y

) D ) ) ) D

SEBED VAL ED ED IS

)

HUBLI ELECTRICITY SUPPLY
COMPANY LIMITED

~ Annual Report
FY 2019-20

4 50

L



e
o— i3 ]
fan

RAO & EMMAR [
CHARTERED ACCOUNTANTS |

Ty
=
~
INDEPENDENT AUDITORS' REPORT
o
—~ To
~ The Members of HUBLI ELECTRICITY SUPPLY COMPANY LIMITED.
Hubli .
N
Report on the Audit of the financial statements
.-":1"_
4 Qualified Opinion
o We have audited the accompanying financial statements of HUBLI ELECTRICITY SI.[EPLY COMPP:NY N
~ LIMITED (“the Company”), which comprise the balance sheetas at March 31, 2020,and the Statement '\
of Profit and Loss and statement and cash flows for the year then ended, and notes to the ﬁﬂ@hcial A
£ statements, including a summary of significant accounting policies and -other  explanatory/ i™" ||
information. : L 18 SCIUFIV S 15 ) e
~ 1 £
~ i ol
In our opinion, except for the effect on the financial statements of the matter described in the basis
~ of qualified epinion paragraph, and to the best of our information and according to the explana'ti'ons
given to us, the aforesaid financial statements give the information required by the Companies Act,
. 2013 (‘Act’) in the manner so required and give atrue and fair view in conformity with the accounting
_— principles generally accepted in India, of the state of affairs of the Company as at March 31, 2020, its
losses and cash flows for the year ended on thatdate. © -
—~ : .
| A - . “ e . _Executive Engineer (El)
A Basis of Qualified Opinion: = RA Section
# oS Corporate Office, Hescom
~ L RO ‘Navanagar, Hubballi - 580 025
—~ 1. The company has to convert Rs 64.79 crores out of the loans borrowed from Power Finance
Corporation towards RAPDRP scheme as per the Government order. The company continues
™ to show this as long term borrowings and interest accrued are accounted to capitalisation of
assets. Hence the long term borrowings are overstated to the tune of Rs. 64.79 crores, capital
s L 12 L "g?%ztggre under stated to the tune of Rs. 64.79 crores znd the Fixed assets are also overstated
. % “tﬁis\?ﬁint, sirice the same needs to be reduced from the cost of fixed assets leading to

AS-12.
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Atk \ : 48 c1'\) d as per the communication of Power Finance Corporation the Company has to

J Crores towards RAPDRP/IPDS to BESCOM. The same is not provided for in the
-ounts, hence payable is understated to the extent of Rs 31.7 Zceoxes.

A

Offices : Bangalore, Shimoga, Mumbai, Kolhapur, Pune, Durg, Ne;u_ Delhi, Indory
Raipur, Surat, Jharkhand, Uttarkhand, imphal, Bjé}gsihan, Orissa

#P-8C Champaka Bqlidmg, 3rd Floor, 1st Mamﬁ)‘st Stage, Peenya Industrial Area, Bepgaluru - 560058.
Ph. No. 80500 78815 | e-mail : info@racemmar.com | Website | www.raoemmar.com
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curity deposit from con er

3. The company’s ledger balance re
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Trade Pavable:
5.

Jating to security deposit from customers isamounting to Rs
diary ledgers party wise maintained in the software namely
(R-APDRP &N soft) is showing a balance of only Rs 707.50 crores. The company has to
undertake effective reconciliations of these balances. The interest on these security deposits
are calculated as per the balances found in the software used by the company.

819.72 crores whereas the subsi

ovisi hortt ions:
delayed payments to pension and gratuity trusts towards which

The company makes
made in books of accounts.

provision for interest on delayed payments are not

The Amount payable as on 31st March 2020 as per the balance confirmation @£
KPTCLis Rs.467.63 crores butas per HESCOM books payable to KPTCL as a‘;jﬁ ;

is only Rs.230.09 crores. There is difference of Rs.237:53 erores which needs\té-
and necessary entries to be recorded in the books of accounts. The payable ' _

the tune of Rs Rs.237.53 crores

erest-on-delayed payment of power purchase, company is accounting the
interest as and when the interest demand is received from the vendors though the power
purchase agreement specifies interest should be paid for delayed payment after the credit
period. The company should identify the delays and make provision for the interest on

delayed payments as per the power purchase agreements.

In respect of int

j:_"cf.'r'the balance c__bnﬁrmaition received from
HESCOM books payable to Kudamkulam as at
ability is understated to the tune of Rs 83.64

Amount payable as on 31st March 2020 as
Kudmalkulam is Rs.245.35 crores but as per
31st March 2020 is Rs.161.70 crores. The li
crores. '

d from KPCL total payable from HESCOM is Rs. 2485
e is only Rs.1700 Crores. Steps should be
s in the books of accounts. The liability is

As per the balance confirmation receive
Crores. But as per books of the company the payabl
taken for reconciliation and record necessary entrie
understated by Rs. 785 crores.

The company dur_ir_x_g thg year has not accounted for reversal of interest payable to KPCL on
an amount of Rs 127.44 crores which is reversed during the year with revised rates from

KPCL -

Executive ineer (Ei) Page 2 0f 25 -
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Other Current liabilities:

e

X 10. Sales Tax deducted at source is not paid to the government in few divisions. Company to make
~ interest and penalty provision in the books of accounts. The Details of the statutory dues

payable are as below:
— s
25 SINo | Division Accounting | Amount
= Code
' 1 Ghataprabha Division 46.927 75,89,737
~, 2 Chikkodi Division 46,927 15,651,104
3 Athani Division 46.927 80,26,031

= 4 Indi Division 46.927 10,35,770
— Total 18,202,642

11. The company holds balances payable to other Escoms whi

ch are subject to reconciliation.

L Fixéd Assets and Capital work in Progress:

2P
e 12. The company is charging depreciation from the month of capitalisation. Any related grant
= received during the year for the assets capitalised are reduced from the gross block during
o - the year. The reversal of depreciation on the grant amount is effected in the following year,
N hence depreciation on the assets capitalised during the year is claimed in excess. The amount
NG is not quanﬁﬁable since the capitalisation and depreciation is undertaken in the divisions,
i X whereas the grants received are apportioned to fixed assets by the Head office.
' 13. It is observed that CWIP is reduced by contribution from customer only. Whereas if CWIP
~ includes project cost against which grants are received, these grants are reduced from fixed
assets without asset being capitalised. The company to segregate the grants related to those
X assets which are in capital Works in progress and not reduce the fixed assets. The present
e practise results in fixed assets being under stated and depreciation is under claimed.
14. Tt is observed that Interest on RAPDRP not capitalised during the year.
™

LR
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5. 950 8 Lt

' }704/ 'b'c;-f/ P

o G!

15, It is observed that Company

- 0250, b6 A5 per Note No 2.6.1 of the Notes forming
So, 0808, o shown at their historical costs with corre.
"s‘,t'atés that the valuation of Capital Work-in-progress in case of comp

CT nE oy @
ok b I96 Y 8l

: ,ﬁ of Gapital Work-in-progress and fixed assets by
; _

b

has not identified and capitalised-interest on PFEC loan. The
der stated in accordance with AS-16.

part of the financial statements, the fixed assets are

sponding accumulated depreciation and Note 2.6.6
any-generated assets is

in accordance with Accounting Standard 10, [which
t]. Hence in our opinion the accounting for valuation
the Company in consonance with note no

valued at standard rate, which is not
recommends the valuation of Asset at cos

~%.66 and contradictory to Agcounting Standard 10.
o F
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17. The company has not assessed the e

xistence of impairment, if any, of its assets, including
d assets scrapped as at the Balance Sheet date and

assets withdrawn from active use an
the existence of impairment loss.

consequently we are unable to comment on

Investment:

18. The company has made an Investment 0

f Rs 14 crores in Priyadarshini Jural Project. This
d charges without drawing

project is not yielding any returns and the company is paying fixe
fforts to withdraw the

necessary power from the project. The company has to make e
investments as it is resulting in fixed expenses without any benefits.

ther -C nt assets:

e

of Rs.541.83 crores is short received from government of
FY 2002-03. The GOK has already submitted for write
102.2016. The Company has not made provision
m GOK is overstated to the tune of Rs

19. It is observed that an amount
Karnataka and amount is pending from
off of this amount vide its meeting dated 03
to write off this amount and hence the receivable fro

Rs.541.83 crores. (Account Code: 28.620)

20. It is observed that an amount of Rs.27.03 crores is shown as subsidy receivable from Govt of
Karnataka in respect of Hukkeri Co-Operative society pertaining to FY 2005-06 to 2009-10
As this amount is not confirmed by Govt of Karnataka, ultimate recovery of the same is
doubtful and needs suitable provision. The effect of this would result in overstatement of

profit by Rs 27.03 crores (Account Code: 28.621)

r,
latory Asset- KERC: _ fé“ /
:E,"I-‘-,-; ¢ s S{Rn -~
jonf A con EbeA

21. It is observed that the company has reversed an amount of Rs 83’{&03 "sgmrﬂs.-_f{ega' aciﬁg 41§
variance arising from revenues of 2019-20. This amount belonge&:t_q&hg)’d'ﬁ’l%t 0} F5E
costs and approved purchase costs related to Financial Year 2017-18, T4 TORYEY

considered the factor of matching principle in terms of revenue whethg 52
projections and actuals. The company in its current financial year 2019-Z50gs-R0L3CMC
its sales in terms of units due to unavoidable circumstances of floods-and covid situations.

reversing its regulatory asset should consider the cumulative effect of the
eversal of Rs 837.03 crores on

ctual performance achieved vis

22. The compalny while
quantity-and value proposed and achieved. Hence the total

the basis that the financial year ended is not matching to the a
2 vis the estimated charges determined by the KERC for FY 20.
23. It is further observed that the company while creating the regulatory asset has only
considered the differential power purchase cost instead of all other costs that affect the fixing

Executi\%]:ﬁ (E)

RA Section
Corporate Office, Hescom

.Navanagar Hub : .
» Hubballi - 580 025 ¥ S—L{
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of the tariff costs by KERC. Considering the past three years approved and actual costs
t Rs 4369.67 crores whereas the regulatory asset

N incurred the total regulatory assets arrive a
49 crores. An amount of Rs 517.45 crores has been

provided for in the books is at Rs 2123
the increase in tariff rates for the cumulative years of 18-19 and 19-20

. recovered out of
i financial years, which should be the amountto be reversed during the current financial year.
N
- Inventories:
~
o~ 24. As per the accounting policy (note 2.3 of the Notes forming part of the financial statements),
' the Company is following Standard rate, determined by the Company, from time to time based
=~ on the previous purchase price and prevailing market rates in valuing inventories which is
not in accordance with Accounting Standard 2. The accounting standard prescribes that the
e inventories should be valued at the lower of the cost and net realizable value. For want of
i details, we are unable to quantify the difference in the lower of the cost price or net realizable
. value and the standard rate adopted by the Company and its effect on the financial
- performance and position of the Company.
s
3 Trade Receivable:
-~ 25. Trade Receivables against supply of power [Note 18 ()], includes Rs.1076.32 crores towards
== -~ .revenue and Interest for the period prior to 1-8-2 008 from IP Set consumers [up to 10 HP]
P relating to the period prior to announcement of Free Power Supply by Government of
' Karnataka. We are unable to comment on the recoverability of principal and interest as
~ Government of Karnataka has stated on 25th January, 2012 that it would not reimburse the
_ IP Set dues prior.to 31.07.2008, We are informed by the Company that; efforts are in process
A for recovery from customers. As such, the recoverability of the amount is doubtful and needs
appropriate provisioning. Thus there is overstatement of profit and receivables to the tune of
€% * Rs 1,076.32 crores. '
7N ;
26. As per the proposal by the Government of Karnataka it has proposed write off of Rs 699.51

1164.76 crores related IP sets arrears as o1 31.07.2008.

crores against the receivable of Rs
visions in its books of accounts awaiting confirmed orders

{éﬁe company has not made any pro

T T_‘_""-::‘*'-
 hetl g <N
e, L
= 5 S St s [ the Government of Karnataka
o &0 i, N

G ol R) :

e RCNCPTO T, VN ’
7 al !,{l f;'.;e,,équlfurrﬁer as per the proposal by the Government of Karnataka an amount of Rs 449,96 crores
4’%& 50, %89 “5 qu'g};p osed for write off by GOK out of the subsidy dues and additional subsidy dues for the
_,_:g-,@:—':\;: ., periods related to 2012-13, 2015-16, 2016-17,2017-18, 2019-20. The company has notmade
&l /gwyp’rovision in its books of accounts since confirmed orders are not yet obtained.
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28. The total subsidy receivable as per the
as receivables in books of accounts o
company has to write off an amount of
20. Hence the receivables and profits are over stated to thee

QOther Current Assets

29. We have Observed difference between a
(Accounting code 28.625 & 28.627) and o

statement and as per books of accounts.

(Rs. In Crores)

Approved by

Claimed by the

Financial -
Year KERC company Received
2012-13 2,092.30 | 1,953.73 . 1,905.79
2013-14 2,047.41- | 2,184.59 2,047.41
2014-15 2,323.86 2,559.47 2,323.86
2015-16 2,828.02 | 3,07849 2,5658.71
2016-17 3,17894 | 3,332.83 2,861.06
2017-18 3,844.57 | 3,827.48 3,698.64
2018-19 3,724.81 | 4,368.11 | .3,076.73
2019-20 444628 | 4,130.72 4,204.20
Total 24,486 25,435 22,676.40

It is thus observed that the company is carrying unapproved receivables from
s and no provision is made in the books for

Karnataka to the tune of Rs 949 crore
ergy department for

per the information provided, the company is still following up with En

recovering of the dues.

30. Service Tax claim settled by HESCOM to be reco
under accounting code 28.852 amounting to Rs.
Company to make the provisions for write off since the r

follow up on receivables is not in place effectively.

21. The inter unit accounts of the c

different accounts which will have an impact on the balances of many o

either in the profitan
accounting codes to be identified and reconciled to pas

accounts.

Non-reconciliation of inter unit accounts amounting to Rs.25.39 crores (net De
“Other Current Assets”. The effect of adjustments in the financial statements on

under

account of non-reconciliation of inter unit account is presently not

Executive En er {EY)
RA Section
Corporate Office, Hescom
"Navanagar, Hubballi - 580 025

GOKisRs 2323.86 croresas against the amount shown
£ Rs 4024 crores (including non-current assets). The
Rs 1700.14 crores in the books of accounts for fy 2019-
«tent of Rs 1700.14 crores.

pproved, claimed and received subsidy amount.
bserved difference between as per government

vered from Consumer/Contractor is pending
8,41,28,399. The same is pending since 2018.
ecovery rate is very low and the

ompany shows huge balances outstanding individually in

LG,

ther account heads

d loss account or the statement of affairs. Long pending entries in below

s necessary effects in the books of

bit) shown

ascertainable /

Page 6 of 25
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quantifiable. This may result in understatement or over statement of inventories, cash, bank
5 balances, fixed assets and other liabilities, which is not ascertainable due to long pending
unreconciled items in the Inter unit accounts.
—~
= 32. The company undertakes several CSR works though contracts. These works cost executed
s under Ganga Kalyana scheme will be reimbursed by Government departments like Karnataka
' Backward Classes Development Corporation, Karnataka Minorities Development
A Corporation, Karnataka State SC / ST Development Corporation, Dr. B.R. Ambedkar
Development Corporation. It is observed that the claims outstanding as per the Project
s Management department is at Rs 29.60 crores as against the receivables shown in the books
of accounts at Rs 135.72 crores. The receivables are over stated to the extent of Rs 106.12
o crores and either the Fixed Assets/ Capital Work in progress or the expenses is understated.
S Statutory C iance
e 33. Company to make provision for GST liability along with interest and penalty amounting to
i Rs.5.83 crores towards Interest and penalty as per the calculation made in response to
~ summons issued by GST department for the FY 2017-18, 2018-19 and 2019-20. Further the
: ' company has made representations for waiver of Interest and penalty.
= 34 It is observed that the company is not availing GST credit. As per the provision of the GST act
— under section 17 (2) of read rule with 42 GST credit can be taken in proportion to exempted
’ and taxable sales. The company should calculate the eligible input credit from the financial
~ year 19-20 since the eligible input credits are lost for the FY 2017-18 and 2018-19. The
impact of removal of input credits from the fixed assets should also result in lower
~~ depreciation.
~ Ingg!ne:
o 35. It is observed that subsidy approved from the KERC for financial year 2019-20 in respect of
Bhagya Jyothi, Kuteera Jyothi and IP sets up to 10 HP is more than the demand raised in the
~ books of accounts during the year. The Details are as below:
| B
~ #2722l N, (Rsdn Crores)
. / & 0 R, -E_ P,
P i -~
Y, AF “ & th;gg_;‘;f g \53;\‘33 Particulars As per | As per books Difference
’? @,/ b, ’» ’.-_ ; }Ipﬁ \'}z subsidy of accounts
,}ﬁ‘:f 7 7S . e\ . ; ‘approved
; |.’:! 5 £, -:', i o : I ‘
,ggﬂ By o U % /Bhagyajyothi/K 150.24 136.51 13.73
\\YC\E ; 3 /> /s uteera Jyothi
N 05%_,/\;3 u?‘/,f,o IP Sets 4,296.04 | 395842 337.62
.“\ -, | g =
_~ :_:__f;i{; #Total 444628 | 4,00493 | 34135
N ' :
) Page 7 of 25
~ Executive ineer (E) ’
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the excess approved amount of Rs 341.35 crores against the

The company has treated
r and has not effected the current year income.

receivables of previous yea

36. We observed difference between sales as per software and sales as per books of accounts.
The company has to undertake proper reconciliations to match the demands as per books of
accounts and the software which generates the bills, Manual intervention in the software is
also observed due to certain features like FAC, LT 7 and few of HT installations that are not
completely billed through the softwares. The resultant factor of understatement or
overstatement of sales is not determinable since the same is not identifiable.

DD D D E

)

b,

37. Provision for differential power purchase billing to Hukkeri Rural Electrification Cooperative
Society (HRECS) is not made for the FY 2018-19 and 2019-20. The invoices are raised atrates
lesser than the applicable tariffs. The differential amounts are claimed as and when the KERC

tariff is decided particularly for HRECS. Hence the company is under recognising the sale

value of the electricity supplied to HRECS

)

Miscellaneous:

38. Internal check and internal control system existing in the comp; 1
verified and to be strengthened, in respect of various audit poinfg &0
Internal Audit department needs to be improved. ﬂ'i .

't\ )

39. It is observed that company is incurring huge prior period expe
disallowances in income tax. The company has to exercise propé
expenses and provisions to be made year on year.

40. Certain balances as on 31stMarch 2020 under trade receivables/Payables, advances
paid/received, Deposits paid /received, Trade depoasits, Loans and Advances, Deposits, Bank
Balances held in Divisions, Sub divisions, Zones, Circles, Government loans including accrued
interest thereon are subject to confirmation. These includes certain old balances needing
review and reconciliation. Though provision exists against certain ‘trade receivables and
advances, adequacy of the same is not ascertained. Hence further provisions/adjustments if
any, required against these balances have not been ascertained and made. Consequential

impact on the accounts is unascertainable.

DEPED S TS TS IS WD T B S T W

)

)

J

Deferred Tax Assets/ Liabilities:

41. The company has not recognised deferred tax assets and liabilities towards the tax effect of
timing differences between taxable income and accounting income including accumulated
losses and deferred regulatory assets, which is not in consonance with the accounting
standards -22. The impact of the above on the financial statements is not quantifiable.

3
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Earnings per Share
rf‘\‘,
- 42. Tt is observed that Company while calculating Earnings per share has considered Regulatory
o asset fluctuation which is deviation of Accounting Standard 20-Earnings per Share.
=1 We conducted our audit in accordance with the standards on auditing specified under section 143
P (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
i independent of the Company in accordance with the code of ethics issued by the Institute of
' Chartéred Accountants of India together with the ethical requirements that are relevant to our audit
~ of the financial statements under the provisions of the Act and the rules there under, and we have
fulfilled our other ethical responsibilities in accordance with these requirements and the code of
Ny ethics.
~ We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for-our opinion. '
.-"-\ .
~ - Matterof Emphasis:
~ _
1. Delays (spanning even more than one accounting period) in capitalisation of assets (put to
‘' use out of items included in capital work in progress) have been observed. This result in
4 " . understatement of fixed assets and -of corresponding depreciation charged. The manner of
. calculation of depreciation from the date of capitalizing the assets in the books instead of the
~ date on.which the assets are actually put to use resulting in misstatement of depreciation
“charged and the carrying amount of fixed assets. During our test check of the statement of on-
5 - going works, we observed incomplete details about the estimated amount as per work order,
) work orders references, date of last material drawn, the status of the works as at the year-
& end etc. We feel, there is a necessity to carry out periodical review of on-going works. Due to
= this, the cumulative effect of the above deviations on depreciation charged and carrying
' amount of fixed assets & capital work in progress in the financial statements is presently not
~ quantifiable.
)
~ 2. Atpresent, only operations relating to billing and collection from consumers (other than High
PP s ension consumers) have been computerized. In respect of other processes,
N S W g actions/records are maintained partly manual and partly through MS-excel work
5

" /\5’- s f; ,,;:f zet As MS-excel is not an accounting software, there is a need for maintaining financial
) ;;;_l;:-_';_-_:‘::u ‘f;q_:’h:‘,fa,cjﬁl s in a proper accounting software, under proper supervision and with adequate

"”?“'; ,'5,\:.(. i _;;l‘f’e.c:fl,l*;:rm}measures. It is also observed that the company has not implemented its ERP
e e ("f,s,ﬁgft%vhre ‘though the contract for development is placed several years ago.

Pl Nl }I
!

b
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3. Branch Audits:

The system of transactions undertaken is majorly through divisions and zonal offices. It Is
observed that the company does not undertake the Branch Audits separately and the scope
of work and time limitation towards statutory audit will also include the coverage of Branch

Audits.

It is recommended that the company has to undertake a separate exercise of Branch audits
towards audit of financial statements year on year through experienced Audit firms in all
divisions as a separate exercise in order to obtain more accuracy and fairness on the books

of accounts of the company.

Key audit matters

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 opmlon on these matters.

Reporting of key auditmatters as per SA 701, Key Audit Matters are not apphcable to the Company
as it is an unlisted company.

Management’s responsibility for the financial statements

financial position, financial performance-and cash flows of the Compa@
accounting principles generally accepted in India, including the accountir|

section 133 of the Act. This responsibility also includes maintenance of agéﬁ
in accordance with the provisions of the Act for safeguarding of the assgts’x
preventing and detecting frauds and other irregularities; selection and apieas
accounting policies; making judgments and estimates that are reasonable a - ;
implementation and maintenance of adequate internal financial controls, ti
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.

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 op eratmns, or has no reahstlc alternative but to do so.

The board of directors are also responsible for overseeing the Company’s financial reporting process.

Page 10 of 25
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Auditor’s responsibilities for the audit of the financial statements
r."‘\
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
e on the basis of these financial statements.
< As part of an audit in accordance with SAs, we exercise professional judgment and maintain
e professional scepticism throughout the audit. We also:
o « Identify and assess the risks of material misstatement of the financial statements, whether due
T to fraud or error, design and perform audit procedures responsive to those risks, and obtain
~ qudit evidence that is sufficient and apprepriate 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,
TN misrepresentations, or the override of internal control. .
FH «  Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the
™ Companies Act, 2013, we are not responsible for expressing our opinion on whether the
) .. -company has adequate internal financial controls system in place and the operating
a + - effectiveness of such controls
a ¢  Evaluate theappropriateness ofaccounting policies used and the reasonableness of accounting
_— estimates and related disclosures made by management.
~ «  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
~ .. attentionin 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

e the overall presentation, structure and content of the financial statements, including
sures, and whether the financial statements represent the underlying transactions

in a manner that achieves fair presentation.

Mhndunicate with those charged with goverhance regarding, among other matters, the
cope and timing of the audit and significant audit findings, including any significant

ies in internal control that we identify during our audit.
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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. From the matters communicated with those charged
with governance, we determine those matters that were of most significance in the audit of the
financial statements of the current period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation precludes public disclosure about
the matter or when, in extremely rare circumstances, we determine that a matter should not
be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Report on other legal and regulatory requirements

Asrequired by the Companies (Auditor’s Report}) Ordef, 2016 (“the Order”), issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Companies Act, 2013, we give
in the Annexure “A”, a statement on the matters specified in paragraphs 3 and 4 of the Order, to the

extent applicable.

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

DI IR I

o) )

)

)

Jo0 ) ) )

J

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;

b} In our opinion, proper books of account as required by law have been kept by the Company
so far as it appears from our examiuation 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) In our apinion, the aforesaid financial statements comply with the accounting standards
specified under section 133 of the Act, read with rule 7 of the Companies (Accounts) Rules,

2014;
e) Onthe basis of the written representations received from the directors as on March 31, 2020

taken on record by the board of directors, none of the directors is disqualified as on March
31, 2020 from being appointed as a director in terms of Section 164 (2) ofthe Act;

f) with respect to the adequacy of the internal financial controls over financial reporting of the
Company and the operating effectiveness of such controls, refer to our sepz .

“Annexure B"; and

a. The Company does not have any pending litigations which woul
position;
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b. The Company did not have any long-term contracts including derivative contracts for
which there were any material foreseeable losses; and

There is no amounts required to be transferred to the Investor Education and Protection
Fund by the Company.

for Rao and Emmar
Chartered Accountants
Firm Registration NO: 0030843

B J Praveen
Partner
Membership No: 215713
Date: 13.11.2020
Place: Hubli
Exe i
UDIN: 20215713AAAAM]5326 ‘“‘g: Spcs';-ign:er (EN
~ Corporate Office, Hescom
Navanagar, Hubballi - 580 025
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Annexure “A” to the Independent Auditor’s Report

(Referred to in paragraph 1 under ‘Report on other legal and regulatory requirements’ section of our
report to the members HUBLI ELECTRICITY SUPPLY COMPANY LIMITED of even date)

1. The Company has not maintained proper records showing full particulars, including

quantitative details and situation of fixed assets.
The company has not undertaken the physical verification of Fixed Assets during the year,

however the company has the system of physically verifying only T&P items but the
discrepancies couldn’t be identified in absence of quantity and geographical situation of fixed

assets.

On the basis of our examination of the records of the Company, title deeds of certain immovable
properties in the name of the erstwhile company which the company has succeeded are yet to
be transferred in the name of the company. The Company has to build-up the fixed asset register
along with the details of date of acquisition, cost incurre d, measurements etc. for each
immovable property. The original title deeds of the property were not made available for

verification.

2. We are informed that the physical verification of inventories has been carried out once
in a year at divisional level by the management and the discrepancies poti h
verification were not material. However, no consolidated report o
stock was available at company level for our review. ,.'3;:?.

I

- [ *S S
3. As informed to us, the company has not granted any loans, securgd mﬁ!‘{;
companies, firms, Limited Liability Partnerships or other parties cOvereda
maintained under section -189.0f the Act. However, the details ‘g
disclosures in specific contracts and service providers, were not e
opinion and according to the information and explanations given to uS\t8ipIn
not given loans, made investments or given guarantees which are ‘Efb
provisions of section 185 and 186 of the Act.

4. In our opinion and according to the information and explanations given to us, the
company has not given loans, made investments, or given guarantees which are covered by
the provisions of section 185 and 186 of the act.

5, In our opinion and according to the information and explanations given to us, the
company has not accepted any deposits from public and hence the directives issued by
the Reserve Bank of India and the provisions of sections 73 to 76 or any other relevant
provisions of the Act and the rules framed there under are not applicable to the

Company

6. We have broadly reviewed the books of accounts made and maintained by the company
pursuant to the rules made by the Central Government for the maintenance of Cost
records under section 148(1) of the Act, and are of the opinion that prima facie, the
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prescribed accounts and records for the year need to be updated. We have, however, not
~ made a detailed examination of the records with a view to determining whether they are
accurate or complete.
e
7. Inrespect of Statutory dues
~
4 i, According to the information and explanations given to us and on the basis of our
— examination of the records of the Company, amounts deducted/ accrued in the books of
account in respect of undisputed statutory dues including provident fund, employees’ state
P insurance, income-tax, sales- tax, service tax, goods and service tax, duty of customs, duty
k of excise, value added tax, cess and other material statutory dues have been generally
—~ regularly deposited during the year by the company with the appropriate authorities
except in the following case as mentioned below
f‘""\'
' a. The company had not paid GST on the supervising charges, Liquidated damages
—~ received from July 2017 to March 2020, which amounted to Rs 12.83 crores. The
said amount has been made as provision for the year ended 31-03-2020. However,
—~ the company has not calculated the penalty, Interest and late filing fees on delayed
_payment for which a provision was required. Due to lack of information, we are
i not in a position to quantify the same.
Y ~Le Agco;ding "to the information and explanations given to us, no undisputed amounts
- “payable in respect of provident fund, employees’ state insurance, income-tax, sales- tax,
. service tax, goods and service tax, duty of customs, duty of excise, value added tax, cess
. and other material statutory dues were in arrears as at March 31, 2020 for a period of
' more than six months from the date they became payable.
il '
' iii, According to the information and explanations given to us and the records of the company
~ examined by us, there are no dues of income-tax, sales- tax, service tax, goods and service
tax, duty of customs, duty of excise and value added tax which have not been deposited on
~ account of any dispute. a ' : '
™ 8. We observe that, the Comﬁany has many litigations / claims filed against it, at various
~ forums. As reported by the Management, there are 145 legal cases related to revenue.
' Total value of the claim is Rs 9.50 crores. This requires to be shown as contingent liability
e as per AS 29 - ‘Provisions, Contingent Liabilities and Contingent Assets (revised 2016},
issued by ICAl, New Delhi. Due to the complex legal issues involved, different forums and
~ . ,_:;,T::rwiige number of cases, it is not possible to quantify the financial impact of the same.
" }‘.‘_—{;‘f 3 NN
o BTRS LLeNW . ) . . .
P -~ ogf;?,@,}n.qﬁ;(ompmn and according to the information and explanations given to us, the company

_Sa/5 . sHas aroutstanding dues to KREDL to an extent of Rs 210 crores. The company is paying
, additional penal interest of 2 percent regularly on the overdue amount.

e, S e j 13 18

0 )

. “‘“‘f;y,/ on? i /4 _.‘
\\$ * 10, \}"}}e Géglp’j'ny did not raise any money by way of initial public offer or further public offer
‘t‘ i ¢ debt instroments). As informed to us, the term loans were applied for the

'70 e‘”""” 5@?9/ s for which those are raised.

~N
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fraud [Cash misappropriation] on the company

11. According to the explanations given to us,
ported during the year. The details of the

by its officers / employees has been noticed / re
same are as under.
Cash misappropriation for the year
2019-20

Rs 17,47,551/-

s-appropriation, losses or

As informed by the Management, following frauds [mi
es of the company division/

defalcations] were committed by the Officers / Staff/ employe

sub division wise:
Name of the
Sino Division Amount
1 0 & M Division 7,61,638
2 Ron Division 21,633
Kundagol Sub-
3 .| Division 2,23,196
Navalagund Sub-
4 3 Division 32,149
5 - Gokak Sub-Division | 642,234
PA
6 Belgaum Division 66,700 K %/
“I P s
Total 17,47,551 E{ =
o { t

§x
Necessary systemic actions and corrective steps to be undertaken tg‘\zgg
do notrecur, _ W/
N\

12. Being Government company Section 197 of Companies Act, 2013 does not apply to the
Company.
13, 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. ' :

14, According to the information and explanations given to us and based on our examination
of the records of the Company, transactions with the related parties are in compliance
with sections 177 and 188 of the Act where applicable but details of such transactions
have not been disclosed in the financial statements as required by the applicable

accounting standards.
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- Date: 13.11.2020

e information and explanations given to us and based on our examination
s not made any preferential allotment or

ble debentures during the year.

15. According to th
of the records of the Company, the Company ha

private placement of shares or fully or partly converti

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

is not applicable.

17. As informed to us, the Company is not required to be registered under section 45 -1A of

the Reserve Bank of India Act 1934.

for Rao and Emmar
Chartered Accountants
Firm Registration NO: 0030845

Executive Engineer (EI)
RA Section
~ Corporate Office, Hescom
Navanagar, Hubballi - 580 025

B ] Praveen
Pa’t\'tner
Membership No: 215713

Place: Hubli
UDIN: 20215713AAAAM]5326
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Annexure B - to the Independent Auditor’s 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 HUBLI ELECTRICITY
SUPPLY COMPANY LIMITED (“the Company”) as of 31 March 2020 in conjunction with our audit of
the financial statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls:
e 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
[nternal Financial Controls over Financial Reporting issued by the [nstitute of Chartered Accountants
of India (ICAI). 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 Act.

The Company’s Management is responsibl

Auditor’s Responsibility:

Our responsibility is to express an opinion on the Comp any's internal financial controls over financial
: dance udit

reporting based on our audit. We conducted our audit in accordance with the Gui

of Internal Financial Controls Over Financial Reporting (the “Guidance Note”) ang{fe SBERYe
Auditing, issued by the ICAI and deemed to be prescribed under Section 143(AJ¥pé i
extent applicable to an audit of internal financial controls, both applicable; :

Financial Controls and, both issued by the ICAI Those Standards and the Guied)

Our audit involves performing procedures to obtain audit evidence about®

internal financial controls over financial reporting and their operating effectivesk
internal financial controls over financial reporting included obtaining an understan ding or o
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
lected depend on the auditor's judgement, including the assessment

assessed risk. The procedures se
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_sufﬁci'ent__ and appropriate to provide a basis

for our audit opinion on the Company’s internal finan cial controls over financial reporting.

Meaning of Internal Financial Controls over Financial Reporting:

A Company's internal financial corftro} «over financial reporting is a process designed to provide
reasonable assurarnice regarding the x‘eiT%tB‘ﬂlty of financial reporting and the preparation of financial
staterients for &térnal purposés in accoydarice with generally a i
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Company's internal financial control over financial reporting includes those policies and procedures

that:

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

reasonable assurance that transactions are recorded as necessary to permit preparation

generally accepted accounting principles, and that receipts
being made only in accordance with authorizations of

b) Provide
of financial statements in accordance with

and expenditures of the Company are
management and directors of the Company; and

ing prevention or timely detection of unauthorized

¢) Provide reasonable assurance regard
any's assets that could have a material effect on the

acquisition, use, or disposition of the Comp
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 notbe 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 pro cedures may deteriorate.

- Basis of Qualified Opinion:

According the information and explanation given to us and based on our audit, the following material

weaknesses have been identified as at March 31=t 2020.

1. The company does not have operational functionalities in place to determine the budgeted
collections, sales and completion of projects.

- 2. The company has in-house internal audit setup-and.-as informed to us all the transactions are
subjected to internal audit process. However, in our opinion and based on our checks, the

" coverage of present internal'audit system is inadequate and is not commensurate with the size

of the company.

3. The Company does not have an appropriate internal control system with regard to
maintenance of accounts as internal audit has noticed revenue leakage and excess payments
and payments without proper approval during the transaction audit of divisions and corporate

office.

he high risk involved in use of excel sheets for generating trial balances, absence of proper
unting software to generate general ledgers, subsidiary ledgers and trial balances.

£

f’gh} L3 2, & o .rr._ ) \ \-.\'- ! ‘\" . ) .

: ’Qi/ MR, 5. "ﬁbsﬁﬁ}f of control processes like physical verification of fixed assets and documents thereof,
fg 7 b 0 s, settiﬁg_ pff'of-ba]zi‘r'fﬁé'é i '_éiﬁiiléi"a"ti:c'ount'cﬁ'des:wim other divisions and periodic review of bank
i %", reconciliations in case of non-operative accounts.
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6. The company does not have suitable computerised system in respect of Financial Accounting,
Payroll, Inventory, Capex etc. Impacting reliability, grouping, and adequate disclosure of

financial transactions.

financial controls and risk management systems by audit

7. There was no evaluation of Internal
d by section 177(4) of Companies act 2013. The company

committee of the company as require
does not have risk management policy.

procedure of obtaining confirmation of balances from parties
Advances and Receivables. In view of this, we are not in a
therwise of the balance of Debtors, Creditors, Advances

8. The company does not have the
in respect of Debtors, Creditors,
position to verify the correctness or 0
and Receivables

9. The company does not have the procedure of adequate disclosures in respect of Loans and
Investments as required by Schedule III to the Companies Act,2013.
10. The company does not have the procedure of updating of the accounts manual adopted /
followed and laying down comprehensive pro cedures for accounting.

dure of adequate design / design and implementation of
erence to mandatory accounting standards / generally
al impact on the financial statements as below:

11. The company does not have the proce
controls and procedures to ensure adh
accepted accounting principles having a materi

e Accounting Standard 2 on valuation of Inventories due to application / adoption of standard
rates in valuing inventory.- § @= "€ A o

e Accounting Standard 10 “Property, Plant & Equipment” having an effect on depreciation
charged and carrying amount of fixed assets in the financial statements due to:

% Substantial delays (spanning even more than one accounting period) in
capitalisation and non-capitalisation of assets put to use included in capital work
in progress have been observed. For instance, a sum of Rs 14.977 crores was given
to Ms ABB Ltd, for supply and erection of load dispatch and communication items,
ahout 8 years back. As informed to us, the service provider has installed part of the
equipment and they are operational. The balance work has not been undertaken
and it seemis the balanice project is abandoned. In such a situation, it would not be
correct to carry the amount under Capital work in Progress for any number of
~ years. Depreciation is also not being provided since the date of put to use of the

. asset. Due to inadequacy of information, we are not in a position to quantify the
preciation not provided for all these years and its effect on the profit/loss of the

4.9 BS(!RDESHPANEE £ A ecrat“retr &t dhy Adjiistinents to the historical cost of the fixed assets is not
ASSm S (5o wea KRERFET BospEHvely GVeT the resiiual hfe of the asset and is charged

HUSL) EECA TE ;23 T«c-.%;i:s.r;'hjl'_- '.,r‘-.m:-rs_l,ach‘“a'.-‘-" I e T . R O
o ohas JOrodndctively cohstEriig As tidvgh such adjustments are new assets.

Rag No 22394
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N » Capitalisation of reconditioned assets at the carrying cost of the original asset (at

which such assets were transferred to current asset) when retired from active use

™ initially.

™ » Application of standard rates in respect of materials capitalized in project assets.

3 » Non-compliance of Accounting Standard 15 on Retirement Benefits, as the

- contributions to Pension and Gratuity Trust is made based on the contribution rate

’ intimated by the Trust, and not based on actuarial valuation as on 31.03.2020.

~ Further, the disclosure as required by the accounting standard is also not made.

—~ » Non-compliance of Accounting Standard 22 on Accounting for Taxes on Income
due to non-recognition of deferred tax liabilities on the tax effect of timing

N differences and accumulated losses.

% » Non-compliance of Accounting Standard 28 on Impairment of Asset due to non-
assessment at the Balance Sheet date of the existence of any impairment of its

e assets ' '

N

. 12. Inadequate design of internal control over a significant account or, process due to the

7% following: ' ' ' -

S « Accounting for accessories / components items forming part of the released
' transformers, i.e,, oil and coil items (based on schedule of rates) under other current

assets and correspondingly crediting the miscellaneous receipts account at the time

of withdrawal from the fixed assets instead of the carrying amount of the released

asset.
¢ Non-recognition and measurement of regulatory assets.

13. Itis observed that the company doesn’t have the internal control system of verifying the bills
received from ESCOMS, PCKL, KPCL and KPTCL for its correctness and completeness. The
invoices or orders received are accounted as expenses or income without having internal

judgement or internal audit on those invoices or orders.

)
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bination of deficiencies, in internal financial control
le possibility that a material misstatement of
d or detected on a timely

A ‘material weakness' is a deficiency, or a com
over financial reporting, such that there is a reasonab
the company's annual or interim financial statements will not be prevente

basis.

has maintained, in all material respects, adequate internal financial
d such internal financial controls over financial reporting were
operating effectively except for the points stated above in paragraph Basis for qualified opinion as of
March 31, 2020, 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”.

In our opinion, , the Company
controls over financial reporting an

for Rao and Emmar
Chartered Accountants
Firm Registration NO: 0030843

N

B ] Praveen

Partner

Membership No: 215713 w T F e ' - Executive Engineer (Ef)

Date: 13.11.2020 RA Section

Place; Hubli Corporate Office, Hescom
Navanagar, Hubballi - 580 025

UDIN; 20215713AAAAM]5326 -
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ANNEXURE C
~
Hubli Electricity Supply Company Limited
,—P“‘l\
I Report on Directions issued by Comptroller & Auditor General of India under section 143(5)
of Companies Act 2013
e
~ S. Directions Response
No.
~ Whether the company has system in The company doesn’t have a system in place
place to process all the accounting to process all accounting transactions
5 transactions through IT system? Ifyes, | through IT system.
1 the implications of processing of
4 accounting transactions outside IT
S system on the integrity of the accounts
along with the financial implications, if
~~ any, may be stated.
: There is no restructuring of an existing loan
R Whether there is any restructuring ofan | or cases of waiver /write off to
o existing loan or cases of waiver/write off | debts/loans/interest etc, made by a lender
o to debts/loans/interest etc. made by a to the company due to the company’s
2 o R A e :
~ lender to the company due to the mabﬂ;ty to repay the loan. During the year
company’s inability to repay the loan? If | the company has notrepaid aloan amount

™ yes, the financial impact may be stated. of Rs. 210 crores to KREDL which is
- ' overdue for ayear. '

' Yes. Funds received/receivable for specific
~ schemes from Central/State agencies were

properly accounted for/utilized as per its

& -- term and conditions.

_ Whether funds received/receivable for | Itis observed that the company doesn't
£ specific schemes from Central/State maintain separate Bank accounts for the
— 3 | agencies were properly accounted. funds received from Central/State
o //4;’;" “zmmey for/utilized as per its term and government.
~ S 3 i 1 Nom? List the cases of deviation. | Also the company does not maintain project

P i P AN ] 3 ; : : : ok

e, sieaad X, wise track in the books of accounts. The

9 /L¢3 ANA utilization certificates submitted to the
_f_;\[ ’;” [ ‘ 4 % Y w o ‘ % Government authorities don’t reconcile
' j" .f k ﬂ%;_,_.{; L_'. 4_'_.),1 i A 5, 5: } thh the books of accounts maintained.
,.‘\\w;\g\ggﬂ‘ Y ‘\ b " ok // Additional Company Specific Directions: -

o N\ T 7 ; .
f‘-\‘\(-:‘ S} @\1“__}”/45@ / Directions Response
X e Report B tHe efﬁc%"ﬁﬁ g? e System of Thé system of billing and collection of
= a | biliitig afid Fotlectio BF rovanie 1 the Yeventis is Considered+to be reasonably
S Lﬁézrﬁpai’iy hissier CHnper Byt fgters | SFTCIRNT: Délay of a few days in the
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Response

L Directions
No. _ _ _
have been installed for all consumers? If | updation of collections in the areas
not then, examine how accuracy of billing | covered under Restructured Accelerated
was ensured. Power Development & Reforms
Programme (RAPDRP) is noticed. As
informed to us, tamper proof meters have
been installed for all consumers and
Automated Meter Reading systems have
been installed for all DTC / HT
installations. But, Automated Meter
Reading have not been installed in respect
of LT categories. The accuracy of the billing
is ensured thorough periodic test check
undertaken by Section Officers/Sub-
Divisional Officers
It is observed that the internal audit is
covering the revenue process but as yet
only until 2017-18 billings are verified.
Periodic reconciliations of receivables /
payable -balances . have not been
Whether the reconciliation of receivables | documented and hence we are unable to
and payables between the generation, | comment on the same.

b distribution and transmission companies | We observe huge differences between the
has been completed. The reasons for | balances as per Books of accou At —
difference may be examined. per the statements whereverZeteh/s

from the generation, distri «‘./ lQhand
: transmission companies ! Q 2s
Whether the Company recovers and | As per the KERC order fin 3
accounts, the State Electricity Regulatory | 111.17 crores should hiﬁg '
c Commission (SERC) approved Fuel and | revenue for 2019-20 by
Power Purchase Adjustment Cost | collected 118.42 crores du
(FPPCA)? ' -
During the year the company hiIviginec
_ Rs. 4130.72 crores against tariffs roll back
How much tariff roll back subsidies have | 01 IP sets and BJ/K] Schemes against which
been allowed and booked in the accounts | RS 1700.14 crores are grants not
d during the year? Whether the same is | acknowledged as payable by GOK or an
being reimbursed regularly by the State orderis issued for write-off of the same.
Government? " e .
. If the audited en'ﬁty“ha's' compuiterized its At ‘present, only operations relating to
| opératiois or part of if; assess and Tpport, | billing and collection from consumers have

Executive
RA Section

. Corporate Office, Hescom:

‘Navanzgar, Hubballi -
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Response

how much of the data in the company is
in electronic format, which of the area
such as accounting, sales personnel
information , pay roll, inventory etc. have
been computerized and the company has
evolved proper security policy for data/
software/ hardware

been computerized. In respect of other
accounting transactions, records are
maintained partly manual and partly
through MS-excel work sheets for
processing. As MS-excel is mnot an
accounting software, there is a need for
maintaining financial accounts in a proper
accounting software. It is also unsafe from
security point of view to use MS-excel
worksheets as accounting software. As
informed to us, the company is in the
process of implementing ERP system,
however the progress on the same is very

slow.
The security policy on data / software
/hardware has not been formally

documented.

_for Rao and Emmar

C_hartered Accountants
Firm Registration No: 0030845

B] Praveen
Partner

Date:13.11.2020
Place: Hubli

UDIN;: 20215713AAAAM]5326
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22\ Mfs. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED
|PB ROAD, NAVANAGAR, HUBBALLI - 580 025.
{4/ Balance Sheet as at 31 March, 2020

SL No Particulars Note No. As at 31st Mar, 2020 As at 31st Mar, 2019
Rs Rs
A |EQUITY AND LIABILITIES
1{Shareholders’ funds
(a) Share Capital 3 15,54,23,78,000 15,54,23,78,000
(b) Reserves and Surplus 4 (27,00,22,18,849) (12,23,56,90,319)
(c) Money received against Share Warrants - -
(11,45,98,40,849) (3,69,33,12,319)
2|8hare Deposit pending allotment 2,05,62,00,080 80
3|Non-Current Liabilities
(a) Long-Term Borrowings 5 46,67,32,66,792 32,63,16,17,297
(b) Other Long-Term Liabilities 6 8,71,38,67,553 7,89,01,64,825
(c) Long-Term Provisions 7 1,28,98,55,135 1,09,89,34,576
' 58,67,69,89,480 41,72,07,16,698
4|Current Liabilities
(a) Short-Term Borrowings 8 2,95,45,62,977 4,43,33,61,005
(b) Trade Payables 9 71,21,64,29,753 70,27,43,35,026
(c) Other Current Liabilities 10 25,05,60,81,820 28,50,38,70,391
(d) Short-Term Provisions 11 29,05,95,524 27,21,09,368
99,51,76,70,174 1,03,48,36,75,790
TOTAL 1,46,79,10,18,885 1,41,51,10,80,249
B |ASSETS
1|Non-Current Assets
(a) Fixed Assets
(a) Tangible Asset 12A 38,52,13,09,599 31,03,05,63,883
(b) Capital Work-in-Progress 12B 6,79,89,54,697 5,31,61,87,429
(c) intangible Assets 12C 17,35,19,614 10,50,62,883
45,49,37,83,910 36,45,18,14,205
(d) Non-Current Investments 13 14,01,00,000 16,51,00,000
(e) Long-Term Loans and Advances 14 2,38,31,49,250 3,94,93,27,393
(f) Other Non-Current Assets 15 19,61,19,95,287 27,80,64,80,045
67,62,90,28,447 68,37,27,21,643
2|Current Assets
(a) Current Investments 18 .- -
(b) Inventories 17 1,51,63,61,468 1,62,30,26,134
(c) Trade Receivables 18 17,23,32,39,140 15,34,91,59,303
(d) Cash and Bank Balances 19 38,77,30,707 1,31,85.56,000
(e) Short-Term Loans and Advances 20 4,36,55,811 3,24,31,668
(f) Other Current Assets 21 59,98,10,03,312 54,81,51,85,501
79,16,19,80,438 73,1‘2:‘8‘:3"?,‘];,5%%4‘
TOTAL 1,46,79,10,18,885 1415040 887 Y
Y/

See accompanying notes forming part of the Financial Statements.
As per our Audit Report of even date.

For Rao & Emmar

Chartered Accountants
FRN. 0030848

o )
"l f J
B. J. Praveen " R 9(3&3‘66;37‘5
Partner = 3 % (S.R.Terdal)

M No.: 215713 Director (Finance) ’ Mé&maging Director
Place : HUBBALLI S
Date : \3[ ) 2050 1%\ 2020 Executive ineer (Ef)

RA Section

Corporate Office, Hescom
Mzvanagar, Hubballj - 589 025
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PB ROAD, NAVANAGAR, HUBBALLI - 580 025,

M/s. HUBL! ELECTRICITY SUPPLY COMPANY LIMITED

> Statement of Profit and Loss for the year ended 31st March, 2020

Note For the year ended 31st For the year ended 31st -
Particulars Mar,2020 Mar,2019
No. Rs. Rs.
Revenue
1 Revenue from Operations 22 77,92,25,17,551 77,66,40,02,517
2 Other Income 23 68,49,72,009 95,04,35,579
3 Total revenue (1+2) 78,60,74,89,560 78,60,44,38,096
4  |Expenditure
(a) Purchase of Power 24 56,48,77,08,189 66,65,48,78,852
(b) Employee Benefits Expense 25 8,66,75,24,042 7,81,79,55,723
(c) Finance Costs 28 5,48,68,83,233 5,38,64,81,670
(d) Depreciation and Amortisation Expense 27i 2,23,40,76,562 1,94,58,67,276
(e) Administrative and Other Expenses 27ii 2,98,89,11,933 2,11,05,84,349
Total Expenditure 75,86,51,03,959 83,91,57,77,970
Profit/l.oss before exceptional and
5 extraordinary Items and tax (3 - 4) 2,74,23,85,601 (5,31,13,39,874)
6 |Exceptional ltems 28a (1,02,90,00,000) (1,02,90,00,000)
Prior Period Income 28 1,12,15,23,293 1,20,29,30,785
Prior Period Expenses 28 (96,49,76,228) (82,73,53,795)
Profit/Loss before extraordinary
7 items and tax (5 + 6) 1,86,99,32,666 (5,96,47,62,884)
8  [Less: Regulatory Income / Expenses 28b (8,37,03,11,639) 12,86,48,78,952
9  |Extraordinary items 28b (1,45,55,00,483) -
10  [Profit before tax (7 +8 +8) (7,95,58,79,466) 6,89,89,16,068
11 |Tax expense: . -
12 |Profit for the year (10 +11) (7,95,58,79,466) 6,89,98,16,068
13  |Earnings Per Share (of Rs. 10/- each):
(a) Basic & Diluted 30 (5.12) 4.44

" Place : HUBBALLI
‘Date: 13]11)2010

See accompanying nofes forming part of the Financial Statements,
As per our Audit Report of even date.

For Rao & Emmar
Chartered Accountants
FRN. 0030848

- hJECLS Mﬁ?"‘g
B. J. Praveen ;
Partner b inance)
M.No.: 215713

LoD

Executive Engineer (EI)

RA Section

Corporate Office, Hescom

For and on behalf of the Board of Directors

A

(M. Mutiraju)
na rector

‘Navanagar, Hubballi - 580 025
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' 71/ PB ROAD, NAVANAGAR, HUBLI - 580 025.
A7

Cash Flow Stat

L M/s. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED

BT L

for the year ended 31st March, 2020

For the year ended 31st Mar,2020

For the year ended 31st Mar,2018

Net cash flow from / {used In} financing actlvities
Net cash flow from / (used In) financing actlvites

7,22,70,25,913

(5,39,14;

SlNo Partlculars
Rs Rs Rs Rs
1 |Cash flow from operating actlvities
Net Proiil / (Loss) before (7,95,58,79,466) 6,89,09,16,068
A4 extraordinary items and tax
1-2 Deprecialion and ameriisation 2,23,40,76,562 1,94,58,67,276
1-3 Provision for Bad and Doubtful Debts 2,25,13,368 75,13,072
14 Loss on sale of assels 7,850,978 73,18,109
1-5 Profit an sale of assets {18,325) (48,251)
1-6 Finance costs 5,48,58,83,233 5,39,14,58,560
17 Proivison for Leave Encashment & FBF 15,24,52,655 15,24,52,655
1-8 Bonus/Exgratia Payable 6,98,65,716 7,13,62,988
1-8 Provision for Relirement Benefits 1,91,16,55,777 89,84,87,235
1-1p Material Cost Variance Credit (40,21,69,762) =
1-10 Interest income 1,22,33,677 1,15,98,385
Operating profit / (loss) before
working caphtal changes 1,63,14,64,413 18,38,59,25,108
241 Inventories 10,66,64,666 (22,63,64,163)
22 Trade receivables {1,90,65,93,205) {1,28,69,61,585)
2-3 Short-term loans and advances (1.12,24,143) 44 67,402
24 Long-term loans and advances 1,58,61,78,143 . {27,40,55,943)
2-5 Other current assets {5,18,35,76,759) (9,64,55,04,208)
2-8 Other non-current assets 8,19,44,84,758 {13,58,26,73,780)
2-7 Trade payables 84,20,94,727 4,55,78,688,903
2.8 Other current Fiabilitles (5.58,18,62,619) 1,84,90,26,708
28 Other long-lerm liabilites 72,37,02,728 40,05,53,088
2-10 Shert-term provisions 4,46,57,938 (3,54,26,027)
2-11 Long-lerm provisions 83,42,31,685 (11,37,07,876)
Total ; : (27,1242 081) (18,35,27,77,472)
Cash generated from operations 1,26,02,22,332 (2,96,68,52,364)
Net cash flow from / (used in) operalin 1,26,02,22,332 (2,96,68.52,364)
31 Capilal expenditure on fixed assets, including (15,81,26,04,870) (7,01,26,86,370)
3-2 Dacreasa in Capital WIP 1.48,27 67,268 (64,16,01,977)
33 Proceeds from sale of fixed assels 24,55,637 70,984,353
Current Invesimenls nol considered as Cash :
¥4 and cash squivalenls 2,50,00,000 -
Net cash flow from / (used in) investing activities (14,30,23,81,866) (7.64,71,83,995)
Net cash flow from / {used in} Investing activities (14,30,23,81,986) (7,64,71,93,995)
4-1 Proceeds from shares Deposils 2,84,77,20,658 1,42,82,00,000
4-2 Proceeds from long-term borrowings 24,31,64,55,731 22,684,74,11,831
4-3 Repayment of long-term borrowings (10,67 48,05,236) (7,80,21,51,336) e
44 Depasits and contributions from consumers - 2,21,70,74,105 [ = o~
45 Preliminary Expense 23,356,881 casale OO0 ¥ ;\
46 Net increase / (decrease) in working capital / 3,57 87,908,028 - 7N,
= Shorl Term Borrowings (3.57,87,98,028) (173,878 '1' 0
47 Finance cost (5,48,58,83,233)

(c-D) 7,22,70,25,913 i
Net Increase / {decrease) In Cash and cash A%
equivalents (5,81,51,33,721) _“\
Cash and cash equivalenis at the bagl [ k!
a the year o = g s 1,31,85,56,000
Cash and cash equivalents at the end of the year {4,49,65,77,721)
Cash and cash equivalents as per Balance
Sheet (Refer Nols 17) 88.77,30,707
Net Cash and cash aquivalents (as defined in AS
3 Cash Flow Statements) included in Note 17 W TeA0707 1,31,85,56,000
Cash and cash equivalents at the end of the
year® “q ° 38,77,30,707 1,31,85,56,000
B Cash on hand . 2,17,88,051 14,81,62,193
7 In eurrent accounts 12,42,86,835 94,35,04,501
In deposil accounts with arginal maturity of less
8 itiag g g ’ 24,16,55,820 22,68.,88,906
38,77,30,707 1,31,85,56,000

See accompanying notes forming parl of the Financial Stalements,
As per our Audit Report of even date.

For Rao & Emmar
Charlered Accountants /7y r

ector (Finance)

For and on behalf of the Board of Directors

—

FRN, 0030845
B. J. Praveen
Partner

M No.: 215713
Placa : HUBL!

Date: 13)11) 20,5

3\ 2022
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M/s. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED
PB ROAD, NAVANAGAR, HUBLI - 580 025.

? Notes1&2

Particulars

Corporate information
M/s. Hubli. Electricity Supply Company Limited is registered with the Bangalore Registrar of

Companies as a Public Limited Company on 30th April, 2002 vide Registration no.

UB1401KA20028GC030437 and commenced its operation with effect from 1st June, 2002.
The registered office of the company is located at PB Road, Navanagar, Hubli - 580 025.

The Company is engaged in the business of Distribution of Electricity in the Seven Districts of
Karnataka duly purchasing power from various Power Generators Pool Account as per the energy
allocation / assigned by the Government of Karnataka as per the Government order issued from
time to time. The rates followed for the allocated/assigned power purchase is based on the
commercial rates/predetermined rates as approved by the PPA/ KERC/ Government of Karnataka.

The Principal activities of the Company is to engage in distribution of Power .

2.1

|Standards specified under Section 133 of the Act read with Rule 7 of the the Companies (Accounts)

Basis of accounting and preparation of financial statements
The financial statements of the Company have been prepared in accordance with the Generally

Accepted Accounting Principles in India (Indian GAAP). The Conipany has prepared these financials
statements to comply with the Companies Act, 2013 in all material respects and Accounting

Rules 2014. The financial statements have been prepared on accrual basis, except in respect of
interest on belated payments to private power suppliers, where interest liability is provided to

the extent of cases where Company expects that there will be claim from suppliers.
Since the Net worth of the Company is negative for the last three financial years, IND AS is
not applicable to the Company for the FY 2019-20

225
" The preparation of the financial statements in conformity with Indian GAAP requires the

Use of estimates

Management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and reported amounts of revenues and expenses during the reporting period. Although such
estimates are made on a reasonable and prudent basis taking into account all available information,
actual results could differ from those estimates. )

) D > 20y D)

2.3

Inventories "
Inventoris at Standard Rate, which is determined by the Company from time to time

ba;é'& '-on pFé"\Ir;i_éug dhase price and prevailing market rates (published as O&M Schedule of

%153‘) "o, 2 ':\ :’J‘ _,\‘“"‘

24

Cash and.cash equwalents (for purposes of Cash Flow Statement)
'(;aslh cé’ﬁ'lprises cash onfhahd and demand deposits with banks. Cash equivalents are shori-term
LS

ce@{wnbfan ofiginak fturlty of three months or less from the date of acquisition),-highly liquid
eshiidnts that . are re y convertible into known amounts of cash and which are -subject to

2.5

in‘s'%mm pﬁ'és in value.
Cash statemen

Cash flows are prepared in accordance with the indirect method prescribed in Accounting Standard-{ .

3. |
Execmive@;ﬁ;m (E0)

RA Section
~ Corporate Office, Hescom
Navanauar Hubballi - 580 D25
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Notes

Particulars

LIS

2.6

Fixed Assets

2.6.1. Fixed assets are shown at their historical costs with corresponding accumulated depreciation.
Fixed assets acquired /constructed are valued at actual cost of acquisition / construction, Materials
issued to works from stores and becoming the assets are valued at standard rates. [nterest and
finance charges up to the stage of commissioning of fixed assets are being capitalized.

2.6.2 Assets transferred by Kamnataka Pov;.rer Transmission Corporation Ltd., (KPTCL) have been
stated at the cost of transfer indicated by KPTCL in the transfer document.

2.6.3 In respect of Assets shared with KPTCL, the ownership and title vests with KPTCL and as
such, they are not reflected in the books of accounts of the Company. But the share of maintenance
expenditure in respect of such assets is charged to Profit & Loss Account.

2.6.4 Consumer contribution, grants and subsidies received towards cost of capital assets are
treated as reduction in the cost of Gross Fixed Assets in the Balance Sheet as per AS-10.

2.6.5 Released assets are valued at W.D.V., Scrapped assets are valued at scrap rate indicated in
the Schedule of rates.

2,6.6 CAPITAL WORK-IN-PROGRESS

Materials issued to Capital Work-in-progress are valued at Standard Rate, which is determined by
the Company from time to time based on previous purchase price and. prevailing market rates
(published as O&M Schedule of Rates) except: in respect of capital works under taken on total
turnkey and partial turnkey basis where materials are accounted on purchase price.

2.7

Depreciation and amortisation '
2.7.1 Depreciation on all assets (except lease hold land) is provided on straight line method as per

the guidelines prescribed in notification No. B/12/01 dated 29.03.2008 issued by KERC, which is the
adaptation of notification No.L-7/25(5)/2003-KVN dated 26.03.2004 issued by CERC & the CERC

Tariff Regulations 2008, Annexure I1l.
2.7.2 Depreciation on released assets and re-issued to works and categorized as assets is charged

at rates as per the rates as prescribed in notification No. B/12/01 dated 29.03.2006 issued by KERC,
which is the adaptation of notification No.L-7/25(5)/2003-KVN dated 26.03.2004 issued by CERC &
the CERC Tariff Regulations 2009, Annexure I1l. ' '

2.7.3 Depreciation on leasehold land is provided for the years on amortization rates arrived at on the
basis of lease period.

2.7.4 Depreciation on fixed assets is provided up to ©0% of the original cost of the asset.

2.7.5 Assets costing Rs. 500/~ or below individually are fully depreciated in the year of acquisition (

as against Rs. 5000/~ as per the Companies Act, 2013).
2.7.6 Depreciation is not provided on the assets created through capital g#g

2.7.7 Depreciation is provided from the month of commissioning of thq»
i) Depreciation on newly commissioned assets is charged for the wi
date of commissioning in that month.

--..—-l: -
.e., period of agreement or license term and in the absence of license the. cost is amortised. in
3years period. SO %

)

/(;f L E% ' Executi?gﬁg%eér (E)
‘-f(t; / }6-? RA Section
o 7 Corporate Office, Hescom

Q“h_ e .
l{ g0 Navanagar, Hubbglli - 580 025



) )

.

)

P

)

)

)

) )

)

Particulars
Receivables Against Supply of Power. e )
Receivables against supply of power activity relates Sale of Power various categories of LT, HT

Consumer.

>0 ) D) )

Revenue recognition
Sale of goods

Sales are recognised, net of returns and trade discounts, on transfer of significant risks and rewards
of ownership to the buyer, which generally coincides with the delivery of goods to customers. Sales

include excise duty but exclude sales tax and value added tax.
Income from services

Revenue from sale of energy is accounted on accrual basis. Revenue is reduced by unbilled
revenue of previous year included in this year's revenue. Revenue is increased by the unbilled
revenue of the current year and revenue due from consumers whose ledger accounts are yet to be
opened. Rebate to consumers and Incentive for prompt payment are shown as deduction from
Revenue.

The revenue from sale of energy of HESCOM is as per the tariff fixed by Karnataka Electricity
Regulatory Commission (KERC) from time to time.
Revenue from sale of energy of HESCOM is as per Tariff Fixed by Karnataka Electricity Regulatory

Commission (KERC) from time to time. '
Additional expenditure incurred in respect of Power Purchase Cost over and above the Approved

Power Purchase Cost in the Tariff Orders of relevant financial years is accounted as Income of the

year and treated as as receivables from consumers as Regulatory Asset in future years.

Other income
Bank Deposit Interest income is accounted on accrual basis.

Dividend income is accounted for when the right to receive it is established.
Income /Fees/Collections Against Staff Welfare Activities is accounted on receipts basis.

VEBEDED IS EDED

Government grants, subsidies and export incentives

Government grants and subsidies are recognised when there is reasonable assurance that the
Company will comply with the conditions attached to them and the grants / subsidy will be received.
Government grants whose primary condition is that the Company should purchase, construct or
otherwise acquire capital assets are presented by deducting them from the carrying value of the
assets. Depreciation on the portion of grant is reduced from the cost of asset is not chérged to Profit

& Loss Alc.
Government grants-may become receivable by an enterprise as compensation for expenses or

losses incurred in a previous accounting period. Such a grant is recognised in the income statement
of the period in which it becomes receivable, as an extraordinary item if appropriate (see Accounting
Standard (AS) 5, Net Profit or Loss for the Period, Prior Period Items and Changes in Accounting
Policies). as” '

o ] g_r_ar]ts;-'m__ﬂq m of non-monefary assets, given at a concesslonal rate, are recorded on the basis

i) 1 A K
lat anomihl value.
L A g T . . .
L. 7 kW Othe f government grants. and subsidies are recognised as-income over .the. periods

' e

> o
¥|necessary to ‘J*

ove t grants in the nature of promoters' contribution like investment subsidy, where no
repaym@& _c{rdinarily expected in respect thereof, are treated as capital reserve. Government

of thelr, acqiyisitin cost. In case the non-monetary asset is given free of cost, the grant is recorded

atch them with the costs for which they are intended to compensate, on a systematic

0

> ) D

L&\ %—
Executive Efgineer (Ep)

Section
Corporate Office, Hescom
avVanagar. Hubbajl; - 580 025
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Particulars
Investments = C
Investments are classified info current investments and Non-Current investments. Current
investments are carried at lower of cost.
Non-Current investments on Quoted Equity shares are carried individually at cost less provision for
diminution, other than temporary, in the value of such investments. Cost of investments include

acquisition charges such as brokerage, fees and duties.
Long-term investments (excluding investment properties), are carried individually at cost less

provision for diminution, other than temporary, in the value of such investments. Current investments
are carried individually, at the lower of cost and fair value. Cost of investments include acquisition
charges such as brokerage, fees and duties.

Investment properties are carried individually at cost less accumulated depreciation and impairment,
if any. Investment properties are capitalised and depreciated (where applicable) in accordance with
the policy stated for Tangible Fixed Assets. Impairment of investment property is determined in
accordance with the policy stated for Impairment of Assets.

2.13

|employees render the related services and non monetary benefits for’ current employees are

Employee benefits

a. Short term employee benefits including salaries, social security contributions, short term
compensated absences (such as paid annual leave) where the absences are expected to oceur
within twelve months after the end of the period in which the employees render the related service,
profit sharing and bonuses payable within twelve months after the end of the period in which the

estimated and measured on an undiscounted basis.

b. Defined contribution plans :

The employees/officers who have joined/joining on or after 1.4.2006 are covered under New Defined
Contributory Pension Scheme (NDCPS). As per this scheme, the employees/officers have to
contribute 10% of the Basic Pay & Deamess Allowance with a matching contribution from the
Company. The said contribution is being remitted with the KPTCL/ESCOMs P&G Trust for the time
being pending appointment of Central Record Keeping Agency & Pension Fund Managers. The
contribution and returns thereon shall be deposited in a non-withdrawable Pension Tier-| Account.

The normal exit is at the age of superannuation for Tier-l of the Pension system. At exit, the
employee shall be mandatorily required to invest 40% of pension wealth to purchase the annuity. In
case of employees, the annuity shall provide for pension for the life time of the employee and his
dependent parents & his spouse at.the time of retirement. The individual shall receive a lump sum of
the remaining pension ‘wealth which he would be free to utilize in any manner. In the case of
employees who leave the scheme before attaining the age of superannuation, the ‘mandatory
annuitisation shall be 80% of the pension wealth. S

C. Defined benefit plans _ P
In respect of Pension and Gratuity, contribution to Kf'

made based on the Actuarial Valuation. £/
The pension and gratuity payment is taken care off
they retire, as per Government notification No: DE.:‘H*

()Short-term employee benefits G
The undiscounted amount of short-term employee beNy
the employees render the
service. These benefits include performance incentive and compensated absences which are
expected to occur within twelve months after the end of the period in which the employee renders
the related service. The cost of such compensated absences is accounted as under

(@) in case of accumulated compensated absences, when employees render the S‘g@&iﬁ'

Increase their entitiement of future compensated absences; and ¥
(b) in case of non-accumulating compensated absences, when the absences occLr. g‘ 0
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Notes

Particu[ars

(if)Long-term employee benefits A,
Compensated absences which are not expected to occur within twelve months after the end of the

period in which the employee renders the related service are recognised as a liability at the present
value of the defined benefit obligation as at the Balance Sheet date less the fair value of the plan
assets out of which the obligations are expected to be settled. Long Service Awards are recognised
as a liability at the present value of the defined beneﬁt obligation as at the Balance Sheet date.

2.14

Segment reporting
The Company operates only in Distribution of Power supply and does not have any other segment

of business. So the Segmental reporting regulations are not applicable to the company.
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Earnings per share

Basic earnings per share is computed by dividing the profit / (loss) after tax (including the post tax
effect of extraordinary items, if any) by the weighted average number of equity shares outstanding
during the year. Diluted earnings per share is computed by dividing the profit / (loss) after tax
(including the post tax effect of extraordinary items, if any) as adjusted for dividend, interest and
other charges to expense or income relating to the dilutive potential equity shares, by the weighted
average number of equity shares considered for deriving basic earnings per share and the weighted
average number of equity shares which could have been issued on the conversion of all dilutive
potential equity shares. Potential equity shares are deemed to be dilutive only If their conversion to
equity shares would decrease the net profit per share from continuing ordinary operations. Potential
dilutive equity shares are deemed to be converted as at the beginning of the period, unless they
have been issued at a later date. The dilutive potential equity shares are adjusted for the proceeds
receivable had the shares been actually issued at fair value (i.e. average market value of the
outstanding shares). Dilutive Ppotential equity shares are determined independently for each period
presented. The number of equity shares and potentially dilutive equity shares are adjusted for share

splits / reverse share splits and bonus shares, as appropriate. ;
Basic earnings per share is computed by dividing the profit / (loss) after tax (including the post tax
effect of extraordinary items, if any) by the weighted average number of equity shares outstanding

during the year.

2,16

_tp,-.-... el d}ustment to future income tax: liability, is considered as an asset if there is

2% subsequent penods Deferred tax is measured using the tax rates and the tax laws enacted o] -
SUbstentleIIy enaeted as at the reporting date. Deferred tax liabilities are recognised. for all timing
d}ﬁerenqes :

Taxes on income

Current tax is the amount of tax payable on the tsxab[e income for the year after takmg into
consideration the benefts [disallowances admissible- under the provisions of the Income Tax Act,
1961.

Minimum Alternate Tax paid in accordance with the tax laws, which gives future economic benefits

e that the Company will pay normal income tax. Accordingly, MAT is recognised
e Bijance Sheet when it is probable that future economic benefit associated with it
wil il ﬂowto t‘heﬁompa ' :
Deferred tax is’ regegn%ed on timing'differences, bemg the differences between the taxable income
and-the acaountmg ‘tntome that originate in one period and are capable of reversal in one or more

D&fer assets are recognised for timing differences of other items only to the extent that
reasonable certalnty exists that sufficient future taxable income will be available against which these

can be realised. _
Deferred tax assets and liabilities are offset if such items relate to taxes on incom @ ied by the

ame governing tax laws and the Company has a legally enforceable right for such ;:- O Deferred
ssets are reviewed at each Balance Sheet date for their reliability.

ﬂl‘%(b ) ~ Corporate Office, Hescom
Nvcntngoy MUBWA: - DG, Y-
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7 Par_ticUIars
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Research and development expenses
Revenue expenditure pertaining to research is charged to the Statement of Profit and Loss.

Development costs of. products are also charged to the Statement of Profit and Loss unless a
product's technological feasibility- has been established, in which case such expenditure is
capitalised. The amount capitalised comprises expenditure that can be directly attributed or
allocated on a reasonable and consistent basis to creating, producing and making the asset ready
for its intended use. Fixed assets utilised for research and development are capitalised and
depreciated in accordance with the policies stated for Tangible Fixed Assets and Intangible Assets.

DD DL ED IS

2.18 |Provisions and contingencies
A provision is recognised when the Company has a present obligation as a result of past events and
it is probable that an outflow of resources will be required to settle the obligation in respect of which
a reliable estimate can be made. A disclosure of contingent liability is made, when there is a
possible obligation or a present obligation that will probably not require outflow of resources or
where reliable estimate of the obligation cannot be made.

2.19 |PROVISIONS FOR BAD & DOUBTFUL DEBTS
Provision for bad and doubtful debts is made on the actual amount of arrears considered as bad &
doubtful on case-to-case basis

2.20 |Share issues expenses

Share issue expenses and redemption premium are adjusted against the Securities Premium
Account as permissible under Section 52(2) of the Companies Act, 2013, to the extent balance is
available for utilisation in the Securities Premium Account. The balance of share issue exp'enses is
charged to Statement of Profit and loss during the year of issue of shares,

Executiv: ineer (Ei)
RA Section
Corporate Office, Hescom
Navanagar, Hubballi - 580 025
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M/s. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED
PB ROAD, NAVANAGAR, HUBLI - 580 025. '

Note 3 Share capital o
As at 31st Mar, 2020 As at 31st Mar, 2019
Sl No Particulars AIC Code Number of Amount in Rs bumbergf Amount in Rs
shares shares
3 -1 |Authorised
Exquity shares of " 10-each 2,00,00,00,000 | 20,00,00,00,000 | 2,00,00,00,000 | 20,00,00,00,000
with voting rights :
3-2 |Issued
Equity shares of " 10 8ach 1,55,42,37,800 | 15,54,23,78,000 | 1,55,42,37,800 | 15,54,23,78,000
with voting rights 52.301
3.3 S:bscnbed and fully paid _
Equity shares of * 10 each | 1,55,42,37,800 | 15,54,23,78,000 | 1,55,42,37,800 | 15,54,28,78,000
with voting rights
Total 1,55,42,37,800 | 15,54,23,78,000 | 1,65,42,37,800 | 15,54,23,78,000
Notes:
(i) Reconciliation of the number of shares and amount outstanding at the beginning and at the end of the reporting period:
Sl No Particulars Opening Balance| Fresh issue Bonus ESOP Closing Balance
Equity shares with voting
rights
Year ended 31 March,
2019
3 -1-1}- Number of shares . 1,565,42,37,800 - - - 1,56,42,37,800
3 -1-2 |- Amount (Rs) 15,54,23,78,000 - - - 15,54,23,78,000
Year ended 31 March,
3-1-312019
3 -1-4 |- Number of shares 1,65,42,37,800 - - - 1,55,42,37,800
3 -1-5|- Amount (Rs) 15,64,23,78,000 - - ; - 15,54,23,78,000
(ii) Details of shares held by each shareholder holding more than 5% shares: . X :
As at 31st Mar, 2020 As at 31st Mar, 2019
Sl No Glarg of alires) Neme .o AIC Code Number of |% holding inthat| Numberof |% holding in that
shareholder
shares held class of shares | shares held class of shares
Equity shares with voting
rights
3 -2-1|Governor of Karnataka 1,55,42,37,800 99.99%| 1,55,42,37,800 99.99%

(iif) 1) Board of Directors of HESCOM at its 87th meeting held on 07.03.2019 accorded its approval to allot 34,31,70,000 Nos. of
shares of Rs.10/- each amounting to Rs.3,43,17,00,000/- (Rupees three hundred forty-three crores and seventeen lakh only) being
. of Kamataka towards capifal projects of HESCOM in favor of hls Excellency, Governor, State of

Jniil the ‘appointed.CogipaNy Secretary reports for duty and e-form INC-22A, DIR-12 Is flled, the Central Government. (MCA
tal) does not accept the,2

gériding with ROC: /4852

Executive neer (
RA Section
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