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46" ANNUAL REPORT 2016-17

NOTICE

NOTICE IS HEREBY GIVEN THAT THE FORTY SIXTH ANNUAL GENERAL
MEETING OF DAVANGERE SUGAR COMPANY LIMITED WILL BE HELD ON
THURSDAY, THE 21'DAY OF SEPTEMBER 2017 AT THOGATAVEERA SAMUDHAYA
BHAVANA, M.C.C ‘A’ BLOCK, DAVANGERE-577004 AT 10.45 A.M.

TO TRANSACT THE FOLLOWING BUSINESS:
ORDINARY BUSINESS :

1) To receive, consider and adopt the audited Financial Statement as at 31% March,
2017 and the reports of the Directors and Auditors thereon.

2) To appoint a Director in place of Mr. MALLIKARJUN SHIVASHANKARAPPA
SHAMANUR(DIN — 00699740), who retires by rotation and being eligible offers
himself for re-appointment.

3) To appoint a Director in place of Mr. GANESH SHIVASHANKARAPPA
SHAMANUR(DIN — 00451383), who retires by rotation and being eligible offers
himself for re-appointment.

4) To consider and if thought fit, to pass with or without modification(s), the following
resolution as an Ordinary Resolution:

“RESOLVED THAT pursuant to the provisions of Section 139 and all other applicable
provisions of the Companies Act, 2013 (the “Act”) read with Rule 3(7) of the Companies
(Audit and Auditors) Rules, 2014 (including any statutory modification(s) or re-enactment
thereof for the time being in force), the Company hereby appoint Mr. Lingaraju .V.
(M.N0.218951),Chartered Accountant, Davanagere as the Statutory Auditor of the
Company, from the conclusion of 46"Annual General meeting until the conclusion of the
51st Annual General Meeting on such remuneration as may be determined by the Board
of Directors, subject to ratification at every Annual General Meeting and to fix their
remuneration.”

By the order of the Board
for Davangere sugar company limited

S.S. Ganesh
Place : Davangere Managing Director
Date : 28-08-2017 DIN: 00451383
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NOTES TO NOTICE

1. A member entitled to attend and vote at the meeting is entitled to appoint a proxy and the proxy need
not be a member of the company or a relative of such member.

2.  Proxies in order to be effective should be duly stamped, signed and completed and must be
deposited at the registered office of the company not less than forty eight hours before the
commencement of the meeting.

Theinstructions for filing, stamping, signing and/or depositing Proxy :

No instrument of Proxy shall be valid unless it is signed by the members/s or by his /her attorney
duly authorized in writing or in the case of body corporate, it is executed under its common seal, if
any, or signed by its attorney duly authorized in writing, provided that an instrument of Proxy shall be
sufficiently signed by any member who for any reason is unable to write his/her name, if his/her
thumb impression is affixed thereto and attested by a Judge, Magistrate, Registrar or Sub-Registrar
of assurances or Govt. Gazetted officers or any officer of nationalized bank.

Person appointed as the Proxy shall prove his/her identity at the time of attending the meeting and
for the purpose such person shall carry proof of his/her identity via PAN Card, Voters ID or Adhar
Card, Driving License or Passport.

(Proxy Form and Attendance Slip as per act are attached)

3. Members are requested to bring their Attendance Slip along with their copy of Annual report to the
meeting.

4. Particulars of the venue of the meeting including route map and prominent Landmark for easy
location is attached.

Details of Directors seeking appointment/ re-appointment at the forthcoming Annual General meeting

SI.No. Particulars Details of Directors
1. Name of the Director S.S. MALLIKARJUN S.S.GANESH
2. Date of Birth 22/09/1967 13/09/1961
3. Date of Appointment 03/09/1997 31/10/2000
4. DIN 00699740 00451383
5. | Nationality Indian Indian
6. Expertise in specific functional areas | — —
7. Qualification Graduate Undergraduate
List of Public/ Private Companies in _ M/s. S S Aviation Pvt Ltd
8. whé?h outside Directorship held as on Mfs Indian Can.e F’ovyer L M/s. Vishal Commercial Pvt Ltd
31> March 2017 M/s. Samson Distilleries Pvt Ltd
Chairman/ Member of the Committees | . ,
9. pf the.Puinc Companisets onwhich he Nil il
is a Directoras on 31™ March 2017
10. | NoofShares held 208174 Shares 15083843 Shares
11. | Relationship with any Director of the | Brother of Mr. Ganesh Brother of Mr. Mallikarjun
Company Shivashankarappa Shamanur Shivashankarappa Shamanur
By the order of the Board
for Davangere sugar company limited
Place : Davangere S.S. Ganesh
Date : 28-08-2017 Managing Director

DIN: 00451383
( 3 ) Davangere Sugar Company Ltd.,
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DIRECTORS’ REPORT

To
The Members,

The Direcg?rs have pleasure in presenting the 46th (Forty Sixth)Annual Report together with Audited Financial Statements for the year
ended 317 March, 2017.

We, as the Directors of your Company, are very eager to share the ups and downs in Company’s affairs during the operating year 2016-
17. We are presenting before you, the significant information as per the requirements of Section 134 of the Companies Act, 2013.

During 2014-15, your company was de-listed by virtue of being moved to dissemination board of BSE, from Bangalore Stock
Exchange. More details are covered under the heading “de-listing”

STATE OF COMPANY’S AFFAIRS
Crushing Operations and Sugar Produced:

The Crushing operations were commenced from 06th October, 2016 and closed on 11th December, 2016 and your Company crushed
149633 MTs of sugarcane during the Financial Year 2016-17.

Year Sugarcane Crushed (MTs) Sugar Produced (Qtls) Recovery (%)
2016-17 1,49,633 1,17,880 7.88%
2015-16 5,39,965 4,98,586 9,18%

The Company is anticipating to crush about 4,32,000 MTs of Sugarcane for the ensuing season 2017-18.
c. Area covered under sugarcane cultivation :

The managementis making continuous and sincere efforts of bringing more and more land under sugarcane cultivation.
The following are the figures of areas of sugar cane cultivation in the last four years & the estimation for the ensuing year.

Year Area under sugarcane cultivation (in acres)
2013-14 12,935
2014-15 12,698
2015-16 15,732
2016-17 6,456
2017-18 (estimated for ensuing year) 10,090

The management is making sincere efforts to ensure the adequate supply of sugarcane to the Company.

SUGAR EXPORT :

During the FY 2016-17 company did not export any sugar as there is no scope for sugar export as the international
prices are not remunerative to export the sugar. Hence, Company did not have any export earnings during the year
under review.

CO-GEN AND POWER EXPORT :

Company is having a Co-gen power plant having an installed capacity of 24 MWs. During the financial year 2016-17 the

Company has generated 7,19,94,880 KWH of power and has exported 8,38,78,900 units of power to ESCOMS/IEX
compared to the previous year's export of 12,44,23,200 units. The Company has imported 8,50,800 units of power from

)
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KPTCL during the year under review and had imported 3,02,000 units of power from KPTCL during the previous year
2015-16. The Co-gen unit has worked for 143 days during the year against 300 days during previous year 2015-16.

SUGAR INDUSTRY OVERVIEW

The Sugar Industry scenario for the ensuing Season 2017-18 is not so encouraging. During the current year 2016-17
the sugar prices were stable throughout the year. There was no sharp increase in the prices, because of the intermittent
interference from the Central Government by resorting to stock limits etc. The policy of the Government is also not
encouraging for the Sugar Industry. The sugarcane production is expected to be at lower level due to unfavorable
monsoon which is going to affect yield of sugarcane. The production of sugar during the ensuing season 2017-18 may
fall short of the expected level of production. Government may allow the sugar factories to import raw sugar. There
expected to be deficit in the global production of sugar. Any favorable steps on the part of the Government to encourage
the sugar factories during the ensuing season 2017-18 may help the industry to recover from the past losses.

GOVERNMENT MEASURES

Government had increased the import duty on sugar/raw-sugar from 25% to 40% to preventimport of sugar to India with
aview to protect domestic prices. Keeping in view the shortage of sugar in the country, Government has permitted under
TRQ quota to import raw sugar to all sugar factories with special quota for the southern India region. About 3,00,000 MTs
of sugar quantity is allotted for the factories located in southern part of India. Our company has been allotted and permitted
toimport 6,599 MTs of raw-sugar and accordingly company has imported raw-sugar from Brazil.

SUGAR POLICY

The Central Government has opened up the Sugar industry to open market policy, where the price is determined by
demand and supply derivatives. The Central Government has permitted the State Government to purchase Sugar for
PDS from open market at the prevailing market prices, but has promised to extend subsidy to the States.

GOVERNMENT POLICY ON POWER SECTOR

The Government of Karnataka does not have a stable energy procurement policy. Consequently the Independent
:Power Producers are in state of dilemma or confusion. The energy sector needs a firm and remunerative policy by the
State Government of Karnataka to sustain the stable and remunerative operation of Independent power producers
including Co-gen power plants.

EFFLUENT TREATMENT PLANT

Company has set up an effective Effluent Treatment Plant as per the standards prescribed by the Karnataka State
Pollution Control Board. The Company has renewed the licenses under both the Water and Air pollution control Act, from
the Pollution Control Board.

UPGRADATION OF TECHNOLOGY

The Management believes in the principle that the change is inevitable, and the Company should be equipped to face
the challenges on account of the inevitable changes. Our company has taken up and completed the project of increasing
the Boiler House capacity from 3500 TCD to 4750TCD along with installation of FFE (Falling Film Evaporator Technology)
in sugar processing with steam saving devises with a capital cost of about Rs.37crore. Further, company wants to adopt
VKT system in sugar processing which is under progress.

Davangere Sugar Company Ltd., { 6 '
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MANAGEMENT OUT LOOK FOR 2017-18

The supply of sugarcane to the factory may not to be at expected level since the area covered under the sugarcane
cultivation has come down due to diversion to other alternative crops. Unfavorable monsoon has also affected the
sugarcane cultivation. There seems to be deficit in the production of sugar during the ensuing year. The Government
policy is not stable and the sugar industry is expected to suffer due to frequent changes in the policies of the Government.
In the midst of all these odds, company has taken steps to cover more and more lands under sugarcane cultivation with
new high yield variety of sugarcane by educating farmers.Management is hopeful of bringing more land in the command
area under sugarcane cultivation.

MANAGEMENT POLICY

The Management believes its policy of continuous effort to produce the high quality of white sugar through adoption of
modern & advanced technology from time to time. It believes in team effort of all people who are directly and indirectly
working with the Company as one family. It strongly believes in “give and take policy” that is more production & more
efficiency means more rewards.

FINANCIAL RESULTS

The Company has earned a profit Rs. 77.58 Lakhs during the year under review.The financial results for the year
ending 31% March, 2017are summarized below :

Rs. In Lakhs
Particulars Current Year 2016-17 Previous Year 2015-16
1. Revenue from operations (Gross) 18163.02 19033.57
2. Less-Excide duty 844.24 666.74
3. Revenue from operations (Net) 17308.77 18366.82
4.  Otherincome 48.21 96.55
5. Total 17356.99 18463.38
6.  Costof Material Consumed 4714.73 16505.90
7. Operating Expenses 9349.68 (4143.75)
8.  Other Expenses 931.92 2211.01
9. Profit before depreciation
and financial expenses 2360.63 3890.19
10. Financial cost 1361.80 1844.41
11. Depreciation and amortization 921.24 768.69
12.  Profit before exceptional
and extraordinary items 77.58 1277.09
13. Exceptional & Extraordinary Expenses — =
14.  Profit before tax 77.58 1277.09
15. Interestin MAT — —
16. Deferred tax 241.39 257.21
17. Profit/Loss for the year (-)163.80 1019.88

Davangere Sugar Company Ltd.,



46™ Annual Report

TRANSFER TO RESERVES : Entire Profit for the year Rs.77.58 Lakhs is transferred to Reserves and Surplus.
DIVIDEND : No dividend was recommended in order to conserve resources for the current year.
MEETINGS OF THE BOARD :

12 (Twelve) meetings of the Board of Directors were held during the year on following dates

21.04.2016 10.10.2016
12.05.2016 21.11.2016
20.06.2016 19.12.2016
18.07.2016 09.01.2017
18.08.2016 16.02.2017
03.09.2016 13.03.2017

DIRECTORS AND KEY MANAGERIAL PERSONNEL

During the year one of the Director Mr. S SJayanna resigned from the Board on 12.05.2016 on account of his pre-
occupancy with other work. Now the Board consists of 6 Directors after resignation of Mr. S SJayanna. The company will
continue with 6 Directors which consists of two independent directors.

Company has appointed Ms. Reshma Manjunath on OlstJune ,2017 as Company Secretary.

KEY MANAGERIAL PERSONNEL :
1. Mr. GANESH SHIVASHANKARAPPA SHAMANUR (DIN —00451383) Managing Director,
2. Ms. RESHMA MANJUNATH (PAN — CLPPM1598B) Company Secretary.

Mr. GANESH SHIVASHANKARAPPA SHAMANUR (DIN - 00451383) Managing Director of the company is encrusted
with substantial powers of management and he is “officer who is not at default” as per provisions of the Companies Act,
2013 and rules made there under,

Ms. RESHMAMANJUNATH (PAN — CLPPM1598B) Company Secretary was entrusted with compliance of provisions of
the Companies Act, 2013 and rules made thereunder.

Mr. MALLIKARJUN SHIVASHANKARAPPA SHAMANUR (DIN: 00699740) and Mr. GANESH SHIVASHANKARAPPA
SHAMANUR (DIN —00451383), Directors of the Company retire by rotation at the forthcoming Annual General Meeting
and being eligible offers themselves for re-appointment.

The Board of Directors further confirms that none of the Directors are disqualified as on 31St March, 2017 from being
appointed as Director of the Company within the meaning of Section 164(2) of the Companies Act, 2013.

The remuneration paid to Managing Director of the company is Rs. 36,00,000/- per annum and that to the Executive
Director is Rs. 19,44,000/- per annum.

DECLARATION FROM INDEPENDENT DIRECTORS ON ANNUAL BASIS

The Company has received necessary declaration from each Independent Director of the Company under Section
149(7) of the Companies Act, 2013 that the Independent Directors of the Company meet with the criteria of their Independence
laid down in Section 149(6).

Davangere Sugar Company Ltd., { 8 '
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POLICY ON DIRECTORS APPOINTMENT AND REMUNERATION

The Company has Constituted Nomination and Remuneration Committee which has been entrusted with the responsibility
to formulate the criteria for determining qualifications, positive attributes and independence of Directors and recommends
to the Board a policy relating to remuneration for Directors, Key Managerial Personnel and other employees.

COMPOSITION OF COMMITTEES

a. | AUDIT COMMITTEE

Chairman Sri. A.C. Jayanna (Independent)

Other Members Sri. K.V. Somashekar, (Independent)
Sri. S S Ganesh, Managing Director

b. | NOMINATION AND REMUNERATION COMMITTEE
Chairman Sri. K.V. Somashekar, (Independent)
Other Members Sri. A.C. Jayanna (Independent)
Smt. Rekha S Ganesh, (Non-executive Director)

c. | SHAREHOLDERS'’/INVESTORS' GRIEVANCE COMMITTEE
Chairman Sri. A.C. Jayanna (Independent)
Other Members Sri. K.V. Somashekar, (Independent)
Smt. Rekha S Ganesh, (Non-executive Director)

d. | CORPORATE SOCIAL RESPONSIBILITY COMMITTEE
Chairman Sri. K.V. Somashekar, (Independent)
Other Members Sri. A.C. Jayanna (Independent)

Sri S S Ganesh, Managing Director

Corporate Social Responsibility

Inthe CSR Committee meeting held on 19.12.2016, the committee observed that the company need not spend towards
CSR activity. Brief calculation is given in the table hereunder

Financial year Net profit / (loss) (Rs.)
2016-17 77,58,689
2015-16 10,19,87,874
2014-15 (17,01,48,217)
Total (6,04,01,654)

As previous three years average net profit is negative, the amount to be spend towards CSR activity is NIL.
VIGIL MECHANISM

The Vigil Mechanism acts as an additional internal element of the Company’s compliance and integrity policies. All
employees, directors, vendors, suppliers, dealers and consultants, including auditors and advocates who are associated
with the Company can raise concerns regarding malpractices and events which may negatively impact the company. Vigil
Mechanism has been established under the supervision of the Deputy financial Officer(DCFO) of the Company. The Audit
Committee and the DCFO reviews the working of the Vigil Mechanism from time to time and make suggestions, if needed.
The Vigil protects the whistleblower against victimization for the disclosures made by him/her and ensures complete
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confidentiality of the whistleblower’s identity and the information provided by him/her. The investigation is conducted
honestly, neutrally and in an unbiased manner. The subject or other involved persons in relation with the protected
disclosure are also given an opportunity to be heard. Strict disciplinary actions are taken against anyone who conceals or
destroys evidences related to protected disclosures made under this mechanism. The Vigil Mechanism policy also
provides for direct access to the chairperson of the Audit Committee in appropriate or exceptional cases.

DIRECTORS RESPONSIBILITY STATEMENT

The Board of Directors in terms of Section 134 (3) (c) states that :

a. Inthe preparation of the annual accounts for the year ended 31 March 2017, the applicable accounting standards
have been followed along with proper explanation relating to material departures.
b.  The Directors have selected such accounting policies and applied them consistently and made judgment and

estimates that are reasonable and prudent so as to give true and fair view of the state of affairs of the Company at
the end of the financial year and of the Profit and Loss of the Company for that year.

c. The Directors have taken proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provisions of this Act for safeguarding the assets of the Company and for preventing and
detecting fraud and other irregularities.

d. The Directors have prepared the annual accounts on a going concern basis and

e. Thedirectors have devised proper systems to ensure compliance with the provisions of all applicable laws and that
such systems are adequate and operating effectively.
CHANGES IN SHARES CAPITAL :

During the year under review there was no change in the Capital Structure of the Company and the Authorized Capital
of the Company is Rs. 60,00,00,000/-divided into 6,00,00,000 Equity Shares of Rs. 10/- each and the Paid up Capital
being Rs.44,85,64,570/-divided into 4,48,56,457 Equity Shares of Rs. 10/- each.

ANNUAL RETURN :

The extracts of Annual Return pursuant to the provisions of Section 92 read with Rule 12 of the Companies (Management
and Administration) Rules, 2014 is furnished in Annexure | and is attached to this Report.

AUDITORS AND AUDITOR’S REPORT

M/s Santhappa & Company, Chartered Accountants, Davangere are the statutory auditors of the company. As per
provisions of Section 139 of the Companies Act, 2013 and rules made thereunder they hold office until the conclusion of the
forthcoming Annual General Meeting in Sept, 2017. The auditor's report does not contain any qualification, reservation or
adverse remark.

Further, on the recommendation of the Audit Committee, the Board of Directors further recommend Mr. Lingaraju .V.
(M.N0.218951), Chartered Accountant, Davanagere to be appointed as statutory auditor of the company to hold office
from conclusion of the ensuing Annual General Meeting till the conclusion of 51 Annual General Meeting.

The Company has received consentin writing from the Auditor, for his appointment, so also certificate to the effect that they
are eligible for appointment and are not disqualified for appointment.

DETAILS OF UNSECURED LOAN RECEIVED FROM DIRECTORS

During the year under review the Company has obtained short period loan (about 10 days) from Managing Director of
the Company amounting to Rs.6,50,00,000/- for which he has given declaration that the amount is not being given out of
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funds acquired by him by borrowing or accepting loans or deposits from others. The Loan is in the nature of current liability
repayable within short time.

FORMAL ANNUAL EVALUATION

The company is covered under Section 134(3)(p) read with Rule 8(4) of the Companies (Accounts) Rules 2014.
Accordingly formal annual evaluation of performance of Board, Committees and individual directors have been conducted
by the Nomination & Remuneration Committee in the following manner:

The evaluation is done internally. The evaluation is done on the basis of inputs received from the directors regarding the
performance of board & committees as a whole and also of director in individual capacity. Specific inputs have been
collected from Independent Directors regarding performance of Managing Director and Whole-time Director

Broad parameter for board performance have been the efficiency to guide the company in its core business operation.
Supplementary parameter is exploring opportunities for bringing new business opportunities for the company. Specific
parameter for Managing Director and Whole-time Director is achievement of targets on the core business. Specific
parameter for independent directors and other non-executive directors is attendance at board / committee meetings and
providing independent judgments on the board decisions. Specific parameter for committees is execution of their terms of
reference

SUBSIDIARY COMPANIES
There is no Subsidiary/Joint Venture or Associate Company.
RISK MANAGEMENT

The RISK MANAGEMENT POLICY is in compliance with Section 134 (3) (n) of the Companies Act 2013 which requires
the Company to lay down procedure for risk assessment and procedure for risk minimization. The main objective of this
policy is to ensure sustainable business growth with stability and to promote a pro-active approach in reporting, evaluating
and resolving risks associated with the business. In order to achieve the key objective, the policy establishes a structured
and disciplined approach to Risk Management, in order to guide decisions on risk related issues.

The Board ensures that all the current and future material risk exposures of the company are identified, assessed,
quantified, appropriately mitigated, minimized and managed i.e. to ensure adequate systems for risk management. The
Company enables compliance with all appropriate laws and regulations, wherever applicable, through the adoption of
best practices.

The Board of Directors of the Company and the Audit Committee periodically reviews and evaluates the risk management
system of the Company so that the management controls the risks through properly defined network. Head of Departments
are responsible for implementation of the risk management system as may be applicable to their respective areas of
functioning, and they report to the Board and Audit Committee when circumstances require.

SECRETARIALAUDIT REPORT

The Company is not required to annex to their report secretarial audit report, as the paid up share capital of the Company
is less Rs.50 Crores (Rupees Fifty Crores Only) and the turnover is less than Rs. 250 Crores (Rupees Two Hundred and
Fifty Crores Only).

INTERNAL FINANCIAL CONTROLS

The Company has in place adequate internal financial controls with reference to Financial Statements. There are sound
internal controls commensurate with nature and size of the Company that have been incorporated in the Policy to detect
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the financial discrepancies well in time. Key policies are defined, understood and enforced. Operating procedures are
clearly defined; detailed and harmonized procedures are available across the organization. Several controls are
preventive in nature and automated. All stakeholders are aware of their roles and responsibilities with respect to processes
and controls. The culture of compliance with laid down guidelines and procedures is evident through the actions and
behavior of individuals and teams. The Management Information System ensures that adequate and accurate information
is available for reporting and decision making. The Audit committee also evaluates the operating effectiveness of Internal
Financial Control systems.

CONSERVATION OF ENERGY

Particulars with respect to conservation of energy pursuant to rule 8(3) Aof the Companies (Accounts) Rules 2014 are
givenin FORM A.

TECHNOLOGY ABSORPTION

Particulars with respect to technology absorption pursuant to Rule 8(3) B of the Companies (Accounts) Rules 2014 are
given in FORM B.

FOREIGN EXCHANGE EARNING AND OUTGO
Information pursuant to Rule 8(3) C of the Companies (Accounts) Rules.
The Company has incurred following Foreign Exchange Expenditure —
1) 1,24,500 USD (Equivalent to INR 83.41Lakhs)being 10% of the value of Buyers Credit of USD
12,45,000 availed against import of 25000 MT of Coal from Indonesia.
2) 23,71,600 USD (Equivalentto INR 1517 Lakhs)againstimport of 44000 MT of Coal from Indonesia.
Further, there were no Foreign Exchange earnings during the year.
DEPOSITS

The Company has not accepted deposits either from members or public within the meaning of section 73 or 76 of
Companies Act,2013 read with Rules made thereunder.

RELATED PARTY TRANSACTIONS

The Company has entered into transaction with the related parties within the meaning of Section 188 of the CompaniesAct,
2013. Form No.AOC-2 enclosed.

PARTICULARS OF EMPLOYEES

There is no employee, drawing remuneration of more than Rs. 1,02,00,000.00/- (Rupees One Crore and Two Lakhs
Only) during the financial year or Rs. 8,50,000.00/- (Rupees Eight Lakh and Fifty Thousand Only) per month for part of
the financial year.

COST AUDITORS

M/s. GNV & Associates, Bangalore, have been appointed as Cost Auditors of the Company as per the provisions of
Section 148(1) of the Act.

DE-LISTING:

Your company was listed on Bangalore Stock Exchange (BgSE). SEBI had come out with Circulars for closure of
Regional stock exchanges in India which are not meeting certain criteria specified by SEBI. So, BYSE was directed to
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discontinue the stock exchange business and surrender their stock exchange license. Accordingly, Bangalore Stock
Exchange surrendered its stock exchange license. Companies exclusively listed on BgSE, which did not voluntarily de-
list were moved to dissemination board set up by NSE/ BSE/MCS-XS. Your company was moved to dissemination board
of BSE vide BgSE letter dated 14th November,2014 effectively delisting the company. The company status is as de-listed
from the date of the said letter. The shareholders are free to transfer the shares off-market. In addition to the same, the
shareholders may also use the dissemination mechanism of BSE. In order to use the said mechanism, the shareholders
have to get registered with broker of BSE. Transfers will depend on availability of a buyer (who shall also be registered
with such broker) for such shares. (Refer SEBI Circular No. COR/MD/DSA/14/2012 dated 30.05.2014 on closure of
regional stock exchanges)

Further, the Company has submitted application for NSE and BSE listing on 30.06.2017 for listing and process of listing the
company is under progress.

GENERAL

Your Directors state that no disclosure or reporting is required in respect of the following items as there were no

transactions on these items during the year under review.

a) Issue of equity shares.

b) Company has issued Corporate Guarantee to the Harvesting & Transport (H&T) farmers contractors to facilitate
borrowings from Canara Bank and ICICI Bank Ltd. Company has issued CG to the extent of Rs.46 crores. These
farmers contractors facilitate harvesting and transportation of sugarcane from the fields of the farmers to the company
which is very important from the point of view of procurement of sugarcane for business of the company. Company
does not assign contract or work order to H & T contractors. Farmers are assigning work of harvesting and
transportation to supply sugarcane to company. The disclosure is made as per section 186 of CompaniesAct, 2013
during the year under review.

¢) Issue of shares with differential rights.

d) Issue of shares (including sweat equity shares) under Employees Stock Option Scheme.
e) Purchase by Company of its own shares or giving of loans for such purchase.

f)  Buyback of shares

g) Nosignificant orders were passed by the Regulators or Courts or Tribunals which impact the going concern status
and company’s operations in future.

h) Nomaterial change affecting Financial Statements between the end of financial year and the date of this report.
i) There was no change in business activity of the Company,
j)  Nofraud has been reported by the Auditors to the Audit Committee of the Board.

k)  No cases of child labour, involuntary labour, sexual harassment and discriminatory employment were reported in the
financial year 2016-17

ACKNOWLEDGEMENT

Your directors wish to thank and acknowledge the Banks, government authorities and associates for their assistance and
co-operation.

By the order of the Board
for Davangere sugar company limited
S.S. Ganesh
Place : Davangere Managing Director
Date : 28-08-2017 DIN: 00451383
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Form No. AOC-2
(Pursuant to clause (h) of sub-section (3) of section 134 of the Act and Rule 8(2) of the Companies
(Accounts) Rules, 2014)
Form for disclosure of particulars of contracts/arrangements entered into by the company with related
parties referred to in sub-section (1) of section 188 of the Companies Act, 2013 including certain arms
length transactions under third proviso thereto
Details of contracts or arrangements or transactions at arm’s length basis
SL [Name ofthe Nature of Nature of Period of [ Actual Advance| Related | Member
No | Contracting Relationship Transaction transaction [ amount paid / | paid party Interested in
Party Received (fany) | due to | contract(with
% of Share-
holding in the
Company)
1 |Kalleswara Traders Relative of MD | Purchase of 2016-17  [Rs. 4,30,566 Nil N.A.
is partner in firm | provision item
for Company
canteen
2 [M/s. S. Kallappa & Sons|MD s partner | Sale of Sugar | 2016-17 |Rs. 99,07,150 | Nil N.A.
in firm
S. Kallappa & Sons MD is partner | Purchase of 2016-17 [Rs. 40,735 NIL N.A.
in firm provision item
for Company
canteen
3 [ M/s. Shivashankar MD is partner | Purchase of 2016-17 [Rs. 1,87,995 NIL N.A.
Associates in firm provision item
for Company
canteen
4 |M/s. S.S. Trading Co. |MDispartner | Saleof Sugar | 2016-17 |Rs.9,92,23,000 | Nil N.A.
in firm
2. Details of material contracts or arrangement or transactions not at arm’s length basis
SL |Name of the Nature of Nature of Period of | Estimated Advance | Related| Member
No | Contracting Relationship Transaction transaction |Value (Actual | paid party Interested in
Party amountpaid) | (ifany) | due to | contract (with
% of Share-
holding in the
Company)
1 NOT APPLICABLE
By the order of the Board
for Davangere sugar company limited
Place : Davangere MS-S- ,GaS,eST
D . 28-08-2017 anaging Director
ate 8-08-20 DIN: 00451383

Davangere Sugar Company Ltd.,

@)



46" Annual Report

FORM - A
(See Rule 2)

Form for Disclosure of Particulars with respect to Conservation of Energy

For the Current

For Previous

PARTICULARS Year ended Year ended
March 31,2017 | March 31,2016
I POWER AND FUEL CONSUMPTION
1. ELECTRICITY
A. Purchases
Unit 8,50,800 3,01,200
Total Amount 76,99,740 27,49,107
Rate/Unit 9.05 9.10
B. Own Generation
[a] Through Diesel Generator
Unit 3,330 3,890
Unit per Litre of Diesel Oil 1.75 2.38
Cost/Unit 28.22 19.48
[b] Through Steam Turbine
Unit 8,38,78,900 15,00,14,000
Unit per MT of fuel consumed 1056.00 1050.00
Cost/Units 4.34 4.35

C. Consumption per unit of production
(per Qtl of Sugar)
Standardslf any

Products (with details) Unit — Sugar in Qtls

Electricity consumption per qgtl of sugar
(units) Furnace Oil

Others

Bagasse consumption per Qtl of Sugar
(MTs)

Current year

Previous Year

2016-17 2015-16
1,17,880 4,98,586
41.00 31.00
0.30 0.30

Place
Date

. Davangere
. 28-08-2017

For and on behalf of the Board

S.S. Ganesh
Managing Director
DIN: 00451383

()
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ANNEXED TO DIRECTORS’ REPORT

FORM FOR DISCLOSURE OF PARTICULARS WITH RESPECT TO TECHNOLOGY
ABSORPTION, RESEARCH AND DEVELOPMENT (R & D)

FORM - B

Particulars

Particulars

RESEARCH AND DEVELOPMENT (R & D)

1] Specific areas in which R & D carried
out by the Company

Steam saving device

2] Benefits derived as a result of the
above R&D

Ongoing

3] Future Plan of Action

To expand Sugar Cane growing area and to
maximize sugar cane crushing quantity in
coming years.

4] Expenditure on R & D:

[a] Capital

[b] Recurring

[c] Total

[d] Total R & D expenditure as a % of Total Turnover

TECHNOLOGY ABSORPTION, ADAPTATION
AND INNOVATION

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

Expansion and Modernisation of process house
with FFE Technology and adoption of German
model VKT technology.

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

Increase in productivity, product quality and
reduction in steam consumption.

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

not taken place, reasons therefore and future
plans of action

[a] Technology Imported N.A.
[b] Year of Import N.A.
[c] Has technology been fully absorbed? N.A.
[d] Ifnotfully absorbed, areas where thishas | N A

Place : Davangere
Date : 28-08-2017

By the order of the Board
for Davangere sugar company limited

S.S. Ganesh
Managing Director
DIN: 00451383

Davangere Sugar Company Ltd.,

=)



46" Annual Report

ANNEXURE A
CORPORATE GOVERNANCE

A, MANDATORY REQUIREMENTS
Company’s philosophy on Corporate Governance

The Davangere Sugar Company Ltd.,(a Public limited Company), which is professionally managed, is deeply
committed to the core values of Corporate Governance concepts. It strives to maintain the highest ethical standards in its
conduct of business towards shareholders, employees, customers, suppliers and other stakeholders. Its objective is to
transcend beyond bare compliance of the statutory requirement of the code and be a responsive and responsible entity
through transparency, integrity of information and timely disclosures. The Company constantly endeavours to improve
on these on an ongoing basis. Though the company is de-listed, it will endeavor to provide this report for the benefit of
wide range of public shareholders
1. Board of Directors
(a) Composition

As at the end of the year 31St March 2017 the Board of Directors had Six members comprising of one Managing

Director and one Executive Director and four Non-Executive Directors. The Non-Executive Directors included two
Directors who are Independent Directors and two promoter directors.

Attendance of each Director at the Board Meetings during the Financial Year 2016-17. 12 (Twelve) Board
Meetings were held. The attendance of each of the Directors at the said Board Meetings is given below :

Name of Category of No.of % of total Meetings during
Director Sriyuths Directorship Meetings attended | the tenure as a Director

1. S.S.Ganesh MD 12 100%
2. Abhijith Ganesh Shamanur ED 12 100%
3. S.S.Mallikarjun IND 9 69%

4. S.S.Jayanna IND 2 17%

5. K.V. Somashekar IND 12 100%
6. A.C.Jayanna IND 12 100%
7. Smt. Rekha Ganesh IND 12 100%

M D — Managing Director, ED - EXECUTIVE DIRECTOR, N E D — Non Executive Director.
(c) Number of other Companies or Committees in which is a Director/Chairman

Name of Director which Difector (nclding. | ' tan Sovangeve oo
Sriyuths alternate/nominee Director) | Co., Ltd) in which Member
1. S.S.Ganesh 4
2. Abhijith G. Shamanur
3. S.S.Mallikarjun 3
4. S.S.Jayanna
5. K.\V. Somashekar
6. A.C.Jayanna
7. Smt. Rekha Ganesh

(23 ) Davangere Sugar Company Ltd.,
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(d) Number of Board Meetings held and the dates of the Board Meeting :
12 (Twelve) Board meetings were held during the financial year ended 31 March 2017. The dates on which the
said meetings were held are given below :

21.04.2016 18.07.2016 10.10.2016 09.01.2017
12.05.2016 18.08.2016 21.11.2016 16.02.2017
20.06.2016 03.09.2016 19.12.2016 13.03.2017

2 Audit Committee :

(@) Terms of Reference

the recommendation for appointment, remuneration and terms of appointment of auditors of the company;

review and monitor the auditor's independence and performance, and effectiveness of audit process;

examination of the financial statement and the auditors’ report thereon;

approval or any subsequent modification of transactions of the company with related parties;

scrutiny of inter-corporate loans and investments;

valuation of undertakings or assets of the company, wherever it is necessary;

evaluation of internal financial controls and risk management systems;
+  monitoring the end use of funds raised through public offers and related matters.

(b) Composition, names of members and Chairperson
Vide board resolution dated 21.04.2016, the Audit Committee was re-constituted with of one Executive Director
namely Sri. S.S. Ganesh and two Independent Directors namely Sri. A.C. Jayanna and Sri. K.V. Somashekar.
The Statutory Auditors M/s Santhappa and Co., the Internal Auditor M/s G.Gangadhar & Co., being permanent
invitees and two members of the Committee are Independent Directors. Inthat Sri. A.C. Jayanna s the Chairman
ofthe Audit Committee.

(c) Meetings and Attendance during the year
Six meetings were held during the financial year ended 315 March, 2017. The First meeting on,12" May, 2016
the second meeting on 20" June, 2016, the third meeting on 18" August, 2016 the fourth meeting on 03"
September, 2016, the fifth meeting on 19" December, 2016 and the sixth meeting on13" March, 2017. The
attendance of each member of the committee is given below :

* & & o o o o

Name of Director Number of Meetings
Sriyuths attended

1. S.S. Ganesh 6

2. K.V. Somashekar 6

3.A.C. Jayanna 6

4. Cost Audit Committee :
The Cost Audit Committee is constituted consisting of M/s. GNV & Associates, Bangalore, who have been
appointed as our Company Cost Auditors under section 148(3) of the Companies Act, 2013. The committee
consists of Sri A.C. Jayanna and Sri K.V. Somashekhar who are the independent directors, as the members of
the committee. The meeting was held on 18™ July, 2016.

(@) Terms of Reference
(i) tofacilitate carryout of the costaudit of accounting records of our company, in terms of the Companies Act,

1956 read with the Companies Act, 2013

(i) toidentify the costs to the extent possible cost centre wise.
(iii) to guide the management on significant variations in the costs of a cost centre year on year basis.
The cost audit of our Company for the Financial Year 2016-17 is under progress.
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5. Nomination and Remuneration Committee
(a) Terms of Reference
The Remuneration Committee recommends on remuneration package including pension rights and any
compensation payment of the Managing Director to the Board for approval.
(b) Composition, names of members and Chairperson
Vide board resolution dated 21.04.2016, the Remuneration Committee was reconstituted with three Non-Execu-
tive Directors namely, Smt. Rekha S Ganesh, Sri. A.C. Jayanna (Independent) and Sri. K.V. Somashekar,
(Independent). Sri. K.V. Somashekar is the Chairman of the committee.
(c) Remuneration Policy
The remuneration is being paid to the Managing Director and Executive Director, no sitting fees is paid to any
Director. The Managing Director and Executive Director are paid remuneration as approved by the members
in their General Body Meeting from time to time. In its meeting held on 09.01.2017 the committee recommended
remuneration policy to the Board and in the meeting held on same date, the board approved the same.
(d) Details of Remuneration to all directors, as per format in main report :
The Managing Director is being paid a remuneration of Rs. 3.00 lakhs per month (consolidated and all inclusive)
w.e.f.,, 24" September, 2011 and to the Executive Director Rs. 1.62 lakhs per month w.e.f., 8" November, 2012
as approved in the General Body Meeting.
6. Transfer & Shareholders’ / Investors’ Grievance Committee(Stakeholders Relationship Committee)
Vide board resolution dated 21.04.2016, Transfer & Shareholders’ / Investors’ Grievance Committee was reconstituted with
Directors Namely Smt. Rekha S Ganesh and two Non-Executive & Independent Directors namely Sri. A.C. Jayanna and
Sri. K.V. Somashekar. SriA.C. Jayannais the chairman of the committee.

a) Name of the Non Executive Director heading the Committee -SRI A.C. Jayanna
Independent Director

b) Name & Designation of the Compliance Officer - SRI. G.H. SHIVAKUMAR
Incharge Share Department

¢) Number of Shareholders complaints received during the financial year - Nil

d) Number of complaints not solved to the satisfaction of shareholders - Not Applicable

e) Number of pending share transfers - Nil

7.  Committee of Corporate Social Responsibility
(@) Terms of Reference:
1. Formulate and recommend to the board, a corporate social responsibility policy which shall indicate the activities
to be undertaken by the company as specified in schedule VIl of the Companies Act, 2013.
2. Recommend the amount of expenditure to be incurred on the activities referred in schedule VIl of the Companies
Act, 2013.
3. Monitor the Corporate Social Responsibility Policy of the Company from time to time.
(b) Composition, names of members and Chairperson
Vide board resolution dated 21.04.2016, the Corporate Social Responsibility Committee was constituted with, SriS S
Ganesh, Managing Director, Sri A.C. Jayanna, Independent Director, & Sri K.V. Somashekar Independent Director
and Sri K.V. Somashekar Independent Director. Sri A.C. Jayanna s the chairman of the committee.

8. General Body Meetings
(a) Location and time where last three AGMs were held

Location Date Time
i. Thogataveera Samudhaya Bhavana, M.C.C. ‘A'Block, Davangere | 29.09.2016 10.45a.m.
i. Thogataveera Samudhaya Bhavana, M.C.C. ‘A'Block, Davangere | 07.11.2015 10.45a.m.
iii. BapuijiAuditorium, M.C.Colony,"B" Block, Davangere 20.09.2014 10.45a.m.
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(b) Whether Special Resolutions were put through Postal Ballot lastyear - No
(c) Persons who conducted the Postal Ballot exercise - Not applicable
(d) Are Polls proposed to be conducted through Postal Ballot this year - No

No resolutions requiring postal ballot for matters as required under Clause 4 of the
Companies (Passing of Resolutions by Postal Ballot) Rules, 2001 have been placed
for Shareholders’ approval at the Meeting.
(e) Procedure for Postal Ballot - Not applicable
9. Disclosure
(@) Disclosures on materially significant related party transactions i.e., transactions of the Company of material
nature, with its promoters, the directors or the management, their subsidiaries or relatives, etc., that may have
potential conflict with the interests of Company at large NONE
(b) Details of non-compliances by the company, Penalties, Strictures imposed on the Company by such Exchange
or SEBI or any statutory authority, or any matter related to capital products, during last three years. NONE
10.  General Shareholder Information

(a) AGMDATE AND TIME . 21 Septemebr, 2017 at 10.45 a.m.

VENUE . Thogataveera Samudhaya Bhavana
M.C.C. ‘A’ Block, DAVANGERE

(b) Date of Book closure . 215 September, 2017

(c) Dividend payment date(s) N.A.

(d) (i) Stock code — Physical Nil
(i) Demat ISIN Number for NSDL & CDSL:  INE179G01011

(e) Market price data: High/Low . Nottraded through Stock Exchange.

during each month in last Financial year Privately traded at Rs. 10/- each during the entire year.
(f) Stock performance in comparison

to broad based indices such . Notapplicable
as BSE Senses, BSE 2000, Nifty.
(g) Registrar and Transfer Agents . M/s. Integrated Enterprises(India) Ltd.,

30, Ramana residency, 4" Cross, Sampige Road
Malleswaram, BANGALORE - 560 003
(h) Share Transfer System . M/s. Integrated Enterprises (India) Ltd., has been authorized
to approve the transfer of shares. The said transfers
are then reported to the subsequent Board Meeting.
(i) De-materialization of shares and liquidity
Shareholders may dematerialize their shareholding by anyone of the Depositories namely NSDL and CDSL.
(j) Outstanding GDRs/ADRs/Warrants or any convertible instruments.
The company has not issued any GDRs/ADRs/Warrants or any convertible instruments.
(k) Plant Locations: Sugar Unit & Co-generation Unit
Kukkuwada Village. Davangere taluk & District,
Karnataka State — 577 525
() Address for Correspondence: Secretary (l/c)
Davangere Sugar Co.Ltd., Kukkuwada Village.
Davangere taluk & District, Karnataka State- 577 525

By the order of the Board for Davangere sugar company limited
Place : Davangere S.S. Ganesh

Date : 28-08-2017 Managing Director DIN: 00451383
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Form No. MGT-9

EXTRACT OF ANNUAL RETURN as on the financial year ended on March 2015
[Pursuant to section 92(3) of the Companies Act, 2013 and rule 12(1) of the
Companies (Management and Administration) Rules, 2014

1. REGISTRATION AND OTHER DETAILS :
i) CIN: - LO1115KA1970PLC001949

ii) Registration Date: 28/09/1970
iii) Name of the Company: DAVANGERE SUGAR COMPANY LIMITED
iv) Category / Sub-Category of the Company: Indian Non-Government Company
V) Address of the registered office and contact details: 73/1, Post box No. 312,
Shamanur Road, Davangere-577004
vi) Whether listed company Yes / No : NO
i) Name, Address and Contact details of Registrar and Transfer Agent, if any :
M/s. Integrated Enterprises (India) Ltd., Ramana Residency, Sampige Road,
Malleswaram, BENGALURU

1l. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY (All the business activities
contributing 10% or more of the total turnover of the company shall be stated)

SN | Name and Description of main NIC Code of the |% to total turnover of the
Product/service Product/service company

1 Sugar 1701 82%

2 Power 1703 18%

111. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES
[No. of Companies for which information is being filled]-None

S.NO NAME AND ADDRESS OF CIN/GLN HOLDING/ SUBSIDIARY
THE COMPANY / ASSOCIATE
NIL NIL NIL

1V. SHARE HOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)
i) Category-wise Share Holding

Category of No. of Shares held at the beginning of the year No. of Shares held at the end of the year %
Shareholders [As on 31 March 2016] [As on 31 March 2017] Change
Demat | Physical Total % of Demat Physical Total % of during
Total Shares Total Shares | the year
Promoters
(Individuals) 1636878 | 27095198 | 28731976 64.05 1636878 | 27095198 | 28732076 64.05 | Nil
NRIs- Individuals - 2001650 2001650 4.46 - | 2001650 2001650 446 | Nil
Bodies Corp. - 8093479 8093479 18.05 - | 8093479 8093479 1805 | Nil
Others - Individuals - 6029252 6029352 1344 - | 6029252 6029252 1344 | Nil
Grand Total 1636878 | 43219579 | 44856457 100 1636878 |43219579 | 44856457 100 | Nil
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B) Shareholding of Promoters :-

Shareholding at the beginning of the year | Share holding at the end of the year
% of total| % of Shares % of total| % of Shares |% change in share
s | Shareholder'sName | No.of [Sharesof| Pledged/ No.of |Sharesof| Pledged/ holding during
Shriyuts Shares the encumbered | Shares the encumbered the year
company |to total shares company | to total shares
1.| S Shivashankarappa 500 0.0011 500 0.0011 Nil
2.| SSGanesh 15522478 34.60 15522478 34.60 Nil
3.| RekhaS Ganesh 6086200 1357 6086200 1357 Nil
4. Abhijit G Shamanur 6914724 1542 6914724 15.42 Nil
5.1 S S Mallikarjun 208174 0.46 208174 0.46 Nil

C) Changein Promoters’ Shareholding (please specify, if there is no change): No change
D) Shareholding Pattern of top ten Shareholders:
(other than Directors, Promoters and Holders of GDRs and ADRs):

Shareholding at the Cumulative Shareholding during
SN For Each of the Top 10 beginningof the year the year
Shareholders No. of |9 of total shares No. of % of total shares
Shriyuts shares | of the company shares of the company
1 S.S. Ganesh 15522478 34.60 15522478 34.60
2 Rekha S. Ganesh 6086200 13.57 6086200 13.57
3 Abhijit G. Shamanur 6914724 15.42 6914724 15.42
4. M/s. Mafatlal Plywood Industries Ltd. [ 8000000 17.73 8000000 17.73

E) Shareholding of Directors and Key Managerial Personnel :

Shareholding of each Shareholding at the beginningof | Cumulative Shareholding during
SN Directors and each Key the year the year
Managerial Personnel No. of % of total shares No. of % of total shares
Shriyuts shares of the company shares of the company
1 S S Ganesh 15522478 34.60 15522478 34.60
2 Rekha S Ganesh 6086200 13.57 6086200 13.57
3 Abhijit G Shamanur 6914724 15.42 6914724 15.42
4 S S Mallikarjun 208174 0.46 208174 0.46
5 S S Jayanna 15615 0.0548 15615 0.0548
6 A C Jayanna 500 0.0011 500 0.0011
7 KV Somashekar 1000 0.0022 1000 0.0022

V. INDEBTEDNESS -Indebtedness of the Company including interest outstanding/accrued but not due for payment

Secured Loans Unsecured Deposits Total
excluding deposits Loans Indebtedness
Rs. in lakhs Rs. in lakhs Rs. in lakhs Rs. in lakhs

Indebtedness at the begining
of the financial year
i) Principal Amount 17895.12 Nil Nil 17895.12
(Term loan and working capital)
ii) Interest due but not paid 30.78 Nil Nil 30.78
iii) Interest accrued but not due Nil Nil Nil Nil

Total (i+ii+iii) 17925.90 17925.90

=)
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V. INDEBTEDNESS -Indebtedness of the Company including interest outstanding/accrued but not
due for payment

Secured Loans Unsecured Deposits Total
excluding deposits Loans Indebtedness
Rs. in lakhs Rs. in lakhs Rs. in lakhs Rs. in lakhs

Indebtedness at the end
of the financial year
i) Principal Amount 9631.32 Nil Nil 9631.32
(Term loan and working capital)
ii) Interest due but not paid 112.65 Nil Nil 112.65
iii) Interest accrued but not due Nil Nil Nil Nil

Total (i+ii+iii) 9743.97 Nil Nil 9743.97

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

SN. Particulars of Remuneration Name of MD/ED Total
SriSSGanesh | Sri Abhijit G Shamanur | Amount
1 | Gross salary
(a) Salary as per provisions contained
in section 17(1) of the Income-tax
Act, 1961 3600000 1944000 54,44,000
(b) Value of perquisites u/s 17(2)
Income-tax Act, 1961 Nil Nil Nil
(c) Profitsin lieu of salary under
section 17(3) Income- tax Act, 1961 Nil Nil Nil
2 | Stock Option None None Nil
3 | Sweat Equity None None Nil
4 | Commission
- as % of profit
- others, specify... Nil Nil Nil
5 | Others, please specify Nil NIl Nil
Total (A) 3600000 1944000 55,44,000
Ceiling as per the Act 10% of Net Profit 10% of Net Profit -

B. Remuneration to other directors- No other director draws remuneration
C. REMUNERATION TO KEY MANAGERIAL PERSONNEL OTHER THAN MD / ED: None
XIl. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES: None

By the order of the Board
for Davangere sugar company limited

Place : Davangere S.S. Ganesh
Date : 28-08-2017 Managing Director
DIN: 00451383
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Declaration of Independence
[Pursuant to Section 149(7)]

To

The Board of Directors of Davangere Sugar Company Limited

I, A C Jayanna, son of Sri. Channabasappa, resident of No. 351, 8th Cross,
P JExtn, Davangere, independent director of the company herby declare that
| fulfil the requirement of independence as stipulated under Section 149(6) of
CompaniesAct 2013

sd/-
Name: A CJayanna DIN: 01967757
Date: 28.08.2017

Declaration of Independence

[Pursuant to Section 149(7)]
To
The Board of Directors of Davangere Sugar Company Limited
I, K V Somashekar, son of Sri. Kiruvadi Veerabasappa, resident of # 428/3,
K B Extension, Davanagere, independent director of the company herby
declarethat | fulfil the requirement of independence as stipulated under Section
149(6) of CompaniesAct 2013

sd/-
Name: K V Somashekar DIN: 02408750
Date: 28.08.2017
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Mandatory disclosure under Rule 8(5) of Companies (Accounts) Rules 2014

Particulars

Disclosure

Thefinancial summary

Given at the beginning of directors report

The change in the nature of business

None

The details of directors or key managerial
personnel who were appointed or have
resigned during the year

Mr. S.S. Jayanna
Resignedw.ef. 12.05.2016

The names of companies which have become
or ceased to beits Subsidiaries, joint ventures

or associate companies during the year None
Thedetailsrelating to deposits, covered under NA
Chapter V of theAct,

The details of deposits which are not in
compliance with the requirements of Chapter NA
V of theAct

The details of significant and material orders None

passed by the regulators or courts or tribunals
impacting the going concern status and
company’s operations in future

The details in respect of adequacy of internal
financial controls with reference to the

Financial Statements

The Company has built adequate internal control
systems towards achieving efficiency and effectiveness
in operations, optimum utilization of resources, cost
reduction and effective monitoring thereof as well as
compliance with all applicable laws. Theinternal control
mechanisms comprise a well-defined organization
structure, documented policy guidelines, pre-determined
authority levels and processes commensurate with size
and capacity of the organization, faster decision making
and fixing the level of responsibility. The senior
management members meet frequently and undertake
extensive checks. Audit Committee of the Board reviews
the adequacy of internal controls.
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Santhappa & Co., ‘Ganesh Complex’, Behind Hotel Darshan,
Chartered Accountants P.B. Road, DAVANGERE - 577 002.
Tel. 0ff: 08192-231672, 231673. Fax: 231674.
AUDITORS' REPORT
To,

The Members of Davangere Sugar Company Limited
Report on the Financial Statements

We have audited the accompanying financial statements of Davangere Sugar Company Limited (‘the Company”), which
comprise the Balance Sheetas at 31 March, 2017, and the Statement of Profit and Loss and the Cash Flow Statement for the year
then ended, and a summary of the significant accounting policies and other explanatory information.

Management’s Responsibility for the Financial Statements:

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

Auditors’ Responsibility:

2. Ourresponsibility is to express an opinion on these financial statements based on our audit. We have taken into account the provisions
of the Act, the accounting and auditing standards and matters which are required to be included in the audit report under the provisions
of the Act and the Rules made thereunder. We conducted our audit in accordance with the Standards on Auditing specified under
Section 143(10) of the Act. Those Standards require that we comply with ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

3. Anauditinvolves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor's judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal financial control relevant
to the Company’s preparation of the financial statements, that give a true and fair view, in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on whether the Company has in place an adequate
internal financial controls system over financial reporting and the operating effectiveness of such controls. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of the accounting estimates made by the
Company’'s management and Board of Directors, as well as evaluating the overall presentation of the financial statements.

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

Opinion:

5. Inour opinion and to the best of our information and according to the explanations given to us, the financial statements give the
information required by the Act in the manner so required and give a true and fair view in conformity with the accounting principles
generally accepted in India:

(@ inthe case of the Balance Sheet, of the state of affairs of the Company as at 31* March, 2017 ;

in the case of the Statement of Profit and Loss, of the LOSS of the Company for the year ended on that date, and

() inthe case of the Cash Flow Statement, of the cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements:

6. Asrequired by the Companies (Auditor’s Report) Order, 2015 (“the Order”) issued by the Central Government of India in terms
of sub-section (11) of section143 of the Act, we give in the Annexure a statement on the matters Specified in paragraphs 3 and 4 of the
Order.

G
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7. Asrequired by section 143(3) of the Act, we further report that:
a. we have sought and obtained all the information and explanations which to the best of our knowledge and belief were necessary for

the purpose of our audit;

b. inour opinion proper books of account as required by law have been kept by the Company so far as appears from our examination
of those books;

c. theBalance Sheet, and 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. inouropinion, the aforesaid financial statements comply with the applicable Accounting Standards specified under Section 133 of the
Act, read with Rule 7 of the Companies (Accounts) Rules 2014.

e. onthe basis of written representations received from the directors as on March 31, 2017, and taken on record by the Board of Directors,
none of the directors is disqualified as on March 31, 2017, from being appointed as a director in terms of Section 164(2) of the Act.

f. Inouropinion and to the best of our information and according to the explanations given to us, we report as under with respect to other
matters to be included in the Auditor’s Report in accordance with Rule 11 of the Companies (Audit and Auditors) Rules, 2014:

(i) The Company does not have any pending litigations which would impact its financial position.

(i) The Company did not have any long-term contracts including derivative contracts; as such the question of commenting on any material
foreseeable losses thereon does not arise.

(iii) There has not been an occasion in case of the Company during the year under report to transfer any sums to the Investor Education
and Protection Fund. The question of delay in transferring such sums does not arise.

For Santhappa & Co.,
Place : Davangere Chartered Accountants ICAI FRNo: 0035645
Date . 28-08-2017
Veerendra Kumar M.V.
Partner Membership No: 216317

Annexure referred to in paragraph 6 Our Report of even date to the members of
Davangere Sugar Company Limited, on the accounts of the company for the year ended 31st March, 2017

On the basis of such checks as we considered appropriate and according to the information and explanations given to
us during the course of our audit, we report that :

1. a) The Company has maintained proper records showing full particulars including quantitative details and situation of
fixed assets.

b) As explained to us, the Fixed Assets have been physically verified by the management at reasonable intervals. No
material discrepancies were noticed during the course of such verification.
c) In our opinion, the disposal of fixed assets during the year has not affected the going concern assumption.

2. a) In our opinion, the stocks of finished goods, stores and spare parts and raw materials including components during
the year, have been physically verified and as certified by the management .

b) Inour opinion and according to the information and explanations given to us, the procedures of physical verification of
inventories followed by the Management are reasonable and adequate in relation to the size of the Company and the
nature of its business.

c) In our opinion and according to the information and explanations given to us the company has maintained proper
records of its inventories and no material discrepancies were observed during the course of physical verification.

3. The Company has not granted loans, secured or unsecured to companies, firms or other parties covered in the
register maintained under Section 189 of the Companies Act, 2013.

4. In our opinion and according to the information and explanations given to us, there are adequate internal control
procedures commensurate with the size of the company and nature of its business with regard to the purchase of
inventory, Fixed Assets and sale of goods. During the course of our audit no major weakness has been noticed in the
internal controls in respect of these areas.

5. a) Based on the audit procedure applied by us and according to the information and explanations provided to us by
the management, we are of the opinion that the transactions that need to be entered in the Register maintained under
section 189 of the Companies Act, 2013 have been so entered.

(33 ) Davangere Sugar Company Ltd.,
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17

10.

11.
12.
13.
14.
15.
16.
. The company has not made any preferential allotment of shares to parties and companies covered in the register

18.
19.

Place : Davangere
Date . 28-08-2017 Veerendra Kumar M.V.

b)  According to the information and explanation given to us, the transactions made in pursuance of Contract or
Arrangements entered in the Registers maintained under section 189 and exceeding the value of Five lakh rupees in
respect of any party during the year have been made at prices which are reasonable having regard to prevailing
market prices at relevant time.

In our opinion and according to the information and explanations given to us, the company has not accepted any
deposits within the meaning of section 73 to 76 of the Companies Act, 2013 and the Rules framed there-under.

In our opinion, the company has an internal audit system commensurate with the size and nature of it's business.

We have broadly reviewed the books of accounts relating to the materials, labour and other items of cost maintained by
the company in pursuant rules made by the Central Government, for the maintenance of Cost Records under Section
148(1) of the Companies Act, 2013 and we are of the opinion that prima facie, the prescribed accounts and records
have been made and maintained. However, we are neither required to carry out nor have carried out any detailed
examination of such accounts and records.

a) According to the information and explanations given to us and based on the records of the company examined by
us, the company is regular in depositing the undisputed statutory dues including Provident Fund, Investor Education
and Protection Fund, Employees State Insurance, Income Tax, Sales Tax, Wealth Tax, Custom Duty, Excise Duty,
Cess, Service Tax and other material statutory dues, as applicable with appropriate authorities in India.

b)  According to the information and explanations given to us and based on the records of the company examined by
us, there are no dues of Sales Tax, Income Tax, Custom Duty, Wealth Tax, Excise Duty, Cess, Service Tax and/or
other material statutory dues.

There has not been an occasion in case of the Company during the year under report to transfer any sums to the
Investor Education and Protection Fund. The question of reporting delay in transferring such sums does not arise as
at 31% March, 2017.

The company has no accumulated losses at the end of the financial year and has not incurred any cash losses in the
current and immediately preceding financial year.

In our opinion and according to the information and explanations given to us, the company has not defaulted in payment
of dues to any Financial Institutions, Bank or Debenture Holders.

The company has not granted loans and advances on the basis of security by way of pledge of shares, debentures
and other securities.

In our opinion, and according to the information and explanations given to us, the Company has extended corporate
guarantee to H & T farmers contractors who have borrowed from banks during the year.

According to the records of the company examined by us and as per the information and explanations given to us, the
company has availed loans from financial institution or banks for the purpose of the development of the company and
has not issued debentures.

No funds raised on short term basis have been used for long term investment/s or vice versa.

maintained under section 189 of the Act.
The company has not issued any debentures during the year.

During the course of our examination of the books and records of the company, carried in accordance with the auditing
standards generally accepted in India, we have neither come across any instance of fraud on or by the Company
noticed or reported during the course of our audit nor have we been informed of any such instance by the Management.

For Santhappa & Co.,
Chartered Accountants ICAI FRNo: 003564S

Partner Membership No: 216317

Davangere Sugar Company Ltd., { 34 '
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31-03-2017 8 ®033 VTGOS By I B 388
BALANCE SHEET AS AT 31.03.2017

All Figures in Rs.

D) VUVBH TOOT

a) Short Term Borrowings 7
Cash Credit
Buyers Credi

Q) ERTLCTINTOT TETT LIRINW

Paovie! ORDIRWY 31-03-2017 § Qazf&oé 31-03-2016 %Qﬁd@oé
Particulars Note No. As At 31.03.2017 As At 31.03.2016
I 3888 3 SeHnw
I  EQUITY AND LIABILITIES
1. ReDHeTT QN
1 SHAREHOLDERS’ FUNDS
D) e WOBTY
a) Share Capital 1 44,85,64,570.00 44,85,64,570.00
Q) QeI DG TB, N
b) Reserves and Surplus 2 52,69,31,517.80 54,33,11,904.34
97,54,96,087.80 99,18,76,474.34
2. w9 WO IeHBRH
2 NON-CURRENT LIABILITIES
D) DETVERY TOONRLD
a) Long Term Borrowings 3 30,53,02,566.67 43,26,79,332.41
W) BNOTRAT 307t BRBNLL
b) Deferred Tax Liabilities 4 -— -—
2) 23T TR TRBNED
c) Other Long Term Liabilities 5 5,38,36,864.96 13,66,49,911.54
Q) DeTF NG TBREFINTL
d) Long Term Provisions 6 - -
3. @ Bemnd
3 CURRENTLIABILITIES

46,34,70,747.17
7,62,50,025.00

3,27,12,321.36

74,60,37,024.76

90,28,90,386.38
15,66,00,652.00

25,93,08,278.76

61,18,80,482.64

b) Trade Payables 8
2) 33T w0 BHRBWNAW

c) Other Current Liabilities 9
®) ©UURE BRI

d) Short Term Provisions 10
TOTAL 2t 353

2,65,31,05,637.72

3,49,18,85,518.07

Davangere Sugar Company Ltd.,
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All Figures in Rs.

NNe]
Particulars

DTN

Note No.

31-03-2017 & 503
As At 31.03.2017

31-03-2016 % fadaog
As At 31.03.2016

| e:samﬁo
ASSETS

WG WO SAND
NON-CURRENT ASSETS
Q) 2%53 SN
a) Fixed Assets
1. SRANT SANWD
Tangible Assets

2. AWPF T BOTTYTET R TIANED
Capital Work in Progress

W) Be Total
D) WY YO BeRENY
b) Non-Current investments

2. @Y s

CURRENT ASSETS

Q) OCFTFOFRL TONWD T BOONTNH

a) MAT Credit Entitlement

%) TRRIIND

b) Inventories

&) 203CTOT SIRIWTT LRITIED

c) Trade Receivables

®) INTD BB FSPTOBTNLD

d) Cash and cash equivalents

Q) VORI WO BB BRONBRAWD

e) Short-term loans and advances

RFF) 98T PIONYT BANW :
BROTRAT 30K SN

f) Other Non Current assets:
Deferred Tax Asset

11

12

13

14

15

17

1,44,91,07,726,74 158,75,43,902.59

11,53,88,395.68 -

1,56,44,96,122.42 1,58,75,43,902.59

5,45,900.00 5,45,900.00

6,94,64,123.00 6,79,85,705.00

58,90,78,191.20 1,35,65,81,631.67
20,51,33,352.02 22,50,56,274.52
3,63,52,669.57 5,35,77,477.56
17,72,43,442.59 16,56,63,715.81

1,07,91,836.92 3,49,30,910.92

l TOTAL t.td %03

2,65,31,05,637.72 3,49,18,85,518.07

\

As per our Audit Report of even date annexed
For Santhappa & Co.

Chartered Accountants

ICAI FRNo. 003564S

sd/-
VEERENDRA KUMAR M.V.
Partner M.No. : 216317
Place

. Davangere
2017

ABHIJITH G SHAMANUR
Executive Director

For and on behalf of the Board of Directors

Sd/- Sd/-
S.S.GANESH

Managing Director

ompany Ltd.,

)
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31-3-2017 % @oséﬁmow [RT PP DI IFT 33
STATEMENT OF PROFIT & LOSS FOR THE YEAR ENDED 31.03.2017

All Figures in Rs.

Me]
PARTICULARS

OTRRW
Note No.

31-03-2017 %‘3%03
As At 31.03.2017

31-03-2016 & 5303
As At 31.03.2016

| mﬁmd &N 23 mg
REVENUE FROM OPERATIONS

(GROSS)

LU0 01 ITTT)
Less: Excise Duty

VTV BwLINT DY IOk ]
Revenue from Operations (Net)

Il 233 smeohnsd
Other Income

11 W) ST
Total Revenue

IV edbensd
EXPENSES
R) WYE TRRT BTB TWTWNNG 3%
a) Cost of Materials Consumed

W) BO3PTT ITHNG 00D
b) Purchase of Traded Goods

) TTETOL B @O%ﬁé QW= %)c;p G
ﬁzsg mm_p:nmﬂ WTBTORTH ;‘mg

¢) Changes in inventories of finished
goods and stock in process

@) PFTT POYNRY &Y

d) Employees Benefit Expenses
Q) BEOTOAD [

e) Finance Costs

RF) BIBY

f) Depreciation

%) QTS BPRD

g) Other Expenses

18

19

20

21

22

23

24

11

25

1,81,53,02,540.00

8,44,24,824.00

1,90,33,57,759.98

6,66,74,824.00

1,73,08,77,716.00

48,21,520.00

1,83,66,82,935.98

96,55,372.74

1,73,57,00,236.00

1,84,63,38,308.72

47,14,73,960.60

86,46,79,546.00

7,02,89,869.07

13,61,80,670.92

9,21,24,409.81

9,31,92,092.14

165,05,90,917.28

(49,50,07,420.00)

8,06,31,950.27

18,44,41,917.96

7,68,69,993.98

22,11,01,947.29

TOTAL EXPENSES wt3, daaﬁ%'ﬁa

1,72,79,40,548.54

1,71,86,29,306.78|J

Davangere Sug
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V23 w3 Beden Wi B
3ort ZeTOS W/
PROFIT/LOSS BEFORE EXCEPTIONAL
AND EXTRAORDINARY

ITEMS AND TAX (111-1V) 77,58,687.46

VI Ba&eg woennied
Exceptional Items —

Qe o B3y IoRch FRTOR /I
PROFIT/LOSS BEFORE EXTRAORDINARY

VI

12,77,09,001.94

ITEMS AND TAX (V-VI) 77,58,687.46

12,77,09,001.94

VI Q3ex woenshd
Extraordinary ltems -—=

IX 3orich ERBOR wo/aR

PROFIT/LOSS BEFORE TAX (VII-VIII) 77,58,687.46

12,77,09,001.94

X 3oR ﬁagm'b
TAX EXPENSES

®) [IRLF 301 Hed wy
a) Interest on MAT —_

2) BOOBHRRT SOR

X1

b) Deferred Tax

Wi Total

WTRODY WORLT oyl / IF
NET PROFIT /LOSS FOR THE PERIOD(I1X-X)

2,41,39,074.00

2,57,21,128.00

2,41,39,074.00

2,57,21,128.00

(1,63,80,386.54)

10,19,87,873.94

X1l I Feor R (vew =3Iy dTe0)

Earnings per Share (Basic and Diluted)Rs. -0.37

2.27

As per our Audit Report of even date annexed
For Santhappa & Co.

Chartered Accountants

ICAI FRNo. 003564S

sd/- sd/-
VEERENDRA KUMAR M.V. ABHIJITH G SHAMANUR
Partner Executive Director

M.No. : 216317
Date : 28-08-2017
Place : DAVANGERE

For and on behalf of the Board of Directors

Sd/-

S.S.GANESH
Managing Director

Davangere Sugar Company Ltd.,

)
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Teoms 38nen 33 ednsh
NOTES TO FINANCIAL STATEMENTS

4 . . \
NOTE 1 : SHARE CAPITAL &3 WOR=oY : ( All figures in Rupees)

31.03.2017 % Elalet 31.03.2016 % ClaleE
AS AT 31.03.2017 AS AT 31.03.2016

@@6@3 XD worTRY :
6,00,00,000 éegé.% Xedonsd @%a‘?;c@ﬁ dR. 10/- To3

Authorised Share Capital :
6,00,00,000 Equity Shares of Rs. 10/- each 60,00,00,000.00 60,00,00,000.00

N3OAT, 33T :»3_:9 mdéﬁg&g WOTWTY

4,48,56,457 é%é&é T ZeoR Sw. 10/- o3
Issued , Subscribed and Paid-up Capital :

4,48,56,457 Equity Shares of Rs. 10/- each 44,85,64,570.00 44,85,64,570.00
wty TOTAL 44,85,64,570.00 44,85,64,570.00
\_ /

Disclosures :

1. All the Equity Shares carry equal rights and obligations including for dividend and with respect
to voting rights.

2. Names of share holders holding more than 5% of the Share capital and their share holdings.

Sl. No. Name of the Share Holder No. of Shares No. of Shares
1 S S GANESH 1,55,22,478 1,55,22,478
2 ABHIJITH GANESH SHAMANUR 69,14,724 69,14,724
3 REKHA GANESH 60,86,200 60,86,200
4 M/S MAFATHLAL PLAYWOOD IND. LTD., 80,00,000 80,00,000

Soemen I Wi
NOTE 2 : RESERVES AND SURPLUS ( All figures in Rupees)

31.03.2017 3& azgoé 31.03.2016 %azgoé
AS AT 31.03.2017 AS AT 31.03.2016

1 0TS wemen :

Capital Reserve:

TTWETOY ) @oaézsegs S0,

Balance at the beginning and end of the year 4,07,160.33 4,07,160.33
2 HeTh LWOBNTT Swemen :

Securities Premium Reserve :

TTWETOY ) @oaézsegs S0,

Balance at the beginning and end of the year 2,49,46,750.00 2,49,46,750.00

(39 ) Davangere Sugar Company Ltd.,
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3 TRE ez
General Reserve :
JTWETOY ) @osémgs S,
Balance at the beginning and end of the year
4 ond: Surplus:
amFdoa:§
Balance brought forward from previous year
JRFT 0P IF 3ZoWOT
Add: Transfer from the Statement of
Profit and Loss Account for the year
QABRENNY BeoTON YBIPT BT

59,95,836.32

51,19,62,157.69

(1,63,80,386.54)

59,95,836.32

40,99,74,283.75

10,19,87,873.94

Balance available for Appropriations = B
QR3RENNS
Appropriations :

BNOOT waF%& TRO=OT S,

Balance carried forward to next year

49,55,81,771.15

49,55,81,771.15

51,19,62,157.69

51,19,62,157.69

wi TOTAL (A+B)

52,69,31,517.80

54,33,11,904.34

QTR Tooneh
NOTE 3 : LONG TERM BORROWINGS

(All figures in Rupees)

31.03.2017 § 533
ASAT 31.03.2017

31.03.2016 @i l‘ad@oé
AS AT 31.03.2016

D. BP0 B3 Secured :
ORE TN
Term Loans :

i RoRFeW LROF, TOBENT
Term Loan-1 From Syndicate Bank, DVG

Term Loan-2 From Syndicate Bank, DVG

i FeET OT BT QOROIP YV JWIEED

Term Loan for construction of Godowns (under NABARD
Rural Godown Construction Scheme) SBI

i et WROT BT QOROST, TORLNRT
YBVOOT FOWIOH OFTO RN

State Bank of India, Davangere
for Refinery Project

10,84,16,163.69
9,32,69,460.98

(S020TF MOTIVOBT LUMDLD O3RERE WROINY) T

1,16,55,762.00

68,76,548.00

13,98,25,204.81
11,58,08,626.60

2,13,70,237.00

50,33,169.00

Davangere Sugar Company Ltd.,

Gin)
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iv FeEF ROT T QOROIP® (WD, DFOID)

State Bank of India (Sugar Mill Expansion) 3,26,18,891.00 5,60,87,459.00
v :g;w WROT BT QOBOIP, THOWNRT
State Bank of India, Davangere 2,55,86,594.00 4,31,56,300.00

SEFASU-2014
Vi Q0800 méoss, TOWNT

Indian Bank, Davangere - SEFASU-2014 2,63,17,280.00 4,97,48,602.00

Vii To®S @ Vehicles Loan 5,61,867.00 16,49,734.00

z.;é.% TOTAL 30,53,02,566.67 43,26,79,332.41
Disclosures:
A Secured:

1 Additional Term Loan from Syndicate Bank, Davangere is borrowed for the new Project of “ Modernisation of Process House with

latest technology and steam saving devise”. The Term Loan sanctioned in Jan, 2016 for Rs.1618.00 lakhs and company has
availed Rs.1386.78 lakhs. The loan secured by Pari-passu first charge on the land & buildings of the company with primary
security on the plant and machineries financed by the bank. The compay is serving interest regularly and repayment of installment
commenced from February 2016. No interest is overdue as on the reporting date.

Term Loan from Syndicate Bank, Davangere is borrowed for the new Project of “Modernisation of Process House with latest
technology and steam saving devise”. The Term Loan sanctioned in December, 2014 for Rs.1814.00 lakhs and company has
availed Rs.1719.00 lakhs. The loan secured by Pari-passu first charge on the land & buildings of the company with primary
security on the plant and machineries financed by the bank. The company is serving interest regularly and repayment of
installment has commenced from December, 2015. No interest is overdue as on the reporting date.

Term Loan from State Bank of India, Davangere is borrowed for construction of Godowns at factory premises (under NABARD
Gramin Bhandar Youjana). The term loan sanctioned is Rs.500 lakhs in March, 2014. The loan is secured by Pari-passu first
charge on the land & buildings of the Company. The company is serving regularly the installment and interest on the loan. There
are no overdues of any intallment or interest on the reporting date.

Term Loan of Rs.2000 Lakhs and Rs.500 Lakhs were sanctioned in May, 2010 and December, 2011 respectively for
commissioning of the Sugar Refinery Unit. The loan is secured by by way of Hypothecation of plant and machinery purchased for
the unit out of bank finance. Second Charge for the loan is extended over the current assets of the Company inclusive of stocks,
receivables and other current assets and Extension of IIl Charge over fixed assets of the Company on pari passu basis with other
consortium Bankers. The term loan is repayable in 24 quarterly installments. There are no overdues as on the date of reporting.
The loans are closed in April 2017.

Term Loan from Srei Equipment Finance Private Limited, Kolkata was borrowed in February 2012, for Purchase of Helicopter and
is secured by an exclusive charge by way of hypothecation on the Helicopter together with all refurbishments, modifications,
additions, performance enhancements, installations after Delivery including all parts, materials, tools replacements and alternations
thereto. The term loan carries interest at the rate of 14% and repayable in 60 monthly instalments. The last installment is paid
on 15.07.2016. The loan is closed.

Term Loan of Rs.1400 lakhs is borrowed from State Bank of Mysore, Davangere for sugar mill capacity expansion and is secured
by by way of Hypothecation of plant and machinery purchased for the unit out of bank finance. Second Charge over current
assets of the Company inclusive of stocks, receivables and other current assets and Il Charge over fixed assets of the Company
on pari passu basis with other consortium members. The term loan is repayable in 24 quarterly installments. There are no overdues
as on the date of reporting.

Soouels 3on SesBn

NOTE 4 : DEFERRED TAX LIABILITIES

The Company has provided for Deferred Tax in accordance with Accounting Standard
on Accounting for Taxes on income (AS-22) issued by the Institute of Chartered Ac-
countants of India. The details of deferred tax assets and liabilities of the Company
as on the date of Balance Sheet are as follows:

' 41 } Davangere Sugar Company Ltd.,
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(All figures in Rupees)

31.03.2017 § @533
AS AT 31.03.2017

31.03.2016 & @33
AS AT 31.03.2016

. JoTRET 301 D

1 Deferred Tax Liabilitity/Asset
%{pd BANY TTTOOD ©B[HON wémémow
On account of Timing differences
in Depreciation of Fixed

2. [NOTHRIRT 301 @R_Jomfo
Deferred Tax Assets

3. zs:%q; [VOTRRIT 301 ﬁraﬁ/wa
Net Deferred Tax Liabilities /
(Assets) thereon
4. BIOWO: HOOT TRFBY TRODATH,
Less : Provided for in the previous year
5. JNOTRIT 301t DBZBATVFYT (&mea@é)

Deferred Tax Provided / (Reversed)

(3,49,30,910.92)

(3,49,30,910.92)

2,41,39,074.00

(6,06,52,038.92)

(6,06,52,038.92)

2,57,21,128.00

wy TOTAL

(1,07,91,836.92)

(3,49,30,910.92)

833 DETRFID RPN
NOTE 5 : OTHER LONG TERM LIABILITIES

(All figures in Rupees)

31.03.2017 § @533
AS AT 31.03.2017

31.03.2016 & @g3c3
AS AT 31.03.2016

P) IRWLeFT BBHIT  LENW
a) Trade Payables:
b) Others :
(i) Soft Loan State Bank of India (SBM)
(ii) Soft Loan IDBI
(iii) Soft Loan Canara Bank
(iv) Soft Loan Indian Bank

1,23,89,956.96

3,27,46,908.00
87,00,000.00

2,84,27,112.54

4,29,43,019.00
1,74,00,000.00
2,73,79,780.00
2,05,00,000.00

" wy TOTAL

5,38,36,864.96 13,66,49,911.54

Davangere Sugar Company Ltd.,

)
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QDETRERNY TN
NOTE 6 : LONG TERM PROVISIONS (All figures in Rupees)

31.03.2017 3& fa%oé 31.03.2016 %‘adaog
AS AT 31.03.2017 AS AT 31.03.2016

R) IVICT ZROPMONR wTNATRY, BT

a) Provisions for Employees Benefits -— —
Q) |3

b) Others : —_ —_

wty TOTAL

VLRI TONY
NOTE 7 : SHORT TERM BORROWINGS (All figures in Rupees)

31.03.2017 % ‘3%03 31.03.2016 % azgoé
AS AT 31.03.2017 AS AT 31.03.2016

Q) ETT T
A Secured:
FIRAFON0 méoasﬁ@ozs G3leIaloN
I IR WO
Loans repayable on demand
Cash Credit Loans from Consortium Banks 46,34,70,747.17 90,28,90,386.38
Buyer’s Credit with State Bank of India (SBM) 7,62,50,025.00 15,66,00,652.00

W) TOTAL 53,97,20,772.17 1,05,94,91,038.38

Disclosures :
A Secured :

1 Cash Credit Loan sanctioned by State Bank of Mysore in consortium consists of State Bank of
Mysore, Canara Bank, Indian Bank, Union Bank of India and | D B | Bank are secured by
hypothecation of Stock of Sugar, Stock of Molasses, Consumable Stores and receivables.
Further the same is secured by personal guarantee of three directors of the Company and
Pari passu Il Charge over fixed assets of the Company. The above Cash Credit Loan carries
interest varies from individual Bank base rates and time to time changes as per the regulations
of R.B.I. the present rate of interest is being 12.00% per annum.

NOTE 8 : /%353 sésmd WRdNnsd TRADE PAYABLES (All figures in Rupees)

31.03.2017 % 'adaoé 31.03.2016 %azgoé
AS AT 31.03.2017 AS AT 31.03.2016

A ST &S Secured :
DoeH DB BeRNY 2wen

On purchases and Services 3,27,12,321.36 25,93,08,278.76
[ wiy TOTAL 3,27,12,321.36 25,93,08,278.76

' 43 } Davangere Sugar Company Ltd.,
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Disclosures :

1. The vendors of the Company are yet to submit their status under Micro, Small and
Medium Enterprises; hence the relevant information is not available with the
Company. Accordingly no disclosure relating to Micro, Small and Medium Enterprises
have been made in the Accounts.

NOTE 9 : 938 ¢ Jemnwh

OTHER CURRENT LIABILITIES (All figures in Rupees)

31.03.2017 %Qﬂdﬁoé 31.03.2016 ééfadaoé
AS AT 31.03.2017 AS AT 31.03.2016
Q) &% TS :
a Un Secured :
%u% 3Ry W) MMeSE IONE BRI
Recoveries on account of sugarcane and
H&T farmers 52,53,30,430.00 41,36,48,975.00

D) OTQ [ONODT WP HETFIFTH TRTVNW

b) Current maturities of Long Term Liabilities 14,20,41,642.00 18,01,88,950.05

2) WONY RDeOT ERePTOIT WE

c¢) Interest accrued and due on Borrowings 15,67,652.00 30,78,423.00

Q) [PTW LN WVONE

d) Advance against Sales - -

Q) mﬂdw% TOWENTD

e) Statutory Remittances 34,70,750.46 11,09.914.00

) wéamc WP PTT0 FeRB TBODIYT

f) Trade or Security Deposits received 9,83,074.00 10,72,181.00

g) Loan from Managing Director 6,50,00,000.00 -

TeF) 233

h) Others 76,43,476.30 1,27,82,039.59
| Wi TOTAL 7,46,37,024.76 61,18,80,482.64

B Dis-closures :

1. Recoveries from H & T farmers who have taken loan from Banks for harvesting and supply of

sugarcane to the company, is secured by personal guarantee of three Directors of the company.
The onus of recovering the loans to the H & T farmers is on the company and repay the same
to the banks extending H & T loans to the farmers.

2. Loan from Managing Director is for on short period of 10 days and hence appearing in current
liabilities.

SRR TRHIND
NOTE 10 : SHORT TERM PROVISIONS

(All figures in Rupees)

31.03.2017 & @533 31.03.2016 & @g3o3
AS AT 31.03.2017 AS AT 31.03.2016

szmo TVOSEOD 301
For Minimum Alternate Tax - -
[ ey TOTAL - -]
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mg e.-aggcs e.-saﬁeéo
NOTE 11 : NON - CURRENT ASSETS (All figures in Rupees)

31.03.2017 % faajzoé 31.03.2016 % “aﬁaoé
AS AT 31.03.2017 AS AT 31.03.2016

%()pd SARD ‘onéaT’

Fixed Assets ‘ANNEXED’

OCHUT BRRER:

NOTE 12 : NON - CURRENT INVESTMENTS (All figures in Rupees)

31.03.2017 % faajzoé 31.03.2016 % “aﬁaoé
AS AT 31.03.2017 AS AT 31.03.2016

9) WO FTTTTY AP, (Feex3 BSR)
A NON-TRADE (QUOTED- AT COST) - -—
W) WY FFTTTY AR, (VFReAT BAR)
B NON-TRADE (UN QUOTED- AT COST)
| TRFOT ©5He0 IJNW
IN GOVERNMENT SECURITIES: 19,900.00 19,900.00
11 9338 TRRIN:
OTHER INVESTMENTS
D) BRT AN QOTYOWT® B8R-S
ARAE3cngs Hedorisd
a) Shares with DSCL Employee’s
Co-operative Society
(500 Shares of Rs.10/- each) 5,000.00 5,000.00
Q) TR BR-ST OFTT FHeNRW
b) Shares with Bapuji Co-operative
Bank Limited,
(200 Shares of Rs.50/- each) 10,000.00 10,000.00
2) TORRT TOB®T ©FDT BR-LT°
0T . T HeTdNW
c¢) Shares with Davangere Harihar Urban
Co-operative Bank Limited,
(501 Shares of Rs.1000/- each) 5,01,000.00 5,01,000.00
Q) WINE RRF B tOF O, 3 HedNw
d) Shares with Chitradurga District
Co-operative Bank Limited,
(200 Shares of Rs.50/- each) 10,000.00 10,000.00

11 ¥3T RRIND
OTHER INVESTMENTS

| w TOTAL 5,45,900.00 5,45,900.00
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QETRFRD TN ) F0ONBEN:
NOTE 13 : LONG TERM LOANS AND ADVANCES

(All figures in Rupees)

31.03.2017 % ‘3%03
AS AT 31.03.2017

31.03.2016 & @g3o3
AS AT 31.03.2016

saa-g TOSRECH 3OR [OOWTT LSTVOD

30K Rromorsimn AL g
I MATCredit Entitlement

6,94,64,123.00

6,79,85,705.00

wt, TOTAL

6,94,64,123.00

6,79,85,705.00 |

TR
NOTE 14 : INVENTORIES

( All figures in Rupees)

31.03.2017 % fazgoé
AS AT 31.03.2017

31.03.2016 & @g3o3
AS AT 31.03.2016

w s

.2'@

0

2):% (SELTOS
FINISHED GOODS :

(Value at lower of cost or net realisable

value and as certified by the Managing Director)

I SUGAR 53&8
Il MOLASSES 300
BT TORIVNNED

W
CONSUMABLE STORES
QT TR
STOCK OF COAL

19,69,68,750.00
3,99,18,729.00

8,78,59,383.23

26,43,31,328.97

106,16,32,000.00

3,99,35,025.00

7,89,26,864.70

17,60,87,741.97

wti TOTAL

58,90,78,191.20

135,65,81,631.67 |

WTBeTT mémd LRINED
NOTE 15 : TRADE RECEIVABLES:

(All figures in Rupees)

31.03.2017 % fazgoé
AS AT 31.03.2017

31.03.2016 & @g3o3
AS AT 31.03.2016

&S00S 930303 TONSATHRYT®
UN SECURED CONSIDERED GOOD

I & oNnONe U WF LVLRTLRT

Out standing for a period exceeding
six months

11 93T WTWICTT WS
Other Receivables

5,88,78,377.56

14,62,54,974.46

2,86,10,732.60

19,64,45,541.92

2t TOTAL

20,51,33,352.02

22,50,56,274.52

)
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SN B IR FZTPROITTRWR
NOTE 16 : CASH AND CASH EQUIVALENTS

(All figures in Rupees)

31.03.2017 § @533
AS AT 31.03.2017

31.03.2016 3 @g3o3
AS AT 31.03.2016

SN
CASH ON HAND

msosme;gﬁ éooé
BALANCE WITH BANKS :

| "w’msef mﬁosom? WY 3eHY
In Current Account with Schedule Banks

| I aﬁmsef méoaemﬁ WY aIoHY

e >

i méo&migdm RO Be=edngd

Margin Money Deposits with Banks

In Current Account with Non Schedule Banks

18,22,313.64

1,24,79,963.35

6,34,416.58

2,14,15,976.00

1,88,41,880.14

59,71,674.34

3,14,933.08

2,84,48,990.00

| wiy TOTAL

3,63,52,669.57

5,35,77,477.56

VOITE TONRH DIy ToonzEnes
NOTE 17 : SHORT TERM LOANS AND ADVANCES

(All figures in Rupees)

31.03.2017 g @503
AS AT 31.03.2017

31.03.2016 3 25303
AS AT 31.03.2016

1 3eIdned
Sundry Deposit

11 @050 308 Yoedody Bemed
In Deposit with Central Excise Department

Rith eF IHRY TATRY

WTWLCeTT FT0oNE I
Advances recoverable in cash or in kind

2,63,608.30

5,87,73,196.31

11,82,06,637.98

2,63,608.30

5,53,81,916.30

11,00,18,191.21

wy TOTAL

17,72,43,442.59

16,56,63,715.81
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%wmdaod OT3 3T

NOTE 18 : REVENUE FROM OPERATIONS

(All figures in Rupees)

31.03.2017 % faajzoé
AS AT 31.03.2017

31.03.2016 3* ‘adaoé
AS AT 31.03.2016

Q) YIFNY ToooE

A. SALE OF PRODUCTS
[ 753&8 Sugar
Il TBOR Molasses
i 5363639 Power

D) ¥ sssmdaow (ElaT]ov)

1. 93T I
Miscellaneous Sales

2. TRO3NCIRS kA
Aviation Receipts

B. OTHER OPERATING INCOME

1,34,94,15,826.00
5,43,49,687.00
31,14,02,749.00

99,34,01,626.00
14,14,28,903.00
67,73,25,504.98

4,97,630.00 1,51,659.00

1,52,11,824.00 2,43,75,243.00

| ey TOTAL

1,73,08,77,716.00 1,83,66,82,935.98 |

93T SO
NOTE 19 : OTHER INCOME

(All figures in Rupees)

31.03.2017 % Qazgoé 31.03.2016 % a%oé
AS AT 31.03.2017 AS AT 31.03.2016

Q) WRAD ST
A INTEREST INCOME
1 o ms_ao vestelpecatleta]

1 3exednvom
From Deposits

From Loans and Advances

V) TeIIEINVCT BB

B DIVIDEND FROM INVESTMENTS
2) 93T TORFWDTLIONYT ST
C OTHER NON OPERATING INCOME

| Loss on sale of Assets

1 %@552}5 RN
Rent received

H1 R30000T Won T2
Insurance Claims Received

IV 30eRST
Guarantee Commission

38,73,550.00 89,95,694.00
- 60,729.00

76,515.00 76,816.00

- (25,84,349.26)

28,500.00
8,42,955.00

31,06,483.00

wy TOTAL

48,21,520.00

96,55,372.74

Davangere Sugar Company Ltd.,
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NOTE 20 : COST OF MATERIALS CONSUMED (All figures in Rupees)
31.03.2017 E'r; Qﬂdﬁo@ 31.03.2016 3& fad@oé
AS AT 31.03.2017 AS AT 31.03.2016

Q) By 00D I WEE (JIT TTWTRE e

it sw% 00eH 38 D)
A. Sugar Cane purchased and consumed
(Inclusive of Cane purchase Tax and
Other procurement Charges) 42,26,30,579.96 129,10,88,306.24
W) ﬁaaam 55&8 0oeD Ty WE
B. Raw Sugar purchased and consumed - -
(Inclusive of Duties and
Transportation Charges)
2) OB DOLH ) WE
(P08 3 mmeedd Aed)
C. Steaming Coal purchased and consumed

(Inclusive of Duties and 4,88,43,380.64 35,95,02,611.04
Transportation Charges)

" Wtd) TOTAL 47,14,73,960.60 1,65,05,90,917.28

=RoeU 25 SENE 206D

NOTE 21 : PURCHASE OF TRADED GOODS (All figures in Rupees)
31.03.2017 % “atgoé 31.03.2016 % ‘adaoé
AS AT 31.03.2017 AS AT 31.03.2016

(2T RPHRY) Not Applicable
| wiy TOTAL --- — |

TRTRARY (D0F / ¥wE)
NOTE 22 : (INCREASE) / DECREASE IN INVENTORIES: (All figures in Rupees)
|| 31032017 § 95303 31032016 § 9303

AS AT 31.03.2017 AS AT 31.03.2016

Q) G TR
A FINISHED GOODS
TRTORE TOTY

a) Opening Stock:

ﬁ%p

Sugar 1,06,16,32,000.00 56,50,05,375.00

FOTOV

Molasses 3,99,35,025.00 4,15,54,230.00
l| 28 TOTAL 1,10,15,67,025.00 60,65,59,605.00 |
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) @@3@5& TOTOR
b) Closing Stock:
55&8
Sugar
TOTOW
Molasses

19,69,68,750.00

3,99,18,729.00

106,16,32,000.00

3,99,35,025.00

wiy TOTAL

23,68,87,479.00

110,15,67,025.00

(a)-(b) 86,46,79,546.00

(49,50,07,420.00)

Q) Too S
A) Opening Stock :
55&8
Sugar
TOTOW
Molasses

Q) VWIRTR TOITYTLT TTY
A. WORK IN PROGRESS :

| wty TOTAL

) es@%d; b,

B) Closing Stock :
55&8
Sugar
TOTOW
Molasses

| wigy TOTAL

(a)-(b) -—-

Grand Total

86,46,79,546.00

(49,50,07,420.00)

°BTT Pogne DeFned

NOTE 23 : EMPLOYEE BENEFIT EXPENSES

(All figures in Rupees)

31.03.2017 % ‘3%03
AS AT 31.03.2017

31.03.2016 & @g3o3
AS AT 31.03.2016

Q) TOWY, DBHAD T z;ésﬁeéa

A Salaries, wages and allowances

D) PIFIY W VIS QAR TTSLHHT
B Contribution to Provident fund and

Other funds
) 2RO A cmz;:édoiz Qe
C Staff Welfare Expenses

6,04,67,126.24

69,86,649.00

28,36,093.83

6,96,17,260.00

76,86,228.00

33,28,462.27

Wy TOTAL

7,02,89,869.07

8,06,31,950.27
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TLOTOXD dziﬂe;b
NOTE 24 : FINANCE COSTS

(All figures in Rupees)

31.03.2017 & @533
AS AT 31.03.2017

31.03.2016 & w33
AS AT 31.03.2016

Q) W mgj
A Interest Expenses

W) BT ONRYR 5P
B Other Borrowings Costs

12,70,20,576.89

91,60,094.03

17,45,64,816.92

98,77,101.04

| ey TOTAL

13,61,80,670.92

18,44,41,917.96 |

YIT ANJENEL
NOTE 25 : OTHER EXPENSES

(All figures in Rupees)

31.03.2017 & @533
AS AT 31.03.2017

31.03.2016 & w33
AS AT 31.03.2016

:”;faec: D) WRNNAY I8

Consumption of Stores and spares
S99 WeONW B WAV DWF N

Packing and storage expenses
Qe0T 3T

Water Charges

RN

Rent

FTOTRT T HeTO AIPDFND
Legal and P?qofessional Charges

TR, 1By ISR
Repairs and Maintenance:
su@Enen
on Buildings
0D03ReTFTENSR
on Plant and Machinery
933
on Others
ATWTOT TBY VITFTD DWF N
Supply and Distribution Expenses
TBOITED 3, DWFTIED
Travelling and Conveyance

75,79,077.50

64,18,952.50

63,364.00

38,96,621.00

59,46,757.00

33,71,081.94

3,03,85,955.46

18,96,232.05

77,14,238.82

31,39,960.00

2,28,02,665.15

2,29,28,851.51

94,518.00

56,95,058.00

37,87,379.00

81,63,290.78

9,06,54,641.14

44,74,662.75

2,69,33,998.86

14,96,830.00

Davangere Sugar Company Ltd.,
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PR DB, Tonosdd dzgmﬂo
Freight and Forwarding

©0% B TRTTOLS DWFNLD
Postage and Telephone Expenses
BT B, S ADFN
Printing and Stationery

QT

Insurance

TOBING ATF BT

Vehicle Maintenance

TIT

Advertisement

QTFeTINY Tp0RT DWFNW
Travelling Expenses to Directors

SR’ Ebe%:
Audit Fee :
508 wc;p SRFR
For Statutory Audit
T, SREN
For Cost Audit
Q3T HeInen
For Other Services
UG DA, FOIT),
For Reimbursement of Expenses
Q3T DRENE
Other Expenses

41,00,858.00

6,62,857.90

5,02,214.00

18,33,695.00

63,94,765.30

50,30,665.00

1,72,500.00

81,945.00

40,00,351.67

92,83,973.00

7,83,404.59

5,76,248.00

26,12,892.00

80,97,615.74

1,70,000.00

34,33,084.00

2,93,540.00

60,000.00

93,808.00

12,000.00

86,53,486.77

wiy TOTAL

9,31,92,092.14

22,11,01,947.29
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NOTE 26 :
NOTES FORMING PART OF ACCOUNTS FOR THE YEAR ENDED 315" MARCH, 2017

1.  Accounting Policies:

As per the requirements of the Accounting Standard-1, The financial statements are prepared
under the convention of historical cost in accordance with the Generally Accepted Accounting
Principles (GAAP) and as per the provisions of the Companies Act, 2013 as adopted consistently
by the company

2. Valuation of Inventories:

As per the requirements of Accounting Standard -2 the valuation of inventories is carried out as
follows:

2.1 Closing stock of finished goods, i.e. Sugar and Molasses have been valued at lower of cost
or net realizable value (market value) and as certified by the management.

2.2 Stock of stores and spares has been valued at cost.
3. Cash Flow Statement:

As per the requirements of Accounting Standard — 3 the information on the Cash Flow of the
Company on Operating Activities, Investing Activities and Financing Activities is enclosed.

4, Events after Balance Sheet date:

As per the requirements of the Accounting Standard — 4, we report that there are no contingencies
and events occurring after the Balance Sheet date, which have material bearing on the profitability
of the Company. Further we report that there are no such indicative conditions as on the Balance
Sheet Date.

5. Prior period items and changes in Accounting Policies:

As per the requirements of the Accounting Standard — 5, there are no extraordinary items or prior
period items and nor any changes in accounting policies occurred during the financial year which
have a bearing on the profit or loss of the company as ascertained from the ordinary activities of
the Company.

6. Depreciation Accounting:

As per the Companies Act 2013, the method of providing depreciation has been changed. Now
under the new Act, the depreciable value of each asset is to be written off over the useful life of
each asset. Depreciable value means cost of the asset minus the residual value to the extent of
5% of the cost of the asset. Our company has adopted the new method of depreciation from the
previous financial year 2015-16. An option was given under the Companies Act, 2013 to provide
depreciation for F.Y. 2014-15 under the provisions of previous companies Act 1956. So, the
Company opted for providing depreciation for the F.Y. 2014-15 as per the provisions of Companies
Act,1956. Now, Company has provided depreciation for the F.Y. 2016-2017 as per Schedule Il w.r.t.
section 123(2) of the Companies Act, 2013 so as to write off the depreciable value of each asset
over the useful life of each asset. Depreciable value of each asset is cost/WDV as on 01.04.2015
after deducting a residual value of up to 5% of the cost of the asset. Company has adopted a
method of providing depreciation so to write off the depreciable value equally over the useful life/
remaining useful life of each asset. So, depreciation is provided under equated method, means
the cost/WDV of each asset as on 01.04.2016 is equally written off over the useful life or remaining
useful life of each asset. While providing depreciation the useful life for each asset is ascertained
as per the guidelines as provided in Part C of Schedule Il of the Companies Act, 2013.

7.  Revenuerecognition:

(a) Revenue is recognized when property in goods that is Sugar & Molasses are sold for
consideration.

Davangere Sugar Company Ltd., { 54 '
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(b) Revenue from Co-gen unit being power is recognized on actual supplies to the power grid
based on terms and conditions of the agreement entered into.

(c) Expenses are accounted for on accrual basis and provision is made for all known losses
and expenses.

(d) The interest charged on input loan to farmers is accounted on accrual basis.
Accounting for fixed assets:

As per the requirements of Accounting Standard — 10, the accounting for fixed assets is on the
following basis:

Fixed assets are stated at cost of acquisition (net of CENVAT wherever applicable) or cost of
construction and their net values are stated at historical cost less accumulated depreciation. All
costs, including financing costs, till the date of commercial production or till the date the said
assets are put to use are capitalized.

Gross and net book values of assets at the beginning and end of an accounting period showing
additions, disposals if any, acquisitions and other movements, the information is furnished in the
depreciation schedule annexed to the Balance sheet.

Foreign Currency Transactions :

(With reference to the requirements of Accounting Standard — 11)

The details of foreign exchange earnings and out go during the financial year is as follows.
(i) Earnings:Nil

(i) Outgoings:

a. 1,24,500 USD (Equivalent to INR 83.41 Lakhs) being 10% of the value of Buyers Credit of
USD 12,45,000 availed against import of 25000 MT of Coal from Indonesia.

b. 23,71,600 USD (Equivalent to INR 1517 Lakhs) against import of 44000 MT of Coal from
Indonesia.

Accounting for Investments:

With reference to the Accounting Standard — 13, the Company’s investment consists of long
term investment in Government securities like National Savings Certificates purchased at cost of
Rs.19,900/- lodged with various Government departments, investment in Shares in Co-operative
Banks to the extent of Rs.5,26,000/- . Interest accrued on NSC is accounted on receipt basis. The
dividends received on shares of Co-operative Banks are accounted on receipt basis. The
investments are stated at cost of acquisition.

Employees retirement benefits:

In terms of Accounting Standard — 15 relating to Employee Benefits we report that, the Company
has created a Gratuity Trust. As per the Trust rules, all the Employees of the Company excluding
the employees on service contract for a specified period and on deputation are eligible for gratuity.
The Trust has taken out a Group Gratuity Policy from LIC of India. The Company makes a quarterly
contribution of gratuity to the Trust maintained by the Company on the basis of amount as computed
by Life Insurance Corporation of India.

The amount so contributed is remitted to LIC by the said trust. The amount so contributed is
treated as expenditure for the current year. Company’s contribution to provident fund and
superannuation fund are charged to profit and loss account on actual payment basis. Gratuity
and leave encashment benefit are charged to profit and loss account on actual payment basis.

Davangere Sugar Company Ltd.,
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12.

13.

14.

Borrowing Costs:

With reference to the Accounting Standard — 16 the borrowing Cost which is attributable to the
acquisition or construction of capital assets are capitalized as part of the cost of such assets. A
capital asset is one that necessarily takes substantial period of time to get ready for intended
use. The borrowing cost of capital assets to the date of its use for production is capitalized during
the financial year. The interest on working capital and interest paid on capital asset after the date
of its commercial use are charged to profit and loss account.

Segment Reporting:

Company is having three segments, one is sugar segment, co-gen segment and another is
Aviation Segment. Segmental report is furnished as per the requirements of Accounting Standard-17

Related party disclosure:

Name of the related party and details of transactions with the said parties as per the books of

accounts and as required by the Accounting Standard -18 is detailed below: )
Rupees in Lakhs

Sale Of Sale Of Purchase of provision
Name Sugar Molasses for canteen
M/s S S Trading Company 992.23 — —
M/s Shamanur Kallappa & Sons 99.07 — 0.41
M/s. Sri Kalleswara Traders — — 4.31
M/s. Shivashankar Associates — — 1.88

15.

16.

17.

18.

19.

20.

21.

Earnings per share :

As per requirement of Accounting Standard — 20, the earning per share for the financial year
ended works out to be Rs. -0.37 (previous financial year is Rs 2.27) per equity share of Rs.10
each.

Taxes on income :

Company is liable to pay MAT since 100% deduction is allowed under the provisions of Section
80IA against Co-generation income.

Deferred tax :

Deferred tax resulting from “timing Difference” between taxable and accounting income is
accounted for using tax rates and laws that are enacted as on the Balance sheet date. The
deferred tax asset is recognized and carried forward only to the extent that there is a virtual
certainty that the assets will be realized in future.

Interim Financial Reporting :

As per the guidelines as provided in Accounting Standard — 25, the Company is publishing
quarterly financial results in the local newspaper. The results are announced in condensed form.
Intangible assets :

There are no intangible assets to be reported as per the guidelines of the Standard — 26 for the
financial year.

Impairment of assets :

There is no impairment in any of the assets of the company and as such no report is furnished as
per the guidelines of the Accounting Standard — 28.

Debtors and Creditors balances :

Debtors and Creditors balances for the financial year ended as shown in the books of accounts
are subject to confirmation from the parties. Based on the information available with the Company
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in respect of MSME (as defined in The Micro Small and Medium Enterprises Development Act,2006)
there were no delays in payment of dues to such creditors and there are no dues to such creditors
at the end of the year.

Balance with Non Schedule Banks:

Cash and Bank include balances in current account with Non Schedule banks as below :

1. Bapuji Co-operative Bank Limited Rs.2,65,466.26
2. Karnataka State Co-Operative Apex Bank Limited Rs. 1,903.00
3. Davangere Harihar Urban Co-op Bank Limited Rs.3,25,193.12
4. Shimoga District Central Co-operative Bank Ltd Rs. 36,238.50
5. The Davangere Urban Co-operative Bank Limited Rs. 5,615.70

Remuneration to employees exceeding Rs. 5.00 Lakhs P.M

During the Financial year there are no employees who were in receipt of remuneration exceeding
Rs. 60.00 lakhs per annum when employed throughout the year and exceeding Rs. 5,00,000/-
per month when employed for the part of the year.

Remuneration to Auditors :

The Auditors remuneration is fixed at Rs.1,25,000/- and tax representation fee of Rs. 25,000/- for
the Financial year.

Managerial remuneration :

During the financial year company has paid remuneration of Rs. 3,00,000/- per month to the
Managing Director and Rs. 1,62,000/- per month to the Executive Director.

During the financial year there are no exceptional income and expenses as observed.

In the opinion of the management, the current assets, loan and advances have been valued at not
less than the value at which they are stated in the balance sheet, if realized in the ordinary course
of business.

Provision for contingent liability or assets :

The Company has referred to the guidelines as envisaged in Accounting Standard — 29 and
furnishes the information on provision for contingent liabilities as follows:

*The contingent liabilities during the financial year is to the extent of corporate guarantees extended
against the loans of H & T farmers contractors for facilitating harvesting & transportation.

Previous years figures are regrouped, rearranged or rounded-off wherever necessary and
practicable to necessitate comparison and for lucid presentation.

As per our Audit Report of even date annexed
For Santhappa & Co.
Chartered Accountants
ICAI FRNo. 003564S

sd/-
. Davangere Veerendra Kumar M.V.
. 28-08-2017 Partner M.No. : 216317

)
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30. CASH FLOW STATEMENT ANNEXED TO ANNUAL REPORT FOR THE YEAR ENDED ON 31.03.2(\)17‘
(Rs. Lakhs)
Asat 31.03.2017 | Asat 31.03.2016

A Cash flow from Operating activities:

Net profit after tax (163.80) 1019.88
Adjustment for provsion for taxation 241.39 -
77.59 1019.88
Adjustment for depreciation 921.24 768.69
Operating profit before working capital adjustment 998.83 1788.57
Adjustment for :
Inventories 7,675.03 (3892.01)
Sundry Debtors & trade receivables 261.94 13.39
Trade payables (2,265.95) 343.94
Deferred Revenue Expenditure 241.39 257.21
Others - -
Net cash flow from operating activities 6879.88 (1488.89)

B Cash flow from Investing Activities:
Sale of Fixed Assets

(429.95i

Purchase of Fixed Assets :
From capital work in progress (931.97) (567.15)
From Investment - -
Net Cash flow from Investing activities (931.97) (997.10)
C  Cash flow from Financing activities:
Proceeds from share allotment
Proceeds from share premium & Capital reserve
Proceeds from working capital loan
Proceeds from Short Term Borrowings (5,197.90) (1886.88)
Proceeds from Long Term Borrowings (1,273.76) 2281.94
Proceeds from Other Current Liabilities (766.78) (45.48)
Proceeds from Long Term Loans and Advances - -
Proceeds from Other Current Liabilities 1310.21 560.54
Proceeds from Short Term Provisions . .
Proceeds from Short Term Loans and Advances (130.58) 388.49
Proceeds from unsecured loan - -
Net cash flow from financing activity (6120.16) 1298.61
Net cash used in cash & cash equivalents (A+B+C) (172.25) (1187.38)
Cash & cash equivalents at the beginning of the year h35.76 1723.15
Cash & cash equivalents at the end of the year 363.52 h35h.77
For and on behalf of the Board of Directors
ABHIJITH G SHAMANUR S.S.GANESH
Executive Director Managing Director

AUDITORS’ CERTIFICATE
We have verified the above cash fow statement of M/s.Davangere Sugar Company Limited, derived from the
audited financial statements & the books & records maintained by the company for the year ended on 31.03.2017 and

found the same to be in agreement therewith.
. As per our report of even date
Place : Davangere for SANTHAPPA & CO.,
Date  : 28-08-2017 Chartered Accountants
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NOTE 27 : QUANTITATIVE DETAILS

Unit Asat 31.03.2017 | Asat 31.03.2016
A | Particulars of Capacity
i) Licenced Capacity
Co Gen 2445 MW 2445 MW
Sugar 5500 TCD 5500 TCD
i) Installed Capacity
Co Gen 2445 MW 2445 MW
Sugar 4750 TCD 4750 TCD
B | Actual Production
CoGen KWH 83878900 150014400
Sugar Qtls. 117880 499350
Molasses MTs. 7645 29264
C | Details of Turnover
Co Gen Quantity KWH 71994880 124423200
Value Rs. 311402749.00 677325504.98
Sugar Quantity Qtls. 395255 407347
Value Rs. 1349415826.00 993401526.00
Molasses Quantity MTs. 9799.940 34564.580
Value Rs. 54349687.00 141428903.00
D | Opening Stock
Sugar (Finished Goods) Quantity Qtls. 311760 237897
Value Rs. 1061632000.00 5650053750.00
Molasses Quantity MTs. 8550.770 13851.410
Value Rs. 39935025.00 41554230.00
E | Closing Stock
Sugar (Finished Goods) Quantity Qtls. 52525 331760
Value Rs. 196968750.00 1061632000.00
Molasses Quantity MTs. 6396.830 8550.770
Value Rs. 39918729.00 39935025.00
F | Processing Loss Quantity Qtls. - -
G | Consumption of Raw Materials
i) Sugar Cane Quantity MTs. 149632.717 529964.886
Value Rs. 404370352.00 1241919238.00
ii) Non Coking Steam Coal
a) Imported Quantity MTs 10760.000 57326.000
Value Rs. 48735660.64 359502611.04
b) Indigenous Quantity MTs - -
Value Rs.
H | Value of Stores & Spares consumed
Co-Gen a) Imported Rs. - -
b) Indigenous Rs. 15100928.30 39510349.96
Sugar a) Imported Rs. - -
b) Indigenous Rs. 32769851.53 104513351.94

)
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NOTE 28 :
Segment information for the year ended 31st March, 2017
Rs. In lakhs
SUGAR | POWER [AVIATION TOTAL
Primary :
1. External revenues 14042.63 | 3115.48 150.66 | 17277.42
Total 14042.63 | 3115.48 150.66 | 17277.42
2. Segment expenses (excluding interest) :
Cost of material consumed 4245.42 44.29 25.02 | 4714.73
Employees Cost 535.28 132.54 52.08 702.90
Other Expenses 47344  262.90 178.60 |  931.92
Provision for Taxation 241.39 - - 241.39
Stock Adjustment 8646.79 - -| 8646.79
Total 14142.32 839.73 255.70 | 15237.73
5. Segment results -99.69 | 2244.40 -105.04 | 2039.69
6. Add: Un allocated revenue 46.75 - 1.46 48.21
7. Operating profit -52.94 | 2244.40 -103.58 | 2087.90
8. Less: Interest expenses 1323.11 38.68 1361.81
9. Total -1344.70 | 2205.72 -103.58 757.44
10. Segment assets 20757.50 | 5592.30 149.90 | 26499.70
11. Segment liabilities 20757.50 | 5592.30 149.90 | 26499.70
12. Depreciation 862.33 58.91 921.24
13. Net cash expenses other than depreciation 15434.08 878.41 255.70 | 16568.19
Profit as per Books -2238.38 | 2178.16 -103.58 | -163.80
As per our Audit Report of even date annexed
For Santhappa & Co.
fél:;t;;‘:lo "‘\gg‘:’;;‘;t:;ts For and on behalf of the Board of Directors
Veerendra Kumar M.V. Abhijith G. Shamanur S.S. Ganesh
Partner M.No. : 216317 Executive Director Managing Director
Place : Davangere
Date : 28-08-2017
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