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SEPARATE AUDIT REPORT OF THE COMPTROLLER AND AUDITOR GENERAL
OF INDIA ON THE ACCOUNTS OF SPICES BOARD FOR THE YEAR ENDED
31 MARCH 2024

We have audited the attached Balance Sheet of Spices Board, Kochi (Board) as at
31 March 2024, and Income & Expenditure Account and Receipts & Payments Account for
the year ended on that date under Section 19 (2) of the Comptroller & Auditor General's
(Duties, Powers and Conditions of Service) Act, 1971 read with Section 24 of the Spices Board
Act, 1986, These financial statements include the accounts of units/ branches of the Board.
These financial statements are the responsibility of the Board’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

2. This Separate Audit Report contains the comments of the Comptroller & Auditor
General of India (CAG) on the accounting treatment only with regard to classification,
conformity with the best accounting practices, accounting standards and disclosure norms, etc.
Audit observations on financial transactions with regard to compliance with the Law, Rules
and Regulations (Propriety and Regularity) and efficiency-cum-performance aspects, etc., if
any, are reported through Inspection Reports/ CAG's Audit Reports separately.

3. We have conducted our audit in accordance with standards on auditing generally
accepted in India. These standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material
misstatements. An audit includes examining, on a test basis, evidences supporting the amounts
and disclosure in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall presentation of financial statements. We believe that our audit provides a reasonable

basis for our opinion.
4, Based on our audit, we report that:

)] We have obtained all the information and explanations, which to the best of our
knowledge and belief were necessary for the purpose of our audit;

(ii)  The Balance Sheet, Income & Expenditure Account and Receipts & Payments Account
dealt with by this report have been drawn up in the format approved by the Ministry of Finance,

Government of India.

(1) In our opinion, proper books of accounté and other relevant records have been
maintained by the Board as required under Section 24 of the Spices Board Act, 1986 read with
rule 18(1) of the Spices Board Rules, 1987 in so far as it appears from our examination of such

books.
(iv) We further report that:
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Balance Sheet as at 31 March 2024

A. Liabilities

A.1 Earmarked/Endowment Funds (Schedule 3) —¥317 crore

Depreciation on fixed assets procured from earmarked/endowment funds/grant in aids was
being accounted as expenditure in Income and Expenditure Account instead of treating the
depreciation charge as adjustment/utilization in earmarked/endowment funds/related grants.
Thus, the balance of Earmarked/Endowment funds, deficit for the year and Corpus/Capital
Fund were not correctly stated in the accounts. However, due to non-availability of details of
assets procured from earmarked/endowrnent funds and assets procured from grants in aid, audit
could not quantify the financial impact of the incorrect accounting of depreciation charge.

Spices Board did not take any corrective action in this regard despite the repeated comments
in previous years 2021-22 and 2022-23.

B. Assets
B.1  Current Assets, Loans, Advances etc - Loans, Advances (Schedule 11B) - ¥28.85

crore

The above includes long pending advances being carried over from 2017-18 onwards
amounting to I7.67 crore. The Board was unable to identify and recover these amounts as the
break-up of the advances is not traceable. Considering the passage of time and absence of
relevant records, a provision for the advances should have been created in the accounts.

This resulted in understatement of provisions and deficit for the year by 37.67 crore.

B.2  Current Assets, Loans, Advances etc.: Current Assets (Schedule 11A) — ¥261.84
crore

This does not include Z0.62 crore being the accumulated rent receivable from Flavourit Spices
Trading Limited for the leased facilities of Spices Board. Though the statement of accounts of
Flavourit Spices Trading Limited for the year 2023-24 depicts (under Related Party Disclosure)
a closing balance of Z0.87 crore being the accumulated rent payable for the leased facilities to
Spices Board at the year end, the Books of accounts of Spices Board do not reflect any
receivable amount in this regard.

Thus, the Current Assets, deficit for the year and Corpus/Capital Fund were understated by
%0.87 crore, 0.25 crore and 0.62 crore respectively.

C. Income and Expenditure Statement

Cl1 Income

Income from Sales/Services (Schedule — 12) — ¥17.75 crore
Income from Services — a) Analytical charges: ¥16.38 crore

a) The above does not include Analytical charges amounting to ¥12 crore received during the
year and transferred to earmarked funds for Pension (10 crore) and Quality Standard in Export
of Spices (%2 crore) (Note 1 of Schedule 57 - Notes to Accounts) directly without accounting
the income in Income and Expenditure statement.
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This resulted in understatement of Income from sales and services (Analytical charges) and
overstatement of deficit by 12 crore in Income and Expenditure Account. Besides this,
“Transfer to Earmarked Funds for Pension and Quality Standard in Export of Spices’ was also
understated by Z12 crore in Income and Expenditure Account.

b) Further, annual pension payments of ¥24.62 crore were not met from the Earmarked Fund
created for the purpose and the same was expensed from the general Grants-in aid received
during the year from Government of India. This was also commented in the SAR 2021-22,
2022-23. However, the Board is yet to take corrective action in this regard.

D. Significant Accounting Policies and Notes to Accounts

The Government of Rajasthan had allotted land admeasuring 12.14 hectares for 99 years lease
in Ramganjmandi, Kota district, Rajasthan free of cost. The land was not registered in the name
of Spices Board. An area of 0.61 hectares was occupied by two other parties. However, after
allotment, District Collector demanded (2016) 21.33 crore as cost of the land.

The above facts and contingent liability for the demand from the District Collector were not
disclosed in the notes to accounts.

E. Grants-in-Aid

Opening balance of grants-in-aid was nil. Grants-in aid received during the year from
Government of India were amounting to ¥115.50 crore. The same were fully utilized during
the year.

Subject to our observations in the preceding paragraphs, we report that the Balance Sheet,
Income & Expenditure Account and Receipts & Payments Account dealt with by this report
are in agreement with the books of accounts.

In our opinion and to the best of our information and according to the explanations given to us,
the said financial statements read together with the Accounting Policies and Notes on
Accounts, and subject to the significant matters stated above and other matters mentioned in
Annexure - I to this Audit Report gives a true and fair view in conformity with accounting
principles generally accepted in India:

e In so far as it relates to the Balance Sheet, of the state of affairs of the Spices Board as
at 31 March 2024, and
* In so far as it relates to Income & Expenditure Account of the deficit for the year ended

on that date.
For and behalf of the
Comptroller and Auditor General of India

S Nelliowi
(S. Velliangiri) ) QoW
Principal Director of Commercial Audit

Place: Chennai
Date: 29.10.2024
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Annexure — 1

. Adequacy of Internal Audit System

As per the records furnished to audit, internal audit was conducted in 8 unit offices out of
83 offices during the year 2023-24. Of the 83 offices under Spices Board, Internal Audit
was conducted up to March 2023, March 2022, December 2021 and March 2021 in ten,
seven, two and three offices respectively. In respect of 61 offices, audit was unable to
ensure whether internal audit was conducted at all as there were no records to show the
same.

. Adequacy of internal control

There exists adequate Internal Control System in the Board.

. System of physical verification of fixed assets and Inventory

The Board had carried out physical verification of fixed assets and inventory in 47 out of
83 units under its jurisdiction during the year 2023-24. Thus, the system of physical
verification of fixed assets and inventory was not adequate.

. Regularity in payment of statutory dues

The Board was yet to pay ¥3.61 lakh to Pension Fund Regulatory and Development
Authority being the interest earned from employee contributions towards NPS for the

period 2004-2010.
Deputy élrector (CA)
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Annexure-I1

(X in crore)

Details of receipts and utilization of Grants-in-Aid during the year 2023-24
Categories Amount of | Amount of Total | Amount | Amount | Target | Remarks
of grants | grant grant grant utilized | unutilized date
in aid | received brought received | during as on of
during the | forward during | the year |31.03.2024 | Project
year from the year carried
previous forward to
year next year
Gra;j"“’ 115.50 Nil 115.50 | 115.50 Nil
Total 115.50 Nil 115.50 | 115.50 Nil

Dep%)
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Annual Accounts 2023-24

SIGNIFICANT ACCOUNTING POLICIES &
NOTES TO ACCOUNTS

SCHEDULE - 56 ACCOUNTING POLICIES
1. ACCOUNTING CONVENTION

The Board generally follows accrual basis of accounting in the preparation of Income and Expenditure
Account and Balance Sheet except for arrears of pay, DA if any, Leave Encashment, Retirement Bene-
fits etc., which are accounted on cash basis. The Annual Maintenance Charges of laboratory and other
office equipment are also accounted on actual cash basis. The financial statements are prepared on
the basis of historical cost convention.

2. INVENTORY VALUATION

As per Accounting Standard-2, valuation of Inventories issued by the ICAI, Inventories are valued at
cost or net realizable value whichever is lower. The closing stock of inventory as at 31.03.2024 is Rs.
1,26,91,436.10/- which include Cardamom, Coffee, Pepper and Chemicals.

3. INVESTMENTS

Investments are classified as “long term investments” and “current investments” wherever applicable.
Long Term Investments are carried at cost. Current Investments are carried at lower of cost and fair
value.

4. FIXED ASSETS

Fixed assets are stated at cost of acquisition or construction inclusive of inward freight, duties, taxes
direct expenses and expenses related to acquisition.

5. DEPRECIATION

With effect from 01.04.2008 Board has charged depreciation on its fixed assets at the rates mentioned
in the Income Tax Rules. Depreciation on all assets is provided on Written Down Value (WDV) method.
Depreciation with respect to additions to assets made during the year which are put to use for less than
180 days have been provided at half of the applicable rates.

6. FOREIGN CURRENCY TRANSACTIONS

Transactions denominated in foreign currency are accounted at the exchange rate prevailing at the
date of the transactions, complying with AS-11 issued by the ICAI.

7. REVENUE RECOGNITION

(a) Grant in aid and subsidies: The programmes of the Board under plan are financed through Grants-
in-Aid and subsidies from the Govt. of India. These are accounted on receipt basis. This is made
through the approval of the annual budget submitted by the Board, to the Government.
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(b) Internal and Extra Budgetary Resources - Major source of the receipts are, analytical charges
of spice samples, sale proceeds of farm produces, subscription received on magazines/periodicals,
registration fees collected from exporters, auctioneers & dealers, development charges, user fee and
lease rent received from Spice Parks etc. These are recognized on actual basis.

8. GOVERNMENT GRANTS/SUBSIDIES
8.1 Government grants/subsidy are accounted on realization basis.

8.2 Government grants are treated under both Capital approach and Income approach wherever appli-
cable complying with AS-12 issued by ICAI.

9. RETIREMENT BENEFITS

The provision towards retirement benefits of employees’ viz. Gratuity, Pension Commutation, Provision
for Accumulated Leave Encashment benefits are made in the accounts as per Actuarial valuation done
during the financial year 2021-22. The employee benefits as per valuation Report comes to Rs. 348.72
crores, out of which the Board has already provided Rs. 275.77 Crore, till 31.03.2023. An amount of
Rs. 24.77 crore is provided for the FY 2023-24 as per the details given below:

1. Group Superannuation - Rs. 19.07 crore
2. Group Gratuity - Rs. 2.90 crore
3. Leave Encashment - Rs. 2.80 crore

10. IMPAIRMENT OF ASSETS

As on the Balance Sheet date, the Board has assessed the recoverable value of Assets in line with the
Accounting Standard 28 issued by ICAI. The carrying amount of the assets was reviewed to ascertain
impairment loss, if any, as on Balance Sheet date. The amount recoverable against the assets is higher
than the carrying amount of each of the assets as on the valuation date. As such Board has not provid-
ed for any impairment losses in the financial statements.

11. GENERAL PROVIDENT FUND

The accounts of the Board’s General Provident Fund is shown under Schedule No 3.

SCHEDULE - 57 NOTES TO ACCOUNTS

1. EARMARKED FUND FOR MAINTENANCE OF QUALITY STANDARD IN EXPORT OF SPICES

The Board has already set up Quality Evaluation Labs (QEL) at Cochin, Mumbai, Guntur, Narela in
Delhi, Tuticorin, Chennai, Kolkata and Kandla in Gujarat with the sole objective of maintaining quality
standard in export of Spices. The Board collects Analytical Charges from exporters’ and utilizes a part
of the amount for quality up-gradation, harmonization of international standards in spices and for bench
marking of our procedures with Global Standards. The Board also does, export promotional activities
including publicity, branding, marketing, highlighting the supreme quality of Indian Spices and Spice
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House Certification. In order to meet the objective, the Board has earmarked an amount of Rs. 2.00
crore out of Analytical Charges received during the year 2023-2024.

2. EARMARKED FUND FOR MAINTENANCE OF INFRASTRUCTURE OF SPICE PARKS

The Board has already set up Spices Park at Chhindwara and Guna in Madhya Pradesh, Puttady in
Kerala, Jodhpur and Ramganjmandi (Kota) in Rajasthan, Sivagangai in Tamil Nadu, Guntur in Andhra
Pradesh and Raibareli in Uttar Pradesh with the object of providing common infrastructure facilities for
both post-harvest and processing operation of spices close to the producing areas on par with interna-
tional standards. The expenditure on setting up of Spices Park referred to above is financed out of both
Plan Funds and assistance from ASIDE which will not be sufficient for the purpose. Substantial amount
is required for the maintenance of Spices Park as well. Hence income received from the functional
Spices Parks in the form of development charge/lease amount and User Fee amounting to Rs. 0.75
crore has been earmarked for the completion/maintenance of Spices Parks.

3. EARMARKED FUND FOR SPICES BOARD EMPLOYEES’ PENSION FUND

The Principal Director Commercial Audit (PDCA) observed the material impact of Rs.111.69 crore due
to non- provision of liabilities in respect of employees by Spices Board towards pension, gratuity and
leave encashment while considering the Audit Report of the Board for the year 2013 -14. Accordingly,
the Board had to produce before the PDCA, a letter of Comfort from the Ministry to the effect that nec-
essary provision for meeting the pensionary liabilities in respect of the retiring/retired employees will be
made during the respective years as part of the approved budget of the Board as and when decided in
consultation with the Department of Expenditure, Ministry of Finance.

In this circumstance, the Board considers it appropriate that a Pension Fund be set up for the em-
ployees to meet this objective. Accordingly, the Board had entrusted an agency to make an actuarial
valuation of the Board’s pensionary liabilities as on 31.03.2021 in this regard. The actuarial valuation
as on 31.03.2021 was Rs.348.72 Crore (Rs.319.07 Crore for Pension, Rs.18.54 Crore for Gratuity and
Rs.11.11 Crore for Leave Encashment)

In order to meet the Board’s liability towards retirement benefits, out of Analytical Charges received by
the Board for the year 2023-24, an amount of Rs.10 crore is earmarked for the year 2023-24 as done
in the previous years towards Spices Board Employees’ Pension Fund. This process will be continued
till the required amount is generated or the same is received from the Ministry by way of Budgetary
release or otherwise. The Earmarked amount so made has been deposited in Term Deposit with Na-
tionalized Banks.

4. FUNDS RECEIVED FROM OUTSIDE AGENCIES

The funds received under Schemes of ASIDE/outside agencies are operated through a Nationalized
Bank’s account. The funds received under one scheme may not be sufficient for meeting the proposed
expenditure of that scheme. Funds of the Board are utilized in these cases to meet the deficiency. The
funding under ASIDE/outside agencies are for specific periods unlike the Plan/Non-plan funds released
by the Government of India. As such, for practical conveniences the accounts of the Board funds and
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scheme funds are maintained together.

1. In Schedule-3, Endowment fund under TIES-Sikkim, Opening Balance as on 01.04.2023 is Rs. 8.87
crore. The entire funds were transferred to CPWD Gangtok for the construction of Spice Complex at
Sikkim. Balance fund of Rs.0.98 crores available, pertains to the interest earned for the investment of
TIES fund.

2. In Schedule-3, Endowment fund under SHM Kerala, Opening Balance as on 01.04.2023 is Rs.
1.30 crores; out of which Rs.1.27 crores were paid to acquire GCMS-MS machine for the testing of
Pesticides in Cardamom. This is not shown as Asset in the books of accounts of the Board, since the
scheme is externally funded.

5. ADDITION TO FIXED ASSETS - PLAN FUND (TRANSFER TO CORPUS FUND)

The Grant received by the Board are general purpose Grants. The Grants are received for implement-
ing various schemes/programmes of the Board. The Funds are also used for setting up or acquiring
Fixed Assets to provide infrastructure facilities to the farmers and exporters. The operating expenses
of the Board are also met from these Funds. As the Grants are not specifically meant for acquisition
of Fixed Assets, the deduction of the Grant amount from asset value or treating it as deferred revenue
do not arise.

6. DEPOSITS MADE OUT OF EXTERNALLY FUNDED / ASIDE SCHEMES

Balance with banks in Deposit accounts as on 31-03-2024 as stated in the financial statements amount-
ing to Rs.244.18 crores is inclusive of Deposits made out of Externally Funded / ASIDE schemes
amounting to Rs.132.43 crores.

7. CONTINGENT LIABILITIES

1.1 Claims against the entity not acknowledged as debts Rs. Nil (Previous year Rs. Nil)

1.2 In respect of:
- Bank guarantees given by/on behalf of the entity Rs. Nil (Previous year Rs. Nil)
- Letters of Credit opened by Bank on behalf of the entity Rs. Nil (Previous year Rs. Nil)
- Bills discounted with banks Rs. Nil (Previous year Rs. Nil)

1.3 Disputed demands in respect of: Income tax Rs. Nil (Previous year Rs. Nil) Sales tax Rs. Nil (Pre-
vious year Rs. Nil) Municipal Taxes: Nil (Previous years Rs Nil)

1.4 In respect of claims from parties for non-execution of orders, but contested by the Entity Rs. Nil
(Previous Year Rs. Nil)

1.5 Arbitration case is pending in Kolcutta High Court with Civcon construction (P) Ltd. for 9.77 crores.
But as per work order, only 0.65 crores is pending for settlement for the remaining work, if the
contractor completes the work in prescribed time. Considering this, the claim by contractor is not
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justifiable and hence contingent liability is not provided for the huge amount as claimed by the con-
tractor.

8. CAPITAL COMMITMENTS

Estimated value of contracts remaining to be executed on capital account and not provided for (net of
advances) Rs. Nil (Previous year Nil)

9. CURRENT ASSETS, LOANS AND ADVANCES

In the opinion of the Management, the current assets, loans and advances have a value on realization
in the ordinary course of business, equal at least to the aggregate amount shown in the Balance Sheet.

10. TAXATION

As the income of Spices Board is exempted under section 29A of the Income Tax Act 1961, no provi-
sion for Income tax has been considered necessary.

11.1 VALUE OF IMPORTS CALCULATED ON C.I.F. BASIS.

Purchase of finished Goods Nil Nil Nil Nil Nil
Capital Goods Nil Nil Nil Nil Nil
Stores, Spares and Consumables 793 5,596.48 Nil Nil 525
Others Nil Nil Nil Nil Nil

11.2 EXPENDITURE IN FOREIGN CURRENCY

“ Currency

a Travel 6,391 3,770 Nil 7,457
Remittances and Interest payment to Financial Nil Nil Nil Nil Nil
Institutions Banks in Foreign Currency
Stall Rent on Trade Fair Nil Nil Nil Nil Nil
Other expenditure Nil Nil Nil Nil Nil
Meetings and Seminar Nil Nil Nil Nil Nil
Others Nil Nil Nil Nil Nil
Commission on Sales Nil Nil Nil Nil Nil

e Legal and Professional Expense Nil Nil Nil Nil Nil

11.3 EARNINGS

Value of Exports on FOB basis Nil
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11.4 REMUNERATION TO AUDITORS:
As Auditors

- Taxation matters Nil
- For Management services NIl
- Others Nil

12. CAPITAL FUND

Balance of the fund as on 01.04.2023 was Rs. (-) 1,64,55,37,940.65. Entire source of fund was by way
of allocation received from Central Government. Hence, the amount received during the year in the
nature of capital receipts from Government towards the requirements of the Board has been shown
as addition to the fund. Excess of expenses over income for the year was Rs. 11,66,52,435.10 which
has been reduced from the fund. Balance of fund as on 31-3-2024 is Rs. (-)1,76,21,90,375.75. Fund
received during the year as grants for acquisition of fixed assets under Plan and Non-Plan, has not
been considered as earmarked funds for specific usage since it is not a fund meant for any specific
asset. Organization has not created any Capital Reserves, Revaluation Reserves and Special Reserve
during the year. There is no General Reserve also.

13. OTHERS

The Board has successfully implemented integrated accounting software developed by the National
Informatics Centre (NIC) during the year. This implementation aims to streamline financial processes,
enhance accuracy in accounting records, and improve overall efficiency in financial management.
The software integration will facilitate real-time financial reporting, better compliance with regulatory
requirements, and more effective internal controls. Additionally, it is expected to reduce manual errors
and save time, allowing the Board to focus on strategic financial planning and decision-making.

Corresponding figures for the previous year have been regrouped/rearranged, wherever necessary.

Special advance pertaining to previous years are settled during the year. Net receipt of special ad-
vance is disclosed in the receipt side of Receipts and Payments Account for the year.

Schedules 1 to 57 are annexed to and form an integral part of the Balance Sheet as at 31-3-2024, The
Income & Expenditure Account and Receipts and Payments Account for the year ended on that date.

(Sd.) (Sd.)
DIRECTOR (FINANCE) SECRETARY
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