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Kerala State Handloom Development
Corporation Limited, Kannur.

NOTICE FOR FIFTY FIRST ANNUAL GENERAL MEETING

Notice is hereby given that the 515t Annual General Meeting of the shareholders of Kerala State

Handloom Development Corporation Limited will be held on Tuesday the 315 December 2019 at 3:30 P.M
at Jawaharlal Nehru Public Library & Research Centre, Yogasala Road, Kannur - 670 001 to transact

the following business.

ORDINARY BUSINESS
1 To receive, consider and adopt the financial statement of the Corporation for the year ended 31st

March 2019, including the audited Balance Sheet as on 31st March 2019, the Statement of Profit
& Loss Account for the year ended on that date and the reports of the Board of Directors’ and the
Auditors’ thereon.

To consider and fix remuneration of ¥ 57,500/- to M/s Pavithran & Murali, Chartered Accountants,
Thalasseri, who has been appointed as Statutory Auditors of the Corporation by the Comptroller
and Auditor General of India, New Delhi for the financial year 2019-20.

To elect a Director in the place of Sri. V.G.Raveendran who retires by rotation and being eligible
offers himself for re-election pursuant to Article 51 (V) of the Articles of Association of the Corporation.

SPECIAL BUSINESS
1. To consider and if thought fit to pass with or without modification the following resolution as an

ordinary resolution.

“Resolved that pursuant to section 61 and other applicable provisions of the Companies Act 2013,
the authorized share capital of the Corporation be and is hereby increased from 40 crores to

< 50 crores.”

. To consider and if thought fit to pass with or without modification the following resolution as an
ordinary resolution.

RESOLVED THAT pursuant to the provisions of Sections 13, 61 and 64 and other applicable
provisions, if any, of the Companies Act, 2013, (including any statutory modification(s) or re-
enactment(s) thereof for the time being in force) and the rules framed thereunder, the Memorandum
of Associations of the Company is be and is hereby altered by substituting the existing Clause V
thereof with the following new Clause V as under:

“V. The share capital of the Company is ¥ 50 crores (Rupees Fifty crores) divided into 500 lakhs
(Five Hundred lakh) equity shares of ¥10/- (ten) each with power to increase or reduce the
capital of the Company and to divide the shares in capital for the time being into several classes
and attach thereto respectively such preferential, qualified or special right privileges or conditions
as may be determined by or in accordance with the Articles of Association of the Company for the
time Dbeing in force and to vary, modify or abrogate such rights, privileges or conditions in such
manner as may be permitted by the Act or provided in the Articles of Association of the Company.”



‘FURTHER RESOLVED THAT any Director or the Company Secretary or the Chief Financial
Officer be and is hereby severally authorised to do all such things, acts deeds and matter as may
be considered necessary usual, proper and expedient to give effect to the above resolution.”

. To consider and if thought fit to pass with or without modification the following resolution as a
special resolution.

“Resolved that clause (6) of Article of Association of the Corporation be altered as follows:
The capital of the Company is ¥ 50 Crores divided into 500 lakh equity shares of ¥ 10/- each.”

‘FURTHER RESOLVED THAT any Director or the Company Secretary or the Chief Financial
Officer be and is hereby severally authorised to do all such things, acts deeds and matter as may
be considered necessary usual, proper and expedient to give effect to the above resolution.”

. To consider and if thought fit to pass with or without modification the following resolution as a
special resolution.

“Resolved that pursuant to provisions of the Companies Act 2013, the Board of Directors of the
Corporation be and is hereby authorized to increase the issued capital of the Company to ¥ 50
crores and to allot shares in such manner to the Governor of Kerala as they may consider
necessary”.

. To consider, and if thought fit, to pass, with or without modifications, the following resolution as a
Special Resolution:

“RESOLVED THAT in supersession of earlier resolutions, if any, passed in this regard and subject
to the provisions of Section 180 (1) (c) and other applicable provisions, if any, of the Companies
Act, 2013 and relevant rules made thereto including any statutory modifications or re enactments
thereof, the consent of the shareholders of the Company be and is hereby accorded to the Board
of Directors to borrow money, as and when required, from, including without limitation, any Bank
and/or other Financial Institution and/or Government and/or any body corporate/ entity/entities
and/or authority/authorities, as may be deemed appropriate by the Board for an aggregate amount
notexceeding a sum of ¥ 80 crores (Rupees Eighty crores only) for the Company, not withstanding
that money so borrowed together with the monies already borrowed by the Company, if any
(apart from temporary loans obtained from the Company’s bankers in the ordinary course of
business) may exceed the aggregate of the paid up share capital of the Company and its free
reserves.

RESOLVED FURTHER THAT in supersession of all the earlier resolutions passed in this regard,
if any, and subject to Section 180(1)(a) and other applicable provisions if any, of the Companies
Act, 2013 and relevant rules made thereto including any statutory modifications or re enactments
thereof, consent of the shareholders of the Company be and is hereby accorded, to the Board of
Directors of the Company to pledge, mortgage, hypothecate and/or charge all or any part of the
moveable or immovable properties of the Company and the whole or part of the undertaking of
the Company of every nature and kind whatsoever and/or creating a floating charge in all or any
movable or immovable properties of the Company and the whole of the undertaking of the Company
to or in favour of banks, financial institutions, investors and any other lenders to secure the amount
borrowed by the Company from time to time for the due payment of the principal and/or together
with interest, charges, costs, expenses and all other monies payable by the Company in respect
of such borrowings provided that the aggregate indebtedness secured by the assets of the
Company does not exceed a sum of ¥ 80 Crores (Rupees Eighty crores only) for the
Company taken together at any time.



RESOLVED FURTHER THAT the Board of Directors be and is hereby authorized to take such steps
as may be necessary for obtaining approvals, statutory, contractual or otherwise, in relation to the
above and to settle all matters arising out of and incidental thereto, and to sign and to execute deeds,
applications, documents and writings that may be required, on behalf of the Company and generally
to do all such acts, deeds, matters and things as may be necessary, proper, expedient or incidental
for giving effect to this resolution.”

By Order of the Board,

Place: Thiruvananthapuram

Date :20-11-2019 Pradish Nair

Company Secretary

Explanatory Statement pursuant to Section 102(1) of the Companies Act 2013 for the matters
pertaining to items 1, 2, 3, 4 & 5 under special business.

[tem No. 1

The Government vide G.O(Ms)N0.52/2019/ID Dated: 25-06-2019 have sanctioned an increase of
authorized share capital of the Corporation from ¥ 40 crores to ¥ 50 crores. The approval of the members
is required for increasing the authorized share capital from ¥ 40 cores to ¥ 50 crores and to facilitate the
issue of new equity shares. Accordingly, item no.1 is placed before the Annual General Meeting for
obtaining the approval of the members for increasing the authorized share capital from ¥ 40 crores to
< 50 crores.

None of the Directors and Key Managerial Persons is interested in the above resolution.

[tem No. 2 & 3

Consequent to increase in authorized share capital of the Corporation from ¥ 40 cores to ¥ 50
crores necessary amendments have to be made in the Memorandum & Articles of Association of the
Corporation to facilitate the change in the capital structure. Item 2 & 3 is therefore passed to facilitate the
change in the authorized share capital of the Corporation.

None of the Directors and Key Managerial Persons is interested in the above resolution.

Item No. 4

The Government of Kerala holds more than 99% of the share capital of the Corporation. The
Government provides assistance to the Corporation by way of share capital contribution at timely intervals.
Hence the Corporation has to allot shares to the Government at timely intervals as and when Government
orders are received regarding share capital contribution. In order to allot the balance shares to Government
towards share capital assistance the issued capital of the Corporation has to be increased. The members
may therefore authorize the Board of Directors to increase the issued capital to ¥ 40 crores and allot
balance share to Government to that extent.

None of the Directors and Key Managerial Persons is interested in the above resolution.
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Item No. 5

Keeping in view future financial requirements to support its business operations, the Company
may need additional funds. For this purpose, the Company may, from time to time, raise finance from
various Banks and/or Financial Institutions and/ or any other lending institutions and/or Bodies Corporate
and/or such other persons/ individuals as may be considered fit, which, together with the moneys already
borrowed by the Company (apart from temporary loans obtained from the Company’s bankers in ordinary
course of business) may exceed the aggregate of the paid up capital and free reserves of the Company.
Hence it is proposed to increase the maximum borrowing limits to ¥ 80 Crores for the Company.

Pursuant to Section 180(1)(c) of the Companies Act, 2013, the Board of Directors cannot borrow
more than the aggregate amount of the paid up capital of the Company and its free reserves at any one
time except with the consent of the members of the Company in a General Meeting. In order to facilitate
securing the borrowing made by the Company, it would be necessary to create charge on the assets or
whole or part of the undertaking of the Company.

Further, Section 180(1) (a) of the Companies Act, 2013 provides for the power to sell, lease or
otherwise dispose of the whole or substantially the whole of the undertaking of the Company subject to the
approval of members in the General Meeting. As creation of mortgage and/or charge by the Company of its
movable and/or immovable properties and/or the whole or any part may be regarded as disposal of asset
in event of default therefore approval of shareholder is required in compliance of the provision of the Act.

It is, therefore, necessary for the members to pass a Special Resolution under Section 180 (1)(c)
and Section 180(1)(a) and other applicable provisions of the Companies Act, 2013, as set out at Item
No.5 of the Notice as Special Resolution. The Board recommends the Special Resolution as set out at
Item No. 5 of the accompanying Notice, for members’ approval.

None of the Directors and Key Managerial Persons is interested in the above resolution.

By Order of the Board,

Place: Thiruvananthapuram Pradish Nair
Date: 20-11-2019 Company Secretary
Note:

1. AMEMBERENTITLED TOATTEND AND VOTE AT THE MEETING IS ENTITLED TOAPPOINT APROXY TO
ATTEND AND VOTE INSTEAD OF HIMSELF AND SUCH PROXY NEED NOT BE A MEMBER OF THE
COMPANY. THE PROXIES IN ORDER TO BE EFFECTIVE MUST BE RECEIVED BY THE COMPANY NOT
LESS THAN 48 HOURS BEFORE THE MEETING.

2. The 51% Annual General Meeting is now being held for consideration and adoption of the Audited
financial statement of the Corporation for the financial year 2018-19 along with the Report of the
Statutory Auditors, Report of the Directors, Reply to Statutory Auditors comments, Comments of the
Comptroller & Auditor General of India, as required under the provisions of Companies Act 2013.
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DIRECTORS’ REPORT FOR THE YEAR ENDED 31°" MARCH 2019

To the Members

Your Directors are pleased to present the Fifty First Annual Report on the business and operations
of the Company and the financial statements for the Financial Year ended 31 March 2019.

The economic environment continued to be hostile during the year under review. Concerns over
growth, inflation and capital investment resulted in under performance by core industrial sectors; this
had a direct bearing on the business of your Company. Stiff competition from power loom industry is
causing concern on the increase of turnover of the Company and indeed measures are taken to meet
the challenges and also the performance of the Company.

As you are well aware the main objective of the Corporation is the up liftment and promotion of
handloom industry in the State which has a long tradition of excellent craftsmanship. Realizing the
need for bringing about viable changes in the living conditions of the handloom weavers, Government
have introduced several promotional schemes for the up liftment of weavers.

THE YEAR IN RETROSPECT

During the year, sales turnover increased by 2.74 % from ¥1730.04 lakhs in 2017-18 t031777.58
lakhs in 2018-19. The loss for the year 2017-18 is placed at ¥ 989.62 lakhs as against¥743.3 lakhs
during 2018-19. Your Company has recorded a production of ¥1314.13 lakhs during 2018-19 as
against¥1083.25 lakhs during 2017-18.

Your Company has completed 51 years in the year 2019 and is striving hard to reach the breakeven
profit.

As on 31-03-2019 the Corporation has 49 showrooms running directly and 4 exclusive agency
showrooms. The Company also conducts exhibition during festival seasons and also participate in
Expos conducted at national level. During the year 2013, Govt. have introduced wearing of handloom
dress by Govt. servants on every Wednesday for promoting the handloom sector in the State of Kerala

The Company has provided loan of ¥129.50 lakhs to various Weavers’ Coop. Societies and
subsidiary Company Kerala Garments Ltd. under Section 186 of the Companies Act 2013.

The Company has no contracts or arrangement with related parties as referred in 188(1) of the
Companies Act 2013.

PERFORMANCE OF KSHDC (X in lakhs)
Particulars 2018-19 2017-18
Revenue from operations 1777.58 1730.04
Other Income 240.97 243.33
Total revenue 2018.55 1973.37
Expenses
Cost of materials consumed 423.92 300.36
Changes in inventories of
finished goods, work in progress -472.06 214.85
Employee benefits expenses 1009.21 1080.10
Finance costs 186.98 215.41
Depreciation & amortization
expenses 18.89 9.73
Manufacturing, Administration
& selling expenses 1594.92 1142.55
Prior period items (net) NIL NIL
Total expenses 2761.85 2962.98
Profit before Tax (PBT) -743.30 (989.62)
Profit after tax (PAT) -743.30 (989.62)
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SHARE CAPITAL

The Authorised Share Capital and Paid Up capital of the Company as on 31-03-2019 is
¥ 40,00,00,000/- and ¥ 39,56,00,000/- respectively.

In compliance with the Government Order (Ms) No0.52/2019/ID Dated:25-06-2019 the
Corporation is proposing to increase the Authorised Share Capital from the present level of ¥ 40
Crores to ¥ 50 Crores and the matter is placed in the upcoming Annual General Meeting for approval

of the share holders.
KERALA GARMENTS LTD

The subsidiary company of your Company - Kerala Garments Ltd. has stopped its operation
with effect from 9-1-2007. The audit of accounts of subsidiary company Kerala Garments Ltd was
not done from 2009-10 onwards and hence the Annual Report & Accounts of the subsidiary company
could not be included in the Annual Report of the Corporation for the year 2017-18 as stipulated under
section 129(3) of the Companies Act 2013.

In compliance of the Government Order No.1552/2017/ID dated: 13-10-2017, Board of Kerala
Garments Limited was reconstituted and accordingly the Board meeting was held on 21-06-2018
with the reconstituted Board.

HANVEEV PROCESSING HOUSE, CHIRAKKAL AND OTHER DYE HOUSES

The Company’s Processing Unit at Chirakkal, Kalliasseri, Chittur-Palghat and Nemom-
Thiruvananthapuram are performing well.

WELFARE MEASURES TO WEAVERS

Various weaver welfare measures like Health Package Scheme, House-cum-workshed
Scheme, Insurance Cover for the weavers, Contributory Thrift Fund etc. are being perused and itis
the endeavour of the Corporation to continue these measures in the coming years also. Similarly the
infrastructural support by means of implementing Project Package Scheme is continued so as to
ensure that not only the facilities but also the skill of the weaver is improved. During the year 2007
three centrally sponsored schemes funded by Government namely, Thanima, Krithika & Cluster
Development Project are being implemented by Hanveev and this will benefit more than 11,000 weavers
in the State of Kerala as a whole. The total cost of these 3 projects is 27.72 crores. The Corporation
is also implementing State Government scheme under which unemployed women are provided with
Looms and given training in weaving at Panchayath level with an aim for ensuring them continuous
employment and wages.

Govt. is also earmarking various amounts for increasing the productivity of looms and for the
welfare of the weavers as a whole.
DIRECTORS RESPONSIBILITY STATEMENT UNDER SECTION 134 OF THE COMPANIES ACT 2013
In accordance with the section 134 of the Companies Act 2013, the following particulars are
included herewith.
1. The extract of the Annual Return made up to 31-3-2019.
2. The Board of Directors of the Company have met 7 times during the year 2018-19.
3. The Directors affirm that —

a) Inthe preparation of the financial statements, the applicable accounting standards had been
followed along with proper explanation relating to material departures;

b) The Directors had selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent so as to give a true and fair view of
the state of affairs of the Company at the end of the financial year and of the financial statements
of the company for that period.
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c) The Directors had taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of this Act for safeguarding the assets of the Company
and for preventing and detecting fraud and other irregularities.

d) The Directors had prepared the financial statements on a going concern basis; and

e) The Directors had devised proper systems to ensure compliance with the provisions of all
applicable laws and that such systems were adequate and operating effectively.

DIRECTORS

Government vide order G.O (Rt) N0.129/2019/ID dated:08-02-2019 conveyed the appointment
of Sri.B.S.Biju Bhaskar, Joint Secretary, Industries Department as Director of the Corporation. Further
to this Government vide order dated: G.O(Rt) No.225/2019/ID dated 01-03-2019 conveyed the appointment
of Sri.K.T.Kayarajan (Assistant Director, Export Promotion & Quality Assurance (EP&QA) as the Managing
Director of the Corporation. However his directorship was taken on record consequent to his allotment
of DIN w.e.f 11-04-2019. The Government vide order G.O (Rt) N0.253/2019/ID dated:
11-03-2019 conveyed the appointment of Sri.V.K.Rajan, Additional Secretary, Finance Department as
Director of the Corporation. Further to this the Government vide order G.O (Rt) N0.424/2019/1D dated:
27-05-2019 conveyed the appointment of Sri.E.K.Sivadasan, Joint Secretary, Industries Department as
the Director of the Corporation. The Government vide order G.O (Rt) N0.874/2019/ID dated:06-09-2019
conveyed the appointment of Sri.Vinodan C.K, Joint Secretary, Industries Department as the Director of
the Corporation.

The Company has no Independent Director within the meaning under Section 149(6) of the

Companies Act 2013.
PARTICULARS OF EMPLOYEES

There were no employees who were in receipt of remuneration within the limits prescribed
under section 134(3)(Q) of the Companies Act 2013. Hence the particulars as required to be disclosed
under Companies (Particulars of Employees) Rules 1975 are ‘NIL'.
RESERVES

During the year, the Company has not transferred any amount to reserves.
DIVIDEND

Since there is no profit for 2018-19, no dividend is declared.

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

There was no foreign exchange earning during the year under report and expenditure in foreign
currency was nil during the year under report. Also there was no conservation of energy, technology
absorption during the year under report.

EVENTS OCCURING AFTER THE FINANCIAL STATEMENT DATE

No material changes and commitments affecting the financial position of the Company which
have occurred between the end of the financial year of the Company to which the financial statements
relate and date of the report.

HUMAN RESOURCE DETIALS (As on 1-4-2019)

Employee category No. of persons
employed

Officers 11
Clerical 181
Skilled 3
Semi-skilled 18
Unskilled 15

Total 228



Your Company follows participative style of management with frequent communication
meetings between the Management and Trade Unions/Officers Associations. Company had
harmonious industrial relations throughout the year and it will be the endeavour of your Company to
continue to maintain the good industrial climate.

CORPORATE GOVERNANCE

Corporate Governance for the Company means achieving high level of accountability, efficiency,
responsibility, fairness and transparency in all areas of operations. Our workforce is committed
towards the protection of the interest of the weavers, stakeholders including shareholders, creditors,
investors, customers, employees etc.

Company follows the best Corporate Governance practices found on the principle of
transparency. The present Board of Directors of the Company comprises 7 Directors including the
Chairman out of which 4 are official Directors.

COMPOSITION OF BOARD

The Composition and category of the Directors along with their attendance at Board Meetings
during the year ended 31 March 2019 are as given below:

Board Meetings attended

Name of Director 24-04-2018 23-05-2018 01-07-2018 25-09-2018 31-10-2018 14-11-2018 13-03-2019
1. Sri.K.P.Sahadevan Present | Present | Present | Present | Present | Present | Present
2. Sri.Sudhir.K Present | Present | Present | Present | Present | Present | Present
3. Sri.V.Rajappan Present | Present | Present | Present | Present | Present | ———-
4. Sri.K.Sunilkumar kgg\é%gé Present | Present kgg\éﬁ é)é kgg‘éﬁ é)é kgg\é% é’é _
5. Sri.V.G.Raveendran Present | Present /ligg\é%gé Present | Present | Present kﬁg‘éﬁgg
6. Sri.Mangode Radhakrishnan | Present | Present kgg‘éﬁ gg kgg\é%gé Present kgg‘éﬁ gé Present
7.Sri.B.S.Biju Bhaskar * _ kgg\éﬁg
8.Sri.V.K.Rajan* _ Present
9.Sri. K.T.Jayarajan* - Present

*Sri.B.S.Biju Bhaskar was appointed as Director with effect from 13-03-2019 in compliance with the Government Order
(Rt) N0.129/2019/ID Dated: 08-02-2019.

*Sri.K.T.Jayarajan (Assistant Director, Export Promotion & Quality Assurance (EP&QA) was appointed as the Managing
Director of the Corporation vide Government Order (Rt) N0.225/2019/ID dated 01-03-2019. However his directorship was
taken on record consequent to his allotment of DIN w.e.f 11-04-2019. He attended the meeting on 13-03-2019 as invitee.

*Sri.V.K.Rajan was appointed as Director with effect from 13-03-2019 in compliance with the  Government Order (Rt)
N0.253/2019/ID Dated:11-03-2019.

The compliance by the Company of all Statutory and Regulatory requirements has been prompt and up to date.
INTERNAL CONTROL SYSTEM

The Internal Audit is conducted by outside Chartered Accountants. The Internal Auditors checks
the adequacy and effectiveness of internal control system through regular audits, system reviews
and monitors compliance of various policies and procedures. Functioning of Internal Audit and adequacy
of internal control system is reviewed at Board level.

The Company has well placed proper and adequate systems of internal control covering all
financial and operating functions.

RIGHT TO INFORMATION ACT 2005

Kerala State Handloom Development Corporation is a front-runner in implementing the Right
to Information (RTI) Act 2005 and has embraced the Act in true letter and spirit. An Appellate Authority,
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a Public Information Officer and Asst.Public Information Officers are functioning as part of the Right
to Information Group.

To assist and facilitate the citizen in obtaining information, details have been placed on the
Company’s website, spelling out the procedure for securing access to information and filling first
appeal under the Act. Instructions have been issued to administrative units to ensure compliance to
the mandatory requirements of the Act. KSHDC'’s journey in adopting RTI as a tool of transparency

also helps in improving efficiency of system and processes.

RIGHT TO INFORMATION ACT, 2005
Details as on 31-03-2019

No. of application received - 36
No. of applicationsreplied - 36
No. of appeals received - 01
No. of appeals replied - 01

CORPORATE SOCIAL RESPONSIBILITY

As the Company has not earned profit during the year under review, Corporate Social
Responsibility is not adopted till now.

AUDIT COMMITTEE

Audit Committee of the Company presently comprises four Directors. Statutory Auditors are
invitees to all meetings of the Committee and the Company Secretary is the Secretary to the Audit
Committee complies with the requirements of Section 177 of the Companies Act 2013.

Audit Committee discharges the functions laid down in the Companies Act 2013 apart from
discharging those functions delegated by the Board of Directors from time to time. Audit Committee
has been closely overseeing and monitoring the adequacy and effectiveness of internal control systems
an%pkrlocpe\dg_res, and audit functions including follow up and compliance of audit reports and interaction
with the Auditors.

Audit Committee acts as an effective tier to the Board in the matter of audit and internal
control systems and offers useful suggestions in the conduct and management of the business of

the Company.
AUDITORS

The Comptroller and Auditor General of India have appointed M/s Pavithran and Murali Chartered
Accountants as Statutory Auditors for the financial year 2018-19.

INTERNAL COMPLAINT COMMITTEE

The Company has got an Internal Complaint Committee for looking into the complaint under
sexual harassment against women employees with the requirements of The Sexual Harassment of
Women at Workplace (Prevention, Prohibition & Redressal) Act 2013.

ACKNOWLEDGMENTS

Your Directors wish to convey their gratitude and appreciation to all of the Company’s
employees for their tremendous personal efforts as well as their collective dedication and contribution
to the Company’s performance. The Directors would also like to thank the employee unions,
shareholders, customers, dealers, suppliers, bankers, Government and all other business associates
for their continued support extended to the Company and the Management. Directors also thank the
Comptroller & Auditor General of India and all well-wishers for their encouragement and support.

Board gratefully acknowledges the valuable and timely advices, guidance and support received
from time to time from the Government of Kerala. The Directors also acknowledge the services of
Statutory Auditors and Internal Auditors. The Directors express their gratitude to various Institutions

and Agencies for their continued support.
For and on behalf of the Board

Sd/-
Place : Thiruvananthapuram K.P. Sahadevan
Dt : 20.11.2019 Chairman



ADDENDUM TO DIRECTORS’ REPORT 2018-19

Reply to the statutory Auditor's Comments on the Accounts of the Corporation for the year 2018-19

ANNEXURE -A

i)

i)

vii)

viii)

a), b) & ¢). The Fixed assets of the Company is situated in different locations in the state as the
Company is having Head Office, 2 Regional Offices, besides showrooms and other procurement
centres. The Company is in the practice of verifying the fixed assets once in a year during the
stock verification time as this is only practically possible considering the location/volume of the
assets. With respect to updating of movable tangible assets, the company will take earnest
efforts and with regard to reconciliation of Fixed Assets Register with revenue records, the
defect pointed out will be rectified immediately as far as possible.

a) The stock of the Corporation includes various items of Fabrics with innumerable rates and
the stock is spread out throughout the state in 55 showrooms and 2 Regional stores at
Trivandrum and kannur. Besides, there is stock maintained at Hanveev Processing House,
Chirakkal also. The stock verification is planned in such a way that it will not affect the normal
sales in the Corporation and that is done during February-March every year. Considering the
nature of stock maintained in the Corporation, it is not practically possible to increase the
frequency of physical verification. However, internal control systems are planned in such a
manner that there will not be any wide variation between the physical stock and the book stock.

a) & b). Kerala Garments Ltd is a subsidiary Company of Hanveev, and Hanveev has granted
loan/working capital funds to Kerala Garments Ltd during the past several years in order to
meet urgent requirement of Kerala Garments Ltd. Kerala Garments Ltd has not finalized its
accounts after 2008-09 since the Company has stopped its operation with effect from 9-1-2007
consequent to the introduction of VRS to all employees. Govt. have directed to take over the
assets and liabilities of Kerala Garments Ltd as the same has become defunct Company and
the Board of Directors of Hanveev in the meeting held on 25-2-2014 decided to amalgamate
with Subsidiary Company Kerala Garments Ltd subject to the approval of Govt. and for which
Kerala Garments Ltd has to take a decision in their Board Meeting being the transferor company
and write to Govt. for approval. The Corporation is hopeful that the entire amount receivable
from KGL including interest is recoverable while transferring the assets to Hanveev.

The Company will be prompt in future in remitting income tax, ESI and LIC as the delay has
occurred due to certain technical reasons.

The amount appearing in the Accounts as on 31-3-2019 is related to loan availed from State
Bank of India and other Nationalized Banks on behalf of Weavers under DRI schemes. Since
banks have not claimed even the principal amount of the said loan as on date, the Corporation
has not made any provision for interest accrued on such loan in its accounts. Even if the Banks
claims interest on the Corporation, it will not affect the financial position of the Corporation as
the interest so charged will become the liability of the concerned weavers from whom the loan
was granted.

ANNEXURE - B

4.

It is not practically possible to get confirmation of stock held by all third parties for job work as
it is voluminous. However the Corporation has control over the stock held by the third parties.

Proper records relating to utilization of grants/loans sanctioned under various Project package
Schemes are available in different production centres through which the payments under the
schemes had been released to the beneficiary weavers and it is utilized for the purpose for which it
is granted.

Sundry debtors balance as shown in the accounts related mostly of the credit sales to its large
number of individual customers during festival seasons. Due to voluminous nature, collection



10.

11.
12.
13.
14.

of confirmation letter from customers on account of credit sales is very difficult. Majority of the
Sundry Debtors balance represents Rebate receivable from Governments. With regard to Sundry
creditors, we have collected balance confirmation certificate from Major parties.

The Sundry Debtors balance and the Demad collection Balance statement is being reconciled
as pointed out by the Statutory Auditors.

Long pending Advance Accounts with regard to employees mostly pertains to dismissed
employees and their terminal benefits, if any is to be adjusted and for balance amounts recovery
proceedings initiated.

In order to close the long pending Treasury accounts, we have already given request to
Government to give directions to the District/Sub Treasuries for closing the concerned Treasury
accounts and refund the balance amount if any, to the Corporation.

In the absence of confirmation/claims from suppliers covered under interest on delayed
payments to Micro, Small and Medium Enterprises Act 2006, it has not been possible to disclose
the principal and the interest outstanding to any such small scale industrial undertakings.

Provision is made for leave encashment based on the Balance Sheet date.
Noted the direction of Auditors and it will take care with the approval of Board.
Already replied in Annexure A Point No. viii.

In the case of Thrift fund collected from Weavers, separate thrift pass book is maintained for
individual weavers. As such there is no dispute regarding the balance in each individual account,
no reconciliation is made. Besides the Internal Auditors in their report informed that no material
irregularities were noticed while verifying the thrift fund account.

15.&16. Noted for future guidance as the full details of Govt. loans are available in the Corporation.

18.

19.
21.

23.

The Company received T 0.80 crores as Government share participation during the year 2018-19.
Since the Authorized Share Capital is 40 crores and the Paid Up Capital is 39.56 crores, the
company could not allotted the share to Government of Kerala. Meantime the Company was
passed a Resolution No. 7863 in the Board Meeting held on 16-05-2017 and requested to
Government to increase the Authorized Capital from 40 crores to 60 crores. Government Vide
its Order No.PLGEA-BPE1/88/2017-PLGEA dated 16-01-2019 has given approval to increase
the Authorized Capital from 40 crores to 50 crores. The same will be placed in the next Annual
General Meeting and after getting approval, the Company will allot shares to Government by
complying the provisions of Companies Act 2013.

Already replied in No0.39 to Notes on Accounts for the financial year 2018-19.

The audit of accounts of KGL is completed up to 2008-09. In order to complete the audit of
Accounts of KGL the company has re-constituted its Board of Directors and a meeting of Board
of directors was convened on 21st June 2018 and necessary actions will be taken up with the
permission of the Board/Govt to complete the audit of Kerala Garments Ltd and thereafter to
strike off/Merge as the case may be. Further it is informed that C & AG Vide with its Order No./
CA./VICOY.KERALA, KEGRAM(1)/1955 dated 30-04-2019 has appointed auditors to audit the
accounts of Kerala Garments Ltd up to 31-03-2019 and the same is in progress. But, KGL has
not completed the audit up to date, and hence the Consolidated Financial Statement cannot be
incorporated in the Financial Statements of Hanveev.

Already replied Annexure A point No.iii a) & b).

For Kerala State Handloom Development
Corporation Ltd., Kannur

Place : Thiruvananthapuram Sd/-
Date : 20.11.2019 Chairman
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€9)0&1CNAOM (nIdOM OlesdAS ® in lakhs)
Particulars 2018-19 2017-18
Revenue from operations 1777.58 1730.04
Other Income 240.97 243.33
Total revenue 2018.55 1973.37
Expenses
Cost of materials consumed 423.92 300.36
Changes in inventories of
finished goods, work in progress -472.06 214.85
Employee benefits expenses 1009.21 1080.10
Finance costs 186.98 215.41
Depreciation & amortization
expenses 18.89 9.73
Manufacturing, Administration
& selling expenses 1594.92 1142.55
Prior period items (net) NIL NIL
Total expenses 2761.85 2962.98
Profit before Tax (PBT) -743.30 (989.62)
Profit after tax (PAT) -743.30 (989.62)
B)aNEI2RIWMo

2019 2@ 31- M’ €160 2O @RM1SYM 23RIWMo 40 E&IS] EFIWIEM. ESIBICN HOM GRS 3)3IdOM
23e10mo 2018 - 19 AI@-Ho 39,56,00,000 BFal@I6M.

25-06-2019 6l Zl. & (afio. a)MV) Mo. 52/2019/6)af. W HOMEAL (alIR0 EIBIENHNM @RS 2381WMo
mlelnilenss 40 6829 A3l mlam 50 6628l eIV MdRUen3MIM 9eREISNIMIMT. ERVM BIaNEl HS2H
8105 @Ro"1G:)eMUIM3eMMl EIMIASN3M MIGLS: MaldMICWINOMIE Mmadslonimmialem.
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Board Meetings attended

Name of Director 24-04-2018 23-05-2018 01-07-2018 25-09-2018 31-10-2018 14-11-2018 13-03-2019
1. Sri.K.P.Sahadevan Present | Present | Present | Present | Present | Present | Present
2. Sri.Sudhir.K Present | Present | Present | Present | Present | Present | Present
3. Sri.V.Rajappan Present | Present | Present | Present | Present | Present | ——— -
. . Leave of Leave of | Leave of | Leave of
4. Sri.K.Sunilkumar Absence | Present | Present | apconce | Absence | Absence | —
) Leave of Leave of
5. Sri.V.G.Raveendran Present | Present Absence Present | Present | Present Absence
: . Leave of | Leave of Leave of
6. Sri.Mangode Radhakrishnan | Present | Present Absence | Absence | Present | apsence | Present
7.5ri.B.S.Biju Bhaskar * _ kgg\éﬁg
8.Sri.V.K.Rajan* —_— Present
9.Sri. K. T.Jayarajan* - Present
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KERALA STATE HANDLOOM DEVELOPMENT CORPORATION LTD.,KANNUR
BALANCE SHEET AS AT 31ST MARCH 2019

Particulars Note As at 31 March 2019 As at 31 March 2018
No. g g g 4
[. EQUITY AND LIABILITIES
(1) Shareholders’ Funds
(@) Share Capital 1 395600000 395600000
(b) Reserves and Surplus 2 -1016877619 -942548003
(c) Money received against share
warrants NIL| -621277619 NIL | -546948003
(2) Share application money pending
allotment 3 185300000 185300000 177300000 | 177300000
(3) Non-current liabilities
(@) Long-term borrowings 4 172947341 172947341
(b) Deferred Tax Liabilities (Net) NIL NIL
(c) Other Long Term Liabilities 5 22122569 24206034
(d) Long-term provisions NIL| 195069910 NIL | 197153375
(4) Current Liabilities
(@) Short-term borrowings NIL NIL
(b) Trade payables 6 12845872 12470682
(c) Other current liabilities 7 848735389 798883092
(d) Short-term provisions NIL| 861581261 NIL | 811353774
TOTAL 620673552 638859146
ll. ASSETS
(1) Non-current Assets
(a) Fixed Assets
(i) Tangible Assets 8 10433818 11485965
(ii) Intangible Assets NIL NIL
(iii) Capital work-in-progress 0 0
(iv) Intangible assets under development NIL NIL
10433818 11485965
(b) Non-current investments 9 4856400 4856400
(c) Deferred Tax Assets (Net) NIL NIL
(d) Long-term Loans and Advances 10 22661420 22235408
e) Other non-current assets NIL 37951638 NIL 38577773
(2) Current Assets
(@) Current Investments NIL NIL
(b) Inventories 11 331440697 284101899
(c) Trade Receivables 12 120973897 116035946
(d) Cash and Cash equivalents 13 47254814 121839523
(e) Short-term loans and advances 14 14700645 14700645
(f) Other current assets 15 68351861 | 582721914 63603360 [ 600281373
TOTAL 620673552 638859146
NOTES FORMING PARTS OF ACCOUNTS 11064
This is the Balance Sheet referred For and on behalf of Board
toin our report of even date Sl sy
PO PALTEAN S UL TSRRR TR,

Firm Regn. N0.002622 S

Sd-
C AVISHNU T.M. (partner)

Place: Trivandrum mNo: 235614
UDIN:19235614AAAACM9782

Date : 31.10.2019

Sd/-

SUNIL MATHEW.K

CHIEF FINANCIAL OFFICER  COMPANY SECRETARY

DIN NO: 00998318 DIN NO ; 08419243

Sd/-
VINODAN.C.K

Sd/-
PRADISH NAIR DIRECTOR
DIN NO:08587948




KERALA STATE HANDLOOM DEVELOPMENT CORPORATION LTD..KANNUR
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31ST MARCH 2019

As at As at
Particulars NOTENo. | 31st March 2019 | 31st March 2018
4 4

I.  Revenue from Operations(Gross) 16 179983407 176154348

Less : Excise Duty Nil Nil

Total 179983407 176154348

[l Other Income 17 21872061 21182231

lll.  Total Revenue (I +11) 201855468 197336579
IV. Expenditure

Cost of materials consumed 18 42391843 30035766

Purchases of Stock-in-trade 19 87276486 73383945

Changes in inventories of finished goods

Work-in-progress and Stock-in-Trade 20 -47206316 214384809

Employees benefit expense 21 100920829 108009709

Finance Costs 22 18697938 21540504

Depreciation and amortization expense 8 1888548 972689

Other expenses 23 72215756 40870777

Total expenses 276185084 296298199

V. Profit / Loss (-)Before Tax -14329616 -98961620
VI. Tax expense:

(1) Current Tax 0 0

(2) Deferred Tax 0 0

VII. Profit / Loss (-)for the year -14329616 -98961620

VIII. Earnings per equity share: 24 -1.88 -2.50

NOTES FORMING PARTS OF ACCOUNTS 1to 64
-ll—l’rl"glljsl’ trgggm)efrgsgtnoé;?ﬁt &Lossreferred to S(;:/or and on behalf of Board
L AT LA PSSR K
Firm Regn. N0.002622 S DIN NO: 00998318 DIN NO : 08419243

S sl Sd-
C AVISHNU T.M. (part sd- VINODAN.C K
Place: Trivandrum IorNY . farer) SUNIL MATHEW.K PRADISH NAR

DIRECTOR
Date : 31.10.2019  UDIN:19235614AAAACM9782  CHIEF FINANCIAL OFFICER COMPANY SECRETARY DIN NO:08587948
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KERALA STATE HANDLOOM DEVELOPMENT CORPORATION LTD., KANNUR

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 ST MARCH 2019

(A) CASH FLOW FROM OPERATING ACTIVITIES

Net Profit Before taxation(Loss)

Adjustments for Non Cash and Non Operating Items

Non Cash Items:

Deferred income utilised during the year
Provision for interest on Govt.loan

Depreciation
Profit on sale of Fixed Assets

Provision for bad and doubtful debts
Cash Loss (a)

Non Operating items:

Operating Profit before Working Capital Changes (¢ )=(a)+(b)

Adjustments for Working Capital changes

Increase / Decrease in Stock

Increase / Decrease in stock of stationery
Increase / Decrease in Trade Receivable
Increase /Decrease in Receivable from Weavers
Increase /Decrease in Other Current Assets
Increase/ Decrease in Trade Payable
Increase/Decrease in Other Current Liability

Increase/Decrease in short term loans and advances

Increase / Decrease in Grant

Net Increase / Decrease in working capital (d)
Cash generated from Operation (e) = (c )+(d)
Less: Direct Tax Paid

Net cash flow before Extra Ordinary ltems
Cash generated from Operations (A)

(B) CASH FLOW FROM INVESTING ACTIVITIES

Purhase of Fixed Assets

Sale/Transfer of Fixed Asset
Increase/Decrease in Deposits

Net cash flow from Investing Activities (B)

2018-19 2017-18
g 4
(74,329,616) (98,961,620)
18,574,386 18,574,220
1,888,548 972,689
5,585,604 694,427
(48,280,988) (78,720,284)
(48,280,988) (78,720,284)
(47,347,957) 22,655,916
9,159 56,946
(10,523,645) 8,392,855
(347,658) (695,480)
(4,400,842) (405,005)
375,190 (23,563,239)
597,487 407,869
. 1,717,482
30,680,424 11,500,269
(30,957,842) 20,067,613
(79,238,830) (58,652,671)
NIL NIL
(79,238,830) (58,652,671)
(79,238,830) (58,652,671)
(836,402) (3,469,107)
(2,083,465) (291,707)
(2,919,867) (3,760,814)




Increase in Issued Capital

Increase/Decrease in subscribed share capital
Increase in Unsecured loan

Increase In Long term Loans & Advances
Increase /Decrease in Loan to Weavers

Net Cash flow from Financing Activities (C)

(C) CASH FLOW FROM FINANCING ACTIVITIES

Cash and Cash Equivalent in the beginning of the period

Cash and Cash Equivalent at the End of the period

8,000,000
(426,012)
7,573,988

(74,584,709)
121,839,523

47,254,814

153,300,000
5,500,000
(906,656)

157,893,344

95,479,859
26,359,664

121,839,523

Notes to the Cash Flow Statement

Cash and Cash Equivalents consists of cash in hand and balance with bank and investment in money market Instrument.
Cash and Cash Equivalent Included in the cash flow statement comprise the following balance sheet amounts.

Cash in hand including stamps

Cashintransit

Balance with Nationalised Banks in current A/c
Savings Bank A/c with Government Treasury
Savings Bank A/c with Co-operative Banks
Other Bank Balances

For and on behalf of Board

Place: Trivandrum
Date : 31.10.2019

K.P.SAHADEVAN

DIN NO: 00998318

PRADISH NAIR
COMPANY SECRETARY

SUNIL MATHEW.K
CHIEF FINANCIAL OFFICER

Sd/-
K.T.JAYARAJAN
MANAGING DIRECTOR
DIN NO : 08419243

Current year Previous Year
248,291 283,415
20,307 15,321
33,741,048 114,198,503
12,619,947 6,028,691
160,669 876,353
464,552 437,240
47,254,814 121,839,523
Sd/-
VINODAN.C.K
DIRECTOR

DIN NO:08587948

As per our reports attached

For M/s. PAVITHRAN & MURALI
CHARTERED ACCOUNTANTS
Firm Regn. N0.002622 S

Sd/-

C A VISHNU T.M. (partner)
Mem No: 235614
UDIN:19235614AAAACMI782




KERALA STATE HANDLOOM DEVELOPMENT CORPORATION LTD.,KANNUR
NOTES ON FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH 2019

The Previous year figures have been regrouped/reclassified , wherever necessary to conform to the current year presentation.

Particulars

No.of Shares

As at 31-03-19 As at 31-03-18
X 4
1. | _SHARE CAPITAL:
AUTHORISED CAPITAL
40000000 Equity shares of Rs. 10/- each 400000000 400000000
(Previous year 40000000 Equity shares of Rs. 10/- each)
ISSUED CAPITAL
39560000 Equity shares of Rs. 10/- each 395600000 395600000
(Previous year 39560000 Equity shares of Rs. 10/- each)
SUBSCRIBED AND PAID UP CAPITAL
39560000 Equity shares of Rs. 10 /- each 395600000 395600000
(Previous year 39560000 Equity shares of Rs. 10/- each)
395600000 395600000
1.1. | The detailes of shareholders holding more than 5% of shares:
As at 31st march 2018
Name of the Shareholder As at 31st march 2019
No.of Shares % held No.of Shares % held
Govt.of Kerala 39505770 | 99.86% 39505770 |99.86%
Total 39505770 39505770
1.2.| The reconciliation of the number of shares outstanding is set out below:
As at 31st march 2019 As at 31st march 2018

No.of Shares

Equity Shares at the beginning of the year
Add: Shares issued during the year

Equity Shares at the end of the year

39560000

39560000

39560000

39560000




As at 31st march 2019 As at 31st march 2018
2. Reserves and Surplus z z z g
Capital Reserve
As per last Balance Sheet 573267 573267
Add:Transferred from Surplus 441771 1015038 441771 1015038
Retained Earnings -447153 -447153 -447153 -447153
Profit and Loss Account
As per last Balance Sheet 944442927 -845481307
Add:Profit /Loss(-) during the year -74329616 (-1018772543 | -98961620 | -944442927
Deferred Income
As per last Balance Sheet 1327039 1327039
Add: Deferred Income - IHDS NIL NIL
Total 1327039 1327039
Less: Transfer to P&L Account — —
1327039 1327039
Total -1016877619 -942548003
3. Share Application Money Pending Allotment 4 4

As at 31st march 2019 As at 31st march 2018

Share Application Money Pending

Allotment Received 185300000 177300000
Total 185300000 177300000
4. LONG TERM BORRROWINGS 4 3 4 4
As at 31st march 2019 As at 31st march 2018
Secured *
From Govt.of Kerala 423230 423230 423230 423230
Unsecured-From Govt of Kerala
For Purchase of Accumulated Stock 8000000 8000000
For Other Purpose 1063000 1063000
For IDP Kannur & Trivandrum and Export Production
Project, Kannur 14586875 14586875
For steam Press Equipment for subsidiary co.KGL 685695 685695
For Vehicle Loan 225000 225000
For Yarn Bank 2000000 2000000
For Processing Scheme 6903050 6903050
For Margin Money Loan 37750000 37750000
For Raw Material Bank 33000000 33000000
For Mordernisation of Looms 900000 900000
Loan from Govt.for Sewing Machine to KGL 750000 750000
For Project Package Scheme - Central Share 33247500 33247500
For Project Package Scheme - State Share 29322500 29322500
For Pre Loom & Post Loom 3486115 3486115
From Banks 604376 172524111 604376 172524111
Total 172947341 172947341




Others

Total

12845872 12845872

5 OTHER LONG TERM LIABILITIES As at 313t?march 2019 As at Slst;narch 2018
Agency Deposits & Other Deposits 22122569 24206034
Total 22122569 24206034
6. TRADE PAYABLES As at 31st ;narch 2019 As at 31st ;narch 2018
Micro, Small and Medium Enterprises NIL NIL

12470682 | 12470682

12845872

12470682

* secured by Mortagage and charges of all fixed assets of the Corporation including Land & Building.

As at 31st march 2019 As at 31st march 2018
7. OTHER CURRENT LIABILITIES L L
Interest accrued and due on borrowings 384719573 366145187
Amount payable to Staff 5294097 4524221
Statutory due Payable 54405027 47222875
Grant received from Govt. 370695037 340014613
Thrift Fund 13879726 12686542
Others # 19741929 848735389 28289654 | 798883092
Total 848735389 798883092

# Includes Creditors for Expenses, Audit Fee Payable etc.
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9. NON-CURRENT INVESTMENTS As at Slst%\warch 2019 As at 31st%narch 2018
UNQUOTED LONG TERM TRADE INVESTMENTS AT COST
One ‘C’ class share of the All India Handloom 1000 1000
Fabrics Marketing Society Ltd. fully paid
275 shares of ¥ 200/- each fully paid in Travancore 55000 55000
Handloom Weavers Industrial Co-operative Society
One share of T 200/- each fully paid in Mangalthu- 200 200
konam Weavers Industrial Co-operative Society,
Trivandrum
One share of Z 200/- each fully paid in Puthussery 200 200
Weavers Industrial Co-operative Society, Kollam
48000 Equity Shares of ¥ 100/- each fully paid in 4800000 4800000
Kerala Garments Ltd. (Subsidiary Company)
4856400 4856400
Total 4856400 4856400
10. LONG-TERM LOANS AND ADVANCES As at Slst?march 2019 As at 3lst%narch 2018
Secured:
Loan to Kerala Garments Ltd (Subsidiary) 500000 500000
Unsecured:
Deposits 9720729 9294717
Loan to Kerala Garments Ltd (Subsidiary) 1520000 1520000
Loan to Weavers Industrial Co-op Society &
Individual Weavers:
For Assets 6746427 6746427
For Share Capital 232245 232245
For Other Loans 3942019 3942019
22661420 22235408
Total 22661420 22235408
As at 31st h 2018
11. INVENTORIES As at 31st%narch 2019 satals %narc
Rawmaterial 11162556 10813292
Work-in-Progress 9697084 9893306
Finished Goods 306612361 257361542
Stock inTrade 3316085 5164366
Stores and Spares 465447 673070
Packing Material & Others 187164 | 331440697 196323 | 284101899
Total 331440697 284101899




As at 31st march 2019 As at 31st march 2018
12. TRADE RECEIVABLE z z
UNSECURED:
Debts outstanding over six months
Considered good 118449127 110814555
Considered doubtful 31825028 26239334
Total 150274155 137053889
Less: Provision for doubtful debts 31825028 31825028 | 26239334 | 26239334
118449127 110814555
Other Trade Receivable 2524770 5221391
Total 120973897 116035946
13. CASH AND CASH EQUIVALENTS Asat3lstmarch2019 | Asatdistmarch 2018
Balance with Banks 46521664 121103547
Other Bank Balances 464552 437240
Cash in hand # 268598 298736
Total 47254814 121839523
# includes cash in transit , Stamps
14. SHORTERM LOANS AND ADVANCES (Unsecured) | ASaSistmarch2019 | Asat3lstmarch 2018
Working Capital Loan to KGL (Subsidiary) 13377224 13377224
Advance to Suppliers 1323421 1323421
Total 14700645 14700645
As at 31st march 2019 As at 31st march 2018
15 OTHER CURRENT ASSETS (Unsecured) z 4
Interest on Loan to KGL Receivable 26493111 26493111
Other Interest Receivable 18838311 18947195
TDS 661615 590934
Others 15623230 61616267 | 11184184 | 57215424
Recievable from Weavers, Societies etc. 8508047 8160389
Less: Provision 1772453 6735594 | 1772453 6387936
Total 68351861 63603360
16. REVENUE FROM OPERATIONS As at 31st march 2019 Asat 315‘;“6‘““ 2018
' 4
Sale of Products
Sales of Handloom Fabrics 177758273 173003757
Stock Shortage 229729| 177988002| 1452154 | 174455911
Other Operating Revenue
Processing charges received 1995405 1698437
Total 179983407 176154348




As at 31st march 2019 As at 31st march 2018
17. OTHER INCOME z z
Interest Received 557617 92330
Sundry Receipts 329815 1368651
Interest on Stock Deficit 3555 2402
Profit on Sale of Fixed Assets -7163 19661
Insurance claim Received 1110040 -
Miscellaneous sales 134979 254
Exhibition Grant 67390 484129
Miscellaneous income (GSU) 17792181 16411625
Marketing Incentive 1862591 2783394
Interest on Deposit with KSEB 14656 | 21872061 19785 | 21182231
Total 21872061 21182231
18. COST OF MATERIAL CONSUMED As at 3lst:rparch 2019 As at 3lst?march 2018
Opening Stock 11486362 12657469
Add: purchase(Net of returns) 42533484 28864659
54019846 41522128
Less: Closing Stock 11628003 | 42391843 | 11486362 30035766
Total 42391843 30035766
Stock in trade (from weavers & SHG'S) 87276486 73383945
Stock in Trade - -
87276486 73383945
Total 87276486 73383945
20. CHANGES IN INVENTORIES OF FINISHED As at 31st march 2019 As at 31st march 2018
GOODS,WORK IN PROGRESS AND STOCK IN TRADE 3 4
Inventories (At Close) 319625530 272419214
Inventories (At the beginning) 272419214 293904023
-47206316 21484809
Total -47206316 21484809
21. EMPLOYEE BENEFITS EXPENSE Asat 315@?”0“ 2019 As at 31st march 2018
. z
Salaries ,Wages & Allowances 89051831 95436374
Bonus 779230 806346
Contribution to Provident & Other funds 10396013 11015076
Staff Welfare Expenses 693755 | 100920829 751913 | 108009709
Total 100920829 108009709

Accounting Standard are given below :
Defined Contribution Plans

21.1 As per Accounting Standard 15 “ Employee Benefits “, the disclosures as defined in the

Contribution to Defined Contribution Plans , recognised as expense for the year is as under :




As at 31st ;narch 2019 As at 31st Lnarch 2018
Employer’s Contribution to Provident Fund 9265541 9792241
Employer’s Contribution to ESI 1092500 1194425
Employer’s Contribution to Labour welfare Fund -248 5112
Employer’s Contribution to KHWWF 38220 | 10396013 23298 | 11015076
Total 10396013 11015076
22 FINANCE COST As at 31st%narch 2019 As at 31st?march 2018
Interest On Govt.Loans 18203977 18203812
Penal interest on Govt loan 370408 370408
Interest on late remittance of EPF 108133 2946692
Interest on Group Gratuity 1100 500
Interest on Income Tax 114 4786
Interest on Service Tax/GST 14206 1
Interest on Vat - | 18697938 14305 | 21540504
Total 18697938 21540504
23 OTHER EXPENSES As at 31st%narch 2019 As at 31st%narch 2018
MANUFACTURING & TRADING EXPENSES
Printing, Processing & Dyeing Charges 2801149 2496845
Carriage Inwards 316842 269300
Stitching charges 1599436 1340565
Fuel & Oil 1549777 1189046
Electricity Charges 779950 789798
Production Incentive 12302328 5803085
Repairs 1339953 894895
Hank yarn subsidy allowed to weavers/societies - | 20689435 - | 12783534
OFFICE & ADMINISTRATION EXPENSES
Director's Sitting Fees 10390 16880
Travelling Expenses:-
Managing Director 16021 27733
Directors 121405 107860
Others 1457955 1595381 | 1280921 1416514
Rent 6764979 6076107
Rates & Taxes 748976 1237630
Filing fee 11400 23300
Postage telegrams ,Telex & Telephone charges 442643 481271
Printing & Stationary 661938 599969
Light & Water Charges 980448 1268180
Vehicle Maintenance 1916683 1354085
Insurance 401557 403591
Legal expenses 178000 242580
Office expenses 200872 144546
Meeting expenses 219604 219635
General charges 23596404 5007347
Bank Charges 132021 | 36255525 231614 | 17289855




UDIN:19235614AAAACMI782

As at 31st march 2019 As at 31st march 2018
L LS
Payments to Auditors 199513 215360
SELLING AND DISTRIBUTION EXPENSES
Carriage Outward/Freight,Packing& forwarding 502231 884965
Advertisement & Publicity 206350 341906
Commission on Sales 1421578 931296
Exhibition & Sales Promotion expenses 2744640 3125719
Discount on Sales 2999411 3143864
Provision for Bad & Doubtful Debts 5585694 | 13459904 694247 9121997
PRIOR PERIOD ADJUSTMENTS
Expense 5608 26637
5608 26637
Total 72215756 40870777
23.1 PAYMENT TO AUDITORS AS: As at 31st march 2019 As at 31st%narch 2018
. - ?
Statutory Audit Fees 57500 57500
Tax Audit Fees - 30000
Internal Audit Fee 130000 112600
In any other Manner 12013 199513 15260 215360
Total 199513 215360
As at 31st h 2019 As at 31st march 2018
24, EARNING PER SHARE (EPS) R 3
Net profit / loss after tax attributable to -74329616 -98961620
Equity share holders
Weighted Average Number of Equity shares 39560000 39560000
Earnings per equity share:
(1) Basic -1.88 -2.50
(2) Diluted -1.29 -2.10
For and on behalf of Board
Sd/- Sd/-
ForcmséTPEAR\élDTjscA(l)\luﬁTIXIhJ%ALl K.P.SAHADEVAN K. T.JAYARAJAN
Firm Regn. N0.002622 S CHAIRMAN MANAGING DIRECTOR
gn. o. DIN NO: 00998318 DIN NO : 08419243
Sdi- Sd/- Sd- Sd/-
Place: Trivandrum  C A VISHNU T.M. (partner) SUNIL MATHEW.K PRADISH NAIR VINODAN.C.K
Date : 31.10.2019 Mem No: 235614 CHIEF FINANCIAL OFFICER COMPANY SECRETARY DIRECTOR

DIN NO:08587948




NOTES FORMING PART OF ACCOUNTS FOR THE YEAR ENDED 315" MARCH 2019

25. SIGNIFICANT ACCOUNTING POLICIES

a)  Basis of preparation of financial statements

Financial statements are prepared on an accrual basis of accounting and in accordance with the generally
accepted accounting principles in India, provisions of the Companies Act, 2013 (the Act) and complying in
material aspects with the accounting standards notified under Section 133 of the Act, read with Rule 7 of the
Companies (Accounts) Rules, 2014 and relevant provisions of the Companies Act 2013. The accounting policies
have been consistently applied by the Company during the period and are consistent with those used in the
previous year

b)  Use of Estimates

The preparation and presentation of financial statement required estimates and assumptions to be made
that affect the reported amount of assets and liabilities and disclosure of contingent liabilities on the date of the
financial statements and the reported amount of revenues and expenses during the reporting period. Difference
between the actual results and estimates are recognized in the period in which the results are known/ materialized.

c) Fixed Assets

The gross block of fixed assets is stated at cost of acquisition or construction, including any cost attributable
to bringing the assets to their working condition for their intended use. Subsequent expenditure related to each
item of Fixed asset are added to book value only if they increase the future benefit from the existing asset
beyond previously assessed standard of performance. Cost of borrowing for assets taking substantial time to
be ready for uses is capitalized for the period up to the time, the assets is ready for its intended use.

d) Depreciation

Depreciation has been providing on written down value method on pro rata basis at the rate specified in
the revised schedule XIV of the Companies Act, 1956 vide notification No.GSR 756 (E) dated 16" December
1993 till the financial year 2013-14. As the Companies Act 2013 is in force w e f 1/4/2014, depreciation is
provided using WDV method as per the usual life prescribed in Schedule 1l of the Companies Act, 2013.

e) Impairment of Assets

On an annual basis of the Company makes an assessment of any indicator that may lead to impairment
of assets. An asset is treated as impaired when the carrying cost of asset exceeds its recoverable value. The
recoverable amount is higher of an asset’s net selling price and value in use. Value is the present value of
estimated future cash flows expected to arise from the continuing use of an asset and from its disposal at the
end of its usful life.

f)  Investments

Current investments are carried at lower of cost and quoted/fair value, computed investment wise. Long
term investments are stated at cost. Provision for diminution in the value of long term investments is made only
if such decline is other than temporary in the opinion of the management. Investment that are readily realizable
and intended to be held for not more than one year from the date on which such investment are made, are
classified as current investments. All other investments are classified as long term investments.

]



g) Employees Retirement Benefits
1. Defined Benefit Plan
Gratuity with respect to defined benefit schemes are covered through Group Gratuity Scheme with Life

Insurance Corporation of India and are charged against revenue.
2. Defined Contribution Plans

Company’s contribution to Provident Fund, Superannuation Fund, and Employees State Insurance Fund
are determined under the relevant Schemes and/or Statute, charged to the Profit & Loss Account when incurred.

3. Provision is made for leave encashment based on at the Balance Sheet date calculated by the Company
and recognized as expenses in statement of Profit & Loss.

4. Termination benefits, if any, are recognized as an expense as and when incurred.

h)  Inventories

1. Inventories are valued at lower of cost and net realizable value.

2. Cost is determined as follows —

) Stores, spare parts and catalysts are valued on first in first out method.

i) Raw materials (Yarn)and Dyes & Chemicals are valued at cost less subsidy receivable and follows first in
first out method.

iif) Work in process included in the valuation is determined on the basis of actual consumption rates closer to
the year end. Cost of inventory and Finished Goods at retail outlets and Regional Stores are determined
on a retail method, by reducing from the sales value of the inventory an appropriate percentage of gross
margin. Value of finished cloth is determined based on cost or net realizable value whichever is lower.

i)  Taxesonlncome

Provision for Income Tax is made on the basis of estimated taxable income for the year at current rates.
Tax expense comprise of Current Tax and Deferred Tax at the applicable enacted or substantively enacted
rates. Current tax represents the amounts of income tax payable/recoverable in respect of the taxable income/
loss for the reporting period. Deferred tax represents the effect of timing difference between taxable income
and accounting income for the reporting period that originate in one period and are capable of reversal in one
or more subsequent periods. The deferred tax asset is recognized and carried forward only to the extent that
there is a reasonable certainty that the assets will be realized in future. However, where there is unabsorbed
depreciation or carried forward loss under taxation laws, deferred tax assets are recognized only if there is
virtual certainty of realization of assets. Deferred tax assets are reviewed at each balance sheet date for their
reliasability.
Minimum Alternative Tax (MAT)

Minimum Alternative Tax credit (MAT credit). Minimum alternative tax credit is recognized as an asset
only when and to the extent there is convincing evidence that to the company will pay normal tax during the
specified period. Such assets are reviewed at each balance sheet date. And the carrying amount of the MAT
credit asset is written down to the extent there is no longer a convincing evidence to the effect that the
Company will pay normal income tax during the specified period.

j)  Governmentgrants

1. Govt. grants related to depreciable fixed assets are treated as deferred income and are allocated to
income over the period in proportion to which depreciation on those assets are charged.

2. Government grants related to non-depreciable fixed assets are credited to Capital Reserve.



3. Grants received for distribution to individual weavers and weaver's industrial co-operative societies are
treated as current liabilities to the extent they are not distributed amongst the weavers/societies.

k)  Research & Development expenditure

Research and development expenditure other than on specific development-cum-sales contracts is
charged off as expenditure when incurred. R & D expenditure on development cum sale contracts is treated
at par with other sales contracts. Such expenditure on fixed assets is capitalized.

[)  Provision and Contingent Liabilities

A provision is recognized when an enterprise has a present obligation as a result of past event and it is
probable that an outflow of resources will be required to settle the obligation, in respect of which a reliable
estimate can be made. Provisions are not discounted to their present values and are determined based on
management estimate required to settle the obligation at the balance sheet date. They are reviewed at each
balance sheet date and adjusted to reflect the current management estimates.

Contingent liabilities are disclosed in respect of possible obligations that arise from past events but their
existence is confirmed by the occurrence or non occurrence of one or more uncertain future events not wholly
within the control of the Company.

Contingent assets are neither recognized nor disclosed in the financial statements.

m) Earnings per Share

Basic earnings per share are calculated by dividing the Net Profit after tax attributable to the Equity
Shareholders by the weighted average number of Equity Shares outstanding during the year. The diluted
Earnings Per Share is arrived by taking into account the number of share application money pending for allotment.

n)  CashFlow 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, any deferrals or accruals of past or future operating cash receipts or payments
and items of income or expense associated with investing or financing cash flows. Cash and cash equivalents
include cash on hand and balances with banks in current and deposit accounts with necessary disclosure of
cash and cash equivalent balances that are available for use by the company.

0) Revenue recognition

Sales revenue is recognized on transfer of the significant risks and rewards of ownership of the goods to
the buyer and stated at net of sales tax, VAT, trade discounts. Income from service is recognized as the
services are rendered, based on agreement/arrangement with the concerned parties. Dividend income on
investments is accounted for when the right to receive the payment is established. Interest income is recognized
on time proportion basis. Certain claims of the Company, insurance etc., in respect of which quantum of
accruals cannot be ascertained with reasonable certainty, are accounted on acceptane basis. Expenses or
Incomes are adjusted to the extent for subsequent recoveries wherever applicable.

p) Borrowing Cost

Borrowing costs directly attributable to the acquisition or construction of qualifying assts are capitalized.
Other borrowing costs are recognized as expenses in the period in which they are incurred. In determining the
amount of borrowing costs eligible for capitalization during a period, any income earned on the temporary
investment of those borrowing is deducted from the borrowing costs incurred.




2018-19 2017-18
26. Expenditure incurred on employees who were 7 z
in receipt of remuneration aggregating to
T 24, 00,000 or more per year or T 2,00,000 Nil Nil
Per month employed for part of the year.
27. EARNING PER SHARE
Particulars 201%8'19 2017-18
3
a.  Net Profit/Loss during the year attributable to
Equity share holders before extra ordinary items. (7,43,29,616) (9,89,61,620)
b.  Extra ordinary items . Nil Nil
Net Profit/Loss after extra ordinary items. (7,43,29,616) (9,89,61,620)
Weighted average number of equity shares outstanding
during the period 3,95,60,000 3,95,60,000
Basic Earnings per Share for 2018-19
- after extra ordinary items (1.88) (2.50)
- before extra ordinary items (1.88) (2.50)
28. STOCK
2018-19 2018-19 2017-18 2017-18
ltems Opening Stock ¥ Closing Stock ¥ Opening StockX | Closing Stock ¥
Yarn 84,31,803 88,48,636 1,03,95,441 84,31,803
Fabrics/cloth/Lungies/Dothies|  27,24,19,214 31,96,25,530 | 29,39,04,023 27,24,19,214
Dyesé&chemicals 23,81,489 23,13,920 17,07,423 23,81,489
Stores 6,73,070 4,65,447 5,54,605 6,73,070
TOTAL 28,39,05,576 33,12,53,533 | 30,65,61,492 28,39,05,576

No value is considered for the stock of old damaged yarn worth ¥1,04,700/- and cloth (Cut bits/Damaged)
worth ¥ 1,17,67,075/- as the Corporation could neither utilize these items till date nor expect to realize any
amount by selling the same. However now we have utilizing these cubits for stitching cloth carry bags and
which are used in our showrooms in the place of plastic carry bags.

29. The Corporation has received Sales Tax Assessment Order upto 2003-04 and thereafter further notices

are not received for assessment.

30. Investment includes an amount of ¥ 48,00,000/- being the value of shares in Kerala Garments Ltd a
subsidiary Company of the Corporation. The majority of shares are in the name of the Company and
remaining in the name of employees of the corporation as nominees (last year ¥ 48,00,000/-).

Value of shares held in the name of the Company
(Kerala Handloom Finance and Trading Corp. Ltd)
Value of shares held in the name of individuals as nominees

3

47,99,300

700

48,00,000




31. Anamount of ¥ 10,49,08,948.16 /- is receivable from Government of Kerala on account of rebate allowed
on sales of Handloom Fabrics as on 31.03.2019. (last year figure, ¥ 9,77,70,589.90/-). This amount include
3 4,45,731/- representing rebate claimed on sale at various expo conducted during 1991-92 to 1999-2000. The
Corpn could not get reimbursement of this amount from Govt. for want of supporting Govt order sanctioning
20% rebate . However, as decided in the Board Meeting held at 7-7-2010, the DHT has been requested to
recommend to Govt. to sanction and release the amount to the Corpn as a special case as the same was
actually incurred by it in the form of rebate allowed to the consumers. Although request was forwarded to
Government for releasing I 4,45,731/- no decision is received from Government yet on this matter. These

amount have been included under Sundry Debtors.
32. Balance under Sundry Debtors, Loans & Advance, Sundry Creditors etc have not been confirmed.

33. Interest on loan to weaver members (shareholders) has not been provided in the accounts during the year.
Repayments are not regularly forthcoming and efforts are being made to recover the maximum possible
amount. However, provisions for bad and doubtful debts have been created for full amount.

34. TURNOVER

Particulars 2018-19 ®) 2017-18 R)
Fabrics/cloth/Lungies/dothies etc 17,77,58,273 17,30,03,757
17,77,58,273 17,30,03,757
Stock Shortage 2,29,729 14,52,154
TOTAL 17,79,88,002 17,44,55,911
35. PURCHASES
Particulars 2018-19 ) 2017-18 R)
Yarn 4,29,48,207 2,82,89,485
Cloth 13,19,06,538 10,84,43,668
Dyes & Chemicals 12,85,275 19,72,876
Consumable Stores 1,12,675 1,48,370
TOTAL 17,62,52,695 13,88,54,399
36. AUDITORS’ REMUNERATION & EXPENSES 4
1) As Auditor 57,500
2) As Adviser, or in any other capacity, in respect of

a. Taxation matters Nil

b. Company law matters Nil

c. Management services Nil

3) Internal Auditing 1,30,000

4) In any other Manner 12,013



—

37. RELATED PARTY DISCLOSURE:

Name of the Related party Relationship
Sri. K.T.Jayarajan. ** Key Management personnel of Company
Sri. K.P.Sahadevan Chairman
Sri- Sudhir.K Director
Sri. A.Radhakrishnan Nair Director
Sri. V.G Raveendran Director
Sri. B.S Biju Bhaskar Director
Sri.V.K.Rajan Director
Kerala Garments Ltd. Subsidiary Company

** Government of Kerala Vide Go(Rt) N0.225/2019/ID dated 1-3-2019, Sri.K.T Jayarajan is appointed as
Managing Director of the Corporation for a period of one year on deputation basis and he has taken over the
charge of Managing Director w. e. f 11-03-2019. Their after as DIN was allotted to him on 11-04-2019, hence as
per the provision of Companies Act 2013, his appointment was taken on record with effect from 11-04-2019.

38. (a). MANAGING DIRECTOR’S REMUNERATION & 2018-19 2017-18
TRAVELLING EXPENSES 4 3
Salaries & allowances (Gross)
Sri.K.T Jayarajan 86,495 Nil
Travelling Expenses
Sri.Sudhir.K 4,128 27,733
Sri.Jayarajan.K.T 11,893 NIL

Value of rent free accomodation

Sri. Jayarajan.K.T Nil Nil

(b) CHAIRMAN’S HONOURARIUM &

TRAVELLING EXPENSES 2018-19 2017-18
(4 14
Honorarium
Sri.K.P.Sahadevan 2,40,000 2,40,000

Travelling expenses

39.

Sri.K.P.Sahadevan 69,575 64,567

The Corporation had received loans from Government of Kerala for various purposes including
implementation of different projects under 20 point programmes. The Corporation has requested the
Government of Kerala to convert these loans into equity. Accordingly, Government vide G.O. (MS)
N0.199 /89 / ID, dt, 27-12-89 have converted ¥ 120.89 lakhs into equity. Hence, no provision has been
made in the account for interest for the loans of ¥ 288.99 lakhs up to the year 1995-96. The interest and
penal interest on defaulted principal amount worked out for those loans upto 31-03-96 was ¥ 492.98 lakhs.

The loan from Govt is overdue for long time, but Corporation has submitted request to Govt. to convert
the loan in to Equity. The loan amount is shown under the head Long Term Borrowings. Out of this long
term borrowings, Govt loan amounting to ¥ 17.23 cores includes defaulted principal amount of ¥ 15.37
cores. The accumulated interest including defaulted interest on Govt.Loan amounting to ¥ 38.41 crores
outstanding to be paid on 31/3/2019, is shown under the head Other Current Liablities.



40.

41.

42.

43.

44,

45,

The Subsidiary company, Kerala Garments Limited has stopped its operations on 9-01-2007. No provision
for interest amounting to ¥ 3,19,14,640 /- is provided by the Corporation in respect of loan given to the
above Company, since the recovery is doubtful.

An amount of ¥ 133,77,224 /- paid to M/s. Kerala Garments Ltd, Subsidiary Company of the Corporation
for meeting their day-to-day expenses have been included under loans and advances as working
capital loan (lastyear ¥ 1,33,77,224/-). Maximum amount of working capital loan appearing under this
head stood at ¥ 133.77 lakhs. Apart from the above a term loan of ¥ 20,20,000/- is also given to Kerala
Garments Limited. As was done last year no interest which work out to ¥ 20,06,580 /- has been provided
in the accounts for the working capital loan amount for the year 2018-19, since Kerala Garments LTD has
stopped its operations. The interest amount for the year 2007-08 to 2017-18 under this head works out to
T 224,73,374/-.The interest amount provided in the accounts is only up to 2006-07 which comes to
% 186,77,570/. Interest for the year 2018-19 amounting to ¥ 8,37,865 /- is charged on the loan amount
of ¥ 20,20,000/- is not taken as income in to accounts. The Interest amount for the year 2009-10 to
2017-18 under this head works out to ¥ 65,96,821/- Interest is provided in the accounts only up to
2008-09 which comes to ¥ 78,15,542/- However Principal as well as interest amount is not repaid by
Kerala Garments Ltd. on the above loan till date. Besides Vide Govt. Order No. G O (MS) No.15/2011/
ID dt 18/1/2011 itis ordered to transfer the total assets and liabilities of KGL to Hanveev. Govt has also
sanctioned and released an amount of ¥ 50 Lakhs to Hanveev Vide Order No. GO (Rt) No.388/2015/ID
dt 14/05/2015 inorder to settle the liabilities of KGL. Under the circumstances, it is hopeful that the entire
amount receivable from KGL including interest is recoverable while transferring the assets to Hanveev
and after complying with the provisions of Companies Act 2013. In this connection Kerala Garments
Limited has re-constituted its Board of directors and a meeting of Board of Directors was convened on
21 st June 2018 and necessary actions will be taken up with the permission of the Board/Govt to complete
the audit of Kerala Garments Ltd and thereafter to strike off/Merge as the case may be. Further it is
informed that C& AG Vide with its Order No./CA./VICOY.KERALA,KEGRAM (1) 1955 dated 30/04/2019 has
appointed auditors to audit the accounts of Kerala Garments Ltd up to 31-03-2019 and the same is in
progress.

In the absence of confirmation/claims from suppliers covered under interest on delayed payments to
Micro, Small and Medium Enterprises Act 2006, it has not been possible to disclose the principal and
the interest outstanding to any such small scale industrial undertakings.

An amount of ¥ 3,99,262.50 is fixed as final liability of Sri.A.S.Mohemmed Sherief, former Managing
director towards irregular expenditure and advance claimed by him during his tenure in the Corporation.
Said liability has been informed to his parant organization Kerafed for recovery purposes. The same has
been also informed to Government.

Provision for bad and doubtful debts has been provided at 100% on the balance due from Sundry
Debtors outstanding for a period exceeding 3 years. The amount of Sundry Debtors(Sales) and Sundry
Debtors (Others) exceeding 3 years comes to I 335,97,482/-and the accumulated provision till date
comes to ¥ 2,80,11,788 /- . Since the difference between actual Sundry Debtors exceeding 3 years and
the accumulated provision made till date is ¥ 55,85,694/-, the same is added to the provision during this
year.

Interest on defaulted amount of credit sales affected through showrooms has not been provided for in
the accounts. Interests collected on account of overdue payments are accounted on cash basis.

Interest on defaulted interest on Government loans have not been provided in the accounts up to
2007-08 and the amount comes to ¥138.35 lakhs as on that date.



46.

47.

48.

49.

50.

ol

92.

As the Corporation is not making payment of DA Arrear for the past so many years, and the Board is also
taking decision to pay DA with prospective effect only, the provision for DA arrear is not provided in the
books of accounts from F.Y 2011-12 onwards.

The issue of Yarn to weavers who are not the employees of the Company, for weaving wages accounted
as Sales of Yarn under the head Revenue from operation, from the inception of the Company. The
Fabrics so manufactured by issuing the yarn is taken back by the Company and is accounted as Purchase
of Cloth. Since this treatment is not in agreement with Accounting Standard 9- Revenue recognition, the
same is reversed during the year ended 31-3-2019 (34,46,30,052/- during 2018-19 and ¥ 3,50,59,723/-
during 2017-18)

(@) Interest and penal interest in respect of loans given to IDP & EPP societies have not been taken
credit of in the accounts during the year under report.

(b) Interest in respect of loans given to Kambil & Kannapuram Societies amounting to ¥ 117.39 lakhs
have not been taken credit of in the accounts during the year under report (last year ¥ 93.57 lakhs).

Vide packing list No.462 dt.2.04.03 goods worth ¥ 3,48,250/- including 500 Nos of Set Munds worth
3 2,03,250/- were transferred from R.O EKM to R.O TVM. Since Set Munds were not required at R.O
TVM, they had returned the same through the same vehicle to R.O EKM after accepting other items in
the Packing list worth ¥ 1,45,000/- However as per records the above Set Munds were not received
back at R.O EKM. Hence a domestic enquiry for the above loss was conducted against the SK, R.O
EKM Viz Smt.C.X Philomina, in which she was found responsible for loss of 500 set Munds. Based on
that, she was asked to remit the ¥ 2,03,250/- with interest @15% p.a, w.e.f 2/4/2003 being value of 500
Set Munds lost. Necessary entries to this effect had been passed during the financial Year 2004-05.
Smt. C.X.Philomina has also been dismissed from the service of the corporation. Smt.C.X.Philomina
approaches the Hon'ble Labour Court, Kannur against the dismissed order and the Labour Court set
aside the enquiry has not valid. The Corporation moved before the Hon'ble High Court of Kerala challenging
the award of the Labour Court and the High Court ordered that fresh enquiry has to be conducted after
affording opportunity to the Respondent also and the enquiry is to be completed within a definite time
frame. The enquiry process has started and is in progress. Consequently the Hon’ble Court has disposed

the case and ordered for a fresh enquiry on the matter. The fresh enquiry is in progress.

Sri T. Dhanraj, Sales Assistant had committed misappropriation of Corporation’s funds to the tune of
T 36,622.80 and he was dismissed from the service of the corporation on 26/4/2008.The amount due
from him together with interest @15% p.a will be adjusted from the terminal benefits due to him.

Sri.M.V.Ramachandran, S/A; was placed under suspension pending enquiry while working as in charge
of Hanveev Showroom Ernakulum for misappropriation of Corporation’s funds by way of unauthorized
credit sales, stock deficit, difference in banking transactions, cash transactions and personal account
balance. The total liability is¥13,44,618.74. The domestic enquiry is completed and he has been dismissed
from the service of the corporation. The dues to the extent of his terminal benefits will be recovered from
him and for the balance RR action will be initiated. In the meanwhile he approached the Hon’ble High
Court of Kerala against the dismissal order of the Corporation. The Court ordered for a denova enquiry.
The denova enquiry is completed and enquiry report received. Further action is being pursued on the

finding in the enquiry report..

Smt. Ajitha Raveendran, Packer was suspended from service while working in charge of Hanveev
showroom, Ranni for the misappropriation and unauthorized credit sales, manipulation of selling price
on the fabrics, stock shortage etc...A domestic enquiry has been conducted and liability fixed at
3 64,702.85. She has remitted ¥ 36,033/-. Considering this she was reinstated in service and posted at
R.O.Kannur without prejudice to the right of the corporation to complete the disciplinary proceedings in
a time bound manner as per service rules of the corporation. Further memo dated 17/12/08 was issued
to remit the balance amount with 24% penal interest. Since the explanation submitted was found
unsatisfactory and considering the serious irregularities, she was dismissed from the service of the
Corporation with effect from 30-07-2009. The balance amount of ¥ 28,669.85 with interest will be adjusted

from the terminal benefits due to her.
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58.

59.

An amount of ¥1,81,296+15% interest to be realized from Sri. R.R.Nair, Former MD due to excess salary
drawn by him during his tenure as MD and RR proceedings is initiated against him for recovery of the
omissions.

A case was filed (FDP 16/2008) in the Hon’ble Court of IX Additional City Civil Judge, Bangalore against
Sri. M.V Govindan, owner of closed agency showroom of Hanveev at Bangalore for realizing the dues
of X 7,09,339/-. The Court has pronounced the judgment in favour of the Corporation allowing to sell the
mortgaged property for realizing the dues of X 7,09,339/-. We have filed the execution petition in the
Court of City Civil Judge, Bangalore including paper publication for proclamation of the sale of property
under attachment through our Advocate.

Handloom Projects Krithika, Kannur & Thanima Thiruvananthapuram are being implemented through the
Corporation at Kannur & Thiruvananthapuram. Funds required for these projects are released to the
Corporation through DRDA, Kannur and Thiruvananthapuram respectively. The accounts relating to these
projects are to be kept separately. As such expenses incurred for the implementation of these projects
are treated as the concerned project’'s Expenses and assets created are shown as the concerned
Project’s Assets. Both these amounts are deducted from the total grant amount received and net amount

of grants are shown in the balance sheet under current liability.

A project IHCD is being implemented through the corporation. The funds required for this was released
to the corporation from the office of the Devt. Commissioner for Handloom. The expenses incurred for
the implementation of the project is treated as IHCD project expenses. The transactions relating to this
project are now being done directly by IHCD office. The required funds are transferred to the separate
bank account No: 67046427657 opened for this purpose with SBI Pravachambalam which is operated by
IHCD officials along with RM Trivandrum. The amount already spent by the Corporation together with the
amount transferred to said bank account is deducted from the total Grant amount received and net

amount of grant shown in Balance sheet under Current Liability.

During the financial year 2015-16, Kerala Govt. have introduced VAT on Handloom products @ 1% . So
many representations were given to Govt. to exempt handloom fabrics from the purview of VAT. Anticipating
that favourable orders would be received from Govt., we have not paid the VAT during the Financial year
2015-16 and hence no provision has been made in the accounts(ie ¥19,03,694 being 1% of 19,03,69,471).
During 2017-18, Government of India has introduced GST and this was made applicable w.e.f 1-7-2017,
and due to lack of clarity that whether Handloom products are coming under the purview of GST, the
Corporation did not collect GST from 1-7-2017 onwards. This has been placed in the meeting of Board
of directors held on 20-7-2017, the Board also approved to impose GST as and when the issue is clearly

specified by the Government. Further Corporation started collecting GST w.e.f 7-8-2017 onwards.

Government of Kerala launched a project for supplying of Free School Uniform to Government School
students up to 7 th standard. Government was also nominated to Hanveev as one of the implementing
agencies and directed to collect and supply uniform fabrics for 7 districts in Kerala from Thrissur to
Kasaragod. Hanveev was also supplied 3.33 lakhs metres school uniform to students for a total value

of ¥ 568.57 lakhs during the year 2018-19.
Contingent Liabilities and Commitments not provided for in respect of :

Particulars As at 31 ?Itnl\gz);lrch 2019
A) Contingent Liabilities
a) Claim against the Company not acknowledged as debts 1,90,23,670
b) Guarantees given to others NIL
B) Estimated amount of Contracts remaining to be executed on
capital amount and not provided for:
a) Tangible assets
Total Contract amount
Less : Paid
b) Intangible Assets NIL
C) Uncalled liability on partly paid shares NIL
D) Other Commitments NIL




Claims against the Company not acknowledged as debt:-

3)

Contingent liability for arrear lease rent demanded by District Collector, Trivandrum for ¥1,02,08,710/-
was received on 17-6-03 from District Collector for arrear lease rent of Nemom land in survey No.103/16
for the period from 01-06-94 to 31-03-03. The Corporation has filed an appeal before the Revenue
Department. The report from the District Collector for re-fixing the arrear lease rent is still pending.

During 2003-04 there was a stock shortage of ¥1,94,279.25 in Regional Store, Ernakulam.
Smt. C.X.Philomina, retired Store Keeper was in charge of the Store then. The responsibility was fixed
on her for ¥1,94,279.25 plus interest. Recovery towards this account was started from her salary in
installments from 7/2005 onwards. In the meanwhile she moved before the Honorable High Court of
Kerala challenging the order of the corporation to recover the amount from her salary. So far an amount
of ¥1,04,832/- was recovered from her up to 5/2007. The balance yet to be recovered is ¥ 1,84,463.45
together with interest @ 15% p.a from 1.06.07 onwards. If the case is decided against the corporation it
will result in liability of ¥ 1,04,832 /-to the corporation with interest.

An amount of ¥ 4,70,655/- levied as damages by the Assistant Commissioner EPFO, kannur vide letter
No.KR/KNR/Enfl1(2) damages/3215/2014-15/2651 dated 27/10/2014 is stayed by the Honourable High
Court of Kerala and hence no provision for damages is made in the Accounts.

An amount of ¥12,25,391/- levied as damages by the Assistant Commissioner, EPFO Kannur vide letter
No.KR/KNR/3215/Enf1(2)/79/2016-17 dated 28-06-2016 is stayed by the Honourable EPF Appellate Tribunal
Bangalore.

The Assistant commissioner of EPFO, Kannur vide his letter No.KR/KNR/Enf1(2) I/KR/3215/CA/1842
dated :18-9-2017 has levied interest and damages amounting to ¥ 6,39,007/- and X 10,27,008/- respectively
for the period from 5/2016 to 11/2016 with the total liability amounting to ¥ 16,66,015/-.

The Assistant commissioner of EPFO vide letter No.KR/KNR/0003215/0000 Enf/502/Damages/3428
dated:12-01-2018 levied interest and damages amounting to ¥ 8,87,134 and 18,48,196 with the total
liability coming to ¥ 27,35,330/- for delayed remittance during the period from 06/2015 to 4/2016.

In connection to the matters mentioned above, after seeking necessary clarification, EPFO issued letter
KR/KNR/3215/Enf.1(2)/7Q/2017-18/4905 dated: 22-02-2018 levying interest amounting to I 14,81,098/-
for the period from 06/2015 to 11/2016(consolidated).For damages amounting to ¥ 27,81,851/- EPFO
issued letter KR/IKNR/3215/En fi (2)/Damages/2017-18 dated: 22-02-2018 for the period from 06/2015 to
11/2016(consolidated). Corporation has remitted the interest portion, however for damages, Corporation
has filed an appeal before the Honourable EPF Appellate Tribunal and a stay is anticipated.

The Assistant Commissioner of EPFO, kannur vide their letter No.KR/KNR/3215/Enf.1(2) /Damages/
2018-19/760 dated 30-7-2018 has levied interest and damages for the delayed remittance of EPF for the
period from 6/2016 to 01/2018 amounting to ¥ 12,17,467/- and 20,71,522/- respectively, total liability is
T 32,88,989/-. Corporation already remitted the interest portion on 21-8-2018. Further corporation filed an
appeal against damages levied before the honorable EPF Appellate Authority Central Government
Industrial Tribunal-Cum-Labour Court, Ernakulam. On anticipation that the Honourable EPF Appellate
Authority will grant stay, hence no provision for damages is made in the account.

Contingent liability for the property tax for ¥ 21,60,709/- payable to Trivandrum corporation in respect of
building No.TC 52/2641(1) of cluster office of the corporation, the Corporation has submitted a representation
to Government on 13-06-2016 for exempting the corporation from paying the property tax. The report
from Government is still pending and hence it is not provided in the Accounts.



-

60.  Break-up details of exhibition expenses 0f ¥14,84,208/- (Last year ¥16,89,755 /-) is as under in compliance
of part Il of Schedule Il of Companies Act, 2013.

Particulars 2018-19 2017-18
3 3

Stall Rent / Lease Rent / Shed / Stall Decoration 6,01,962 6,66,626
Publicity Expenses 53,919 81,083
Freight charges, Bundling Charges efc.... 1,06,582 1,35,266
Stationery 27,338 20,229
Staff Welfare Expenses 19,720 19,310
Wages 5,82,000 6,78,890
Conveyance/Travelling Expenses 2,300 6,550
Sweeping Charges 12,250 11,740
Hire charges & Rack Fitting charges 14,113 15,270
Bank Charges 0 373
Postage & Telephone charges 170 210
Risk Allowance 11,100 11,150
Inauguration Expenses 10,080 4,050
Electricity charges 35,154 28,816
Insurance 3,675 6,724
Miscellaneous expenses 3,845 3,468
TOTAL 14,84,208 16,89,755

61. Since the Companies Act-2013 in force, necessary amendments /Changes are made in the books of
accounts to comply with the various provisions there in.

62. In the opinion of the Board of Directors all the assets other than fixed assets and non-current investments
have value on realization in the ordinary course of business at least equal to the amount at which they are
stated in the Balance sheet.

63. The Balance sheet and Statement of Profit and Loss, Cash Flow Statements, Statement of significant
accounting policies and other explanatory notes forms an integral part of the financial statements, of the
company for the year ended 31 March 2019.

64. Figures of the last year have been regrouped or rearranged wherever necessary. The Figures are also
rounded to nearest rupee.

For and on behalf of Board

Sd/- Sd/-
For M/s. PAVITHRAN & MURALI
CHARTERED ACCOUNTANTS K.P.SAHADEVAN K.T.JAYARAJAN

CHAIRMAN
Firm Regn. N0.002622 S MANAGING DIRECTOR

DIN NO: 00998318 DIN NO : 08419243
Sd- Sd/- Sd/- Sd/-
Place: Trivandrum ~ C A VISHNU T.M. (partner) SUNIL MATHEW.K PRADISH NAIR VINODAN.C.K
Date:31.10.2019 Mem No: 235614 CHIEF FINANCIAL OFFICER COMPANY SECRETARY DIRECTOR
UDIN:19235614AAAACM9782 DIN NO:08587948
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Independent Auditors’ Report

The Members of Kerala State Handloom Development Corporation Limited.
Report on the Standalone Financial Statements.

We had audited the accompanying standalone financial statements of Kerala State Handloom
Development Corporation Limited. (“the Company”) which comprise the Balance Sheet as at March 31
2019, the statement of Profit and Loss and Cash Flow Statement for the year then ended, and a
summary of significant accounting policies and other explanatory information.

Management Responsibility for the Standalone Financial Statements

The Company’s Board of Directors is responsible for the matters stated in section 134 (5) of the
Companies Act, 2013 (“the Act”) with respect to the preparation of these standalone financial statement
that give atrue and fair view of the financial position, financial performance and cash flows of the
Company in accordance with accounting principles generally accepted in India, including the Accounting
Standards specified under section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules
2014. This responsibility also includes maintenance of adequate accounting records in accordance
with the provisions of the Act for safeguarding the assets of the Company and for preventing and detecting
fraud and other irregularities; selection and application of appropriate accounting policies; making judgment
and estimates that are reasonable and prudent; and design implementation and maintenance of adequate
internal Financial Controls, that were operating effectively for ensuring the accuracy and completeness
of accounting records, relevant to the preparation and presentation of the financial statements that give
a true and fair view and are free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these standalone financial statements based on our audit.
We have taken into account the provision of the Act, the accounting and auditing standards and matters
which are required to be included in the audit report under the provision of the Act and the rules made
there under.

We conducted our audit in accordance with the Standards on Auditing specified under section 143 (10)
of the Act. Those Standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amount and disclosures in
the financial statements. The procedures selected depend on the auditors judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the company’s
preparation of the financial statements that give a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on whether
the company has in place an adequate internal financial system over financial reporting and operating
effectiveness of such controls. An audit also includes evaluating the appropriates of accounting policies



used and reasonableness of the accounting estimate made by the Company’s Directors, as well as
evaluating the overall presentation of the financial statements.

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

Basis for Qualified Opinion

1.

The company has not made provision for term loan of ¥ 20,20,000/- and working capital loan of
31,33,77,224/- givento its subsidiary company Kerala Garments Ltd and interest due thereon amounting
to ¥ 2,64,93,111/-. The company has stopped its operation on 09/01/2007 and its net worth is negative
as per audited financial statement of the year 2008-09.This has resulted in understatement of
¥ 4,18,90,335/- in Reserve and surplus (accumulated loss) and overstatement of Long term Loans and
advances to the extent of ¥ 20,20,000/, short term loans and advances to extent of ¥ 1,33,77,224 and
Other current assets to the extent of ¥ 2,64,93,111/-.

The company has not made provision for loans given to Weavers Industrial Cooperative Societies and
to individual weavers amounting to ¥ 1,09,20,691/- included under the head Long term loans and advances
and interest receivable thereon ¥1,88,38,311/-included under other current assets (Other interest
receivable), which is due for recovery from several years back.This has resulted in understatement of
¥ 2,97,59,002/- in Reserve and Surplus ( accumulated loss) and overstatement of Long term loans and
advances to the extent of ¥1,09,20,691/- and other current assets to the extent of ¥1,88,38,311/-.

The company has not made provision for advances amounting to ¥13,23,421/- included under the head
Short term loans and advances being amount of advance to Societies pending for recovery from several
years and without acknowledgment of debt. This has resulted in understatement of
%13,23,421/-in Reserve and Surplus (accumulated loss) and overstatement of Short term loans and
advances to the extent of ¥13,23,421/-.

Kerala State Handloom Development Corporation Limited’s investment in Kerala Garments Ltd, its
subsidiary company whose net worth fully/ substantially eroded and stopped its operation in
09-01-2007, is carried at X 48,00,000/- in the Balance Sheet as at 31% March, 2019. We were unable to
obtain sufficient audit evidence about the carrying amount Kerala State Handloom Development
Corporation Limited’s investment in Kerala Garments Ltd as at March 31, 2019 because the audited
financial statements of the Kerala Garments Ltd is available only up to 31% March, 2009. Consequently,
we were unable to determine whether any adjustments to these amounts were necessary.

Building Tax of ¥ 21,60,709/- demanded by the Trivandrum Corporation for the period 2010-11 to 2015-16
as per the notes on accounts No 59 (g), on the Cluster Office Building of the company as demanded by
the Nemom Zonal Office of the Trivandrum Corporation Letter No ZNI/NEI/7466/2010 dated 28-04-2016 is
not provided as liability to pay taxes as on 31-03-2019. The company has not filed any appeal against
the tax demanded and cannot be considered as contingent liability. This has resulted in understatement
of Reserves and surplus to the extent of ¥ 21,60,709/- and understatement of Other current liabilities.

The Sales of Textiles is taxable @ 1 % as per the Provisions of the Kerala Value Added Tax during the
Year. The Company is seen wrongly shown the sales of textile ( Handloom Fabrics) amounting to
¥ 19,03,69,471/- as 0 % taxable goods in Vat Returns during the year and not collected 1 % Vat on the
sales bills and not paid Vat on the sale to the Commercial Tax department during the year. The Vat
liability on sale of Textile ¥19,03,694/- with interest is payable to the Commercial Tax Department for the
financial year 2015-16 is not provided in the books accounts during the year. This has resulted in
understatement of Reserves and surplus to the extent of ¥19,03,694/- and understatement of Other
current liabilities.



Job Work charges payable to Weavers is liable for Reverse Charge under GST regime during the
period starting from 01 July 2017 up until 13 October 2017 vide Notification No. 38/2017. The Company
has paid Reverse charge @ 5% on the same only during the month of August 2017. The Reverse
Charge liable to be paid on the charge payable to Job Workers for the period July 2017 to September
2017 works out to ¥ 9,55,934/- (31,91,18,688/- @ 5%). We are unable to work out the charges payable
from 1% October 2017 to 13" October 2017. As the Company has not paid this liability before 31% March
2019, it is not eligible to claim input on the same and hence is required to write it off as expenditure for
the year. This has resulted in understatement of Reserves and Surplus to the extent of ¥ 3,85,774/-
(X 5,70,160/- was already paid in August 2017 return) and understatement of Other current liabilities.

Stale cheques amounting to ¥14,17,962/- are laying in Bank Reconciliation Statement due to which
Current liabilities and Cash and cash equivalents are understated to that extent.

We further report that considering the items mentioned in paragraph 1 to 8 of above qualification in our
report, the effect of which have been considered Net Loss for the year would have been ¥15,17,52,551/-
(as against reported loss of ¥ 7,43,29,616/-), accumulated loss would have been ¥1,09,61,95,478/- (as
against reported figures of ¥1,01,87,72,543/-), Long Term loans and advance would have been
% 97,20,729/- (as against the reported figure of ¥2,26,61,420-), the Current Asset would have been
T 52,26,89,847/- (as against the reported figures of ¥ 58,27,21,914/-) and Current Liabilities would have
been X 86,74,49,400/- (as against the reported figures of ¥ 86,15,81,261/-)

Qualified Opinion

In our opinion and to the best of our information and according to the explanations given to us, except for
the possible effects of the matter described in the Basis for Qualified Opinion paragraph, the aforesaid
standalone financial statements give the information required by the Act in the manner so required and
give a true and fair view in conformity with the accounting principles generally accepted in India, of the
state of affairs of the company as at 31st March, 2019 and its loss and its cash flows for the year ended
that date.

Emphasis of Matter Paragraphs and Other Matter Paragraphs

Other Matter

We draw attention to observation made by us in paragraph 1 to 23 of Annexure-B attached. Our opinion
is not qualified in this respect.

Report on Other Legal and Regulatory Requirements.

1.

As required under section 143 (5) of the companies Act, 2013, we have given in the annexure 1, a
statement on the directions issued by the Controller and Auditor General of India after comply the
suggested methodology of audit, the action taken there on and its impact on the accounts and financial
statement of the company.

As required by the Companies (Auditor's Report) Order, 2016 (“the Order”) issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Act, we give in the Annexure A
statement on the matters specified in paragraphs 3 and 4 of the Order.

As required by Section 143 (3) of the Act, we report that:

a)  We have sought and expect for the matters described in Basis for Qualified Opinion Paragraph,
obtained all the information and explanations, which to the best of our knowledge and belief were
necessary for the purposes of our audit..
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b)  Except for the possible effect of the matter described in the Basis for Qualified Opinion
Paragraph above, In our opinion proper books of account as required by law have been kept by
the Company so far as appears from our examination of those books .

c)  TheBalance Sheet, Statement of Profit and Loss and the Cash Flow Statement dealt with by this
Report are in agreement with the books of account .

d)  Except for the possible effects of the matter described in the Basis for Qualified Opinion
paragraph, in our opinion the aforesaid standalone financial statements comply with the Accounting
Standards specified under 133 of the Act., read with rule 7 of the Companies (accounts) Rules,

2014

e)  The matter described in the Basis for Qualified Opinion paragraph above, in our opinion, may
have an adverse effect on the functioning of the Company.

f) Being a Government Company, the disqualification from being appointed as director under
section 164(2) of the Companies in not applicable to the company.

g)  Withrespectto the adequacy of the internal financial controls over the financial reporting of the Company
and the operating effectiveness of such controls, refer to our separate report in Annexure C

h)  The qualification relating to the maintenance of accounts and other matters connected therewith
are as stated in the Basis for Qualified Opinion paragraph above.

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

I. The Company has disclosed the impact of pending litigations on its financial position in its
financial statements.

ii. The Company has made provision, as required under the applicable law or accounting
standards, for material foreseeable losses, if any for long term contracts including derivative
contracts.

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

For M/s. PAVITHRAN & MURALI
Chartered Accountants
Firm Regn. N0.002622 S

Place: Kannur. CA VFngnNel}J.T.M
Date: 31.10.2019
ae M.N0.235614

UDIN: 19235614AAAACM9782



ANNEXURE -A REFERRED TO IN PARAGRAPH 2 UNDER THE HEADING “REPORT ON OTHER LEGAL AND

REGULATORY REQUIREMENTS” OF OUR REPORT OF EVEN DATE - TO THE MEMBERS OF KERALA STATE

HANDLOOM DEVELOPMENT CORPORATION LIMITED, KANNUR FOR THE YEAR ENDED 315t MARCH, 2019

0

(i)

(i)

a)

IN RESPECT OF ITS ASSETS:

The company is maintaining Fixed Asset Register at Head Office and its Regional Offices showing
full particulars, including quantitative details and situation of fixed assets. Further certain details as
regards date of purchase, date of put into use, location, identification etc. of some movable tangible
assets needs to be updated. Location details and area of freehold land, factory and office building
needs to be updated in the fixed asset register and needs to be reconciled with revenue records
miaunéamgd by the local authority and latest land and building tax paid should be kept with original
title deeds.

All the fixed assets have been physically verified by the management at the year end. There is a
regular programme of verification which in our opinion is reasonable having regard to the size of
the company and nature of its assets. The physically verified fixed assets items are seen not
reconciled with fixed assets register to identify the discrepancy . However no major
discrepancies were noticed on such verification.

According to the information and explanation given to us and on the basis of examination of records
of the company, the deed of freehold land amount to ¥ 25.72 lakhs have been verified by us and
the same held in the name of the company. Title deeds of freehold land for ¥ 20.35 lakhs were not
available for our verification. Further, as per the details made available to us, the title deed of Office
bundmg? and factory building with WDV amounting ¥18,30,777/- as on 31-03-2019 were also not
available for verification.

IN RESPECT OF INVENTORIES :

3)

As per the information furnished to us the management has conducted physical verification of
finished goods, raw materials, stores, packing materials at the year-end only. In our opinion the
frequency of verification has to be increased based on experiences of discrepancy/ fraud reported
in the past in show-rooms and at regional stores of the company. The discrepancy noticed on
verification between physical stock and book records were material and same has been properly
dealt with in the books of accounts.

According to the information and explanations given to us the company has granted unsecured
loans to one company covered under register to be maintained under section 189 of the Companies
Act, 2013. The loan'is given to its subsidiary com;;anil Kerala Garments Ltd involved term loan
of 20,20,000/- and working capital loan of ¥1,33,77,224/-. The advance given to Kerala Garments
Ltd is ¥49,46,200.50/- (including ¥15,865/-given in the current year) to meet its statutory dues and
expenses without interest.

In our opinion and according to the information and explanation given to us the rate of interest and
other terms and conditions of loan given to subsidiary company are not prima facie prejudicial to
the interest of the company. However it is noticed that no loan agreement is executed for the
outstanding working capital loan of I 1,33,77,224/- given to Kerala Garments Ltd. and no interest
is charged on the working capital loan amounts from the financial year 2007-08 onwards. The
interest not charged for the year 2007-08 to 2018-19 on working capital loan is worked out by the
company is I 2,44,79,954/-. Similarly on the term loan of ¥ 20,20,000 no interest is provided in
books from the financial year 2009-2010 onwards since the company stopped its operation from
09-01-2007. The interest on term loan for the period 2009-10 to 2018-19 not provided in books of
accounts worked out by the company is ¥74,34,686/-. Kerala Garments Ltd has defaulted in
repaying the principal and interest of term loan, working capital loan and its interest, and advances.
The entire loan and advances is overdue for more than 90 days.

According to the information and explanation given to us the company has taken steps for recovery
of principal and interest from the subsidiary company. According to the information provided by
the management, Kerala Garments Ltd reconstituted its Board of directors and a meeting was
convened on 21 June 2018. It was decided that necessary actions with the permission of the
Board or Government, will be taken to complete the audit and to strike off or merge the Company
as the case may be.

In our opinion and according to the information and explanation given to us, the company has complied
with the provision of section 185 and 186 of the Companies Act, 2013 with respect to loans, investments,
guarantee and security given.



v)

().

(xii).
(xii).

According to the information and explanation given to us, the company has not accepted any deposit
from the public during the year pursuant to section 73 to 76 or any other relevant provision of the
Companies Act, 2013 and rules framed there under and no amounts are outstanding for repayments on
the Balance Sheet date. Therefore, the provisions of Clause (v) of paragraph 3 of the CARO 2016 are not
applicable to the company.

According to the information and explanations 8iven to us and on our verification the provisions of
maintenance of cost records prescribed by the Central Government under 148 (1) of the Companies
Act, 2013 is not applicable to the company.

According to the information and explanation given to us in respect of statutory dues;

The company is not regular in depositing with appropriate authorities undisputed statutory dues
including provident fund, Employees state Insurance, Income tax, sales tax, service tax, duty of
custom, excise duty, value added tax, cess and other statutory dues with the appropriate authorities
during the year. According to the information and explanation given to us, the following undisputed
amount payable to in respect of aforesaid dues were outstanding as at March 31, 2019 for a period of
more than six months from the date they become payable is given in the statement attached herewith.

According to the information and explanation given to us by the management and as per records of the
Company examined by us there are no dues to income tax, or sales tax or wealth tax or service tax
or duty of custom or duty of excise or value added tax or cess which have not been deposited on
account of any dispute except as given in the statement attached herewith.

In our opinion and according to the information and explanation given to us, the company has not
defaulted in repayment of dues to financial institution , bank, Government or due to debenture holders
except Secured and unsecured loans from government and DRI loan from State Bank of India and
other banks. The statement of lender wise details of default is attached herewith.

According to the information and explanation given to us, the company has not raised any money by
way of public offer/ follow-on offer (including debt instruments). The margin money loan availed by the
company from the Industrial Department of Kerala taken during the year, have been applied for the
purpose for which the loans were obtained.

According to the information and explanation given to us and to the best of our knowledge and belief the
fraud/misappropriations by the company or on the Company by its officers or employees for the financial
year 2018-19 is furnished in Annexure 2.

According to the information and explanation given to us, the managerial remuneration has been paid/
provided in accordance with the requisite agfrovals mandated by the provisions of section 197 read
with Schedule V of the Companies Act, 2013.

The Company is nota Nidhi Company hence clause 3 (xii) of Companies (Auditors Report) Order
2016 is not applicable to the Company.

All transactions with related parties are in accordance with section 177 and 188 of the Companies Act,
2013 in so far as our examination of the proceeding of the meeting of the Audit committee and Board
of Directors are concerned. The details of related party transactions have been disclosed in the
financial statements as required by the Accounting Standard 18- Related Party Disclosure of the
Companies ( Accounting Standard ) Rules, 2006.

The Company has not made any preferential allotment / private placements of shares or fully or partly
convertible debentures during the year under review and hence clause 3 of Companies (Auditors
Report ) Order 2016 is not applicable to the Company.

The Company has not entered into any non cash transactions with directors or persons connected
with them" and hence the clause 3 (xv) of Companies (Auditors Report) Order 2016 is not applicable
to the Company.

The nature of business and the activities of the Company are such that the Company is not required
to obtain registration under section 45- 1A of the Act Reserve Bank of India Act, 1934.

For M/s. PAVITHRAN & MURALI
Chartered Accountants
Firm Regn. N0.002622 S

CA VISHNU.TM

Place: Kannur. Partner

M.No.235614

Date: 31.10.2019 UDIN: 19235614AAAACMO782
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STATEMENT OF ARREARS OF STATUTORY DUES OUTSTANDING FOR MORE THAN SIX MONTHS AS ON 31 MARCH, 2019

REFERRED IN PARA (vii) (a) TO THE ANNEXURE A TO AUDITORS REPORT

Period to 5
i ue [Date of
N f stat Amount | which the
ame of statue Nature of the dues Rs. amount | date  [payment Remarks
relates
The amount payable to
Trivandrum Corporation 2010-11 To| Half
Property Tax in respect building [2160.709.00f 5018.19 | Yearly
No.TC52/2641(1)
. The books of
The amount relating to 150 of accounts are not
Employees State | Head office employee |,y g5799 | 2000-01t0 | 0 reconciled
Insurance Act, 1948 | contribution deducted ’ 2018-19 | month periodically with
but not remitted in ESI outstanding
balance to pay
The amount relating The books of
to Kannur region 2000-01 to | 15" of accounts are not

reconciled
periodically with
month outstanding
balance to pay

Employees State e
employee contribution
Insurance Act, 1948 degugted but ot 7343252 | 2018-19 | next

remitted in ESI

The amount relating to ;ngubnot(s)ksa?g
Employees State Tr|v?ndrum trl()egtl'on 2000-01 to | 19" ©f not reconciled
Insurance Act, 1948 Smg O%e% COS r; u |ont 13,784.78 | " 01819 | next periodically with
eaucte ut no month outstanding

remitted in ESI balance to pay
The amount relating to The books of
Ernakulam  region 150 of accounts are not
Employees State | employee contribution | 3805.12 | 2000-01 | = reconciled
Insurance Act, 1948 | deducted but not onwards periodically with

remitted in ESI month outstanding
balance to pay

Labour Welfare Fund

The Kerala Labour | deducted from 15"
Welfare Fund Act, | employee but not 4.00 2017-18 | january
1975 remitted to the
authority
VAT output not collected 20 of
from customers and not
19,03,694.00
KVAT Act, 2003 paid to commercial tax 2015-16 rr?gr)l(tth
department
Reverse Charge 20" of
CGST Act, 2017 | payable on job work ~ |3,85,774.00| 2017-18 | next
charges month
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STATEMENT OF LOANS DEFAULTED AS ON 31-03-2019:- Dues means Principal And Interest

referred to in_para (viii) to the Annexure A to Auditors Report

Name of the | Loan Amount Amount defaulted as at the Balance sheet Period of Remarks
Principle Interest Total
Govt. of Kerala 1,00,000.00 7,692.00 24,518.00 32,210.00 | 1971-2019
Govt. of Kerala 50,000.00 11,538.46 42,012.00 53,550.46 [ 1973-2019
Govt. of Kerala 1,50,000.00 57,692.00 2,52,648.00 3,10,340.00 | 1975-2019
Govt. of Kerala| 85,00,000.00 | 80,00,000.00] 2,45,63,001.00 | 3,25,63,001.00 | 1977-2019
Govt. of Kerala| 32,50,000.00 | 14,71,307.00| 37,39,198.00| 52,10,505.00 |1978-2019
Govt. of Kerala| 29,82,000.00 | 13,91,900.00| 31,64,034.00| 45,55,934.00 [1979-2019
Govt. of Kerala| 79,05,000.00 | 38,64,550.00| 73,20,790.00 | 1,11,85,340.00 | 1980-2019
Govt. of Kerala| 35,82,375.00 | 17,91,825.00| 52,20,249.00| 70,12,074.00 | 1981-2019
Govt. of Kerala| 16,67,000.00 8,33,500.00| 24,56,356.00 32,89,856.00 | 1982-2019
Govt. of Kerala| 10,25,000.00 5,12,500.00| 15,47,173.00 | 20,59,673.00 | 1983-2019
Govt. of Kerala| 41,55,000.00 | 30,90,050.00| 76,82,017.00|1,07,72,067.00 | 1984-2019
Govt. of Kerala| 13,50,000.00 6,75,000.00| 20,37,692.00 27,12,692.00 [ 1985-2019
Govt. of Kerala 9,25,000.00 5,75,000.00| 17,92,276.00 | 23,67,276.00 | 1986-2019
Govt. of Kerala| 36,38,000.00 | 32,88,000.00| 86,72,337.00 | 1,19,60,337.00 | 1987-2019
Govt. of Kerala| 19,21,885.00 | 19,21,885.00| 60,02,929.00| 79,24,814.00 | 1988-2019
Govt. of Kerala| 32,55,600.00 | 32,55,600.00|1,02,70,564.00 | 1,35,26,164.00 | 1989-2019
Govt. of Kerala| 18,75,000.00 | 18,75,000.00] 57,31,566.00| 76,06,566.00 | 1990-2019
Govt. of Kerala| 29,00,000.00 | 29,00,000.00|1,72,52,380.00 | 2,01,52,380.00 | 1991-2019
Govt. of Kerala| 52,63,810.00 | 52,63,810.00| 1,28,61,953.00 | 1,81,25,763.00 | 1993-2019
Govt. of Kerala| 88,61,115.00 | 88,61,115.00| 3,12,68,086.00 | 4,01,29,201.00 | 1994-2019
Govt. of Kerala| 57,78,000.00 | 57,78,000.00| 1,83,67,282.00| 2,41,45,282.00 | 1995-2019
Govt. of Kerala|1,56,14,500.00 |1,56,14,500.00| 4,41,74,065.00 | 5,97,88,565.00 | 1996-2019
Govt. of Kerala|1,60,02,500.00 |1,60,02,500.00] 4,15,92,399.00 | 5,75,94,899.00 | 1997-2019
Govt. of Kerala|3,48,00,000.00 |3,48,00,000.00{10,30,11,629.00 [13,78,11,629.00 | 1998-2019
Govt. of Kerala| 34,00,000.00 | 34,00,000.00|] 59,30,924.00| 93,30,924.00 | 1999-2019
Govt. of Kerala| 14,00,000.00 | 14,00,000.00| 22,02,527.00| 36,02,527.00 | 2000-2019
Govt. of Kerala| 40,00,000.00 | 40,00,000.00| 53,39,290.00 93,39,290.00 [ 2002-2019
Govt. of Kerala| 15,00,000.00 | 15,00,000.00| 18,67,635.00| 33,67,635.00 |2003-2019
Govt. of Kerala| 15,00,000.00 | 15,00,000.00f 17,53,156.00| 32,53,156.00 | 2004-2019
Govt. of Kerala| 15,00,000.00 | 15,00,000.00| 15,97,384.00| 30,97,384.00 | 2005-2019
Govt. of Kerala| 16,00,000.00 | 16,00,000.00| 15,20,358.00| 31,20,358.00 |2006-2019
Govt. of Kerala 5,00,000.00 500,000.00 1,55,920.00 6,55,920.00 [ 2007-2019
Govt. of Kerala 5,00,000.00 500,000.00 1,46,353.00 6,46,353.00 | 2008-2019
Govt. of Kerala| 32,00,000.00 | 28,80,000.00 8,56,131.00 ( 37,36,131.00 | 2009-2019
Govt. of Kerala| 25,00,000.00 | 20,00,000.00 5,83,151.00 [ 25,83,151.00 | 2010-2019
Govt. of Kerala| 20,00,000.00 | 14,00,000.00 4,14,986.00 | 18,14,986.00 | 2011-2019
Govt. of Kerala| 40,00,000.00 | 24,00,000.00 7,31,425.00 ( 31,31,425.00 | 2012-2019
Govt. of Kerala| 45,00,000.00 | 22,50,000.00 6,59,605.00 [ 29,09,605.00 | 2013-2019
Govt. of Kerala| 65,00,000.00 | 26,00,000.00 7,44.873.00  33,44,873.00 | 2014-2019
Govt. of Kerala| 64,00,000.00 | 19,20,000.00 5,90,203.00 [ 25,10,203.00 | 2015-2019
Govt. of Kerala| 55,00,000.00 5,50,000.00 166.00 5,50,166.00 | 2018-2019
SBI 11,23,108.00 6,04,376.00 - 6,04,376.00 | 1984-2019
Total 18,71,74,893.00 | 15,43,47,340.46| 38,41,41,241.00( 53,84,88,581.46




ANNEXURE-B REFERRED TO EMPHASIS OF MATTER PARAGRAPHS AND OTHER MATTER
PARAGRAPHS OF INDEPENDENT AUDITORS’ REPORTS TO THE MEMBERS OF KERALA STATE
HANDLOOM DEVELOPMENT CORPORATION LTD FOR THE YEAR ENDED 315" MARCH, 2019

10.

11.

12.

13.

14.

The company has valued the stock of finished goods at retail margin method without considering the
age of the stock and realizable value. Hence we are unable to express the correctness of valuation of
finished goods. The Yarn, Dyes, Chemicals and stores items are valued at cost less subsidy receivable
and are accordance with the normally accepted accounting principle.

The inventory as on 31-03-2019 does not include damaged yarn costing ¥1,04,700/- and Cut bits valued
at selling price amounting to ¥1,17,67,075/-. The realizable value of these items are not available, we
are not in a position to quantify the effect on the financial statements.

No provision is created for slow/ non moving finished goods, raw materials and age-wise stock details
are not available. We are not in a position to quantify the effect on financial statements.

Confirmation is not obtained in case of stock of inventory held by third parties for job work valued at
% 76,14,060/- as on 31-3-2019.

The company has not maintained proper records showing utilization of grant/ loan sanctioned under
various schemes. The various grant received from Government as appearing in the Current liabilities
(unutilized portion) ¥ 37,06,95,037/- as on 31-03-2019 is seen not reconciled with the balance held
against the above fund. We are not able to verify whether the grants are utilized for the purpose for
which it is granted.

The Confirmation letters balance of sundry debtors, sundry creditors and loans and advances are not
produced for our verification.

The show room debtors balance as per Demand Collection Balance Statements (DCB) are not reconciled
with debtors balance in general ledger of R.O books.

Long pending advance accounts appearing in the name of employees and others under the head other
current assets which is the amount to be recovered or expenses to be booked.

Long pending un-reconciled entries are seen in the treasury accounts without confirmation of balance.
The details are furnished in Annexure -1

In absence of documentary evidence and confirmation, amount of interest payable to suppliers in the
form of Micro, Small and Medium Enterprises and others under the provision of Micro, small and
medium Enterprises Development Act, 2006 could not be ascertained.

According to Companies Accounting Standard (AS) 15 “Employees Benefit”, provision for leave
encashment should be made on the basis of Actuarial Valuation but the company made provision for
leave encashment on its own calculation on the basis of assumption that existing employees are
entitled to their earned leave at the year end.

The details of deferred income amounting to ¥ 10,28,048/- included under the Reserves and surplus
(Note no 2) is not available with the company. The Company has not recognized any part of deferred
income in the profit or loss account and has been carrying the same amount as from the previous
financial year.

No interest has been provided on loan amount of ¥ 6,04,376/- availed from SBI and other Nationalised
Banks on behalf of weavers under DRI scheme. We are unable to quantify the interest as no records are
made available to us.

Other current liabilities include Thrift Fund balance- ¥ 1,38,79,726/-, the control account balance in ledger
is seen not tallied with schedule of balances weavers accounts at the year end.

]



15.

16.

17.

18.

19.

20.

21.

22.

23.

We could not verify the correctness of interest payable to Government of Kerala amounting to ¥ 5,78,329/-
being interest accrued and due on borrowing included under Other Current Liabilities.

We could not verify the correctness of interest on Government Loans amounting to ¥ 1,82,03,977/-
and penal interest ¥ 3,70,408/- included under the head Finance cost as adequate records of terms
and condition of loan amount availed are not made available for our verification.

Out of long term borrowings ¥ 17,25,24,111/-, loan amount of ¥ 15,43,47,340/- overdue for payment as
on 31-03-2019 which is not shown as current liabilities as required in the revised format of Schedule
[l of Companies Act . The company continue to classify the loan “non-current” as on the balance sheet
date since loan is not actually demanded by the government at any time prior to date on which the
financial statements is prepared and proposal is with government to convert the loan amount and its
interest dues into Equity Share capital.

The Share application money ¥ 18.53 crores appearing as per note No. 3 represents ¥ 0.80 crores
received in the financial year 2018-19 from the government of Kerala as share capital contribution. As
per the terms and condition, the company shall issue share certificate to the Government of Kerala
within a month of receipt of share capital contribution. The company is not allotted the shares and the
amount still appearing in the Balance sheet under the head Share application money pending allotment
as on 31-03-2019. The share application money pending for allotment is not shown as current liability as
required by the Schedule Il of the Companies Act, 2013.

The company has not provided for interest payable to the Government of Kerala for the various loan
amounting ¥ 288.99 lakhs availed for the period up to 1995-96 and the interest and penal for the period
worked out the company is ¥ 492.98 lakhs resulted in understatement of other liabilities and reserves
and surplus.

The Company is a Sick Industrial Company under the Companies Act. since its accumulated net losses
equal or exceeds its entire net worth and company incurred cash loss for the current year and in the
immediate preceding financial year, .As per information provided by the management, Government of
Kerala vide letter No. 16646/C1/13/1D dated 01-03-2014 has directed to not to refer the Corporation to
BIFR (NCLT).

The company is liable to prepare Consolidated Financial Statements incorporating the audited financial
statements of the Subsidiary Company Kerala Garments Ltd As per Section 129 (3) of the Companies
Act, 2013. The audited financial statement of Kerala Garments is available only up to the financial year
2008-09 and hence the provision of the Companies Act, 2013 is not complied.

The company has changed its method of accounting with respect to yarn issued to weaves for production
of fabric on Job work basis as well as receipt of Fabrics so manufactured. During the previous years, the
issue of Yarn was treated as Sales and the receipt of Fabric, as Purchases which was contrary to AS 9
— Revenue Recognition. This change in accounting treatment has resulted in understatement of Purchase
of Stock in trade as well as Sales by ¥ 4,46,30,052/-.

The Board Meeting with reconstituted Board of directors of KSHDC Limited held on 21-06-2018 decided
to merge its subsidiary company Kerala Garments Ltd or strike off its name subject to the approval of
Government of Kerala and Compliance of provisions of Companies Act.

For M/s. PAVITHRAN & MURALI
Chartered Accountants
Firm Regn. N0.002622 S

CA VISHNU.TM

Place: Kannur. Partner

M.No.235614

Date: 31.10.2019 UDIN: 19235614AAAACMO782



ANNUXURE -1

A. Inoperative Treasury Account with no Confirmation of balance. These accounts are carried over in
company’s books without any operation and confirmation of the balances;

Dr. Balance

Alc No Name of Bank as per Book. Rs Remarks

337 Dist. Treasury - Kollam 6,227.00
Dist. Treasury - Kottayam 742.00

Dist. Treasury- Pathanamthitta 5,483.00

230/1 Dist. Treasury Kannur 2,184.00
590/1 Dist. Treasury Kasaragod 574.00
8443.00-106 Dist. Treasury Malappuram 3,271.00
42/1 Dist — Treasury Thamarassery 3,327.00
106 Dist- Treasury - Wayanad 404.00
Total 22,212.00




‘paaledalliodey Aimmbuyg

Anp Surwaaojiad

pue paiojdwod Aimnbuyg u1 91qisuodsaaa‘Aanp wogjy ‘eduasqe pasrioyineun £10Z-v0-g0yo'm| (dL)S ‘[ UeieypassenyL s €
‘6T02-L0
-£T AP 19P.I0 9PIA 2I1AIDS U3 . . 910Z'ZT'ET P §
W01y POSSIUSIQ POAISISI aurdosi Jo Yoea.aqIdNpuodSIA ‘SoIIIeN3a.1Il SSoI1H "o ponsst owap s81eUD SdS‘d'D’powimreyuny LIS z
ja1o0day ‘palejdwoon Limbug
HeEYNERERT LT02Z°20'T0 ‘ A TAT
J10doy "pererdwios Armbug saanpadoad adadoad Inoyiim ajedynaa) adualradxyg Jo anss| uo panssi owsy o8184D V/S ‘ueipueydewWeyd A IN'TIS T
snjels yuasaad uoseay anssi adxey)d sweN| "ON IS
(seonoeadejn /310NPUODSIA)-SURJI0AA So2Loidwuyg
1oA0 PopUE Sse[es 1IpaJ1d pazLlioyineun
(ANYV ‘W' L'ueleanqeg popuey ssoa8oad uo Lxmbug 610zZ-10 pue SI9p.J0o 921JJO JO 22U IP2qOSIP|SH°'028°'62°2 810Z-¥0-60J oM J93ded ‘uosuyof uosuif IT
sjuswndoq -G T 1p 1013191 12d sy
1QI10yap 3}o203s ‘puny jo uonerrdoaddesiy
‘o™
apdng‘Arueuuey 6T0Z-10| 69°SSZI8'S "SY 10J ‘LT0Z ‘9T0Z safes| | P Cen. - .
‘4/S)NA A'uedeyreag E“%ﬁwﬂwwwwm ssaxdoxd uo Lumbug -0€ 1p 1013191 1ad sy | uoniqiyxyg ur punjy jo uonerrdoaddestin 69'S52°18'S 8102-£0-103F oM A23Red Y Tewnee| ot
"Sa[es 1IpaJo pazLioyineun
Q1/SIW'vasend 1m0 bopuet ssaa8oad uo Lumbug [T1-¥2Z pue wHowNHyww SOIES APOId SpAemol SLZ10'B0 € -/1€8°€9'8 8102-20-6T 3°oMm 123ded ‘A Lnqed| 6
1 sjuswndo(q N P d Jo A19A029a pue 1231s13aa Sunepdn 3 bt a
“613p Iomdr1ed sy ul aanjrej ‘puny jo uonerrdoaddesiy
‘Axmbus ay3 uadoaa
0] papIdap juswaSeuey pue -/198°€0‘8 sy 10j aoandwod
‘Arueuues] jaoday Limmbug ay3z 3surele ySnoayy jusunsnipe 3}201s -/8Z0°€0‘Z
. e 19240 poapuey 8T0Z-0T| . e o .
0AD ' MayIeW [Tun syuewmoog| MO USIH olq.uoH axojeqf 1p 1omo] aod sy| S¥ 10 SIIA [EnUEW pue S{[Iq aeandwod |-/€TH2S 2T 810Z-T0-0E oM Vv/s ‘weyeiqy Anmisowe([ g
S (AU VN L ueleanqeg uonnad 1A paly aa4Lodwa 24l usamiaq padnou santem3aaar
juanburaqg ‘paaradaa ‘“puny jo uonnerrdoaddestiiy
1a10day "parejdwod Lainbuyg
Vv/STerersys . £
‘S /S'S-rewmsLIe wooamoys Apnpiejeyd
o/ o uZWOL 1940 papuey ssaaS8oad uo L1nbu 8102-40 e 19910 Jotadns Surpueyuew pue / ‘Bz otm a9xded eloa
.On_nW.VM.\,_MamW—w_mnM,_.T::M sjuswmosoq : q -z01p 1omd[aad sy| so[es 1IpaJd pazLioyineun - /ST HZ9 YSrveo 8102-10-503 PPEd 'V L EiesUs Z
An—u_\awﬁw.—z.rﬁ.:m_mh:.ﬂmm— sy jo puny jo uoneridoaddesin
apdnsiATueuuely] I9A0 papuey 8T02-LO 0S'981°099 "SY 103 ISP cept P . -
‘OV'd' N Uafusay syuswndog sseadoad uo Lunbug -% T 1p 101191 12d sy 3003s pue punjy jo uonerrdoaddesiy -/889'56'8 L102-21-6CF M uoed D v tewnAiuy o
Sa[es 1IpaJd paziioyineun pue
S/Srewn3Liey I19A0 papuey 8T02Z-40 ‘poraad Suo] e 10j puey Ul A19A0D9.1 e . .
‘0/1 WA udfeaas sjuswnoog poasrduios Lrmbug -Z0 3p 1oMn91 19d sy I1pa.Id spIemol -/TEHZL 'SH Jo wins /YITYET 4r0z-Tl-6zyom APDEd A remuns S
e Surdaas £q punj jo uonerrdoaddesiy
. I9A0 papueyqy 8T0Z-20 “S9Tes 3Ipa.1d pazuoyneun| . - N . B
DO (Mmpurg sjuswmooq paladwod Limbuyg _pT 3p 1om0] 10d SV pue puny jo uoneridoiddesiy /2€6'¥8T LTO0Z-TT-923aMm v/s ‘eltin LD v
0S'I89TV'T
Vv/S ‘L ueapuaans 1940 papuey 8102-0T 'SY JO IDPYOP 3O03S pue 1Z'906°L08 e Fp o p
‘SdS ‘V pe4is sjusawnosoq sso180.d uo LAumbug -T0 2p 101391 12d sy 'Sy -10J Sa[es }Ipa.dd pazLioyjineun -/88s'6t'6 810Z'V0'v0Jom v/s ‘peuidon Kely €
‘“punj jo uonerrdoaddesiy
'610Z-%0-0€ UO 201AI0S
wo.ay paanay ‘uoisuadsns
@injosqe pue -/000°SZ "SH
“IreN Uelewns{aa.r J9A0 papue - 9103 . EETCCENER (oat
| .w.<~n_._\,_.£u.v”_:o~m* wu:mmcMUOM 30 .2uLd,, 30 Juswaysiund -€1 P LouuM_HLOoNQ MW [euo18ay woay sajes ﬁmNﬁW%uﬂm:M -/veiez L102-T1-g239Mm 0 :m\nm_:h—mm _Lm z
i Sursoduwr £q aod1a19s : N N
03Ul pajeIsulay ‘paAladad
110day "parajduwod Aaxmbug
SIopio
aaxped ‘H N [owtulfe 9D1JJO JO 92UDIPOqOSIP PUE 0G°LLT9
.m\m.m_v.w:mﬂ ”HMEZ&@@&M 1940 papuey ‘PoAIRDaL J10day 8102-10 aﬂ.mw Jjo ﬂuGMﬁDv-uOWmﬂmm_mmmﬂ—uw.-u -/955081T LT0Z-80-0T Jom a93oed “1 D Jewnyelely T
i sjuswndo( | Axnbuy ‘paisjdwod Linbuzg| -9 1p 19139] 12d sy cC y N
‘SdS‘V'PeAls POZLIOYINEUN SPIEMO} 9Z'8LE VLT
sy 10j puny jo uoneradoaddesin
sSjuLwIndo HU@QF—W
SS9UIIM JO ISI] ¥ j0 mﬂuNuM snje)ls Juasaad| pajreniul Aammbug uoseay| asaxeyn aad uorsuadsng uoneudisag pue saweN| ou s

se) junowy

(seonoeadie/uoneridoaddesi)-saakojduyg papuadsnsg

Jea/k a3 Suranp paiaodaa suonerrdoaddesip/pnerq

< — HdNXNNNV



ANNEXURE -C
TO THE AUDITORS REPORT TO THE MEMBERS OF
KERALA STATE HANDLOOM DEVELOPMENT CORPORATION LIMITED, KANNUR
FOR THE YEAR ENDED 315T MARCH, 2019.

Report on the Internal financial controls under Clause (i) of sub section 3 of section 143 of the Companies

Act, 2013 (“the Act”).

We have audited the internal financial controls over financial reporting of Kerala State Handloom Development
Corporation Limited, (the Company) as of March 31, 2018 in conjunction with our audit of standalone financial statement
of the Company for the year ended on that date.

Management Responsibility for Internal Financial Controls.

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

Auditors Responsibility

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

Our audit involves performing procedures to obtain audit evidence about the adequacy of internal financial controls,
system over financial reporting and their operating effectiveness. Our audit of internal financial controls over financial
reporting included obtaining an understanding of internal financial controls over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk. The procedures selected depend on the auditor’'s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error.

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

Meaning of Internal Financial Controls over Financial Reporting.

ACompany’s internal financial control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. ACompany’s internal financial control over financial reporting
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the Company; (2) provide reasonable assurance that



transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the Company are being made only in accordance
with authorizations of management and directors of the Company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the Company’s assets that could have a
material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting.

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

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial controls system over
financial reporting and such internal financial controls over financial reporting were operating effectively as at 31st
March, 2018, based on the internal control over financial reporting criteria established by the Company considering the
essential components of internal control stated in the Guidance Note on Audit of Internal Financial Controls over Financial
Reporting issued by the ICAI.

For M/s. PAVITHRAN & MURALI
Chartered Accountants
Firm Regn. N0.002622 S

. CA VISHNU.T.M
Place: Kannur. Partner

Date: 31.10.2019 M.NO.235614
UDIN: 19235614AAAACMI782



ANNEXURE -1 TO THE AUDITORS’ REPORT.

[Referred to in paragraph 1 of “other legal and regulatory requirements” of our Audit Report on the Statement of Directions
& Additional directions under Section 143 (5) of Companies Act, 2013 Issued by Comptroller & Auditor General of India

for the year 2017-18]

ANNEXURE-A
S| o " Action Taken and Impact
No. Details/ Directions Auditor's Reply on Accounts & Financial
Statements
1 | Whether the company has system in | Most of the transactions are | rnoq ig ng financial impact
place to process all the accounting | processed manually at inception | o o oints)
transactions through IT system? If yes, | and then fed into accounting
the implications of processing of | software. Transactions in various
accounting transactions outside IT | showrooms under the Company
system on the integrity of the accounts | are compiled manually and then
along with the financial implications, if | fed into the system. Stock records
any, may be stated. are prepared manually and
quantitative particulars are not
entered in the system.
2 Whether there is any restructuring of an | There is no restructuring of an | There is no financial impact
existing loan or cases of waiver/write | existing loan or cases of waiver/ | on the accounts.
off of debts/loans/interest etc. made by | write off of  debts/loans/interest
a lender to the company due to the | reported during the financial year.
company’s inability to repay the loan? If
yes, the financial impact may be stated.
3 | Whether funds received/receivable for | The company has not maintained | There is no financial impact
specific schemes from Central/State | proper records showing utilization | on the accounts.
agencies were properly accounted for/ | of grant / loan sanctioned under
utilized as per its term and conditions? | various schemes. The balances
List the cases of deviation may be given. | in books as Grant received have
not been reconciled with the
balance held against the fund. We
are not able to verify whether the
grants are utilized for the purpose
for which it is granted.

Place: Kannur.
Date: 31.10.2019

For M/s. PAVITHRAN & MURALI

Chartered Accountants
Firm Regn. No0.002622 S

CA VISHNU.TM

Partner

M.NO.235614

UDIN: 19235614AAAACM9782



ADDITIONAL DIRECTIONS FOR AUDIT OF COMPANIES ENGAGED IN MANUFACTURING SECTOR
ANNEXURE-B

Sl.

No.

Details/ Directions

Auditor's Reply

Action Taken and Impact on
Accounts & Financial Statements

Whether the Company’s pricing policy
absorbs all fixed and variable cost of
production as well as the allocation of
overheads?

The Corporation has been loading
38% on the total cost of production
in order to absorb the fixed,
variable and other overheads. No
proper costing method exists to
ascertain the cost of production
and for fixing the selling price.

Action  pending. The
financial impact is not
ascertainable on standalone
financial statements of the
Company.

Whether the company has utilized the
Government assistance for technology
upgradation /modernization of its
manufacturing process and timely
submitted the utilization certificates.

No utilization during the year.

There is no impact on
standalone financial
statements of the Company.

Whether the company has fixed norms
for normal losses and a system for
evaluation of abnormal losses for
remedial actions is in existence.

No fixed norms for nprmal loss and
a system for evaluation of abnormal
losses exist.

There is no impact on
standalone financial
statements of the Company.

What is the system of valuation of by-
products and finished products? List out
the cases of deviation from its declared

policy.

The company values the stock of
finished goods in retail margin
method.

The financial impact is not
ascertainable on standalone
financial statements of the
Company.

Whether the effect of deteriorated stores
and spares of closed units been properly
accounted for in the books.

No manufacturing units has been
closed during the year.

There is no impact on
standalone financial
statements of the Company.

Whether the company has an effective
system for physical verification, valuation
of stock, treatment of non-moving items
and accounting the effect of shortage/
excess noticed during the physical
verification.

The procedure of physical
verification of inventory is done at
the end of the year. Non moving
items are not identified at the time
of physical verification. Shortage/
excess of stock noticed was
accounted properly. Age wise stock
details are not ascertainable

Yes. The financial impact is
not ascertainable.

State the extent of utilization of plant and
machinery during the year vis-a-vis
installed capacity.

No proper records of utilization of
machinery hours and its
productivity details are available.
The company is seen utilized
outside facility for the printing its
own fabrics due to lack of proper
machineries at the unit.

The financial impact is not
ascertainable.

Report on the cases of discounts/
commission in regard to debtors and
creditors where the company has
deviated from its laid down policy.

No such deviation in policy for
discounts/commission in regard
to debtors and creditors noticed
during the year

There is no impact on
standalone financial
statements of the Company.

Place: Kannur.
Date: 31.10.2019

For M/s. PAVITHRAN & MURALI

Chartered Accountants
Firm Regn. N0.002622 S

CA VISHNU.TM

Partner

M.NO.235614

UDIN: 19235614AAAACM9782




OFFICE OF THE ACCOUNTANT GENERAL (ECONOMIC AND
REVENUE SECTOR AUDIT) 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 KERALA STATE HANDLOOM DEVELOPMENT CORPORATION
LIMITED, KANNUR FOR THE YEAR ENDED 31 MARCH 2019.

The preparation 'of financial statements of Kerala State Handloom Development Corporation
Limited, Kannur for the year ended 31 March 2019 in accordance with the financial reporting
framework prescribed under the Companies Act, 2013 (Act) is the responsibility of the
management of the Company. The statutory auditors appointed by the Comptroller and Auditor
General of India under Section 139(5) of the Act are responsible for expressing opinion on the
financial statements under section 143 of the Act based on independent audit in accordance with
the standards on auditing prescribed under section 143(10) of the Act. This is stated to have been
done by them vide their Audit Report dated 31 October 2019

I, on behalf of the Comptroller and Auditor General of India, have conducted a supplementary
audit of the financial statements of Kerala State Handloom Development Corporation Limited,
Kannur for the year ended 31 March 2019 under section 143(6)(a) of the Act. This supplementary
audit has been carried out independently without access to the working papers of the statutory
auditors and is limited primarily to inquiries of the statutory auditors and company personnel and a

selective examination of some of the accounting records.

On the basis of my supplementary audit nothing significant has come to my knowledge which
would give rise to any comment upon or supplement to statutory auditors' report under section
143(6)(b) of the Act.

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

Thiruvananthapuram K.P. AN
Dated: 11.12.2019 ACCOUNTANT GENERAL (E&RSA), KERALA







Form No. MGT-11
Proxy form
[Pursuant to 105 (6) of the Companies Act 2013 and rule 19 (3) of the Companies
(Management and Administration) Rules 2014]

CIN ; U74140KL1968SGC002181

Name of the company ; Kerala State Handloom Development Corporation Ltd.
Registered office : Kannur

Name of the member (s)

Registered address

E-mail Id

Folio No./Client Id

DPID

I/We, being the MembBEr (S) OF ..o shares of the above named Company, hereby
appiont

Address

E-mail Id

E-mail Id

as my/our proxy to attend and vote (on a poll) for me/us and on my/our behalf at the 51th Annual General Meeting of the
Company, to be held on Tuesday 31st December 2019 at 3.30 p.m. at Kannur and at any adjournment thereof in
respect of such resolutions as are indicated below:

Resolution No.
1.

2.
3.

Signedthis .........c........ 01\ VA0 2019 Signature of shareholder
Signature of Proxy holder(s)

Note : This form of proxy in order to be effective should be duly completed and deposited at the Registered Office of the
Company, note less than 48 hour before the commencement of the Meeting.



6a0d00 Mo. MGT-11
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(eRAAMIMIESm 20emeinang) mwaoe 19 (3) 9o (al@deo

ml. 6. a@ : U74140KL1968SGC002181
SMMIQIAS Cnl@ : CHE8 oMM 66SOVA Ml&MM EBIARIENHm aillgal’
eglaugisa’ @anlm’ : Sqnad

A2AMINIOS Gal@
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€a0)SleWI Mo

Wlail aap

B8 G aNFRo AWML IBANY eEIB1END AllAINML HAMINIW GIM/EMETBUB ........ceervrerirriiiiriiiinieenreieseeieaeens
opmIng 2019 almomid 31-30 @WEI AanpPYal 99WBE a0 3.30M MSSNIM EIBRIENHNNG 51-)20) (BaS
A DORSWINODIRI0 S:35IAM ERSAM (RIMTIO B XOERIN0 OIEI2IMETBHSSISNIAM MIS] ANSHNISWINMBTS GRG0 ndIIlos

al®0o aNNEISIM@IM Mlewirslenm;.

ANMVAIZHUD Mo
1
2
3
2019, GAMBALOGIOM ......oveerrernrrerrrrrrrrerrerreeeeeeeeeeeeeeaaeeaeens o0 ERW aclglEleanym;.
aal aal
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&ylai : alglouilmn 48 aemleagd 23emi &gRieled @leg)el cneRas eeBaien-an) eElmigsw’ Blanlmilod Slgomennigpo
&M 13 MG WESHERMIEM.
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CSRS MoOIM HASOMA] Nile MM EIARIENaHM Al
e%). ER01M": mleg)el enday, &:gnad

@EROMWMM’ / GrA2a0d qlai
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e} At BEanWBA2)E &350 Qla13e: B8 BrREnGIconmMmIEM
adnielzilmeamd 6&IS;OURISN3M MMUNJo 6nlBIo 2130IAS CalBON)G:.

mmud GnlRo @RI Jo

COIBRICNAUMIGRL .....ccovreeerreeerrreenrrneenns AnHWNISIAS OSAWIEM 600D aMM MWASIOAAN AaIIM]. ESIBRIENHNY
2019 aulmoenid 31-20 @@ AandONYal D9lWOE ERaHo 3.30 M RNINGRNEE HMANN} aleiles aaRIENN & Gludaf
omajd, cdnwIal endnl, SENIRIT3 HNlg] MSSeIM 51-220) MBS HaDOERINOTIGS, POY andRE mIMIG3
CRALAAISITMIM]. BWANW] HAMUNIEHM) EaldSMIIICHM) ad)(M) CREUORISITTS:.

2MINGAS / Gl & MIWAS Bai
&0la’:  6amad / eanamil 9 qla alflosilod aeImnIeeMMI
nlenIBMm SNNSOUIES Bailg nBodiilleanemmiarem.

Kerala State Handloom Development Corporation Ltd., Kannur
Registered Office : Thilleri Road, Kannur %

| ATTENDANCE / ADMISSION SLIP | hanveey

Please complete this slip and hand it over at the entrance of the meeting hall. Joint Shareholders
may obtain additional slips on request.

(No. & Name of Shareholder / Joint holders and address as given on the envelope are to be furnished
below in BLOCK LETTERS

No. Name and Address

| Certify that | am a registered shareholder of the Corporation and hold ............ccccooeeiiiiiiiiennnnn. Shares.
| hereby record my presence at the 51th Annual General Meeting at Jawaharlal Nehru Public Library &
Research Centre, Yogasala Road, Kannur-1 on Tuesday the 31st December 2019 at 3.30 p.m.

Member / Proxy

Note: = Shareholder/ Proxy holder must bring this slip to
the entrance duly signed.



