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Abstract
Audit qualification of Statutory Auditors for the Financial Year 2021-22- providing depreciation

during 2022-23- sanctioned- orders- issued.

coRPoRATE OFFICE (FINANCE WING)

B.O.(DB) No. 13012023 (FA/AA/Audit Qualification-Depreciation/2022-23) Thiruvananthapuram,

Dated:16.03 .2023

Read: 1) Note No. FA/AA/Audit2021-2212022-23
Managing Director.

dated 0610112023 of the Chairman and

2) Proceedings of the 69th Meeting of the Board

vide Agenda Item No.09-0212023

of Directors of KSEBL held on 27 .02.2023

ORDER

The principal Accountant General (Audit-II) vide letter dated 06.10.2022 informed that in Vier'v of

the repeated qualifications by the Statutory auditors, subsequent audit of the KSESB Ltd under

section 143(6Xb) of the Companies Act 2013 will not be conducted unless otherwise action to be

taken to avoicl atrdit qualifications.

The compan),' hacl given replies to thc qualifications of startutciry' auditors atrcl thc satrtc had bcerl

furnished to the g&AG audit party ancl the ar-rclit certif-icate i,r'as issttecl by the C&;\Ci r',ithout

considering the reply of the company. The audit qualiflcation having highest monctarl'r''alue is on

charging the dcprcciation of incrcased valuc of asscts on rcvcsting of KSijI]. -l'llc qu.rlillcation nitd

reply tirrnishcd by the company is as tbllor'vs.

Audit Contmcnt Rcply of the Company

KSfrB
caopmbql'Podno

''The companv is not providing depreciation

on propert\'. plant. and equipment of value

t 10-711 crores since 2013-14 resulting in

understatement of depreciation of t565--59

crores for the ve ar and overstatement of

carn ing vlllre of properry,, plant. and

eqrripment by {-1.7-5 B -72 crores."

Vide G.O(P) No.46/2013/PD clatecl i I Octobcr

201i published in Kerala Gazctte dateci ilst

October 2013. the Govemme nt of Kcrala

revested a1l the Assets and liabilities of the

erstwhiie KSE Board in the ncw conrpany

Kerala Stat'; Electricitl' BoarC limit:d- The

Government of Kerala notified thc frnai

transf-er scheme vide G.O.(P) No.l/1015/PD

date cl 18.0 1 .2015 by issuing thc opening



&,k"r*' 
-Sl,..t 1,, tt* .ompany as oll 

1

01.1l.20li. In the l]alance sheet. the valuc of

Plant and Machinery was notified as {15264 Cr

against the closing balance as on 31.10.2013

amounting to <4552 Cr. Hence the value of

Plant and Machinery was increased by t 10712

Cr as part of the creation of pension fund.

KSEB Ltd. is working under Electricity Act

2003, which is having overriding effect over

most of the Acts. As per the Electricity Act,

tariff of the electricity is determined by the

respective state Electricity Regulatory

Commission. As per the regulation of KSERC

(Terms and Determination of Tariff) regulation

2018 para 27, no depreciation shall be allowed

on increase in the value of assets on account of

revaluation of assets. Hence the depreciation on

the enhanced value of fixed assets notified by

the Government in connection with the re-

vesting of KSEB Ltd is not being provided by

KSER Ltd. It is properly disclosed in the notcs

to accolutts as such and the abovc policy' is

being fbllowed consistently by KSEB Ltd

The audit committce meeting held on 19. l?.202? had takcn stock of situation arisecl in the backclrop

of the comments of the C&AG and held a detailed disctrssion on each ar-rdit qualification oI the

statutory auditors anJ chart out the action plan to be takcn.

For compliance of thc above audit qualification. depreciation to the tunc of {565.59 crorcs is to bc

provided from the vear 2022-23. Thc accumtilated depreciation fbr the period from 2013-1'l tcr

2021-?? amounting to {4758.72 crorcs is to bc providcd b1'rest:tting the previous year accotttrts as

per the provisions of thc Ind AS This r,vill clccrease the profitabilitv of the companv to the tttirc ol

{565.59 crores tiom the year 2022-23 onvvards. Incrcase in accumulated loss w'ill impact thc net

vr.orth of the company. i\s per the regulations of KSERC thcsc cxpcnses canrtoi bc passcd ori to tiic

consumers through tariff .

The audit committee revier,ved the situation in cletail ancl observecl that the atrclit clualiflcation rvill be

removed only by provicling tlie amounts in the accounts..'\s thc book adjustmcnt cntrics uill hltvc



scrious impact on the flnanciai statentcnts. lvitlrorrt lrrrvirrg cluu)ccs ol'rccovcry through tariff. thc

depreciation flor the increased value of assct (in cortncction witlr the inclttsion of terminal liabilities

in the books of accounts at the time of re-vesting) is to be provided only with the approval of the

Full Board of the company.The CFO with full additional charge of Director (Finance) appraised the

audit committee in its meeting held on 19.12.2022 had considered the matter and recommended to

the Board to provide depreciation on the incieased revalued value.

After detailed discussion, the Board;

Resolved to provide the depreciation on the increased value of assets in line with the qualification of

Statutory Auditors for the year 2022-23 and to provide the accumulated depreciation from 2013-14

to 2021-22 *',j:J:j"i:':ffi:::il:;'ious vear as per the provisions of Ind AS

By Order of the Director Board

sd/-
Lekha. G

Company Secretary (in-charge)

To
The Financial Adviser, K.S.E. Board Ltd.

Copy to:
The Chief Internal Auditor/The Legal Adviser& Disciplinary Enquiry officer/Chief
Vigilance Offlcer

TA to Chairman & Managing L)irector / Director (Distrihution. SCN{ ancl [-f ) / Dircctor
(Transmission. System Operation. Planning ancl safety) / Director (Generation-Cii il ) /
Director ( Generation Electrical. HRN,I) /Director(REES. SOLIRA. NILAVLJ. Sports rttrtl

Welfare) PA to Director (F inance) /Sccretary (r\drninistration).
The Deputy Chief Engineer (lT) / Thc Companl' Secrctary-in-charge

The Senior C.A to Secretarv (Administration) / Stock Filc.

Forrvarded/ by order

Assistant Finance Offi cer


