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INTRODUCTION

1, the Chairperson, Committee on Public Undertakings (2023-2026} having
geen authorised by the Committee to present the Report on its behalf, present this
49™ Report on Kerala State Financial Enterprises Limited based on the report of the
Comptroller and Auditor General of India for the year ended 31" March 2018
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 24-8-2020. The consideration of the audit
paragraphs included in this report and the examination of the departmental witness
‘n connection thereto were made by the Committee on Public Undertakings
1 (2021-2023) at its meetings held on 27.6-2023 and 22-11-2023.

This Report was considered and approved by the Committee (2023-2026) at
|its meeting held on 18-3-2025.

| ; . LE g
The Committee place on record its appreclation for the assistance rendered to

them by the Accountant General (Audit), Kerala in the exarination of the Audit
paragraphs included in this Report.

The Committee wishes to express thanks to the officials of the Taxes
Department of the Secretariat and The Kerala State Financial Enterprises 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, Taxes and Finance Department and the officials of the
Kerala State Financial Enterprises Limited who appeared for evidence and assisted

| the Committee by placing thejr views before the Committee.

‘ E. CHANDRASEKHARAN,

| Thiruvananthapuram, Chairperson,
! 21* March, 2025. Committee on Public Undertakings.

|



REPORT
ON
THE KERALA STATE FINANCIAL ENTERPRISES LIMITED

Audit Report {2017-2018)
Audit Para 5.1 - Sanction and recovery of defaulted loans
5.1.1 - Introduction

The Kerala State Financial Enterprises Limited (Company), a Miscellaneous
Non-Banking Company (MNBC) was incorporated (1969) as a private limited
Icornpsmjy’ with the main objective to conduct chit business’. Apart from this, the
| Company accepts deposits and advances loans to the general public through its 577

[branches under 11 Regional Offices.

The details of loans outstanding and defaulf® position under different loan
schemes during the last three years ended 31 March 2018 were as given in
| Appendix 10. Tn order to examine the sanction, disbursement and recovery of
| defaulted loans given by the Company during the last three years ended 2017-18,
| audit selected 442 defaulted loans’ involving an amount of 13.21 crore (out of

!: 1,728 defaulted loans amounting to 41.38 crore) from the 20 branches under four

| regional offices® for detailed scrutiny.

f 1 A Company which restricts the right to transfer its shares, limits the pumber of members to 200
and prohibits any invitation to the public to subscribe to its shares.

2 Chit/Chitty is @ kind of monthly savings cum loan scheme conducted as a contract betwaen the

{ forsman and subscribers, The foreman collects a fixed amount every month as subscriptions from

each subscriber, The foreman pays a discounted value of the chilty sala as prize money to one of
the subscribers. ezch month after deducting the commission of the foreman.

3 A loan becomes default on non-repayment of any monthly instalment.

4  Gold lean-77 (amount ocutstanding $0.20 crore), New Housing Finance Scheme Loan-23 (amount
outstanding ¥0.53 crore), New Chitty Loan 184 (amount outstanding ¥9.81 crore), Reliable
Customer Lean-153 (amount outstanding ¥2.66 crore) and Consumer/Vehicle Loan-5 {amount
outstanding 0.01 crore) i such a way that 25 per cent of the value of default loans were covered.

5 Thiruvananthapuram, Alappuzha, Thrissur and Kozhikede. y

564/2025.
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Audit also selected four out of 10 Special Deputy Tahsildar (SDT) Offices®
for reviewing the progress of revenve recovery actions on cases referred for

Tevenue recovery.
Audit findings

9.1.2 The audit findings emerging from the Compliance Audit are discussed
below:

Legal mandate for conduct of non-banking business
5.1.3 - Acceptance of money in excess of guarantee limit

5.1.3.1 The Company accepts different types of deposits from the public and
these deposits are mainly used for advancing loans to its customers. The
Miscellaneous Non-Banking Companies (Reserve Bank) Directions, 2016 prohibit
companies from accepting deposits from the public unless guaranteed by the
Government.

Audit observed that:

* The Company dccepted public deposits during 2014-15 tg 2017-18 in
excess of the Government guarantee. The excess public deposit ranged
between $208.50 crore {2017-18) and ¥2,991.82 crore (2015-16). Despite
this, the Company issued Fixed Deposits Receipts and Sugama Deposits
Pass Books with the undertaking that the deposits were guaranteed by the
Government, which was misleading.

* The Company falsely declared its status as “Public Limited” in the Annual
Return to the RBI.

* Acceptance of deposits in excess of the Governmnent guarantee was also
not shown as public deposits in the Annual Return on Deposits submitted
to the Reserve Bank of Indiz,

6 Thiruvananthapurém, Alappuzha, Thrissur and Kozhikods,
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The Company, while accepting (December 2018) that overall d;eposité had
exceeded the guaranteed limits on some occasions, stated that the delay in
obtaining extension of guarantee coverag'e limit did not affect the guarantee
coverage as all the extensions were given by the Government with retrospective
effect.

The reply was not acceptable as the guarantee coverage can be extended with

prospective effect only,
5.1.3.2 - Non-regisiration with National Housing Bank

As per Section 294, of the National Housing Bank Act, 1987, any company
having the business of providing finance for housing ss one of its principal
objectives shall be registered with the National Housing Bank.

Audit observed that the Cotﬁpany did not obtain a certificate of regisiration

_from the National Housing Bank, but disbursed 15,968 New Housing Finance

Scheme Loans (NHFS) amounting to ¥927.38 crore during 2015-16 to 2017-18
without legal mandate. ‘

The Company replied (December 2018) that urgent steps would be taken for
obtaining the Certificate of Registration from the National Housing Bank.

5.1.4 Sanction of loans

" The Company offers New Chitty Loans’ to the subscribers of chitty. Reliable
Customer Loans are offered to persons who are custorners of the Company for the
Iast 12 months. Gold Loans, Consumer/ Vehicle Loans, Housing Loans and
Education Loans are offered to the general public. Terms and conditions of various
loans are given in Appendix 11. The position of 77 gold loans is discussed
separately in Paragraph 5.1.6. Audit noticed irregularities in the sanction of 110

loans out of 365 default loans except gold loans as shown in Table 5.1 below:

7  Renamed now as Chitty Loan,
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Fable 5.1: Details of irregularities in sanctioning loans

SL Reply of the Company
No. Norms of the Company Audit Observations and further remarks
{December 2018)
1 2 3 4

1

Sanction of New Chitty Loan (NCL) ;:{gainst norms

Non-prized chitty

subscribers® having

the time of the sanction
of the loan) are eligible

Three branches of the Company | With the permission
sanctioned eight NCLs®
remitted 10 per cent of | (.29
chitty instalments (at‘ subscribers before remittance

crore to  non-prized

of 10 per cent of the chitty
instalments, AHl NCLs were in
default for periods ranging
from 25 to 52 months with
default amount of T0.28 crore.

of of the Assistant
General Manager
(Region) concerned,
the branch could

NCL
remittance

sanction
before

of 10 per cent of
the instalments,

As the permission
from the Assistant
General Managers
(Region)

concerned was not
obtained at the
time of sanctioning
the loans, the reply

wis not acceptable.

Frized subscriber means a subscriber who has either received or
amount (prize amount means the difference between the chit amo
other than prized subscribers are called non-prized subscribers.
NCLs 314, 315, 316 and 317 of Pattikkad, NI
Malayinkeezhu.

is entided fo receive the prize
unt and discount), Subscribers

CLs 252, 148 and 149 of Keduvalli and NCL 2362 of



1

2 | 3

2 |If the liability omn al Four NCLs" for €0.05 crorJThe
were sanctioned fo two question was revalued

' property exceeds 30.10 | each

crore, the entire property individuals against the security | subsequently
by the accepted by the

The | Regional
documents were not forwarded | The reply confirms

'documents should be :. of the same property
 forwarded to the Regional | Branch Manager.
Office.

| 'to the Regional Office though | that
the | valuation of property

i lthe liability against
' | property was 30.20 crore.

] !

. |1n case of NCL having | The repaying capacity of four
who were sanctioned
‘with interest of 5,000 .I five Joans" amounting to X0.20
and above, the repaying | crore, was insufficient to pay
the monthly instalments This
becanse these four persons
before the sanction of had already  availed other

instalment | persons,

was to be assessedlwas

{oans/chirties from

| for more than 12 months.

—

b 3 I
| monthly
I
F capacity of the loanee|
I
{1
||| the loan.
" |
1
[ .
4 |
|
| 10

NCLs 314, 315, 316 and 317 of Pattikkad.
NCL 232 (Chittar), NCL 2938 (Alappuzha T0), NCL 706
RCL 1097 (Kayambulam).

e —

property in

and
Office.

the initial
was not approved
by the Assistant
General Manager
(Region).

The Unit Heads used
their discretionary
powers to assess the
repaying capacity
of the loanees.

The reply was silent
about the loans/

i theLchitties sanctioned
|Company and their declared

| | income was just sufficient 10
pay monthly instalments of
'| ' these loans/chits. Despite this,
| the Company further released
| chitty prize money of ¥0.19
" crore to three persons out of
. the above four persons. The

instalments of all the eight
| Joans/ chitties were in default

to persons with in
sufficient income
to repay.

e it

(Alappuzha Evening), NCL 1997 and
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Sanction of Reliable Customer Loan (RCL) to ineligible persons

Applicants should not
be defaulters at the time
of applying for the loan,

Three bianches  of  thel|The Unit Heads uysed
Company s'anctioned three | their discretionary
RCLs of 30.07crore to three powers and deviated
persons® when NCLs availed from the restriction
by them weré in default for | for the best interest
0.08 crore. The three RCLs|of tHe business
and NCLs were in default and promotion.

the amount recoverabje stood
at X0.11crore.

Applicants should e
customers  of  the
Company for more thap
12 months.

RCLs of 1.74 crore were
Biven to 70 customers even
though they were customers of
the Company for less than 12

did not empower
months. All the 70 loans were e unit heads 1o
|in default for periods ranging deviate from the

from 15 to 43 months and the laid down procedure
amount recoverable stood at .

arbitrarily.
%1.21 crore,

The reply was not
acceptable, as the
ntorms of the Company

In respect of two loans* for The Company agreed
X0.08 crore, while creating (with  the audit
fortgage on settement deed, | observation that
bersons with life interest dig persons with life
not join the mortgage, interest should
invariably join the
mortgage,

In case of settlement
deed®  being offered
for creating mortgage,
persons  having  life
interest should ajso jnin
the mortgage.

12 Kayamkulam RCI, 1097 (NCL 1997}, Alappuzha Evening RCL 1212 (NCL 500), Pattikkad
RCL626 (NCL347),

13 Adeedin writing of mavaple or immovahle Property for some dependable persons.
14 RCL 649 and RCL 657 in Pattikikad branch.
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Sanction of loan against inadeguate security of property

7 | In case of acceptance of
property (land and
buildings) as mortgage,
the estimated market
\value of the property

| should be sufficient to

l cover twice the future

liability in case of RCL

and NCL and 1.73

times the future liability

in case of NHFS.

B | *Non-kudikidappu

Certificate’ was to be
| gbtained  from the
§ 'village office if the land
offered as security was

below five cents. Moreover,
l personal sureties should
1 be obtained in such
l Cases,

kudikidappu

l el

Five branches extended nin
loans for ¥32.90 lakh even
though the estimated market
value of the property given as
security was inadequate to the
%2792 lakh
shown in Appendix 12.

obtained in these cases.

15  Pattikkad {RCL 565) and Chelakkara (NCL 727 and 827).

as

o! In the case of loans

mentioned in
Appendix 12, the
(Company stated

(January 2019) that
the present valuation
of the property was
sufficient to cover
the existing dues of
the loan.

The reply was not
acceptable as the
market value of
properties pledged
was insufficient at
the time of
sanctioning loans.

Two branches®® extended ong
RCL and two NCLs for ¥0.09
three
obtaining

individuals
‘Non-
Certificate’.
Personal sureties were also not

The Company usually
collected the ‘Nomn-
Kudikidappu
Certificate’ and
additional personal
sureties were obtained
later on, in cases
where there was
more number of
property pledged with
a high realisable
value.

’The reply was not

acceptable as the
fact remained that
as no such certificate
and additional personal
securities were
obtained in these
cases.
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3.

4

Paddy fields (wet land) | Five loans for 18 lakh with a

With

respect  to

assigned maximum market
value of ¥1 lakh and
2,25 lakh per acre
respectively,

was  sanctioned by

branches of the Company, the

and  rubber/coffeefteal| future liability of X35.12 lakh|RCL 924 specified
coconut plantation having
road access should he

four|in Ai)pendix 13,
Company

accepting paddy field/ rubber|confirmed (January

plantation as eollateral. The
Company assigned a higher
market value to the property
deviating from norms which
led to inadequate collateralisation

2019) ‘that  the !
security was indeed
rubber estate, but
valuation was done
based on  the

of loans by 49.16 lakh as ,market b,
shown in Appendix 13, FORE s ot A CIp
' 2373 and RCL-
l1555, it was
Erel:ilied that the
‘ Isecurity offered
was not plantation
property.

'The reply was not
acceptable as Company
underlined  the
arbitrariness in
| vatuation in violation
of  Company’s
guidelines, In the
Valuation Report of
{NCL 2373 and
RCL1555, both the
properties were
classified as agri-
cultural land with

rubber trees,
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—= T e e GEaE T =
1 2 3 4 7
10 | The maximum multiple|{Perambra branch™  of the|No specific reply

11

12

3 o
If the property offered

—

liability that can be
charged on a property
was limited to six
mortgages.

A property already
under mortgage to the
Company can be accepted
for a second and sub
sequent time only if
there is no default in the
Chiities/ Loan accounis
(for which the property
| is already under martgage.

is not in the name of the
loanee, and the progperty
offered is devolved on
the mortgagor on the
death of his predecessor,
heirship certificate is to
be obtained.

NCL 3449.
NCL 1821

Ji)btaining legal heirship certificate.

Company sanctioned one loan
for %0.10 crore against &
property which already had six
charges. The loan was in
default for more than 29
months and the amount
recoverable stood at 0,10
crore,

The Kattanam branch sanctioned
(March 2015) one NCL” of
¥0.05 crore against security of
a property which was already
under mortgage to the
Company {Kaunnanallur
branch) in respect of two
defaulted (since September
2014) NCLs™ ,

The Vizhinjam branch of the
Company sanctioned a loan® |

for X0.10 crore by accepting
land as security  after
revaluation which was already
under mortgage to the
Company against a prized
chitty. The land was owned
and possessed by the deceased
father of the loanee and was
accepted as mortgage without

was furnished.

The Company
accepted the audit
observation  and
stated that explanation
would be called for
from the Branch
Managers.

The Company
accepted the audit
observation  and
stated that action
was being taken
against the Branch
Manager for the
lapses.

NCL 678 and NCL 689 in Kannanaltur branch.

NCL 2825,

564/2025.
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date.

20 RCL 1212 (Alappuzha

21 RCL 1212 (Alappuzha

For securing loans by|Four branches of
salary certificate, the
maximum liability that
could be covered by
self or single surety was
X4 lakh and %3 lakh

10

3 f4‘1

Sanction of loan against improper persa

nal surety

extended 19 [pans
amount of X1.04 crore against
the personal sureties of 19
persons. As these persons had
given sureties against loans of

service left for retirement
after the lpan closire

i

Tespectively, limited to|some other persons, the
10 times his/her pay. balance eligible surety was
55.06 lakh. Thus, the Company
accepted sureties in excess of
the eligible limit by $49.24 lakh

as shown in Appendix 14,

i soudinii gl ¥ gnily

HiThe sureties In respect of four loans®
: . sanctioned by four branches of
have at least six months the Company, the loans were

secured by personal/ self-
sureties of nine persons. Out
of this, four sureties did not
have balance service of six
months after the loan closure
date. Further, in respect of two
loans* | the retirement dates of
the suerties preceded the loan
closure dates.

All the four loans were in
default for periods ranging
from 19 to 44 months with
%0.13 crore outstanding,

_— & 5 i

the Company | The

were
for an

Unit  heads
empowered

to relax 10 per cent
of the total

liability’s security
and was allowed
only for better
business promotion.

The reply was not
acceptable as the
Branch Managers
relaxed security in
excess of 10 per
cent to the five
loanees, by over
looking the norms
of the Company.

If a person with
service less than
the tenure of loan
was accepted as
personal surety by
the Company, . a
consent letter would
be obtained from
remaining co-surefies/
loanees.

The reply was not
acceptable as in the
cases -pointed out,
there was o
consent letter ohtained
from other sureties/
loanees,

Evening branch), NCL 440 (Balaramapuram branch}, NCL 234 (Meppayur
branch) and RCE, 730 {Chalakkudi branchj,
Evening branch) and NCL 440 {(Balaramapuram Evening branch),
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|
|
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11

3

4

Improper disbursement

15 |[NHFS loan shall
released based on stage-
wise completion,

be

of the New Housing Finance Scheme (NHFS)

The Company released (April-
August 2013} all three instalments
of loan® amounting to ¥0.08
crore to the loanee without
ensuring stage-wise completion
of construction. The loanee did
not submit the completion
certificate as of June 2018.
The loan was in default for 19
months and the amount

recoverable was 0,08 crore.

The Company accepted
(December 2018)
the audit observation,

Thus, out of 365 Ioans amounting to ¥13.01 crore examined in audit (out of
1,728 defaulted loans amounting to $41.38 crore), the Company sanctioned 110
loans for X3.50 crore without adhering to the codal provisions. This indicated that
30 per cent of the defaulted loans were sanctioned disregarding the norms
prescribed by the Company for sanction of loans. Hence, Government/ Company
may check the Jevel of compliance of norms in sanctioning loans in the cases
which were not test checked by Audit.

5.1.5 - Non-promotion of Vidyadhanam Loan Scheme

The Minister for Finance, in his Budget speech 2011-12, announced (8 July
2011) “Vidyadhanam Loan Scheme” with the help of the Company for the students
belonging to weaker sections having annual income less than %0.01 crore for
professional courses. GoK would provide interest subsidy of four per cent. The
Company was to set apart 330 crore every year for the scheme so as to benefit
around 1,500 students annually. The scheme also covered students belonging to
general category (at 13.50 per cent rate of interest) in addition to weaker section.

Audit observed that ;

22 NHFS 3 Alappuzha Evening branch.
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-+ The Company disbursed loans of only ¥1.32 crore to 36 students since the
launching of the scheme till March 2018. This included %0.31 crore to 12
students belonging to weaker sections. The Company did not fix targets
for Regions/ branches for the disbursement of loans nor popularised the
scheme through any advertisement, underlining the indifference of the
Company to the scheme proposed by the Government.

* The rate of interest of Vidyadhanam Loan Scheme was kept unchanged at
12 per cent, though the Company reduced interest rates for other loan
schemes.

* In respect of X0.31 crore sanctioned to 12 students belonging to
economicaily weaker sections, the interest subsidy of T0.05 crore was yet
(July 2018) to be given by the GoK,

Taking note of the audit observation, the Company assured (December 2018)
that a strategic plan would be formulated for popularising the scheme and targets
would be fixed and assigned to Regions and branches. Action would also be taken
to get reimbursement of the subsidy amount from the GoK.

5.1.6 - Gold loan scheme of the Company

During 2015-16 to 2017-18, the Company disbursed 18.22 lakk loans
amounting to 313,926 crore, Out of this, 14.95 lakh loans (82 per cent) amounting
to 4,723.84 crore (34 per cent) were gold loans™. Considering the significance of
gold loans in the total loan portfolio of the Company, apart from the sample of 77
gold loans, Audit examined, the gold loan portfolio in general, The audit
observations are discussed in the following paragraphs. y

5.1,6.1 Improper sanction of gold loan to private money lenders

Through the gold loan scheme, the Company aimed at (March 2012)
achieving its social objective of saving the common man from the unscrupulous
activities of private players. According to the circular® issued (June 2009) by the
Company, a person can be given a maximum number of three gold loans in a
working day from a branch, otherwise specific approval of the Branch Manager
concerned was to be obtained. Audit observed that:

23 Gold loan is a secured loan in which a customer pledges his/her gold ornaments as collateral for
taking a loan.
24 Circular No. 468/2008 dated 20 June 2009,
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« In three® out of twenty branches examined by Audit, the Comparny
extended 570 gold loans amounting to X0.96 crore to 16 individuals in
excess of three loans on occasions ranging from 1 to 136 days. The
sanction of excess loans was without the s:pecific approval of the Branch
Managers. Out of the 16 indivicuals, five individuals in Vizhinjam branch
were private gold financiers and these private gold financiers were givern
excess loans of 0.36 crore,

» During the period 2015-16 to 2017-18, seven branches disbursed gold
loans amounting to ¥156.78 crore to 11,430 loanees. Out of this, I66.44
crore were issued to 56 individuals through 30,370 gold loans.

| 'These 56 borrowers, who accounted for one per cent of the total loanees were
Hisbursed 42 per cent of the total gold loans during 2015-16 to 2017-18. As the
ligh number of loans availed and vsed by the individuals in a short span of three
vears seemed unlikely, the possibility of private money lenders having taken gold
loan from the Company for further lending could not be ruled out. Managers of
Alappuzha II and Vizhinjam branches accepted that eight individuals who took
[large numbser of loans from each of the branches were privaté money lendlers.

The Company, wiile acknowledging (December 2018) that the very objective
;nt’ the Gold Loan Scheme would not be achieved if it was extended to private
;money lenders, stated that strict directions were given to Regions and branches not
[to entertain private money lenders.

;l 5.1.6.2 Charging lower rate of interest

The total loans taken by a person in a particular day was to be aggregated for
|1hu fixation of applicable rate of interest. The applicable rate of interest for gold
loan with effect from March 2017 was 9.50 per cent per aniium for loans up to
320,000 and 10.50 per cent per annurm for loans above 20,000,

Audit examined the sanction of 1,651 gold loans in which more than one loan
was given to the same person on a day in 20 branches of the Company and
\observed that the rate of interest was fixed without aggregating the loans taken in a

5 Malayinkeezhu, Maranallur and Vizhinjam branches.
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day. This was because the CASBA software calculated interest at the rate of 9.50
per cent for the first loan below 320,000 and interest rate of 10.50 per cent only for
the second/third loans, The Company thus recovered one per cent less interest from
1,651 gold loan accounts and suffered a loss to the extent of T0.01 crore in 20
branches examined by Audit,

While accepting the audit observation, the Company thanked (December
2018} the Audit for pointing out the flaw as this would amrest further monetary
losses.

5.1.6.3 - Delay in disposal of gold held as security

According to the circular issued (November 2012) by the Company, gold
loans were repayable within six months from the date of sanction. In case of failure
to repay the gold loan within one year or when the outstanding dues including
interest and penal interest exceeded 85 per cent of the value of gold, the Company
Is at liberty to sell the gold pledged against the defaulted pold loans, Audit
observed that;

* There were delays ranging from 23 to 37 months in conducting auctions
of gold held as security for realisation of outstanding dues of X1.21 crore
«In 135 cases in 6 out of the 20 branches examined in audit. Due to the
delay in conducting auction, the Company recovered only T0.96 crore
through auction sales resulting in a loss of $0.25 crore. Apart from this,
Audit observed that in other 78 branches, there were delays ranging from
16 to 52 months in conducting auction of gold resulting in loss of $2.27
Crore .

Concurring with the audit observation, the Company replied (December
2018) that immediate actions would be arranged to conduct auction. Loss already
sustained would be recoverad from the persons concerned.

5.1.7- Recovery of loans

The loans advanced by the Company, except gold loans?, were repayable
with interest in meonthly instalments over periods ranging from 6 months to 30

26 Core Application Software for Business Aecaunting (CASBA) is the networked software used in
the branckes for chits and loans.
27  Gold loans are not repayable through EMIs but have a maximum repayment period of six months.
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years as detailed in Appendix 11. In case of default in payment of monthly
instalments, penal interest was to be charged on the default amount and in case of
default beyond 18 months, such cases were to be referred for revenue recovery
proceedings. :

Audit observations on the recovery procedure are described below:
5.1.7.1 - Recovery of default amount from sureties

The GoK introduced an online system, Service and Payroll Administrative
Repository for Kerala (SPARK), for effecting recoveries from the salary of the
employees from August 2016. As per the system, the Drawing and Dishursing
Officer shall recover the dues from the salary of the employees and credit the
amount directly to the Company. Out of 442 loans examined in audit, default
amount of T1.12 crore in respect of 52 borrowers was to be recovered from the
salary of the sureties,

Audit observed that out of the 20 branches examined by Audit, 12 branches
did not register under SPARK. As a result, recovery of 30.68 crare in respect of 33
loans could not be effected. In respect of the balance 19 loans amounting to X0.44
crore in eight branches registered under SPARK, no amount could be recovered as
the Branch Managers did not place the request on SPARK.

The Company replied (December 2018) that instructions were given to all
branches to ensure registration and recovery under SPARK]

5.1.7.2 - Recovery of default amount from prize money

According to the Manual of Procedure of the Company, default, if any,in
| respect of any chitty/loan of the subscriber/borrower or any surety can be deducted
from the prize money of the chites of the subscriber/borrower or surety.

Audit observed that:

+ The Company did not recover the default amount of %0.02 crore in
respect of three New Chitty Loans® from the prized chitties of the borrowers.

28 NCL 2255 (Malayinkeezhu), NCL 589 (Alappuzha Evening) and NCL 1784 (Kattaname).
!
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* An amount of T0.54 crore was overdue from three defaulters?® for more
than 18 months which was due for revenue recovery action. These three principal
defaulters won prize money of 30.30 crore against chitties. The Company adjusted
only Y0.23 crore against the overdue amount of T0.54 crore of these defaulters.
The balance prize money of T0,07 crore was adjusted against the default amount of
five other persons. The loan accounts of two persons® were settled this way. The
adjustment of prize money against the default amount of other persons was
irregular. Thus, sett'ement of prize money against the dues of other parties without
adjusting against the principal defaulter, allowed the principal defaulter the
possibility of collecting the amount subsequently from the other persons. Audit
also cbserved that although three defauliers were in default for more than 18
months, these loans were yet to be referred to SDT for FEVEIe Tecovery
proceedings.

The Company replied (December 2018) that if the branches had violated the
existing norms, stringent action would be taken against them.

5.1.7.3 - Recovery of dues through revenue recovery action

As per the provisions of the Manual of Procedure issued by the Company,
loans in ‘default for more than 18 months were to be referred for revenue recovery
action under the provisions of the Kerala Reverue Recovery Act, 1968. Audit
observed that out of 442 defaulted loans worth X13.21 crore examined in audit,
402 loans involving an amount of 12.14 crore were in default for periods ranging
from 19 to 72 months. Although these 402 loans were to be referred for revenue
recovery action, the Company @id not initiate revenue recovery action as of July
2018,

As no case out of the 402 test checked cases was referred for revenue
recovery action, in order to assess the efficacy of recovery through revenue
fecovery action, Audit examined the functioning of four out of 10 SDT offices and
the Head Office-Revenue Eecovery (HO-RR) wing,

23 Smt, Saleena Shahjehan, Shri Javahar CL and Shri Jayan of Chittar, Malayinkeezhu and Vizhinjam
branches respectively.
30 Smt. Arifa Beevi RCL 355-%2.15 lakh and Shri Sisupalan prize money 16/2012-18 30.53 lakh,
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Audit observed that:

« As of March 2018, 16107 loans/chitty files involving recovery of
T474.55 crore were pending at the 10 SDT offices and 4294 files were not
traceable.

« In the four SDT offices examined in audit, 606 loans/ chitty files were not
traceable. In respect of 57 such default cases in SDT office, Alappuzha amount
recoverable was ¥3.02 crore®. Only the office of SDT, Alappuzha had done
reconciliation with the HO-RR wing regarding these missing files. The other three
offices did not reconcile the differences.

The Company replizd (December 2018) that action would be taken against
the branches which had not initiated RR action even after the loans were in default
for more than 18 months. The Company further assured that the issue of missing
files in SDT offices would be looked into seriously.

5.1.7.4 - Attachment of movable and immovable properties

As per Section 5 of the Kerala Revenue Recovery Act, 1968, the Company
can attach movable and immovable properties of the defaulter for recovery of dues
to the Company. Audit observed that:

« Out of ten SDT offices, only SDT office, Thrissur attached movable
property and recovered X2 crore during 2017-18 in part settlement of the dues in
23 out of 617 cases. None of the other offices attached movable properties.

The Company replied that all the SDTs were given directions to explore this
method as part of revenue recovery proceedings.

+ Out of 171 RR files examined in audit, in respect of 13 Joan/ chitty files®
in three SDT offices, repeated time extensions and facilities for payment in
instalments were offered on the recommendation of the Ministers, Chairman and
Vice Chairman of the Company. These repeated extensions were offered despite
non-adherence to the conditions of the previous extensions. Further, in 19 cases

| 31 The remaining three $DT offices did not carry out reconciliation of files generated and sent from
HO-RR wing and files entered in the RR Demand Register at the SDT offices,

32 RR File No.7047, 7050, 5051, 7701, 8233, 8206, 8208 and 8207 (Alappuzha SDT), RR File Nc.
1495 (Thiruvananthapuram SDT), RR File No. 7975, 7976, 7978 and 7979 {Kozhikode SDT).

| 564/2025.
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b ]
involving an amount of X0.93 crore, revenue recovery action was not resumed
even though the defaulters failed to adhere to the conditions of time extension/ stay
orders.

The Company stated (December 2018) that repetitive administrative stays
hampered the functioning of SDTs and it was not practical to completely avoid
such administrative stays. The Company also stated that a system was being
brought in for disclosing details of stays obtained previously.

Thus, due to the delay in referring cases for revenue recovery action coupled
with the delay in recovery of dues even in cases referrec, the percentage of non-
performing assets (NPA) of the Company ranged between 18.53 and 22.25 during
2015-16 to 2017-18, while the percentage of NPA of NBFCs as per RBI report was
only 5.86 per cent as of March 2018,

The Company clarified that as the Company was compelled to take a lenient
approach in many instances owing to its social commitinent and its functioning
cannot be compared with the banks,

The Company’s reply was not acceptable as the Company classified a loan as
NPA on non-payment of loan instalments for six months whereas the banks
adopted three months for Npa classification. Further, higher percentage of NPA
highlights the failure of the recovery mechanism of the Company.

5.1.8 - Computerisation of revenue recovery process

For the management of the revenue recovery processes at the 10 Special
Deputy Tahsildar (SDT} Offices and at the HO-RR wing, the Company used three
software packages, viz., Revenue Recovery System (RRS), RRS1314,® which are
vintage DOS based packages and Centralised Application Software(CAS) RR. The
Company introduced CAS RR in April 2016 as an integrated system for linking
SDT offices and HO-RR wing. However, CAS RR generated only the RR demand
and collection entries remained to be entered in RRS and RRS 1314 as all the
functional modules of CAS RR were not operational. Further, all the fhree software

33 RRS was used for cases in respect of which RR action was initiated prior to 31/03/2013, while the
RRS 1314 was used for RR action initiated after 01/04/2013
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were not connected with CASBA used in branches. Thus, there was no integrated
software package in SDT offices and at the Head Office RR Section.

The Company replied (December 2018) that it has initiated steps for
developing RR module in CASBA which would be ready by 2019-20.

The GoK endorsed (May 2019) the replies of the Company.
Conclusion

The Company accepted deposits from the public in excess of government
guarantee and issued fixed deposit receipts and Sugama Deposits Pass Books
with the undertaking that the deposits were guaranteed by the Government.
Loans were sanctioned without following norms applicable to the different
categories of loan. Gold loans were sanctioned to private money lenders in
violation of the objectives of the Company. There were delays in auction of
gold to recover dues in default cases. Default loans were not referved for
recovery of dues through revenue recovery action. Percentage of NPA on loans
outstanding of the Company steod at 22.25, whereas the NPA of NBECs as per
report of RBI was only 5.86 per cent.

The Audit observation is based on our analysis on sample cases only.
Since there is a possibility of more such cases occurring in other loans, the
Company may examine the loans not covered in audit and take suitable
corrective action,

[ Audit Paragraphs 5.1 to 5.1.8 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31" March 2018 ]

The Notes furnished by the Government on the Audit Paragraphs are given in
Appendix II

Discussion and Findings of the Committee
5.1 — Sanction and recovery of defaulted loans
5.1.3 — Acceptance of money in excess of guarantee limit
Audit Para 5.1.3.1

The Committee sought explanation regarding the audit objection that the
Company accepted public deposits in excess of the Government guarantee during
2014-15 to 2017-18 and also that the Company falsely declared its stats as
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“Public Limited” in the Annual Return to Reserve Bank of India, The Managing
Director, KSFE replied that the Company is irying to increase the guarantee
coverage limit at regular intervals and that as the Company gained much
acceptance among the public, the circumstances forced to receive more deposits in
excess of the Government guarantee.

The Commitiee enquired whether the Company now accepts deposits in
excess of Government guarantee limit. The witness replied that the Government
guarantee limit at present is 317,000 crore and the Company had received only
15,700 crore as deposit from the public. He added that the Company had
requested the Government to increase the guarantee coverage limit upte 320,000
crore,

The witness informed the Committee that the attractive interest rate of
deposits resulted in the increase of deposits and that the overall deposits had
exceeded the guaraniee Iimit only on some occasions and it was ratified by the
Govermnment within a short period. But the Additional Secretary, Finance
Department informed the Committee that department has not given retrospective
effect to the same.

The Committee recommended that the Company should not accept public
depaosits in excess of Government guarantee limit, in future.

Conclusion/Recommendation of the Committee

1. The Committee observes that the Company accepted public deposits
in excess of the Government guarantee during 2014-15 to 2017-18 and also
notes that the atiractive rate of interest on deposits resulted in increase in the
number of deposits which in turu resulted in exceeding the guarantee limit. So
the Committee recommends that the Company should not accept public
deposits in excess of Government guarantee limit, in futare,

Audit para 5.1.3.2 - Non registration with National Housing Bank.

The Committee observed that the Company has not obtained a certificate of
registration from the National Housing Bank, but disbursed about 15968 New
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Housing Finance Scheme Loans amounting to X 927.38 crore during 2015-16 ta
2017-18 without legal mandate. The Committee sought clarification regarding the
matter.

The witness replied that the Company had sought legal clarification from the
standing council of the company, M/s Menon and Pai Advocates. The advice was
that taking into consideration the nature and primary objective of the Company, the
Company need 1ot obtain registration under section 29 A of the National Housing
Bank Act, 1987. He added that the Company had provided Housing loan only
below 3% of the Company's turnover.

The Committee recomended that the Company should seek legal advice
either from the Advocate General or from the Law Depariment on the above
matter.

Conclusion/Recommendation of the Committee

2. The Committee noted that without obtaining certificate of registration

from the National Housing Bank, Company disbursed New Housing Finance

| Scheme loans. The Committee further noted that the C’o;npany did not register

with the National Housing Bank in accordance with the lega! advice provided by

the Standing Council of the Company. Hence the Committee directs to seek legal

| advice either from the Advocate General or from the Law Department for more
clarification about the matter.

) 5.1 - Sanction and recovery of defaulted loans
5.1.4 — Sanctien of Loans
i. Table 5.1 — Details of irregularities in sanctioning loans.
\ Sanction of loan against improper personal surety.
| SLNo. 1 to 12 of Table 5.1

The Company offers New Chitty Loans to the subscribers of chitty and
Reliable Customer Loans are offered to persons who are customers of the company
| for the last 12 months. The Committee enquired about the irregularities in the
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sanction of 110 loans out of 365 default loans except gold loans to persons who
were customers of the company for less than twelve months. ( Table 5.1)

The Managing Director replied that most of the cases mentioned in the audit
observation were closed and action initiated in vest of the cases. He added that
eight New Chitty Loans mentioned in the first audit observation, four cases in the
second observation and two out of the four cases in the third observation were
closed and revenue recovery proceedings were started for the remaining two cases
in SLNo.3. The fourth observation consists of five cases out of which four were
closed and revenue recovery proceedings have started for the remaining one,

The fifth audit observation was that RCL of ¥1.74 crore was given to 70
Customers eventhough they were customers for less than 12 months. The witness
replied that recently, Reliable Customer Loan (RCL) has been renamed as KSFE
Personal Loan (KPL) and the condition of minimum 12 months association with
the Company has been done away and now personal loan can be sanctioned to new
customers also.

The witness acknowledged the Committee that out of the two cases which
came under the sixth audit observation, one case has been closed and the other was
referred to Revenue Recovery proceedin gs. He added that strict instroction to
follow norms has been given to accept property security in the seventh case and
three cases in the eighth audit observation and two cases in the ninth observation
were closed,

Regarding the tenth observation, the witness informed that the maximum

multiple liability that can be charged on a property was limited to six mortgages

' but the branches can create liability in excess of six mortgages with the permission
of the concerned AGM (Region). '

The witness informed that the two cases mentioned in tile eleventh audit
observation were transferred to RR proceedings. He added that the twelfth case
was related to legal heirship certificate and action is being taken against the Branch
Manager for the lapses.

The witness informed the Committe= that KSFE issues loans at an affordable
interest rate compared to Banks and other private institutions and it also gives gold
loans at an interest rate of 4.9% and 8.9% for higher amount of gold loans.



23

The Committee enquired about the changes in the guidelines that the
company brought about in issuing loans. The witness replied that as thirteen years
of prior deed was compulsory for property security, people have to bring prior
deeds even of 1960s and so the company decided to waive that condition. But as
there are some ambiguities and possibility of fraudulence, it was decided to modify
the guidelines.

The Committee suggested that the Company can make it mandatory tor the
loanee to produce Possession Certificate and Non Liability Certificate but not to
insist the loanee to produce the prior Deed of thirteen years back. The Committee
enquired whether the company accepts attested copy of the deeds. The witness
replied that attested copy could not be accepted but original Deeds are recorded in
Mortgage Register and after that they are under safe custody of the Company.

The Committee enquired about the discretionary powers of the Managers.
The witness replied that special delegation of powers are bestowed on Managers
and Regional Heads and that 90 % of the loans are issued under property security
and the document verification of property security is the responsibility of Branch
Managers.

The witness informed that Managers can use discretionary powers to assess
the repaying capacity of the loanee. If the discretionary powers are not used in
proper manner, Audit will seek explanation. For that query of -the Audit,
explanation will be sought from the concerned Managers and if the explanation is
not satisfactory further action will be proceeded. He added that there are many
such cases and recently a Manager was demoted and suspended from service. He
added that in the case of retired officers liabilities would be recovered from his
pensionary benefits including DCRG.

The Committee enquired whether the percentage of repayment has been
increased. The witness replied that it has been increased and that the Company has
introduced a scheme named ‘Sanjeevanam’ and brought about some concessions in
the existing loans which were defaulted in the month of March. The company
reduced the penal interest of the chitties that were not called by the subscribers and
secared an amount of 780 crore. This was achieved by accepting the norms of
Reserve Bank of India. According to these norms there can be a default in
repayment in the month of January, February and March provided that these
defaults would be cleared by the month of next December.
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The Comimittee enquired whether the Company has to write off any amount
as bad debt. The witness replied that the Company recovers such amounts through
Revenue Recovery proceedings and initiated to recover an amount of T1500 crore
5o far, He added that only in the case of demise of the subscriber, the Company had
taken steps by intimating the Government and that currently the Company is trying
to recover these amounts by conducting district level adalaths and giving
toncession in interest and also by avoiding penal interest.

The Committee enquired whether the Company had increased the interest on
tleposits with the increase in profit. The witness replied that the Company decides
the rate of interest based on the industrial pattern rather than profit. He added that
when Reserve Bank of India had increased the repo rate about six times after May
2022, the Company also increased the rate and by doing so the company earned an
additional deposit of abou: 3000 crore. The witness added that the Company
isswed more gold loans and other loans and thart the interest rate of deposits are
comparatively higher than that of other institutions.

The Committee enquired about the cletails of Pravasi Chitties. The witness
replied that Pravasi Chitties are more profitable and Company earned about %74
crore as profit in the current financial year and that KIIFB had administered the
capital expenditure for the project. He added that migrants can join Pravasi Chitties
from any of the countries and there are about one thousand Pravasi Chitties and
ébout one lakh subscribers. He informed the committee that the largest Pravasi
Chitti is with 2 lakh “epayment per month and present CD ratio is 51% and that the
Company does not increase credit-to-deposit ratio like other banks,

S1.Ne. 13 & 14 of Table 5.1

The audit objection was that four branches of the Company accepted sureties
in excess of the eligible limit and the sureties did not have balance service of six
months after the loan closure date. The Committee enquired whether the defaulted
loans have now been closed and any action has been taken against the concerned
officials,

The MD replied that in Kattanam Branch, out of three defaulted loans two
loans were closed and one is under RR proceedings and in Chalakkudy, Meppayur
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and Balaramapuram branches, the defaulted loan accounts were already closed. He
also added that the Managers are empowered to relax 10% of the total liability
within their discreationary power to frontline customers for better business
prospects. Therefore, strict action has not been taken against the branch managers.
He added that strict instruction has been given to follow norms and now conditions
are being strictly followed by the officials.

In response to the Committee’s query as to whether any concession in surety
is allowed to customers when salary certificate is produced, the witness responded
that ninety percent of the company's loans granted by it are on property as security -
and therefore the recovery process is slow in such cases. He added that operational
freedom had been given to the branch managers for sanctioning loan against salary
certificate as surety.

SI.No. 15 of Table 5.1 — Improper disbursement of the New Housing Finance
Scheme (NHFS) '

The audit observation was that in Alapuzha Evening branch the Company
released the loanee's instalments without obtaining a stage-by-stage construction
completion certificate and the loan was in default for 19 months. To a query about
the audit observation the witness replied that the completion certificate from the
loanee in Alappuzha Evening branch has been obtained and the remittance in the
lean is up to date,

The Committee inquired the reason for Alappuzha branch alone had such a
high number of outstanding loans, the Senior Audit Officer informed that the audit
was conducted only in 20 branches of KSFE and the company has been instructed
to conduct inspection in other branches.

‘The Commitiee observed that KSFE has higher percentage of NPAs
compared to other financial institutions and inquired which loans have higher
NPAs. The witness replied that till 2015-16, NPA classification was done according
to 181 days norms and after switching on to 91 days norms, there was a situation of
accunulation of acconnts and NPA is much higher mostly in chit related loans and
personal loans.

564/2025.
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The Committee observed that the accumulation of arrears is caused due to
lack of recovery action on collatteral securities of pending chitties/loans and non
compliance of procedures in the case of accepting salary certificate as surety. The
witness admitted that revenue recovery of about ¥1600 crore is proceeding and out
of the Y5500 crore of NPA, X200 crore is pending in the case of surety with salary
certificate.

To a query of the Committee, the witness informed that Revenue Recovery
proceedings were delayed due to instruction from the court as well as the request
from the principal debtor. He added that the branches of KSFE are given Grades

such as medium and large. ;

The Commitee opined that giving relief to the defaulters while trying to
collect the arrear is not a comforting move on the part of the KSFE and it may lead
to enhance the business but at the same time it cannot be overlooked and the
companies’ NPA is also increasing along with it.

The witness informed the Committee that out of the 627 branches of KSFE
about 100 branches have higher NPA and the corporation is trying to formulate a
default index system to control NPA.

The witness informed that in the financial year 2022-23, KSFE made a profit
of about X370 crore and that, after the covid period there was 72% growth in their
business. The Committee observes that eventhough it says KSFE is profitable, the
increase in NPA, a share of profit becomes irrecoverable bad debts and increase in
number of Revenue Recovery proceedings is not a comforting thing for KSFE, the
main financial institution in Kerala in which the people have their ntmost trust.
Hence the Committee recommend to examine the reasons for increase in NPA and
to speed up the development of the proposed default mechanism. Then the
Commitiee reminded the Company about bad debts of 5500 crore and
recommended to recover the same.

Conclusions/Recommendations of the Commiltiece

3. The Committee observes that KSFE has higher NPAs compared to other
financial institutions, and that the accumulation of arrears is due to lack of
recovery action on collatieral securities of pending chitties/loans as well as non
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compliance with the procedures in the case of accepting salary certificate as
surety. So the Committee recommends to examine the reasons for increase in
NPA and to speed up the development of the proposed default index system to
conirol NPA.

4. The Commitee opines that giving relief to the defaulters while trying to
collect the arrear is not a comforting move on the part of the KSFE and it may
lead to enhance the business but ai the same time it cannot be overlooked and
the companies’ NPA is also increasing along with it. So the Committee
recommends to look into the reason for the increase in NPA and to sustain
KSFE as the main financial institution in Kerala through hard and strong
action. The Committee also recommends KSFE to recover the bad debts of
¥ 5500 crore.

5.1.5 — Non-Promotion of Vidyadhanam Loan Scheme.

The Committee enquired about the audit observation that as a part of the
Vidyadhanam Loan Scheme the Company disbursed loans of only 1.32 crore to
36 students including $0.31 crore to 12 students belonging to weaker sections.
The witness replied. that the scheme is not functioning properly at present. Then
the Comittee vehemently criticized the lackadaisical attitude of the Company
towards the implementaion of the scheme.

The Committee observed that since Government subsidy has been given to
the scheme and KSFE being a profit making public sector undertaking they have 1o
help the poor students as a part of social commitment. So the Committee
recommended to restructure the scheme by formulating a strategic plan for
popularising the scheme and to fix targets to the branches.

Conclusion/Recommendation of the Committee

5. The Commitiee vehemently criticizes the lackadaisical attitude of the
Company towards the implementaion of the Vidyadhanam Loan Scheme . The
Committee opines that Government subsidy has been given to the scheme and
KSFE being a profit making public sector undertaking they have to help the
poor students as a part of social commitment. So the Committee recommends (o
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restructure the Vidyadhanam Loean Scheme by formulating a strategic plan for
Ppoputlarising the scheme and to fix targets to the branches.

5.1.6 — Gold Loan Scheme of the Company.
5.1.6.1 — Improper sanction of gold loan to private money lenders.

According to the circular issued by KSFE in June 2009, a person can be
given a maximum number of three gold loans in a working day from a branch
otherwise specific approval of the Branch Manager has to be obtained. The audit
observed that out of the twenty branches examined, three branches of the
Company at Malayinkeezhu, Maranalloor and Vizhinjam extended 570 gold loans
to 16 individuals in excess of three loans on occasions ranging from 1 to 136 days
without the specific approval of branch managers. The Committee sought
explanation regarding the matter. The witness admitted that the Assistant Manager
who had the complete authority over the gold loan was responsible for the fault.

The Committee observed that the Private money lenders had taken a high
percentage of gold loans from the Company for further lending with high interest
rates. The Committee enquired whether any enquiry was conducted against the
Assistant Manager, The witness replied that an enquiry was conducted and
warning was given to the Assistant Manager. He added that al! these loans are now
closed.

The Committee opined that the gold loan scheme would be beneficial to the
comuneon man-and have to save them from the unscrupulous activities of Private
money lenders. So the Committee recommended to issue strict instruction to the
Regions and Branches of the Company to adhere to the terms and conditions of the
scheme and not to entertain private money lenders.

Conclusion and Recommendation of the Commitiee

6. The Committee opines that the gold loan scheme would be beneficial to
the common man and have to save them from the unscrupulous activities of
Private money lenders. So the Committee recommends to issue strict instruction
to the Regions and Branches of the Company to adhere to the terms and
conditions of the scheme and not to entertain private money lenders.
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5.1.6.2 — Charging lower rate of interest,

According to the norms of the Company the total loans taken by a person ina
particular day was to be aggregated for the fixation of applicable rate of interest.
The audit observation was that the Company fixed the rate of interest without
agpregating the loans taken in a day. The Committee enquired whether the
Company had taken any action to recover the losses incurred as a result of
charging reduced interest rates from the loanees

The witness replied that the defects in CASBA ( Core Application Software
for Business Accounting) of charging lower rate of interest in the case of availing
more than one loan by the same person has been rectified now.

The Committee accepted the reply. Hence no remarks.
5.1.6.3 —Delay in disposal of gold held as security

According to the circular issued by the Company, Gold loans were repayable
within six months from the date of sanction. In case of failure to repay the gold
loan within one year or when the outstanding dues including interest and penal
interest exceeds 85% of the value of the gold, then the Company has the freedom
to sell the gold pledged against the defaulted gold loans, but the Company made
delay in conducting auctions of gold held as security for realisation of outstanding
dues. The Committee inguired who was responsible for the delay and whether any

action was taken to recover the loss.

The witness responded that the auction could not be conducted in time due to
fluctuations in gold price and the transfer of officials. However, the amount is
being recovered from the borrowers through revenue recovery measures and it has
been instructed to enter into the auction process after 15 months.

The Committee accepted the reply, Hence no remarks.

5.1.7 - Recovery of loans

| 5.1.7.1 — Recovery of default amount from sureties
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The audit observed that out of the 20 branches examined by audit, 12
branches did not register under SPARK and as a result recovery of ¥0.68 crore in
respect of 33 loans could not be effected and in the case of 8 branches no amount
could be recovered as the branch managers did not place the request on SPARK.
The Committee wanted explanation regarding the mater.

The witness replied that the software of KSFE was integrated with SPARK
till 2019 and due to security issues Government stopped the integration. He
requested the Committee to recommend to reinstall the integration. Then the
Committee sought the opinion of Finance Department official. The Additional
Secretary, Finance replied that the modules are developed by NIC and assured the
Committee that reply would be furnished after checking the details regarding the
matter, The Committee recommended the Finance Department to look into the
matter seriously and to take appropriate steps to resolve the matter.

Conclusion/Recommendation of the Committee

7. The Commitiee observes that 12 out of 20 branches examined by Audit,
did not register under SPARK, resulting in non recovery of 0.68 crore in 33
loans and also notes that the Government had stopped the integration of
software of KSFE with SPARK due to security issues. Hence the Committee
recommends the Finance Department to look into the matter seriously and to
take apprapriate steps to resolve the matier.

5.1,7.2 — Recovery of default amount from prize money

According to the Manual of Procedure. of the Company, default, if any, in
respect of any chitty/loan of the subscriber/borrower or any surety can be deducted
from the prize money of the chitties of the subscriber/borrower or surety. The audit
observation was that the company did not recover the default amount from the
prized chitties of the borrowers and settled the prize money against the dues of
other parties without adjusting against the principal defaulter and allowed the
principal defaulter the possibility of collecting the amount subsequently from the
other persons.

The witness informed that if there is any default in respect of any chitty/loan
of the subscriber/borrower normally that amount will be deducted from the prize
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money. He added that some cases with default were closed and the rest were
referred to revenue recovery proceedings. The Committee recommended to take
stringent action against the branches if they violate the existing norms.

Conclusion/Recommendation of the Committee

8. The Committee observes that the Company did not recover the default
amount in respect of the Chitties from the prized chitties of the borowers and
also observes that the Company settled the prize money against the dues of other
parties without adjusting against the principal defaulter and allowed the
principal defaulier the possibility of collecting the amount subsequently from the
other persons. So the Committee recommends that stringent action should be
taken against the branches if they violate the existing norms and to give strict
directions to comply with Manual of Procedure.

5.1.7.3 — Recovery of dues through revenue recovery action

The audit observation \‘vas that out of the 442 defaulted loans worth ¥13.21
crore, 402 loans involving an amount of X12.14 crore were in default for periods
ranging from 19 to 72 months and though these 402 loans were to be referred for
revenue recovery action, the Company did not initiate revenue recovery action as
of July 2018. The audit also observed that as of March 2018, 16107 loans/chiity
files involving recovery of ¥474.55 crore were pending at the 10 SDT offices and
4294 files were not traceable. :

To a query of the Committee regarding the missing files the witness replied
that the files were traced out and a new report on the audit observation was
forwarded to the Government recently and Revenue Recovery proceedings have
already been started. He added that the missing of the files occurred during the
change from DOS software to CAS software.

The Committee enquired whether the interest and penal interest would be
deducted from the defaulters. The witness replied that the interest up to the period
when the Revenue Recovery proceedings started would be deducted from the

defaulters.
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The Committee vehemently criticized KSFE for their lackadaisical attitude in
tracing the missing files and opined that it cannot be regarded as a technical failure.
The Committee recommended to submit a detailed report describing the lapses
occurred during the whole procedure that led to the missing of files including the
details of the responsible officials both in the branches and in the SDT office.

Conclusion/Recommendation of the Committee

9. The Committee vehemently criticizes KSFE for their lackadaisical
attitude in tracing the missing files and opines that it cannot be regarded as a
technical failure. So the Commitiee recommends to submit a detailed report
describing the lapses occurred during the whole procedure that led to the
missing of fifes, including the details of the responsible officials both in the
branches and in the SDT office and to take disciplinary action against them and
report to the Commiltee urgently.

5.1.7.4 — Attachment of movable and immovable properties

As per the Kerala Revenue Recovery Act the Company can attach movable
and immovable properties of the defauiter for recovery of dues to the Company.
The audit observation was that out of ten SDT offices only SDT Office at Trissur
attached movable property and recovered X2 crore during 2017-18 in part
setttement of the dues and none of the other offices attached movable properties.
The Committee enquired whether any other SDT office had started attaching
movable properties,

The Witness replied that attachment of movable properties was a step before
the attachment of immovable properties. The defaulters concerned would try to
clear the dues immediately before initiation of RR on their immovable property.
Keeping of these attached movable properties will become a serious thing if not
kept securely. That is why the other SDT offices are not following thig method for
TECOVery.

The Committee asked about the current percentage of NPA. The Witness
replied that currently NPA is 9 percent. The Committee also inquired whether the
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Company had conducted Adalat and one-time settlement method to recover dues.
The witness informed that the interest was reduced up to 50 percent in the last
Adalat and in certain cases the interest was reduced up to 80 percent due to the
death of the principal debtor.

The Committee recommended to conduct Adalats exclusively for NPA cases
and to reduce the interest as far as possible giving preference to old cases.

Conclusion/Recommendation of the Committee

10. The Committee observes that the NPA of KSFE is currently high. So
the Committee recommends to conduct Adalats exclusively for NPA cases and to
reduce the interest as far as possible giving prefererice to old cases.

11. The Committee understand that the business network of KSFE is highly
extensive so as it is highly volatile o make errors in financial management and
financial procedure. Moreover a defaulted loan become NPA after 90 days.
Hence the Commitiee recommends that KSFE, which is flying high with the
aspirations of the commonman should thrive for stronger measures in reducing
NPA, reducing interest rate for small loanee etc to boost up the confidence of
public, in the light of audit,

5.1.8 — Computerisation of revenue recovery process.

While considering the audit observation, the witness revealed, that the
Company installed three software programmes to manage the Revenue Recovery
process at the 10 SDT offices and the HO-RR wing. Revenue Recovery System
(RRS 1314) and DOS Software were used for computing, accounting, and closing
RR files at both the Head Office RR and the SDT Offices. To move defaulted
accounts to SDT offices via Head Office, ‘the Branches utilised CAS programme,
However, CAS software was not integrated with CASBA software. In arder to
overcome these faults, the Cormnpany developed new software CAMRA, and from
1-4-2020 onwards, closing of RR files at SDT offices were done using this new
software, which was also linked with the CASBA software.

The Committee accepted the reply. Hence no remarks.

564/2025.
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Audit Para 5.4 - Investment of surplus funds by Public Sector Undertakings

Seven Public Sector Undertakings deposited their surplus funds in fixed
deposits with scheduled/ co-operative banks in violation of directions of the
Government. Moreover, these PSUs incurred loss of interest of 5.68 crore due to
such deposit in banks.

According to the directions (January 2012) issued by the Government of
Kerala (GoK), PSUs should deposit their own funds/ profits with banks only if it
fetched more interest than that on Treasury Fixed Deposits. Treasury Fixed
Deposits carried interest at the rate of 7.50 per cent per annum far periods ranging
from 180 days to less than one year and 9 per cént for a period of one year and
above with effect from 1 May 2015* .

During the three years from 2015-16 to 20:17-18, out of 136 PSUs in the
State, 64 PSUs registered profits as per their latest finalised accounts. In order to
examine compliance of PSUs with the directions of the GoK on investment of
surplus fund, Audit selected 14 out of the 64 profit making PSUs.

Audit noticed that:

* Out of the 14 PSUs, seven PSUs® deposited their surplus funds of
X554.37 crore in 570 fixed deposits (FDs) with scheduled/ co-operative banks
when the rate of interest was lower than the rate offered by Treasury Fixed
Deposits. This resulted in foregoing additional interest income of 35.68 crore.

Four PSUs namely, Malabar Cements Limited (MCL), Kerala State Industrial
Development Corporation Limited (KSIDC), The Kerala State Financial
Enterprises Limited (KSFE) and The Plantation Corporation of Kerala Limited
(PCKL) replied (February/September 2018, May 2019) that there were difficulties
in getting funds released from the Government Treasury due to temporary
restriction on withdrawal limits etc. KSFE also replied that funds were parked in

34 Revised to 7.00 per cent and 8.50 per cent respectively with effect from 01/03/2017.

35 The Kerala State Financial Enterprises Limited (KSFE) - 186 FDs (€ 181.74 crore), Kerala State
Industrial Development Corporation Limited (KSIDC) - 275 FDs € 272.55 crore), Malabar
Cements Limited- 54 Fds (340 crore), Kerala Financial Corporation — 2 FDs (%0.46 crore), Kerala
State Development Corporation for Scheduled Castes and Scheduled Tribes Limited — 2 FDs
(%0.04 crore), The Plantation Corporation of Kerala Limited ~37 FDs (X46.50 crore) and The
Keralz State Backward Classes Development Corporation Limited - 14 FDs & 13.08 crore).
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banks for period less than 180 days only while MCL stated that FDs had to be
prematurely closed on several occasions to meet working capital requirements.
Kerala Financial Corporation (KFC) replied (May 2019) that the amount was
deposited as security for an Execution Petition as directed by Hon’ble High Court
of Kerala, The replies of KSIDC, KSFE and MCL were endorsed
(January/July/August 2019) by GoK.

The replies were not acceptable as treasury restrictions were not applicable
for deposit of amount below Y10 crore. The deposits made by KSFE, MCL and
KSIDC were below 10 crore. All the FDs maintained by MCL in banks were for a
period of one year or more and hence, cannot be considered as kept to meet
working capital requirements. Farther, premature closure facility was available for
Treasury Fixed Deposits as well. The reply of KFC was not acceptable as the High
Court did not specify that the deposit was to be made in bank.

The Finance Department, GoK replied (July 2019) that the P5Us were
directed (August 2018) to deposit their own funds either in treasury or any
scheduled bank according to their choice. The reply was not acceptable as the
direction of GoK in August 2013 was not effective retrospectively and the deposits
pointed out by Audit were made prior to it.

Thus, seven PSUs deposited their surplus funds in fixed deposits with
scheduled/ co-operative banks in violation of the directions of the GoK and
incurred loss of interest of X5.66 crore.

[ Audit Paragraphs 5.4 contained in the Report of the Comptr‘ol'ler and
Auditor General of India for the year ended 31" March 2018 |

The Notes furnished by the Government on the Audit Paragraphs are given in
Appendix II

Discussion and Findings of the Committee
5.4 — Investment of surplus funds by Public Sector Undertakings

The Committee inquired about the audit references that the KSFE deposited
its surplus funds in fixed deposiis with Scheduled Co-operative Banks. The witness
responded that at present the funds are deposited in the treasury account and the
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amount required to be deposited in the bank under the Chitti Fund Act has also
been deposited in the treasury after taking special parmission.

The Committee accepted the reply, Henice no remarks.
Audit Para - 5.6 Delay in finalisation of Annual Accounts in State PSUs

Failure of the Administrative Departments in initiating punitive measures
resulted in non-finalisation of the annual financial statements of PSUs within the
stipulated period. In the absence of finalisation of accounts and their subsequent
audit, it could not be ensured whether the imvestment of ¥5,922.25 crore by the
Government of Kerala and expenditure incurred were properly accounted for.
Moreover, the Government’s investment iI; such PSUs remained outside the control

of State Legislature.

Accerding to the provisions of Section 136 (1) read with Sections 129 (2} and
96 (1) of the Companies Act, 2013, companies are required to finalise their annual
financial staternents and place the audited financial statements for every financial
year along with annual reports in the Annual General Meeting within six months
from the end of the relevant financial year (by September). The same shall also be

placed in the State Legislature within three months thereafter (hy December).

In compliance with the provisions of the Companies Act, 2013, State Public
Sector Undertakings were to place their audited accounts up to the financial year
2017-18 zlong with the annual reports in the Annual General Meeting by
September 2018. The same was also to be placed in the Legislature by‘December
2018.

Audit observed that:

* Out of 121 working PSUs in the Staté, 13 PSUs finalised their financial
statements for the year 2017-18 as of September 2018. Only six PSUs did,
however, place their audited financial statements in the State Legislature within
December 2018 as shown in the Table 5.2:



37
Table 5.2: Details of ptacement of audited financial statements in the

State Legislature as of July 2019

Annual General Meeting I State Legislature
| | . -
Particulars  Totel wihin | After | IN‘“ | Within | After ]N‘“d
| 300972018 | 3009018 | P39 | 3171212018 | 3171212018 | P1ACC
! ' so far so far
Number of | g , |
Working PSUs | | |
'} 1 .‘I i i | |
which finalised 13 o 0 6 6% 197
accounts up to - ' .
the financial
| year 2017-18 | ' ;

| The remaining 108 PSUs had arrears in finalisation of accounts for periods
| ranging between 1* and 11% years. Audit also observed that during the accounts

arrear period (2008-08 to 2017-18), the Government of Kerala infused budgetary
| assistance of ¥5,922.25 crore by way of equity, loans and grants to these PSUs,

* In order to ensure that State Public Sector Undertakings adhered to the

| provisions of the Companies Act on the finalisation of the annual financial

statements, the Finance Department, Government of Kerala issued (September

2015) directions to Administrative Departments of the PSUs to withhold 10 to 15

| per cent of budget allocation of defaulting PSUs. Further, no fresh Government
} guarantee was to be provided to defaulting PSUs to obtain loan.

l During 2015-16 to 2017-18, the Administrative Departments, however,
| released budget allocadon of I218.63 crore (2015-16), I415.27 crore (2016-17)
and ¥317.10 crore (2017-18) in full respectively to 23, 24 and 30 PSUs whose

‘ 36 The Kerala State Financial Enterprises Limited, Autokast Limited, Indian Institute of Information
Technology and Management-Kerala, Steel and Industrizl Forgings Limited, Kerala State Power
1 and Infrastructure Finance Corporation Limited, Kerala High Speed Rail Corporation Limited,
| 37 Kerala State Electricity Board Limited.
38 22 PSUs héd arrear in accounts of one year,
35 Trivandrum Spinning Mills Limited (2007-08 to 2017-18).
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accounts were in arrears. Furthermore, six PSUs were given Government guarantee
of 3567.86 crore during 2016-17 for availing loans. During 2017-18 also, nine
PSUs with accounts in arrears were given Government guarantee to the tune of
¥1,055.37 crore.

Thus, though the Administrative Departments had the responsibility to
oversee the activities of the PSUs and to ensure that the accounts were finalised
and adopted by these PSUs within the stipulated period, the Administrative
Departments did not withhold 10 to 15 per cent of budgetary assistance to PSUs
with arrears in finalisation of accounts.

* As per Section 139 of the Companies Act, 2013, the Statutory Auditors of
PSUs are appointed by the Comptroller and Auditor General of India (CAG).

Audit observed that the CAG appointed’ Statutory Auditors for the years in
which financial statements were in arrears as far back as September 2008. But
these PSUs did not finalise the arrear accounts so far due to non-availability of
qualified accounting staff. The Government of Kerala permitted (December 2018)
PSUs to employ outside professionals at Government expense to avercome the
shortage of accounting staff. But, this possibility was also not explored by 108
PSUs whose annual financial statements were in arrears for 1 to 11 years.

Thus, failure of the Administrative Departments in initiating punitive
measures resulted in non-finalisation of annual financial statements within the
stipulated period. In the absence of finalisation of accounts and their subsequent
audit, ‘it could not be ensured whether the investment of ¥5,922.25 crore by
Government of Kerala and expenditure incurred were properly accounted for.
Moreover, Government’s investment in such PSUs remained outside the control of
State Legislature.

GoK replied that the PSUs were directed (17 July 2018} to submit a schedule
for finalisation of accounts and complete their audit before 31 July 2018, but most
of the PSUs did not comply with the same. ‘The PSUs were directed {August 2018)
to furnish a schedule of approval of accounts for each pending year to the Finance
Department by 31 Aagust 2018, failing which further fund release and pay revision
of employees of PSUs would be stopped: The Chief Executives/Managing
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Directors of all PSUs were also informed (31 December 2018) that pay revision of
employees in PSUs would be subject to finalisation of accounts up to pravious year
and also on maintenance of up-to-date accounts.

The reply was not acceptable as the Government did not implement its own
earlier directions of withholding grants and denial of fresh government guarantee
to PSUSs with arrears in finalisation of accounts.

[Audit Paragraph 5.6 contained in the Report of the Comptroller and Auditor
General of India for the year ended 31" March 2018 ]

(The notes furnished by the Government on the audit paragraphs are given in
) Appendix IT)

‘ Discussion and Findings of the Committee
5.6 — Delay in finalisation of Annual Accounts in State PSUs ’

The Committee inquired about the audit reference regarding the delay in
finalisation of annual accounts. The witness responded that the Statutory Audit
upto 2022-23 has been completed and submitted to AG.

The Committee accepted the reply. Hence no remarks,

E. CHANDRASEKHARAN,

‘ Thiruvananthapuram, Chairperson,
l 21 March, 2025. Committee on Public Undertakings.
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APPENDIX -1
SUMMARY OF MAIN CONCL USIONS/RECOMMENDATIONS

— — |

SL | Para. | Department : .
Conclusions/Recommendations

No.| No. | Concerned

i
» JIJI
The Comumittee observes that the Company accepted |

|
public deposits in excess of the Government guarantee

during 2014-15 to 2017-18 and also notes that the |

[
attractive rate of interest on deposits resulted in|
1 1 Taxes increase in the number of deposits which in turn |

resulted in exceeding the guarantee limit. -So the|

. |
Committee recommends that the Company should not|

accept public deposits in excess of Governmenti'
guarantee limit, in future, !

|
The Committee noted that without obtaining certific_‘ateI

of registration from the National Housing |

Bank,Company disbursed New Housing Finance |
I

Scheme loans. The Committee further noted that the|

Company did not register with the National Housing;
2 2 Taxes

Bank in accordance with the legal advice provided by|
the Standing Council of the Company. Hence thE|

|
Committee directs to seek legal advice either from the |

Advocate General or from the Law Department fori|

jmore clarification about the matter,
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The Committee observes that KSFE has higher'NPAs
compared to other financial institutions, and that the
accumulation of arrears is due to lack of recovery
action on collatteral securities of pending/
chitties/loans as well as non' compliance with the
procedures in the case of accepting salary certificate
as surety. So the Committee recommends to examine
the reasons for increase in NPA and to speed up the
development of the proposed default index system to
canirol NPA.

The Commitee opines that giving relief to the
defaulters while trying to collect the arrear is not a
comforting move on the part of the KSFE and it may
lead to enhance the business but at the same time it
cannot be overlooked and the companies’ NPA is also
increasing along with it.  So the Committee
recommends to look into the reasen for the increase
in.NPA and to sustain KSFE as the main financial
institution in Kerala through hard and strong action.
The Committee also recommends KSFE to recover
the bad debts of X 5500 crore.

3 3 Taxes
| 4 4 Taxes
5 5 Taxes

L

The Committee vehemently criticizes the lackadaisical
cttitude of the Company towards the implementaion
of the Vidyadhanam Loan Scheme . The Committee
opines that Government subsidy has been given to
the scheme and KSFE being a profit making public
sector undertaking they have to help the poor
students as a part of social commitment. So the
Committee recommends to  restructure  the
Vidyadhanam Loan Scheme by formulating a
strategic plan for popularising the scheme and to fix
targets to the branches.

564/2025,
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Taxes

The Committee opines that the gold loan scherQ
would be beneficial to the common man and have to
save them from the unscrupulous activities of Private
money lenders. So the Committee recommends to
Issue strict instruction to the Regions and Branches of
the Company to adhere to the terms and conditions of

the scheme and not to entertain private money lenders.

Taxes

The Committee observes that 12 out of 20 branches
examined by Audit, did not register under SPARK,
resulting in non recovery of 0,68 crore in 33 loans
and also notes that the Government had stopped the
Integration of software of KSFE with SPARK due to
security issues, Hence the Committee recommends the
Finance Department to look into the matter seriously

and to take appropriate steps to resolve the matter.

Taxes

amount subsequently from the other persons. So the

The Committee observes that the Company did not
recover the default amount in respect of the Chitties
from the prized chitties of the borowers and also
observes that the Company settled the prize money
against the dues of other parties without adjusting
against the principal defaulter and allowed the
principal defaulter the possibility of collecting the

Committee recommends that stringent action should
be taken against the branches if they violate the
existing norms and to give strict directions to comply

with Manual of Procedire.
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10

11

Taxes

The Committee véhemently criticizes KSFE for their
lackadaisical attitude in tracing the missing ﬂ.les and
opines that it cannot be regarded as a technical failure.
So the Committee recommends to submit a detailed
report describing the lapses occurred during the whole
procedure that led to the missing of files, including the
details of the responsible officials both in the branches
and in the SDT office and to take disciplinary action

against them and report to the Committee urgently.

10

11

Taxes

The Committee observes that the NPA of KSFE is
currently high. So the Committee recommends to|
conduct Adalats exclusively for NPA cases and to
reduce the interest as far as possible giving preference

to old cases,

The Committee understand that the business network
of KSFE is highly extensive so as it is highly volatile
to make errors in financial management and financial
procedure. Moreover a defaulted loan become NPA
after 90 days. Hence the Committee reconumends that
KSFE, which is flying high with the aspirations of the
commonman should thrive for stronger measures in
reducing NPA, reducing interest rate for small loanee
etc to boost up the confidence of public, in the light of
audit,




APPENDIX —1
NOTES FURNISHED BY GOVERNMENT ON THE AUDIT PARAGRAPH

ACTION TAKEN REPORT ON THE AUDIT REPORT OF THE C&AG ON STATE FINANCE FOR THE YEAR ENDING 31.03.2018

Sl No

Audit Para No

Andit Para

Statement of action taken on audit pare.

[

5131

The Company accepts different types of depasits
from the public and these deposits are mainly used for
advancing loans to its customers, The Miscellanecus
Non-Banking Companies (Reserve Bank) Directions,
2016 prohibit companies from aceepting deposits from
the public unless gueranteed by the Goverament.

Audit observed that:

» The Company accepted public deposits during 2014~
15 to 2017-18 in excess of the Government guaraniees.
The excess public deposit ranged between T208.50
crore (2017-18) and T2.991.82 crore {2015-16).

Despiic this, the Company imsued Fixed Depnsits
Receipts and Sugama Deposits Pass Books with the
undertaking that the deposits were guaranteed by the
Government, which wag misleading.

= The Company falsely declared its stats as ‘Public
Limited’ in the Annuel Return to the RBL

» Aceeptance of deposits in excess of the Government
guarantee was also not shown as public deposits in the
Annual Retun on Deposits submitied to the Reserve
Bank of India.

Deposit, as defined under Compenies, Act 2013 ddes not
include “any amount received from the Central Government ot 8
State Government or any amount received from any other source
whose repayment is guaranteed by the Central Governgnent or a
State Governmeni or any amoun! received form a local authority
or any amount received from & stanslory authority constituted
under an Act of Parlizment or a State legislature™. As per Rule
2(eY (8} of Compenies (Accepmnce of Deposits) Rules 2014,
KSFE does not fall under the purview of section 73 read with
Rute 2 of Companies (Acceptance of Depasits) Rules 2014 as
repayment of amounts taken by the / Company are fully
gusranteed by the State Govemment and Company {Acceptance
of Deposits) Rule 2014, exempts such Companies whose
sepaynent of deposits ere backed by Government guarantee,

It hes been a regular practice in the Company to scek
enhancement of guarantee coverage limit as and when the same
excesds the sanctioned amount and the Company has, over the
years promptly acted without fail to take up the matter with
Governmeni of Kerala to enhence guarantes coverage limits.

The Company had promptly reported in the annual seport ifs

vy



The Company, while accepting (Dscember 2018} that
overall deposits had excecded the guaranieed bmits on
some occasions, stated that the delay in obtaining
extension of guarantee coverage limit did not affect the
gueranlee coverage as all the extensions werc given by
the Government with retrospective effect.

The reply was not acceptable as the guarantee
coverage can be extended with prospective effect only.

total outstanding balances under various deposit  schemes,
Moreaver, details pertaining to unclaimed deposits and transfer to
Tnvestor Education and Protection Fund account is also
appropriately disclosed in the aforesaid report. The Company
have been regular in their follow up with their customer for
redesming the matured/unclaimed deposits. The Company has
net violated any applicable provision as noted in the observation.

The Company has not made any default in repayment of its
deposits & is also reguierly remiliing the guéranice
feefcommission to Government (based on actual* outstanding
pusition) within tho duc date.

. Audit has reported of faisely declaring the Compeny as a
“public limited” Company in its NBS-
i. The Company states that it was an unintentiongl cierical

ervor and the Compeny wes not unduly benefited in any
. Marsceary steng have been iwken (o prevent

recurrence of such instances in future.
|

St



5.1.3.2

- Non-registraﬁ&n with National Housing Bank

As per Section 294 of the National Housing Bank
Act, 1987, any company having the business of
providing finance for housing as one of its principal
chjectives shall be registered with the National Housing
Bank, Audit observed that the Company did not obtain
u certificate of registration from the National Housing
Bank, but disbursed 15,968 New Housing Finance
Scheme Loans {NHFS} amounting to T927.31% crors
during 2015-16 to 2017-18 without legal mandate.

" The Company replied (December 2018) that urgent

|steps would be taken for obtaining the Certificate of

Registration from the National Housing Bank.

With regards to the query regarding getiing themselves
registered under the provision of Section 29 A of National
Housing Bank Act 1987, the Company informs that they have
been advised by their legal consultanis. M/s Menon & FPai,
Advocates that taking into consideration the objective of National
Housing Bank Act 1987 and the nature of the primary business
conducted by the Company and also the main obiects in ils
Memorandum of Association, the Company need not obtain

registration under Section 284 of the National Housing Bank Act
1987 for the purpose of transacting its business of providing
housing finance as part of its abjective of providing finance for

construction of new building.

514

The Company offers New Chitty Loans70 1o the
suhseribers of chitty Reliable Customer {.oans are
offered to persons whe are customers of the Company
for the last 12 months. Gold Loans, Consumer/ Vehicle
Loans, Housing Loans and Education Loans are offered
to the general public. Terms and conditions of various
loans are given in Appendix 11. The position of 77
gold loans is discussed separately in Paragraph 5.1.6.
Audit noticed irreguiarities in th»::a sanction of 110 loans
out of 365 default loans except, gold loans as shown in
Table 5.1 below: =

Table 5.1: Details of irregularities in sanctioning
loans

Reply:- 5.1.4

The irregularities quoted are being communicated to all
branches for corrective measures elong with necessary directions
for preventing occurrence of such instances in future,

9



SII Norms  of Audit Reply of the
Nof the Observatio Compan'
Company ns y and
further
remarks
(Decem
ber
2018)
Sanction of New Chitty Loan (NCL) against
norms
| | Non-prived | Three  branches | With  1he
chitty of the Company | permission
subscripers?! | sanctioned eight [ of ©  the
having NCLs® of £0.29 | Assistant
remitted 10| crore  to  mon- | General
percent  off prized Manager
chitty subscribers {Region)
instalments | before remittance | concemned,
{at the time| of 10 percent of  the branch
of thel the chitty { could
sanction of] instaiments.  All | sanction
the lpan) arel NCLe were ini NCL
eligible. default for | before
periods  ranging | remittance
from 25 to 52} of 10
months with | pereent . of
default amount of | the
%0.28 crore. instalments |,

Sanction of New Chitty Loan (NCL) against norms

I, With regard 1o Sl No.l, NCL 214, 315,316, 317 of
Pattikkad Branch, the same were closed on 3i/01/2019,
DI720/2018, O1/10/2018 and 08/11/2019 respectively,

NCL No.252, 148 & 149 of Koduvalli branch were ciosed on
02/11/2018, 31/12/2018 & 29/01/2019 respectively. NCL 2362 of
Malayankeezhu branch was closed on [9/10/2016.

L



As the
permission
from  the
Assistant
General
Managers
{Regiom)

concermad

was not
obtained at
the time of
sanctioning
the loans,
the

reply was nof
acceptable.

If thej Four NCLs2 for | The s 2 This 15 in violation of the Cdmpany directions and the
liabitity on a| T0.05 crore each | property in unit head was charge sheeted for the said non compliance.
property were  sanctioned | guestion Meanwhile he setired from service and his. retirement
exceeds 1o two | was benefits have not been released so far. Audit observations
010 crore, individuals revalued - have been aofed for future guidance. The concetned NCL
the | entire| against " the subsequent! account No.314,315,316,317 of pattikkad branch has besen
property security of the|y and subsequently closed, If the loan liability exceeds Rs. 10
documents | same property by | accepted {akhs entire property documents should.be forwarded to
should  be| the Branch | hy the AGM (Region) for approval.

forwarded to| Manager. The | Regional

the Regional] documents were { Office. The |-

8P
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6¥

Office. not forwarded to | reply
the Regional | confirms
Office though the | that the
liability against | initial
the property was | valuation
%0.20 crore. of property
was not
approved
by the
Assistant
I General
Manager
(Region). |
In case of The  :epaying | The  Unit] 3. in ease of NCL, 232 of Chittar branch, salary certificate
NCL having | capacity of four | Heads use.dI of husband of Inanee, who is warking abroad, had been
monthly persons, who | their submitted. Chitty against which loan had been taken
instalment | were sanctioned | discretionar erminates only on 15.04.2024. Loanee is remiiting
with interest | five loans™ |y puwers to amount to this account frequently but the chitsy s under
of 5,000 | amounting o | assess  the default. Property morigaged is a prime one and has
and above, | T0.20 crore, was | repaying sufficient valuation of cover the liability. Meanwhile,
the repaying | insufficient 1o | capacity of steps have alveady been initiated for RR.
capacity of | pay the monthly | the Joanees. The loanes of NCL 2938 of Alappuzha II branch had submitted
the loanee | nstalments. This | The  reply | (IT return which shows sufficient income toward3 for the loan
was &0 be | was becsuse | was  silent | |repayment. Account has already besn transferred to RR and as
assessed these four | about  the | |the morgaged property has sufficient vaiue, it will not cause-foss
befare  the | persons had | loans/chittie | |10 the Company.
sanction of | elready availed | s sanctioned B
the loan. giher to  pesons | The loapee of NCL 706 of Alappuzha Evening hgs declared |



loens/chitties with Rs.1 lzkh as his income in the wpplication itself.

from the | insufficient At the time of disbursement of RCL 1097 at Kayamkulam
Company  and | income to | |branch, the NCL account No.1997 wes up to date. Direction in
their  declared | repay. this regard is being issued to branches for strict compliance.

income was just
sufficient to pay
monthly
instelments  of
these loans/chits,
Despits this, the
Company further
released  chitiy
prize maney of
%0.19 crore to
three persons out
aof the ahove four
PErsans. The
instaiments of all
the eight lgass/
chitties were in
default for mor
than 12 months, el

Sanction of Reliable Customer Loan (RCL

to ineligible persons

Applicants

should not be
defaulters at
the time o

Three  branches
of the Company
senctioned  threg
RCLs of %0.07

The Unit
Heads used
their

discretionary

o

Sanction of Rehable Customers Loans (RCL) ‘to ineligible
persens

4. At the time of disbursement of RCL 1097 at Kayamkulam
branch, the NCL account No. 1997 was up to date. Now
these accounts stand closed. In case of RCL 1212 of

0s



applying forcrore -io  thre

* Alappuzha Evevning Branch, Rs.8000 is being received

POWETS  an
the loan. perscns®  when deviated
NCLs availed by from th
theen  were  inf restriction fo
default for the best
[%0.08 crore. The interest of the
|three RCLs and business’
INCLs  were i promaiion
default and the
amount
recoverable  stoed
| a1 30.11 crore.,
Applicants | crore were given Th
should bc;l to 70 customers e =R
was 0ot
customers of| even though they
acceptable,
the Company| were customers
a5 ihe
for more| of the Company .
than 12{ for less than 12 rihorms v
months. [ months. All the | 7€
. . | Company
70 loans were in did
default for ' o
3 2 empower
periods  ranging h ;
from 15 to 41 ;:Ed Ey
months ~ and eavs [
| deviate
the amotnt
from the
recaverable laid  d
stood at Y121 &) e
procedure

crore. RCLs of

as salary recovery from the surety. NCL account 500 of
Alappuzha Evening Branch has been since closed. RCL
626 and NCL 347 of Pattikkad branch has already been
referred to RR after revaluation of the property. Now the
property has sufficient value to cover. the iiability.
Direction in this regard is being issued to branches for
sirict compliance to prevent recurmence of such {nstances

in future,

For availing RCL, the applicant should be a customer of
the Company, But for better business promotions Unit
Heads especiatiy at newiy opened branches might deviate
from this restriction using their discretionary power,
However, strict directior: in this regard is being issyed to
the branches concerned for compliance. Recently RCL
has been renamed as KPL (KSFE Personal Loan) and the
condiiion of minimum {2 months essociation with the
Company has been done away end mow personal loan
could also be sanctioned to new customers.

IS



174

arbitrarily.
In case of] In respect of two
I The
settlement | loans? for 0,08 c
deed® being| crore, while ompdany'
offered  for{ creating agree w1t'h
| the audit
creating mortgage on h G
o
mortgage, settlernent deed, P
e that persons
persons persons with life - it
having  fifef interest did not ?'m i
interest join the u;terest
should  aiso| mortgage. 5 Oul_
it the Tnvanably
Y Jom the
morigage.

Sanction of |
of property

nan - against inadequate security

In case of
acceptance

of property
{land and
buiidings} as
mortgage,

the estimated
market value
of the

Five branchey
extended nine
loans for $32.90
lakh even though
the estimated
market value of
the property given
as  security  wag
inadequate 1o thel

propsrty

extent of %27.92

In the case
of loans
mentioned
in
Appendix
12, the
Company
stated
{January
2019) that

\

6. The audit observation on the matter of joining person in

the mortgage who has life interest is correct. Strict
direction in this regard is being issued to branches for
strict compliance of guidelines issued by the Company.
RCL 649 and 657 of Pattikkad branch has already been
referred to RR afier revaluation of the property. Now the
property has sufficient value io cover the liability. The
unit head concerned was charge sheeted for the said non
compliance. Meanwhilé he retired from service and his
retirement benefits have not been released so far,

Sanction of Loans against inadequate security property

7. The estimated market value of the propesty should be

sufficient to cover twice the future Hability in case of
RCL and NCL ard 1,33 times in case of NHFS, The audil
observations noted and strict instructions are being given
to the branches in this regard.
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should be
snfficient to
cover [wice

lakh as shown id the present

Appendix 12.

valuation of
the

the future property
liabsiity  in was
case of RCL sufficient to
and NCL and cover the
1.73  nhmes existing
the future dues of the
liabihty  ing ioan
case o The reply
NHFS. was not
acceptable
as the
market
value of
properties
piedged was
insuffictent
&t the
time‘ of
sanctioning
loans
‘Nori- Two  branches® | The
kuditidappu | extended one | Company
Certificate’ |[RCL  and  two | usuaily

8. Company does not accept property with extent betow 5
cents in panchayath aree and below 3 cents in
mucipal/corporetion area as security for any of its
schemes. However, considering the merit and genyineness

€S



was 1o be
obtained
from the
village
office if the
land offered
45 securty
was  below
five cenis.
Moreaver,
personal
SUreties
should  be
obtained in

sttt CaSES.

NCLs for %0.09
crore to - three
individuals
without obtaining
‘Non-
kudikidappu
Certificate’.
Personal sureties
wee  Blso not
obtained in these
cases.

collected
the ‘Non-
Kudikidapp
1]
Certificate”
and
additional
personal
were
obtained
later on, in
cases where
there  was
aumber  of
property
nledged
with a high
realizable
value,

The  reply
was not
acceptable
as the facs
remained
that as no
such

of the case, unit heads may devizte from this restriclion.
NCL zccount 827 of Chelakkara branch is already closed.
NCL 727 of Chelakkara branch and RCL 565 of Pattikkad
branch has already been transferred to RR after
revaluationr of the property. Now the property has
sufficient value to cover the liability. Strict orders already
given to branches to comply with the norms of accepting
property with extent below 3 cents.

123



certificate

|

and
additional
personal
securities
were
obtained in
these
Cases.

9 | Paddy fields| Five loans for| With respect
(wet land)| T18 lakh with a|to RCL 924
and future ligbility of | specified in
rubber/coffes| $35.12 lakh was | Appendix
/ tea/ coconut| sanctioned by {13, the
plantation four branches of | Company
having road| the Company, | confirmed
access accepting paddy | (January
shonld be( fHeld/ rubber | 2019)  that
assigned plantation as | the security
maximuimn collaigral.  The | was indeed
market value| Company rubber
of T1 lakh| assigned a higher | estate, but
and  2.25| mexket value io valuation
lakh per| the property | was  done
acre deviating  from | based on the
respectively. | norms which led market

1o inadequate | value. In
collateralisation respect  of

2.

o Audit cbservetion noted for furure guidance. Strict order
is being issued to branches to comply the norms of
accepting plantation at valuation as specified by Company
in this regard. RCL 924 of Chelakkara branch and NCL
2373 of Kattskada branch have been sincé closed, RCL
1555 of Kattakada branch is stiii under defauit . Unit head
has been directed to follow up the case to ensure recavery
of the overdue.

&<



of lo;ms by

149.16 lakh as
shown in
Appendix 13.

NCL 2373
and  RCL
1555, it was
replied - that
the security
offered was

The reply
was nof
acceptable  as

Comnany
Ll e

underlined the

rbitranness in
aluation . iny
iolation  of
ompany’s
idelines. In
¢ Valuation
eport of NCLJ
373 and RCL
1555, both the
raperties
were classified

s agricultural
and with

o¢



1.1

kubber trees. |

| No  specific

| [0 The | Perambra
maximum | branch® of the | reply  was
multiple Company furnished.
liability that|sanctioned  one
can be|ioan for 0.10
charged on | crore against a
property was| property  which
limited to six|a!ready had six
mortgages. | charges. The loan
was in default for
more than 29
menths and the
Iamuunz
recaverable
stood at T0.10
crore.

11 A property) The  Kattanam | The
already branch sanctioned | Company
under {March 2015) one | accepted the
moartgage tof NCLE of 0.05 | audit
the Company| crore apainst | observation
cen be| security of a|and stated
acespted for| property  which | that
a second and| was already | explanation
subsequent |under mortgage | would  be
time only iflto the Company | called _ for

10. The branches can create lisbility in' excess of six
mortgages with the permission of AGM (Region)
concerned. Seid NCL account at Perambra branch is still
under defanlt and branch has intimated that the defaulted
account would be closed soon.

11, The defaulted account NCL 1821 at Kattanam and NCL
678 & 689 of Kannanalicor branch has already been
wansferred to RR after revaluation of the property. Now
the property has sufficient- value to cover the liability
Sirict order has been issued to the branches not to issue
loans to the defaulted customers as the officials concerned
would be liable to the Company for losses, if any.

LS



there is no
default in the
Chitties/
Loan
accounts

for which the
property  is
already
under
mortgage,

(Kannanallur
branch) in respect
of two defaulted
(since Septetnber
2014) NCLs&.

from tire
Branch
Managers,

If the
property

offered is not
i the name
of the
loanee, and
the property
offered is

devolved on

oo
fi{iv)

maortgagor
on the dcath
of his
predecessor,
heirship
certificate is
to be
obtained.

The  Vizhinjam:
branch of the
Company

sanctioned a
loan® for

I0.10 crore by
accepting land as
security after
revaluation which
L30 already
under mortgage
to the Company
against a prized
chitty. The land
was owned and
possessed by the
deceased  father
of the lognee and

The
Company
acoepted the
audit
observation
and  stated
that action
was  being
taken
againgt the
Branch
Manzger for
the lapses.

12. Branch has app‘iied for getting iegal heir ship certificate
concerned as this case has been referred io RR. Property
has been revaiued and is sufficiently valued to-cover the

_ liability.
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i wag accepte_c? |

| as mortgage
without |

| obtaining  legal ,

| heirship certificate. |

| surety

| Sanction of loan apainst improper personal

L

loans
setary
certificate,
the
maximum

| linbijity that| against .
be personel sureties | security and |
covered  by| of 19 persons. As | was allowed |
self or single| these persons had | only for | '

| could

For securing| Four branches of | The  Unit
by| the  Company | heads were

| exiended 19 | empuwered |
|loans for an|to relax 10!
amount of | percent  of|
104 crore i the total |

the | liability's

| surety was| given  sureties | better
74 |akh and| against loans of | business

[ %3 lakh| some other | promotion. |
i respectively, I' PErsons, the |
| limited 1o 10| balance  eligible |
| times Bis/her| surety was | The  reply
pay. | ¥55.06 lakh. | V2 ok
| Thus, the | acceptable
i Company I ¥ the
| accepted sureties i f‘m':h
| in_excess of the | " ATABST

Sanction of loans against improper personal surety

13. Presently the maximum liability that could be covered by
self or single surety is Rs.4 lakhs and taking irto account

the scores obiained in scure sheti, Branch Muuegers alg |
authorized to allow additional Rs.1 lakh to self and

multiple sureties, in chitty payment cases if they have
sufficient salary. In addition to this, the Managers ase
empowered to relax 10% of the iotal liability within their

discretionary power to frontline customers for better -
business prospects. Units heads are directed to see that the

accounts are running properly. -
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eligible limit by
14924 - lakh
as shown in
Appendix 14,

relaxed
security  in
excess of 10
percent g
the five
loanees, by
overlooking
the norms of
the
Company.

The sureties
should have
at least six
months
service left
for
retirement
after the loan
closure date.

In respect of four
loans®

sanctioned by
four branches of
the Company, the
loans WETE
secured by
personal/  self:
sureties of nine
persons. Out ef
this, four sureties
did not  have
balance service
of six months
after the loan
closure date
Further, in respeet
of two |oans®, the

If a person
with service
less than the
tenure  of
pan  was
accepted as
personal
surety by
the
Company,
consent
letter would
be obtained
from
resmaining
ca-sureties/
loanees.
The  repl

14, The loans at Chalakkudy, Meppayur and Balaramapuram
branches have been closed and in case of RCL 1212 of
Alappuzha Evening branch, recovery from other sureties
is going on. The consent froin other sureties is not yet
obtained at these branches and the same may be kindly
condoned.

09



| Improper disbursement of the New nudsi:ng‘i

| retirement dates of was nm'i

| the sureties .acceptable
| preceded the loar as in  the
closure dates. cases

All the four loans pointed out, |
were in default for there  was |
periods  ranging no consent
fom 19 to 44 letter
months with 0.13 obtained
crore outstanding. | from  other |

surcties/

loanees

Finance Scheme (NHFS)

| NHFS  loan
| shall be|
| released

I basad Diit

S1age- Wise
[ completion.

The Company | The :
released {April- | Companry

| August 2013} all | accepted
three instalments | (December
of loan® | 2018)  thg
amounting to | audit

20,08 crore to | observafion.
the loanee
without ensuring
stage- wise
completion  of
construction,
The loanee did |
not submit the

Improper disbursement of the New Housing Finance Scheme |
(NHFS)

3. The completion certificate from the loanee in the case of
NHFS 3 of Alappuzha Evening Branch has been since |
obtained and the remittance in the loan is up to date.




completion

cerfificate as of
" June 2018, The
joan  was in
dafault for 10

months and the
amount
recoverable  wag
T0.08 crore.

Thus, out of 365 loans amounting to ¥13.01 crore
examined in audit (out of 1,728 defaulted ioans
amounting to X41.38 crore), the Company
sanctioned 110 leans for ¥3.50 crore without
adhering to the codal provisions. This indicated
that 30 per cent of the defauited loans were
sanctioned disregarding the norms prescribed by
the Company for samction of Joans. Hence,
Gevernment/ Company may check the level of

compliznce of norms in sanctioning joans in the

cases which were not test checked by Audit.

The Minister for Finance, in his Budget speech
2011-12, anncunced (08 July 2011) “Vidyadhanam
Loan Scheme” with the help of the Company for
the students belonging to’ weaker sections having
annoal income less than T0.01 crore for

rofessional courses. GoK would provide intesest

As far matter with regard to release of subsidy zmount from
Government i3 concerned; the same had already been released (o
the Company up to the FY 2018-l9. The Vidyadhanam loan
scheme is not existing at present.

<9



subsidy of four percent. The Company was lo set
apart $30 crore every year for the scheme so as {0
benefit around 1,500 students annually. The
scheme also covered students belonging to general
category (et 13.50 per cent rate of interest) in
addition to weaker section, Audit abserved that:

e The Company disbursed loans of only
%132 crore to 36 students since the
launching of the scheme till March 2018.
This included $0.31 crore 10 12 students
belonging to weaker sections. The
Company did not fix targets for Regions/
branches for the disbursement of loans nor
popularised the scheme through any
advertisement, underdining the indifference
of the Company to the scheme proposed by
the Government

e The rate of interest of Vidyadhanam Loan
Schesme was kept unchanged at 12 percent,
though the Company reduced interest rates
for other loan schemes, In respect of X0.31
crore sanctioned to 12 students belonging to
economically weaker sections, the interest
subsidy of 0.05 crore was yet (July 2018}

to be given by the GoX.

£9



Taking note of the audit observaiion, the
Company assured (December 2018) that a strategic
plan would be formulated for popularising the
scheme and targets would be fixed and assigned to
Regions and branches. Action would also be taken

fo get reimbursement of the subsidy emount fom

the GoK.

5161

Theough the gold laan scheme, the Company aimed ar
(March 2012} achieving is social objective of saving
the common man from the unscrupulous activities of
private players. According to the circular87 issued
(June 2009) by the Company, a person can be given a
maximum number of three gold loans in 2 working day
from z branch, otherwise specific approval of the
Branch Manager concerned was to be obtained.

Audit observed that:-

* In three88 out of twenty branches examined by Audit,
the Company extended 570 gold loans amounting to
%0.96 crore to 16 individuals in excess of three loans on
Gecasions raaging from | to 136 days. The sanction of
excess loans was without the Specific approval of the
Branch Managers. Out of the 16 individuals, five
individuals in Vizhinjam branch were private gold
financiers and these private gold financiers were given
excess loans of Y0.36 crore.

Abmost all Gold 1.oans concerned at Malavinkeezhu, Maranallur
and Vizhinjam branches are either closed or renewed. In this
connection, the other banking concerns like co-operative banks
and in some case even scheduled/nationalized banks are also
giving loan to private money lender. Strict directions have been
given to ROs and branches not to entertain private money lenders
in our Gold Loan Scheme which is against the very objective of
the scheme.

9



'SCOTAAS

+ During the period 2015-16 to 2017-18, seven branches
disbursed gold loans amounting to T156.78 crore to
11,430 loanees. Out of this, T66.44 crore were issued 1o
56 indtviduals through 36,370 gold loans.

These 56 borrowers, who accounted for one per cent
of the total loanees were disbursed 42 percent of the
totai gold loans dunmng 2015-16 to 24017-18. As the high
pumbet of loans availed and used by the indeviduals in
a short span of three yesrs seemed unlikely, the
possibility of private money lenders having taken gold
loan frem the Company for further lending could not be
ruted out. Managers of Alappuzhe I and Vizhinjam
branches accepted that eight individuals who took large
number of loans from each of the branches were private
money lenders.

The Company, while acknowledging {December
2018) that the very objective of the Gold L.oan Scheme
would not be achieved if it was extended to private
money lenders, stated that strict directions were given
to Regions and branches not to entertain private money
lenders.

5162

Charging lower rate of interest

The total loans taken by a person in a particular day
was to be aggregaied for the fixation of applicable rate
of interest. The applicable rate of interest for gold loan

The defects in CASBA of charging lower rate of interest in the
case of availing more than one loan by same person, has been

since rectified.

S|
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with effect from March 2017 was-9.50 per cent per
ennum for loans up to I20,000 and 10.50 per cent per
annum for loans above 320,000.

Aundit examined the sanction of 1,651 gold loans in
which more than one losn was given to the same person
on a day in 20 branches of the Company and observed
that the rate of interest was fixed without aggregating
the loans taken in a day. This was because the
CASBASY sofiware calculated interest at the rate of
9.50 per cent for the first loan below 20,000 and
interest rate of 10.50 per cent only for the second/third
foan/s. The Company thus recovered one percent less
interest from 1,651 gold loan accounts and suffered a
loss to the extent of I0.01 crore in 20 branches
examined by Audit.

‘While accepting the audit observation, the Company
thanked {December 2018) the Audit for pointing out the
flaw as this would arest further monetary losses.

3.1.6.3

Delay in disposal of gold held as security

According to the circular issued (November 2012) by
the Company, gold loans were repayable within six
months from the date of sanction. In case of failure to
tepay the gold loan within one year or when the
ontstanding dues including interest and penal interest

exceeded 85 percent of the value of gold, the Company

Necessary actions have been iitiated for early conduct of auction
of pledged gold omaments kept as security in default cases. Thus
the change of incurring loss to Company in default cases on
account of variation of fluctuation in gold prices is being
minimized. This will be ensured strictly so that there is no NPA
accounts under gold loan accounts as per the norms of the
Company.
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is at liberty to sell the pold pledged against the
defaulted gold loans. Audit observed that:-

» There were delays ranging from 23 to 37 months in
conducting auctions of gold held as security for
realisation of outstanding dues of ¥1.21 crore in 135
cases in 6 out of the 20 branches examined in eudit.
Dae to the delay in condncting auction, the Cﬂmpan}'
recovered only 0.96 crore through aucfion sales
resulting in a [oss of ¥0.25 crore. Apart from this, Audit
observed that in other 78 branches, there were delays
ranging from 16 to 52 months in condueting auction of
gold resulting in loss of $2.27 crore.

Concurring with the audit observation, the Company
replied (December 2018} that immediate actions would
be arranged to conduet auction. Loss already sustained
would be recovered from the persons concerned.

The loans advanced by the Company, except gold
loans90, were repayable with interest in montbly
instalments over periods ranging from & months to 30
years as detailed in Appendix 11. In case of defuult in
payment of monthly instalmenis, penal interest was o
be charged on the defanlt amount and in case of defanlt
beyond 18 months, such cases were to be referved for
revente recovery proceedings. Audit observations on
ihe recovery procedure are described below:-

When the accounts under defauit go beyond 18 months at the
branches, such cases has to be transferred to Revenue Recnvery
after complying w1th the usual formalities in this regard.

L9



Recovery of default amount from sareties

The GeK introduced an online system, Service amd
Payroll Administrative Repository for Kerala {SPARK),
for effecting recoveries from the salary of the
employees from August 2016. As per the system, the
Drawing and Disbursing Officer shall recover the does
from the salary of the employees and credit the amount
directly io the Company. Out of 442 loans examined in
gudit, default amouni of X1.12 crore in respect of 52
borrowers was to be recovered from the salary of the
sureties. Audit observed that out of the 20 branches
examined by Audit, 12 branches did not register under
SPARK. As a result, recovery of $0.68 crore in respect
of 33 Joans could not be effected. In respect of the
balance 19 loans amounting to ¥0.44 crore in eight
branches registered under SPARK, no amount could be
recovered as the Branch Managers did not place the
request on SPARK. The Company replied (December
|2018) that instructions were given to all branches fo
ensure registration and recovery under SPARK.

wn
-1
[ %)

Recovery of default amount from prize money

Company, default, if any, in respect of any chitty/loan

[of the subscriber/borrower or any surety can be

|deducted from the prize money of the chitties of the |

subscriber/borrower or surety,
| Audit observed that:

_|* The Company did not recover the default amount of |

According to the Manual of Procedure of the |
|them such as prize money, loan payment etc,

SPARK (Service and payroll Administrative Repository for
Kerale) software for online processing of salary recovery of
Govt. employees was infroduced for effecting recovery of Co-
operative societies and is not exclusively for KSFE. The
Company have already reported and requested our requirements
and required modifications in SPARK software to the Chief
Project Mapages of SPARK. The Company have issued directions
to all branches to submit application for registration in SPARK ag
per Circular No.37/2016 (Recovery) dated 02.07.2016. Pue to
modification, rectification and up-gradation in SPARK software
recovery through SPARK was blocked for the past two years.
Many of their branches could not get themselves registered in
SPARK software. However, normal default notices. and usual
procedares are coptiniing for recovering the defauit from the
salary of defauiters.

-~
(VIR

According to the MOF of KSFE, defaull, if sty i 1espect
subseriber/sureties must be deducted from the amount due to

» Malayalkeezhu Branch Manager reported that, Account
No.NCL-2255 held by Javahar for Rs.4,30,000/- was
closed on 21,11,2018, '

¢ Alappuzha Evening Branch Manager reporied that,
Account No. NCL-589 has been forwarded to Revenue |
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~ |%0.02 crore in respect of three New Chitty Loans91

| from the prized chitties of the borrowers.

|+ An amount of ¥0.54 crore was overdue from three l

|defaulters92 for more than 18 months which was due
|for revenue recovery action. These three principal
defaulters won prize money of T0.30 crore against
|chitties, The Company adjusted only 023 crore
agmnst the overdue amouni of X0.54 crore of these
defaulters. The balance prize money of (.07 crore was
adiusted against the default amount of five other
persons. The loan accounts of two persons93 were
settled this way. The adjustment of prize money against
the default amount of other persons was irregular. Thus,
settlement of prize meney against (e duss of othei
parties without adjusting against the principal defaulter,
allowed the principal defaulter the possibility of
|collecting the amount subsequently from the other

|persoms. Audit also observed that although three
| defaulters were in default for more than 1§ months,

|these loans were yet 1o be referred to SDT for revemue
| recovery proceedings.

|The Company replied (December 201%) that if the
\branches had violated the existing norms, stringent
action would be taken against them.

Recovery and RR. action has been since initiated.
Kaitanam Branch Manager had reported that, the said
{ransactions were carried out as per the request of the
principal debtor. The entire due amount in NCE-1784 and
related chitty accounts were closed on 24.10.2018. They
also reported that the suretics had other Non-prized
chitties at the branch, and that was the reason for such
decision.

Chittar Branch Manager reported that they have
completed all procedures for forwarding the defaulted
account of Smt.Saleena Shajahan to Revenue Recovery as
and when RR window opens. It may be noted that the
property valuation sufficiently covers the liability.
VLZumJam branch hay lr.:puu.cu ihat RR action has been
initiated against SriJayan. It may be noted that the
property valuation sufficiently covers the liability.

Strict directions are being issued for complying with MOP
directives and Circulars issued from time to time.
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| Recovery of dues through revenue recovery action | As per the MOP of KSFE all branches had been directed to |
As per the provisions of the Manual of Procedure |initiate Revenue recovery action against the defaulters whose
|issued by the Company, loans in default for more than jaccounts are under defamlt for more than 18 months, Pros and |




18 months were to be teferred for revemue recovery
action under the provisions of the Kerala Revenue
Recovery Act, 1968. Andit observed that out of 442
defaulted loans worth X13.21 crore examined in andit,
402 loans involving an amount of $12.14 crore were in

detault for penods ranging from i% to 72 monibs.

Although these 402 loans were to be referred for
revenue recovery action, the Company did not initiate
revenue recovery action as of July 2018, As no case out
of the 402 test checked cases was referred for revenue
recovery action, in order to assess the efficacy of
recovery through revenue recovery action, Audit
examined the functioning of four out of 10 SDT offices
and the Head Office-Revenue Recovery (HO-RR) wing.
Audit observed that:-

* As of March 2018, 16,107 loans/chitty files involving
recovery of X474.55 crore were pending at the 10 SDT
offices and 4,294 files were not traceable.

* In the four SDT offices examined in audit, 606 loans/
chitty files were not traceable. In respect of 57 such
default cases in SDT office, Alappuzha amount
recovershle was $3.02 crore®4. Only the office of SDT
Alappuzhs, had done reconciliation with the HO-RR
wing regarding these missing files. The other three
offices did not reconcile the differences. The Company
replied (December 2018) that action wouid be taken
ageinst the branches which had not initiated RR action

cons of the necessary of such action had been already intimated
to all units through Circulars and Alert Notes, Death of
customers, delay in getting family membership certificates,
promise from the defaulters to clear the defanlt, Govt.stays,
direction. for allowing time for clearing default, direction for
aiiowing EMI fuciliiies, siaff shortage etc affects the dmcly
initiption of which results in delay. Internal audit teams have been
directed to be more vigilant to trace out such delays and
directions are being issued for rectifymg such delays and
mistakes.

» There are many reasons for pending RR files at SDT
Offices. In personal surety cases, rctirement, dismissals
from servies, court stays, Govt.stays, Officiel delays in
recovering default amount, shortage of salary all
adversely affect the recovery action.

* In order to trace out-the missing ‘files i.e.the .ﬁlesl

forwarded from branches to Revenue Recovery and not
available at SDT Offices (pipeline files), war foot actions
are progressing to reconcils the RR files. Reconciliation
works up to FY 2018-19 is already cnmplcted'and speedy
actions are going on to forward the missing files to
concerned Special Deputy Tahsildar Offices. Over the
details/position of cases in respect of untraceable files will
be informed as such number of files is informed to them.

-

even after the loans were in default for more than 18
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months.

The Company further assured that the issue of
missing files in SDT offices would be looked into
seriously.

5174

Attachment of movable and immovable properties

As per Section 5 of the Kerala Revenue Recovery Act,
1968, the Company can attach movabie and immovable
properties of the defaulter for recovery of dues to the
Company. Audit observed that:-

= Out of ten SDT offices, only SDT office, Thrissur
attached movable property and recovered 2 crore
during 2017-18 in part settlement of the dues in 23 out
of 617 cases. None of the other offices attached
movable properties.

The Company replied that all the SDTs were given
directions to explore this method as part of revenue
recovery proceedings.

« Out of 171 RR files examined in andit, in respect of
13 lnan/ chitty files®5 in thyee SDT offices, repested
time extensions and faciliies for payment in
instalments were offered on the recommendation of the
Ministers, Chairman and Vice Chairman of the
Company. These repeaied exiensions were offered
despite non-adherence to the conditions of the previous

+ Out of 10 SDT Offices only SDT Office Thrissur could
attach movable property and recover Re2 crore during
2017-18 as part settlement of certain cases. In case of
attaching movable properties sufficient storage facilities |
are to be arranged by the SDT Officers concerned. The
Company had given necessary directions to all SDTs
during that period {o arrange as store roomv/facility io keep
mevable items as part of attachment. Many of the SDTs |
infaymed the security problem for keeping theee moveble
items, if attached. However they agreed io find out the
space for keeping these movable itemns as and when it
attached.

Aftachment of movable properties is a step befors attachment of
immoveble properties. When SDT Officers try to attach movable
properties in certain cases, the defaulters concerned would try to
ciear the dues immediately before initiation of RR on their

FRR gy R

a mrnnacsr A1l OTYTe qen = GPA_'_‘. these techrniques of

immovakle Propeity. Al ou/as 8IT
attaching movable properties as a first step. Keeping of these
attached movable properties will become a serious thiﬁg if it not
kept securely. That is the reason as to why other SDT Officers are

ot depending on this method.
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extensions. Further, in 19 cases involving an amount of
0.93 crore, revenne recovery action was not resumed
even though the defsulters failed io adhere to the
conditions of time extension/ stay orders.

I'he Company stated (December 201%) that repetrfive
administrative stays hampered the functioning of SDTs
and it was noi practical to completely avoid such
administrative stays. The Company alsc stated that a
system was being brought in for disclosing details of
stays obtained previously.

Thus, due to the delay in referring cases for revenue
recovery action coupled with the delay in recovery of
dues even in cases referred, the percentage of non-
performing assets (NPA) of the Company ranged
between [8.53 and 22.25 during 2015-16 to 2017-18,
while the percentage of NPA of NBFCs as per RBI
report was onky 5.86 percent as of March 2018.

The Company clarified that as the Company. was
compelled to take a Jenient approsich in many instantes
owing o 015 social commitmént and its functioning
camnot be compared with the banks.

The Company’s reply was not acceptable as the
Company classified a loan as NPA ont non-payment of

* In certain cases, they had given time extensions end
facilities for payment in ifnstalments as per thc
recommendations/directions of Hon'ble Ministers and
Chairman of the Compeny. However it was noticed that
defaulters in certain cases of the above category are not
complying with their directions to clear the dues. In such
cases, SD'Ts were directed to take further steps including
Tecovery measures. Still, at times certajn accounts remain
unsettled due to one reason or the other.

During that period, movement of files into RR was high.
Accordingly, percentage of NPA was also high. They are trying to
reduce the rate of NPA by maximizing collections and offering
atiractive remission in interest compenent. The reason behind the
higher level of NPA had been demoenetization, natural calamities;
NIPAH efc. which hampered” their efforts in maximizing
collections as the repaymient capacity of borrowers were seriousty
affected. Since there is sufficient security cover in mosi of the
cases, the probability of Company suffering loss in this regard is
low.

loan instalments for six months whereas the banks

[



“Tadopted three months for NPA classification. Further, 2 ey

higher percentage of NPA highlights the failure of the
|recavery mechanism of the Company. i

Computarisation of revenme recovery pm@ Revenue Recovery System (RRS 1314), DOS Software was |

For the management of the revenue recovery processes being used for computing, accounting and for closing work of RR
at the 10 Special Deputy Tahsildar (SDT)} Offices and at | files both at Head Office RR and at 10 SDT Offices. In order to
the HO-RR wing, the Company used three software | transfer defaulted accounts to SDT Offices through Head Office,

packages, viz., Revemue Recovery System (RRS),
RRS1314,96 which are vintage DOS based packages
and Centralised Application Software (CAS) RR. The
Company mtroduced CAS RR in April 2016 as an
integrated system for linking SDT offices and HO-RR
wing. However, CAS RR generated only the RR
demand and collection entries remained to be entered in
RRS and RRS 1314 as alf the functional modules of
CAS RR were not operational. Further, ali the three
software were not comnected with CASBA used in
branches. Thus, there was no imtegrated software
package iz SDT offices and at the Head Office RR
Section.

The Company replied (December 2018) that it has
initiated steps for developing RR module in CASBA
which would be ready by 2019-20.

The GoK endorsed (May 2019) the replies of the
Company.

|branches add details through CAS software and these files were
|forwarded to SDT Offices after checking and verifying at Head
|Office RR section, But CAS software was not linked with
|CASBA software. In order to solve these defects, KSFE
|developed the new software CAMRA (Core Application for
Managing RR Accounts) . Closing works RR files from
01.04.2020 onpwards at their 10 SDT Officers ars being done
through the new software CAMRA. So closing report of RR files
is getting issued from SDT Officers concermed. There is no
necessery of sanction from HO RR Dept. for issuance of closing
reports and this is of great help to their customers. As of now, the
first purchase of the CAMRA software bas been completed
successfully, Because of the pandemic breakont, expected
implementation of CAMRA software at branch and RO level
could not be completed as expected. It may be noted that online
training for staff concerned at Regional Offices has already been
imparted and training for branch level siaff will be conducted

shortly. As CAMRA software is linked with CASBA software, it
{s expected that the existing defects of DOS & CAS software viz. [
delay in infimation of RR, pipe line cases etc could be solved |
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through the new software.
Conclusion-

As siated, it has been a consistent practice to seek enhancement
of guarantee coverage limit as and when the same exceeds the
sanctioned amount and they used to receive appropriate Orders in
this regard in due cousse. In certain instances, owing to the
associated  procedural/administrative  delays, Orders  were
received with some delay. It may also be noted that they have
glways been regular and prompt in their remittance of guarantee
commission to the State Government.

Loans are generally sanctioned taking into account the rules
and regulations laid down in this regard However in certain
cases considering the merit and genmineness of the case, unit
heads take a business call taking into account the overali factors
which may result in slight deviation. Such decisions are not taken
with an intention to inflict loss upon the Company but for
furtherance of business interest of the Company. In all such cases,
there would he sufficient backing of security and the chances of
inflicting loss upon the Company is very remote. Similarly, RR
action has zlso been expedited and all efforts are being
undertaken to maximmize collections in default cases through
recovery measure and by offering interest remission/atiractive
lOTS schemes (after obtaining appropriate approval from
Governmoent in this regard) in chronic default cases. TT module
has been successfully integrated with their core software and the
same is expected to significantly streamline their RR related back
office works, The lapses observed may kindly be condoned as
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most of them have been since rectified. In certain cases, where |
deviations noticed were serious in nature, appropriate disciplinary
action hes been taken from their end. Cases which has been
reported to them gets properly looked into and appropriate
actions are taken based on the investigation/enquiry/audit. They
have even introduced preventive vigilance squads to identfy
probable areas of concern and take preventive corrective
measure, They will issue appropriate directions and strengthen
their intermal control and check mechenisms (o prevent
recurrences of lapses pointed out.

5.4

Seven Public Sector Undertakings deposited their
surplus funds in fixed deposits with scheduled/ co-
operative banks in violation of directions of the
Government. Moreover, these PSUs incurred Joss of
interest of ¥5.68 crore due to sach deposit in banks.

According to the directions (January 2012) issued by
the Government of Kerala (GoK), PSUs should deposit
their own funds/ profits with banks only if it fetched
more interest than that on Treasury Fixed Deposits.
Treasury Fixed Deposits carried interest at the rate of
7.50 per cent per annum for periods ranging from 180
days to less than one year and 9 per cent for a period of
one year and above with effect from 1 May 2015108.

During the three years from 2015-16 to 2017-18, out
of 136 PSUs m the State, 64 PSUs registered profits as

In the normal course of business, their surplus funds get
deposited for longer tenure gt Treasury only. However in order to
ensure availability of adequate fund for timely payment of
statutory obligations and to carry out operations in an unkindered
mammer, they need to park a part of their surplus funds with
banks/ treasury for shorter period. During the period covered
under the C&AG audit mentioned herein above, ne short term
deposits schemes were pvailable at treasury.

Under that situation, two options were available to them viz.
either to park the fund with TPA Accounts or fo create short term
deposits with Banks. (It may be noted that point of time, short
term ceposits were fetching interest @ 6.50-7.00 % whersas
treasury TPA was giving a retwrn of 4.50% p.a.) It is also brought
t0 notice that Finence Deparmment, GoK  wvide Cireular
No.77/2018/Fin dated 21/08/2018, had clarified that PSUs were
free to deposit their own funds either with Treasury or any |
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per their latest finalised accounts. In order to examine
compliance of PSUs with the directions of the GoK. on
investment of surplus fund, Audit selected 14 out of the
64 profit making PSUs. ;

Audit noticed that:

» Qut of the 14 PSUs, seven PSUsi109 deposited their
surplus funds of T554.37 crore in 570 fixed deposits
(FDs) with scheduled/ co-operative banks when the rate
of imterest was lower than the rate offered by Treasury
Fixed Deposits. This resulted in foregoing additional
interest income of ¥5.68 crore.

Four PSUs namely, Maiabar Cemerws Limited
(MCL), Kerala State Industrial Development
Corporation  Limited (KSIDC), The Kerala State
Financial Enterprises Limited (KSFE) and Thé
Planiation Corporation of Kerala Limited (PCKL)
replied (February/September 2018, May 2019} that
there were difficulties in gewing funds released from the
Government Treasury due te temporary restriction on
withdrawal limits etc, KSFE also replied that funds
were parked in banks for period less than 180 days only
while MCL stated that FDs had o be prematurely
¢losed on several occasions to meet working capital
requirements, Kerala Financial Corporasion (KFC)

scheduled bank according to their choice. Even though surplus
funds {for ensuring timely payment of primarily statutory dues)
were parked with banks as short term deposit out of convenience
factor, it may be noted that it resulted in improving their bottom
line by about Rs.3 crores owing to the variance in interest rate
between short term depasiis of banks and ressury TPA.

It may slso be noted that Clause 6 of their MOA empowers
them to advance, deposit with or lend money or to receive loans
from banks, Government or Government organization or others.
Thus the Company is well within its powers to deposit monsy
with banks and the aforesaid act is not ultra vires as stated. Also
Clauses 32&33 of their MOA fusther empowers as to
lend/advance/invest/deal with moneys of the company not
immediately required in such manner as may be dscided from
tirne to time.
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repiied (May 2019) that the amount was deposited as
gecurity for ap Execufion Petition as directed by
Hon'ble High Court of Kerala. The repliss of KSIDC,
KSFE and MCL were endorsed (Jamuary/Tuly/August
2019) by GoX.

The replies were not acceptable as treasury
restrictions were not applicable for depesit of amount
below 10 crore. The deposits made by KSFE, MCL
and KSIDC were below 10 crore. All the FDs
maintained by MCL in banks were for a period of one
year or more and hence, cannot be considered as kept to
meet working capital requirements. Further, premature
closure facility was available for Treasury Fixed
Depuosits as well. The reply of KFC was not acceptable
as the High Court did not specify that the deposit was to
be made in bank.

The Finance Department, GoK replied (July 2019}
that the PSUs were directed (August 2018) to deposit
their own funds either in tressury or any scheduied bank
according to their choice. The reply was not acceptable
as the direction of GoK in August 2018 was not
effective rerospectively and the deposits pointed out by
Andit were made prior {o it.

Thus, seven PSUs deposited their surplus funds in
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fixed deposits with scheduled/ co-operative banks in
| violation of the directions of ihe GoK and incusred loss

of interest of 5.68 crore.
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5.6

| Audit ohserved that:

ACTION TAKEN REPORT ON THE AUDIT REPORT OF THE C&AG ON STATE FINANCE

FOR THE YEAR ENDING 31.03.2018

Audit Para

5.6 Delay in finalisation of Annual Accounts in State PSUs

Failure of the Administrative Departments in initiating punitive measures
resulted in non-firalisation of the annual financial statements of PSUs within
the stipulated period. In the absence of finalisation of accounts and their
subsequent audit, it could not be ensured whether the investment of
Rs.5,922.25 crore by the Government of Kerala and expenditure incurred
were properly accounted for. Moreover, the Government’s investment in
such PSUs remained outside the control of State Legisiature.

According to the provisions of Section 136(1) read with Sections 129(2) and
96(1) of the Companies Act. 2013, companies are required to finalise their annual
financial statements and place the audited financial staterents for every financial
yeer along with annual reperts in the Annual General Meeting within six months
from the end of the relevant financial vear (by September). The same shall aiso
be placed in the State Legislature within three months thereafier (by December)

In compliance with the provisions of the Companies Act, 2013, State Public
Sector Undertakings were o place their andited accounts up to the financial year
2017-18 along with the annual reports in the Annual General Meeting by
September 2018. The same was also 10 be placed in the Legisiature by December
2018.

Statement of action taken
cn audit para

Managing Director, KSFE reported
that stamtory audit for FY 2017-18
was completed on 14.09.2018.
Supplementary audit on accounts by
C&AG commenced during November
2018 and their report was received
only on 12.02.2019. AGM could be
convened only afier receipt of the
above report and the adjourned AGM
was convened on 25.04,2019.

During FY 2017-18 Company was
having 577 branches mapped to 11
Regional Offices.  There were 9
Statutory Audit firms engaged in audit]
of the Company. Auditors visit|
branches physically for their audit and
during that year natural calamity had|
adversely  affected  their  wavel|
schedule. !

The Statutory Audit up to FY 2021-22
has been completed and Audit for FY
2022-23 is going on in the Comnpany.
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« Qut of 121 working PSUs in the State, 13 PSUs finalised their financial
statements for the year 2017-18 as of September 2018, Only six PSUs did,
however, place their audited financial staternents in the State Legislature
wighin Decemnber 2018 as shown in the Table 5.2:

Table 5.2: Details of placement of audited financial statements in the State
Legislature as of July 2019

.

“Not—placed Within After
sofar  |31/12/2018|31/12/2018

Annual General
) e Meeting
Patticulars | Total | Within After
! 30/09/2018 | 30/09/201 8

Number of 13 G 7 0
Working :
HPSLYs which i
finalised i
accounls up
10 the |
Financial year | i ! E
(200 Bl 1 2T g 1 6 3 el

6 6nn
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Appendix i1
Statement showing the types of fosas in The WKerala Siate Financial Ernterprices Limited sxd it features

Refaerad in b Ppeggrank 57.4)

i 5t | Type of ioan New Name ; Deseription { Temure | Rate of Interest | Pens]
M., i ' nrevailing Interest
i X | t trom

i CBLA4IZ0L 7 i

i i ; F ! {far per cemt)
1 1, Gold Lean - = Bhoit term advances up o 225 lakh, | 6 months

~ Loan should not exceed 75 per cens of |
marles rate, /
Loan plus inierest should not exceed 83

¥

1 f
| | B o e |

: BN Lerd O1 UIE Ipal K&t idle. i
! i ! ;7 M defaulted, Company is entitled to sell |
! | E . i the gold security through auction.

:
i I ] :
‘ ey lade, ot R o S S e =
i 2 | New Chitty Loan | Chitty Loan n ly to chitty subscribers. ' Tenure of Chitty | 13 : 2
i i ~  Maximwn of 50 per cerr of the chitty |

i ! salacr €75 lakh. ’ :

! ! tn 10 per cemt of the tofal chity ,= | N

: 4 siahiments anowid be | emiiEd. .
L I i J Q 1
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'ST0T/FS

| 3 [Reliable Custormer | KSFE Pessomai [

! Lnarmiiy

{ Tgan

| ik—
| Loan = .
| u
&5

; s

Should be a customer coutinuously for

B neciad 2819 e nnihe
Ivlax toan up 1o €25 jakd:,

To provide loars to individuals for

puithase of dweiling s
of dwelling House, rey

2, CONsTuchon
ations

Tre omeee shouid complele  the |

construclicn within 4 months afier
avaiiing the iast instalment or within 12

| 60 months

fmonths after availing the st instalment |

whighever iz garijen

e Tt SRR
WA SO CENLTL0E.E sna

ST End AR

el comiaer dirahls

PSR ¥ £y =1

Menivanm Laan ameg-r TET mersan s
¥i3 lekh or 70 sar cenr of the oo of

SICH <.
538 Pl AUl A OESIETS,
Lintg g meyicanes ~f288 o v oF
Up L2 3 mmsximue 2785 percon o
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Appemiix 12
Suement showing shortage in collection ol security
{Rejerred i i Povagrapk: 5.1.4)
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/ Appendix 13 .

2 overvaluation of properiy
«f to in Paragraph 5.1.4),

*Pocdy field
# Rubber plantation
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Zimiamoal sheving bz arsils of sacepienaes of personal ervoty o sxcess of maximum Frit

[Rgfgrrer t2 i Foragraph 5.1.4)

g i TREI A

x N1EK I
e 'Temeoitieloanse | Mopof | No.of | sureties tht
: = o Skl Emptl) soreties  Joascs an coghes

Sorety Svraty
accepled | ®oicpied in
and awount’ excess of the

U: LUK mEXimu

m ek

Somanathan Pilis i 9 ] Sl il 15.28

2720

Karanam : i ;
Teyalakshmi ! 4 3 .00 i3.4% 245
L iy i
Jzwanar Co 4 i 2 483 fo S e 1 3350
Maladrkesshe - L -
‘ Sugmetig - 278 ioeIp §.432
v ey ] E iy ] ! - -l
Kaiiakiada Javahar CL G 3 11.65 ;1670 3.08
Vizpmeair o :
) Iz amams B - D55 705
Evening e HL | Nt .

Totst i
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