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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

Govt. of Karnataka undertaking
@ No.24, Bellary Road, Hebbal, Bangalore-560 024 - Ph: 23412839

MEETING NOTICE

Notice is hereby given that the 56th Annual General Meeting of the Karnataka Agro Industries
Corporation Limited will be held on Wednesday the 27" September, 2023 at 2.30 PM in
Room No.422, 4™ Floor, Vikasa Soudha, Govt. of Karnataka, Bengaluru-560 001, to transact
the following business:-

ORDINARY BUSINESS:

1. To consider and adopt the audited Annual Accounts of the Company for the year ending
March 31, 2023.

2. To consider and adopt the audited Balance Sheet, Profit & Loss Account and Cash Flow
statement of the Company for the year ending March 31, 2023.

3. To consider and adopt the Reports of the Directors, Auditors and Comments of the
Comptroller and Auditor General of India (C & AG), along with the Auditors Reports for
the year ending March 31, 2023.

4. To consider the appointment of Statutory Auditors for the year 2023-24 to be appointment
by C & AG and also to consider their remuneration of Rs.40,000/- plus eligible tax for the
year 2023-24.

By order of the Board

Sd/-
MANAGING DIRECTOR
Date 06.09.2023
Bangalore.

Note: 1. A Member who is entitled to attend and vote is also entitled to appoint a
Proxy to attend and vote, instead of himself and such a Proxy need
not be a Member.

2. A Proxy should be deposited at the Registered Office of the Company
not later than 48 hours before the meeting.
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DIRECTORS’ REPORT

To:

The Members,

Your Directors have pleasure in presenting their 56th Annual Report of the Company and

audited statement of accounts for the Financial Year ended March 31, 2023.

1. Financial Results

The standalone financial results of the Company for the year under report are as

follows:
Particulars 2022-2023 2021-2022

Gross Revenue from operation - - - -

Other Income 44 .44 443 46,53,130
Total Revenue 44 .44 443 46,53,130
Profit / Loss before Interest and Depreciation 26,28,700 33,92,115
Finance Costs 40,73,46,078 34,05,98,194
Depreciation & amortization expenses 17,472 22,281
Profit / Loss before exceptional and extraordinary items (40,47,34,850) (33,72,28,900)
Profit / Loss before tax (40,47,34,850) (33,72,28,900)
Current tax -- - -

Deferred tax -- - -

Profit / Loss after tax (40,47,34,850) (33,72,28,900)
Basic Earnings per Share 536.72 447.20

2. Brief description of the state of affairs of the Company:

In accordance with the directions contained in the Government Order No.DDPER/55/
ARU/2003 dt.03-09-2003, all the activities of the Company have been stopped, all the district
offices including head office have been closed and all the employees of the Company have
been relieved during 2004 under Voluntary Retirement Scheme 2003 (VRS 2003) designed
by Govt. of Karnataka (GoK). As and when funds provided by the GoK, the liabilities towards
the retirement benefits payable to almost all the employees relieved under VRS 2003, have
been settled. Further, closure processes are under progress.

During the year, there is a decrease in other income as compared to the previous year’s
to the extent of Rs.2.09 lakhs (Rs.44.44 lakhs -Rs.46.53 lakhs). The increase in the overall
administrative and establishment expenses are to the extent of Rs.672.97 lakhs (Rs.4091.79
lakhs — Rs.3418.82 lakhs) and the net loss is to the extent of Rs.4047.35 lakhs. The reason
for net loss is mainly on account of stoppage of all the activities of the Company by relieving
all the employees under VRS and for providing interest on Government loans.
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1. Change in the nature of business, if any

All the activities of the Company have been stopped as per G.O. dated 3-9-2003. As
such, there is no change in the nature of business of the Company.

2. Dividend

No dividend is recommended, since the Company has been ordered to be closed as per
Government Order dated 03-09-2003 of GoK.

3. Reserves
The amounts, if any, which it proposed to carry to any reserves is to be given:
- Nil -

6. CHANGE OF NAME: - No -
7. Share Capital

The authorized equity share capital is Rs.24.00 crores and the paid up equity capital
is Rs.7.54 crores. The entire paid-up equity share capital is held by the GoK.

8. Directors and Key Managerial Personnel

The appointment and changes of Directors on the Board of Directors during the year
2022-2023 are as follows:
(15t April 2022 to 31t March 2023)

Sl. NAMES Date of
No Appointment Retirement
1 | Sri B.C.Patil Chairman 19-08-2020 -
2 | Sri S, R. Umashankar IAS., Director 02-11-2021 18-04.2022
3 | Sri Shivayagi C Kalasad IAS., Director 19-04-2022 -
4 | Sri Brijesh Kumar Dikshit, IFS., Managing Director 05-02-2019 31-05-2022
5 | Sri.B.Sharath.IAS Managing Director 31-05-2022 -
6 | Smt. Padmavathi, Director 28-12-2017 | 31-05-2022
7 | Dr.G.S.Mangala Director 08-07.2022 -

9. Key Managerial Personnel:

There are no key managerial personnel other than the Managing Director of the Company,
who discharges duties under the supervision of Board.
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10. Board Meetings
One Board Meeting was held during the year on 09-09-2022.

11. Declaration by an Independent Director(s) and re-appointment, if any
Not applicable.
12. Remuneration Policy
-Nil-
13. Details of Subsidiary/Joint Ventures/Associate Companies

-Nil-

14. AUDITORS:

(a) M/s Nagaraj & Ajith, Chartered Accountants, Bangalore, were
appointed as Statutory Auditors by the Comptroller and Auditor General of
India (C&AG) for the year under report. The replies to the comments and
qualifications by the Auditors in their report are appended to this report.

(b) Comments ofthe C&AG: The Accountant General (AUDIT-I), Karnataka,
Bangalore, has communicated “Comments Report” on the accounts of the
Company for the year ended March 31, 2023 and the same is appended to

this report.
15 Disclosure about Cost Audit Not applicable )
16 Secretarial Audit Report Not applicable Since the
17 Internal Audit & Controls Not applicable Company has

> been ordered
18 Issue of employee stock options Not applicable to be closed as
per G.O.K. order

19 Vigil Mechanism Not applicable
dated 3-09-2003

20 Risk management policy Not applicable )

21. EXTRACT OF ANNUAL RETURN:

The extract of Annual Return in Form MGT 9 as required pursuant to section 92(3) of the Companies
Act, 2013 and Rule 12(1) of the Companies Rules, 2014, is annexed to as a part of this report.
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25.

22.Material changes and commitments, if any, affecting the financial position of
the Company which have occurred between the end of the financial year of the
Company to which the financial statements relate and the date of the report.

There is no occurrence of material change and commitment made between the
end of the financial year and the date of this report which has affected the financial
position of the Company.

23. Significant and material orders passed by the regulators or courts or tribunals
impacting the going concern status and Company’s operations in future
-Nil-

24.Details in respect of adequacy of internal financial controls with reference to
the Financial Statements. (Applicable to Listed Company)

Deposits

The Company has not accepted any deposits during the year.

26. Particulars of loans, guarantees or investments under section 186

a) The Company has not given any loans, guarantees falling within the purview of

b)

Section 186 of the Companies Act, 2013.

INVESTMENTS

Towards floating of AGRO BASED INDUSTRIES, the Company has participated in the

equity shares in the past in such industries and the position as at 31-03-2023 is as follows:

(Rs. in lakhs)
S| Amount
; Name of the Enterprises invested
No. .
Rs. in lakhs

1 Karnataka State Agro Corn Products Limited 21.08
2 | Mangalore Chemicals & Fertilizers Limited 47.10
3 | The Gadag Co-operative Textile Mills Ltd. 15.00
4 | International Flower Auction Bangalore Limited 16.00
TOTAL 99.18

27.Particulars of contracts or arrangements with related parties: -
-Nil-

28.Corporate Governance Certificate -
Nil-

29. MANAGEMENT DISCUSSION AND ANALYSIS

The Financial Accounts for the year 2022-23 has been duly approved after detailed

discussions in the Company’s 297th Board Meeting held on 28-07-2023.
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30. SATUTORY DISCLOSURES -
Nil-

31. OBLIGATION OF COMPANY UNDER THE SEXUAL HARASSMENT OF WOMEN
AT WORK PLACE (PREVENTION, PROHIBITION AND REDRESSAL) ACT, 2013

Not applicable

32. Conservation of energy, technology absorption and foreign exchange earnings
and outgo

a) Conservation of energy
b) Technology absorption

Not applicable since all the activities of the Company are closed as per Government
Order dated 3-9-2003 of GoK.

c) Foreign exchange earnings and outgo -Nil-

33. Corporate Social Responsibility (CSR) -Nil-
34. Human Resources

Not applicable since all the employees have been relieved under VRS 2003 and all the
activities of the Company were stopped as per GoK order dated 3-9-2003.

35. Directors’ Responsibility Statement

As required under section 134(3) of the Companies Act, 2013, your Directors shall state
and confirm that:-

(@) in the preparation of the annual accounts, the applicable accounting standards
have been followed along with proper explanation relating to material departures;

(b) 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;

(c) 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 irregularities;

(d)  the Directors had prepared the annual accounts on a going concern basis; and
(e) 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.
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Transfer of amounts to Investor Education and Protection Fund

Unpaid dividend is appearing from 1974-75, for the reason for non payment of dividend
etc., are not available due to the closure process that is being carried on by the Company as
per Government Order dated 03-09-2003 of GoK.

36. LISTING WITH STOCK EXCHANGES:

The Company opened a De-mat account in Bg-SE Financials, where the equity shares
held by the Company in Mangalore Chemicals & Fertilizers Ltd., are listed.

37. Acknowledgements

The Directors are grateful to the GoK for the financial assistance extended on loan
basis, from time to time, to settle the VRS and terminal benefits of the voluntarily retired /
superannuated employees.

For and on behalf of the Board
Sd/-

Chairman

Place: Bangalore
Date: 22-09-2023
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Annexure [

FORM NO. MGT 9
EXTRACT OF ANNUAL RETURN

As on financial year ended on 31.03.2023

Pursuant to Section 92 (3) of the Companies Act, 2013 and Rule 12(1) of the Company
(Management & Administration) Rules, 2014.

I. REGISTRATION & OTHER DETAILS:

1. | CIN U00110 KA1967SGC001691
2. | Registration Date 01-09-1967
3. | Name of the Company Karnataka Agro Industries Corporation Limited

Category/Sub-category of

4. the Company Company Limited by Shares/State Government Undertaking
Address of the Registered Bellary Road, , Hebbal,
> office & contact details Bangalore-560024.
Phone : 080 23412839
6. | Whether listed company No

Name, Address & contact
7. | details of the Registrar & N.A
Transfer Agent, if any.

II.  PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY

Nil since the Company has been ordered to be closed as per Government Order dated 3-9-2003 of GoK, all
the activities have been stopped since 2004 and closure processes are under progress.

III. PARTICULARS OF HOLDING / SUBSIDIARY AND ASSOCIATE COMPANIES

Holding / % of
SN gsgeaar?d Address of the CIN/ GLN Subsidiary/ e
pany Associates held

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

Category-wise Share Holding

Category of Shareholders

No. of Shares held at the beginning of
the year [As on 31-March-2022]

No. of Shares held at the end of the year

[As on 31-March-2023]

% of Total

Demat | Physical Total Shares

Demat

Physical Total

% of Total
Shares

% Change
during
the year

A. Promoters

(1) Indian

a) Individual/ HUF

b) Central Govt

c) State Govt(s)

- 754084 754084 100%

754084 754084

d) Bodies Corp.

e) Banks / FI

f) Any other

Total shareholding of
Promoter (A)

- 754090 754090 100%

754090 754090

100%

B. Public Shareholding

1. Institutions

a) Mutual Funds

b) Banks / FI

c) Central Govt

d) State Govt(s)

e) Venture Capital Funds

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
up to Rs. 1 lakh

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

c) Others (specify)

Non Resident Indians

Overseas Corporate Bodies

Foreign Nationals

Clearing Members

Trusts

Foreign Bodies - D R

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)

- 754090 754090 100%

754090 754090

100%
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B) Shareholding of promoters

IS\II(') Sharl\el::r(;l;ier s Shareholding at the beginning of the year Shareholding at the end of the year % change
) in share
No. of % of total % of Shares Pledged | No. of % of total %of Shares Pledged | holding
Shares Shares of the | /encumbered to Shares Shares of the | /encumbered to during
company total shares company total shares the year
1 Governor of 754084 99% 754084 99% -
Karnataka
Total 754084 99% 754084 99%

C) Change in Promoters’ Shareholding (please specify, if there is no change)

No Change

D) Shareholding Pattern of top ten Shareholders:
(Other than Directors, Promoters and Holders of GDRs and ADRs):

Nil

E) Shareholding of Directors and Key Managerial Personnel:

Shareholding at the beginning

Cumulative Shareholding during

. . . of the year the year
Shareholding of each Directors and each Key Managerial
SN % of total % of total
Personnel No. of
No. of shares shares of the shares of the
shares
company company

1 Sri.B.C.Patil 01 - 01 -
Nominee of Government of Karnataka

2 Sri.B.Sharat IAS 01 - 01 -
Managing Director
Nominee of Government of Karnataka

3 Principal Secretary / Secretary Agriculture Dept. in GoK 01 - 01 -
(Nominee of Government of Karnataka)

4 Deputy Secretary Agriculture Dept. in GoK (Nominee of 01 - 01 -
Government of Karnataka)

5 Under Secretary (planning) Agriculture Dept. in 01 - 01 -
GoK(Nominee of Government of Karnataka)

6 Under Secretary (Services) Agriculture Dept. in GoK 01 - 01 -
(Nominee of Government of Karnataka)

F) INDEBTEDNESS -Indebtedness of the Company including interest outstanding/accrued but not due

for payment (Rs. in Lakhs)

ex?:lelf;irrf;;:;;lssits Unfs;:z;ed Deposits Total Indebtedness
Indebtedness at the beginning of the financial year
i) Principal Amount 6898.09 - 6898.09
ii) Interest due but not paid 29947.03 - 29947.03
iii) Interest accrued but not due - - -
Total (i+ii+iii) 36846.02 - 36846.02
Change in Indebtedness during the financial year
* Addition (Interest) 3801.57 B 3801.57
* Reduction - - -
Net Change - - -
Indebtedness at the end of the financial year
i) Principal Amount 6898.09 B 6898.09
ii) Interest due but not paid 33749.50 - 33749.50
iii) Interest accrued but not due - B -
Total (i+ii+iii) 40647.59 - 40647.59




REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL-
A. Remuneration to Managing Director, Whole-time Directors and/or Manager:
Nil
B. Remuneration to other Directors NIl

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

V. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES:

There is no penalty / punishment / compounding of offences:

For and on behalf of the Board
Sd/-
Chairman
Place: Bangalore
Date: 22-09-2023
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
BALANCE SHEET AS AT 31st March 2023

Amount in Thousands

Particulars Note | gendof | theendof
No. the current the previous
reporting period | reporting period
A | EQUITY AND LIABILITIES
1 | Shareholders’ funds
(a) Share capital 21 75,409 75,409
(b) Reserves and surplus 2.2 -4,527,928 -4,122,712
(c) Money received against share warrants -- --
-4,452,519 -4,047,303
2 | Non-current liabilities
(a) Long term Borrowings 2.3A 4,064,759 3,684,602
(b) Long term Provision 2.3B 2,990 7,175
4,067,749 3,691,777
3 | Current liabilities
(a) Trade payables 24 -- - -
(b) Other current liabilities 2.5 483,726 483,738
(c) Short-term provisions 2.6 47 47
483,773 483,785
TOTAL 99,003 128,259
B | ASSETS
1 | Non-current assets
(a) Property, Plant & Equipment & Intangible assets
(i) Property, Plant and Equipment 2.7 1,504 2,018
1,504 2,018
(b) Non-current investments 2.8 9,918 9,918
(c) Other Deposits 29 -—-- 10,289
11,422 22,225
2 | Current assets
(a) Trade receivables 2.10 13,198 13,368
(b) Cash and cash equivalents 2.1 63,931 80,406
(c) Other current assets 212 10,452 12,260
87,581 106,034
TOTAL 99,003 128,259
Significant accounting policies and notes on Financial Statements | 1 & 2

As per our report even dated

For Nagaraj & Ajith

Chartered Accountants

FRN: 010986S

Sd/-
|(JCA NAGARAJ ACHAR)

artner

Membership No. 214035
UDIN: 23214035BGVFAY5864

Place: Bengaluru
Date:17.08.2023

Sd/-

(Y.S.PATIL)

For and on behalf of the Board of Directors

Sd/-

(Dr. MANGALA G.S)
Director

Managing Director

Date: 28-07-2023
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

Statement of Profit and Loss for the year ended 31t March 2023

Amount in Thousands

Figures at Figures at
Particulars Note | the end of the end of
No. the current | the previous
reporting reporting
period period
A CONTINUING OPERATIONS
1 Revenue from operations (gross) -- - -
Less: Excise duty -- --
Revenue from operations (net) -- - -
2 Other income 213 4,444 4,653
3 Total income (1+2) 4,444 4,653
4 Expenses
(a) Employee benefits expense 214 1,539 926
(b) Finance costs 215 407,347 340,599
(c) Depreciation and amortisation expenses 2.7 17 23
(d) Other expenses 216 276 333
Total expenses 409,179 341,881
5 Profit / (Loss) before exceptional and extraordinary (404,735) (337,228)
items and tax (3 - 4)
6 Exceptional items -- --
7 Profit / (Loss) before extraordinary items and tax (5 *+ (404,735) (337,228)
6
8 E)xtraordinary items -- --
9 Profit / (Loss) before tax (7 + 8) (404,735) (337,228)
10 Tax expense:
(a) Current tax expense for current year -- --
(b) Deferred tax
(404,735) (337,228)
1" Profit / (Loss) for the year (404,735) (337,228)
12 Earnings per share (of * 100/- each): (447.20)
(a) Basic/Diluted (536.72)

Statements

Significant accounting policies and notes on Financial | 1 & 2

As per our report even dated
For Nagaraj & Ajith
Chartered Accountants
FRN: 010986S

Sd/-
(CANAGARAJ ACHAR)
Partner
Membership No. 214035
UDIN: 23214035BGVFAY5864
Place: Bengaluru
Date:17.08.2023

For and on behalf of the Board of Directors

Sd/-

(Y.S.PATIL)
Managing Director

Sd/-

(Dr. MANGALA G.S)
Director

Date: 28-07-2023
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
Cash Flow Statement for the Financial Year ended 31.03.2023

Amount in Thousands

Particulars

Cash Flow from operations
Profit / Loss Before Tax

Adjustment For

Other Income

Interest income

Dividend received

Interest paid

Depreciation

Operating Profit Before Working Capital Changes
Decrease (Increase) in Current Assets

Non current investment

Trade Receivables

Other Deposits

Other current assets

(Decrease) Increase in Current Liabilities & Provisions

Current Liabilities

Long term provision

Others (Long Term Borrowings)

Net Cash from operating activity

Cash Flow from investing activities

Capital expenditure on fixed assets

Net Cash from Investing Activities

Cash Flow from financing

Interest paid

Other income

Interest Income

Dividend Earned

Net Cash from Financing Activities

Total increase / (decrease) in cash and equivalents
Cash and equivalents at the beginning of the year
Cash and equivalents at the end of the year

As at 31.03.2023 | As at 31.03.2022
(404,735) (337,228)
(92) (12)
(3787) (4,170)
(565) (471)
407,347 340,599
17 23
(1,815) (1,259)
171 800
10,289 --
1807 29,253
(12) (105)
(4,184) (29,602)
6,256 (913)
15 --
6,271 (913)
(27,190) (1)
92 12

3787 4,170
565 471
(22,746) 4,652
(16,475) 3,739
80,406 76,667
63,931 80,406

Cash flow statement has been prepared under the “Indirect Method “ as set out in the Accounting Standard -3 on cash flow

As per our report even dated
For Nagaraj & Ajith
Chartered Accountants
FRN: 010986S
Sd/-

(CANAGARAJ ACHAR)
Partner

Membership No. 214035
UDIN: 23214035BGVFAY5864
Place: Bengaluru
Date:17.08.2023

(Y.S.PATIL)
Managing Director

Sd/-

Date: 28-07-2023

For and on behalf of the Board of Directors

Sd/-

(Dr. MANGALA G.S)
Director
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED, BANGALORE

Note No: 1 & 2:
ACCOUNTING POLICIES. NOTES & INFORMATION ATTACHED TO AND FORMING PART

OF ACCOUNTS FOR THE YEAR ENDED 31T MARCH 2023

1.

b)

d)

SIGNIFICANT ACCOUNTING POLICIES:

The Financial Statements have been prepared under historical cost convention in
accordance with applicable accounting standards.

The significant accounting policies are as under:

System of Accounting:

The Company follows the accrual system of accounting, except in the case of interest
on Hire Purchase Scheme and Interest on Sundry Debtors, which are accounted on
receipt basis.

Fixed Assets:

Fixed Assets are capitalized at cost, which comprises of Purchase Price (Net of Rebates
and Discounts) import duties, levies and any directly attributable costs incurred in
bringing the Assets to its present location, working condition and intended use.

Assets acquired from any specific grant received from Government or other agencies are
capitalized after reducing the grants from the original cost and depreciation is charged
accordingly.

Valuation of Inventories:

Raw Materials, Stock in Trade, packing materials and Stores and spares and finished
goods are valued at cost or Net realizable value whichever is lower.

Revenue Recognition:

(a)  Sale is recognized on transfer of significant risks and rewards of ownership to the
customers.

(b) Rental Income has been accounted on accrual basis.

() Dividend Income has been accounted on receipt basis.

Depreciation:

Depreciation on Fixed Assets is provided on the straight line method on the assets
acquired during the year and estimated useful lives of the assets as in the manner
specified in Schedule Il of the Companies Act, 2013 on the assets acquired prior to 1%
April 2014.

76



d)

Foreign Currency Transaction:

Revenue transactions in foreign currency are translated into the rupees at the exchange
rate prevailing on the date of transactions.

Gratuity:

Gratuity is accounted on accrual basis as per actual valuation.

Grants & Subsidies:

The Grant-in-Aid and Subsidies received from Government for specific schemes is
accounted under Current Liabilities and the actual utilization is debited to the same
account.

Investments:

Long term investments are stated at cost.

Taxes on Income:

Deferred tax is not recognized and calculated since the Company is under closure.
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

Notes forming part of the financial statements
Previous year’s figures have been regrouped wherever necessary to confirm with the current years presentation.

Note 2.1 Share capital

Amount in Thousands

Figures at the end of Figures at the
Particulars the current reporting end of the previous
period reporting period
a) Authorised
(2400000 Equity shares of Rs.100 each) 240,000 240,000
240,000 240,000
b) Issued subscribed and paid up capital (754090 Equity
Shares of Rs. 100/- each fully paid up) 75,409 75,409
75,409 75,409
Total 75,409 75,409

a) The Company has only one class of shares referred to as Equity Shares having Rs.100/- each.

b) Share Holders Details

Amount in Rupees

Number Is he % of Date of Date of
Name of the Person of Shares Promoter / Ho(I’din Becoming changes in the
held not 9 shareholder Current year

Governor of Karnataka 754084 Yes 99% 588?4977 & Nil

Chairman 1 Govt Nil
Nominee

Principal Secretary / Secretary, Agriculture 1 Govt Nil
Department in GoK Nominee

Commissioner for Agriculture & Managing Govt. .

. 1 . Nil
Director Nominee

Deputy Secretary, Agriculture Department in Govt. .

1 . Nil
GoK Nominee

Under Secretary (Planning), Agriculture 1 Govt. Nil
Department in GoK Nominee

Under Secretary (Services), Agriculture 1 Govt. Nil
Department in GoK Nominee

c) Share Holding of promoters

Amount in Rupees

Shares held by promoters at the end of the year

S1. No.

Promoter Name No. of shares

% of total shares

% Changes during the year

1

Governor of Karnataka 754084

99%

Nil

d) Statement of changes in Equity

Amount in Rupees

Particulars Current reporting period | Previous reporting period
i) Balance at the beginning of the reporting 754090 75409000 754090 75409000
period
ii) Changes in Equity Share Capital due to Nil Nil Nil Nil
prior period errors
iii) Restated balance Nil Nil Nil Nil
iv) Changes in Equity Share Capital Nil Nil Nil Nil
v) Balance Share Capital 754090 75409000 754090 75409000
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

Notes forming part of the financial statements

Note 2.2 Reserves and surplus

Amount in Thousands

Figures at Figures at
Particulars the end of th? end of th(_a
the current previous reporting
reporting period period
(a) Capital reserve
Opening balance 1,705 1,705
Add: Additions during the year -- - -
Less: Utilised / transferred during the year -- --
Closing balance 1,705 1,705
(b) Revaluation reserve
Opening Balance 1,469 1,523
Add: Addition on revaluations during the year
Less: Utilised for set off against depreciation 448
Written back / other utilisations during 33 481 54
Closing balance 988 1,469
(c) Surplus / (Deficit) in Statement of Profit and Loss
Opening balance (4,125,886) (3,788,658)
Add: Profit / (Loss) for the year (404,735) (337,229)
Amounts transferred from:
General reserves
Other reserves (remaining depreciation on completed useful life of
assets transferred to retained earnings)
Closing balance (4,530,621) (4,125,886)
Total (4,527,928) (4,122,712)
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KRNATAKA AGRO INDUSTRIES CORPORATION LIMITED
Notes forming part of the financial statements

Note 2.3A Long-term borrowings

Amount in Thousands

Figures at the Figures at the end
Particulars end of the current of the previous
reporting period reporting period

(@) Term loans
From banks --

From other parties -- --
Secured -- --
Unsecured -- --

(b) Other loans and advances (specify nature) - - - -
Secured -- --
Unsecured (Refer Note 2.3A.1) 4,064,759 3,684,602

4,064,759 3,684,602
Total 4,064,759 3,684,602

Note 2.3A.1

Un Secured Loan

Loans Granted from GOK 485,163 485,163

Loans Granted from GOK 8,772 8,772

Long Term Loans GOK 78,674 78,674

Long Term Loans GOK (Interest Free) 117,200 117,200

Interest Accrued and due thereon (Sl.No. 1 to 2) 1,059,927 1,003,124

Interest Accrued and due thereon (Sl.No. 3) 2,315,023 1,991,669

Total 4,064,759 3,684,602

Repayment

Period of Loan / Rate of Interest / Sanction Date Amount of Principle &

Interest
6 Years 9% + 2.5% P.A. 26-12-2003 to 17-2-2005 485,163 Nil
(8 inst)

6 Years 9% + 2.5% P.A. 29-05-2007 & 31-12-2007 8,7’72 Nil

Not available 19% P.A & 15% HY. 06-09-1999 & 25-01-2001 78,674 Nil

Not available Interest free 31-03-2000 117,200 Nil

Note 2.3B Long Term Provisions

Amount in Thousands

Particulars

Figures at

the end of

the current
reporting period

Figures at
the end of
the previous
reporting period

Provision for VRS 2003 Benefits 994 5,179
Provision for Unpaid Dividend (1974-75) 1,996 1,996
Total 2,990 7,175
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
Notes forming part of the financial statements

Current liabilities

Amount in Thousands

Particulars

Figures at the

end of the current
reporting period

Figures at the
end of the previous
reporting period

Note 2.4 Trade Payables:

(A)Total outstanding dues to Micro, Small and

Medium Enterprises

(B)Total outstanding dues of creditors other than
Micro, Small Enterprises (More than180 days)

Trade payable ageing schedule

Outstanding for the following periods from due date of
payments
Particulars Total
Less than 1 More than 3
1-2 years 2-3 years
year years
(i) MSME Nil Nil Nil Nil Nil
(ii) Others Nil Nil Nil Nil Nil
(iii) Disputed dues MSME Nil Nil Nil Nil Nil
(iv) Disputed dues others Nil Nil Nil Nil Nil
Amount in Thousands
Note 2.5 Other Current Liabilities
Advance received against sales/services/others 94 106
Other Liabilities 483,632 483,632
Total 483,726 483,738
Amount in Thousands
Note 2.6 Short-term provisions
Audit fees 47 47
Total 47 47
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
Notes forming part of the financial statements

Note 2.9 Non Current Assets

Amount in Thousands

Figures at Figures at
the end of the end of
Particulars the current the previous
reporting reporting
period period
Deposit to Court (for specific purpose) -- 10,289
Total -- 10,289
Note 2.10 Trade receivables Amount in Thousands
Figures at Figures at
the end of the end of
Particulars the current the previous
reporting reporting
period period
Secured, considered good
Unsecured, considered good ( Receivables outstanding for a
period exceeding six months from the date they became due 13,198 13,368
for payment)
Doubtful
13,198 13,368
Other receivables Unsecured
Considered Good - -
Considered Doubtful -- --
13,198 13,368
Less: Provision for doubtful trade receivables -- -
Total 13,198 13,368
Trade receivable ageing schedule
Outstanding for the following periods from due date
of payments
Particulars Less' Six 19 5.3 More Total
than six | months to than 3
years years
months one year years
(i) Undisputed Trade . . . . . .
Receivable — considered good Nil Nil Nil Nil Nil Nil
(ii) Undisputed Trade
Receivable — considered Nil Nil Nil Nil Nil Nil
doubtful
(iii) Disputed Trade Receivable . . . .
— considered good Nil Nil Nil Nil 13,198 13,198
(iv) Disputed Trade Receivable . . . . . .
~ considered doubtful Nil Nil Nil Nil Nil Nil
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
Notes forming part of the financial statements

Note 2.11 Cash and cash equivalents

Amount in Thousands

Figures at Figures at
the end of the end of
Particulars the current the previous
reporting reporting
period period
(a) Cash on hand 8 3
(b) Balances with banks
(i) In current / SB accounts 1,662 881
(ii) In fixed deposit accounts 62,261 79,522
(Maturity 1 year and below)
Total 63,931 80,406

Note 2.12 Other current assets

Amount in Thousands

Figures at Figures at
the end of the end of
Particulars the current the previous
reporting reporting
period period
Tax Deducted at Source [A] 8,511 8,421
ADVANCES RECOVERABLE IN CASH OR IN KIND OR FOR VALUE
Considered Good - - - -
Considered doubtful - 2,580
Rent receivable 180 1,762
Interest Accrued on Deposits 1,761 2,077
1,941 6,419
Less: Provision for doubtful advances - 2,580
Sub Total [B] 1,941 3,839
Total [A + B] 10,452 12,260
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
Notes forming part of the financial statements
Note 2.13 Other income

Amount in Thousands

Figures at Figures at
Particulars the end of the end of
the current the previous
reporting reporting
period period
Interest income
[TDS on Interest Rs3,44,732/-[PY Rs. 35,71,591/-] 3,787 4,170
Dividend income 565 471
Profit on Sale/Transfer of Assets 51 -
Other Income 41 12
Total - Other non-operating income 4,444 4,653
Details of Prior period items (net) Rental Income -- --
Total Other income 4,444 4,653

Note 2.14 Employee benefits expenses:

Amount in Thousands

Figures at Figures at
the end of the end of
Particulars the current the previous
reporting reporting
period period
Salaries and wages 1,134 732
Gratuity and Exgratia 355 -
Staff welfare expenses 1 194
EL Salary 49
Total 1,539 926
Note 2.15 Finance costs Amount in Thousands
Figures at Figures at
the end of the end of
Particulars the current the previous
reporting reporting
period period
(a) Interest expense on:
(i) Borrowings 380,157 340,598
(ii)) Others 27,189 - -
(b) Bank Charges 1 1
Total 407,347 340,599
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

Notes forming part of the financial statements

Note 2.16 Other expenses

Amount in Thousands

Figures at Figures at
the end of
. the end of .
Particulars the previous
the current .
reporting period reporting
period
Repairs and maintenance — Vehicles 46 39
Rates and taxes 18 16
Communication expenses 11 11
Printing and stationery 49 37
Legal and professional 80 106
Payment to auditors 47 47
House keeping charges - 67
General expenses S 10
Freight and Handling 19 --
Loss on transfer of Assets 1 --
Total 276 333

Note 2.16.1
ADJUSTMENT IN RESPECT OF PRIOR YEAR (DEBIT)

Interest account

TOTAL DEBIT ‘A’
ADJUSTMENT IN RESPECT OF PRIOR YEAR (CREDIT) - --
TOTAL CREDIT ‘B’ -- --

NET BALANCE ‘A’ - ‘B’ [ DEBIT]
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

2.17 Ratios Amount in Thousands
Reason
31 Mar- %
31 Mar-2023 2022 Variance fpr
Sl. . variance
Ratio Formula
No. .
Numerator Denominator . .
Ratio Ratio
Amount Amount
1| Current Ratio | SUTent Assets / 87,581 4,83773/018 | 0.22 18.18% | NA
Current Liabilities
2| Debt —Equity | Total Debt / Share 4,067,749 4452519091 | 0.91 NA NA
Ratio Holders Equity
Debt Service |Earnings available
3| coverage for Debt service/ Unable to Calculate as there is no repayment NA NA
Ratio Debt service
Net profit after
Return on taxes - preference
4| Equity Ratio |dividend (if any) (404,735) 4,249,911 |-9.52% -8.09% | -17.67% NA
(ROE) / Average Share
Holders Equity
Inventory Cost of goods sold Unable to Calculate as there are no sales during the
or sales / Average
5| Turnover ; year NA NA
. Inventory (opening
Ratio .
+ closing balance)
Trade Credit Sales / Unable to Calculate as there are no sales during the
Receivables Average Accounts year
6 Receivable NA NA
Turnover . .
. (Opening + Closing
Ratio
Balance)
Net Credit
Trade purqhases (Gross Unable to Calculate as there are no purchases during
Payable credit purchases -
7 the year NA NA
Turnover purchase returns)
Ratio / Average Trade
payable
Net Capital Net sales (Total Unable to Calculate as there are no sales during the
sales - sales
8| Turnover year NA NA
: returns) / Average
Ratio . .
working capital
Net Profit Net profits / Net Unable to Calculate as there are no sales during the
9 . year NA NA
Ratio Sales
No
Earning before Rental
interest and taxes Income
Return on : from M/S
Capital |/ Capital employed IFAB
10 emploved (Tangible Net 2611 25% durin
ploy worth + Total Debt 9
(ROCE) + Deference Tax the
I 4,452,519 (-)0,06% (-)0.08% Current
liability) : .
Financial
Year
Return on (MV (T1) - MV (TO) . .
11| Investment |- sum (C (1)) /(W (1) Unable to Calculate as the company is not listed NA NA
(ROI) +c(t) )

NOTE: Ratio has been rounded of to two decimals
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2.18. Fixed Assets Includes:

(a) Land measuring 5 acres situated in Sy. No.60, at Bidar was allotted to the Company. The Company

constructed thereon a building. This property of the Company was allotted to three other parties by
the Deputy Commissioner, Bidar, (DC, Bidar) without the knowledge of the Company. Challenging
these orders, W.P. Nos. 83165 — 83167/2011 were filed in the High Court of Karnataka, Circuit
Bench, Gulbarga. Though the said Court, by its interim order dated 21.10.2011, stayed all the
three orders of the DC, Bidar, Dalith Mahasabha Society, an allottee, violating the said order of
stay, was constructing a building. Necessary steps were taken to stop construction. However, the
High Court passed the judgment dated 28-01-2020 observing that the DC, Bidar has unilaterally
proceeded to resume the lands and the same is in gross violation of Rule 25 of the Karnataka
Land Grant Rules, 1969, directing him to redo the allotment, if required, complying strictly with
the said Rules legally. Accordingly D.C. Bidar issued notice on 07-07-2021 and on 16-07-2022 to
appear with statement of objections and in response to the said notice the Company filed written
objections on 21-07-2022. After hearing, the D C Bidar passed order on 18.08.2022 withdrawing
his earlier allotment made in favour of the Company and assigned the same to others. This matter
was placed before the 296" Board Meeting of the Company held on 09-09-2022. The Board after
detailed discussions noted the subject and decided to pass necessary entry to reduce the asset
in the books of accounts of the Company. Accordingly, necessary entries have been passed and
effected in the books of accounts during the financial year 2022-23.

(b)  As per the circular resolution dated 21-12-2020 of the Company and as approved in the

294" Board Meeting of the Company held on 21-01-2021, provision in the books of accounts of the
Company has been given effect to towards the rental income from IFAB from 01-06-2014 to 31-03-
2020 and from 01-04-2020 to 30-11-2020 during the year 2020-21. The details of the same are as

follows:
Sl . Amount
No Description (Rs)
1 | Rent payable by IFAB @ 1% of its turnover from 01-06-2014 to 31-05-2018. 73,78,290
2 | Rent payable by IFAB at PWD rate as per G.O. dated 05-06-2018 from
01-06-2018 to 31-03-2020. 1,98,88,000
3 | Rent payable by IFAB from April 2020 to November 2020 72,32,000
4 | Earlier year rent 15,240
Gross amount 3,45,13,530
Less deductions:
Rs
1. Adjusted towards share capital 15,20,000
2. GS.T. 77,619
3. TD.S. 33,14,229 49,11,848
Balance rent receivable from IFAB from
01-06-2014 to 30-11-2020 2,96,01,682

As per the direction of the GoK in G.O. No.AGRI-ACT/26/2020 dated 27-01-2021, the land and
the IFAB buildings complex constructed thereon has been transferred to GoK in Agriculture
Department on 04-02-2021 and also passed necessary entry in the books of accounts of the
Company during the year 2020-21.

Further as per letter dated 03-03-2022 of GoK in Agriculture Department, an amount of
Rs.2,96,01,680/- towards the rent receivable by the Company for the period from 01-06-2014
to 30-11-2020 from M/s IFAB has been adjusted to GoK loan and accrued interest during the
financial year 2021-22.
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(c) In ameeting held on 30.06.2020 under the Chairmanship of the Addl. Chief Secretary, Finance
Department, GoK, it was decided as under:

(i) to withdraw G.O. dated 06-09-1999 issued for conversion of loan (principal) amount of
Rs.25.54 crores into equity shares in KAIC and the same to be treated as loan (principal)
with 18% interest per annum,

(i) to withdraw G.O’s. dated 31-03-2000 and 19-09-2000 issued for conversion of
accumulated interest on the loan amount of Rs.24 crores into equity shares and the
same be treated as accrued interest on loan,

(iii) treat Rs.11.72 crores grant-in-aid as soft loan,

(iv) adjust the dues towards Government loans and accumulated interest thereon to the
guidance value of the immovable properties of the Company transferred to GoK.

However, issue of G.O. in respect of SI.No. (c)(i) & (ii) is pending as on the date of financial
statement.

2.19. Trade receivable includes:

Suits were filed in the appropriate courts for recovery of Rs.131.98 lakhs (PY Rs133.68 lakhs).
These suits have been disposed off against the Company. The counsel of the Company in his
legal opinion dated 22-02-2016 was of the view that these suits are not fit for appeal. As per
decision taken by the Company in its 288" and 289" Board meetings, one more legal opinion
dated 23-05-2018 was obtained from another counsel of the Company. As per decision of the
Board, these cases have been entrusted to an advocate Sri Sounder Rajan and he has issued
legal notices to the respective parties.

2.20. Advances receivable in cash or kind includes:

(a) Rs.25.80 lakhs (PY Rs.25.80 lakhs) was due from different parties and employees.
Out of this a sum of Rs.25.46 lakhs represents cash misappropriation by an ex-employee. The
same was referred to the CoD for investigation during the year 1995-96. CoD had filed three
criminal cases in CC No0.8174/1996 No.8203/1997 and No0.8059/1998 in CMM Court. Further,
the Company in its letters dated 24-08-2021 and 14-12-2021 followed by personal visits
requested the office of the CoD to inform the present status position of the criminal cases.
In their reply letter dated 20-12-2021, they have informed that charge sheets have already
been filed in the court, that the accused person V. Shankara Shetty has expired and that the
Hon’ble Court ordered on 14-11-2017 treating the investigation as closed. Hence, this subject
was placed in the 296" Board Meeting of the Company held on 09-09-2022. The Board decided
to write off Rs.25.80 lakhs (comprising of Rs.25.46 lakhs plus Rs.0.34 lakhs) in the books of
accounts of the Company because the same was outstanding since long time and cannot be
recovered. As such, suitable entry has been passed during the financial year 2022-23.

(b) Confirmation of balances of parties for debts owed to the Company and owed by the
Company are awaited.
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2.21. No provision has been made for:
(a) Claims made by the Commercial Tax Department (CTD) in its letter dated 04-12-2008
towards the following amounts are outstanding:
Sl. Particulars Period Amount
No (Rs)
1 KST 1988-89, 1998-99 to 2001-02, 2004-05 64,94,205
2 CST 1977-78, 1996-97 to 1999-00, 2001-02, 2004-05 79,475
3 KTEG 1995-96, 1996-97, 1998-99 to 2000-01 2,98,499
4 Interest u/s 13(2) 1988-89, 1998-99 to 2001-02, 2004-05 79,35,474
5 Interest u/s 8(2) 1995-96, 1996-97, 1998-99 to 2000-01 3,31,611
Total 1,51,39,264
However, when this matter was referred to Governmentin Finance Department by the Company
in its letter dated 26-11-2008, requesting for waiver of the above claims of CTD amounting to
Rs.1,51,39,264/-, the Finance Department in its Note dated 20-08-2009 informed that after
clearing the other liabilities, KAIC may revert to Finance Department for waiver of Sales Tax
arrears. As such, no provision has been made.
(b) There exists a TDS Demand amounting to Rs 8,200/- as on date as per the Traces portal
reported online by the Tax Authorities.
2.22 As per the decision taken in the 285" Board Meeting of the Company held on 01-02-2017,

2.23.

2.24,

investments made in equity shares of (i) Mangalore Chemicals & Fertilizers Limited (ii) Karnataka
State Co-operative Marketing Federation Limited, and (iii) Karnataka State Co-operative Apex
Bank Limited, were to be transferred to Karnataka State Seeds Corporation Limited (KSSC) and
the equity shares held in International Flower Auction Bangalore Limited were to be transferred
to Karnataka State Agricultural Produce Processing & Export Corporation Limited (KAPPEC) at
face value after issue of G.O by GoK permitting the Company to do so. But as per the letter dated
03-09-2021 of Agriculture Department in GOK, it has been informed that the loan and interest
payable by the Company to GOK are being adjusted towards assets of the Company and as such
it is not proper to transfer the equity shares held by the Company in other companies either to
KSSC or KAPPEC.

Voluntary Retirement Schemes 1999/2000 and 2003:

The total amount of Rs.4,939.35 lakhs has been received from GoK towards settlement of VRS
benefits. The Company has already utilised this amount in full for the purpose for which it was
received. The short fall amount of Rs.9.94 lakhs to be payable to ex-employees has to be borne
by the Company out of its own funds.

Contingent liabilities:

(a) Company is contingently liable for:

(i) M/s IFFCO Ltd., filed Ex.900/2015 before the City Civil Judge, Bangalore, claiming

Rs.4,11,55,766/- as the balance amount payable as per award dated 07-12-2007 passed in AS
No0.13/2008. Challenging this award, the Company filed Misc. No.208/2015 for restoration of
AS No0.13/2008, while disposing this case, the Hon’ble Court in its order dated 29-06-2017
ordered that AS No.13/2008 shall be restored subjectto depositing of 25% of the claim amount
of s Rs.4,11,55,766/- in Ex. N0.900/2015. Accordingly, the Company deposited Rs.1,02,88,942/- in
the court on 27-09-2017 and AS No.13/2008 was restored and same was pending in the City Civil
Court, Bangalore, at the stage of arguments.
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As prayed by the respondent in its memo, the case was transferred to Commercial Court. The
Commercial Court in its judgment dated 23-04-2021 dismissed the case. As per the legal opinion
dated 16.05.2021 of the advocate of the Company, negotiations were held and arrived at an amicable
settlement. As per this amicable settlement the Company shall have to pay Rs.1,69,00,000/- in full
and final settlement of the entire amount payable by the Company to IFFCO in addition to withdrawal
of the 25% deposit made by the Company in the court along with accrued interest thereon and no
other claims will be preferred by IFFCO on any account. This matter was placed in 296" Board
Meeting of the Company held on 09-09-2022 and as per the decision of the Board and approval of
Chairman on 04-11-2022, the amount of Rs.1,69,00,000/- has been paid to M/s IFFCO vide cheque
N0.495983 dated 18-10-2022 under acknowledgement with a request to arrange to file joint memo
for withdrawal of Rs.1,02,88,924/- . Joint memo was filed on 13-12-2022.

(i) Provision amounting to Rs.4,40,00,000/-, being the following amounts payable to ex-employees
of the Company in accordance with the audit report of State Accounts Department, is not made.
Since the same is contingent, the amount will be quantifiable only after disposal of court cases.
Action will be taken in accordance with the court orders.

S| Particulars As per SAD
No report

1 Payment of back wages and other benefits payable to ex-employees as per 1,25,00,000
Court Orders (approx).

2 Payment of interest @ 6% on delayed settlement of VRS/retirement 3,15,00,000
benefits in pursuance with the Court Orders.
Total 4,40,00,000

(il The Company had filed Appeal No.260/ACIT-C-4(1)(1)/CIT (A)-4/14-15 before the Commissioner
of Income Tax, Appeal-4, Bangalore, against the Income Tax assessment order dated 13/02/2015
passed by the DCIT Circle 4(1)(1), Bangalore, ordering payment of Rs.1,17,44,870/- for the
assessment year 2012-13. The appeal was disposed of in favour of the Company on 27-02-2017.
However, the DCIT, Circle 4(1)(1), Bangalore had filed appeal in ITA No.1223/Bang/2017 before the
Income Tax Tribunal, Bangalore, challenging the order dated 27-02-2017 and the same was also
dismissed in order dated 31-01-2018. As such, the Company in its letter dated 01-03-2018 requested
the DCIT, Circle 4(1)(1), Bangalore, to cancel the demand raised. Accordingly, concerned authority
modified and recomputed the income and tax thereon. Due to this, the tax payable by the Company
is nil as per their order dated 30-06-2017 (order received by us on 15-06-2018). However, DCIT,
Circle 4(1)(1), Bangalore, has again appealed in MP No0.263/2018 (in ITA No.1223/Bang/2017) and
the same has also been dismissed by the Income Tax Appellate Tribunal, Bangalore in its order
dated 02.09.2021. Further DCIT, Circle 4(3)(1), Bangalore, has appealed in MA No128/BANG/2022
dated 22.11.2022 and the same has also been dismissed on 03.02.2023.However again the Pr.
Commissioner of Income Tax-2 and Another has filed appeal in The High Court of Karnataka vide
ITANO.509/2022 and the same is pending.

(iv) Income Tax Department National e-Assessment Centre hasissued notice for penalty under section
270A for the assessment year 2018-19 regarding disallowance of interest of Rs.21,39,17,064/-. The
Company has suitably replied requesting for keeping the proceedings in abeyance as the original
appeal is pending.

(v) In respect of cases filed against the Company, the amount could not be quantified as the same
will be known only after final disposal of the pending court cases.

2.25. Unpaid Dividend
The unpaid dividend is appearing from 1974-75, for the reason for non payment of dividend etc.,
are not available due to the closure process that is being carried on by the Company as per the
Govt. Order dated 03-09-2003.

93



2.26.

Closure of the Company:

The GoK by its Government Order No. DDPER/55/ARU/2003 dated 03.09.2003 ordered to stop
all the activities of the Company and to relieve all the employees under Voluntary Retirement
Scheme 2003. Accordingly, all the activities of the Company have been stopped and all the
employees have been relieved under the VRS and all the branch offices have been closed
including Head Office and further closure processes are being carried on. Further, the Annual
Accounts has been prepared as ongoing concern basis.

2.27. Other Statutory Information

1

2

10
11

12

13

14

The Company does not have any immovable property whose title deeds are not held in the

name of the Company.

The Company does not have any benami property, where any proceeding has been initiated or

pending against the Company for holding any benami property.

The Company has not advanced any loans or advances in the nature of loans to specified

persons viz. promoters, directors, KMPs, related parties; which are repayable on demand or

where the agreement does not specify any terms or period of repayment.

The Company has utilised funds raised from issue of securities or borrowings from banks and

financial institutions for the specific purposes for which they were issued/taken.

The Company has not obtained any borrowings from banks or financial institutions on the basis

of security of current assets.

The Company has not been declared as a wilful defaulter by any lender who has powers to

declare a company as a wilful defaulter at any time during the financial year or after the end of

reporting period but before the date when financial statements are approved.

The Company has not advanced or loaned or invested funds to any other person(s) or entity(ies),

including foreign entities (Intermediaries) with the understanding that the Intermediary shall:

(a) directly or indirectly lend or invest in other persons or entities identified in any manner

whatsoever by or on behalf of the Company (Ultimate Beneficiaries) or

(b) provide any guarantee, security or the like to or on behalf of the Ultimate Beneficiaries.

The Company has not received any fund from any person(s) or entity(ies), including foreign

entities (Funding Party) with the understanding (whether recorded in writing or otherwise) that

the Company shall:

(a) directly or indirectly lend or invest in other persons or entities identified in any manner
whatsoever by or on behalf of the Funding Party (Ultimate Beneficiaries) or

(b) provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries.

The provisions of Corporate Social Responsibility under Section 135 of the Companies Act,

2013 are not applicable to the Company.

The Company does not have any transactions with struck-off companies.

The Company does not have any transaction which is not recorded in the books of accounts but

has been surrendered or disclosed as income during the year in the tax assessments under the

Income Tax Act, 1961 (such as, search or survey or any other relevant provisions of the Income

Tax Act, 1961).

The Company has not traded or invested in Crypto Currency or Virtual Currency during the

financial year.

The Company has complied with the number of layers prescribed under clause (87) of section

2 of the Companies Act, 2013 read with Companies (Restriction on number of Layers) Rules,

2017.

The Company does not have any charges or satisfaction which is yet to be registered with the

Registrar of Companies (ROC) beyond the statutory period.
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2.28. Other information:

Earning per Share:

Earning per share is calculated as per Accounting Standard — 20 issued by the Institute of
Chartered Accountants of India. The net loss considered for calculation of basic earning per

share is Rs. 4047.35 Lakhs.

s Year
No Particulars 2022- 23
(lakhs)
1 Weighted Average No. of Equity 7,54,090
Profit / (Losses) for the year (4047.35)
3 | Basic Earning per Share (536.72)

2.29. Deferred tax has not been recognized as per the Accounting Standard 22 since the Company is

under the process of closure.

2.30. Figures have been rounded off to the nearest thousands.

As per our report even dated
For Nagaraj & Ajith
Chartered Accountants

FRN: 010986S

Sd/-

%)CA NAGARA]J ACHAR)
artner

Membership No. 214035
UDIN: 23214035BGVFAY5864

Place: Bengaluru
Date:17.08.2023

For and on behalf of the Board of Directors

Sd/- Sd/-
(Y.S.PATIL) (Dr. MANGALA G.S)
Managing Director Director

Date: 28-07-2023
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NAGARA]J & AJITH NO.892/A, 1% & 2 Floor,
CHARTERED ACCOUNTANTS 9t Cross, Modi Hospital Main Road,

Mahalakshmipuram,
Bengaluru-560086.
Tel: 080-23193139, 080-40967142

Email: mncaindia@gmail.com

To

REVISED INDEPENDENT AUDITOR’S REPORT

The Members of

Karnataka Agro Industries Corporation Ltd
24, Bellary Road,

Hebbal,

PO Box No.2478

Bangalore-560024.

Revised Report on the Audit of the Standalone Financial Statements

Qualified Opinion:

1.

We have audited the standalone financial statements of Karnataka Agro Industries Corporation
Ltd (“the Company”), which comprise the balance sheet as at March 31, 2023, and the statement
of Profit and Loss and the statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting policies and other explanatory
information. Subsequently the audit report has undergone revision in the light of the observation
of the Comptroller and Auditor General of India this report supersedes our earlier report dated
17" August 2023.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid financial statements give the information required by the Companies Act, 2013 ((the
Act) in the manner so required and gives a true and fair view in conformity with the accounting
Standards prescribed under section 133 of the Act and other accounting principles general accepted
in India of the State of affairs of the Company as at March 31st, 2023 profit/loss and its cash
flows for the year ended on that date except for the effects of the matter described in the basis for
qualified opinion section of this report.

Basis of Qualified Opinion:

2.

We conducted our auditinaccordance with the Standards on Auditing (SAs) specified under
section 143(10) of the Companies Act, 2013. Our responsibilities under those Standards are
further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Code of
Ethics issued by the Institute of Chartered Accountants of India together with the ethical
requirements that are relevant to our audit of the financial statements under the provisions
of the Companies Act, 2013 and the Rules thereunder, and we have fulfilled our other
ethical responsibilities in accordance with these requirements and the Code of Ethics. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our qualified opinion.
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Material Uncertainty Related to Going Concern
Subject to our comments in the annexure to in Para 1 of “Report on Other Legal and Regulatory
Requirements” below, we report that;

1. Going concern
a) The Government of Karnataka vide in its order NoDDPER/55/ ARU /2003 dated
3rdSeptember 2003 has decided to close down the company.

b) The company has accumulated losses of Rs.45279.28 Lakhs, as at 31st March 2023
which exceeds the total net worth of the company.

c) The above mentioned facts in Paragraph 1 (a) & (b) strongly suggest that Company
will not be able to function as a going concern.

d) Considering the above, we are of the opinion, that going concern assumption used
in the preparation of the Financial Statement is not in accordance with SA 570.
The Assets and Liabilities are required to be stated at realizable value rather than
historical cost.

Company has calculated interest on loan provided by Government of Karnataka at the rate
of 19% pa on flat basis. However as per terms and conditions of GO No AHD 06 ASC 99(P1)
dated 06-09-1999, the loan shall carry 15% interest compounded semi-annually along with
the additionally penal interest of 4% p.a in case of default. The Chargeability resulted in the
understatement of interest for the year amounting to Rs. 1.89 lakhs. The understatement of
interest for previous years (With effect from the year 2000 onwards) could not be quantified in
the absence of details.

Accounting Standard 13 (Accounting for Investments) relating to non-determination of
permanent diminution in the value of Investments (amount not quantified) and non-
provision for Rs. 36.08 Lakhs in respect of Investments made in Companies, where the
net worth of these companies has completely eroded (The Gadag Co-op Textiles Mills
Ltd amounting Rs 15.00 Lakhs and Karnataka State Agro Corn. Products Ltd amounting
to Rs 21.08 Lakhs).

The Company has adopted Written Down Method for calculation of depreciation to be
reduced from the revaluation reserve in case of the building assets which is contrary to
the accounting policy mentioned in notes on accounts 1 (e) which states that Depreciation
on Fixed Assets is provided on the Straight line method on the assets acquired during
the year and estimated useful lives of the assets as in the manner specified in Schedule
IT of the Companies act, 2013 on the assets acquired prior to 1st April 2014.

No Provisions have been made as noted below:

a) Attention is drawn to Note no. 2.19 Sundry debtors
No provision has been made for an amount of Rs.131.98 Lakhs of Debtors Wherein Courts
have disposed of suits against Company.
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b) The company has not paid service tax on the legal services received from advocates under
reverse charge mechanism. The total liability on service tax, interest &penalty is not
ascertainable.

¢) No action has been taken to comply with GST laws. As such the company has not paid the
GST on the legal services received from advocates under reverse charge mechanism. The
total liability of GST, interest & penalty is not ascertainable.

d) During the year 2020-21 The Company has transferred the Assets rented out to M/S IFAB
Ltd Hebbal Bangalore to GOK in Agriculture Department as per G.O. dated 27-01-2021 by
charging resulting difference to the” Loss on Transfer of Asset “and disclosed under other
expenses [Note No.2.18(b)] in statement of Profit and Loss.

The disclosure is violative of para no of AS 5 and instructions given in preparation of
Financial Statements in Schedule -III to the Companies Act,2013.

Further, Company has not considered impact, if any, under the Income Tax Act, 1961 as
amended to date.

e) No Deferred Tax Adjustments have been made and AS 22 prescribed under the Companies
Act, 2013 has been violated.

Reference is also invited to the following notes to accounts where the impact of the same on
accounts is not ascertainable:
a) Company has not obtained confirmation from M/s. IFAB Ltd for Rs.1,79,616.00
b) Note No. 2.20(b) regarding non obtaining Confirmation of balances for Advances
receivable in cash or Kind.
c) Note No. 2.21 regarding claims for sales Tax liabilities for which no provision has
been made for reasons indicated therein.

Information other than the Financial Statements and Auditor’s Report Thereon

The Company’s Board of Directors and Management is responsible for the preparation of the
other information. The other information comprises the information obtained at the date of
this Auditor’s Report, but does not include the financial statements and our auditor’s report
thereon.

Our opinion on the standalone financial statements does not cover the other information and
we do not express any form of assurance conclusion thereon.

In connection with our audit of the standalone financial statements, our responsibility is
to read the other information and, in doing so, consider whether the other information is
materially inconsistent with the standalone financial statements or our knowledge obtained
during the course of our audit or otherwise appears to be materially misstated. If, based on
the work we have performed, we conclude that there is a material misstatement of this other
information; we are required to report that fact. We have nothing to report in this regard.
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6.

Unpaid Dividend:

The Company has not adhered to the provision of Section 205A of Companies Act, 1956
by not transferring such dividend to the Investor Education and Protection Fund. This
being an offence under the Companies Act, 2013, all directors and officers are liable for
consequence thereof.

Emphasis matter
We draw attention to the following matters in the notes to financial statements:

(a) As per the financial statement which indicate that the company has accumulated losses and its

net worth has been fully eroded, the company has incurred a net Loss during the current year
Rs. 4,047.35 Lakhs (P.Y. 3,372.28 Lakhs) and the company current liabilities exceeded its current
assets as at the balance sheet date. These conditions along with other matters set forth in Notes to
accounts indicate the Existence of Material uncertainty about the company’s ability to continue
as a going concern. However, the Financial statements of the company have been prepared on a
going concern basis for the reasons stated in the Note Number 2.26.

7. We draw attention to the following matters:
a. Company has not registered itself and not complied under the Reverse Charge Mechanism

provisions of CGST (Central goods and Service Tax) Amendment Act, 2018 even though the
registration & compliance is applicable.

b. Company has not Collected the Balance confirmation from for Amount Due to /or Due from

IFAB.

c. Company has no Accounting Policy for prepaid expenditure.

Our Opinion is not modified in respect of these matters.

Key Audit Matters

8. Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.

Management’s Responsibility for the Standalone Financial Statements

9.

The Company’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 of these standalone financial
statements that give a true and fair view of the financial position, financial performance, (changes
in equity) 29 and cash flows of the Company in accordance with the accounting principles generally
accepted in India, including the accounting Standards specified under section 133 of the Act. This
responsibility also includes maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding of the assets of the Company 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 statement that give a true and fair view and are free from material misstatement,
whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so. Those Board of

Directors are also responsible for overseeing the Company’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Financial Statements

10. Our objectives are to obtain reasonable assurance about whether the financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with SAs
will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of
these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and
maintain professional skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain
audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

e Obtainanunderstanding of internal control relevant to the auditin order to design audit procedures
that are appropriate in the circumstances. Under section 143(3)(i) of the Companies Act,
2013, we are also responsible for expressing our opinion on whether the company has adequate
internal financial controls system in place and the operating effectiveness of such controls.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in
our auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events or conditions may cause the Company
to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including
the disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and significant audit findings, including any
significant deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have
complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be
thought to bear on our independence, and where applicable, related safeguards.

Other Matters:
11. Our opinion is not modified in respect of these matters.

The company board of Directors is responsible for the other information. The other information
comprises the information included in the Director’s report, but does not include the financial
statements and our auditor’s report thereon. The Draft Director report was made available to us on
or before the date of this auditor’s report.

Our opinion on the financial statements does not cover the other information and we will not
express any from assurance conclusion thereon.

In connection with our audit of financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other
information is materially inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated.

When we read the Directors report, if we conclude that there is material misstatements therein, we
are required to communicate the matter to those charged with governance.

Report on Other Legal and Regulatory Requirements

12. Asrequired by Section 143(3) of the Act, we report that:
(a) 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:

We have verified the accounts relating the Company for the year ended on 31.03.2023 on the
basis of documents made available to us at the head office, which in our opinion is sufficient for
the purpose of our audit except with respect to the not receipt of information regarding Unpaid
dividend and those mentioned at Emphasis of Matter.

(b) In our opinion, proper books of account as required by law, Subject to our qualification and
comments above, have been kept by the Company so far as it appears from our examination of
those books.

(c) 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.

(d) Company has not followed Secretarial Standards announced by The Institute of Company
Secretaries of India.
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(e) In our opinion, the aforesaid standalone financial statements comply with the Accounting
Standards specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2015 except the following;:

(i) The company has not complied with the disclosure requirements of following Accounting
Standards and amendments to Schedule I1I of the Companies Act,2013 in that, the company
has failed to take into consideration amendments made as per Notification G.S.R(E) Dated.
11-10-2018.Accounting Standard 1- Disclosure of Accounting Policies: Refer note no.2.26.
The accounts are prepared on going concern basis, though company has been ordered
to be closed by Govt. of Karnataka and most of its assets have been returned to Govt. of
Karnataka.

(if) Accounting Standard 29- Provisions, Contingent Liabilities and Contingent Assets.

(f) Since the company is a Government Company, sub-section (2) of the Section 164 of the
Companies Act, 2013 regarding obtaining written representations from the directors
of the Company, is not applicable to the company in the terms of Notification No.
G.S.R. 463(E) dated 05th June 2015.

g) As for the section 143(3)(i) of the companies Act,2013 Report on the Internal Controls
on Financial Control is Applicable, we given in the Annexure A.

(h) 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:

i. The Company has not disclosed the impact of pending litigations on its financial position in
its financial statements.

The list of pending litigations are as under:

S1.No Case No. & Year Parties Advocate
1 WP 32522/13 KAIC Vs V Krishnappa Sri Narasimhaswamy
2 WP 56469/2017 KAIC Vs ] Anantharaj -do-
3 WA 100130/17 KAIC Vs F.H. Jamadar Sri M.B. Kanavi, Dharawad
4 WP 226446/20 Sridharacharya v/s Director Traffic Kalaburgi & KAIC Sri Ameet Kumar Deshpande, Gulbarga
5 WP 14708/18 Syed Samiullsa v/s KAIC Sri T.P.Vivekananda
6 WP 38445/18 R. Nagaraja v/s KAIC & Agril. Deptt. -do-
7 WP 15399/2021 SIFA v/s State of Karnataka & 8 others -do-
8 RFA 2060/10 KAIC Vs S.B.I. and another -do-
9 0S159/13 Bellary Dist. Co.op Society Vs. KAIC Sri Narasimhaswamy
10 PPE-01/03-04 Dy .Director of Palace Board Vs. KAIC Sri. H.P.Vishakanta, Mysore
" ITA 509/2022 Prl. Commissioner of Income Tax II V/S KAIC M/s. A.Shankar & Co., Advocates

ii. There has been delay in transferring amounts, required to be transferred, to the Investor
Education and Protection Fund by the Company .unpaid dividend has been carried forward
since 1974-75 and same was not deposited in Investor Education and Protection fund due to
lack of funds and in Investor Education & protection Fund due to lack of
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Funds and in the meantime the company has been ordered to stop all its activities and relieve
all its employees as per GO Dated 03-09-2003; as also 100% shares are held by GOK. Hence
the same is being shown under current liabilities.

iii. The management has represented that, to the best of its knowledge and belief, other
than as disclosed in the notes to the accounts, no funds have been advanced or loaned or
invested (either from borrowed funds or share premium or any other sources or kind of
funds) by the company to or in any other person(s) or entity(ies), including foreign entities
(“Intermediaries”), with the understanding, whether recorded in writing or otherwise, that
the Intermediary shall, whether, directly or indirectly lend or invest in other persons or
entities identified in any manner whatsoever by or on behalf of the company (“Ultimate
Beneficiaries”) or provide any guarantee, security or the like on behalf of the Ultimate
Beneficiaries;

iv. The management has represented, that, to the best of its knowledge and belief, other than
as disclosed in the notes to the accounts, no funds have been received by the company
from any person(s) or entity(ies), including foreign entities (“Funding Parties”), with the
understanding, whether recorded in writing or otherwise, that the company shall, whether,
directly or indirectly, lend or invest in other persons or entities identified in any manner
whatsoever by or on behalf of the Funding Party (“Ultimate Beneficiaries”) or provide any
guarantee, security or the like on behalf of the Ultimate Beneficiaries;

v. Proviso to Rule 3(1) of the Companies (Accounts) Rules, 2014 for maintaining
books of account using accounting software which has a feature of recording
audit trail (edit log) facility is applicable to the Company with effect from April
1, 2023, and accordingly, reporting under Rule 11(g) of Companies (Audit and
Auditors) Rules, 2014 is not applicable for the financial year ended March 31 2023

(i) The Company’s fixed assets have been physically verified by the management during the year
but there is a regular program of verification which, in our opinion, is reasonable having regard
to the size of the company and the nature of its assets. No material discrepancies were noticed on
such verification.

() As required by Section 143(5) of the act, we report in Annexure-C a statement the matters for
which directions are given under sub-section (5) of section 143 of the Companies” Act, 2013.

(k) As Required by the companies (Auditor’s Report) order, 2020 (“the order”) issued by the Central
Government in terms of Section143(11) of the Act, we given in the Annexure B a Statement on the
matters Specified in paragraphs 3 and 4of the Order.

For Nagaraj & Ajith
Chartered Accountants
FRN: 010986S

Sd/-
CA Nagaraj Achar
(Partner)
MNo.214035
Place: Bengaluru
Date: 28™ August 2023
UDIN: 23214035BGVFBH6132
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Annexure A to the Independent Audit 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 Agro
Industries Corporation Limited (“the Company”) as of 31 March 2023 in conjunction with our audit of
the standalone financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial controls
based on the internal control over financial reporting criteria established by the Company 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 ('ICAT’).
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 company’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 Company’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 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 Company’s internal financial controls system over financial reporting.
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Meaning of Internal Financial Controls over Financial Reporting

A company’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
company’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 company; (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 company are being
made only in accordance with authorizations of management and directors of the company; and (3)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use,
or disposition of the company’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.

In our opinion, the Company has maintained, in all material respects, adequate internal financial
controls over financial reporting and such internal financial controls over financial reporting were
operating effectively as of March 31, 2023.

We have considered the material weakness identified and reported above in determining the nature,
timing, and extent of audit tests applied in our audit of the March 31, 2023 standalone financial
statements of the Company, and these material weaknesses do not affect our opinion on the standalone
financial statements of the Company.

For Nagaraj & Ajith
Chartered Accountants
FRN: 010986S

Sd/-
CA Nagaraj Achar
(Partner)
M.No 214035
Place: Bengaluru
Date: 28" August 2023
UDIN: 23214035BGVFBH6132
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Annexure - B to the Independent Auditors” Report

The Annexure referred to in Independent Auditors” Report to the members of the Company
on the standalone financial statements for the year ended 31 March 2023, we report that:
Referred to paragraph 6 of the Independent Auditors” report of even date to the members
of KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED, on the standalone
financial statements as and for the year ended on 31** March 2023.

1.

ii.

iii.

iv.

(@) (i) In Our Opinion, and according to the information and explanation given to us,
The Company maintaining proper records showing full particulars, including
quantitative details and situation of Property, Plant and Equipment.

(ii)In our opinion, and according to the information and explanations given to us,

(a) Title deeds of immovable properties disclosed in the financial statements are held in the
name of the company as at the Balance Sheet Date.
(b) The Company has not revalued any of its Property, Plant and Equipment during
the year.
(c) Company has no Intangible Assets.

(d) No proceedings have been initiated during the year or are pending
against the Company as at March 31, 2023 for holding any benami property
under the Benami Transactions (Prohibition) Act, 1988 (as amended in 2016) and
rules made there under.

(a) In Our Opinion, and according to the information and explanation given to us. The Company
does not have any inventory and hence reporting under clause 3(ii)(a) of the Order is not
applicable.

(b) The Company has not been sanctioned working capital limits in excess of Rs. 5 crores, in
aggregate, at any points of time during the year, from banks or financial institutions on the
basis of security of current assets and hence reporting under clause 3(ii)(b) of the Order is not
applicable.

Asinformed tous, the Company hasnot granted any loans, secured or unsecured to the companies,
tirms, Limited Liability Partnerships or other parties listed in the register maintained under
section 189 of the Companies Act,2013. Therefore, clause a,b,c,d,e and f are not applicable.

The Company has not provided any guarantee or security or granted any advances in the nature
of loans, secured or unsecured, to companies, firms, Limited Liability Partnerships or any other
parties.

In our opinion and according to the information and explanation given to us the company
has not granted any loan, made any investments, gave any guarantee or provided security in
connection with a loan to any other body corporate or person in contravention of section 185
and 186 of the Companies Act,2013.

According to the information and explanations given to us, The Company has not accepted any
deposit or amounts which are deemed to be deposits. Hence, reporting under clause 3(v) of the
Order is not applicable.
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vi. According to the information and explanation given to us the maintenance of cost records
has not been specified by the Central Government under sub-section (1) of section 148 of the
Companies Act, 2013 for the business activities carried out by the Company. Hence, reporting
under clause (vi) of the Order is not applicable to the Company.

vii.(a) According to the information and explanations given to us and the records of the Company
examined by us, in our opinion, the Company is generally regular in depositing undisputed
statutory dues in respect of service tax, provident fund, and professional tax, though there
has been a slight delay in few cases, and it is regular in depositing undisputed statutory dues,
including Income Tax, investor education and protection fund, employees” state insurance,
wealth tax, customs duty, excise duty and other material statutory dues, as applicable, with the
appropriate authorities.

(b)There are no outstanding amounts of Statutory dues on account of as on the last date
of the Financial Year concerned for a period of more than 6 months from the date they
became payable except the following:

Name of the Forum Nature of Dues Amount | Period to which the
statute Rs. amount relates
Karnataka Sales KST Liability 64.94 Lakh | 1988-89, 1998-99 to
Tax Act 2001-02, 2004-05
CST Act CST Liability 0.79 lakh | 1977-78, 1996-97 to
1999-00,2001-02,2004-
Karnataka 05
KTEG Act Sales tax | Entry Tax Liability | 2.98 Lakh | 1995-96, 1996-97,
authority 1998-99 to 2000-01
Karnataka Sales Interest u/s 13(2) 79.35 Lakh | 1988-89, 1998-99 to
Tax Act 2001-02, 2004-05
Karnataka Sales Interest u/s 8(2) 3.31 Lakh | 1995-96, 1996-97,
Tax Act 1998-99 to 2000-01
Total Outstanding 151.39
Lakh

viii. In our opinion and according to the information and explanations given to us, there were
no transactions relating to previously unrecorded income that have been surrendered or
disclosed as income during the year in the tax assessments under the Income Tax Act, 1961 (43
of 1961).

IX. In our opinion and according to the information and explanations given to us, the company
has not defaulted in repayment of dues to the financial institutions or banks. However,
Rs.40,647.59 Lakhs payable to Government of Karnataka is unpaid and including interest
Rs.33,749.50 Lakhs on loan provided in the books but not paid. (Refer note no.2.3A).

X. (@)The company did not raise any money by way of initial public offer or further public offer
(Including debt instrument) or has taken term loans during the year. Accordingly, paragraph
3 (x)(a) of the order is not applicable.
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(b)During the year, the Company has not made any preferential allotment or private placement
of shares or convertible debentures (fully or partly or optionally) and hence reporting under
clause 3(x)(b) of the Order is not applicable.

XI. During the course of our examination of the books and records of the company carried out
in accordance with the generally accepted auditing practices in India, and according to the
information and explanations given to us,

(@) No fraud by the Company and no material fraud on the Company has been noticed or
reported during the year.

(b) No report under sub-section (12) of section 143 of the Companies Act has been filed in
Form ADT-4 as prescribed under rule 13 of Companies (Audit and Auditors) Rules, 2014
with the Central Government, during the year and up to the date of this report.

(c) We have taken into consideration the whistle blower complaints received by the Company
during the year (and up to the date of this report), while determining the nature, timing
and extent of our audit procedures.

XIL In our opinion and according to the information and explanations given to us, the company 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 the records of the Company
examined by us, we are of the opinion that all the transaction with the related parties are in compliance
with section 177 and 188 of Companies Act.2013 and the details of the transactions have been disclosed
in the Financial Statements as per applicable accounting Standards.

XIV. According to the information and explanations given to us and the records of the Company examined
by us, we are of the opinion that the Company is not required to form Internal Audit System

XV. According to the information and explanations given to us and the records of the Company
examined by us, in our opinion during the year the Company has not entered into any non-cash
transactions with its Directors or persons connected with its directors. And hence provisions of
section 192 of the Companies Act, 2013 are not applicable to the Company.

XVL. (a) According to the information and explanations given to us and the records of the Company
examined by us, we are of the opinion that that the Company is not required to be Registered under
Section 45-1A of the Reserve Bank of India Act,1934. Hence, reporting under clause 3(xvi)(a), (b) and (c)
of the Order is not applicable.

(b) In our opinion, there is no core investment company within the Group (as defined in
the Core Investment Companies (Reserve Bank) Directions, 2016) and accordingly reporting
under clause 3(xvi)(d) of the Order is not applicable.

XVIL In our opinion and according to the information and explanations given to us, Company has
incurred cash losses during the Current year Rs.4047.35Lakhs (P.Y.Rs.3372.28Lakhs) and Accumulated
Losses Rs. 45279.28 Lakhs as on the Balance sheet date.
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XVIIIL. According to the information and explanations given to us and the records of the Company
examined by us, there has been no resignation of the statutory auditors of the Company during the
year.

XIX. According to the information and explanations given to us and the records of the Company
examined by us, there was a Material Uncertainty related to Going concern as Mentioned in the Statuary
Audit Report.

XX. In our opinion and according to the information and explanations given to us, the Provisions of
Corporate Social Responsibility under section 135 of Companies Act ,2013 are not applicable to the
Company.

XXI. No Qualifications /Reservations in Consolidated Financial statements

For Nagarj & Ajith
Chartered Accountants
FRN: 010986S

Sd/-

CA Nagaraj Achar
(Partner)

MNo.214035

Place: Bengaluru

Date: 28" August 2023
UDIN: 23214035BGVFBH6132
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Annexure C to Independent Auditors” Report
KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED

Directions under sub-section (5) of section 143 of the Companies Act, 2013 applicable for the year
2022-23

1. Whether the Company has system in place to process all the accounting transactions through
IT system?

The Company is maintaining the manual books of accounts and all these books and records
have been produced to us during our Audit. The Company has One Computer available in
Office which is being used for administrative purposes and report.

If yes, the implication of processing of accounting transactions outside IT system on the integrity
of the accounts along with the financial implications, if any, may be stated.

Not Applicable

2. Whether there is any restructuring of an existing loan or cases of waiver / write off of debts / loans
/ interest etc made by a lender to the company due to the company’s inability to repay the loan?
If yes, the financial impact may be stated. Whether such cases are properly accounted for? (In case,
lender is a Government company, then this Directions is also applicable for statutory auditor of lender
Company)

No such cases.

3. Whether funds (grants/subsidy etc.) received / receivable for specific schemes from central /
State agencies were properly accounted for/utilized as per the terms and conditions? List the
cases of deviation.

During the year Company has not received any grants from Central / State agencies.

Specific Sub-directions under section 143(5) of the Companies Act, 2013
1. Report the cases of diversion of grants/subsidies received from Central/State Government or
their agencies for performing certain activities.

During the year Company has not received any grants from Central/State agencies. Hence
not applicable.

2. Whether the Transfer of shares to International Flower Auction Bangalore Ltd., in lieu of
rent receivable from them have been properly accounted in Company’s books and disclosed
in Financial Statements. If Not, Whether the same has been suitable commented by Statuary
Auditors?

There are no transfer of shares during the year. However consequent to the decision taken by the
Cabinet, the Govt of Karnataka issued a G.O. No. AGRI -ACT/26/2020 dated 27-01-2021 to effect
“Rent /Other payable by M/S IFAB to KAIC has been treated as GOK equity in interest of public
up to Financial year 2030-31”. Accordingly Rent Receivable from M/S IFAB has been accounted
in the Books of Accounts as per the instruction made in GO and disclosed in Note No. 2.18(b).
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Annexure-1

Deposits Register tally with the confirmation/certificate
issued by the bank?

S.N Items In Check List Remarks
1 Whether all Banks Accounts/Fixed Deposits have been | Yes, Renewals of FD’s are
opened with banks/proper authorization and approvals | made Automatically as per
as per the aforesaid delegation of powers? the Standing instruction by
the Authorized Signatory.
There are No New FD’s
created during the financial
Year under audit.
2 Whether there was a periodical system of preparation | Yes
of Bank reconciliation statement and whether they were
produced for verification to audit?
3 Whether bank reconciliation of the Main account and all | Yes (Only one Bank
subsidiary bank accounts were done? account )
4 Was the authorization to operate the bank accounts were | Yes, The MD of the
given to a single signatory? Company is the single
signatory to operate the
bank accounts.
5 Whether the interest for the entire duration of fixed | Yes It was accounted
deposit was accounted in the books of accounts?
6 Whether physical verification of cash has taken place | Yes
periodically?
7 Whether the cash in hand as shown in the Balance sheet | Yes
tallies with the certificate of physical verification of cash?
8 Is there a register of Fixed Deposits showing amounts, | Yes
Maturity dates, rates of interest and dates for payment of
interest?
9 Is there a follow-up system to ensure that Interest on | Yes
Fixed Deposits is received on due dates?
10 |Is there a follow-up system to ensure that transfer of | Yes
matured amount of fixed deposit is done without any
delay?
11 | Whether bank confirmation statements are obtained | Yes
periodically from the banks for all accounts: SB Accounts,
Current Accounts and Fixed deposits?
12 | Whether confirmation of balances in respect of all bank | Yes
balances tally with the Bank statements?
13 | Whether Fixed Deposits and Interests as per Fixed | Yes
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14

Whether the confirmation statements received

from banks are authenticated and in the letter head
by the bank?

Yes. Computerized
statement is  obtained
along with the Seal and
signature of the Bank.

15

In case of any difference observed in the above
check, whether the same was adjusted in the
subsequent year?

No

16

Whether external confirmations were obtained
from Banks in the test checked cases, if so details
thereof with.

17

Whether any of the aforesaid lapses were brought
out in the Report of the Internal Financial controls
by the Statutory Auditor, if not, whether Audit
Enquiry was issued?

There is no lapses

For Nagaraj & Ajith
Chartered Accountants
FRN: 010986S

Sd/-

CA Nagaraj Achar

(Partner)

Membership No.

Place: Bengaluru

Date: 28" August 2023
UDIN: 23214035BGVFBH6132
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KARNATAKA AGRO INDUSTRIES CORPORATION LIMITED
ADDENDUM TO THE DIRECTORS’ REPORT 2022 -23 AND
REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS

Statutory
Auditors’ Report
Note No.

Replies

1 (a) to (d)

No comments.

2

The Company is following present system of interest calculation/accounting consistently since
many years. Hence, the same system is followed during the year 2022-23. However, the audit
observation is noted and the same will be followed from the financial year 2023-24.

Since GCTML is still in existence and functioning and not wound up, as and when GCTML
if wound up, the matter will be taken up with the official liquidator of the company to realise
the amount; due to this reason, the Company did not propose for provisions. However, audit
observations are noted and the matter will be placed before the ensuing Board Meeting of the
Company for making provisions and action will be taken as per the decision of the Board.

The present system of depreciation calculation on fixed assets (building) is being followed
consistently since many years. Hence, the same system is followed during the year 2022-23.
However, the audit observation is noted and the same will be followed from the financial year
2023-24.

5(a)

As per the decision taken by the Company in its 289" Board Meeting held on 20-06-2018,
these cases have already been entrusted to Advocate and he has issued legal notices to the
respective parties and the same is in progress.

5 (b) & (C)

Since all the business activities of the Company have been stopped and it is under the process
of closure, there is no revenue except interest on deposits. Hence, registration of GST has
not been got done.

5 (d) & (e)

Noted for future guidance

Reference Invited

(a) &(b)

We have written a letter to M/s. IFAB Ltd., on 31-03-2023, 08-08-2023 and also pursued in
person for settlement of the balance rent amount of Rs.1,79,616/-. They have assured to
settle the same shortly.

(c)

As already disclosed in Note No.2.21, as per FD letter dated 26-11-2008, the matter will be
reverted to FD for waiver of sales tax arrears, after clearing all other liabilities.

Unpaid Dividend

Since the unpaid dividend remained as it is since 1974-75, the Company has neither deposited
the remaining unpaid/un-claimed dividend in a separate account nor is it in a position to do
so. Further as 100% of equity shares of the Company are held by GoK the same is retained
under the head “current liabilities as short term provisions.

Emphasis matters

6 (a) Accumulated losses are mainly due to providing interest on the loans released by GoK for the purpose
of disbursement of VRS benefits to the ex-employees. ltis true that the annual accounts are prepared
as on going concern basis and the same has also been duly disclosed under Note No.2.26.

7 (a) & (b) Reason has already been furnished under 5(b) & (c) above and reference is invited to (a) & (b)
above.

7 (c) Noted

for future guidance

Report on Other Legal and Regulatory Requirements:

12 (d)

Noted for future guidance

12 (e) (i) (ii) (iii)

Appropriate disclosures, wherever necessary, have been made in the notes on accounts for
the year under report.

12 (h) (i)

It was already disclosed under Note 2.24(a) (v) that some court cases are still pending. As
such, the exact liability cannot be quantified. Soon after disposal of these pending cases,
action will be taken in accordance with the Court Orders to be pronounced.

12 (h) (i)

Reason has already been furnished above under unpaid dividend

Annexure B to the Auditors Report:

vii (b)

Reason has already been furnished under (c) above under sub heading “Reference Invited

Place : Bangalore

For and on behalf of Board

Date :22-09-2023 Sd/-

Chairman
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Indian Audit & Accounts Department Office of the Principal Accountant General (Audit-Il )
Karnataka, Bengaluru

CONFIDENTIAL
No.PAG(AU II)YAMG IlII/SAR(AB)/2023-24/190 Dt:25.09.2023
To

The Managing Director,

Karnataka Agro Industries Corporation Limited
No 24, Bellary Road,

Hebbal, Bengaluru-560024.

Sub: Comments of the Comptroller and Auditor General of India under
Section 143(6)(b) of the Companies Act, 2013 on the accounts of
Karnataka Agro Industries Corporation Limited, Bengaluru for the
year ended 31.03.2023.

Sir / Madam,

| forward herewith Comments Certificate and Management Letter under section 143(6)(b)
of the companies Act, 2013 on the accounts of Karnataka Agro Industries Corporation
Limited, Bengaluru for the year ended 31.03.2023.

A copy of the proceedings of the Annual General Meeting adopting the Certified Accounts,
Auditor’s Report thereon and the Comments of the Comptroller and Auditor General of
India may be forwarded to this office immediately after the conclusion of the Annual General
Meeting. Six copies of the printed Annual Reports may also be sent to this office.

Receipt of the letter and the enclosures may please be acknowledged.

Yours faithfully,

Sad/-
(SHANTI PRIYA.S)
PRINCIPAL ACCOUNTANT GENERAL (AUDIT —II)
KARNATAKA, BENGALURU

Audit Bhavan, 3 Floor, "C’ Block, P.B. N0.5398 Bengaluru - 560 001

Ph: 080-22289101 Fax:080-22253753 E-mail : agaukarnataka2@cag.gov.inWebsite:http//:www.cag.gov.in/ag2/
Karnataka.in
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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 ACCOUNTS OF KARNATAKAAGRO INDUSTRIES CORPORATION
LIMITED, BENGALURU FOR THE YEAR ENDED 31 MARCH 2023.

The preparation of Financial Statements of Karnataka Agro Industries Corporation
Limited, Bengaluru for the year ended 31 March 2023 in accordance with the financial reporting
framework prescribed under the Companies Act, 2013 is the responsibility of the Management
of the Company. The Statutory Auditors appointed by the Comptroller and Auditor General of
India under Section 139(5) of the Companies Act, 2013 are responsible for expressing opinion
on these 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 Audit Report dated 28.08.2023 which supersedes
their earlier Audit Report dated 17.08.2023.

I, on behalf of the Comptroller and Auditor General of India, have conducted a
supplementary audit of the Financial Statements of Karnataka Agro Industries Corporation
Limited, Bengaluru for the year ended 31 March 2023 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 the revisions made in the Statutory Auditor’s report, to give effect to some of my
Audit observations raised during Supplementary Audit, I have no further comments to offer upon

or supplement to the Statutory Auditor’s report under Section 143(6)(b) of the Act.

For and on behalf of the
Comptroller & Auditor General of India
Sd/-
(SHANTIPRIYA.S)
PRINCIPAL ACCOUNTANT GENERAL (AUDIT II)
KARNATAKA, BENGALURU
BENGALURU

Date: 25 September 2023
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