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INDEPENDENT AUDITORS' REPORT 

To 

The Members of HUBLI ELECTRICITY SUPPLY COMPANY LIMITED. 

Hubli 

Report on the Audit of the financial statements 

Qualified Opinion 

1.47,e have audited the accompanying financial statements of HURL! ELECTRICITY SDRPLY COMPANY 
LIMITED ("the Company"), which comprise the balance sheet as at March 31, 2020,-and the Stateinent 
of Profit and Loss and statement and cash flows for the year then ended, and notes to the fikancial 
statements, including a summary of significant accounting policies and other, exphafratory.  

4 

information. 

In our opinion, except for the effect on the financial statements of the matter described in the basis 
of qualified opinion paragraph 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 ('Act') in the manner so required and give a true and fairview 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 an that date. 

Basis of Qualified Opinion: 

Loans & Borrowings: 

. Executive Engineer (El) 
RA Section 

Corporate Office, Hescom 
Navanagar, Hubbell' - 580 

I. 	The company has to convert Rs 64.79 crores out of the loans borrowed frornPower Finance 
Corporation towards RAPDRP scheme is per the Government order. The company continues 
to show this as long term borrowings and interest accrued are accounteffto capitalisation of 

ssets. Hence the long term borrowings are overstated to the tune of its: 64.79 crores, capital 

- 	

e under stated to the tune of Rs. 64.79 crores 7.nitthe Fixed assets are also Overstated 

* ent, since the same needs to be reduced from the 'OoSt 'of fixed assets leading to 
oc-  r'ea  v 	beoc., 

e SIR E65/1 
% 	0 e nee do 
0 A, 	e  vie v40_ 0 •S' cPo P 

rrit. /1/ 0 d > -7/..fitt4  7  cf as per the communication of Power Finance Corporation the Company has to 
Crores towards RAPDRP/IPDS to BESCOM. The same is not pr.vided for In the 
unts, hence payable is understated to the extent of Rs 31.7„,..---/“. - 

/ 
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Sectuitv deposit from consumers 

The company's ledger balance relating to security deposit from customers is amounting to Rs 
819.72 crores whereas the subsidiary 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. 

Lc) g term provisions and short term rirox1skt51 

The company makes delayed payments to pension and gratuity trusts towards which 
provision for interest on delayed payments are not made in books of accounts. 

tTh 

Trade Pay. tile 

S. The Amount payable as on 31st March 2020 as per the balance confirmation/ 1.....13e1  

KPTCL is RsA67.63 acres but as per HESCOM books payable to KPTCL as at 	M 
(Spit  A._ 

)49'1 

Is only Rs.230.09 crores. There is difference of R.s.23753 crores which needs‘t*- -25  
and necessary entries to be recorded in the books of accounts. The payable 
the tune of Rs Rs.237.53 crores 	

five  yea-2r02  oc  

.1.-f%Ti • 

In respect of interest 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. 

„ 	 . 
Amount payable as On 31st March 2020 is per the balance confirmation received from 

Kudrnakulam is Rs.245.35'-croreS but as per HESCOM books PaYible tà Kudamkulam as at 

31st March.2020 is Rs.161.70.crores: The liability is Understated to the tune of Rs 83.64 

crores. 

As per the balance confirmation received from KPCL total payable from HESCOM is Rs. 2485 
Crores. But as per books of the company the payable is only Rs.1700 Crores. Steps should be 
taken for reconciliation and recordriecessary entries in the books of accounts. The liability is 

understated by Rs. 785 croices. 

The company during the year has not accounted for reversal of interest payable to KPCL on 
an amount of Rs 12.44 cites Which is reversed during the year with revised rates from 

KPCL 

Executive 	ineer (El) 
RA Section 

Corporate Office, Hencom 
Navanagar, HubbajiL  - Cvii 0251 
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Other Current liabilities: 
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: 

SI No Division Accounting 
Code 

Amount 

1  Ghataprabha Division 46.927 75,89,737 

2  Childwdi Division 46.927 15,51,104 

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 fiscoms which are subject to reconciliation. 

FixedAssets and Capital work In Progress:  

The company is charging depreciation from the month of capitalisation. Any related grant 
received during the year for the assets capitsdised are reduced from the gross block during 
the year. The reversal of depreciation on the grant amount is effected in the following year, 
hence depreciaiion on the assets capitalised during the year is claimed in excess. The amount 
is not quantifiable since the capitalisation and depredation is undertaken in the divisions, 
whereas the grants received are apportioned to fixed assets by the Head office. 

It is observed that CWIP is reduced by contribution from customer only. Whereas if CVVIP 
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 
assets which are in capital Works in progress and not reduce the fixed assets The present 
practise results in fixed assets being under stated and depredation is under claimed. 

It is observed that Interest on RAPDRP not capitalised during the year. 

It is observed that Company has not identified and capitalised-  interest on PFC loan. The 

Interest cost is overstated and asset cost is under stated in accordance with AS-16. 

er Note No 2.6.1 of the Notes forming part of the financial statements, the fixed assets are 
lawn at their historical costs with corresponding accumulated depreciation and Note 16.6 

tis that the valuation of Capital Work-in-progress in case of company-generated assets is 

yaiu* d at standard rate, which is not in accordance with Accoimting Standard 10, [which 
d the valuation of Asset at cost]. Hence in our opinion the accounting for valuation 

dpirtyao 
.6 and contradictory to A counting Standard 10. 
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i I Work-in-progress and fixed assets by the Company in consonance with note no 



The company has not assessed the existence of impairment, if any, of its assets, including 
assets withdrawn from active use and assets scrapped as at the Balance Sheet date and 
consequently we are unable to comment on the existence of impairment loss. 

Investment 

The company has made an Investment of Rs 14 crores in Pilyadarshini jural Project This 
project is not yielding any returns and the company is paying fixed charges without drawing 
necessary power from the project The company has to make efforts to withdraw the 
Investments as it is resulting in fixed expenses without any benefits. 

Other non-current assets: 

It Is observed that an amount of Rs.541.83 crores is short received from government of 
Karnataka and amount is pending from FY 2002-03. The GOK has already submitted for write 
off of this amount vide its meeting dated 03.02.2016. The Company has not made provision 
to write off this amount and hence the receivable from GOK is overstated to the tune of Rs 
Rs.541.83 crores. (Account Code: 28.620) 

It is observed that an amount of Rs.27.03 crores is shown as subsidy receivable from Govt of 
Karnataka in respect of Hulckert 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 
proffiby Rs 27.03 crores (Account Code: 28.621) 

G fav 

Regulatory Asset- READ 	 (XS.  
• 

It is observed that the company has reversed an amount of Rs 83 IQ 

variance arising from revenues of 2019-20. This amount belonge t 
costs and approved purchase costs related to Financial Year 2017-
considered the factor of matching principle in terms of revenue whe 
projections and actuals. The company in its current financial year 2019- 
its sales in terms of units due to unavoidable circumstances of floods and covid situations. 

22. The company while reversing its regulatory asset should consider the cumulative  effect ath e  

quantity-and value proposed and achieved. Hence the total reversal a 
 3 cores on 

the basis that the financial year ended is not matching to th 
a vls the estimated charges determined by the KERC for FY 20.

e actual performance achieved vis 

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 

P  5. sip 
AIMC"  

tOna ,11; I  

Cal . • 

eTh 
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of the tariff costs by KERC. Considering the past three years approved and actual costs 
incurred the total regulatory assets arrive at Rs 4369.67 crores whereas the regulatory asset 
provided forth the books is at Rs 2123.49 crores. An amount of Rs 517.45 crores has been 
recovered out of the Increase in tariff rates for the cumulative years of 18-19 and 19-20 
financial years, which should be the amount to be reversed during the current financial year. 

ixt.m.tadeS.; 

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, fromtime 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 
Inventories should be valued at the lower of the cost and net realizable value. For want of 
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. 

r`. 

(Th 

atieGbv•,)ct 7,064,41 . cipjuls related to 2012_13,2015-16,2016-17. 2017-18, 2019-20. The company has notmade 

ci 	y 	vision in its books of accounts since confirmed orders are not yet obtained. 

Trade Receivable:.  

25. Trade Receivables against supply of power [Note 18 (1)], Includes Rs.1076.32 crores towards 
reVenue and Interest for the period prior. to 1-8-2008 from IF Set consumers [up to 10 HP] 
relating to the period prior, to announcement of Free Power Supply by Government of 

Karnatalca. 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 
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. 

26: As per the proposal by the Government of Karnataka it has proposed write off of Rs 699.51 
crores against the receivable of Rs 1164.76 crores related II' sets arrears as 011 31.07.2008. _ 

he company has not made any provisions in its books of accounts awaiting confirmed orders 
in the Government of Karnataka 

er as per the proposal by the Government of Karnataka an amount of Rs 449.96 crores 

f 	rite off by GOK out of the subsidy dues and additional subsidy dues for the 

cm 
Executive r, (El) 

RA Sect on 
CorPornh? nr•crsa, Hr.et•nm 

r 	- L, 



Financial 
Year 
2012-13 
2013-14 
2014-15 
2015-16 
2016-17 
2017-18 
2018-19 
2019-20 
Total 

Approved by 
ICERC 

2092.30 
2,047.41 
2,323.86 
2,828.02 
3,178.94 
3,844.57 
3,724.81 
4,446.28 

24,486  

2,184.59 
2,559.47 
3,078.49 
3,332.83 
3,827.48 
4,368.11 
4,130.72 

25,435 

2,047.41 
2,323.86 
2,558.71 
2,861.06 
3,698.64 
3,076.73 
4,204.20 

22,676.40 

Claimed by the 
company 	 Received  

1905.79 1,953.73 

Executive 	r (El) 
RA Section 

Corporate Office, Hescom 
'Navanagar, liubballi - 580 025 
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The total subsidy receivable as per the GOK isRs 2323.86 crores as againstthe amount shown 
as receivables in books of accounts of Rs 4024 crores (including non-current assets). The 
cornpanyhas to write off an amount of Rs 1700.14 crores lathe books of accounts for fy 2019-
20. Hence the receivables and profits are over stated to the extent of Rs 1700.14 crores. 

Other Current Assets  

We have Observed difference between approved, claimed and received subsidy amount 
(Accounting code 28.625 & 28.627) and observed difference between as per government 
statement and as per books of accounts. 

(Rs. In Crores) 

It is thus observed that the company is carrying unapproved receivables from 
Karnataka to the tune of Rs 949 crores and no provision is made in the books for 
per the information provided, the company is still following up with Energy department 
recovering of the dues. 

Service Tax claim settled by HESCOM to be recovered from Consumer/Contractor is pending 
under accounting code 28.852 amounting to Rs.8,41,28,399. The same is pending since 2018. 
Company to make the provisions for write off since the recovery rate is very low and the 
follow up on receivables is not in place effectively. 

The Inter unit accounts of the company shows huge balances outstanding individually in 
different accounts which will have an impact on the balances of many other account heads 
either in the profit and loss account or the statement of affairs. Long pending entries inbelow 
accounting codes to be identified and reconciled to pass necessary effects in the books of 
accounts. 

Non-reconciliation of inter unit accounts amounting to Rs25.39 crores (net Debit) shown 
under "Other Current Assets". The effect of adjustments in the financial statements on 
account of non-reconciliation of inter unit account is presently not ascertainable / 

ArrIti.,'Q.- Page 6 of 25 
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quantifiable. This may result in understatement or over statement of inventories, cash, bank 
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 
under Gauge Kalyana scheme will be reimbursedby Government departments like Karnataka 
Backward Classes Development Corporation, Karnataka Minorities Development 
Corporation, Karnataka State SC / ST Development Corporation, Dr. B.R. Ambedlcar 
Development Corporation. It is observed that the claims outstanding as per the Project 
Management department is at Rs 29.60 crates as against the receivables shown in the books 
of accounts at Rs 135.72 crams. The receivables are over stated to the extent of Rs 106.12 
crores and either the Fixed Assets/ Capital Work in progress or the expenses is understated. 

Statutory Comulianre 

33. Company to make provision for GST liability along with interest and penalty amounting to 
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. 

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 F1' 2017-18 and 2018-19. The 
impact of removal of input credits from the fixed assets should also result in lower 

depreciation. 

Income: 
35. It's observed that subsidy approved from the KERC for financial year 2019-20 in respect of 

Bhagya iyothi, Kuteera brothi 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: 

2-t.‘  

(Rain Crores) 

Particulars As 	per 
subsidy 
approved 

As per books 
of accounts 

Difference 

y  hagyajyothi/K 
uteera jyothi 

150.24 136.51 13.73 

IP Sets 4,296.04 3,958.42 337.62 

Total 4,446.28 4,094.93 341.35 

Executive • neer (El) 
RA Section 

Corporate Office, Heston 	16.'1 
Navanabar, Hubballi - 5n0 025 



The company has treated the excess approved amount of Its 341.35 crores against the 
receivables of previous year and has not effected the current year income. 

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 MC, 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. 

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 at rates 
lesser than the applicable tariffs. The differential amounts are claimed as and when the KERC 
tariff is decided particularly for linos. Hence the company Is underrecognising the sale 

value of the electricity supplied to HRECS 

Miscellaneous: 

313. Internal check and internal control system existing in the corn 
verified and to be strengthened, In respect of various audit po n 
Internal Audit department needs to be improved. 

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

Certain balances as on 31stMarch 2020 under trade receivables/Payables, advances 
paid/received, Deposits paid/received, Trade deposits, 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. 

Deferred Tax Assets/ Liabilities: 

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. 

1411A 
-sow 

Executive gineer .(8) 
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Earnings per Share 
(Th 

42. It is observed that Company while calculating Earnings per share has considered Regulatory 
asset fluctuation which is deviation of Accounting Standard 20-Earnings per Share. 

We conducted our audit hi accordance with the standards on auditing 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 

"Th 

	

	
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 

ethics. 

frTh 

	

	
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for-our opinion. 

•  Mattorof Emphasis: 

. 	- 
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 
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- 
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 affixed 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 
ension consumers) have been computerized. In respect of other processes, 

ctions/records are maintained partly manual and partly through MS-excel work 
Oes 	As MS-excel is not an accounting software, there is a need for maintaining financial 

t 	in a proper accounting software, under proper supervision and with adequate 

‘`' n7  
> " tet lity:tmeasures. It is also observed that the company has not implemented its ERP 

e though the contract for development is placed several years ago. 
-tt,9%., 

, 

fTh Executiv 	(neer (El) 
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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 

r-N 	 of accounts of the company. 

1-• 

Key audit matters 

(Th 	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. 

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

Managements responsibility for the financial statements 

rTh The Company's board of directors are responsible for the matters stated in se n 134 

r--‘ 	with respect to the preparation of these financial statements that givent, . ctrd ' 	e . 
financial position, financial performance and cash flows of the Com 	

a
' 

rTh 	accounting principles generally accepted in India, including the accoimthjg,Ore# 	I us4 
section 133 of the Act. This responsibility also includes maintenance of . 1;1 

ra% 	in accordance with the provisions of the Act for safeguarding of the as tisi i 
preventing and detecting frauds and other irregularities; selection and! . • • 	',.: 

r. 	accounting policies; making judgments and estimates that are reasonable.. ; • 	-OA -,- 	, ,..1,..... ..-.....j.  ..., _J. 
Implementation and maintenance of adequate internal financial controls,  

n 

	

	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 

,.----t, 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 tither intends to liquidate the Company 
or to cease operations, or has no realistic 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 

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 scepticism throughout the audit We also: 

identir and assess the risks of material misstatement of the financial statements, whether due 
f7Th 

	

	 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. 

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)(1) 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 
effectiveness of such controls 

Evaluate the appropriateness of accounting 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 
mients 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 distlosures 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 

eTh 

/Th 

f-Th 

cm 

However, future events or conditions may cause the Company to cease to continue as a going 

.4, 22..fismcern. 

-0c7,.;--.4•4 	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. 

0 M  Sri . 
unicate with those charged with governance regarding among other matters, the 
ape and liming of the audit and significant audit findings, including any significant 

es in internal control thatwe identify during our audit. 

_ 

Zi M 
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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 an other legal and regulatory requirements 

As required by the Companies (Auditor's Report) Order, 2016.("the Order"), Issued by the Central 
Government of India in terms of sub-section (11) of section 143 of the Companies Act, 2013, we give 
in the Ann.exure "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: 

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; 

Incur opinion, proper books of account as required by law have been kept by the Company 
so far as it appears from our examination of those books; 

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

In our opinion, the aforesaid financial statements comply with the accounting standards 
specified under section 133 of the Act, read with rule 7 of the Companies (Accounts) Rules, 
2014; 

On the basis of the written representations received from the directors as on 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) of the Act; 

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 sep 
"Annexure B"; and 

With respect to the other matters to be included in the Auditor's Rep 
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our op 
our Information and according to the explanations given to us; 

a. The Company does not have any pending litigations which woul 
position; 
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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: 003084S 

B J Praveen 
Partner 
Membership No: 215713 
Date: 13.11.2020 
Place: Huhn 
UDIN: 20215713AAAAM15326 
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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 incurred, measurements etc. for each 
immovable property. The original title deeds of the property were not made available for 
verification. 

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 
verification were not material. However, no consolidated report o 
stock was available at company level for our review. 	 ' 

'/47  
Q  

As informed to us, the company has not granted any loans, seicur 
companies, firms, Limited Liability Partnerships or other parties di 
maintained under section -189 of the Act However, the details 
disclosures in specific contracts and service providers, were not 
opinion and according to the Information and explanations given to u 
not given loans, made investments or given guarantees which are -CD 
provisions of section 185 and 186 of the Act. 

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. 

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 

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. 

7. 	In respect of Statutory dues 

1. According to the information and explanations given to as 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 
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 have been generally 
regularly deposited during the year by the company with the appropriate authorities 
except In the following case as mentioned below 

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 mores. The 
said amount has been made as provision for the year ended 31-03-2020. However, 
the company has not calculated the penalty, Interestand late filing fees on delayed 
payment for which a provision was required. Due to lack of information, we are 
not In a position to quantify the same. 

U. According"' 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. 

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, chat oT excise and value added tax which have not been deposited on 
account of any dispute. 

8. We observe that, the Company 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 Its 9.50 crares. This requires to be shown as contingent liability 
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 

large number of cases, it its notpossible to quantify the financial impact of the same. 

7;5fn btis °Onion andaccording to the information and explanations given to us, the company 

Plias airroutstanding 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. 

y did not raise any money byway of initial public offer or further public offer 
debt instrumena As informed to us, the term loans were applied for the 

for which thoee are rated. 
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11. According to the explanations given to us, fraud [Cash misappropriation] on the company 
by its officers! employees has been noticed / reported during the year. The details of the 
same are as under. 

Cash misappropriation for the year 
2019-20  

Rs 17,47,551/- 

fl 

As informed by the Management, following frauds [mis-appropriation, losses or 
defalcations] were committed by the Officers/ Staff/ employees of the company division/ 
sub divisio _ ...__. 

SIno 
Name of the 
Division Amount 

1 0 & M Division 7,61,639 

2 Ron Division 21,633 

3 
Kundagol Sub-
Division 2,23,196 

4 
Navalagund Sub-
Division 32,149 

5 Gokak Sub-Division 6,42,234  

6 Belgaum Division 66,700 

Total 17,47,551 ( cd ( 

ttt•-•-1/4, 

! A  Galir: 

02\ cit 

0 
is. 

Necessary systemic actions and corrective steps to be undertaken 
do not recur. 

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

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. 

According to the information and explanations given to us andbased 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. 

-3 tub.. —wry Execonv 	r 
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B J Praveen 
Partner 
Mernbership No: 215713 
Date: 13.11.2020 
Place: Hall 

20215713AAAAMJ5326 

According to the information and explanations given to us and based on our examination 
of the records of the Company the Company has not made any preferential allotment or 
private placement of shares or fully or partly convertible debentures during the year. 

According to the information and explanations given to us and based on our examination 
of the records of the 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. 

As informed to us, the Company is not required to be registered under section 45 -IA of 
the Reserve Bank of India Act 1934. 

for Rao and &mar 
Chartered Accountants 
Firm Registration NO: 0030845 

dtr, 
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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 Ace) 

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: 

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 FinancialReporting issuedby the Institute of Chartered Accountants 
of India (ICAf). 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. 

Auditor's Responsibility: 

Our responsibility is to express.an opinion on the ---------- .  internal financial contrRoaelus:oiNivtis_eoser fainici 

reporting based on our audit We conducted our audit in accordance with the Guidance  

tha 
Auditing, issued by the will anddecreed to.  be prescribed under Section 143 
of Internal Financial Controls Over Financial Reporting (the "Guidance Note") • • . e Satelket 

Financial Controls and,.both issuedby the IC41. Those Standards and Me Gu . Rik) 
we complywith ethical reqUirereenta and plariand perform the audit m ob 

extent applicable to an audit of internal financial controls, both applicable.  

about whether .adequate internal financial..eontrole. over financial repo 
maintained and if such controls operated-effectively in all material respe 1/, . 

asR  

Oat 	0  223,4  5  

cut  4 _ . 

 udit 
. 

20 f ive  - 0 20  

Our audit involves performing procedures to obtain audit evidence abou 	
Se ce 

internal financial centrals over financial reporting and their operating effect 	..- i,,,....f...._........ ..• 

internal financial controls over financial reporting included obtaining an understan i : 0  I temal 

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 thenuditor's judgement, includingthe 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, Coinnany's internal finandal controls over financial reporting. . 

Meaning of Internal Financial Controls over Financial Reporting: 

A Company's liftoff-MI finanCial toinfeol over financial reportng is a process designed to provide 

reasonable .akstirailde regarding the fertitilit, of financial renaming and the preparation of financial 

11 	

7b trn 
. 	

ting principles. A 
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Company's internal financial control over financial reporting Includes those policies and procedures 

that: 

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

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 

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 orfraud 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. 

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 31st 2020. 

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

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 internataudit system is inadequate and is not commensurate with the size 
of the company. 

The Company does not have an appropriate internal control system with regard to 
niaintenance 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. 

A\  Op 	of control processes like physical verification offixed assets and documents thereof, 
"setOng ff of balanceS msfinilar &Count ctides with other divisions and periodic review ofbank 

edoWdliatidns in case of non operative accounts. 
ft 
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The company does not have suitable computerised system in respect of Financial Accounting, 
Payroll, Inventory, Capes etc. Impacting reliability, grouping, and adequate disclosure of 

financial transactions. 

There was no evaluation of Internal financial controls and risk management systems by audit 
committee of the company as required by section 177(4) of Companies act 2013. The company 

does not have risk management policy. 

The company does not have the procedure of obtaining confirmation of balances from parties 
In respect of Debtors, Creditors, Advances and Receivables. In view of this, we are not in a 
position to verify the correctness or otherwise of the balance of Debtors, Creditors, Advances 

and Receivables 

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. 

The company does not have,  the procedure of updating of the accounts manual adopted / 

followed and laying down comprehensive procedures for accounting. 

The company does not have the procedure of adequate design / design and implementation of 
controls and procedures to ensure adherence to mandatory accounting standards / generally 
accepted accounting principles having a material impact on the financial statements as below: 

Accounting Standard 2 on valuation of Inventories due to application! adoption of standard 

rates In valuing inventory. 

Accounting Standard 10 "Property, Plant & Equipment" having an effect on depreciation 
charged and carrying amount affixed assets In the financial statements due to: 

GOV  

t  644.  
0  PS. SIRDESHPANbE -a 	8 Com IA 
(Imo  
	II  5" "84  ADVOCATE 

FrueLl sac  025 
Reg No 22390 ,r.  Date 17-08-2020 

°five Year 

> 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, 
about 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 iiteents the balance projett is Chandelled. 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 

predation not provided for all these yearS and its effect on the profit/loss of the 
pany. 

etiatfiatottit 	erits to the hiStorleal cost of the fixed assets is not 

,fiteligegiterf 	tit6 r Sat tie of the asset and is charged 

10-88bgigerft 	iiiitiailitikrnents are new assets. 
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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. 

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 
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 exigence of any impairment of its 
assets 

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

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. 	It Is 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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for Rao and Emmar 
Chartered Accountants 
Firm Registration NO: 003084S 

B I Praveen 
Partner 
Membership No: 215713 
Date: 13.11.2020 
Place: Hubli 
UDIN: 20215713AAAAMJ5326  
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A 'material weakness is a deficiency, or a combination of deficiencies, in internal financial control 
over financial reporting, such that there is a reasonable possibility that a material misstatement of 
the company's annual or interim financial statements will not be prevented or detected on a timely 

basis. 

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 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". 
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ANNEXCIRE C 

Hubli Electricity Supply Company Limited 

Report on Directions issued by Comptroller & Auditor General of India under section 143(5) 
of Companies Act 2013 

No. 
Directions 

Response 
 

Whether the company has system in 
place to process all the accounting 
transactions through IT system? If yes, 
the implications of processingof 
accounting transactions outside IT 
system on the integrity of the accounts 
along with the financial implications, if 
any, may be stated. 

The company doesn't have a system in place 
to process all accounting transactions 
through IT system. 

1 

2 

Whether 
existing 

lender to 
comPany's 
yes, the 

to debts/loans/interest 

. 
there Is any restructuring of an 

loan or cases of waiver/write off 
etc. made by a 

the company due to the 
inability to repay the loan? If 

There is no restructuring of an existing loan 
or cases of waiver/write off to 
debts/loans/interest etc., made by a lender 
to the company due to the company's 
inability to repay the loan. During the year 
the cdmpany has not repaid a loan amount 
of Rs. 210 erores to KFtEDL which is 
overdue for a year. 

financial impact may be stated. 

3 
— — 

specific 

.cc 
N. 

..0 • 

Whether 

agencies 
or/utilized 

... 
j 

Mons'? 

fands received/receivable for 
schemes from Certrrol/SMte.., . 
were properly accounted. 

as per its term and 
Listthe cases af deviation- 

J 

Yes. Funds received/receivable for specific 
schemes from Central/State agencies were 
properly accounted for/utilized as per its 
term and conditions. 
It is observed that the company doesn't 
maintain separate Bank accounts for the 
funde received from Central/State 
government. 
Also the company does not maintain project 
wise track in the books of accounts. The 
utilization certificates submitted to the 
Government authorities don't reconcile 
withilie books of accounts maintained. 

r, 
. 	.., 	0 . t 0... 

b. 	 Additional Company Specific Directions: 

SPLie ee iDirections  
Response 

tilii3P1/4)  tr  
The system of billing and collection of 
feireird 11 6onsictered-to be reasonably 
'gaga bgay of a few days in the a 
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Sl. 
No. 

Directions 	. 
Response 

haveteen Installed Thrill consumers? If updatton of collections in the areas 
not then, examine how accuracy of billing covered under Restructured Accelerated 
was ensured. Power Development St 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 pro cess but as yet 
only until 2017-18 billings are verified. 

Periodic reconciliations of receivables / 
payable 	balances, have 	not 	been 

Whether the reconciliation of receivables 
and payables between the generation, 

documented and hence we are unable to 
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 acco .. 

e 
difference may be examined_ per the statements whereve iia,kaj,:. 

from the generation, distr s 'nd
.  

transmission companies? 	. 49 .. 	.,,,, 

• 

Whether the Company recovers and As per the KERC order 
111.17 crores should h 

- , • 	• ., 

accounts, the-State Electricity Regulatory 
c Corinnission (SERC) approved Fuel and revenue for, 2019-20 	• 9 

Power 	Purchase 	Adjustment 	Cost 
9 

collected 118..42 crores du 
[FPPCA]? 

During the year the company h 
. Rs. 4130.72 .croyes against tariffs roll back 

How much tariff roll back subsidies have on IF sets and BJ/Kj 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 acitnawledged as payable by GOK or an 

being reimbursed regularly by the State order is issued for write-off of the same. 

Government? 

e If the audited entity haS Computerized its At 'present, only operations relating to 

. OfteralidiiStir,prntifittisS,ess 

 

and "Rem , billing and collection from .Consumers have 

/Th 

Executive 	sneer (El) 
RA Section 

Corporate Office, Hescorn 
Navana2ar, Hubbell' - 58u 025 

Page 24 of 25 
p 

31, 	Re) 

4  Cc 

 

  



SI. 
No. 

Directions 

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 

Response 

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 not 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 
Chartered Accountants 
Firm Registration No: 0030B4S 

13 I Praveen 
Partner 
Membership Nb: 215713 
Date:13.11.2.020 
Place: Huhn 
uDlNQzip713AAAAll5326  
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M/s. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED 

1PB ROAD, NAVANAGAR, HUBBALLI -580 025 
IT/ 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 15154,23,78,000 15,54,23,78,000 
(b) Reserves and Surplus 4 (27,00,22,18,849) (19,23,56,90,319) 
(c) Money received against Share Warrants 

- - 
(11,45,98,40,849) (369,33,12,319) 

2 Share Deposit pending allotment 2,05,62,00,080 80 
3 Non-Current Liabilities 

(a) Long-Term Borrowings 5 4667,3265792 32,63,16,17,297 
(b) Other Long-Term Liabilities 6 8,71,38,67,553 7,9901,64,825 
(c) Long-Term Provisions 7 1,28,98,55,135 1,09,89,34,576 

4 Current Liabilities 
56,87,69,89,480 41,72,07,16,699 

(a) Short-Term Borrowings 8 2,95,45,62,977 4,4333,61,005 
(b) Trade Payables 9 71,21,64,29,753 70,27,4335,026 
(c) Other Current Liabilities 10 25,0560,81,920 2850,38,70,391 
(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 146,79,10,18,885 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 6,7989,54,697 5,31,61,87,429 
(c) Intangible Assets 12C 1735,19,614 10,50,62,893 

45,49,37%3,910 36,45,18,14,205 
(d) Non-Current Investments 13 14,01,00,000 1651,00,000 
(e) Long-Terri Loans and Advances 14 2,38,31,49,250 3,94,93,27393 
(0 Other Non-Current Assets 15 1961,19,95,287 27,8064,80045 

2 Current Assets 
67,62,90,28,447 68,37,27,21643 

(a) Current Investments 16 . 	- - 
(b) Inventories 

Trade 
17 1,51 %3,61A68 1,62,3026,134 (c) 	Receivables 18 1723,32,39,140 1534,91,59303 

(d) Cash and Bank Balances 19 38,77,30,707 1,31,85,56,000 
(e) Short-Term Loans andAdvances 20 4,36,55,811 3,24,31,668 (f) Other Current Assets 21 59,98,10,03,312 54,81,51,85,501 

79,16,19,90,438 73,13,83 MIL 

TOTAL 1,46,79,10,18,885 1,41: n  
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As per our Audit Report of even date. 

For Rao & Emmar 
Chartered Accountant 
FRN. 0030845 

B. J. Praveen 
Partner 
M No.: 215713 

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

For Rao & Emmar 
Chartered Accountants 
FRN. 0030846 

For and on behalf of the Board of Directors 
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M.No.: 215713 ' 
Place: HUBBALLI 
Date. 131D) Roma 

Tm 

krx. 

M/s. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED 
PB ROAD, NAVANAGAR, HUBBALLI - 580 025. 
Statement of Profit and Loss for the year ended 31st March 2020 
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SI No Particulars Note 
No. 

For the year ended 31at 
Mar,2020 

For the year ended 31st- 
Mar,2019 

Rs. Rs. 

1 

2 

4 

5 

6 

7 

8 

10 
11 
12 
13 	Earnings 

Revenue 

Revenue from Operations 

Other Income 

Total revenue (1+2) 

Expenditure 

Purchase of Power 

Employee Benefits Expense 

Finance Costs 

Depreciation and Amortisation Expense 

Administrative and Other Expenses 

Total Expenditure 

Profit/Loss before exceptional and 
extraordinary items and tax (3 - 4) 

Exceptional Items 

Prior Period Income 

Prior Period Expenses 

Profit/Loss before extraordinary 
Items and tax (5 + 6) 

Less: Regulatory Income I Expenses 

Extraordinary items 

Profit before tax (7 + 8 + 9) 
Tax expense: 
Profit for the year (10 + 11) 

Per Share (of Rs. 10/- each): 
(a) Basic & Diluted 

22 

23 

77,92,25,17,551 

68,49,72009 

77,65,4002,517 

95,04,35,579 

78,60,74,89,580 78,60,44,38,096 

24 

25 

26 

271 

2711 

56,48,77,08,189 

8,66,75,24,042 

5,48,58,83,233 

2,23,40,76,562 

2,9899,11,933 

86,65,48,78,952 

7,81,79,55,723 

5,38,64,91,670 

1,94,58,67,276 

2,11,05,84,349 

75,86,51,03,959 83,91,67,77,970 

28a 

28 

28 

2,74,23,85,601 

(1,02,90,00,000) 

1,1245,23,293 

(96,49,76,228) 

(5,3143,39,874) 

(1,02,90,00,000) 

1,20,2930,785 

(82,73,53,795) 

286 

28b 

1,86,99,32,666 

(8,37,03,11639) 

(1,45,55,00,493) 

(5,96,47,62,884) 

1286,46,78,952 

(7,95,58,79,465) 6,89,99,16,068 
_ 

30 

(7,95,58,79,466) 

(5.12) 

6,89,99,16,068 

4.44 
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SI No Particulars Forth. year and S 31st Mer,2020 For the year ended 31st Mar,2019 

Rs Rs Rs 

Cash flow from operating activklea 

1-1 Net Prollt ((Lose) before 
extraordinary items and tax 

(7,95,56,79,466) 6,89,99,16.088 

1-2 Depreciation and amortIsagen 2.23,40,76,582 1,84,58.67.276 
1-3 Provision for Bad and Doubtful Debts 235.13358 76,13,072 
1-4 Loss on Sala of assets 7,50,878 73,19,109 
1-5 Prat an sole of assets (18,325) (48,251) 
1-6 Finance costs 5,48,58,82233 5,39,14,52560 
1-7 Prolvbson for Leave Encashment 8 FEE 15.24,52,655 15,24,62,655 
1-8 BorDWERInsile Payable 6,9E85,718 213,62,989 
1-13 Provision for Retirement Benefits 1,91.18.55,777 39,84.87,235 
we Material Cost Valiance Credit (402159,762) 
1-10 interest Income 132.32877  1.15,90,395 

Operating wont r (loss) before 
woddrig capital changes 1,63,14,64,413 15,3259,25,108 

2-1 Inventories 10836,64656 (22,63.64,163) 
2-2 Tnide receivables (1.9265,93,206) (1,28,69,61,535) 2-3 Short-term loans and advances (1.12,24,143) 44,62402 2-4 Long-term loans and advances 	, 1,56,61,78,143 (2240,52943) , 2-5 Other current assets (6,18,95,76,769) (9,64,55,04,208) 2-6 Other non-current assets 819,44.134,758 (13,58,26,73,780) 
2-7 Trade payables 94,2034,727 4.55,72133,903 
2-6 Other current liabilities (5.58,18,63819) 1,84,90,25,708 2-9 Other long-term GaNlitles 72,37,02,728 4205,53,096 2-10 Short-term occasions 4,46,57,938 , (3,54.26.027) 2-11 Lang-Leon provisions 83.42,31.685 (11,3207.876) Total (27,12 42.081) (16,35,2777 472 

Cash generated from operations 1,28,0322,332 (2,9268,52,364) Net cash now from / fused in) operating_ 1 26.02,22332 (2.98;88,62,364) 3-1 Capital expenditure on fixed assets, Including (15,61.26,04,870) (7,01,26.82370) 3-2 Decrease in Capital MP 1.48,27.87,268 (64,16,01,977) 3-3 Proceeds from sale of fixed assets 24,55,637 70,04,353 
3-4 Current Investments not considered as Cash 

and cash equivalents 2,50.00,060 - 

Not cash flow from! (used in) investing activities (14 30,23,51,286) (7,84,71,93,996) 
Netcash flow from / (used In) Investing activities 04,30,23,81,986) (264,71,93.995) 

41 Proceeds from shares Deposits 2,64,77,20.090 1,42,82,00,000 4-2 Proceeds from long-term borroindngs 24,31,64,55,731 22,64.74,11,831 4.3 Repayment of Wag-term borrowings (10,67,43.013,218) (7,80.21,51336) 4-4 Deposits and contributions tmm consumers - 221.70,74,105  
-3 ka 4-5 Preliminary &Penile 

wenncrease I 
23,35,981 

443 mecrease)in working capital ti 
Short Term Borrowings (3,57,67,98,028) 

(5,4;,/ 

(1.73,82 
4-7 Finance cost 

Net cash flow from ((used In) financing attivitf es 

(5,48,5833333) 

7,22,7032813 

0,39.14 

le 

t- 
'Or 

.5".1 	
c 

Net cash flow from f (used in) financing activItios e n, (C-D) 7,2370.25,913 A  al erla,61 lipid 
b Net increase / (decrease) in Cash and cash 08  

equivalents (5,81,61,33,721) 
 4  taatt,383s 

6 Cash and cash equivalents at the beginning ol e  17. 	d the year 231,85,58,000 
ft\ .•••‘>4  
i• 0  fig 

Cash and cash equivalents attic' end of the year (4,49,65,77,721) 
Cash and cash equivalents as per Balance 
Sheet (Refer Note 17) 3837,30,707 

1..4"  
triVt4  

Net Cash and cash equivalents (as defined In AS 
3 Cash Flow Statements) Included In Note 17 38.7330.707 1,31,65,55.0013 

Cash end cash equivalents at the end of the 

8 
Year ' 
Cash 	hand 

3277,32707 1,31,85,56,000 

7 
an 	 _ 

In 2,17,88,051 14,81,62,193 current accounts 124262636  9435,04.901 
8 In deposit accounts with Original maturity of less 

Than 3 months 2400.55,820 22,6838,908 

36,77,30,707 1,31,8256,000 
See acoomrianvine mites forminn onri n 	 ••••• • 

Prowler' 
Partner 
M No.:215713 
Place :HUBLI 
Dale: 13Iti 

As per ourAndlt Report of even date. 

Far Rao & Emmar 
Chartered Accountants 
MN. 0030648 

For and on belleof the Board of Directors 
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 	M/s. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED 
v. i-ts HUAL), NAWANAGAR, HUBLJ -580 025. 	 . 

Notes 1 & 2  

Notes Particulars 
1 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. 
U31401KA2002SGC030437 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 

Kamataka 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 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 Company has prepared these financials 

statements to comply with the 'Companies Act, 2013 	in all materiel respects and Accounting 
Standards specified under Section 133 of the Act read with Rule 7 of the the Companies (Accounts) 

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 
2.2 Use of estimates 

The preparation 	of the financial statements in conformity with 	Indian GAAP 	requires the 
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, 
actUaLreSults could differ from those estimates. 

2.3 Inventories 
lriventqriect 	at Standard Rate, which is determined by the Company from time to time 
ba 	d on preVid.u.S.14u 	ase price and prevailing market rates (published as O&M Schedule of 

ea).' 
2.4 Aôash and cash equivalents,  (for purposes of Cash Flow Statement) 

Cash coMprises cash on hand and demand deposits 	banks. k.,.. 	 with 	Cash equivalents are short-term 
ce 3with,an original-maturity of three months or less from the date of acquisition)ehighly liquid 

., 	i  hat 'are : Teas* convertible Into known amounts of cash and which are subject to 
ins i  ' ili, h. 	es in value. 

2.5  

Cash flows are prepared in accordance with the indirect method 	in Accounting prescribed 	 Standard- 
3. 
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Notes Particulars 
.2.6 Fixed Assets 

2.6.1. Fixed assets are shown at their 
Fixed assets acquired /constructed are 
Issued to works from stores and becoming 

historical costs with corresponding 
valued at actual cost of acquisition 

the assets are valued 

accumulated depreciation. 
/ construction. Materials 

at standard rates. 	Interest and 
being capitalized. of fixed assets are finance charges up to the stage of commissioning 

2.6.2 Assets transferred by Kamataka Power 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 

charged to Profit & Loss Account. expenditure in respect of such assets Is 

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. 

Scrapped assets are valued at scrap rate indicated in 2.6.5 Released assets are valued at W.D.V., 
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 	turnkey basis partial 	 where materials are accounted on purchase price. 

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

the guidelines 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 Ill. 

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. 8/12/01 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 III. 

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 90% 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 • 	
• 

I) 
2.7.7 Depreciation is provided from the month of commissioning ofthe); , 

Depreciation on newly commissioned assets is charged for the 
date of commissioning in that month. 

o 
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Ii) Depreciation on released/de-commissioned assets is provided u 	e,  
month immediately preceding the month of decommissioning of the ass 
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2.7.8 Amortization on Software is recognised on Staright 'Line basis over th- --.41•.. 1.• 	ul lives 
i.e., period of agreement or license term and in the absence of 	ense in the cost is amortised 
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Notes Particulars 
2.8 Receivables Against Supply of Power. 

. 
Receivables against supply of power activity relates Sale of Power various categories of LT, HT 
Consumer. 

2.9 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 years 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. 
2.10 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. 

2.11 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 

losses 

charged to Profit 
& Loss A/c. 

Government grants may become receivable by an enterprise as compensation for expenses or 

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). 
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	,t grants in the nature of promoters' contribution like Investment subsidy, where no 
' rdinarily expected In respect thereof, are treated as capital reserve. Government 

	

' 	of non-monetary assets, given at a concessions' rate, are recorded on the basis 
thceir' aaq4,if • 	cost In case the non-monetary asset is given free of cost, the grant is recorded 
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2.12 
Notes 

Investments are classified into 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. 

nvestment 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 Employee benefits 

Short term employee benefits including salaries social security contributions, short term 
compensated absences (such as paid annual leave) where the absences are expected to occur 
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 
employees render the related services and non monetary benefits for current employees are 
estimated and measured on an undlscounted basis. 

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 Paste Pay & Dearness 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-I Account. 

The normal exit is at the age of superannuation for Tier-I 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 indMdual 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 BO% of the pension wealth. 

C. Defined benefit plans 	- 
In respect of Pension and Gratuity, contribution to 
made based on the Actuarial Valuation. 
The pension and gratuity payment is taken care pillar 
they retire, as per Government notification No: DE 14 

49rna 15X8  
he employees render the 

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 

Increase their entitlement of future compensated absences; and 

in case of non-accumulating compensated absences when the absences occur. 
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Notes Particulars 
(ii)Long-term employee benefits 

Compensated absences which are not expected to occur within twelve months after 

period in which the employee renders the related service are recognised as a liabirdy 

value of the defined benefit obligation as at the Balance Sheet date less 

the end of the 

at the present 

of the plan 

are recognised 

the fair value 

assets out of which the obligations are expected to be settled. Long Service Awards 

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. 
2.15 Earnings per share 

Basic earnings per share is computed by dividing the profit / (loss) after tax (including 
effect of extraordinary items, if any) by the weighted average number of equity shares 

during the year. Diluted earnings per share is computed by dividing the profit / (loss) 
(including the post tax effect of extraordinary items, if any) as adjusted for dividend, 
other charges to expense or income relating to the dilutive potential equity shares, by 
average number of equity shares considered for deriving basic earnings per share and 

the post tax 
outstanding 

after tax 

interest and 
the weighted 
the weighted 
of all dilutive 

conversion to 
Potential 

unless they 
the proceeds 

value of the 
each period 

for share 

the post tax 
outstanding 

average number of equity shares which could have been issued. on the conversion 
potential equity shares. Potential equity shares are deemed to be dilutive only If their 
equity shares would decrease the net profit per share from continuing ordinary operations. 
dilutive equity shares are deemed to be converted as at the beginning of the period, 
have been issued at a later date. The dilutive potential equity shares are adjusted for 

receivable had the shares been actually issued at fair value (I.e. average market 
outstanding shares). Dilutive potential equity shares are determined Independently for 

presented. The number of equity shares and potentially dilutive equity shares are adjusted 
splits / reverse share splits and bonus shares, as appropriate. 
Basic earnings per share is computed by dividing the profit / (loss) after tax (including 
effect of extraordinary items, if any) by the weighted average number of equity shares 
during the year. 

2.16 Taxes on income 	 . . 
Current tax is the amount of tax payable on the taxable income for the year after 
consideration the benefits /disallowances admissible- under the provisions of the Income 
1961. 

Minimum Alternate Tax paid in accordance with the tax laws, which gives future economic 
I 	, , 	adjustment to future Income tax liability, is considered as an asset 
Ciii- 	0  :  A 	. that the Company will pay normal income tax. Accordingly,. MAT 

an As:set-in,  ,te.  ,  lance Sheet when It Is probable that future economic benefit associated 
Will‘floWio the,CortpAy. 	 . 
Deferre'd tax is 'recognised on timing differences, being the differences between the taxable 
and the Accounting inabme that originate in one period and are capable of reversal in 
subsequent periOdari. Deferred lax is measured using the tax rates and the tax laws 
substantially enacted as at the reporting date. Deferred tax liabilities are recognised 

taking into 
Tax Act, 
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if there is 

is recognised 
with It 

Income 
one or more 
enacted or • 

for all liming 

extent that 

which these 

ed by the 
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reasonable 
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D -feW••••  assets are recognised for timing differences of other items only to the 

certainty exists that sufficient future taxable income will be available against 

be realised. 
Deferred tax assets and liabilities are offset if such items relate to taxes on incom 

me governing tax laws and the Company has a legally enforceable right for suc 
ssets are reviewed at each Balance Sheet date for their reliability. 	Executive ,:r b 

. efe 'Ted 
gineer (El) 

AtS Corporate Office, Hescom 
aktnooceteav tflupwaos- awn IAA 



Notes ParticUlarS 
2.17 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 

depredated in accordance with the policies stated for Tangible Fixed Assets and intangible Assets. 
2.18 Provisions and contingencies 

A provision is recognised when the Company has e 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. 
Z19 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 expenses Is 
charged to Statement of Profit and loss during the 	of issue of shares. year 
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Ws. HUBLI ELECTRICITY SUPPLY COMPANY LIMITED 

PB ROAD, NAVANAGAR, HUBLI -580 025. 

SI No Particulars NC Code 
As at 31s Mar, 2020 As at 31s Mar, 2019 	- 

Number of 
shares 

Amount In Rs 
Number of 

shares 
Amount In Rs- 

3-1 

3-2 

3 -3 

Authorised 
Equity shares of' 10 each 
with voting tights 

Issued 
Equity shares of' 10 each 
with voting rights 

Subscribed and fully paid 
up 
Equity shares of' 10 each 
with voting rights 

52.301 

2,00,00,00,000 

1,55,42,37500 

1,55,42,37,800 

20,00,00,00,000 

15,54,23,78,000 

15545378,000 

2,00,0000,000 

15542,37500 

1,55,42,37,800 

20,0050,00,000 

15,54,23,78500 

155453,78000 

Total 1,55,42,37,800 15,54,23,78,900 1,65,42,37,800 16,64,23,78,000 

Notes: 
et•-• 	Reconciliation of the number of shares and amount outstanding at the beginning and at the end of the reporting period: 

SI No Particulars Opening Balance Fresh issue Bonus ESOP Closing Balance 

Equity shares with voting 
rights 

Year ended 31 March, 
2019 

3-I-I - Number of shares . 	155,42,37,800 - - - 1564257500 

3-1-2 - Amount (Rs) 15,54,23,78,000 - - - 15,54,23,78500 

3 -13 
Year ended 31 March, 
2019 

3 1-4 Number of shares 15542,37500 - - - 1,55,42,37500 
3-1-5 - Amount (Rs) 15,54,23,78,000 15,54,23,78,000 

al) Details of shares held by each shareholder holding more than 5% shares: 

im 	(l10 1) Board of Directors of HESCOM at its 87th meeting held on 07.03.20 9 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 cores and seventeen lakh only) being 

eTh 	the 9A/1N-eft:, 	of Karnataka towards capital projects of HESCOM in favor of his Excellency, Governor, State of 
Ka 	tap duIyiprQVjt,amp duty, for issue of shares, amounting to Rs.17,15,850/- (Rupees seventeen lath friteenthausand 

r-,, 	updred fifh,f-o 

, tile .aPPoillta-c 
l) does not accept' 

ding with ROC. 

SI No 
Class of shares I Name of 
shareholder 

A/C Code 

As at 31st Mar 2020 As at 31st Mar 2019 

Number of 
shares held 

% holding In that 
class of shares 

Number of 
shares held 

% holding in that 
class of shares 

3-2-1 

Equity shares with voting 
rights 

Governor of Karnataka 155,42,37,800 99.99% 15542,37,800 99.99% 

Secretary reports for duty and e-form INC-22A, DIR-12 is filed, the Central Government (MCA 
e-forrn..formalities to complete the process of Allotment of Shares of Rs.343.17 Crates is 

If 
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