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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

(A Government of Karnataka Enterprise)
V..T.C. BUILDING, KASTURBA ROAD
BANGALORE - 560 001

NOTICE OF THE 33rd ANNUAL GENERAL MEETING

Notice is hereby given that the Thirty Third Annual General Meeting of Karnataka
State Coir Development Corporation Limited will be held on the 28th day of

September, 2018 at 11-30 A.M. in the registered office of the Company to transact
the following :

1.

Place :

Date :

To receive, consider and adopt the audited Balance Sheet as at 31st March
2018, and the Profit and Loss Account for the year ended on that date
together with the Boards reports and the Auditors thereon and the
comments of the Comptroller and Auditor General of India.

To fix the remuneration of the Auditors of the Company for the year

2018-19 to be appointed by the Comptroller & Auditor General of
India.

By Order of the Board

Bangalore
07-09-2018 Sd/-

(G. KUMARASWAMY)
Managing Director

A member entitled to attend and vote at the meeting is also entitled to
appoint a proxy to attend and vote instead of himself/herself and the
proxy need not be a member of the company ; proxies in order to be
effective, must be received at the registered office of the company at least
48 hours before the meeting.




KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

(A Government of Karnataka Enterprise)
V.I.T.C. BUILDING, KASTURBA ROAD
BANGALORE - 560 001

BOARDS’ REPORT

To the Members
Karnataka State Coir Development Corporation Limited
Bangalore

Your Directors have pleasure in presenting before you the 33rd Annual Report
of the Company together with the Audited Statements of Accounts for the 33rd
year ended 31st March, 2018.

(In_Rs)
Particulars 2017-2018 2016-2017
Total Revenue 3,64,03,177 5,47,97,343
Total expenses 6,38,67,033 7,98,99,662
Interest and Finance Charges 42,03,474 30,43,904
Provision for Depreciation 63,111,178 64,34,345
Net profit Before Tax -2,17,69,718 -2,03,63,748
Provision for Tax — —
Deferred Tax (asset) — —
Net profit After Tax -2,17,69,718 2,03,63,748

Performance Review

During the year, the Gross Revenues of your Company touched Rs. 364.03 Lakhs as
compared to Rs. 547.97 Lakhs of previous year, wherein, decrease in turnover and the
Net Loss recorded was (-) Rs. 217.69 lakhs compared to the Net Loss of (-) Rs. 203.63
lakhs for the previous year. The loss during the year is due to non performance of the
machineries as these machineries have been used over and above their estimated lives
and also due to provisions made. Further, your Company will strive hard to achieve
better results in the days to come.




State of Company’s Affairs and Future Outlook

The Government of Karnataka had established your Company with the objective to
develop and create employment opportunities in rural area by imparting necessary
training and engage them in production activity. The variable factors like steep increase
in cost of raw material and other impediments were responsible for the Company, not
to achieve its targets.

Following are the highlights of the operation during the year under report :

Our Company :

1.

2)

3)

4)

At present, the Company has 52 production centres, engaged in production
activities. The workers working in these production centres are mainly women, out
of which, about 60% belong to SC/STs, minorities and other backward classes.

The Evaluation Authority of Government of Karnataka has suggested Short Term,
Mid-Term and Long Term recommendations for the overall development of the
Company through a systematic study made by ICRA, a renowned institution.
Accordingly, the Management has taken effective steps to incorporate the
recommendations, by utilizing the available monetary resources. Because of which,
the Company expects there is a sign of hope for the future.

Range of Products and standardization of the products with brand building and
e-tools for marketing are all being planned and will be taken up in phases to
improve the turnover sizably and also make a presence in the Global Market.

During the year, the Company has taken possible actions for upgrading the Coir
Production Centres by installing Conveyor System to yield more production in
coming days, due to which, expecting more production of value added products
and increase in turnover.

For the year 2018-19, a budget proposal for a turnover of Rs.16.50 Crores and
production turnover of Rs.13.50 Crores are planned and all effective steps to
achieve the same are being taken and the progress is being closely monitored.

EVENTS SUBSEQUENT TO THE DATE OF FINANCIAL STATEMENTS :

There are no material changes after 31st March, 2018 till the signing of this Report.

CHANGE IN THE NATURE OF BUSINESS :

There were no changes in the business of the Company during the financial year
ended on 31.03.2018.

DIVIDEND :

Considering the fund needs in the foreseeable future, your Board has not
recommended any dividend during the year.
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5) AMOUNTS TRANSFERRED TO RESERVES :

During the financial year the Company has not transferred any amount to the Reserves.

6) CHANGES IN SHARE CAPITAL :

There were no changes in the Capital Structure of the Company during the year
under report. Capital structure remained as follows:

The Authorized Capital of the Company :

The Authorized Capital of the Company is Rs. 3,05,00,000/- (Rupees Three Crores
Five Lakhs only) divided into 3,05,000 (Three Lakhs Five Thousand) Equity Shares of
Rs. 100/- (Rupees Hundred only) each.

The issued, subscribed and paid up capital of the Company :

The Paid up capital of the Company is Rs. 3,01,15,400/- (Rupees Three Crores One Lakh
Fifteen Thousand Four Hundred only) divided into 3,01,154 (Three Lakhs One Thousand
One Hundred Fifty Four) Equity Shares of Rs. 100/- (Rupees Hundred only) each.

7) BOARD MEETINGS :

During the year under review Three (3) meetings were held on 29.06.2017,
07.08.2017, and 23.12.2017. Further, the Board meeting which was scheduled to
be held on 28-03-2018 was cancelled, due to Election model of Code of conduct.

Agenda of the Meeting is circulated to the Directors in advance. Minutes of the Meetings

of the Board of Directors are circulated amongst the Members of the Board for their
perusal.

8) DIRECTORS AND KEY MANANGERIAL PERSONNEL :

The Board and Management structure of the Company during the year as follows :

SI. Name : :

No. | Sriyuths Designation Remarks

1 G. Venkatachalaiah Chairman Appointed as Director &
Chairmanon 02.11.2016 and
ceased on 28.05.2018

2 Gaurav Gupta, I.A.S. Director Appointed as Director on
05.11.2014.

3 Rajendra Kumar Kataria I.A.S. Director Appointed as Director &
Chairman on 03.06.2018




4 H.A. Shobha Director Appointed as Director on
29.04.2015.

5 Anil Uppin Director Appointed as Director on
23.03.2016

6 Prashant P. Barigidad Managing Appointed as Managing

Director Director on 23.09.2016 and

ceased on 23.09.2017

7 G.Kumaraswamy Managing Appointed as Managing

Director Director on 23.09.2017

8 V.B. Somanakattimath Director Appointed as Director on
07.04.2016 and ceased on
28.05.2018

9 A.S. Sreenivasmurthy Director Appointed as Director on
07.04.2016 and ceased on
28.05.2018.

10 | V.Rathnamma Director Appointed as Director on
30.10.2017 and Ceased as
Director on 15.06.2018.

11 B.A. Indiramba Director Appointed as Director on
15.06.2018.

12 S.R. Srinivas (Vasu) Chairman Appointed as Director and
Chairman on 03.07.2018

13 Rajendra Kumar Kataria I.A.S. Director Ceased as Director &
Chairman on 03.07.2018

9) DIRECTORS’ RESPONSIBILITY STATEMENT :

In pursuance of section 134 (5) of the Companies Act, 2013, the Directors hereby
confirm that:

()

(b)

(©

in the preparation of the Financial Statements, the applicable Accounting Standards
had been followed along with proper explanation relating to material departures;

the Directors had selected such accounting policies and applied them consistently
and made judgments and estimates that are reasonable and prudent so as to give
a true and fair view of the state of affairs of the company at the end of the
financial year and of the profit and loss of the company for that period;

the Directors had taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of this Act for safeguarding
the assets of the Company and for preventing and detecting fraud and other
irreqularities;




(d)

(e)

the Directors had prepared the financial statements on a going concern basis; and

the Directors had devised proper systems to ensure compliance with the provisions

of all applicable laws and that such systems were adequate and operating effectively

to be provided.

10)

INFORMATION ABOUT THE FINANCIAL PERFORMANCE / FINANCIAL

POSITION OF THE SUBSIDIARIES / ASSOCIATES / JV :

The Company does not have any subsidiaries / Associates / JVs.

11) EXTRACT OF ANNUAL RETURN :

As required pursuant to Section 92(3) of the Companies Act, 2013 and Rule 12(1) of
the Companies (Management and Administration) Rules, 2014, an extract of Annual
Return in MGT 9 as a part of this Annual Report (Annexure ).

12) AUDITORS :

The Statutory Auditors of our Company are appointed by the Comptroller & Auditor
General of India. Messrs Ishwara Bhat and Co., Chartered Accountants were appointed
as Statutory Auditors for the financial year 2017-18.

QUALIFICATIONS IN THE AUDIT REPORT :

Replies to Auditors Qualification are enclosed in Annexure — II.

13) CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN

EXCHANGE OUTGO :

(A) Conservation of energy :

Steps taken / impact on conservation of
energy,

The Company’s operations are not power
intensive. Nevertheless, your Company
has introduced various measures to
conserve and minimize the use of energy
wherever it is possible.

(i) Steps taken by the company for utilizing
alternate sources of energy including
waste generated

Nil




(i) Capital investment on energy
conservation equipment

Not Applicable

Total energy consumption and energy
consumption per unit of production as
per Form A

Not Applicable

(B) Technology absorption :

Efforts in brief, made towards technology
absorption, adaptation and innovation

Nil

Benefits derived as a result of the above
efforts, e.g. product improvement, cost
reduction, product development, import
substitution, etc.

Not Applicable

In case of imported technology (imported
during the last 5 years reckoned from the
beginning of the financial year), following
information may be furnished:

Not Applicable

Technology imported

Not Applicable

Year of Import

Not Applicable

Has technology been fully absorbed

Not Applicable

If not fully absorbed, areas where this
has not taken place, reasons therefore
and future plan of action

Not Applicable

(C) Research and Development (R&D)

Specific areas in which R & D carried out
by the company

The Company has not carried out any
research and development work during
the course of the year.

Benefits derived as a result of the
above R & D

Not Applicable

Future plan of action

Not Applicable




Expenditure on R & D Nil
(a) Capital Nil
(b) Recurring Nil
(c) Total Nil
(d) Total R & D expenditure as a percentage Nil

of total turnover

(D) Foreign exchange earnings and
Outgo

Activities relating to exports

Not Applicable

Initiatives taken to increase exports

Not Applicable

Development of new export markets for
products and services

Not Applicable

Export plans

Not Applicable

Total Exchange used (Cash basis)

As on 31st March, 2018 : Nil

Total Foreign Exchange Earned (Accrual
Basis)

As on 31st March, 2018 : Nil

14) DISCLOSURE RELATING TO REMUNERATION OF EMPLOYEES :

There are no employees receiving remuneration more than Rs. 1.02 Crores (Rupees One
Crore Two Lakhs only) per annum and/or Rs. 8,50,000/-(Rupees Eight Lakhs Fifty Thousand
only) per month. Therefore statement/disclosure pursuant to Sub Rule 5(2) of the
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014 is not
required to be circulated to the members and is not attached to the Annual Report.

There are no employees posted and working in a country outside India, not being
Directors or relatives, drawing more than prescribed limit. Therefore statement/disclosure
pursuant to Sub Rule 5(3) of the Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014 is not required to be circulated to the members and

is not attached to the Annual Report.




15) DETAILS RELATING TO DEPOSITS, COVERING THE FOLLOWING :

The following details of deposits, covered under Chapter V of the Act :

SI. No. | Particulars Amount in Rupees
1 Deposits Accepted during the year Nil
2 Remained unpaid or unclaimed as at the end of the year Nil
3 Whether there has been any default in repayment of Nil

deposits or payment of interest thereon during the year and
if so, number of such cases and the total amount involved

4 The details of deposits which are not in compliance Nil
with the requirements of Chapter

16) SIGNIFICANT & MATERIAL ORDERS PASSED BY THE REGULATORS:

There were no such orders passed by any Regulator during the year.

17) DETAILS OF ADEQUACY OF INTERNAL FINANCIAL CONTROLS:

The Company is following adequate Internal Financial Controls with reference to the
Financial Statements.

18) PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS :

The Company has not given any Loans, Guarantees or made investments during the
Financial Year.

19) RISK MANAGEMENT POLICY :

In today’s economic environment, Risk Management is a very important part of business.
The main aim of risk management is to identify, monitor and take precautionary
measures in respect of the events that may pose risks for the business. Your Company’s
risk management is embedded in the business processes. Your Company has been
monitoring these issues constantly.

20) CORPORATE SOCIAL RESPONSIBILTY POLICY :

Since the Company does not meet the criteria for the applicability of Section 135 of
the Companies Act, 2013 read with the Companies (Accounts) Rules, 2015, this clause
is not applicable.

21) EVENT BASED DISCLOSURES :

There were no events warranting disclose hereunder.
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22) DISCLOSURE UNDER THE SEXUAL HARASSMENT OF WOMEN AT
WORKPLACE (PREVENTION, PROHIBITION AND REDRESSAL) ACT, 2013:

Your Company has always believed in providing a safe and harassment free workplace
for every individual working in Company’s premises through various interventions and
practices. The Company always endeavors to create and provide an environment that
is free from discrimination and harassment including sexual harassment.

A policy on Prevention of Sexual Harassment at Workplace has been released by the
Company. The policy aims at prevention of harassment of employees and lays down the
guidelines for identification, reporting and prevention of undesired behavior. Three
member Internal Complaints Committee (ICC) will be set up from the senior management
with women employees constituting majority. The ICC is responsible for redressal of
complaints related to sexual harassment and follows the guidelines provided in the
Policy.

No complaints pertaining to sexual harassment was reported during the year.

23) ACKNOWLEDGEMENTS:

The Directors wishes to place on record their appreciation for the sincere and dedicated
efforts of all employees. Your Directors would also like to thank the Shareholders, Bankers
and other Business associates for their sustained support, patronage and co-operation.

By the order of the Board

Sd/- Sd/-
Bangalore G. Kumaraswamy H.A. Shobha
Managing Director Director
Date 22-09-2018 DIN : 07552121 DIN : 06976639
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Form

EXTRACT OF

No. MGT-9
ANNUAL RETURN

as on the Financial Year ended on 31.03.2018
[Pursuant to section 92(3) of the Companies Act, 2013 and rule 12(1) of the Companies
(Management and Administration) Rules, 2014]

1. REGISTRATION AND OTHER DETAILS

CIN U85110KA19855SGC006743
Foreign Company Registration Number/GLN | (NA)
Registration Date 28.02.1985

Name of the Company

Karnataka State Coir Development
Corporation Limited

CATEGORY OF THE COMPANY

Public Company

(Yes)

Private company

(NA)

SUB CATEGORY OF THE COMPANY

Government Company (Yes)
Small Company (NA)
One Person Company (NA)
Subsidiary of Foreign Company (NA)
NBFC (NA)
Guarantee Company (NA)
Limited by shares (Yes)
Unlimited Company (NA)
Company having share capital (Yes)
Company not having share capital (NA)
Company Registered under Section 8 | (NA)

v) REGISTERED OFFICE ADDRESS AND CONTACT DETAILS :

Address V..T.C. Building, Kasturba Road

Town / City Bangalore

State Pin Code Karnataka 560 001

Country Name INDIA

Country Code IN

Telephone With STD Area Code : +9180 Number : 22865866
Fax Number Area Code : +9180 Number : 22865865

Email Address Website, if any

kscdcmd@gmail.com
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vi) Whether shares listed on recognized Stock Exchange(s) -
(If yes, details of stock exchanges where shares are listed)

No

SI. No. Stock Exchange Name Stock Exchange Code
NA
vii) Name, Address and contact details of Registrar & Transfer Agents (RTA), if any: NA

Name of Registrar & Transfer Agents NA

Address —

Town / City —

State —

Pin Code —

Country Name Country Code —

Telephone With STD Area Code Number

Fax Number Area Code Number

Email Address Website, if any

.  PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY

All the business activities contributing 10 % or more of the total turnover of the
company shall be stated: - As per NIC 2008

SI.No. Name and Description NIC Code of the % to total turnover
of main products/services | Product/ service of the Company
NA NA NA NA

lll. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES - NA

SI. | Name and Address
No.| of the Company

CIN/
GLN

Holding /
Subsidiary /
Associate

% of
shares
held

Applicable
Section
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IV. SHARE HOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)

i) Category-wise Share Holding

Category of No. of Shares held at the No. of Shares held at %
Shareholders beginning of the year the end of the year Change
during
the year
Demat | Physical Total % of | Demat| Physical | Total % of
Total Total
Shares Shares
A. Promoters
(1) Indian
a) Individua/HUF| — — — — — — — — —
b) Central Govt. | — — — — — — — — —
301,154 100 NA | 3,01,154 |3,01,154| 100 Nil

d) Bodies Corp. | — —

)
)
c) State Govt.(s)] NA 3,01,154
)
)

e) Banks / Fl — —

f) Any Other... — —

Sub-total (A)(1)

(2) Foreign

a) NRIs - — —
Individuals

b) Other — — —
Individuals

c) Bodies Corp. | — —

d) Banks / Fl — —

e) Any Other — —

Sub-total (A)(2)

Total share holding of Promoter (A) =

(A)(1)+(A)(2)

B. Public
Shareholding

1. Institutions

a) Mutual Funds| — —

b) Banks / FI — —

d) State Govt(s)| — —

)
)
c) Gentral Govt | — —
)
)

e) Venture Capital Funds —
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f) Insurance Companies

g) Flis

h) Foreign Venture
Capital Funds

i) Others(specify)

Sub-total (B)(1)

2. Non-Institutions

a) Bodies Corp.

i) Indian

ii) Overseas

b) Individuals

i) Individual
shareholders
holding nominal
share capital
upto Rs.1 lakh

i) Individual
shareholders
holding
nominal share
capital in
excess of
Rs. 1 lakh

c) Others
(specify)

Sub-total (B)(2)

Total Public
Shareholding
(B)=(B)(1)+
(B)(2)

C. Shares held by
Custodian for
GDRs & ADRs

Grand Total

(A+B+C)

NA

3,01,154

3,01,154

100

NA

3,01,154

3,01,154

100
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(ii) Shareholding of Promoters

Sl. | Shareholder’s Shareholding at the Share holding at
No.[ Name beginning of the year the end of the year
No. of % of %of No. of % of %of %
Shares total Shares Shares total Shares | change
Shares Pledged/ Shares | Pledged/ in
of the encum of the encum share
company bered company bered holding
to total to total during
shares shares the
year
1 | Government
of Karnataka 3,01,154 100 Nil 3,01,154 100 Nil Nil
TOTAL 3,01,154 100 Nil 3,01,154 100 Nil Nil
(iii) Change in Promoters’ Shareholding : No Change
Shareholding pattern of Promoters
No. of shares % of total
Sl Name of the shares of
No. | Promoter the company
1 At the
beginning of — —
the year
Date wise Increase /
Decrease in
Promoters Share holding during the — —
year specifying the reasons for
increase / decrease (e.g. allotment /
transfer / bonus/ sweat equity etc)
y) _ _
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(iv) Shareholding Pattern of top ten Shareholders (other than Directors,
Promoters and Holders of GDRs and ADRs) : NA

Shareholding Pattern of
top ten Shareholders

Sl. For Each of No. of shares % of total shares
No. | the Top 10 of the company
Shareholders

At the beginning of — —
the year

Date wise Increase / Decrease in
Share holding during the year specifying
the reasons for increase /decrease — —
(e.g.allotment / transfer / bonus /
sweat equity etc)

At the End of the year
(or on the date of separation, if — —
separated during the year)

(v) Shareholding of Directors and Key Managerial Personnel : NA

Shareholding of Directors and
Key Managerial Personnel

Name No. of shares % of total shares
of the company

At the beginning of — —
the year

Date wise Increase/Decrease in
Share holding during the year
specifying the Reasons for — —
increase / decrease (e.g. allotment /
transfer / bonus/ sweat equity etc)

At the End of the year — —

-16 -




V. INDEBTEDNESS

INDEBTEDNESS OF THE COMPANY INCLUDING INTEREST OUTSTANDING/ACCRUED BUT
NOT DUE FOR PAYMENT : NA

Secured Loans Unsecured Deposits Total
excluding Loans Indebtedness
deposits

Indebtedness at
the beginning of — — — _
the financial year

i) Principal Amount — 246.35 — 246.35

ii) Interest due — 126.35 — 126.35
but not paid

iii) Interest accrued — — — _
but not due

Total (i+ii+iii) — 372.40 — 372.40

Change in Indeb-
tedness during — — — —
the financial year

* Addition — — — —

* Reduction — — — —

Net Change

Indebtedness at
the end of the — — — —
financial year

i) Principal Amount — 372.40 — 372.40

ii) Interest due but — 23.63 — 23.63
not paid

iii) Interest accrued — — — _
but not due

Total (i+ii+iii) — 396.13 — 396.13
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VI. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL :

Remuneration to Managing Director, Whole-time Directors and / or Manager:

Sl Particulars of Remuneration Name of MD/WTD/Manager Total
no. Amount
1) Shri G. Kumaraswamy
2) Shri Prashant P. Barigidad
1 1. Gross salary 8,50,268
(a) Salary as per provisions
contained in section 17(1) — —
of the Income-tax Act, 1961
(b) Value of perquisites — —
u/s 17(2) Income-tax Act, 1961
(c) Profits in lieu of salary under — —
section 17(3) Income-tax Act, 1961
2 Stock Option — —
3 Sweat Equity — —
4 Commission — —
- as % of profit — —
- others, specify... — —
) Others, please specify — —
Total (A) — 8,50,268

Ceiling as per the Act —
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B. Remuneration to other directors :

NA

Sl
no.

Particulars of Remuneration

Name of MD/WTD/Manager

Total
Amountnt

1

Independent Directors

* Fee for attending board /
committee meetings

o Commission

 Others, please specify

Total (1)

Other Non-Executive Directors

* Fee for attending board /
committee meetings

* Commission

 Others, please specify

Total (2)

Total (B)=(1+2)

Total Managerial Remuneration

Overall Ceiling as per the Act

C. REMUNERATION TO KEY MANAGERIAL PERSONNEL OTHER THAN MD /
MANAGER / WTD :

NA

Sl.
no.

Particulars of Remuneration

Key Managerial Personnel

Total
Amount

CEO

Company Secretary

CFO

1. Gross salary

(a) Salary as per provisions
contained in section 17(1) of the
Income-tax Act, 1961

(b) Value of perquisites u/s
17(2) Income-tax Act, 1961

(c) Profits in lieu of salary under
section 17(3) Income-tax Act, 1961

Stock Option

Sweat Equity

Gommission

- as % of profit

- others, specify...

Others, please specify

Total
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VII. PENALTIES / PUNISHMENT / COMPOUNDING OF OFFENCES : NIL

Type Section of Brief Details of Authority Appeal
the Companies | Description Penalty / [RD / made,
Act Punishment/ NCLT/ if any
Compounding COURT] (give
fees imposed Details)
A. COMPANY
Penalty — — — — —
Punishment — — — — —
Compounding — — — — —
B. DIRECTORS
Penalty — — — — —
Punishment — — — — —
Compounding — — — — —
C. OTHER OFFICERS IN DEFAULT
Penalty — — — — —
Punishment — — — — —
Compounding — — — — —
By the order of the Board
Sd/- Sd/-
Bangalore G. Kumaraswamy H.A. Shobha
Managing Director Director
Date 22-09-2018 DIN : 07552121 DIN : 06976639
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ANNEXURE TO DIRECTORS’ REPORT

ANNEXURE - 1l

REPLIES TO AUDITORS QUALIFICATION

Para (a) : Non compliance of GST; the
Corporation has not charged and collected
GST on Bundling charges amounting
Rs.2,21,620 and the total GST amount
payable not recognized in the books of
accounts is Rs.39,891 (excluding interest
on late payment).

There is difference in GST Return, Output
GST collected as per books
Rs.20,33,332.40. As per GSTR1
Rs.20,23,649.76. Input GST as per books
Rs.26,65,088/-. But input taken as per
GSTR3B is Rs.32,00,802.19. This result
understating the GST payable by Rs.
49,574 relating to Bundling charges and
GST return. Claiming of ineligible input of
Rs.5,35,714 will result in understatement
of GST payable and penalty under GST
law.

The excess input claimed of Rs.5,35,714-
and GST on Bundling charges of Rs. 49,574
will be paid at the time of filing GSTR -
9 ( Annual return ). The effect of same
will be posted in current year books.

Para (b) : The Stock of Finished Goods,
Semi finished Goods and Raw Materials
are adopted on the basis of certification
by the Management. Regular Physical
verification of stock are not carried out as
only on 24.04.2018 order No.154. Physical
verification is carried out and steps to
recover shortages are not effective.
Valuation of closing also is not on scientific
basis. No certification and action
undertaken for submitting wrong stock
figures as negative stock balances are
shown.

During the year it has been observed that
branch balances are not matching with
head office accounts and with inter
branches, the difference amounting to
Rs.2,28,196 due to non recognition of
inter branch transfer of stock.

Necessary action will be initiated during
the current year 2018-19 to rectify the
observation.
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Para (c) : It has been observed that no
amount has been recovered from Debtors
towards settlement of balances as on
1.4.2017 of Rs. 4,21,38,895, this includes
Rs.2.99 crores due from KREIS which is
due from 31.03.2015. A legal notice was
served for recovery of the outstanding
amount from KREIS. Further the
Corporation has not obtained balance
confirmation from major parties hence we
are unable to certify the correctness of
the value shown under sundry debtors.
No provision is made for Bad and doubtful
debts which result in overstating of sundry
debtors and understating of profit and
loss account to that extent.

Efforts for recovery from debtors towards
settlement of opening balance of
Rs.4,21,38,895/- are being made and in
certain cases recovery suits in respective
courts have been filed.

Letters have been issued for balance
confirmation but, replies are expected.
However, ultimate closed end letter will
be written shortly.

Further, wherever necessary, provisions
have been already made in books of
accounts in earlier years. However, with
respect to KREIS, for recovery of Rs.2.99
crores, since the matter is pending before
the Government, no provision was made
during the year.

Para (d): It has been observed that a sum
of Rs.1,43,91,000 was transferred to
Provision for Acquisition of Building
Account from the Market assistance grant
2016-17 as per the order of management
dated: 26.07.2017 without any contractual
obligation or commitment. This results in
understatement of unutilised Grant and
overstatement of Short term provisions
to that extent.

As per the observation, necessary
correction will be made during current
year 2018-19.

Para (e) : It has been observed that the
Corporation utilised MDA grant of
Rs. 145.50 lakhs for payment to suppliers
M/s Karnataka Coir Foam & Allied Industries
Corporation, M/s Four S Coir Farm and
M/s Hosur Coir Pvt Ltd. Which result in
utilising the grant other than norms of the
Grant. The above fact has not been
disclosed in the notes to accounts.

As per the observation, necessary
disclosure will be made during current
year 2018-19.

Para (f) : The Corporation has not provided
towards employees benefit in case of time
bound increments as per the service rules
of the Corporation( 10yrs, 15yrs and
25yrs.) as and when the employees is
eligible and that the same has not been
quantified. We were informed that the

The C & R Rules of the Corporation yet

remain to be approved by the
Government, because of which the
employees are unable to claim
promotions. Hence, the question of

sanctioning time bound increment is
defeated. Therefore, no provisions for the
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Government of Karnataka has not
approved for provision of the same due
to continuous losses and consequential
impact on financial statements has not
been ascertained in respect of. In our
view, loss of the Corporation is under
stated and the liabilities are understated.
As this liability is appearing to be
contingent in nature, the accounting
standard-29 viz. provision, contingent
liabilities & Contingent assets is not
complied with. In addition to the above
during the year corporation made a
provision of Rs.32.62 lakh towards group
gratuity scheme for its employees with
LIC of India however detailed disclosure
required as per AS 15 not disclosed in
the notes to account.

same are made.

As per the confirmation letter
dated:08.05.2018 issued by the LIC of
India towards provision of Group Gratuity,
necessary provisions has been made in
the books of accounts. However, as per
AS-15 disclosure will be made during
current year 2018-19.

Para (g) : The loan (short term and long
term) availed from Industries & Commerce
Department, Government of Karnataka
Rs.2,51,34,991/- in respect of loans availed
along with interest there on are subject
to confirmation by the Government. As
such, we are unable to certify the
correctness of the values stated therein as
at the end of the year and its consequential
effect due to variance if any and the loss
for the year.

Details for this para are disclosed in Notes
on Accounts SI.No.3A, which is self
explanatory.

Para (h) : It has been observed that fixed
asset carrying a value of Rs.42.45 lakhs
which were found to be unusable. No
provision has been made for unusable
assets which result in understatement of
loss and overstatement of fixed assets to
that extent.

During the financial year 2018-19,
necessary action will be initiated to
dispose the unusable fixed assets as per
the norms.

Bangalore

Date 22-09-2018

G. Kumaraswamy
Managing Director
DIN : 07552121

By the order of the Board

Sd/-
H.A. SHOBHA
Managing Director
DIN : 06976639




P ISHWARA BHAT & Co.

CHARTERED ACCOUNTANTS
Flat No. 107, Swiss Complex, # 33, Race Course Road, Bangalore - 560 001.
Ph.. 080-22263246 Fax : 080-22265346
E-mail : pibhat107@gmail.com

INDEPENDENT AUDITORS' REPORT (REVISED)

To the Members of Karnataka State Coir Development Corporation Limited.

Report on the Financial Statements

We have audited the accompanying financial statements of Karnataka State Coir
Development Corporation Limited ("the Corporation"), which comprise of the Balance Sheet
as at March 31, 2018, Statement of Profit and Loss and Cash Flow Statement for the year then
ended, and a summary of significant accounting policies and other explanatory information.
We have given our original Audit report on 20th August 2018. We revise our report on the
basis of Audit queries raised by the Office of the Accountant General (E&RSA), Karnataka,
Bangalore. The aforementioned original audit report will stand withdrawn.

Management's Responsibility for the Financial Statements

The Corporation's Board of Directors is responsible for the matters stated in Section
134(5) of the Companies Act, 2013 ("the Act") with respect to the preparation and presentation
of these standalone financial statements that give a true and fair view of the financial position,
financial performance and cash flows of the Corporation in accordance with the accounting
principles generally accepted in India, including the Accounting Standards specified under
Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014. This
responsibility also includes maintenance of adequate accounting records in accordance with
the provisions of the Act for safeguarding the assets of the Corporation and for preventing and
detecting frauds and other irregularities; selection and application of appropriate accounting
policies; making judgments and estimates that are reasonable and prudent; and design,
implementation and maintenance of adequate internal financial controls, that were operating
effectively for ensuring the accuracy and completeness of the accounting records, relevant to
the preparation and presentation of the financial statements that give a true and fair view and
are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on these standalone financial statements
based on our audit.

We have taken into account the provisions of the Act, the accounting and auditing
standards and matters which are required to be included in the audit report under the provisions

of the Act and the Rules made thereunder.
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We conducted our audit in accordance with the Standards on Auditing specified under
Section 143(10) of the Act. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
the disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal financial control relevant to theCorporation's preparation of the financial statements
that give a true and fair view in order to design audit procedures that are appropriate in the
circumstances. An audit also includes evaluating the appropriateness of the accounting policies
used and the reasonableness of the accounting estimates made by the Corporation's Directors,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the standalone financial statements.

Basis for Qualified Opinion

(@ Non compliance of GST; the corporation has not charged and collected GST on
Bundling charges amounting Rs. 2,21,620 and the total GST amount payable not
recognised in the books of accounts is Rs. 39,891 (excluding interest on late
payment)

There is difference in GST Return, Output GST Collected As per books
Rs.20,33,332.40 As per GSTR1 Rs.20,23,649.76. Input GST as per books Rs.26,65,088.
But Input taken as per GSTR - 3B is Rs. 32,00,802.19. This result understating the
GST payable by Rs. 49,574 relating to Bundling charges and GST return. Claiming
of ineligible input of Rs.5,35,714 will result in understatement of GST payable
and penalty under GST law.

(b) The Stock of Finished Goods, Semifinshed Goods and Raw Materials are adopted
on the basis of certification by the Management. Regular physical verification
of Stock are not carried out as only on 24/04/2018 order no154. physical
verification is carried out and steps to recover shortages are not effective.
Valuation of closing also is not on scientific basis. No certification and action
undertaken for submitting wrong stock figures as negative stock balances are
shown.

During the year it has been observed that branch balances are not matching
with head office accounts and with inter branches, the difference amounting to
Rs.2,28,196 due to non recognition of inter branch transfer of stock.

(c) It has been observed that no amount has been recovered from Debtors towards
settlement of balances as on 1.4.2017 of Rs. 4,21,38,895, this includes 2.99
crores due from KREIS which is due from 31.03.2015. A legal notice was served
for recovery of the outstanding amount from KREIS. Further the Corporation
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(d)

(e)

(")

(9

(h)

has not obtained balance confirmation from major parties hence we are unable
to certify the correctness of the value shown under sundry debtors. No provision
is made for Bad and doubtful debts which result in overstating of sundry debtors
and understating of profit and loss account to that extent.

It has been observed that A sum of Rs.1,43,91,000 was transferred to Provision
for Acquisition of Building Account from the Market assistance grant 2016-17
as per the order of management dated. 26.07.2017 without any contractual
obligation or commitment. This results in understatement of unutilised Grant
and overstatement of Short term provisions to that extent.

It has been observed that the corporation utilised MDA grant of Rs. 145.50
lakhs for payment to suppliers M/s Karnataka Coir Foam & Allied Industries
Corporation, M/s Four S Coir Farm and M/s Hosur Coir Pvt Ltd. Which result in
utilising the grant other than norms of the Grant. The above fact has not been
disclosed in the notes to accounts.

The Corporation has not provided towards employees benefit in case of
time bound increments as per the service rules of the Corporation (10yrs,
15yrs and 25yrs.) as and when the employees is eligible and that the same
has not been quantified. We were informed that the Government of
Karnataka has not approved for provision of the same due to continuous
losses and consequential impact on financial statements has not been
ascertained in respect of. In our view, loss of the Corporation is under
stated and the liabilities are understated. As this liability is appearing to be
contingent in nature, the accounting standard-29 viz. provision, Contingent
Liabilities & Contingent Assets is not complied with. In addition to the above
during the year Corporation made a provision of Rs.32.62 lakh towards Group
Gratuity Scheme for its employees with LIC of India however detailed
disclosure required as per AS 15 not disclosed in the notes to account.

The loan (short term and long term) availed from Industries & Commerce
Department, Government of Karnataka Rs.2,51,34,991/-in respect of loans
availed along with interest there on are subject to confirmation by the
Government. As such, we are unable to certify the correctness of the values
stated therein as at the end of the year and its consequential effect due to
variance if any and the loss for the year.

It has been observed that fixed asset carrying a value of Rs.42.45 lakh which
were found to be unusable. No provision has been made for unusable assets
which result in understatement of loss and overstatement of fixed assets to
that extent.

Qualified Opinion

In our opinion and to the best of our information and according to the explanations
given to us, except for the effects of the matter described in the basis for qualified opinion
paragraph above, the aforesaid financial statements give the information required by the Act
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in the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India;

a)

b)

Q)

in the case of the Balance Sheet, of the state of affairs of the Corporation as at
March 31, 2018;

in the case of the Profit and Loss Account, of the profit/ loss for the year ended on
that date; and

in the case of the Cash Flow Statement for the period ending March 31st 2018.

Report on Other Legal and Regulatory Requirements

1.  As required by the Companies (Auditor's Report) Order, 2016 ("the Order") issued by the
Central Government of India in terms of sub-section (11) of section 143 of the Act, we
give in the Annexure A, a statement on the matters specified in the paragraph 3 and 4
of the order.

2. As required by Section 143 (3) of the Act, we report that:

(a)

(b)

()

(d)

(e)

(f)

(9)

We have sought and obtained all the information and explanations which to the
best of our knowledge and belief were necessary for the purposes of our audit.

Except for the effect of the matter described in the basis for qualified opinion
paragraph above, In our opinion proper books of account as required by law have
been kept by the Corporation so far as it appears from our examination of those
books;

The balance sheet, the statement of profit and loss and the cash flow statement
dealt with by this Report are in agreement with the books of account;

Except for the effect of the matter described in the basis for qualified opinion
paragraph above. In our opinion, the aforesaid financial statements comply with
the Accounting Standards specified under Section 133 of the Act, read with Rule
7 of the Companies (Accounts) Rules, 2014;

On the basis of the written representations received from the directors as on 31
March 2018 taken on record by the Board of Directors, none of the directors is
disqualified as on 31 March 2018 from being appointed as a director in terms of
Section 164 (2) of the Act;

With respect to the adequacy of the internal financial controls over financial reporting
of the Corporation and the operating effectiveness of such controls, refer to our
separate report in "Annexure B"; and

with respect to the other matters to be included in the Auditor's Report in accordance
with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion
and to the best of our information and according to the explanations given to us:
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As direction given U/s 143(5) of the Act, We report that:

As informed to us , the Corporation has not been selected for disinvestment.

According to the information and explanation given to us, the Corporation has not
Waived / written off of debts/loans/interest etc during the year.

According to the information and explanation given to us, there is no inventories
lying with third parties and Corporation has not received any assets as gift from
government or other authorities.

iv.  Following are the pending Legal/arbitration cases at the end of the year.
Respondent Jurisdiction coerre\:r:czr;ent ::eezS::n:;
Sri Satish B. Karadi High Court, Bangalore 2000-01 Pending in Court
Sri Satish B. Karadi Add. CMM Court, Bangalore 2009-10 Pending in Court
Sri- Shaikshabbir Labour Court, Gulbarga 2004-05 Pending in Court
Sri G. Narayanappa Principal Civil Judge, Hubli 2004-05 Pending in Court
Sri H.S. Rameshraju Principal Civil Judge, Hubli 2008-09 Pending in Court
Sri S.R. Mallikappa JMFC, K.R. Pet 2008-09 Pending in Court
Sri K.P. Jagadish JMFC, Arasikere 2008-09 Pending in Court
Sri C.S. Basavaraju JMFC, Kanakapura 2009-10 Pending in Court
Sri Nashad Ahmed JMFC, Chickmagaluru 2009-10 Pending in Court
Sri Kodigaiah JMFC, Aarasikere 2009-10 Pending in Court
Sri M. Manjunath JMFC, Chickkaballapura 2010-11 Pending in Court
V. According to the information and explanation given to us, pricing policy of the
Corporation absorbs all fixed and variable cost of production as well as allocation
of overheads.
vi. According to the information and explanation given to us, the Corporation has

utilized the government assistance for technology upgradation/modernization of its
manufacturing process and has submitted the utilization certificate.
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vii. According to the information and explanation given to us, no amount has been
locked up in unserviceable/non-moving raw material and work in progress.

viii. The Corporation has not computerized its entire operations and following are the
list of area which have been computerized.

1.  Accounting
2. Inventory (Manual entry in production center)
For and on behalf of
P. ISHWARA BHAT & CO.
Chartered Accountants
Firm Registration No. 001156S
Sd/
Place : Bangalore P. ISHWARA BHAT
Partner
Date : 12-09-2018 Membership Number 19716
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THE ANNEXURE REFERRED TO IN PARAGRAPH ONE OF THE OUR REPORT
OF EVEN DATE TO THE MEMBERS OF KARNATAKA STATE COIR
DEVELOPMENT CORPORATION LIMITED., ON THE ACCOUNTS OF THE
CORPORATION FOR THE YEAR ENDED 31ST MARCH, 2018.

The Annexure referred to in Independent Auditors' Report to the members of the
Corporation on thefinancial statements for the year ended 31 March 2018, we report
that:

(i) (@) The Corporation has maintained fixed assets register. But the same has not
been maintained properly.

(b) We understand that, all assets have been physically verified by the Management
during the year, there is a regular program of verification which, in our
opinion, is reasonable having regard to size of the Corporation and the nature
of its assets. No material discrepancies were noticed on such verification.

() According to the information and explanations given to us and on the basis
of our examination of the records of the Corporation, the title deeds of
immovable properties are held in the name of the Corporation.

(i) The Corporation has both Manufacturing and trading activity. Accordingly, the
management and internal auditor has conducted physical verification of inventory
at reasonable intervals during the year and no material discrepancies were noticed
on such physical verification except as disclosed in qualified opinion.

(iii) According to the information and explanations given to us, the Corporation has
not granted any loans, secured or unsecured to companies, firms, Limited Liability
Partnerships or other parties covered in the register maintained under section 189
of the Companies Act, 2013. Accordingly, the provisions of clause 3(iii)(a), (b) and
(c) of the Order are not applicable to the Corporation and hence not commented
upon.

(iv) In our opinion and according to the information and explanations given to us, the
Corporation has complied with the provisions of section 185 and 186 of the Act,
with respect to the loans and investments made.

(v) The Corporation has not accepted any deposits from the public.

(vi) The Central Government has not prescribed the maintenance of cost records under
section 148(1) of the Act, for any of the services rendered by the Corporation.
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(vii)

(viii)

(i)

x)

(xi)

(@ According to the information and explanations given to us and on the basis
of our examination of the records of the Corporation, amounts deducted/
accrued in the books of account in respect of undisputed statutory dues
including provident fund, income-tax, sales tax, value added tax, duty of
customs, service tax, cess and other material statutory dues have been
regularly deposited during the year by the Corporation with the appropriate
authorities. As explained to us, the Corporation did not have any dues on
account of employees' state insurance and duty of excise.

According to the information and explanations given to us, no undisputed
amounts payable in respect of provident fund, income tax, sales tax, value
added tax, duty of customs, service tax, cess and other material statutory
dues were in arrears as at 31 March 2018 for a period of more than six
months from the date they became payable.

(b) According to the information and explanations given to us, there are no
material dues of duty of customs which have not been deposited with the
appropriate authorities on account of any dispute. However, according to
information and explanations given to us, the following dues of income tax,
sales tax, duty of excise, service tax and value added tax have been deposited
by the Corporation on account of disputes:

The Corporation has obtained a working capital loan of Rs.200 lakhs from the
Government of Karnataka Vide GO Cl 117 CSC 2014 dated 02 August 2014 and
05 March 2015. The repayment schedule vide GO dated 20th October 2015, has
stipulated that the loan were to be repaid in three years (six installment). But
Corporation is in defaulted in repayment of the above loan as of 31.3.2018.

The Corporation did not raise any money by way of initial public offer or further
public offer (including debt instruments) and term loans during the year. Accordingly,
paragraph 3 (ix) of the Order is not applicable.

According to the information and explanations given to us, no material fraud by
the Corporation or on the Corporation by its officers or employees has been
noticed or reported during the course of our audit.

According to the information and explanations give to us and based on our
examination of the records of the Corporation, the Corporation has paid/provided
for managerial remuneration in accordance with the requisite approvals mandated
by the provisions of section 197 read with Schedule V to the Act.
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(xii)

In our opinion and according to the information and explanations given to us, the
Corporation is not a nidhi company. Accordingly, paragraph 3(xii) of the Order is
not applicable.

(xiii) According to the information and explanations given to us and based on our

(xiv)

(xv)

(xvi)

Place :

Date :

examination of the records of the Corporation, transactions with the related parties
are in compliance with sections 177 and 188 of the Act where applicable and
details of such transactions have been disclosed in the financial statements as
required by the applicable accounting standards.

According to the information and explanations give to us and based on our
examination of the records of the Corporation, there is no preferential allotment
or private placement of shares or fully or partly convertible debentures during the
year.

According to the information and explanations given to us and based on our
examination of the records of the Corporation, the Corporation has not entered
into non-cash transactions with directors or persons connected with him. Accordingly,
paragraph 3(xv) of the Order is not applicable.

The Corporation is not required to be registered under section 45-1A of the Reserve
Bank of India Act 1934.

For and on behalf of
P. ISHWARA BHAT & CO.
Chartered Accountants
Firm Registration No. 001156S

Sd/
Bangalore P. ISHWARA BHAT
Partner
12-09-2018 Membership Number 19716
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ANNEXURE - B TO THE AUDITORS' REPORT

REPORT ON THE INTERNAL FINANCIAL CONTROLS UNDER CLAUSE (I) OF SUB-
SECTION 3 OF SECTION 143 OF THE COMPANIES ACT, 2013 ("THE ACT") :

We have audited the Internal Financial Controls over financial reporting of Karnataka
State Coir Development Corporation Limited ("the Corporation") as of 31 March 2018 in
conjunction with our audit of the financial statements of the Corporation for the year ended
on that date.

Management's Responsibility for Internal Financial Controls

The Corporation's management is responsible for establishing and maintaining internal
financial controls based on the internal control over financial reporting criteria established by
the Corporation considering the essential components of internal control stated in the Guidance
Note on Audit of Internal Financial Controls over Financial Reporting issued by the Institute of
Chartered Accountants of India (ICAl'). These responsibilities include the design, implementation
and maintenance of adequate internal financial controls that were operating effectively for
ensuring the orderly and efficient conduct of its business, including adherence to Corporation's
policies, the safeguarding of its assets, the prevention and detection of frauds and errors, the
accuracy and completeness of the accounting records, and the timely preparation of reliable
financial information, as required under the Companies Act, 2013.

Auditors' Responsibility

Our responsibility is to express an opinion on the Corporation's internal financial controls
over financial reporting based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls over Financial Reporting (the "Guidance
Note") and the Standards on

Auditing, issued by ICAI and deemed to be prescribed under section 143(10) of the
Companies Act, 2013, to the extent applicable to an audit of internal financial controls, both
applicable to an audit of Internal Financial Controls and, both issued by the Institute of Chartered
Accountants of India. Those Standards and the Guidance Note require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether adequate internal financial controls over financial reporting was established and
maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy
of the internal financial controls system over financial reporting and their operating effectiveness.
Our audit of internal financial controls over financial reporting included obtaining an
understanding of internal financial controls over financial reporting, assessing the risk that a
material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. The procedures selected depend on the auditor's
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judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Corporation's internal financial controls system
over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting

A Corporation's internal financial control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation
of financial statements for external purposes in accordance with generally accepted accounting
principles. A Corporation's internal financial control over financial reporting includes those
policies and procedures that :

(1) Pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the Corporation;

(2) Provide reasonable assurance that transactions are recorded as necessary to permit
preparation of financial statements in accordance with generally accepted accounting
principles, and that receipts and expenditures of the Corporation are being made
only in accordance with authorizations of management and directors of the
Corporation; and

(3) Provide reasonable assurance regarding prevention or timely detection of
unauthorised acquisition, use, or disposition of the Corporation's assets that could
have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls over financial reporting to future periods are
subject to the risk that the internal financial control over financial reporting may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Opinion

In our opinion, the Corporation has, in all material respects, an adequate internal
financial controls system over financial reporting and such internal financial controls over
financial reporting were operating effectively as at 31 March 2018, based on the internal
control over financial reporting criteria established by the Corporation considering the
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essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants
of India.

For and on behalf of
P. ISHWARA BHAT & CO.
Chartered Accountants
Firm Registration No. 001156S

Sd/
Place : Bangalore P. ISHWARA BHAT
Partner
Date : 12-09-2018 Membership Number 19716
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL
OF INDIA UNDER SECTION 143(6)(b) OF THE COMPANIES
ACT, 2013 ON THE FINANCIAL STATEMENT OF KARNATAKA
STATE COIR DEVELOPMENT CORPORATION LIMITED,
BANGALORE FOR THE YEAR ENDED 31st MARCH 2018.

The preparation of financial statements of KARNATAKA STATE COIR
DEVELOPMENT CORPORATION LIMITED, BANGALORE for the year ended 31st
MARCH 2018 in accordance with the financial reporting framework prescribed
under the Companies Act, 2013 is the responsibility of the management of the
Company. The statutory auditor appointed by the Comptroller and Auditor
General of India under Section 139(5) of the Act is responsible for expressing
opinion on the financial statements under section 143 of the Act based on
independent audit in accordance with the standards on auditing prescribed
under section 143(10) of the Act. This is stated to have been done by them
vide their Revised Audit Report dated 12th September 2018 which supersedes
their earlier Audit Report dated 20th August 2018.

I, on the behalf of the Comptroller and Auditor General of India, have
conducted a supplementary audit of the financial statement of “KARNATAKA
STATE COIR DEVELOPMENT CORPORATION LIMITED, BANGALORE"” for the year
ended 31st MARCH 2018 under section 143(6)(a) of the Act. 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.

In view of revision made to the statutory auditor's report, to give effect
to some of my audit observations raised during supplementary audit. | have no
further comments to offer upon or supplement to the statutory auditors' report
under section 143(6)(b) of the act.

For and on the behalf of the
Comptroller & Auditor General of India

Sd/-
(BUIT KUMAR MUKHERIJEE)
Accountant General
BENGALURU (Economic and Revenue Sector Audit)
DATED : 19-09-2018 Karnataka, Bengaluru
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
BALANCE SHEET AS AT 31st MARCH 2018
CIN : U85110KA19855GC006743

31st March 2018  31st March 2017
In Rupees In Rupees

EQUITY & LIABILTIES

Shareholder’s Funds

Particulars Notes

Share Capital 1 3,01,15,400 3,01,15,400
Reserves & Surplus 2 2,83,51,081 4,91,46,670
Total share holder’s funds 5,84,66,481 7,92,62,070

Non-current Liabilities

Long Term Borrowings 3 2,51,34,991 2,46,34,991
Deferred Tax Liabilities (net) — —
Other Long Term Liabilities 4 5,54,18,007 5,68,24,960

Long Term Provisions — —

Total non-current liabilities 8,05,52,998 8,14,59,951

Current Liabilities

Short Term Borrowings

Trade Payables 5 3,85,41,845 4,93,91,994
Other Current Liabilities 6 2,73,71,369 2,63,47,954
Short Term Provisions 7 3,16,27,975 1,48,01,331
Total Current Liabilities 9,75,41,189 9,05,41,279
TOTAL 23,65,60,667 25,12,63,300

ASSETS

Non-current Assets

Non-current Assets

Fixed Assets 8
Tangible Assets 9,14,21,340 9,01,71,160
Intangible Assets 23,462 23,695
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
BALANCE SHEET AS AT 31st MARCH 2018
CIN : U85110KA19855GC006743

31st March 2018 31st March 2017

Particulars Notes In Rupees In Rupees
Capital work-in-progress
Deferred Tax Assets (net) — —
Long term Loans and Advances 9 26,27,285 26,86,613
Total non-current assets 9,40,72,087 9,28,81,468
Current Assets
Inventories 10 3,03,28,126 3,10,11,510
Trade Receivables 11 4,69,26,104 6,06,26,408
Cash and Cash Equivalents 12 5,83,85,625 6,01,02,380
Short term Loans and Advances 13 55,06,353 53,52,311
Other Current Assets 14 13,42,372 12,89,223
Total current assets 14,24,88,580 15,83,81,831
TOTAL 23,65,60,667 25,12,63,300

Accounting policies and other notes 22

The accompanying notes are an integral part of these financial statements

As per our report of even date

For P. ISHWARA BHAT & CO. For and on belalf of the board

Chartered Accountants Karnataka State Coir Development Corporation Ltd.
Firm Reg. No. 001156S

Sd/- Sdy/- Sd/-
P. ISHWARA BHAT G. KUMARASWAMY S.R. SRINIVAS
PARTNER MANAGING DIRECTOR CHAIRMAN
Membership No. 019716 DIN : 07552121

Place : Bangalore
Date : 20-08-2018
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31st MARCH 2018
CIN : U85110KA19855GC006743

31st March 2018 31st March 2017

Particulars Notes
In Rupees In Rupees

INCOMES FROM OPERATIONS

Revenue from Operations 15 3,12,52,751 4,78,84,160
Other Income 16 51,50,425 69,13,183
TOTAL REVENUE 3,64,03,177 5,47,97,343

EXPENSES FROM OPERATIONS

Cost of materials consumed 17 3,08,24,541 5,13,22,248
Change in inventories of ;
Finished Goods (9,97,544) (80,39,321)

Work-in-progress — —

Employee benefits expense 18 1,73,61,262 1,77,57,870
Finance cost 19 42,03,474 30,43,904
Depreciation and Amortization Cost 63,111,178 64,34,345
Other expenses 20 61,64,123 43,80,615
TOTAL EXPENSES 6,38,67,033 7,98,99,661

NET PROFITS OR LOSSES FROM OPERATIONS

Profits/(Loss) before exceptional & extraordinary items — 2,74,63,857 - 2,51,02,318

Profits/(Loss) before extraordinary items (2,74,63,857) (2,51,02,318)

Extraordinary Items

Absorption of government grants 56,94,139 57.79,914
Prior period income expenses 21 — —10.41,345
Profits / (Loss) before tax (2,17,69,718) (2,08,63,749)
Profits / (Loss) from operations (2,17,69,718) (2,08,63,749)
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31st MARCH 2018
CIN : U85110KA19855GC006743

31st March 2018  31st March 2017
In Rupees In Rupees

COMPUTATION OF EARNINGS PER SHARE

Earning per share

Particulars Notes

Basic earnings per share —72.29 —67.62
Diluted earnings per share —72.29 —67.62
Accounting policies and other notes 22

The accompanying notes are an integral part of these financial statements

As per our report of even date

For P. ISHWARA BHAT & CO. For and on belalf of the board

Chartered Accountants Karnataka State Coir Development Corporation Ltd.
Firm Reg. No. 001156S

Sdy/- Sd/- Sd/-
P. ISHWARA BHAT G. KUMARASWAMY S.R. SRINIVAS
PARTNER MANAGING DIRECTOR CHAIRMAN
Membership No. 019716 DIN : 07552121

Place : Bangalore
Date : 20-08-2018
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
CASH FLOW STATEMENT FOR THE YEAR ENDED 31st MARCH 2018

CIN : U85110KA19855GC006743

Particulars Notes

31st March 2018

In Rupees

31st March 2017
In Rupees

Profit before tax

Adjustments for :

Depreciation and amortisation expenses
Accumulated depreciation of prior period written back
Interest income

Absorption of government grants

Prior period income

Interest expense

Cash Generated from operations before working capital changes
Adjustments for :

(Increase)/decrease in inventories
(Increase)/decrease in trade receivables
(Increase)/decrease in short-term loans and advances
(Increase)/decrease in long-term loans and advances
(Increase)/decrease in other current assets
(Increase)/decrease in other non-current assets
Increase/(decrease) in trade payables
Increase/(decrease) in other current liabilities
Increase/(decrease) in short-term provisions
Increase/(decrease) in long-term provisions

Cash Generated from Operations
Taxes Paid (Net of Refunds)
Net cash generated from operating activities - [A]

Purchase of tangible/intangible assets

Interest received

Dividend Received

Term deposits with original maturity of more than three months

Net cash generated/(used in) from investing activities-[B]

(2,17,69,718)

A CASH FLOW FROM OPERATING ACTIVITIES

(2,03,63,749)

63,11,178 64,34,345
— (42,31,752)
(13,56,152) (18,42,580)
(56,94,139) (57,79,914)
24.85,378 22,24,288
17,46,265 (31,95,613)

(2,00,23,453)

(2,35,59,362)

6,83,384 (24,81,952)
1,37,00,304 (76,89,503)
(1,54,042) 94,16,896
59,328 (7,41,230)
(53,149) (1,67,570)
(1,08,50,149) 6,28,852
10,283,415 17,78,146
1,68,26,644 33,31,781
2,12,35,735 40,75,420
12,12,282  (1,94,83,942)
12,12,282  (1,94,83,942)

B CASH FLOW FROM INVESTING ACTIVITIES

(75,61,125) (4,78,520)
13,56,152 18,42,580
— (51,02,000)
(62,04,973) (37,37,940)

-41 -




KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
CASH FLOW STATEMENT FOR THE YEAR ENDED 31st MARCH 2018
CIN : U85110KA19855GC006743

Particulars Notes

31st March 2018

In Rupees

31st March 2017

In Rupees

Amounts borrowed during the year
Government Grants Refunded

Government Grants Receied-Net of Utilisation
Interest paid

Net cash used in financing activities - [C]

Net increase/(decrease) in cash and cash equivalents - [A+B+C]
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

Cash and cash equivalents comprise of :

Cash on hand

Balances with banks :

In current accounts

Term deposits with original maturity of less than three months

Accounting policies and other notes no. 22

C CASH FLOW FROM FINANCING ACTIVITIES

5,00,000 —
— (11,02,353)

52,61,315 4,34,17,158
(24,85,378) (22,24,288)
32,75,937 4,00,90,517
(17,16,754) 1,68,68,635
4,20,00,379 2,51,31,745
4,02,83,625 4,20,00,379
4,40,853 3,34,000
3,08,42,772 4,16,66,380
4,02,83,625 4,20,00,379

The accompanying notes are an integral part of these financial statements

As per our report of even date
For P. ISHWARA BHAT & CO.
Chartered Accountants

Firm Reg. No. 001156S

Sd/- Sd/-
P. ISHWARA BHAT G. KUMARASWAMY
PARTNER MANAGING DIRECTOR
Membership No. 019716 DIN : 07552121
Place : Bangalore
Date : 20-08-2018

For and on belalf of the board
Karnataka State Coir Development Corporation Ltd.

Sd/-

S.R. SRINIVAS
CHAIRMAN

-42 -




KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS

31st March 2018 31st March 2017

Particulars Notes In Rupees In Rupees

NOTE 1 - SHARE CAPITAL

Authorized Share Capital
3,05,000 equity shares of Rs. 100 each 3,05,00,000 3,05,00,000

Issued, subscribed and fully paid up shares

3,01,154 equity shares of Rs.100 each 3,01,15,400 3,01,15,400

Total issued, subscribed and fully paid up shares 3,01,15,400 3,01,15,400

Disclosures

1A Reconciliation of shares outstanding at the beginning of the year and at the end of the year
1B Statement on shares held in the company by each shareholder

1C Aggregate number of shares allotted as fully paid up for consideration other than cash

NOTE 2 - RESERVES AND SURPLUS

Capital Reserves
Government grant towards acquisition of capital assets 6,89,748 6,89,748

Total Capital Reserves 6,89,748 6,89,748

Deffered Government Grants

1) From Karnataka State Government 8,56,91,311 8,42,01,859
2) From Government of India 63,14,999 68,30,322
Total Deferred Government Grants 9,20,06,310 9,10,32,181

Surplus / (Deficit) in Statement of Profit and Loss

Opening balance (4,25,75,260) (2,22,11,511)
Profit / (Loss) for the year (2,17,69,718) (2,08,63,749)
(6,43,44,978) (4,25,75,260)

Total Reserves 2,83,51,081 4,91,46,670

Disclosures
2A Additional Disclosure
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS

31st March 2018 31st March 2017

Particulars Notes In Rupees In Rupees

NOTE 3 - LONG TERM BORROWINGS

Term Loans

From Department of Industries and Commerce (unsecured) 41,25,000 41,25,000

From SC/ST Development Corporation (unsecured) 5,09,991 5,09,991
Working capital loan

From Industries and Commerce 2,05,00,000 2,00,00,000
Total Long Term Borrowings 2,51,34,991 2,46,34,991

Disclosures
3A Additional Disclosure

NOTE 4 - OTHER LONG TERM LIABILITIES
Grants not utilized till balance sheet date 5,54,18,007 5,68,24,960

Total Government Grants 5,54,18,007 5,68,24,960

Disclosures
4A Additional Disclosure

NOTE 5 - TRADE PAYABLES

Sundry Creditors 3,85,41,845 4,93,91,994
[represents amounts due on account of goods purchased or

services received in the normal course of business] 3,85,41,845 4,93,91,994

Disclosures
5A Additional Disclosure

NOTE 6 - OTHER CURRENT LIABILITIES

Interest accrued and due on borrowings 66,26,363 66,26,363
Other payables

Outstanding expenses including salaries & wages payable 2,00,53,782 1,89,39,883

Short Term Trade Deposits Repayable 5,61,755 5,54,755

Statutory Dues Payable 1,29,469 2,26,953

2,07,45,006 1,97,21,591

Total Other Current Liabilities 2,73,71,369 2,63,47,954
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS

31st March 2018 31st March 2017

Particulars Notes In Rupees In Rupees

NOTE 7 - SHORT TERM PROVISIONS

Short term provisions

Tangible Fixed Assets

Disclosures

8A Additional Disclosure

8B Schedule of tangible Fixed Asset
8C Schedule of Intangible Fixed Asset

Security Deposits

NOTE 9 - LONG TERM LOANS AND ADVANCES

Provisions for employee benefits 1,72,36,975 1,48,01,331
Provison for Acquisition of Buildings 1,43,91,000 —_
Total Short Term Provisions 3,16,27,975 1,48,01,331

NOTE 8 - FIXED ASSETS

Non - depreciable fixed assets 39,96,009 39,96,009
Depreciable fixed assets 14,42,95,569 13,67,34,444
14,82,91,578 14,07,30,453
Less: Accumulated Depreciation 5,68,70,238 5,05,59,293
9,14,21,340 9,01,71,160

Intangible Fixed Assets
Amortizable intangible assets 4,69,250 4,69,250
Less: Accumulated Depreciation 4,45,788 4,45,555
23,462 23,695
Total Fixed Assets 9,14,44,802 9,01,94,855

Rental deposits 2,68,260 68,260
Deposits with local authorities 19,58,575 19,58,575
Other deposits 4,00,450 6,59,778
Other Loans and Advances 26,27,285 26,86,613
Receivable from Social Welfare Department — —
Total Long Term Loans and Advances 26,27,285 26,86,613

-45 -




KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS

31st March 2018 31st March 2017

Particulars Notes In Rupees In Rupees

NOTE 10 - INVENTORIES
Inventories in hand

Raw materials 11,083,192 27,84,120
Work-in-progress — —
Finished goods 2,92,24,934 2,82,27,390
Total Inventories 3,03,28,126 3,10,11,510

Disclosures
10A Details of Opening and Closing Stock

NOTE 11 - TRADE RECEIVABLES

Trade receivables

Unsecured and due for over 6 months from the
date they are due for payment

Considered good 4,09,01,081 4,66,13,992
Considered doubtful 25,91,541 25,91,541
4,34,92,623 4,92,05,534

Other debts 60,25,022 1,40,12,415
Provision for bad and doubtful debts (25,91,541) (25,91,541)
Total Trade Receivables 4,69,26,104 6,06,26,408

Disclosures
11A Additional Disclosure

NOTE 12 - CASH AND CASH EQUIVALENTS
Balances with banks

In current accounts 3,98,42,772 4,16,66,380
Cash on hand

Cash on hand in Head Office and at Showrooms

& Divisional Managers 4,40,853 3,34,000
Deposits with banks

Fixed deposit 1,81,02,000 1,81,02,000
Total cash and cash equivalents 5,83,85,625 6,01,02,380
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS

31st March 2018 31st March 2017

Particulars Notes In Rupees In Rupees

NOTE 13 - SHORT TERM LOANS AND ADVANCES

Short term loans and advances to persons other than related parties

Short term advances to staff (considered good) 92,286 1,00,378
Advances to others (considered good) 5,99,669 4,37,535
Mat credit entitlement 48,14,398 48,14,398
Total Short-Term Loans and Advances 55,06,353 53,52,311

NOTE 14 - OTHER CURRENT ASSETS

Stock Shortages Recoverable 11,57,110 12,06,169

Stock shortage recoveries considered doubtful (9,48,023) (9,48,023)
Net Stock Shortages Recoverable 2,09,087 2,58,146
Tax credits with government departments (considered good) 2,12,998 4,46,333
Interest receivable on fixed deposits 9,20,287 5,84,744
Total Other Current Assets 13,42,372 12,89,223

NOTE 15 - REVENUE FROM OPERATING ACTIVITIES

Revenue from operating activities

Revenue from sale of products 3,56,27,498 5,58,52,875
Other operating revenues — 12,20,685
3,56,27,498 5,70,73,685

Discounts offered (43,74,747) (91,89,400)
Total Operating Revenues 3,12,52,751 4,78,84,160

NOTE 16 - OTHER INCOMES

Other incomes
Interest incomes 13,56,152 18,42,580
Net profits on sale of fixed assets — —
Profits on sale of fixed assets — —
Miscellaneous incomes 37,94,273 50,70,603

Total Other Incomes 51,50,425 69,13,183
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED

SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS

31st March 2018 31st March 2017

Particulars Notes

In Rupees

In Rupees

Purchases of materials and other items

Employee benefit expenses

Disclosures
18A Additional Disclosure

Finance charges and bank charges

NOTE 17 - COST OF MATERIALS

Purchases of materials used in manufacture of goods 1,95,59,357 3,37,05,062
Purchases of other materials 3,63,337 28,10,070
Service Charges — —
Freight Inwards 1,08,224 1,49,901
2,00,30,918 3,66,65,033
Cost of conversion and other direct expenses

Expenses on Wages 78,65,754 1,28,99,938
Electricity and water expenses 10,51,864 11,07,503
Other expenses 1,95,077 92,405
91,12,695 1,40,99,847

Change in stock of raw materials and other consumables
Opening stock of raw materials and other consumables 27,84,120 33,41,489
Closing stock of raw materials and other consumables (11,08,192) (27,84,120)
16,80,928 5,57,369
Total Cost of Materials 3,08,24,541 5,13,22,248

NOTE 18 - EMPLOYEE BENEFITS EXPENSE

Salaries and Wages 91,37,962 1,08,92,521
Contribution to funds 51,85,933 39,26,126
Staff welfare expenses 2,95,403 1,79,376
1,46,19,298 1,49,98,023

Director’'s Remuneration 27,41,964 27,59,847
Total Employee Benefits Expense 1,73,61,262 1,77,57,870

NOTE 19 - FINANCE CHARGES

Bank Charges 50,528 29,755
Interest on loans 24,85,378 22,24,288
Penal Interest on Working Capital Loan 16,67,568 7,89,861
Interest and Penalty — —
Total Finance Charges 42,03,474 30,43,904
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KARNATAKA STATE COIR DEVELOPMENT CORPORATION LIMITED
SCHEDULES ATTACHED TO AND FORMING PART OF FINANCIAL STATEMENTS
Particulars Notes 31st March 2018  31st March 2017
In Rupees In Rupees
Other Expenses
Rent 8,58,853 7,47,181
Rates, Taxes & Insurance 3,86,046 3,21,395
Postage & Telephone 1,28,401 1,47,099
Printing & Stationery 2,24,388 2,16,610
Newspapers & Periodicals 1,500 1,530
Meeting Expenses 1,30,964 48,779
Electricity & Water 2,27,873 2,28,046
Vehicle Maintenance 10,06,150 7,50,954
Travelling & Conveyance 5,07,566 4,53,945
Freight outward 2,49,453 —_
Coolie & Cartage 1,73,403 1,26,091
Advertisement & Publicity Expenses 98,423 49,232
Sales Incentive 2,18,408 —_
Sundry Debtors Written off — —
Provision for Doubtful - Debtors —_ 32,079
Repair and maintenance and others 14,87,184 7,38,243
Professional Charges 4,08,075 4,67,681
Auditors' remuneration 45,000 51,750
Provision for Doubtful - Debtors — —
Provision for Doubtful - Stock Shortage 12,435 —
Subscription Fees — —
Total Other Expenses 61,64,123 43,80,615
Disclosure requirements
20A Payment to Auditors

NOTE 21 - EXCEPTIONAL ITEMS

Accumulated depreciaton reversed (see hote no 8) — 42,31,754
Deferred Grant reversed relating to 2014-15 and 2015-16 —_ —52,73,099

Interest on Working Capital Loan — —

Total Prior Period Iltems —_ —10,41,345
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Note No. 22 - SIGNIFICANT ACCOUNTING POLICIES & NOTES TO ACCOUNTS

1. Basis of preparation of Financial Statements :

These financial statements have been prepared to comply in all material aspects
with applicable accounting principles in India, the applicable Accounting Standards
prescribed under Section 133 of the Companies Act, 2013 (‘Act’) read with Rule 7 of
the Companies (Accounts) Rules, 2014, the provisions of the Act (to the extent notified)
and other accounting principles generally accepted in India, to the extent applicable.

2. Use of Estimate :

The preparation of the financial statements in conformity with the generally
accepted accounting principles requires that the management makes estimates and
assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent liabilities as at the date of the financial statements, and the reported
amounts of revenue and expenses during the reported period. Actual results could differ
from those estimates.

3. Revenue Recognition :

Revenue is recognized only when risks and rewards incidental to ownership are
transferred to the customer, it can be reliably measured and it is reasonable to expect
ultimate collection. Revenue from operations includes sale of goods and services.

Interest income is recognized on a time proportion basis taking into account the
amount outstanding and the interest rate applicable.

4. Provisions and contingent liabilities :

A provision is recognized if, as a result of a past event, the Corporation has a
present legal obligation that can be estimated reliably, and it is probable that an outflow
of economic benefits will be required to settle the obligation. Provisions are determined
by the best estimate of the outflow of economic benefits required to settle the
obligation at the reporting date. Where no reliable estimate can be made, a disclosure
is made as contingent liability. A disclosure for a contingent liability is also made when
there is a possible obligation or a present obligation that may, but probably will not,
require an outflow of resources. Where there is a possible obligation or a present
obligation in respect of which the likelihood of outflow of resources is remote, no
provision or disclosure is made.
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5. Depreciation :

Depreciation on Fixed Assets is provided to the extent of depreciable amount on
Straight-line method (SLM). Depreciation is provided based on useful life of the assets
as prescribed in Schedule Il to the Companies Act, 2013. Depreciation on additions to
fixed assets during the current period is charged on a pro-rata basis for the period of
use. In respect of fixed assets acquired out of grants and subsidies from the Government
and other agencies, the depreciation attributable to the extent of the grant/subsidy
received is credited to the profit & loss account by a debit to the Deferred Government
Grant Account.

6. Taxes on Income :

Tax expense for the year comprises current tax and deferred tax.

Current tax is measured at the amount expected to be paid to (recovered from)
the taxation authorities using the applicable tax rates and tax laws.

Deferred tax is recognised for all the timing differences, subject to the consideration
of prudence in respect of deferred tax assets. Deferred tax assets and liabilities are
measured using the tax rates and tax laws that have been enacted or substantively
enacted by the Balance Sheet date. Deferred tax assets are recognised and carried
forward only to the extent that there is a reasonable certainty that sufficient future
taxable income will be available against which such deferred tax assets can be realised.

The Corporation has not recognized net deferred tax asset arising on account
of unabsorbed losses/depreciation as on 31st March 2018, as a matter of prudence
in the absence of virtual certainty that sufficient future taxable income will be
available against which such deferred tax asset can be realized/set off as required
in Accounting Standard-22.

7. Earnings per share:

Basic earnings per share is computed by dividing the net profit after tax by the
weighted average number of equity shares outstanding during the period. Diluted
earnings per share is computed by dividing the profit after tax by the weighted average
number of equity shares considered for deriving basic earnings per share and also the
weighted average number of equity shares that could have been issued upon conversion
of all dilutive potential equity shares. The diluted potential equity shares are adjusted
for the proceeds receivable had the shares been actually issued at fair value which is
the average market value of the outstanding shares. Dilutive potential equity shares are
deemed converted as of the beginning of the period, unless issued at a later date.
Dilutive potential equity shares are determined independently for each period presented.
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8. Cash Flow Statement :

Cash flows are reported using the indirect method, whereby profit before tax is
adjusted for the effects of transactions of a non-cash nature, any deferrals or accruals
of past or future operating cash receipts or payments and item of income or expenses
associated with investing or financing cash flows. The cash flows from operating,
investing and financing activities of the Corporation are segregated.

9. Change in Accounting Policy of Market Development Assistance Grant
(MDA):

The company receives a grant from Government of Karnataka as Market Development
Assistance based on the average turnover of the last 3 financial years. Till FY 2015-16,
the company has been accounting this as indirect revenue, however during the year the
company has received an guidelines from the government with regard to utilization of
the said grant and hence the accounting policy has been changed during the FY 2016-
17. The total MDA grant received during the FY 2016-17 is Rs.1,64,19,000/- and during
the FY 2017-18 is Rs.49,50,000/- which has been accounted under Grant-in-Aid.

Additional Disclosures :

1A. Reconciliation of shares outstanding at the beginning of the year and at the
end of the year

Particulars As at 31t March
2018 2017
Equity Share at the beginning of the year 3,01,154 3,01,154
Add: Shares Issued Nil Nil
3,01,154 3,01,154
Less: Shares Cancelled Nil Nil
Equity Share at the end of the year 3,01,154 3,01,154

1B. Statement on shares held in the Corporation by each shareholder

Particulars As at 31 March 2018
No of Shares | Amt. (In Rs)

Governor of Karnataka 3,01,144 | 3,01,14,400

Finance Commissioner Government of Karnataka 8 800

Under Secretary to Govt. Commerce &

Industries Department, Bangalore. 1 100
Managing Director Karnataka State Coir

Development Corp.Ltd. Bangalore 1 100
Total 3,01,154 | 3,01,15,400
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1C. Aggregate number of shares allotted as fully paid up for consideration other
than cash:

Issued, subscribed and fully paid up shares - 3,01,154 equity shares of Rs. 100
each, out of this 4,279 shares have been allotted for consideration other than cash
during the year 1994-95.

2A. Reserves and Surplus :

Grants received towards acquisition of fixed assets are shown under Deferred
Government Grants and grouped under Reserves and Surplus. The depreciation attributable
to the extent of the grant/subsidy received is credited to the Profit & loss account. The
unutilized government grants are grouped under other long term liabilities.

3A. Long term borrowings :

1. The Corporation had availed an unsecured loan of Rs.41.25 lakhs in 1997-98
under Integrated Coir Development Programme (1.C.D.P.) Scheme from Industries
and Commerce Department. As per the terms and conditions, an Indenture
Bond had to be executed in favour of Government of Karnataka. The same
has not yet been executed. The loan amount was repayable in ten annual
installments but Corporation had not paid any loan installment and interest
from 1998-99 to 2009-10. Interest due has been provided upto March 31,
2010 as per the terms of sanction. The balance outstanding as at the end of
the year is subject to confirmation. As per the decision of the Board Meeting
held on 20.06.2009, the Corporation has sent its proposal to Government on
14.07.2009 for converting the loan and interest amount of Rs.99.35 lakhs as
Equity. Therefore no provision has been made towards interest.

2. The Corporation had received an unsecured loan of Rs.10.00 lakh in 2000-2001
from the Karnataka SCs/STs Development Corporation Limited, Bangalore for
being disbursed to SC/STs Beneficiaries. The amount received from SC/ST
Corporation has considered as loan for extending training to SC/ST beneficiaries
and utilized for training. Interest due to the SC/ST Corporation has been provided
for till March 31, 2010. The balance outstanding principal of Rs.5.09 lakhs and
interest of Rs. 8.16 lakhs as at the end the year, is subject to confirmation.

3. During 2014-15, the Corporation has received Working capital loan of Rs. 2.00
crore vide Government Order (GO) Nos. Cl 117 CSC 2014, dated: 02.08.2014
and No. Cl 117 CSC 2014, dated: 05.03.2015. As per the terms and conditions,
during the year Corporation has made provision for interest @ 10.25%
amounting Rs.23,05,547/- and Penal Interest @ 2.75% amounting to
Rs.16,67,568/-. Further, during the year 2017-18, vide G.O. Nos. Cl 62 CSC
2017, Dated:02.06.2017 and 15.12.2017 an amount of Rs.5.00 lakh was
released as Working Capital Loan, wherein no order is passed with respect
to Interest, hence no provision was made.
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4A. Other long term liabilities :

1. During the current year the corporation has received Grants from Government
of Karnataka amounting to Rs.2,94,99,500/- towards utilization for Revenue
Expenditure and Capital Expenditure.

2. Out of the Grant received from Government of Karnataka, a sum of
Rs.2,51,19,976/- has been utilized as Revenue expenditure during the year
and a sum of Rs. 75,61,125/- has been utilized as Capital Expenditure,
including expenditure made out of previous years grant.

3. The corporation has not given any guarantees on behalf of others for loans
taken from banks or financial institutions other than guarantees given to HDFC
towards housing loans availed by the employees amounting to Rs.2,50,000-
for which the corporation is contingently liable.

4. Details of Grants Received, Utilised is shown below.

Sl Name of the Opening Receipt Utilised Closing
No. Scheme Balance Balance
1 Budget Grant 2,73,30,821 1,28,97,622 72,64,698 3,29,63,745
2 Special Component Plant (SCP) 21,48,012 20,85,718 21,42,040 20,91,690
3 | Tribal Sub Plan (TSP) 10,68,984 7,42,500 7,18,000 10,93,484
4 Living cum Workeshed Grant 1,14,00,500 - 51,30,000 62,70,500
5 Matching Wages -- 50,00,000 8,28,494 41,71,506
6 Market Development Assistance 1,48,76,643 49,50,000 1,48,76,643 49,50,000
7 Administrative Expenses - 40,16,000 15,00,000 25,16,000
8 Corporate Social Responsibility - 15,82,308 2,21,226 13,61,081
Total 5,68,24,960 | 3,12,74,148 | 3,26,81,101 | 5,54,18,006

5A. Trade payables :

As per the information available with the corporation, there are no dues outstanding
including interest as on 31st Mar, 2018 to Small and Micro enterprises as defined under
the Micro, Small and Medium Enterprises Development (MSMED) Act, 2006.

8A. Fixed assets :

1. Fixed assets shown under gross block are valued at cost of acquisition
inclusive of inward freight, Duties and Taxes & incidental expenses related to
acquisition & also include cost of installation, wherever incurred.
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2.  Expenditure incurred for acquiring, erecting & commissioning fixed assets are
initially accounted as capital work in progress & then allocated to fixed assets
on their installation & subsequent commercial use.

3. Item of Fixed Assets purchased /added during the year costing either Rs.5000
or less are booked in the fixed assets and 100% depreciation is charged
during the year of purchase/addition.

4. Computer software license and development costs shall be accounted for as
intangible assets, they are not an integral part to the related hardware and
management has fixed useful life for such intangible assets over period of 3
years.

5. The corporation during the year has obtained land from Karnataka Industrial
Area Development Board (KIADB) on lease for a period of 99 years, to be
utilized for the purpose of the expanding the manufacturing capacity of the
corporation. As per AS 26 the entity can amortise the depreciable amount
over its useful life in a systematic basis. The Standard's rebuttable assumptions
is that the intangible assets life can’t exceed 10 year. However, the corporation
can amortise for any period it can prove that its life more than 10 years.
Since the corporation has obtained lease for period of 99 years, the cost of
premium paid and incidental expenses is amortised over the lease period.

10A. Inventories :

Stock as on 31st Mar 2018 Stock as on 31st Mar 2017

ilt Particulars Unit Qty. Value Qty. Value

' Rs. Rs.
1 Fiber M.T 63.761 7,44,270 92.076 12,72,862
2 | Yarn M.T 49.363 15,50,380 79.851 28,44,149
3 Curled Rope M.T 3.089 62,954 14.522 2,90,440
4 Coir Products * * 2,13,81,889 * 1,98,31,419
5 Rubberised Coir Products * * 19,13,450 * 21,21,123
6 Husk Nos. 857640 3,58,922 2215415 9,73,968
7 Stores & Gonsumable * * 3,87,354 * 3,12,064
8 Coir pith & Coir Pith Manure * * 1,30,650 * 25,344
9 Furniture & Others * * 37,98,257 33,40,141
TOTAL 3,03,28,126 3,10,11,510
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11A.Trade receivables :

Details of employees/officials in-charge of Showrooms and Production Units who
were held responsible for misappropriation of sales proceeds and/or stock for which the
Management has taken action by filing complaints with jurisdictional Police stations or
filing suits against them and the matter is pending.

SI. Year Nar_n’e of the employee/ B Afnount
No. official In charge (in Rs.)
1 2000-01 Sri Satish B Karadi (Dismissed) Belgaum Showroom 5,10,105
2 | 2004-05 Sri Shaik Shabbir (Dismissed) Gulbarga Showroom 3,71,874
3 | 2004-05 Sri G. Narayanappa Hubli Showroom 12,29,188
4 | 2008-09 Sri H.S. Rameshraju (Dismissed) Hubli Showroom 78,312
5 | 2008-09 Sri S.R. Mallikappa (Expired) Hariharapura 80,327
6 | 2008-09 Sri K.P. Jagadish Aghalaya 1,01,394
7 | 2009-10 Sri C.S. Basavaraju Thungani 3,15,376
8 | 2009-10 Sri Nashad Ahmed Chickmagalur Showroom 1,89,195
9 | 2009-10 Sri Kodigaiah Bindiganavile 1,48,659
10 | 2010-11 Sri M. Manjunath Chickkabalapura 73,504

18A.Employee benefits :

1.

Provident Fund :

Retirement benefits in the form of Provident Fund are a defined contribution
scheme and the contributions are charged to the Profit and Loss account of
the year when the contributions to the respective fund are due.

Gratuity :

The Corporation contributes to a Group gratuity scheme of Life Insurance
Corporation of India for future payment of retirement gratuities to its permanent
employees. The premium paid thereon is debited to the profit and loss
account. The premium has been computed so as to cover the Corporation's
liability under the gratuity scheme, in respect of all its employees at the end
of their future anticipated service with the Corporation.

Bonus :

The Corporation has not made any provision for Bonus and ESI to its employees
and the Bonus Balance amount of Rs.7,61,155/- has not paid since 2004-05.
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4.

Director’'s remuneration

Particulars Current year Previous year
Rs. Rs.
Remuneration to Managing Director 8,50,268 14,53,103
Remuneration to Chairman & other amenities 13,36,996 11,93,408
21,87,264 26,46,511

20A. Payment to Auditors :

Particulars Amount (Rs.) | Amount (Rs.)
2017-18 2016-17
i)  Audit Fees 30,000-00 30,000-00
i) Tax Audit Fees 15,000-00 15,000-00
i)  Other Services Nil Nil
Total 45,000-00 45,000-00

ADDITIONAL NOTES :

1

2)

3)

4)

The Corporation has not recognized net deferred tax asset arising on account
of unabsorbed losses/depreciation as on 31st March 2018, as a matter of
Prudence in the absence of virtual certainty that sufficient future taxable
income will be available against which such deferred tax asset can be realized/
set off as required in Accounting Standard-22.

As the Corporation's business activity primarily falls within a single business
and geographical segment, there are no additional disclosures to be provided
in terms of Accounting Standard - 17 Segment Reporting.

No Provision has been made towards time bound increments as and when
the employee has become eligible for, as per the service rules of the
Corporation.

The corporation has not provided towards rentals payment amounting to
Rs.1.38 crores (For 15 years), for the use of Vishwa Sheds owned by Karnataka
State Small Industrial Development Corporation as the proposal is under
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consideration to transfer the Assets to the corporation on book adjustments.
As corporation has not received any communication from the government, the
above said rental amount of Rs.1.38 crore has not been provided in the books
of accounts during the year.

5) The previous period figures have been regrouped /reclassified, wherever
necessary to conform to the current period presentation.

As per our report of even date

For P. ISHWARA BHAT & CO. For and on belalf of the board

Chartered Accountants Karnataka State Coir Development Corporation Ltd.
Firm Reg. No. 001156S
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P. ISHWARA BHAT G. KUMARASWAMY S.R. SRINIVAS
PARTNER MANAGING DIRECTOR CHAIRMAN
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