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Audit Bhavan, M.G.Road,

Thiruvanathapuram - 695 001

Sub: Revised Independent Auditors Report , Annexure A and B of The Pharmaceutical
Corporation (IM) Kerala Ltd

Sir,
We are forwarding herewith the Revised Independent Auditors Report, Annexure A,Band
C of The Pharmaceutical Corporation (IM) Kerala Ltd.

We have addressed the issues raised in the Draft Audit comments of the Comptroller &
Auditor General of India under section 143 (6) of the companies Act, 2013. Based on the
Draft Audit comments, we have made additional qualifications in point No.13 of our
Independent Audit Report. Annexure A, B and C remains the same except the date of

concerned reports.

Please find enclosed the Revised Independent Audit Report, Annexure A,Band C.

Thanking You

Yours faithfully

For K. VIJAYAKUMAR & CO.
Firm Reg.No 0047128

AS TV, B.Com,FCA

M. No.235692, Partner
CHARTERED ACCOUNTANTS

Managing Partner), CA Subin V.R (Partner) & CA Aswathy C.V (Partner)

CA K Vijayakumar ( a-680 121,Ph: 0480 2823535

First Floor, EDR Complex, Near Town Hall, Irinjalakud
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Independent Auditors” Report (Revised)

To

THE MEMBERS OF
THE PHARMACEUTICAL CORPORATION (IM) KERALA LIMITED.
KUTTANALLUR, THRISSUR

Report on the Audit of the Financial Statements
Qualified Opinion

We have audited the Standalone Financial Statements of THE PHARMACEUTICAL
CORPORATION (IM) KERALA LIMITED- CIN U24231KL19735GC002722  (“the
Company”), which comprise the Balance Sheet as at March 31, 2023, the Statement of Profit and
Loss and the Statement of Cash Flows for the year then ended, and Notes to the Financial
Statements including a summary of significant accounting policies and other explanatory

information.

We had issued our Independent Auditor's Report for the year ended 3lst March 2023 vide
Report dated 26th October, 2023, We intent to revise the original report considering the ‘Draft
comments of the Comptroller & Auditor General of India® under section 143 (6) of the

Companies Act, 2013, Hence our original report is revised as under; -

In our opinion and to the best of our information and according to the explanations given to us,

the aforesaid financial statements give the information required by the Companies Act, 2013

\‘ Accountants
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VA (PAdngr) & CA Aswathy C.V (Partner)
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CA K Vijayakumar (Managing Partner), CA S
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(“the Act”) in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India, except for the matters pointed in our basis for
the Qualified opinion, as referred to in Note 2 of notes to financial statements, of the state of
affairs of the Company as at 31¢ March, 2023 and its profit , its cash flows for the year ended on

that date.

Basis for Qualified Opinion

1. The Company has not complied with the following Accounting Standards issued under
the Companies (Accounting Standards) Amendment Rules, 2016 and by the Institute of

Chartered Accountants of India for the preparation of financial statements:

a) Valuation of Inventories (AS 2) -

As per the stated accounting policy of the company as given in Note No.2.2, it was

disclosed that, The Company is valuing its closing stock as follows;
o Raw materials at purchase price less 25% towards estimated loss of driage and
storage
o Finished goods at Government selling price less 20% estimated margin
o Work in progress at factory cost of raw materials less 25%

o Containers & Packing materials, Spares & Fuel at cost

As per paragraph number 5 of Accounting Standard 2 on Valuation of Inventories,

Inventories should be valued at the lower of cost and net realisable value. The standard

further provides the method of valuing this cost/net realisable value of Inventory.

The company is following aforesaid method of valuing Inventories consistently during

the past several years which is not in conformity with the AS-2 regarding Valuation of

Inventories and the company has not mentioned in notes regarding the valuation of Net

Realisable Value of inventories. Since the exact loss on account of driage and storage is
not available, we are not able to quantify the impact of the valuation of closing stock of

raw materials inconsistent with AS-2 and its impact on the profit reported during the

year.

~[Accountants

() 0480

C} Scanned with OKEN Scanner



We are unable to quantify the impact on the valuation of Finished goods and Work in

progress together with its impact on the profit reported during the year, since sufficient

information is not available.

b) Revenue Recognition (AS 9)-
As per the stated accounting policy of the company as given in Note No2.5, 1t wes

disclosed that, the revenue from the sale of goods was recognized when the goods are

identifiable and billed against confirmed order.

As per paragraph number 11 (i) of Accounting Standard 9 on Revenue Recognition, a
transaction involving the sale of goods, performance should be regarded as being
achieved when the seller of goods has transferred to the buyer the property in the goods
for a price or all significant risks and rewards of ownership have been transferred to the

buyer and the seller retains no effective control of the goods transferred to a degree

usually associated with ownership.

The company accepts all orders for supply of its products at the buyers' end, hence, the
risk and rewards of ownership of the products are deemed td be transferred only at the
point of delivery at the buyers' end and not at the point of invoicing the products
against confirmed order. The delivery of goods is also the responsibility of the company

and this transportation cost also considered for arriving at cost price of the product.

invoiced/billed before 31st March 2023 (during the

Goods valued at Rs.9,89,56,291 /-
d dispatched after 31st March 2023 (during the

Financial Year2022-23), but packed an

Financial Year 2023-24), was recognized during the financial year 202223, which has

resulted in overstatement of Revenue from sale of products by Rs.9,89,56,291/- during

the year 2022-23.

e 1st of April 2022

s valued at Rs.8,45,22,348/- invoiced/billed befor
st of April 2022

-22), but packed and dispatched after 1
was not recognised during the financial year 2022-

Similarly, Good
(during the Financial Year 2021
(during the Financial Year 2022-23)
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23, which has resulted in understatement of Revenue from sale of products during the
year 2022-23 by Rs.8,45,22,348/- .

We are unable to quantify the impact on the valuation of Finished Goods together with
its impact on the profit reported during the year, since sufficient information is not

available.

c) Property Plant and Equipment (AS 10) -
e According to Accounting Standard (AS) 10 - Property, Plant and Equipment, assets
should be recognized when certain criteria are met, which include control over the
asset, the expectation of future economic benefits, reliability of measurement, and the

probability of economic benefits flowing to the entity.

AS 10 mandates that assets should be recognized when it is probable that future
economic benefits will flow to the entity and the cost of the asset can be reliably
measured. However, the company recognizes assets constructed on leasehold land
for which the lease agreement has expired. Furthermore, the company's possession of
the land and the utilization of assets with a written-down value (WDV) of Rs.269.65

lakhs on this land are expressly subject to the renewal of the lease agreement.

Additionally, the company has not adhered to AS10 in limiting the useful lives of the
assets on leased land to the current year, nor has it recognized any impairment loss.

This non-compliance has led to a significant overstatement of assets and profit.

e As per AS 10, an enterprise is encouraged to disclose the carrying amount of
temporarily idle PPE, gross carrying amount of any fully depreciated PPE that is still
in use and carrying amount of PPE retired from active use and not held for disposal.

The same was not disclosed by the company.

e) Leases (AS19) -

AS 19 stipulates that incremental lease rentals should be recognized when lease

agreements are renewed or extended.
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As per the stated accounting policy of the company as given in Note N0.2.13, it wag
disclosed that, the company's lease agreement for 83.44 acres of land at Kadannappmy
Village, Kannur District, which was originally executed for 15 years in 1990 and is
currently in the process of renewal, no provision has been made in the accounts for the

incremental lease rental, if any, payable from the date of 01-01-2006.

Similarly, the company has lease agreements for properties in Pathanapuram (Kollam
District) and Muttathara (Thiruvananthapuram District), both owned by government
departments. Despite being in the process of renewing these lease agreements, no
provision has been made in the accounts for the incremental lease rental, if any, payable

upon renewal from the specified dates.

We are unable to quantify the impact on failure to account for incremental lease rentals
together with its impact on the profit reported during the year, since sufficient

information is not available.,

2. The company has received advance of Rs.202.50 lakhs towards Share Application
Money Pending Allotment under section 42 of Companies Act, 2013 and has failed to
allot the shares within sixty days from the date of receipt of the same resulting in non-

compliance of provisions of section 42(6) of Companies Act, 2013.

3. The Company has advances against sales outstanding for more than 365 days
aggregating to Rs.239.71 lakhs. Hence the Company has violated the rule 2(1)(c )(xii)(a)
of Acceptance of Deposits, Rules 2014 read with Section 73 of the Companies Act,2013.
As it is not possible to state whether any part of advances against sales collected by the

Company will come under the definition of Public Deposits, we are unable to comment

on the same.

Other Long Term Liabilities (Note No 5) was understated by Rs.239.71 lakhs due to the
wrong inclusion of advances against sales outstanding for more than 365 days . The
wrong inclusion of liabilities in Current Liabilities has resulted in understatement of

Non-Current Liabilities and corresponding overstatement of Current liabilities to the

extent of Rs.239.71 lakhs.
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5. Debit balances of ‘Advance to Customers’ amounting to Rs,1562.63 lakhs were netted

against the credit balance of ‘Advance from Customers’ and shown under Other
Current Liabilitics. The company should have been classified the accounts with debit
balances as under Non- Current Asset or under Other Current Assets ingtead of netting
the same with Other Current Liabilities. Thus, inclusion of debit balances in Other
Current Liabilities has resulted in understatement of Current Liabilities and

corresponding understatement of Non-Current and Current Assets to the extent of
Rs.1562.63 lakhs.

The company has accepted Earnest Money Deposit (EMD) as guarantee against tender
from various contractors, and the amount outstanding for refunds were not available
with the company. Therefore, it is not able to provide the quantitative details and state
whether any part of the Earnest Money Deposit collected by the Company will come
under the definition of Public Deposit; hence we are unable to comment whether the

company has violated the rule 2(1)(c)(xii) of Acceptance of Deposits, Rules 2014 read
with Section 73 of the Companies Act, 2013.

a) As per the stated accounting policy of the company as given in Note No.2.6(a),it was
disclosed that the company recognises the capital asset on the date on which the work
completion certificate is obtained either from the management or from the external

agency. Till the date of obtaining completion certificate, the expenses are treated as

work in progress. Some of the Capital Work In Progress was ready for capitalisation in
previous years but could not capitalise in respective years. On further scrutiny, it has

been found those Capital work in progress of previous years were not capital

expenditure in nature, however amount has been transferred from capital work in

progress to revenue expenses.

As per AS 10 items of property, plant, and equipment (PPE) should be recognized as
! assets when it is probable that future economic benefits associated with the item will

flow to the entity and the cost of the item can be measured reliably.

The company accounts the items categorized as "Capital Work in Progress" (CWIP) in

previous years, specifically "CWIP ETP Muttathara," "CWIP Water System Kuttanellur,"

;; and "CWIP Muttathara Factory," have not undergone the transition to being recognized
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sent year, these same items have

as assets, as stipulated by AS 10. Instead, in the pre
which we are unable to state

b e
een reclassified as expenses to the extent of Rs.2.95 lakhs,

whether any part of the same will come under the definition of prior period items.

b . :
) As per the stated accounting policy of the company as given in Note No.2.4, it

was disclosed that, in previous year, bills for KITCO regarding co.
amounting % 0.45 lakhs and for Enviro Machines amounting ¥ 1.33 lakhs w

recorded in CWIP work of ETP Muttathara instead of Revenue expenditu
which we are

nsultancy work
ere wrongly

re. So,

period items.

Q) Consultancy fees payable to KITCO Ltd. for the construction of the Capital
Work in Progress of the company were not properly recognized in the relevant
previous years. Additionally, no provisions were set aside for this obligation during
those prior periods. However, it is worth noting that the entire invoice amount has
been accounted for as an expense in the current Financial Year 2022-23, and the
company has recognized the corresponding liability during this period, which leads to
understatement of profit to that extent and we are unable to state whether any part of

the same will come under the definition of prior period items for the preparation of

Financial Statement.

) on CSR wherein it was mentioned that there was an
or previous years (till FY 2021-22) under CSR on
would be spent in Financial Year 2023- 24

8. Reference is invited to Note 31(d
unspent amount of Rs.149.44 lakhs f

account of an ongoing project and the same

It appears that the company neither transferred the unspent amount to the fund stated

in Schedule VIL

t have an appropriate internal control system for maintenance of

9. The company did no
This could result in

books of account related to Interest and Interest receivable.

inaccurate calculation of interest in the financial statement.

‘Interest on Treasury Deposit’ as per financial statement is Rs.1,143.70 lakhs, whereas

as per the calculation based on the information available

‘Interest on Treasury Deposit’
from the company is Rs.1,049.66 12
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We are
unable to state whether any part of the interest on Treasury Deposit received by

the company will come under the definition of prior period items.

10. Reference is invited to Note 23 on Cost of Materials Consumed wherein it was
mentioned that since stock records are not giving proper consumption of goods,
consumption and work in progress are arrived on the basis of closing stock physically

verified.

The company identify the purchase for the financial 2022-23 by reverse working process
based on the closing stock, adjusted in accordance with company’s policy. Hence, we
are unable to quantify the impact on a typical accounting method in the calculation of
purchase together with its impact on the profit reported during the year, since sufficient

information is not available.

11. Sales promotion expense which remains payable as on 31st March, 2023 totalling to Rs.
738.70 lakhs were shown under Other Current liabilities. A significant portion of these
outstanding amounts has been carried forward for multiple years. Thus, inclusion of
credit balances in Other Current Liabilities has resulted in understatement of Non-

Current Liabilities and corresponding overstatement of Current liabilities to that extent.

Additionally, despite our diligent efforts, we have been unable to secure adequate and
appropriate audit evidence to validate the authenticity of these outstanding payables.
Due to the prolonged period during which these sales promotion expenses have
remained outstanding and our inability to confirm their validity, we are unable to

quantify any potential impact, if any, on the company's profitability.

12. We are unable to confirm the accuracy of the bifurcation of balances into and the
resultant impact on the presented financial statements and their accompanying

disclosures for the following reasons:

o Other Long Term liabilities specified in Note 5 into Non Current and Current
e Trade Payables specified in Note 7 to Total Outstanding dues of MSME and Total
Outstanding dues of Creditors other than MSME.
o Trade Receivables specified in Note 17 to Secured, considered good and Unsecured,

considered good
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