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Registred Office: 4th Floor,

Notice is hereby giNren that the 1
30th September 2009 at4.45
to consider and transact tle

ORDINARY BUSINESS

1,. To receive, consider and
for the year ended on that
thereon.

2. To fix the rernuneration of
(Please see NbteJ below)

SPECIAL BUSINESS

3. To consider ahd if thought fit,

"RESOLVED that the authorized
only) to Rs.8,OOO drore (Rupess
Rs.10O0/- each and consequently
be and are hereby amended to

The authorized sfihre capital of
8,oo)oo,O0o (Eight Crore) equity

Date:22.09.09
Place: Bangalore.

NOTE:

L. As per the provisions of Section
in General Meeting or in such
the AGM have autfiorized the Board
and when appointment is made by
Board have approved a remuneration
Accountants, for the year 2OO8{9.

, 2. A Member entitled to attend and
a Member.

KARNATAKA NEERAVART NTGAM LtMtrED, Bangatore

TIEERAVARI NIGAM IIMITED
Board Bdi lding, No.1, Dr.  B.R. Ambedkar Veedhi,  Bangalore 560 OO1

NOTICE
Anhual General Meeting of the Members of the company will be held wednesday the
at "Committee Room" (Room No. 313),3rd Floor, Vidhana Soudha, Bangalore-56O001

business:

the Balance Shdet as at 31.03.2009 and the Expenditure During Construction Period
alOng with the Schedules attached there to and Reports of Directors' and Auditors

Auditors of the pompany appointed under section 619 of the companies Act, 1956

pabs with or without modification, the following resolution as a special resolution.

of the company be increased from Rs.5,000 crore (Rupees Five Thousand crore
Thousand croie only) by creation of 3,00,00,000 (Three crore onty) Equity shares of

C 4 of the Mernorandum of Association and Article 4 of the Articles of Association
as follows:

Cdmpany is R$.8,OOO,OO,OO,OOO (Rupees'Eight Thousand Crore only)'divided into
of Rs.1O00/- each.

By order of the Board

sd/-
G. S. PRAKASH

COMPANY SECRETARY

of the Companies Act, 1956, the remuneration payable to the Auditors has to be fixed by the Company
as the Company in General Meeting may determine. At the 3rd Annual General Meeting held on 29.09.01,
Directors to fix the rdmurleration payable to the Statutory Auditors of the Company every year separately as
C & AG of India, urider Section 619(2) of the Companies Act, 1956. Accordingly, the Audit Committee of the
Rs. 5.70 lakhs exch.isive of taxes as the fee payable to the Statutory Auditors M/s Manian & Rao, Chartered

the Meeting is entitled to appoint a Proxy to attend and vote instead of himself and such Proxv need not be
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DIRECTORS' REPORT

Dear Members.

Your Directors have pleasure-l'n presenting the Eleventh Annual Report together w1h
ended 31st March 2009.

Projects u nder im plementation:

2. During the year under report your company has been implementing 44 lrrigation

3. During the year under report, Government of Karnataka have entrusted to the
estimated cost of Rs 238 crores for providing irrigation to g,g0o Ha in the talukas
of Haveri Districts and also to fill existing Ml tanks and Bandaras within the com
drinking purpose. Besides the Dandavathi Medium lrrigation pCIect in Shikaripura
also entrusted during the year as reported in the previous year's report. The
estimated cost of Rs 272 crores fo-r this project.

4. Your company has mdde concerted efforts to obtain the approval of the Govenn
estimates of Ghataprabha & Malaprablia projects amounting to Rs 1435 crores
as to avail the balance Central Assistance under AIBP based on the revised cost
proposal for inclusion of the Bhima Lls with an estimated cost Rs sg2.o5 crores

Audited Accounts for the vear

the Shiggon Ll scheme at an
Shiggon, Savanur and Hanagal

of the proposed project for
of Shimoga District, was

has approled the revised

of India for the Revised cost
1275 crores respectively, so

these projects. The company's
central assistance is under
for Rs 240 crores has been.

Balance
cost as on
1_.4.2009
(in crores)

Balance
potent ia l (Ha)

(As on
01.04.2009)

33 Projects under Krishna
Basin.

West flowing River Varahi
Project-.

Two Diversion Schemes
of Malaprabha Project viz.
Kaiasa Nala & Bandur Nala .
To divert 7.56 TMC of water to
Malaprabha Reservoir.

Five Canal Modernisation
Schemes of Bhadra, Tunga
Bhadra, Vijayanagar channels,
Tunga and Gondi Anicuts.
Minor lrrigation works of Uttara
Kannada, Shimoga Districts.
Bandaras.

15,038.35

569.60

93.98

2,333.55

24.59

701,.76

9,459.35

297.23

77.5L

rceq.iq

LO,L9,251)

!5,702

4,22,920

15,560

2t8

16.51

active consideration of the Government of India. The revised cost of Gandorinala



KARNATAKA NEERAVARI NIGAM LIMITED, Bangalore

approved by the Government of India and this project is now eligible for Central assistance under AIBP on the basis of
revised cost.

The Gandorinala project which provides irrigation facility to 8,094 Ha in the drought prone talukas of Gulbarga &
Chittapur of Gulbarga Distiricts was dedicated to nation by the Hon'ble Chief Minister on 9.2.09. The foundation lying
ceremonies of the Upper Bhadra, Shiggon LIS and Dandavathi  Project were also carr ied out dur ing January & Febuary
2009. The Major tender works of these projects have already been approved. The Bhadra Modernisation works which
met with initial hurdles on account of extended heavy rain fall in during year of entrustment of work is now progressing

satisfactorily and an amount of Rs 470 crs has already been incurred as against the estimated cost of Rs 951 crores.

During FY 2008-09, the programme of works taken up by the company amounted to Rs.1413.21crores with an irrigation
potential of 43,582Ha. As against this programme, the expenditure incurred during FY 2008-09 was Rs.898.79 crores
towards projects and Rs'75.80 crs towards Debt servicing. The irrigation potential created during the year was Rs.
31,307 Ha. The Annual Works.Programme for the current year 2OO9-L0 is fixed at Rs.1,725 crores with a target of
creating irrigation potential of 37,832 Ha.

Mobilisation of Resou rces:

7. The company's operations were entirely funded by the Government of Karnataka during the year. The Government
of Karnataka provided Rs 991.76 crores against the budgetary grant of Rs. 1,413.21 crores during FY 2008-09.
Duringthe year, the Company has re-paid the Series-Vl bonds amounting to Rs.31.00 crores to Bond holders who had
exercised the put option.

8. The Government has provided a budgetary support of Rs. 1,943.04 crores incluQing debt servicing for your Company
for the Financial Year 2009-10.

Accounts:

9. Since the projects are stil l under construction stage as at 31-.3.09, an Expenditure during Construction Period (pending

capitalization) and Balance Sheet as on that date have been prepared. The company has requested the Government
of Karnataka to take over the Harinala Project which has been fully completed. The Governrnent of Karnataka have
permitted the company to exhibit the assets of the Harinala Project under 'Assets pending transfer to GOK".

Conservation of Energy, Technology Absorption

10. The Company has no manufacturing activity and is involved in lrrigation Projects. Hence, the Company has no
information to furnish under these heads

Foreign Exchange Earnings and Outgo:

11. The Company has no foreign exchange earnings and there is no foreign exchange outgo.

Employees:

L2. The particulars in pursuance.of Section 2L7(2A) of the Companies Act 1956 read with Companies (Particulars of
Employees) Rules, 1975, as amended, is Nil.

5 .
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Auditors

13' M/s' Manian & Rao, chartered Accountants, Bangalore were appointed as the Statutory Auditors of the companyfor the year 2008-09 by the comptroller and Auditor General of India under section 61-g(2) of the companies Act,1956' The remuneration of statutory Auditors has been fixed at Rs. 5.70 lakhs pursuant to section 224(g)(aa) of theCompanies Act, 1956.

Replies to observations in Auditors' Report:
L4' The qualifications / remarks of the Statutory Auditors in their report on the accounts for the year 2oog-09 navebeen replied in the respective notes forming part of accounts referred to by the Auditors in their report which are selfexplanatory, subject however to the followins:

Para No Adverse comment in Auditor's Report
Non capitalization of Roads, Bridges & culverts
exhibited under CWlp.

Expenditure on Roads have been capitalized
to the extent of Rs 10.89 crs and in respect
of classification, reconcil iation of the
expenditure incurred and depreciations etc.,
necessary action wil l be taken at the earliest
in this regard.

Non preparation of p & L Account for completed
Lift lrrigation schemes.

This Lift lrrigation schemes forms part of the
Projects which are sti l l  not fully completed. As
per our  Schedule -  p Account ing pol icy No.  3,
the cost wil l be capitalized and profit and Loss
Account wil l be prepared only on completion
of the respective projects in entiretv.

Non Provision for retirement benefits ano
contribution towards pF & ESI for NMR labourers

Since the supernumerary /  NMR employees
are Government employees working in the
company on deputation, there is no direct
employer - employee relationship. And as
such the question of contributing / making
provision for retirement benefits does
not arise. However in respect of Contract
Employees the AS-15 is complied and details
are at para 13 (b) of Schedute Q.

Non provision towards leave encashment for the
accrued leave in their account.

As per Accounting policy 11.1 (a) Leave
Encashment availed by the GOK employees
during their service in the company is
regulated as per KCSR. Furthet the GO for
encashment is effective from 1.6.09 onwards
forthe block period 2OOg-10. Hence provision
is not made. In respect of Contract Employees
the provision is made as per AS-15 (Refer
Note 13 (b) of Schedute- e).

Non provision of interest accrued but not due on
bonds.

In view of the transfer transactions of bonds
in the secondary market, such a provisioning
is not possible.



I

I

I
I

o L9 Attention is drawn to note 8(i) regarding
excess payment to the Contractor in respect of
Bellarynala lrrigation Project and consequent
non-recovery of Interest from the Contractor
on the excess payment. To the extent of excess
payment of Rs.8.O1 crores ascertained as per

draft CAG report d1.24/O6/O9,'Capital Work In
Progress' is overstated and 'Loans and Advances'
understated. To the extent of Rs'2'I2 crores
(lnterest upto 31-.03.09 on the excess payment)
'Expenditure During Construction' is overstated
and 'Other Current Assets' understated.

The agency has asked for  jo int  measurement
for the exact quantity of work executed as per

Schedule B of  the tender document .  Pending

the f ina l izat ion of  the jo int  measurement ,  the

exact an-tount could not be ascertained.

The necessary action wil l be taken as per the

reoort of Joint measurement between agency

and Nigam.

I 7 a & 1 b
(An n  exu  re
to Auditor's
Report)

Non maintenance of records for fixed assets
and not carrying out physical verification of fixed
ASSETS

The Company is in the process of preparing

the records as required and will carry out the
physical verification.

8 4
( A n n e x u r e
to Auditor's
Report)

The Company is yet to establish necessary
systems for recovery of water rates, which is a
continuing weakness.

Demand notices are invariably issued
towards water supplied to the farmers. There
is however difficulty in effecting the collection
as the officers of the Company are not
empowered to enforce the collgction of water
rates as was available to the revenue officers
prior to the transfer of this responsibility to
the Company under the relevant statute.
The entrustment of lrrigation management
to Water User's Cooperative Societies is
expected to strengthen the system of water
rate collection.

9 o

(An nexu re
to Auditor's
Report)

1% Workers Welfare Cess for work entrusted
to Contractors prior to 1-.1-1.06 and payable of
Karnataka State Building and other Construction
workers welfare Board, the cess amount has not
been quantified and not yet remitted.

The company is in the process of identifying
the liability and necessary action for its
remittance will be taken.

KARNATAKA NEER Rl NIGAM LIMITED' Bangalore

The Report of Comptroller and Auditor General of India:

15. The Report of Comptroller and Auditor General of India u/s 619(4) of the Companies Act, l-956, on the accounts of the

Company for the year 2008-09 is appended as a part of this Report'

Board of Directors:

16. There is no change in the Constitution of the Board between the last AGM and the date of this report.

Directors' Responsibility Statementl

!7. pursuant to Section 2L7(2p/.) of the Companies Act, 1956, the Board of Directors report thatl

a) In the preparation of the annual accounts, the applicable accounting standards have been followed along with

proper explanation relating to material departures subject to qualifications in this regard by the Statutory Auditors

which have been replied earlier in this report

l s e
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Place: Bangalore,
Date: 22.09.09

ANNUAL

Your Directors have selected such accounting policies anp applied themestimates that are reasonable and prudent so as to give a true and fair viat the end of the financiar year and of the expenditrr" orrag ."n"*,,on
c) Your Directors have taken proper and sufficient care for; the maintenan(accordance with the provisions of the Act for safeguardipg the assets ofdetecting fraud and other irregularities.
(d) Your Directors have prepared the annuar accounts on a gqing concern

Acknowledgement:

18. Your Directors wish to place on record the
s pe e dv exec u t i o n or th e p roj ects. rh e o,,'JiJ:'l :: iltr l:['ff T:t:f#T:various Banks and Financiar rnstitutions for their continued co_pperation and

b)



KARNATAKA NEERAVARI NIGAM LIMITED' Bangalore

AUDITORS'REPORT

To
The Members of
KARNATAKA NEERAVARI NIGAM IiIMITED

we have audited the attached Balance sheet of M/s. KARNATAKA NEERAVARI NIGAM LlMlrED as on 31st March 2009

together with the statement of Expenditure During construction and cash flow statement for the year ended on that date

annexed thereto. These financial statements are responsibility of the company's management' our responsibility is to

eXpreSS an opinion on these finar|cial Statements based on our audit.

we conducted our audit in accordance with auditing standards 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

misstatement. An audit incrudes examining, on a test basis, evidence supporting the amounts and discrosures in the

financial statements. An audit a]so includes assessing the accounting principles used and si$nificant estimates maoe

by management, as well as evaluating the overall financial statement presentation. we believe that our audit provides a

reasonable basis for our oPinion'

We repofi asV follows:

L. As required by the companies (Auditor's Report) or{^er,2oo4, issued by the central Government of India in terms of

section 227( g)of the conipanies Act, 1956, we enclose in the Annexure a statement on the matters specified in

paragraphs 4 and 5 of the said Order'

2. Attention is invited to accountin| poticy No. 3 of the company, wherein it is mentioned that the cost,of the projects

will,be capitalized on complEtion of the proiect in entirety. Though some of the dams, canals, Lift lrri$ation schemes

(LtS,s)etc, ,havealreadybeencompletedandputtouse,thesamehavenotbeencapital izedandcorrespondin!

depreciationa,so not charged.rhis is not in accordance with AS-70 'Accountingfor Fxed Assets' issued by the lcAl'

lntheabsenceofrelevantdetai ls, theeffectofthesameontheaccountsjsnotascertainable.

3. Attention is invited to note 7, wherein it is mentioned that the cost of the Project Harinala, though capitalized' is

disc/osed sep arately under iFxed Assets'as 'Assets held pendingtransfer to GoK' based on Government of Karnataka

letter No.WRD 1_2 '<NN 2OO8 dt. 22/Og/2OOg. The accounting and disclosure as such by the company are subiect

to various formatities/ike issue of Government order for take-over, finalization of the transfer price etc',

4. Roads have been capitatized to the extent of Rs.10.89 crores during the year' However, the capitalized cost does

not include administration and other overheads that are specificatty attributabte to their construction like employee

cost of En{tneers involved in the proiect etc., To that extent,'Roads, Brid$es & culverts' under Fixed Assets are

understated and ,Expenditure During construction' overstated and the consequent depreciation on the same is not

charged. In the absence of relevant details, the effect of the same on the accounts is not ascertainable'

s. cwtp - Roads includes dxpenditure on repairs and maintenance of roads which have been wrongly classifed

hereunderinstead of unddr ,Expenditure Duringconstruction'. ln the absence of relevant detai's, the effect of the

sarne on the accounts is not ascertainable'
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6' No Profit and Loss accoun t has been prepared for the year as required u/s sec 2IO(1-)(b) of the Companies Act, 1_956
even thougih the company has already completed and put to use some of the assets like dams, canals etc. of the
Projects, and some of the Lift lrrigations Schemes (L/S,s),

7' No contribution / provision have been made towards PF for supernumerary employees as required under Emptoyees,
Provident Fund and Miscellaneous Provisions Act. AIso, Attention is invited to accounting policy No. 77.4, wherein it
is mentioned that in respect of supernumerary employees, the retirement benefts are recognized on payment. The
same is not in accordance with AS -15 'Employee Benefits'issued by the ICAI. ln the absence of relevant details, the
effect of the same on the accounts is not ascerfa inabte.

8. No provision has been made in the accounts towards encashment of leave benefit avaitabte at credit and not utitized
as on 37.72.20o8 and expected liability for the period from Jan 09 to March 09 in respect of deputed employees. The
same is not in accordance with AS-75 'Emptoyee Benefits' issued by the tCAt. ln the absence of relevant detaits. the
effect of the same on the accountsis not ascerta inabte.

9' Attention is invited to note 74(d) , wherein the tiabitity in respect of 7% cess of cost of construction to be remitted
in favour of 'Karnataka State Buitding ahd other Construction workers Welfare Eoard' for the work entrusted to
Contractors prior to 07.77.2O0G have not been provlQed for in the accounts. In the absence of relevant detaits. the
effect of the same on the accounts ls not ascerta inabie.

70. No provision has been made towards lnterest accrued but not due o,n bonds amounting to Rs.g. zo crores resulting in
understatement of 'Current Liabilities' and 'Expenditure During Construction' by a tike amount.

77. Attention is drawn to Accounting Policy No.72, wherein no provision is made towards liabitity for works in respect of
bills received after 37.05.2009 but work certified before 37.03.2009 resutting in understatement of Capital Work in
progress and current liabilities (amount not ascertained, in the absence of informatlonl.

72. Attention is drawn to notes 8(c), wherein the cost of land capitatized is subject to adjustments on account of finatization
of various procedures like land acquisition awards, consent awards, interest and rnutation entries in the revenue
records of the government.

73. Attention is invited to note 8(d), wherein it is mentioned that the rehabititation and resettlement expenses have not
been capitalized alon$ with land. The same is not in accordance with the accounting poticy No. 6(3) of the company.
Consequently, the cost of land is understate d to that extent. (amount not ascertained).

74. Attention is drawn to note 2(c) wherein the reimbursement of claim from Government of tndia for CADA works is
accounted on receipt basls and the sarne is not in accordance with the accrual basis of acco unting and also not in
accordance with Accounting Standard - 72 'AccountinE for Government Grants'. In the absence of information. the
effect of the same on the accounts could not be ascertained.

1-5. Attention is drawn to note 4 regarding consequentiat effect on physicat verification, reconciliation and review for
provision / write off in respect of assets and liabitities transferred by Government of Karnataka and the impact of the
same on the accounts could not be ascertained.

16. Attention is drawn to note 1O(b) regardingjrecoverability of dues from farmers & note 7O(c) regarding non accounting
of revenue (amount unascertained) for reasons indicated therein.

77' Attention is drawn to note 71(c) relating to reconciliation of items referred to therein and note 76(c) regarding
confirmation of balances and the consequentiat adjustments thereupon.
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Attention is drawn to note 8(f) regarding! non disclosure of assets held for drsposa/ as required by AS-7O 'Accounting

for'fixed assets' and consequent non provision for reduction in value in respect of such items. In the absence of

information, the impact on the accounts could not be ascertained.

Attention is drawn to note 8(i) regarding excess payment to the Contractor in respect of Bellarynala lrri{ation Proiect

and consequent non-recovery of lnterest f rom the Contractor on the excess payment. To the extent of excess payment

of Rs.8.01 crores ascertained as per draft CAG report dt.24/06/O9, 'Capital Work ln Progress' is overstated and
'Loans and Advances' understate d. To the extent of Rs.2.12 crores (lnterest upto 37.03.09 on the excess payment)
'Expenditure During Construction' is overstated and 'Other Current Assets' understated.

Attention is drawn to note 8(j) regarding non-provision of liability amounting to Rs.20.35 crores towards pending bills

for Bhadra Madernisation Works prior to entrustment of the works to the Company. To the extent of Rs.20.35 crores
'Capital Work In Proglress' and 'Current Liabilities' are understated.

Attention is drawn to Accounting Policy No.16, wherein the Company has stated that it is not possib/e to ascertain

whether there is an impairment /oss. fhis is not in accordance with AS-28 'lmpairment Of Assets' issued by the lCAl.

/n the absen ce of relevant details, the effect of the same on the accounts rs not ascertainable.

The consequential effect on the accounts due to above mentioned qualifications to the extent ascertained and
quantifiable is as fol/ows;

7. Expenditure during construction understated by Rs.6.58 crores (refer Para 70 & Para 19).

2. Current Liabilities understated by Rs.29.05 crores (refer Para 10 & Para 2O).

3. CapitalWork ln Proglress understated by Rs.1-2.34 crores (refer Para 79 & Para 2O).

4. Loans & Advances understated by Rs.8.07 crores (refer ParaL9).

5. Other Current Assets understated by Rs.2.72 crores (refer Para79).

Further to our comments in the Annexure referred to in paragraph 1 & paragraph Nos. 2 to 22 above'.

a) We have obtained all the information and explanations, which to the best of our knowledge and belief were

necessary for the purpose of our audit.

b) In our opinion, proper books of account, as required by law, have been kept by the Company so far as appears

from our examination of the books.

c) The Balance Sheet and Statement of Expenditure during construction and the Cash flow Statement dealt with by

this report are in agreement with the books of account.

d) In our opinion, the Balance Sheet and the Statement of Expenditure during construction and the Cash flow

Statement are in compliance with the Accounting Standards referred to in subsection (3C) of section 27I of

the Companies Act, 1956 except AccountinS Standard 6, 'Depreciation Accounting' as dlsc/osed in Para 4,

Accounting! Standard L0, 'Accounting for Fxed Assets' as disc/osed in paras 2, 4 & 1-8, Accountin$ Standard 1-2,
'Accounting for Government Grants'as disclosed in Para 14 & Accounting Standard 1-5, 'Employee Benefits' as

disc/osed in paras 7 & 8, Accounting Standard 28 'lmpairment of Assets'as disc/osed in Para 27.

e) As per Notification No.GSR 829(E), dI.2L/7O/O3 issued by the Central Government, the requirements under the

provisions ot Sec 274(7Xg) of the Companies Act, 1-956, are not applicable to this Company.

-LtJ,

79.

20.

21.

22.

23.

l 6



ANNUAL REFORT, 2OO8-

In our opinion and to the best of our information and according to the explan
with the notes thereon give the information as required by the Companies Act,
and gives a true and fair view subject to our comments in paras 2 - 22:

(i) In the case of the Balance Sheet, of the state of affairs of the Company, as

(ii) In the case of statement of Expenditure during construction prepared in lieu
net expenditure for the year ended on that date, and

(iii) In the case of the cash flow statement, of the cash flows for the year ended

Date:10.09.09
Place: Bangalore

to us. the accounts read
in the manner so reqqired

March 31, 2009,

Profit & Loss account, of the

that date.

For MAtrllAN & RAO
Chartered Aceountants

SRIfiANTH. R
Partner

M.NOr 2O3138
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In respect of its fixed Assets:

a) The company has not maintained proper records showing full particulars, including quantitative details and

situation of Fixed Assets. It was informed to us that the company is in the process of preparing proper records

as required showing the full particulars.

b) According to the information provided to us, the management has not carried out physical verification of fixed

assets duringthe year. Hence the question of reporting on discrepancies and adiustmentthereof in the books of

accounts does notarjse. ,

c) In our opinion and according to the information provided to us the Company has not disposed of substantial part

of fixed assets during the year to affect the going concern status of the Company.

In respect of its inventories:

a) As explained to us, physical verification has been conducted by the management at reasonable intervals in

respect of stores & spares, tools & plants and released articles.

b) The procedure of physical verification of inventory followed by the management is, in our opinion reasonable and

adequate in relation to the size of the Company and nature of its business.

c) The Company has maintained proper records for Inventories. As explained to us, discrepancies on physical

verification of stock as compared to book records have been properly dealt with in the books of accounts.

In our opinion and according to the information and explanations given to us, the Company has not granted or taken

loans, secured or unsecured to/from companies, firms or other parties covered in the register maintained under

section 301 of the Companies Act, 1956.

ln our opinion and according to the information and explanations given to us, there are adequ.ate internal control

procedures commensurate with the size of the Company and nature of its business for the purchase of inventory

and fixed assets. However the company is yet to establish necessary systems for recovery of water rates, which is a

continuingi weakness.

In respect of transactions covered under section 301 of the Companies Act, 1956:

a) ln our opinion and according to the information and explanations given to us, there are no transactions made in

pursuance of contracts or arrangements that needed to be entered into in the register maintained under section

301 of the Companies Act, 1-956.

b) Accordingto the information and explanations given to us, there are no transactions in pursuance of contracts or

arrangements entered in the register maintained under section 301 of the Companies Act, 1956 aggregating to

Rs.5,00, 000/- (Rupees five lakhs only) or more in respect of any party in the said financial year.

According to the information and explanations given to us, the Company has not accepted any deposits from the
public. Therefore provision of clause (vi) of the Companies (Auditor's Report) Order 2003 are not applicable to the

Company.

The Company has an internal audit system, which in our opinion requires f urther stren$thening with respect to scope

and follow up.
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As explained to us, the central government has not prescribed maintenance of cost records under section 209(1) (d)

of the Companies Act 1956 for any of its activities.

In respect of Statutory dues:

a) Acco rd ing to the reco rds of the Compa ny, und isputed statutory d ues includ ing Provident f u nd, ESl, Sales tax, Cess,

Income tax, Service tax and other statutory dues have generally been regularly deposited with the appropriate

authorities. However,inrespectof 1%WorkersWelfareCessforworkentrustedtoContractorspriorto0L.TT.2006

and payabte to Karnataka State Building and other Construction workers Welfare Board, the Cess amount has

not been quantified and not yet remitted.

According the information and explanations given to us, no undisputed amounts payable in respect of the

aforesaid dues were outstanding as at 31st March, 2009 for a period of more than six months from the date of

becoming payable except as given below:

Statement of Arrears of lJndisputed Statutory Dues Outstandingfor more than six months from the date they

became payable as at 31sf March,2009 is fiven below :

Nature of Dues
Amount
( in Rs.)

GPF

VAT

1% Workers Welfare Cess

C.B.F

Royalty

lncome Tax

1% Workers Welfare Cess (Prior to 01.11-.06)

1,07,096

2,47,O33

L2,8L9
E OO7

5,93,474

80,673

Not Quantified

b) According to the information and explanations given to us, there are no disputed Income TaVSales Tax Customs

Duty/Wealth Tax,/Service Tax,/Excise Duty/Cess as at the end of the year.

The Company is yet to prepare the profit and loss account as detailed in Note 1 of Schedule 'Q' notes forming part of

accounts. As such furnishing of information relating to net worth and cash losses for the financial year of the company

in accordance with the provisions of clause 4(x) of the order does not arise.

According to the information and explanations given to us, the Company has not defaulted in repayment of dues to

financial institutions, banks, Debenture holders.

In our opinion and according to the information and explanations given to us, no loans and advances have been

granted by the Company on the basis of security by way of pledge of shares, debentures and other securities.

The Company is not a Chit fund or a nidhi/ mutual benefit fund/ society. Therefore, clause 4(xiii) of the Companies

(Auditor's Report) Order 2003 is not applicable to the Company.

ln our opinion and according to the information and explanat ions given to us, the Company is not deal ing or trading

in shares, securities, debentures and other investments. Therefore, clause 4(xiv) of the Companies (Auditor's Report)

Order 2003 is not applicable to the Company.

According to the information and explanations given to us, the Company has not given guarantees for loans taken by

others from banks or financial institutions.

In our opinion and according to the information and explanation furnished to us term loans raised have been used for

the purpose for which it has been obtained.

10.

L1-.

12.

13.

L4.

4 q

_LO.

I
0 3  l
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has not made anll preferential allotment of shares to parties and companies covered in
section 301 of ttre Companies Act, 1956.

and charge i[ respect of bonds issued and outstanding to the year end.
ny money by way of public issue of shares.

explanations $iven to us, dq'ing the year a complaint was received by the company
of runnin{ bills to a contractor entrusted with the work of 'Bellarynala lrrigation

gation by the cdmpany established an excess payment of Rs.14.64 crores to the
s imt-nediately refunded by the contractor. A detailed investigation by lc-vigilance, wRD
Rs.21.84 crores pnd a special review by C&AG arrived at an amount of Rs.22.65 crores
ractor. The Contdactor has disputed the excess payment so arrived and has asked for
ork executed. ThE company has informed that the exact amount of excess payment
will be arrived after the joint measurement is over and hence not provided for in the

For MANIAN & RAO
Chartered Accountants

SRIKANTH. R
Partner

M.NO:2O3138

e basis of an overall
infofmation and explanation

lon$ term inv6stments.

18. During the yea4 the Compa
the Register maintained

19. The company has created

20. The Company has not raised

21. Accdrding to the information
alle$ing irregularities in the
Projpct'. A preliminary i
Contractor and the amount
revebled an excess payment
as eXcess payfnent to the
a joint measulrement of the
and interest due on the
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COMMEI\ITs OF THE COMPTROLLER AND AUDITOR GETNERAL OF INDIA
UNDER SECTIOI\I 619 (4) OF THE COMPANIES AC'I; 1956 ON THE ACCOUNTS
OF KARNATAKA NEERAVARI NIGAM LIMITED, BANGALORE FOR THE YEAR
ENDED 31 MARCH 2009.

The preparation of financial statement of KARNATAKA NEERAVARI NIGAM LIMITED,
BANGALORE for the year ended 31 March 2009 in accordance with the f inancial
reporting framework prescribed under Companies Act, 1956 is the responsibility
of the management of the Company. The statutory auditors appointed by the
Comptrol ler and Auditor General of India under Section 619(2)of the Companies act,
1956 are responsible for expressing opinion on these financial statements under
sect ion 227 of the Companies Act,  1956 based on independent audit  inaccordance
with the audit ing and assurance standards prescribed by their professional body
the Institute of Chartered accountants of India. This is stated to have been done by
them vide their Audit ior 's Report dated 1Oth september 2009.

l ,  on behalf  of the Comptrol ler and Auditor General of India, have conducted a
supplemehtary audit, under section 619(3Xb) of the Companies Act, 1956, of the
fiNANCiaI statements of "KARNATAKA NEERAVARI NIGAM LIMITED, BANGALoRE-
for the year ended 31 MARCH 2009. This supplementary audit  has been carr ied out
independentlywithout access to the working papers of the statutory auditors and is
l imited primari ly to inquir ies of the statutory auditors and company personnel and
a selective examination of some of the accounting records. On the basis of my audit
nothing signif icant has come to my knowledge which give r ise to any comment upon
or supplement to Statutory Auditors' report under section 619 (4) of the Companies
Act, 1956.

BANGALORE
DATED: 24 September 2009

For and on behalf of the
Comptrol ler & Auditor General of India,

(usHA SANKAR)
PRI NCI PAL ACCOU NTANT GEN ERAL

(crv.rL & coMMERctAL AUDTT)
KARNATAKA, BANGALORE

67 I



KARNATAKA NEERAVARI NIGAM LIMITED, Bangalore

BATANCE SHEET AS AT 31.03.09

(K.S. Raveendra Prasad)
General Manager - Finance

Place: Bangalore
Date: 10.09.09

Place; Bangalore
Date:10.09.09

(G.S. Prakash)
Company Secretary

(D.N.  Desai)
Director

Rs.  in  Laks

(D. Satya Murty)
Managing Director

Per Our Report Of Even Date
For Manian & Rao

Chartered Accountants

(R. Srikanth)
Partner

Mem. No.203138 .  . :

PARTICULARS SCH REF AS AT 31.03.09 AS AT 31.03.08
A

I

a

o

t l
o

h

B
I
a

o

d
g

il
ill

h

o

A

o

IV

d

b

SOURCES OF FUNDS

SHARE HOLDERS FUND
Share Capital
Advance Towards Equity

LOAN FUNDS
Secured Loans
Unsecured Loans

TOTAL

APPLICATION OF FUNDS
FIXED ASSETS
Gross Block
Depreciation
Net Block
Assets pendingTransfer to GOK
Capital Work in Progress

INVESTMENTS
CURRENT ASSETS, LOANS AND
ADVANCES
Inventories
Sundry Debtors
Cash and Bank Balances
Loans and Advances
Other Current Assets

SUB - TOTAL
LESS : CURRENT LIABILITIES AND
PROVISIONS
Current l iabil i t ies
Provisions

SUB - TOTAL
NET CURRENT ASSETS
MISCELLANEOUS EXPENDITURE
(To the extent not written off or
adjusted)
Preliminary Expenses
Exoenditu re on Government
Schemes

TOTAL
ACCOUNTING POI-ICIES

NOTES ON ACCOUNTS

D

D - 1

D - 2
E

F

u

H

I

J

K
L

M
N

P

a

471,740.71
754,747.95 626,482.66

61,,303.24

437,026.t3
90,279.93

A"  Rn l  7q

545.96

527,306.06

60,70!.32
60r.92 64,347.75

55,437.73
2,1_10.46

687,785.89

48,845.13
t,771,.OO

591.653.81

53,326.67
LO,397.48

609,676.95
20.00

1,,398.4t

12,966.39

47,O74.L3
10,308.03

532,694.70
20.00

(9,477.65)

11.034.60

52.65
3,841.66

19,380.99
23,932.76

740.Or

oz . zz

?  6 1 4  q O

4,953.58
18,533.41

8t4.71

47,948.07 27.aao.a2

46,5!7.45
32.21

37,284.94
73.53

46,549.66 37354.47

680.17

12.286.22

680.17

70,354.44

687,785.89 591.653.81

[schedules A to Q annexed form an integral part of this balance sheet to be read, in conjunction therewith]



SCHEDULE-A :  SHARECAPITAL

Note:

1,. All the above shares are held by the Governor of Karnataka and the nominqes,
Karnataka.

2. Out of the above, 86,79,873 equity Shares of Rs. LOOO/- each have been issued
having been received in cash, in consideration for net value of assets transfered to
of Karnataka.

behalf of t@ Go*ernment of

fully paid u0, without payment

Company by the Government

as AT 31.03.08
AUTHORISED CAPITAL

5,00,00,000 Equity Shares of Rs.100O/- Each

ISSUED . SUBSCRIBED AND PAID UP

471,,74,07L (Previous Year - 437,O2,6L3)

Equity Shares of Rs.100O/- each fully paid up



KARNATAKA NEERAVARI NIGAM LIMITED, Bangatore

S8HEDULE - B: SECURED LOANS

Note:
Nature of Security

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

i. 0n such of properties of the Company as may be agreed in consultation wtth the Trustees, subject to a mintmum asset cover of 1 25 times of
the outstanding in such form and manner as may be agreed to by and between the company and the trustees.

i i .  A f irst charge on al l  montes received / to be received in the designated account of the company from the Government ( including on account
of sale of water from irr igation and power generation) pursuant to obl igations undertaken by the Government.

b. The Bonds issued by the company upto Series VA are in physical form. The company has so far issued cert i f icates upto Series lV (comprising lV and
rvA).

c ln terms of tripartite agreements between the Government, company and the trustees, the Government has agreed to make yearly budgetary
provision during the entire tenure of secured loans an amount equal to the interest payment/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 777C of the Companies Act. 1956.

(Rs in Lakhs)

PARTICULARS AS AT 31.03.09 AS AT 31.03.08
L

z

SERIES -  Vl  (Regular)

1690 -  (Previous year  -  2,000)  6.7O% Secured,  Non-
Convert ib le,  Redeemable bonds of  Rs.  10,00,000.00
each.  Redeemable at  par  in  two equal  insta l lments on
31-st  Mar '  10 and 31st  Mar '  11wi th a put  and cal l  opt ion
on 31-st  Mar '09

SERIES -  Vl l  (Regular)

880 - (Previous year - 880) 6.95% Secured, Non-
Convert ib le,  Redeemable bonds of  Rs.  10,00,000.00
each.  Redeemable at  par  in  two equal  insta l lments on
30th Nov'  10 and 3Oth Nov'  11wi th a put  and cal l  opt ion
on 30th Nov'09

16,900.00

8,800.00

20,000.00

8,800.00

Total of Bonds (A) 25,700.00 28,800.00
B

L

2

rERM LOANS
TERM LOAN FROM ORIENTAL BANK OF COMMERCE
Repayable in two equal installments on 31st Mar' l-1- and
31st Mar' 12

TERM LOAN FROM BANK OF BARODA Repayabte in two
equal installments on 31st Mar' L2 and 31st Mar' 13
TERM LOAN FROM DENA BANK

Repayable in two equal instal lments

on 31st Mar' 72 and 31st Mar' 13
Total of Term Loans (B)

Unclaimed Debenture Amount

Series -  l l l  (Regular)

10,000.00

1 0  0 0 0  A 7

6  n n 1  A 6

35,001,32

Ni l

10,000.00

20,000.00

5,000.78

35,000.78

1.00
TOTAL 60.701-.32 63,801.79



ISCHEDULE . C: UNSECURED LOANS

ANNUAL REPORT, 2OO8-

Other Loans and Advances:

a. From Others
- Loan from Government of Karnataka
- Interest Accrued and Due on Government of Karnataka Loan

490.00

tLt.92
490.00

55.96



KARNATAKA NEERAARI NIGAM LIMITED. Bansalore
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iSCHEDULE : D - 2 :: CAPITAL WORK-IN-PROGRESS

' i j  ,,..

(Rs. in Lakhs)

Particulars AsAt
o1.04.08

Additions
During The

Year

Adj
cal

Duri

rstments/
italisation
g The Year

As At
31.03.09

A

L

2

3

4

5

6

7

8

9

10

LL

B

L2

Building And Colonies

Dams / Barrages & Submergence

Lift lrrigation Schemes

Canals & Branches

Distributories & Laterals

Roads, Bridges & Culverts

Tanks

lrrigation Structures

Reh'tation & Resettlement

Electricals & Ele. Fittings

Other Assets

Refer Schedule - O

Expenditure During Construction (Pending
Capitalisation)

934.L!

76,496.70

24,764.99

178,087.65

76,668.56

4,574.O2

346.77

6,481.53

4,693.L2

28.54

30,110.46

L29,5L8.25

90.46

,8,782.81
8,O77.28

37,574.89
7,6L1_.82

1,,292.45

375.47

506.73

5L7.94

L4,790.97

82.90

1,,464.O0

z . ro

1,089.02

0.88

941.66

83,8L5.52

32,842.27

2L5,6€,0.37

84,280.38

4,V77.45

722.64

6,481.53

. 5,189.86

28.54

30,628.40

144,308.34

Total 532.694.70 79,62L.22 2,638.97 609,676.95

Previous Year 440.659.18 111;388.36 L9,352.a4 5,32,6,9,4.70

SCHEDULE- E : INVESTMENTS
(Rs. in Lakhs)

Particulars AsAt3 ..03.olt A6 Ai 31.O3.O8

L

2

Long Term Investments (Unquoted @ Cost)

lnvestment In Ghataprabha Water Users Co-Op Federation

(20 Shares Of Rs. 50,OOO Each, Fully Paid)

Investment In Malaprabha Water Users Co-Op Federation

(20 Shares Of Rs. 50,OOO Each, Fully Paid)

10.00

10.00

10.0o

10.00
Total 20.oo 2(}.0o



ERAVARI NIGAM LIMITED, Bangalore

tEs (Rs. in Lakhs)

PARTICUURS AS AT 31.03.09 AS AT 31.03.08

1,

2

3

Stores& Spares

Less: Provision for ob

Tools & Plants

Less: Provision for ob

Released Articles

Les: Provision for ob

olesence

olesence

olesence

L3t.23

78.57

2L3.43

2L3.43

3.15

3.15

52.65

Ni t

N i l

L78.21,

115.99

222.45

222.45

3.16

3.16

62.22

Nil

Ni l
TOTAL 52.65 62.22 r l

SCHEIXfl-E-G: SUNDI DEBTORS (UNSECURED, CONSTDERED GOOD) (Rs. in Lakhs)

PARTICUURS As At 31.03.09 As At 31.03.08 l
Debts OutsEnding for a per
- exceeding six rnofihs
- less tltan six months

d

3,499.32

342.35

3,841.66

2,676.77

840.18

3.516.90
TOTAL 3,841.66 3.516.90

I

I
I

\



ANNUAL

ISCHEDULE. H CASH AND BANK BALANCES

2008-

t i

(Rs. in Lakhs)

PARTICULARS As At 31.03.p9 AsAt
A

B

c
I

L

2

3
4
t l

Cheques/DDs on hand

Remittances in Transit

Cash at Bank :

With Scheduled Banks

In Savings Bank Accounts

In Current Accounts

In Escrow/Designated Accounts

In Deposit Accounts

Others

Dist. Treasury

40.99

962.93
(251,.34)

1t,L24.69

3.60

0.02

t1-,877.27

7,500.10

48.88

t,45L.07

186.76

3,263.84

0.06
2.87

4,950.56

0.10
TOTAL 19,380.99 '4,953.58

SGHEDULE - | : LOANS & ADVANCES (UNSECURED, CON$IDERED GOOD)
{fls. in Lakhs)

PARTICULARS
SUE
SCH
REF

AS AT 31.03.09 ASAT3!'@AB

1"

2

3

4

5

6

7

B

I

10

Advances recoverable in
cash or in kind or for value
to be received:

Due from Government

Advanpe for Land
acquisitions

Mobilisation advance paid
to Contractor

Contractors - Receivables

Advances to Suppliery'
Services

Advances to Staff

Deposits with Government
Agencies

Rent Advance

Deposits with Other
Agencies

Others

r - 1 4,L70.L1-

13,858.57

5,2LO.87

150.89

233.86

57.40

176.60

LL.25

63.21"

Ni l 23,932.76

4,O4t.97

_2,60t.oL

1,003.78

L5L.54

517.53

40.2L

163.18

. 1L.25

2.94

Nil 18,533.41

TOTAL 24,932.76 18,533.41



KARNATAKA NEERAVARI NIGAM LIMITED, Bangalore

EDULE:: l-  1: DUE FROM GOVERNMENT/GOVT. AGENCIES

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

(Rs.  in Lakhs)

(Rs. in Lakhs)

PARTICULARS AS AT 31.03.09 AS AT 31.03.08

7

2

3

4

5

Due from Govt. - (Other Adjustments) - Net

Due from Govt. - (Water Rates)

Due from Govt./Govt. Divisions

Amount Released for l\etravathi Project

Advance to Minor lrrigation Department

35L.27

1,764.78

54.66

200.00

1,800.00

L58.20

r,764.L8

1t_9.58

200.00

1,800.00

TOTAL 4.470.LL 4.O41_.97

PARTICUI.ARS AS AT 31.03.09 AS AT 31.03.08

L

2

3

4

5

6

7

8

Interest accrued on mobilisation advance paid to
Contractor

Interest accrued but not due - Term Deposits

Tax deducted at Source
(2006-07 - Rs. 97.13
2007-08 - Rs. 1.27.53
2008-09 - Rs. 147.38)

Due from Karnataka Power Corporation Ltd.,

Due from Krishna BhaS/a Jala Nigam Ltd.

Interest Receivable on FD's

Amount due from Brindivan Hvdro

Other Receivables

240.24

97.20

372.O4

3.65

6.03

13.56

Ni t

7.29 740.O7

139.40

2L.90

224.66

3.65

6.73

258.L5

156.18

4.04 81.4.71.
TOTAL 740.O1, 4t4.7L
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SCHEDULE - K: CURRENT LIABILITIES

SUB-SCHEDULE K- 1 :: SUNDRYCREDITORS - OTHERS

Sundry Creditors

For Supplies / Services

For Contractors' Payments

For Expenses

Others

Trade Deposits & Advances

Interest Accrued but not due on Government Loan

Other Liabilities

Tax Deducted at Source

Provident Fund Contribution

Amount due to Employees

Guarantee Com mission Pavable

83.23

28,655.59

913.97

4,,385.44

749.2L

4L.49

o.22
q,L76.4O

5,45

5

100.59

1'8,724.83

r,474.67

6,346.38

446.84

34.72

v . z v

5,553.04

26,646.47

4,55L.77

48.5!

6,038.79

A

1"

2

B

L

2

3

4

5

6

7

8

9

10

LL

Statutory Liabilities

Royalty Recovered Payable

Sales Tax Recovered Payable

Other Liabilities

Leave encashment payable

Leave Salary contribution deputed employees

Pension Salary contribution

Advance - Deposit Contribution Works

Employee Recoveries ^.i'

NSC - Contractors

Stale Cheques

Contractor's Benevolent Fund

Advance/Deposit - Water Rates

Due to Contractors (fthers)

Misc. Liabilities

729.39

L,547.a6

0.33

0.53

1.03

42.96

55.1_9

t.22

61.61

31,.72
4.98

x,906.66
t.97

1,255.O5

1,099:10

9,21

053

1q3.
. 57.4,7

59.54

o.t4
' 

77.99

LL.2l
4.95

3,768.31

L.82

2,354.16



knnruRtRxA NEERAVARI NIGAM LtMtrED, Bangatore

(Rs. in Lakhs)

PARTICUIARS AS AT 31.03.09 AS AT 31.03.08

'ment)
2.OO

Ni l

11.69

t8.52

2.28

Ni l

63.84

7.4L
" TOTAL 32.21 73.54 i l

SCHEDItrE. * : ffiELlM EXPENSES
(Rs.  in Lakhs)

PARTICULARS AS AT 31.03.09 AS AT 31.03.08 I
680.17 680.17 I

TOTAL 680.17 680.17

scHEwff,F, t igprnu ON GOVERNMENT SCHEMES (Rs. in Lakhs)

PARTICULARS AS AT 31.03.09 AS AT 31.03.08 1l
( i )

( i i )

( i i  i )

(iv)

Expenffieon CADA

experd&re on Nammu

fxperr&re on Namma

Experdftre on SCP/E

'a Bandaras

Hola Namma Raste
)Works

9,674.58

393.43

285.12

1,933.10

9,254.07

381.04

245.t2

434;21,

TOTAL 42,286.22 LO,354.44

\
\

\
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SCHEDULE - o: EXPENDITURE DURING OONSTRUCTION PERTOD

(D. Satya Murty)
Mana$nglDirector

Per Our Report (X Even Date
For Manian & Rao

Chartered Aocsuntants

(R. S*lkanth)
Paftrer

Mem.ldo.203138

EXPENDITURE

Employee Remuneration & Benefits

Assets Maintenance

Ad ministrative and General Expenses

Director's Remuneration & Benefits

Interest

Loss on Sale of Inventories

Depreciation

Wealth Tax

Fringe Benefit Tax

o - 1
o - 2
o - 3

7,L81,.32

3,O80.34

2,263.5L

16.56

4,543.48

38.@

350.37

2.OO

7734

6,877.03

2,326.29

3,429.00

6.66

7,598.05

Ni l

296.87

2.28

4L.69
TotalExpenditure (A)

B

T

2

3

4

5

6

7

8

9

10

LL

T2

LESS:: INCOME EARNED

Water Charges

Rent Collected

Application and Enrollment Fee

Hire Charges

lnterest Earned

[TDS :Rs. L47.38(Previous yr - ns.fZZ.S3)]

Sale of Tender Books

Hard Rock Recovery/Cost of Rubbles Supplied

Profit on Sale of Fixed Assets

Penalties

Excess provision written back - Inventories

Excess provision written back - Others-

Other lncome

532.10

131.59

4.O2

1.68

572.77

986.05

343.70
. 2t.97

4L.31

46.45

56.32

24.4L

804.19

85.15

7.66

2.37

765.98

t,5L9.92

270.85

13.05

131.01

4.64

Nil

18.85
Tota l lncome(B)

EXPENDITURE FOR THE YEAR ( A- B )
ADD: OPENING BAIANCE

LESS :: EXPENDITURE DURING CONSTRUCTION
WITHDRAWN DURING THE YEAR !

TOTAL EXPENDITURE AS AT 31.03.09 ( C + D - E)

(K.S. Raveendra Prasad)
General Manager - Finance

Place: Bangalore
Date: 1O.09.09

Place: Bangalore
Date:10.09.O9

(G.S. Prakash)
Company Secretary

(D.N. Desai)
Director



KARNATAKA NEERAVARI NIGAM LIMITED, Bangalore

PLOYEE REMUI'IIERATION & BENEFITS (Rs.  in Lakhs): : U . J .  E

PARTICUIT-ARS 2008-o9 2007-o8

L

2

3

4

5

6

7

8

Salary

Leave Salary Contri buti(

Uniform Expenses

Medical Reimbursemen

Home Travel Concessior

Staff Welfare Expenses

Contributisr to Provider

Gratuity

n/Leave Encashment

t Fund & Other Funds

7,047.98

40.50

Ni l

62.9t

0.15

L6.92

8.69

4.L7

6,693.09

7.27

0.o1

66.L2

0.03

40.13

6.53

63.84

Total 7,t81,.32 6.877.03

SUE-SCH€IXAE :: O-2 ASSETS MAINTENANCE
(Rs. in Lakhs)

PARTICULARS 2008-09 2007-08

L

2

3

4

5

6

7

8

9

10

Buildings & Colonies

Reh & Rest, Electricals

Canals & Distributories

ffiiee Equipments/Con

Roads, Bridges & Culve
- Nammura Bandaras

Vehicles

Lift lrrigation

Barrages

Dam & Reservior

Furniture & Fixtures

luters

ts

208.59

o.32

1,862.80

35.80

73.06

304.40

525.32

L2.77

56.59

0.69

262.63

1,.t3

t,230.33

30.15

3L.25

259.79

274.34

139.36

66.15

30.51

t.26

Total 3.O80.34 2.326.29
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SUB-SCHEDULE :: O - 3 ADMINISTRATIVE AND OTHER GENERAL EXPENSES
(Rs.  in Lakhs)

PARTICULARS 2008-09 2007-08

8

I

z

J

+̂

5

6

7

10

LL

t2

1_3

L4

15

16
4 1
L I

18

19

20

2L

22

Rent

lnsurance

Rates & Taxes

Postage & Telephone Expenses

Printing and Stationery

Electricity Charges

Travelling Expenses
- Managing Director & Other Directors
- Others

Audit Fees including Service Tax
- Statutory Audit
- Tax Audit Fee

Bank Charges

Afforestation Expenses

Crop Compensation

Hire Charges

Testing Fee

Publication of Notices

Legal and Professional Charges

Sitting Fees

lssue Related Expenses
- Rating/Surveillance Fee
- Other Payments
- Registrar & Transfer Agent's Fee
- Trustee Fee

Guarantee Commission

Software & Network Expenses

E - Tendering Expenses

Publicity Expenses / Inaugural exp

Other Administration Expenses

L . 9 4

255.30

5.03

0.65

3!.94

1.69

0.54

1.96

78.3L

1_0.81

16.86

52.09

138.36

7L2.26

257.23

5.68
(3.44)

3.61

7.14

83.75

11.39

109.36

60.93

0.58

36.74

623.36

1.34

L2.OO

LL.49

34.26

L.4a

232.77

5.13

0.54

34.37

2.L5

0.49

1,.92

73.20

LO.73

L4.50

51.89

155.83

578.78

234.26

5.67

5.92

ra7.o7

86.78

7.57

53.50

62.17

0.67

38.93

830.07

1.85

t2.oo
8.03

27.O2

Total 2.263.5L 2,446.45



The Preparation of financial sta{ements is in conformity with GenerallyAccepted Accounting Principles (GAAP) and requires
management to make estimafts and assumption that affect the reported amounts of assets and liabilities and the
disclosure of Contingent liabilitles on the date of the financial statements. The estimates and assumptions used in the
accompanyin$ financial statempnts are based upon management's evaluation of relevant facts and circumstances as of
the date of the financial statemf nts. Actual results could differ from those estimates. Any revision to accounting estimates
is recognized prospectively in c(rrrent and future periods.

1f f i t
i k{i&# l

$GffiDtJ LE:P :: SIGN I Fl GANT ACCO UNTING POLtCt ES

up with the specific task of implementing certain irrigation
e met as far as practicable, by water rates demand raised for
/ernment of Karnataka for carrying out its functions. Hence,

the financial statements are pr$pared on a going concern basis.

1,. BASTS OF

The financial statements are under historical cost convention on a going concern and accrual basis considering
the requirements of the ies Act. 1956.

2. USE OF ESTIMATES

3. CAPITAL WORK IN

The irrigation projects being ented by the company envisage completion of entire project consisting of dams,
canal systems, canal network, lrrigation Schemes, etc. in an integrated manner as this forms a composite network.

ised only on completion of the respective projects in entirety. Until such completion,Accordingly, the cost will be
expenditure incurred on (which includes in certain cases part paymentg for works completed pending approval
of competent authority) is under Capital Work in Progress against appropriate heads.

4. EXPENDITURE DU CONSTRUCTION

The irrigation structures ng of canals and other irrigation systems, which have been completed and water is let into
them is continued to be shown
incurred on such assets is
period.

capital work in progress in terms of Accounting Policy No.3. The revenue expenditure
under Expenditure During Construction after deducting income earned during the
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5. ALLOCATION / APPORTIONMENT OF ESTABLISHMENT AND ADMIN
COMPLETED PROJECTS

EXPENSES ON

(a) Expenses of Sub division/ Division exclusively involved for the project is allocated to the concerned project.
(b) Establishment and Administrative charges (net of income not specific to projects) of executing division

handling various projects is allocated in the proportion of expenditure incurred t$ the totat expenditure of all the
projects executed by that division during that year as per Annual works progra (AWP).

(c) Establishment and Administrative charges (net of income not specific to other ) of Administrative and
Maintenance Divisions involved in a project either directly or indirectly is allocated f n the proportion of expenditure
incurred to the total expenditure of all the projects supervised by that division puring that year as per Annual
Works Programme (AWP).

(d) Establishment and Administrative charges (net of income) of Central office and fiegistered office is allocated in
the proportion of expenditure incurred to the total expenditure of all the projects qf KNNL during that year as per
Annual Works Programme (AWP).

(e) Establishment and Administrative charges allocated to the Project is apportioned to tne individual assets of the
Project in the ratio of cumulative hard cost incurred til l the date of capitalisation.

6. F|XED ASSETS/ ASSETS UNDER CONSTRUCTTON

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

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

3.2 Roads include appurtenant bridges.

3.3 Land Cost includes acquisition cost, interest paid upto the date of taking posses$ion, enhanced compensation,
interest awarded by the courts, expenditure on rehabilitation, structures, Crop Cofnpensation and social forestry
for project affected local people,4amilies.

7. BORROWING COST

(a) Borrowing cost includes interest on bonds, term loans, and guarantee CommiNsion payable to Government,
Arrangers fees, Listing fees, Rating & Surveillance, Trusteeship fees etc.,

(b) Borrowing cost incurred net of interest income is allocated to each Project in fthe proportion of Expen{iture
incurred for that project to the total expenditure incurred for all the projects of KNNL during that year as per
AnnualWorks Programme (AWP). l

(c) Borrowing cost allocated to the Project on completion is apportioned to the individual assets of the project in the
ratio of cumulative hard cost incurred til l the date of capitalization.

8. DEPRECIATION

under Schedlle XIV to the Companies Act,

rate of depreciation of 3.34o/o has been

Depreciation is provided on straightJine method at the rates provided
1956, in the manner stated therein except in respect of:

(a) Roads and Buildings (other than Factory Buildings) where a higher
adopted.
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KARNATAKA NEERAVARI NIGAM LIMITED, Bangalore

(bi Furniture and Fixtures costing less than Rs. 5,000/- which are fully depreciated in the year of purchase.

(c) In respect of assets held by the Company pending transfer to Government of Karnataka, no depreciation is

charged on the assets.

9. INVESTMENTS

Investments in Shares of Water Users Cooperative Societies are treated as Long Term Investments and are disclosed

at Cost. Provision for diminution in the value of long term investments is made only if such a decline is other than

temporary in the opinion of the management.

10. INVENTORIES

lnventories are valued at cost / market value whichever is less (ascertained on First in First out basis). Inventories

comprises Stock, Tools & Plants & Released Articles & Cost includes purchase price, freight and other incidental

expenses.

11. RETIREMENT AND OTHER BENEFITS

L1.1,. Employees on deputation from the Government

a) The company has been exempted from contributing towards pension and leave salary in respect of these

employees (other than the Managing Director) during their period of service in the company. However leave

encashment availed by such employees during their service with the Company is regulated as per Karnataka

Civil Service Rules (KCSR).

b) The pension and leave salary contributions of Managing Director is being provided/remitted to the

Government on actual basis as per the terms of appointment.

L1-.2. Employees on deputation from Public Sector Undertakings

Applicable pension and leave salary contribution as also Provident Fund Contribution is being provided/

remitted as per terms of the deputation on actual basis.

aL3 Employees on Contract

The Company provides for retirement benefits in the form of gratuity and leave salary contribution. Such
- defined benefits are charged off to 'Expenditure During Construction Period' based on actuarial valuation, as

at the balance sheet date made by independent actuaries.

!1,.4 Supernumerary employees

Provident and ESI benefits are not eKended to Supernumerary employees working in Project areas of Nigam.

Hence no provision for Provident fund and ESI is made in this regard. Retirement benefits, if any, shall be

recognised and accounted on payment.

12. WORK BILLS AND EXPENDITURE

Liability for work bills (in respect of both capital and revenue account) as at the end of the year is recognised

in respect of such of those bills received at the Central Office before 31st May of succeeding financial year.

Liability for other outstanding expenses as at the end of the year is recognised to the extent ascertainable

and / or paid before 31st May of subsequent year.

L2.L

12.2
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L Z . J claims on the company for price variation in respect of contracts are accounted for on acceptance by the
competent authority.

13. PRELIMINARY EXPENSES

Preliminary expenses will be written off over a period of three years upon capitalisation of project.

14. EXPENDITURE ON GOVERNMENT SCHEMES

Expenditure incurred on Government schemes like CADA, Namma Hola Namma Raste, Nammura Bandaras, SCp, TSp
works will be written off over a period of three years upon capitalisation of the project.

15. PROVISION, CONTINGENT LIABILITIES AND CONTINGENT ASSETS
Provisions involving substantial degree of estimation In measurement are recognised when there is a oresent
obligation as a result of past events and it is probable that there will be outflow of resources. Contingent Liabilities are
not recognised but are disclosed in the notes. Contingent Assets, if any, are neither recognised nor disclosed in the
financial statements.

16. CURRENT AND DEFERRED TAX

Provision for current Tax is made after taking into account benefits available under the Income Tax Act, 1g61. Deferred
Tax resultinS from "timing difference" between book and taxable profit is accounted for using the tax rates applicable
in the ensuing year. Deferred Tax Asset is recognised only to the extent that there is a reasonable certaintv that the
assets will be realised in future.

17. IMPA|RMENT OF ASSETS (ACCOUNTTNG STANDARD 28)

Being an irrigation infrastructure, the cash earning assets of the company comprises of Dams, Canal Systems, Lift
irrigation Schemes, Barrages, and Bridges etc. There is no precedent of such assets being marketed in an arms length
transaction, Further, the life of the canal systems and other class of assets having been ascertained as 100 years.
It is not possible to project the estimated future cash flows during the balance life of these assets with reasonable
accuracy. In view of the above, it is not possible to arrive at the estimated future cash flows and value in use and hence
it is not possible for the company to ascertain whether there is an impairment loss.



NIGAM LIMITED, Bangatore

t. EXPENDITURE DURING CONTRUCTION PERIOD

a. The projects implementled by the company are in various stages of completion and none of the projects have
been completed in its efitirety as at the end of the year other than Harinala Project. However, as per Government
of Karnataka letter No. WRD 12 KNN 2008, Dt 22.09.08 the Government has agreed to exhibit the assets of
Harinala Project under 1'Assets pending transfer to GOK". Therefore, the company has prepared a statement of
Expenditure During Conbtruction (pending capitalisation) in aciordance with the disclosure requirements of Part
ll of Schedule Vl to the Oompanies Act, 1956.

b. The schedule of Expendliture During Construction Period will be reviewed and capitalised or treated otherwise in
accordance with the no(mally accepted accounting practices on completion of the project(s) in its entirety.

2. PROJECTS IMPLEMENTED BYTHE COMPANY

The company is a Speci{l Purpose Vehicle set up with the sBecific objective of implementing new irrigation projects
as also completing cert4in ongoing irrigation projects.

The Government of Karriataka (Government) has entrusted to the company implementation of certain major and
medium irrigation projedts in the Krishna Basin, Varahi Project (west flowing river) and Six Minor lrrigation works
of Uttar Kannada Distridt.

The Governmenthas alsdtransferredthe Engineeringdivision and establishments of Malaprabha and Ghataprabha
Command Area Develoflment Authority (M&GP -CADA) to the company and has permitted it to provide funds for
field irrigation channels [FlC's) works on behalf of the Government and to execute the works of M&GP -CADA and
to claim reimbursemen! (as grant) from the Government of India (viz. 50% of cost of FIC's). The reimbursement
from Government of India is accounted on receipts of claims.

The expenditure incurred on GovernmentSchemes like CADA, Namma Hola- Namma Raste, Nammoora Bandaras,
SCP/TSP does not form part of the Assets of the Nigam. Hence the same is grouped now under Miscellaneous
Expenditure (to the extQnt not written off) - Schedule 'N' after netting off of the reimbursement received from
GOl. The expenditures Were grouped under'Expenditure During Construction Period' in the earlier years.

3. DEIAILS FOR PROJECT.WISE EXPENDITURE
CAPTTALISAT|ON) TNCURRED TtLL 31St MARCH'09

a .

b.

d .

DURING CONSTRUCTTON (PENDtNG

Rs. in

SL
No

PROJECTS Up to 31.3.08
FOR THE YEAR

2008-o9

Total Amount
Withdrawn from

EDC
Up to 31.3.09

7

2

3

-

5

o

7

GHATAPRABHA

MALAPRABHA

UPPER TUNGA

HIPPARAGI

GANDORINAI-A

BHIMA

SINGATLUR

25,920.87

29,056.84

6,333.03

L,745.72

L,040.42

995.53

598.06

3,021,.67

4,623.53

886.86

336.64

153.01

L98.74

L23.55

6,227.84

2,96L.70

238.31

394.33

389.05

1_.01

22,7L4.70

30,7L8.67

6,981.58

1,688.03

804.38

1,,L94.27

720.60
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8

10

77

t2

T3

t4

75

1_6

17

1_8

!9

20

21,

22

23

24

MARKANDEYA

HARINALA

DOODHGANGA

BENNETORA

AMARJA

LOWER MULLAMARI

TUNGA LIFT
ITAGISASALWAD

BASAPURA LIFT
VARAHI

KALASA NALA
BANDURA NALA
BHADRA MODERNISATION
UPPER BHADRA PROJECT
DHANDAVATHI PROJECT
OTHERS EXPENDITURE*
Interest

r .94

2.72
' o.44

3,259.20

1,028.00

0.72

1.53

837.58

2r9.87

433.39

r92.24

15,250.38

80,664.67

196.10

238.28

107.35

2L4.O4

45.62

739.83

382.97

1.83
7,739.84

4,543.48

L.94

o.44

2,659.77

(228.91)

544.2L

o.72
1.53

L,O51.62

265.49

t,r73.22

575.2L

1.83
77,238.94

83.402.97

*Note: (i) These expenditure will be apportioned to the respective projects on its in entirety.
(ii) The present status of the respective projects are enclosed in Annexure.

$.*
4. TRANSFER OF ASSETS AND LIABILITIES

The Government has so far transferred the assets and liabilities relating to Upper
canals), Ghataprabha and Malaprabha projects only. These are taken ipso facto
company and are subject to physical verification, reconciliation and review for write off andlor adjustments.
The assets and liabirities reratingto other projects wiil be accounted as and when are transferred to the company.

5. EXPENDITURE ON EMPLOYEES

6. SECURED LOANS

a- The bonds, interest, trustees remuneration and all other monies relating are secured by a first mortgage
and charge (which shall rank pari passu for existing and future borrowings):
i' on such of properties of the company as rnay be agreed in consurtation

Projects (excl ud ing existing
to the books of account of the

with the Trustees, subject to a
mrnlmum asset cover of 7-25 times of the outstanding in such form anq as may be agreed to by and.
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between the company and the trustees.

i i .  A f i rs t  charge on a l l  monies received /  lo  be received in the designated account  of  the company f rom

the Government  ( inc luding on account  of  sa le of  water  f rom i r r igat ion and power generat ion)  pursuant  to

obligations undertaken by the Government.

The Bonds issued by the company upto Series VA are in physical form. The company has so far issued certif icates

upto Series lV (comprising lV and IVA).

In terms of tripartite agreements between the Government, company and the trustees, the Government has

agreed to make year ly  budgetary prov is ion dur ing the ent i re tenure of  secured loans an amount  equal  to  the

interest payment/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 ILTC of the Companies Act; 1956.

7. UNSECURED LOANS

The Government of Karnataka has released Rs. 4.90 crores (7O%) as loan towards road works vide GO No. PWD 1-1-7

FBC 2005 dt 14.03.06.

8. F|XED ASSETS / CAPITAL WORK lN PROGRESS

a. Other Assets under Capital Work in Progress includes:

i. Rs. 273.83 Crores representing establishment and other administrative expenditure transferred by

Government on incorporat ion.

ii. Rs. 32.73 Crores (Previous Year Rs. 26.95 Crores) representing share of common expenditure (along with

Government of Maharashtra) incurred in resp.ct of Doodhganga Project on the basis of claims received from

Government of Maharashtra.

b. 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.

c.  During the year the Company has capital ised land for an amount of Rs.48.60 crores based on the ut i l isat ion

certificates received from concerned SLAO's. Value of land brought into books of account of the Company 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.

d. The expenditure on account of Rehabilitation and Resettlement grouped under Capital Work in Progress includes

expenditure incurred in connect ion with rehabi l i tat ion act iv i ty and same wi l l  be capital ised along with the land at

the time of capitalisation of the completed project.

e.  Unt i l  the Financial  Year 2007-08, Expenditure During Construct ion Period which included Expenditure on

Government Schemes like CADA etc, was disclosed under the head "Miscellaneous Expenditure" (To the extent

not written off or adjusted) in the Balance Sheet. However during the current year in order to give a better

presentation, the expenditure on Government schemes were removed from Expenditure During Construction

Period and accounted under Miscel laneous Expenditure. Expenditure During Construct ion Period which can be

apportioned to the assets of the various projects are disclosed under Capital Work in Progress.

The schedule of Expenditure During Construction Period will be reviewed and capitalised or treated otherwise in

accordance with the normally accepted accounting practices on completion of the project(s) in its entirety and

l {
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pending capitalisation the same is disclosed under capital work in progress Schedule D2 of Balance Sheet.
f. No provision/adjustment in the accounts has been made for value red

disposal and few ord items, which are sparingry used, pending receipt of
6

h .

Vehicles amounting to Rs.1.o9 crores are pending transfer in favour of the
Depreciation on Roads transferred by the Government has been provided by
pending identification and classification between metatted and non_metailed

in respect of items identified
details.

ting the same as metalled roads
Capital expenditure on Roads

includes expenditure incurred in respect of roads where transfer of ownershiis yet to be completed.
The work of Bellarynara rrrigation project (BNrp) was entrusted to

the year, complaint was received by the Nigam alleging irregularities in the of running bills of the BNtp.
Based on the preliminary investigation bysE, GLBCJamkhandi an amountlof Rs. 14.64 crores was assessed

j' GoK vide letter No. wRD 43 NPc 2oo7, dt.28.rl.o7 has directed KNNL $ arrange to make payment upto
Rs'2'737'35 lakhs towards pending bills for Bhadra Modernisation works prior to entrustment of the works to
Nigam' The Board in its 38th meeting held on 28.t2.o7 and in its 44th meetiirg hetd on 2b.06.09 has approved
the total payments upto Rs.2737.35 lakhs after scrutiny of the submitted bills fpllowing due procedures as perthe
departmental norms and also with specific recommendation of the competentiauthority in this regard. The Nigam
has incurred an amount of Rs.702-50 lakhs upto 31.03.09 in respect of sudn bills. The bills for the remainins
amounts are under various stages of scrutiny and the same will be accountedlfor after due verification.

9. INVENTORIES

Hard rock extracted during excavation for civil work is not valued as the realisabilitf is contingent upon its utilisation/
sale in its present form. The same is brought to books on sale-: I

10. SUNDRY DEBTORS

a. Dues from lndustrial Unit

In terms of mutual settlement water royalty revenue amounting to Rs. 7.09 crQres (including interest of Rs. 1.75
crores) has been written back in the earlier years. The Hon'ble High court of {arnataka vide orders dt. 17.06.06
has also directed the lndustrial Unit to pay royalty and other charges until the Stpte Government takes its decision.
The settlement is pending formar concurrence of Government.

b. Dues from farmers Rs.30.41 crores:

Company is in the process of establishing necessary systems to recover thp dues. In view of the above. no
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provision for overdue is considered necessary at present.

c. Due from Karnataka Power Corporatioh Limited:

Agreement is yet to be executed with the corporation in respect of revenue towards use of water for power

generation. Income has not been recognised in the books of the company ti l l  date.

l l .ADVANCES

a. Due From Government (others):

This represents dues arising out of incorporation of assets and liabilities on the formation of the company and
subsequent reconciliation of these items.

b. Balance with Special Land Acquisition Officers:

Represents sums released towards land acquisition and other maintenance expenditure of some of the offices.
The company has capitalised an amount of Rs. 379.82 crores out of advance released Rs. 518.41 crores upto
2008-09 based on the Utilisation certificates furnished by the Special Land Acquisition Officers.

c. Due from Staff:

Necessary entries will be effected on reconciliation of staff a'dvances with the records maintained in divisional/
Filed Offices, which is under progress.

12. OTHER CURRENT ASSETS

Rent from occupants of quarters and other building (other than employee's of the company) and electricity charges
recoverable as per norms are accounted on accrual basis to the eKent ascertained. Necessary action is being taken
to ascertain the arrears and recover it from the concerned occupants/authority as a lso to get the premises vacated by
unauthorised occupants.

13. DISCLOSURE IN TERMS OF MANDATORYACCOUNTING STANDARDS:

a. PRIOR PERIOD ITEMS (ACCOUNTING STANDARD 5):

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

b. EMPLOYEE BENEFTTS (ACCOUNTTNG STANDARD 15)

As per As-1-5 "Employee Benefits", the disclosures of Employee Benefits as defined in the Accounting Standard in
respect of Employees on Contract are given below:

Defined Benefit Plans:

Reconciliation of opening and closing balances of the present value of the defined benefit obligation:

GRATUITY
(Unfunded)

LEAVE ENCASHMENT
(Unfunded)

Obligations at period beginning*

Service Cost

Interest on Defined benefit obligation

Benefit settled

Actuarial (Gain/Loss)

7,52,L36

L,7L,972

72,590

1'72,437

11-,08,527



leaving service or retirement in the calculations. The valuatipn is done as per
and relied upon bythe Auditors.

The Liability was determined using Projected Unit credit Method taking inio

Note: During the year, the Company obtained the actuari4l valuation for
respect of Employees on Contract from an Actuary both for the curr€nt year
the valuations given by the Actuary for the year, the Company has reworked
change has been given effect in the Expenditure During Oonptruction.
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Gratuity
Leave

Encashment

Accrued Liability as on l1_.03.08 10,29,644* 7,41,,151
Accrued Liability as on
Report dI. Ot/Og/O9

01-.04.08 as per Actuarial Valuation 7,52,t36 7r,o8,527

Excess/ (Short ) Proviron made in 2007-08 2,77,508 (3,67,376)
* ln 2007-08, the profision for gratuity was made at Rs.63,84,3O4/- (Total Service Gratuity) instead of
Rs.10,29,644l- (Accrupd Gratuity) resulting in excess provision of Rs.53,54,660/-.

The excess provision of
during the year and rec

Ihe short provision of F

SEGMENT REPORT (AC

;.56,32,L68/- (Rs.53,54,660 + Rs. 2,77,5O8) in respectbf Gratuity has been v
:ed from the Expenditure during Construction Period.

3,67,376/- in respect of Leave Encashment has been debited under Employee

)uNTlNG STANDARD 17):

The company is executitlg various irrigation projects entrusted to it by the Government, which are under various
stages of progress. Hen$e, the company has no reportable segments.

d. RELATED PARTYTRAN$ACTIONS (ACCOUNTTNG STANDARD 18):

The company is a state cbntrolled enterprise (as defined in clause 1O of the Standard) and accordingly information
in respect of key mana(ement personnel [as detailed in Note 18 (a) below] only is furnished as required under
clause 9 of the Standar$.

e. OPERATING LEASE (ACqOUNTING STANDARD 19):

The Companies'signific{nt leasing arrangements are in respect of operating leases in respect of operating leases
of premises for offices f,nd residential use of employees. These leasing arrangements are usually renewable
on mutually agreed terfis but are not non-cancellable. Lease rentals in respect of premises for offices and
residential use of empl@ees are shown as Rent in Schedule O - 3 Administrative & other General Expenses.

14. CURRENT LIABILITIES

withdrawn

e Benefits.

a. Liability towards munici$al taxes pending mutation in favour of the company is accounted on determination.

. b. No provision has been rfade towards Interest accrued but not due in respect of broken period of bonds amounting
to Rs. 8.70 Crores.

c. No provision has been r]nade towards additional quantity (over and above approved by competent authority) of
works executed at UppQr Tunga Project pending finalisation and approval by competent authority in respect of
rates as weil as additionial quantity for which payment has to be effected.

d. No Provision has been nfade in respect of 1% cess of cost of construction to be remitted in favour of "Karnataka
State Building & Other Construction Workers Welfare Board" for the work entrusted to contractors prior to
01.11.06.

15. PROVTSION FOR INCOME TAX

The Company is preparing a Profit and Loss Account every year for Income tax purposes. The'expenditure under the
head "Expenditure during Coirstruction Period" is apportioned between revenue and capital as follows:

a. Wherever the divisions {re generating water charges tOOW of R&M expenses are charged to P&L -Account.
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In respect of other divisions the R&M expenses are allocated between capitar and revenue in the ratio of 70:30.Indirect expenditure including Administrative expenses and Depreciation are apportioned between capital andrevenue in the ratio of 70:30.

I 
t"rt:Tt of Interest on borrowings for project expenditure are atiocated between capital and revenue in the ratio

Afforestation and crop compensation expenses are fully treated as capital expenditure.
The income shown under the head "Expenditure during construction period,, is fully treateo as revenue for theyear.

,tT"t 
on the /above treatment there is no taxable income for the year. Hence no provision is made for Income

16. GENERAL

a' 
;#tl::::^":jf:litllll1tn" 

current assets, toans and advances have a varue on rearization in the;,;;;;"",il;#ffi:i
b . Previous year figures have been regrouped/reclassified/recast wherever necessary to make them comparablewith the current year's figures.
c' Balances underAdvances' deposits, creditors for supplies, trade deposits and advances are subject to confirmationano consequential adjustments.

d. 
ffj"il:;"ff:,,:1r:,:':y::_:r^.i" i:::,:,viz., 

Harinara on its compretion in entirety as per accounting
lllil)l:l;Ji,l"^":::::::::^":1.'": ::::vided on the assets during,h" v;;;;; ;;;;;';;"ff:'#;;

u,.'ur.;;;;,;;;; '

:::"1:: ?:':::i::.^:..: 
'::f.""lof Harinara project have not been identifiecr ssp6r6{sry as the expenditure

:X::lt"' 
in respect of the project is very nominal when compared with the overail expenditure for ail theprojects

f. The company has not received information from any of the vendors regarding their status under the Micro, SmallMedium Enterprises Development Act, 2ooo and hence disclosure relating to amounts unpaio as at the year endtogether with interest paid/ payabre under this Act has not been given.
The company has not recognized Deferred rax Asset/ Deferred rax Liability on the basis of pruoence.

17. ADDITIONAL INFORMATION

a.  Manager ia l  Remunerat ion:

_s or expenditure on foreign exchange. (prevrous vear _

h

o .

e .

f.

o

Name

Q h r i  D  a

Pay &
Allowances Other Benefits

LJ r d 6 l rts, ECIOT

(Previous year)
S h r i  P N  Q r a o n i ' o

L5.37 0.31
6.78 o.47

J rq6 i l  t6  tJ t reu [or 0.88 Ni l
o.57 NiI
Nit 0.13
Nit o.o9

Nir)
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Maintenance expenditure on Roads includes expenditure incurred in respect of roads where transfer of ownership

is yet to be completed.

Contingent Liabilities:

i. Estimated amount of contracts remaining to be executed on capital account not provided for (to the extent

ascertained) Rs. 1,307.05 Crores (Previous Year Rs. 986.73 Crores)

ii. Claims against the company not acknowledged as debt (to the extent ascertained) Rs. 46.56 crores (Previous

Year Rs. 2I.22 Crores)

iii. Other monies for which the company is contingently liable (amount not ascertainable)

a) Land acq u isition cases (incl ud i ng enha nced compensation/interest).

b) Claims on account of various arbitration proceedings, labour cases and court cases.

Notes:
t. The company does not expect any reimbursements in respect of the above contingent l iabil i t ies.

2. The cash flows in respect of matters referred to in (d) above may be expected to occur during the financial year 2oo9'2o10 and

subsequent years.

3. lt is not,practicable to estimate the timing of cash outflows, if any, in respect of matters d(i i) and d(ii i) above pending resolution of

the arbitration,i appel late proceedings.

18. ADVANCE TOWARDS EQUITY

GoK vide tetter No. pwD 132 FC - I/oB, Dt. 20.03.08 invited the reference to G.o. No. FD 100 BFC 2005 dt. 25.Lo.o7

and informed that the government has decided to re-capitalise Karnataka State Finance Corporation (KSFC) by routing

the investments of the State Government in the Public Sector Undertakings. Accordingly, KNNL has received from

KSFC an amount of. Rs.87.03 crores during the year and an amount of Rs.12O crores in the previous year towards

Share Capital. The same has been shown under 'Advance Towards Equity '. The Board of KNNL in its 44th meeting

held on 25/06/2009 allotted 12,00,000 Equity shares of Rs.1000/- each to KSFC.

o .

(K.S. Raveendra Prasad)
General Manager - Finance

Place: Bangalore
Date: 1O.09.O9

Place: Bangalore
Date:10.09.09

(G.S. Prakash)
Company Secretary

(D.N. Desai)
Director

(D. Satya Murty)
Managing Director

Per Our Report Of Even Date
For Manian & Rao

Chartered Accountants

(R. Srikanth)
Partner

Mem. No.203138
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Part icu lars
Progress as on 31.03.2009.

Ghataprabha project

(1) Dam works
(2) cLBc (10e Km.)
(3) cRBc (199.093 Km.)

(4) Distributories under GRBC (37 nos.)

(5)  Chikkodi  Branch Canal(88 Km.)

(6) Distributories under CBC (25 nos.)

Completed.

Completed.

Out of totat tength of j_99.093 kms a tength of l :km hasoeen completed. Water let out for irrigation upto km.132 &trial run upto km.16O. Works are coirpleteJ'rp,o km.119& triat run upto km.16O. Works 
"r".ornpllilo 

upto km.119(except balance tining in km.82, 33 & 9i) tzS, izq, tzil"1-30, 132 to L34,136 to I43, L4}to 190. tn km.!20_L2Iand km.125 to 126, rescinding of contract is in progress.
In the remaining reaches works are uniJer various stages ofprogress upto km.199.093. There is a major aqueduct inkm.160 and the work is completed.
There are total 37 distributary blocks under GRBC. Worksare completed in distributory blocks t lo 26, 2g to 30except km.13 to 15 in forest of block No.24. Works in blockNo.27 is in progress. Works in btock No.3l iexcept km.3)& 33 are completed. Works in block No.31'to 37 are inprogress.

works compreted to its fuil rength of gg Kms and water retout for irrigation.
Works completed in all Blocks except Railway crossing inKm.21.t6O in Block no.2L.

Malaprabha project

(1) Dam works
(2) MRBC (1"42Km.)

(3) MLBC (150 Km.)

(4) Distributories under MRBC (60 nos.)

(5) Distributories under MLBC (58 nos.) Works completed upto block no.1to 5g.

Completed.

Length completed upto Krn. 134 and 137,to 142. Water letout upto 131 km. Works from km.L34 to fSZ are nearingcomplet ion.

.L.ength compreted upto Km.15O. water let out upto 132Km.

Works completed in block nos.l to 52, 53A, 538, 54; 55,& 564. Works in block nos. 568, 56C, SZ, Se, 59 & 60are under progress. Works in Dy.No.59D in block No.59 isunder progress.

HippargiProject
(1) Barrage works

(2) L.l. Systems : Head works

unoer progress. Savalgi_Tungal 4th stage is completed.

Barrage works compreted. Fabrication and erection ofcrest gates works completed. Water is being stored in thereservotr.

The works for the lifting systems of two foreshore Llschemes, namely Halyal  and Ainapur on turnkey basis areentrusted. The works of Ainapur lifting system and HalyalStage-l & Il completed. Works of N"7irn*rtni 3rd stage
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(3) Canals Ainapur East Canal is27 km and West Canal is 52 km in

East Canal 27 km 1 to 9 km is completed. Distributaries

are under progress. From km.1O to 27 works are under
progress. West Canal from km.1 to 9 is under progress'

Total Halyal East Canal is 39 km. and West Canal is 22 km'

Halyal East Canal from 26 to 35 and West Canal from 5 to

LO, L7 lo 22 arecompleted. Halyal East Canal from km'6to

39 and West Canal km.6 to 22 are under progress' Halyal

East & West Canal from km.O to 5 work is rescinded and

tender is to be called. East & West Canal distributaries are

under progress.
Karimasuti lifting system is completed. East Canal is 75

km and West Canal is 37 km under East Canal km'1to 14,

76to22, and 23 to 55 km. is under progress' West Canal

from km.1 to 37 is under Progress.
Savalgi-Tungal lifting system is completed. East Canal is

27 km and West Canal is 7.4 km which are under progress'

4. Markandeya Project

(1) Dam works

(2) Canals

(a) RBC (71Kms.)

(3) Distributory under MRBC (45 Nos.)

(4) LBc (15 Kms.)

The concreting work of dam is completed. Spillway

bridge and fabrication of 6 crest gates are completed'

Construction of parapet is completed and electrification
work is completed.

Works are completed from Km.1- to 71. Water is let out on

trial run upto km 71.

Distributory works in blocks no.1 to LL' 14 to 45 are

comoleted & in the balance' blocks, works are under
progress.

Works are completed from Km.l to 4 and from 6 to 15'

Work is under Progress in Km.S.

5.

6.

Harinala Project

(1) Dam works

(2) Canalworks

(a) R.B.C. (10.50 Km)
(b) L.B.C. (8.5 Km.)

Dam work comPleted.

Works completed.

Works completed.

Upper Tunga Project

(1) Dam works

(2) Main Canals (339 Kms.)

(3) DistributorY canal:
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Singatalur project

(1) Barrage
(2) Head works

(3) Canal works on right sides

Barrage works are in progress.
l-st stage lifting arrangements on R/S of SLIS, work is inprogress.

Balance works of Rajwal & Ayyanhally brancn canal arecompleted. Left side intake canal work is also rn progress.
Estimate for Magala & Hadagali branches on right side areprepared and technical sanction is to be given.Bhima Lift lrrigation Scneme

(1-) Barrage works

(2) L. lWorks

(3) Crest gate works

(4) Canalworks

Earthen embankment works are completed. Construction
of barrage is under progress.
The lifting system works for Balundagi & Allagi lift are
under progress.

from Km.20 to 35 and work is under progress.
Gandorinala Project
(1) Dam works
(2) Canalworks

a) R.B.C (7Km.)

b) L.B.c. (e0 Km)

Dam & crest gates works are completed.

R.B.C. works up to 7 Kms. completed.
Work completed upto 34th km. From Km.35 to 90 km
works are almost completed. Water is let out in the canal
system on trial run basis.

Tunga Lift lrrigation Scheme

administrative approval. Works will be taken up.

The estimate of this project i. ,un"tion"dEr. RIll-.42
crores. The work could not be started since this project

Kalasa Nala & Bandur Nala diversion S"n"rn"* The work of construction of Inter 
"on*EinffiJ rrornKalasa Reservoir to Malaprabha river i.e. Cn.(_) 145m. to

This is an lnter-State project. fn" Our-rit*GO in
Maharastra state & construction of the Dam is already

!:!,:ltfi: r
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(1)  Nidhor i  branch canal  (25Kms.)
(Entry into Karnataka Border at 25th km.)

(2)  Bidr i  branch canal(49 Kms.)
(Entry into Karnataka Border at 44th km.)

(3)  Kurundawad branch canal(9Kms)

(4) Dattawad branch canal(30Kms')

NBC Works are completed from Km.25 to 47 km. The work

from km.48 to 50 is in progress' All distributory blocks are

completed.  FIC's works under th is  d is t r ibutory are under

progress.

The works are under progress from Km.44 to 49, 54 to 65'

Tenders are invited from km.50 to 53.

To be executed by Maharashtra State.

Dat tawad l ink canal f rom Ch.O+000 km to Ch.0+700 km is

under progress. The alignment and cut off statement for

Dattawad RBC and LBC are aPProved.

L3. Basapur LIS Out of l-st stage works, head works are partially completed
procurement of pumping machinery are completed'  The

construction of canal is in progress. Power required for this

scheme is approved by HESCOM and necessary deposits
are to be made to HESCOM. Tender for the line work is

approved. At present the agency has started and the work

is under progress. A$ency is fixed on turn key basis for 2nd

stage worKs.

L4. Itagi-Sasalwad LIS Construction of jack well/pump house is completed. 237
pipes required for rais ing main, are already laid.  The

contractor has procured all the 4 pumps and motors
required for this project. Under RBC, completed to its full

length (25.517 km) except aqueduct work. Left bank canal
(10.907 kms) works are also completed. Works are nearlng

completion in distributory of RBC & LBC. Gettin$ power

connection from HESCOM for this project is in progress.

15. Bennithora
(1) Earthern Dam

(2) Right Bank Canal - 82 KM

(3) Left Bank Canal - 60 KM

(4) Distributaries under RBC - 39 Nos.

(5) Distributaries under LBC - 30 Nos.

Completed.

Works are completed.

Works are completed.

39 distributory works are completed.

23 distributory works are completed, T are in progress.

LBC O to 45 km completed except km'41& 42 and 45 to 58

km completed except km.59 & 60.
Distributory -1- is under progress & Distributory-2 is

completed.

16. Lower Mullamari Project

(1) Earthern Dam Completed.
Spil lway works are comPleted.

(2) Right Bank Canal - 80 Kms'

(3) Distributaries - 66 Nos.

Works are completed. Rectification works of RBC of LMP 0

to 40 km nearing completion. Km.40 to 80 to be taken up'

64 distributories are completed, 2 are in progress and

nearing complet ion.

l g e
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(1) Diversion weir works
(2) Right Bank Canat (46.80 Km)

(3) Left Bank Canal (44.32 Km\

(4) Lift irrigation canat(33 Km)

Work is under progress.
River aqueduct works are under progress. Upto 14 km
l,'n:,19'nt tunnet) works^are under progress (except km.I2& 13). From km.L4.oo to rB.42E;:ii;i;= are underfinalization. In the remaining reaches, 

".ii.,". 
are underpreparation.

Upto 21km works are ir
fixed for rllainr rn,,^x..]J"Ty. *g:_. of progress. Agencyrixed ror major aquedr.t" ut x..sl?iU;il:l,lrtT"J
works are under progress. Km.22 to 30 works are underprogress

l::i^:j:^are 
compteted. power connectron receivedano commissioned on trial basis.Amarja project

(1) Dam works
(2) Right Bank Canat (45 KM)

(3) Left Bank Canat (S5 km)

(4) Distributaries

Works completed, water being stored.
Partially completed. Rectification and balance work fromkm'8 to km-20 is under progress. works are arso underprogress for rectification and balance *ork f., km 2O.OOIo km.42.48.
Partially completed. Agency fixed for 30 km rectification &
i^:,*:l:ll:o worriis ,ncur. p,og,"... isiimates a orpfor km.31 to 55 are prepared and tender to be invited.

ll,'j:iY:,::.1,.u,u-1, 
rl. works are to be started. survey forbalance works is nearing completion.

Works are under various stages of progress.

Umbrani Amruthapura LIS Umbrani Orrr ,nuOrru
of 74km of raising main 13km tavinglnj:'""ng of pipetiners compreted. Hydro testing is unoei oroirl.."" 

vr prperrne

In take jackwell of pump nouse, r.uft 
"on.-ru-tlls 

completed.Further fabrication & centering of side walls is almostcompleted.
Umbrani Amruthapura Lrs stage-lr. The work is underprogress. Laying of 1g km pipe tine i. 

"orpi"tuO. Motorand pumps are to be erected at site. Transition worknearing completion. Jackwell is completed. ,:;;:: _::;:unoer progress.
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E*th*"tL excavation for jackwell / pump house is

completed and concreting is in progress' 
? 1"'1":: l

chambers are completed' Earth work excavation for 1st

stage raising main is completed' Earth work for 2nd stage

raising main, gravi ty canal-1 is completed'  Work for UG

Guddada Mal laPura LIS

E*.u*tion tor dam foundation, concreting in block No'l- to

O anO g to 1-8 are under pro$ress' Alignment from km 1to

65 is approved. Survey *otk for remaining canal networks

are under Progress.
f f i i l  and l lof  UBParef inal ised. The

agencies have started survey work' DPR's are submitted'Upper Bhadra Stage{

E-n-uoru cu*l Modernisation works are taken up with an

estimated cost of Rs.951'00 Crores' The said estimate ls

administrative approved by the Government of Karnataka'

The works are taken up on tender basis' Works are under

district costing at Rs.10'OO crores provides irrigatlon

facility to 13 villages of Ajjanapur & Hosur Hubli for about

442i acres during Kharii season only through canal is a

length of 14.23 kms. About 40 cusecs of water will be

| i f tedfromKumudvathir iver.Turnkeytendersaref ina| ized
and agreement is executed' Work is under progress' Jack

well and pump house construction under progress' 2 km

raising main completed' Motor & pumps received at site'

flSunyur.,Xoppu tS in Shikaripura taluk of Shimoga
-  4^ n^ ^.^ 'ac nr^\ / ic les i f f iqat iOn

ffi co dated r2.o1'.og has

administratively approved the DPR 'for Rs'272'O0 crores'

The tenders for construction of dam at sanctioned estimate

of Rs.70.00 crores is invited

Dandavathi Reservoi r Project

The Scheme envisages to irrigate 9900Ha in Shiggaon'

Savanur and Hana$al taluks of Haveri district' The GO

vide dated 13.01-.09 has administratively approved for

Rs. 238.00 crores. The tenders for construction of intake

channel,  jackwel l ,  pumphouse, MS raising main'  del ivery

chambers have been invited'

Note: ln $eneral, the pigresiin Projects implementation is satisfactory'
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31St MARCH 2OO9
(Rs.  in Lakhs)

AS AT 31 .03 09
CASH FLOW FROIV|

OPEMTING ACTIVITIES

CASH FLOW FROI\4 INVESTING ACTIVIIIES
- Purchase of Fixed Assets/Capital Expendifure

(including Capital WIB H0 payments & Mobilisation Advance)
- Proceeds from sale of Fixed Assets
- Interest Received

Adjustments for:

- Depreciation

- hterest (Net)

- Profit (-) / Loss(+) on sate of Fixed Assets/ Inventories
- Provision for Wealtr Tax/ Fringe Benefit Tu / Grafuity

Sub - totat (iv)

Adjustment for Net cunent asseb changes
- Decrease in Inventories

- hcrease in Sundry Debtors & other Receivables
- hcrease in Sundry Creditors & Otirer payables

Sub _ totat (v)

NErCASH USED tN |NVEST|NGACIVIIES (B)

CASH FLOW FROM FIMNCING ACTIVITIES
- Receipt for issuance of Shares
- Advance towards equity

- Long Term Borrowings

- Repayment of Long Term Borrowings
- Short Term Borrowings

- Interest Paid

NEr CASH FRoM F|MNC|NGACT|VTflES (c)

NEI INCREASVDECREASE IN

CASH 0R CASH EOUTVALENTS (A+B+C )
OPENING CASH & CASH EQUIVALENIS

CLOSING CASH & CASH EOUIVALENTS
- ChequeV DDs on hand

- Remittances in Transit

- Witr Scheduled Banks

(ln Cunent, SB, DepositA/c)

' Disfict Treasury

350.37

3,970.71

16 39

(41.33)

(e1,072.6e)

04.75)

396.63

34,714.58

64,462.02

Nil

(3,1 00.4i)

Nil

(4,543.48)

296.87

6,83207

(13.05)

(2e6.1 1)

(1 20,72e.33)

21.21

766 90

26,756.66

90,279.93

Nil

(22,891.96)

Nil

0,598.05)

0.42

0,540.1 1)

1 7,656.41



KARNATAKA

(K.S. Raveendra Prasad)

General Manager - Finance

Place: Bangalore
Date: 10.09.09

Place: Bangalore
Date:10.09.09

NEERAVARI NIGAM LIMITED' Bangalore

KARNATAKANEERAVARINIGAMLIMITED::BANGALORE

cAsHFLowSTATEMENTFoRTHEYEARENDED31stMARGH2009

Note:

t. The company is executins various lrrigation projects entrusted to it by the Government of Karnataka' which are under

various stages of progres.s and are yet to be compreted other than Harinala project which is herd pending transfer to

GoK. Therefore, the company has prepared Expenditure during construction Period Statement instead of Profit &

Loss Account as detailed in Note - 1 of notes forming part of the Accounts (Schedule-Q)' Accordingly, cash Flow from

operating Activities is shown as Nil and the Net Expenditure during construction Period, pending capitalisation and

adjustmentforNetCurrentAssetchangeshasbeenshownunderCashFlowfrominvest ingact iv i t ies.

2. The cash & cash equivalents represent cash and Bank balances including balance in Escrow/Designated Accounts

and DePosit with TreasurY'

3. The cash Frow Statement has been prepared under the indirect method as set out in the Accountin$ standard - 3 on

Cash Flow Statement issued by the lCAl'

(G.S. Prakash)

Company SecretarY

(D.N. Desai)
Director

(D. SatYa MurtY)
Managing Director

Per Our RePort Of Even Date
For Manian & Rao

Chartered Accountants

(R. Srikanth)
Partner

Mem' No.203138



ANNUAL REPORI 2OO8-2009

INFORMATION PURSUANT TO PART - II I  OF THE SCHEDULE VI TO THE COMPANIES ACT, 1956

BALANCE SHEETABSTRACTAND COMPANY'S GENERAL BUSINESS PROFILE AS AT 31.03.09

REGISTRATION DETAILS
REGISTRATION NUMBER
STATE CODE

CAPITAL RAISED DURING THE YEAR:
PUBLIC ISSUE
BONUS ISSUE
OTHERS ** (  Rs. lakhs)

A. SOURCES OF FUNDS ( Rs. takhs)
PAID UP CAPITAL **
RESERVES & SURPLUS
UNSECURED LOAN

24503 BALANCE SHEET DATE
08

31.03.2009

687,785.89

L54,74L.95
60,70L.32

20.00
12966.39

(D. Satya Murty)
Managing Director

Per Our Report Of Even Date
For Manian & Rao

Chartered Accountants

(R. Srikanth)
Partner

Mem. No.203138

Ni l
N i l

99,176.60

471,740.71
Ni t

607.92

RIGHTS ISSUE
PRIVATE PLACEMENT

Nit
Ni l

ilr
if;l':|_""1#_o"r,.,':lli9l1*o DEpLoyMENT oF FUNDs _ (Rs. rakhs)TOTAL LtABtLtTtES (Rs. takhs) 687,785.89 TOTAL ASSET (Rs. lakhs)

NET FTXED ASSETS ***
NET CURRENT ASSETS
EXPENDITURE DURING
CONSTRUCTION PENDING
CAPITALISATION

(K.S. Raveendra prasad)

General Manager _ Finance
Place: Bangalore
Date: 1O.O9.09

ADVANCE TOWARDS EQUITY
SECURED LOANS

INVESTMENTS
MISCELLANEOUS EXPENDITURE

673,407.LO
1,398.47

744,308.34

(G.S. Prakash)
Company Secretary

** The entire share capital has been invested by Government of Karnataka.

B. APPLICATION OF FUNDS ( Rs. takhs)

IV

x** NET FIXED ASSETS includes Capital Work_in-progress

PERFoRMANCE oF THE CoMPANY Not Applicable, since the company is stilr in the construction stage.

GENERIC NAME OF THREE PRINCIPAL PRODUCT OF THE COMPANY
Not Applicable' since the company is an infrastructure company and no manufacturing activity is invorved.

(D.N. Desai)
Director
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