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KARNATAKA NEERAVARI NIGAM LIMITET)

*,,. F I o offi #i$Fu,.d, B u i I d i n s,
No. 1, Dr. Ambedkhar Veedhi, Bangalore - 560 001

NOTICE

Notice is hereby given that the 6th Annual General Meeting of the Members of the Company wil l  be held on

Monday,  the 13th September 2004 at ' lL . .qS p.m.  at  "Kr ishna" ,  Home Of f ice of  the Hlon 'b le

Ghief Minister, Kumara Krupa Road, Bangalore - 560 001 to Consider and transa,ct the fol lowing business:

ORDINARY BUSINESS

1. To receive, consider and adopt the Balance Sheet

Construction Period for the year ended on that date

Reports of Directors' and Auditors thereon.

SPECIAL BUSINESS

Date : 07.09.04

Place : Bangalore.

as at 31 .03.2004 and the Expenditure During

along with the Scheduk-'s attached therreto and

G.S. Pnakash

Company Secretary

2. To Consider and if  thought f i t ,  to pass with or without modif ication, the fol lowing resoulation as an

ordinary resolution

"Resolved 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 thr: Board

of Directors of the Company for mortgaging and / or charging by the Board of Directors al l  the imnrovable

and movable propert ies of the Comany where so ever situate, present and future are the whole of the

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

the Company in certain events to or in favour of M/s. Life Insurance Corporation of India, M/s; lndian

Overseas Bank,  and M/s Karanataka Bank in  respect  o f  the term loan of  Rs.  45.00 crores,

Rs. 50.00 crores and Rs. 25.00 crores respectively availed in terms of the respective loan agreements

entered into with the said lnsti tut ions"

"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 resoult ion"

By order oll the Board
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Note:

1. As per the provisions of section 224 (aa) of the Companies Act, 1956, the payable to the

Auditors has to be fixed by the Company in General Meeting or in such as the Company in

General Meeting may determine. At the Ud Annual General Meeting held .09.01, the AGM have

authorized the Board of Directors to fix the remuneration payable to the Auditors of the

Company every year separately as and,when appointment is made by thq & AG of lndia, under

section 619 (2) of the Companies Act, 1956. Accordingly, the Board have a remuneration of

Rs. 2.00 lakhs as the fee payable to the Statutory Auditors M/s. Rao for the year

2003-04.

2. A Member entitled to attend and vote at the Meeting is entitled to appoint a

instead of himself and such Proxy need not be a Member.

to attend and vote
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Explanatory Statement pursuant to Section 173 (2) of the Companies Aclt, 1956 pertaining to

Special Business

ITEM No.2

According to Section 293 (1) (a) of the Companies Act, 1956, the consent of the Memebrs of

the Company is required to sell, lease or otherwise dispose of the whole are substantially the virhole

of the undertaking of the Company. The Company has been funding the implementation of the irrigation

projects entrusted by Government for mobilising resources through issue of bonds. The terms and

conditions of issue of bonds stipulate that the bonds shall be secured by a first mortage and charge

on the Companies properties in such form and manner as may be agreed to bretween the Company

and the Trustees to the Bondholders subject to minimum asset cover of 1 .25 times. The security

so offered provides for taking possession and sale of such assets in certain errents by the Trustees

for realization of the amount borrowed by the Company and the interest and other charges; due

thereon. Since the immovable properties of entire projects are charged as security for the bonds,

consent of members is required to be obtained under Section 293 (1) (a) of the l\ct. Such a resoullation

has already been obtained at the 1't Annual General Meeting of the Company held on 29.03.2000 for

creation of Security with respect to borrowings through issue of Series I Regular & Reset Bonds in

favour of M/s Induslnd Bank Trustees to Bond holders and also in respect of luture issues of bonds

through Series of private placement / public issue of bonds.

The Company has now availed term loans of Rs.45.00 crores, Rs.50.00 crores and Rs.125.00

crores respectively from M/s Life lnsurance Corporation of India, M/s Indian Overseas Bank and

M/s Karanataka Bank which are to be now secured by first charge parri-parssu with the charges

already created by the Company in favour of the Trustees to Bond Holders M/s; Induslnd Bank for the

monies borrowed through issue of Series of bonds. Hence this resolution. Your Directors recomrnend

to pass this resolution. None of the Directors are interested in the resolution.

By order of the Board

Date :07.09.04
Place : Bangalore

G.S. Prakash

Company Siecretary
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DIRECTORS' REPORT
Dear lVlembers,

'/our Directors have pleasure in presenting the Sixth Annual Report together with the Audited Accounts for the
year ended 31' '  March 2004.

2. '/our Company is p,lssgntly implementing 18 lrrigation projects of which 17 are Krishna basin projects and one
west flowing river project viz. Varahi. The total estimated cost of these projects is Rs. S,g22.S1crores. The
balance cost of these projects as on 1 .4,04 is Rs. 3,077.97 crores. The salient features of these projects undertaken
during the year are given below:

s l .
No.

Projects
Latest

estimated cosl
(in crores)

Balance cost
as on 1.4.2004

(in crores)

Ultimate
Potential

(Ha)

Balance
potential

(Ha) (As on

01.04.2004)

Allocation
of water
(fMc)

1 Ghataorabha 947.00 1 8 1 . 8 3 3,31,000 76,937 89.10

2 Malaorabha 816.00 29.57 2.20.028 26,453 27.00

J Hippargi 901.00 819.06 74,742 74,742 12.10

4 Markandeya 249.85 28.11 19,105 19,105 4.00

5 Harinala 42.00 1.50 3,480 0.64

UpperTunga Project 1,052.33 654.23 80,494 80,494 12.24

Singatalur 595.00 567.35 47,754 47,754 18.55

I Bhima Lift 187.58 172.15 24,292 24,292 6.00

I Gandorinala 132.95 32.78 8,094 6,932 2 . 1 6

1 0 Tunga Lift 24.12 24.12 2,089 2,089 1.43

11 Kalasa Nala 44.78 44.43 Diversion Schemes proposed to diverl
7.56 TMC of Water to Malaprabha

Project.1 2 Bandura Nala 49.20 49.16

1 3 Dudhganga 124.00 62.03 15,167 15,167 4.00

1 4 VarahiProject 345.00 308.60 15,702 15,702 16.51

1 5 Basapura LIS 9.36 9.26 2,266 2,266 0.60

1 6 Itagi-Sasalwad Llfi 8.00 8.00 1,983 1,983 0.55

1 7 Bennithora Project 285.98 61.61 20,2U 20,2U 5.75

1 8 Lower Mullamari Proiect 148.36 24.18 8,100 8,100 2.61

Total 5,962.51 3,077.97 9,74,530 4,22,250 203.24



Ath Annual  Report
\, zona-)oo/l

3. In addition to the above projects your Company has been entrusted the Upper Bhadra Stage -1, 8 Lift lrrigation

Schemes, 5 canal modernization works and construction of bandaras, all under Krishna Basin. The estimalied cost

of these projects is Rs. 5,138.07 crores as per the details given below :

s l .
No. Projects

Latest
estimated cost

( in crores)
Remarks

1 Lifting of water f rom

Hiranyakeshi r iver to GRBC

30.00 Stabilisation/ augmentation of suffering atchkat.

z Sri Rameshwar LIS 218.42

Guddad Mal lapur LIS 60.00
4 Javaluhal lLlS 3.33 Stabi I isation/ auqmentalion of suff ering atchkat

5 Bel larv Nala LIS 138.28
H Bennihal la LIS I  / . J J Stabilisation/ auqmentalion of sufferinq atchkat

Konnur LIS 6 . 1 5 Stabilisation/ augmental ion of suffering atchkat

I Upper Bhadra Stage-l 2,813.00

I Ko lach iL lS 2.25 Stabilisation/ au gmental ion of sufferin g atch kat

10 Bandaras Total 163 Nos. 101.76
1 1
I I Modernisation of Bhadra 365.00
12 Modernisation Tunqabhadra 1,180.00
13 Vijaynagar Channels 100.00
1 i
t r+ Modernisation of Tunga Anicut 65.05

Modernisation of Gondi Anicut 37.50

Total 5.138.07

The total  amount required to complete the 17
projects currently under implementation as well as
newly entrusted projects amounts to Rs. 8,216.04
crores.

4. The expenditure incurred on the projects during the
year is Rs. 356.52 crores as against Rs.274.34
crores during the previous year.  The lrr igat ion
potent ial  created during the year was 27,571 Ha
as against 19,843 Ha during the previous year. The
annual works programme for the current year
2004-05 is fixed at Rs. 555.00 crores with a target
of creating irrigation potential of 33,000 Ha. Survey
works are taken up for the newly transferred projects

from Sl.No. 1 to 9 of para 3 above.

., Transfer of Assets & Liabilities:

5. The Government has so far transferred the assets
ancl l iabi l i t ies relat ing to Upper Tunga Project
(exc lud ing  ex is t ing  cana ls ) ,  Ghataprabha and
Malaprabha projects only. The Assets & Liabilities
relating to other projects are yet to be transferred
to the Company. In this regard i t  is brought to the

notice of the members that in respect of certain
l iabi l i t ies towards ourchases made in Bennithora &
Lower  Mul lamar i  Pro j r :c ts ,  Government  have
appointed a Committer- :  to invest igate into the
irregular i t ies reported in the purchase of mater ials.
Such liabilities have not been accounted oending the
outcome of such investigation.

Part ic ipatory l rr igat ion Management and CADA
works:

So far 528 Water Users'  Societ ies hav'e been
reg is te red  aga ins t  a  ta rge t  o f  600.  l r r iga t ion
management has been handed over in rerspect of
336 WUCSs. A sum of Rs. 4.61 crores hias been
provided towards special repairs before such handing
over including a sum of Rs.18.21 crores provided
during the previous years. The Field lrrigation potential
created during the year was 16,067 Ha. 

- l -he 
FIC

poten t ia l  c rea t ion  p lanned dur ing  cur ren t  year
2004-05 is 43,101 Ha.

Mobi l isat ion of Resources:

The company mobilized ia sum of Rs. 200.00 crores

through Series-Vl bond issue at coupon of 6.70%

o .

7.
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8.

9 .

during the year. The aggregate borrowings in respect
of Series- l  to Vl amount to Rs.1,357.05 crores. The
Grcvernment has indicated a borrowing programme
of Rs. 375.00 crorers for your Company during the
F\ /  04-05 .  The Company has  reques ted  the
Government for additional borrowing support through
ofl'budget borrowing commensurate with the balance
co,st of projects to be implemented in a time bound
programm€ in order to ensure utilization of state's
share of water allocated under Bachavat award
(Scheme-A).

Thre Company has e>rercised call option on 15th May
2Ct04 in respect of Series- l  Regular Bonds of
Rs;.119.76 crores which were carrying a coupon of
13.25o/" through 7o/o\:erm loans.

Shrare Capital:

The investment of ther Government of KarnatakA in
thc' equity of the comrpany as on 31.3.04 is as
follows:

Particulars Amount
(Rs.lakhs)

a. Paid-up Capital 1,36,951.72

b. Advance against eqLrity
share caoital 26.626.8s
Total 1.63.578.57

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

Accounts:

10. Since the projects arer still under construction stage
as at 31.3.04, an Expenditure During Construction
Period (pending capitalization) and Balance Sheet
as on that date have been prepared.

Management Discussion and Analysis:
11. The Company is established as a Special Purpose

Vehicle by the Government of Karnataka to complete
certain identified irrigation projects on a fast track
bas;is and as such operates in the domain of public
works. In the strict sense its operations cannot be
related to any competitive position with respect to
which this report is to bre submitted as required under
the provisions of the Listing Agreement with the
National Stock Exchange.

12. There is considerable scope for the Company to
create irrigation potential in the Krishna basin by
utilizing the en-block allocation of water made by
the Krishna Water Disputes Tribunal. However,
addressing environmental concerns, mobilization of
required resources, acquisition of land, organizing
Rehabil i tat ion of project affected people and
competing demands of water users necessitating
change in scope of projects have been the major
challenges faced by the Company.

13. Your company's borrowing programme is ful ly
supported by Government of Karnataka. The interest
and principal repayment have to be provided in the
Budget. As such your company is dependant on the
finances of the Government of Karnataka which has
maintained a good track record in this regard. your
company does not generate any income other than
revenue from water rates charged to farmers.

14. The company has adequate internalcontrolsystems
since PWD codal provisions which are time tested
over the years have been adopted by the Company.
The company has also appointed afirm of Chartered
Accountants for the internal audit of all the field
offices.

15. The total number of off icials employed by the
Compiany is 5249 and almost all of them are on
deputatiop from the Government of Karnataka.

Corporate Governance
16. The listing agreement executed with the National

Stock Exchange requires compliance with specified
Corporate Governance practices. The KNNL has been
practicing the principles of good Corporate Governance
and has always followed the philosophy of conducting
i t s  ac t i v i t i es  w i th  due  comp l iance  o f  l aws ,
transparency and internal control systems and
procedures. The Comrnittees conStituted by the
Board oversee critical functional areas. Accordingly
a report on Corporate Governance is furnished below:

a) Board of Directors.- The present strength of
Board of Directors is 12 members. The Managing
Director is the only whole time Director. All the
Directors are appointed by the Government of
Karnataka and are persons who are serving /
retired officers of Government having experience
in diverse fields, The Board held six meetings
during the year. The names of the Board members
and their attendance at Board meetings and at
the last Annual General Meeting are given below:
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Name of the Director

NO. OI

Board
meetings
attended

Attendance at
lastAGM

(2e.09.2003)
Remarlcs

Sr iS .M.  Kr ishna 2 Not Attended Ceased to be Chairman & Direrctor w.e.f. 30.3.041

Sri  H.K. Pat i l 3 Attended Ceased to be Vice Chairman Il Director w.e.f

30.12.2003

Sri  M.B. Prakash N.A. N.A. Ceased to be Chairman & Direrctor w.e.f. 08.04.2003

Sri Chiranjiv Singh N . A . N.A. Ceased to be Director w.e.f . 26.05.2003

Sri  Adhio Chaudhuri N.A. N.A. Ceased to be Director w.e.f . 251.06.2004

SriJ.P. Sharma 1 N.A. Ceased to be Director w.e.f . 31 .07.2003

Sri  B.S. Pat i l 4 Attended Ceased to be Director w.e.f . 11' .2.2004

Sri B.K. Das 1 Not Attended Ceased to be Directorw.e.f. 251.6.2004

Sri K. Jairaj .t Attended Ceased to be Director w.e.f. 251.06.2004

SriS.J. Channabasappa 4 Attended Ceased to be Director w.e.f . 2C1.08.2004

SriR.B. Agawane 4 Attended Ceased to be Director w.e.f. 05.03.2004

Sr iA.P.  Joshi N,A, N.A. Nominated as Director 05.03.2:004

Dr. S. Subramanya 5 Attended Ceased to be Managing Directorw.e.f .20.02.2004

Sr iD.N.  Desai 4 Attended Ceased to be Director w.e.f. 06.08.2004

Sr iK .C.  Reddy Attended Nominated w.e.f. 21 .01 .2003

Sri G.S. Paramashivayya 6 Attended Ceased to be Directorw.e.f. 251.06.2004

Sri Allum Veerabhadrappa 2 N.A. Ceased to be Director w.e.f . 06.04.2004

Sri  A.K.t t / .  Nayak N.A. N.A. Ceased to be Chairman & Direrctor w.e.f . 15.06.21104

Again nominated as Director r,lt.e.f . 06.08.2004

Sri  N. Dharam Singh N.A. N.A. Nominated as Chairman & Dirr-.ctorw.e.f. 15.06.21004

Sri Mallikarjuna Kharge N.A. N.A, Nominated as Vice Chairman & Director w.e.f .

15.06.2004

Sri K.K. Misra 2 Not Attended Nominated as Directorw.e.f. 31 .07.2003

SriS V. Ranganath N.A. N.A. Nominated as Director w.e.f. 06.08.2004

SriVi jay Gore N.A. N.A. Nominated as Directorw.e.t.29.O6.2004 and cearsed to

be Director w.e.f . 20.08.2004

Sri  K.P. Pandey N,A. N.A. Nominated as Di rector w.e.t. 29.06.2004
Sri  R.A. Audi N.A. N.A. Nominated as Director w.e.f . 29.06.2004

Sri Ashok V. David N.A. N.A. Ceased to be Managing Director w.e.t.2.7.2004

Sri P. N. Sreenivasacharv N.A. N.A. Nominated as Managing Director w.e.f  .2.7.2004

Sri Chiranjiv Singh N.A. N.A. Nominated as Di rector w.e.I. 20.08.2004
Sr iH.S.  Mahesh N.A. N.A. Nominated as Director w.e.f. 20.08.2004

b) Technical Sub-Commitfee; The Technical Sub-
Commi t tee  o f  the  Board  compr ises  o f  s ix
members including the Managing Director.  The
Chairman of the Committee Sri  K.C. Reddy,
Advisor to Minister for PWD & Power and two
other members are engineering professionals

having vast experience in irrigation projects. The

TSC oversees  a l l  techn ica l  aspec ts  o f  the

irrigation projects entrusted to the Company. The
TSC held fourteen meetings during the year.

Finance and Audit Committee. 'The Finance
Committee comprises of tl"re nominated as Directors
by Government  represr- .n ted by the Pr inc ipa l
Secretary (Finance) as Chairman and the Principal
Secretary to CM, Secretary, Water Resources Dept.
and the Managing Director as Members. The Finance

c)
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Committee oversees the Annual Budget formulation,

Resource mobilization and administrative matters.

Upto 3.9.2003 the Finance Committee was also

exerrcising the role and responsibilities of Audit

Cormmittee. A Separate Audit Committee which

wars constituted w.e.f . 04.09.03 comprises of four

members who are nominated as Directors by

Government with Additional Chief Secretary to

Government of Karnataka as its Chairman and the

Principal Secretary to CM, Principal Secretary

Finance Dept. and Secretary WRD as Members

and the Managing Director and the Controller, State

Accounts Department as Invitees. This Committee

has; been exercising the role and responsibility

ass igned to  the  aud i t  commi t tee  as  per  the
provisions of the listing agreement and section 2924

o f  t h e  C o m p a n i e s  A c t ,  1 9 5 6 .  T h e  F i n a n c e

Commi t tee  met  th ree  t imes dur ing  the  year .

Sri  B.K. Das the Chairman of the Committee,

Sri S.J. Channabasappa and the Managing Director,

Members of this Committee have attended all the

thn-'e meetings. Sri K. Jairaj, Member did not attend

any of the meetings. The Audit Committee met once

during the year.  Sr i  K.K. Misra, the Chairman, and

Sri S.J. Channabasappa and the Managing Director,

Members attended this meeting. Sri K. Jairaj and

Sri B.K. Das, Members did not attend this meeting.

Remuneration Commitfee; The Directors of the

Company are nominated by Government and

except sitting fee and the honorarium of Rs. 0.37

lakhs paid to one of the Non-Executive Directors

for professional services rendered with respect to

techn ica l  mat te rs  o f  the  Company,  no  o ther

rermuneration is being paid to the non-executive

Directors. Hence no remuneration committee is

constituted. However, disclosures as required have

been made in the accounts with respect to the

rennuneration of the Managing Director who is an

officer of the Indian Administrative Service.

Shareholders Committee: The Company is a

wholly owned undertaking of the Government of

Karnataka, which is the lone shareholder of the

C o m p a n y .  T h e  r e d r e s s a l  o f  g r i e v a n c e s  o f

borrdholders of the Company are being effectively

deral t  with and there are no major complaints

outstanding in this regard. In regard to transfer of

borrds etc., the Board have delegated the power of

transfer of bonds to the Company Secretary who is

attending to the bond transfer formalities once in a

fortnight. The Finance Qommittee is expected to
review the action taken in redressing investors'
grievances if any.

General Body Meeti ngs; The Company's last th ree
AGMs ie., 3'd, 4th and 5f were held on 29.09.01,
27 .09.02 and 29.09.03 rqspectively.

Disclosures.'There was rio related party transactions
conflicting with the intere$ts of the Company. There
were no instances of nontcompliance of any matter
related to the Capital Markets during the last
three years.

Means of Communicatlon: Since the projects of
the Company are still unQer construction stage, the
Company is preparing qnly Expenditure During
Construction Period Statement and not a Profit and
Loss Account. The progrpss reports of the projects
are being published on a quarterly basis in leading
news papers. The Compa4ry also maintains a website
www.knnlindia.com in Which useful information
about the Company and ifs projects is provided.

Listi ng of Bonds.' The Sdries -1, l l, l l l, lV & IVA Bond
issues of the Company afe listed for trading on the
wholesale Debt  Segryrent  o f  Nat ional  Stock
Exchange. Application fqr listing of Series V, VA &
Vl bond issues are submitted to the NSE.

Dematerialisation of Bpnds: The Company has
completed the formalitieF for dematerialisation of
bonds and the bonds of the Company have been
al lo t ted lS lN Nos,  by [he Nat ional  Secur i t ies
Depository Limited. Bonflholders of the Company
have been informed to approach any of the Depository
Participants of their choise for dematerialisation of
their bond Certificates / Lbtters of Allotment

Bond Transfer System: Bondholders holding Bond
Certificates / Letters of ,{llotment in physical form
can transfer their holdi4gs by sending the bond
certificates / letters of allptment along with a valid,
duly executed transfer deqd signed by the bondholder
or on behalf of him / her and the transferee to the
Company or to the Comp4ny's Registrar and Transfer
Agent M/s. Kir loskar CIomputer Services Ltd.
Physical bond transfers are registered and returned
within a period of normally fifteen days from the date
of receipt if documents {re correct and valid in all
respects.

Conservation of Energy, Technology Absorption :
17. The Company has no m{nufacturing activity and is

involved in lrrigation Projqcts. Hence, the Company
has no jnformation to furdish under these heads.

s)

h)

i)

d)

k)

e)
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Foreign Exchange Earnings and Outgo:
18. The Company has no foreign exchange earnings and there is no foreign exchange outgo, also.

Employees:

19. The particulars in pursuance of Section 217(2A) of the Companies Act, 1 956 read with Companies (Particulars of
Employees) Rules, 1975, as amended, is Ni l .

Auditors:

20. M/s. Rao Associates, Chartered Accountants, Bangalore were appointed as the Statutory Auditors of the Company
for the year 2003-04 by the Comptroller and Auditor General of lndia under section 61St(2) of the Companies Act,
1956. The remuneration of Statutory Auditors has been fixed at Rs. 2.00 lakhs pursuant to Section 224(8) (aia) of the
Companies Act, 1956. The Statutory Auditors for the year 2004-05 are yet to be appointed.

Replies to observations in Auditors' Report:

21 . The qualifications / refnarks of the Statutory Auditors in their report on the accounts for the year 2003-04 harre been
replied in the respeclive notes forming parl of accounts referred to by the Auditors in their repoft which are self
explanatory, subject however to the following :

Reference to Para of Auditor's Report Replies

Para 3(e) regarding diversion of funds The Company wi l l  pursue wi t l ' r  the Government  for
reimbursement of amount advanced to various Govt.
Departments. As regards diversion of funds for paymc'nt of
interest on bonds, Govt. have since released the entire
amount of Rs. 38.00 crores reportr:d by the Auditors.

Para 4 regarding system of recovery of water rates The Company is handing over lrrigertion Management to the
Water Users Co-operative Societies in phases. This is
expected to strengthen the system of water rate collection.

The Report of Comptroller and Auditor General
of India:

22. The Report of Comptroller and Auditor General of India
u/s 619(4) of the Companies Act,  1956, on the
accounts of the Company for the year 2003-04 is
appended as a part of this Report.

Board of Directors :

23. Thefollowing changes in the Constitution of the Board
have taken place between the last AGM and the date
of this reoort.

i )  Sr i  Al lum Veerabhadrappa, Hon'bte Minister for
Water Resources was inducted on the Board
w.e . f .30 .12 .2003 in  p lace  o f  Sr iH .K.  Pat i t .

i i )  Sr i  K.K. Misra Chief Secretary, nominated on
31.7.2003 continued on the Board in place of
B.S.  Pat i l  ceased to  be  a  D i rec tor  w.e . f .
17.02.2004 consequent to ret i rement from
Government Service.

iii) Sri Ashok V. David wers appointed as Managing
Director in place of Dr. S. Subramanyer w.e.f.
20.02.2004.

iv) Sri A.P. Joshiwas nominated on the Board w.e.f.
05.03.2004 in place of Sr i  R. B. Agwane.

U SriA.K.M. Nayak was; nominated on ther Board
as  Cha i rman w.e . f .  30 .03 .2003 in  p lace  o f
Sr iS .M.  Kr ishna.

vi)  Sr i  Dharam Singh, Hon'ble Chief Minister was
nominated as Chairma.n of the Board of Directors
w.e.f  .  15.06.2004 in place of Sr i  A.K.M. Nayak,
Principal Secretary to WRD.

vi i )  Sr i  Mal l ikharjuna Kherrge, Hon'ble Minister of
WRD was nominater l  as Vice Chairman on
t h e  B o a r d  w . e . f .  1 5 . 0 6 . 2 0 0 4  i n  o l a c e  o f
Sri. Allum Veerabhadriappa.

v i i i )  Sr i  V i jay  Gore ,  Add l .  Ch ie f  Secre tary  and
Development Commissioner was nominated on
the  Board  w.e . f .  2€1.06 .2004 in  o lace  o f
SriAdhip Chaudhuri .
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i:x) Sri K. Jairaj, Principal Secretary to Chief Minister
ceased to be a Director w.e.f. 29.06.2004.

)r) Sri K.P. Pandey Addl. Chief Secretary & Principal
Secretary, Finance Department was nominated
w.e.f .  29.06.20(14 in olace of Sr i .  B.K. Das.

ir i )  Sr i  R.A. Audi,  Retd. Secretary to Govt.  WRD
was nominated on 29.06.2004 in place of
Sri  G.S. Paramashivaiah.

>rr i i )  Sr i  P.N. Sreerr ivasachary was appointed as
Managing Direc;tor w.e.t.02.07.2004 in place of
SriAshok V. Dervid.

x i i i )Sr i  A .K.M.  Naryak  Pr inc ipa l  Secre tary  was
nominated w.e,f .  6.08.2004 as Director in the
Board.

r:iv) Sri S. V. Ranganath, Principal Secretary to Chief
Min is te r  was  nominated  as  D i rec tor  w.e . f .
6.8.2004 in plar:e Sri  D.N. Desai.

xv) Sri H.S. Mahes;h, Secretary Water Resources
D e p a r t m e n t  w a s  n o m i n a t e d  i n  p l a c e  o f
Sri S.J. Channarbasappa we.f. 20.08.2004.

rvi) Sri Chiranjiv Singh, Addl. Chief Secretary and
Development Oommissioner was nominated
in place of SriV'ijay Gore w.e.f 20.08.2004.

Your  D i rec tors  p lace  on  record  the  va luab le

srerv ices  rendered by  Sr iyu ths  S.M.  Kr ishna,
F1.K. Patil, Allum Veerabhadrappa, Adhip Chaudhuri,
E].S. Patil, B.K. Das, K. Jairaj, S.J. Channabasappa,
Fl.B. Agwane, Dr. S;. Subramanya, Ashok V. David,
G.S. Paramashivayya, D.N. Desaiand Vi jay Gore
cluring their tenure as Directors.

Di rectors' Responsibi lity Statement:

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

a) In the preparation of the annual accounts, the
applicable acc;ounting standards have been

followed along with proper explanation relating
to material departures.

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

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

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

Acknowledgement:

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

For and on behalf of the Board

Place: Bangalore. (N. DHARAM SINGH)
Date: 24.08.04. CHAIRMAN

b)

c)

(d)
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CERTIFICATE

TO THE MEMBERS OF KARNATAKA NEERAVARI NIGAM LTD.,

We have exq,o, ined the compliance of conditions of Corporate Governance by Karanataka Neeravari Nigam

Ltd., for the year ended on 31"' March 2004 as stipulated in clause 34 of the Listinlg Agreement of ther said

Company with Natronal Stock Exchange.

The Compliance of condit ions of corporate governance is the responsibi l i ty of  the management.  Our

examination was limited to procedures and implementation thereof, adopted by the company for ensuring

the compliance of the conditions of the Corporate Governance. lt is neither an audit nor an expression of

opinion on the f inancial statements of the Company.

In our opinion and to the best of  our information and according to the explanat ions given to us, subject to

our comments in para (4) to (6) hereunder, we certify that the company has complied within all material

respects the conditions of Corporate Governance as stipulated in the above mentioned Listing Agreernent.

Ti l l  25'"  August 2OO3 the Finance and Audit  Committee of the company looked into the funct ions of the

Audit Committee with four rnembers comprising of three non executive directors anrl the Managing Din:ctor,

thoughasperpara l l  A .1  o f  c lause34of  theAgreement ,a l l thememberso f  Auc l i tCommi t teeshou ldbe
non-executive directors. A separate Audit Committee was constituted by the comprany on 26-08-200i1with
al l  members being non-excut ive directors. The draft  annual f inacial  statement for the year ended
31-03-2004 was approved by the said committee on 14-07-2004 and reported by the statutory audito,rs on
30-07-2004.

The information about membership and / or chairmanship of committees in other companies taken up by
the directors of the company have not been received / obtained by the company and hence we are urrable
to ascertain whether the condition contained in Para IVB of clause 34 of the Agreu'ment, stipulating lhat a
director shall not be member in more than ten committees or act as Chairman of more than five committees
across al lcompanies in which he is a director,  have been compl ied with or not.

As required by the Guidance Note issued by the Institute of Chartered Accounta,nts of India, we have to
state that though the company has no Investors Grievance Committee (in respect of bonds listed wilh the
Exchange), as per the information furnished by the Company Secretary's Department and confirmed by
the Begister and Bond Transfer Agent (RTA) no Investor grievance(s) were pending for a period excec'ding
one month against the company.

We further state that such compliance is neither an assurance as to the future viablity of the company nor
the efficiency or effectiveness with which the managment has conducted the affairs of the company.

Place : Bangalore.
Date : 25=08-2004.

For RAO ASSOCIATES
CHARTEREDACCOUNTANTS

sd/-
(G. SUDHTNDRA)

PARTNIER.
MEMBERSHIP, NO. 26171.

7.
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We have aud i ted  the  a t tached Ba lance Sheet  o f
Kanataka Neeravari Nigam Limited as at 31st March 2004,
togr; ther with 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 responsibi l i ty of  the Company's
management. Our respronsibility is to express an opinion
on t l rese f inancial  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 f inancial
statements are free of material misstatement, An audit
includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financialstatements.
An aud i t  a lso  inc ludes  assess ing  the  account ing
prinr: ip lss used and signi f icant est imates made by
management,  as wel l  ers evaluat ing the overal l f inancial
stalerment presentation. We believe that our audit orovides
a reasonable basis for r lur ooinion.

We report as follows:

1 . A,s required by the Companies (Auditors Report) Order
2003 issued by the Central  Government of India in
te;rms of Sec 227 (aA) of the Companies Act, 1956,
\,'e annex hereto a statement on the matters specified
in Para 4 and 5 of the said order.

2. No Provision has been made for liability towards
municipal  taxes (amount unascertained) and
interest accrued but not due o' r bonds amountlng
to Rs. 20.55 Crores resulting in overstatement of
ne t  cur ren t  asse ts  and unders ta tement  o f
e x p e n d i t u r e  d u r i i n g  c o n s t r u c t i o n  b y  a  l i k e
amount.

3 .  l rnpac t  on  accounts  i s  no t  ascer ta inab le  in
rerspect of the fol l lowing i tems referred to in
Schedule P (Notes on Accounts):

a) Note No. 3 regarding consequential effect on
p h y s i c a l  v e r i f i i c a t i o n ,  r e c o n c i l i a t i o n  a n d
review for provision / write off in respect of
assets  and l iab i l i t ies  t rans fer red  by  the
Government of Karnataka.

b) Note No. 7.2 and 7.3 relating to immovable
property and Note No.7.7 relating to vehicles
incorporated in the books of account.

c )  N o t e  N o .  7 . 6  r e g a r d i n g  r e c o v e r y  a n d
d isc losure  o f  Rs .15 .54  Crores  (ne t )  f rom
contractors.

d )  N o t e  N o .  1 0 . 1  a n d  1 0 . 2  r e g a r d i n g
r e c o v e r a b i l i t y  o f  c e r t a i n  d u e s  a n d  1 0 . 3
regarding non-accgunting of revenue (amount
unascertained) for reasons indicated therein.

e) Note No.12.1 to 12.3 relat ing to reconci l iat ion
o f  i tems re fe r red  to  there in  and No.  19
regarding confirmation of balances and the
consequential adjustments thereupon.

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

a)  We have ob ta ined a l l  the  in fo rmat ion  and
explanations, which to the best of our knowledge
and belief were necessary lor 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
returns adequate for the purpose of audit have been
received from branches not visited by us.

c )  The Ba lance Sheet  and the  Sta tement  o f
Expenditure during oonstruction dealt with by this
report are in agreement with the Books of Accounts
maintained by the Company.

d) ln 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 of the Companies Act
1 9 5 6  e x c e p t  A c c o u n t i n g  S t a n d a r d  1 O
regarding non-disclosure of assets held for
disposal and old i tems separately.  In the
absence of necessary information, the impact
is not quantifiable.
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e) We further report without considering 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 :

(A) in the case of Balance Sheet, the State of

Affairs of the Company as at 31"tMarch 2004;

(B) in the case of Statement of Expenditure cluring

construction prepared in lieu of Profit and Loss

Account of the net expenditure for the year

ended on that date.

(C) ln the case of cash flow statement, of the

cash flows for the year ended on that date.

in Paragraph

fect of  which is not
present ly  asc i n a b l e .  h a d  t h e

observat ions by us in Paragraph
2 above been cons

( i) Net Current A would have been

Rs.333.54 (as against the reported

figure of Rs. Crores)

(ii) Expenditure Construction pending
c a p i t a l i z a t i o n

Rs.650.48

f igure of Rs.629 Crores).

(f) Being a government y, the company is

the impact of items

3 and a(d) ( i ) ,  the

w o u l d  h a v e  b e e n
(as againstthe repoded

exempt from the p of Sec 274(1) (g) of

the Companies Act, 956 relating to Directors.

(g) In our opinion and to he best of our information

exolanations furnished toand according to

us the said Accoun read with the Significant

Accounting Policies the Company and the

Place: BANGALORE

Dated:30/0 004

For RAO ASSOCIATES
CHARTEREDACCOUNTANTS

(G. SUDHTNDRA)
PARTNER

MEM No.26171
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31ST MARCH 2004.

1. FIXED ASSETS

a. The company is in the process of preparing
proper  recor rds  showing fu l l  par t i cu la rs
including quarrtitative details and situation of
Fixed Assets.

b. According to the information provided by the
management the 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 ooncern.

2. IINVENTORIES

As informed to us, the Company has conducted
physical verificaLtion of stores and spares, tools
and plants andl released art ic les (other than
materials at site) at half yearly intervals which in
our opinion is reersonable having regard to the size
of the company and the nature of its business.

The company haLs conducted physical verification
of stocks comprising stores and spares, plant and
tools and releaseid articles in accordance with the
procedure prescribed in Public Works Department
(PWD) Code, which in our opinion appears to be
reasonable and adequate in relation to the size of
the Company and the nature of i ts business.
However these norms require to be formally
documented b1r the company.

The company has maintained proper records for
i n v e n t o r i e s . T h e  d i s c r e p a n c i e s  n o t i c e d  o n
ver i f i ca t ion  o f  s to res  and spares  be tween
physical  stocksi  and book records were not
significant and are properly dealt,with in the books
of accounts of the Company.

3. LOANSANDADVANCES:

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

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

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

The Company has not raised any new term loans
during the year.

The company has raised bonds in the nature
o f  l ong - te rm loans ,  wh ich  have  been
temporar i ly  deployed in  income y ie ld ing
assets pending utilisation. Except for a sum
of Rs. 16 Crores as at the end of the year the
balance amount has been uti l lsed for the
purpose for which it has been raised. Apart
from the above, the company has, in our
opinion used long term resources otherwise
as detailed hereunder:

4. INTERNALCONTROLS:

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

b .

c .

o .

e .

b .

SI

No

NATURE OF
DIVERSION

AMOUNT

(Rs CRORES)

PEHIOD OF

DIVERSION

PAYMENTTOWARDS

INTEREST ON BONDS
18.00 30/09/03 TO 14/11/03

20.00 01/1 0/03 TO 30/01/04

ADVANCE TO

GOVERNMENTAND

GOVERNMENT

DEPARTMENTS

250 CONTINUING SINCE

27/0AO3

2.50 CONTINUING SINCE

01/03/03

3.00 CONTINUING SINCE

26/O6t03

2.00 CONTINUING SINCE

17t11t03

2.OO CONTINUING SINCE

1 0/1 0/03
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bus iness  fo r  t he  pu rchase  o f  S to res ,
Components, Plant and Machinery, Equipment
and other 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
Internal Audit System commensurate with the
size of the company and nature of its business.

5. RELATED PABTIES

a. There are no transaotions of purchase / Sale of
Goods / Services made in pursuance of contracts
or  ar rangements recorded in  the regis ter
maintained U/s 301 of the Comoanies Act 1956
aggregating to Rs. 500,000/- or more during the
year.

6. STATUTORYMATTERS

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

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

Except Sales tax amounting to Rs. 2.40
Lakhs, no undisputed amount in respect of
Prov ident  Fund,  Inves tor  Educat ion  Fund,
Employees State Insurance, Income Tax, Wealth
Tax, Customs Duty, Excise Duty, Cess or other
statutory dues were outstanding for a period of
more than six months from the date they became
due as at the end cf the year.

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

7. OTHERMATTERS

a. The company has been incorporated in June
1999, which is less than 5 years as at the end of

financial year. Further, it is yet to prepare ther profit
and loss account as dertailed in Note No. 1 of
Schedule P. As such ftirnishing of information
relat ing to the net worth of the compa:ny in
accordance with provisions of clause 4(x) of the
Order does not arise.

b. Based on our audit procredures and according to
the information and explanation given to us the
Company has not defaulted in repayment olldues
to Bond holders.

c.  The Company is noi a chi t  fund or a nidhi/  nrutual
benefit fund / society. Threrefore, clause 4(;xiii) of
the Order 2003 is not applicable to the Company.

d. The company has maintained proper records of
transactions in respect ,of investment in Nlutual
Funds and timely entries have been made therein.
The company has held ill l the investmentsr in its
own name.

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

f. The Gompany is yet to oreate charge in respect
of Bonds of Series V, !A & Vl.

g. The company has not raised any amount thuough
public issues and hence clause 4(xx) of the rCrder

is not appl icable.

h. In our opinion and according to the information and
explanations given to u$, no fraud on or bry the
Company has been hoticed or reported during the
year that causes the finiancial statements to be
materially misstated.

For IRAO ASSOCI ErS
CHARTERED ACCOUNTA,NTS

(G. SUDHTNDRA)
Place: BANGALORE. PARTNER.
Dated :3 004. ftlIEM No.26171

a ,

b.

A



COMMENTS OF THE COMPTROLLER AND AUDITOh

rNDtA UNDER SECTTON 619 (4) OF THE COMPAN|E$

THE ACCOUNTS OF KARNATAKA NEERAVARI N M LIMffED,
BANGALORE FOR THE YEAR ENDED 31 MARCH

" I have to state that the comptroller and Auditor Generat of India no comments upon or

supplement to the Auditors' Report under section 619(4) of the ies Act, 1956 on the

accounts of Karnataka Neeravari Nigam Limited, Bangalore for the year 31 March 2004."

(K.P. RAO)
PRINCIPAL ENERAL (AUD|T){

KARNATAKA,

BANGALORE

DATED:1 September2OO4

BANGALOREKARNATAKA NEERAVARI NI

GENERAL OF

ACT, 1956 0N
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PARTICULARS

SOURCESOFFUNDS

I SHAREHOLDERSFUND
a Share Capital
b Advance Against Equity

II LOANFUNDS
a Secured Loans
b Unsecured Loans

TOTAI.

APPLICATION OF FUNDS

I FIXEDASSETS

a Gross Block
b Depreciation
c Net Block
d Capital Work in Progress

II INVESTMENTS

1II CURRENTASSETS,LOANSAND ADVANCES

a Inventories
b Sundry Debtors
c Cash and Bank tsalances
d Loans and Advances
e Other Current Assets

Sub - total

LESS : CURRENT LIAEILffiES AND PROVISIONS

a Current l iabil i t ies
b Provis ions

Sub - total

NETCURRENTASSETS

IV MISCELLANEOUSEXPENDITURE
( To the extent not written off or adjusted)

a Preliminary Expenses
b Expenditure During

Construction Period
(Pending Capitalisation)

TOTAL

ACCOUNTING POLICIES

NOTESONACCOUNTS

.ii l .3'654.72
ii ' i , 81 1 .1 6

'r:.iJlii;il:'::

lrrt:iii;: . :

i i ' ,3?,925.06
i i : ,1 i5,159.83

!ii,:tt1,4i539.44

0.25
ir: i '4,53g.Og

680 .17

l;iiii:,62;99S.+t
r:i" -

(G.S.PRAKASH) (D.N. DESAD

i i ir,€6,626.8S 163,578.57

129,960.17

293,538,74

12,843.56
179 ,991 .79

1,620.00

BALANCE SHEET AS AT 31.03.04 (Rs. in lakhs)

AS AT 31.43.0:7

11?8,573.16
t 7,223.56 145,7176.72

107,209.29
Nit 107,2t 9.29

253,01r6.01

9,628.50
580.84

9,0,17.66
155,1,16.72

14,845.74

259.46
1,760.86

1?7,753.73
|  3,685.91

532.16

,13,992.12

10,628.17
2.00

:i ' ::.: AS AT 31 .03,04

,, :136,951.72

(N. RAVTNDRAN)
General Manager - Finance

Bangalore
Date:29.07.04

Bangalore
Date :,30.07.04

10,630.17

35,409.81 33,31i1.95

63,673.58

680 .17

i79,923.77 40,6t 3.94

293,538.74 253.0t76.01

(P.N. SREENTVASACHARY)
Managing Director

SUBJECT TO OUR REPORT OF EVEN T'ATE
FOR RAO ASSOCIATES

CHARTERED ACCOUNTANTS

(G. SIJDHTNDRA)
PIIRTNER

MEM. No.26171

ISCHEDULES A TO P ANNEXED FOHM AN INTEGRAL PART OF THIS BAUIICE S T TO BE BEAD, IN CONJUINCTION THEREWITH]

Company Secretary Director
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a-:ry KARNATAKA NEERAVARI NIGAM LIMITED : :  BANGALORE

SC]{EDULE-A: SHARE CAPITAL

PARTICULARS

AUTHORISEDCAPITAL

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

ISSUED, SUBSCRIBEDAND PAID UP

1 36,95,172 (Previous Yean 1 28,57,3 1 Q

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

r 31.03.04

;000.00

,951.72

AS AT 31.03.03

300.000.00

.72

Note:

1 . All the above shares are held by the Gove.rnor of Karnataka and the nominees, ot[ behalf of the Government of

Karnataka.

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

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

Ghataprabha, Malaprabha and Tunga Projects transferred to the Company by tfe Government of Karnataka.

(Rs. in lakhs)
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SCHEDULE-B :  SECUREDLOANS

PARTICULABS

A. BONDS

1. SERIES -  l (Regular)

11,976 - (Previous year - 11,976) 13.25Yo Secured,

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

Redeemable at par in two equal installments on 1Srh Jun'05

and 1Srh Jun'06 wi th a put  and cal l  opt ion on 15 'h May'04

2. SERIES - l(Reset)

4,364 - (Previous year - 5,613) Secured, Non - Convertible,

Redeemable bonds of Rs. 1,00,000.00 each. Redeemed

at par on 31"1 Mar'04 (See Note 6.4 a)

3.  SERIES -  l l (Regular)

20,988 - (Previous year - 20,988) 12.75%

Secured, Non - Convertible, Redeemable bonds

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

installments on 14th Feb' 06 and .l 4th Feb' 07

with a put and call option on ' l 4'h Feb' 05

4. SERIES - l l  (Reset)

455 (Previous year - 455) Secured,

Non - Convedible, Redeemable bonds of

Rs.  1,00.000.00 each.
Redeemable at par on 1"r Mar' 05

5.  SERIES -  l l 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"r Oct' 06 and 31"tOct' 07

with a put and call option on 31"rOct' 05

6.  SERIES- lV(Regular)

18,618 -  (Previous year  -  18,6 '18)  11.75o/o

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

eoual  insta l lments on 1" tJan'  08 and 1 ' t  Jan '  09
with a put and call option on 1' ' Jan' 07

7. SERIES - IVA (Regular)

8,880 - (Previous year - 8,880) 11.40V"

Secured, Non - Convertible, Redeemable bonds

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

two equal installments on 31"1 Mar' 08 and on

31' r  Mar '09 wi th a put  and cal l  opt ion on 31 ' r  Mar '07

ASAT 31.03.04

li i i i i t ,gzo.oo

4,364.00

455.00

ir,:1'8,565.00

8,880.00

(Rs. in larkhs)

AS AT 31.03.03

11,976.00

5,613.00

20.988.00

455.00

18,565.00

18 ,618 .00

8,880.00

Totalc/f ,ii,83,846.00 85,095.00



6 KARNAIAKA NEERAVARI NIGAM LIMITED : :  BANGALORE

SCHEIDULE-B :  SECUREDLOANS

PARTICULARS

' 
Total b/f

8.  SERIES-V(Regular)

17,420 - (Previous year - 17,420) 10.66"/o 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-VA(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  insta l lments on 31 ' t  Mar '  09 and 31" '  Mar '  1O
with a put and call option on 31"' Mar' 08

10,  SERIES -  Vl (Regular)

200Q - (Previous year - Nit) 6.707o

Secured, Non - Convertible, Redeemable bonds

of Rs. s10,00,000.00 each. Redeemable at par in

two eoual installmernts on 31"t Mar' 10

and 31"tMar '  11 wi th a put  and cal l  opt ion

o n  3 1 " ' M a r ' 0 9

B. INTERESTACCRUEDAND DUEON BONDS

SCHE:DULE - C : UNSEICURED LOANS

PARTICULARS

Short Term Loans and Advances

a. From Others
- From Krishna Bhagya Jala Nigam Ltd.,

TOTAL

(Rs. in lakhs)

AS AT 31.03.03ilsAT31.03.04

125,956.00

4 . 1 7

125,960.17

iiljlAs AT 31.03.04

4,000.00

4,000.00

85,095.00

17,420.00

4,690.00

107,205.00

4.29

107,209.29

AS AT 31.03.03

Nit

NiI
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A: KARNA-IAKA NEERAVARI NIcAM LtM|TED : :  BA|NGALORE

SCHHDULE : D -2: CAPITAL WORK- lN - PROGRESS

PARTICULARS AS AT 01.04.03
ADJUSTMENTS/
CAP|TALfSAT|ON AS AT 31.03.04
DURINGTHEYEAR

1 .

2 .

J .

4 .

6 .

7 .

8 .

9 .

1 0

1' l

.E}UILDING 
AND COL.ONI ES

DAM &SUBMERGENCE

LIFT IRRIGATION SCHEMES

CANALS & BRANCHES

DISTRIBUTORIES & LATERALS

FIOADS, BRIDGES & CULVERTS

TANKS & BARRAGES

II]RIGATION STRUCTURES

FiEH'TATION & RESE:TTLEM ENT

ELECTRICALS & ELE. FITTINGS

C)THER ASSETS

TOTAL

PREVIOUS YEAFI

854.20

34,870.04

844.41

52,672.69

26,745.53

1,897.44

554.13

6,730.75

1,442.22

28.53

28,506.78

155,146.72

133,589.24 426.74

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

|  79,991.79

155,146.72

(Rs. in lakhs)
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SCHEDULE. E :  INVESTMENTS

PARTICULARS

SHORTERNVU NQUOTED/NON.TRADE

A lnvestments in Mutual Funds

1 .  SB IMAGNUM INCOME FUND -  GROWTH

2. ALLIANCE INCOME FUND -  GROWTH

3. ZURICH INDIA HIGH INTEREST FUND -  REGULAR GROWTH

4,  KBONDWHOLESALEGROWTH

5. IL&FS BOND FUND GROWTH

6. GRINDLAYS SUPEFI SAVER INCOME FUND - INVESTMENT PLAN

7. CHOLA TRIPLE ACE -  CUMULATIVE PLAN

8. SUN F&C MONEY VALUE FUND, BOND - GROWTH

9. JM INCOME FUND - GROWTH PLAN

10.  HDFC INCOME FUND -  GROWTH

11. ING INCOME PORTFOLIO .  GROWTH OPTION

12.  IDBI INCOME FUND -  GROWTH PLAN

13.  PRUDENTIAL ICICI  INCOME FUND-GROWTH PLAN

Sub-total(A)

B. Other Investments

1. lnvestment in GTP WUC Federation

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

2. lnvestment in MLP WUC Federation

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

Sub-tdtal(B)

ToTAL(A+B)

AT 31.03.04

(Rs. in lakhs)

AS AT 31.0;?.03

1,927.49

262.53

799.93

1,950.00

325.00

500.0q

1,275.00

325.00

2,750.69

365.00

4,200.09

145.01

Ni t

14,825.74

10.00

10.00

20.00

14,845.74

N i l

N i l

N i l

N i l

N i l

N i l

N i l

N i l

N i l

N i l

1 ,600 .00

N i l

N i l

1.600.00

1 0 . 0 0

10.00

20.00

1,620.00

Note: Particulars of opening balance, purchase & sales of Mutual Fund lnvestmenfs as per Annexure.

Aggregate Repurchase Value of investments in Mutual Funds 1 .61 7.50 15.687.48



- KARNATAKA NEERAVARI NIGAM LIMITED : :  BI\NGALORE
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SCHEDULE - F : INVENTORIES

PARTICULARS

1 . Stores & Spares

Less : Provision for obsolesence

Tools & Plants

Less : Provision for obsolesence

Released Articles

Less : Provision for obsolesence

SCHEDULE.G : SUNDRYDEBTORS

PARTICULARS

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

iAs,lr31 03 04 AS AT 31.03.03

88.96

309.32

49.86

4 . 1 2

4 .12

AS AT 31.03,03

2.

(Rs. in larkhs)

(UNSECURED, CONSTDERED GOOD)



KARNI\TAKA NEERAVARI NIGAM LIMITED : :  B/\NGALORE

SCI'IEDULE - 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. In Currenl. Accounts

3. In Escrow/Designated Accounts

4. In Depoqit Accounts

Others

Dist. Treasury

SCHEDULE- l :  LOANS&ADVANCES
(uNrsEcuRED, coNStDERED GOOD)

PARTICULARS SCH REF

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

1.  Due f rom Government

2. Advances for LaLnd acquisit ions

3. Mobil isation adviance paid to Contractor

4. Contractors - Rerceivables

5. Advances to Suprpliers / Services

6. Advances to Stalf

7. Deposits with Government Agencies

8. Rent Advance

9: Deposits with other Agencies

10.  Others

(Rs, in lakhs)

AS AT31.03.04 AS AT 31.03.03

A

B

D

E

0.01

6 . 1 8

3s.00

2,000.00

25,883.87

5,000.00

32,925.06

12.91

914.66

366.44

13,765.00

0.73

3,236.03

612.96

Ni t

13,685.91

1 5

i00

15,059.01

8,845.00

27,753.73

AS AT 31.03.03AT 31.03.04

1 5 , 1 5 9 . 8 3

4,912.65

8,035.20

104.46

309.78

157.36

43 .19

107.00

11.25

1.29

3.73

15,159;83 13,685.91
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SUB - SCHEDULE - |  - 1 : DUE FROM GOVERNMENT/GOVT. AGENCIES

PARITICULARS

1. Due lrom Govt. - (Other Adjustments) - Net

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

3. Due from Govt. - (Water Rates)

4. Due lrom Govt. / G6vt. Divisions

5. Amount Released for Netravathi Prolect

6. Advances to Minor lrrigation Department

SCHEDULE-J : OTHERCURRENTASSETS
(UNSECURED, CONSTDERED GOOD)

nb nr 31.03.04 AS AT 31.03.03

106.74

0.50
' t  ,768.18

24.20

200.00

1,000.00

3,099.62

AS AT 31.03.04

8,2.33

N i l

4,246.90

83.42

Ni/

500.00

4.91.2.65

AS AT 31.03.03PARTICULARS

1. lnterest accrued on Mobilisation
advance paid to Contraotor

2. lnterest Receivable on Water Rates due

3. Interest accrued but not due - Term Deposits

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

5. Due from Karnataka Power Corporation Ltd.,

6. Due from Krishna Bhagya Jala Nigarn Ltd.

7. Other Receivables

*Bi.
sit:i!+

!ig';=
E$i',,

il+*r;
EEii;,

6:!!.!:li

6 . 1 3

152.12

121 .91

222.79

2.70

22.44

4.07

532.16

(Rs. in lakhs)

532.16



.E
-:= KARNATAKA NEERAVARI NIGAM LIMITED: :  BI\NGALORE

SCHEDULE - K :  CURRENT LIABILITIES

(Rs. in lakhs)

AS AT 31.03.03PARTICULARS

SUNDRYCREDITOI1S

',|. For Supplies / Services

2. For Contractors' Payments

3. For Expenses

4, Others

TRADE DEPOSITS & ADVANCES

INTEREST ACCRUED BUT NOT DUE ON BONDS

OTHER LIABILITIES;

1. Tax Deducted at Source

2. Provident Fund Contribution

3. Amount due to tlmployees

K - 1

SUB SCHEDULE K - 1 : SUNDRY CREDITORS - OTHERS

PARTICULAFIS

STATUTORY LIABI T.ITI ES

1. Royalty Recovered Payable

2. Sales Tax Reco'vered Payable

B OTHER LIABILITIESi

1. Leave Salary Contribution

2. Advances - Deposit Contribution Works

3. Employee Recoveries

4. Gratuity Contrib'ution

5. Application Monrey Due

6. NSC - Contractors

7.  Sta le Cheques

8. Contractor's Benevolent Fund

9. Advance i Deposit - Water Rates

10. Interest accruecl but not due on loan from Krishna
Bhagya Jala Nigam Limited

11.  Other  Misc.  L iabi l i t ies

SCH REF AS,'AI 31.03.04
:r,i: j:

iil

rg0
iii:

;gg

61 .57

4,120.69

1,037.78

4 1 . 1 3

B

c
D

8,958.30

2,259.90

3,015.61

5 ,261 .17

1,878.22

3,122.39

16.47

2.87

2.24

2.46

0.86

1.00

1 . 4 1

3 . 1 1

0.25

10.46

Ni t

Nit

305.63 366.39

14,539.44 10,628.17

jrii,As AT 31.03.04 AS AT 31.03.03

7.82

8.65

30.23

N i l

3.71

7.42
'1.75

N i l

0.03

6.77

o.23
12.71

1 . 9 1

2.27

TOTAL 67.03 41 .13



6'n lll#-?1

SCHEDULE.  L  :

SCHEDULE. M :  PRELIM EXPENSES

AT31.03.04

AS AT31.03.04 AS AT 31.03.03

.00

.00

2

2
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SCHETDULE - N : EXPIINDITURE DURING CONSTRUCTION PERIOD (PENDING CAPITALISATION)

PARTICULARS SCH REF SURRENTYEAR PREVIOUS YEAR

A I=XPENDITURE.

1. Employee Remuneration & Benefits

2. Assets Maintenance
' 3. Administrative and General Exoenses

4. Director's Remuneration & Benefits

5.  ln terest

6. Loss on Sale o1' Assets - Net

7.  Depreciat ion

8. Provision for obsolete Stoies - Net

9. Waiver of penalties on Water Charges
(See  No te  18 .1 )

' l 0. Remission of \A/ater Charges
(See Note 18.2)

111 . Wealth Tax

(N. RAVTNDRAN)
Gene,ral Manager - Finance

Bangalore
Date : 29.07.04

Bangalore
Date:30.07.04

N - 1

N - 2

N - 3

'  4 ,451.38
'  
2,567.98

3,834.40

:  4.75

1 2 , 1 3 9 . 5 8

8.04

239.94

ou.o I

3,150.44

O  I  U . Z Y

o.25

26,767.66

it::; 574.50
ii: i :. 44.9j

:,: i :,,, 52.90

la,i": 2.63

t ' , i  758.93

rii,,, i l  ,664.04

: i r i i i , . : 514 .00

ii ' ' ,  47.77

iii,t',:, Nil
i ; : i : t :

,;;:,', 25.23

iii,:, 1.80
iiii.i:
i:',1:,,, 1 1 .31

4,408.28

2,232.67

4,156.24

7.45

9,998.12

N i t

178.94

297.51

Ni t

Ni t

0.25

20,879.46Total Expenditure (A)

B I-ESS: INCOME EARNED

1. Water  Charges

2. Rent Collected

3. Application and Enrollment Fee

4. Hire Charges

5. Interest Earneo

[TDS :  Rs.  119. /9 Lakhs (Previous yr-Rs.14.86 Lakhs) ]

6. Income from Mutual Funds

7. Sale of Tender Books

8. Hard Rock Recovery / Cost of Rubbles Supplied

9. Profit on Sale o1'Assets - Net

10 .  Pena l t i es

11. Excess orovision written back

12.  Other  Income

EXPENDTTURE FORTHE YEAR (A-B)

l\DD: OPENING BALANCE

E 'I-OTAL EXPENDITUItE AS AT 31.03.04 (C + D)

P3,069.64 17,048.93

22,874.84iiiiiiiii$g,e23.77
39,923.77

(P.N. SREENTVASACHARY)
Managing Director

Subject to our report of even date
for Rao Associates

Chartered Accountants

(G.SUDHTNDRA)
Partner

MEM. No.26171

993.71

43.65

3.98

5.04

531.96

1,889.32

257.83

47.79

13.04

21.58

Ni t

22.63

c
D

(G.S. PRAKASH)
Company Secretary

(D.N. DESAD
Director

(Bs. in lakhs)
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SUB-SCHEDULE :  N -1 EMPLOYEEREMUNERATION&BENEFITS

PARTICULARS

1. Salary

2. Leave Salary Contribution / Leave Encashment

3. Uniform Expenses

4.  Medical  Reimbursement

5. Home Travel Conces$ion

6. Staff Welfare Expenses

7. Contribution to Provident Fund & Other Funds

8. Gratuity / Gratuity Contribution

TOTAL

SUB - SCHEDULE : N .2 ASSETS MAINTENANCE

PARTICULARS

1.  Bui ld ings & Colonies

2. Electricals

3. Canals & Distributories

4. Machinery & Equipments

5. Office Equipments / Computers

6. Roads, Bridges & Culverls*

7. Vehicles

8. Life lrrigation

9.  Barrages

10.  Dam & Reserv ior

11 . Other Assets

12. Repairs & Maintenance - Previous Years

TOTAL

4,128.59

285.96

5 .88

21.45

0 . 1 1

, '  5 .48

3 .52

0.39

(Rs. in llakhs)

PREVIOUS YEAB

3,948.48

27.64

6.45

1 4 . 1 1

0 . 1 2

4.80

5.64

1.04

4,008.28

PREVIOUS Y'EAR

153.03

0.03

1 ,367 .10

4 .81

11 .99

341 .31

1 75.1 1

134.05

30.99

7.88

0.01

o , J o

t o t . o z

o.23

1,428.92

2.80

1 5 . 4 3

532.62

222.30

1 1 6 . 1 8

47.09

40.53

0.26

N i l

- includes Rs. 224€2 lakhs incurred on Namma Hola Namma Raste schemb

2.567.98 2,232.67'
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SUB - SCHEDULE : N - 3 ADMINISTRATIVE AND OTHER GENERAL EXPENSES

PARTII]ULARS rcIJRRENTYEAR

(Rs. in lakhs)

PREVIOUS YEAR

37.80

6.71

2.56

33.65

73.03

323.91

1.  F lent

2 .  I nsu rance

3. Flates & Taxes

4. Postage & Telephone Expenses

5. F'rinting and Stationerry

6, E:lectricity Charges

7. I 'ravell ing Expenses

- Managing Director & Other Directors

- Others

8. l iudit Fees - Statutory Audit

- Other Services

9. Elank Charges

10. Eixpenditure on CAD,A Works

11 . A,fforestation Expensies

12.Cirop Compensat ion

13.  F l i re  Charges

14. Testing Fee

15. F'ublication of Notice,s

16.Legal  and Professional  Charges

17. Sritt ing Fees

18.  ls ;sue Related Expenses

- Lead Manager / Arrangers' Fee

- Rating / Surveil lance Fee

- Other Payments

- Registrar & Transfer Agent's Fee

- Registration & Mortgage Fee

- Guarantee Commission

- Trustee Fee

l9.Software & Network Expenses

20.E - Tendering Expenses

21.  Publ ic i ty  Expenses

22. Olher Administration Expenses

-ES,l

36.59

8.87

6.27

41.26

85.42

357.47

145 .36 143.40

3.29

140.11

1.36

Ni t

51.57

31.72

0.24

1.68

Nit

825.99

6.80

li:ii

2.97

1 . 3 4

930.31

1083 .09

88.28

21.25

3 .41

1 5 3 . 7 1

46.57

0.55

1.36

3.04

670.99

1,689.79

69.82

5.78

3.62

87.57

28.87

0.33

779.10

1 . 0 3

12.00

1 1 . 3 9

1 8 . 1 6

918.00

25.63

8.75

Ni t

21 .63

3,834.40 4,156.24
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SCHEDULE - O :  SIGNIFICANT ACCOUNTING POLICIES

The company is a Government of Karnataka
e n t e r p r i s e  s e t  u p  w i t h  t h e  s p e c i f i c  t a s k  o f
imp lement ing  cer ta in  i r r iga t ion  pro jec ts .  The
company's operation and maintenance cost are met
as far as practicable, by water rates demand raised
for supply of water and balance from moneys received 5.
from the State Government for carrying out i ts
funct ions. Hence, the f inancial  statements are
prepared on a going concern basis.

The accounting policies not specifically referred to
herein is consistent and is in consonance with
genera l l y  accepted  account ing  pr inc ip les  and 6 .
app l i cab le  mandatory  Account ing  Standards /
Guidance Notes issued by the Institute of Chartered
Accountants of India.

1. CAPITALWORK IN PROGRESS

The irrigation projects being implemented by the
company envisages completion of entire project
(consisting of dams, canal systems, canal net work
etc.) in an integrated manner. As dams, canals,
distributories and other irrigation systems form a
composite network, the cost will be capitalised only
on completion of the respective projects in entirety.
Unti l  such completion, expenditure incurred on
construction (which includes in certain cases part
payments for works completed pending approval of
competent authority) is shown under Capital Work
in Progress against appropriate heads.

2. EXPENDITUREDURINGCONSTRUCTION
The irrigation structures consisting of canals and
other irrigation systems, which have been completed (ii)
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. FIXED ASSETS

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

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

3.2 Roads include appurtenant bridges. g.

4. DEPRECIATION
Depreciation is provided on straight-line method at

the  ra tes  prov ided under r  Schedu le  X IV to  the
Companies Act,  1956, in t lhe manner stated therein
except in respect of Roads and Buildings (other than
Factory Buildings) where a higher rate of depreciation
o13.34"/" has been adopterJ.

INVESTMENTS

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

INVENTORIES

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

RETIREMENT AND OTHER BENEFITS

Employe'es on deputation from the Governrnent

a )  T h e  c o m p a n y  h a s  b e e n  e x e m p t e d  f r o m
contributing towards pension and leaver salary
in respect of these ermployees (other than the
Managing Director) during their period of service
in the company. Holvever leave encashment
availed by such empl(cyees during their service
with the Company is rr:gulated as per Karnataka
Civil Service Rules (I(CSR) and accounted as
and when oaid.

b) The pension and leave salary contr ibut ions
relating to Managing Director is being prrcvided/
remitted to the Government on actual basis as
per the terms of appointment.

Emolovees  on  deouta t ion  f rom Pub l ic  Sec tor
Undeftakings

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

Employees on contract

Leave salary and Gratuity is provided on actualbasis
in'respect of liability at ther end of the year.

WORK BILLS AND EXPENDITURE
Considering the nature of activity of the company,
liability towards work billsr is recognized on receipt
of certified bills from the competen1"u16qdl,1 at the
Central Accounting Off ice.

PRELIMINARY EXPENSE:S
Preliminary expenses will be written off over eL period
of three years on completion of projects.

7.

(i)

( i i i )
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SCHIEDULE - P: NOTEIS ON ACCOUNTS FORMTNG PARTOFACCOUNTS

1 EXPENDITURE DT'RING CONTRUCTION PERIOD
1.1 The projects implermented by the company are in

various stages ol '  completion and none of the
projects have been completed in i ts entirety.
Therefore, the cornpany has prepared a statement
of  Expendi ture Drur ing Construct ion (pending
capitalisation) in arccordance with the disclosure
requirements of Part l l  of Schedule Vl to the
Companies Act, 1956 instead of Profit and Loss
,Account.

1.2 The schedule of E;<penditure During Construction
Period will be reviewed and capitalised or treated
rctherwise in accordance with the normally accepted
iaccounting practicers on completion of the project(s)

. in its entirety.

2 IPROJECTSIMPLE:MENTEDBYTHECOMPANY

2.1 'fhe 
company is a lSpecial Purpose Vehicle set up

rruith the specific objective of implementing new
irrigation projects as;also completing certain ongoing
projects.

2.2 
-fhe 

Government o'f Karnataka (Government) has
entrusted to the cornpany implementation of certain
major and medium irrigation projects in the Krishna
l3asin as also Vararhi Project (west flowing river).
Projects in the Celuvery basin entrusted to the
company in the previous year have now been
transferred to a sieparate entity set-up by the
Government.

2.3 -[he 
Government has also transferred the Engineering

division and establishments of Malaprabha and
Ghataprabha Command Area Development
l\uthority (M&GP -OADA)to the company and has
permitted it  to provide funds for f ield irr igation
channels (FlC's) works on behalf of the Government
ernd to execute the works of M&GP -CADA and to
c;laim reimbursement (as grant) from the Government
of lndia (viz.50o/o of cost of FIC's). The expenditure
incurred is grouperd under Expenditure During
Oonstruction. The rerimbursement from Government
of India will be accounted for on admission of claims.

factoinlo 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 relating to other projects
will be accounted as and when these are transferred
to the company.

DETAILS FOR PROJECT.WISE EXPENDITURE
D U R T N G  C O N S T R U C T T O N  ( P E N D t N G
CAPITAL|SAT|ON) TNCURRED T|LL 31 sr MAR' 04

*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.

-I-RANSFER OF AS|SETS AND LIABILTTIES
l'he Government has so far transferred the assets
arnd liabilities relating to Upper Tunga Projects
(excluding exist ing canals), Ghataprabha and
It4alaprabha projects only. These are taken rpso

(Rs. Lakhs)

sl ,
No PROJECTS

UPTO
31.3.03

FOR THE
YEAR
2m$04

UPTO
31.3.04

GHATAPRABHA 5,395.62 6,375.47I ,n1.09
z MALAPRABHA 11,302.57 4,169.3115,471.88

UPPER TUNGA 2,796.58 4%.22 3,290.80
4 HIPPARAGI 393.43 142.92 c.to.J3

5 GANDORINALA 1ffij8 80.75 240.93
o BHIMA LIFT 175.60 110.06 285.66

SINGATLUR 124.81 57.M 181.85

o MARKANDEYA t.31 0.40 1,94

9 HABINALA 2.25 0.47 z . I  z

10 DOODHGANGA u.tc 0.29 0.M
11 BENNETORA 153.73 153.73

12 LOWER MULLAMARI 25.90 25.90

13 TUNGA LIFT

14 ITAGI SASALWAD 0.72 0.72
tc BASAPURA LIFT 1.53

t o VARAHI 117.58 117.58

17 KALASA NALA u.45 u.45
18 BANDURA NALA

19 OTHER EXPENDITURE-
. INTEREST 27,905.7212,139.5840,045.30
- OTHER

EXPENDITURE 6,223.36 1,541.257]U.61

Total 54,i181.8125.445.6779,927.48

n Less: INCOME u,'ffi.4 2,376.U16,934.08

Net Expenditure 39,9n.V 23,069.6i162,993.40
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6.1

EXPENDITURE ON EMPLOYEES

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

SECURED LOANS:

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

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

b. A first charge on all monies received i 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.

The Company has approached the Government
for exemption of stamp duty and fee for registration
of the mortgage /  t rust deed for Series -  V
(comprising of Series - V and VA) and Series Vl
bonds and the same is awaited. Execution of
mortgage / trust deed and creation of charge is
under process in respect of Series - V (comprising
of Series - V and VA) bonds and Series - Vl. The
company is yet to issue certificates in respect of
these bonds.

In 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 bonds an
amount equal to the interest payment / principal
ins ta lment  due in  the  respec t ive  years  fo r
disbursement directly into the Designated / Escrow
account. In view of the above the Company does
not propose to create a Redemption Reserve as
required u/s 117C of the Companies Act,  1956.

Reset Bonds

a. Series | (Reset) Bonds have been redeemed
on 31'r  March 2004. In terms of ooinion

obtained from the Trrustees the instrument for
r e p a y m e n t  i s  d a t e d  1 ' t  A p r i l  2 0 0 , 4  a n d
accordingly accounterl in the next financialyear.

b. The coupon rate applicable for the current year

in respect of Reset Eionds are as follows:

Series | (Reset) Bonds - B.50Yo p.a (payable
semi-annual ly)

Series ll (Reset) Bonds - 6.35% p.a (payable

annual ly)

FIXED ASSETS/CAPITAIL WORK IN PROGRESS

Other Assets under Capital  Work in Progress
pending capitalisation includes;

a. Rs. 278.68 Crores representing establishment
and other administrati'ye expenditure trans;ferred
by Government on inroorporation.

b. Rs. l0.63CroresreprLssentingshareofcommon
expend i tu re  (a long w i th  Government  o f
M a h a r a s h t r a )  i n c u r r e d  i n  r e s p e c t  o f
Doodhganga Project on the basis of claims
received from Government of Maharashtra.

Mutation entries in favour rcf the company in rc'spect
of immovable property bror.rght into books of ar:count
is yet to be made. The Company is also in the
process of obtaining title deeds of land taken over.

Value of land brought into books of account of the
Company are subject to aLdjustment on finalisation
of various procedures including land acquisition
awards, consent awardsi, interest and mutation
entries in the revenue recrcrds of the Government.

The expenditure on account of Rehabilitation and
Reset t lement  g rouped under  Cap i ta l  Work  in
Progress includes revenue expenditure incurred in
connection with rehabilitation activity.

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

The Board have approved the Extra Financial
lmplication due to Extra ltrem Rate List in respect of
canal construct ion worl<s in the Upper 

- funga

Project, resulting in recol'ery of payments already
effected to the contractors amounting to Rs. 15.54
crores (net). The contractors have filed writ pertitions

7

7.1

7.2

7.3

6.2

7.4

6.3

7.5

6.4

7.6
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before the Hon'ble High Court  of  Karnataka
challenging the Board's decision. The Hon'ble High
Court of Karnataker has since stayed the decision
of the Board. The aLmounts paid to the contractors
are included in the Capital Work in progress.

7.7 Vehicles amounting to Rs. s1.24 crores are
pending transfer in favour of the company.

7 .8  Deprec ia t ion  on  Roads t rans fer red  by  the
Government has been provided by treating the
same as metalled r,oads pending identification and
classification between metalled and non-metalled
roads. Capital expenditure on Roads includes
,expenditure incurred in respect of roads where
transfer of ownership is yet to be completed.

8 IINVENTORIES

lHard rock extracted during excavation forcivilwork
is not valued as the realisability is contingent upon
its util isation/sale in its present form. The same
is brought to bookr) on sale.

9  T P R T O R  P E R T O D  T T E M S  ( A C C O U N T T N G
T}TANDARDS)

Disclosure of prior period items separately as
required by the Standard is not necessary as the
oompany has  no t  p repared Pro f i t  and Loss
l\ccount.

10 ITIJNDRY DEBTORS

10.1 Dues from Industr ial  Unit  Rs. 7.05 Crores

Tlhis represents watc.r royalty due from an industrial
un i t  towards  use  o f  water  fo r  hyde l  power
generation. The agreement for supply of water
erxpired on 28.05.98 and the Government has
permitted continua,tion of the agreement for a
further period of four years til l 27th May 02 with a
revision in water royalty to Re. 1l- Per unit with
erffect from 28th May'98 and a direction to recover
?rrro?rs with markert related interest rates. The
company has continued to recognise revenue
(including interest) in terms of the Government
order.

The unit has disputed the payment of royalty and
filed a writ petition in the High Court of Karnataka
for (i) quashing of Ciovernment Order permitting
continuation of the agreement, (ii) quashing of
demand raised on the unit and (iii) seeking refund

of Rs. 1.87 crores already paid by it. The company
has filed objections before the Hon'ble Court against
the writ petition. The demand of Rs. 1.97 Crores
raised by the unit is also contested. As the amount
is recoverable as arrears of land revenue, no
provision is considered necessary for the dues.

10.2 Dues f rom farmers Rs. 6.57 crores
Company is  in  the process of  establ ish ing
necessary systems to recover the dues. In the light
of above no provision for overdue is considered
necessary at present.

10.3 Due from Karnataka Power Corporation Limited
Agreement  is  yet  to  be executed wi th  the
corporation for levy of royalty (in lieu of water rates)
towards use of water for power generation.
Accordingly, no income (amount unascertained)
has been recognised in the books of the company
ti l l  date.

11 RENTRECETVABLE(SCHEDULE.j)

Rent from occupants of quafiers 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 it from the
concerned occupants/authority as also to get the
premises vacated by unauthorized occupants.

12 ADVANCES:

12.1 Due From Government (others)

Represents dues arising out of incorporation of
assets and l iabi l i t ies on the formation of the
company and subsequent reconciliation of these
items.

12.2 Balance with Special Land Acquisition Officers
Represents sums re leased towards land
acquisition and other maintenance expenditure of
some of the offices. Necessary entries will be
effected on receipt of details from these offices.

12.3 Duefrom Staff

Necessary entries will be effected on reconciliation
of staff advances with the records maintained in
divisional/Filed Offices, which is under progress.
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13 DEFERREDTAX(ACCOUNTTNGSTANDARD22)

(Rs. crores)

0.62

Nil

60.81

60.81

60.19

The same has not been recognised as a matter of
prudence.

1 4  S E G M E N T  R E P O R T
STANDARD 17)

(ACCOUNTTNG
19

Thel company is execut ing var ious i rr igat ion
projects entrusted to it by the Government, which
are under various stages of progress. Hence, the
company has no reportable segments.

R E L A T E D  P A R T Y  T R A N S A C T I O N S
(ACCOUNTTNG STANDARD 1 8)

The company is a state controlled enterprise (as
defined in clause 10) and accordingly information
in respect of key rnanagement personnel [as
detailed in Note 19 (ii) belowl only is furnished as
required under clause 9.

CURRENT LIABILITIES

16.1 Liability towards municipal taxes (amount
unascertained) pending mutation in favour
o f  the  company w i l l  be  accounted  on
determination.

16.2 No provision has been made towards
lnterest accrued but not due in respect of
broken period of bonds amounting tc
Rs. 20.55 crores.

OPERATING LEASE

The Companies' significant leasing arrangements
are in respect of operating leases for its office
premises. These lease arrangements, which are
not cancellable, upto 5 years and are usually
renewab le  by  mutua l  consent  on  mutua l l y
agreeable terms. The aggregate lease rentals
payable are charged as rent under Schedule - N.

WAIVER / REMISSION OF WATER CHARGES

18.'n Waiver/Remission of water charges relating

to earlier years in telrms of Government Order
d a t e d  1 3 t h  J u l '  O 0  a n d  0 3 ' d  S e p t '  0 3
respectively, has been effected during the
current year.

18.2 In terms of Governrnent Order dated 013'd Sep'
03, water rates (inoluding maintenancr3 cess)
for the year 2002-2003 along with {i0% of
penalty for violation of cropping patterrn and
unauthorised cultivation has been waivc'd. The
revenue recogn ised in  the  ear l ie r  year

amounting to Rs. s3.10 Crores has been
reversed during the year.

BALANCE CONFIRMATION

Balances under Advancu's, deposits, creditors for
supplies, trade deposits and advances are subject
to confirmation and consequential adjustmernts.

ADDITIONAL INFORMATION

20.1 Managerial Remuneration:

20.2 There are no earnings or expenditure on
foreign exchange. (Previous year- ltlil)

20.3 Maintenance expendi ture on f loads
includes expenditure incurred in respect of
roads where transfer of ownership is yet to
be completed.

GENERAL

In the opinion of the rTlanagement, the c;urrent
assets, loans and advances have a value on
realization in the ordinary course of busin,ess, at
least equalto the amount at which they are stated
in the Balance Sheet.

Previous year f igures have been regrouped/
reclassified/recast wherever necessarv tcr make

(i) Deferred Tax Liability

Depreciation

(ii) Deferred Tax Asset

Sec 43B ltems
. Business Loss

Total

( i i i )Net Deferred Tax Asset ( i i -  i )

n

15

1 6

1 7

21

(Rs. lakhs)

Name Pay &
Allowances

Other
Benefits

Dr. S. Subramanya,
Managing Director 3.81 0.07

(Previous year) 0.23 Nil

Ashok V. David 0.50 Nil

(Previous year) Nit Nit

ShriD N Desai, Director Nil 0.37

(Previous year) NiI 0.48
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them comparable with the current year's figures.

2. ADDITIONALINFORMATION

Contin gent Liabilities:

22.1 Estimated amount of contracts remaining to be
executed on capital account not provided for
(to the extent ascertained) Rs. 403.40 crores.

22.2 Claims against the company not acknowledged
as debt (to the extent ascertained) Rs. 10.30
crores,

KARNATAKA NEERAVARI NI L IMITED: :  BANGALORE

22.3 Other  monies fo wh ich  the  company  i s
contingently liable not ascertainable)

a) Land cases (including enhanced
compensation / rest)

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

(N.RAV|NDRAN)
General Manager - Finance

Bangalore
Date:29.07.04

Bangalore
Date:30.07.04

(G.S.PRAKASH)
Company Secretary

(D.N. DESAD
Director

(P.N. SREENTVASACHARY)
Managing Director

to our report ol even date
tor Rao Associates

Chartered Accountants

(G.SUDHTNTIRA)
Partner

MEM. No.26171
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PRESENT STATUS OF THE PROJECTS AS ON 31.03.2004

1. Ghataprabha Project

Dam works
GLBC (109 Km.)

GRBG(202 Km.)

Distributories under GRBC (39 nos.)

Chikkodi Branch Canal(88 Km.)

Distributories under CBC (25 nos.)

Completed.
Completed.

Length completed upto Km.90 and 93 to 107 except 83'd Km.
Km. 91 , 92 and 108 to 119 under advanced stage of completion.
Km. 120 to 180 works are in various stages of progress. Km. 181
to 189 tenders invited. Km. 1 90 lo 202 alignment is approved and
estimates are under preparation.

Works completed upto block No. 22, Works under progress in
block No. 23 to 30. Alignment approved from block No. 31 to 35
and estimates are under preparation. Survey works are under
progress beyond blocks No.36.

Length completed to its full length of 88Kms.

Works completed upto block No. 20 & 22,23,244 & 25. Works
are under progress in block No. 21 &248.

2. Malaprabha Project
Dam works
MRBC (142 Km.)

MLBC (1s0 Km.)

Distributories under MRBC (60 nos.)

Distributories under MLBC (56 nos.)

Completed.
Length completed up to Km. 131 , Except one CD in Km. 12i2tor
which tenders have been invited. Survey wrrks are under progress
from Km. 132 to 142 (Alignment approved).
Length completed up to Km. 144. Survey works are under progress
from Km. 145 to 150 (Alignment approved).
Works completed up to block No. 52 and block No. 55B & li6A.
Works under progress in block Nos. 53 to 55A.
Works completed up to block No. 54 and 561i. Works under progress
in block No. 55. Survey work under proelress for block No. 57,
57A and 58.

3. Hippargi Project
Barrage works

L.l. Systems : Head works

Barrage works completed. Fabrication of crest gates under
progress. Erection of crest gates are to be completed by
June 2004.

Tenders for lifting systems of Halyaland A,inapur Ll Schemes on
turnkey basis are already entrusted, The works are in progrress.
Work order for Karimasuthi 3'd stage, Savalgi-Tungal 4th stage under
Halyal lift irrigation are issued. Survey consultancy for Halyal east
and west canal and Ainapur east and west cemal are under progrcss.

4. Markandeya Project
Dam works
Canals
RBC(80 Kms.)

LBC (12 Kms.)

95o/o of dam works completed. Spillway bridge and fabrication of
crest gates for dam under progress. Worlls will be completed by
June'04.
Works under progress upto 71 Km. Distributory works in block
No.1 to 34 are under progress.
Tenders for canal from 0 to 3 km are inviterl.
Earthwork estimates for 4 to 12 Kms are prepared and are under
finalisation. Estimate for CD works are un<ler preparation.
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5. Harinala Project

Dam works

Canalworks
R.B.C. (10.50 Km)
L.B.C. (8.5 Km.)

Dam work completed. Ready for impounding water.

Works completed. Field canalworks are under progress.

Works completed. Field canal works are under progress.

Upper Tunga Project

Dam works

Canals (339 Kms.)

Dam works under progress. Excavation work compreted. About
98"/" of embankment works and 95% of concreting work are
completed. Gate erection and spillway bridge under advance stage
of construction.

Excavation completed up to z1"rKm. works are in different stages
lrom72to 110, 11sto 122, 124 to 145 & 156 to 1s7. Tender under
process from 146 to 155 Km. In other reaches up to Km. 16g,
tender process is compreted & work order being issued. work
on Tunnel from Km. 16g to 174 is under progress.

7. Singatalur Project

Barrage

Canalworks

As per the direction of Government modified scope of the project is
under finalisaiton.

Barrage works are under progress.

RBC nearing completion.

8. lBhima Lift lrrigation Scheme

lBarrage works

l-. lWorks

Earthen embankment works completed. The work of construction
of barrage is under progress.

Tenders opened & under evaluation.

9. Gandorinala Project

Dam works

Oanalworks

R.B.c (7Km.)

t..B.c. (94 Km)

Dam works & crest gates are completed.

R.B.C. works up to 7 Kms. almost completed.

L.B.C. works up to 40 Kms. are under progress.
Km.41to 50 sanctioned, 51 to 60 under preparation.
are being taken up in Km. 61-94.

Estimates for
Survey works

10.Tunga Lift lrrigation Scheme Preliminary designs are under preparation.
The scheme comes under reserve forest area & the matter is being
persued.

11.K,alasa Nala & Bandur Nala Diversion
Schemes:
To tackle dam works Proposal for diversion of forest land (500 Ha.) submitted to

Central Government by State Government.
Estimate & DTP for Kalasa dam works finaliseo.

Estimate & DTP for Bandur Nala are underfinalisation.

b)
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12. Dudhganga Proiect

(a) Nidhori branch canal (23Kms.)

(b) Bidr ibranch canal(49 Kms.)

(c) Kurundawad branch canal (gKms)

(d) Dattawad branch canal(30Kms.)

lnter-State project. Dam is in Maharastra state and it is completetd.

Works are nearing completion.

10 Kms. alignment approved and estimates are under preparation.

The levels at entrance point of Karnataka state is yet to be given by

Maharastra state

l3.Basapur LIS

Stage-l

Works are in various stages of progress.

Action is being taken to complete the balance works

Tenders invited for FIC survey consultancy works.

14.ltagi-Sasalwad LIS Action is being taken to call for tenders for balance head works.

Tenders invited for canal survey consultancy works.

l5.Bennithora

Earthern Dam

Right Bank Canal - 82 KM

Left Bank Canal - 60 KM

Distributaries under RBC - 41 Nos.

Distributaries under LBC - 30 Nos.

Completed

Works are under progress and are in various stages of completion.

Works are under progress and are in various stages of completion.

Works are under progress and are in various stages of completion.

Works are under progress and are in various stages of completion.

FlCs survey works entrusted to private agencies and are in progress.

16. Lower Mullamari Proiect

Earthern Dam

Right Bank Canal- E0 Kms.

Dlstributaries - 66 Nos.

Completed.
Spillway works are under progress.

Works are completed final bills to be paid.

Upto 51 distributaries works completed
52 to 66 works are under progress.

17.Varahi Project

Diversion weir works

Right Bank Canal(78.80 Km)

Left Bank Ganal(44.32 Km)

Lift irrigation canal (33 Km)

To be taken up.

To be taken up.

To be taken up.

Upto 21 Km works are in various stages of progress.
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31"I MARCH 2OO4

Note:
1. The Company is gxecuting various lrrigation projects entrusted to it by the Government of Karnataka, which

are under varioug stages of progress and are yet to be completed. Therefore, the company has prepared

Expenditure Durir1rg Construction Period Statement instead of Profit & Loss Account as detailed in Noter - 1 of
notes forming part of the Accounts (Schedule-P). Accordingly, Cash Flow from Operating Activities is s;hown
as Nil and the Ndt Expenditure During Construction Period, pending capitalisation and adjustment for Net
Current Asset chdnges have been shown under Cash Flow from investing activities.

2. The Cash & Cash equivalents represent Cash and Bank balances including balance in Escrow/Designated
Accounts and Deposit with Treasury.

3. The Cash Flow Statement has been prepared under the indirect method as set out in the Accounting
Standard - 3 on Cash Flow Statement issued by the lCAl.

(N.RAVTNDRAN)
General Manager - Financd

Bangalore
Date:29.07.04

Bangalore
Date:30.07.04

(G.S.PRAKASH)
Company Secretary

(D.N. DESAD
Director

(P.N. SREENTVASACHARY)
Managing Director

Subject to our report of even date
for Rao Associates

Chartered Accountants

(G.SUDHTNDRA)
Partner

MEM. No.26171
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INFORMATION IPURSUANT TO PART. II I  OF THE SCHEDULE VITO THE COMPANIES ACT, 1958
BALANCE SHEET ABS RACT AND COMPANY'S GENERAL BUSINESS PROFILE AS AT 31.03.04

I REGISTRATION DETAILS

III POSITION OF MCIBILISATION AND DEPLOYMENT OF FUNDS - (RS. IAKhS)

BALANCE SHEET DATE

RIGHTS ISSUE

BONUS ISSUE PRIVATE PLACEMENT

OTHERS ** (  Rs. lakhs)

CAPITAL RAISEDI DURING THE YEAR:

PAID UP CAPITAL. --
ADVANCE AGAINST EQUITY

RESERVES & SURPLUS

TOTAL LIABILITIES (Rs. lakhs) 293,538.74 TOTAL ASSET(Rs. lakhs) 293,539.74

A. SOURCES OF FUNDS ( Rs. lakhs)

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

APPLICATION OFr FUNDS ( Rs.lakhs)

IV

PERFORMANCE OF THE COMPANY Not Applicable, since the Company is still in the
construction stage.

V

GENERIC NAME CIFTHREE PRINCIPAL
PRODUCTOFTHET COMPANY

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

(N. RAVTNDRAN)
Generizl Manager - Financ'e

Bangalore
Date:29.07.04

Bangalore
Date:30.07.04

(G.S. PRAKASH)
Company Secretary

(D.N.DESAT)
Director

(P. N. SREENTVASACHARY)
Managing Director

Subject to our report of even date
for Rao Associates

Chartered Accountants

(G.SUDHINDRA)
Partner

MEM. No.26171

NET FIXED ASSE'TS "** 192,835.35 INVESTMENTS 1,620.00
]NETCURRENTASiSETS 35.409.81 MISCELENEOUS

EXPENDITURE 680.17IEXPENDITURE DLIRING
ISONSTHUCTION

IDENDING CAPITAI-ISATION 62.993.41

tr** NET FIXED ASISETS includes CapitalWork-in-Progress




