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Sri L.V. Nagarajan, IAS, Addl. Chief Secretary to Govt., Finance Dept., and Chairman, KSBCL, handing over
donation cheque of Rs. 2.50 crores to Hon’ble Chief Minister, Govt. of Karnataka, towards CM Relief Fund.
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Smt. Anita Pattanayak, IA & AS, Principal Accountant General (E & RSA), Karnataka addressing the International
Delegates of Audit & Accounts Services, during their exposure programme on KSBCL activities.
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Chairman, KSBCL & Additional Chief Secretary to Govt.,
Finance Department, Government of Karnataka
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Sri Ajay Seth, IAS
Director, KSBCL & Principal Secretary (B&R),
Finance Department, Government of Karnataka
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Sri M.E.Shivalingamurthy, IAS
Managing Director
(30.08.2011 to 27.01.2012)
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Sri I.M.Vittala Murthy
Managing Director
(16.05.2011 to 30.08.2011)
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Dr. Sandeep Dave, IAS
Managing Director
(from 27.01.2012)
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Sri Aravind Jannu, IAS
Director, KSBCL &

Excise Commissioner Karnataka
& ¥TROT KW, V.Q.Q%.,
ATEETTD, F.F.Q.2.0° &
FIOFEITH BTV SOIVTI

Sri B.R.Jayaramaraje Urs
Managing Director
(14.01.2011 to 02.05.2011)
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED
No.78, Seethalakshmi Towers, Mission Road, Bengaluru - 560 027

Notice is hereby given that the 9" Annual General Meeting of the Members of the Corporation will be
held as under:

No.CSL3-052 /09

DAY MONDAY
DATE  27-08-2012
TIME  12.30 p.m.

VENUE Registered Office
No.78,Mission Road
Bengaluru-560 027

to transact the following business:

Ordinary Business:

1. To receive, consider and adopt the Directors' Report, Audited Balance Sheet as on 31" March
2012 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.

By Order of the Board of Directors

Place: Bengaluru B.B.BIRADAR
Date: 21-8-2012 Company Secretary &

Compliance Officer
To,

1. TheMembers of the Corporation
2. Statutory Auditors

Note:

1. A member entitled to attend and vote is entitled to appoint a proxy to attend and vote on his behalf,
only on a poll. Such proxy need not be amember of the Corporation.

2. As per Section 619(2) of the Companies Act, the Comptroller and Auditor General of India will
appoint the auditors for the year ending 30.03.2013.

3. Consents of the share-holders for shorter notice under Sec.171 (2) of the Companies Act, 2005 has
been obtained.
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU

FIGURES AT A GLANCE
(Rs. in Crores)
SI.No. Particulars 2003-04 | 2004-05 | 2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12
1. | Sales turn-over 1307.00 | 2228.00 | 2976.00 | 3603.00 | 6381.00 | 8228.00 | 9653.00 | 11707.30 | 14,125.59
2. | Other Income 4.00 10.00 10.00 15.00 29.00 39.00 37.84 45.49 68.63
3. | Profit before tax 0.41 6.61 6.61 5.31 30.86 17.57 8.57 22.84 37.50
4. | Profit after tax 0.27 4.12 3.77 2.97 20.00 16.05 7.74 14.54 27.54
5. | Reserves and surplus 0.26 4.40 8.20 10.68 28.35 42.06 47.46 59.22 83.96
6. | Networth 2.26 6.40 10.20 12.68 30.35 44.06 49.46 71.22 95.96

7. | Revenue to Govt. of Karnataka 401.50 | 1252.00 | 1553.00 | 2119.00 | 3824.00 | 5363.00 | 6451.00 [ 7955.00 9212.56

8. | Finance cost 0.22 0.82 1.25 1.54 3.27 2.83 0.63 0.12 0.07
9. | Privilege fee 22.50 32.00 41.00 165.50 345.38 479.64 570.14 695.15 829.42
10. | Duty collected 379.00 | 1220.00 | 1512.00 | 1953.98 | 3478.70 | 4883.17 | 5881.30 | 7260.00 8383.14
11. | Dividend — — — 2.00 2.00 2.00 2.00 2.40 2.40
12. | Manpower (Nos.) 160 234 263 294 426 472 475 481 482
13. Annual Sales per employee 8.17 9.56 11.35 12.31 14.98 17.43 20.32 24.34 29.31
14. Admn. & Gen.expenses as a
% to sales turn over (%) 0.56 0.54 0.45 0.57 0.52 0.46 0.47 0.38 0.36
15. | IML Sales (in crores CBs) 0.70 1.13 1.43 1.57 3.25 3.66 3.90 4.63 4.95
16. Beer Sales (in Crore CBs) 0.74 0.88 1.14 1.21 1.43 1.54 1.42 1.84 2.12
17. Spirit Sales (in crore bulk ltrs.) 0.46 5.09 8.51 13.15 24.56 25.65 23.42 30.44 42.85
18. | Book value per share (%) 1130 3200 5100 6340 15000 22030 24729 5933* 7997*
(face value % 1,000 each)
19. | Earning per share (%) 133 2302 1887 1487 10002 8027 3870 1212* 2295%
(face value z 1,000 each)
20. MF investment including
opening balance - - - - 475.50 | 3924.40 3617.53 7693 9683
21. Composition of liquor sales

value during 2011-12 in qty (%) Whisky : 82.42, Rum :5.66, Brandy :8.89, Gin, Vodka, and Others : 3.03

22. Composition of total sales

value during 2011-2012 in (%) IML: 77.18 Beer: 12.96 Spirit : 9.86
23. Composition of spirit sales

Qty. during 2011-12 in (%) Local : 59.74 Export : 35.85 Import : 4.41
24 | Division-wise market share of IML Hospet : 13.27 Mangalore : 13.97 Mysore : 16.95

Products during 2011-12 in (%) Bengaluru : 33.54 Belgaum : 14.02 Gulbarga : 8.25
25 Segment - wise market share of top 20 Whisky : 67 Brandy : 85 Gin : 99

brands during 2011-12 in (%) Rum : 61 Vodka : 80 Beer : 85

* on increased share capital of ¥ 12.00 crores from ¥ 2.00 crores.
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED, BENGALURU
DIRECTORS’ REPORT 2011-12

1. On behalf of the Board of Directors of our
Corporation, I have immense pleasure in
presenting the 9" Annual Report of the
Corporation along with audited financial
statements for the financial year 2011-12.

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. Corporate Performance Highlights

During the year, the Corporation has scaled
further new heights and set several new bench
marks in terms of sales, privilege fees, effective
utilization of working capital and investment of
short term as well as long term surplus funds. The
highlights are as under:-

ghlig N

* Table-1 (% in Crores)
SLNo. | Particulars 2011-12| 2010-11| 2009-10
A. | Sales turn-over 14125.59|11707.30| 9653.21
B. [Revenue from Operations | 850.38| 719.24| 589.62
C. | Other income 68.63 4549 37.84
D. | Privilege fee to Govern-
ment of Karnataka 829.42 695.15| 570.14
E. |Finance Charges 0.07 0.12 0.63
F. | Net Profit after tax 27.54 14.54 7.74
G. |Dividend 2.40 2.40 2.00
H. | Reserves and surpuls 83.96 59.22| 47.46
I. |Paid up share capital 12.00 12.00 2.00

4. Share Capital

The total issued, subscribed and paid up share
capital continued to be at X.12.00 crores consist-
ingof1,20,000 equity shares of X 1,000 each.

5. Finance

The secured loans availed by the Corporation
stood at “NIL”. The amount of unsecured loan
borrowed from Government of Karnataka
continued to be at¥ 2.53 crores.

6. Revenues from Operations

The Corporation earned Revenues from
Operations amounting to I 850.38 crores an
increase of 18.23% over the previous year. The
break up of sales in quantity and value terms were
asunder:-
Table-2 Quantitative Sales
(in crore CBs)

SL.No Particulars 2011-12 | 2010-11 | 2009-10
A. |IML (Indian made Liquor) 4.95 4.63 3.90
B. |Beer 2.12 1.84 1.42
C. | Spirit* 42.85 30.44 23.42

*in crore bulk liters

Table-3 Sales Value

(Rs. in crores)

SI1.No Particulars 2011-12 | 2010-11 | 2009-10
A. |IML (Indian made Liquor)

and Beer 12733.31 [10789.97 | 8849.70

B. | Spirit 1392.28 | 917.33| 803.52

Total 14125.59 |11707.30 | 9653.22

*in crore bulk liters

7. Liquor Segment

During 2011-12, in value terms, IML segment
constituted 77.18 % (previous year 79.35%) of the
total sales turn-over, while beer segment
constituted 12.96 % (previous year 12.82%) of the
total sales turn-over, whereas, spirit constituted
9.85 % (previous year 7.83%) of the total sales
turn-over.

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

Table-4 : IML Sales
Qty* in crore CBs/Value** X in crores

Quantity* Value**
Particulars

201112 | 2010-11 | 2011-12 | 2010-11
Whisky 4.08 3.82 | 8641.62| 7347.84
Rum 0.28 0.31 674.99| 678.96
Brandy 0.44 0.37 | 1179.19| 921.07
Gin, Vodka & Others 0.15 0.13 406.43| 341.37
Total 4.95 4.63 | 10,902.23 | 9289.24

8. Division wise market share of
IML Products

During 2011-12, the division wise market share
(in quantity terms) were as under:
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Table-5

SL . Market Share (in %)
Division

No. 2011-12 2010-11
1. | Bengaluru 33.54 33.75

2. | Belgaum 14.02 13.23

3. | Gulbarga 8.25 8.40

4. | Hospet 13.27 13.85

5. | Mangalore 13.97 13.69

6. | Mysore 16.95 17.08

TOTAL 100 100

9. Division-wise market share of Beer

During 2011-12, the division wise market share
(in quantity terms) were as under:

Table - 6
SL . Market Share (in %)
Division

No. 2011-12 2010-11
1. | Bengaluru 40.28 40.15

2. | Belgaum 13.62 12.79

3. | Gulbarga 10.76 10.86

4. | Hospet 10.27 11.71

5. | Mangalore 15.15 14.56

6. | Mysore 9.92 9.93

TOTAL 100 100

10. Market Share of Top 20 Brands

The details of market share of top 20 brands, in
their respective segments, during 2011-12,
were asunder :-

Table- 7

(in %)

Product Market Share| Product Market Share
Whisky 67 Brandy 85
Rum 61 Gin 99
Beer 85 Vodka 80

11. Spirit Segment

The details of local sales, export sales, imports
(both in quantity and value) capacity utilization
and average yield are furnished hereunder:

Table-8 : Spirit Sales (Quantity)
(in Crore bulk liters)

. % of increase|
Particulars 2011-12 | 2010-11| 2009-10 | jn2011-12
over 2010-11
Local sales 25.60 20.21 17.55 26.67
Export sales 15.36 7.78 3.68 97.43
Import 1.89 2.45 2.19 (-)23
Total 42.85 30.44 23.42 40.77

Table-9 : Spirit Sales (Value)

(Rs. in Crores)

% of increase
Particulars 2011-12 | 2010-11| 2009-10 | jn2011-12
over 2010-11
Local sales 794.08 590.99| 585.67 34.36
Export sales 503.56 22583 | 124.62 123.00
Import 94.65 100.51 93.18 (-) 6.0
Total 1392.29 917.33| 803.47 51.78

Table-10 : Capacity utilization

Particulars 2011-12 | 2010-11 | 2009-10
Installed Capacity 50.35 39.33 37.66
Utilization in %
Production Days in % 79.64 58.59 49.39
Table-11 : Average Yield
Particulars 2011-12 | 2010-11 | 2009-10
Average yield per metric ton
of molasses 261.24 259.08 | 260.83

12. Financial Results

After paying the privilege fee of X 829.42 crores
to Government of Karnataka and meeting all
other expenses, during the year 2011-12, the
Corporation earned an amount of I 37.51 crores
as profit before tax. The profit after tax, was
% 27.54 crores. The comparison of the profits over
the previous year were as under:-

Table-12 )
(Rs. in Crores)
S1.No. Particulars 2011-12 2010-11
a. Profit before tax 37.51 22.85
Less Tax 9.97 8.31
Profit after tax 27.54 14.54

13. Reserves and surplus

You will be glad to note that the cumulative
reserves and surplus as on 31.03.2012 were at
X 83.96 crores. The reservers are 7 times of paid up
share capital of the Corporation.

14. Major Achievements

The major achievements of the Corporation
during the year were:-

i.  Al-time-high payment of privilege fee of
% 829.42 crores

All-time-high earning of interest on FD
amounting to X 44.08 crores (Previous year
%29.27 crores)
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iii. Record earning of dividend income X 7.71
crores (previous year < 3.05 crores).

iv. Decrease in finance charges to I 6.94 lakhs
from X 11.51 lakhs (a decrease of 39.71%
over the previous year)

v. Securedloans “NIL”,

vi. Total earning of other income of I 68.63
crores (previous year < 45.49 crores)

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. In respect of the amount meant
for payment of privilege fee to Government of
Karnataka, the Corporation invested in fixed
deposits of scheduled banks.

During the year under review, the particulars of
investments in, and redemptions from, fixed
deposits and mutual funds respectively were as
under :-

Table-13

 in Crores)
Particulars Invested Matured/ |Balance as on
(including open-| redeemed 31.3.2012
ing balance)
Fixed Deposits 829 699 130
Mutual funds 9683 9498 185%*

(*Since redeemed)

16. Other Income

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 :

17. Dividend

Your Directors recommended a dividend of 20%
for the year under review on the expanded share
capital of X 12.00 crores (as in the case of
previous year).

18. Key ratios

The key ratios achieved by the Corporation were
as per Table-15.

Table-15

(Key ratios)
Sl.No. Particulars 2011-12 2010-11
A. | Earning per share (Rs.) 2295 1212.00
B. | Book value per share (Rs.) 7997 5933.33

19. Contribution to public exchequer

During the year under review, the Corporation
contributed a sum of I 9222.53 crores to the

exchequer of Central and State Government as
furnished in Table-16.

Table-16 : Contribution to Public Exchequer

(® in Crores)
S1.No. Particulars 2011-12 2010-11
a. | Privilege fee paid 829.42 695.15
.| Duty collected 8383.14 7259.76
c. | Corporate Tax 9.97 8.31
Total 9222.53 7963.22

20. Human Capital
As on 31.03.2012, the total man-power of the

Table-14 ® in Crores) Corporation stood at 482. The break up of man
SLNo. Particulars 2011-12 2010-11 power was as under:-
A. Income from fixed Table-17
deposit & mutual funds
a. Fixed deposit 44.08 29.27 a. Officers and non-officers (in Nos.)
b. Dividend from 7.71 3.05 Particulars Officers |Non-Officers Total
mutual fund Deputed 86 349 435
Total (A) 51.79 32.32 Contract 08 39 47
B. | Income from other Total 94 388 482
SOUrces :
a. Demurrage feeds 5.05 4.53 b. Male & Female employees (in Nos.)
b. Interest from others 8.41 6.85
c. Others 338 178 Particulars Male Female Total
Deputed 423 12 435
Total (B) 16.84 13.16 Contract 2 18 47
Grand Total (A) + (B) 68.63 45.48 Total 452 30 482
N
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21. Employer — Employee Relation

We are happy to inform you that the employer-
employee relation in the Corporation continued to
be peaceful, cordial and harmonious.

22. Human Resource Development

The Corporation continued to give thrust for
training and development of the employees. The
Corporation imparted training equivalent to 393
man days as against MoU (Memorandum of
Understanding) target of 146 man days. The
coverage of training included the following:-

Managerial Skills for Business Excellence through
Operational Efficiences productivity

Financial Management for Leveraging Human
Non-Financial Executives Physocology for

Peformance Excellence

RTI Act, 2005 Productivity Enhancement
through Loss Management

Transparency and Ethics in Planning for Self Sustainable

Management Growth

Art of Effective Leadership Selection and Effective use of
Consultancy

Productivity Through Motivational Methodologies

Management of Waste for Performance

Optimizing Resources for Competences for Enhancing

Competitive Advances Managerial Efficiencies/
Effectiveness

23. Training for Public Information Officers

Training for Public Information Offices is
essential. This enables them to perform
effectively. Accordingly, all the 90 Public
Information Officers have been trained for 2 days
covering all aspects under RTI Act 2005, at
Administrative Training Institute, Mysore. Total
man-days involved were 180.

24. Up-gradation and Modernization of
Information Technology Section

The Corporation had a dedicated server to handle
the oracle database at the Head Office and was
installed long back to take care of the application
database requirement envisaged at that time. Due
to significant increase in business of the
Corporation over the years, the database size has
increased considerably. The old dedicated server
was not in a position to handle the increased data
size. Therefore a new dedicated server was
installed with higher hardware configuration to
take care of the increased database to support the
application in a smooth manner.

Consequent to purchase of the new server, the
Corporation up-graded its database from Oracle
10g to Oracle 11g. The Oracle 11g database is
capable of handling the huge data size which is not
available in the Oracle 10g. This product supports
the latest technology and data security level is also
high.

To secure the valuable data, hardwares, the
Corporation has installed a new UTM (Unified
Threat Management) device. This UTM is having
features to protect the database, web applications,
systems, network components from virus,
hacking, spams etc.,

The server room was having one dedicated 10
KVA UPS and was able to support max 2-3 hrs of
power backup. In case power failure for than two
hours, then there were problems of abrupt
shutdown of server, non availability of proper
cooling to the servers, resulting in data loss, data
miss -map and warranted frequent manual
intervention to keep the server up. Many man days
were lost in this work. Now, the Corporation has
installed one dedicated DG set to ensure
continuous power supply to the server room
resulting in continuous business process. With this
dedicated DG set, the Corporation is in a better
position to provide un-interrupted and timely
service to our business associates like
retailer/distilleries.

The Corporation was having desktops which were
6 to 9 years old. These old desktops were not able
to provide effective service as they were very old
and slow. There were frequent failures in
hardwares. The Corporation was unable to get
AMC (Annual Maintenance Contract) for these
systems due to non availability of spares as the
components were obsolete. The old desktops were
not in a position to support the present day
Corporations business requirements. In view of
this, the Corporation has procured and installed
215 desktops to IML Depots, RS Depots and to the
Head Office.

With continuous persuasion and with no
additional cost, the Corporation got enhanced the
Internet Bandwidth from 2mbps to 6mbps from
BSNL.

At present, there is only one Server located at the
Registered Office of the Corporation. To have the
better data safety and to provide un interrupted
business process and data recovery management,
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a secondary server to work as disaster recovery
site would be established in the State Data Centre,
Government of Karnataka. In this regard, the
required clearance has been obtained.

The Corporation’s Website has been revamped by
giving re-look to it.

25. 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, are furnished in
Annexure-1.

26. Meetings

During the year 2011-12, the Corporation held 04
Board meetings. The 8th Annual General Meeting
of'the Corporation was held on 25.08.2011.

27. Board of Directors

Government of Karnataka appointed Dr.Sandeep
Dave, IAS, as Managing Director of the Corpora-
tion w.e.f27.01.12. The particulars of changes on
the Board were as under:-

SIL. Name Appointed Ceased
No. Sriyuths: w.e.f. w.e.f.

a. | M.E. Shivalingamurthy 30.08.2011 |27.01.2012
Managing Director

b. | LM. Vittala Murthy 16.05.2011 | 30.08.2011
Managing Director
c. | B.R.Jayaramaraje Urs 14.01.2011 | 02.05.2011

Managing Director

The Board placed on record about the contribution
made, by Sri.M.E.Shivalingamurthy, Sri. .M.
Vittala Murthy and Sri B.R. Jayaramaraje Urs
during their tenure as Managing Directors of the
Corporation.

28. 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)
ofthe Companies Act, 1956:

That, in the preparation of the annual accounts for
the year ended 31st March 2012, the applicable
accounting standards have been followed along

with proper explanation relating to material
departures, if any.

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
31st March, 2012 and of the profit of the
Corporation for that year.

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.

That the annual accounts for the year ended 31st
March 2012 have been prepared on a going
concern basis.

29. Corporate Governance

A report of Corporate Governance is annexed to
this report as Annexure-2.

30. Particulars of employees pursuant to
Sec.217 (2A) of the Companies Act, 1956

None of the employees of the Corporation
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.

31. 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.

32. Right to Information

The Corporation is the public authority under
Sec.2 (h) of Right to Information Act, 2005.

As per office Memorandum No.4/10/2011-IR dt:
18/05/2011 of Ministry of Personnel, Public
Grievances & Pensions, Department of Personnel
& Training, Government of India forwarded by
the Under Secretary to Government, Finance
Department, Bangalore vide letter zoz3; DE101
zzop 2011 Dt: 27.7.2011, Government companies

are required to include in their Annual Report a
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separate chapter on the implementation of the RTI
Act 2005. The chapter, among others, to include
the information on the number of RTT application
received and disposed off during the year. This is
to be ensured for Annual Reports for the year
2011-12 onwards.

The Corporation has already included a separate
chapter in the previous Annual Report (Directors’
Report) i.e. for 2010-11 on the implementation of
RTI Act containing the information on
applications received, disposed off and pending as
on 31-03-2011. Similar chapter is included in the
Annual Report for2011-12.

To speed up the supply of information / reply to the
applicants under RTI Act, the Corporation
decentralized the whole process by appointing 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 to the nearest PIO/Depot Mangers. Thereby,
the applicants get their reply / information from
PIOs with least delay. The Corporation also
revised the information in its web site u/s 4(1) (a)
& 4(1)(b) of RTT Act, 2005.

The status of applications received seeking
information under RTI Act and appeals received
during 2011-12 are furnished here under:-

A. Applications received seeking information

SI1.No Particulars No.

i. | No. of applications pending at the the Nil
beginning of the year

ii. | No. of applications received seeking information| 51
iii. | No. of applications disposed off during the year | 51

iv. | No. of applications pending for disposal at the Nil
end of the year

B. Appeals

SI.No. Particulars No.

i. No. of appeals pending at the Nil
beginning of the year

i No. of appeals received during the year 01
iii. | No. of appeals disposed off during the year 01
iv. | 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 2011-12 of RTI Commission has been
furnished to them in Form I, I1, 11 & I'V.
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33. ‘Nil’ Comments of the Comptroller
and 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 31st March 2012.

34. 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 2011-12. The notes on
the accounts referred to in the Auditors’ Report are
self explanatory and do not call for any further
comments.

35. 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 Ramraj
& Co., 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 atall levels.

Your Directors also place on record the continued
support extended by the media for publicity and
creating awareness among the general public.

For and on behalf of the Board,

Bengaluru L.V.Nagarajan
Date: 16.8.2012 Chairman
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Annexure-1

Annexure to the Directors’ Report under the Companies
(Disclosure of particulars in the report of Board of Directors) Rules, 1988

a.  Conservation of energy

The Corporation, being a trading concern, is consuming power for the purpose of office use only.

b.  Technology absorption

The Corporation, being a trading concern, has not availed any technology from any one.

c¢.  Foreign Exchange earnings and outgo

During the year 2011-12, the Corporation neither utilized nor earned any foreign exchange.
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Annexure-2

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 in the over all
interest of its stake holders including share holders, lenders, government and others.

2. Board of Directors:

a) As on 31.03.12, 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 Departments.

b) The profile of the Directors is furnished here under :-

Sri L.V.Nagarajan, IAS

Sri.L.V.Nagarajan, IAS, 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) and is presently presently Additional Chief Secretary to Government, Finance
Department, Government of Karnataka. 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 a record
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
inraising over < 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 present project was conceived.

Sri 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 is currently working as Principal Secretary (Budget and Resources) in Government of
Karnataka.

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 is currently
working 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
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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.

Sri Aravind Jannu, IAS

Sri.Aravind Jannu is an Officer of the Indian Administrative Service, working with Government of
Karnataka. Currently, he is 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 33 years in Public Administration.

Sri I.M.Vittala Murthy

Sri. .M. Vittala Murthy, completed his Master degree in Economics (with distinction) from Bangalore
University. He belongs to the 1986 batch of the Indian Administrative Service. Sri.Vittala Murthy has
worked in different departments / companies of Government of Karnataka, such as Commissioner of
Tourism & Managing Director, KSTDC, Commissioner for Transport, Transport department, Secretary to
Government (Ecology & Environment), Forest, Ecology and Environment department, Managing
Director, KSIIDC, Secretary to Government, Kannada & Culture, Information & Tourism department;
Managing Director, MSIL; Secretary to Government, Youth services and Sports; Principal Secretary to
Government, Health & Family Welfare Department; Medical Education. During his tenure, as Managing
Director, MSIL, he organized two major national Art Camps at Chikkamagalore and Hampi. Scouted out
the talents in the children by conducting Nityotsava for promoting Kannada poetry and rural talent.
Sri.Vittala Murthy is lover of art, literature, theatre, music & cinema and has been supporting the cause of
promotion of art and culture.

Sri M.E.Shivalingamurthy, IAS

Sri.Shivalinga Murthy, IAS, belongs to 1998 batch of Indian Administrative Service. He has Master
Degree in Chemistry. He started his career as Lecturer, in National College, Bengaluru. Sri.Shivalinga
Murthy, was the Managing Director of the Corporation. Prior to this, he held positions such as Additional
Commissioner, Commercial Taxes, Director, Mines & Geology, Chief Executive Officer, Zilla Panchayat,
Belgaum, Deputy Commissioner, Belgaum District, Director, Women & Child Development. At present
Sri.M.E.Shivalinga Murthy is Additional Secretary to Govt. DPAR (Janaspandana).

Sri B.R.Jayaramaraje Urs

Sri.B.R.Jayaramaraje Urs, IAS, completed his Master degree in political science during 1975 from
Bangalore University. He joined Indian Administrative Service during 1989. During his service, among
other posts, he held the posts of Director, Department of Women & Child Welfare, Managing Director,
Karnataka State Financial Corporation, Managing Director, Karnataka State Co-operative Marketing
Federation Ltd., Special Commissioner (Administration), Bruhat Bangalore Mahanagara Palike,
Secretary to Government, Department of Kannada and Culture & Information, Managing Director,
Karnataka Public Lands Corporation Ltd. & Ex-officio Revenue Secretary to Government, Managing
Director of Karnataka State Beverages Corporation Ltd., Bangalore. Presently, he is serving as
Ombudsman at KERC, Bangalore

3. Board Meetings
a) Duringtheyear2011-12, four meetings were held on25.06.2011,25.08.11,23.12.11 and 05.03.2012

b) Constitution of Board of Directors and related information:
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Details of Directors

. No. of outside
No. of Attendance No. of Outside .
Name : . Board committee
Date og Appt%intment Category Meeltgiﬁzrsdwith (S’;tl:s(: f/T'\GGI\I/\I/I : Dlrzcstg;shlp ch?mbership /
(Sriyuths) B 25.08.2011) 31032012 | Chairman as on
L.V. Nagarajan, [IAS Chairman 4/4 Yes 13 1
Ajay Seth, IAS Non-Execu- 4/4 Yes 08 -
tive Director
Dr. Sandeep Dave, IAS Managing 171 NA - -
27.01.2012 Director
Aravind Jannu, IAS Non-Execu- 3/4 Yes - -
tive Director
M.E. Shivalingamurthy, IAS| Managing 11 NA - -
(30.08.2011 to 27.01.2012) | Director
[.M. Vittala Murthy Managing 1/1 Yes - -
(16.05.2011 to 30.08.2011) | Director
Jayaramaraje Urs Managing 11 NA 1 -
(14.1.2011 t0 2.5.2011) 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 entered in the minute’s book within 30 days from the conclusion of the meeting.

6. Post meeting follow up mechanism

The important decisions taken at the Board meeting are communicated to the department / sections
promptly. Action taken report on the decisions of the previous meetings is placed at the immediately
succeeding meeting of the Board for noting by the Board.

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 there to. 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 on the day of AGM itself.

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 2011-12 was as follows:
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a.  Dr.Sandeep Dave, Managing Director
(From 27.01.2012 to 31.03.2012)

b.  Sri Jayaramaraje Urs, Managing Director
(From 1.4.2011 to 2.5.2011)

c.  Sri M.E.Shivalingamurthy, Managing Director
(From 30.8.2011 to 27.01.2012)

Part time Directors are not paid any remuneration except sitting fee paid for attending the Board meetings

Rs. 21.91 lakhs

B>

which are as under:
S1.No. Name (S)fit;luetlll)s irector Sitting fee paid (%)
1. L.V. Nagarajan, IAS 3000
2. Ajay Seth, IAS 3000
3. Aravind Jannu, IAS 2000

11. Annual General Meetings

a. Annual General Meetings were held as under :

Year Date of Meeting Time Venue
2007-08 28.06.2008 10.30 am Registered Office
2008-09 29.08.2009 11.00 am Registered Office
2009-10 06.08.2010 11.30 am Chamber of the Principal Secretary
Finance Department, Vidhana Soudha, Bangalore
2010-11 25.08.2011 12.00 pm -do -

b. No special resolutions were taken up in the last 04 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, Seethalakshmi Towers,
Mission Road,
Bengaluru-560 027

Place: Bengaluru
Date: 16.8.2012

Signature to Annexure-1 & Annexure-2

L.V.Nagarajan

Chairman
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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 2012.

The preparation of financial statements of Karnataka State Beverages Corporation
Limited, Bangalore for the year ended 31 March 2012 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: 30 June 2012.

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 2012. 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 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 & Auditor General of India

ANITA PATTANAYAK
PR.ACCOUNTANT GENERAL
(ECONOMIC & REVENUE SECTOR AUDIT)
KARNATAKA, BANGALORE

BANGALORE
DATED: 9 AUGUST 2012
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CHARTERED ACCOUNTANTS

PHILLIPOS & Co. BSNL :(080) 25467223, 25467224
P.B. No. 534, No. 47, M-Floor AIRTEL : (080) 41251474
Wheeler Road, Cox Town E-mail : phiIIipos_@vsnI.net
Bangalore - 560 005 url : www.phillipos.com

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 2012, 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. Asrequired 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 of the 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
beliefwere necessary for the purpose of our audit:

b) Inour 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:

¢) 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) of
section 211 of the 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 Affairs.

f) Inthe 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 ofsection227(3)(g) of the Companies Act,1956:
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5.

6.

Attention is drawn to the following:

1)

2)

3)

4)

Note No. 4 of Notes on Accounts [ Note No.30(Il) | 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.

Other long term liabilities' in the Balance Sheet Includes, Unadjusted amount of ¥ 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.

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.

Note No. 1 of Notes on Accounts [Note No.30 (II)] pertaining to Claims against the
Corporation not acknowledged as debt 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.

Subject to our observations in paragraph (5) above, in our opinion and to the best of our information
and according to the explanation 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:

1.

11.

1il.

In the case of the Balance Sheet, of the state of affairs of the Corporation as at 31" March
2012;

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.
Chartered Accountants
Firm Reg. N0.002650S

C.H.Sreedharan
Partner
Mem. No. 006281

Place: Bangalore
Date: 30.06.2012
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Annexure to Auditors' Report for the year ended 31.03.2012

Referred in paragraph 3 of our report of even date

1.

Inrespect of'its fixed assets:

a. The company is maintaining proper books of records showing full particulars, including
quantitative 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. Inouropinion, the company has not disposed off any substantial part of its fixed assets during the
year and the going concern status of the corporation is not affected.

Inrespect of its inventories:

a. Asexplained 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 procedures 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.

In respect of loans, secured or unsecured, granted or taken by the company to/from companies,
firm or other parities 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 (ii1)b to (iii)d of paragraph 4 of order are
notapplicable.

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)f and (iii)g of paragraph 4 of the order
are not applicable.

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.

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)b of paragraph 4 of the order are not
applicable.
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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 (VI) of paragraph 4 of the order are
notapplicable to the company.

7. In our opinion, the company has an internal audit system commensurate with size and nature of its
business. However it should be strengthened by increasing the scope of internal audit which
should include auditors getting direct confirmation of balances from customers, suppliers,
banks & financial institutions, reconciliation of accounts, verification of management
information reports and verification and reporting of damaged products at depots.

8. 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. Inrespectofstatutory 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 31% March
2012 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(A) 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:

S1.No. Name of the statute | Nature of Dues Amount Period to which Forum where pending
(Rs. in Lakhs) the amount
relates
1. Finance Act Service Act 165.48 2006-07 Supreme Court of India
2. Finance Act Service Act 1132.53 2003-04 to Addl. Director Gen. of Central Excise
2005-06 Intelligence
3. Finance Act Service Act 4125.53 04/2006 to Addl. Director Gen. of Central Excise
09/2007 Intelligence
4. Finance Act Service Act 324.89 10/2007 to Commissioner of Service Tax
09/2008
5. Finance Act Service Act 2847.02 10/2008 to Commissioner of Service Tax
09/2009
6. Finance Act Service Act 4322.08 10/2009 to Commissioner of Service Tax
09/2009
7. Finance Act Service Act 2086.77 10/2010 to Commissioner of Service Tax
09/2011
8. Income Tax Act 6.65 2003-04 High Court of Karnataka, Bangalore
9. Income Tax Act 21591.00 2008-9 Commissioner of Income Tax
Appeals - |
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11.

12.

13.

14.

15.

16.

17.

18.

19.
20.

21.

Place: Bangalore
Date: 30.06.2012

B>

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 preceding 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.

The company has not made any preferential allotment of shares to parties and companies covered in
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.
The company has not raised any monies by way of public issues during the year.
In our 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.No0.002650S

C.H.Sreedharan
Partner
Mem.No0.006281
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C KARNATAKA STATE BEVERAGES CORPORATION LTD.

BALANCE SHEET AS AT 31ST MARCH 2012

(Rs. in Lakhs)

Particulars Note As at enfl of cul:rent As at en(! of preyious
No. reporting period 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 8,396.44 5,921.79
(c) Money received against share warrants - -
Sub-Total 9,596.44 7,121.79
(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 44.74 35.07
(c) Other long term liabilities 4 1,008.68 1,004.32
(d) Long-term provisions 5 1,105.03 1,105.03
Sub-Total 2,411.64 2,397.61
(4) Current Liabilities
(a) Short- term borrowings 6a - -
(b) Trade payables 6b 37,973.38 22,531.14
(c) Other current liabilities 7 2,167.07 2,051.24
(d) Short -term provisions 8 1,785.40 776.07
Sub-Total 41,925.85 25,358.45
TOTAL 53,933.93 34,877.85
II. ASSETS
(1) Non - current assets
(a) Fixed Assets
(i) Tangible assets 9 (i) 2,695.97 2,614.22
(i1) Intangible assets 9 (i1) 38.63 -
(iii) Capital -work- in- progress 10 (i) 16.31 491
(iv) Intangible assets under development 10 (ii) - -
Sub-Total 2,750.91 2,619.13
(b) Non - current investments 11 - -
(c) Deferred tax assets (Net) 3¢ - -
(d) Long term loans and advances 12 266.53 328.74
(e) Other non- current assets 13 5,391.80 2,394.28
Sub-Total 5,658.33 2,723.02
(2) Current Assets
(a) Current Investments 14 18,455.47 5,667.56
(b) Inventories 15 - -
(¢) Trade receivables 16 5,451.48 5,326.90
(d) Cash and cash equivalents 17 21,056.88 17,910.71
(e) Short-term loans and advances 18 18.64 93.17
(f) Other current assets 19 542.22 537.36
Sub-Total 45,524.69 29,535.70
TOTAL 53,933.93 34.877.85
The notes attached form an integral part of the Balance Sheet
In accordance with our
For and on behalf of the Board Report of even date attached
For Phillipos & Co.,
Dr. SANDEEP DAVE L.V. NAGARAJAN Chartered Accountants

Managing Director Chairman

CA. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI B.B. BIRADAR
General Manager Executive Director Company Secretary &
(Finance & Accounts) (Finance) Compliance Officer

Firm number : 002650 S

C.H. SREEDHARAN
Partner
Mem. No. 006281
Place : Bangalore
Date : 30" June, 2012
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KARNATAKA STATE BEVERAGES CORPORATION LTD. C

PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31st MARCH 2012

(Rs. in Lakhs)

Particulars 1;1\10(:.6 Reposri;;e;iriod Rep(ﬁ'l;(;l‘;:goll:feriod
Rs. Rs. Rs. Rs.

L. Revenue from Operations 22 | 85,037.88 71,924.30
II.  Other Income 23 6,862.60 4,548.52
III. Total revenue (I + 1II) 91,900.48 76,472.82
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 expense 26 3,479.19 3,159.96

Finance costs 27 6.94 11.51

Depreciation and amortization expense 9 117.78 102.11

Other expenses 28 1,623.34 1,338.28

Privilege Fee paid to Government of Karnataka 82,941.59 69,514.70

Prior period items 29 (18.73) 61.83

Total Expenses 88,150.11 74,188.39

V  Profit/(Loss) before exceptional and

extraordinary items and tax (III-1V) 3,750.37 2,284.43
VI Exceptional Items - -
VII Profit/(Loss) before extraordinary

items and tax (V-VI) 3,750.37 2,284.43
VIII Extraordinary Items - -
IX Profit before tax (VII-VIII) 3,750.37 2,284.43
X  Tax expense:

(1) Current tax 987.12 829.82

(2) Deferred tax 9.67 996.79 0.73 830.55
XI Profit/(Loss) for the period from

continuing operations (IX-X) 2,753.58 1,453.88
XII Profit/(loss) from discontinuing operations - -
XIII Tax expense of discontinuing operations - -
XIV Profit/(loss) from discontinuing

operations (after tax) (XII-XIIT) - -
XV  Profit/(Loss) for the period (XI + XIV) 2,753.58 1,453.88
XVI Earnings per equity share:

(1) Basic - -

(2) Diluted 2295.00 1212.00

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

For and on behalf of the Board

Dr. SANDEEP DAVE
Managing Director

L.V. NAGARAJAN
Chairman

CA. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI
General Manager Executive Director
(Finance & Accounts) (Finance)

B.B. BIRADAR
Company Secretary &
Compliance Officer

In accordance with our
Report of even date attached
For Phillipos & Co.,
Chartered Accountants
Firm number : 002650 S

C.H. SREEDHARAN
Partner
Mem. No. 006281
Place : Bangalore
Date : 30" June, 2012
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KARNATAKA STATE BEVERAGES CORPORATION LTD.

CASH FLOW STATEMENT FOR THE YEAR 2011-12 (Rs. in Lakhs)
PARTICULARS Current Reporting Period |Previous Reporting Period
Rs. Rs. Rs. Rs.
1. Cash flows from operating activities

Profit before taxation 3,750.37 2,284.44

Adjustments for:

Depreciation and amortization expense 117.78 102.11

Foreign exchange loss/(gain) - -

(Profit) / Loss on Sale of Assets - (1.32)

Interest received (5,248.44) (3,612.55)

Dividends received (770.77) (305.17)

Interest expenses 6.94 (5,894.49) 11.51 (3,805.42)

Operating Profit before Working Capital changes (2,144.12) (1,520.98)

(Increase)/ decrease in trade and other receivables (124.58) (3,983.44)

(Increase)/ decrease in Loans & Advances 74.53 -

(Increase)/ decrease in Other Current Assets (4.86) 781.93

(Increase)/ decrease in inventories - -

Increase/ (decrease) in trade payables 15,442.24 9,632.67

Increase/ (decrease) in Short Provisions 12.54 -

Increase/ (decrease) in Other Current Liabilities 115.83 15,515.70 6,431.16

Net cash from operating activities 13,371.58 4,910.18
2. Cash flows from investing activities

Purchase of property, plant and equipment (227.59) (161.39)

Proceeds from sale of property, plant and equipment 0.03 0.26

Purchase of investments (12,787.91) (4,667.56)

Proceeds from sale of investments -

Advances for Capital Work-in-Progress (11.40) 4.91)

Long term Loans & Advances 62.21 -

Other Current Assets (2,997.52) -

Interest received 5,248.44 3,612.55

Dividend received 770.77 305.17

Net cash from investing activities (9,942.97) (915.88)
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 of finance lease obligation - -

Repayment of long term borrowings - -

Repayment of short term borrowings -

Repayment of finance lease obligation - -

Interest paid (6.94) (11.51)

Dividend paid (279.86) (233.99)

Net cash from financing activities (282.44) (245.50)
Net increase/(decrease) in cash and cash equivalents (1+2+3) 3,146.17 3,748.80
Cash and cash equivalents at beginning of reporting period 17,910.71 14,161.91
Cash and cash equivalents at end of reporting period 21,056.88 17,910.71
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 8,056.88 5,910.71
Short term investments 13,000.00 12,000.00
Cash and cash equivalents as reported 21,056.88 17,910.71
Effect on exchange rate changes - -
Cash and cash equivalents as restated 21,056.88 17,910.71

In accordance with our

For and on behalf of the Board Report of even date attached

For Phillipos & Co.,
Dl‘. SANDEEP DAVE L.‘]. NAGARAJAN Chartered Accountants
Managing Director Chairman Firm number : 002650 S
CA. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI B.B. BIRADAR C.H. SREEDHARAN
General Manager Executive Director Company Secretary & Partner
(Finance & Accounts) (Finance) Compliance Officer Mem. No. 006281

Place : Bangalore
Date : 30" June, 2012
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C KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF BALANCE SHEET

Particulars

As at end of current
reporting period
31.03.2012

As at end of previous
reporting period
31.03.2011

Number

Rs. in Lakhs

Number

Rs. in Lakhs

1. SHARE CAPITAL

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

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

120,000

120,000

120,000

1,200.00

1,200.00

1,200.00

1,200.00

120,000

120,000

120,000

120,000

1,200.00

1,200.00

1,200.00

1,200.00

I1I.

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

Particulars of equity share holders holding more

than 5% of the total number of equity
share capital:

a. Governor of Karnataka

Total

Face value

1000

No. of

shares held

119,500
119,500

Rs.

119500000 -
119500000 -




KARNATAKA STATE BEVERAGES CORPORATION LTD. C

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of current As at end of previous
Particulars reporting period reporting period
31.03.2012 31.03.2011
2. RESERVES & SURPLUS
a) Capital Reserve 2.04 2.04
b) General Reserve
Opening Balance of Reserves 1651.52 1506.13
Add:- Transferred during the year 275.36 145.39
Sub-Total 1926.88 1651.52
c) Surplus
Opening Balance of Surplus 4268.23 3239.60
Add:- Transferred during the year 2478.22 1028.63
6746.45 4268.23
Less:- Proposed Dividend 240.00 -
Less:- Tax on Dividend 38.93 -
Sub-Total 6467.52 4268.23
Total (a+b+c) 8396.44 5921.79
3. NON-CURRENT LIABILITIES Rs. in Lakhs
As at end of current | As at end of previous
reporting period reporting period
31.03.2012 31.03.2011
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:
bl On account of depreciation on fixed assets 44.74 35.07
b2  On account of timing differences in
recognition of expenditure - -
3 b  Total Deferred Tax Liability (1+2) 44.74 35.07
3 ¢ Deferred tax asset:
cl  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 ¢ Total Deferred Tax Asset (1+2+3) - -
Net Deferred tax (liability)/asset 44.74 35.07
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é KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of current | As at end of previous
Particulars reporting period reporting period
31.03.2012 31.03.2011
4. Other Long term liabilities
a) Trade Payables - -
Un-adjusted Amount 1,004.32 1,004.32
b) Others
Payable to Banks 4.36 -
TOTAL 1,008.68 1,004.32
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
TOTAL 1,105.03 1,105.03
Short term Borrowings
(a) 1) Secured Loans: - -
2) Unsecured Loans: - -
TOTAL - -
6 (b) Trade Payables
1)  To Micro, Small and Medium Enterprises - -
ii)  Others
1) Trade Payable-RS 9,048.51 6,655.49
2) Trade Payabale-IML 26,071.31 12,162.92
3) Advance Amount Received from Retailers 1,244.50 829.22
4) Advance Amount Received from RS Buyers 1,609.06 2,883.51
TOTAL 37,973.38 22,531.14

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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NOTE FORMING PART OF BALANCE SHEET

KARNATAKA STATE BEVERAGES CORPORATION LTD. é

(Rs. in Lakhs)

As at end of current | As at end of previous
Particulars reporting period reporting period
31.03.2012 31.03.2011
7. OTHER CURRENT LIABILITIES
Other payables (Specify nature)
Advance to Anuual Subscription Received 1.45 2.33
Amount Recovered towards duty difference 168.68 420.74
Outstanding Liability - Others 0.40 0.51
Outstanding Liability - Suppliers & Services 315.96 219.50
Privilege fee Payable to Government of Karnataka 53.87 -
Up-front fee collected 19.30 19.30
TDS Payable 5.84 5.63
TCS Payable 1,458.01 1,201.66
Sundry payable to Others 0.22 -
Sundry Creditors-Suppliers & Services 89.52 -
Receipt on Behalf of Others (Distillery Payments) 6.36 -
Receipt on Behalf of Others (-Refund -Depots EFT) 1.52 8.31
Receipt on Behalf of Others (Credit BRS) - 103.26
Security Deposit -Services 32.63 42.18
Service Tax Refundable 1.36 1.36
Earnest Money Deposit 8.09 1.12
Miscellanous Deposit 0.18 0.13
ICICI Prudencial Flexible Income Plan
advance amount received 3.68 -
Temporary OD in Banks - 25.14
Miscellaneous Deposit-Suppliers & Services - 0.07
TOTAL 2,167.07 2,051.24
8. SHORT TERM PROVISIONS
a) Provision for employee benefits
1) Miscellaneous Deposit - Establishment 0.11 -
2) Outstanding Liabilities - Establishment 518.91 496.19
3) Sundry Payable -Establishment 0.24 -
4) Sundry Payable to Staff 0.09 0.02
b)  Others (Specify nature)
1) Provision for Taxation
Provision for Tax F.Y. 2011-12 987.12 -
2) Provision for Dividend
a) Dividend for the F.Y. 2011-12 240.00 240.00
b) Tax on Dividend 38.93 39.86
TOTAL 1,785.40 776.07
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KARNATAKA STATE BEVERAGES CORPORATION LTD. C

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of current

As at end of previous

Particulars reporting period reporting period
31.03.2012 31.03.2011
10(i) Capital work in progress:
1)  Plant and Machinery - -
i1)  Building under Construction 16.31 491
Total 16.31 491
Less:
Provision for impairment - -
Total 16.31 4.91
10 (ii) Intangible assets under development:
1)  Computer Software - -
i1)  Others - -
Total - -
11. Non-Current Investments
Particulars N(z;:)nlfl[;) :l:;w Af‘:[:oe:;?n(g)fpc;‘ri'zflnt Asr::):;:'lgnogf S::ivolgus
31.03.2012 31.03.2011
a) Investment Property - - -
b) Investments in
Equity Instruments: - - -
¢) 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
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KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of current

As at end of previous

officers of the company

b) Debts due by firm or private company in which
any director is a partner or a director

Particulars reporting period reporting period
31.03.2012 31.03.2011
12. Long term loans and advances:
i)  Capital advances - -
i1)  Security Deposits
a) Electricity Deposit Paid 1.01 0.90
b) Rent Deposit Paid 262.27 244.61
¢) Telephone Deposit Paid 3.25 3.25
d) Deposit with KSWC - 79.98
ii1) Loans and advances to related parties - -
iv) Other loans & advances (specify nature) - -
Total 266.53 328.74
Additional information :
1) Breakup of above :
1)  Secured, considered good - -
1) Unsecured, considered good 266.53 328.74
ii1) Doubtful - -
Total 266.53 328.74
Less:
Provision for doubtful advances - -
Total 266.53 328.74
2) a) Debts due by directors or other
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KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF BALANCE SHEET

B>

(Rs. in Lakhs)

As at end of current

As at end of previous

Particulars reporting period reporting period
31.03.2012 31.03.2011
13. Other non current assets
1) Long term trade receivables - -
1) Others
Income-Tax F.Y. 2003-04 120.54 120.54
Income-Tax F.Y. 2006-07 180.46 196.27
Income-Tax F.Y. 2007-08 16.61 16.61
Income-Tax F.Y. 2008-09 328.20 893.27
fIncome-Tax F.Y 2009-10 185.10 293.55
Income-Tax F.Y. 2010-11 566.00 495.95
Income-Tax F.Y. 2011-12 1,189.74 -
Advance FBT Paid F.Y. 2009-10 3.08 3.08
Advance to Land 162.09 142.79
Sundry Recoverable - Distilleries 4.64 4.64
Sundry Recoverable from JC Excise 0.68 0.69
Taxes Paid under Protest 2,014.29 14.29
Sundry Recoverable from Suppliers & Services 0.52 0.59
Sundry Recoverable from Govt. 10.25 10.25
Sundry Recoverable - Others 0.29 0.29
Receivable from Banks 0.09 -
Receivable from Suppliers (Demurrages) 19.95 29.97
Self Assessment Tax 0.01 0.01
Vat Refund Amount Recoverable From GoK 596.00 178.76
Excise Label Stock A/c 0.79 0.34
TOTAL 5,399.33 2,401.89
Less:-
Provision for doubtful amounts 7.53 7.61
TOTAL 5,391.80 2,394.28
Additional information:
1) Breakup of above:
i)  Secured, considered good - -
1) Unsecured, considered good 5,399.33 2,401.89
iii) Doubtful - -
TOTAL 5,399.33 2,401.89
Less:
Provision for doubtful amounts 7.53 7.61
TOTAL 5,391.80 2,394.28

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 LTD. C

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

Particulars

As at end of current
reporting period
31.03.2012

As at end of previous
reporting period
31.03.2011

15. Inventories:

Inventories

TOTAL

16 Trade receivables:

1) Trade receivables exceeding six months
Trade receivables Less than six months
i1) Others:

Advance Amount Paid to Suppliers (Rs.)
exceeding six months

1,226.33
4,224.93

0.22

1,097.98
4,171.65

57.27

TOTAL

5,451.48

5,326.90

Less: Provision for doubtful debts

TOTAL

5,451.48

5,326.90

)

Additional information:

Breakup of above:
1) Secured, considered good
1) Unsecured, considered good

iii) Doubtful

5,451.48

5,326.90

TOTAL

5,451.48

5,326.90

Less:
Provision for doubtful debts

TOTAL

5,451.48

5,326.90

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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C KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of current

As at end of previous

Particulars reporting period reporting period
31.03.2012 31.03.2011
17. Cash & Cash Equivalents
1) Balances with banks
- in unpaid dividend accounts - -
- in margin money, security for borrowings,
guarantees and other commitments - -
- in deposit accounts
Fixed Deposit - Syndicate Bank 3,000.00
Fixed Deposit - Corporation Bank 4,000.00
Fixed Deposit - - Bank Of India 6,000.00 12,000.00
- in other accounts 8,055.01 5,906.54
i1) Cheques, drafts on hand - -
ii1) Cash on hand
Petty Cash, Depots 1.87 4.17
iv) Others (Specify nature) - -
TOTAL 21,056.88 17,910.71

Additional information:

a) The Fixed Deposit of Rs. 6000 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 LTD. C

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

As at end of current As at end of previous
Particulars reporting period reporting period
31.03.2012 31.03.2011
18. SHORT TERM LOANS AND ADVANCES:
i) Loans and advances to related parties - -
ii) Others
Advances To Vehicle For Fuel 0.99 0.12
Advance Pay 4.65 3.74
Advance To Suppliers & Services 13.00 17.79
Advance Previlige fee payable to G O K - 71.45
Advance -Travelling - 18.64 0.07 93.17
Less: Provision for doubtful advances - -
TOTAL 18.64 93.17

Additional information:

1) Breakup of above:
1) Secured, considered good
1) Unsecured, considered good 18.64 93.17
11i1) Doubtful = -

TOTAL 18.64 93.17
Less:
Provision for doubtful amounts - -
18.64 93.17
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 Accrued, due & not due 13.69 24.76
Leave Salary Recoverable 53.31 55.40
Prepaid Expenses 51.99 46.87
Advances To Distilleries 327.85 234.10
Security Deposit-Receivable 3.20 -
Sundry Recoverable Others- Establishment - 0.29
Receipt On Behalf Of Others (Debit BRS) - 175.94
Stock Insurance Recoverable (COPU) 91.41 -
Sundry Receivable From Medi Assist 0.77 -
TOTAL 542.22 537.36
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C KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF BALANCE SHEET

(Rs. in Lakhs)

As at end of current

As at end of previous

v) Other monies for which company is
contingently liable

Particulars reporting period reporting period
31.03.2012 31.03.2011
20. Contingent liabilities and Commitments:
(to the extent not provided for)
a) Contingent Liabilities:
1) Claims against the Company not acknowledged as
debts Service Tax on Margin (with Penalty) 25503.10 -
i1) Guarantees - -
ii1) Letters of credit - -
iv) Tax demands under disputes
a) Income-Tax F.Y.2003-04 (A.Y. 2004-05) 4.97
b) Income-Tax F.Y.2008-09 (A.Y. 2009-10) 21591.00

provision for the same is considered necessary.

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

b) Commitments

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

i1) Uncalled liability on shares and
investments partly paid

111) Other Commitments (Specify nature)

c) Arrears of fixed cumulative dividends on
preference shares (including tax thereon)

443.90

21. Proposed Dividends

As at March 31, 2012

As at March 31, 2011

1) Proposed dividends:

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

b) Amount of dividends proposed to be distributed
to Preference share holders

2) 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 LTD. C

NOTE FORMING PART OF PROFIT & LOSS STATEMENT

(Rs. in Lakhs)

As at end of current | As at end of previous
Particulars reporting period reporting period
31.03.2012 31.03.2011
22. Revenue from operations:
1) Sale of products
IML 1,273,330.90 1,078,996.97
RS 139,228.47 91,732.83
Total 1,412,559.37 | 1,170,729.80
i1) Sale of services - -
ii1) Other operating revenues - -
Total 1,412,559.37 |1,170,729.80
Less: Purchases 1,327,521.49 1,098,805.50
Excise duty - -
Total 85,037.88 71,924.30

Details of revenue which do not qualify for 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. Other Income:

Interest income - long term investments - -
- current investments - -
Interest Received -Fixed Deposits 4,407.72 2,927.10
Interest Received -Others 1.18 0.34
Interest Received on Ad-hoc Advances 688.20 514.35
Interest Received on Advance to Distillers 147.83 160.89
Interest Received from KSWC 3.51 9.87
Dividend Income
- from long term investments - -
- from current investments 770.77 305.17
LiquorTrade Data 92.94 75.01
Miscellaneous Income 243.40 100.71
Miscellaneous Income-TCS 0.33 -
Penalty For Slow Moving Stocks 506.72 453.63
Profit on Sale of Assests - 1.45
Total 6,862.60 4,548.52
24. Cost of materials consumed: - -
25. Changes in inventories of finished goods,
work in progress and stock in trade: - -
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C KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF PROFIT & LOSS STATEMENT

(Rs. in Lakhs)

As at end of current | As at end of previous
Particulars reporting period reporting period
31.03.2012 31.03.2011

26. Employee Benefit Expenses:
Administrative Expenses - PF 1.55 1.58
Conveyance Expenses 53.02 41.92
Data Entry Operators Expenses 207.15 206.21
Expenses On Depot Support Staff 349.82 343.18
Delegation To Conferences 2.17 1.11
Employees Deposit Linked Insurance Scheme 0.15 0.13
Employers Contribution To PF 134.41 125.34
Employers Contribution To ESI 2.33 1.75
Entertainment Expenses - Staff 39.48 36.11
Exgratia 38.05 37.46
Expenses On Security 698.43 516.29
Gratuity Contribution 53.51 46.67
Insurance Expenses 45.04 115.05
Leave Salary Contribution 76.02 72.07
Pension Contribution 9.40 6.45
Performance incentive paid to staff - 98.34
Reimbursement Of Fuel Expenses 56.43 19.82
Reimbursement Of Medical Expenses 33.91 30.62
Reimbursement Of Telephone Expenses 8.44 7.28
Salary 1,627.06 1,414.63
Staff Training Expenses 0.15 2.57
Superannuation Fund Contribution 9.75 9.85
Staff welfare expenses - 0.05
Travelling Expenses 11.00 10.49
Exgratia - Whole Time Director 0.08 0.06
Leave Salary Contribution - Whole Time Director 0.67 0.57
Pension Contribution - Whole Time Director 1.35 1.18
Reimbursement Of Medical Expenses - Whole Time Director 4.05 0.41
Salary - Whole Time Director 11.34 9.28
Telephone Expenses - Whole Time Director 0.37 0.45
Travelling Expenses - Whole Time Director 3.99 2.96
Directors Sitting Fees 0.07 0.06
Travelling Expenses other directors - 0.02

Total 3,479.19 3,159.96
27. Finance Costs:
Interest expense - 5.18
Bank Charges 6.94 6.33
Net (gain)/loss on foreign currency transaction and translation - -

Total 6.94 11.51
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KARNATAKA STATE BEVERAGES CORPORATION LTD. C

NOTE FORMING PART OF PROFIT & LOSS STATEMENT

(Rs. in Lakhs)

Particulars

As at end of current
reporting period

As at end of previous

reporting period

31.03.2012 31.03.2011
9. Depreciation and amortization:
Depreciation 117.78 102.11
Amortization of intangible assets - -
Others - -
TOTAL 117.78 102.11
28. Other Expenses:
Advertisement expenses 14.91 5.65
Books & Periodicals 2.86 2.57
Computer Consumables 2291 22.71
Consultancy Charges 0.01 3.35
Donations 310.00 20.20
Electricity Charges 38.20 36.28
Entertainment Charges 25.34 14.60
Expenses To Auditors 1.51 1.90
Freight Charges 0.09 0.06
Fuel Charges 3.68 2.51
Hire Charges 19.05 9.65
Honorarium - 0.05
Housekeeping Expenses 19.88 14.24
Insurance - Stock At Depots 41.20 28.82
Insurance - Vehicles & Machinery 1.05 0.44
Internal Audit Fees 48.61 39.92
Internet Charges 6.12 7.10
Miscellaneous Expenses 0.03 1.01
Office Expenses 35.02 33.34
Postage & Courier 5.99 4.90
Out of pocket expenses - 0.10
Printing & Stationery 12.43 47.64
Professional & Legal Charges 19.82 13.96
Property Tax 2.40 2.50
Rates & Taxes 4.37 6.63
Refreshment charges 0.11 -
Rent 807.86 812.39
Stationery Expenses 14.12 57.64
Statutory Auditors Remuneration 1.85 2.21
Tax Audit Fees 0.39 -
Telephone Expenses 40.52 39.36
Water Charges 18.16 17.55
Repairs & Maintenance - Fire Extinguishers 1.43 1.14
Repairs & Maintenance - Others 5.37 0.52
Repairs & Maintenance of Buildings 2.90 13.85
Repairs & Maintenance of Computer Equipment 20.58 24.64
Repairs & Maintenance of Furniture And Fixtures 0.91 0.88
Repairs & Maintenance of Vehicles 17.89 7.95
Repairs & Maintenance of Office Equipment 8.99 7.31
Repairs & Maintenance of Software 25.40 19.74
Data Processing Charges - 0.51
Meeting Expenses 5.02 1.95
Packing & Forwarding Charges 13.14 10.38
Profit or Loss on Sale of Assets 3.22 0.13
TOTAL 1,623.34 1,338.28
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C KARNATAKA STATE BEVERAGES CORPORATION LTD.

NOTE FORMING PART OF PROFIT & LOSS STATEMENT

(Rs. in Lakhs)

As at end of current

As at end of previous

Particulars reporting period reporting period
31.03.2012 31.03.2011
Details of items of exceptional and extraordinary nature:
Exceptional items
Income - -
Expenditure - -
Extraordinary items
Income - -
Expenditure - -
29 Prior period items:
1) Income
a) Withdrawal of Expenses
Pertaining to previous year 19.62 -
i1)  Expenses
Expenses Pertaining to previous years 0.89 61.83
Total 18.73 61.83

Additional Information:
a) Value of Imports calculated on CIF basis:

b) Expenditure in foreign currency:
(net of withholding tax)

¢) SLNo. Particulars

Amount |% to | Amount
total

and components consumed

i1)  Value of indigenous raw materials,
spare parts and components consumed

1) Value of imported raw materials, spare parts

d) Details of non-resident shareholdings
e) Earnings in foreign exchange:
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KARNATAKA STATE BEVERAGES CORPORATION LIMITED

NOTE NO. 30

SIGNIFICANT ACCOUNTING POLICIES AND NOTES ONACCOUNTS FORMING PART OF
BALANCE SHEETASAT 31" MARCH 2012 AND PROFITAND LOSS STATEMENT FOR THE
PERIOD ENDED 31" MARCH 2012

I. SIGNIFICANT ACCOUNTING POLICIES

1) Basis for Preparation of Financial Statements:

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.

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

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

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

2) Fixed Assets:

Fixed assets are stated at cost less accumulated depreciation / amortization.

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

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.

3) Capital Workin Progress:

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

4) Depreciation:

Depreciation on fixed assets is computed using straight-line method at the rates specified in the

Companies Act, 1956 except in the following cases:

1)  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.

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.

5) Reserves:

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.

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.
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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 such purchases and corresponding sales.

6) Accounting of Purchases and Sales:

a) Accounting of Purchases:

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 & deposit with KSWC 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) IncomeTax & 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 Tax Act,
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 if there are reasonable prospects of maturing of such
liabilities.
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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.

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.65,47,829/-
together with applicable interest under Section 75 of the Finance Act,1994; penalty under
Section 77 of the Finance Act,1994 and Rs.1,00,00,000/- 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.25,00,000/-. The said Rs.25,00,000/- 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.74,55,751/-.

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.99,55,751/- being the service tax collected and paid to an extent of Rs. 74,55,751/- and the
depositof Rs.25,00,000/-.

The service tax department has refunded Rs.25,00,000/- 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.74,55,751/-, 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 denovo. 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
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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 Departmentto refund Rs.74,55,751/-.

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 0f 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.

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. Upon the hearing on the above date, the matter is listed for final
disposal on anon-miscellaneous day in the month of August 2012.

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.11,32,52,833/-
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/1/ CAU 38 /DI/GR3 B/3042 /08 dated
09-04-2008, stating that the Corporation is liable for service tax of Rs.41,25,03,450/- 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 Oct -07 to Sept -
08 amounting to Rs.3,24,88,699/- 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. Hence, no
provision is made for the above demand on the margin.

On 16-01-2010 CESTAT pronounced the judgment 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 amount involved. Thus, application for waiver of pre-deposit of the amounts
involved is allowed and recovery there of stayed, till disposal of the appeal.”
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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 Oct -08 to Sept -09 amounting to Rs.28,47,01,583/- 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.28,47,01,583/-for the period October
2008 to September 2009, for which necessary action has been taken.

A letter 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.43,22,08,173/- for the period from 01-10-2009 to 30-09-2010 with an equal
amount as penalty under the Finance Act 1994. The Corporation has made an Appeal before the
CESTAT on 14.02.2012. Further, the Corporation received a Show-Cause notice on 17-03-2011
for payment of service tax of Rs. 20,86,77,740/- 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. Hence, no provision is made for the above service tax demands on
the margin.

2) Inventory particulars:

The Inventory particulars are as follows:

a) Stocksof IML & BEER purchased & sold :
SI. Quantity (CBs) Value (Rs. in crores)
No. | Particulars Asat 31" | Asat 31 As at 31* As at 31"
March 2011 | March 2012 | March 2011 | March 2012
1 | Opening Stock 1044 1044 NIL NIL
2 | Purchases 64730506 70712707 10074.53 11889.03
3 Sales 64730506 70712707 10789.97* 12733.31%
4 | Shortages/ Damage NIL NIL NIL NIL
5 | Closing Stock 1044 1044 NIL NIL
*Note: Sales value includes margin amount.
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 31-03-2012.
b) Closing Stock of IML & BEER:
The Closing stock held at the depots of the Corporation as on 31" March 2012 (as per Material
Inward Slip (MIS) reports which are not accounted in the books) is as follows:
SI. Quantity (CBs) Value (Rs. in crores)
No. | Particulars Asat 31" | Asat 31" As at 31" As at 31*
March 2011 | March 2012 | March 2011 | March 2012
1 Closing Stock 1564309 1212372 303.45 297.78
c)  Stocks of Spirit purchased & sold :
SI. Quantity (BLs) Value (Rs. in crores)
No. | Particulars As at 31" As at 31% As at 31" March | As at 31*
March 2011 March 2012 | 2011 March 2012
1 Opening Stock NIL NIL NIL NIL
2 Purchases 304397757 428526751 913.53 1386.18
3 Sales 304397757 428526751 917.33* 1392.28*
4 | Closing Stock NIL NIL NIL NIL

*Note: Sales value includes margin amount.
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The sales for the year 2011-2012 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 31-03-2012 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, ifany. Advances from retailers are unconfirmed.

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

There are no vendors coming under the status 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.6,165/- accrued on
account of exchange fluctuation in respect of Closing Balance of Rs.61,650/- in current account with
Canara Bank ason 31.03.2012.

Income Tax Assessments:

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

The Income Tax Department had issued notice to pay Rs.6,65,723/- as Income Tax on the
privilege fee of Rs. 3.50 crores paid to Government for the Assessment Year 2004-05. The
Corporation has taken a stand that no income tax is payable on the Privilege fee paid. However,
Rs. 6,65,723/- as demanded has been paid under protest and an appeal has been filed before the
Commissioner of Income-Tax, (Appeals). The Commissioner of Income-Tax, (Appeals) finally
disposed off the appeal on the ground that the same is non-est. and appeal becomes infructuous
since the matter was subject to revision by the jurisdictional Commissioner of Income Tax.
When appeal in the hearing stage, the Commissioner of Income Tax-1, Bangalore, has opened
the assessment under Sec.263 of the IT Act and passed the order for reassessment by adding
certain expenditures. Now, 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 and the
Commissioner of Income Tax (Appeals-1). The Tribunal heard the appeal and dismissed the
appeal as non-est. as the appeal under Sec. 143 (3) was non-est. and hence non-est. appeal before
the Tribunal was not maintainable.

Consequent to dismissal of the appeal, the Corporation filed an application with the Asst.
Commissioner of Income Tax, Circle-11(5) on 16.03.2012 for rectification under Sec. 154 of the
Income Tax Act against the Assessment order issued under Sec. 263 r.w. Sec. 143(3) of the [ T
Act. Further, the Corporation filed an appeal before the Hon'ble High Court of Karnataka for
seeking relief from the Income Tax Department.

b. The Income Tax Department has passed the assessment order for the financial year 2006-07
(Assessment year 2007-08). However, as the department has considered TDS of
Rs.1,17,94,105/- only instead of Rs.1,66,52,361/- claimed by the Corporation, the Corporation
has sought for rectification of the assessment order. Based on this the Asst. Commissioner
Income-Tax passed revised order by refunding Rs. 20,32,636/- Out which Rs.4,50,987/- was
adjusted towards balance tax payable for the F.Y.2007-08 (A.Y. 2008-09) and hence, received a
cheque for Rs. 15,81,654/- on 21.07.2011. On verification of the revised assessment order the
department has considered TDS paid as Rs. 1,63,54,145/-. Further, the adjustment of
Rs.4,50,987/- 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 sought from the Department.

Though, the Asst. Commissioner of Income Tax, Circle 11(5), has completed the Assessment for
the financial year 2006-07 (Assessment year 2007-08), the Commissioner of Income Tax-1,
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Bangalore, has opened the Assessment under Sec. 263 of the Income Tax Act, and issued notice
to the Corporation to explain the reasons for considering the Privilege fee paid to the Govt. of
Karnataka of Rs. 165.54 Crores as an allowable expenditure. The Corporation has filed written
submissions on 20.03.2012 duly explaining the reasons along with the copies of the decided
cases. However, the Commissioner of Income Tax has not considered the reply furnished by the
Corporation and passed the order 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. However, 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. The
Asst. Commissioner of Income-Tax yet passé€ order under Sec.143 (3) r.w. Sec.263 of the IT act.

c. While assessing the income of the financial year 2007-08 (Assessment year 2008-09), the
Department has disallowed 50% of the Donations paid to Kidwai Memorial Institute of
Oncology and Indira Gandhi Institute of Child Health. The department also charged the Income-
Tax on the Dividend earned from Mutual funds on which the AMC had already deducted the
Dividend Distribution Tax which in other words is called tax-free investments in the hands of the
recipient. Hence, the Corporation requested for rectification of the same. Since the Department
has turned down the request of the Corporation, the Corporation has filed an appeal before the
Commissioner of Income-Tax — (Appeals) in this regard.

d. The Corporation has received an intimation under Sec.143(1) of the Income-tax Act,1961 for the
financial year 2008-09 (Assessment year 2009-10) and also received a refund Rs.5,65,07,630/-.
The Corporation on verification of the tax return had found that the department had not
considered the donation paid to CM's Relief fund and considered TDS of Rs.1,63,44,287/-
instead 0f Rs.2,93,27,131/- . Further, the Corporation had paid Income-tax on the Dividend paid
to the GOK, which the department had not taken into consideration. Further, the Department has
completed the assessment under Sec. 143 (3) by disallowing expenditure to the tune of
Rs.483.19 crores which includes payment of Privilege Fee paid to GoK and charged Income-tax
on the Dividend earned from the Investments on Mutual Funds, demanding the Corporation to
pay balance tax of Rs. 215.91 crores. Since, the amount paid to GoK as Privilege Fee in lieu of
Licence Fee, the Corporation has filed an appeal with the Commissioner of Income-Tax —
(Appeals-1). The Commissioner of Income-Tax — (Appeals-1) had called for personal hearing
and the Corporation has submitted written submissions defending the payment of Privilege Fee
and interest paid on overdraft and income on investment of surplus funds in Mutual Funds. The
hearing was adjourned and the date for the same is awaited. Further, the Corporation has remitted
Rs.20.00 crores on 27.03.2012, under protest due to repeated demand for payment of tax from
the department.

Hence, no provision is made in the books of accounts for the tax demands from the Department
as stated above on account of disallowance of privilege fee, etc.

e. The department is yet to take up the assessment for the financial year 2009-10 (Assessment year
2010-11).

f.  The department is yet to take up the assessment for the financial year 2010-11 (Assessment year
2011-12).

9) The Government of Karnataka had imposed VAT on the Denatured Spirit from 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 Audit
Reports (VAT -240).
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(Rs. in Lakhs)

10) Particulars of Deferred Tax Liability (DTL):

Timing Difference on account of Current | Previous
Year Year
Opening Balance of DTL 35.07 34.35
Depreciation (Deferred Tax Liability) 9.67 (6.10)
Preliminary & Pre-operative Expenses Written Off (DTL) NIL NIL
Earlier year Adjustments 0.00 4.90
Change in DTL due to change in IT rules 0.00 1.92
Net Deferred Tax Liability 44.74 35.07

11) Thereconciliation of bank accounts for the period from 01-04-2006 to 31.032009, 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 Maharastra, IDBI, Vijaya Bank, Bank of India, HDFC & SBH have been
completed till 31.03.2012. The reconciliation of other banks like UTI, ING-Vysya, UBI, ICICI, SBI,
SBM, and Syndicate Bank are in final stages & will be completed shortly. Any differences in the
balances in these bank accounts will be given effect to & incorporated in the books of accounts on
completion of the same. In view of these, the management also took a conscious decision to reverse all
the entries parked under the head “Receipt on Behalf of Others”& accordingly, the ledger account has
been squared off'in the books of accounts leaving no balance therein.

12) The Corporation has taken premises for 52 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 balance of 2006-07 and thereafter amounting to Rs.935.64 lakhs was observed by the
Accountant General during the Audit of accounts for the year 2009-10. Consequent to this, the
amount has increased to Rs.1004.32 lakhs due to review of the accounts with available records and the
matter is being placed before the Board for a decision in this regard during the current financial year.
Necessary adjustment entries in this regard for Rs.1004.32 lakhs will be made thereafter.

14) The Corporation has provided for Rs.37.53 lakhs towards ex-gratia payments to the employees of the
Corporation for the financial year 2010-11. On receipt of the Government approval vide their Order
No. GO.FD/ 106/EPS/ 2011 dated 20.01.12, the amount was disbursed to the employees. Further, the
Corporation has provided for Rs.38.14 Lakhs towards ex-gratia for the financial year 2011-12 in the
Accounts for the F.Y. 2011-12. The ex-gratia amount will be disbursed to the employees only after
receipt of approval from the Government.

15) Government of Karnataka has given an interest free loan of Rs. 3.00 crores 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.253.19 lakhs ason31.03.2012.

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 year 2006-07 which was then
treated as loan repaid was booked as prior period administrative expenditure during the year 2007-08.
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16) The Corporation has invested in the following debt based Mutual Funds amounting to Rs.18455.47
lakhs ason31-03-2012.

a) SBI Premier Liquid Fund Rs. 10224.15 lakhs
b) UTI Liquid Fund- Cash Plan-IP Rs. 6760.02 lakhs
¢) UTI Money Market -IP Rs. 1471.30 lakhs

Total Rs.18455.47 lakhs*

*Aggregated value of unquoted investments carried at cost.

17) 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.

18) Details of movements relating to Provisions:

I. Income-Tax

Opening Balance Rs. 1105.02 lakhs
Additions for 2011-12 Rs. 987.12 lakhs
Closing Balance Rs. 2092.14 lakhs
I. Provisions for Bad Debts:
Opening Balance Rs. 7.60 lakhs
Less: Bad debts recovered Rs. 0.07 lakhs
Closing Balance Rs. 7.53 lakhs
19) Payments to the Statutory Auditors as :
1) Audit Fee Rs.1.65 lakhs
i1) Taxation matters Rs. 0.39 lakhs
iii)  Other Services Rs. —Nil-
iv)  Reimbursement of Expenses Rs. 1.51 lakhs
V) Service Tax Rs. 0.20 lakhs
20) Related party Disclosure:
a. Name of the related party: -Nil-
b. Nature of relationship: -Nil-
c. Transactions and value: -Nil-

21) Remuneration to the Managing Director:
Current Year Rs. 21.91 lakhs- (Previous Year Rs. 14.91 lakhs)

22) Figures have been rounded off to the nearest rupee. Previous year figures have been regrouped
wherever necessary to confirm to the current year's classifications.

In accordance with our

For and on behalf of the Board Report of even date attached

For Phillipos & Co.,
Dr. SANDEEP DAVE L.V. NAGARAJAN Chartered Accountants
Managing Director Chairman Firm number : 002650 S
CA. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI B.B. BIRADAR C.H. SREEDHARAN
General Manager Executive Director Company Secretary & Partner
(Finance & Accounts) (Finance) Compliance Officer Mem. No. 006281

Place : Bangalore
Date : 30" June, 2012
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KARNATAKA STATE BEVERAGES CORPORATIION LIMITED

BALANCE SHEET ABSRACT AND COMPANY'S GENERAL BUSINESS PROFILE
(Pursuant to part-IV of Schedule-VI to the Companies Act, 1956)

1. Registration Details

State Code
Registration No. [3]2]0]3]3]
Balance Sheet Date [3[1] [o]3] [2]Jo0o]1]2]
Capital raised during the year
I1. (Amount in Rs.thousands)
Right Issue (N1 [L]
Public Issue (N[ ]L]
Private Placement (N 1] L]
Bouns Issue INJ1T L]
I11.Position of Mobilisation and Deplooyment of funds (Amount in Rs.
Thousands)
Total Assests [57379[3[3]9] 3]
Total Uabilities [5]3[9[3[3]9 ]3]

Sources of funds

Reserves & Surplus 0T g3 [9[6]4] 4]

Paid-up-Capital [oT1[2JoTJo0ToJo]

Unsecured Loans [oJoJ2]5]3[1] 9]

Secured Loans [oJoJoJoJoJo Jo]

Non-current Liabilities] 0 [ 2] 1 [ 1[3[ 7] 1]

Deferred Tax Liability [0 [0 [0 4 |4 |7 | 4 |

Current Liabilities [4T1T9]2]5]8 5]

Investment (118145547 7]

Application of Funds

Non-CurrentAssets | 0] 5[6[5[8][3] 3]

Net Fixed Assets [0]2]7]5]0]9]1]
Current Assets [2T77Tole6 92 2]

IV Performance of Company (Amount in Rs.Thousands) Total Expenditure Lofefsl1ls5of 1] 1]
Turn Over ENCSERTRrRFRERERES Profit After Tax [oJo[2]7]5[3]5] 8]
Profit Before Tax [o[3]7]5f0f3 7] Dividend @ % [0 J2 Jo]

Earnings per share (Rs.)[ 0 [2 [2 ]9 [5 |

V. General Names of three Principal Products/Services of Company
Item Code No. (N1 JL]

Product Description [T M [T | [BIE]E[R[ | [S[P[T[RI[I]T]

In accordance with our
Report of even date attached
For Phillipos & Co.,

For and on behalf of the Board

Dr. SANDEEP DAVE L.V. NAGARAJAN Chartered Accountants
Managing Director Chairman Firm number : 002650 S
CA. CHANDRASHEKARAPPA C.P. SHRIKANT B. VANAHALLI B.B. BIRADAR C.H. SREEDHARAN
General Manager Executive Director Company Secretary & Partner
(Finance & Accounts) (Finance) Compliance Officer Mem. No. 006281

Place : Bangalore
Date : 30" June, 2012
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BT RN2.QCT. WBTINE Wi SET RCDFTBTY SR DI, JTY Besine wo3oeeod JIAQNE TOWTINTHTH.
International Delegates of Audit & Accounts Services, attending the exposure programme on KSBCL activities.
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Officers attending the programme on Liquid Fund Management conducted by Unit Trust of India.




8¢ Q0. dTOoNTRIr, wR.a.5e., %ﬁm@a‘% QW3 Y=T> TR. 25 ogr:q? Besdn zS%éabd
QTIerBFTH, ST FIROBLT AT YRR T CoROB OTOR AR STLR)T?.

Sri M.E. Shivalinga Murthy, IAS, Managing Director, handing over donation cheque of Rs. 25 lakhs
to the Director, Kidwai Memorial Institute of Oncology.
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VAT /DF7% 9001-2008 TOWOH TORFFNTRY PONTEAT WHTVON
Officers attending the Introductory Programme on IS/ISO 9001-2008
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