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BOARD OF DIRECTORS
(As on 28.09.2013)

Sri I.S.N. Prasad, IAS
Chairman, KSBCL & Principal Secretary,
Finance Dept. GoK

(From 21.09.2013)
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Dr. Sandeep Dave, IAS
Managing Director
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Sri Shambhu Dayal Meena, IAS Dr. C. Somashekar, IAS
Director, KSBCL & Excise Commissioner Director
GoK (From 29.07.2013) (From 11.12.2012 t0 29.07.2013)
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Sri L.V.Nagarajan, IAS
Chairman, KSBCL & Additional Chief Secretary to Govt.,
Finance Department, Government of Karnataka
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Sri Arvind Shrivastava, IAS
Managing Director, KSBCL & Secretary (B&R)
Finance Dept. GoK
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Sri Aravind Jannu, IAS
Director, KSBCL &
Excise Commissioner Karnataka
(02.06.2010 to 11.02.2012)
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Sri Ajay Seth, IAS
Director, KSBCL & Principal Secretary (B&R),
Finance Department, Government of Karnataka
(18.06.2008 to 10.05.2013)
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
No. 78, Seethalakshmi Towers, Mission Road, Bengaluru - 560 027

 NOTICE 2

NOTICE is hereby given that the 10th ANNUAL GENERAL MEETING OF THE
MEMBERS of the Corporation will be held on Saturday the 28th September 2013 at 11.00
AM at the Chambers of Principal Secretary, Room # 255, 2nd Floor, Finance Department,
GoK, Vidhana Soudha, Bangalore - 560 001, to transact the following business:

No.CS-AGM-10

Ordinary Business

1. To Receive, Consider and Adopt the Directors' Report, Audited Balance Sheet as at 31"
March 2013 and the Audited Profit and Loss Account for the year ended on that date along with
the Auditors' Report thereon and the comments of the Comptroller and Auditor General of India.

2. Todeclare dividend.

3. Tofix the remuneration of Auditors for the Financial Year 2012-13 and to pass with or without
modification the following Resolution as an ordinary Resolution;

RESOLVED THAT the Remuneration of Rs. 2,50,000/- [Two Lakhs Fifty Thousand] fixed by
the Directors exclusive of applicable service tax towards audit of the accounts and tax audit for
the Statutory Auditors M/s Phillipos & Co., Chartered Accountant, appointed by the Comptroller
and Auditor General of India for the Financial Year 2012-13 be and thereby approved.”

By Order of the Board of Directors

Place: Bangalore

Date: 26.09.2013 H.S.N. RAO
Company Secretary &
Compliance Officer
To,

1.  The Members of the Corporation
2. Statutory Auditors

Note: i. A MEMBER ENTITLED TO ATTEND AND VOTE AT THE MEETING IS
ENTITLED TO APPOINT A PROXY TO ATTEND AND VOTE INSTEAD OF
HIMSELF AND THE PROXY NEED NOT BE MEMBER OF THE COMPANY. THE
INSTRUMENT OF PROXY, IN ORDER TO BE EFFECTIVE, SHOULD REACH
THE REGISTERED OFFICE OF THE COMPANY AT LEAST 48 HOURS BEFORE
THE TIME FIXED FORTHE MEETING.

il. Asper Section 619(2) of the Companies Act, the Comptroller and Auditor General of India will
appoint the auditors for the year ending 31.03.2013.

iii.  Consentof the share-holders for shorter notice under Sec.171 (2) of the Companies Act, 2005
have been obtained.
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU
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SL Particulars | 2003-04 | 2004-05 | 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13
No.
1 | Sales turn- 1307.00 | 2228.00 2976.00 3603.00 6381.00 8228.00 9653.00 11707.30 14,125.59 | 15467.83
over
2 | Other Income 4.00 10.00 10.00 15.00 29.00 39.00 37.84 45.49 68.63 39.16
3 | Profit before 0.41 6.61 6.61 531 30.86 17.57 8.57 22.84 37.50 47.27
tax
4 | Profit after tax 0.27 4.12 3.77 297 20.00 16.05 7.74 14.54 27.54 33.98
5 | Reserves and 0.26 4.40 8.20 10.68 28.35 42.06 47.46 59.20 83.96 115.15
surplus
6 | Net worth 226 6.40 10.20 12.68 30.35 44.06 49.46 71.20 95.96 127.15
7 | Revenue to 401.50 | 1252.00 1553.00 2119.00 3824.00 5363.00 6451.00 7955.00 9212.56 | 10364.19
Govt. of
Karnataka
8 | Finance cost’ 0.22 0.82 1.25 1.54 3.27 2.83 0.63 0.12 0.07 0.10
9 | Privilege fee 22.50 32.00 41.00 165.50 34538 479.64 570.14 695.15 829.42 6.00
10 | Duty collected | 379.00 | 1220.00 1512.00 1953.98 3478.70 4883.17 5881.30 7260.00 8383.14 | 10358.19
11 | Dividend - - - 0.40 2.00 2.00 2.00 2.40 2.40 2.40
12 | Manpower 160 234 263 294 426 472 475 481 482 473
(Nos.)
13 | Annual Sales 8.17 9.56 11.35 12.31 14.98 17.43 20.32 24.34 29.31 32.70
per employee
14 | Admn. & 0.56 0.54 0.45 0.57 0.52 0.46 0.47 0.38 0.36 0.39
Gen.expenses
as a % to sales
turn over (%)
15 | IML Sales (in 0.70 1.13 1.43 1.57 3.25 3.66 3.90 4.63 4.95 5.07
crores CBs)
16 | Beer Sales (in 0.74 0.88 1.14 1.21 1.43 1.54 1.42 1.84 2.12 222
Crore CBs)
17 | Spirit Sales 0.46 5.09 8.51 13.15 24.56 25.65 23.42 30.44 42.85 36.71
(in crore bulk
Itrs)
18 | Book value 1130 3200 5100 6340 15000 22030 24729 5933* 7997* | 10595.83*
per share
(%) (face
value
1,000 each)
19 | Earning per 133 2302 1887 1487 10002 8027 3870 1212* 2295% 2831*
share ()
(face value
T 1,000
each)
20 | MF - - - - 475.50 3924.40 3617.53 7693 9683 | 11057.03
investment
including
opening
balance
21 | Composition of liquor sales value Whisky : 57.40 , Rum : 3.83 , Brandy : 6.23, Gin : 0.56, Voidka: 0.53 and Others : 31.45
during 2012-13 in gty (%)
22 | Composition of total sales value IML : 78% Beer : 13.46% Spirit* : 8.54%
during
2012-2013 in (%)
23 | Composition of spirit* sales value Local :3.14 Export : -23.26 Import : 21.79
during 2012-13 in (%)
24 | Division-wise market share of IML Hospet : 12.79 Mangalore : 14.36 Mysore : 16.61
products during 2012-13 in (%) Bengaluru : 33.77 Belgaum : 13.99 Gulbarga : 8.47
25 | Segment- wise market share of top Whisky : 91% Brandy : 100% Gin: 100%
20 brands during 2012-13 in (%) Rum : 100% Vodka : 94% Beer : 99%

N\

*on increased share capital of ¥ 12.00 crores from X 2.00 crores-

77N
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU
DIRECTORS' REPORT 2012-13

1. On behalf of the Board of Directors of our
Corporation, I have immense pleasure in
presenting the 10"  Annual Report of the
Corporation along with Audited Financial
Statements for the Financial Year 2012-13.

2. BUSINESS MODEL

As the members are aware, the Corporation is
solely engaged in canalization of liquor and
spirit in Karnataka State. Under the present
excise policy of Government of Karnataka, all
the manufacturers / suppliers / importers who
want to sell the liquor or beer in Karnataka
whether produced in Karnataka or outside
Karnataka, have to canalize the same through
the Corporation and the retailers have to
purchase the liquor and beer only from the
Corporation for re-sale in the Karnataka State.

3. PERFORMANCE HIGHLIGHTS
During the year under review, the Corporation
has achieved good results as in the previous
years. The highlights of the performance are
as under:-

Table : 1 (X in Crores)
SL.No. Particulars 2012-13 2011-12 2010-11
A Sales turn — over 15467.83 | 14125.59 | 11707.30
B. Revenue from Operations 75.81 850.38 719.24
C. Other income 39.16 68.63 45.49
D. Privilege fee to GoK 06.00 829.42 695.15
E. | Finance Charges 0.10 0.07 0.12
F. Net Profit after tax 33.98 27.54 14.54
G. Dividend 240 2.40 2.40
H. | Reserves and surplus 115.15 83.96 59.22
I Paid up share capital 12.00 12.00 12.00

4. SHARE CAPITAL
The total issued, subscribed and paid up share
capital continued to be at Rs.12.00 crores

consisting of ¥ 1,20,000 equity shares of (% in Crores)
Rs.1,000 each. . Quantity Value

’ Particul

S T TN 0T | N3 | i | Il

5. FINANCE Whisky 419 408 382 0598.30 | 864162 | 734784
The secured loans availed by the Corporation Rum 1§ | 0B )0l T3 6499|6783
stood at “NIL”. The amount of unsecured loan | oo T L B A
borrowed from Government of Karnataka Gin, Vodka, Beer | 237 | 015 | 013 546700 40043 LY

. & others
continued to be at X 2.53 crores. Tol W | 4% | 48 | W] 005 U
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6. REVENUE FROM OPERATIONS

The Corporation earned Revenues from
Operations amounting to < 75.81 crores as
against to ¥ 850.38 crores in the previous year.
The break up of sales in quantity terms were as
under:-

Table-2 - Quantitative Sales

(in crore CBs)
SLNo. Particulars 012-13 | 2011-12 | 2010-11
A. | IML (Indian Made Liquor) | 5.07 495 463
B. | Beer 1 212 1.84
C. | Spirit [in crore bulk liters] | 3671 285 3044

Table -3 - Sales Value

(% in Crores)

SLNo. Particulars 2012-13 | 2011-12 | 2010-11
A. | IML (Indian Made 1414741 | 1273331 | 10789.97
Liquor) & Beer
B. | Spirit [in crore bulk liters] | 132042 | 139228 917.33
Total | 15467.83 | 14125.59 | 11707.30

7. LIQUOR SEGMENT

During 2012-13, in value terms, IML
segment constituted 78 % (previous year 77.18
%) of the total sales turn-over, while beer
segment constituted 13.46 % (previous year
12.96 %) of the total sales turn-over, whereas,
spirit constituted 8.54 % (previous year 9.85 % )
of the total sales turn-over.

The break up of IML sales in quantity
and value terms was as under:-

Table-4 - IML & Beer Sales
Qnty -in crore CBs/ Value -

Nt S
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8. DIVISION WISE MARKET SHARE OF IML AND BEER PRODUCG_\

Table — 5 - Division wise market share (in quantity terms) were as under:

SL. | Division IML Products (in %) Beer (in %)
NO. 2012-13 | 2011-12 | 2010-11 | 2012-13 | 2011-12 | 2010-11
01 | Bengaluru 33.77 33.54 33.75 41.53 40.28 40.15
02 | Belgaum 13.99 14.02 13.23 13.32 13.62 12.79
03 | Gulbarga 8.47 8.25 8.40 10.61 10.76 10.86
04 | Hospet 12.79 13.27 13.85 9.15 10.27 11.71
05 | Mangalore 14.36 13.97 13.69 15.88 15.15 14.56
06 | Mysore 16.62 16.95 17.08 9.52 9.92 9.93
TOTAL| 100.00 | 100.00 | 100.00 | 100.00 100.00 100.00

09. MARKET SHARE OF TOP20 BRANDS

The details of market share of top 20 brands, in their respective segments, during 2012-13, were as

under:-

10. SPIRITSEGMENT
The details of local sales, export sales, imports (both in quantity and value) capacity utilization and

Table- 6 (in %)
Product Market Product Market
Share Share
Whisky 90 Brandy 99
Rum 99 Gin 100
Beer 100 Vodka 94

average yield are furnished hereunder:

Table-7 - Spirit Sales

Particulars (Quantity in Crore bulk liters.) (Value - ¥ in crores)
% of % of
increase in increase in
2012-13 | 2011-12 | 2010-11 201213 over 2012-13 2011-12 2010-11 201213 over
2011-12 2011-12
Local sales 23.37 25.60 20.21 -8.69 819.05 794.08 590.99 3.14
Export sales | 10.76 15.36 7.78 30.00 386.10 503.56 225.83 -23.26
Import 2.58 1.89 2.45 36.53 115.27 94.65 100.51 21.79
Total 36.71 42.85 30.44 -14.33 1320.42 1392.29 917.33 -5.16
Table — 08 - Capacity utilization
Particulars 2012-13 2011-12 2010-11
Installed Capacity 43.80 50.35 39.33
Utilization in %
Production Days in % 58.40 79.64 58.59
Table — 09 - Average yield
Particulars 2012-13 2011-12 2010-11
Average yield per metric 262.89 261.24 259.08
ton of molasses [In Bulk
Liters]
80 )




Division -wise market share of IML products during 2012-13 in (%)

- Gulbarga

- Hospet

- Mangalore
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- Bengaluru

. Belgaum

S Pl R lT SALES (in Crores bulk Litres)
42.85
25.65
2008-09 2009-10 2010-11 2011-12 2012-13
PROF'T BEFORE TAX (Rs. in Crores)
2008-09 ' 17.57
2009-10 8.57
2010-11 | 2284
201112 | 37.50
201213 | 47.27
RESERVES AND SURPLUS (Rs. in Crores)
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After paying the privilege fee of T 6 crores to Government of Karnataka and meeting all other
expenses, during the year 2012-13, the Corporation earned an amount of ¥ 47.27 crores as profit before
tax. The profit after tax, was ¥ 33.98 crores. The comparison of the profits over the three previous
years is as under:-

11. FINANCIAL RESULTS

Table-10 (R in Crores)

S1.No. Particulars 2012-13 2011-12 2010-11
a. Profit before tax 47.27 37.51 22 .85
b. Less Tax 13.29 9.97 &.31
c. Profit after tax 33.98 27.54 14.54

12. ISO CERTIFICATION

During the year under review, the Corporation is accredited with ISO Certification ISO-9001-2008
on 13.02.2013 for its Head Office from Bureau of Indian Standards, Chennai.

13. RESERVES AND SURPLUS

You will be glad to note that the cumulative Reserves and Surplus as on 31.03.2013 were at ¥ 115.15
crores. The reserves are 9.6 times of paid up share capital of the Corporation.

14. MAJOR ACHIEVEMENTS
The major achievements of the Corporation during the year were:-

i.  Sales-turnover ¥ 15467.83 crores [Previous year< 14125.59 crores |

ii. Profit for the year ¥ 33.98 crores (Previous year< 27.54 crores )

iii. Earningper Share 32,831 (Previous yearX2,295)

iv. Book Value per share % 10,596 ( Previous year< 7997)

v. Contribution to Public Ex-chequer¥ 10,377crores [Previous year 9,223 crores]|
vi. Networth ¥ 127.15 crores [Previous year X 95.96 crores]|

vii. Securedloans “NIL”,

15. INVESTMENT IN MUTUAL FUNDS

As in the case of earlier years, in respect of temporarily available operational funds, the Corporation
continued to invest in liquid schemes of mutual funds and fixed deposits. During the year under review,
the particulars of investments in, and redemptions from, fixed deposits and mutual funds respectively
are as under :-

Table-11 (R in Crores)
Invested )
Particul (including Deposited / Matured / Balance as on
arficuiars opening Invested During redeemed 31.03.2013
balance the year
01.04.2012)
Fixed deposits 130.00 173.00 200.00 103.00
Mutual funds 184.55 10,872.48 11,057.03 -
TOTAL 314.55 11,045.48 11,257.03 103.00
/8—2\ J
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The particulars of other income earned on investment of its short term and long term funds, in mutual
funds and fixed deposits of banks are as under :-

16. OTHER INCOME

Table-12 (R in Crores)
I\SIL Particulars 2012-13 2011-12 2010-11
0.
(A) Income from fixed
deposit and mutual
funds-
a. Fixed Deposit 10.33 44.08 29.27
b. Dividend from 7.52 7.71 3.05
mutual fund | s | e[ e
Total (A) 17.85 51.79 32.32
(B) Income from Other
Sources
a. Demurrage fees 6.07 5.05 4.53
b. Interest 12.96 841 6.85
c. Others 2.28 3.38 1.78
Total (B) 21.31 16.84 13.16
Grand Total (A) + (B) | 39.16 68.63 45.48

17. DIVIDEND

Your Directors recommended a dividend of 20% for the year under review on the paid up share capital
of X12.00 crores (as in the case of previous year).

18. KEY RATIOS
The key ratios achieved by the Corporation were as per Table-13.

Table-13 (Key Ratios)
SL.No. Particulars 2012-13 | 2011-12 2010-11

a. Earning per share (I .) 2831 2295 1212.00

b. Book value per share (I .) | 10,596 7997 5933.33

19. CONTRIBUTION TO PUBLIC EXCHEQUER

During the year under review, the Corporation contributed a sum of ¥ 10,378.48 crores to the
exchequer of Central and State Government as furnished in Table-14.

Table-14 - Contribution to Public Exchequer (X in Crores)
Particulars 2012-13 2011-12 2010-11
a. Privilege fee paid 6.00 829.42 695.15
b. Duty collected 10,358.19 8383.14 7259.76
c. Corporate Tax 13.29 9.97 8.31
Total | 10,377.48 9222.53 7963.22
8 J
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(20. HUMAN CAPITAL

was as under:-

Table-15
a. Officers and non-officers (in Nos.)
Particulars Officers | Non-officers Total
Deputed 94 334 428
Contract 09 36 45
Total 103 370 473
b. Male & Female employees (in Nos.)
Particulars Male Female Total
Deputed 416 12 428
Contract 35 10 45
Total 451 22 473

peaceful, cordial and harmonious.

Productivity Enhancement
Through Loss Management

Business Excellence through
Productivity

Effective Living and Excellence

Induction Training Programme
For new deputationist

the purpose of office use only.
technology from any one.

foreign exchange.

21. EMPLOYER - EMPLOYEE RELATION

We are happy to inform you that the employer-employee relation in the Corporation continued to be

22. HUMAN RESOURCE DEVELOPMENT

The Corporation continued to give thrust for training and development of the employees. The
Corporation imparted training equivalent to 311 man days as against MoU (Memorandum of
Understanding) target of 146 man days. The coverage of training included the following:-

Customer Care and Public relations

Positive Attitude and Work Culture
For higher productivity

Motivational Methodologies for

Performance Improvement

Saral TDS Training Programme

Management of Inspiration

ISO Training Programme

86

23.CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN
EXCHANGE EARNINGS AND OUTGO

The information, required under sec.217 (1) (e) of the Companies Act, 1956, read with the Companies
(Disclosure of particulars in the Board of Directors' report) Rules, 1988, were furnished as under:-

a. Conservation of energy: The Corporation, being a trading concern, is consuming power for
b. Technology absorption: The Corporation, being a trading concern, has not availed any

c. Foreign Exchange earnings and outgo: The Corporation neither utilized nor earned any

B

As on 31.03.2013, the total man-power of the Corporation stood at 473. The break up of man power

/
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EARN'NG PER SHARE (face value 1,000 each)

8027
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* On increased share capital of 2. 12.00 crores from . 2.00 crores

BOOK VALUE PER SHARE ()

(face value 1,000 each)

2008-09

2009-10

201011 == 5933

2011-12 P 7007
2012-13 P 10596*

REVENUE TO GOVT. OF KARNATAKA  (gs. in crores)

10364.19

9212.56

7955.00
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5363.00
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PROF'T AFTER TAX (Rs. in Crores)

33.98
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24. MEETINGS

During the year 2012-13, the Corporation held 04 Board meetings. The 9" Annual General Meeting of
the Corporation was held on27.08.2012.

25. BOARD OF DIRECTORS

During the year under review the following changes amongst Directors have taken place;

SI.No. Name Appointed w.e.f. | Ceased w.e.f.

1. Sri.Aravind Jannu, IAS 02.06.2010 11.12.2012
Director

2. Sri.Ajay Seth, IAS 18.06.2008 10.05.2013
Director

3. Dr.C.Somashekar, IAS 11.12.2012 29.07.2013
Director

4. Sri.Arvind Shrivastava, IAS 10.05.2013 -
Director, As MD From 27.06.2013

5. Dr.Sandeep Dave, IAS 27.01.2012 27.06.2013
Managing Director

6. Sri. Shambhu Dayal Meena, IAS 29.07.2013 -
Director

The Board placed on record the valuable services and contributions made, by Sri.Aravind Jannu, IAS,
Sri. Ajay Seth, IAS, Dr.C.Somashekar, IAS and Dr. Sandeep Dave, IAS during their tenure as
Directors / Managing Director of the Corporation respectively.

26. DIRECTORS' RESPONSIBILITY STATEMENT

To the best of their knowledge and belief and according to the information and explanation
obtained by them, your Directors make the following statement in terms of Section
217(2AA) of the Companies Act, 1956 :

a) That, in the preparation of the annual accounts for the year ended 31" March 2013, the
applicable accounting standards had been followed along with proper explanation
relating to material departures, if any.

b) That, such accounting policies as mentioned in the Annual Accounts have been
selected and applied consistently and made judgment and estimates that are reasonable
and prudent so as to give a true and fair view of the state of affairs of the Corporation at
the end of the financial year ended 31" March, 2013 and of the profit of the Corporation
for that year.

c) That proper and sufficient care has been taken for the maintenance of adequate
accounting records in accordance with the provisions of the Companies Act, 1956, for
safeguarding the assets of the Corporation and for preventing and detecting fraud and
other irregularities.

d) That the annual accounts for the year ended 31" March 2013 have been prepared on a
going concern basis.

27. CORPORATE GOVERNANCE

A report of Corporate Governance is annexed to this report as Annexure-1.

28. PARTICULARS OF EMPLOYEES PURSUANT TO SEC.217 (2A) OF THE COMPANIES ACT, 1956

None of the employees of the Corporation have received remuneration in excess of the limits
prescribed under section 217(2A) of the Companies Act, 1956 read with Companies (Particulars of
Employees) Rules, 1975.

/8? J
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29. FIXED DEPOSITS

The Corporation has not accepted any Fixed Deposits from the public under Sec.58 (A) of the
Companies Act, 1956 and as such no amount of principal or interest was outstanding as on the date of
balance-sheet.

30. COMPLIANCES UNDER RTIACT

The Corporation is the public authority under Sec.2 (h) of Right to Information Act, 2005.
Accordingly, the provisions of the said Act are promptly being complied with.

In order to hasten up the supply of information / reply to the applicants under RTI Act, the Corporation
decentralized the whole process by appointing Company Secretary as Public Information Officer for
Head Office and all the Depot Managers — both IML & Spirit Depots - as Public Information Officers
for their respective Depots. This enables the interested applicants to submit their requests for
information under RTI Act and get their reply / information with least delay. The Corporation has also
revised the information as on 31.03.2013 u/s 4(1) (a) & 4(1) (b) of RTT Act, 2005 and hosted on the web
site.

The status of applications received seeking information under RTI Act and appeals received during
2012-13 are furnished here under:-

A. Applications received seeking information:-

SL.No. Particulars Nos.
1 No. of applications pending at the beginning of the year Nil
1 No. of applications received seeking information 48
11 No. of applications disposed off during the year 46
v No. of applications pending for disposal at the end of the year 2%

* Applicant not responded to our letters and requisite fee not paid.

B. Appeals
SL.No. Particulars Nos.
1 No. of appeals pending at the beginning of the year Nil
i No. of appeals received during the year 03
1 No. of appeals disposed off during the year 03
v. No. of appeals pending at the end of the year Nil

As required by the Government, the necessary information for preparation of Annual Report for the
year 2012-13 by the Karnataka Information Commission has been furnished to them in Form I, I, I1I,
IV & V as prescribed by the authority.

31. 'NIL' COMMENTS OF THE COMPTROLLER AUDITOR GENERAL OF INDIA

The Comptroller and Auditor General of India, has given 'NIL' comments under sec.619 (4) of the
Companies Act, 1956, on the Accounts of the Corporation for the year ended 31" March 2013.

32. STATUTORY AUDITORS AND AUDIT REPORTS

The Comptroller and Auditor General of India have appointed M/s Philipose & Co., Chartered
Accountants, Bengaluru, as Statutory Auditors of the Corporation for the year 2012-13. As required
under section 217(3) of the Companies Act 1956 the replies furnished by the Corporation in respect of
the observations made by the Statutory Auditors is enclosed.

90D J
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33. ACKNOWLEDGEMENTS

The Directors take this opportunity to express their gratitude and thanks to Government of Karnataka,
particularly, the officials of Finance Department and the Excise Department. Our thanks are due to our
customers, vendors and bankers for their continued support during the year. We express our
appreciation to the Bankers for their continued support to the operations of the Corporation.

The assistance and co-operation provided by the Comptroller and Audit General of India, Principal
Accountant General (Civil and Commercial Audit) Karnataka, M/s. Phillipose & Co., the Statutory
Auditors of the Corporation and M/s.S.Chandrashekara Kote & Company, Chartered Accountants, the
Internal Auditors need special mention and the Directors acknowledge the same.

We place on record our appreciation of the contribution made by our employees at all levels.

For and on behalf of the Board,
Bengaluru

Date : 28-09-2013

L.S.N. Prasad, I1AS
Chairman
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU

OBSERVATION MADE BY THE STATUTORY AUDITORS AND
REPLIES BY THE CORPORATION

r‘?(l)' Auditors Report Replies by KSBCL
5. | Attention is drawn to the following :

1. Note No. 4 of Notes on Accounts [Note

No. 30 (II)] pertaining to “non confirmation

of balances” of Sundry Debtors, Sundry
Creditors, Accounts Receivable from
Wholesalers, Advance to Distillers, Earnest
Money Deposits and Advance from / to
Retailers. Therefore, we are not in a position to
ascertain the impact of these accounts on the
financial statements of the Corporation.

The Corporation had sent letters of confirmation of
balances to the Sundry Debtors, Sundry Creditors and
Accounts Receivables from Wholesalers, Advances to
the Distillers, Earnest Money Deposits and Advance
from / to Retailers.

In response to the said letters, a few Sundry Creditors
have responded, which have been verified by the
Statutory Auditors.

Letters of confirmation of balances were also sent in
case of Earnest Money Deposits but they have not
responded for the same.

Further, the Corporation will take steps to improve the
compliances in this regard in the ensuring year.

2. ‘Other long term liabilities’ of Rs. 1004.32
lakhs. Note No. 13 of Notes on Accounts [Note
No. 30 (I)]. This account is under
reconciliation. Therefore, we are not in a
position to ascertain the impact of this amount
on the financial statements of the Corporation.

These are the credit balances outstanding under
suppliers accounts mainly related to the period prior to
2006-07 and some claims pertaining to subsequent
years up to 2009-10. In view of the claims by the
distilleries not supported by complete details, the same
were not discharged by the Corporation. The matter was
placed before the Board in it's 44th Meeting held on 19th
February 2013 for a decision on these credit balances
which are lying over a period of more than five years.

The decision of the Board in the matter is reproduced
below :

“After a detailed discussion and as the subject matter
required further examination, the Board decided to leave
the subject as it is and authorised the Managing Director
to take appropriate decision whenever claims are
received for payment after collecting the required details
and through verification to the satisfaction of Audit”.

In pursuance of the above decision of the Board, letters
were addressed to the distilleries, who had earlier
approached for the payment of the amount to provide
the complete details of short payment made to them on
week to week basis to consider their cases. The
complete details to the satisfaction of the Corporation in
this regard are yet to be received from the distilleries.
The Corporation would take necessary action after the
receipt of complete details from these distilleries.

As such, these liabilities have been continued in the
books of accounts for the financial year 2012-13.

3. The reconciliation of bank accounts in UTI,
ING-Vysya, UBI, ICICI, SBI, SBM and
Syndicate Bank relating to the transactions for
the period 1/4/2006 to 31/3/2009 [refer Note
No. 11 of Notes on Accounts (Note No. 30(ll)] is
yet to be completed. Therefore, we are not in a
position to ascertain the impact of this amount
on the financial statements of the corporation.

The Corporation was accepting DD/Remittance Challan
as a mode of payment from the retailers for issue of
stocks during the period 01/04/2006 to 31/03/2009.
During this period, there were mismatch of entries for theg
transactions between different banks. Receipts were
drawn under one bank whereas credits were received in
another bank. With the result, there were un-reconciled
receipts in some banks and un-reconciled credits in
some other banks.

0o D)
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In order to set right these anomalies, reconciliation of
bank accounts of the Corporation was taken up afresh
for the period 01/04/2006 to 31/03/2009. During the
course of reworking, mis-matching of transactions is
being noticed. The above exercise is not expected to
have significant impact on the financial position of the
Corporation as this is only realignment of balances from
one bank to another. Further, it is very difficult to quantify
the exact realignment of balances till the re-working of all
banks is completed in full. The entire re-working of the
bank reconciliation work will be completed in the coming
financial year & rectification entries will be passed.

4. Note No. 1 of Notes on Accounts [Note No.
30 (I1)] pertaining to claims against the
Corporation not acknowledged as debts and
Note No. 8 of Notes on Accounts [Note No. 30
(1] pertaining to Income-Tax Assessments.
The Corporation has not made adequate
provision in respect of disputed statutory dues
on account of matters pending before various
authorities. The outcome of the matters cannot
presently be determined and no provision for
any liability that may result has been made in
the financial statements.

The Corporation had filed Appeal before the Income-Tax
Appellate Tribunal against the impugned demand of tax
from the Income Tax Department for the A.Y. 2009-10,
which was disposed off setting aside the orders passed
by the Assessing Officer U/S. 143 (3) of the Income Tax
Act and the orders passed by the Commissioner of the
Income Tax, Bangalore 1 U/S. 263 of the Act with a
direction to re-consider the facts fo the case de-novo in
the light of the amended Sec. 24 of the Karnataka Excise
Act, 1965. In view of this, the Income Tax Department is
yet to reconsider the matter and pass the order. In view
of this presently there is no claim by the Income Tax
Department in this regard.

With respect to A.Y. 2010-11, the Corporation had filed
Writ Petition against the claim before the Hon’ble High
Court of Karnataka and the Hon’ble Court has stayed all
recovery proceedings. The matter is yet to be taken up
by the Hon’ble High Court for final hearing.

Further, the Hon’ble High Court had also directed the
Income Tax Department to consider the amendment to
Sec. 24 of the Karnataka Excise Act, 1965 and pass the
orders de-novo in respect of A.Y. 2007-08 and 2008-09
besides A.Y. 2009-10. In view of the orders of the
Hon’ble High Court in the cases for preceding
Assessment Years, the Corporation is of the opinion that
similar relief may be given by the Hon’ble High Court for
the A.Y. 2010-11 also.

Since there are no claims from the Department for the
payment of balance tax for any of the Assessment years
2007-08 to 2009-10 as detailed above, as at the time of
finalising the accounts and the orders of the Hon'ble
High Court in respect of 2010-11, the Corporation has
not made any provision in the books of Accounts for the
F.Y. 2012-13. However the same have been mentioned
in the Notes on Accounts as contingent liabilities with
necessary disclosure.

Place : Bangalore
Date : 28-09-2013

I.S.N. PRASAD, Ias
CHAIRMAN
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU

OBSERVATION MADE BY THE STATUTORY AUDITORS AND
REPLIES BY THE CORPORATION

r‘?(l)' Annexure to Auditors Report Replies by KSBCL
9 | In respect of Statutory dues :

a. As per the information and explanations
furnished to us and on the basis of our
examination of the books of accounts, the
company has personnel deputed from other state
government organizations, in respect of whom all
statutory payments with regard to Provident
Fund, Employees’ State Insurance etc. have
been made to parent organizations. The
company is generally regular in depositing
undisputed statutory dues relating to Income Tax,
Sales Tax, Wealth Tax, Service Tax, Customs
Duty, Excise Duty, Cess and Other statutory dues
with the appropriate authorities. According to the
information and explanations given to us, no
undisputed amounts payable in respect of the
aforesaid dues were outstanding as at 31st
March 2013 for a period of more than six months
from the date becoming payable. Further, since
the Central Government has till date nor
prescribed the amount of Cess payable under
section 441(!) of the Companies Act, 1956, we are
not in a position to comment upon the regularity or
other wise of the company in depositing the
same.

b. According to the information and explanation
given to us, the following statutory dues have not
been deposited on account of disputed matters
pending before appropriate authorities :

No Comments

a) |) Service Tax on demurrages :

With regards to Service Tax on demurrages, the
CESTAT has allowed appeal filed by the Corporation.
The Department preferred an appeal against the
CESTAT order in the Hon’ble High Court of Karnataka.

Name | Nature | Amount | Period o £orum | The Hon’ble High Court, rejected the appeal field by the
Skl ofthe | of | (Rs.in |Whichthel ypere | Income Tax Department and upheld the CESTAT order.
No iotute| Dues Lakhs) amount pending | The Department has filed an appeal in the Supreme
relates Court and the apex court granted leave for the SLP and
1. |Finance| Service | 165.48 | 2006-07 | Supreme | after admission of the Appeal, ordered to Tag the case
Act Tax Court of | with other case where similar ruling was given by the
India Hon’ble High Court of Karnataka. In view of the ruling
2. |Finance| Service | 1132.53| 2003-04 | CESTAT | given by the CESTAT and the Hon’ble High Court of
Act Tax to Karnataka, in favour of the Corporation, as of now there
2005-06 are no balance tax dues and hence the Corporation has
3. [Finance| Service | 4125.03| 04/2006 | CESTAT | Mot deposited any amount to the Income Tax
Act Tax to Department.
09/2007 . . .
2. |Finance| Service | 324.80 | 10/2007 | CESTAT | ) Service Tax on Margin :
Act Tax to The Corporation has filed appeals before the CESTAT
09/2008 against the orders of the Commissioner of Service Tax
5. [Finance| Service | 2847.02| 10/2008 | CESTAT | for payment of Service Tax on Margin, and the CESTAT
Act Tax to after the preliminary hearing of the cases has taken note
09/2009 of the fact that the Corporation is doing trading activity off
6. |Finance| Service | 4322.08| 10/2009 | CESTAT | the liquor in the State of Karnataka and there is no
Act Tax to service involved and therefore Service Tax is not
09/2010 demandable and hence had stayed all the recovery
7. |Finance| Service | 2086.77| 10/2010 | CESTAT | proceedings till the disposal of the appeal as well is
Act Tax to given relief in payment of pre-deposit amount. In view of
09/2011 the stay granted by the CESTAT, the Corporation has no
94 >
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8. [Finance| Service | 124.22 | 10/2011 [Commissi| deposited any Service Tax demanded by the
Act Tax to oner of | Department.
09/2012 | Service
Tax b) Income-Tax :
9. |Income 4.97 [ 2003-04 |High In continuation of the reply furnished to the Statutory
Tax Courtof | Auditors Report vide SI. No. 5, it may be stated that the
Karnatakal corporation had filed appeals in the ITAT on the
S:Sgalore Impugned Tax Demands for the A.Y. 2007-08, 2008-09
Commissi and 2009-10 and appeals in respect of these years were
oner of allowed and the ITAT has remanded the issues to the
Income | files of the Commissioner of Income Tax and AO. With
Tax respect of A.Y. 2010-11, the Corporation had filed a Writ
(Appeals) | Petition before the Hon’ble High Court of Karnataka and
10 lincome 21591.00 | 2008-09 | Reverted the Hon_ble H_|gh Co_urt has stayed the recovery
Tax Act back by proceedings till the final orders are passed by the
the Hon'ble Court. Since Appeals have been allowed by the
Income ITAT and there are no revised tax demands from the
tax Income Tax Department for payment of balance Tax at
appellate | present, the Corporation has not deposited the amounts
tribunal to| against the claims earlier made by the respective
the authorities except remittance Rs. 86.56 crores under
Assessing| protest for the A.Y. 2009-10, due to repeated demand by
authority | the Department and as per the orders of the Hon’ble
for High Court of Karnataka.
reassesm
ent of
income
11.|Income 25991.25 | 2009-10 [High
Tax Act Court of
Karnataka
Bangalore,
On behalf of the Board
Place : Bangalore
Dot - 98092013 .S.N. PRASAD, IAS
’ CHAIRMAN
\ >
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Annexure-1

Report on Corporate Governance

1. PHILOSOPHY OF CORPORATE GOVERNANCE:

The Corporation believes that the principles of fairness, transparency and accountability are the corner
stones for good governance. The Corporation recognizes that good corporate governance is a
continuing exercise and reiterates its commitment to pursue higher standard of corporate governance
inthe overall interest of its stake holders including share holders, lenders, government and others.

2. BOARD OF DIRECTORS:

KSBCL is a Government Company within the meaning of Section 617 of the Companies Act 1956 and
the entire share capital of the corporation is held by Government of Karnataka. KSBCL is a Private
limited Company as per its Articles of Association. However, by virtue of the Notification NO GSR
1234 Dated 30-12-1958 issued by the Central Government, KSBCL was registered as a Public
Limited Company by the Registrar of Companies, Karnataka on 02-06-2003 and all the provisions
applicable to the private limited companies will be applicable to the Corporation. In terms of Articles of
Association of the Corporation the total number of Directors including the Managing Director shall not
be less than Two and not more than Five. As on 31.03.13, the Board consisted of 04 directors including
the Chairman and the Managing Director. The other Two are Directors from the Finance Department
and the Excise Department.

The brief profile of the Directors is furnished here under:-

Sri.L.V.Nagarajan, IAS

Sri.L.V.Nagarajan, [AS, belongs to the 1979 Batch of the Indian Administrative Service. He is a
B.Tech. in Mechanical Engineering from the Indian Institute of Technology, Madras. He has held
various important positions both in the Government and Public Sectors. He was Deputy Secretary
(Budget), Secretary (Project Finance) He was on deputation to Government of India in the Ministry of
Textiles as Executive Director of the Silk Export Council at Mumbai. He started and successfully
conducted the first International Silk Fair in India called Resham India. He had a long stint in
infrastructure departments. He set up the Karnataka Road Development Corporation and built 140
bridges in arecord period. He also piloted the state highways maintenance project. He negotiated the
first World Bank loan for Karnataka and started the Karnataka State Highway Improvement Project
(KSHIP), Phase-I. He was instrumental as Director (Finance) of Krishna Bhagya Jala Nigam Limited,
an irrigation project company in raising over Rs.2500 crores as bonds to finance the Upper Krishna
Project. He has worked for two years in the Irrigation Sector as Principal Secretary, Water Resources
Department. He worked in the Bangalore Underground Metro Project when the project was
conceived. Presently he is holding the position of Additional Chief Secretary Finance Department to
Government of Karnataka.

Ajay Seth, IAS

Sri.Ajay Seth, IAS, belongs to the 1987 batch of the Indian Administrative Service. He has 11 years
experience in managing public finance in Government of Karnataka and Government of India and 3
years experience in development financing in Asian Development Bank. His educational qualifications
include Bachelor of Engineering, Master of Business Administration, and Post-Graduation Diploma in
Financial Management. He worked as Principal Secretary (Budget and Resources) in Government of
Karnataka. Presently, he is working as Commissioner, Commercial Tax. He ceased to be Director of the
Corporation with effect from 10.05.2013.
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Dr. Sandeep Dave, IAS

Dr. Sandeep Dave belongs to the 1987 batch of the Indian Administrative Service. His
educational qualifications include a Masters of Arts in History, Masters in International Trade, Law &
Economics. He has been awarded a Phd, in Developmental Studies from the University of Mysore.
He has worked as Managing Director of the Corporation. Prior to this, Dr. Dave, held important
positions such as Principal Secretary to Government, Agriculture Department, Managing Director,
Mysore Sales International Limited, Chairman and Managing Director, Karnataka Urban Water
Supply & Drainage Board, Commissioner, Karnataka Watershed Development Department, Joint
Development Commissioner, Ministry of MSME Government of India, Chief Secretary, Zilla
Panchayat, Mysore, Deputy Commissioner, Bidar etc., Dr. Dave has worked as a Consultant for
UNCTAD, GIZ, etc. He has been awarded the National Award for e-governance by the Government of
India. He ceased to be Managing Director of the Corporation with effect from 27.06.2013.

SriAravind Jannu, IAS

Sri.Aravind Jannu is an Officer of the Indian Administrative Service, working with Government
of Karnataka. He has worked as Excise Commissioner, Karnataka. He has earlier worked in Rural
Development, Agriculture and Agriculture Credit, Sugar, Sericulture, Housing & Urban
Administration, Forest, Ecology and Environment, Mining, Information & Publicity and Information
Technology and Electronics Development and Biotechnology. He has an experience of 34 years in
Public Administration. He ceased to be Director of the Corporation with effect from 11.12.2012.

Sri.Arvind Shrivastava, IAS

Sri. Arvind Shrivastava, belongs to the 1994 batch of the Indian Administrative Service. He is a
B.Tech in Civil Engineering with M.A. in Economics. He has held various important positions both in
the Government as well as in Public Sectors in the field of Public Finance Management, Urban
Development, Revenue Administration, Urban Local Bodies, Local Self-Government, District
Administration including maintenance of Law and Order etc. As M.D., KUIDFC, he has achieved
success in drinking water supply management sector in Urban Local Bodies in the State which has
earned appreciation by Government and the General Public. He is presently Secretary to Government
[Budget & Resources] in Government of Karnataka. GoK has appointed Sri. Arvind Shrivastava, IAS
as Managing Director of the Corporation w.e.f 27-06-2013.

Dr.C.Somashekar, IAS

Dr. C.Somashekar, IAS belongs to 1997 batch of Indian Administrative Service. He has
Master Degree in Commerce. He started his career as Lecturer in K.L.E. College, Bangalore. He has
earlier worked in Youth Services, Food & Civil Supplies, Karnataka Housing Board, Karnataka Slum
Clearance and Development Board, Karnataka Development Authority etc., He has also worked as
Deputy Commissioner, Tumkur. He has also worked as Excise Commissioner and has a total

experience of 30 years in Public Administration. He ceased to be Director of the Corporation effective
from 29.07.2013.

Sri.Shambhu Dayal Meena, IAS

Sri.Shambhu Dayal Meena, IAS belongs to 1988 batch of Indian Administrative Service. He
has Master Degree in Commerce. He held important positions viz. Managing Director, Krishna
Bhagya Jala Nigama, Regional Commissioner, Bangalore Division, Secretary, Social Welfare,
Secretary, Urban Development Department, Principal Secretary, Youth Services Department.
Currently, he is a working as Excise Commissioner of Government of Karnataka. GoK has appointed
Sri.Shambhu Dayal Meena IAS as Director of the Corporation w.e.f 29-07-2013.

\ 97
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3.BOARD MEETINGS

B

a) During the year 2012-13, four meetings were held on 30.06.2012, 27.08.2012, 31.12.2012 and

19.02.2013

b) Constitution of Board of Directors and related information.

Details of Directors

Name of the Director Category Attendance | Attendance No. of No. of
at the Board|  at last outside outside
Meeting AGM  Directorship| Board/
during the held on as on Committee
respective | 27.08.12 31.03.13 | Membership
tenure of / Chairman
Directors as on
31.03.13
Sri.L.V.Nagarajan, [AS | Chairman 4/4 Yes 13 1
Sri.Ajay Seth, IAS Non-Executive 3/4 Yes 08 -
Director
Dr.Sandeep Dave, IAS | Managing Director 4/4 Yes - -
Sri.Aravind Jannu, IAS | Non-Executive 2/3 Yes -- --
Director
Dr.C.Somashekar, IAS | Non-Executive 1/1 NA -- --
Director

4. BOARD MATERIAL DISTRIBUTED IN ADVANCE

The agenda and notes on agenda are circulated to the Directors in advance in the defined agenda
format. All material information is incorporated in the agenda for facilitating meaningful and focused
discussions at the meeting. Where it is not practicable to attach any document to the agenda, the same is
tabled before the meeting. In exceptional circumstances, additional/supplementary items on the
agenda are permitted.

5. RECORDING MINUTES OF PROCEEDINGS OF THE BOARD:

The Company Secretary records the minutes of the proceedings of each meeting. After approval of the
minutes by the Chairman of the Board, the same are circulated among the members of the Board. The
minutes are maintained in loose leaf system.

6. POST MEETING FOLLOW UP MECHANISM:

The important decisions taken at the Board meeting are communicated to the Department / sections
Head promptly. Action taken report on the decisions of the previous meetings is placed at the
immediately succeeding meeting of the Board for its information.

7. ANNUAL REPORT:

Annual report containing inter-alia Audited Annual Accounts, Directors' Report, Auditors' Report and
other important information is circulated to the members and others entitled thereto. Annual Report is|
displayed on the Corporation's website www.ksbcl.com.

8. DIVIDEND PAYMENT:
The Corporation is having the practice of disbursing the dividend cheque on the day of AGM itself.
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9. AUDIT COMMITTEE

The provisions of section 292(A) of the Companies Act, 1956 regarding Audit Committee are not
applicable to the Corporation.

10. DISCLOSURES

Remuneration of Directors: The Remuneration payable to the Managing Director is fixed by
Government of Karnataka. The Remuneration paid to the Managing Director for the year 2012-13 was
as follows:

Dr.Sandeep Dave, Managing Director

From01.04.2012t031.03.13 ¥ 40.85 Lakhs- [X¥21.91 Lakhs |

Part time Directors were not paid any Remuneration except Sitting Fee for attending the Board
meetings which were as under:

S1.No. Name of the Directors Sitting Fee [3]
1. | Sri. L.V.Nagarajan, [AS 3000
2. | Sri. Ajay Seth, IAS 3000
3. | Sri. Aravind Jannu, IAS 2000
4. | Dr. Somashekar, IAS 1000

11. ANNUAL GENERAL MEETINGS
a.  Thedetails of last 3 Annual General Meetings held are furnished as under :

Year Date of meeting Time Venue

2009-10 06.08.10 11.30 am Chamber of the Principal
Secretary, Finance Dept.,
Vidhana Soudha, Bangalore

2010-11 25.08.11 1200am | = - [ —

2011-12 27.08.12 12.30 pm Registered Office

b. No Special Resolutions were passed in the last 03 Annual General Meetings.

c. No Resolutions were put through Postal Ballot last year.

12. ADDRESS FOR CORRESPONDENCE
The address of the Registered Office of the Corporation is

Karnataka State Beverages Corporation Ltd., No.78, Seethalakhsmi Towers, Mission Road,
Bangaluru-560027 Website-www.ksbcl.com
Signature to Annexure-1

Bengaluru
28.09.2013 L.S.N. Prasad, IAS

\_ — Chairman j
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA UNDER
SECTION 619 (4) OF THE COMPANIES ACT, 1956 ON THE ACCOUNTS OF KARNATAKA
STATE BEVERAGES CORPORATION LIMITED, BANGALORE FORTHE YEAR ENDED
31 MARCH 2013.

The preparation of financial statements of “Karnataka State Beverages Corporation Limited,
Bangalore,” for the year ended 31 March 2013 in accordance with the financial reporting framework
prescribed under Companies Act, 1956 is the responsibility of the management of the Company. The
statutory auditors appointed by the Comptroller and Auditor General of India under Section 619(2) of
the Companies Act, 1956 are responsible for expressing opinion on these financial statements under
section 227 of the Companies Act, 1956 based on independent audit in accordance with the auditing
and assurance standards prescribed by their professional body the Institute of Chartered Accountants
of India. This is stated to have been done by them vide their Audit Report dated 7 August 2013.

I, on behalf of the Comptroller and Auditor General of India, have conducted a supplementary audit,
under section 619(3)(b) of the Companies Act, 1956, of the financial statements of “Karnataka State
Beverages Corporation Limited, Bangalore” for the year ended 31 March 2013. This
supplementary audit has been carried out independently without access to the working papers of the
statutory auditors and is limited primarily to inquiries of the statutory auditors and company personnel
and a selective examination of some of the accounting records. On the basis of my audit nothing
significant has come to my knowledge which would give rise to any comment upon or supplement to

Statutory Auditors' report under section 619(4) of the Companies act, 1956.
For and on behalf of the

Comptroller and Auditor General of India

(ANITA PATTANAYAK)
PR.ACCOUNTANT GENERAL
(ECONOMIC & REVENUE SECTORAUDIT)
KARNATAKA, BANGALORE
BANGALORE
DATED:S SEPTEMBER 2013
(100 > )
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PHILLIPOS & Co. CHARTERED ACCOUNTANTS
PB. No. 534. No. 47. M_Floor BSNL  : (080) 25467223, 25467224

Wheeler Road, Cox Town AIRTEL : (080) 41251474

Bangalore - 560 005. E-mail : ph|II|pos_@vsnI.net
url : www.phillipos.com

~

INDEPENDENT AUDITORS' REPORT

To
The Members of
Karnataka State Beverages Corporation Limited.

1. We have audited the attached Balance Sheet of Karnataka State Beverages Corporation
Limited as at 31" March 2013, the Profit and Loss Statement and also the Cash flow Statement
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.

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

3. As required by the Companies (Auditors' Report) order 2003 issued by the Central
Government of India in terms of subsection (4A) of section 227 of the Companies
Act,1956,we enclose in the Annexure a statement on the matters specified in paragraphs 4
and 5 ofthe said order.

4. Further to our comments in the Annexure referred to in paragraph 3 above, we report that;

a) We have obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purpose of our audit;
b) In our opinion, proper books of account, as required by law, have been kept by the

Company, so far as it appears from our examination of those books;
c) The Balance Sheet, Profit and Loss Statement and Cash Flow Statement dealt with by
this report are in agreement with the books of accounts;

d) In our opinion, the Balance Sheet, the Profit and Loss Statement and the Cash Flow
Statement dealt with by this report comply with the Accounting Standards referred to in
sub-section (3C) ofsection211 ofthe Companies Act,1956;

e) Disclosure in terms of clause (g) of sub-section (1) of section 274 of the Companies Act,
1956 is not required as per notification no.GSR 829(E) dated October 21, 2003 issued by
the Department of Company A ffairs.

f) In the absence of any notification from the Central Government with respect to the Cess
payable under Section 441(A) of the Companies Act, 1956, no opinion is given on Cess
unpaid, as per the provision of section 227(3)(g) of the Companies Act,1956:
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5. Attention is drawn to the following;

6. Subject to our observations in paragraph (5) above, in our opinion and to the
best of our information and according to the explanations given to us, the said
accounts read together with the significant accounting policies and Notes on
Accounts give the information required by the Companies Act,1956 in the
manner so required and give true and fair view in conformity with the
accounting principles generally accepted in India;

11.

1il.

Bengaluru Chartered Accountants
07.08.2013 Firm Reg. N0.002650S
C.H.Sreedharan
Partner
Mem. No. 006281 J
000D

B

1) Note No. 4 of Notes on Accounts [ Note No.30(II)]
pertaining to “non confirmation of balances” of Sundry
Debtors, Sundry Creditors, Accounts Receivable from
wholesalers, Advance to Distilleries, Earnest Money Deposits
and Advance from/to Retailers. Therefore, we are not in a
position to ascertain the impact of these accounts on the
financial statements of the Corporation.

2) Other long term liabilities' of Rs 1004.32 lakhs. Note No.13 of
Notes on Accounts [Note No.30 (II)]. This account is under
reconciliation. Therefore, we are not in a position to ascertain
the impact of this amount on the financial statements of the
Corporation.

3) The reconciliation of bank accounts in UTI, ING Vysya, UBI,
ICICI, SBI, SBM, and Syndicate bank relating to the
transactions for the period 1/4/2006 to 31/3/2009 [ refer Note
No .11 of Notes on Accounts (Note No.30(II) ) ] is yet to be
completed. Therefore, we are not in a position to ascertain the
impact of these accounts on the financial statements of the
Corporation.

4) Note No. 1 of Notes on Accounts [Note No.30 (II)] pertaining to
Claims against the Corporation not acknowledged as debts
and Note No.8 of Notes on Accounts [Note No.30 (II)]
pertaining to Income tax Assessments. The Corporation has
not made adequate provision in respect of disputed statutory
dues on account of matters pending before various authorities.
The outcome of the matters cannot presently be determined
and no provision for any liability that may result has been
made in the financial statements.

In the case of the Balance Sheet, of the state of affairs of the Corporation
asat31"March2013;

In the case of the of Profit and Loss Statement , of the Profit for the year
ended on that date; and

In the case of the Cash Flow Statement, of the Cash Flows for the

year ended on that date.
For Phillipos & Co.

iz
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU
Annexure to Auditors’ Report for the year ended 31.03.2013

Referred in paragraph 3 of our report of even date.

1. Inrespectofits fixed assets :

a. The company is maintaining proper books/records showing full particulars, including quantities
details and situation of fixed assets.

b. These fixed assets have been physically verified by the management at the year end, which in our
opinion is reasonable, having regard to the size of the company and nature of its assets. No material
discrepancies were noticed on such verification.

c. In our opinion, the company has not disposed oftf my substantial part of its fixed assets during the
year and the going concern status of the corporation is not affected.

2. Inrespect of Its inventories :

a. As explained to us the inventories were physically verified during the year by the management. In
our opinion the frequency of verification is reasonable.

b. In our opinion and according to the information and explanations given to us, the procedure of
physical verification of inventories followed by the management are reasonable and adequate in
relation to the size of the company and nature of'its business.

c. In our opinion and according to the information and explanations given to us, the company has
maintained proper records of its inventories. As explained to us no material discrepancies were
noticed on physical verification of inventories.

3. Inrespect of loans, secured or unsecured, granted or taken by the company to/from companies, firm
or other parties covered in the register maintained under section 301 of the Companies Act, 1956:

a. The company has not given any loans, secured or unsecured during the year to companies, firms or
other parties covered in the register maintained under section 301 of the Companies Act, 1956
Consequently, the requirements of the clauses (iii)a to (iii)d of paragraph 4 of order are not
applicable.

b. The company has not taken any loans, secured or unsecured during the year from the companies,
firms or other parties covered in the register maintained under section 301 of Companies Act, 1956.
Consequently, the requirements of clauses (iii)e to (iii)g of paragraph 4 of the order are not
applicable.

4. In our opinion and according to the information and explanations given to us, there is adequate
internal control system commensurate with the size of the company and the nature of its business,
for the purchase of inventory and fixed assets and for the sale of goods and services. During the
course of our audit, we have not observed any major weaknesses in such internal control systems.

9]

. In our opinion and according to the information and explanations given to us, there are no
transactions that need to be entered in the register maintained in pursuance of section 301 of the
Companies Act, 1956. Consequently the requirements of clause (V)a and (V)b of paragraph 4 of the
order are not applicable.

6. According to the information and explanations given to us, the company has not accepted any
deposits from the public. Consequently the provisions of clause (V1) of paragraph 4 of the order are
not applicable to the company.

~
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. In our opinion, the company has an internal audit system commensurate with size and nature of its
business.

. The maintenance of cost records has not been prescribed by the Central Government under clause
(d) of subsection (1) of section 209 of the Companies Act, 1956.

9. Inrespect of statutory dues :

a. As per the information and explanations furnished to us and on the basis of our examination of the
books of accounts, the company has personnel deputed from other state government organizations,
in respect of whom all statutory payments with regard to Provident Fund, Employees’ State
Insurance etc. have been made to parent organizations. The Company is generally regular in
depositing undisputed statutory dues relating to Income Tax, Sales Tax, Wealth Tax, Service Tax,
Customs Duty, Excise Duty, Cess and Other statutory dues with the appropriate authorities.
According to the information and explanations given to us, no undisputed amounts payable in
respect of the aforesaid dues were outstanding as at 31st March 2013 for a period of more than six
months from the date becoming payable. Further, since the Central Government has till date not
prescribed the amount of Cess payable under section 441(4) of the Companies Act, 1956, we are not
in a position to comment upon the regularity or other wise of the company in depositing the same.

. According to the information and explanation given to us, the following statutory dues have not
been deposited on account of disputed matters pending before appropriate authorities :

SI. | Name ofthe | Nature of Amount Period to which the .
No. Statue Dues Rs. in Lakhs amount relates Eomerepending
1 | Finance Act | Service Tax 165.48 2006-07 Supreme Court of India
2 Finance Act Service Tax 1132.52 2003-04 to 2005-06 | CESTAT
3 Finance Act Service Tax 4125.03 04-2006 to 09/2007 | CESTAT
4 Finance Act Service Tax 324.89 10/2007 to 09/2008 | CESTAT
5 Finance Act Service Tax 2847.02 10/2008 to 09/2009 | CESTAT
6 Finance Act Service Tax 4322.08 10/2009 to 09/2010 | CESTAT
7 Finance Act Service Tax 2086.78 10/2010 to 09/2011 | CESTAT
8 Finance Act Service Tax 124.22 10/2011 to 09/2012 | Commissioner of
Service Tax
9 | Income Tax 4.97 2003-04 High Court of Karnataka
Act Bangalore and
Commissioner of Income
Tax (Appeals - I)
10 | Income Tax 21591.00 2008-09 Reverted back by the
Act Income Tax appellate
tribunal to the Assessing
authority for
reassessment of income.
11 | Income Tax 25991.25 2009-10 High Court of Karnataka
Act Bangalore
T
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10.

I1.

12.

13.

14.

15.

16.
17.

There are no accumulated losses at the end of financial years. The company has not incurred cash
losses during the financial year covered by the audit and in the immediately proceeding financial
year.

In our opinion and according to the information and explanations given to us, the company has not
defaulted in repayment of dues to a financial institution, bank or debentures holders.

In our opinion and according to the explanations given to us and based on the information
available, no loans and advances have been granted by the company on the basis of security by
way of pledge of shares, debentures and other securities.

In our opinion, the company is not a chit fund/nidhi/mutual benefit fund/society. Therefore, the
provisions of clause (xiii) of paragraph 4 of the order are not applicable to the company.

In our opinion and according to the information and explanations given to us, the company is not
dealing or trading in shares, securities and debentures and other investments. However, the
investments made in mutual funds have been held by the company in its own name.

In our opinion and according to the information and explanations given to us, the company has not
given any guarantee for loans taken by others from bank or financial institutions.
The Company has not taken any term loan during the period under audit.
According to the information and explanations given to us and on overall examination of Balance
Sheet and Cash Flow Statement of the company, we are of the opinion that there are no funds raised
on short term basis that have been used for long term investment.

18. The company has not made any preferential allotment of shares to parties and companies covered in

19.

the register maintained under section 301 of the Companies Act, 1956.
The company has not issued debentures; hence no securities or charges have been created.

20. The company has not raised any monies by way of public issues during the year.
21. Inour opinion and according to the information and explanations given to us, no material fraud on
or by company has been noticed or reported during the year.
For Phillipos & Co.
Chartered Accountants
Firm Reg. No. 0026508
C.H. Sreedharan
Place : Bangalore Partner
Date : 07/08/2013 Mem. No. 006281
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED

BALANCE SHEET AS AT 31ST MARCH 2013
(Rs. In Lakhs)

Particulars Note No. As at end of current reporting period As at end of previous reporting period

Rs. Rs. Rs. Rs.

I. EQUITY AND LIABILITIES
(1) Shareholders' Funds

(a) Share Capital 1 1,200.00 1,200.00
(b) Reserves and Surplus 2 11,515.08 8,396.44
(c) Money received against share
warrants > - - R
Sub-Total 12,715.08 9,596.44
(2) Share application money pending
allotment - - - -
Sub-Total
(3) Non - current liabilities
(a) Long term borrowings 3a 253.19 253.19
(b) Deferred tax liabilities (Net) 3b 93.40 44,74
(c) Other long term liabilities 4 1,005.68 1,008.68
(d) Long term provisions 5 2,092.15 1,105.03
Sub-Total 3,444.42 2,411.64
(4) Current Liabilities
(a) Short term borrowings 6a - -
(b) Trade payables 6b 19,675.80 37,973.38
(c) Other current liabilities 7 1,771.18 2,167.07
(d) Short term provisions 8 2,112.37 1,785.40
Sub-Total 23,559.35 41,925.85
Total 39,718.85 53,933.93
Il. ASSETS

(1) Non - current assets
(a) Fixed Assets

(i) Tangible assets 9(i) 2,981.29 2,695.97
(i) Intangible assets 9(ii) 27.78 38.63
(iii) Capital work in progress 10(i) 121.96 16.31
(iv) Intangible assets under
development 10(ii) - -
Sub-Total 3,131.03 2,750.91
(b) Non - current investments 11 - -
(c) Deferred tax assets (Net) 3c - -
(d) Long term loans and advances 12 281.84 266.53
(e) Other non current assets 13 13,470.51 5,391.80
Sub-Total 13,752.35 5,658.33

(2) Current Assets

(a) Current Investments 14 - 18,455.47
(b) Inventories 15 - -
(c) Trade receivables 16 1,193.78 5,451.48
(d) Cash and cash equivalents 17 20,369.54 21,056.88
(e) Short term loans and advances 18 18.01 18.64
(f) Other current assets 19 1,254.14 542.22
Sub-Total 22,835.47 45,524.69
Total 39,718.85 53,933.93
The notes attached form an integral part of the Balance Sheet
For and on behalf of the Board In accordance with out
report of even date attached
ARIVND SHRIVASTAVA L.V. NAGARAJAN For Phillipos & Co.,
Managing Director Chairman Chartered Accounts

Firm Number : 002650 S

C.A. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI H.S.N. RAO
. . K (C.H. SREEDHARAN)
General Manager Executive Director (Finance Company Secretary & Part
(Finance & Accounts) Compliance Officer artner

Mem. No. 006281

Place : Bangalore

\ T Date : 7th Aug, 2013 j
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED

PROFIT & LOSS STATEMENT FOR THE YEAR ENDED 31ST MARCH 2013
(Rs. in Lakhs)

Particulars Note Current Reporting Period Previous Reporting Period

No
Rs. Rs. Rs. Rs.

I Revenue from Operations 22 | 7,581.47 85,037.88

Il Other Income 23 | 3,915.81 6,862.60

] Total revenue (1 + 1) 11,497.28 91,900.48

IV Expenses
Cost of materials consumed 24
Purchases of stock in trade
Changes in inventories of finished
goods, work in progress and stock
in trade 25

Employee benefits expenses 26 | 429131 3,479.19
Finance costs 27 9.58 6.94
Depreciation and amortization
expenses 9 69.84 117.78
Other expenses 28 | 1,797.89 1,623.34
Privilege Fee paid to Government
of Karnataka 600.00 82,941.59

Prior period ltems 29 1.78 (18.73)
Total Expenses 6,770.40 88,150.11

V  Profit/(Loss) before exceptional
and extraordinary items and tax

(H-1v) 4,726.88 3,750.37

VI Exceptional Items = -

VIl Profit/(Loss) before extraordinary
items and tax (V-VI) 4,726.88 3,750.37

VIII Extraordinary Items - -

IX  Profit before tax (VII-VIII) 4,726.88 3,750.37

X Tax expense;
(1) Current tax 1,280.65 987.12
(2) Deferred tax 48.66 1,329.31 9.67 996.79

X Profit/(Loss) for the period from 3,397.57 2,753.58
continuing operations (IX-X)
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XII |Profit/(loss) from discontinuing
operations

XIII Tax expense of discontinuing
operations

XIV|Profit/(loss) from discontinuing
operations (after tax) (XII-XIIl)

XV |Profit/(Loss) for the period (XI +
XIV)

XV

Earnings per equity share:
(1) Basic
(2) Diluted

3,397.57

2,831.00

2,753.58

2,295

The notes attached form an integral part of the Profit and Loss Statement

For and on behalf of the Board

ARIVND SHRIVASTAVA L.\V. NAGARAJAN
Managing Director Chairman
C.A. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI
General Manager Executive Director (Finance

(Finance & Accounts)

H.S.N. RAO
Company Secretary &
Compliance Officer

In accordance with out
report of even date attached
For Phillipos & Co.,
Chartered Accounts
Firm Number : 002650 S

(C.H. SREEDHARAN)
Partner
Mem. No. 006281

Place : Bangalore
Date : 7th Aug, 2013




KARNATAKA STATE BEVERAGES CORPORATION LIMITED

CASH FLOW STATEMENT FOR THE YEAR 2012-13

(B~

(Rs. In Lakhs)

Particulars Current Reporting Period Previous Reporting Period
Rs. Rs. Rs. Rs.
1. Cash flows from operating activities
Profit before taxation 4,726.88 3,750.37
Adjustments for:
Depreciation and amortization expense 69.84 117.78
Interest received (2,328.96) (5,248.44)
Dividends received (751.75) (770.77)
Interest expenses 9.58 (3,001.29) 6.94 (5,894.49)
1,725.59 (2,144.12)
Operating Profit before Working Capital
changes
(Increase)/ decrease in trade and other
receivables 4,257.70 (124.58)
(Increase)/ decrease in Loans &
Advances 0.63 74.53
Increase/ (decrease) in other Current
Assets (711.92) (4.86)
(Increase)/ decrease in investments - -
Increase/ (decrease) in trade payables (18,297.58) 15,442.24
Increase/ (decrease) in Short term
Provisions 24.47 12.54
Increase/ (decrease) in other Current
Liabilities (395.89) (15,122.59) 115.83 15,515.70
Net cash from operating activities before
Income-tax (13,397.00) 13,371.58
Income-Tax paid (1,075.00) (537.80)
Net cash from operating activities after
Income-tax (14,472.00) 12,833.78
2. Cash flows from investing activities
Purchase of property, plant and
equipment (335.34) (227.59)
Proceeds from sale of property, plant
and equipment 0.03
Advances for Capital Work-in-Progress (105.65) (11.40)
Long term Loans & Advances (15.31) 62.21
Other Current Assets (7,003.71) (2,459.72)
Interest received 2,328.96 5,248.44
Dividend received 751.75 770.77
Net cash from investing activities (4,379.30) 3,382.74
3.Cash flows from financing activities
Proceeds from issue of share capital - -
Proceeds from long term borrowings - 4.36
Proceeds from short term borrowings - -
Proceeds from Sale of Investments 18,455.47 (12,787.91)
Proceeds of finance lease obligation - -
Repayment of long term borrowings (3.00) -
Repayment of short term borrowings = -
Repayment of finance lease obligation - -
Interest paid (9.58) (6.94)
Dividend paid (278.93) (279.86)
Net cash from financing activities 18,163.96 (13,070.35)
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Net increase/(decrease) in cash and cash

equivalents(1+2+3) (687.34) 3,146.17
Cash and cash equivalents at beginning of| 21,056.88 17,910.71
reporting period

Cash and cash equivalents at end of

reporting period 20,369.54 21,056.88

Cash & Cash equivalents:
Cash and cash equivalents consist of cash on hand and balances with banks, and investments in money market instruments. Cash
and cash equivalents included in the statement of cash flows comprise the following amounts in the balance sheet:

Cash on hand and bank balances 20,369.54 8,056.88
Short term investments - 13,000.00
Cash and cash equivalents as reported 20,369.54 21,056.88
Effect on exchange rate changes - -
Cash and cash equivalents as restated 20,369.54 21,056.88
For and on behalf of the Board In accordance with out
report of even date attached
ARIVND SHRIVASTAVA LV. NAGARAJAN For Phillipos & Co.,
Managing Director Chairman Chartered Accounts

Firm Number : 002650 S

C.A. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI H.S.N. RAO
General Manager Executive Director (Finance Company Secretary &
(Finance & Accounts) Compliance Officer
(C.H. SREEDHARAN)
Partner

Mem. No. 006281
Place : Bangalore

Date : 7th Aug, 2013
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

1. SHARE CAPITAL:

Particulars

As at end of current reporting
period 31.03.2013

As at end of previous reporting
period 31.03.2012

Number

Rs. in Lakhs

Number

Rs.in Lakhs

Authorized Share Capital:
1,20,000 Equity shares of Rs.1000/- each

Issued, subscribed and fully paid up:
1,20,000 Equity shares of Rs.1000/- each

At the beginning of the reporting period
Issued during the reporting period
Bought back during the reporting period
At the close of the reporting period

120,000

120,000

120,000

1,200.00

1,200.00

1,200.00

120,000

120,000

120,000

1,200.00

1,200.00

1,200.00

Issued, subscribed but not fully paid up:

Equity shares of Rs. /- each

At the beginning of the reporting period - - - -
Issued during the reporting period - - - -
Bought back during the reporting period - - - -
At the close of the reporting period - - - -

Less Calls in arrears
By directors and officers - - - -
By others - - - -

Add: Amount originally paid up on forfeited
shares

Total 120,000 1,200.00

Other Information:

2 Equity shares include:
a. Shares allotted pursuant to a contract without
consideration being received in cash. - - - -

b. Shares allotted by way of bonus shares - - - -
c. Shares held by the holding company/ultimate
holding company/subsidiaries or associates
of the holding company/ultimate holding - - - -
company, in aggregate

Equity shares bought back during the five
years immediately preceding the date of the - - - -
balance sheet

Il Particulars of equity share holders holding -
more than 5% of the total number of equity Face value No. Shares held
share capital:
a. Governnor of Karnataka 1000
Total -

119,500
119,500

119,500,000
119,500,000
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

2. RESERVES & SURPLUS (Rs.in Lakhs )
. As at end of Current reporting period As at end of Previous reporting
Particulars .
31.03.2013 period 31.03.2012
a) Capital Reserve 2.04 2.04
b) General Reserve
Opening Balance of Reserves 1926.88 1651.52
Add:- Transferred during the year 339.76 275.36
Sub-Total 2266.64 1926.88
c) Surplus
Opening Balance of Surplus 6467.52 4268.23
Current year surplus 3397.57 2753.58
Less: Transferred during the year 339.76 3057.81 275.36 2478.22
9525.33 6746.45
Less:- Proposed Dividend 240.00 240.00
Less:- Tax on Dividend 38.93 38.93
Sub-Total 9246.40 6467.52
Total (a+b+c) 11515.08 8396.44

3. NON-CURRENT LIABILITIES
(Rs.in Lakhs)

As at end of As at end of
Particulars current reporting pr(levious .
period 31.03.2013 reporting period
31.03.2012
3] a |Long term Borrowings
al |Secured Loans - -
a2 |Unsecured Loans:
Other Loans & Advances
a)Loan From Government of Karnataka 253.19 253.19
3] a [Total long term borrowings (1+2) 253.19 253.19

3 b Deferred tax liability:

b1 |On account of depreciation on fixed assets 93.40 44.74
b2 |On account of timing differences in recognition of - -
expenditure

3] b |Total Deferred Tax Liabilities (1+2) 93.40 44.74

3 ¢ Deferred tax asset:

c1 ]On account of timing differences in recognition of
expenditure - -
c2 ]On account of disallowance under section 40 (ia) - -
c3 |On account of Unabsorbed losses and depreciation
under the Income Tax Act, 1961 - -

3] c¢ |Total Deffered Tax Asset (1+2+3) - -

| |Net Deferred tax liability /asset | 93.40 | 44.74 |
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

(Rs.in Lakhs)

As at end of current As at end of
Particulars reporting period previous reporting
31.03.2013 period 31.03.2012
4. OTHER LONG TERM LIABILITIES
a) |Trade Payables - -
Un-adjusted Amount 1,004.32 1,004.32
b) [Others
Payable to Banks 1.36 4.36
Total 1,005.68 1,008.68
5. LONG TERM PROVISIONS
a) |Provisions for employee benefits - -
b) |Others (specify nature)
Provision for Tax F.Y. 2006-07 196.27 196.27
Provision for Tax F.Y. 2008-09 156.53 156.53
Provision for Tax F.Y. 2009-10 88.63 88.63
Provision for Tax F.Y. 2010-11 663.60 663.60
Provision for Tax F.Y. 2011-12 987.12 -
Total 2,092.15 1,105.03
6. SHORT TERM BORROWINGS
6(a) [1) |Secured Loans - -
2) [Unsecured Loans - -
Total - -
6b) Trade Payables
i) To Micro, Small and Medium Enterprises - -
i) [Others
1) Trade Payable-RS 3,182.12 9,048.51
2) Trade Payabale-IML 13,931.04 26,071.31
3) Advance Amount Received from Retailers 1,469.56 1,244.50
4) Advance Amount Received from RS Buyers 1,093.08 1,609.06
Total 19,675.80 37,973.38
Additional Information:

The details of amounts outstanding to Micro, Small and Medium Enterprises under Micro Small and Medium
Enterprises Development Act, 2006 (MSMED Act), based on the available information with the Company are as
under: Nil
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

7. OTHER CURRENT LIABILITIES

(Rs.in Lakhs)

Particulars

As at end of
current reporting
period 31.03.2013

As at end of
previous reporting
period 31.03.2012

Advance to Annual Subscription Received - 1.45
Amount Recovered towards Duty Difference 31.50 168.68
Outstanding Liability - Others 0.51 0.40
Outstanding Liability - Suppliers & Services 405.95 315.96
Privilege Fee Payable to Government of Karnataka = 53.87
Up - front fee collected 19.30 19.30
TDS Payable 13.89 5.84
TCS Payable 1,206.88 1,458.01
Professional Tax Payable 0.89 -
Received from Banks 5.76 -
Received from Retailers 18.80 -
Sundry Payable to Others - 0.22
Sundry Creditors -Suppliers & Services 11.17 89.52
Receipt on behalf of others (Distillery Payments) = 6.36
Receipt on behalf of others (Refund-Deposit) EFT 0.77 1.52
Security Deposit -Services 16.92 32.63
Service Tax Refundable 1.36 1.36
Service Tax Payable 27.34 -
Earnest Money Deposit 10.14 8.09
Miscellaneous Deposit - 0.18
ICICI Prudencial Flexible Income Plan advance amount received - 3.68
Total 1,771.18 2,167.07
. SHORT TERM PROVISIONS
a) [Provision for employee benefits
1)Miscellaneous Deposit-Establishment - 0.11
2) Outstanding Liabilities -Establishment 552.75 518.91
3) Sundry Payble -Establishment - 0.24
4) Sundry Payable to Staff 0.04 0.09
b) |[Others (Specify nature)
1) Provision for Taxation
Provision for Tax F.Y. 2012-13 1,280.65 987.12
2) Provision for Dividend
a) Dividend for the F.Y. 2012-13 240.00 240.00
b) Tax on Dividend 38.93 38.93
Total 2,112.37 1,785.40
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

ASJCLCLE of As at end of
. current reporting . .
Particulars iod previous reporting
perio period 31.03.2012
31.03.2013
10.((i) |Capital work in progress:
i) |Plant and Machinery - -
ii) |Building under Construction 121.96 16.31
Total 121.96 16.31
Less:
Provision for impairment - -
Total 121.96 16.31
10.|(ii) [Intangible assets under development:
i) |Computer Software - -
i) |Others - -
Total = -
11. Non- Current Investments:
(Rs. in Lakhs)
As at end of As at end of
Particulars Name of the Company | current reporting previous reporting

period 31.03.2013| period 31.03.2012

a) | Investment Property - - -
b)| Investments in Equity Instruments - - -

c) | Investments in Preference shares - - -
d)| Investments in Government or trust securities - - -
e) | Investments in debentures or bonds - - -
f) | Investments in Mutual funds - - -
g) | Investments in Partnership firms - - -

h)| Other non current investments - - .

Total - -

Total - -
Additional Information:
1) Aggregate value of quoted investments Nil
2) Aggregate value of unquoted investments Nil
3) The following investments have not been carried at cost Basis of valuation Amount

Nil Nil
4) Investments in capital of partnership firms Nil Nil
118 j
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of
As at end of current .
. ) . previous
Particulars reporting period . .
L0 A reporting period
R 31.03.2012
12.|Long term loans and advances:
i) Capital advances
ii) Security Deposits
a) Eletricity Depost Paid 0.91 1.01
b) Rent Deposit Paid 277.68 262.27
c¢)Telephone Deposit Paid 3.25 3.25
i) |Loans and advances to related parties - -
iv)  [Other loans & advances (specify nature) - -
Total 281.84 266.53
Additional information:
1)|Breakup of above:
i) Secured, considered good - -
ii) Unsecured, considered good 281.84 266.53
i) |Doubtful
Total 281.84 266.53
Less:
Provision for doubtful advances = -
Total 281.84 266.53

Debts due by directors or other officers of the company
Debts due by firm or private company in which any director

is a partner or a director
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED

NOTE FORMING PART OF BALANCE SHEET
(Rs. in Lakhs)

As at end of As at end of
Particulars current reporting previous reporting
period 31.03.2013| period 31.03.2012
13.|Other non current assets
i) |Long term trade receivables - -
i) |Others
Advance FBT paid F.Y. 2009-10 3.08 3.08
Income Tax F.Y. 2003-04 120.54 120.54
Income Tax F.Y. 2006-07 180.47 180.46
Income Tax F.Y. 2007-08 16.61 16.61
Income Tax F.Y. 2008-09 328.20 328.20
Income Tax F.Y. 2009-10 185.10 185.10
Income Tax F.Y. 2010-11 566.00 566.00
Income Tax F.Y. 2011-12 1,189.81 1,189.74
Income Tax F. Y 2012-13 1,302.70 -
Advance to Land 6.00 162.09
Sundries Recoverable - Distilleries 4.64 4.64
Sundries Recoverable from JC Exise 0.68 0.68
Taxes Paid under Protest 8,670.47 2,014.29
Sundry Recoverable from Suppliers & Services 0.55 0.52
Sundry Recoverable from Govt. 10.25 10.25
Sundry Recoverable - Others 1.59 0.29
Self Assessment Tax - 0.01
Excise Label Stock A/c 0.53 0.79
Receivable from Suppliers (Demurages) 10.43 19.95
Receivable from Banks - 0.09
VAT Refund amount Receivable from GoK 876.94 596.00
Total 13,474.59 5,399.33
Less:-
Provision for doubtful amounts 4.08 7.53
Total 13,470.51 5,391.80
Additional information:
1) |Breakup of above:
i) |Secured, considered good - -
ii) |Unsecured, considered good 13,474.59 5,399.33
i) [Doubtful - -
Total 13,474.59 5,399.33
Less:
Provision for doubtful amounts 4.08 7.53
Total 13,470.51 5,391.80
2) |a) [Debts due by directors or other officers of the company - -
b) [Debts due by firm or private company in which any director is
a partner or a director - -
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

14. CURRENT INVESTMENTS:

(Rs. in Lakhs)

As at end of As at end of
. Name of the No of current reporting previous
Details of Investments Face Value ) . .
Company Shares period reporting period
31.03.2013 31.03.2012
a) [Investments in Equity Instruments
b) |Investments in Preference shares
¢) [Investments in Government or trust securities
d) [Investments in debentures or bonds
e) [Investments in Mutual funds
a)SBI Premier Liquid Fund 0.00 10,224.15
b)UTI Liquid Fund Cash Plan-IP 0.00 6,760.02
C) UTI Money Market IP 0.00 1,471.30
f) |Investments in Partnership firms
g) |Other investments
Total 18,455.47
Less:
Provision for diminution in value of investments
Total | | 18,455.47
Additional Information :
1) Aggregate value of quoted investment : Nil
2) Aggregate value of unquoted investment: Nil
3) The following investments have not been carried at cost :
Basis of valuation Amount
Nil Nil
4) Investment in capital of partnership firms Nil Nil
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

15. INVENTORIES

(Rs. in Lakhs)

As at end of current As at end of previous
Particulars reporting period reporting period
31.03.2013 31.03.2012
Inventories: - -
Total - -
16 TRADE RECEIVABLES
i) Trade receivables exceeding six months 1,134.28 1,226.33
Trade receivables less than six months 38.72 4,224.93
i) others:
Advance Amount Paid to Suppliers (RS) not exceeding
six months 20.78 0.22
Less: Provision for doubtful debts - -
| | Total 1,193.78 5,451.48
Additional information:
1) |Breakup of above:
i) Secured, considered good - -
i) Unsecured, considered good 1,193.78 5,451.48
iii) Doubtful - -
Total 1,193.78 5,451.48
Less:
Provision for doubtful debts - -
Total 1,193.78 5,451.48
2) |
Debts due by directors or other officers of the company - -
b) Debts due by firm or private company in which any
director is a partner or a director - -
17(CASH AND CASH EQUIVALENTS:
i) Balances with banks
- in unpaid dividend accounts - -
- in margin money, security for borrowings, guarantees
and other commitments > -
- in deposit accounts
Fixed Deposit - Syndicate Bank 1,300.00 3,000.00
Fixed Deposit - Corporation Bank - 4,000.00
Fixed Deposits - Bank of India 9,000.00 6,000.00
- in other accounts 10,067.10 8,055.01
ii) Cheques, Drafts on hand - -
iii) Cash on hand
Petty Cash - Depots and Ho 2.44 1.87
iv) Others (Specify nature) - -
Total 20,369.54 21,056.88

Additional information:
a) The Fixed Deposit of Rs. 9000 lakhs kept with Bank of India, has been provided as Security to the Bank to avail
Intra-day temporary overdraft.
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of As at end of
Particulars current reporting | previous reporting
period 31.03.2013 | period 31.03.2012
18. SHORT TERM LOANS AND ADVANCES
i) Loans and advances to related parties - -
i) Others
b)Advances to vehicle for fuel 0.73 0.99
c)Advance of pay 5.24 4.65
e)Advance to suppliers & services 12.04 13.00
Less: Provision for doubtful advances
Total 18.01 18.64
Additional information:
1) Breakup of above:
i) Secured, considered good - -
i) Unsecured, considered good 18.01 18.64
ii) Doubtful - -
Total 18.01 18.64
Less:
Provision for doubtful amounts - -
18.01 18.64
2)|a)
Debts due by directors or other officers of the company - -
b) Debts due by firm or private company in which any
director is a partner or a director - -
19.]OTHER CURRENT ASSETS (SPECIFY NATURE)
Interest Accured, Due & Not Due 450.12 13.69
Leave Salary Recoverable 71.60 53.31
Prepaid Expenses 49.23 51.99
Advance to Distilleries 678.00 327.85
Security Deposit - Receivable 3.20 3.20
Sundry Recoverable Others-Establishment 0.01 -
Stock Insurance Recoverable (COPU) 1.13 91.41
Sundry Receivable from Medi Assist 0.85 0.77
Total 1,254.14 542.22
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

Particulars

As at end of current
reporting period
31.03.2013

As at end of previous
reporting period
31.03.2012

20.

CONTINGENT LIABILITES AND COMMITMENTS

(to the extent not provided for)

aja)

i)

i)
i)

Contingent Liabilities:

Claims against the Company not
acknowledged as debts

Service Tax on Margin (With Penalty)
Service Tax on Demurages (With Penalty)
Guarantees

Letters of credit

Tax demands under disputes

a) Income-Tax F.Y.2003-04 (A.Y.2004-05)
b) Income-Tax F.Y.2008-09 (A.Y. 2009-10)
c¢) Income-Tax F.Y.2009-10 (A.Y.2010-11)

Other monies for which company is
contingently liable

14962.54
165.48

4.97
21591.00
25991.25

14962.54

4.97
21591.00

The management believes, based on internal assessment and / or legal advice, that the
probability of an ultimate adverse decision and outflow of resources of the Company is not
probable and accordingly, no provision for the same is considered necessary.

O
N
- O
~

Commitments

Estimated amount of contracts remaining to
be executed on capital account and not
provided for (net of advances)

Uncalled liability on shares and investments
partly paid

Other Commitments (Specify nature)
Arrears of fixed cumulative dividends on
preference shares (including tax thereon)

338.25

443.90

21.

PROPOSED DIVIDENDS

As at March 31, 2013

As at March 31, 2012

1)
a)
b)

2)

Proposed dividends:

Amount of dividends proposed to be
distributed to equity share holders
Amount of dividends proposed to be

distributed to Preference share holders
Issues of securities made for a specific
purpose and not used as at the balance
sheet date:

Amount unutilized invested in

Amount used for

Amount per share
Rs.200.00

Amount per share
Rs. 200.00
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF PROFIT & LOSS STATEMENT

(Rs. in Lakhs)

For the current . .
Particulars reporting period For the previous reporting
period 31.03.2012
31.03.2013
22.REVENUE FROM OPERATIONS

i) |Sale of products
IML 1,414,741.12 1,273,330.90
RS 132,041.83 139,228.47
Total 1,546,782.95 1,412,559.37
ii) [Sale of services - -
iii) [Other operating revenues - -
Total 1,546,782.95 1,412,559.37

Less:

purchases 1,539,201.48 1,327,521.49
Excise duty - -
Total 7,581.47 85,037.88

Details of revenue which do not qualify of recognition and where revenue recognition has been postponed-Nil-
Circumstances in which revenue recognition has been postponed pending the resolution of significant uncertainties -Not

applicable
23.0THER INCOME

i) |Interest income - long term investments - -
- current investments

a)Interest Received - Fixed Deposits 1,032.58 4,407.72
b)Interest Received -Others 2.12 1.18
c)Interest Received on Ad-hoc Advances 889.81 688.20
d)Interest Received on Advance to Distilleries 404.45 147.83
e)Interest Received from KSWC - 3.51

ii) |Dividend Income
- from long term investments - -

- from current investments 751.75 770.77
iii) [Profit on sale of fixed assets (Net) - -
iv) |Net gain/loss on sale of current investments 1.66 -

v) |Net gain/loss on sale of long term investments - -

vi) [Provision no longer required withdrawn - -
vii) [Other non operating income (net of expenses directly
attributable to such income) = -

1)Liquor Trade data 116.32 92.94
2)Miscellaneous Income 109.64 243.73
3)Penalty from Slow Moving Stocks 607.48 506.72

Total 3,915.81 6,862.60

24.]1COST OF METERIALS CONSUMED - -

25.1 CHANGES IN INVENTORIES OF FINISHED GOODS, WORK
IN PROGRESS AND STOCK IN TRADE - -




KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF PROFIT & LOSS STATEMENT
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(Rs. in Lakhs)

For the current For the previous
Particulars reporting period reporting period
31.03.2013 31.03.2012
26.|EMPLOYEE BENEFIT EXPENSES

Salary 1,978.03 1,627.06
Leave Salary Contribution 131.31 76.02
Ex-gratia 37.46 38.05
Conveyance,Travelling & Reimbursement of Fuel Expenses 112.74 120.45
Pension Contribution 17.92 9.40
Superannuation Fund Contribution 10.57 9.75
Data Entry operators & Depot Support Staff Expenses 807.75 556.97
Delegation to Conferences 0.09 2.17
Employees Deposit Linked Insurance Scheme 0.14 0.15
Employers Contribution to - PF 160.89 134.41
Employers Contribution to ESI 1.75 2.33
Entertainment Expenses - Staff 43.48 39.48
Expenses on Security 786.50 698.43
Gratuity Contribution 61.64 53.51
Medical Insurance 51.66 45.04
Reimbursement of Medical & Telephone Expenses 46.40 42.35

Staff Training Expenses,Administrative Expenses PF & Staff
Welfare Expenses 2.04 1.70
Directors Sitting Fees 0.09 0.07
Salary - Whole Time Director 19.92 11.34
Exgratia - Whole Time Director 0.08 0.08
Travelling Expenses - Whole Time Director 7.85 3.99
Reimbursement Of Medical Expenses - Whole Time Director 9.50 4.05
Pension Contribution - Whole Time Director 1.87 1.35
Leave Salary Contribution - Whole Time Director 0.98 0.67
Telephone Expenses - Whole Time Director 0.65 0.37
Total 4,291.31 3,479.19

27. FINANCE COSTS

i) |Interest expenses 1.29 -
ii) |Bank Charges 8.29 6.94
iii) |Other borrowing costs - -
Total 9.58 6.94
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
NOTE FORMING PART OF PROFIT & LOSS STATEMENT

(Rs. in Lakhs)

For the current For the previous
Particulars reporting period reporting period

31.03.2013 31.03.2012

9. | DEPRECIATION AND AMORTIZATION EXPENSES
Depreciation 69.84 117.78
Amortization of intangible assets - -
Others - -
Total 69.84 117.78
28. OTHER EXPENSES

Advertisement expenses 3.19 14.91
Books & Periodicals 2.39 2.86
Computer Consumables 25.17 22.91
Consultancy Charges 4.80 0.01
Donations 250.00 310.00
Electricity Charges 37.93 38.20
Entertainment Charges 32.39 25.34
Expenses to Auditors & Internal Audit Fees 56.06 50.12
Freight, Packing & Forwarding Charges 12.54 13.23
Fuel Charges 2.59 3.68
Hire Charges 22.49 19.05
Housekeeping Expenses 33.52 19.88
Insurance - Stock at Depots, vechicles & Machinery 43.07 42.25
Telephone & Internet Charges 44.26 46.64
Miscellaneous Expenses 1.44 0.03
Office Expenses 34.96 35.02
Postage & Courier 6.99 5.99
Printing & Stationery 113.51 26.55
Professional & Legal Charges 43.34 19.82
Rates and Taxes, Property/Land Tax 4.78 6.77
Refreshment Charges - 0.11
Rent 896.78 807.86
Statutory Auditors Remuneration 2.37 1.85
Tax Audit Fees 0.50 0.39
Water Charges 20.55 18.16
Repairs & Maintenance 94.35 83.47
Expenses on Ceremonial Functions 1.57 -
Meeting Expenses 2.57 5.02
Profit or Loss on Sale of Assets 0.54 3.22

VAT Paid 3.24 -
Total 1,797.89 1,623.34
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(Rs. in Lakhs)

Particulars

For the current
reporting period
31.03.2013

For the previous
reporting period
31.03.2012

Details of items of exceptional and extraordinary nature:

Exceptional items
Income

Expenditure
Extraordinary items
Income

Expenditure

29.Prior

period items:

i)

Income

a)Withdrawal of expenses pertaining to previous years
b) Income pertaining to previous years

Expenses
a)Expenses pertaining to previous years

1.78

19.62

0.89

Total

(1.78)

18.73

Additional Information:

b)

Value of Imports calculated on CIF basis:
Expenditure in foreign currency:
(net of withholding tax)

c)

Sl.

No.

Particulars

% to

Amount
total

Amount

i)

i)

Value of imported raw materials, spare parts and
components consumed
Value of indigenous raw materials, spare parts and
components consumed

Total

d)

Details of non-resident shareholdings

Earnings in foreign exchange:
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU

NOTE NO. 30

SIGNIFICANT ACCOUNTING POLICIES AND NOTES ONACCOUNTS FORMING PART
OF BALANCE SHEET AS AT 31°" MARCH 2013 AND PROFIT AND LOSS STATEMENT
FOR THE PERIOD ENDED 31" MARCH 2013

I.

1)

2)

3)

4)

S)

SIGNIFICANTACCOUNTING POLICIES

Basis for Preparation of Financial Statements:

a) The Corporation has adopted mercantile system of accounting except in case of demurrage
income in respect of slow moving stocks from in-operative distilleries which is accounted on
cash basis.

b) Financial Statements have been prepared as per historical cost convention and as per Revised
New Schedule VI to the Companies Act, 1956.

¢) Accounting policies not specifically referred to are consistent with the Indian Generally
Accepted Accounting Principles (GAAP).

d) The Segmental Reporting is carried out as per AS-17.

Fixed Assets:

a) Fixedassets are stated at cost less accumulated depreciation / amortization.

b) The fixed assets are accounted on the basis of cost of acquisition or construction, inclusive of
freight, duties, taxes and installation charges.

¢) Leasehold improvements are stated at cost less accumulated depreciation/ amortization.

d) Intangible assets are accounted on the basis of cost of acquisition.

e) Land transferred to the Corporation by the State Govt. during the year 2010-11, free of cost is
recorded at the value declared by the State Government.

Capital Work in Progress:
Capital Expenditure is accounted as capital work in progress until the same is certified as
completed/commissioned for the purpose of capitalization.

Depreciation:
a) Depreciation on fixed assets is computed using straight-line method at the rates specified in the
Companies Act, 1956 except in the following cases:
I) Computer Software classified as intangible assets is being amortized over a period of three
years being the estimated useful life of the asset.
i1) Leasehold improvements are amortized over the lease period in respect of HO. However,
Partitions / Cubicles constructed in the depots, is classified as Furniture & Fixtures and
depreciated accordingly.
b) Depreciation in respect of additions / deletions is charged proportionately for the period from
the date of its additions/deletions.
¢) Individual assets acquired for Rs.5,000/- and below are fully depreciated during the year of
acquisition.

Reserves:

a) The Corporation has the policy of transferring an amount at the rate of 1/10 of profit after tax to
General Reserve every financial year as per the Companies Act, 1956.

b) The Corporation has accounted the value of land transferred by the Karnataka State Govt. free
of costat Haveri as capital reserve at the value declared by the State Government.

N
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6) Accounting of Purchases and Sales:
a) Accounting of Purchases:

I) IML: Manufacturer /Supplier places an offer to supply liquor based on demand prevailing
in various locations. Thereafter, an order for supply (OFS) is issued to the manufacturer /
supplier. Goods so supplied are stacked in the depot of the Corporation and the ownership
of these stocks continues to vest with the manufacturer / supplier. Manufacturers /
Suppliers undertake responsibility for creating demand for the goods supplied to the
Corporation. Price for the supply to the extent of purchases by the Corporation and sales to
the retailers is paid after accounting such purchases and corresponding sales.

ii) Spirit: The Excise Commissioner, Karnataka, authorizes the buyers to procure their
requirements from the specific supplier. Upon remittance of the sale value of the supply by
the buyers (except Oil Companies) orders are placed by the Corporation on the supplier so
authorized.

b) Accounting of Sales:
i) IML: The Corporation is authorized to issue stocks to retail licensees only after receipt of
full value of the goods.
ii) Spirit: Credit sale is permitted for a period of 30 days' time for supply of Ethanol to the oil
companies. The margin on sale of spirit is being collected, except in respect of captive
consumption within the premises.

7) Incomerecognition:
a) Sales: Sales are recognized on invoicing and clearance of the goods from the depots. Sales do
not include inter-depot transfers.
b) Interest income: Interest earned on fixed deposits with Banks and advances to distilleries is
accounted on accrual basis.
¢) Dividend income: Dividend earned on the investments made in debt based short term mutual
funds is recognized when the right to receive the same is established.

8) Personnel:
The Corporation is having personnel deputed from State Government and other Government
organizations. The Corporation has made contributions towards Leave Salary, Pension, Provident
Fund, Gratuity and ESI Contribution to the respective parent organizations from time to time in
respect of these personnel. Hence, actuarial valuation of such liabilities for accounting is not
carried out.

9) Income Tax & Deferred Tax Liability/Asset:
a) Income Tax:
The Provision for current tax under the Income Tax Act, 1961 is computed and made after
taking into consideration the benefits admissible under the relevant provisions of the Income
TaxAct, 1961.
b) Deferred Tax Liability/Asset:
The timing differences that result between the profits considered for income taxes liability /
asset is recognized. Deferred tax assets are recognized only if there is a reasonable certainty
that they will be realized.
10) Contingencies & Provisions:
Contingent liabilities are provided for only if there are reasonable prospects of maturing of
such liabilities.
11) Investments:
The investments in debt based short term mutual funds are carried at cost.
12) Cash flow statement:
Cash flow statement has been prepared in accordance with the indirect method prescribed in the
Accounting Standard-3.
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II. NOTES ON ACCOUNTS

1) Claims against the Corporation not acknowledged as debt:
a) Service Tax on demurrages:

A demand was received on the income of penalty on slow moving stocks (demurrage charges)
from the Commissioner of Service Tax for payment of service tax amounting to Rs.65.48 lakhs
together with applicable interest under Section 75 of the Finance Act, 1994; penalty under
Section 77 of the Finance Act,1994 and Rs.100.00 lakhs under Section 78 of the Finance
Act,1994 in case of failure to discharge the liability. The Corporation was legally advised that
the said order could be contested in the court of law, as the demand is untenable. Accordingly,
KSBCL filed an appeal before CESTAT contesting the said demand. An interim order of stay
was obtained subject to deposit of Rs.25.00 lakhs. The said Rs.25.00 lakhs was deposited on
10-11-2006 with the Commissioner of Service Tax, Bangalore.

However, as abundant caution, without prejudice to the stand taken by the Corporation before
the CESTAT, the Corporation collected service tax at applicable rates, on the amount of penalty
for slow moving stock w.e.f. 01-04-2006 and the same was remitted to the Government of
India. The amount so remitted / adjusted as on 31-03-2008 comes to Rs.74.56 lakhs

The Hon'ble CESTAT has adjudicated the matter under its final order No. 994/2007 dated
24.08.2007 and has allowed the appeal with consequent relief.

In view of the CESTAT's judgment upholding the Corporation's stand that no service tax is
payable on demurrage charges collected, the Corporation stopped collection of service tax on
demurrages with effect from 16-11-2007 and the Corporation requested for refund of Rs.99.56
lakhs being the service tax collected and paid to an extent of Rs. 74.56 lakhs and the deposit of
Rs.25.00 lakhs.

The service tax department has refunded Rs.25.00 lakhs vide their communication No. IV / 10/
16/ 2007 Cor —V Dvn II dated 16-01-2008. However, the Deputy Commissioner, Service Tax
Division 2, Bangalore vide his order in original No. 11/2008 dated 14-02-2008 rejected the
refund claim of Rs. 74.56 lakhs, mainly on the ground that while the appeal allowed is in
respect of the period on or before 31-03-2005, refund claimed is for the subsequent period. The
Corporation has been advised that the said order could be contested and accordingly an appeal
has been filed against the said order of the Deputy Commissioner, Service Tax Division 2,
Bangalore. The Appellate Authority vide order dated 30.09.2008 had set aside the order of the
Deputy Commissioner with an instruction to consider the case de novo. The order of the
Deputy Commissioner is still awaited. In the meanwhile, Service Tax Department preferred an
appeal against CESTAT order dated 24.08.2007 in the Hon'ble High Court of Karnataka,
Bangalore. The Hon'ble High Court of Karnataka, in the judgment dated 13-04-2011 rejected
the appeal of the service tax department as not maintainable on the ground that the question
raised in the appeal fell within the exception carved out in Sec. 35 G and that the appropriate
remedy for the service tax department is to challenge the order of the CESTAT before the
Supreme Court. The appeal lies to the apex Court under Section 35L which alone has exclusive
jurisdiction to decide the said question. In view of the decision of the Hon'ble High Court, the
Corporation has requested the Service Tax Department to refund Rs. 74.56 lakhs.

The Commissioner of Service Tax, Bangalore, have filed an appeal in the Hon'ble Supreme
Court of India vide Special Leave Petition (C) No. 34382 of 2011. The Commissioner of
Service Tax, Bangalore, have also filed an application for condonation of delay. The
communication is received from the Assistant Registrar of Hon'ble Supreme Court of India,
\_ dated 12.12.2011 to this effect.
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The Corporation has filed rejoinders to the SLP (C) filed before the Hon'ble Supreme Court of
India on 03.01.2012 and the matter was listed for hearing on 23.01.2012, after serving the
notices. Registrar of Hon'ble Supreme Court of India has granted four weeks time for filing
counter affidavit and listed the matter on 14.03.2012. Upon the hearing the Apex Court has
listed the matter on 11.05.2012. After hearing on the above date, the matter was listed for final
disposal on a non-miscellaneous day in the month of 30" August 2012. However, Hon'ble
Supreme Court of India adjourned the case to 07.09.2012.

Upon hearing the counsel on the said date, the Hon'ble Supreme Court made the order that
“leave granted and Tag with C.A.No. 4917/ 2012 etc., as similar type of ruling was given
by the Hon'ble High Court of Karnataka in respect of Mangalore Refineries and
Petrochemicals Ltd”., As on date further hearing date has not been fixed by the Hon'ble
Supreme Court of India.

In view of the above, no provision is made for the above service tax demand on the Income of
penalty on slow moving stocks in the books of accounts.

b) Service Tax on Margin:

The Additional Director General, office of the Director General of Central Excise Intelligence
had issued show cause notice for the payment of service tax amounting to Rs.1,132.52 lakhs
considering the activities of the Corporation under “Business Auxiliary Services (BAS)” in
January 2007 for the period from July 2003 to March 2006. The Corporation had furnished
reply vide its letter No.CSL2-022 dated 26-02-2007 substantiating the activities of the
Corporation as purely trading and does not come under the purview of BAS. The Central
Excise Department has not communicated any decision on the reply of the Corporation. The
department however has issued a fresh notice under No. CNO.IV/16/48/2008/STD/I/ CAU 38
/DI/GR3 B/3042 /08 dated 09-04-2008, stating that the Corporation is liable for service tax of
Rs.4,125.03 lakhs for the period from April 2006 to September 2007 and that the Corporation is
also liable to pay penalty for suppression of facts.

The Corporation had replied on 26-02-2007, that it was not liable to pay service tax as the
Corporation's trading activities do not come under the purview of Business Auxiliary Services.
Accordingly, the Corporation had filed legal replies during July 2008. Subsequently, an appeal
before CESTAT was filed against the OIO No. 26-28 /2009 dated 29-06-2009 passed by the
Commissioner of Service Tax.

Similarly, show-cause notice demanding payment of service tax for the period October 2007 to
September 2008 amounting to Rs.324.89 lakhs was received from the Commissioner, Service
Tax in April 2009. As the Corporation is not liable to pay service tax as indicated above, the
Corporation finalized a legal reply to the above show—cause notice and furnished in May -2009.

On 16-01-2010 CESTAT pronounced the judegment stating as under:-

“On mere perusal of the balance sheets which are filed by the appellant before the
statutory authorities, we find that the entire balance sheet talks about the profit arrived
on purchase and sale of liquor. It is also seen from the balance sheet that the appellants
have been showing closing stock of liquor lying with them as at a particular year end.
This would indicate that, the appellant is doing trading activity of the liquor in the State
of Karnataka as per the Karnataka Government's Liquor policy. We find that the
appellant has made out a prima-facia case for the waiver of pre-deposits of the amounts
involved. Thus, application for waiver of pre-deposit of the amounts involved is
allowed and recovery there of stayed, till disposal of the appeal.”

T J
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Further, a notice to show-cause under Section 73 of the Finance Act, 1994, demanding payment
of service tax on margin for the period from October 2008 to September 2009 amounting to
Rs.2,847.02 lakhs was received from the Commissioner of Service Tax in April 2010. The
Corporation submitted the reply and attended the personal hearing on 09-02-2011 for the same.
Further, the Corporation received Order-In-Original on 01-04-2011 demanding Rs.2,847.02
lakhs for the period from October 2008 to September 2009, for which necessary action has been
taken.

Aletter from the Department was received on 10-01-2011 to furnish certain information for the
period from October 2009 to September 2010. Accordingly, the Corporation had furnished the
information on 10-02-2011.

Thereafter, the Corporation received a Show-Cause notice on 17-03-2011 for payment of
service tax of Rs.4,322.08 lakhs for the period from 01-10-2009 to 30-09-2010. The
Corporation has made an Appeal before the CESTAT on 14.02.2012 and the CESTAT has
ordered that it is a case of purchase and sale of liquor and there is no service involved and
therefore, service tax is not demandable prima facie. In view of this, the waiver of pre-deposit
of dues as per impugned order and stayed recovery thereof till disposal of the appeal. Further,
the Corporation received a Show-Cause notice on 20-01-2012 for payment of service tax of Rs.
2,086.78 lakhs for the period from 01-10-2010 to 30-09-2011. The Corporation submitted the
reply on 11.06.2012 for the above said notice to the Commissioner of Service Tax. The appeal
was made through the advocate before the CESTAT on 07.02.2013. The hearing in the matter
was fixed by the CESTAT on 20.06.2013. The advocate of the Corporation attended the hearing
on 20.06.2013 and advanced oral arguments in support of the Stay Application besides
submitting a compilation of case laws during the course of hearing. The Hon'ble Tribunal after
hearing on both the sides was pleased to grant full and un-conditional waiver of pre-deposit and
stay of recovery of the total demand amount of Rs. 2,086.78 lakhs together with interest under
Sec.75 and penalties under Sec.76& 77 of the Finance Act 1994 till disposal of the appeal and
orders were dictated in the open Court.

Further, the Corporation received a Show-Cause notice on 15.03.2013 for payment of service
tax of Rs. 124.22 lakhs for the period from 01-10-2011 to 30-09-2012. The matter is being
pursued with the Service tax department and necessary action will be taken in the due course.

Hence, no provision is made for the above service tax demands on the margin.

2) Inventory particulars:

The Inventory particulars are as follows:
a) Stocks of IML & BEER purchased & sold :

- Quantity (CBs) Value (Rs. in lakhs)
. t t
No.| Particulars Aidztr:hls A;:::hls As at 31%t | As at 31°
) March 2013 | March 2012
2013 2012 r r
1 | Opening Stock 1044 1044 NIL NIL
2 | Purchases 72942892 | 70712707 | 1407686.48 | 1188903.58
3 Sales 72942892 | 70712707 | 1414741.12* | 1273330.90*
4 Shortages/ NIL NIL NIL NIL
Damage
5 | Closing Stock 1044 1044 NIL NIL
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Stocks of 1044 CBs indicated above represents stock taken over from MSIL at the inception of
the Corporation and are considered to have no realizable value as on 31-03-2013.

*Note: Sales value includes margin amount.

b) Closing Stock of IML & BEER:
The Closing stock held at the depots of the Corporation as on 31" March 2013 (as per Material
Inward Slip (MIS) reports which are not accounted in the books) is as follows:
Quantity (CBs) Value (Rs. in lakhs)
Sl. - As at 31° | As at 31** | As at 31** | As at 31
No. Particulars March March March March
2013 2012 2013 2012
1 Closing Stock 2675348 1212372 58984.96 | 29778.15
c) Stocks of Spirit purchased & sold :
Quantity (BLs) Value (Rs. in lakhs)
Sl. . As at 31%* | As at 31 s | Asat31%
No. Particulars March March As at 31 March
2013 2012 | March 2013 | 5943
1 | Opening Stock NIL NIL NIL NIL
2 | Purchases 367101028 | 428526751 | 131515.00 | 138617.91
3 | Sales 367101028 | 428526751 | 132041.83* | 139228.58*
4 | Closing Stock NIL NIL NIL NIL

*Note: Sales value includes margin amount.

3)

4)

S)

6)

7)

8)

The sales for the year 2012-2013 includes a sum of Rs. Nil (Previous year-Rs. Nil) being goods
sold butnot lifted by the party.

Letters seeking confirmation of balances as on 31-03-2013 in respect of Sundry Creditors,
Advance to Distilleries & EMD have been sent and their response is awaited. The balances in
respect of Sundry Debtors, Sundry Creditors and others relating to loans, advances and
deposits are subject to confirmation and reconciliation, if any. Advances from retailers are
unconfirmed.

Estimated amount of contracts remaining to be executed on capital accounts is Rs. 338.25
Lakhs (previous year Rs. 443.90 lakhs).

There are no vendors coming under the status of Micro, Small and Medium Enterprises
Development Act, 2006 and hence the disclosure relating to the amount unpaid as at the year
end together with interest paid / payable under this Act has not been furnished.

There are no earnings and / or outgo in foreign exchange during the year except Rs.0.06 lakhs
accrued on account of exchange fluctuation in respect of Closing Balance of Rs.0.33 lakhs in
current account with Canara Bank ason 31.03.2013.

Income Tax Assessments:
a. Corporate Tax on Privilege Fees for the Assessment Year
2004-05:

The Income Tax Department had completed the assessment of Income-tax on 30.10.2006
and issued a demand notice to pay Rs. 6.66 lakhs as balance Income Tax on the delayed
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payment of privilege fee of Rs.350.00 lakhs paid to the Government for the Assessment Year 2004-
05. The Corporation has taken a stand that no income tax is payable on the Privilege fee paid as it is
an allowable business expenditure. However, Rs.6.66 lakhs as demanded by the department was
paid under protest on 18.12.2006 and an appeal has been filed before the Commissioner of Income-
Tax, (Appeals) on 19.12.2006. When the appeal was in the hearing stage, the Commissioner of
Income Tax- Bangalore-1, (Admin) Bangalore, has opened the assessment under Sec.263 of the
Income Tax Act and passed the order on 26.08.2008 by setting aside the assessment order and also
directed the Assessing Officer for fresh assessment by adding certain expenditure. The
Commissioner of Income-Tax, (Appeals) finally disposed off the appeal on 03-09.2010, on the
ground that the same is non-est. and hence appeal becomes infructuous, as the assessment order
was subject to revision by the jurisdictional Commissioner of Income Tax.

Aggrieved by the dismissal of the appeal and to get justice from the Department, the Corporation
has filed an appeal before the Income Tax Appellate Tribunal on 31-03-2011, challenging the
orders of the Commissioner of Income Tax-Bangalore-1, (Admin) B'lore and the Commissioner of
Income Tax (Appeals-1). The Tribunal heard the appeal and dismissed the appeal on 18.01.2012 as
non-est. as the appeal under Sec. 143 (3) was non-est. and hence appeal on non-est. case before the
Tribunal was not maintainable.

Consequent to dismissal of the appeal, the Corporation filed an appeal before the
Commissioner of Income-Tax (Appeals)-I, Bangalore, against the Assessment Order
passed by the Assessing Officer under sec.143(3) r.w.s 263 of the Income-Tax Act, 1961 on
15-03-2012 and also filed an application with the Asst. Commissioner of Income Tax,
Circle-11(5), Bangalore on 16.03.2012 for rectification under Sec. 154 of the Income Tax
Actagainst the Assessment order issued under Sec. 143 (3) r.w. Sec. 263 of the [ T Act.
Further, the Corporation filed an appeal before the Hon'ble High Court of Karnataka, on 12"
May 2012, for seeking relief from the Income Tax Department. The Hon'ble High Court has
admitted the case on 22.09.2012. The Hon'ble High Court is yet to call for the hearing.

Hence, no provision is required to be made in the books of accounts for the tax demand for
the assessment year 2004-05.

b. Corporate Tax on Privilege Fees for the Assessment Year 2007-08:

The Income Tax Department had completed the assessment of Income-tax and passed the
assessment order on 17.12.2009 for the financial year 2006-07 (Assessment year 2007-08).
On verification with Income tax returns filed by the Corporation, it was observed that the
Department has considered TDS of Rs.117.94 lakhs only instead of Rs.166.52 lakhs as
claimed by the Corporation, and hence the Corporation has sought for rectification of the
assessment order under Sec.154 of Income Tax Act on 28.06.2010. Based on the request of
the Corporation, the Asst. Commissioner of Income-Tax- Circle 11(5), Bangalore, passed
the revised order on 30.12.2010, by ordering for refund of Rs. 20.33 lakhs. Out of which
Rs.4.51 lakhs was adjusted towards balance tax payable in respect of F.Y.2007-08 (A.Y.
2008-09) and hence, the Corporation has received a cheque for Rs. 15.82 lakhs on
21.07.2011. On verification of the revised assessment order it was observed that the
Department has considered TDS paid as Rs. 163.54 lakhs as against Rs.166.52 lakhs
claimed by the Corporation. Hence, the Corporation has again filed an application before
the Assessing Officer for rectification under Sec.154 of Income Tax Act on 21.10.2011.
Further, the adjustment of Rs.4.51 lakhs was also not correct, as such the Corporation need
not pay any balance tax for the F.Y. 2007-08 ( A.Y. 2008-09). Hence, rectification was
sought from the Department under Sec.154 of Income Tax Act on 21.10.2011 and the same
is yet be considered by the Department.

N 3> J




B

Though, the Asst. Commissioner of Income Tax, Circle 11(5), Bangalore, has completed
the Assessment for the financial year 2006-07 (A.Y. 2007-08) on 17.12.2009, the
Commissioner of Income Tax-1, Bangalore, has re-opened the Assessment under Sec. 263
of the Income Tax Act, and issued notice to the Corporation on 07.03.2012, to show-cause
as to why the payment of Privilege Fee to the Govt., should not be disallowed in the hands
of'the Corporation and seeking reasons for considering the Privilege fee paid to the Govt. of
Karnataka of Rs. 16554.00 lakhs as an allowable expenditure. The Corporation has filed
detailed written submissions on 20.03.2012 duly explaining the reasons along with the
copies of the decided cases. Whenever, the Department has issued such Show-cause
notices for disallowance of privilege fee, the Corporation in its reply has submitted that, the
Privilege fee was paid in lieu of licence fee as per the Sec.24 of the Karnataka Excise Act,
1965. However, the Commissioner of Income Tax without appreciating the facts and not
considering the submissions of the Corporation, has concluded the proceedings and passed
the order on 22.03.2012, under Sec. 263 of the Income Tax Act, setting aside the
Assessment made by the Assessing Officer and directed the Assessing Officer for fresh
Assessment Order taking into various aspects as per his order, holding that the order of
assessment passed by the assessing officer is erroneous and prejudicial to the interest of the
revenue.

Aggrieved by the order of the Commissioner of Income-tax —Bangalore-1, Bangalore, the
Corporation has filed an appeal with the Appellate Tribunal, Bangalore on 10.05.2012
against the order passed under Sec. 263 of the Income Tax Act.

Meanwhile, in order to give effect to the Order passed under Sec.263 of the Income Tax Act,
the Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore, has sent notices under
Sec.142 (1) and Sec.143 (2) of the Income-Tax Act, on 31.01.2013, for submission of
additional information / dossiers. The Corporation has submitted Preliminary Written
Submission-1 on 05.02.2013 and Preliminary Written Submission-2 on 06.02.2013 to the
Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore for the same. Further, the
Corporation has also filed an application to the Dy. Commissioner of Income-Tax, for
deferment of passing the order under Sec. 143(3) r.w.s.263 of the Income Tax Act on
07.03.2013.

Apprehending that the Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore, may
pass the Assessment order under Sec. 143(3) r.w.s. 263 of the Income Tax Act, before
hearing of the appeal by the Hon'ble Tribunal, the Corporation filed a Writ Petition before
the Hon'ble High Court of Karnataka, on 12.02.13, to restrain the Dy. Commissioner,
Circle-11(5), Bangalore, from passing assessment order till disposal of the appeal by the
Tribunal.

The Hon'ble High Court of Karnataka heard the matter on 13.02.2013 and passed interim
order. The Hon'ble High Court while directing to issue of notices to the Income Tax
Department has stayed action on notices issued by the Dy. Commissioner of Income-Tax,
Circle-11(5), Bangalore, under Sec. 142 (1) and Sec.143 (2) of the Income Tax Act, till next
date of hearing.

The case came up for final hearing on 06.03.2013 and the Hon'ble High Court, after hearing
the matter has disposed off the Writ Petition by passing the orders that the Assessing
Authority should consider the application filed by the Corporation for deferment of passing
order under Sec.143(3) r.w.s 263 of the Act, regard being had to the fact that, the question as
to whether Privilege fee is a deduction or not under Income-Tax Act is the subject matter of
decision making in an appeal preferred by the petitioner pending before the Income-Tax
Appellate Tribunal and hence ordered the Corporation to appear for hearing before the
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Assessing Authority on 11.03.2013 and the Assessing Authority to pass the order on
13.03.2013 and also ordered the Income-Tax Appellate Tribunal that the Tribunal has to
conclude the hearing of two appeals (A.Y. 2007-08 & 2008-09) filed by the Corporation on
13.03.2013 and proceed to pass orders on 18.03.2013. The Corporation has submitted the
copies of the order passed by the Hon'ble High Court of Karnataka, to the Assessing Officer
and also to the Income-Tax Appellate Tribunal.

In accordance with the order of the Hon'ble High Court, the Assessing Officer has
concluded the hearing on 13.03.2013 and passed the order that the Assessment Order under
Sec. 143(3) r.w.s 263 would be passed on or after 20.03.2013 and before 04.05.2013, as the
Hon'ble High Court has ordered to complete the same within 60 days. Further, the request
to defer the passing of order till the provision pertaining to this matter in the Finance Bill
2013, is approved in the Parliament, has not been accepted by the Assessing Officer as
Parliamentary procedures may take its own due course of time to reach finality and
outcome of passage of Finance Bill 2013, in Parliament will not have any adverse impact on
the view held by the Department on the issue of “Privilege Fee” under consideration.

The Income-Tax Appellate Tribunal, held the hearing on 13.03.2013 and heard both the
parties and having considered the contentions of both the parties, found that the bone of
contention between the revenue and assessee is whether the Privilege fee paid by the
assessee to the State Government for the grant of licence / renewal of licence to carry on the
trading in IMFL within the State of Karnataka is an allowable expenditure U/S. 37 of the
Income Tax Act. The Tribunal also took note of the fact that the Karnataka Excise Act, 1965
as being further amended with retrospective effect from 2003 and Sec.24 thereof has been
amended in particular enabling the State Government to levy or collect the Privilege fee
from the Assessee Company at the rates notified by the Government of Karnataka. As this
aspect of retrospective amendment to Sec. 24 of the Karnataka Excise Act could not be
considered by the Commissioner of Income-Tax during revision proceedings U/S. 263 of
the Income Tax Act and the revision order is passed on the basis of earlier provisions of Sec.
24 of the Karnataka Excise Act, the Tribunal was of the opinion, that the Commissioner of
Income-Tax needs to re-consider the facts of the case in the light of the amended Act.

The Tribunal allowed the appeal by setting aside the order of the Commissioner of Income-
Tax under Sec.263 of the Income Tax Act and remanded the issue to the file of the
Commissioner of Income-Tax with a direction to reconsider the facts of the case de-novo,
in light of the amended Sec.24 of the Karnataka Excise Act, 1965.

The assessing authority is yet to take up the reassessment of income-tax duly considering
the observations of the Hon'ble Income-Tax Appellate Tribunal in the matter.

Hence, no provision is made in the books of accounts for the Tax demand for the assessment
year 2007-08.

a. Corporate Tax on Privilege Fees for the Assessment Year 2008-09:

The Income Tax Department had completed the assessment of Income-tax and passed the
assessment order on 03.12.2010 for the financial year 2007-08 (Assessment year 2008-09)
with a Demand Notice to pay Rs. 12.14 lakhs. On verification with Income tax returns filed
by the Corporation, it was observed that the Department has disallowed 50% of the
Donations paid to Kidwai Memorial Institute of Oncology and Indira Gandhi Institute of
Child Health. Further, the Department has also charged Income-Tax on the dividend earned
on investments in Mutual funds on which the AMC had already deducted the Dividend
Distribution Tax (DDT), in other words called as Income-Tax charged on tax-free
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investments in the hands of the recipient. Hence, the Corporation filed an application to the
Assessing Officer for rectification of the same under Sec.154 of the Income Tax Act, on
02.02.2011.

Due to repeated demand from the Income-Tax Department for payment of balance tax, the
Corporation had remitted Rs. 7.63 lakhs on 24.03. 2011 under protest, since the Department
had adjusted Rs. 4.36 lakhs while refunding the excess Income-Tax remitted on Advance
Fringe Benefit Tax paid by the Corporation for the Assessment Year 2007-08, though this
adjustment was not proper.

Since, the Department has turned down the request for revising the Assessment Order U/S.
154 of the Income Tax Act, the Corporation has filed an appeal before the Commissioner of
Income-Tax — (Appeals) in this regard on 18.07.2011.

When the appeal was in the hearing stage, the Commissioner of Income Tax- Bangalore-1,
(Admin) Bangalore, has sent a notice on 16.07.2012, for invoking the provisions of
Sec.263 of Income Tax Act, in order to disallow the Privilege Fee paid to the Government of
Karnataka. The Corporation has filed Preliminary Submissions / objections for the same on
30.07.2012. Whenever, the Department has issued such a Show-cause notice for
disallowance of privilege fee paid to the Government of Karnataka, the Corporation in its
reply has submitted that, the Privilege fee was paid in lieu of licence fee as per Sec. 24 of the
Karnataka Excise Act, 1965. Further, the Commissioner of Income-Tax- Bangalore-1, has
called for personal hearing on 06-09-2012. During hearing the Corporation has informed
that it was going to file one more written submission explaining in detail the facts of the case
and decided cases for kind consideration of the Commissioner of Income-Tax, Bangalore-
1, and accordingly, written submission -2 was filed on 29.01.2013.

However, the Commissioner of Income-Tax- Bangalore-1, without appreciating the facts
and not considering the submissions of the Corporation has concluded the proceedings
under Sec.263 of the Income Tax Act and has passed the order on 01.02.2013, by setting
aside the assessment order made by the Assessing Officer on the limited issue having regard
to the admissibility of the deduction claimed in respect of Privilege fee and hence, has
directed the Assessing Officer to examine the issue in proper perspective and take into
account the various aspects discussed above and shall pass a fresh assessment order,
holding that the order of assessment passed by the assessing officer is erroneous and
prejudicial to the interest of the revenue.

In order to give effect to the Order passed under Sec.263, the Dy. Commissioner of Income-
Tax, Circle-11(5), Bangalore, has sent notices under Sec.142 (1) and Sec.143 (2) of the
Income Tax Act on 06.02.2013 for submission of additional information/ dossiers. In reply,
the Corporation has submitted Preliminary Written Submission-1 on 12.02.2013 to the Dy.
Commissioner of Income-Tax, Circle-11(5), Bangalore requesting him to quantify and
inform the admissible / reasonable amount of privilege fee, since the Commissioner of
Income tax, Bangalore-1, has directed the Assessing Officer to consider the expenditure
which would be reasonable and also to provide 4 weeks time to submit detailed reply to the
notices.

Apprehending that the Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore, may
pass the Assessment order under Sec. 143(3) r.w.s.263 of the Income Tax Act, before
hearing of the appeal by the Hon'ble Tribunal, the Corporation filed a Writ Petition before
the Hon'ble High Court of Karnataka, on 12.02.13, to restrain the Dy. Commissioner of
Income-Tax, Circle-11(5), Bangalore, from passing assessment order till disposal of the
appeal by the Tribunal.
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The Hon'ble High Court of Karnataka heard the matter on 13.02.2013 and passed interim
order. While directing to issue of notices to the Income Tax Department, the Hon'ble High
Court has stayed action on the notices issued by the Dy. Commissioner of Income-Tax,
Circle-11(5), Bangalore, under Sec. 142 (1) and Sec.143 (2) of the Income Tax Act, till next
date of hearing.

The case came up for final hearing on 06.03.2013. The Hon'ble High Court, after hearing
the matter has disposed off the writ petition by passing the orders that the Assessing
Authority would consider the application filed by the Corporation for deferment of passing
order under Sec.143(3) r.w.s 263 of the Income Tax Act, regard being had to the fact that,
the question as to whether Privilege fee is a deduction or not under Income Tax Act is the
subject matter of decision making in an appeal preferred by the petitioner pending before
the Income-Tax Appellate Tribunal and hence ordered the Corporation to appear for
hearing before the Assessing Authority on 11.03.2013 and the Assessing Authority to pass
the order on 13.03.2013 and also ordered the Income Tax Appellate Tribunal that the
Tribunal has to conclude the hearing of two appeals (A.Y. 2007-08 & 2008-09) filed by the
Corporation on 13.03.2013 and proceed to pass orders on 18.03.2013. The Corporation has
submitted the copies of order passed by the Hon'ble High Court of Karnataka, to the
Assessing Officer and also to the Income Tax Appellate Tribunal.

In accordance with the order by the Hon'ble High Court, the Assessing Officer has

concluded the hearing on 13.03.2013 and passed the order that the Assessment Order under
Sec. 143(3) r.w.s 263 would be passed on or after 20.03.2013 and before 04.05.2013.

Further, the Income Tax Appellate Tribunal, held the hearing on 13.03.2013 and heard both
the parties and having considered the rival contentions, found that the bone of contention
between the revenue and the assessee is whether the Privilege fee paid by the assessee to the
State Government for the grant of licence / renewal of licence to carry on the trading in
IMFL within the State of Karnataka is an allowable expenditure U/S. 37 of the Income Tax
Act. The Tribunal also took note of the fact that the Karnataka Excise Act, 1965 as being
further amended with retrospective effect from 2003 and Sec.24 thereof has been amended
enabling the State Government to levy or collect the Privilege fee from the Assessee
Company at the rates notified by the Government of Karnataka. As the retrospective
amendment to Sec. 24 of the Karnataka Excise Act, 1965 could not be considered by the
Commissioner of Income-Tax during revision proceedings U/S. 263 of the Income Tax Act
and the revision order is passed on the basis of earlier provisions of Sec. 24 of the Karnataka
Excise Act, 1965. The Tribunal was of the opinion, that the Commissioner of Income Tax
needs to re-consider the facts of the case in the light of the amended provisions of the
Karnataka Excise Act, 1965 and hence the Tribunal allowed the appeal by setting aside the
order of the Commissioner of Income Tax, Bangalore-1, (Admin) Bangalore U/S. 263 of
the Income Tax Act and remanded the issue to the file of the Commissioner of Income Tax,
Bangalore-1 with a direction to re-consider the facts of the case de-novo, in the light of the
amended Sec.24 of the Karnataka Excise Act, 1965.

The assessing authority is yet to take up the reassessment of income-tax duly considering
the observations of the Hon'ble Income Tax Appellate Tribunal in the matter.

Hence, no provision is made in the books of accounts for the tax demanded for the
assessment year 2008-09.

a. Corporate Tax on Privilege Fees for the Assessment Year 2009-10:

The Corporation has filed returns of Income on 16.09.2009 for the financial year 2008-09
(Assessment Year 2009-10). Based on the returns filed, the Corporation has received
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intimation under Sec.143 (1) of the Income Tax Act, 1961, from the Department on
23.04.2011 and also received a refund of Rs. 565.08 lakhs. On verification of the same with
the tax returns, it was found that the Department had not considered the donation paid to
CM's Relief fund and considered TDS of Rs.163.44 lakhs only instead of Rs.293.27 lakhs
as claimed by the Corporation. Further, the Department while refunding the amount has
deducted the tax on dividend amounting to Rs. 33.99 lakhs even though, the Corporation
has remitted the same while disbursing the dividend amount to the Government. Hence, the
Corporation filed an application under Sec. 154 of the Act to the Asst. Commissioner of
Income Tax, Circle 11(5), Bangalore on 11.05.2011 for rectification of mistakes.

The Income Tax Department has completed the assessment under Sec. 143 (3) of Income
Tax Act, on 30.12.2011 by disallowing the expenditure to the tune of Rs.48319.00 lakhs
which includes payment of Privilege Fee paid to GoK and charged income tax on the
dividend earned from the investments in Mutual Funds and demanded the Corporation to
pay balance tax of Rs. 21591.00 lakhs. The Corporation has not accepted the disallowance
of Privilege fee and also tax levied on the dividend amount. Hence an application was
made to the Asst. Commissioner of Income-Tax, Circle-11(5), Bangalore for rectification
under Sec. 154 of the Income Tax Act on 11.01.2012 and submitted to the Department that
the Privilege fee was paid in lieu of licence fee as per Sec. 24 of Karnataka Excise Act,
1965.

Aggrieved by the said Assessment order and due to repeated demand from the Department
for the payment of outstanding disputed tax amount, the Corporation filed an appeal before
the Commissioner of Income Tax (Appeals-1), Bangalore on 24.01.2012.

Further, an application was filed before the Asst. Commissioner of Income-Tax, Circle 11
(5), Bangalore on 27.01.2012 and it was prayed that the recovery of the demand be stayed
till disposal of the appeal by the Commissioner of Income-Tax (Appeals-1) in the interest of
justice and equity. The Asst. Commissioner of Income Tax, Circle-11(5), Bangalore, vide
in her letter dated 01.02.2012 rejected the request for stay of demand and informed the
Corporation that time will be granted till the disposal of the appeals by the Commissioner of
Income Tax (Appeals-1), subject to payment of 50% of the demanded amount of tax.
Otherwise coercive action will be taken as per the Income Tax Act/Rules.

Application for Stay of recovery of demand was also submitted to Additional
Commissioner of Income-Tax, Range-11, Bangalore on 06.02.2012. The Corporation's
case was pleaded and the difficulty in complying with the demand was personally
explained before the Additional Commissioner of Income Tax. The Additional
Commissioner of Income Tax, Range-11, vide in his letter dated 07-02-2012, rejected the
stay stating that the absolute stay of demand cannot be granted and stay of 50% of the
outstanding demand may be considered subject to payment of 50% of the outstanding tax
demand immediately.

Aggrieved by the reply of the Additional Commissioner of Income Tax, application for
Stay of recovery of demand was submitted to the Commissioner of Income Tax, Bangalore-
1 on 10.02.2012. The Commissioner of IncomeTax, Bangalore-1 had called for personal
hearing on 17.02.2012. During the hearing it was appraised that the claim is disputed and an
appeal has been filed against the Assessment Order with the Commissioner of Income Tax
(Appeals-1), Bangalore, and an early hearing was also requested on 22.02.2012. The
Corporation also submitted written submissions on 12.03.2012 defending the payment of
Privilege Fee to the Government and interest paid on overdraft and income earned from
investment of surplus funds in Mutual Funds. Considering our request and written
submissions, the learned Commissioner of Income Tax, Bangalore-1 has directed the
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Corporation on 09.03.2012, to pay 30% of the total demanded amount so that stay will be
granted till the disposal of appeal before the CIT (Appeals-1) and failure to do so may invite
coercive steps by the Assessing Officer.

Application for stay of recovery & also an application for early hearing was filed before the
Commissioner of Income Tax (Appeals-1), Bangalore on 22.02.2012. The Commissioner
of Income Tax (Appeals-1) rejected the stay and informed the Corporation to adhere to the
orders passed by the Commissioner of Income Tax Bangalore-1 in respect of stay.
However, he agreed to hold an early hearing as requested by the Corporation.

The Asst. Commissioner of Income Tax, Circle-11(5), Bangalore, sent one more demand
notice for payment of total demanded amount on 14.03.2012. Apprehending that the Asst.
Commissioner of Income Tax, Circle-11(5). Bangalore, may initiate coercive action for
recovery & also to fulfill the orders of the Commissioner of Income Tax, Bangalore-1 to
remit 30% of the tax demand as well as to seek time to approach various legal forums in
order to get relief, the Corporation remitted Rs. 2000.00 lakhs on 27.03.2012 under
protest. Further, this payment was made with a view to get stay on tax demand till the matter
was disposed off by the Commissioner of Income Tax (Appeals-1) and from all the legal
forums.

The Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore, sent one more demand
notice for payment of total demanded amount of tax on 15.11.2012. The Corporation has
written a letter to the Dy. Commissioner on 16.11.2012, requesting to grant time till the
disposal of the appeal filed before the Commissioner of Income Tax (Appeals-1) which was
in final stages.

The Corporation has submitted Written Submissions and Rejoinder to the remand report of
the Assessing Officer to the Commissioner of Income Tax (Appeals)-1, during the hearings.

When the appeal was in hearing stage, the Dy. Commissioner of Income Tax, Circle-11 (5),
Bangalore, has issued notices to the designated Banks of the Corporation under Sec.226(3)
for attachment of Bank accounts on 12.12.2012 & 13.12.2012 for recovery of balance tax.
In accordance to the notices, the Banks have sent DDs amounting to Rs.5656.18 lakhs to
the Income Tax Department and the Corporation accounted the same under the head “Taxes
paid under protest”. After requests made to the Additional Commissioner of Income Tax,
Range-11, Bangalore and the Deputy Commissioner of Income-Tax, Circle -11(5),
Bangalore, the Department has withdrawn the attachment order on 14.12.2012.

The Commissioner of Income Tax (Appeals-1) Bangalore, held the final hearing on
17.12.2012. In order to conclude the hearings the Commissioner of Income-Tax (Appeals-
1) Bangalore , sought Synopsis and Additional Synopsis on the appeal from the
Corporation. The Corporation submitted the same on 24.12.2012 & 26.12.2012. The
Commissioner of Income-Tax (Appeals-1) Bangalore, dismissed the appeal on
30.12.2012, without granting relief sought for, except directing the Assessing Officer to re-
compute the Income Tax by excluding the bank charges of Rs.32.08 lakhs and average
amount of assets.

The Additional Commissioner of Income Tax, Range-11, sent a notice on 10.01.2013 to
submit a scheme for payment of impugned demand of tax before 16.01.2013.

The Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore, sent a Notice on
15.01.2013, requesting the Corporation to appear for hearing on 28.01.2013 to give effect
to the order of the Commissioner of Income-Tax-(Appeals-1), Bangalore.
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The Corporation aggrieved by the order of the Commissioner of Income-Tax (Appeals-1),
Bangalore, immediately filed an appeal with the Income Tax Appellate Tribunal on
17.01.2013. The Corporation also filed a Stay Petition against recovery of balance tax
demand by the Department on 18.01.2013 before the Income Tax Appellate Tribunal.

The Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore, passed the order on
16.01.2013 giving effect to the order of the Commissioner of Income Tax (Appeals-1)
Bangalore to exclude bank charges for the purpose of calculation of indirect interest
disallowance under rule 8D(2)(i1) and to re-compute the disallowance by taking average
amount of total assets and average amount of total expenses. Accordingly, the Dy.
Commissioner of Income Tax, Circle-11(5), Bangalore revised the assessment order by
demanding Rs.21479.00 lakhs as balance tax payable by the Corporation (Previously it was
Rs.21591.00 lakhs).

The Dy. Commissioner of Income-Tax, Circle-11(5), Bangalore sent a letter on 15.01.2013
informing the Corporation to pay the impugned tax before 28.01.2013 failing which
coercive measure would be initiated for recovery of the same. The Corporation had
informed the Dy. Commissioner of Income-Tax, Circle- 11(5), Bangalore, not to proceed
with the same as the Corporation had filed appeal with the Income Tax Appellate Tribunal
and sought for stay in the matter. However, the Dy. Commissioner of Income Tax, Circle-
11(5), Bangalore, initiated coercive measure for recovery of impugned demand of tax and
sent notices to the designated banks of the Corporation U/S. 226(3) on 22.01.2013, though
he had given time up to 28.01.2013 to the Corporation for payment of the same and the
Department had recovered Rs.1784.00 lakhs from four banks of the Corporation on
23.01.2013 & 24.01.2013. The Corporation has accounted Rs.1784.00 lakhs under the
head “Taxes paid under protest”.

In order to obtain relief from the Income Tax Department and to restrain the Department
from taking further coercive steps, the Corporation filed a Writ Petition before the Hon'ble
High Court of Karnataka, praying for granting of stay of further proceedings from the
Department on 23.01.2013.

The Hon'ble High Court after hearing the matter on 24.01.2013 ordered as follows:-

1) Writpetitions are partly allowed.

2) Theimpugned orders of attachment dated 22.01.2013 are hereby set aside.

3) The Tribunal is hereby directed to consider the application of the petitioner for stay and
dispose of the same within four weeks from the date of receipt of the copy of this order.

4) The petitioner to deposita sum of Rs.1000.00 lakhs within two weeks from to-day.

5) Till disposal of the application of the petitioner for stay, the respondents shall not take
any coercive steps.

6) The Tribunal to dispose off the main appeals filed by the petitioner as expeditiously as
possible at any event not later than three months from the date of receipt of copy of this
order. Ordered accordingly.

In accordance with Hon'ble High Court Order's, the Corporation has remitted Rs. 1000.00
lakhs on the following dates:

a)on 02.02.2013 Rs. 400.00 lakhs
b)on 05.02.2013 Rs. 244.00 lakhs
¢)on 06-02.2013 Rs. 44.00 lakhs
d)on 07-02-2013 Rs.312.00 lakhs

Thus, the total tax amount recovered by the Income Tax Department was Rs. 8656.00 lakhs
against the disputed demand of Rs. 21591.00 lakhs (Revised to Rs. 21479.00 lakhs)

N J
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c.

The Income Tax Appellate Tribunal heard the arguments on 17-04-2013. After hearing and
also having considered the above said order of the Hon'ble High Court and also Tribunal
orders passed for the Assessment year 2007-08 and Assessment year 2008-09, the Tribunal
has allowed the appeal and passed the order by remanding the assessment to the file of the
Assessing Officer to reconsider the matter afresh in the light of the amended provisions of
Sec. 24 of the Karnataka Excise Act. Further, the Tribunal has also set aside the orders of
the authorities below i.e., the order of the assessment dated 31.12.2011 for the Assessment
Year 2009-10 and the order of the Commissioner of Income-Tax (Appeals) dated
31.12.2012. The matter is remanded to the file of the Assessing Officer to consider de novo
the issues of both disallowance of privilege fee and disallowance under Section 14A of the
Actuninfluenced either by the earlier assessment order dated 30.12.2011 or earlier order of
the learned Commissioner of Income Tax (Appeals) dated 30.12.2012 reserving liberty to
the assessee to raise all contentions on both the issues. The Assessing Officer is directed to
afford reasonable opportunity of being heard to the assessee before passing fresh
assessment order on two issues which have been restored to his file. The assessee is also
directed to place on record all details / explanation called for by the Assessing Officer so
that fresh orders in the matter may be passed expeditiously.

The Assessing authority is yet to take up the reassessment of income duly considering the
observations of the Hon'ble Income Tax Appellate Tribunal.

Hence, no provision is made in the books of accounts for the tax demand for the
Assessment Year 2009-10.

Corporate Tax on Privilege Fee for the Assessment Year 2010-11:

The Corporation has filed Income tax returns on 30.09.2010. An Intimation U/S. 143(1) of
the Income Tax Act, was received on 22.08.2011 along with refund of Rs. 108.00 lakhs.
The IncomeTax Department had taken up the assessment of Income tax U/S. 143(1) of the
Actand hence a Notice U/S. 143(2) of the Act, was received on 03.09.2011, informing the
Corporation to attend for a hearing in connection with assessment of Income Tax.

The Asst. Commissioner of Income-Tax, Circle-11(5), Bangalore, sent a notice U/S.
142(1) on 09.03.2012 requesting the Corporation to submit necessary dossiers for the
assessment of Income Tax. The Corporation submitted the required dossiers on
03.04.2012. Despite submission of the necessary dossiers, the Department has sent one
more Notice U/S. 142 (1) of the Act,on 08.10.2012. The Corporation once again submitted
the dossiers on 08.11.2012 & copies of the same on 26.11.2012. The Income Tax
Department on 31.01.2013 issued one more notice U/S.142 (1) of the Act, seeking
explanation about disallowance of Privilege Fee. The Corporation submitted Preliminary
Written Submission No. 1 on20.02.2013.

The Department had completed the Assessment of Income Tax U/S. 143(3) of the Income
Tax Act on 27.02.2013 by disallowing the expenditure of Rs.57225.00 lakhs and
demanded the balance tax of Rs. 25991.25 lakhs and directed the Corporation to pay the
same within 20 days from the date the Assessment order.

The Corporation wrote a letter on 04.03.2013 to the Department seeking reasons for giving
lesser time to remit the balance tax as well as date of approval of Joint Commissioner of
Income Tax for the same as per proviso to Sec. 220(1) of the Act, since normal time to be
allowed as per the Act is 30 days. The Corporation did not receive any intimation from the
Department in the matter.
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Apprehending that the Assessing Officer may take coercive measures for recovery of the
impugned demand of tax, a Writ Petition was filed before the Hon'ble High Court of
Karnataka, on 14.03.2013.

The case came up for hearing on 18.03.2013 and the Hon'ble High Court has granted Ad-
interim stay on the actions of the above said Assessment Order.

In view of granting of Ad-interim stay by the Hon'ble High Court, the Department had filed
an Interlocutory Application on 25.03.2013 to vacate the interim order before the Hon'ble
High Court. The Hon'ble High Court in its order dated 27.03.2013 on L.A. 1/13 in Writ
Petition No.12872/13 in the matter for vacation of stay moved by the Department has
rightly observed as under:

1. “Having heard the learned counsel for the parties, perused the pleadings and regard
being had to the fact that under Karnataka Excise (Amendment) Act, 2013 (Karnataka Act
No.26 0f2013), published in the Karnataka Gazette Extra-ordinary on the 7" day of March
2013, Sec.24 of Karnataka Excise Act, 1965 ( Karnataka Act, 21 of 1966), was substituted
with effect from 30" Day of June 2003, investing a jurisdiction in the State Government to
levy and collect such amount as licence fee or privilege fee as may be, determined by
notification by the State Government. Therefore, the privilege fee of Rs. 57014.00 lakhs
for the Assessment Year 2010-11 of the Writ Petitioner, a State Government undertaking,
prima facie cannot be said to be an income for the purpose of payment of Income Tax as
levied and demanded by the order and notice impugned.

2. The contention of the appellant-revenue that the sum of Rs. 57014.00 lakhs shown
as an allowable expense under the nomenclature “Privilege Fee” is in fact as income liable
to tax, at this stage is not acceptable.

3. The amendment Act is not called in question by the appellant revenue. In the order
vide Annexure - A, the assessing officer observes at paragraph 3.3.12 that the share of
profits in the Corporate entity goes to the kitty of Central Government & any unilateral and
post facto action of the State Government or local bodies to deprive the Union Government
of'its tax dues could lead to violation of the Constitutional provisions as well as distribution
of tax revenues between the Centre and State. Having so observed, the Assessing Officer
held that Rs.57014.00 lakhs claimed as Privilege fee paid by the assessee is treated as an
appropriation of corporate trading profits by its share holder by means of a post facto
gazette notification.

4. In my considered opinion, this observation and finding is prima facie
unacceptable.”

Further as per Section 220(1) of the Income Tax Act, the Department has to give 30 day's
time for payment of balance tax. The Department may give less than 30 days only if the
Assessing Officer has any reason to believe that it will be detrimental to the revenue if full
period of 30 days is allowed with the previous approval of the Joint Commissioner. The
Department has not communicated any such reasons for the same though the Corporation
specifically requested for it. Hence the demand notice served was not in conformity with
Sec.220(1) of the Act.

For the above said reasons, the application to vacate the interim order by the Department
wasrejected by the Hon'ble High Court of Karnataka.

The matter is expected to come up for further hearing before the Hon'ble High Court during
July 2013.
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In view of these, no provision for the tax demand is made in the books of accounts by the
Corporation for the Assessment Year on account of disallowance of privilege fee, etc.

f. Corporate Tax on Privilege Fees for the Assessment Year 2011-12:

The Corporation has filed Income Tax return on 30-08-2011 for the Assessment Year 2011-
12. The Department has sent a Notice U/S. 143(2) of Income Tax Act on 13.09.2012,
informing the Corporation to submit the dossiers required for the assessment of Income
Tax. Accordingly, the Corporation submitted the dossiers on 05-10-2012. One more notice
was received on 06-06-2013 U/S. 142(1) requesting the Corporation to appear before the
Assessing Officer for the Assessment of Tax along with necessary dossiers on 12-06-2013.
The necessary replies have been sent to the Assessing Officer on 13.06.2013 after
appearing for the hearing on the said date. The Assessing Officer is yet to complete the
assessment for the Assessment Year 2011-12.

The Government of Karnataka had imposed VAT on the Denatured Spirit from the financial
year 2010-11. However, the buyers of Denatured Spirit are remitting the VAT to the GOK and
the Corporation is issuing the OFS only after verification of the remittance made by them.
Hence, the Corporation will not have any financial implication / liability on account of the
same. However, the Corporation is regularly complying with the statutory requirements as
regards filing of monthly VAT returns and annual Audit Reports (VAT -240).

10) Particulars of Deferred Tax Liability (DTL):

Timing Difference on account of Current| Previous

Year Year

Opening Balance of DTL 44.74 35.07

Depreciation (Deferred Tax Liability) 48.66 9.67

Preliminary & Pre -operative Expenses Written Off NIL NIL

(DTL)

Earlier year Adjustments 0.00 0.00

Change in DTL due to change in IT rules 0.00 0.00

Net Deferred Tax Liability 93.40 44.74

11)  The reconciliation of bank accounts for the period from 01-04-2006 to 31.03.2009, was not

completed in all respects with the result some of the un-reconciled entries were parked under
the head “Receipts on Behalf of Others (ROB)”. The re-working of the same was taken up on
priority during January 2011 and as a result of the dedicated and serious efforts, the
reconciliation of Canara Bank, Corporation Bank, Bank of Maharashtra, IDBI, Vijaya Bank,
Bank of India, HDFC & SBH have been completed till 31.03.2012. The Management also took
conscious decision to reverse all the entries parked under the Head “Receipts on Behalf of
Others (ROB)” and bring back the balances to the respective bank accounts.

The reconciliation of remaining banks viz., Axis, ING-Vysya, UBI, ICICI, SBI, SBM, and
Syndicate Bank that were not completed in full during the finalization of annual accounts of the
Corporation for the financial year 2011-12 were taken up earnestly and it was noticed that there
were large scale mismatch of entries between the banks. To ensure the correctness of them,
reconciliation from 01.04.2006 to 31.03.2009 was taken up with the originally synchronized
data. During the exercise some of wrong recording of entries were noticed. These entries are
being verified as it is proposed to rectify these differences and incorporate in the books of
accounts after obtaining necessary approval of the Competent Authority.

~
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With the above exercise, the reconciliation of bank accounts of Axis, ING-Vysya, UBI,
ICICI, SBI, SBM, and Syndicate Bank would be completed. As regards ICICI Bank, the
reworking is in progress and would be completed in the coming financial year.

Further, the Corporation has also received monies from the retailers pertaining to the un-
realized challans relating to the period 2006-09. These amounts have been parked under a
separate head called “Received from Retailers” & “Received from banks” amounting to
Rs. 18.80 lakhs & Rs. 5.76 lakhs respectively. This would be adjusted while finalizing the
reconciliation of remaining banks referred to above.

12) The Corporation has taken premises for 55 IML depots and the Corporate Office on lease
rent basis. As per the agreement entered into with the landlords, all the leases are
cancellable after the expiry of the lease period.

13) Unadjusted Balance Rs.1004.32 lakhs of previous years:

The unadjusted balances carried forward and lying in the distilleries accounts to the extent

of Rs. 1004.32 lakhs was placed before the Board during February 2013 for taking a
decision on the issue. As the subject matter required further examination, the Board
decided to maintain “status quo” on the subject matter for the time being. As such these
balances are carried forward in the Accounts of the Corporation.

14) The Corporation has provided for Rs.37.54 lakhs towards ex-gratia payments to the
employees of the Corporation for the financial year 2012-13. On receipt of the
Government approval, the amount will be disbursed to the employees. Further, the
Corporation had provided for Rs.38.13 Lakhs towards ex-gratia for the financial year
2011-12 in the Accounts and the same was disbursed to the employees on 20.12.2012 after
receiving the approval from the Government vide their Order No. AE/75/EAA/ 2012
dated 18.12.2012.

15)  Government of Karnataka has given an interest free loan of Rs. 300.00 lakhs to the
Corporation. No repayment conditions have been stipulated by the Government in respect of
the said loan. However, as stipulated in GO No. FD47 FAA 2003 dated 11-09-2003, the
payments made by the Corporation towards rewards to the Excise Department staff have been
adjusted towards loan repayment. The loan amount outstanding after adjusting an amount of
Rs.46.81 lakhs towards such rewards paid (pertaining to the period up to March 2006) is
Rs.253.191akhs ason31.03.2013.

However, the Government vide it's Order No. FD 30 EAA 2007 has modified it's earlier Order
dated 11-09-2003 and has ordered that the expenditure towards rewards paid to the Excise
Department staff be met by the Corporation with effect from 1% April 2006 onwards. Since the
Government order was received after the closure of books of accounts for the year 2006-07, the
expenditure of Rs.11.54 lakhs towards rewards paid to the Excise Department staff during the
financial year 2006-07 which was then treated as loan repaid was booked as prior period
administrative expenditure during the financial year 2007-08.

16) The Corporation has not provided for any impairment of assets as per AS- 28 in the
absence of any indications of a potential impairment of loss as the assets are carried at more
than their realizable value in the books of accounts.

17) The Corporation has computed Depreciation on its assets by straight line method at the rates
specified in the Companies Act, 1956.
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18)

19)

20)

21)

d)

During the audit of the accounts for the financial year 2011-12, the Comptroller and
Auditor General observed as follows on the depreciation provided on the following assets
of'the Corporation:

Depreciation computed on Building was overstated by Rs. 1.88 lakhs by considering the
rate of Depreciation at 3.34% instead of 1.63% mentioned in the Schedule XIV of the
Companies Act, 1956. As assured by the Corporation the depreciation on Building has
been reworked and excess provided for during the year 2011-12 has been adjusted while
computing depreciation on building for the financial year 2012-13.

Excess depreciation of Rs. 39.72 lakhs provided on Computer Equipments purchased
during 2003-04 & 2004-05 is also withdrawn while providing depreciation for the
financial year 2012-13.

Computer Software purchased during 2011-12 was depreciated at 1/3 of its value being
full year depreciation, though it was put to use only for 7 months. This is also adjusted
while providing for depreciation for the financial year 2012-13.

On account of these adjustments relating to previous years the profit of the current year has
increased by Rs.39.80 lakhs

Details of movements relating to Provisions:

L.

II.

i)
i)

ii)

Income-Tax
Opening Balance Rs. 2092.14 lakhs
Additions for 2012-13 Rs. 1280.65 lakhs
Closing Balance Rs. 3372.79 lakhs
Provisions for doubtful Debts:
Opening Balance Rs. 7.53 lakhs
Less: Bad debts recovered Rs. 3.45 lakhs
Closing Balance Rs. 4.08 lakhs
Payments to the Statutory Auditors as :
Audit Fee Rs. 2.00 lakhs
Taxation matters Rs .0.50 lakhs
Other Services Rs. —Nil-
Service Tax Rs. 0.37 lakhs

iii)

Related party Disclosure:

a.Name of the related party: -Nil-
b.Nature of relationship: -Nil-
c.Transactions and value: -Nil-

Remuneration to the Managing Director:

Current Year Rs. 40.85 lakhs- (Previous Year Rs. 21.91 lakhs)
Figures have been rounded off to the nearest lakh with two decimals. Previous year figures have
been regrouped wherever necessary to confirm to the current year's classifications.

For and on behalf of the Board In accordance with out
report of even date attached
ARIVND SHRIVASTAVA L.V. NAGARAJAN for Philliopos & Co
Managing Director Chairman Firm Number 002650 S
C.A. CHANDRASHEKARAPPAC.P. ~ SHRIKANT B. VANAHALLI H.S.N. RAO
General Manager Executive Director (Finance) Company Secretary &  (C.H. SREEDHARAN)
(Finance & Accounts) Compliance Officer ~ Partner, Mem : No. 006281

Place : Bangalore
Date : 07-08-2013
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED

BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE
(Pursuant to Part-1V of Schedule-VI to the Companies Act ,1956)

I. Registration Details

Registration No. 3] 2] 0] 3]3] State Code

Balance Sheet Date [3[ 1] [o[3] [2]0]1]3]

1l. Capital raised during the year (Amount in Rs. Thousands)

Right Issue mn
Private Placement mn

Position of Mobilisation and Deployment of Funds (Amount in Rs. Thousands)

g
]

Public Issue

Bonus Issue

g
|

Total Liabilities EEEE Total Assests | 3| 9| 7| 1| 8| 8| 5|

Sources of Funds

Paid-up Capital [ 1] 2] 0[0] 0] Reserves & Surplus [1]1] 5] 1] 5] 0] 8]
Secured Loans EEEEE Unsecured Loans | O| 0| 2| 5| 3| 1| 9|
Deferred Tax Liability [o] o] o] 9]3]4]0] Non-Current Liabilities | 0[ 3] o] 9] 7] 8] 3]
Current Liabilities

Application of Funds

Net Fixed Assets Investment | 0| 0| 0| 0| 0| 0| 0|
Current Assets EEEBEE Non-Current Assets | 1| 3| 7| 5| 2| 3| 5|

IV. Performance of Company (Amount in Rs. Thousands)

Turn Over [1] 5] 4] 6][7]8][2] 9] 5] Total Expenditure [o] o] 6] 7] 7] 0] 4]0]
Profit Before Tax EEEEEE Profit After Tax | 0| 0| 3| 3| 9| 7| 5|7|
Earnings per share (Rs.) [0] 2] 8[3]1] Dividend @ % [ o] 2] 0]
V. General Names of Three Principal Products/Services of Company
Item Code No. mu
Product Description [([[ML] [B[E[E[R[ [ [sSP I RIT
For and on behalf of the Board In accordance with our

report of even date attached
For Phillipos & Co.,
Chartered Accountants

ARVIND SHRIVASTAVA L.V. NAGARAJAN Firm number: 002650 S
Managing Director Chairman
CA. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI H.S.N.RAO (C.H.SREEDHARAN)
General Manager Executive Director (Finance) Company Secretary & Partner
(Finance & Accounts) Compliance Officer Mem. No. 006281

Place: Bangalore
Date: 07-08-2013
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Of cers attending the concluding programme on IS/ISO 9001-2008

IS/ISO 9001-20083 23t1TLENS WA ATFIFE JEIPAL Fo3 Jzwon T[T AL STLIYT.
Brie» ng by the Management Representative on IS/IS09001-2008 Certi> cation
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Lighting the traditional lamp by Dr. Sandeep Dave, IAS, Managing Dtrector on the day of Kannada Rajyothsava
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Flag hoisted by the Managing Director on 15th August 2012 on Independence Day






