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KARNATAKA NEERAVARI NIGAM LIMITED

legistered Offlce :
4th Floor, Coffee Board, Building'

No. 1 , Dr. Ambedkhar Veedhi, Bangalore - 560 001

NOTICE

ct ice isherebygiventhat the ZhAnnualGenera lMeet ingof  the Membersof  the Companywi l lbeheldon

r iday,  the 30th September 2005 at  1 .30 P.M at  "Kr ishna" ,  Home Of f ice of  the Hon'b le

hief Minister, Kumara Krupa Road, Bangatore - 560 OO1 to Consider and transact the following business:

*

as at 31.03.2005 and the Expenditure During

atong with the Schedules attached thereto and

RDINARY BUSINESS

To receive, consider and adopt the Balance Sheet

Construction Period for the year ended on that date

Reports of Directors'and Auditors thereon.

PECIAL BUSINESS

)ale:21.09.05
rlace : Bangalore.

. To consider and if thought fit, to pass with or without modification, the following resolution as an ordinary

resolution

" Besolved that in compliance with the provisions of Section 293 (1)(a) and other applicable provisions,

if any, of the Companies Act, 1956, the consent of the Members be and is hereby accorded to the Board

of Directors of the Company for mortgaging and / or charging by the Board of Directors all the immovable

and movable properties of the Company where so ever situate, present and future or the whole of the

undertaking of the Company and confirmjng power to enter upon and take possession of the Assets of

the Company in certain events to or in favour of M/s Dena Bank and M/s Bank of Baroda in respect of the

term loan of Rs.50 crores and Rs.200 crores respectively availed in terms of the respective loan

agreements entered into from the said Banks and furtherthat the security ci'eated on2.7.2005 in respect

of the term loan of Rs.100 Crores availed from M/s Oriental Bank of Commerce in terms of the loan

. agreerhent with the said bank by mortgaging the assets of the Company both present and future confirming

the power to enter upon and take possession of the assets of the Company in certain events in favour of

the said M/s Oriental Bank of Commerce be and is hereby ratified.
,,Resolved further that the Board of Directors of the Company be and is hereby authorized to execute

all such acts and such other things as may be necessary to implement the aforesaid resolution."

By order ol the Board

G.S. Prakash

Company Secretary



KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

Note:

1. As per the provisions of Section 224(aa) of the Companies Act, 1956, the remuneration payabte to the
Auditors has to be fixed by the Company in General Meeting or in such manner as the Company in
General Meeting may determine. At the F Annuat General Meeting held on 2g.og.o1, the AGM have
authorised the Board of Directors to fix the remuneration payable to the Statutory Auditors of the Company
every year separately as and when appointment is made by the C & AG of lndia, under Section 61g(2)
of the Companies Act, 1956. Accordingly, the Board have approved a remuneration
Rs.2.75 lakhs exclusive of taxes as the fee payabte to the Statutory Auditors M/s Rao Associates, for
the year 2004-05.

2. A Member entitled to attend and vote at the Meeting is entitted to appoint a Proxy to attend and vote
instead of himself and such Proxy need not be a Member.
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Explanatory Statement pursuant to Section 173 (2) of the Companies Act. 1956 pertaining to

Special Business

ITEM No.2

According to Section 293 (1) (a) of the CompaniesAct, 1956, the consentof the Members of the

lmpany is required to sell, lease or othenruise dispose of the whole or substantially the whole of the

tdertaking of the Company. The Company has been funding the implementation of the irrigation projects

rtrusted by Government by mobilizing resources through issue of bonds/term loans.

The Company has now availed term loans of Rs.50 crores and Rs.200 crores respectively from

/s Dena Bank and M/s Bank of Baroda which are to be now secured by first charge on the assets of the

rmpany (subject to minimum asset cover of 1.25 times) parri-passu with the charges already created by

e Company in favour of the Trustees to Bond holders and term loan lenders. The security so offered

ovides for taking possession and sale of such assets in certain events by the term loan lenders for

alization of the amount borrowed by the Company and the interest and other charges due thereon. Since

e immovable properties of entire projects are charged as security forthe term loans, consent of members

required to be obtained under Section 293 (1) (a) of the Act. The resolution proposed also includes

tification of the mortgage created on 2.7 .2OOS in respect of the term loan of Rs.100 crores borrowed f rom

/s Oriental Bank of Commerce. Your directors recommend to pass this resolution. None of the directors

e interested in the resolution.

By order of the Board

ate :21.09.05
lace : Bangalore

G.S. Prakash
Company Secretary



KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

DIRECTORS' REPORT

Dear Members,

Your Directors have pleasure in presenting the seventh Annual Report together with the Audited Accounts for the
year ended 31 s March 2005.

2. Your company is presenfly implementing 35 lrrigation projects as follows:

Projects
Latest estimated
Cost (tn crores)

Balance cost as
on 1.4,2005

(ln crores)

Ultimate
Potential
. (Ha)

Cumulat ive
Potential created
upto March '05

Balance
potential (Ha)
(A3on 01.014.2X15)

AUocation ot
water (TMC)

26 Scheme-A Projects

under Krishna Basin.

1K17.15 7175.24 967140 491870 475270 226.94

West flowing River Varahi

Project .

569.60 516.61 157V2 15702 16.51

Two Diversion Schemes of

Malaprabha Project viz.

Kalasa Nala & Bandur

Nala . To divert 7.56 TMC

of waterto Malaprabha

Reservoir.

93.98 93.14

Five Canal Modernisation

Schemes of Bhadra,

Tunga Bhadra, Vijayanagar

channels, Tunga and

GondiAnicuts.

1853.55 1853.55

Bandaras. 101.76 101.76

Total 13056.04 9710.30 W2 491970 4909n 243.45
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]. The Amarja Project in Gulbarga District was
entrusted to the Company by Government of
Karnataka in May '05. The Company has
taken up implementation of all the irrigation
projects covered under Scheme-A of the
Kr ishna Water  Disputes Tr ibunal .  The
Company is yet to take up implementation of
the f ive modern izat ion schemes pending

al locat ion of  f inancia l  resources by the
Government.

+. The expenditure incurred on the projects

during the year is Rs.453.66 crores as against

Rs.356.52 crores during the previous year.

The irrigation potential created during the year

was 21822 Ha. against 27571 Ha. during the
previous year. The AnnualWorks Programme
for  the current  year  2005-06 is  f ixed at

Rs.629.50 crores with a target of creating

inigation potential of 32,000 Ha.

The Company has obtained the finalclearance
for diversion of forest land in respect of the

Upper  Tunga,  Markandeya and Varahi
projects and the environmental clearance for

the Upper Tunga and Varahi Projects from the

Ministry of Environment & Forest, Govt. of

lndia. The Central Water Commission has

earlier accepted the Upper Tunga Project and

investment clearance for the project has to

be  now ob ta ined  f  rom the  P lann ing

Commission. In the case of Varahi Project, all

clearances are obtained and the project has

been now proposed for Government of India

assistance under the Accelerated lrrigation

Benefit Programme.

In the case of Ghataprabha, the right bank

canal works have been grounded upto the tail

end of  the canal  a t  the 200th Km. In

Malaprabha project also works have been
grounded to the full length of the canal in both

MBBC (142Km.1and MLBC (152Km). Water

has been stored in the Hipparagi Barrage,

Harinala Dam and Markandeya Dam for the

first time. In Markandeya Project the R & R has

been fully completed without any problem prior

to the impounding of water in the dam. The

rectification works of Bennithora Project are in
progress and it is planned to provide water for

inigation from Bennithora and Lower Mullamari

Projects in the current year. With regard to the

Amar ja Pro ject  consul tants  have been

appointed to identify the technical defects and

suggest remedial measures to ensure smooth

flow of water in the canal network. Based on

recommendations of the consultants further

act ion wi l l  be taken for  implement ing the

remedial measures.

The Upper Bhadra project Stage-l envisages
providing irrigation to about one lakh hectares

in drought prone areas of Chickamagalur and

Chitradurga Districts. The project as approved

by the Government of Karnataka involves

submergence of about 3,450 Ha of forest /
private lands and substantial area of Bhadra

Wild Life Sanctuary for construction of canal in

the init ial reaches. Therefore, to ensure the

early utilization of water allocation to this proiect

under  Scheme-A  o f  KWDT l im i t i ng  the

envi ronmenta l  impact  and to  avoid huge

requirement of power and the annual recurring

cost, the Nigam is working out alternative
proposal for consideration of Government.

Under the alternative proposal, it is proposed

to carry water by flow irrigation through a tunnel

thereby avoiding the lifting of water and also

the Wild Life Sanctuary.

Part icipatory lrr igation Management and

CADA works:

So far 543 Water Users' Societies have been

registered against a target of 600 lrrigation

management has been handed over in respect

of 457 WUCSS. A sum of Rs. 25.71 crores has

been provided towards special repairs before

such handing over including a sum of Rs.19

crores provided during the previous years. The

7 .

J .

o .

8 .



Field lrrigation potential created during the
year  was 9532 Ha.  The FtC potent ia l
creation planned during current year 2005_
06 is 82562 Ha.

Mobil isation of Resources:
9. The company mobilized a sum of Rs. 30g

crores during the year of which Rs.gg crores
was through Series-Vll bond issue at coupon
of 6.95% and Rs.220 crores through term
foan @ 7To per annum. The Government of
Karnataka provided a capital grant of Rs.70
crores during the year. During the year, the
Company has re-paid the Series-l & Series_
ll, Reset & Regular bonds aggregating to
F1s.334.19 crores.

10. The Government has provided a capital
grant of Rs. 200 crores and Guarantee
support for a borrowing programme of Rs.
250 crores for your Company during the Fy-
05-06. The Company has requested the
Government for addit ional capital grant/
borrowing suppor t  through of f  budget
borrowing commensurate with the balance
cost of projects to be implemented in a time
bound programme in order  to  ensure
utilization of state's share of water allocated
under Bachawat award (Scheme_A) and
implementation of modernization schemes
entrusted to the Company.

Share Capitat:

11 .  The  i nves tmen t  o l  t he  Governmen t  o f
Karnataka in the equity of the company as
on 31.3.05 is as follows:

Particulars Amount
(Rs.lakhs)

a. Paid-up Capital 19U73.74

b. Advance against equity
share capital 13519.80

Total 211993.9

The above investment  inc lud6s
Bs. 86,798.73 lakhs being the net value of

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

assets of  the pro jects  t ransferred to  the
company by the Government.

Accounts:

12. Since the projects are stilt under construction
stage as at 31.3.05, an Expenditure during
Construction period (pending capitatizationj
and Balance Sheet as on that date have been
prepared.

Conservat ion of  Energy,  Technology
Absorption:

13. 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:
14.  The Company has no fore ign exchange

earnings and there is no foreign exchange
outgo, also.

Employees:

15. The particulars in pursuance of Section 217(2A)
of  the Companies Act  1956 read wi th
Companies (particulars of Employees) Rules,
1975, as amended, is Nil.

Auditors:

16. M/s.Rao Associates, Chartered Accountants,
Bangalore were appointed as the Statutory
Auditors of the Company for the year 2004_05
by the Comptroller and Auditor General of India
under section 619(2) of the Companies Act,
1956. The remuneration of Statutory Auditors
has been fixed at Rs. 2.75 lakhs pursuant to
Section 224(Bl (aa) of the Companies Act,
1956. The Statutory Auditors for the year 2005-
06 are yet to be appointed.

Repl ies to  observat ions in  Audi tors ,
Report:

17. The qualifications / remarks of the Statutory
Auditors in their report on the accounts for the
year 2004-05 have been replied in the
respective notes forrrring part of accounts
reterred to by the ,Auditors in their report which
are self explanatory subject however to the
following:
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sl.
No

Para No Adverse comment in Auditor's Report Replies

1 2 Regarding no Provision made for liability
towards municipal taxes (amount
unascertained) and interest accrued but
not due on bonds amounting to Rs.25.23
Crores.

ln most of the cases municipal taxes are being
remitted in advance for the relevant year except in
very few cases where it was not ascertainable and
the impact due to non-provisioning is not material.

As regards provisioning for interest accrued
but not due amounting to Rs. 25.23 crores on
bonds, the same could not be brought to books due
to certain oractical oroblems.

2 4(d) Non-compliance with accounting standard
10 regarding non-disclosure of assets held
for disposal and old items separately.

The Government has transferred the projects
to the Nigam on an as is where is basis. There
have been practical difficulties in segregating the
disposable and old items, the value of which is not
sionificant in the ooinion of the manaoement.

3 1a. of
Annexure
to Auditors

Reoort

The company is in the process of
preparing proper records showing full
particulars including quantitative details
and situation of fixed assets.

Factual

4. 1b.  of
Annexure
to Auditors

Heoort

Reconciliation of physical verification of
fixed assets with book records.

Reconciliation will be taken up in the coming years
in a phased manner.

5. 2 b .  o t
Annexure
to Auditors

Reoort

Regarding norms for physical verification
of stocks to be formally documented by the
Company.

ln the opinion of the management the procedure
prescribed in the Public Works Department (PWD)
which is being followed is considered adequate in

this reoard.
o 4 a . o f

Annexure
to Auditors

Reoort

Regarding system of recovery of water
rates

The Company is handing over Inigation
Management to the Waler Users Co-operative
Societies in phases. This is expected to strengthen
the svstem of water rate collection.

7 6 c . o f
Annexure
to Auditors

Reoort

Outstanding dues with respect to sales tax
amounting to Rs.3.34 lakhs.

The amount has been since remitted to the Sales
Tax Deoartment.

B 7 t .o t
Annexure
to Auditors

Reoort

The Company is yet to create charge in
respect of Bonds of Series -Vll.

The charge was created by registration of the
Mortgage Deed on 2.7.05.

The Report of Comptroller and Auditor General of
India:

18. The Report of Comptroller and Auditor General ol
lndia u/s 619(4) of the Companies Act, 1956, on
the accounts of the Company for the year 2OO4-05
is appended as a part of this Report.

Board of Direc{ors:

1 9. The following changes in the ConstiMion of the Board
have taken place between the last AGM and the
date of this report.

Sri. Sudhakar Bao, lAS, Principal Secretary
to F inance Depar tment ,  Government  of
Karnataka was nominated on the Board as
Director w.e.l. 18.12.2004 in place of Sri.
K.P.Pandey.

Sri. Abhay Prakash, lAS, Addl. Chief Secretary
and Development Commissioner, Government
of Karnataka was nominated on the Board as
Director w. e.f . 1'1 .4.2ffi5 in place of Sri. Chi ranjiv
Singh

(ii)



(iii) Sri. R .A. Audi, Retd. Secretaryto Govt. WRD
was ceased to be Director w.e.f. 18.5.2005
on demise.

(iv) Sri. B. K. Das, lAS, Chief Secretary to Govt.
was nominated on the Board as Directorw.e.f.
1.8.2005 in place of Sri. K. K. Misra.

(v) Sri. Gokulram N. lAS, PrincipalSecretaryto
F inance  Depar tmen t ,  Governmen t  o f
Karnataka was nominated on the Board as
Director w.e.f. 17.09.2005 in place of Sri.
Sudhakar Rao.

Your Directors place on record the valuable services
rendered by Sriyuths K. P. Pandey, Chiranjiv Singh,
R.A.Audi, K.K.Misra, and Sudhakar Rao during
their tenure as Directors.

Directors' Responsibility Statement:

20. Pursuant to Section 2'17(2AA) of the Companies
Act, 1956, the Board of Directors report that:

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.

b) Your Directors have selected such accounting
policies and applied them consistently and
made judgements and estimates that are
reasonable and prudent so as to give a true

KARNATAKA NEERAVARINIGAM LIMITED : : BANGALORE

and fairviewof the state of affairs of the Company
at the end of the f inancial year and of the
expenditure during construction of the Company
for that period.

c) Your Directors have taken proper and sufficient
care forthe maintenance of adequate accounting
records in accordance with the provisions of the
Act for safeguarding the assets of the Company
and for preventing and detecting fraud and other
irregularities.

(d)Your Directors have prepared the annual accounts
on a going concern basis.

Acknowledgement:

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

Place: Bangalore

Date : 16.9.2005

For and on behalf of the Board

(N. DHARAM STNGH)
CHAIRMAN
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AUDITORS' REPORTTO THE MEMBERS OF
KARNATAKA NEERVARI NIGAM LIMITED

We have audited the attached Balance Sheet of
Karnataka Neeravari Nigam Limited ias at 31"tMarch
2005, togetherwith the Statement of Expenditure During
Construction and the statement of cash flow for the
year ended on that date annexed thereto. These financial
statements are the responsibility of the Company's
management. Our responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing
standards generally accepted in India. 

-fhose 
Standards

require that we plan and perform ther audit to obtain
reasonable assurance about whether the financial
statements are free of material misstatement. An audit
inc ludes examin ing,  on a test  b i ls is ,  ev idence
supporting the amounts and disclosurers in the financial
statemenls. An audit also includesr assessing the
accounting principles used and significant estimates
made by management, as well as evaluating the overall
financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

We report as follows:

1. As required by the Companies (l\uditors Report)
Order 2003 issued by the Central Government of
lndia in terms of Sec 227 ( A) of the Companies
Act, 1956, we annex hereto a slatement on the
matters specified in Para 4 and 5 of the said order.

2.  No Prov is ion has been made for  l iab i l i ty
towards  mun ic ipa l  t axes  (amoun t
unascertain$) anO interestaccrued but not due
on bonds amounting to Rs.2523 Orores resulting
in overstatement of net current assets and
understatement  of  expendl i ture dur ing
construction by a like amount.

3. lmpact on accounts ls not asicertainable In
respect of the tollowing items referred to In
Schedule P (Notes on Accountsl):

a) Note No. 4 regardlng consequential eflect
on physlcal verlflcatlon, reconclllatlon and
revlew for provislon / wrlte o,ff In respect of
assets and llabllltles transiferred by the
Government of Karnataka,

b) Note No. 7.b and 7.c relating to immovable
property and Note No. 7.e and 7.f relating to
movable assets incorporated in the books of
account.

c) Note No. 9.b regarding recoverabil i ty of
certain dues and Note No.9.c regarding non-
accoun t ing  o f  revenue  (amoun t
unascertained) for reasons indicated therein.

d )  No te  No .  10 .b  and  10 .c  re la t i ng  to
reconciliation of items referred to therein and
No. 14.c regarding confirmaiton of balances
and the consequential ajustments thereupon.

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

a) We have obtained al l  the information and
explanations, which to the best of our knowledge
and belief were necessary for the purpose of our
audit.

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

c)  The Balance Sheet  and the Statement  of
Expenditure during construction dealt with bythis
reportare in agreementwilh the Books of Accounts
maintained by the Company.

d) In ouropinion, the Statement of Expenditure during
construction and the Balance Sheet comply with
the Accounting Standards referred to in Sub-
section (3C)of Section 211 ot the Companies Act
1956  excep t  Accoun t lng  S tandard  10
regardlng non-disclosure of assets held for
dlsposal and old l tems separately. In the
absence of necessary Informatlon, the lmpact
ls not quantiflable.

e) We further report that, wlthout conslderlng the
lmpact of ltems mentloned In Paragraph 3 and



4(d), the effect of which ls not presenily
ascertainable, had the observations made by
us in Paragrailh 2(to the extent ascertained)
above been considered:

(l) Net Current Assets would have been
Rs. 211.99 Crores (as against the reported
f igure of Rs. 237.22 Crores)

(ii) Expenditure During Construction pending
capi ta l izat ion would have been
Rs. 866.25 Grores (as against the reported
figure of Rs. |dF-l.O2 Crores).

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

(g) In our opinion and to the best of our information
and according tothe explanations furnished to us
the said Accounts read with the Significant
Accounting Policies of the Company and the Notes
appearing in Schedule P give the information as
required by the Companies Act 1956 in the manner
so required, and give a true and fair view :

KARNATAKA NEERAVARINIGAM LIMITED : : BANGALORE

(A) in the case of Balance Sheet, the State of
Affairs of the Company as at 31 d March 2005:

(B) in the case of Statement of Expenditure during
construction prepared in lieu of Profit and Loss
Account of the net expenditure for the year
ended on that date.

(C) In the case of cash flow statement, of the
cash flows for the year ended on that date.

Place: BANGALORE
Dated : 19/08/2005

For RAO ASSOCIATES
CHARTEREDACCOUNTANTS

(G.SUDHTNDRA)
PARTNER

MEM No.26171
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ANNEXURE REFERRED TO IN PARAGRAPH 1 OF AUDITORS' REPORT ON THE
ACCOUNTS OF KARNATAKA NEERAVARI NIGAM LIIIJIITED FOR THE YEAR ENDED

31ST MARCH 2005.

1 . FIXEDASSETS

a. The company is in the process of preparing
proper records showing ful l  part iculars
including quantitative details and situation
of Fixed Assets.

b. According to the information provided by the
managementthe fixed assets have been verified
annually at the end of the year, which in our
opinion is reasonable having regard to the size
of the company and nature of its business.
However, reconciliation with book records
is yet to be completed. Hence the question of
reporting on discrepancies and adjustment
thereof in the books of accounts does not arise.

c. As verified from the records the disposalof assets
during the year were not substantial so as to
have an impact on the operations of the company
or affect it's going concern.

INVENTORIES

a. As informed to us, the Company has conducted
physicalverification of stores and spares, tools
and plants and released articles (other than
malerials at site) at half yearly intervals which in
our opinion is reasonable having regard to the
size of the company and the nature of i ts
business.

b. The company has conducted physicalverification
of stocks comprising stores and spares, plant
and tools and released articles in accordance
with the procedure prescribed in Public Works
Department (PWD) Code, which in our opinion
appearsto be reasonable and adequate in relation
to the size of the Company and the nature of its
business. However these norms require to
be formally documented by the company.

c. The company has maintained proper records for
inventories.The discrepancies noticed on
verif ication of stores and spares between
physical stocks and book records were not
significant and are properly dealt with in the books
of accounts of the Company.

3. LOANSANDADVANCES:

a. The Company has not taken / granted any loans,
secured or unsecured, to any party listed in the
register maintained U/s 301 of the Companies Act
1956. Accordingly clauses 4(iiixb) to a(iii)(d) of the
order is not applicable to this company.

b. The company has not taken any loans, secured
or unsecured from any party listed in the register
maintained U/s 301 of the Companies Act 1956.
Accordingly clauses 4(iii)(f) and 4(iii)(g) of the order
are not applicable to this company.

c. The company has not granted any loans or
advances on the basis of security by way of pledge
of shares/debentures and other securities.

d. The Company has not given any guarantee for loans
taken by others from banks or financial institutions.

e. In our opinion and according to the information and
explanations furnished to us and as shown by the
records, term loans raised during the year have
been used for the purpose for which it has been
obtained.

f. Th€ Company has not raised any funds on short
term basis during the year. Hence clause (xvii) of
the order is not applicable to the company.

4. INTEBNALCONTROLS:

a. In our opinion and according to the information and
explanations furnished to us, there are adequate
internal control procedures commensurate with
the size of the company and the nature of its
business forthe purchase of Inventory and Fixed
Assets. However, the company is yet to
establish necessary systems for recovery of
water rates, which is a continuing weakness.

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

5. RELATEDPARTIES

a. There are no transactions of purchase / Sale of
Goods / Services made in pursuance of contracts
or  ar rangemenls recorded in  the regis ter



maintained U/s 301 of the Companies Act 1956
aggregating to Rs. 500,000/_ or more during the
year. Accordingly clause v(b) of the order is not
applicable to the company.

6. STATUTORY MATTERS

a. The Company has not accepted any deposits
during the year attracting the provisions of Sec
5BA, 58AA or any other relevant provisions of
the Companies Act 1956.

b. As explained to us, the Government has not
prescribed maintenance of cost records under
Section 209(1Xd) of the Companies Act, 1956
for any of the activities ol the Company.

c. Except Sales tax amounting to Rs. 3.34
Lakhs, no undisputed amount in respect of
Provident Fund, Investor Education Fund,
Employees State Insurance, Income Ta:<, Wealth
Tax, Customs Duty, Excise Duty, Cess or other
statutory dues were outstanding for a period of
more than six months from the date theybecame
due as at the end of the year.

d. As informed to us there are no disputed Income
Tax / Sales Tax / Customs Duty / Wealth Tax /
Excise Duty / Cess as at the end of the year.

7. OTHERMATTEHS

a. The compurny is yet to prepare the profit and loss
account as detailed in Note No. 1 of Schedule p.
As such furnishing of information relating to the
net worth of the company in accordance with
provisions of clause 4(x) of the Order dose not
airse.

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

b. Based on our audit procedures and according to
the information and explanation given to us the
Company has not defaulted in repayment of dues
to Bond holders or bank.

c. The Company is not a chit fund or a nidhi/ mutual
benefit fund / society. Therefore, clause 4(xiii) of
the Order2003 is not appticable to the Company.

d. The company has maintained proper records of
transactions in respect of investment in Mutual
Funds and timely entries have been made therein.
The company has held allthe investments in its
own name.

e. During the year the Company has not made any
preferential allotment of shares.

f. The Company is yet to create charge in respect
of Bonds of Series Vll.

g. The company has not raised any amount through
public issues and hence clause 4(xx) of the Order
is not applicable.

h. In ouropinion and accordingtothe information and
explanations given to us, no fraud on or by the
Company has been noticed or reported during the
year that causes the financial statements to be
materially misstated.

For RAO ASSOCTATES
CHARTEREDACCOUNTANTS

(c.suDHtNDRA)
Place: BANGALORE. PARTNER
Dated =19108120O5. MEM No. 26171
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF

tNDtA UNDER SECTION 619 (4) OF THE COMPANIES ACT, 1956 ON

THE ACCOUNTS OF KARNATAKA NEERAVARI NIGAM LIMITED,

BANGALORE FOR THE YEAR ENDED 31 MARCH 2005.

" I have to state that the Comptroller and Auditor General of India has no comments

upon or supplement to the Auditors' Report under section 619(4) of the Companies

Act, 1956 on the accounts of Karnataka Neeravari Nigam Limited, Bangalore for

the year ended 31 March 2005."

BANGALORE

DATED : 16 Sept. 2005

- sd/-
(K.P. LAKSHMANA. RAO)

PRINCIPAL ACCOUNTANT GENERAL

(crvrL & coMMERcTAL AUDIT)

KARNATAKA, BANGALORE



PARTICULARS

SOURCESOFFUNDS

I SHAREHOLDERSFUND
a Share CaPital
b Advance Against Equity

II LOANFUNDS
a Secured Loans
b Unsecured Loans

TOTAL

APPLICATION OF FUNDS

I FIXEDASSETS

a Gross Block

b DePreciation
c Net Block
d CaPital Work in Progress

I1 INVESTMENTS

III CURRENTASSETS, LOANS AND ADVANCES

a Inventories
b Sundry Debtors
c Cash and Bank Balances

d Loans and Advances

e Other Current Assets

Sub -total

LESS : CURRENT UABILffiES AND PROVISIONS

a Current liabilities
b Provisions

Sub - total

NETCURRENTASSETS

IV MISCELI.ANEOUS EXPENDITURE
( To the extent not written otf or adiusted)

a Preliminary ExPenses
b ExPenditure During

Construction Period
(Pending CaPitalisation)

TOTAL

ACCOUNNNGPOLICIES

Bangalore
Date:  19.08.05

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

BALANCE SHEET AS AT 31.03.05 (Rs. in lakhs)

AS AT 31.03.05 AS AT 31.03.04

136,951.72
211,993.54 26,626.85 163'578.57

118,973.61
125,960.17

4.000.00 129,960.17

330.967.15 293,538.74

13,654.72
811 .16

75.40
iii;zo+.oe
4,689.84

1 .86
: 249.13

39,910.31

ii'0, '' ut.u''
: 'L:,'. 0.15

6'1

680.17

8+, t01 .96

13,985.22
208,457.45

20.00

84,782.13

330,967.15

12,843.56
179,991.79

1,620.00

293,538.74

88.96
1,362.72

32,925,06
15,159.83

412.94

49,949.51

14,539.44
0.25

14,539.69

2g,722.g5 - 35,409.82

680.17

62,993.40 63,673.57

Managing Director

STIBJECT TO OI'B REPOHT OF EVEN DATE
FOR NAO ASSOC'ATES

CHARTEBED ACCOUNTANTS

(G.SUDHINDRA)
PARTNEB

MEM. No.26171
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CHEDULE. A: SHABE CAPITAL

PARTICULARS

AUTHORISEDCAP]TAL

3,00,00,000 Equity Shares of Rs.1000/- Each

ISSUED, SUBSCRIBED AND PAID UP

198,47,37 4 (Previous Year-l 36,95,1 7Q

Equity Shares of Rs.1000/- each fully paid up

;r31.03.05

ie,qzs.z+

(Rs. in lakhs)

AS AT 31.03.04

300,000.00

| 36.951 .72

74 136,951.72

ote:

1 . All the above shares are held by the Govemor of Kamataka and the nominees, on behalf of the Govemment of

Karnataka.

2. Out of the above 86,79,873 (Previous Ye ar - 86,79,873) Equity Shares of Rs.1 000/- each have been issued as

fully paid up, without payment having been received in cash, in consideration for net value of assets transfered

to the Company by the Government of Kamataka.



SCHEDULE- B : SECURED LOANS

PARNCULARS

A. BONDS

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

(Rs. in lakhs)

AT 31.03.05 AS AT 31.03.04

SEBIES - | (Regular)

Nil - (Previous year - 11,976) 13.250/" Secured,

Non - Convertible, Redeemable bonds of Rs. 1,00,000.00 each.

Call option exercised on 15th May' 04

SERIES - | (Reset)

Nil - (Previous year - 4,364) Secured, Non - Convertible'

Redeemable bonds of Rs. 1,00,000-00 each. Redeemed

at par on 31s Ma/ 04

SERIES - ll (Regular)

Nil - (Previous year - 20,988) 12.75"/"

Secured, Non - Convertible, Redeemable bonds

of Rs. 1,O0,OO0.OO each. Calloption exercised on 14'n Feb'05

SERIES - ll (Reset)

Nil - (Previous year - 455) Secured'

Non - Convertible, Redeemable bonds of

Rs. 1,00,000.00 each.

Redeemed at 9ar on 1tl Mar' 05

5. SERIES'll l(Regular)

18,565 - (Previous year - 18,565) 13.00%

Secured, Non - Convertible, Redeemable bonds

of Rs. 1,00,000.00 each. Redeemable at par in two

equal installments on 31" Oct' 06 and 31'r Oct' 07

with a put and call option on 31"t Oct'05

6. SEBIES-lV(Begular)

18,618 - (Previous year - 18,618) 11.75"/"

Secured, Non - Convertible, Redeemable bonds

of Rs. 1,00,000.00 each. Redeemable at par in two

equal instatlments on 1d Jan' 08 and 1d Jan' 09

with a put and call option on 1$ Jan'07

7. SEBIES-lVA(Regular)

' 8,880 - (Previous year - 8,880) 11.40%

Secured, Non - Convertible, Redeemable bonds

of Bs. 1,00,000.00 each. Redeemable at par in

two equal installments on 31dMa/ 08 and

316 Mar' 09 with a put and call option on 31d Ma/ 07

.8,618.00

11,976.00

4,364.00

20,988.00

455.00

18,565.00

18,618.00

8,880.00

Ni l

4.

Tolalcll 83,846.00
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SCHEDULE.B :  SECURED LOANS

PARTICULARS

Totalb/f

8.  SERIES-V(Regular)
17,42O - (Previous year' 17,420) 10.66% Secured,

Non - Convertible, Redeemable bonds of
Rs. 1,00,000.00 each. Redeemable at par in two

eoual installments on 1't Feb' 09 and 1"' Feb' 10

with a put and call option on 1"' Feb'08

9.  SERIES-V/A(Regular)
4,690 - (Previous year ' 4,690) 9.70% Secured,

Non - Convertible, Redeemable bonds of

Rs. 1,00,000.00 each. Redeemable at par in two

equal installments on 31't Mar' 09 and 31"' Mar' 1O

with a put and call option on 31"' Mar'08

10. SERIES - Vl (Regular)

2,000 - (Previous year - 2,000\ 6.7O"h

Secured, Non - Convertible, Redeemable bonds

ol Rs.10,00,000.00 each. Redeemable at par in

two equal  insta l lments on 31"tMar '  10

and 31" Mar' 11 with a put and call option

on 31'r Ma/ 09

11. SERIES - Vll (Regular)

88O - (Previous year' Nit) 6.957.

Secured, Non - Convertible, Redeemable bonds

of Rs.10,00,000.00 each. Redeemable at par in

two equal installments on 30'h Nov' 10

and 30th Nov' 11 with a put and call option

on 30 ' t  Nov '09

B. TERMLOANS

1. TERM LOAN FBOM INDIAN OVERSEAS BANK

Repayable in two equal installments on

6'h May'05 and 7h May'06

2. TERM LOAN FROM KARNATAKABANK

Repayable in two equal installments on

9'h May 05 and 9rh May'06

3. TERM LOAN FROM LIFE INSURANCE CORPORATION

Repayable in two equal installments on

9'h May 05 and 9rh MaY'06

4. TERM LOAN FROM ORIENTAL BANK OF COMMERCE

Repayable in two equal installments on

31"' Mar' 11 and 31d Mar' 12

C. TNTERESTACCRUEDAND DUEON BONDS

TOTAL

AS AT 31.03.04

83,846.00

17,420.00

4.690.00

20,000.00

Nit
96,973.00 -125,956.00

00 22,000.00

118.973.00 125,956.00

4 . 1 7

12es6T1?

0.61

Nit

Nit

N i t

(Rs. in lakhs)

1,18,973.61

Ni/
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SCHEDULE-C : UNSECUREDLOANS

PARTICULARS

Short Term Loans and Advances :

a. From CIhers
- From Krishna BhagyaJala Nigam Ltd.,

KARNATAKA NEERAVARI NIGAM LIMITED : :-BANGALORE

(Rs. in lakhs)

,AT31.03.05 AS 4731.03.(M

4,000.m

4M).N

I
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SCHEDULE : D - 2: CAPITAL WORK' lN'PROGRESS

PARTICULARS AS AT 01.04.04

KARNATAKA NEERAVARI NIGAM LIMITED: : BANGALORE

ADJUSTMENTS/
CAPITALISATION AS AT 31.03.05
DURINGTHEYEAR

1. BUILDING AND COLONIES

2. DAMANDSUBMERGENCE

3. LIFT IRRIGATION SCHEMES

4. CANALSANDBRANCHES

5. DISTRIBUTORIES AND LATERALS

6. ROADS,BRIDGESANDCULVERTS

7. TANKSANDBARRAGES

8. IRRIGATIONSTRUCTURES

9. REH'TATION AND RESETTLEMENT

10. ELECTRICALSAND ELE. FITTINGS

11. OTHERASSETS

TOTAL

PREVIOUS YEAR

1,015.48

37,388.46

1,742.13

64,146.25

33,717.58

2,330.13

1,401.38

6,730.75

2,560.72

28.53

28,930.38

1,79,991.79

155,146,72

964.05 {

41,321.74

4,601.34 ( ,
7s,o22.s4(..

39,8s5.97d.

2,185.97 (

392.31

787.23 208,457.45

179,991.79

(Rs. in lakhs)
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SCHEDULEI - E : INVESTMENTS

PARTICULARS

S HORTERM / UNOUOTEDNON.TRADE

A INVESTMENTS IN MUTUAL FUNDS
1. ING ]]NCOME PORTFOLIO. GROWTH OPTION

Sutstotal(A)

LONG TERM INVESTMENTS

1. lnver;tment in Ghataprabha Water Users Co-op Federation

(20 $hares of Rs. 50,000 each, fully paid)

2. Inve{ilment in Malaprabha Water Users Co-op Federation

(20 $hares of Rs. 50,000 each, fully paid)

Sub.total(B)

TOTAL(A+B)

TRANSACTION DETAILS DURINGTHEYEAR 2OO4-05

AT 31.03.05

Ni l

Nil

(Rs. in lakhs)

AS AT 31.03.04

1,600.00

1,600.00

10.00

10.00

20.00

1,620.00

st.
No. Name of the Scheme

In Units ( Nos.) (Rs. Lakhs)

Opening
Balance

Transactions
during
200+05

Closing
Balance as
nn ?l  f lQ l lE

Purchase
Value

NAV
as on

Market Value
as on

31.03.05
) r Sales

I ING Income Portfolio -

Growth Option

9 ,601  ,190 .55 9 ,601  ,190 .55 Ni l N i l

TOTAL 9,601,190.55 9,601 ,190.55 Nil Nil



SCHEDULE - F : INVENTORTES

PARTICUIARS

Stores & Spares

Less : Provision for obsolesence

Tools & Plants

Less : Provision for obsolesence

Released Articles

Less : Provision for obsolesence

SCHEDULE - G : SUNDRY DEBTORS

PARTICULARS

Debts Outstanding for a period
- exceeding six months
- less than six months

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALOBE

(Rs. in lakhs)

4T31.03.0s AS AT 31.Ut.04

75.40

212.60

123.64

88.96

231 .18

231 .18

3.28

3.28

AT31.03.05 AS AT 31.03.M

1 .

2.

(uNsEcuRED, CONSTDERED GOOD)



A

B

c
D

E

SCHEDULE. H : CASH AND BANK BALANCES

PARTICULARS

Cash on hand

Cheque/DDs on hand

Remittances in Transit

Cheques in Transit

Cash at  Bank:

I With Scheduled Banks
.1 . In Savings Bank Accounts

2. ln Current Accounts

3. In Escrow/Designated Accounts

4. In Deposit Accounts

ll Others

1. Dist. Treasury

SCHEDULE- l :  LOANS&ADVANCES
(uNsEcuRED, CONSTDERED GOOD)

PARTICULARS

AS AT 31.03.0s AS AT 31.03.04

Ni l

4.34

4,587.50

N i l

6,640.62

3,457.38

14,689.84

10.06

3,199.66

3,254.15

19,420,00

0:01

6.18

35.00

2.000.00

15,159.83

25,883.87

5.000.00

32.925.06

AS AT 31.03.04

lti.t

SUB-SCH
REF

; -  ASAT31.03.05

23,631.86

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

1. Due from Government

2. Advances for Land acquisitions

3. Mobilisation advance paid to Contractor

4. Contractors - Receivables

5. Advances to Suppliers / Services

6. Advances to Staff

7, Deposits with Government Agencies

8. Flent Advance

9. Deposits with other Agencies

10. Others

itl

l!l

3,099.62

11,155.36

205.66

314.57

193.77

49.10

114.49

11.25

9.65

6.36

(Rs. in lakhs)

23,631.86 15,159.83



SUB .  SCHEDULE.I  .1  :  DUE FROM GOVERNMENT/GOW:AGENCIES

PARTICUTARS AT31.03.0s

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

(Rs. in lakhs)

AS AT 31.03.04

1. Due from Govt. - (Other Adjustments) _ Net

2. Due from Govt. - (Stamp Duty Charges)

3. Due from Govt. - (Water Rates)

4. Due from Govt. / Govt. Divisions

5. Amount Released lor Netravathi project

6. Advances to Minor lrrigation Department

SCHEDULE.J : OTHERCURRENTASSETS
(uNsEcuRED, CONSTDERED GOOD)

PARTICULAHS

1. Interest accrued on Mobilisation
advance paid to Contractor

2. Interest Receivable on Water Rates due

3. Interest accrued but not due - Term Deoosits

4. Tax deducted at Source on Term Deposits &
Mutual Fund Investments

5. Due from Karnataka power Corporation Ltd.,

6. Due from Krishna Bhagya Jala Nigam Ltd.

7. Other Receivables

6:57

Ni l

AT31.03.05

106.74

0.50

1,768.18

24.20

200.00

1,000.00

3,099.62

AS AT 31.03.04

17.34

203.69

40.83

134.52

3.65

6.73

6 .18



tft Annual RePort
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;CHEDULE - K: CURRENT LIABILITIES

PARNCULARS

Sundry Creditors

1. For Supplies / Services
2. For Contractors' PaYments

3. For Expenses
4. Others

TRADE DEPOS]TS & ADVANCES

INTEREST ACCRUED BUT NOT DUE ON BONDS

TNTEREST ACCRUED BUT NOT DUE ON

TERMLOANS

OTHERUABILITIES

1. Tax Deducted at Source

2. Provident Fund Contribution

3. Arnount due to EmPloYees

4. Guarantee Commission PaYable

AT 31.03.05

(Rs. in lakhs)

AS AT 31.03.04
suB

scllREF

K - 1

7,139.26

2,765.20

2,929.26

414.45

2,939.64

231.20

6,465.28

670.40

67.03

303.56
1.85
0.22

1,524.39

7,433.91

2,259.90

3,015.61

1,830.02

B

c
D

TOTAL

PARTICULARS

STATUTORYUABLMES

1. Royalty Recovered PaYable

2. Sales Tax Recovered PaYable

B OTHERLIABILMES

1. Leave Salary Contribution

2. Advances - Deposit Contribution Works

3. Employee Recoveries

4. Gratuity Contribution

5. NSC - Contractors

6. Stale Cheques

7. Contractor's Benevolent Fund

8. Advance / DePosit' Water Rates

9. Interest accrued but not due on loan from Krishna

Bhagya Jala Nigam Limiled

10. CIher Misc. Liabilities

16,187.81 14,539.44

AT31.03.05 AS AT 31.03.M

6.79

1.06

3.40

2.43

2.24

10.97

3.01

12.71

30.23

Ni,

3.71

7.41

1.75

0.04

6.77

0.23

12.71

1.91

2.27

Ni l

2.67

SUB SCHEDULE K - I : SUNDRY CREDTTORS'OTHERS

TOTAL 283.30 67.03



SCHEDULE- L : PROVTSIONS

PARTICUI-ARS

Provision for Taxation

- Wealth Tax (Net of Payment)

SCHEDULE - M : PRELIMINARY EXPENSES

PARTICULARS

Preliminary Expenses

As per Last Balance Sheet

KARNATAKA NEERAVARINIGAM LIMITED : : BANGALORE

(Rs. in lakhs)

AT 31.03.05 AS AT3t.03.04

0 . 1 5

0.15

AT31.03.05 AS AT3t.O!r.04

0.25

0.25
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SCHEDULE . N : EXPENDITURE DURING CONSTRUCTION PERIOD (PENDING CAPITALISATION)

PARTICULARS
SUB

SCTI REF iCURRENTYEAR PBEVIOUS YEAR

A EXPENDITURE

1. Employee Remuneration & Benefits N'1

2. Assets Maintenance N'2

3. Administrative and General Expenses N - 3

4. Director's Remuneration & Benefits

5. Interest

6. Loss on Sale of Assets ' Net

7. DePreciation

8. Provision for obsolete Stores - Net

9. Waiver of penalties on Water Charges

10. Remission of Water Charges

11. Remission of Water Charges - Gokak Mills

12. Interest Remission - Water Royalty

13. Wealth Tax

Total Expenditure (A)

LESS: INGOME EARNED

1. Water Charges

2. Rent Collected

3. Application and Enrollrnent Fee

4. Hire Charges

5. Interest Eamed
IDS : Rs. 47.41 Lakhs (Previous yr - Rs. 119.78 Lakhs)]

6. Income from Mutual Funds

7. Sale of Tender Books

8. Hard Rock Recovery / Cost of Rubbles Supplied

9. Penalties

10. Excess Provision written back

11. Other Income

SubTotal

c
D

E

EXPENDITURE K)R THE YEAR (A.

TOTAL EXPENIITURE AS AT31.03'05 (C + D)
ADD: OPENING BALANCE

+

' ,  4 ,662.76

, , ,  1  , 916 .03
' i ,  3 ,607.75

i;. 4.68

_12,513.12

2.96

, i : . 2 0 8 . 0 6

: i :  .  N i l

ii' Nil

lii, Nil

534.61

, 175.54

0 . 1 5

23,625.66

658.79

53.62

13.77

1.09

. 314.77

, .  17.27

,  1J3232

264.75

is:, 
'16.78

0 . 1 3

43.82

2,517.11

1,108.55

62,993.41

, ,  84,101.96

4,451.38

2,567.98

3,834.40

4.75

t2,139.58

8.04

239.94

60.61

3,150.44

310.29

Ni l

Nil

0.25

26,767.66

574.50

44.91

52.90
2.63

758.93

1,664.04

514.00

47.77

25.23

1.80

11.31

698.02

069.64

39,923.77

62,993.41

(G.S.PRAKASI0
CompanY SecretarY &

General Manager' Finance

Bangalore
Date: 17.08.05

Bangalore
Date : 19.08.05

(K.C.REDDY)
Director

(P.N. SBEENIVASACHARY)
Managing Director

SUBJECT TO OUH NEPOBT OF EVEN DATE
FOR BAO ASSOC'ATES

CHARTEBED ACCOUNTANTS

(G.SUDHNDnA)
Partner

MEM. No.26171

(Rs. in lakhs)



suB-SGHEDULE : N -1 EMpLoyEEREMUNERAT|ON&BENEFrrs

PARTICULARS

_1. Salary

2. Leave Salary Contribution / Leave Encashment

3. Uniform Expenses

4. Medical Reimbursement

5. Home Travel Concession

6. Staff Welfare Expenses

7. Contribution to Provident Fund & Other Funds

8. Gratuity / Gratuity Gontribution

TOTAL

SUB-SCHEDULE : N -2 ASSETS MATNTENANCE

PARNCULARS

1. Buildings and Colonies

2. Reh and Rest, Electricals

3. Canals and Distributories

4. Machinery and Equipments

5. Otfice Equipments / Computers

6. Roads, Bridges and Cr;lverts'

7. Vehicles

8. Lift lrrigation

9. Barrages

10. Dam and Reservior

11. Furniture and Fixtures

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

(Rs. in lakhs)

PREVIOUS YEAR

,594.03

20.98

5.82

24.52

0 . 1 4

12.54

3.23

1.50

4,128.59

285.96

5.88

21.45

0.11

5.48

3.52

0.39

t

198.07

0.58

999.45

0.03

20.59

229.99

238.93

126.24

82.16

19.31

0.68

4,451.39

PREVIOUS YEAN

161.62

0.23

1,429.92

2.80

15.43

532.62

222.30

116.18

47.09

40.53

0.26

t,916.03 2,567.98

' includes Rs. 50 lakhs incurred on Namma Hoia Namma Raste echeme & Rs. 60.45 lakhs on Nammura Bandaras
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SUB-SCHEDULE:N -  3 ADMTNISTRATIVE AND OTHER GENERAL EXPENSES

PARTICULARS

(Rs. in lakhs)

PREVIOUS YEAN

36.59

8.87

6.27

41.26

85.42

357.47

1. Rent

2. Insurance

3. Rates & Taxes

4. Postage & TelePhone ExPenses

5. Printing and Stationery

6. Electricity Charges

7. Travelling ExPenses

- Managing Director & Other Directors

- Others

8. Audit Fees including Service Tax - Statutory Audit

- Other Services

9. Bank Charges

10. Expenditure on CADA Works

11. Afforestation ExPenses

12. Crop ComPensation

13. Hire Charges

14. Testing Fee

15. Publication of Notices

16. Legal and Professional Charges

17. Sitting Fees

18. lssue Belated ExPenses

- Lead Manager / Arrangers' Fee

- Rating / Surveillance Fee

- Other Payments

- Registrar & Transfer Agent's Fee

- Registration & Mortgage Fee

- Trustee Fee

19. Guarantee Commission

20. Software & Network ExPenses

21. E - Tendering ExPenses

22. Pubtrcity ExPenses

23. Other Administration Expenses

3.65

1.63

1,266.06

3.00
'107.22

37.79

8.34

142.58

47.O7

o . 1 7

2.97

1.34

930.31

1,083.09

88.28

21.25

3.41

153.71

46.57

0.55

49.67

7.44

4.87

39.79

118 .94

382.78

172.24

1.89

143.47

2 . 1 6

0.81

145.36

50.00

18.89

1.31

1.78

1.42

7.30116.78
1,049.71

5.60

12.01

11.92

18.49

80.70
698.4v

1.03

12.00

11.39

18,16

TOTAL 3,607.75 3,834.40



SCHEDULE - O : SIGNIFICANT ACCOUNTING POLICIES

The company is a Government of Karnataka 4.
enterpr ise set  up wi th  the speci f ic  task of
implementing certain irr igation projects. The
company's operation and maintenance costare met
as far as practicable, by water rates demand raised

- for supply ol water and balance from monies received
from Government of Karnataka for carrying out its
functions. Hence, the financial statements are
prepared on a going concern basis.

The accounting policies not specifically referred to
herein is consistent and is in consonance with
generally accepted accounting principles and 5.
applicable mandatory Accounting Standards/
Guidance Notes issued by the Institute of Chartered
Accountants of lndia.

1. CAPITALWORKIN PROGRESS

The irrigation projects being implemented by the
company envisage completion of entire project
consisting of dams, canal systems, canal neVwork
etc. in an integrated manner as this form a
composite network. Accordingly, the cost will be
capitalised only on completion of the respective
pro jects  in  ent i re ty .  Unt i l  such complet ion,
expenditure incurred on construction (which includes
in certain cases part payments for works completed
pending approval of competent authority) is shown
under CapitalWork in Progress against appropriate
heads.

2. EXPENDITURE DURING CONSTRUCTION

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

3. FUEDASSETS

3.1(a)The fixed assets transfened bythe Govemment
of Karnataka have been taken over at the
assigned values, which are treated as cost in
the books of account of the company.

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

3.2 Boads include appurtenant bridges.

KARNATAKA NEERAVARINIGAM LTMITED : : BANGALORE

DEPRECIATION
Depreciation is provided on straight-line method at
the rates provided under Schedule XIV to the
Companies Act, 1956, in the manner stated therein
except in respect of
(a) Roads and Buildings {otherthan Factory Buildings}

where a higher rate of depreciation of 3.34% has
been adopted.

(b) Furniture and Fixtures costing lessthan Rs.5,000/-
which are fully depreciated in the year of purchase.

INVESTMENTS

5.1 Investments in  Shares of  Water  Users
Cooperative Societies are treated as Long Term
lnvestments and disclosed at Cost. Provision
for  d iminut ion in  the va lue of  long term
investments is made only if such a decline is
other than temporary in the opinion of the
management.

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

INVENTORIES

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

RENREMENT AND OTHER BENEFITS

(7.1) 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  avai led by such
employees during their service with the
Company is regulated as per Karnataka
CivilService Rules (KCSR) and accounted
as and when paid.

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.

6.

7.



(z.z)
Undertakings

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

(7.3) Employees on contract
Leave salary and Gratuity is provided on actual
basis in respect of liability at the end of the
year.

WORK BILLS AND EXPENDITURE
Considering the nature of activity of the company,
liability towards work bills is recognized on receipt
of certified bills from the competent authority.

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

10. PROVISION, CONTTNGENT LIABILITIES AND
CONTINGENTASSETS
Provisions involving substatial degree of estimation
in measurement are recognised when there is a
present 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.

11. CURRENT AND DEFERRED TAX
Provision for Current Tax is made after taking into
account benefits available underthe lncome TaxAct,
1961. Deferred Tax resulting 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 elitent
that there is a reasonable certainty that the assets
will be realised in future.



SCHEDULE - P: NOTES FORMTNG PART OF ACCOUNTS

1 EXPENDITURE DURING CONTRUCTION PERIOD

a. The projects implemented by the company are in
various stages of completion and none of the
projects have been completed in its entirety as
at the end of the year. Therefore, the company
has prepared a statement of Expenditure During
Construct ion (pending capi ta l isat ion)  in
accordance with the disclosure requirements of
Part ll of Schedule Vl to the Companies Act, 1956
instead of Profit and Loss Account.

b. The schedule of Expenditure During Construction
Period will be reviewed and capitalised ortreated
otherwise in accordance with the normally
accepted accounting practices on completion of
the project(s) in its entirety.

2 PROJECTS IMPLEMENTED BYTHE COMPANY

a. The company is a Special purpose Vehicle set
up with the specific objective of implementing new
irrigation projects as also completing certain
ongoing irrigation projects.

b. The Govemment of Karnataka (Govemment) has
entrusted to the company implementation of
certain major and medium irrigation projects in
the Krishna Basin as also Varahi project (west
flowing river).

c. The Government has also transferred the
Engineering division and establishments of
Malaprabha and Ghataprabha Command Area
Development Authority (M&Gp -CADA) to the
company and has permitted it to provide funds
forfield irrigation channels (FlC,s) works on behatf
of the Government and to execute the works of
M&GP -CADA and to claim reimbursement (as
grant) from the Government of India (viz. SOo/ool
cost of FIC's). The expenditure incurred is grouped
under Expenditure During Construction. The
reimbursement from Government of India is
accounted on admission of claims.

DETAILS FOR PROJECT-WISE EXPENDITURE
DURtNc  CONSTRUCTTON (PENDtNG
CAPITALISATION) TNCURRED T|LL 31sr
MAB'05

KARNATAKA NEERAVARI NIGAM LIMITED: : BANGALORE

(Rs. In Lakhs)

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

4 TBANSFER OFASSETS AND LTABILITTES
The Govemment has so far transferred the assets and
liabilities relating to UpperTunga projects (excluding
exist ing canals), Ghataprabha and Malaprabha
projects only. These are taken ipso faao into the
books of account of the company and are subject to
physical verification, reconciliation and review for
provision, write off and/or adjustments.
The assets and liabilities retating to other projects
will be accounted as and when these are transferred
to the company,

sr.
No. PROJECTS

UPTO
31.3.04

FOR THI
YEAR

2004{5

UPTO
31.3.05

1 GHATAPRABHA fi,nt.w 2,918.9814,690.07
2 MALAPRABHA 15,471.882,666.96r8,138.84
3 UPPER TUNGA 3,n0.w 408.06 3,698.86
4 HIPPARAGI 536.35 112.63 8r8.98
5 GANDORINALA 240.93 80.88 91.81
o BHIMA LIFT ldc.m 96.40 382.06
7 SINGATLUR 181.85 9724 n9.w
I MARKANDEYA 1.94 1.94

HARINALA 2.72 2.72
10 DOODHGANGA 0.44 0.M
11 BENNETOBA 153.73 399.51 55324
12 LOWER MULLAMARI 25.90 m.4 m4.u
't3 TUNGA LIFT

14 ITAGI SASALWAD 0.72 0.72
15 BASAPURA LIFT 1.53 1.53
16 VABAHI 117.8 13056 248j4
17 KALASA NALA 4.45 38.82 73.27
18 BANDURA NALA
19 OTHER EXPENDITURE'

. INTEFEST 40,45.w 12,479.65 52,s24.9s

. OTHER

EXPENDITURE 7,74.61 1,7fi.07 9,514.68
Total 79,927.4921,418.19101,345,67

n Less: INCOME 16,934.08 309.62 17,243.70
Net Expenditure 62,99B..4021,1085/84,r01.97
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EXPENDITURE ON EMPLOYEES

A separate order from the Government detailing the

terms and conditions of deputation of officers and staff

is awaited. However the company is fol lowing

Karnataka Civil Service Rules (KCSR) in respect ot

such deputed ofticers and staff while effecting
payments.

SECURED LOANS:

a The bonds, interest, trustees remuneration and

allother monies relating thereto are secured by

a first mortgage and charge (which shall rank
pari passu lor existing and future borrowings):

i. On such of properties of the Company as may

be agreed in consultation with the Trustees,
subject to a minimum asset cover of 1'25

times of the outstanding in such form and
manner as may be agreed to by and between
the comPanY and the trustees.

ii. A first charge on all monies received / to be

received in the designated account of the

company from the Government (including on

account of sale of water from irrigation and
power generation) pursuant to obligations
undertaken bY the Government.

b. Charge has been registered in respect of all

Secured Loans, except in respect of Bonds

issued under Series Vll where the Company has

approached the Government for exemption of

stamp duty and fee for registration of the

mortgage / trust deed and the same is awaited'

c. The Bonds issud by the company upto Series
VA are in physicalform. The company has so far

issued certificates upto Series lV (comprising lV

and IVA)
d. In terms of tripartite agreements between the

Government, company and the trustees' the

Government  has agreed to make year ly

budgetary provision during the entire tenure of

secured loans an amount equal to the interest
payment /pr inc ipa l  insta lment  due in  the

respective years for disburse directly into the

Designated Escrow account . ln view of the above

the Company does not propose to create a

Fledemption Reserye as required u/s 117C of the

ComPanies Act, 1956.

e. Reset Bonds
The coupon rate applicable for the current year

in respect of Reset Bonds - Series ll is7.38o/o

payable annually. These bonds were redeemed
in March 2005.

7 FIXED ASSETS/CAPITAL WORK IN PROGRESS

a. Other Assets under Capital Work in Progress
includes:

i. Rs. 278.68 Crores representing establishment
and other administratlve expenditure transferred
by Government on incorPoration.

ii. Rs. 13.50 Crores representing share of common
expend i tu re  (a long  w i th  Governmen t  o f
Maharashtra) incurred in respect 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. Value of land brought into books of account of

the Company are subiect 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 revenue expenditure incurred

in connection with rehabilitation activity'

e. No provision/adjustment in the accounts has been
made for value reduction in respect of items
identified for disposal and few old items, which
are sparingly used, pending receipt of necessary
details.

f.  Vehicles amounting to Rs. 1.24 Crores are
pending transfer in favour of the company'

g. Depreciation on Boads transferred by the

Government has been provided by treating the
same as metatled roads pending identification
and classilication between metalled and non'
metatled roads. Capital expenditure on Roads
includes expenditure incurred in respect of roads'
where t ransfer  o l  ownership is  yet  to  be
comPleted.

8 INVENTORIES

Hard rock extracted during excavation for civil work is

not valued as the realisability is contingent upon its

utilisation/sale in its presentform. The same is brought
to books on sale.



9 SUNDRYDEBTORS
a. Dues from Industrial Unit:

The water royalty of earlier years due from an
industrial unit towards use of water for hydel power
generation has been mutually settled resulting in

_ write back of revenue recognised in the earlier
year amounting to Rs. 7.09 Crores (including
interest of Rs. 1.75 Crores) during the year. The
Settlement is pending formal concurrence of
Government.

KARNATAKA NEERAVARI NIGAM LIMITED : : BANGALORE

12 DISCLOSURE IN TERMS OF MANDATORY
ACCOUNTING STANDARDS:

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

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

c .

The company is a state controlted enterprise (as
defined in clause 10 of the Standard) and
accord ingly  in format ion in  respect  o f  key
managemenl personnel [as detailed in Note 15
(a) belowl only is fumished as required under clause
9 of the Standard.

d. OPERATING LEASE (ACCOUNTING STANDARD
19):
The companies' significant leasing arrangements
are in respect of operating leases in respect of its
otfice premises. These lease arrangements, which
are not cancellable, are generally for 5 years and
are usually renewable by mutual consent. The
aggregate lease rentals payable are disclosed
under Rent in Schedule - N.

e. DEFERRED TAX (ACCOUNTTNG STANDARp 22X
Deferred Tax Asset (Rs. crores)
Business Loss 79.01
Depreciation O.O3
Total 79.04
The same has not been recognised as a matter ol
prudence.

f .  tMpAtRMENT OF ASSETS (ACCOUNTTNG
STANDARD23):
The company is a Special purpose Vehicle set
up to  implement  i r r igat ion pro jects  of  the
Government. The assets created (other than
movable assets) are not intended for sale and
hence there is no basis for making a reliable
estimate ol the amourit obtainable from the sale
of the asset in an arm's length transaction. Hence
the recoverable amount is determined at its value
in use in terms of Para 16 of the standard.

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

c. Due from Karnataka power Corporation Limited:
Agreement is yet to be execuled with the
corporation in respect of revenue towards use of
water for power generalion. Accordingly, no
income (amount  unascer ta ined)  has been
recognised in the books of the company till date.

10 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 Otficers
Represents sums re leased towards land
acquisition and other majntenance expenditure
of some of the off ices. The company has
entrusted the job of recording of receipts and
expenditure to an external agency. Necessary
entries will be effected on receipt of certificate
from the agency.

c. Duefrom Staff
Necessary ent r ies wi l l  be ef fected on
reconciliation of staff advances with the records
maintained in divisional lField Offices, which is
under progress.

11.frTHER CURRENT ASSESTS
Rent from occupants of quarters and other building

_ (other than employees of the company) and
electricity charges recoverable as per norms are
accounted on accrual  bas is  to  the extent
ascertained. Necessary action is being taken to
ascertain the arrears and recover i t  from the
concerned occupants/authority as also to get the
premises vacated by unauthorised occupants.
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13 CURRENTLIABILITIES
a. Liabil i ty towards municipal taxes (amount

unascertained) pending mutation in favour of the

company will be accounted on determination'

b. No provision has been made towards lnterest
accrued but not due in respect of broken period
of bonds amounting to Rs. 25.23 Grores.

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

14 GENERAL
a. In the opinion of the management, the current

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

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

c. Balance under Advances, deposits, creditors for
supplies, trade deposits and advances are subject
to confirmation and consequential adjustments'

15 ADDITIONAL INFORMATION
a. Managerial Remuneration:

(Rs. in

Name
Pay &

Allowances
Other

Benefits

AshokV. David,
Manaqinq Director 1 . 1 9 Nil

(Previousyear) 0.ffi Nit

P.N.Sreenivasachary
Manaqinq Director

3.25 0.06

(Previousyear) Nil Nit

Shri D N Desai,(Director Nil 0.06

(Previousyear) Nit 0.37

b. There are no earnings or expenditure on foreign
exchange. (Previous Year- Nil)

c. Maintenance expenditure on Roads includes
expenditure incurred in respect of roads where
transfer of ownership is yet to be completed'

d. Contingent Liabilities:

i. Estimated amount of contracts remaining to be
executed on capital account not provided for
(to the extent ascertained) Rs'582.95 Crores
(Previous Year Rs'403'40 Crores)

ii. Claims against the company not acknowledged
as debt (to the extent ascertained) Rs'11'46
Crores (Previous year Rs. 10.80 Crores)

i i i .  Other  monies for  which the company is

contingently liable (amount not ascertainable)

a) Land acquisit ion cases (including enhanced
compensation / interest)

b)  Cla ims on account  of  var ious arb i t ra t ion
proceedings, labour cases and court cases'

Notes:

1 .  The  company  
' does  no t  expec t  any

re imbursements in  respect  o f  the above

contingent liabilities.

2.Thecash flows in respect of matters referred to

in (i) above is generally expected to occur during
the financial Year 2005-2006'

3. lt is not practicable to estimate the timing of cash
outflows, if any, in respect of matters (ii) and
(iii) above pending resolution of the arbitration/
appellate Proceedings.

(P.N. SR EEN IVASACHARY)
Managing Director

SIJBJECT TO OUR REPORT OF EVEN DATE
FON NAO ASSOC'ATES

CHAHTERED ACCOUNTANTS

(G.SUDHINDRA)
PARTNEB

MEM. No,26171

(G.S.PRAIGSH)
Company Secretary &

General Manager' Finance

Place i Bangalore
Date:17.08.05

Bangalore
Date:19.08.05

(K.C.REDDU
Director
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31"' MARCH 2OO5

Note:
1. The company is executing various rrrigation projects entrusted to it by the Government of Karnataka' which

are under various stages of progress and are yet to be completed. 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-P). Accordingly, cash Flow from operating Activities is shown

as Nil and the Net Expenditure During construction Period, pending capitalisation and adjustment for Net

current Asset changes have been shown under cash Flow from investing activities'

2. The Gash & cash equivatents represent cash and Bank balances including balance in Escrow/Designated

Accounts and Deposit with Treasury'

3. The cash Flow statement has been prepared under the indirect method as set out in the Accounting

Standard-3onCashF|owStatement issuedbythelCA| .

(G.S.PRAKASH)
ComPanY Secretary &

General Manager' Finance

Place: Bangalore

Date : 17.08.05

Place: Bangalore

Date :19.08.05

(K.C.REDDY)
Director

(P.N. SREENIVASACHARY)
Managing Director

SUBJECTTO OIJR REPORT OF EVEN DATE
FOR RAO ASSOCIATES

CHARTERED ACCOUNTANTS

(G.SUDHINDRA)
PARTNEH

MEM. No.26171
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INFORMATION PURSUANT TO PART. III OF THE SCHEDULE VITO THE COMPANIES ACT, 1956
BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE AS AT 31 .03.05

I REGISTRATION DETAILS

REGISTRATION NUMBER BALANCE SHEET DATE

OTHERS ** ( Rs. lakhs)

CAPITAL RAISED DURING THE YEAR:

POSITION OF MOBILISATION AND DEPLOYMENTOF FUNDS- (Rs.lakhs)

TOTALLIABILITIES (Rs.lakhs) 330,967.15 TOTAL ASSET (Rs. lakhs) 330,967.15

A. SOURCES OF FUNDS ( Rs. lakhs)

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

APPLICATION OF FUNDS ( Rs. lakhs)

IV

PERFORMANCE OFTHE COMPANY Not Applicable, since the Company is slill in the
construction stage.

V

GENERIC NAME OFTHREE PRINCIPAL
PRODUCT OF THE COMPANY

Not Applicable, since the Company is an
infrastructure company and no manufacturing
activity is involved.

(G.S.PRAKASH)
"Tompany Secretary &

General Manager-Finance

3angalore
'ate : 17.08.05

.., Bangalore
Date : 19.08.05

(KC.REDDY)
Director

(P.N. SREENTVASACHARY)
Managing Director

SUBJECTTO OUR BEPOHTOF EVEN DATE
FOR'ttAO ASSOCIATES

CHARTERED ACCOUNTANTS

(G.SUDHTNDRA)
Partner

MEM. No.26171

't98,473.74 13,519.80

RESERVES & SURPLUS 118,973.61

UNSECURED LOAN

NET FIXED ASSETS** 222.442.67 INVESTMENTS 20.00

NET CURRENT ASSETS 23,722.U MISCELI-ANEOUS
EXPENDITURE 680.17

EXPENDITURE DURING
CONSTRUCNON
PENDING CAPITALISATION 84,101.97

**r NET FIXED ASSETS includes CapitalWork-in-Progress





Down Stream view of Gandorinara Dam near Mahagaon cross, Gulbarga Distfict'

ConstructionofBhimaLiftBa:lragefrornl-eftFlankAbutment
near Sonna' Gulbarga District'
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