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1 Annual Report

2002-2003

KARNATAKA NEERAVARI NIGAM LIMITED

Registered office :
4% Floor, Coffee Board Building,
No.1, Dr. Ambedkar Veedhi, Bangalore - 560 001.

NOTICE

Notice is hereby given that the 5% Annual General Meeting of the Members fo the Company will be heldon
Monday, the 29" September 2003 at 1.00 p.m. at Committce Room (Room No.313), 3" Floor, Vidhana

Soudha, Bangalore-560 001 to consider and transact the following business :

To receive, consider and adopt the Balance Sheet at 31.03.2003 and the Expenditure During Construction

Period for the year ended on that date along with the Schedules attached thereto and Reports of Directors’

and Auditors thereon.

By order of the Board

Sd/-

Date : 19.09.2002 - G.S. Prakash

Place : Bangalore.

Company Secretary

NOTE :

1,

The Annual Report will be circulated separately.

2. As per the Provisions of Section 224 (AA) of the Companies Act, 1956, the remuneration payable to the Auditors has to be fixed

by the company in general meeting or in such manner as the Company in General meeting may determine. At the 3" Annual
General meeting held on 29.09.01, the AGM have authorized the Board of Directors to fix the remuneration payable to the
statutory auditors of the company every year separately as and when appointment is made by the C & AG of India, under section
619 (2) of the company act, 1956. Accordingly the Board have approved a remuneration of Rs. 1.20 lakhs as the fee payable to
the statutory auditors. M/s. Rao Associatioes, for the year 2002-03.

A member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote instead of himself and such

proxy need not be a member.




KARNATAKA NEERAVARI NIGAM LIMITED :: BANGALORE.

DIRECTORS’ REPORT

Dear Members,

Your Directors have pleasure in presenting the fifth Annual Report together with the Audited Accounts for the year ended 31st March
2003. .

2)  Asyou are aware, Government of Karnataka had initially established your company with a view to speedily execute identified projects
in the Krishna basin. The scope of activities of your company was subsequently extended to cover the entire State of Karnataka. The
Government of Karnataka had entrusted 20 projects to your company for implementation as of 31.3.03. Consequent to the forma-
tion of Cauvery Neeravari Nigma Ltd the five projects in Cauvery basin entrusted to your Company have been now transferred to that
company. The salient features of the projects undertaken during the year are given below :

e T R e N T
No. '  (Ro.cores | (Bsooes) | onamll 5 g“a%;’" D{TMaC?
1. | Ghataprabha.  947.00 roe0es | 331000 | 100116 81.10
2. | Malaprabha 816,00 : 481 220028 |\ { 28505 27.00
3. | UpperTunga 105233 805.36 94698 94698 12.24
4. | BasapurallS 9.36 8.01 2267 2267 0.60
5. | ltagiSasalwadLIS 8.00 7.39 1984 1984 0.55
6. | Hipparagi 901.00 838.16 74742 74742 12.10
7. | Singatalur 595.00 569.08 - 47754 47754 18.55
8. | Bhima Ln‘t 187.58 1 75.47 . 24292 24292 6.00
9. | Markandeya 209.85 47.44 19105 19105 4.00
10. | Gandorinala 13295 43.65 8094 7672 2.16
1. | Harinala 42.00 2:95 13480 - 0.64
12. | TungaLift 2412 24.12 2088 2088 1.43
13. | KalasaNala 44.78 4477 -

14. | BanduraNala 49.20 49.18 -
15. | Doodhganga 124.00 66.88 - 15167 15167 4.00
TOTAL 514317 3017.92 844699 418390 17037
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3)

During the current financial year 9003-04 the Government of Karnataka have entrusted 11 additional projects and also construction

of 163 bandaras in the Malaprabha & Ghataprabha Project area to your company. The present estimated cost of these projects is
about Rs.3476 crores. The brief details of these projects are given below.

"  Project . Crores) I
1. | 'Bennethora 61.61
2. | Lower Mullamari 24.18
3. Lifting of Water from Hiranyakeshi River to
Ghatapfabha Riigh:t Bank Canal 30.00 Augmentation of suffering atchkat
4, Sri Rameshwara Lift Irrigation Scheme 218.42
5 | Guddad Mallapur Liﬁ irrigation Scheme 60.00
6. Javalahaila'Liﬂ=irrfgation Scheme QedBe Augmentation of suffering atchkat
T Ballary Nala Lift Irrigation Scheme 138.28
8. Bennihalla Lift I'rrigétion Scheme 17.33 Augmentation of suffering atchkat
9, Konnur Lift Irrigation Scheme 6.15 Augmentation of suffering atchkal
10. Upper Bhadra Stage-1 2813.00
11, | Kolachi Lift Irrigation Scheme 2.25 Augmentation of suffering atehkat
12. | Bandaras Total 163 Nos 101.76
TOTAL 3476.31

The implementation of Upper Tunga and Kalasa Nala &
Bandura Nala Projects are getting delayed for want of For-
est & Environmental Clearances. In the case of Upper
Tunga Project the proposal for diversion of forest land has
been cleared by the Supreme Court and formal clearance
from the Government of India is awaited. Environmental
Clearance for this project is being pursued. The Hipparagi
Barrage is nearing completion and erection of gates will be
taken up shortly. It is planned to impound water by June
'04. The Harinala and Gandorinala projects are ready for
providing irrigation. The field imigation networks in these
projects are being expedited and subject to availability of
water it is proposed to provide water from these projects in
the current Rabi season. The Government of Karnataka
have directed that the recently transferred Bennethora and
Lower Mullamari projects should be taken up for speedy
implementation for providing water in the drought prone
areas of Gulbarga district. The Singatalur Lift Irrigation
Scheme has been now cleared by the Govemnment of
Karnataka with certain modifications following the report of
the Technical Advisory Committee under the Chairman-
ship of Shri K.C. Reddy about which a reference has been
made in our previous report.

The expenditure incurred on the projects during the year is
Rs.305.04 crores as against Rs. 367.64 crores during the
previous year. The irrigation potential created during the
year was 19,843 Ha as against 26,000 Ha during the pre-
vious year. The annual works programme for the current
year 2003-04 is fixed at Rs. 526.00 crores with a target of
creating irrigation potential of 24,500 Ha.

Participatory Irrigation Management and CADA
works:

Considerable progress has been achieved in making Par-
ticipatory Irrigation Management operational at the field
level by handing over irrigation management system in
the Malaprabha & Ghataprabha command area to the
Water Users' Co-operative Societies for maintenance. So
far 460 Water Users’ Societies have been registered
against the target of 600. lrigation management has been
handed over in respect of 275 WUCS's. During the year
an amount of Rs.6.00 crores has been provided towards
special repairs of hydraulic units before such handing over
in addition to Rs. 4.05 crores provided during the last year
The Field Irrigation potential created during the year was
17,054 Ha. The FIC potential creation pianned during cur-
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rent year 2003-04 is 51,000 Ha.

Your Company has taken up the “ Namma Hola Namma
Raste” Scheme under the Malaprabha & Ghataprabha
Project area as a part of the Government of India spon-
sored drought relief programme. Under this scheme
which is being implemented through the Water Users’ Co-
operative Societies (wherever they exist otherwise depart-
mentally), the Company is granting 30% of cost of road
works, the farmers are contributing 25% in the form of
labour and materials and the balance amount is being
funded by the Central Government in the form of food
grains. Roads worth of Rs.10.00 crores have been taken
up in the project areas under this scheme.

Mobilisation of Resources:

The company mobilized a sum of Rs. 221.20 crores
through Series-V and VA bond issues at coupons of
10.66% & 9.70% respectively during the year. The aggre-
gate borrowings in respect of Series-l to VA amounts to
Rs.1157.05 crores. The market borrowing planned for the
FY 2003-04 is Rs.250 crores.

Share Capital:

The investment of the Government of Karnataka in the eg-
uity of the company as on 31.3.03 is as follows:

. ' ‘Amount
Particulars

(Rs. lakhs)

1,28,573.16
17,223.56

Paid-up Capital

Advance against equity share capital

TOTAL 1,45,796.72

11)

The above investment includes Rs. 86,798.73 lakhs being
the net value of assets of the projects transferred to the
company by the Government.

Accounts:

Since the projects are still under construction stage as at
31.3.03, an Expenditure During Construction Account
pending capitalisation and Balance Sheet as on that date
have been prepared.

Management Discussion and Analysis

The Company is established as a Special Purpose Vehicle
by the Government of Karnataka to complete certain iden-
tified irrigation projects on a fast track basis and as such
operates in the domain of public works. In the strict sense
its operations cannot be related to any competitive position
with respect to which this report is to be submitted as re-
quired under the provisions of the Listing Agreement with

12)

13)

14)

15)

16)

the National Stock Exchange.

There is considerable scope for the Company to create
irrigation potential ip the Krishna basin by utilizing the en-
block allocation of water made by the Krishna Water Dis-
putes Tribunal. However, addressing environmental con-
cerns, mobilization; of required resources, acquisition of
land, organizing :Rehabilitation of project affected people
and competing ddmands of water users necessitating
change in scope df projects have been the major chal-
lenges faced by the Company.

Your company 's bfrrowing programme is fully supported
by Government of [Karnataka. The interest and principal
repayment have tq be provided in the Budget. As such
your company is dependant on the finances of the Govern-
ment of Karnatakg which has maintained a good track
record in this regdrd. Your company does not generate
any income other than revenue from water rates charged
to farmers.

The company has adequate internal control systems since
PWD codal provisigns which are time tested over the years
have been adopted by the Company. The company has
also appointed two feputed firms of Chartered Accountants
for the internal audit of alf the field offices.

The total number, of officials employed by the Company is
4,198 and almost il of them are on deputation from the
Government of Karnataka. The Company continues to
face shortage of téchnical personnel in various projects.
The management i§ in continuous dialogue with the Gov-
ernment to overgome this situation.

Corporate Goverriance :

The listing agreement executed with the National Stock Ex-
change requiresi ¢ompliance with specified Corporate
Governance practices. The KNNL has been practicing the
principles of good Corporate Governance and has always
followed the philosaphy of conducting its activities with due
compliance of laws, transparency and internal control sys-
tems and procedures. The Committees constituted by the
Board oversee ctitical functional areas. Accordingly a re-
port on Corporate Governance is furnished below:

a) Board of Dire¢tors:

The present strength of Board of Directors is 12 mem-
bers. The Managﬁir{g Director is the only whole time Direc
tor. All the Directotis are appointed by the Government of
Karnataka and arg persons who are serving/retired offic-
ers of Government having experience in diverse fields.
The Board held si meetings during the year. The names
of the Board me:}\bers and their attendance at Board
meetings and at the last Annual General Meeting are
given below :
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| No.of Board Attendance
Name of the meetings at last Remarks
Director : AGM
attended (27.09.2002)
Shri S.M.Krishna 3 Attended
shri HK. Patil an Attended
Dr. A. Ravindra ' 2 Attended Ceased to be ‘Director w.e.f. 9.01.03
Shri M.B.Prakash 6 Attended Ceased to be Director w.e.f. 8.4.03
Shri J.P.Sharma N.A. NA. Nominated w.e.f. 08 .04.03 & ceasedto be Director w.e.f. 31.07.03
Shri KK. Misra NA. NA | Nominated wef 31.07.03
Shri B.S.Patil 1 N.A, Nérﬁihatad we.f 9.01.03
Shri Chiranjiv Singh 3 Attended Ceased to be Director w.e.f. 26.05.03
Shri B.K.Das 1 N.A. Nominated w.e.f. 26.10.02
Shri S.V.Ranganath L2 Not attended Ceased tof-'bqf-ljirecior w.e.f. 28.09.02
Shri K.Jairaj INA. NA, Nominated w.e.f. 26.05.03
Shri S.J.Channabasappa | | 5 Not attended | |
Shri R.B.Agawane 5 Attended
Shri A.P. Joshi 5 Attended Ceased to'be Managing Director w.e.f. 10.03.03
Dr. S.Subramanya | 1 N.A. Nominatéd eis Managing Director w.e.f. 10.03.03
Shri D.N.Desai 6 Attended
Capt. S.Raja Rao 2 Not attended Ceased to be Director w.e.f. 21.01.03
Shri K.C.Reddy 2 N.A. Nominated w.e.f. 21.01.03
Shri G.S. Paramashivaiah 6 Attended

b} Technical Sub-Committee:

The Technical Sub-Committee of the Board comprises
of six members including the Managing Director. The
Chairman of the Committee Sri D.N.Desai and three other
members are engineering professionals having vast ex-
perience in irrigation projects. The TSC oversees all tech-
nical aspects of the irrigation projects entrusted to the
Company. The TSC held nine meetings during the year

¢) Finance and Audit Committee:

The Finance and Audit Committee of the Board which
was reconstituted w.e.f. 04.09.01 comprises of four mem-
bers with Sri B.K.Das, Additional Chief Secretary & Princi-
pal Secretary to Government of Kamataka, Finance De-
partment as its Chairman. This Committee has been ex-
ercising the role and responsibility assigned to the audit
committee as per the provisions of the listing agreement
and section 292A of the Companies Act, 1956, besides
overseeing Annual Budget formulation, Resource mobili-
zation and administrative matters. The Finance & Audit

L ! & E— ‘s

Committee met five times during the year. Sri Chiranjiv
Singh, the previous Chairman of this Committee attended
three meetings, his successor Sri B.K.Das attended two
meetings, Sri S.J.Channbasappa attended three meet-
ings and Sri A.PJoshi attended all the meetings. Sri
S.V.Ranganath who ceased to be a member of the Com-
mittee w.e.l. 28.09.2002 did not attend the three meetings
held during his tenure.

The Finance & Audit Committee has been now bifur-
cated into two separate Committees w.e.f. 03.09.2003.
The Audit Committee has been constituted with Sri
K.KMishra, Addi.Chief Secretary, Government of
Karnataka as the Chairman and Sri B.K.Das , ACS &
Principal Secretary, Finance Department, Sri K.Jairaj,
Principal ~ Secretary to Chief Minister and S.J
Channabasappa, Secretary, Water Resources Depart-
ment as members and the Managing Director and the
Controller, State Accounts Department as Invitees.
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d) Remuneration Committee:

The Directors of the Company are nominated by Gov-
ernment and except sitting fee and the honorarium of
Rs.48,500/- paid to one of the Non-Executive Directors for
professional services rendered with respect to technical
matters of the Company, no other remuneration is being
paid to the non-executive Directors. Hence no remunera-
tion committee is constituted. However, disclosures as re-
quired have been made in the accounts with respect to the
remuneration of the Managing Director who is an officer of
the Indian Administrative Service.

e) Shareholders Committee:

The Company is a wholly owned undertaking of the
Government of Karnataka, which is the lone shareholder
of the Company. The redressal of grievances of bond-
holders of the Company are being effectively dealt with
and there are no major complaints outstanding in this re-
gard. In regard to transfer of bonds etc., the Board have
delegated the power of transfer of bonds to the Company
Secretary who is attending to the bond transfer formalities
once in a fortnight. The Finance Committee is expected to
review the action taken in redressing investors’ griev-
ances if any.

f} General Body Meetings:

The Company’s last three AGMs ie., 2nd 3rd and 4th
were held on 29.12.00, 29.09.01 and 27.09.02 respec-
tively.

g) Disclosures:

There was no related party transactions conflicting with
the interests of the Company. There were no instances of
non-compliance of any matter related to the Capital Mar-
kets during the last three years.

h) Means of Communication:

Since the projects of the Company are still under con-
struction stage, the Company is preparing only Expendi-
ture During Construction Period Statement and not a profit
and loss account. The progress reports of the project are
being published on a quarterly basis in leading news pa-
pers. The Company also maintains a website
www.knnlindia.com in which useful information about the
Company and its projects is provided.

i) Listing of Bonds:

The Series -, II, I, IV & IVA Bond issues of the Com-
pany are listed for trading on the wholesale Debt Segment
of National Stock Exchange. Application for listing of Se-
ries V & VA bond issues made during 2002-03 is being
submitted to NSE.

j) Dematerialisation of Bonds:

The Company has completed the formalities for
dematerialisation of bonds and the bonds of the Company

17)

18)
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have been allotted: ISIN Nos. by the National Securities
Depository Limited, Bondholders of the Company have
been informed to approach any of the Depository Partici-
pants of their ch‘oige for dematerialisation of their bond
Certificates.

k) Bond Transfer System:

Bondholders hQIqing Bond Certificates / Letters of Allot-
ment in physical foim can transfer their holdings by send-
ing the bond cerﬂjfi ates/ letters of allotment along with a
valid, duly executed transfer deed signed by the bond-
holder or on behalf of him/her and the transferee to the
Company or to thl Company's Registrar and Transfer
Agent M/s Kirloskdr Computer Services Ltd. Physical
bond transfers are fegistered and returned within a period
of normally fifteen gdays from the date of receipt, if docu-
ments are correct and valid in all respects.

Conservation of'ﬁwrgv, Technology Absorption:

The Company has ino manufacturing activity and is in-
volved in Irrigation Frojects. Hence, the Company has no
information to furnish under these heads.

Foreign Exchange |Earnings and Outgo:

The Company has no foreign exchange eamings and
there is no foreign exchange outgo, also.

Employees:

The particulars in gursuance of Section 217(2A) of the
Companies Act, 195b read with Companies (Particulars of
Employees) Rules, 1975, as amended, is Nil.

Auditors:

M/s.Rao Associates, Chartered Accountants, Bangalore
were appointed as the Statutory Auditors of the Company
for the year 2002-03{ by the Comptroller and Auditor Gen-
eral of India under gection 619(2) of the Companies Act,
1956. The remuneration of Statutory Auditors has been
fixed at Rs.1.20 lakhs pursuant to Section 224(8) (AA) of
the Companies Act, 1956. The Statutory Auditors for the
year 2003-04 are yet to be appointed.

Replies to observations in Auditors’ Report:

The qualifications / remarks of the Statutory Auditors in
their report on the accounts for the year 2002-03 have
been replied in the respective notes forming part of ac-
sounts referred to byithe Auditors in their report which are
self explanatory.

The Report of Comptroller and Auditor General of
india:

The Report of Comptroller and Auditor General of India u/s
619(4) of the Companies Act, 1956, on the accounts of the
Company for the year 2002-03 is appended as a part of
this Report. |
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BOARD OF DIRECTORS :

23) The following changes in the Constitution of the Board has
taken place between the last AGM and the date of this re-
pont.

(i) Sri Chiranjiv Singh was inducted on the Board w.e.f.
28.09.02 in place of Sri S.V.Ranganath. .

(i) Sri B.K.Das was inducted on the Board w.e.f-
26.10.2002 in place of Sri Chiranjiv Singh who continued

_ as a Director in his capacity as Principal Secretary to Chief
Minister.

(iii) Consequent to retirement from the Government Ser-
vice Dr. A. Ravindra, Chief Secretary, ceased to be a Di-
rector on the Board w.e.f. 09.01.2003 and Sri B.S.Pati,
Chief Secretary, was inducted on the Board welf.
09.01.2003 in place of Dr. A. Ravindra.

(iv) Sri M.B.Prakash, Additional Chief Secretary was ap-
pointed as Chairman of the Board w.e.f. 31.12.2002 in
place of Sri S.M.Krishna, Hon'ble Chief Minister.

(v) Sri K.C.Reddy, was inducted on the Board w.e.f.
21.01.2003 in place of Capt. S.Raja Rao.

(vi) Dr. S.Subramanya was appointed as Managing Di-
rector in place of Sri A.P.Joshi w.e.f. 10.03.2003

(vii} Sri S.M.Krishna, Hon’ble Chief Minister was ap-
pointed as the Chairman in place of Sri M.B.Prakash who
ceased to be Director and Chairman w.e.f. 08.04.2003
consequent to retirement from Government Service.

(viii) Sri J.P.Sharma, Addl. Chiet Secretary was inducted
on the Board w.e.f. 08.04.03 in place of Sri M.B.Prakash.

(ix) Sri K.Jairaj, Principal Secretary to Chief Minister has

been inducted on the Board in place of Sri Chiranjiv Singh
w.e.f. 26.5.03.

{x) Sri K.K.Misra, Addl. Chief Secretary was inducted on
the Board w.e.f. 31.07.2003 in place of Sri J.P.Sharma
consequent to his retirement from Government Service.

Place : Bangalore
Date : 23.09.2003

24)

25)

Your Directors placed on record the valuable services ren-
dered by Sriyuths S.V.Ranganath, Dr. A.Ravindra, Capt.
S.Raja Rao, A.P. Joshi, M.B.Prakash, Chiranjiv Singh and
J.P.Sharma during their tenure as Directors.

Directors’ Responsibility Statement:

Pursuant to Section 217(2AA) of the Companies Act, 1956,
the Board of Directors report that :

+in the preparation of the annual accounts, the applicable
accounting standards have been followed along with
proper explanation relating to material departures.

*Your Directors have selected such accounting policies
and applied them consistently and made judgements and
estimates that are reasonable and prudent so as to give a
true and fair view of the state of affairs of the Company at
the end of the financial year and of the exgenditure during
construction of the Company for that period.

*Your Directors have taken proper and sufficient care for
the maintenance of adequate accounting records in accor-
dance with the provisions of the Act for safeguarding the
assets of the Company and for preventing and detecting
fraud and other irregularities.

*Your Directors have prepared the annual accounts on a
going concern basis.

Acknowledgement:

Your Directors wish to place on record the contribution and
sincere efforts made by the officers and staff at all levels in
speedy execution of the projects. The Directors also wish
to thank the Government of India, Government of
Karnataka, various Banks and Financial Institutions for
their continued co-operation and support. Your Directors
place on record their gratitude to the Company’s bond-
holders who have shown overwhelming response to the
bonds issued by your Company.

For and on behalf of the Board

S.M. KRISHNA
CHAIRMAN
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CERTIFICATE

TO THE MEMBERS OF KARNATAKA NEERAVARI NIGAM LTD.

We have examined the compliance of conditions of Cor-
porate Governance by Karnataka Neeravari Nigam Ltd.,
for the year ended on 31 March 2003 as stipulated in
clause 34 of the Listing Agreement of the said Company
with National Stock Exchange.

The compliance of conditions of corporate governance is
the responsibility of the management. Our examination was
limited to procedures and implementation thereof, adopted
by the company for ensuring the compliance of the condi-
tions of the Corporate Governance. It is neither an audit
nor an expression of opinion on the financial statements of
the Company.

In our opinion and to the best of our information and ac-
cording to the explanations given to us, subject to our com-
ménts in para (4), (5) & (6) hereunder, we certify that the
company has complied within all material respects the con-
ditions of Corporate Governance as stipulated in the above
mentioned Listing Agreement.

The Finance and Audit Committee constituted by the com-
pany has four members with three non - executive direc-
tors and the Managing Director, though as per para 11 A.1
of clause 34 of the Agreement, all the members of the Au-
dit Committee should be non — executive directors. The
draft annual financial statement for the year ended
31.03.2003 was approved by the said Committee on 10"
July 2003 and reported on by the statutory auditors on

16.08.2003 . The accounts has been revised in the light of
observations by the office of the Comptroller and Auditor
General of India, which have been approved by the Board
on 23" September 2003. The committee has not approved
the revised accounts.

The information about the membership and / or chairman-
ship of committees in other companies taken up by the
directors of the company have not been received / obtained
by the company and hence we are unable to ascertain
whether the condition contained in Para IVB of clause 34 of
the Agreement, stipulating that a director shall not be mem-
ber in more than ten committees or act as Chairman of
more than five committees across all companies in which
he is a director, have been complied with or not.

As required by the Guidance Note issued by the Institute of
Chartered Accountants of India, we have to state that though
the company has no Investors Grievance Committee (in
respect of bonds listed with the Exchange), as per the infor-
mation furnished by the Company Secretary’s Department
and confirmed by the Register and Bond Transfer Agent
(RTA) no investor grievance(s) were pending for a period
exceeding one month against the company.

We further state that such compliance is neither an assur-
ance as to the future viability of the company nor the effi-
ciency or effectiveness with which the management has
conducted the affairs of the company.

For RAO ASSOCIATES

CHARTERED ACCOUNTANTS
Place : Bangalore G. SUDHINDRA
Date : 26.09.2003 PARTNER
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AUDITORS’ REPORT TO THE MEMBERS OF KARNATAKA
NEERAVARI NIGAM LIMITED

We have audited the attached Balance Sheet of Karnataka
Neeravari Nigam Limited as at 31*March 2003, together with the
Statement of Expenditure During Construction and the statement
of cash flow for the year ended on that date annexed thereto and
issue this report in supersession of gur earlier report dated 16"
August 2003 on the accounts revised in the light of observations
made by the Office of the Comptroller and Auditor General of In-
dia as indicated in Note No.21, of Schedule O. These financial
staternents are the responsibility of the Company's management.
Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing stan-
dards generally accepted in India. Those Standards require that
we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial state-
ments. An audit also includes assessing the accounting prin-
ciples used and significant estimates made by management, as
well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our
opinion,

We report as follows:

1. As requires by the Manufacturing and Other Companies
(Auditors Report) Order 1988 issued by the Company Law
Board in terms of Sec. 227 (4A) of the Companies Act,
1956, we annex hereto a statement on the matters speci-
fied in Para 4 and 5 of the said order.

2. No provision has been made for liability towards mu-
nicipal taxes (amount unascertained), interest ac-
crued but not due on bonds Rs.14.43 Crores and
compensatory afforestation Rs. 8.32 Crores (to the
extent ascertained) resulting in overstatement of net
current assets and understatement of expenditure
during construction by a like amount.

Impact on accounts is not ascertainable in respect of
the following items referred to in schedule O (Notes
on Accounts):

a) Note No.4 regarding consequential effect on
physical verification, reconciliation and review for
provision / write off in respect of assets and liabili-
ties transferred by the Government of Karnataka.

b) Note No. 7.2 and 7.3 relating to immovable prop-

erty and Note No.7.5 relating to vehicles incorpo-
rated in the books of account.

¢) Note No. 7.7 regarding recovery and disclosure of
Rs. 21.85 Crores from contractors.

d) Note No. 9.1 and 9.3 regarding recoverability of
certain dues and 9.2 regarding non-accounting of
revenue (amount unascertained) for reasons indi-
cated therein.

e) Note No.12.3 to 12.6 relating to reconciliation of
items referred to therein and No.19 regarding confir-
mation of balances and the consequential adjust-
ments there-upon.

Further to our comments in the annexure referred to in
paragraph 1 above and subject to our observations
detailed in Para 2 and 3 above,

a) We have obtained all the information and explanations,
which to the best of our knowledge and belief were neces-
sary for the purpose of our audit.

b) Proper books of accounts as required by law have been
kept by the Company so far as it appears from our exami-
nation of these books and proper returns adequate for the
purpose of audit have been received from branches not
visited by us.

¢) The Balance Sheet and the Statement of Expenditure
during construction dealt with by this report are in agree-
ment with the Books of Accounts maintained by the Com-
pany.

d) In our opinion, the Statement of Expenditure during con-
struction and the Balance Sheet comply with the Account-
ing Standards referred to in Sub-section (3C) of Section
211 of the Companies Act, 1956 except :

i} Accounting Standard 9 (Revenue Recognition) re-
garding non-reversal of penalty accounted as in-
come resulting in overstatement of income, current
assets and understatement of Expenditure during
construction by Rs.30.96 Crores.

ii)Accounting Standard 10 regarding non-disclosure
of assets held for disposal and old items separately.
In the absence of necessary information, the impact
is not quantifiable.

e) We further report that, without considering the im-
pact of items mentioned in Paragraph 3 the effect of
which is not presently ascertainable, had the obser-
vations made by us in Paragraphs 2 and 4(d) (i)
above been considered:

(i) Net Current Assets would have been Rs.279.91
Crores (as against the reported figure of Rs.333.62
Crores)

(i) Expenditure During Construction pending
capitalisation would have been Rs.452.95 Crores (as
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against the reported figure of Rs.399.24 Crores).:

(f) Being a Government company, the company is exempt
from the provisions of Sec 274 (1) (g) of the Companies
Act, 1956 relating to Directors.

(g) In our opinion and to the best of our information and
according to the explanations furnished to us the said Ac-
counts read with the Significant Accounting Policies of the
Company and the Notes appearing in Schedule O give the
information as requires by the Companies Act 1956 in the

Place : Bangalore
Date : 23.09.2003

manner so required, and give a teae @nd fair view :

a) in the case of Balance Sheet, the State of Affairs of the
Company as at 315 March 2003 ‘

b) in the case of Statement of Expenditure during construc-
tion prepared in lieu of Profit and Loss Account of the net
expenditure for the year ended on that date.

¢) In the case of cash flow statement, of the cash flows for
the years ended on that date.

For RAQ ASSOCIATES
CHARTERED ACCOUNTANTS

G. SUDHINDRA
PARTNER
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ANNEXURE REFERRED T0O IN PARAGRAPH 1 OF AUDITORS’
REPORT ON THE ACCOUNTS OF KARNATAKA NEERAVARI NIGAM
LiMITED FOR THE YEAR ENDED 315T MAARCH 2003.

FIXED ASSETS: @

The company is in the process of preparing proper
records showing full particdlars including quantita-
tive details and situation of Fixed Assets. According
to the information provided by the management the fixed
assets have been verified annually at the end of the year.
However, reconciliation with book records is yet to
be completed. Hence the question of reporting on discrep-
ancies and adjustment thereof in'the books of accounts does
not arise.

None of the Fixed Assets havel been re-valued during the
year.

INVENTORIES:

As informed to us, the Compahy has conducted physical
verification of stores and spares, tools and plants and re-
leased articles (other than materials at site) at half yearly
intervals in accordance with the norms prescribed in Public
Works Department (PWD) Code: In our opinion, these
norms require to be properly'documented by the com-
pany.

The procedure of physical verification of stocks followed by
the Company in respect of stares and spares, plant and
tools and released articles appears to be reasonable and
adequate in relation to the size of the Company and the
nature of its business.

The discrepancies noticed on: verification of stores and
spares between physical stocks and book records were not
significant and are properly dealt with in the books of ac-
counts of the Company.

On the basis of our examinationt of the stock records we are
of the opinion that the valuation of stocks is fair and proper
and is in accordance with the normally accepted account-
ing principles and is also on the same basis as in the pre-
ceding year.

Based on the information and eéxplanations furnished to us
by the management, the Comipany has a regular proce-
dure (as provided in PWD Cade, which requires proper
documentation) for determination of unserviceable or dam-
aged stores and spares, tools and plants as also released
articles. Adequate provision hag been made in the accounts
in respect of stores and spares.

As informed to us the activities of the company does not
generate any scrap or by products. Attention is invited to
Note No.8.2 regarding accounting of hard rock extracted

(€)
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during excavation.
LOANS AND ADVANCES:

The Company has not taken any loans, secured or unse-
cured, from any party listed in the register maintained U/s
301 of the Companies Act 1956. The company has taken
loan from a company under the same management, how-
ever the question of prejudicial interest does not arise as
the same is with another Government Company.

The Company has not granted loans or advances in the
nature of loans to parties listed in the register maintained
U/s 301 of the Companies Act, 1956 or to companies un-
der the same management as defined in Section 370 (1B)
of the Companies Act, 1956.

The Company has not granted any loans or advances in
the nature of loans except interest free staff advances and
mobilisation advances to contractors, who are generally re-
paying the principal and interest as stipulated.

INTERNAL CONTROLS :

In our opinion and according to the information and expla-
nations furnished to us, there are adequate internal control
procedures commensurate with the size of the Company
and the nature of its business for the purchase of Stores,
Components, Plant and Machinery, Equipment and other
assets. The company is yet to establish necessary sys-
tems for recovery of water rates.

In our opinion, the Company has a separate Internal Audit
System commensurate with the size of the company and
nature of its business.

RELATED PARTIES :

There are no transactions of purchase/Sale of Goods/Ser-
vices made in pursuance of contracts or arrangements re-
corded in the register maintained U/s 301 of the Compa-
nies Act 1956 aggregating to Rs. 50,000/~ or more during
the year.

STATUTORY MATTERS :

The Company has not accepted any deposits during the
year attracting the provisions of Sec 58A of the Companies
Act 1956.

As informed to us the provisions of Employees State Insur-
ance are not applicable to the company. According to the
records, provident fund dues relating to officers on deputa-
tion have been generally remitted regularly during the year

Except Sales tax (amount not available), no undisputed
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18.

amount in respect of Excise Duty, Customs Duty, Income
tax and Wealth tax, were outstanding for a period of more
than six months from the date they became due as at the
end of the year.

The company is not a sick industrial company within the
meaning of Section 3(1)(0) of Sick Industrial Companies
(Special Provisions) Act 1985.

As explained to us, the Government has not prescribed
maintenance of cost records under Section 209 (1) (d) of
the Companies Act, 1956 for any of the activities of the Com-
pany.

Place : Bangalore
Date : 23.09.2003

(G)
20.

21.

OTHER MATTERS :

Based on the explanations given fo us no personal ex-
penses, other than those covered by Service/Contract /
terms of appointment of the employees and those borne
by the Company in accordance with the accepted business
practices, have been charged to the Statement of Expen-
diture During Construction.

In respect of service activities (supply of water), according
to the information and explanations furnished to us, the
particulars of clauses B(ii) to (iv) are not applicable to the
company.

For RAO; ASSOCIATES
CHARTERED ACCOUNTANTS

G. SUDHINDRA
PARTNER
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA
UNDER SECTION 619 (4) OF THE COMPANIES ACT, 1956 ON THE
ACCOUNTS OF KARNATAKA NEERAVARI NIGAM LIMITED,
BANGALORE, FOR THE YEAR ENDED 3157 MARCH 2003.

“In view of the revisions made in the accounts as a result of the observations made by the Comptroller and
Auditor General of India as indicated in Para..... of the Auditors’ Report to the Shareholders and Note No. 21 of notes
forming part of accounts, there are no further comments to offer upon or supplement to the Auditor’s Report under
section 619(4) of the Companies Act, 1956 on the accounts of KARNATAKA NEERAVARI NIGAM LIMITED,

Bangalore for the year ended 315 March 2003.

-Sd/-
(SUDHA KRISHNAN)
Place : Bangalore ACCOUNTANT GENERAL (AUDIT) - |
Date : 23.09.2003 KARNATAKA, BANGALORE.
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BALANCE SHEET AS AT 31.03.03 (Rs. in lakhs)
SUB 20 |
PARTICULARS SCH ~ AS AT 31.03.2003 AS AT 31.03.2002
REF
A SOURCES OF FUNDS
| SHARE HOLDER FUND -
a. Share Capital A 128,573.16 110,082.93
b. Advance Against Equity 17,223.56 145,796.72 10,421.91 120.504.84
Il LOAN FUNDS
a. Secured Loans B . 107,209.29 85,095.00
TOTAL - 253,006.01 205,599.84
B. APPLICATION OF FUNDS
|. FIXED ASSETS s
a. Gross Block C-1 5,628.50 9,198.31
b. Depreciation ~ 580.84 405.90
c.NetBlock - o 9,047.66 8,792.41
d. Capital Work in Progress C-2 - 155,146.72 133,589.24
Il INVESTMENTS D 14,845.74 20,333.10
Nl CURRENT ASSETS, LOANS
AND ADVANCES "
a. Inventories E 259.46 615.89 ~r
b. Sundry Debtors F 1,760.86 46.42
c. Cash and Bank Balances G 27,753.13 12,877.50
d. Loans and Advances H ~13,685.91 10,679.54
e. Other Cument Assets | 532.16 473.71
Sub - total 43,992.12 24,693.06
LESS : CURRENT LIABILITIES
AND PROVISIONS
a. Current liabilities J 10,628.17 5,360.98
b. Provisions K 2.00 200
Sub - total 10,630.17 5,362.98
NET CURRENT ASSETS 33,361.95 19.330.08
IV. MISCELLANEOUS
EXPENDITURE (To the extent
not written off or adjusted)
a. Preliminary Expenses L 68017 680.17
b. Expenditure During Construction
Period (Pending Capitalisation) M 39,923.77 40,603.94 22,874.84 93.555.01
TOTAL 253,006.01 205,599.84
ACCOUNTING POLICIES N
NOTES ON ACCOUTNS 0

[SCHEUDLES : A TO O ANNEXED FORM AN INTEGRAL PART OF THIS BALANCE SHEET TO BE READ, IN CONJUCTION THEREWITH]

N. RAVINDRAN G.S.PRAKASH D.N. DESAI DR. S. SUBRAMANYA
GENERAL MANAGER - FINANCE COMPANY SECRETARY DIRECTOR MANAGING DIRECTOR
PLACE : BANGALORE SUBJECT TO OUR REPORT OF EVEN DATE
DATE : 23.09.03 FOR RAO ASSOCIATES
CHARTERED ACCOUNTANTS
PLACE : BANGALORE G. SUDHINDRA
DATE : 23.09.03 PARTNER
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SCHEDULE - A: SHARE CAPITAL

(Rs. in lakhs)
PARTICULARS AS AT 31.03.03 AS AT 31.03.02

A AUTHORISED CAPITAL ~300,000.00 300,000.00

3,00,00,000 Equity Shares of Rs.1000/- Each :
B ISSUED , SUBSCRIBED AND PAID UP

12,857,316 (Previous Year-1,10,08,293)

Equity Shares of Rs.1000/- each fully paid up 128,573.16 110,082.93

TOTAL 128,573.16 110,082.93

Note:

1. All'the above shares are held by the Governor of Karnataka and the nominees, on behalf of the Government

of Karnataka.

Out of the above 86,79,873 Equity Shares (Previous Year - 86,79,873) of Rs.1000/- each have been issued as

fully paid up, without payment having been received in cash, in consideration for net value of assets of Ghataprabha,
Malaprabha and Tunga Projects transferred to the Company by the Government of Karnataka.
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SCHEDULE - B: SECURED LOANS

(Rs. in lakhs)

PARTICULARS

AS AT 31.03.03 AS AT 31.08.02

A BONDS

1. SERIES - | (Regular)

11,976 - (Previous year - 11,976) 13.25% Secured,
Non- Convertible, Redeemable bonds of Rs.1,00,000.00
each.Redeemable atparin two equalinstallments at

the endof 6%and 7* year from the date of allotment

15% June 1999 (i.e. on 15" June 2005 and

15" June 2006) with a put and call option at the end of

4 years and 11 months from the date of allotment

i.e. 15" May 2004.

2. SERIES - | (Reset)

5,613 - (Previous year - 5,613) 13.00% Secured,
Non- Convertible, Redeemable bonds of

Rs. 1,00,000.00 each.Redeemable atparon

31 March 2004, with a put and call option on
31s'March 2003.

3.SERIES - ll(Regular)

20,988 - (Previous year - 20,988) 12.75%
Secured, Non- Convertible, Redeemable
bonds of Rs.1,00,000.00 each. Redeemable at
parin two equal installments at the end

of 6" and 7" yearfrom the date of allotment
14" February 2000 (i.e. on 14" February 2006
and 14" February 2007) with a putand call
option atthe end of 5 years from the date of
allotmenti.e. 14™ February 2005

4.SERIES - Il (Reset)

455 (Previous year - 455) - 12.40% Secured,
Non- Convertible, Redeemable bonds of

Rs. 1,00,000.00 each. Redeemable at par on
1% March 2005, with a putand calf option
atthe end of 3years from the date of allotment
i.e. 1% March 2003.

5.SERIES - lll(Regular)

18,565 - (Previous year - 18,565) 13.00%
Secured, Non- Convertible, Redeemable bonds
of Rs.1,00,000.00 each. Redeemable at par

in two equal installments at the end of 6*and 7
year from the date of allotment 31%October 2000
(i.e.on 31 October 2006 and 31%October 2007)
with a put and cafl option at the end of 5 years from
the date of allotment i.e. 31 October 2005.

TOTAL - c/f

11,976.00 11.976.00

5,613.00 5,613.00

20,988.00 20,988.00

455.00 455,00

18,565.00 18,565.00

57,597.00 57,597.00
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SCHEDULE - B: SECURED LOANS

(Rs. in lakhs)

PARTICULARS ~AS AT 31.03.08

AS AT 31.03.02

TOTAL - bif 57,597.00
6. SERIES - IV (Regular)

18,618 - (Previous year - 18,618) 11.75%
Secured, Non-Convertible, Redeemable bonds

of Rs. 1,00,000.00 each.Redeemable at parin

two equalinstallments atthe end of 6*and

7" year from the date of allotment 1% January 2002
(i.e. on 1% January 2008 and 1*January 2009) with
aputand calt option at the end of 5 years from the
date of allotmenti.e. 1% January 2007 .

7. SERIES - IVA (Reguar) o
8,880 - (Previous year - 8880) 11.40% Secured, '
Non-Converiible, Redeémable bonds of

Rs. 1,00,000.00 each. Redeemabie at par in two equal
installments at the end of 6" and 7" year from the
deemed date of allotment 31%March 2002 (i.e. on 31
March 2008 and 31% March 2009) with a put and call
option atthe end of 5years from the deemed date of
allotmenti.e. 31%March|2007 .

8. SERIES -V (Regular)

17,420 - (Previous year - Nil) 10.66% Secured,

Non- Convertible, Redeémable bonds of Rs. 1,00,000.00
each.Redeemable atpar in two equal installments

atthe end of 6" and 7" year from the date of allotment

19 Feb 2003 (i.e. on 1 Feb 2009 and 1#Feb 2010)

with a putand call option atthe end of 5 years from the
date of allotmenti.e. 1% Feb 2008.

18,618.00

8,680.00

17,420.00

9. SERIES - VA (Regular)
4,690- (Previous year - Nil) 9.70% Secured,
Non - Convertible, Redeemable bonds of Rs.
1,00,000.00 each. Redegmable at parin two equal
instaliments atthe end of 6™and 7" year from the
deemed date of allotment 31*March 2003 (i.e.on 31
March 2009 and 31 March 2010) with a put and call
option at the end of 5years from the deemed date of
allotmenti.e. 31%March 2008.
4,690.00

| 1 a—— 107,205.00

B.INTEREST ACCURED AND DUE ON BONDS : 429

57,597.00

18,618.00

8,880.00

Ni

Ni
85,095.00
Ni

TOTAL 107,209.29

85,095.00
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SCHEDULE : € - 2: CAPITAL WORK-IN-PROGRESS

(Rs. in lakhs)
AS AT 01.04.02 ABDERONS AD:L':'iniﬁﬁl{] AS AT 31.03.03
", A DURING THE CAPITAL o

PARTICULARS YEAR DURING THE YEAR
1. BUILDING AND COLONIES 892.08 37217 410.05 854.20
2. DAM & SUBMERGENCE 29,824.07 5,045.97 - : 34,870.04
3. LIFT IRRIGATION SCHEMES 704.11 140.30 - 844.41
4. CANALS & BRANCHES 42,861.52 9,811.17 : 52,672.69
5 DISTRIBUTORIES & LATERALS 22,137.23 4,608.30 -  26,745.53
6. ROADS, BRIDGES & CULVERTS 1,347.25 563.03 12.84 1,807.44
7. TANKS & BARRAGES 322.12 232.01 3 554.13
8. IRRIGATION STRUCTURES 6,730.75 - : 6,730.75
9. REH'TATION & RESETTLEMENT 851.42 590.80 = 1,442.22
10. ELECTRICALS & ELE. FITTINGS 28.91 3.47 3.85 28.53
11. OTHER ASSET\$ 27,889.78 617.00 = 28,506.78
TOTAL 133,589.24 21,984.22 426.74 . 155,146.72
PREVIOUS YEAR 105,112.37 28,483.08 6.21  133,589.24
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SCHEDULE - D: INVESTMENTS

(Rs. in lakhs)

PARTICULARS

AS AT 31.03.03

AS AT 31.03.02

SHORTERM/UNQUOTED/NON-TRADE

A. Investments in Mutual Funds
1. PRUDENTIAL ICICI INCOME PLAN - GROWTH Nil 1,700.00
2. TEMPLETON INDIA INCOME FUND - GROWTH Nil 410.74
3. SBI MAGNUM INCOME FUND - GROWTH 1,927.49 1,800.00
4, ALLIANCE INCOME FUND - GROWTH 262.53 1,400.00
5. ZURICH INDIA HIGH INTEREST FUND - REGULAR GROWTH 799.93 2,292.69
6. K BOND WHOLESALE GROWTH 1,950.00 2,340.00
7. IL&FS BOND FUND GROWTH 325.00 Nil
8. STANDARD CHARTERED GRINDLAYS 500.00 Nil
9. CHOLA TRIPLE ACE - CUMULATIVE PLAN 1,275.00 750.00
10. TEMPLETON INDIA INCOME BUILDER - GROWTH Nil 1,702.48
(FORMERLY PIONEER ITI INCOME BUILDER - GROWTH) Nil Nil
11.  SUN F&C MONEY VALUE FUND, BOND - GROWTH 325.00 Nil
12. JM INCOME FUND - GROWTH PLAN 2,750.69 1,850.00
13. HDFC INCOME FUND - GROWTH 365.00 2,037.19
14. ING INCOME PORTFOLIO - GROWTH OPTION 4,200.09 3,400.00
15, SUNDARAM BOND SAVER - APPRECIATION Nil 400.00
16. IDBI INCOME FUND - GROWTH PLAN 145.01 Nil
17. RELIANCE INCOME FUND - GROWTH PLAN Nil 250.00
SUB-TOTAL (A) 14,825.74 20,333.10
B. Other Investments
1. Investment in GTP WUC Federation 10.00 Ni
(20 Shares of Rs.50,000 each, fully paid)
2. Investment in MLP WUC Federation 10.00 il
(20 Shares of Rs.50,000 each, fully paid)
SUB-TOTAL (B) 20.00 il
TOTAL (A+B) 14,845.74 20,333.10
Aggregate Repurchase Value of investments in Mutual Funds 15,687.48 20,992.54

Note : Particulars of opening balance, purchase & sales of Mutual Fund Investments - as per Annexure
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SCHEDULE - E: INVENTORIES

(Rs. in lakhs)
PARTICULARS AS AT 31.03.03 AS AT 31.03.02
1. Stores & Spares ~ 309.32 363.06
Less: Provision for obsolesence/shortages 49.86 Nil
259.46 363.06
2. Tools & Plants 243.53 248,21
Less: Provision for obsolesence 243.53 Nil
m— Nil 248.21
3. Released Articles 412 462
Less: Provision for obsolesence 4.12 o
Nil -1 4.62
TOTAL 259.46 615.89
SCHEDULE - F: SUNDRY DEBTORS (UNSECURED, CONSIDERED GOQD) (Rs. in lakhs)
PARTICULARS AS AT 31.03.03 AS Rﬂ' 31.03.02
Over six month old 1,338.26 45.89
Others 422.60 0.53
SUB TOTAL | e 1,760.86 46.42
TOTAL 1,760.86 46.42
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SCHEDULE - G: CASH AND BANK BALANCES

(Rs. in lakhs)

PARTICULARS

AS AT 31.03.2003

AS AT 31.03.2002

A. Cash on hand 0.73 0.04
B. Cheques/DDs on hand 3,236.03 1.53
C. Remittances in Transit 612.96 Nil
D. Cash at Bank with Scheduled Banks
1. In Savings Bank Accounts 201 19.98
2. In Current Accounts 914.66 1,369.33
3. In Escrow/Designated Accounts 366.44 536.62
4. In Deposit Accounts i
n Deposit Ac 13,765.00 f5l050.01 8,100.00 10,025.93
2,850.00
E. Deposit with Dist. Treasury 8,845.00
TOTAL 27,753.73 12,877.50
SCHEDULE - H: LOANS & ADVANCES (UNSECURED, CONSIDERED GOOD) (Rs. in lakhs)
suB
PARTICULARS SCH AS AT 31.03.2003 AS AT 31.03.2002
REF
Advances recoverable in cash
or in kind or for value fo be received:
1. Due from Government H-1 12,947.85 9,958.41
2. Mobilisation advance paid to
Contractor
- Backed by Bank guarantees Nil 256.65
- Backed by Indemnity Bond 104.46 Nl
3. Contractors - Receivables 309.78 326.01
4. Advances to Suppliers/Services 157.36 33.38
5. Advances - Sale of Scrap 3.73 Nil
6. Advances to Staff 43.19 43.62
7. Deposits with Government Agencies 107.00 48.96
8. Rent Advance 11.25 11.25
9.

Deposits with Other Agencies

1.29 13,685.91

126  10,679.54

TOTAL

13,685.91

10,679.54
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SUB-SCHEDULE - H-1: DUE FROM GOVERNMENT / GOVT. AGENCIES

(Rs. in lakhs)
PARTICULARS AS AT 31.03.2003 AS AT 31.63.2002

1. Due from Gowt. - (Other Adjustments) ' 82.33 . 205.51
2. Due from-Gowt. - (Water Rates) 4,246.90 ‘4,969.82
3. Advance/Dues Receivable from

Gowvt./Govt. Agencies 583.42 9.64
4. Balances With Special Land

Acquisition Officers 8,035.20 4,773.44

TOTAL - 1294785 19/858.41

SCHEDULE - I: OTHER CURRENT ASSETS (UNSECURED, CONSIDERED GOOD)

(Rs. in lakhs)
PARTICULARS .. AS AT 31.03.2003 AS AT-31.03.2002
1. Interest accrued on mobilisation
advance paid to Contractor 6.13 3.37
2. Interest Receivable on Water
Rates due 152.12 Nil
3. Interest accrued but not due -
Term Deposits 121.91 81.01
4. Tax deducted at Source
on Term Deposits & Mutual Fund
Investments 222.79 387.20
5. Due from Karnataka Power
Corporation 2.70 2.02
6. Due from Krishna Bhagya Jala
Nigam Ltd. 22.44 Nil
7. Rent Receivable 4,07 0.11
i H3xile B & 473,71
TOTAL 532.16 473.71
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SCHEDULE - J: CURRENT LIABILITIES

(Rs. in lakhs)
SuB
PARTICULARS SCH AS AT 31.03.2003 AS AT 31.03.2002
REF '
A Sundry Creditors -
1. For Supplies i 61.57 5.67
2. For Contractors’ Paymenis 4,120.69 1,027.99
3. For Expenses 1,037.78 244 54
4, Others ‘ J-1 - 4113 5,261.17 57.88 1.336.08
B. Trade Deposits & Advances 1,878.22 1,863.04
C. Interest Accrued but not due
on Bonds ; - 3,122.39 1,911.32
D. Other Liabilities
1. Tax Deducted at Source 364.37 245.10
2. Provident Fund ‘Contribution 174 5.27
3. Amount due to Employees _ 028 5528 .17 250.54
TOTAL i 10,628.17 5,360.98
SUB - SCHEDULE - J-1: SUNDRY CREDITORS - OTHERS (Rs. in lakhs)
PARTICULARS AS AT 31.03.2003 AS AT 31.03.2002
A. STATUTORY LIABILITIES :
1. Royalty Recovered Payable 7.82 3.84
2. Sales Tax Recavered Payable 8.65 34.88
16.47 38.72
B. OTHER LIABILITIES :
1. Leave Salary Contribution 2.87 Nil
2. Advance - Deposit Contribution Works 2.24 4.36
3. Employee Recoveries 2.46 6.90
4. Gratuity Contribution 0.86 Nil
5. Application Moriey Due 1.00 Nil
6. NSC - Contractors 1.4 0.04
7. Stale Cheques 3.1 2.52
8. Contractor's Benevolent Fund ! 0.25 0.27
9. Advance/Deposit - Water Rates . 10.46 5.07
TOTAL 41.13 57.88
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SCHEDULE - K: PROVISIONS

(Rs. in lakhs)
PARTICULARS AS AT 31.03.2003 AS AT 31.03.2002

Provision for Taxation
- Wealth Tax (Net of Payment)

2.00 2.00
TOTAL 2.00 2.00
SCHEDULE - L: PRELIMINARY EXPENSES
 (Rs. in lakhs)
PARTICULARS AS AT 31.03.2003 AS AT $1.63.2002

Preliminary Expenses

As per Last Balance Sheet 680.17 680.17

TOTAL

680.17 680.17
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SCHEDULE - M: EXPENDITURE DURING CONSTRUCTION PERIOD (PENDING CAPITALISATION)

(Rs. in lakhs)

SUB.SCH.

PARTICULARS REF CURRENT YEAR PREVIOUS YEAR

A. EXPENDITURE
1. Employee Remuneration & Benefits M-1 4,008.28 4194.53
2. Assets Maintenance M-2 2,232.67 1,806.50
3. Administrative and General Expenses M-3 4,156.24 1,426.37
4. Director's Remuneration & Benefits 7.45 4.99
5. Interest 9,998.12 7,903.29
6. Loss on Sale of Assets Nil 0.27
7. Depreciation 178.94 158.40
8. Provision for obsolete Stores 297.51 Nil
9.  Wealth Tax 0.25 4.42
Total Expenditure (A) 20,879.46 15,498.77
B. LESS :: INCOME EARNED
1. Water Charges 993.71 1,606.77
2. Rent Collected 43.65 36.03
3. Application and Enroliment Fee 3.98 36.33
4. Hire Charges 5.04 14.15
5. Interest Earned

[TDS : Rs.14.86 lakhs] (Previous year - Rs. 105.40 lakhs) 525.83 540.45
6. Interest Eamed on Mobilisation Advance 6.13 32.03
7. Income from Mutual Funds 1,889.32 3,764.58
8. Sale of Tender Books 257.83 337.28
9. Hard Rock Recovery / Cost of Rubbles Supplied 47.79 48.63
10. Profit on Sale of Assets 13.04 Nil
11. Penalties 21.58 22.44
12. Other Income 22.63 2.33
Total Income (B ) . 3,830.53 6,441.02
C. EXPENDITURE FOR THE YEAR(A-B) 17,048.93 9,057.75
D. ADD: OPENING BALANCE 22,874.84 13,817.09
E. TOTAL EXPENDITURE AS AT 31.03.03 ( C+D ) 39,923.77 22,874.84

N. RAVINDRAN G.S. PRAKASH D.N. DESAI DR. S. SUBRAMANYA
GENERAL MANAGER - FINANCE COMPANY SECRETARY DIRECTOR MANAGING DIRECTOR

PLACE: BANGALORE

DATE

: 23.09.03

PLACE : BANGALORE

DATE

1 23.09.03

SUBJECT TO OUR REPORT OF EVEN DATE
FOR RAQ ASSOCIATES
CHARTERED ACCOUNTANTS

G. SUDHINDRA
PARTNER
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SUB - SCHEDULE : M -1 EMPLOYEE REMUNERATION & BENEFITS

(Rs. in lakhs)
PARTICULARS CURRENT YEAR PREVIOUS YEAR
1. Salary 3,948.48 3,905.05
2. Leave Salary Contribution/Leave Encashment 27.64 268.63
3. Uniform Expenses 6.45 6.35
4. Medical Reimbursement 14.11 7.16
5. Home Travel Concession 0.12 0.10
6. Staff Welfare Expenses 4.80 - 2.84
7. Contribution to Provident Fund & Other Funds 5.64 4.21
8. Gratuity/Gratuity Contribution 1.04 0.19
TOTAL 4,008.28 4,194.53
SUB - SCHEDULE : M -2 ASSETS MAINTENANCE
(Rs. in lakhs)
PARTICULARS CURRENT YEAR PREVIOUS YEAR

EXPENDITURE ON MAINTENANCE OF ASSETS -
1. Buildings & Colonies 153.03 179.57
2. Electricals 0.03 8.54
3. Canals & Distributories 1,367.10 | 1,039.08
4. Machinery & Equipments 4.81 | 3.41
5. Office Equipments 11.99 6.94
6. Roads 341.31 220.64
7. Vehicles 175.11 | 197.12
8. Lift Irrigation 134.05 | 113.04
9. Barrages 30.99 e 27 16
10. Dam & Reservior 7.88 | 9.85
11. Other Assets 0.01 1.15
12. Repairs & Maintenance - Previous years 6.36 Nil

(Arising out of Stock Reconciliation)

Refer Note 8.1 Schedule O

TOTAL 2,232.67 | 1,808.50
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SUB - SCHEDULE: M -3 ADMINISTRATIVE AND OTHER GENERAL EXPENSES

(Rs. in lakhs)

PARTICULARS CURRENT YEAR PREVIOUS YEAR
1. Rent 37.80 39.49
2. Insurance 6.71 8.29
3. Rates & Taxes 2.56 4.68
4. Postage & Telephone Expenses 33.65 47.10
5. Printing and Stationery 73.03 76.65
6. Electricity Charges J 323.91 372.72
7. Traveling Expenses . N
- Managing Director & Other Directors 329 2.62
- Others 14011 —_ 14788 L.0gp
8. Audit Fees + Statutory Audit 136 278
a n A p i ‘I .
Other Services % Ni 1.36 Nil 278
9. Bank Charges - 3.04 5.35
10. Expenditurd on CADA Works . 670.99 499.68
11. Afforestatioh Expenses - 1,689.79 Nil
12. Crop Compensation 69.82 18.82
13. Hire Charges L 5.78 7.91
14. Testing Fee - 3.62 6.76
15. Publication of Notices 87.57 79.41
16. Legal and Professional Charges 28.87 15.60
17. Sitting Fee$ 0.33 0.30
18. Issue Related Expenses
- Lead Manager's/Arrangers’ Fee 51.57 55.16
- Rating/Surveillance Fee 31.72 13.88
- Other Payments ég 0.24 Nil
- Register & Transfer Agent's Fee & 168 o 41
- Stamp Duty & Registration Fee Nil 1.22
- Guarantee Commission - 825.99 Nil
- Trustee Fee . 680
el 918.00 o 78.67
19. Software & Network Expenses 25.63 1.33
20. E - Tendefing Expenses 8.75 Nil
21. Other Administration Expenses i 21.63 10.33
TOTAL 4,156.24 1,426.37
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SCHEDULE - N: SIGNIFICANT ACCOUNTING POLICIES :

The company is a Government of Karnataka enterprise set
up with the specific task of implementing certain irrigation
projects. The company’s operation and maintenance cost
are met as far as practicable, by water rates demand raised
for supply of water and balance from moneys received from
the State Government for carrying out its functions. Hence,
the financial statements are prepared on a going concern
basis.

The accounting policies not specifically referred to herein is
consistent and is in consonance with generally accepted
accounting principles and applicable mandatory Account-
ing Standards/Guidance Notes issued by the Institute of
Chartered Accountants of India.

CAPITAL WORK IN PROGRESS :

The irrigation projects being implemented by the company
envisages completion of entire project (consisting of dams,
canal systems, canal net work etc.) in an integrated man-
ner. As dams, canals, distributories and other irrigation
systems form a composite network, the cost will be capital-
ised only on completion of the respective projects in en-
tirety. Until such completion, expenditure incurred on con-
struction (which includes in certain cases part payments for
works completed pending approval of competent author-
ity) is shown under Capital Work in Progress against ap-
propriate heads.

EXPENDITURE DURING CONSTRUCTION :

The irrigation structures consisting of canals and other irri-
gation systems, which have been completed and water is
let into them is continued to be shown under capital work in
progress in terms of Accounting Policy No. 1. The revenue
expenditure incurred on such assets is grouped under Ex-
penditure During Construction after deducting income
earned during the period.

FIXED ASSETS :

3.1. (a) The fixed assets transferred by the Government of
Kamataka have been taken over at the assigned values,
which are treated as cost in the books of account of the
company.

(b) All other fixed assets are stated at cost, Cost includes
expenditure incidental to acquisition.

3.2. Roads include appurtenant bridges.
DEPRECIATION :
Depreciation is provided on straight-line method at the rates

provided under Schedule XIV to the Companies Act, 1956,
in the manner stated therein except in respect of Roads
and Buildings (other than Factory Buildings) where a higher
rate of depreciation of 3.34% has been adopted.

INVESTMENTS :

The investments made by the company are short term in
nature, which are stated at lower of cost or repurchase price
(based on Net Asset Value) as on the Balance Sheet date.
Cost is determined on the basis that units purchased first
are redeemed first,

INVENTORIES:

Inventories are valued at cost (ascertained on First in First
out basis). Cost includes purchase price, freight and other
incidental expenses.

RETIREMENT AND OTHER BENEFITS :

(i) Employees on deputation from the Government

a) The company has been exempted from contributing
towards pension and leave salary in respect of these em-
ployees (other than the Managing Director) during their
period of service in the company. However leave
encashment availed by such employees during their ser-
vice with the Company is regulated as per Karnataka Civil
Service Rules (KCSR) and accounted as and when paid

b)The pension and leave salary contributions relating to
Managing Director is being provided/remitted to the Gov-
emment on actual basis as per the terms of appointment.

(i))Employees on deputation from Public Sector Un-
dertakings

Applicable pension and leave salary contribution as also
provident fund contribution is being provided/remitted as
per terms of the deputation on actual basis.

(iii)Employees on contract

Leave salary and Gratuity is provided on actual basis in
respect of liability at the end of the year.

WORK BILLS AND EXPENDITURE:

Considering the nature of activity of the company, liability
towards work bills is recognized on receipt of certified bills
from the competent authority at the Central Accounting Of-
fice.

PRELIMINARY EXPENSES :

Preliminary expenses will be written off over a period of three
years on completion of projects.
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SCHEDULE O: NOTES ON ACCOUNTS FORMING PART OF ACCOUNTS AS AT 31.03.03

1.

PREPARATION OF PROFIT AND LOSS ACCOUNT :

The projects implemented by ‘company are in various
stages of completion and none of the projects have been
completed in its entirety. Therefore, the company has pre-
pared a statement of Expenditure During Construction in-
stead of Profit and Loss Account.

EXPENDITURE DURING CONTRUCTION PERIOD :

The Schedule of Expenditurel During Construction Period
(Pending Capitalisation) has been prepared instead of Profit
and Loss Account in accordance with the disclosure re-
quirements of Part - Il of Schedule VI to the Companies Act
1956.

The schedule of Expenditure During Construction Period
will be reviewed and capitalisgd or treated otherwise in ac-
cordance with the normally accepted accounting practices
on completion of the project(s) in its entirety.

PROJECTS IMPLEMENTED BY THE COMPANY :

The company is a Special Pu}p@se Vehicle set up with the
specific objective of implemanting new irrigation projects
as also completing certain ongoing projects.

The Government of Karnataka (Government) has so far
entrusted to the company implementation of 20 major and
medium irrigation projects in the Krishna and Cauvery Ba-
sin. The company is also entrusted with the task of main-
taining certain minor irrigation:projects under the Command
area of Malaprabha and Ghataprabha projects.

The Government has also transferred the Engineering di-
vision and establishments of Malaprabha and Ghataprabha
Command Area Development Authority (M&GP -CADA) to
the company and has permitted it to provide funds for field
irrigation channels (FIC's) wdrks on behalf of the Govem-
ment and to execute the warks of M&GP -CADA and to
claim reimbursement from the Government of India (viz.
50% of cost of FIC's). The expenditure incurred is grouped
under Expenditure During Gonstruction. The reimburse-
ment from Government of India will be accounted for on
admission of claims.

During the year, the Government has transferred the fol-
lowing projects to the company for implementation. No funds
have been spent on these piojects during the year.

* Gulur-Hebbur

* Honnavalli

* Shravanabelagola & Hiresdve
* Halebedu & Madehalfi

* Kachenahalli

TRANSFER OF ASSETS AND LIABILITIES :

The Government has so far transferred the assets and [i-
abilities relating to Upper Tunga Projecis (excluding exist-
ing canals), Ghataprabha and Malaprabha projects only

(out of 20 projects). These are taken ipso facto into the
books of account of the company and are subject to physi-
cal verification, reconciliation and review for provision, write
off and/or adjustments. The assets and liabilities relating to
other projects will be accounted as and when these are
transferred to the company.

EXPENDITURE ON EMPLOYEES :

A separate order from the Government detailing the terms
and conditions of deputation of officers and staff is awaited.
However the company is following Karnataka Civil Service
Rules (KCSR) in respect of such deputed officers and staff
while effecting payments.

SECURED LOANS :

6.1. The bonds, interest, trustees remuneration and all other
monies relating thereto are secured by a first mortgage
and charge (which shall rank pari passu for existing and
future borrowings):

a) On such of properties of the Company as may be
agreed in consultation with the Trustees, subject to a
minimum asset cover of 1.25 times of the outstanding
in such form and manner as may be agreed tc by
and between the company and the trustees.

b) A first charge on all monies received/ to be received
in the designated account of the company from the
Government (including on account of sale of water from
irrigation and power generation) pursuant to obliga-
tions undertaken by the Government.

6.2. The Company has approached the Government for
exemption of stamp duty and fee for registration of the mort-
gageftrust deed for Series — V (comprising of Series - V
and VA) bonds and the same is awaited. Execution of mort-
gage/trust deed and creation of charge is under process in
respect of Series — IV (comprising of Series - 1V and IVA)
bonds and Series - V (comprising of Series — V and VA).
The company is yet to issue certificates in respect of these
bonds.

6.3. In terms of tripartite agreements between the Govern-
ment, company, and the trustees, the Government has
agreed to make yearly budgetary provision during the en-
tire tenure of bonds, an amount equal to the interest pay-
ment/principal instalment due in the respective years for
disbursement directly into the Designated/Escrow account.
in view of the above the Company does not propose to
create a Redemption Reserve as required u/s 117C of the
Companies Act, 1956.

FIXED ASSETS/CAPITAL WORK IN PROGRESS :

7.1. Other Assets included in Capital Work in Progress rep-
resents establishment and other administrative expendi-
ture transferred by the Government on incorporation pend-
ing capitalisation on completion of project.
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7.2. Mutation entries in favour of the company in respect of
immovable property brought into books of account is yet to
be made. The Company is also in the process of obtaining
title deeds of land taken over.

7.3. Value of land brought into books of account of the Com-
pany are subject to adjustment on finalisation of various
procedures including land acquisition awards, consent
awards, interest and mutation entries in the revenue records
of the Government.

7.4. The expenditure on account of Rehabilitation and Re-
settlement grouped under Capital Work in Progress includes
revenue expenditure incurred in connection with rehabilita-
tion activity.

7.5. Vehicles amounting to Rs. 1.50 crores are pending
transfer in favour of the company.

7.6. No provision/adjustment in the accounts has been made
for value reduction in respect of items identified for disposal
and few old items, which are sparingly used, pending re-
ceipt of necessary details. However, the management is of
the opinion that the same will not have any material effect
on the accounts.

7.7. The Board have approved the Extra Financial Implica-
tion due to Extra ltem Rate List in respect of canal construc-
tion works in the Upper Tunga Project, resulting in recovery
of payments already effected to the contractors amounting
to Rs. 21.85 crores. The contractors have filed writ petitions
before the Hon'ble High Court of Kamataka. The Hon'ble
High Court of Karnataka has since stayed the decision of
the Board. The amounts paid to the contractors are included
in the Capital Work in Progress.

INVENTORIES :

8.1. The process of computerisation of inventory records
from the inception of the company has been completed
during the year. Issues have been identified on First in First
out basis (FIFO) and accounted accordingly. Physical veri-
fication of stock was conducted as of 31st March 03. Nec-
essary rectification entries have been given effect to in the
books of accounts during the year.

8.2. Hard rock extracted during excavation for civil work is
not valued in view of the practical difficulty in ascertaining
cost/net realisation value. In the opinion of the manage-
ment, net realisable value, if any, of such rocks as at the
end of the year would not be material. The same is brought
to books on sale.

SUNDRY DEBTORS :

9.1. Dues from Industrial Unit Rs. 5.92 Crores

This represents water royalty due from an industrial unit
towards use of water for hydel power generation. The agree-
ment for supply of water expired on 28.05.98 and the Gov-
emnment has permitted continuation of the agreement for a
further period of four years till 27th May 02 with a revision in
water royalty to Re. 1/- Per unit with effect from 28th May 98

10.

1.

and a direction to recover arrears with market related inter-
est rates. The company has recognised revenue (includ-
ing interest) in terms of the Government order. The rev-
enue for the year includes Rs 5.22 crore relating to earlier
year (including interest Rs. 1.00 crore).

The unit has disputed the payment of royalty and filed a writ
petition in the High Court of Karnataka for (i) quashing of
Government Order permitting continuation of the agree-
ment, (i) quashing of demand raised on the unit and (i)
seeking refund of Rs. 1.87 crores already paid by it. The
company has filed lobjections before the Han'ble Court
against the writ petition. The demand of Rs. 1.87 Crores
raised by the unit ig also contested. The matter is yet to
come up for hearing. As the amount is recoverable as ar-
rears of land revenue, no provision is considered neces-
sary for the dues.

9.2. Due from Karnataka Power Corporation Limited:

Agreement is yet to be executed with the corporation for
levy of royalty (in lieu of water rates) towards use of water
for power generation. Accordingly, no income (amount un-
ascertained) has been recognised in the books of the com-
pany till date.

9.3. Dues from farmers Rs. 11.33 crores:

The Government has during August 2002 amended
Kamataka lrrigation (Levy of Betterment contribution and
Water Rate) Act, 1957 authorising the company to collect
water rates from usefs with retrospective effect from 13th
Nov' 01. Accordingly demand raised for Rabi season dur-
ing the year ended 31st March 02 amounting to Rs. 7.25
crores, which was shown as recoverable from Government
has been reclassified as Sundry Debtors during the year.

The company is in the process of establishing necessary
systems to recover the dues. In the light of above no provi-
sion for overdue is icansidered necessary at present.

The dues include penalty for violation of cropping pattern
and unauthorised use amounting to Rs. 8.04 crores. The
Government order dated 13th July 2000 provides for waiver
of 75% (Rs. 6.03 crorgs) of penalties levied. Since the au-
thority to waive the penalties has not been notified, the com-
pany has not reversed the said revenue.

PRIOR PERIOD ITEMS (ACCOUNTING STANDARD 5)):

Disclosure of prior period items separately as required by
the Standard is not necessary as the company has not pre-
pared Profit and Loss Account.

RENT RECEIVABLE (SCHEDULE I) :

Rent from occupants of quarters and other building (other
than employees of the company) and eleclricity charges
recoverable as per norms are accounted on accrual basis
to the extent ascertained. Necessary action is being taken
to ascertain the arrears and recover it from the concemed
occupants/authority as also to get the premises vacated by
unauthorized occupants.

@
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12. ADVANCES: 14. SEGMENT REPORT (ACCOUNTING STANDARD 17) :
12.1. Due from Government (Water Rates) The company is executing various irrigation projects en-
Represents income recognised till October 2001 (inclusive trusted to it by the Government, which are under various
of khariff and two season), which includes penalty for viola- stages of progress. Hence, the company has no report-
tion of cropping pattern and unauthorised use amounting able segments.
to Rs. 33.24 crores. The Govemment order dated 13th July 15. RELATED PARTY TRANSACTIONS (ACCOUNTING
2000 provides for waiver of 75% (Rs. 24.93 crores) of pen- STANDARD 18) :
alties levied. Since the authority to waive the penalties has ] ] 1"
not been notified, the company has not reversed the said The company is a state controlled enterprise (s defined in
revenue. clause 10) and accordingly information in respect of key
. management personnel [as detailed in Note 20 (ii) below]
12.2. Due From Government. jrothers only is furnished as required under clause 9.
I-T(ep.r_e.sents dues arising out of incorporation of assets and 16. CURRENT LIABILITIES :
liabilities on the formation of the :company and subsequent
reconciliation of these items. Maintenance charges payable to Water Users Co-opera-
12.3. Balance with Special Land Acquisition Officers e ot gty terms alile uoverpmgnt OIRET CIIRE 1"99
‘ T has not been provided for the year in view of the one time
Represents sums released towards land acquisition and maintenance expenditure incurred during the year. The
Other maintenance expenditure Of some Of the Ofﬁces. NeC' matter has been taken up W|th the Government for modm-
essary entries will be effected on receipt of details from these cation of the Government Order dt. 6.1.99.
oieeg Liability towards municipal taxes (amount unascertained)
12.4. Due from Contractor pending mutation in favour of the company will be accounted
Includes Rs. 3.10 crores représenting materials issued to- on determination.
wards which recovery has already been effected in the work No provision has been made towards Interest accrued but
bills. The process of identifying such entries and bills with not due in respect of broken period of bonds (including in-
respective works is under progress. Pending reconciliation terest on Application money) amounting to Rs. 14.43 Crores.
I?:CE)T:M so adjusted is shawn as recoverable from con- 17.  OPERATING LEASE :
12.5. Due from Staff The Companies .5|gn|f|cant Ieagmg e_xrrangements are in
T respect of operating leases for its office premises. These
Necessary entries will be effected on reconciliation of staff lease arrangements, which are not cancellable, upto 5 years
advances with the records maintained in divisional/Field and are usually renewable by mutual consent on mutually
QOffices, which is under progréss. agreeable terms. The aggregate lease rentals payable are
12.6 Deposit with Government Agencies Rs.1.07 charged as rent under Schedule - M.
crores 18. AFFORESTATION EXPENSES :
Includes Rs. 0.20 crores with Court, which is pending rec- The afforestation expenses includes Rs. 15 crores to be
onciliation. deposited with the Central Empowered Committee pursu-
13. DEFERRED TAX (ACCOUNTING STANDARD 22) : ant to the Hon'ble Supreme Court order dated 14.7.03 in
|.A No. 705 in respect of Upper Tunga Project.
(i) Deferred Tax Liability (Rs. Crores) 19. BALANCE CONFIRMATION :
Deprecition 0.82 . . .
(ii) Deferred Tax Asset Balances un@er Advances, deposits, crgdltors for ;upphgs,
Sec 43B ltems Nil trade deposits apd anances are subject to confirmation
Business Loss 30.22 and consequential adjustments.
Total 30.22 20. ADDITIONAL INFORMATION PURSUANT TO THE PRO-

(iii) Net Deferred Tax Asset (il - i) 29.40

The same has not been regognised as a matter of pru-
dence.

VISIONS OF PART Il OF SCHEDULE VI TO THE COM-
PANIES ACT, 1956 :

i) Considering the nature of activity of the company fur-
nishing of information relating to Licensed capacity, Instafled
capacity and actual production are not required.
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i) Managerial Remuneration:
(Rs. lakhs)
Pay & Other Pension/
Name Allowances |Benefits Leavg Sal.ar y
Contribution
Shri M. B, Prakash, Chairman 1.31 Nil Nil
(Previous year) Nil Nil Nil
ES. Subramanya, Managing Director 0.23 0.01 Nil
(Previous year) Nil Nil Nil
Shri A.P. Joshi, Managing Directar 429 0.32 0.75
(Previous year) 3.77 0.40 0.80
Shri D. N. Desai, Director Nil 0.49 Nil
(Previous year) Nil 0.53 Nil
Shii K. C. Reddy, Director Nl 0.05 Nil
. Nil Nit Nil
(Previous year)

iii) There are no earning or expenditure on foreign ex-
change. (Previous year — Nil)

iv) There are no dues as on 31.03.03 to Small-scale in-
dustrial undertaking as ascertained from the records.

v} Contingent Liabilities:

(i) Estimated amount of contracts remaining to be ex-
ecuted on capital account not provided for (to the extent
ascertained) Rs. 323.38 croreg — (Rs 138.65 crores as on
31.3.02).

N. RAVINDRAN
GENERAL MANAGER - FINANCE

G.S.PRAKASH
COMPANY SECRETARY

PLACE : BANGALORE

DATE

1 23.09.03

PLACE: BANGALORE

DATE

: 23.09.03
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(ii) Claims against the company not acknowledged ag
debt (to the extent ascertained) Rs. 13.50 crores.

(iii) Liability that may arise on obtaining forest and envi.
ronment clearance and on account of compensatory affor-
estation (to the extent ascertained) Rs. 8.32 crores.

(iv) Other monies for which the company is contingently
liable (amount not ascertainable):

a) Land aequired for which acquisition where
orders has not been finalised.

b) Claims on account of various arbitration
proceedings, labour cases,
¢) Work bills under dispute.
GENERAL :

In the opinion of the Management, the current assets, loans
and advances have a valye on realization in the ordinary
course of business, at least equal to the amount at which
they are stated in the Balance Sheet.

Previous year figures have been regrouped/reclassified/
recast wherever necessary to make them comparable with
the current year's figures.

The Accounts approved by the Board on 14.8.03 and re-
ported by the auditors on 16.8.03 have been revised in the
light of observations made by the Comptroller ang Auditor
General of India enhancing the disclosures made in the
Notes on accounts. The said revision does not have any
impact on the figures in the Balance Sheet and Schedule of
Expenditure During Construction (Pending Capitalisation).

D.N. DESA!
DIRECTOR

DR.S. SUBRAMANYA
MANAGING DIRECTOR

SUBJECT TO OUR REPORT OF EVEN DATE
FOR RAO ASSOCIATES
CHARTERED ACCOUNTANTS

G. SUDHINDRA
PARTNER
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KARNATAKA NEERAVARI NIGAM LIMITED :: BANGALORE.

CASH FLOW STATEMENT FOR THE YEAR ENDED 3157 MARCH 2003

NOTE :
1. The Company is executing various Iigation projects entrusted o it by Government of Kamataka, hich are under various
stages of progress and are yet to be completed. Therefore, the company has prepared Expenditurq During Construction
Period Statement instead of Profit & Lost Account as detailed in Note ~ 1 of notes forming part of the Accounts (Schedule -
0). Accordingly, Cash flow from Operating Activities is shown as Nil and the Net Expenditure During.Construction Period,
pending capitalization and adjustment for Net current Asset changes have been shown under Cashi Flow from investing
activities,
2. TheCash & Cash equivalents represent Cash and Bank balances including balance in Escrow/ Designated Accounts and
Deposit with Treasury.
3. The Cash Flow Statement has been prepared under the indirect method as set out in Accounting Skanadard — 3 on Cash
Flow Statement issued by the ICAI.
N. RAVINDRAN G.S. PRAKASH D.N. DESAI DR. S. SUBRAMANYA
GENERAL MANAGER - FINANCE COMPANY SECRETARY DIRECTOR MANAGING DIRECTOR
PLACE : BANGALORE SUBJECT TO OUR REPORT OF EVEN DATE
DATE : 23.09.03 FOR RAO ASSOCIATES
CHARTERED ACCOUNTANTS
PLACE : BANGALORE G. SUDHINDRA
DATE : 23.00.03 PARTNER
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INFORMATION PURSUANT TO PART - lll OF THE SCHEDULE VI TO THE COMPANIES ACT, 1956
BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE AS AT 31 .03.03

I. REGISTRATION DETAILS :

REGISTRATION NUMBER 24503 BALANCE SHEET DATE 31.03.2003
STATE CODE 08

fl. CAPITAL RAISED DURING THE YEAR:

PUBLIC ISSUE Nil RIGHTS ISSUE Nil
BONUS ISSUE Nil PRIVATE PLACEMENT Nil
OTHERS ** (Rs. lakhs) 25,291.88

IIl. POSITION OF MOBILISATION AND DEPLOYMENT OF FUNDS - (Rs. lakhs)
TOTAL LIABILITIES  (Rs. lakhs) 253,006.01 | TOTAL ASSET (Rs. lakhs) 258,006.01

A. SOURCES OF FUNDS (Rs. lakhs)

PAID UP CAPITAL * 128,573.16 | ADVANCE AGAINST EQUITY 17,223.56
RESERVES & SURPLUS Nil | SECURED LOANS 107,209.29
UNSECURED LOAN Nil

* The entire share capital has been invested by Government of Karnataka.
B. APPLICATION OF FUNDS (Rs. lakhs)

NET FIXED ASSETS ™" 164,194.38 INVESTMENTS 14,845.74
NET CURRENT ASSETS 33,361.95 MISCELLANEOUS 680.17
EXPENDITURE DURING 39.923.77 EXPENDTURE
CONSTRUCTION PENDING
CAPITALISATION
** NET FIXED ASSETS incluties Capital Work - in - Progress
V.
PERFORMANCE OF THE COMPANY Not Applicable, since the Company is still in the construction stage.
V.
GENERIC NAME OF THREE PRINCIPAL Not Applicable, since the Company is an infrastructure company
PRODUCT OF THE COMPANY and no manufacturing activity is involved.
N.RAVINDRAN G.S.PRAKASH D.N. DESA DR. S. SUBRAMANYA
GENERAL MANAGER - FINANGE COMPANY SECRETARY DIRECTOR MANAGING DIRECTOR
PLACE : BANGALORE SUBJECT TO OUR REPORT OF EVEN DATE
DATE : 23.09.03 FOR RAO ASSOCIATES
CHARTERED ACCOUNTANTS
PLACE: BANGALORE G. SUDHINDRA
DATE : 23.09.03 PARTNER
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