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INTRODUCTION

I, the Chairperson, Committee on Public Undertakings (2023-2026) having
been authorised by the Committee to present the Report on its behalf, present this
40™ Report on Corporate Social Responsibility Of PSUs (Malabar Cements Limited,
Kerala Minerals and Metals Limited, Kerala State Industrial Development Corporation
Limited, Kerala State Civil Supplies Corporation Limited and other 12 PSUs}) based
on the report of the Comptroller and Auditor General of India for the year ended
31% March, 2016 relating to the Public Sector Undertakings of the State of Kerala,

The aforesaid Report of the Comptroller and Auditor General of India was
laid on the Table of the House on 23-5-2017, The consideration of the audit
paragraphs included in this report and examination of the departmental witness in
connection thereto were made by the Committee on Public Undertakings
(2021-2023) at its meetings held on 19-1-2022, 6-10-2022, 21-10-2022 and
6-12-2023 and Committee on Public Undertakings (2023-2026) at its meeting held
on 20-3-2024, '

This Report was considered and approved by the Committee (2023-2026) at
its meeting held on 29-1-2025.

The Committee place on record its appreciation for the assistance rendered to
them by the Accountant General (Audit), Kerala in the examination of the Audit
paragraphs included in this Report.

 The Committee wishes to express thanks to the officials of the Industries
Department and Food and Civil Supplies Department of the Secretariat and the
Malabar Cements Ltd., Kerala Minerals and Metals Limited, Kerala State Induswial
Development Corporation Limited, Kerala State Civil Supplies Corporation Limited,
Rehabilitation Plantation Limited, Transformers and Electricals Limited, Kerala
Agro Machinery Corporation Limited, Kerala State Beverages (M&M)
Corporation Limited, Kerala Forest Development Corporation Limited, Kerala
State Backward Classes Development Corporation Limited, Kerala Urban & Rural
Development Finance Corporation Limited, Kerala State Electronics Development
Corporation Limited, Pharmaceutical Corporation (Indian Medicines) Ltd.
{Oushadhi), State Farming Corporation of Kerala Lid., Kerala State Industrial
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Enterprises Limited and Kerala State Power & Infrastructure Finance Corporation
Limited for placing the materials and information solicited in connection with the
examination of the subject. The Committee also wishes to thank in particular the
Secretaries to Government, Industries Department, Food and Civil Supplies
Department and Finance Department and the officials of Malabar Cements Ltd,,
Kerala Minerals and Metals Limited, Kerala State Industrial Development
Corporation Lisnited and Kerala State Civil Supplies Corporation Limited who
appeared for evidence and assisted the Committee by placing their views before the
Committee. i

E. CHANDRASEKHARAN,

Thiruvananthapuram, Chaitperson,
114 February, 2025. Comunittee on Public Undertakings.
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REPORT NO.3
ON
CORPORATE SOCIAL RESPONSIBILITY OF PSUs.

(Malabar Cements Limited, Kerala Minerals and Metals Limited,
Kerala State Industrial Pevelopment Corporation Limited, Kerala State Givil
Supplies Corporation Limited and other 12 PSUs")

Audit Para 3.3(2015-16)
Corporate Social Responsibility of PSUs

Intreduction

3.3.1 Corporate Social Responsibility (CSR) refers to operating husiness in a
manner that accounts for the social and environmental impact created by the
business. Through CSR, companies give something back to society. CSR means
‘and includes projects or programmes on eradication of hunger, poverty and
malnutirtion, promoting gender equality, promoting education, empowerment of
women, ensuring environmental sustainablity, protection of national herifage, ete,
CSR is governed by provisions of the Companies Act, 2013 (Act) and Companies
(Corporate Social Responsibility Policy) Rules, 2014 { CSR Rules). -

According to section 135 of the Act, companies with annual turnover of 31,000 crore
or more or net worth of X500 crore or more or profit (before tax) of X5 crore or more -
in any of the three preceding financial years® have to spend at least two per cent of
average profit® of such preceding financial years on CSR activities from 2014 15
onwards, giving preference to areas around their bperauon.

1 (1) Rehabilitation Plantation Limited, {2) Transformers and Electricals Limited, {3) Kerala Apro
Machinery Corporation Limited, (4) Kerala State Beverages (M&M) Corporation Limited, (5) Kerala:
Forest Development Corporation Limited, (6) Kerala State Backward Classes Development Corparation
Limited, (7) Kerala Urban & Rural Development Finance Corporation Limited, (8)Kerala State
Electronics Developiment Corparation Limited (KELTRON), (9) Pharmaceutical Corporation (indian
Medicines) Lid (Qushadhi), (10) State Farming Corporation of Kerala Ltd, (11) Kerala State Industrial
Enterprises Limited, (12) Keral: State Power & Infrastructure Finance Corporation Limited.

2 Vide Circular No: 21/2014 dated 18/6/2014 of Minsitry of Corporate Affairs, Government of India.

3 Average of profit made by them during the three immediately preceeding financial years.

353/2025.



As of June 2016, 23 Public Sector Undertakings (PSUs) in Kerala came under the
purview of CSR during 2014-15 to.2015-16. We assessed compliance of these
PSUs with the provisions of the Act/ CSR Rules/ orders and notifications issued by
Ministry of Corporate Affairs (MCA), Government of India (Gol), on CSR. Audit

findings are discussed in the succeeding paragraphs.

Audit Findings

Formulation of CSR Policy and CSR spending
Non-constitution of CSR. Commiittee and non-spending on CSR

3.3.2 As per Section 135(1) of the Act, each of the 23 PSUs was to constitute a
CSR Committee consisting of three or more directors, out of which at least one
director shall be an independent director. The CSR Committee was to formulate
and recommend a CSR Policy and the amount of CSE. expenditure to Board of
Directors (BoD) and monitor the CSR Policy of the Company.

We noticed that out of the 23 PSUs, 13 PSUs (Appendix 13) did not constitute the’
CSR Committee or formulate the CSR Policy (as of June 2016). Among these 13
PSUs, three PSUs had negative average net profit during the three preceding
financial years and hence, were not required to spend on CSR while balance 10
PSUs were required to spend on CSR.

0Oil Palm India Limited and Kerala Agro Machinery Corporation Limited, though
coming under the purview of CSR law, spent I0.33 crore (against the minimum
requirement of 0.50 crore) for CSR activities without constituting a CSR
Committee or formulating a CSR Policy. As the amount was spent without
constituting CSR Committee or formulating a CSR Policy, the CSR spending of
these two PSUs was irregular.

Similarly, eight PSUs were required to spend at least X7.93 crore on CSR during
2014-15 and 2015-16 as detailed in Appendix 14. But, they did not spend any
amount on CSR during the above period.



GoK replied (October 2016) that Kerala State Power and Infrastructure Finance
Corporation Limited (KSPIFC) had spent X0.25 crore in 2014-15 on a project for
developiment of woman and child ward at Government Taluk Head Quarter
Hospital, Nilambur and was eligible for including the same as CSR. The reply was
not tenable as 0.25 crore spent during 2014-15 was part of 0.50 crore donation
given to Government Taluk Head Quarter Hospital, Nilambur as per Government
Order dated 27 July 2013 and not the amount earmarked for GSR during 2014-15.

State Farming Corporation of Kerala Limited replied (June 2016) that their profit
before tax during 2014-15 was less than 5 crore and herice, they were not liable to
spend on CSR. The reply was not acceptable as its annual profit before tax
exceeded I5 crore during the preceding three years. Transformers and Electricals
Kerala Limited replied (February 2017) that BoD decided not to spend for CSR
activities since the Company was continuing in huge losses. Other five PSUs
accepted the audit finding and assured compliance with CSR laws.

Non/ incorrect reporting on CSR activities

3.3.3 According to Section 135 (5) of the Act, in case of failure of a company to
spend minimum 2 per cent of average profit on CSR, the BoD shall in its repart’
include the reasons for non-spending.

Out of the ten PSUs which did not spend the required minimum amount on CSR,
three PSUs® did not report the reason for non-spending and three PSUs® wrongly
reported that CSR Rules were not applicable to them. The remaining four PSUs
were yet to publish their Annual Report as of June 2016.

KSPIFC replied (June 2016) that non-spending was not reported in the Directors’
Report due to oversight and necessary disclosures would be made in the next year’s

4 Report attached to the financial statements laid before a company in general meeting as per Section
134 (D) (3} of the Act. .

5 Kerala State Power and Infrastructure Finance Corporation Limited, Transformers and Electricals
Kerala Limited and Oil Palm India Limited.

6 The State Farming Corporation of Kerala Limited, Kerala Forest Development Corporation Limited
and Kerala Agro Machinery Corporation Limited,
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report. Tw6 PSUs’ accepted the audit finding while Kerala Forest Development
Corporation Limited replied (July 2016) that they were not aware of the circular
dated 18 June 2014 of MCA and assured that the audit finding will be brought to
the notice of BoD. J

State Farming Corporation of Kerala Limited replied (June 2016) that the matter
was reparted correctly in the Annual Report 2014-15. The reply was not tenable as
profit for the period 2011-12 and 2013-14 exceeded X5 crore and thus, the

" Company came undet the purview of CSR law.
Deficiencies in spending on CSR.

3.3.4 Ten out of the 23 PSUs covered in audit had constituted CSR committee as
well as formulated a CSR policy and spent 10.74 crore (Appendix 15) on CSR
activities' during 2014-15 and 2015-16. The following deficiencies were noticed in
the CSR expenditure incurred by these 10 PSUs.

- Non-spending on CSR

3.34.1 'Two PSUs’ did not spend any amount on CSR during 2015-16 though they had
to spend %0.67 crore as per the Act.

Rehabilitation Plantation Limited seplied (July 2016) that they would spend the amount
earmarked for CSR during 2016-17.

Non-display of CSR Policy in website

3.3.4.2 Section 135(4) () of the Act and Rule 9 of CSR Rules specify that the approved
CSR Policy shall be displayed on the company's website. Four PSUs® did not displa
the CSR Policy on their website, '

Kerala Agro Machinery Corporation Limited and Transformers and Electricals Kerala Timited.
Rehabilitation Plantations Limited and Kerala Transport Development Finance Corperation  Limited,
Kerala State Backward Classes Development Corporatien Limited (KSBCGDC), Kerala Transport
Development Finance Corporation Limited (KTDFC), The Pharmaceutical Corporation (Indian
Medicines) Kerala Limited (TPCKL) and Malabar Cements Limited (MCL).

0|~
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At our instance, three PSUs" agreed to display their CSR Policy on their
websites, while Malabar Cements Limited replied (August 2016) that they had
displayed the Schemes of assistance on their website. The reply is not tenable as
this amounts to violation of Section 135{4) (a) of the Act and Rule 9 of CSR Rules,

Inclusion of actiivities in the CSR Policy undertaken in pursuance of normal
course of business,

3.3.4.3 According to CSR Rules, a company shall undertake CSR activities as per
its stated CSR policy. Activities undertaken in pursuance of normal course of
business of a company shall not be treatad as part of CSR.

We observed that the CSR Policy (Item number- 1) of Kerala state Backward
Classes Development Corporation Limited (KSBCDC) (engaged in the upliftmenc
of backward classes and minority communities by rendering financial assistance)
states that where loanees are unable to repay loan due to fatal disease, accident,
death etc., after ascertaining the position of the familj, the principal, interest and
compound interest would be partially or completely waived by including them
under the Loanees Distress Relief Fund (LDRF) scheme. The LDRF is a fund set
up to meet any futore contingencies that may arise out of death or accidental
disablement of the loanees. This is directly related fo the business activity. of
KSBCDC and hence, item number-1 dozs not come under the purview of CSR.

GoK replied (Janvary 2017) that if the LDRF scheme of the Company could not be
counted under the ambit of CSR activity, necessary corrective action would be
taken in future,

CSR spending on inadmissible activities

3.3.4.4 Ministry of Corporate Affairs (MCA), Gol stipulated” that expenses incurred by
companies for the fulfillment of any Act/Statute or Regulaﬁons; would not count as
CSR expenditure under the Act, The Kerala Minerals and Metals Limited had spent an
amount of ¥1.09 crore as part CSR activiity during 2014-15 and 2015-16, out of which

10 Kerala State Backward Classes Development Corporation Limited (June 2016), Kerala Transport
Development Finantial Corporation Limited (May 2016) and The Pharmacentical Corporation
(Indian Medicines) Kerala Limited (July 201.6). 5

11 Vide Circular No. 21/2014 dated 18-6-2014.
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%0.45 crore was spent as part of a legal obligation and financtal assistance to Panmana
Panchayat for budget presentation etc., which de not fall within the purview of the Act.
‘Hence, the same could not be counted as CSR expenditure. :

The Company replied (July 2016) that amount shown as CSR' for the year
2014-15 and 2015-16 would be reviewed.

Contribution in kind for CSR activities

3.3.4.5 Section 135(5) of the Act specifies that the BoD of every company shall ensure
that the company spends, in every financial year, the required amount in pursuance of
its CSR Policy. MCA reitarated(January 2016) that contribution in kind cannot be
monetised to be shown as CSR expenditure.

During 2014-15 and 2015-16, Malabar Cements Limited (MCL) distributed cement in
kind valuing ¥0.08 crore while the Pharmaceutical Corporation (Indian Medicines)
Kerala Limited (TPCKL) distributed medicines valuing 30.19 crore and accounted for
them as CSR activities.

TPCKL replied (August 2016) that they would take into consideration the audit
findings when formulating a new CSR policy after the reconstitution of the BoD. MCL
replied {August 2016) that cement was distributed after booking the expenses for CSR
expenditure.

Contribution to State Government fund
Absence of monitoring

3.3.4.7 Rule 5(2) specifies that CSR Committee shall institute a transparent
monitoring mechanism for implementation of the CSR Projects or programmes or
actiivities undertaken by the company. We noticed instances of absence of-
monitoring of CSR as shown in Appendix 16.

Conclusion

Adherence of companies to the provisions of CSR was not satisfactory as 13
out of 23 companies did not constitute CSK. Committee/Policy. There were
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instances of non-spending and spending on inadmissible activities. GoK may,
therefore, formulate appropriate monitoring mechanism for sirict adherence
to CSR laws.

[The Audit paragraph 3.3 contained in the report of the C &AG for the year
ended 31 March 2016.]

The notes furnished by the Government on the audit paragraph are given in
Appendix 1T '

Discussion and findings of the Committee
1. Malabar Cements Limited

Audit para 3.3.4.2 - Non-display of CSR policy in website

‘

To the query regarding the audit observation, the witness informed that now
the CSR palicy is being displayed in MICL's website.

The Committee accepted the reply.
Audit Para 3.3.4.5 — Contribution in kind for CSR activities

The Committee sought explanaticn for the non-adherence of section 135 (5)
of the Companies Act, 2013 which resuicted that the Company must spend the
funds in accordance with the CSR policy.

The wimess admitted the audit observations and informed that the Company
had withdrawn such practices after the audit findings. He admitted that it was an
erroneous action from the part of the Company.

Then the Committee observed that the reply fumished by Government was
not satisfactory and opined that Government should have furnished a reply after
careful consideration of the explanation from the part of the Company.

Audit Para 3.3.4.7 — Absence of monitoring

The Committee enquired about the measures taken to rectify the lapse
pointed out in audit observation regarding the absence of the transparent
monitoring mechanism for implementation of the CSR projects in the Company.



The witness informed that a sub committee had been constituted for the

purpose,

The Committee commented that those who availed the tri-scooters were not
eligible heneficiaries and that it substantiates the lack of clear monitoring as

pointed gut by the Audit,

The Committee directed to furnish a detailed report regarding the %unctioning

of the Monitoring Committee.
Conclusions and Recommendations

1) The Commitiee expresses its strong displeasure on the reply fumiéhed by
Government regarding the non-adherence of the section 135 (5) of the
Companies Act, 2013 which restricted contribution in kind for CSR activities and
observes that the reply furnished was evasive and was trying to justify the
mistake though it is evident that the Company violated the concerned provision‘s;
On the other hand the officials from MCL accepted the fault before the
Conymittee. The Committee observes that the disparity in the replies was due to
the lack of proper communication beitween the concerned Administrative
Department and the Company. So the Committee directs that in future, the
replies to the Committee sheuld be furnished with careful consideration by the

Department.

2) The Committee observes that the distribution of tri-scooter to ineligible
beneficiaries was due to the absence of independent monitoring mechanism iﬁ
the Company as spe-cifi'ed‘ in the audit The Committee understand§ that now the
Company has a monitoring mechanism for the implementation of the CSR. So
the Committee directs the Governntent to furnish a detailed report regarding the

functioning of the Monitoring Committee.
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2. Kerala Minerals and Metals Limited.
3.3.4.4 CSR spending on inadmissible activities.

Regarding the CSR spending for the activities which did not come under the
purview of CSR, the Managing Director informed that the amount was spent for
providing drinking water in Panmana Panchayat in 2014 and for giving financial
assistance for the budget presentation of the same Panchayat, which was accounted
ander CSR activities with the perception that as the amount was utilised for public
purposes, it may come under CSR activity. The witness further informed that after
the AG’s ohservation, the Company spent CSR Funds only for admissible purposes
and at present there ha's been a four-member committee to monitor CSR activities.

To the guery about the limit in providing medical care to individuals through
CSR funds, the witness informed that those suffering from diseases like cancer
were being given medical assistance through CSR funds. 'The Company was
providing 8 lakh litres of drinking water for a day in Panmana panchayat and that
the Company was also providing medical assistance to the people of six wards
around the company.

The Committee accepted the reply.

Hence, offer r;o remarks.
3. Kerala State Industvial Development Corporation Limited
Para 3.3.4- Deficiencies in spending on CSR

The Committee enquired about the amount spent on CSR activities during the
period from 2016-17 to 2021-22. The Chief Financial Officer, KSIDC informed
that the Company normally spend about Rs X50-60 lakh per year on CSR activities
and the amount for the period 2016-17 to 2021-22 had been fully spent and 363
lakh for the period 2021-22 has been set apart to spend this year.

The Committee noted that there was only a general reference in the audit
report regarding the expenditure of CSR funds and the Committee enquired
whether a Monitoring Committee has been constituted for CSR activities. The
Chief Financial Officer, KSIDC replied that a Monitoring Committee chaired by

353/2025.
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the Principal Secretary has been constituted to take a decision on the utilisation of
CSR funds.
The Committee accepted the Government’s reply on the matter,
Hence, offer no remarks.
4. Kerala State Civil Supplies Corporation Limited

Para 3.3.2 -Non Constitution of CSR Committee and non-spending on CSR

The Committee enquired about the current status of the formulation of CSR
policy. The Managing Director replied that a CSR policy has been formulated and
approved by the Board of Directors and published in the website. He added that
Supplyco being non profitable they could not carry ot CSR activities.

The Committee accepted the reply.
Hence, offer no remarks.

The Committee considered and accepted the Government reply to the audlt
observations of the followmg PSUs regarding-Audit Para 3.3 for the financial year
2015-2016.

1. Rehabilitation Plantation Limited:
Audit Para — 3.3.4.1 — Non-spending on CSR
2. Transformers and Electricals Limited:
Audit Para - 3.3.2 — Non constitution of CSR Committee and
consequent non spending on CSR
Audit Para 3.3.3 — Non/incorrect reporting on CSR activities
3. Kerala Agro Machinery Corporation Limited:
ssAudit Para - 3.3.2 — Non C(;;nstimtion of CSR Comimittee and

consequent non spending on CSR
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4. Kerala State Beverages (M&M) Corporation Limited:
Audit Para — 3.3.2 — Non constitution of CSR Committee and
consequent non spending on CSR
5. Kerala Forest Development Corporation Limited:
Audit Para — 3.3.2 - Non constitution of CSR Committee and
consequent non spending on CSR
6. Kerala State Backward Classes Development Corporation Limited:
Audit Para - 3.3.2 Non constitution of CSR Committee and
. consequent non spending on CSR
Audit Para — 3.3.4.2 — Non-display of CSR palicy in website
Audit Para — 3.3.4.3 — Inclusion of activities in the CSR Policy
undertaken in pursuance of normal
course of business,
Audit Para — 3.3.4.7 — Absence of monitoring
7. Kerala Urban &.Rural Development Finance Corporation Limited:
Andit Para — 3.3.2 - Non constitution of CSR Committee and
consequent non spending on CSR
8. Kerala State Electronics Development Corporation Limited
(KELTRON):
‘ Audit Para — 3.3.4 — Deficiencies in spending on CSR
9, Pharmacentical Corpuration (Indian Medicines) Ltd (Oushadhi):
Audit Para — 3.3.4.2 — Non-display of CSR policy in website

Audit Para — 3.3.4.5 - Contribution in kind for CSR activities
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10. State Farming Corporation of Kerala Ltd:
Audit Para — 3.3.2 — Non constitution of CSR Commiittee and
consequent non spending on CSR
Audit Para — 3.3.3 — Non/incorrect reporting on CSR activities
11. Kerala State Industrial Enterprises Limited:
Audit Para — 3.3.2 - Non constitution of CSR Committee and
.conseduent non spending on CSR
12. Kerala State Power & Infrastructure Finance Corporation Limited:
Audit Para — 3.3.2 - Non constitution of CSR Committee and

consequent non spending on CSR

E. CHANDRASEKHARAN,
‘Thiruvananthapuram, Chairperson,
11* February, 2025, Comimittee on Public Undertakings.
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APPENDIX-T

Sl | Par
No.| No.
1 1
2 2

a | Department

Industries
Department

Industries
Department.

Concerned |

|xind for CSR activities and observes that the reply

I_Z\/Ionitoring Committee,

Conclusions/Recommendations

O A ey | —— — ——————l

The Committee expresses its strong displeasure on
the reply furnished by Government regarding the
non-adherence of the section 135 (5) of the
Companies Act, 2013 which restricted contribution in

furnished was evasive and was trying to justify the
mistake though it is evident that the Company
violated the concerned provisions. On the other hand
the officials from MCL accepted the fault before the
Committee, The Committee observes that the
disparity in the replies was due to the lack of proper
communication between the concerned Administrative
Department and the Company. So the Committee
directs that in future, the replies to the Comumittee
should be furnished with careful consideration by the
Department.

The Committee observes that the distribution of tri-
scooter to ineligible beneficiaries was due to the
absence of independent monitoring mechanism in the
Company as specified in the audit. The Committee
understands that now the Company has a monitoring
mechanism for the implementation of the CSR. So
the Committee directs the Government to furnish a
detailed report regarding the functioning of the




13.3.4.2

~dispiay ofi

website

| Section 135 (4) (&) of the Act and

Rule 9 of CSR Rules specify that
the approved CSR Policy shiall be

.displayed” on the company's
Cements’
Limited (MCL) did not display-
-| the CSR Policy on their website.

website.  Malabar, .

The draft CSR Policy of the Company is prepared recently. The Board
Jevel CSR Committee is constituted in the Meeting held on 317872017 -
after reconstitation.of the Board by the Government. Action has been
initiated to display the Policy in the website of the Company after
getting approval from the Board Level Committee. However the
schemesof assistance given by MCL under CSR till March 2017 are
displayed in the web site. '

3345

Contribution in kind for CSR
a !' I!l d d i
Section 135 (5) of the Act
specifies that the BoD of every
company shall ensure that the

| company " .spends, in" every

financial yeat, the required

amount in pursuance of its CSR
Policy. MCA reiterated (January
2016) that centribution in kind

| cannot be monetisel to be shown |

as CSR expenditure,

MCL has approved certain schemes for assistance s per CSR and for
| better utilization of contro} of expenditure, cement was provided

without taking profit and henee no related business interest was there in
the activity. This was done by measuring the quantity of the cement
distributed and the actual cost of cement was booked as CSR expense.

L

During 2014-15 and  2015-16,

145



“TMCL distributed gement inkmd :

valumg %0.08 crore.

7 13347

Absence of monitoring
Rule 5 '(2) .specifies that CSR

| Committee - shall institete a

monitoring

transparent
‘mechanism . for implementation:

of the CSR projects or
programmes or activities

The beneﬁcxary evaluation was done by external Governmental bodi
and MCL did not md;wdua]ly verify the same, However in the Hight .
the deficiencies noted, MCL in addition to relying on beneficiary

-evaluation reports from the concetned Governmental bodies also wor

individually insist on declaration that they have not availed similar
benefits from others/are eligible for availing the offered benefit. MC]

 also will verify the scheme 1mp1ementataon through other independer

undertaken by the company. It is [ mechanism.
noticed instances of absence of
‘monitoring of CSR in MCL..
4 &

St



FOR THE YEAR ENDED

& nding en i
activities

Ministry of Corporate -Affairs
(MCA), Gol stipulated - that
expenses incurred by companies
for the fulfilment of any Act/

issible

Statote or Regulations would not
count as CSR. expenditure. under-

the Act. :
The Kerala Minerals and Metals

Limijted had spent an amount of

- X1.09 Crore as part of CSR
 activity  during .. 2014-15 and

2015-16, out “of which %0.45
crore-was spent as part of a legal

obligation and financial
assmiznpe 1o Panmana
panchayath for. budget

The. amount of Rs. 0 45 crores pomted out by the audit as the amount
which does not qualify for CSR relates to the year 2014-15 and 2015-
16 (Rs. 0.27 crores and Rs.0.18 crores respectively). These, expenses
were initially accounted under CSR , it was subsequently reversed in
the respective years based on the du'ectmn from statutory auditors.
However, -certain expenditures such as drinking water facilities to
surrounding area as part of legal obligation, financial assistance to
Panchayat, purchase of projector for press club etc amounting to
Rs.0.27 crores which does mot qualify for CSR was inadvertently
inchided in Annexure C of the Directors' Report for the year 2014-15 as
these expenses were initially accounted CSR expenses.

The grouping of these expenditures under €8R in the Directors' Report
for the year 2014-15 may kindly be condoned as the accounts for the
year 2014-15 including Directors Report was already adopted in the
Annua) General Meeting by the time it was pomted out by C & AG.
However, suitable corrections will be made in the Annexure € of the
Directors' Report of 2016-17 under the head “cumulative CSR
expenses upto 31.03.2017".°

preseﬁtatiop, gtc., which do not

91
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be counted as CSR expenditure.

Tl withir the purview of the |
Act. Hence, the same could not =

L1



GOVERNMENT OF KERALA

f_T:tl_;ofParagraph'.f' T Recominendations
|

J' | Actontiken ]

| 3-3 Corporate Social Responsibility of PSUs

|

— =S __E{

| 3.3.1

ilntroduction

|

|Corporate Social Responsibility (CSR) refers to operating
|business in a mamer that accounts for the social and
|environmental impact created by the business, Through CSR,
| cotnpanies give something back to society. CSR means and
{includes projects or programmes on eradication of hunger,
(poverty and malnutrition, promoting gender equality,
|pmmoting education, empowerment of women, ensuring
|environmental sustainability, protection of naticnal heritage,
letc. CSR is governed by provisions of the Companies Act, 2013
|{Act) and Companies {Corporate Social Responsibility Policy)
\Rules, 2014 (CSR Rules).

According to Section 135 of the Act, comparies with annual
(turnover of Rs.1,000 crore or more or net worth of Rs. 500
|crore or more or profit (before tax) of Rs5 crore or more in
any of the three preceding financial years have to spend at

|As per Section 135 of the Companies Act, the|
|Companies with annual turhiover of Rs.1000 crorg|
|or more or net worth of Rs, 500 crore or more or|
|profit (before tax) of Rs. 5 Crore or more in any of
|the three preceding financial years have to spend
|at least two percent of the average profit of suchJ
| preceding financial years on CSR activities from |
[2014-15 anwards, 2

|
[As such, KSIDC has to spend Rs. 93.60 lakhs and il
[Rs. 77.93 lakhs during 2014-15 and 2015-16
respectively. During 2014-15 KSIDC has spent Rs. |
5695 lakhs and during 2015-16 XSIDC has spent |
[39.60 lakhs, resulting a cumulative amount of
Rs. 96.55 lakhs during the said pertods. 'The|
|unspent balance of Rs. 74,98 lakhs carried forward
't0 2016-17 and filly utilized in 2016-17. r

— — e ]
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least two per cent of average profit of such preceding financial T ’
years on CSR activities from 2014-15 onwards, giving |As per the provisions of Companies Act, if the CSR |
| preference to areas around their operation. |amount is not fully utilized in any financial year

|the reason for not spending the CSR amount to be :
[ As of une 2016, 23 Public Sector Undertakings (PSUs} in Kerala |disclosed in Directors Report. The Directors|
: came under the purview of CSR during 2014-15 to 2015-16. We |Report for 2014-15 and 2015-16 disclosed the|
assessed compliance of these PSUs with the provisions of the |same. So KSIDC has fully complied wth the|
! Act/ CSR Rules/ orders and netifications issued by Ministry of |provisions. It is affirmed that there is o

" Corporate Affairs (MCA), Government of India {Gol); on CSR. ‘ deficiency in CSR amount.

[3.3.4 ) Deficiencies in spending on CSR i i

Ten out of the 23 PSUs covered in audit had constituted CSR |
|committee as well as formulated a CSR policy and spent Rs. |
10.74 crore (Appendix 15) o1 C3R activities during 2014-15 dndi

J 2015-16.
,l Appendix 15 i '
| ‘ Statement showing spent for CSR activites during 2014-15 |
| f and 2015-16 !
! (referred to in Paragraph 3.3.4) '
:' | st | Name of the Company | Amount spent I
| No. during 2014-15 and ||
! 2015-16{in crore} ||
[ 9 The Kerala State Industrial ' '

| Development Corporation Limited 0,86

| [ e e “_‘ /fflu_aiﬁ_
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REMEDIAL MEASURES TAKEN STATEMENT ON PARA 3.3.2 CONTAINED |

THE C&AG ORT FOR THE

YEAR ENDED 31" MARCH 2016 RELATED TO KERALA STATE CIVIL SUPPLIES CORPORATION LIMITED

8l, [Para C & AG Report Remedial Taken
No. | No.
1 3.3.2 |As per Section 135(1) of the Act, each of As per the provisions of the Companies Act, 2a CSR Committee of the

the 23 PSUs was to constitufe a CSR
Commiitiee consisting of three or more
directors, out of which at least one director
shall be an independsnt director. The CSR
Committse was to formulate and
recommend a CSR Folicy and the amount
of C5R expenditure to Board of Directors
(BeD) and monitor the CSR Policy of the
Company

We noticed that out of the 23 PSUs, 13
P3Us (Appendix 13} did not constitute the
CSR Committee or formutate the GSR
Policy (as of June 2018). Among these 13
P8Us, three PSUs had negative average
net profit during the three preceding
financial years and hence, were not

required to spend on CSR while balance 10

P8Us were reguired to spend on CSR.

Board has already been formed and the Committes in its first meeting held
on 17.11.2016 approved the CSR policy and recommended the same fo
the Board for its approval. The Board of Directors in its meeting held on
16.01.2017 approved the CSR policy and the contents of the same has
been disclosed in the web site of Supplyce in compliance with the

provisions of the Companies Act.
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R3/340/17/1L.BRD

Labour & Skills (R) Departmeﬁt

STATEMENT OF ACTION TAKEN ON AUDIT PARA NO.3.3 OF C&AG REPORT

ENDED ON MARCH 31%° 2016.

Si Number and Recommendations/ Governmeant Action Taken Present
No. Details of Conclusicns | File No. Position /
pending Remarks
Paras/Reports
etc ] —

Managing Director, Rehabilitation

01 Audit Para MNon-spending on CSR R3/340/17/LBR |Plantation Ltd., Punalur, has reported

3.3.4.1 that, the company had to spend an

Two PSUs did not spend any amount of T 24,12 Lakhs during the

amount on CSR during 2015-16 financial year 2016-17 as CSR

though they had to spend ¥ 0,67 [expenditule r Z015-16, Out of this,

crores as per the Act. Rehabilitation the Company had spent T12.88 Lakhs

Plantation Ltd., Punalur replied till 31/03/2017 and another ¥ 7.75

{July 2016) that they would spend lakhs during the financail year 2017-

the amount earmarked for CSR 18 tifl 15/12/2017. Thus a total

during 2016-17. . amount of T 20.63 lakhs had spent out

of the amount earmarked for CSR

2015-16 expenditure.
o~
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=
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Non-{in(;nrrect reporting _on

ctivities: :
According to Section 135 (3) of
the Act, in case of fajlure of a
company to spend mimimpm 2
per cent of average profit on

CSR, the BoD shall in its report

[8L | Para Remarks ... Action Teken ‘ L
Ne | No. Ty
1 122 | .Accounts Comments : Adverse | KEMDEL and UELL have submitted reply for the adverse remarks
- certificates. issued by _the | raised by the auditors and the respective accounts were finalised and
N Statutery Aaditors submiited to the Assembly
2 | 332 |Non _copstit tiopn  of R | Pursuant to Section 135 of the Companies Act 2013, a Corporate Social
.omittee and consequent po Responsibility(CSR) Committee of the Board of Directors of the
spending on S Company was constituted on 18.07.2016 as per the decision of 306%
TELK did not constitute the CSR. | Board Meeting with the following composition: :
Committee or formulate the CSR | 1) Chairman, TELK ‘
Policy (as of Jume 2016). 2) Managing Ditector, TELK
3) Independent Director j
TELK formuiated the CSR Poficy and the 308™ Board Meeting on
28.02.2017 approved and adopted the CSR Policy and the same has
been displayed in'the Company website, .
3] 333 As per the Board decision, it was decided not to spent the amount of

0.14 €rore required to be spent for CSR activities during 2014-15 a5
the Company is in to serious cash flow issues due to huge losses faced
by the Company in 2014-15 and 2015-16.

The reason for non spending for CSR has been justified in the Annual
Report 2015-16

44



(inchide the reasons for non-
spending.

Cutt of the ter PSUs which did
not spend the reguired minimum
amount on TSR, TELK did not
report the - reason for non-

spending.

£d



Action Taken
2 | 3 4 5
33 | 332 |Kewla Agro Machinery|Fhe Board seeting held on 25.05.2617 vide Resoltion

Corpormtion  (KAMCOQ), thongh{No.3529 had constituted a sub-committee for framing
coming dnder the purview of CSR
iaw, gpent Rs.0.33Cr (Against the
requiresnent of | diseussion approved the CSR policy and Board meeting

for CSR  actividestheld on 03133947 wide Resolution ¥o.3617 approved
constituting a GSRithe poficy and autherised sub-cotemittee to find out
Committee or formulating a CSR|suitsble proposal for implementation for the financial

Rs.0.56Cr)
witheut

policy, As the amount was spent year 2017-18.
constituting CSR| displayed on tre company's website.

without

committee or formtlating a CSR

policy, the CSR spenditg of these|envisaged in the Act wilt be spent on CSR activities

two PSUs was irregilar,

CSR policy and momming GSR activiies. of the
mittes, after detailed

The approved CSR policy has been

In view of the above, the required amount as

from the financiat year 2017-1B enwards without fail, |

ve
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ittee on Public i 6-19) — Action taken statement on the Report of C&A
e nd 1) 2
(Sl | Para IC&AG's observation = [ Action Taker:by_(‘}ovemme;i g

IEO J._NO l| ’|
1.

| : |

*3  ||3.3 Corporate Social Responsibility of PSUs | |

! ' Introduction I |

121 |Comorate Social Responsibility (CSR) refers m!No remarks
S operating business in a manner that accounts forl
the social and environmental impact created by the
| business. Through CSR, compagies gwe|
[ something back to society. CSR means and)|
includes projects or progrmmes on eradication of]
i hunger, poverty and malnutrition, promoting|
jis) gender equality, promoting educatlcm,|
| empowerment of women, ensuring environmental
' sustainability, protection of national heritage, etc. |
CSR is governed by provisions of the Companies |
Act, 2013 (Act) and Companies (Corporate Social |
Responsibility Policy) Rules, 2014 (CSR Rules).|
According to Section 135 of the Act, companies
with annual turnover of ¥1,000 crore or more or |
[ | net worth of Y500 crore or more or profit (before
(tax) of 5 crore or nE in any of the three|
[precedmg financial years® have to spend at [easr

ST
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two per cent of average profit % of such preceding
financial years on CSR activitles from 2014-15
onwards, giving preference to areas around their
operation.

As of June 2016, 23 Public Sector Undertakings
(PSUs) in Kerala came under the purview of CSR
during 2014-15 to 2015-16. We assessed
compliance of these PSUs with the provisions of
the Act/CSR Rules/ orders and notifications issued
by Ministry of Corporate Affairs (MCA),
Government of India (Gol), on CSR. Audit
findings are discussed in the succeeding
paragraphs,

[Audit Findings |

= e o e T P x
i Formulauon o1 Lok Follcy ang Lok :5}":iiuiiigji

Non-constitution of CSR Committee and non-
spending on CSR

As per Section 135(1) of the Act, each of the 23
PSUs was to constitute a CSR Committee
consisting of three or more directors, out of which
at least ome director shall be an independent
director, The CSR Committee was to formulate
and recommend a CSR Policy and the amount of
CSR expenditure to Board of Directors (BoD) and
menitor the CSR Policy of the Company.

1n the context of compliance of the provisions in the
Companies Act regarding CSR, as required, the
Kerala State Beverages Corporation had set up a CSR
Committee (copy enclosed) comprising of its
Directors. Further the CSR policy of the Kerala State
Beverages Corporation and the amount earmarked
and spent for CSR activities has been displayed on
the website of the Corporation. Due to the

procedural formalities involved, though the C5R

9T



We noticed that out of the 23 PSUs, 13 PSUs
(Appendix 13) did not constitute the CSR
Committee or formulate the CSR Policy (as of
June 2016). Among these 13 PSUs, three PSUs
had negative average net profit during the three
preceding financial years and hence, were not
required to spend on CSR while balance 10 PSUs
were required to spend on CSR.

Oil Palm India Limited and Kerala Agro
Machinery Corporation Limited, though coming
under the purview of CSR law, spent ¥0.33 crore
(against the minimwm requirement of ¥0.50 crore)
for CSR activities without constituting a CSR
Committee or formulating a CSR Policy. As the
amount was spent without constituting CSR
Committee or formulating a CSR. Policy, the CSR

spending of these two PSUs was irregular.

Similarly, eight PSUs were required to spend at
least ¥7.93 crore on CSR during 2014-15 and
2015-16 as detailed in Appendix 14. But, they did
not spend any amount on CSR during the above
period.

GuK replied {October 2016) that Kerala State
Power and Infrastuctare Finance Corporation
Limited {KSPIFC) had spent ¥0.25 crore in 2014-
15 on a project for development of woman and

funds for 2014-15 and 2015-16 had not been
utilized, the Kerala State Beverages Corporation has
earmarked the same by making necessary provision
in the Accounts. The unspent amount for 2014-15
Rs.3.07 crores and Rs.3.18 crores for 2015-16 is
being utilized.

Qut of the above CSR amount to be utilized,
during 2016-17, the Corporation had paid Rs.10
lakhs out of its CSR funds to Snehatheeram
Charitable Society for providing basic facilities to the
inmates of this centre. Rs.Z iakhs was paid tw
Neyyattinkara Municipality for printing a Chapter on
the harmful effects of Liquor and Drug consumption
m the books being distributed to 10® Standard
Students of Government/aided Schools in
Neyyattinkara Municipality. Rs.1 crore is to be
utilized for purchase and distribution of about 140
Motorized Scooters with side wheels to physically
challenged persons. Rs.50 lakhs is to be paid to
Suchitwa Mission. Further Rs.10 lakhs will be paid
to the Excise Department for implementing Anti
liquor Awareness Campaign in Attappady area of
Palakkad district. In addition to the above, action is
being taken to spend the balance unudized amount.

LT
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child ward at Govermnment Tahuk Hoad Qmarter
Hospital, Nilambur and was eligible for including
the same as CSR. The reply was not tenable as
%0.25 crore spent during 2014-15 was part of
%0.50 crore donation given to Government Taluk
Head Quarter Hospital, Nilambur as per
Government Order dated 27 July 2013 and not the
amount earmarked for CSR during 2014-15.

State Farming Corporation of Kerala Limited
replied (June 2016) that their profit before tax
during 2034-15 was less than ¥ 5 crore and hence,
they were not liable to spend on CSR. The reply
was not acceptable as its annual profit before tax
exceeded ¥5 crore during the proceeding three
years.  Transformers and Electicals Kerala
Limited replied (February 2017) that BoD decided
not to spend for CSR activities since the Company
was contiuing in huge losses. Other five PSUs
accepted the audit finding and assured compliance
with CSR laws.

Coniribution in kind for CSR activities

3.3.4.5 Section 135(5) of the Act specifies that the
BoD of every company shall ensure that the
company spends, in every financial year, the
required amount in-pursuance of its GSR Policy.

Noted for future guidance

8¢



MCA reiterated (January 2016) that contribution in
kind cannot be monetised to be shown as GSR
expenditure.

During 2014-15 and 20I5-16, Malabar Cement
Limited (MCL) distributed cement in kind valuing
%0.08 crore while the Pharmaceutical Corporation
{Indian Medicines) Kerala Limited (TPCKL)
distributed medicines valuing ¥0.19 crore and
accounted for them as CSR activities,

TPCKL replied (August 2016) that they would
taken jnto consideration the audii findings when
formulating a new CSR policy after the
reconstitution of the BoD, MCL replied (August
2016) that cement was distributed after booking
the expenses for CSR expenditure.

Cunclusion ]
Adherence of companies to the provision of CSR
was not satisfactory as 13 out of 23 companies did
not constitute CSR Committee/Policy. There were
instances of non-spending and spending on
inadmissible activities, GoK may, therefore,
formulate appropriate monitoring mechanism for
strict adherence to CSR laws.

KSBC has been given necessary direction to the
provisions of CSR.A_

6C
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Extract of the Minutes of the 206 Meeting of the Board of Directors of
Kerala State Beverages (M&M) Corporation Lid, held on Tuesday, the
10 day of June 2014 :

Ytem No. 2805: Constitution of Corporate Social Responsibility (CSR)
Committee of the Board as envisaged in the Companies Act, 2013

Board noted the requirement under Section 135 of the Companies Act 2013
providing  for constitation  of ) Independent Corporation Social
Responsibility (CSK) Commyjitee and that in view of the applicability of the
provisions of section 135 to the Company, the Board decided to constitute a
CSR committee consisting of the following Directors with duties and

functions as provided in the Act and the Rules there under:

1. Shri X Anil IAS, Chairman

2. Shri. A Ajithkumar IAS, member

. Shri. Rajeshlumar Sinha IAS, member
.. Shri. M. Gireesh Kumar IAS. Member

ta
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TO

ERALA

. IN DUSTB,IE_S (D) DEPARTMENT

ACTION TAKEN REPORT ON PARA 3.3 OF THE
C&AG REPORT FOR THE FINANCIAL YEAR
ENDED ON 31/03/2016 RELATED TQ KERALA
STATE ELECTRONICS DEVELOPMENT
CORPQRATION LIMITED.

PARA

OBSERVATION OF C&AG

ACTION TAKEN

334

Ten out of, the 23 PSUs covered in
audit had  constituted SR
committee as well as formulated a
CSR policy and spent 10.74 crore
(Appendix 15) on CSR activities

- tduring 2014-15 and 2015-16.

Appendix 15
Staternent showing amount spent for
CSR activities during 2014-15 and

015-16
Amount
spent during
Ny | Nameof 1214.15 and
2 PANY | 9015-16
(X in crore)
Kerala State
Electronics
1. |Development 0.11
Corporation
Limited
Kerala
Transport
2 De;t?lopment 1.00
inance
Corporation
Limited
3. | The Kerala 1.09

Minerals and

Metals

Keltron has been
complying with all the
provisions relating to
Corporate Social
Responsibility (CSR)

i.e., with respect to
CSR Policy, CSR
Budget and CSR
Spending.

The CSR Policy as
recommended by " the
CSR. Board Sub -

Committee and
approved by the
KSEDC board s
adopted by the
company. A copy of
the CSR policy is
||published: in  the
website . of the
company in

compliance with the
law.

For each year,
wherever  applicable
and practicable the
CSR Budget is
allocated and CSR is
spent with the
approval of the Board.




J Limited

" The Kerala |

| Rehabilitatio |

Limited

The K erala
State
Financial
Enterprises

—
|

AL

Kerala State
Backward
Classes
Development
Corporation |
anted
The
Pharmaceutjc
al
Corposation
(IM) Kerala
Limited
Malabar
Cements
Lll’nl ted

The
Plantation
Corporation
of Kerala
Lm:u ted

State
Industrial

Development |

Corporation,
~ Limi ted

I |
Plantations
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K. ASOKAN
Additional Secratary

Industries Dopariment

Govt, Secretariat
Thiruvananthapuram

] [KsEDC complies with|
il |the relevant provisions
||of Sec.135 and
3.50 | Schedule VII  of .
) ||C‘ompames Act, 2013,
| [read with the
| Companies ( CSR
'I’ollcy ) Rules, 2014,
| [The CSR compliance
1.90 is regularly reportsd to
: | the Board. The details
||of CSR.  initiatives
| |undertaken by
T IESEDC il dae A
{added as Annexure 1.
|
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ANNEXURE 1

KSEDCLTD - CSR INITIATIVES (ti] Sept, 2021}

{Ref. Sac 135 of Companies Act, 2013 r.w, Companies (CSR Pollcy} Rules, 2014 rw, Sch Vil
Year Activities Amount Spend
2014-15 [Selting-up of Bus sheltar at Vellayambalam 906,318
101576 1, Rs1D,000/- for Annual Maimtenance of the Bus Sheiter at 170,000
. {Velleyambalam;
2. Rs.3,00,000/- for Kerala Federation of the Blind:
3.Rs.60,000/- lor Regional Cancer Centre (RCC).
2016-17 | Rs.10,000/- for Annual Mainienance of the Bus Shelier at Velleyambatam, 10.000
5.2,00,000 for “Renovation of Physical Medicine & Rehabitiation (PMR)"
2017-18 |department of lastitute for Communicative & Cognitive Neurosc[ences 2,00,000
(ICCONS), Trivandrum.
Ser 135 of the Companies Act 2013 is not applicabla 1o the company for Lhe
2018-19 LFY 2018-19, Thus, no C3R profects were underiaken hy the company for the NiL
f year 2018-19,
Annual maintenance of Keltron Bus Shelter expenditure of Rs.10,000/ 2nd|
2019-20 |Rs.88000 for providing lapteps to help students for thelr digital learning. 98,000
Rs .7280/- for Annual Maintenance of the Bus Shelter at Velleyambatam &
2020-27 [Rs.17,00,000 Lo health sector by providing pulse oximeters asa covid relief] 17.07,280
initiative = =
202122 Rs.10,000/- for Ambedkar I)islricl Level Charitable Society (ADLCS) 16.000
medica! help for patlems




Statement of Action taken on the recommendation contained in the report of the Comptroller and Auditor General of India on
_ Public Sector Undertaking for the year ended 31* March, 2016.

ISLNo. [Para |

I No.

|

|
|
i 1 |2.3.45|Contribution in kind for CSR activities

Recommendation

Acn'an-Taice-an

——

[3.3.4.5 Section 135 (5) of the Act specifies that the BoD of
|every company shall ensure that the company spends, in
every financial year, the required amount in pursuance of|
its CSR Policy. MCA reiterared {(Januany 2016 that
contribution in kind cannot be monetised to be shown as
CSR expenditure.

Durlng 2014-15 and 2015-16, Malabar Cements Limited
{MCL) distributed cement in kind valuing Rs 0.08 crore
| while the Pharmaceutical Corporation (Indian Medicines)
| Kerala Limited (TRPCKL) dismributed medicines valuing
0.19 crore and accounted for them as CSR activities.

| TPCKL replied (August 2016) that they would take into
consideration the andit findings when formulating a new
CSR policy after the recopstitution of the BoD. MCL
|replied (August 2016) that cement was distributed after
|booking the expenses for CSR expenditure.

1

Pharmaceutical C;;E;Jl’at{(-m! Indi_an Med.iﬁ_nes! L_imited
{Oushadhi)

The Pharmaceutical Corporaticn have conducted free medical;
camps in various districts in Kerala as a part of CSR policy during
the peried under audit In arder to discharge the responsibility|
towards society, they have provided the service of expert doctors
as well as free medicines 1o the needy people through the
medical camps organized by them. It is clear thar distribution of|
medicines is an unavoidable part in conducting these.activities.
Moreover they are incwrring significant cost like cost of raw
materials, labour costs and other costs incidental to the
manufacturing process for the production of medicines which
were distributed free of cost to the medical camp. Thus providing
medicines,through these camps involves cash outflow indirectly.

During the year 2014-15 & 2015-16, company has tzken its own
medicines worth 0.19 lakhs for conducting free medical camps.
From 2016-17 onwards, company has sanctioned fund under
CSR for conducting Medical Camp in rural and wibal areas in
cash only. Medicines are not given for conducting Medical
Camnps. T

‘Company hds taken steps to comply with the provisions of
Companies Act with respect toCSR achvities and hence, the|
objection raised may be dropped. I

The statement of action taken furnished for the above para may kindly be accepted and the objections may kindly be dropped.

{1\
BROSSHHTET™
Additional Secretary
AYUSH Department
Governmen Seeretariat
Thiruvanamhapuram,

Tel. 0471 25 8430

LE
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COMPTROLLER & AUDITOR GENERAL OF INDIA ON PUBLIC SECTO
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FOR THE YEAR ENDED ON 31* MARCH 2016 BASED ON THE REPORT OF
MANAGING DIRECTOR, STATE FARMING CORPORATION OF KERALA LIMITED

Action taken on the Audit Para in the Report of

5l § Audit Conclusions/ Recommendations
No.| Para Gompiroller & Audit General of India
O (id} (iii} (639
1 13.3.2 Non constitution of CSR Commiittee and Non spending on CSR State Farming Corporation of Kerala Ltd. I

We noticed that out of the 23 PSUs, 13 PSUs (Appendix 13) did not
constitute the CSR Committee or formulate the CSR Policy (as of June
2016). Among these 13 PSUs, three PSUs had negative average net profit
during the three proceeding financial years and hence, were not required
1o spend on CSR while balance 10 PSUs were required to spend on CSR.

Appendix - 13

5l. |Name of Company - Further Remarks — The

No.6 | State Farming Corporation of Kerala |reply is not tenable since this
Lid, is In viclaton of Section
Basis for applicability of CSR law - [135(1) of the Act as the
| Net Profi Company comes under the
Type of non-compliance - purview of CSR Laws.
Non formulation of CSR Palicy |
Reply of Company — |
The Company stated {June 2016)

Jihat since the BoD decided not to L

Section 135 of Companies Act 2013 was made
applicable from 01/04/2014, any financial year
is consgued as a financial year starting from
01/04/2014, ie.,, 2014:15. The Company
proceeded with CSR obligations antcipating a
profit of more than Rs.5 crores in the financdal
year 2014-15. The anicipated profit for the year
2014-15 was Rs.6.118 Crore. But it was reduced
to Rs.3.10 Crore. after providing for addidonal
depreciation as per Schedule I of Companies Act
2013 and providing for arrears due to Forest
Department. During Audit, the Statutory
Auditor vide point No,5 of Auditor's Observation
dated 10/08/2015 observed that the company

has provided Rs.35 lakh towards CSR
expenditure for the financial year 2014-15.
Since, the Company had profit below Rs.5 Crore,

8¢



|5pend on CSR acrivities for the year | | there was no need to provide for CSR|

| 2014-15, the CSR policy of the : | expenditure. The Board in its 289® meeting held
I | Corporatinn was not framed, | on 13/08/2015, after considering the financial
= ————————— — | position of the company and the observations of
the statutory auditor decided not to provide for
CSR expenditure for the year 2014-15 and
authorized the CSR committee to look into the

B

|Appendix - 14 = . -
-+ possibility of undertaking CSR activides in the
succeeding years,

State Farming Corporation of Kerala Limited replied (June 2016) that their
profit before tax during 2014-15 was less than Rs.5 crore and hence, they
were not Hable to spend on CSR. The reply was not acceptable as its o
: . bserved that considering the downward trend
.5 thr a
annual profit before tax exceeded Rs.5 crore during the preceding ee‘ in market price of 60% cenex, reduction in

NS field latex production owing to ongoing
I re-planting of rubber trees and the fluctuating

The CSR committee meeting dated 26/08/2015,

timber market, it would mot be possible to

predict that the company may earn & profit of
I Rupees five crore or more in future years and
recomtmended to cancel all proposed actions in
conneciion with CSR activities envisaged for the
year 2014-15. The Board in their 290™ meedng
held on 23/09/2015, approved the above!
recommendatior: of the CSR committee. Thus all |
activiies initiated for CSR activities were!
terminated.

The matter was reported correctly in the Annual|
report 2014-15 because the company was not
obliged by the provisions of Section 135(1) read !
with Companies (Corporate Social
Responsibiliry) Rules 2014 ro either constituie a

CSR committee and to $pend for CSR in the

6¢



| Non/incorrect reporting on CSR activities

finandial year 2014-15, though the company has
earnestly taken proactive Steps towards
fulfillment of social cause, The profit before Tax
for the year 2015-16 was below Rs.5 Crore (ie.
Rs.82,92,739/-) there was no (SR liability for!
the year 2015-16.

|State _Fa.i';r-li.ng_ﬁ‘.orporati_on of Kez-‘ala Ltd. i l

|State Farming Corporation of Kerala Limited replied (June 2016) that the | After scrufiny of the statement of accounts,
matter was reported correctly in theAnnual Report 2014-15. The reply | directors report, suditor's report etc. of the
wae not tenable as profit for the period 2011-12 and 2013-14 exceeded | company for the financial year 2014-15, the

Bs.5 crore and thus, the Company came under the purview of CSR law.

“preceding financial year”.
| PTECe e e e

Accountant General {Audit} Kerala has given its
i observation with NIL comments to the company. I

In respect of Section 135(1), the Companies Law
| Committee in its report dated 02/2016, has
| recommended that the words “any financial year”
be replaced by the words “preceding financial
year”.

The High . Level CGSR Committee, in its
recommendation at para number 4.17 of the
| report have suggested clarity o be brought in
with regard to ‘any financial year 4s ysed in
section 135(1) for determining whether the
threshold of specified net worth or turmover or
| net profit is met to constitute the CSR Committee.
| The Commiree recommended that the words
|“any financial year” be replaced by the words

117
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While making the amendments in line with the

above proposal it will have only prospective

effect. Hence, the expression “any financial year”

as stipulated in section 135(1) will be effective on |
or after 01.04.2014 only.

Since, section 135 was made applicable from|
01.04.2014, any financial year was construed &s a
financial year starting from 01.04.2014 ie, 2014-
15. The company proceeded with CSR
obligations anticipating a profit of more than Rs.5
crore in the financial year 2014-15. The
anticipated profit for the year 2014-15 was
Rs.6.118 crore. But it was reduced to Rs.3.1(
crore after providing for additional depreciation
as per Schedule XI of Companies Act 2013 and
providing for arrears due to Forest Department.
During the Statutory Audit vide Point No.5 of
Observation dated 10.08.2015 it is observed that
the company has provided Rs.35 lakh towards
CSR expenditure for the financial year 2014-15
Since the Company had profit below Rs.5 Crore
there was no need to provide for CSR
expenditure. The Board in its 289" meetinig heid
on 13.08.2015, after considering the finanmal|
posttion of the company and the observanons uf
the statutory auditor decided not ro provide for
CSR cxpenditure for rthe vear 201415 and ,

Leatn oepihiailic JC0T
aurharized the CS5R Commistee o look into the
possibility of undertaking CSR acrivities in the
succeeding years, !

Iy



The SR Committee meeting dated 26.08.2015,
observed that consigering the downward mend in
the market price of 60% cenex, reduction in field
latex production owing to ongoing re-planting of
rubber trees and the fluctuating timber market, it
would not be possible to predict that the company
may earn a profit of rupees five crore or more in
future years and recommended to camce] afl
proposed actions in comméction with CSR
activities envisaged for the year 2014-15. The
Board in their 290" meeting held on 23.09.2015,
apptoved the above recommendation of the CSR
Committee. Thus all activiies initiated for CSR
activities were terminated.

The matter was reported correctly in the Annual
report 2014-15 because the company was not
obliged by the provisions of Section 135 (1) read
with Companies (Corporate Social Responsibility)
Rules 20i4 to either constitiie 2 CSK Commitree
and to spend for CSR in the financal year
2014-15, though the company has eamestly taken
proactive steps towards, fulfilment of social cause.

C=2 o A

I3
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STAVEMENT OF ACTION TAKEN ON C & AG
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REPORT ON PSUs
FOR T YEAR ENDED ON 31.03,2015
)

[ Yuar of |Para j
|Andit |Nos Recommerdation Action Taken Repaort

Keport

'WIs-16| 3.3 Corporate Social Responsibility of

PSUs

Adherence of companies to the provisions of

CSR was not satisfactory as 13 out of 23
companies did Aot constitute

non-spending and spending on inadmissible
activities.

adherence to CSR. laws.

CSR
Comunittee/Policy. There were instances of

GoK may, therefore, formulafe
-appropriate monitoring mechanism for strint

KSIE iz not a profit making
Company. It has ‘aiready formed a
Corporate  Social Responsibility
Commiitee of the Board. CSR
activities will be undertaken as per
the rules.

LT
& RAQUARRISHNAN
Joun Secrelacy o Gavl,
ingusivies Departm L
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Action Taken Report with regard to Kerala State Power and Infrastructure Finance
Corporation Limited on Audit Para 3.3 of CAG Report on Public Undertakings for
the financial year ended 31 March 2016

Audit Findings
L]

Remarks

Corporate Social Responsibility of PSUs,

Introduction

Corporate Social Responsibility (CSR) refers to operating
business in a manner that accounts for the social and
envitonmental impact created by the business. Through
CSR, companies give something back to socviety. CSR

. [means and includes projects or prograrmmes on eradication

of hunger. poverty and malnutrition, promoting gender
equality, promoting education, empowerment of women,
ensuring environmental sustainability, protection of
naiional heritage, etc. CSR Is governed by provisions of
the Companies Act, 2013 (Act) and Companies (Corporate

. | Social Responsibility Policy) Rules, 2014 (CSR Rules).

According to Section 135 of the Act, companies with
annual turnover of Rs.1,000 crore or more or net worth of

Rs.500 crore or more or profit (before tax) of Rs.5 crore or
more in any of the three preceding financial years have to
spend at least two per cent of average profit of such

" | preceding financial years on CSR activities from 2014-15

onwards, giving preference to areas around their operation,

As of June 2016, 23 Public Sector Undertakings (PSUs) in
Kerala came under the purview of CSR during 2014-15 to
2015-16. We assessed compliance of these FSUs with the
provisions of the Act/ CSR Rules/ orders and notifications
issued by Ministty of Corporate Affairs (MCA),
Government of India (Gol) on CSR. Aucit findings are
discussed in the succeeding paragraphs.

Para
no.
3.3
1 13.31
2 1332
|
{

" |Non-constitution of CSR Committee and non-spending

on CSR

As per Section 135(1) of the Act, each of the 23 PSUs was
to constitute a CSR Committee consisting of three or more
directors, out of which at least one director shall be an

‘rindependent director. The CSR Commiftee was to

formulate and recommend a CSR Policy and the amount of

At the instance of Audit

(24/05/2016),

the

Company constituted

(30/05/2016)CSR
Committee

CSRPolicy.

and
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CSR expenditure to Board of Directors (BoD) and monitor
the CSR Policy of the Company.

| We noticed that out of the 23 PSUs, 13 PSUs (Appendix
13) did not constitute the CSR Committee or formulate the
CSR Policy {as of June 2016). Among these 13 PSUs,
three PSUS had negative average net profit during the three
| preceding financial years and hence, were not required 10
spend on CSR while balance 10 PSUs were required 10 |
spend on CSR.
Qil Palm India Limited and Kerala Agre Machinery
Corporation Limited though coming under the purview of
|CSR law, spent Rs, 0.33 crore (against the minimum
|requirement of Rs.0.50 crore) for CSR activities without
|constituting & CSR Committee or formulating a CSR
Policy. As the amount was spent without constituting CSR
| Committee or formulating a CSR Palicy, the CSR

| spending-of these two PSUs was irregular. |
} e A

+ |Similarly, eight PSUs were required to spend at least
|Rs.7.93 crore on CSR during 2014-15 and 2015-16 as
|detailed in Appendix 14, But, they did not spend any
| amount on CSR during the above period.

|GoK replied (Qctober 2016) that Kerala State Power and
., |Infrastructure Finance Corporation Limited (KSPIFC) had |
|spent Rs.0.25 crore im 2014-15 on a project for
development of woman and child ward ac Government
| Taluk Head Quarter Hospital, Nilambur and was eligible |
for including the same as CSR. The reply was not tenable
|as Rs.0.25 crore spent during 2014-I5 was part of Rs.0.50
| crore donation given to Government Taluk Head Quarter
{ Hospital, Nilambur as per Government Order dated 27 July
2013 and not the amount earmarked for CSR during 2014-
15!
|

|
T 1

‘.‘iiulu Farming Corporation of Kerala Limited replied (June |
2016) that their profit before tax during 2014-I5 was less
{than Rs. 5 crore and hence, they were not liable to spend |
|on CSR. The reply was not accepiable as its annual profit
before tax exceeded Rs.5 crore during the preceding three
years. Transformers and Flecwicals Kerala Eimited -
| replied (February 2017) that BoD decided not o spend for
CSR actvities since the Company was continuing in huge
losses. Other five PSUs accepted the audit finding and
|assured rompliance with CSR laws. |

No -remarks

The Company
complied with the CSR
Policy by spending
Rs.35 lakh (including
Rs.12 lakh for 2014-15
and Rs.13 lakh for
2015- 16) for internal
wiring in the dwellings
of socially backward
communities over and
above Rs.25  lakh
donated to Government
Taluk Head Quarter
Hospital, Nilambur.
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3.3.3

" |2016) that the matter was reported correctly in the Annual

Now/incorrect reporting on CSR activities

According to Section 135 (5) of the Act, in case of failure [The
of a company to spend minimum 2 per cent of average [complied with the
profit on CSR, the BoD shall in its report iclude the assurance

» {reasons for non-spending, . 4 incorporating
disclosure | in  the
Out of the ten PSUs which did not spend #he required {Director's Report for
minimum amount on CSR, three PSUs did not report the |the year 2015-16.

reason for non-spending and three PSUs wrongly reported |
that CSR Rules were not applicable to them, Tae
remaining four PSUs were yet to publish their Annual
Report as of June 2018,

KSPIFC replied (June 2016) that non- spending was not
reported in the Director's Report due to oversight and
necessary disclosures would be made in the next year's

. |report. Two PSUs accepted the audit finding while Kerala |’

Farest Development Corporation Limited replied (July
2016) that they were not aware of the circular dated 18
June 2014 of MCA and assured that the audit finding will
be brought to the notice of BoD.

State Farming Corporation of Kerala Timired replied (June
Report 2014-15. The reply was not tenable as profit for the

period 2011-12 and 2013-14 exceeded Rs.5 crore and thus,
the Company came under the purview of CSR law:

*

Company

by
the

334

. | Deficiencies in spending on CSR

" | by these 10 PSUS,

Ten out of the 23 PSUs covered in audit had constituted | No remarks’

CSR committee as well as formulated a CSR policy and
spent Rs. 10.74 crore (Appendix 15) on CSR activitias
during 2014 - 15 and 2015 - 16, The following
deficiencies are noticed in the CSR Expenditure incurred

3.34.1

Non Spending on CSR

Two PSUs did not spend any amount on CSR during 2013- | No remarlks.
.| 16 though they had to spend Rs.0.67 Crore as per the Act.

Rehabilitation Plantation Limited replied (July 2016) that
they would spend the amomt earmarked for CSR during
201617,
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33.4.2

Non -display of CSR policy in website

Section 135{4) (a)of the Act and Rule'9 of CSR Rules
specify that the approved CSR policy shall be displayed
on the company's website. Four PSUs did not display the
CSR Policy on their website.

At our instance, three PSUs agreed to display their CSR
policy on their website, while Malabar Cements Limited
replied (August 2016} that they had displayed the scheme
aof assistance on their website.

‘The reply is not tenable as this amounts to violation of
Section 135(4) (a) of the Act and Rule 9 of CSR Rules.

10

3.3.43

Inclusion of activities in the CSR Pelicy undertaken in
pursuance of nermal course of business

According of CSR Rules, a company shall undertake CSR
activiies as per its stated CSR policy. Actvities
undertaken in pursuance of normal course of business of a
company shall not be treated as part of CSR.

‘We observed that the CSR policy (Itern number - 1) of
Kerala State Backward Classes Development Corporation |
Limited (KSBCDC) (engaged in the upliftment of]
backward classes and minority communities by rendering
financial assistance) states that where loanees are unable to
repay loan due to fatal disease, accident, death, etc., after
ascertaining the position of the family the principal,
interest and compoind interest would be partially or
completely waived by including them under the Loanees
Distress Felief Fund (LDRF} scheme. The LDRF is a fund
set up to meet any future contingencies that may arise out
of death or accidental disablement of the loanees. This is
directly related to the business activity of KSBCDC and
hence, item number-1 does not come under the purview of
CSR.

GoK replied (January 2017) that if the LDRF scheme of
the Company could not be counted under the ambit of CSR
activity, necessary corrective action would be taken in
future.

11

3344

CSR spending on inadmissible activities

Ministry of Corporate Affairs (MCA), Gol stipulated that

expenses incurred by companies for the fulfilment of any

CSR policy displayed -
in the web site.

_ Pl o guitad




48

K IACUStamte or Regulations would not count as SR
expenditure under the Act. The Kerala Minerals and
Metals Limited had spent an amount of Rs. 1.09 crore as
part of CSR activity during 2014-15 and 2015-16, out of
which Rs. 0.45 crare was spent as part of a legal obligation
and financial assistance to Panmana Panchayath-for budget
- | presentation, etc., which do not fall within the purview of
the Act. Hence, the same could not be counted as CSR
expenditure.

The company replied (July 2016} that amount shown as
CSR for the year 2014 - 15 and 2015 - 16 would be
reviewed,

12

3.3.45

Contribution in kind for CSR activities

Section 135(5) of the Act specifies that the BoD of every
company shall ensure that the company spends, in every
financial year, the required amount in pursuance of its CSR
policy. MCA reiterated (January 2016) that contibution in
kind cannot be monetised to be shown as CSR
expenditure.

During 2014 - 15 and 2015 -16 Malabar Cements Limited
(MCL) distributed cement in kind valuing Rs. 0.08 crore
while the Pharmaceuntical Corporation{Indian Medicines)
Kerala Limited (TPCKL) distributed medicines walning
Rs. 0.19 crore and accounted for them as CSR activities.

TPCKL replied (August 2016} that they would take into
.| consideration the audit findings when formulating & new
CSR policy after the reconstitution of the BoD. MCL
replied(August 2016) that cement was distibuted after
booking the expenses for CSR expenditure.

No remarks.

13

3.3.4.6

Contribution to State Govermment Fund

According to notification issued (27 February 2014) by
MCA, contribution under CSR is permissible orly to
Prime Minister's National Relief Fund or any other fund
set up by Central Government, We however, noticed that
Kerala State Financial Enterprises Limited contributed
(September 2015} an amount of Rs 0.50 crore to Kaiunya
Benevolent fund, a fund constituted by GoK.

GoK replied(December 2016) that the amount was
contributed by the PSU on receiving letter from
administrator of Karunya Benevolent fund with specific
_|reference to make contribution under GSR. The reply was

No remarks, Noted
for future reference.
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not tenable as contribution to funds st vy by the Stde
Governmments was not permitied by MOZ.

Ahsence of menitoring

Rule 3(2) specifies that CSH Comniitee chall ingtiiake o Aurdit fivedivg-
transparent wonitoring mechamisny for wg lemettarion uf | nuted

the CSR projects or propramnes o aclivides under@alien
by the company. We noticed instances uf absenrce of
| munitoring of CSR as shwown in Appendiz 1-




’ &dirkepon No4 {PSUS.) for the year ended 31 March 2016 7 o

Appendix 13

Staternent showing non-constitution of CSR Committee and non-formulation of CSR Policy
{Referred to in Paragraph 3.3.2)

0<
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Appendix 14
Statement showing non-spending wx CHR activities

(Referved to in pavagrapi ©.3.2)
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Audit Report No.4 (PSUSs) for the year ended 31 March 2016

Appendix 15

Staiement showing amount spent for CSR activities during 2014-15 ané
- 2015-16

(Referred io in paragraph 3.3.4)
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: Appendix 16

Statentent showing absence of monitoring of CS1L activities

® A State Publc Sector Undevuaking. i

.
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