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INDEPENDENT AUDITOR'S REFORT

To the Members of KATHA (i.e. the Society)

Report on the Financial Statements

We have audited the accompanying financial statements of the Society which comprise the Balance
Sheet as at March 31, 2013, and the Income & Expenditure account for the year then ended. and a
summary of significant accounting policies and ather explanatory information.

Management’'s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance with the
generally accepted accounting principles of India. This responsibility includes the design,
implementation and maintenance of internal control relevant to the preparation of the financial
statemants that are free from material misstatemant, whether due to fraud or error.

Auditor's Responsibility

Qur responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with the Standards on Auditing issued by the Institute of Charterad
Accountants of India. Those Standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance aboul whether the financial statements are free from
material misstatement.

An audit involves performing procedures to oblain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor's judgement; including the
assessment of the risks of materal misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Company's preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of the accounting estimates
made by management. as well as evaluating the overall presentation of the financial statements

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




Opinion

In our opinion and to the best of our information and according to the explanations given to us, said
financial statements together with significant accounting policies and notes thereon, present fairly in all
material respects in conformity with the accounting principles generally accepted in India:

L. in the case of the Balance Sheet, of the state of the affairs of the Society as at March 31, 2013
and,

Il in the case of the Income and Expenditure Account, of the excess of expenditure over income
of the Society for the year ended on thal date.

We also report that:

a) We have obtained all the information and explanations, which to the best of our knowledge
and belief were necessary for the purposes of our audit.

B) In our opinion, proper books of accounts are maintained by the Society so far as appears
from our examination of the books.

c) The Balance Sheet and the Income & Expenditure account dealt with by this report are in
agreement with the books of account.

For V. Sankar Aiyar & Co.

Chartered Accountants
ICAl Firm Regn. No. 109208W
/.-f"
',-
Place : New Delhi ~Rethinam
Dated: 28-09 2013 Partner

Membership No. 010412




MKATHA

Balance Sheeat

As at 31 March 2013
{All amounts in Rupees)

Schedule As at As at
Number 31 March 2013 31 March 2012
SOURCES OF FUNDS
Restricted funds:- 1
Resources for Educating A Child Fund [ REACH Fund) 6,671,791 10,220,709
Fived assets fund 1,297,738 1,463,907
Awards reserve 3,003,444 3,003,444
Green fund 260,147 260,147
Corpus fund 3,170,000 3,170,000
Unrestricted funds:- 2
ED reserve 9,256,051 £.403,200
General fund (1,412.409) 1,389,052
Research and development reserve 8.867,723 10,906,407
31,114,485 38,816,866
APPLICATION OF FUNDS
Fixed assets 3
Met block 4,378,090 4,200,920
Current assets, loans and advances
Inventary 4 7,551,411 10,739,125
Debtors 5 13,950,371 14,889,232
Cash and bank balances 6 21,788,958 14,159,391
Loans and advances 7 2,368,641 3,557,386
45,659,381 43,345,128
Less : Current liabilities and provisions
Current liabilities 8 17,216,100 TAT0222
Provisions 9 1,706,886 1,358,960
18,922,986 §,829,132
Met current assets 26,736,395 34,515,946
31,114,485 38,815,866
Significant accounting policies and notes to the accounts 16

The schadules referred to above form an integral part of the financial statements,
As per our report of even date attached
For V. Sankar Aiyar & Co. Forand on behalf of Katha

Chartered Accountanis ; =
Firm Registration No.:109208W — :___E_-__-:_-_: .

Mrs. Geeta Dharmarajan
Executive Director

Meambership No.: 010412

Place: New Delhi . q - 2217
Date:
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MHKATHA

Income and Expenditure Account
For the year ended 31 March 2013
[all amounts in Rupees)

Schedule Year ended Year ended
Number 31 March 2013 31 March 2012

Income
Grants recelved 10 29,786,017 40,606,622
Sale of publications 7,842,827 5,295.491
{Net of 5ales returns)
Other income 11 1,944,356 2,762,954

39,573,200 52,665,068
Expenditure
Increase/decrease in stock 3,449,272 509,411
Programme expenses 12 23,109,639 30,113,937
Personnel expenses 13 15,754,267 19,951,006
Administrative and other expenses 14 5,354,293 8.634,832
Depreciation 1,947,062 1,534,055
Finance and bank charges 15 103,859 55,077

45,718,392 60,798,318
Less: Transterred to fixed assets fund (166,169) [188,692)

49,552,223 60,609,626
(Deficit)/Surplus for the year [9,979,023) {7,944,558)
: Transferred from/to Reach Fund 4,674,103 3,721,175
: Transferred from Research And Development Reserve 2,038,684 1,623,049
: Transferred from/to General Fund 3,266,236 2,600,335
Significant accounting policies and notes to the accounts 16
Theschedules referred to above form an Integral part of the financial statements,
As per our report of even date attached
For V. Sankar Alyar & Co, Forand on behalf of Katha
Chartered Accountants
Firm Registration No.:109208W

e

Membership No.: 010412

Place; New Delhi

Date: 2p_ o9 - 2.-;?‘3

Mrs. Geeta Dharmarajan
Executive Director



MhKATHA

schedules forming part of the accounts
(Al amounts in Rupees)

As at As at
31 March 2013 31 March 2012

Schedule - 1

Restricted fund

Resources for Educating A Child Fund | REACH Fund)

Opening balance 10,220,709 12,438,847

Add: Transfer from Income and Expenditure Accoumt -

add: Other reach fund donations 350 1970

Add: Katha community contribution 1,124,835 1,501,067

Add: Transfer to Income and Expenditurs Account (4,674,103} {3,721,175)

Less: Utilised for education facility expenses - .
6,671,791 10,220,709

Fixed assets fund:

Opening balance 1,463,307 1,652,599

Less: Transfer from Income and Expenditure Account representing

depreciation on fixed assets 166,169 188,692
1,297,738 1,463,907

Awards reserve

Opening balance 3,003,444 2,003,444

Add: Contribution received E 1,000,000
3,003,424 3,003,444

Green fund

Opening balance 260,147 -

Add! Transfer from Income and Expenditure Account 260,147

' 260,147 260,147

Corpus fund

Opening balance 3,170.000 470,000

Add: Transfer from project expenses . 2,700,000
3,170,000 3,170,000

Schedule -2

Unrestricted funds

Executive Director reserve

Opening batance E,403,200 7.420,860

Add: Executive Director 's contribution to projects 852,851 a§2,340
9,256,051 8,403,200

General Fund:

Opening balance 1,389,052 3,989,387

Add: Transter from Income and Expenditure Arcount -

Add: Pravision made in the earlier yearand na longer required 464,775

Add: Transfer to Income and Expenditure Account (3,266,236) {2,600,335)

add: Transter from grants for asset : :
(1,412.409) 1,389,052

Less: Adjustment of grants nat recelved - -
[1,412,409) 1,389,052

fesearch And Development Reserve —
Opening balance 10,906,407 , i‘"‘“"”a‘crn 529,456
Add: Transfer to Income and Expenditure Account (2,038,684
Less: Bad debts written off .3 [ & -
)& Bsgjn
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MHKATHA

Schedules forming part of the accounts

- —

{All amounts in Rupees)
Schedule - 3
Fixed assets
Additions 1st | Additions 151 Written down
Particulars 1 ﬁ::ila;ﬂu Aprit 121030 | Oct12to 31st | Additions M]?;:Bf i 31 MMI'::MS I::f::f“hn value as on
Sept 12 Mar 13 i , YE30 1 31 March 2013
Tangible assots
Leasehold iImprovements 516,580 - 516,980 315183 201,787
Budlding 241,677 - - 241,677 24,168 217,509
Furniturs and foctures 116,179 6,000 6,000 122179 11,918 110,261
Computers 496,111 1,341,263 . 1,341,263 1,817,374 1,102,425 734,549
Office squipment 1,183,788 JTTATE 299,790 B676,268 1,860,756 255,629 1604127
Jmum
Trade Mark 5,905 5,906 1,477 4430
Software 276,372 276,372 69,083 7.2
Current year (A) 2,837,014 1,718.441 305,790 2,024,231 4,861,245 1,760,893 3,080,352
Previous year [C | 3,780,175 39,848 362,353 402301 4,182 376 1345363 1,837,013
Fixed assets against grants
Additions 15t | Additions 1st Written down
Particulars . AR:l::.Ul , | Aeil121030 | Oct12t031st | Additions wmm!“mm " M”";* e I:'f m' 'd'u‘:f value as on
P Sept 12 Mar 13 ’ orime¥eal || 31 march 2013
Tangibly assets
Buflding 538,580 998,580 599,858 898,722
Furniture and fixctures 71,596 11,996 7,200 64,796
Computers 249 - 248 149 100
Oifice equipmant 303,082 333,082 58,961 334120
Current year (B} 1,463,906 - = - 1,463,906 166,169 1,297,738
Previows year [D] 1,652,599 1,652,599 188,692 1,463,907
Total Currant Year|A}+[8) 4,300,920 1,718,351 305,790 2024231 - 6,325,151 1,947,062 4,378,050
Total previous year [C j+ (D) 5432774 39,848 362353 402,201 5,834,975 1,534,055 4,300,920
Far the year For the year
31 March 2013 31 March 2012
Depreciation as per above schedule 1,947,062 1.535.055
Lirss Charged to fed assets fund 166,163 188,632
Depraciation as per Income and
Expenditute account 1,780,893 1,345,363




HKATHA

Schedules forming part of the accounts
{All amounts in Rupees)

Schedule - 4

Inventaory

Clasing stock of books

Less: Provision for slow moving stock

Schedule -5

Sundry debtors

Marketing debtors

Projects Recelvables|Refer annexure A)

Less :- Provision for doubtful debts

Schedule - 6

Cash and bank balances

Balance with scheduled banks in:
- saving banks account
- fixed deposits

(Pledged against guarantees issued by Bank )

Schedule -7
Loans and advances

{Unsecured, considered good unless otherwise stated)
Advances recoverable in eash or in kind or for value to be received

Security deposits
Interest accrued but not due
TDS receivable

Schedule -8
Current liabilities
Sundry creditors

Bank Overdraft (Secured against Fixed Deposits)
Carried forward project funds (Refer annexure A)

Other liabilities

Schedule -9

Provisions

Provision for gratuity

Provision for leave encashment

As at As at

31 March 2013 31 March 2012
7,867,669 11,316,941
316,258 577,812
7,551,411 10,739,129
5,466,398 6,753,661
9,037,619 8,914,500
14,504,017 15,668,161
553,645 778,939
13,950,371 14,889,222
6,322,282 3,619,892
15,466,676 10,539,499
21,788,958 14,159,391
2,650,000 "~ 300,000
186,138 1,619,048
513,346 871,442
820,623 356,956
848,534 709,940
2,368,641 3,557,386
5,661,334 6,038,458

3,957,587 -
2,768,730 343,034
4,828,449 188,730
17,216,100 7,470,222
1,459,278 1,312,627
247,508 46,333

1,358,960




MOKATHA

Schadules farming part of the accounts

{All armmounts in Rupees)
A5 at As at
1 March 2013 31 March 2012
Schedule - 10
Grants received
Specific Purpose Funds [Refer Annexure-Aj 28.017.27T 35,804,741
General Dotiations 1,768,740 3,801,881
159,786,017 /0,606,622
Schedule - 11
Othar incame
Interest on fiwed depouts 1.532.085 791851
Interest on saving bank accounts 210,677 15,115
Misceilaneous income 141,594 1,645 388
1,944,356 2,762,954
Schedule - 12
Programme expenditure
Education material development E.033.662 B27.412
Cansultant fee and expenies 1,614,343 LB02 B26
Purchases of books and handicratis (716 118} 368,516
Kathathala school expenses 15,652 911 15,265,155
Profect implementation pxpenses 1674376 7,658,973
Saley and distribution cost 229,035 159,301
Sales retum . 454,775
25,688,159 34,690,470
Liess: Kathashala school expenses 3,578,520 4,576,533
Taotal Net 23,109,635 30,113,937
Schedule - 13
Personniol axponses
Salaries and wages 23,628,431 26,298,788
Employes benafits 1397214 2040 483
Sttt wellare 193,555 230472
25,214,300 28,569,743
Less: Kathashala school expenses 8,459,933 5.618,737
Total 15,754 267 15,951,006
Schedube - 14
Adminigstrative and other expences
Busness promanan 464,518 497 51
Commurnicatian 547,535 637.661
Electricity expenses 551778 26,33
Insurance Expensas 0578 38 557
Legal and prafessons 61,268 54005
Frinting and stationary 610,367 1041506 |
Hates and taes - 15,855
Ront 2ATLT 3,856,219
Begais and maintenance IER.AT3 289,315
Security charges 733,508 85140
Traveling and conveysnoe 1,512,891 1536569
Price Money 60,000
Prenision for bad and doubtful debts 366,432 778,939
Discount on sales -
Provision for siow mioving stock {261,554) 577,512
Licenos Fees 518,736
Transportation Expenses &, 760
Production Costs 10,148
Bad debts written off 9.15,926
Less: Ad|ustmant againsl provisions 581,726 124,200 265,298
fsecallaneout sxneniey 77,000 4,497
8,127,464 11,386,257
Less: Kathashala school expenzes 271347 2751465
Total 5,354,293 8,634,832
Srhedule - 15
Finance and bank charges
@ank charges 132,330
Othier intenest 12516
155,146
Less: Kathashala school efpenses 51.287

Total 103,859




Katha
Schedules forming part of the financial statements
(Al amounts in Rupees)

Schedule 16 — Significant accounting policies and notes to the accounts

i)

b)

Backeround

Katha was registered under the Societies Registration Act, 1860; vide registration certificate no.S-
20336 dated 8th September 1989. The Society has been granted registration under section 12A of the
Income Tax Act, 1961.The Society has been approved under section 80G (35) (VI) of the Income Tax
Act, 1961.The Society is registered under the Foreign Contribution (Regulation) Act, 1976, (FCRA)
(since replaced by FCRA 2010) for carryving out activities of social nature with registration
no. 231650637,

Started in 1988 10 enhance the joys of reading and the love of books. Katha started the Katha Lab
School in the poverty-ridden slums of Govindpuri in 1990, where most children worked to support their
families.Katha's work supports the overarching Right to Education, Sarva Shiksha Abhivan and
National Curriculum Framework, 2005 goals that address quality. pedagogy. teacher education and
capacity development for all children across social. economic divides to meet the Millennium
Development Goals (MDGs),

Significant accounting policies
Basis of accounting

The financial statements have been prepared and presented on the accrual basis under the
historical cost convention. The Accounting Standards issued by the Institute of Chartered Accountants
of India are applicable to non-profit entities, only if any part of the activities
of the entity is considered to be commercial, industrial or business in nature. The Society is not
carrying on any activity in the nature of commercial. industrial or business.
Therefore, the Accounting Standards are not mandatory and have been followed to the extent
practicable or relevant. The accounting policies have been consistently applied by the Society.

Use ol estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires the management to make estimates and assumptions that affect the reported amounts of assets
and liabilities, the disclosure of contingent liabilities on the date of the financial statements and the
reported amounts of revenue and expenses during the reporting year. Actual results could differ from
those estimates, Any revision to accounting estimates is recognised prospectively in current and future
periods,

Revenue recognition

Grants

Cirants are recognized as income when there is reasonable certainty that the Society will comply with
the conditions attached to them and the grant will be received.

Grants relating to depreciable assets are credited to fixed assets fund which is recognized in the Income
and Expenditure account by way of a depreciation charged over the useful lives of il‘hg.asac;?,q
. J},ﬂ
.
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Katha
Schedules forming part of the financial statements
(All amounts in Rupees)

Schedule 16 — Significant accounting policies and notes to the accounts

d)

e)

g

Interest income

Interest on fixed deposits is recognised on a time proportion basis taking into account the amount
outstanding and the rate applicable.

Fixed assets and depreciation

Fixed assets are stated a1 historical cost less accumulated depreciation. Cost includes taxes, duties,
freight and other incidental expenses related (o acquisition and installation.

Depreciation on fixed assets is charged on written down value method at the following rates and in
accordance with the Income Tax Act, 1961

Particulars Rates of depreciation |
(per annum)

Building 10% |
Furniture and fixtures 10 %

_ Computer equipment 60% |

Office equipment 15% |

Trade mark “hhaln | 25% |

{ Software - AT - ?_S%J

Leasehold Improvements are depreciated over the period of lease or the useful lives of assets,
whichever is lower,

General funds

The surplus/ deficit from Income and Expenditure Account is transferred to general funds, which js
unrestricted in nature and is available for furtherance of the objective of the Society in future periods.

Restricted funds

The Society receives funds which are restricted in nature from foreign and Indian sources. Revenue
from restricted fund is recognised during the year in the Income and Expenditure Account to match the
related expenditure. The balance amount js carried forward in the restricted fund for use in future
periods,

Expenditure

The Society implements its programmes for children’s education and its others objective by itself and
o programmes are sublet to any other organization Accordingly, expenditure incurred by the Society
during the year to be implement their projects are charged to the Statement of Income and Expenditure.




Katha
Schedules forming part of the linancial statements
(All amonnts in Rupees)

Schedule 16 — Significant accounting policies and notes to the accounts

h)

i)

i)

k)

a)

b)

¢)

Provisions and contingent liability

A provision is recognised in the financial statements where there exists a present obligation as a result
of a past event. the amount of which is reliably estimable, and it is probable that an outflow of resources
would be necessitated in order to settle the obligation. Contingent liability is a possible obligation that
arises from past events and the existence of which will be confirmed only by the occurrence or non-
occurrence of one or more uncertain future events not wholly within the control of the enterprise, or is a
present obligation that arises from past events but is not recognised because either it is not probable that
an outflow of resources embodying economic benefits will be required to settle the obligation, or a
reliable estimate of the amount of the obligation cannot be made.

Foreign exchange transactions

Transactions in foreign currency are recorded at the exchange rate prevailing on the date of transaction.
Foreign currency assets and liabilities are restated at the rate prevailing as at the date of Balance Sheel.
The difference between the year-end rate and exchange rate as at the date of transaction, if any is
recognized as expense or income in the Income and Expenditure Account.

Emplovee benefits
I'he Society makes regular contribution towards Government Provident Fund.

The Society has entered into an  arrangement with Life Insurance Corporation (LIC)
towards accruing liability for future payment of gratuity. Provision for leave encashment has been made
on actual calculation.

Leases
Lease payments in respect of operating lease are recognized as an expense in the Income and
Expenditure Account on a straight line basis over the period of lease.

Notes to Accounts

Leases
The Society has taken office premises and project premises under operating lease arrangements. The
lease rent charged to Income and Expenditure Account is Rs.21,72,726 (Previous year Rs, 3,856,219),

The Society has been following written down value method of depreciation on its fixed assets, In the
absence of detailed records of original cost of assets, the books of account indicate only the written
down values and not the original cost, As a resull, Schedule 3, “Fixed Assets” in these financial
statements, does not indicate original cost and accumulated depreciation.

During the year 2012-2013, Katha has changed the policy for valuation of stock. This year stock of
books is valued at 50% on Discounted MRP for moving stock and 35% on Discounted MRP for slow
moving stock, while the previous year stock of books were valued on cost of production basis. This
has resulted in the stock being valued lower by Rs.33.29.015.

aaaya
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Katha
Schedules forming part of the financial statements
(All emonnts in Rupees)

Schedule 16 — Significant accounting policies and notes to the accounts

fee for the curriculum development writing, editing and designing done by her for the various projects
of the Society. The general body had decided that amount for her creative services be transferred to
Executive Director Reserve and this reserve is fully governed by the body itself which is to be utilized
for education and development programme,

€) The amount unspent on projects of Rs.27,68,730 is carried forwarded as “Carried forward Projects
Funds™ under the head Current Liabilities.
N Gratuity
A sum of Rs.3,01.153 (Previous year Rs 452,770) is recognized as an expense and included in
“Personnel expenses” in the income and expenditure account.
g) Contingent Liability
In respect of Assessment Year 2010-11, the Assessing Officer has not allowed the benefit of Section
Il of Income Tax Act 1961 and has received a demand of Rs.1,538,817.The Society has filed an
appeal before the Commissioner of Income Tax (Appeals). which is pending.
h) Previous vear figures have been regrouped / reclassified, wherever necessary to conform to the current
vear classification,
i) The previous year financial statements have been audited by another firm of Chartered Accountants.
For V. Sankar Aivar & Co. For and on behalf of Katha

Chartered Accountants
Firm Registration No.: 109208W

Membership No. 010412

Place: New Delhi
Date : ?ﬁfﬂq 2011
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HKATHA

Recoipts and Paymaents Account for the year ended 31 March 2013

fAll amounts in Indlon Augees)
Year ended Year ended Year ended Year ended
fiecyiyte 31 March 2013 | 31 March 2012 2t ] 31 March 2013 | 31 March 2012
Opening cash and Bank balance 1,619,893 8,327,300 |Education material development 3,905,463 3457411
Frojects receipts 27,894,158 29, 188,350 [Consultant fee and cxpénies 958,095 47, (84
Security deposit refundod disring the year 61,000 148,127 |Purchases of books and handicrafts 149.459) 557,853
Fixed deposit matured during the year B.939 459 9,388,338 |Kathashala school expenses 15,862,911 15,365,155
Other donations 1. 768,740 3,801,881 |Project implementation expenies (2175, 245) 5,305,953
hMisceltaveous income 141,594 1,545, 388 |Sales and distribution cost 155,761 119,376
Sales from publications H.667,761 £,848,495 |Salaries and wages 13,708,781 17015537
Corpus grant 2,700,000 |Employes benefits 364,828 1,253,426
Interest income raceiyed 1,339,095 T60,610 |Stalf welfare 129571 172,710
Other reach fund donations 150 1,501,067 |Business promotion 184,690 3724846
Award Reserve 1,000,000 |Communication 402,551 439,757
ED Resarve 852,851 Flectricity expanses Er 536,522
Reach Fund 1.124.835 Insarrance (130.109) 171,096
Legd and professional 6,751 375,602
Printing and statianary 254,291 TEB.659
Rates and taxes 103,575
Rent 472,854 2,605,954
Repalr and maintenahce [35.503) 348,331
Security charges 491,299 B48.315
Traymling and conveyance 999,163 1,119,208
Ugance Fees 1714750
Transpodtatiom Expenses 4525
Production Costs 6,793
Prize Maoney 174,051
Miscellaneous expenses [259,146) 9567
Bank charges BES519 #0,045
Dtk ierest 15,340 15,031
Advances recelved during the year {21,702)
Fised deposit given during the year 11,566,676 B.833.214
Securtly Deposit paid during the year 2,508 15,000
Tax deducted by the banks 138.5%4 9,455
Provisson for Doabtful debts 225294 -
furchase of fixed assets 2)024,231 a4z, z0n
Closing cash and bank balance 2,264,695 3,615,893
54,409,775 67,309,557 54,408,775 67,309,556
For V. Sanker Alyar & Co. For 2nd on behalf of Katha
Charterad Accourriants

Firm Registraton Mo 105208W

V. Rethinam
Partmed
Membership No.: 010413

Place: New Dolhi
Date:

Mrs, Geeta Dharmarajan
Executive Director
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