7

THE HUTTI GOLD MINES COMPANY LIMITED

Regd. Office: 3rd Floor, KHB Shopping Complex, National Games Village,
Koramangala, BANGALORE-560 047

Board Of DITECTOTS ..ccouuviiiiiiiiiiieeiee ettt et 1
INOTICE .ttt ettt et et e bt e et e st e e be e e b e e s abeebeesaneas 2
DIrectors’ REPOTT ....coouviiiiiiiiiiiieeiiee ettt ettt et e s 6
Independent Auditor’s REPOTTt.......c.ceevuiiieiiiieiiieeeiie e 33
Replies to the Independent Auditor’s REPOIT ....c...covvveevieniiiniiniiinieceeeeee 49
Secretarial Audit REPOTT .....couviiiiiiiiiiiiiiie et 52
Significant Accounting POIICIES ........c.ceiriiiiiiiiiiiiiiiiiieeeicceeeeeee e 72
Accounts for the year 2017-18 ......oooviiiiiieieieeeeeeeeee e 153

72nd Annual Report & Accounts
2017- 2018







THE HUTTI GOLD MINES COMPANY LIMITED

Regd. Office: 3rd Floor, KHB Shopping Complex, National Games Village,

Koramangala, BANGALORE-560 047

BOARD OF DIRECTORS

Chairman

Sri. B.R. Yavagal (From 04-11-2016 to 13-04-2018)

Sri. Rajender Kumar Kataria, IAS (From 04-06-2018 to 05-08-2018)
Sri. Rajashekar B Patil (from 06-08-2018 to 11-01-2019)

Managing Director :

Sri. THM Kumar (from 17-08-2016 to 14-12-2017)

Dr. Richard Vincent D’souza (from 14-12-2017)

DIRECTORS

Sri. Tushar Girinath, IAS
(from 31-08-2015 to 26-06-2018)

Sri. Anil Kumar Jha, 1AS
(from 26-06-2018)

Sri Ritvik R Pandey, IAS
(from 14-08-2017 to 26-06-2018)

Sri. Rajendar Kumar Kataria, 1AS
(from 01-03-2017)

Dr. S. Selva Kumar, IAS
(from 26-06-2018)

AUDITORS:
Statutory Auditors

M/s Nath Associates

Chartered Accountants

433/C, 5th Cross, 7th Block West
Jayangar,

Bangalore — 560 027

BANKERS:

State Bank of India
Bangalore & Hutti

Axis Bank Ltd.
Bangalore

Sri. Naveen Raj Singh , I1AS
(from 17-01-2018)

Smt. Gunjan Krishna, IAS
(from 08-08-2018)

Sri. N. Jayaram, IAS
(from 10-10-2017)

Sri. N.S. Prasanna Kumar, 1AS
(from 27-12-2017)

Smt. L. Rajeshwari
(from 16-02-2015 to 17-01-2018)

Secretarial Auditors

M/s TSDJ & Associates
Company Secretaries,
No.158-35/3, 3rd Main,
Industrial Town,
Rajajinagar

Bangalore - 560 044

Syndicate Bank

Sri. C. K. Ashok Kumar
(From 06-05-2016 to 29-05-2018)

Sri. P. Nagaraju
(From 06-05-2016 to 29-05-2018)

Sri. H. Sampath Kumar
(From 06-05-2016 to 29-05-2018)

Sri. Syed Hasrathulla
(From 06-05-2016 to 29-05-2018)

Bangalore, Hutti Chitradurga

Pragati Krishna Gramina Bank

Hutti



THE HUTTI GOLD MINES COMPANY LIMITED
(A Govt. of Karnataka Undertaking)

Regd. Office : No 3rd Floor, KHB Shopping Complex, NationalGamesVillage, Koramangala, BANGALORE-560 047
Phone: 25705723/25705724/25705725/ Fax: 25718365 Email :hgml@vsnl.com website: huttigold.co.in

CIN NO. U85110KA1947SGC001321
Notice of Annual General Meeting

To the Members of
The Hutti Gold Mines Company Limited

NOTICE is hereby given that the SEVENTY SECOND Annual General Meeting of the Members of The Hutti
Gold Mines Company Limited will be held on Thursday the 29th November 2018 at 12:30 PM, at the
Registered Office of the Company, namely, 3rd Floor, KHB Shopping Complex, National Games Village,

Koramangala, Bangalore-560 047, to transact the following business:

ORDINARY BUSINESS

1. To receive, consider and adopt the Audited Balance Sheet as at 31st March, 2018, and the Profit & Loss
Account for the year ended on 31st March 2018, together with the Report of the Board of Directors and
Statutory Auditors and the Comments of the Comptroller & Auditor General of India and to pass the

following resolution with or without modification as an Ordinary Resolution.

"RESOLVED that the audited Profit & Loss Account for financial year 2017-18, the Balance Sheet as
at 31.03.2018 and annexures thereto, the Cash Flow Statement for the year ended 31st March, 2018, the

Reports of Auditors and Directors thereon be and are hereby received, approved and adopted."

2. To declare dividend for the year ended 31st March, 2018 and to pass the following resolution with or

without modification as an Ordinary Resolution:

"RESOLVED that pursuant to the recommendation of the Directors, dividend at the rate of Rs.100 per
share out of the current profits of the Company for the year ended 31st March, 2018 on 296203-5/7 Equity
Shares of the Company, be and is hereby declared and that the same be paid to those Members whose
names appear on the Company's Register of Members as on Record Date of 21st November, 2018, in

proportion to the amount paid up thereon."

3. To note the appointment of Auditors of the Company and to fix their remuneration and, to pass the

following resolution with or without modification as Ordinary Resolution:

"RESOLVED that, pursuant to the provisions of Section 139 of the Companies Act, 2013, M/s Nath

Associates, Chartered Accountants, Bangalore appointed by Comptroller and Auditor General of India be
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and are hereby appointed as Auditors of the Company for FY 2017-18 to hold office from the conclusion
of this meeting until the conclusion of the Seventy Third Annual General Meeting of the Company and

further resolved to pay remuneration of Rs.1,50,000/- plus taxes and out of pocket expenses.

By Order of the Board
Place: Bengaluru Sd/-
Dated: 5th November, 2018 (Dr. Richard Vincent D’Souza, IAS)

Managing Director

Notes forming part of Notice

1.

PROXY:

A Member entitled to attend and vote at the Annual General Meeting of the Company is entitled to appoint

a Proxy to attend and vote instead of himself / herself and the Proxy need not be a Member.

A person can act as proxy on behalf of Members not exceeding 50 (fifty) and holding in the aggregate not
more than 10 (ten) percent of the total share capital of the Company carrying voting rights. A member
holding more than 10 (ten) percent of the total share capital of the Company carrying voting rights may

appoint a single person as Proxy and same person shall not act as Proxy for any other person or shareholder.

The instrument appointing the Proxy, duly completed and signed, must be deposited at the Registered
Office of the Company not less than 48 hours before the commencement of the Meeting. A Proxy does not

have the right to speak at the meeting and can vote only on a poll.

BOOK CLOSURE: The Register of Members of the Company will remain closed from 22nd November,
2018 to 28th November, 2018, both days inclusive, to determine the Members entitled to receive dividend
which will be declared at the Annual General Meeting.

RECORD DATE has been fixed as 21st November, 2018, to determine the Members entitled to vote on

the resolutions mentioned in this Notice and for payment of dividend to be declared in this meeting.

DIVIDEND: Dividend to be declared at this meeting, will subject to the provisions of section 126 of the
Companies Act, 2013, be deposited with the Bank within 3rd December, 2018, and dividend will be paid
on or after 8th December, 2018 to those Members whose names appear on the Register of Members on
Record Date of 21st November, 2018. Payment of dividend will be rounded off pursuant to the provisions
of Section 288B of the Income Tax Act, 1961. Dividend Tax will be paid by the Company pursuant to section
1150 of the Income Tax Act, 1961.
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UNCLAIMED DIVIDEND: Details of dividend unclaimed by Members for the past years which have
not yet been transferred to the Central Government have been uploaded on the Company's website
www.huttigold.co.in. Members are encouraged to view the list and lodge their claim for payment of
unclaimed dividend. Dividend for the year ended 2010, which was declared at the Annual General Meeting
held on 23.9.2010 and remaining unclaimed will be transferred to the Investor Education and Protection
Fund pursuant to the provisions of section 124 of the Companies Act, 2013. Thereafter no claim shall lie
on this dividend from the Members.

WEBSITE: The Company's website is www.huttigold.co.in. Annual Reports of the Company, unclaimed
dividend list, standard downloadable forms and other Shareholder communication will be made available
on the Company's website.

CORPORATE REPRESENTATION: A Corporate Member shall be deemed to be personally present
only ifitisrepresented in accordance with Section 113 of the Companies Act, 2013 i.e. only if the Corporate
Member sends a certified true copy of the resolution passed by the Board of Directors of the Company or
a Power of Attorney authorizing the Representative to attend and vote at the meeting on behalf of the
Corporate Member.

OTHER INFORMATION

a. The voting rights of the members shall be in proportion to their share of paid up equity share capital
of the company as on Record Date.

b. Members are requested to bring their copy of the Annual Report and attendance slip duly completed
and signed for the meeting.

c. Members seeking clarification on the Annual Report are requested to send in written queries to the
Company atleast one week before the date of the meeting i.e. on or before 21st November, 2018.

d. A member desirous of appointing a proxy to attend the Annual General Meeting may furnish the name
in the prescribed proxy format (MGT-11) sent herewith separately.

e. The company has designated its email ID called hgml@vsnl.com for redressal of shareholders/
investors complaints/grievances. In case you have any queries/complaints or grievances, then please
write to us at this e-mail address.

f. Interms of Sec 101 & 136 of Companies Act, 2013, the members are required to register their e-mail
address/ID with the Company so as to serve the annual reports and other communications through
electronic mode.

Members are requested to quote their folio number in all correspondences.

h. Members are requested to notify immediately any change of their addresses and bank particulars to
the Company.

i.  Members are requested to note that no gift/coupons will be distributed at the meeting.
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The Register of Directors and Key management personnel and their shareholding, maintained under
Section 170 of the Companies Act, 2013, will be available for inspection at the AGM and will be made
accessible to any person attending the meeting.

The Register of Contracts or Arrangements in which Directors are interested, maintained under
Section 189 of the Companies Act, 2013, will be available at the AGM and will remain open and
accessible during the continuance of the meeting to any member having the right to attend the meeting.

All the documents referred to in the accompanying notice are open for inspection at the Registered
Office of the Company till the date of AGM.

During the period beginning 24 hours before the time fixed for the commencement of the meeting and
ending with the conclusion of the meeting, a member would be entitled to inspect the proxies lodged
with the Company, at any time during the business hours of the Company, provided that not less than
three days’ notice in writing of the intention to inspect is given to the Company.
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DIRECTORS REPORT TO THE MEMBERS

Dear Members,

Your Directors have immense pleasure in presenting the 72nd Annual Report together with the Audited Statements

of Accounts of the Company for the year ended 31st March 2018.

CORPORATE VISION & MISSION:

®  Corporate vision - to become one of the most vibrant, self-reliant mining giant.

¢ Corporate mission - to improve productivity and profitability and ensure steady growth & development
to provide long term stability; provide safe & healthy mining environment; promote harmonious and
cordial industrial relationship to promote Human Resource Development; promote welfare and community

development in and around Hutti; introduction of modern and effective management control systems.

Performance highlights:

(Rs.in lakhs)
Particulars FY FY Remarks
2016-17 2017-18
I. Quantitative parameters
1) Production
a) Ore Treated (MT) 569087 568692 | Marginal decrease of 395 MT (0.07%)
in ore treatment
b) Gold Production (kgs) 1579.72 1638.16 | 1) higher recovery grade compared to

previous year

2) increase in production by 58.44 kgs

¢) Netrecovery grade 2.78 2.88 [recovery grade is more than
(Gms/MT) the break even grade of 2.75 gm/mt
d) Wind Power generated 278.53 225.14 |[1) low wind velocity
(lakh KWH) 2) breakdown of 1.5 MW machine due to

main bearing failure.
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2) Sales
a) Sale of gold (kgs) 1400.43 1269.30 | 1) the reduction in sales quantity was
131 kgs
2) The sale in the first quarter April to June,
2017 was only 195 kgs and this was
mainly to avail the benefit of reduction in
duties from 10.35% to GST of 3 % w.e.
01.07.2017.
b) Sale of Wind Power (lakh 278.53 225.14 | Entire generation was sold to BESCOM
KWH)
II. Financial parameters
A. Income
1) Revenue from operations
(i) Sale of gold (net) 38026.85 37138.77 | 1) Mainly due to reduction in quantity sold
by 131 kgs (0.09%).
2) The average selling price was
Rs.2922/gm compared to Rs.2712/gm in
the previous year. The increase in rate
was Rs.210/gm.
(i1) Sale of Wind Power 942.74 760.56 | Entire generation is sold to BESCOM
as per PPAi.e. @ Rs.3.40 / Kwh
Total 38969.59 | 37899.33 | Decrease by Rs.10.70 cr (2.74%)
for reasons as above.
2) Other Income
(1) Income from investments 4750.77 3886.52 | mainly due to reduction in bank interest
rates on deposits. Deposits as on
31.03.2018 were Rs.545.00 cr.
(i1) Sale of Scrap etc. 71.89 19.43 | normal activity




THE HUTTI GOLD MINES COMPANY LIMITED

(111) Other non-operating 528.93 1416.68 | 1) increase recoveries by way of penalty/
Income liquidated damages Rs.1166 lakhs (circular
shaft of Rs.861.96 lakhs)
2) profit on sale of assets (old ball mills
of Rs.164.48 lakhs)
Total 5351.59 5322.63
Total Income 44321.18 | 43221.96 | Overall reduction is Rs.11.00 cr (2.48%)
B. Expenditure
(i) Materials consumed 4749.19 4427.99 | marginal decrease of 7.25%
Reasons
(Rs.in cr)
a) provision for salary arrears of
employees including statutory
contribution for 2 years 43.00
b) impact on gratuity valuation
due to increase in ceiling limit
from Rs.10 lakhs to
(i) Employee Benefit Expenses | 23143.85 | 26879.49 Rs.20 lakhs 7.16
¢) reduction in salaries of
employees and IDA etc. due
toretirement and medical
unfit cases 5.50
d) reduction in bonus/ex-gratia 3.75
e) reduction in valuation of
PL encashment 2.70
f) reduction in medical and
staff welfare expenses 0.90
(ii1) Power & Fuel 4650.46 5049.84 | a) average increase in rate was Rs.0.58/- unit.
b) the total units consumed was

683.41 lakhs units against 665.83 lakhs

units in previous year
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(iv) Royalty 2513.97 2545.79 | a) Royalty @ 4%
b) DMF @ 30% of royalty
¢) NMET @ 2% of Royalty
(v) Mining Expenses 3730.67 3295.19 | a) reduction in Diamond Drilling by
Rs.122.66 lakhs
b) reduction in repairs and maintenance
expenses by Rs.547.23 lakhs
c) increase in south Hutti mining expenses
by Rs.240.33 lakhs
(vi) Other Administrative and 827.24 1232.26 | The increase is mainly due to payment of
Misc. Expenses interest on land acquisition (Rs.131.25
lakhs) and grant to KV School at Hutti
(Rs.62.79 lakhs)
(vii) Depreciation and 2805.36 2817.90 | marginal increase due to addition to assets
amortisation and
prior period adjustments
(viii) Donations 222.65 252.50 [ CM’s relief fund Rs.2.50 cr.
(ix) CSR 36.67 43.99 | a) disbursements made during the year
relate to previous years
b) no sanctioning in the FY 2017-18
Total Expenditure 42680.06 | 46544.95 | Ovyerall increase is by Rs.38.64 cr and mainly
a) cost of production of gold due to provisions for salary arrears as above.
Rs/gm 2644 2788
b) cost of generation Rs/Kwh 1.82 2.25
C. Profit Before Tax 4169.31 4168.91
Provision for tax 1012.45 1125.74
D. Profit After Tax 3156.86 3043.19
E. Earnings per share (Rs.) 1065.77 1027.40
F. Bookvalue per share (Rs) 37730.80 38769.70
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G. Segment wise
profitability
(1) Gold (Rs./gm) 68.00 134.00
(i1) Wind (Rs./kwh) 1.58 1.15
H. Transfer to Reserves (net) 2837.13 3077.28

Dividend

Your Board of Directors have recommended a dividend at the rate of 100 per cent on paid up equity capital,
amounting to Rs.296.20 lakhs, subject to approval of the members at the Annual General Meeting. The dividend
lying unclaimed for a period of seven years is required to be transferred to the Investor Education and Protection
Fund as per the provisions of section of 124 of Companies Act, 2013. As on 31st March, 2018, Unclaimed

Dividend amounting to Rs.8.16 Lakhs has not been claimed and the same will be remitted to the Central

Government on the respective due dates.

Directors and Key Managerial Personnel

During the year, the following changes have been effected in respect of the Directors:

SI. No. Name Date of Date of Nature of
Appointment | Cessation appointment

1. Sri B R Yavagal, Ex-Minister 04.11.2016 13.04.2018 Chairman

2. Sri Rajashekar B Patil 06.08.2018 Chairman

3. Sri T HM Kumar, IAS 17.08.2016 14.12.2017 Managing Director
4. Dr. Richard Vincent D’Souza, IAS 14.12.2017 Managing Director
5. Sri Tushar Giri Nath, IAS 31.08.2015 26.06.2018 Director

6. Sri Rajender Kumar Kataria, IAS 01.03.2017 - Director

7. Sri Arvind Shrivastava, IAS 13.06.2013 14.08.2017 Director

8. Sri Ritvik R Panday, IAS 14.08.2017 26.06.2018 Director

9. Sri Anil Kumar Jha, IAS 26.06.2018 - Director

10. Sri Naveen Raj Singh, IAS 13.01.2015 01.06.2017 Director
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11. Smt P Hemalatha, IAS 01.06.2017 10.10.2017 Director
12. Sri N Jayaram, TAS 10.10.2017 - Director
13. Sri S Sasikanth Senthill, IAS 24.01.2017 10.11.2017 Director
14. Dr. S. Selva Kumar, IAS 26.06.2018 - Director
15. Sri Naveen Raj Singh, TAS 17.01.2018 - Director
16. Dr. K.G. Jagadeesha, IAS 10.11.2017 27.12.2017 Director
17. Sri N S Prasanna Kumar, IAS 27.12.2017 - Director
18. Smt. Gunjan Krishna, IAS 08.08.2018 - Director
19. Smt L. Rajeshwari 16.02.2015 17.01.2018 Director
20. Sri C K Ashok Kumar 06.05.2016 29.05.2018 Director
21. Sri P Nagaraju 06.05.2016 29.05.2018 Director
22. Sri H Sampath Kumar 06.05.2016 29.05.2018 Director
23. Sri Syed Hasarathulla 06.05.2016 29.05.2018 Director

In addition to the above, the Company has three key managerial personnel consisting of Dr. Prabhakar Sangurmath,
General Manager (Co-ord), Sri Prakash, General Manager (Mining) and Dr. Jagadeesh K. Naik, Chief
Administrative Officer.
Disclosures
a) Audit Committee

The Audit Committee as at present consists of two Directors as under:

1)  Sri Anil Kumar Jha, IAS - Chairman
2) Sri Richard Vincent D’Souza, IAS - Member

The Committee will meet periodically to transact business in terms of business referred by the Board as per the

provisions of Section 177 of Companies Act, 2013.
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b)

CSR Committee

The CSR Committee as at present consists of three Directors as under:

1) Sri Rajender Kumar Kataria, IAS - Chairman
2) Sri Naveen Raj Singh, IAS - Member
3) Sri Richard Vincent D’Souza, IAS - Member

The Committee has formulated and recommended to Board, a CSR policy indicating the activities to be undertaken

by the Company which have been approved by the Board. The policy may be accessed on Company’s website

www.huttigold.co.in. During the year, the Company has earmarked Rs.100.00 lakhs towards CSR activities, as

per the provisions of Section 135 of the Companies Act, 2013. The annual report on CSR activities is annexed

herewith as Annexure-I.

c)

d)

g)

h)

Board Meetings
The Board of Directors met 7 times during this financial year.

Particulars of loans given, investments made, guarantees given and securities provided -

Nil during the year.
Energy conservation, technology absorption and foreign exchange earnings and outgo:

The particulars relating to Energy conservation, technology absorption and foreign exchange earnings and

outgo as required to be disclosed under the Act are provided in Annexure-II to this report.
Extract of Annual Return

As required pursuant to section 92 of the Companies Act, 2013, an extract of annual return is annexed as

part of this Report as Annexure-III.
Particulars of employees and related disclosures

None of the employees of the Company are covered for required disclosures in terms of Section 197 of the

Companies Act, 2013 and rules thereunder.
Corporate Governance

As the shares of the Company are unlisted, the standards on Corporate Governance as set out by SEBI, are
not applicable. Similarly, business responsibility statement and management discussion and analysis reports

are also not applicable.
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J)

k)

10.

Consolidated Financial Statement

As the Company has no subsidiaries, joint ventures and associate companies, the relevant provisions of the

Companies Act read with related Accounting Standards are not applicable.
Vigil Mechanism

The vigilance mechanism policy is in force in the Company.

Other General Disclosures

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:

1. Details relating to fixed deposits covered under Chapter V of the Act.

2. Issue of equity shares with differential rights as to dividend, voting or otherwise.
3. Issue of shares (including sweat equity shares) to employees of the Company.

4. No significant or material orders were passed by the Regulators or Courts or Tribunals which impact

the going concern status and Company’s operations in future.

5. During the year under review, there were no cases filed pursuant to the Sexual Harassment of Women
at Workplace (Prevention, Prohibition and Redressal) Act, 2013.

There are no offences of fraud reported by the Auditor/s during the year.
There are no related party transactions during the year in terms of Section 188 of the Companies Act, 2013.

There are no material changes or commitments affecting the financial position of the Company between

the end of the financial year to the date of this report.

The company is looking to improve its vendor base under MSME category in the procurement of goods
and services. The details required to be furnished in terms of Micro, Small and Medium Enterprises
Development Act, 2006 (MSMED) will be furnished at appropriate time.

The Company has complied with provisions relating to the constitution of Internal Complaints Committee

under the Sexual Harassment of Women at Workplace(prevention, Prohibition and Redressal) Act, 2013.

Director’s Responsibility Statement:

In compliance of Section 134 (5) of Companies Act, 2013, the Directors state that:

(a) in the preparation of the annual accounts, the applicable accounting standards had been followed along

with proper explanation relating to material departures;
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(b)

(©)

(d)
(e)

®

the directors had selected such accounting policies and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the

Company at the end of the financial year and of the profit and loss of the Company for that period;

the directors had taken proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provisions of this Act for safeguarding the assets of the Company and for preventing

and detecting fraud and other irregularities;
the directors had prepared the annual accounts on a ‘going concern’ basis.

the directors have laid down internal financial controls to be followed by the Company and that such

internal financial controls are adequate and are operating effectively.

the directors have devised proper systems to ensure compliance with the provisions of all applicable laws

and that such systems are adequate and operating effectively.

Auditors

(@

(ii)

Statutory Audit

Your Company being a Government Company, the Statutory Auditors to audit the accounts of the Company
are appointed by the Comptroller and Auditor General of India under Section 139 of the Companies Act,
2013. Accordingly, M/s Nath & Associates., Bangalore were appointed as the Statutory Auditors for the
FY 2017-18. The Auditors Report for the year ended 31.03.2018 is annexed herewith as Annexure-IV.

Supplementary Audit

The Accountant General of Karnataka has conducted Supplementary Audit on the accounts of the Company
for the year ended 31.03.2018 as per the provisions of Section 143 (6) (b) of the Companies Act, 2013.
The report of the CAG is annexed as Annexure-V forming part of this report.

(iii) Secretarial Audit

As per the provisions of Section, 204, of the Companies Act, 2013, the Board has appointed M/s TSDJ &
Associates as Secretarial Auditors for FY 2017-18. The Secretarial Auditors report for FY 2017-18 is

annexed to this Report as Annexure-VI.

(iv) Internal Audit

The Internal Auditors M/s Lodha and Bhatt., Chartered Accountants, Bengaluru have undertaken internal
audit as per the provisions of Section 138 of Companies Act, 2013 at periodical intervals and the same

were reviewed at the level of Audit Committee and the Board from time to time.
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Adequacy of Internal Financial Controls

The Company has in place adequate internal Financial Controls with reference to financial statements and the

same were adequate and operating effectively.
Presentation of financial statements

The financial statements of the Company for the year ended 31st March, 2018 have been prepared in accordance
with Indian Accounting Standards (Ind AS) on going concern basis under the historical cost convention on the
accrual basis of accounting and the relevant provisions prescribed in the Companies Act, 2013, besides the
pronouncements/guidelines of the Institute of Chartered Accountants of India. The Ind AS are prescribed under
Section 133 of the Act read with Rule 3 of the Companies (Indian Accounting Standards) Rules, 2015 and
Companies (Indian Accounting Standards) Amendment Rules, 2016. The Cash flow statement for FY 2017-18

is attached forming part of the Balance Sheet.
Secretarial standards of ICSI

Pursuant to the approval from the Ministry of Corporate Affairs, the Institute of Company Secretaries of India
(ICSI) has notified the Secretarial Standards on both the Meetings of the Board of Directors and the General
Meetings to be effective from 1st July, 2015. The Company is complying with the same.

Declaration on meeting the criteria of Independence as per the Companies Act, 2013

The Company has requested the Govt. to appoint independent Directors and the reply is awaited. The provisions

of section 149 of the Companies Act, 2013, will be compiled with in due course of time.
Company’s Policy on Directors Appointment and Remuneration

All Directors are appointed by Govt. of Karnataka.

Formal Annual Evaluation of Board.

All the Directors are appointed by Govt. of Karnataka.

Business Responsibility Report

As the shares of the Company are unlisted the compliance to Regulation 34 of SEBI (Listing Obligations and

Disclosure Requirements) Regulations, 2015, is not applicable for the Company.
Risk Management Policy

The mining operations particularly in underground areas are considered one of the most hazardous activities.
The management has formulated safety management plan to ensure safe of men and equipment as per the

guidelines issued by the Directorate of Mines Safety. The Tripartite meeting between the management, union
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and Director General of Mines Safety is held every year, where, amongst others, safety measures are discussed
and remedial measures introduced immediately thereafter. It is proposed to integrate the output parameters on
existing incidents monitoring system. Periodical consultation are made with Employees and Union in the matters
relating to safety, health and safe handling/use of explosives and chemicals and other substances, besides adequate

trainings being conducted in the matter of maintaining safe and healthy working conditions in HGML.

Manpower:

The total manpower as on 31.03.2018 is 4161. The break-up of employees on 31.03.2018 is given below:-

Particulars Total SC Percentage ST Percentage
Officers 171 30 18% 11 6%
Ministerial 183 49 27% 11 6%
Supervisory 476 118 25% 31 7%
Others 3331 851 26% 496 15%
Total 4161 1048 25% 549 13%

Right to Information Act (RTI)

As a Government Undertaking, your Company has taken necessary action to comply with provisions of Right
to Information Act (RTI) 2005. During the year under report, your Company received 165 applications and 163
applications have been disposed off & 2 were pending as on 31.03.2018.

Projects under Implementation

SL.No. Projects Cost Estimates
(Rs. in cr.)
1. Construction of New Circular Shaft at Hutti 235.00
2. 2 Nos. of 50 TPH Ball Mills at Hutti 59.40
3. Mine Construction & Exploratory Mine Development at South
Hutti and Main Reef at Hutti Mine 99.10
4, 14 MW Solar Power Plant at Hutti 68.58
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Environment Management Policy

The Company follows integration of environmental, social and economic considerations into decision — making

and management, consistent with the objectives of sustainable development as under;
e Compliance with all statutory requirements.
* A continually improving environmental excellence with safer working environment.

*  Openness, transparency, and improved accountability through environmental performance by engaging

with the community.
Chitradurga Gold Unit:

The Government had leased 38.04 Hects. of land to the Company for mining operations at Ajjanahalli, Tumkur
District. The Company started its mining operations in 1995, but the same was stopped in 2002 as the operations
were not viable due to uneconomical and un-oxidised grade of gold ore in this area. However, it is proposed to
revive the operations, if found viable, after processing the existing stock of 2,64,000 MTs of low grade gold ore
lying at Ajjanahalli, 75 kms away from Ingaldhal. Accordingly, the Company is pursuing various clearances

both at the State and Central Governments.
Renewal of Leases
a) RPtoPL areas:
There are 7 applications with 2044 Ha of land which are at various stages for approval at Govt. level.
b) Deemed extension areas (as per MM (D&R) Act, 2015 :

There are 8 mining applications with 1456.31 Ha of land which are at final stages for approval at Govt.

level.
Responsibilities

The day-to-day affairs of the Company are vested with the Board of Directors. The Managing Director is the
Chief Executive Officer (CEO) of the Company, who is assisted by other Senior Officers in managing the day-
to-day affairs. All the major policy decisions are taken with the approval of the Board. Your Board of Directors
are required to comply with the directives and other instructions issued by Government of Karnataka and
Shareholders from time to time. Your Board of Directors represent the interests of the Company, the Government
of Karnataka and the Shareholders, in optimizing long term value by formulating policies, plans, long term
strategies, guidance, advice and timely implementation of plans. The composition of Board is a mixture of

management, administration, financial and technical expertise.
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Future Outlook

India is the second largest consumers of gold next only to China. The production of gold by HGML will meet

just 2 % of gold demand in India. There is a huge scope of opening up of gold sector in India.

But, the gold prices in India are dependent on the ruling international gold prices and vary based on changes in
the global economic factors. As the production of gold by HGML is very minimal compared to a total demand
and supply position of gold, the external factors will affect its operations in case of substantial fall in gold prices
from the present level. Your Company has a regular review of movement in gold prices and will take suitable/
needful actions to sustain its operations including cost reduction measures, in case of adverse movements in the
market. The Govt. of India has proposed gold monetisation scheme and issue of gold bonds so as to reduce
imports on gold which has consequent impact on the Current Account Deficit of the Government. The deposit

under Gold Monetisation Scheme is under consideration and is proposed to implement the same.
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