments,
cash and cash equivalents and other receivables that are derived directly from its operationk. As a financizl lending indlitwion, Company
is exposed to verious risks thet are relsied to lending business end operating enviromnent Tbe principal objective tn Compeany ‘s risk
management procesges is to measure and monitor the various risks that Company is subject to and to follow policies and procedures to
eddress such risks. The Comwpeny bas 8 well- mevaged risk measgemenl framework, sschored 1o policies sud procedures snd in(ernal
financial controls aimed at ensuring early identification, evaluation and management of key financizl risks (guch as liquidity rigk, market
rigk, credit risk end foreign currency risk) that may erise 85 a cousequence of its business operations as well as its invedting and (mancing
activities.

Accordingly, the Company’s risk management framework has the objective o( evsuring that such risks are meunaged within acceplable risk
parameters in a digciplined and consistent manner and in compliance with applicable regulation.

Risk Management department shall be responsible for the following:

g) Identifying the various risks associated with the activities of the Company and asgesging their impact on the business.

b) Measunng the risks end suggesting messures (o effectively mitigate (Be risks.

However, the primary responsibility for managing the various risks on a day to day basis will be with the heads of the respactive business
units of the Compevy.
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1) Liquidity Risk

Liquidity tisk is the rigk that the Company will encounter due to difficulty in raising funds to meet comoitments associated
with finandal instruments that are settled by delivering cash or another financial asset. Liquidity risk may result from an
inabllity to sell s finandal asset quickdy at close to its falr velue.

The company has sound financlal strength represented by {ts aggregate cwurent assets against aggregate currendt liabilides and
fts strong equity bese. In such circumstances, liquidity risk is insignificant.

2) Market Risk

As the Company's overall debt s less compared to Jts equity, the expasure to interest rate risk from the perspective of
Financial Liabilides is negligible. Further, treasury activities, [ocused on managing investments {n debt instruments, are
administered under a set of spproved policies and procedures guided by the tenets of liquidity, safety and returns. This
ensures that investments are only made within acceptable risk parameters after due evaluation. The Company’s investoients
are predorninantly held in Gxed deposits. Fixed deposits are held with highly rated banks and have a short tenure and are not
subject to interest rate volatility.

3) Credit Rigk

Credit Risk exdses from the risk of loss that may occur from the default of Company's customers under loan agreements.
Customer defaults and inadequste collateral may lead to loan loases.

The Company addresses credit risk through following processes:

a) Credit risk on Gold loan is considerably reduced as collateral is in the form of Gold omaments which can be easily
liquidated and there is orly a distant possibility of losses due to adequate margin of 25% or more retained while disbursing
the loan. Credit rigk is further reduced through a quick but careful collaterai appraisal and loan approval process. Hence
overall, the Credit risk is normally low.

4) Interest Rate Rigk

Interest rate risk is the risk that the fair value of future cash flows of a finandial insorumenit will fluctuate because of changes
in market interest rates. The company is subject to interest rate risk, primarily since it lends o customers at fixed rates and for
maturity periods shorter than the funding sources. Majority of our borrowings are at fixed rates . However , borrowings at
floating rates gives rise to interest rate risk. Interest rates are highly sensitive to many factors beyond control, including the
monetary policies of the Reserve Bank of India, deregulation of the {inancial sector in India, domestic and international
economic and political conditions, inflation and other factors. In order to menage interest rate rigk, the company seek to
optimize borrowing profile between short-term and longterm loans. The Company adopts funding strategies to ensure
diversified resource-raising options to minimize cost and maximize stability of funds. Assets ang liabilibes are calegorized
into various time buckets based on their maturities and Asset Liabiity Management Comunittee supervise an interest rate
sensitivity veport periodically for assessment of interest rate risks. The Interest Rate Risk is mitigated by availing funds at
very competitive rates through diversified borrowings and for different tenors.

5) Foreign Currency Risk
FPoreign Currency risk is the risk that the value of a finandgal imstrument will fluctuate due to changes in foreign exchange
rates. The Company had no exposure to foreign currency ang foreign currency risk during the FY 2021-22.

Capital Management

For the purpose of the Company’s capital management, capital incdudes issued capital and all other equity reserves
attributable to the equity shareholders of the Company. The pamary objective of the Company when managing capital is to
safeguard its ability to continue as a going concern and to maintain an optimal capita)l sbucture so as to maximize
shareholder value.

The Compsny’s finsncial stretegy aims to support its strategic priorities and provide adequate capital to its businesses for
growth and creation of sustainable stakeholder value. The Company funds its operations fhrough internal accruals and also
through borrowings. The Company aims st maintaining a strong cepital base largely towards suopporting the (uture growth of
its businesses as a going concerm.

As at 31st March, 2022, the Company has only one class of equity shares. The company is not subject to any externally
imposed capital requirements.
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29.2

The amount and type of collateral required dapands on an assessment of the credi risk of the counterparty. Guidelines ara in place covenng
the acceptability and valuation of each type of collgtaral. The tables on the following pages show the maximum sxposure to credit risk by
dass of financial asset Thay also shows the total fair value of collaleral and the net expasure to credil risk.

(Rs. in Lakhs)
Coverage of coliatersl and credil enhancements held
Maximum Other
AsotMarch 31,212 | esposumato Bankand | Housshold m Secirities Net
cradit risk Cash Securttles | govemment |  used Gold other working inchuding | Total coltrtern xposure
guaranisog | Omamanta captal flrne parsonal
properties
Cash ang cash equivelents 2112883 2112883 . - . 21,1288
Bank Balance ather then Cash
and cash equivalenis 834,157.30 | 834,157.30 . . 834,157.30
Loang (Gioss): .
i) Gok Loan 293,928.41 - 20392841 20392841
||) Loan against Chitty 268,998.36 - 268,998.36 268,998.36
iii) Amounl Recoverable from
Prizsd Substribers 2,792,710.85 - 279271085 | 2,792,710.85
v} Employee loans 9,596.76 - 8.596.76 8,59%6.78
v) Revenue Recovery Debfors 110,021.67 - 110,021.67 | 110,021.67
vi) Loan to govemment companies
412,069.00 - 412,088.00 412,069.00
vi) Others 360,340.63 - 36034063 | 360,340.83 -
Other financial assets 11,287.85 - - | 11,287.85
Fait value of collateral and credil anhancements held
Maximum Other
Moot March 31,221 | xposus o Rank end | Household m Secarties N
crodit risk Cash Securitles | government | used Gold other workg (incloding | Total collsteral exposme
guanniees | Omaments capial flems personal
propertjes|
Cash and cash equivalents 14,651.33 [ 14,651.33 - 14,651.33
Bank Balance other than Gash
and cash aquivalents 850,096.38 | 850,096.38 850,096.33
Loans (Gross): ]
i) Gold Loan 266,185.17 - 266,185.17 28%5,185.17
|i) Loan againgt Chitty 226,975.75 - 226875.75 226,975.15
i) Amount Recgverable from
Prized Subscribers
2,315,819.00 - 2315819.00 | 2315,819.00
v} Employee loans 9,732.78 - 973278 873278
¥) Reveau Recovery Dedlors 101,401.64 - - 10140164 | 101,401.64
¥i) Loan o goverriment compankes| 272 069.00 - 272,068.00 272,088.00
oi) Others 331,141.54 - . D454 33114184
Other financial assets 3,439.70 - - - 3,438.20
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29.3 Lease Disclosures (Entity as a Lessee)

Company Pollcy

During the year company has decided to adopt Ind AS 116 “Leases” on the basis of retzospsctive application
without restatement of prior year comparatives. This results in the cumulative impact of edoption is recorded as an
adjustment to other equity under the head ratainad eamings, at the baginning of the accounting period in which
the standard is first appliad. Accordingly, following disclosuras are given.

Lame UabQictan
R ia Lalhe)
Particidars Tatal
Oalance 20 3t 15k Aprif 2020 €08
Addsuons 21390
Taoromee Ln Jease lability due to increase In Tardf 0.00
Add:Firunon corl sccruad dodng the perioed 003
Loss Poymont of lease lLabilnics 236143
Balance a# at 1at Apri] 2r2) 4813
Addideny 2697 .56
Tasrenae (1 Jease Hability dua to increase in Tarri( 00
Add:Flranoe ool scorued dudng U perlod 30545
Lese Prymuss of o labilties 284248
Balance as at 315t March 2022 ALY D
Maturity Analysis-Contractusl undiscounied cash flows
(Ra. ln Lakhe)
Particulars Total
Lees than ane year 27798,
One to live years 3402 0|
More tham five years -
Total undiscounted lease liabilites 62015
Right-ofeuse assets
Qs I LaYNg)
Particulars Tataf
(Balance at 1 April 2020 Q0505
Additions 213390
Depredation tor the yeer WI5.04
Balance at 1 April 2021 4143 9]
Addidons 2647 5
Depredation for the year 25204
Balange at 31 March 2022 [¥¥7R)
Asmownts recognised in statement of profit oy lost
(R la Likhe)
Parliculars Tata
Interest on leage Yiabilltiea AELS
Depredalion on right-of-use assets 252044
Other lease expenses - arrears 043
Asnpumts recognised in statement of cash floun
(R n Livha)
Particulars Tetal
Total cash outflow for leases 253680
294 Taxatton
(i) Reconaliation of ineome tax expense
(Re. Lakdw)
Year Bnded 31 43 2072 Yoar Baded 31 082971
(a) Profit before Tax as per Statemenl of Profil and Loss 25442.27 759258
Add : Other Camprehensive Income thai will not be reclassified to Staremeni of Profil and
Loss -1802.08 {6,384.77)
Accounbng Profit 1857019 160591
Add: Items that sre not dedvatible in determining Taxable profit 861083 £350.55
Taxable Profii (A) 338012 790645
{b) Tax on Accounting profit &25.17% f£15010 2000319
(&) Current Tax 28 per Statement of Profit and Loas [B] 24430 2N0L0
(i) Applicable rate of tax as per Finance Act 2507% 2507%
(i) Average effective tax rate [B/A) 28546 217
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295 Confingent Liabilifies, Commitments and Configent Assets (to the extent not provided for in the accounts)

2021-22 2020-21
(Rs in Lakhs) (Rs in Lakhas)
I |Contingent Lisbilifies
Claims against the Company not acknowledged as
®) debt (See Note below)
i) Income Tax 2268083 | 13761.15
i) Interest Tax 0.00 1043.48
i) Service Tax 0.00 4.30
iv) Provisions of ES] Act 53.37 53.37
v) Rent Escalation Claim 147.95 142.57
b) Bank Guarantees:
¢ Other money for which the Company is
) 0 0
contingently liable 2288215 15004.86
I Commitments
Estimated amount of contracts remaining to be
2 . 159.20 158.65
executed not provided for
b) Uncalled Liability on shares and other investments 0 0
partly paid
159.20 158.65
TOTAL 23041.35 15163.51

IO Details in respect of claims against the Company not acknowledged as debt disclosed above are as follows :
2021-22 | 2020-21

Pending Disposal

1 AO was directed to reconsider interest u/s 244A by
Hon'ble High Court of Kerala (AY 1994-95)

2 Assessment u/s 143(3) for AY 2017-18 was
completed disallowing undistributed veethapalisa
of Rs.3.84 lakhs and provision for bad & doubtful
debts of Rs.22,498.00 lakhs and raised a tax - 7787 44
demand of Rs.7,784.44 1akhs. Appeal filed before
OIT (Appeals) for the demand. Tax has been paid
in full against the demand.
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Notice u/s 156 was issued by ITO raising a demand
of Rs.59.68 Crores for the AY 2018-19 majortly by
way of disallowing provision for bad and doubtful
debts and some other items against which
company has filed appeal with CIT

5968.00

5,268.00

Demand raised by way of revision u/s 263
disallowing Guarantee comission amounting to
Rs.44.93 Crs for AY 2017-18

1585

Demand raised by AO by way of disallowing
Guarantee commission of Rs.65.39 Crs and
Provision for doubtful debts Rs.227.48 crs for AY
2020-21

9573

Demand raised by way of

assessment u/s 143(3) for the AY 2021-22
disallowing provision for bad and doubtful debts
amounting to Rs.172.29 crs and guarantee
comunission of Rs.73.65 crs

The Income Tax Department (TRACES) has raised
demand notices on some procedural irregularities
regarding TDS from AY 2007-08 to 2017-18
amountng to Rs 3150450 till 09.08.2018. The same
is being looked into and getting rectified on an
ongoing basis. (AY 2008-09 to 2016-17)

483

571

SLP (SLP(C) No 26727 OF 2008) fied with Hon'ble
Supreme Court during 2008 against Interest tax
applicable on finance charge amounting to Rs
1043.48 lakhs under Hire Purchase scheme, The
levy of tax stands deleted by the Supreme Court
The issue stands settled in favour of the Company,

1,043.48

Asst Commissioner, Thrissur issued an Order for
Rs. 0.66 1akhs (including penalty) relating to
Service tax on salary paid to Kelso staff. Appeal
filed with Comurdssioner (Appeals). (AY 2013-14)

0.66

10

Appeal filed against the Order of Asst,
Comnussioner, Thrissur rejecting our refund
application (based on CBEC notification
No.19/2015-5T dtd 14.10.2015) for Rs.3.64 lakhs
being service tax remitted with interest on WUMT
& Express money transactions for the period july
2012 to Sept 2014. (AY 2013-14 & 2014-15)

3.64
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1

Appeals filed egainst Orders received at our
various branches which are pending before
Commissioner (Appeals) Bmakulam. Major portion
of the demand was on chitt related income. Based
on the judgment of Hon'ble High Court of Kerala of
2018 regarding non-applicability of Service Tax on
Chit related transactions between 2012 to 2015,
modalities are being worked out. (AY 2008-09 to
2016-17)

Pending

Pending

12

The Company was exempted from provisions of
ESI Act up to 31-03-2008. The Company had laken
up with Government the issue of extending ESI
exemption for 200809, 2009-10, 2010-11 & 2011-12.
However, Government informed on 12-10-2011 thadl
Company’s request for exemption could not be
congidered gince medical benefits given by it are
neither similar nor superior to those provided
under ESI scheme. The matter was subsequently
taken up before the Governmeni and again it was
not considered favourably. In the meanwhile, ESI
authorities conducted inspection and demanded a
sum of Rs.21.10 lakhs. The Company approached
Employee Insurance Court and obtained a stay
with regard to the aforesaid orders. The liability of
Rs.21.10 lakhs is up to 31-10-2011. ESI Corporation
had raised a demand on 01.082017 amounting to
Rs. 32.27 lakhs being regular contribution from
01.08.2012 till 30.06.2017. Subsequently, during Lhe
personal hearing before the Assistant Director, ESI,
the Company re-iterated it's stand and status quo
has been maintained on the matter in view of Court
Stay already obtained by the Company.

53.37

53.37

13

Rent Escalation Claim

147.95

14257

|Conh‘nge.nt Contracts

14

The Company had issued work order to M/s Accel
Frontline Limijted on 20-05-2008 for Design,
Development Installation & Comunissioning of a
Ceniralized Application Software (CAS) towards
integration of various system applications. The
contract value was Rs. 61,16 lakhs out of which an
amount of Rs.40.57 lakhs had been provided in the

accounts / paid to them up to 31-03-2022.

20.59

20.59
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15

The Company had entered into a contract with M/s.

BSNL towards VSAT services on 08.05.2015 for a
total value of Rs.132.75 lakhs ouf of which an
amount of Rs.65.98 lakhs had been paid to them till
31.03.2022.

66.77

16

The Company had entered into a contract on
14.11.2018 with Uralungal Labour Contract Co-
operative Society , Vatakara, Kozhikode to
renovate the Head Office building for contract
value of Rs. 1425.83 lakha. The contract is executed
for a period of 10 months from the date of
execution of sgreement and an amont of Ra.
1354.54. Jakhs had been paid til} 31.03.2021.

7128

71.2%

17

The Company had entered into a contract on
03.11.2020 with M/s Nextra Data 1.td., for
Amazone AWS cloud . We had paid Rs. 21,95,188/-
as agaist invoice amount of Rs. 22,50,265/-

0.5S

0.58

18

The company introduced a new loan scheme on
10.11.2021 in collaboration with NORKA ROOTS
for NRK's due to job loss due to Pandemic
outbreak. The capital subsidy @25% of loan
amount upto maximum Rs 1 lakh will be provided
to prompt customers at the end of loan periogd.
Total capital subsidy receivable from NORKA
ROOTS till 31.03.2022 was Rs.18,64,05,125/- out
of which Rs.5,29,68,625/- was received during FY
2021-22. Residual amount 0f13,34,36,500 was
received during FY 2022-23. subsidy receivable till
30.11.2022 is Rs.56,57,83,375/- out of which 7
crores has been received. Company has also to
get interest subsidy amounting to Rs.1,40,90,852/-
till 31.03.2022 from NORKA. Further amount of
Rs.1,07,23,040/- is due towards interest subsidy

till 31.08.2022.
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29.6 Uisclosures required under Ind AS 19 - “Employee Benefits”.

I Defined Contfribution Plans

During the year the following amounts have been recognised in the stalemert of profit and loss on accound of
defined contribution plans:

2021-22 2020-21
Employers contrbubion to Provident Fund 8,680.13 8,304.50
Employers contribution to Employee’s State
Insurance Corporation i ’
Defined Benefit Plan/ Other Long Term Benefits

. Compensated absences

Gratuity (Punded) (Non-Funded)

(i). Actuarial Assumptions 2021-22 2020-21 2021-22 2020-21
Discount Rate (per annum) 7.46% 7.12% 7.46% 7.50%
Expected return on plan assets (per annum) 7.12% 750% 0.00% 0.00%
Compensation escalation rate (per annum) 5.50% 5.00% 5.00% 5.00%

ndian Assured Lives Mortality (2012-14)

Mortality rate Ultinste

2021-22 2020-21 2020-21 2020-21
(if) Reconcliation of present value of obligation
Present value of obligation at the beginning of the 32,837.20 25,762.22 16,277.31| 14,526.03
year
Current Service Cost 2,632.30 2,070.07 8,276.30 6,366.38
Interest Cost 2,284.08 1,724.48 1,074.02 645.47
Prior service cost 11,215.20 -
Actuarial (gain)/ loss 1,509.03 6,364.45 620.57 2,660.43
Beriefits Paid (4,438.64) {(3,084.02) (3,760.47)| (4,221.00)
Present value of obligation at the end of the year 45,035.18 32,837.20 22,487.73 16,277.31
(iti) Reconciliation of fair value of plan assets
Pair value of plan assets at the beginning of the
year 24,322.68 23,422.52 - -
Expected return on plan assets 2,060.12 1,642.07 - -
Actuarial (gain)/ loss - -
Contributions 11,024.30 2,364.43 - -
Benefits paid (4,438.64) (3,084.02) - -
Actual Return on Plan Assets {363.05) {22.32)
Fair value of plan assets at the end of the year 32,605.41 24,322.68
(iv) Description of plan assets- [nsurer Managed
Funds - -
(v) Major category of plan assets as % of total plan
assets
Equities -
Bonds -
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Gilts
Others - Insurer Managed Funds (LIC of India)*

of plan assets has not been disclosed.

* In the absence of detailed information regarding plan assets which is funded by Insurance Company, the
composition of each major category of plan assets, the percentage on amount of each category to the fair value

(vl) Net (Asset)/ Liability recognised in the
balancesheet ag at the end of the year
Present value of Obligations as at the end of the
year 46,038.18 32,837.20 22,487.73 | 15,277.31
Fair value of Plan Agsets as at the end of the year 32,605.41 24,322.69 - -
Net present value of funded obligation recognised
as (asset)/ liability in the balancesheet 13,433.77 8,514.51 22,487.73| 16,277.31
, Compensated abaences
Gratuity (Funded) (Non-Funded)
2021-22 2020-21 20231-22 2020-21
(vi) Expenses recognized in the Statement Profit
and Loss
Current Service Cost 2,632.30 2,070.07 8,276.30 6,366.38
Interest Cost 2,284.09 1,724.48 1,074.02 645.47
Expected return on plan assets {2,060.12) (1,642.07)
Actuarial (gain) / loss recognised in the period 1,502.03 6,364.45 620.57 2,660.43
Total expenses recognized in the Statement of
Profit and Loss for the year 4,365.30 8,516.93 9,970.85 | 9,672.28
Actual return on plan assets -
(vii) Non-current and current value of obligation
Non-current 10,801.48 5,572.04 20,323.12 | 14,622.46
Current 2,632.30 2,942.48 2,164.61 1,654.86
Total value of obligation 13,433.78 8,514.52 22,487.73| 16,277.31
31.03.2022 31.03.2021 31.03.2020 31.03.2019 (31.03.2018
(ix) Amount recognised in current year and
previous four years
Gratuity (Funded)
Present value of defined benefit obligations 46,039.18 32,837.20 25,762.22 24,485.79 | 23,406.50
Fair Value of plant assets 32,605.41 24,322.68 23,422.52 22,744.80 | 20,860.79
Funded status- (asset) / liability 13433.77 8514.52 2,339.70 1,740.98 2,545.71
Actuarial (gain) / loss on plan obligations 1,509.03 6,364.45 590.34 2436 397122
Actuarial (gain) / loss on plan assets - - -
Compensated absences (Funded)
Present value of defined benefit obligations 22487.73 16,277.31 11,526.03 10,807.38 9,790.97
Fair Value of plant assets - - - - -
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Funded status- (asset) / Lability
Actuarial (gain) / loss on plan obligations
Actuarial (gain) / loss on plan assets

22,487.73 16,277.31
62057 2,660.43

11,526.03
(1,580.53)

(2.967.98)| 9,790.97 |
L2737y 36423

(X) A quantitative sensitivity analysis for significant assumption (impact on defined benefit obligation) is as

below:

A. Gratuity (Funded) -

Year ended 31.03.2022 Year ended 31.03.2021
1% increase | 1% decrease | 1% increase |1% decrease
Discount rate 40,629.90 $2,478.33 31,051.00 | 34,837.08
Salary increase rate 52,440.08 40,584.62 34,207.77 31,538.28
Employee Tumover 46,867.28 45,114.30 33,066.05 32,580.02
Undiscounted Cash flow over the years 144,051.23 54,656.66
B. Compensated absences (Non - Funded) -
Year ended 31.03.2022 Year ended 31.03.2021
1% increase |1% decresse [1% increase [1% decrease
Discount rate 19,720.82 25,900.14 14,244 .17 18,784.40
Salary increase rate 25,814.73 18,750.06 18,715.67 14,269.11
Employee Tumaover 23,318.38 21,523.48 16,778.0B | 15,697.42
Undiscounted Cash flow over the years 86,909.59 58,855.50

In the above analysis the change in the factor is made with other factors remairing intact
Undiscounted Cash flow over the years 15 the aggregate cash flow without discounting but keeping other factors indact
and s the total paymeni for the current complement of siaff. Maturity profile of the obligation is reflected in the

undiscounted aggregate cash flow given above.

Actuarial gain/ loss arising on experience adjustments

Ap at31.03.2022 As a£31.03.2021
Gratuity (Funded) 1,872.08 6,386.77
Compensated absences (Non-Funded) 620.57 2,660.43

(xi) Note on actuarial risks

These plans typically expose the Company to actuarial rigks such as: Investment Risk, Interest Risk, Longevity

Risk and Salary Risk.
(2) Investment Risk

The present value of the defined benefit plan liability is calculated using a discount rate which is determined by
reference to market yields at the end of the reporting period on government bonds.

(b) Interest Risk
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A decrease in the bond interest rate will increase the plan liability; however, this will be partially offset by an
increase in the return on the plan debt investments.

(¢) Longevity Risk

The present value of the defined benefit plan Liability is calculated by reference to the best estimate of the
mortality of plan participants both during and after their employment. An increase in the life expectancy of the
plan participants will increase the plan’s liability.

(d) Selary Rigk
The present value of the defined plan liability is calculated by reference to the future salaries of plan
participants. As such, an increase in the salary of the plan parficipants will increase the plan’s liability.

Notes:

1. The ebove disclosures are based on information certified by the independent actuary and relied vpon by the
Company.

2. The plan assets of the Company are managed by the Life Insurance Corporation of India in terms of
insurance policies teken to fund the obligations of the Company with respect to its Gratuity and Compensated
Absences Plan. Information on categories of plan assets is not available with the Company.

113) ANNUAL REPORT 2021-22.




O KSFE

2.7

Operating Segments (Ind AS -108):
s fomation

The Company has identified business segments viz; Chitty and Lending as its primary segments. Revenues and expenses
directly attributable to segments are reported under each reportable segment. Expenses which are not directly identifiable to
each reportable segment have been allocated on the basis of assodiated revenues of the segment and manpower efforts. All
other expenses which are not attributable or allocable to segments have been disclosed a3 unallocable expenses. The assets of the
Company are used interchangeably between segments, and the management believes that it is currently not practical to provide
segment disclosures relating to total assets and liabilitieasince a meaningtul segregation is not possible, Since, the revenue and
profit or loss aftributable to external customers are not material as compared to the combined revenue or profit or loss

respectively, geographic segments reporting js not given.
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{¥s in Laxhs)
51 Business segments
Particulars Financial Year Total
No. Chitty Lending

2)| Segment Revenue 2012 191,068.72 92,720.44 243,789.16
220-71 162,886.94 80,485.33 243,372.27

Less: Inter Segment Revenug 111 . . .

a20-71

Total revenue A021-22 191,068.72 92,720.44 283,789.16
p. 17194} 162,886.94 80,485.33 243,372.27
b){Segment results 2021-22 175,882.06 53,647.27 229,523.32
2020-13 147,645.70 44,267.75 191,913.45
Less Unallocable Expenditure (net of Unallocated Income) 201 285,955.20
2020-13 254,152.36
Ada Other income(Net) 2001-2 £1,868.15
220-23 70,231.56
Total Profit BeforeTax and Exceptional Items p:171 7] 25,442.27
220-73 7,882.68

Ada Exeptional Items 201-12 -

220-21

Profit Before tax 2021-22 25,442.27
A120-71 7,992.68
Income Tax Expenses 2712 14,893.18
2020-11 847.06
Profit after Tax 221-22 10,549.09
220-71 7,145.63
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298 Discdosure of Related Party Transactions in accordance with Ind AS 24 “ Related Party Disclosures”

A.(I) List of Related Parties where control exists and also other Related Parties with whom transactions have

taken place and relationships:
Sl. No |Nature of Relationship Name of Related Party
1 |Related party Sri. Varadharajan.K
2 |Key managerial personnel Sri. V.P. Subramanian, Managing Director
B. Transactons during the year
(Rs in Lakhs)
2021-22 2020-21
1 Transactions with Key Managerial Personnel
Remuneration to the Managing
la .
Director Sti. V.P. Subramanian 25.70 35.41
Total 29.70 35.41
Adv. Peelipose Thomes 1.60 2.40
1.bH i to Chairm:
onoranum o an Sri. Varadarajan X 0.80 -
Total 2.40 240
Other Payments to Chairman 0.41 031
Other Payments to Managing
1l.c Director/Other Directors:
Other Payments 6.33 7.16
Others: Sitting fees 6.24 7.92
Total 12.99 15.38
Travel Expenses:
1.d|Managing Dire
ging ctor Sri. V.P. Subramanian 0.04 056
Chairman and Other Directors 2.60 2.43
Total 264 2.9%
Related Parties pending payments:
Name Nature of payment Amommt Remarks
Sri. Varadarajen K Siting fee 3000.00
Smt.Sini J. Shukkur Sitting fee 10500.00
Sri. Inbasekhar Sitting fee 12000.00
Smt.B.S Preetha Sitting fee 12000.00

Guarantee Commission Payable to Government of Kerala.
The Company has been remitting Guarantee Commission an the Fixed/Sugama/Short Term Deposits outstanding as
at the end of the preceding financial year, Interest accrued on Deposils is not considered for the purpose of remitting
Guarantee Commission as interest is paid on » monthly basis & Company is not having any cumulsbtive deposit
scheme. The Comptroller & Auditor General during the course of their inspection during 2003-04 had stated that an
amount of Rs561 lakhs is due up to that year on account of difference in method adopted for computation of
Guarantee Commission.
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29.9 : Recent IND AS and Othex Statotary/ Legul Anoows ccments.

The Code on Social Security,2020 (‘Code’) relating to employee beneflts during employment and post employmentbenefits recelved Presidential assent in
Septeonber2020. The Code has been published in the Gazette of Indld. Howevers,the dale on which Lhe Code will come into effect has no! been notiied. The
Company will agsess the impact of the Code when {t comes into effect and will record any related impact in the period the Code becomes effective.

Minlstry of Cotpotate Afialrs (MCA") notlfies new standard or amendenis to the existing standards. Accordingly, Ministry had notified the
Compeanies(CSR Policy) Ammendment Rules2021 daled January?22, 2021 and the same is applicable 1o the Company.

29.10 : Maturity arutysis of asscts and Uabllites

The table below shows an azulysis of UabiliHes analysed sccording to when they wre expected to be recovered or setited.

Parcticulars As at March 31, 2022 A 2t March 31, 2001
(Rs I Lakhs) Rz tn Lakhs)
Within 12 Aftes 12 Total Within 12 months After 12 Tota)

months maonthy monthy
Barrowings (other than debt securities) 346134.082 346134 82 205,000.00 205,000.00
Deposits 1939979.763 153997%.763 89082451 8508245}
Other Finandal Lisbilides 2697257.27 2697252207 2,286,938.57 2,286,538.67
Provisions 39854.12 39854.12 30085.98 30035.98
Other non-finandal liabilides §514.59 3661.69 10176.28 651459 70254 721713

4595886.44 4351580 503340224 3,389,277.77 3073852 3.420,016.30

29.11 As required by Ind AS 105 (‘Tinandal Instruments’), provisionfor expecied credit loss in respectof loans, RR debtors, Amount Recovessbleffom Prized
Subscribers has been calcnlated based an menagement’s estimate of probebledefzult and loss given default mnd provisiancreated in the books of accounty

accordingly.

29,12 Other Financial Aaset indudes the following

Sale Deposit Lodker Rent Receivable 7.19
Festival Advance To Agents 681
Festival Advance To Appraiser 417
Inlerest Free Loan 3.69
Rent Receivable 5.90
CMDRF Advance Recoverable 397
Amount Recoverable From Staff -249.66
Festval Advance To Staff 94D.53
Travel Advance To Staff 0.79
Other Advances To Staff 157.17
Amount Recov. From Dismissed Employees 142
Recoverable Salary Advance 0.41
Other Advance To RR Staff 0.10
Amount Recoverable Staff On Deputation 0.10
Adv. Recoverable From Staff On Deputation 0.02
Advance To KSFE Staff Co-Operative 750.00
Floog Advance To Staff 2.42
Amount Receivable From Gowt (Online Vidhya Sahsy $74.77
Interest accrued on Treasury Deposit (CMDRF) 26.51
Govemment 140.91
Amount receivable from Govt. (Try resumptlon) 1572.08
Amount receiveble from Govt. (VIdhyakiren scheme TA49.74

11395.02
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29.13 Corporate Soclal Responsibility

The provisioos of Section 135 of the Cowpanies Act 2013 are applicable to the Company and accordingly it has to spend
amount calculated in accordance with relevant provisions of the Act towards CSR activities. As oo 31.03.2022 the CSR Com-
witiee of the Company comprised Adv. Peelipose Thomas (Chairman), Adv. Reji Zacharia (Director), Sni. Vijayan Cherukara
(Director), Sri. R. Mobammed Sha (Director), Sri. PX. Anadakuttan (Director), Adv. V.X. Prasad (Director) and Sri. VP Sub-

ramamian (Director) as members.
During FY 2021-22, the Company bas spent an amount of Rs. 147.10 lakbs lowards CSR activities.

Year ended | Year ended
SL.No 31.00.2022 31.03.2021
Rs. In
Ra. In lakhs {akhs
A. [Amount required to be spent during the year 147 323
B. [Amount of expenditure incurred 147 403
1) Construction /acquisition of any Asset 147 300.75
if) on purpose other than (i), above 102.25
C. [Shortfall at the end of the year NiJ Nil
D. [Total of Previous year shortfall Nil Nil
E. |Reasons for Shortfall NA NA
F. [Nature of CSR Activities
Donation as per Schedule VII
For FY 2020-21
1|Govt.LP School, Ottasekharamangalam 0.23
2|[EK Nayaner Smaraka Samithi, Thiroor 273
3|[EMS Co-operative Hospital, Pathanamnthitta 60.00
4|Goverrunent of Kerala Department of Health Services, 10.00
5|Kerala State Jawahar Bahalabhavan, Thrissur 2.00
6|Self-Improvement Hub, Wayanad 0.25
7(Kollam Care Health & Palliative Federation , Kollam 50.00
8|Dharmagiri Agathi Mandiram, Kumbanadu, 20.00
9|Government Medical College, Kottsyam 10-65
10|Dist Police Chief, Thrissur 4.16
11| Angamaly Municipality 7.14
12[AKG Pain & Palliative Care Society, Adoor 10.00
13[Mother Theresa Palliative Care Society, Adoor 5.00
14|Govt. Medical College, Kottayam 13.8%
15|District Hospital, Kozhenchery 15.8%
16|Govt.U.P school, Lourdupuram 2.00
17|PVS Hospital, Emakulam 15.20
18|Kozhikode Regional Cooperative Ayurvedic Hospita), 2.18
19|KSFE Vidya Sree Scheme , KSFE Ltd, Thrissur ( Laptop 100.00
20|Pazhassi Charitable Sodiety, Kalpetta 1400
21|Govt.Taluk Headquarters Hospital, Pampady 30.00
22|Ernakulam District Kanivu Pain and Palliative Care 5.00
23|Naseeha Charitable Trust, Pethanamthitta 13.20
24|Nedumkandam Taluk Hospital, Nedunkandam 6.00
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For FY 2021-22
1 |Karuna Pain & Palliative Care Society Chengannus 2.90
2  |Ta)uk Head Quarters Hoapital Nedunkaandam 1.67
3 |Chavara Special School Emakulam 1.03
4 |Com.Aliyar Charitable Society Vizhinjam TVM 10.00
5 |PAZHASS-Kalpetta Wayanad 15.02
6 |EK Nayanar Smaraka Santhwana Paricharana Kendram 14.18
7  |Sakhavu Pushkaran Smaraka Trust Deshamangalam 30.00
8 |Medical College Hospital Gandhi Nagar Kottayam 3231
9  |Sabarmati Special School Haripad Alsppuzha 10.00
10 |Karuna Charitable Society Chengannur 10.00
11 |DAYA Pariyaram Medical College Pariyam Kannux 10.00
12 |MVR Sneke Park and Zoo Paressanikadavu Kannws 10.00

G. |Details of Related Party Transections

Name of the Entity

Nafure of Relation

obligation

Provision made for liability incurred by entering mto a contractual
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25.14 Bad And Doubtful Debts
a) The unpairment allowance calculated for expected credit Joss on loan portfolio and amount recoverable from
prized subscribers
b)  Duringthe year, the Company had made 2 provision of R6.16626.45 lakhs (PY: 17089 lakhs) towards impairoent
allowance on RR Debtors, Amount recoverable from Prized Subscribers, Gold Loan and Other Loans on the basis
of Expected Credit Loss. The Total provision created for this category amounsts to Rs 157388.45 lakhs as at
31.03.2022. bad & doubtful debts on RR Debtors and cutstanding NPA (Non RR). Provision has been created on
the besia of Bxpected Credit Loss. The total provigion created fot this category amounts to Rs.1,57388.45 lakhs
es at 31.08.2022.
¢) The Company has made s provision of Rs.300 lakhs up to 31.032022 for "Advance to XSFE Staff Cooperative
d) The Cowpany, 2s a matter of prudence, hes wade a2 provision @ 100% for frauds not recovered Deyond gix
months and provigion @50% for frauds not recovered up to six months amounting to R8.1159.74 lakhs (PY:
Rs.916.53 lakhs against fraud/ misappropriation during the year, the cumulative provision of which comes to Rs.
3932.61 lakhs as on 31.03.2022 .
e) The Company has identified bad debts, which are ¢lassified in to the following categories and writlen off durng,
the year:
(Rs. In lakhs)
Particulars Year ended 31% March, Year ended 31% March, 2021
2022
For Recovery from Prized Subscribers 178.76 107.72
For Interest waiver write off on Gold Loan 0.00 0.00
For Revenue Recovery Debtors 0.00 0.00
For Chitt Activities 2533 25.00
Total 204.09 13272
25,15 Inter Branch Accounts
a) Inter Branch Acoountsis shown under Other Non-Financials Assets in Note 12 .
(Ra in lakha)
Particulars As at31.03.2022 As at31.03.2021
Inter Branch Current Account Asset / 14,567.62 14,811.35
Total 14,567.62 14,811,385
b) The net difference of current accounts represents difference between the Head Office and Branches and between
Regional Offices and Branches. Efforts are being continued to reconcile the same.
29.16 Angction Veethapalisa In Terminated Chitties
Auction Veethapalisa in Terminated Chitties under Kerala Chitties Act, 1975 is shown 25 liability. From E.Y.2014-
15 onwards, the Board, vide Resolution No.6738 dt 11-11-2014, in accordance with the provisions of the Chit Fund
Act- 1982 (CFA), had decided to trest forfeited Veethapalisa of Chitties under CFA 1982 ag Income of Company
at time of termination of chitty after adjusting defaulted amounl. Accordingly, during the year, the Company has
accounted an amount of Rs. 2,998.86 lakhs as income under this head as against Rs. 2,119.52 lakhs in the
previous year.
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29.17 Revised Bhadratha Sodial Society Scheme

The Company had been acting a3 agent of Government of Kerala in respect of Revised Bhadratha Social Security
Scheme on commission basis. The scheme has been since discontinued, the account shows a net balance of
Rs.1727.35 akhs (PY: Rs.221.97 lakhs). The District Treasury had resumed an amount Rg 1572,08 lakhs .

(Rs in lajkhs)
Paxticulars As at 31.03.2022 As at 31.03.2021

Deposits Received & Outstending 116.61 116.94
Interest Accrued on Deposit 367.84 383.82
Interest Credited by Treasury on the Amount 3,130.45 3,106.65
Deposited
Treasury Resumption(Temp. Head) 1572.08 0.00
Sub Total (A) 5,186.97 3,607.40
Less: Amount Receiveble from Govt. on 1,336.42 1,336.42
(2) Commission Paid 1203 12.08
(b) Interest Accrued on Deposit Receivable 496.13 480.05
from Govt
(&) Balance with Treasury 1,615.04 1,556.93
Sub Total (B) 3,453.62 3,385.43
Net (A -B) 1,727 35 221.97

29.18 Company based on the expert opinion obtained from independant practicding Company Secretary has stopped the
pratice of transffering the unclaimed matured deposits to JEPF account pursuant to section 125 of the Companies
Act,2013. Repayment of deposits accepted by the Company are fully guaranteed by the State Government and
does not fall under the purview of deposits as per Rule 2(1)c)(i) of the Companies (Acceptance of Deposits)
Rules 2014. Government Guarantee availad by the company are timely renewed with Governinent and Guarantee
Commission is also promptly remmitted by the Company.

29.19 Maximum balance outstanding at any time during the year with non-scheduled banks (Treasuries and District Co-
Operative Banks) is not exhibited in Note 5 and 6. In view of large number of accounts maintained at different
branches, it is not possible to compile the figures, within the exdsting system framework.

29.20 Finance Charges Payable Chitty/Kuri shown in Note 15 amounting to Rs. 25,75,829.64 lakhs (P.Y. Rs. 21,46,232.63
lakhs) includes Prize Money Payable amounting to 1,86877.06 lakhs (P.Y. Rs. 1,53,466.09 lakhs). This indudes
amount payable in respect of tickets substituted by the Company. The gaid amountis net of the prize money paid
in advance.

29.21
The details of immovable properties held by the Company:

Location of land District Land areas Lang statos
KSFE Building, Chinnakkada, Free hold
Kollam

Kollam |15 cents
KSFE Bhavarn,Mavelipuram, Free hold
Kakkanad, Emakulam

Ernakular 10 cents
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KSFE Head Office, Museum road, Free hold
Thrissux

Thrissur |74.96 cents
Kodakara , Vazhiyambalam, Free hold
Kodakara

Thrissur |19.907 cents
Muhamma, Thaneermukkam Free hold
Thekku village Alappuzl{183.64 cents
KSFE silver jubllee building, Statue, Free hold
Chirakulam road, Trivandrum

Thiruvani16.626 cents

Free hold

Kaftappana property, Near STI
Kattappana South Idukki  [8.50 cents

Title deeds of following immovable properties not held in name of the Company:

Location of land District Land areas Land status

KSFE Building, Chinnakkada, Government of Kerala had alloted 15

Kollam cents of Iand to construct Kollam
branch building as per leiter from
District Collector, Kollem vide Letter
No.L3-23875/72-3 dated 04-10-1976.

Assigniment has not been obtained so
Gr. The cost of land has not been paid

to the Government, as it has not been
Kollam |15 cents od 80 far

At all branches, balances of deblors and creditors are confirmed on random basis.

The Company is accepting deposits from public, repayment of which is gurameed by Government of Kerala. The
Government had guaranteed deposit to the extent of Rs.300,000 lakhs vide GO (MS) No.182/2012/TD dated 24™
September 2012 for 2 period of 10 years from 17" August 2012. Guarantee coverage fimit of Ra. 700,000 fakhs ag
sanctioned vide GO(MS) No. 24/2017/Taxes dated 18.042018 had been further enhanced to Rs.900,000 lakhs vide
Government Order No: G.O. (MS) No.49/2018/Taxes dated 29.06.2018 it has further enhanced Rs. 1,200,000 lakhs
vide Govermment Order No: G.O. (MS) No.16/2019/Taxes dated 19.03.2019 it has further enhanced Rs. 1,500,000
lakhs vide Government Order No: G.O. (Rt) No.42/2021/Taxes dated 18.01.2021 It has further enhanced to Rs
1,700,000 lakh vide Government Order No. G.O.(R() No.598/2022/Taxes daled 03.08.2022

Government, vide Government Otder No. G.O. (MS) No.54/2016/Taxes dated 16.04.2016 had direcied o pay
100% dividend on the equity shares from 2015-16 onwards and exempted Company from paying Service charges
from 2015-16 onwards. The Company had declared dividend @ 35% for FY 2016-17 & 2017-18. Company had
taken up the matter with Government for reduction in rale of dividend. Dividnd @35% (or FY2018-19 was
declared and paid during April 2021. The Company had declared dividend #35% for FY 2019-20 and paid during
March 2022.




o

(SFE

2925 The Company has a system to identify the customers at the time of opening accounts in respect of loans and

29.26

2927

2928

2925

29.30

29.31

deposits. Steps are also being initiated to identify the customers in line with the guidelines issued by the RBI
under provisions of Prevention of Money Laundering Act 2002/Know Your Customer (KYC) norms. However in
few instance the same has not been complied by few branches, Company has taken strict measures to ensure the
compliance of the above mentioned guidlines issued by the RBI.

During the year, o3 per provisions of Chit Fund Act- 1982, Company had transferred 10% of Book profit to Chitty
Reserve Account.

The Company wes acting as an agent of Governexnt of Kerala for its Old Bhadratha & Revised Bhadratha scheme
(both of which had been since discountinued). Funds moblized by the Company wnder this scheme were parked
with District Treasury, Thrissur TPA424 (Old Bhadratha) & TPA875 (Revised Bhadratha Scheme) respectively.
The District Treasury Thrissur, on the basis of G.O () No. 51/2018/fn dated 28.03.2018 had resumed 2 sum of
Ra. 2,04,18,998/- & Rs. 11,42,63,277/- from the said TPAs vide letter no. SB/3043/18 & letter no. SB/3043(2)/18
respectively. The District Treasury had also resumed Rs 17,99,67553 on the basis of G.O.(P)No. 57/2021 Rin dated
27.03.2021. The Company is yet to get back the funds so resumed.

The Company in compliance with the provisions of Chitty Act 1982, registers chitties only after realisations of
first instalment however in few instances cheques have been realized after registration of the Chitty, further
there are also few instances of cheque dishonour after registration. Company has teken strict messures to ensure
the compliance of the above Chitty Act provision.

The Company follows the procedure of depositing an amount equal to contribution by defaulting subscribers leas
such deductions as may be provided in the agreement in 2 approved bank mentoned in chit agreement, in
accordance with Section 30 of Chitty Act,1982, However in few instance the same has not been complied by few
branches, Company has taken strict measures to ensure the compliance of the above mentioned provison of
Chitty Act provision.

Figures of the previous year have been regrouped and recast wherever necessary to suit the current year’s layout
in accordance with the Ind AS requirements.

Additional Disclosures as par amended schedule (1l to the Companias Act 2013

Al] charges or satisfaction are registered with ROC within the statutory period (or the finandal years ended
March 31, 2022, and March 31, 2021. No charges or satisfactions are yet to be registered with ROC beyond the
statutory period.

Charge Creation:

Rsin Lakhs
Date Name of Bank Amount
14.06.2021 South Ingdian Bank 50000
24.06.2021 Bank of Maharastra 150000
25.06.2021 Bank of Baroda 50000
15.11.2021 Stats bank of Indla 50000
Charge satisfaction: Rsin Lakhs
Date Name of Bank Amoount
28.06.2021 Unlon Bank of Indla 45000
21.03.2022 Corporation Bank 35000
21.03.2022 Corporation Bank 15000
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29.32

29.33

29.34

29.35

29.36

29.37

29.38

29.39

29.40

29.41

2942

Relationship with Struck off Companies :

Company has not entered into any transactions with companies whose names have been struck off under
section 248 of Companies Act, 2013 or section 560 of Companies Act, 1956 in the financial years ended
March 31, 2022, and Maxch 31, 2021.

Undisclosed income : The Company does not have any transactions which is not recorded in the books of
account.

Details of Crypto Currency or Virtual Cutrency: The Company has not traded or invested in Crypto
cwrrency or Virtual currency during the finandal years ended March 31, 2022, and March 31, 2021.

Details of Benami Property held: No proceedings have been initiated or pending against the Company
for holding any benami property under the Benami Transactions (Prohibition) Act, 1988 (45 of 1988) and
rules made thereunder in the finandial years ended March 31, 2022, and March 31, 2021

Compliance with number of layers of companies: The Company has complied with the number of layers
prescribed under clause (87) of section 2 of the Act read with Companies (Restriction on number of
Layers) Rules, 2017 for the financial years ended March 31, 2022, and March 31, 2021.

Discrepancy in utilisation of Borrowings: The Company has utilised loans obtained from banks and
financial institutions for the purpose for which they were sanctioned.

Wilful defaulter: The Company has not been declared as a wilful defaulter by any bank or financial
institution or other lender in the finandal years ended March 31, 2022, and March 31, 2021

No Scheme of arrangement has been approved by the Competent Authority in terms of sections 230 to 237
of the Companies Act, 2013 to the company for the year.

The Company has not availed borrowings from banks or financially institutions on the basis of security of
current assets.

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 the understending, whether recorded in writing or otherwise, that
the Intermediary shall lend or invest in party identified by or on behalf of the Company (Ultimate
Beneficiaries). The Company has also not received any fund from any parties (Funding Party) with the
understanding that the Company shall whether, directly or indirectly lend or investin other persons ot
entities identified by or on behalf of the Funding Party (“Ultimate Beneficiaries”) or provide any
guarantee, security or the like on behalf of the Ultimate Beneficiaries.

There are no additional regulatory information to be reported as required under MCA notification No. GS.R
207(E) dated 24.03.2021 at this stage other than the details already furnished.
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Axalytica) Ration
% Changs
SLNO | Analytica) Rallog Ut N £ D krsarh .40 2022 1802610 Dildoraos
Dubr - Bquily Raulo (Towl Ocdy/| No. of
1| Shareholdar's Equity) s A9ETT14 100041 19.86 Qs 677 1572
Dobt Sorvice Caverege  Rablo|
(Earnings  before T Tox,| No. of
2| Depreciation & Amorrxackon) ey 183,969.63 219443 070 0.7 .07 2.2
Retum on Bquity Rato (Ner Profic
A Tax/ Averege Shareholder's |
3| Bquity) % 104909 99216.36 10.53 7.8 0457 6.27
Net Prodi Rago (Net Prabe et
4|tux / Net Sales)* % 10549} 355 259 229 0.5 25.76
Retwon on  Capin)  Ecoployed
(Exrnings Buiore Trtwres! &eTaxes /
5| Capitel Employed) % 173,970 5087,738 p JA) 005 132
Rewim an Invesimend (Eamings
Before Interest and Taxet/Average
8| Shareholders Equity) % 173,970 99271636 177| 152 50185 1642
Current Ratio (Current Asazts / Refer Nole
7|Current Lisbilities) NA NA NA NA NA NA No D4
Inventory tumover rado (Cost of | No of Refer Note
8| Goods Saki/ Average Invenlary) | Timos NA NA NA NA INA No 29.43
Tradc Rocelvables rumover rstlo
(Nt Sates/Average Trade Noof Refer Nore
3| Receivable) Times NA NA NA NA NA No 2943
Trade Payables RatlofNei
Parcheses/ Average Trade No of Refer Note
10| Payables) Timnes NA NA NA NA INA No 2.4
Net Capital Tumnover Ratio (Net Refer Note
11| Sales/ Aversge Workdng Capital) (% NA NA NA NA NA No 943

29.43  'The Company is 8 Miscellaneous Non-Banldng Finandeal Company (MNBC), these ratios are nol applicble since the same will not give cormrect
resulis.
NJ/F ralic: Profit after tax for FY 2021-22 shows an incressc of Ry 3408.44 laldhy in shsolute terms and 47.53% in percendape lermms.  During FY
2021-22, tota) income maeased Re 52053 Jakhs i.e. 16.50 % whereas expense has gone up by Rs 34603 lakhs e 11.327%

Debl Equity Ratio: During FY 2021-22 the borrowings of the Company increascd by Ra141134 82 lakhs @ absolute derms and 68.85% in

percentage terms.
As per curepont even date stiached. Poc and on balal of 8oard of Dizeciars
K. Varadarajsn
For K Varghoss & Company DIN: GX1 57496
Charkerad Ancounsands Chairmmn
Fimm Regismarion Noc 0045255
Dr. Sanb) § X
DIN: 09611777
Mansging Directne
8d/- Preetha B8
Sam Varghese DIN: 07553744
Parener Direger
Memberstup No.: 215979 CA Saruh Chendrin §
UDIN232169796036° X992 Cerral Masagre (Pimanc)
Place : Emekulam CS Emil Alew
Dute : 10.04.2023 Company Secretary
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