SHARP & TANNAN
% Chartered Accountants
[irm’s Registration No. 003792S

INDEPENDENT AUDITOR’S REPORT

T'o the members of
Centre for Internet and Socicty

Report on the audit of the financial statements
Qualified Opinion

We have audited the accompanying [inancial statements ol Centre lor Internet and Society
(“the Society”), which comprisc the Balance Sheet as at 31 March 2020, the Receipts & Payments
account and Income & Fxpenditure account lor (he year ended 31 March 2020 and notes to the
[inancial statements, including a summary ol signilicant accounting policies and othier explanatory

inlormadtion.

In our opinion and to the best ol our information and according to the explanations given 1o us,
except for the possible ellect of the matters described i Basis for Qualificd Opinion scction of
our report, the aloresaid [inancial statcments give a true and fair view in conformity with the

accounting principles generally accepled in India:

1. In the case of Balance Sheel, of the state of allairs of the Society as at 31 March 2020

2. In the case of Receipls & Payments account, of the receipts and payments lor the year
ended 31 March 2020; and

3. In the casc of Income and LFxpenditure account, ol the excess ol cxpenditure over
incomc for the year ended 31 March 2020.

Basis for Qualified Opinion

1. We draw reference to Note 9(a) accompanying the financial statements, wherein the
Society has explained about the misappropriation of funds in the earlier years and the
consequent judiciary proccedings initiated against the ex-employee alleged of the
misappropriation. In view of the ongoing judicial proceedings, we are unable to comment
on the adjustments required, if any, which could be determined only on completion of the
Judicial proceedings.

2 ‘Other advances’ grouped under Note 5 ‘Loans and Advances’ includes Rs. 114,498/
advances recoverable from Mys. Discover Your World, which is outstanding for more than
3 years and not confirmed by the party. In our opinion, the advance is doubtful of recovery

Ak

and needs to be written off in the books of account.
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We conducted our audit of the [inancial statements i accordance with the Standards on Auditing
(‘Standards’ or ‘SAs’) issued by the Institute of Chartered Accountants ol India (ICAI). Our
responsibilitics under those Standards are Turther described in the Auditor’s Responsibilitics for

the Audit of the Financial Statements section ol our report. We are independent ol the Society
m accordance with the Code ol Ethics issucd by the ICAT and we have {ullilled our other cthical
responsibilitics i accordance with these requirements and the ICATI’s Code ol Litlues. We
believe (hat (he audit evidence we have obtained 1s suflicient and appropriate to provide a basis
[or our opinion on the Iimancial statements.

Emphasis of matter

1. We draw relerence to Note 2(c), which states that the balance of undisbursed funds as at
31 March 2020 amounting to Rs. 3,14,77,084/- (nct ol excess applicd amounting (o
Rs. 28,16,805/-) is subject to confirmation by the donors. We also draw relerence (o Note
2(d) which states that the excess applicd amounting to Rs. 28,16,805/- represents cases
wherein the expenditure incurred by the Sociely towards specilic projects have exceeeded

the grant received upto 31 March 2020 against (he respective projects.

2. Woe draw reference (o Nole 2(¢), which states that the Society has recognized expenditure
spent in excess ol the specilic grant amount aggregating (o Rs. 10,07,913/- (1 projects) as

expenditure in ‘Income and Lxpenditure account’.

3. We draw relerence (o Note 2(f), which states that the [unds received from Facebook India
Online Services Pyt Lid and Google India Pyt Lid are accounted based on ‘lund accounting
system’ even though a formal document describing (he substance of the understanding with
the donor 1s not available for the reasons mentioned in the Note.

4.  We draw relerence to Note 6 (), which states that ‘advance recoverable suspense’ ol
Rs. 14,63,998/- represents the amounts suspected to have been misappropriated by one of
its cmployces who was in charge ol linance and accounting [unction during the
FYs 2013-14 and 2014-15. The Sociely is confident of recovering the entire amount i view
of the legal proceedings imitiated against the party.

Our Opinion on the [inancial statements is not modilied in respect of the above matters.

Responsibilities of management and those charged with governance for the financial statements

Management is responsible for the preparation and lair representation of these [inancial
statlements that give a true and fair view ol the slate ol allairs, the receipts & payments and the
income and expenditure account of the Sociely in accordance with the accounting principles
generally accepted in India. This responsibility includes the design, mmplementation and
main{enance of internal control relevant (o the preparation and presentation of the linancial
statements that give a true and [air view and arc {ree [rom [inancial misstalements, whether due

(o [raud or crror. a
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In preparing the [inancial statements, management is responsible lor assessimg the Society’s
ability Lo continue as a going concern, disclosing, as applicable, matiers related to going concern
and using going concern basis ol accounting unless management cither intends to liquidate the

cnlity or (o cease operations, or has no realistic alternative but (o do so.

Those charged with governance are responsible [or oversceing the Sociely’s lnancial reporting

process.
Auditor’s responsibility for the audit of the financial statements

Our objective 1s (o obtain reasonable assurance aboul whether the [inancial statements as a whole
arc Irce from material misstatement, whether due (o [raud or crror, and (o 1ssuc an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance, but is not a
guarantce (hat an audit conducted m accordance with SAs will always detect a material
misstalecment when it exists. Misstatements can arisc [rom [raud or crror and are considered
matcrial il, individually or in the aggregate, they could reasonably be expected to nfluence the
cconomic decisions ol users taken on the basis ol these linancial statements.

As part of an audit in accordance with SAs, we exercise prolessional judgment and maintain
prolessional skepticism throughout the audit. We also:

e Idently and assess the risks ol material misstatement ol the [inancial statements, whether
due to [raud or crror, design and perform audit procedures responsive to those risks, and
obtamny audit evidence that is sulficient and appropriate o provide a basis for our opinion.
The risk ol not detecting a material misstatement resulting [rom fraud 1s higher than for one
resulting [rom crror, as [raud may involve collusion, forgery, mtentional omissions,
misrepresentations, or the override of internal control.

e  Obtam an understanding ol nternal control relevant (o (he audit in order to design audit
procedures that are appropriate in the circumstances.

o “valuate (he appropriatencss of accounting policies used and the rcasonableness ol
accounting cstimates and related disclosures made by management.

e  [valuate the overall presentation, structure and content of the [inancial statements, including
the disclosures, and whether the [inancial statements represent the underlying transactions
and cvents in a manner that achieves [air presentation.

e Conclude on the approprialeness ol management’s use of the gomg concern basis ol
accounting and, bascd on the audit evidence oblained, whether a material uncertainty exists
related 1o events or conditions that may cast signilicant doubt on the Society’s ability to
conlinue as a going concern. If we conclude that a material uncertainty exists, we arc required
to draw attention in our report (o the related disclosures in the [inancial statements or, il
such disclosures are inadequate, (o modily our opinion. Our conclusions are based on the

audit evidence obtained up (o the date ol our report. However, [uture cvents or conditions

b

may causc (he Sociely 1o cease (0 conlinue as a gomg concern,
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We communicate with those charged with governance regarding, among other matlers, the
planned scope and timing ol the audit and signilicant audit findings, including any significant
dcliciencices in internal control that we identily during our audit.

We also provide those charged with governance with a statement that we have complied with
rclevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related saleguards

Restriction on use:

This report has been prepared solely for the members of the Society [or the purpose of adoption
of (he [nancial statements of the Society and for submission (o the Registrar of Sociceties in terms
ol Scction 13 ol Karnataka Societies Registration Act, 1960 and (herelore should not be relied
upon [or any other purpose or by any other party. Accordingly, Sharp & Tannan, Chennai will
not accept responsibility or liability to any third partics. Prior written consent [orm Sharp &
Tannan, Chennai should be obtained {or making this report or part thereol available to third
partices.

[or SHARP & TANNAN
Chartered Accountants
Firm’s Registration No.003792S

D=

D. Vinod Kumar
Partner
Date: 15 December 2020 Mecmbership No.224549
Place: Chennai UDIN: 20224549AAAAHH3759



Jalance Sheet

As at March 31, 2020 As at March 31, 2019

Particul Not:
SEUINCARS B - Amount (Rs.) Amount (Rs.)
FUNDS AND LIABILITIES
rCnpital and Other Funds - o -
i) General Fund - 1{A) 65,18,802 65,62,338
i) Balance in Undisbursed Funds - 2 3,14,77,084 ~1,79,81,888
iii) Capital Funds used for purchase 1(B) 66,98,941 55,12,265
of Fixed Assets - -
- 4,46,94,827 3,00,56,491
IL. Liabilities o -
Other Current Liabilities 3 4,92,316 1,18,946
B B - 4,51,87,143 3,01,75437
ASSETS -
i) Fixed Assets ~1(B) 66,98,041 B _ 55,12,265 -
- 66,98,941 55,12,265
ii) Cash and Bank Balances 4 3,39,37,480 19175121 B
1i1) Loans and Advances 5 30,86,724 - 40,24,053
iv) Advance Recoverable Suspense 6 14,63,998 _ 14,63,998
3,84 88 202 2,46,63,172
- R 4,51,87,143 3,01,75437

The accompanying notes form an integral part of the financial statements.
As per our report of even date attached
for Sharp & Tannan for and on behalf of the Board of Trustees

Chartered Accountants
(Firm's Registration No. 0037928S)

D. Vinod Kumar

Partner Amber Sinha Vibodh Parthasarathi
Membership No. 224549 Executive Director Board Member
and Nominee

Place:dw Place: New Delhi Place: New Delhi
Date: |§ Das ooRo Date: 09.12.2020 Date: 09.12.2020



Particulars Note ALty e
- Amount (Rs.) Amount (Rs.)
Income ~
i) General Donations 10,500 43,500
ii) Other Income 1,00,000 -
iv) Interest Income 22,609 23,200
v) Unspent specific grant 2(e) - 48472
vi) Membership Fees/Registration Fees 700 900
viii) Untied Project receipts 18,79,094 3,21,938
viii) Interest on Income Tax Refund - - 4,991 o
ix) Reversal of excess provision for income tax - 2,51,409
. 20,12.903 6,94,410
o - 20,12,903 6,94,410
Expenditure
i) Untied Project Expenses o B 9,85,702 6,12,406
iii) Bank Charges 1,575 5,989 -
iv) General Administration 61,249 2,66,013
v) Excess expenditure over specific funds 2(e) 10,07,913 13,15,084
vi) Advances written off - 267
vii} Income tax expense - 3,35,207
ix) ROS Renewal Charges - - 39,100
20.56.439 25,74,066
20,56,439 25,74,066
Excess of Income over expenditure / (Expenditure over Income) (43,536) (18,79,656)

As per our report of even date attached

for Sharp & Tannan
Chartered Accountants

(Firm's Rcﬁis(mlion No. 003792S)
D' q‘\\ /

D. Vinod Kumar
Partner
Membership No. 224549

Place: M

Date: % aoko

for and on behalf of the Board

all

¥

Amber Sinha
Executive Director

Place: New Delhi
Date:gg 122020

e

Vibodh Parthasarathi
Board Member and
Nominee

Place: New Delhi
Date: 09.12.2020
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Note -1(A): General Fund

Particulars As at 31 March 2020 As at 31 March 2019
Amount (Rs.) ‘Amount (Rs.)
To Opening Balance o 65,62,338 84,41,994
Excess/ (Deficit) as per Income and Expenditure (43,536) - (18.,79,656)
~ Account tanslerred to General Fund 65,18,802 65,62,338
Closing Balance in General Fund Account
Balance carried to Balance Sheet 63,18,802 65.62.338

Note -1(B): Capital Fund/ Fixed Assets

. As at 31 March 2020
Particulars

As at 31 March 2019

- 3 __Amount (Rs.) Amount (Rs.)
Cupital Fund
Opening Balance B 5_5»_1}!_2[\q B 45,7884
Additions during the year | 1,86,676 66,98,94 1 9.33.424 55,12.2635
Closing Balance 66.98.941 55,12,265
Note: o

Fixed assets held in the books were purchased against specific projects and were accounted based on fund accounting system i.e.

recorded as payment in the respective specific project. For the purpose of control, the fixed assets were notionally recorded in the Balance

Sheet with a corresponding credit to 'Capital Fund'.

o |
W Tl

w
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As at March 31, 2020 As at March 31, 2019

Particulars
Amount (Rs.) Amount (Rs.)
Nole -3 — ___ — B
Other Current Liabilities o
i) Advance from Creative Commons 45,379 45,379
i) Other Current Liabilities - 51,566 B
iii) Statutory Liabilities 4,46,937 22,000 —
492,316 1,18,945
Note-4 . S
Cash and Bank Balances
i) Cash in hand B 13,112 13,118 B
ii) Cash at bank B 3,35,56,596 B 1,88,16,839
iii) Term Deposits 3,67,772 3,45,164
- 3.39,37.480 1,91,75,121
Note:

Term deposit has been maintained with M/s. Kotak Mahindra Bank towards Corporate Credit Cards issued to select

Note -5
l.oans and Advances -
i) TDS Recoverable 14,62,695 13,78,024
ii) Rent Deposits 6,50,000 8,00,000
iii) Other Deposits 5,00,000 B 5,00,000
W) Staff Advances - 2,23,485 4,66,863 B
v) Other Advances - 2,50,544 8,78,266
vi) Membership Fees Receivable - 900
30.86,724 40,24,053
Note -6
Advance Recoverable Suspense
i) Funds recoverable (refer note a bel(gv) B 14,63,998 1463998
14,63,998 14,63,998

—C O

(a) Advance recoverable suspe_nse represent amounts suspected to have been misappropriated by one of its employees who was
in charge of finance and accounting function during the FYs 2013-14 and 2014-15. The Society is confident of recovering the
entire amount in view of the legal proceedings initiated against the party (Refer note 9(a)) Accordingly, the entire advance is

considered as good and recoverable.
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Notes accompanvine the financial statements

The Centre for Internet & Society

Particulars 2019-20 2018-19
Amount (Rs.) Amount (Rs.)
Note -7 - -
Project Receipts (Foreign) o
1 Hewlett 93,184 -
_2 Business and Strategies - 6,27,948
_3 City University of London 86,617
4 University of Munich 5,85,543
7.65,344 6.27,948
E\tied_project receipts (Local) B B
1 CSCS B (3,06,010)
2 Facebook 11,00,000 -
3 CMS Technologies 13,750 -
o 11,13,750 (3.06.010)
B - ~ 18,79,094 3,21,938
Note -8
Project Expenses (Foreign) B
- __ 1 Sigrid Rausing B - 15,668
_ 2 Hewlett 94,900 -
_ 3 Facebook B 1,32,132
_ A Business and Strategies - 5,96,739
- City University of London 86,344 -
6 University of Munich 4,26,326 -
7,39,702 6.12.407
Untied project expense (L.ocal)
1 Lepuana 10,000 =
2 Facebook 2,36,000
— 2,46,000 s
- 9,85,702 6,12,407

-
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Notes accompanving the financial statementis

Note-9
Other explanatory notes

(a) DuringtT: financial year 2014-15, the Society had identified misappropriation of funds alleged to have been committed by_a;
employee in charge of finance and accounts function at the Society. The employment contract with this individual has been
terminated in 2015. Further the Board had also conducted a forensic investigation of the financial irregularities with the
assistance of external consultants M/s. Deloitte Touche Tohmatsu India LLP.

The Society had, during the }Tez;r 2014-15, initiated criminal proceedings against the_ex-employee alleged of the
misappropriation and the proceedings are in progress. Meanwhile, the Society had initiated civil recovery procedures during
the financial year 2018-19 in connection with the alleged misappropriation. The proceeding is in progress and the next
hearing is scheduled in November 2020. The Society is confident of recovering the entire amount of alleged misappropriation
and accordingly 'Advance Recoverable Suspense' of Rs. 14,63,998/- is considered good and recoverable.

The management of the Society believes that identified / required adjustments and disclosures arising from the financial
irregularities pertaining to the above, to the extent of the information available with the management, had been made in
financial statements of financial year 2014-15. Based on the information available with the society, no adjustment is required
to be made in the financial statements for the year ended 31 March 2020.

(b) Contingent liability

The Society had, on 20 March 2020 received a demand notice from the Income Tax Department amounting to Rs.
2,75,44,630 for AY 2018-19. The Society has disagreed with the demand raised and has appealed to the Income Tax
Department on 1 June 2020. The Society is confident of winning the appeal and accordingly no provision is required.

Note -10
Significant Accounting Policies

(a) Basis for pr_e_paration of financial statements

The Financial Statements of the Society, consisting of Balance Sheet, Receipts & Payments Account and Income &
Expenditure Account, are prepared by the Society under historical cost convention, on cash basis of accounting. In the
absence of any authoritatively established accounting principles for the specialised aspects related to Societies which do not
carry out any commercial activity, the statements have been prepared in accordance with the significant accounting policies as

described below.
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Note -10 (CHtinued)

Significant Accounting Policies

®)

Fixed assets

Fixed assets are stated at cost. Fixed assets purchased towards specific projects are accounted based on fund accounting
system. The purchase of fixed assets are recorded as utilisation in the respective fund.

No depreciation is charged on fixed assets since the entire fixed assets relates to specific projects and are accounted on fund
accounting system.

()

Donations and grants

Donations and grants received are recognised as income on r_eceipTof such donation. Donations made with a specific
direction that they shall form part of the corpus of the Trust are classified as corpus donations and are directly accounted as
society fund receipts in the Balance Sheet.

Grants received from donors which are earmarked with specific budget (specific grants) are accounted based on fund
accounting system. The receipts and payments pertaining to the specific fund is accounted in the fund account and the
unutilized amount is shown as a liability. Salary cost is allocated to the specific project based on the time spent on specific
project estimated on reasonable basis in line with the budget agreed with the donors. Administration and other common
expenses are apportioned to the projects to the extent allowable as per the MOU’s agreed with the donors.

Unspent amount, if any, at the end of the project period will be returned to the donors if so required _by the MOU agreed with
the donors, or adjusted against Reserves in the absence of instructions from the donors to the contrary.

@

Reimbursement of expenses

Expenses incurred by the Society which are reimbursed by the donors, are recognized as expenses on actual payment. The
reimbursement received from the donors is recognized as income on actual receipt of the amount. Any amount reimbursed in
excess of the actual expenses incurred is considered as income and recognized accordingly in the Income & Expenditure

account,
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