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Separate Audit Report of the Comptroller and Auditor General of India on
the Accounts of Mumbai Port Trust, Mumbal for the year ended 31 March
2015

We have audited the attached Balance Sheet of Mumbai Port Trust (MbPT) as at
31 March 2015 and the Profit and Loss Account for the year ended on that date
under Section 19{2) of the Comptroller and Auditor General’s {Duties, Powers
and Conditions of Service) Act, 1971 read with Section 102(2) of Major Port
Trusts Act, 1963. These financial statements are the responsibility of the
Mumbai Port Trust’s management. Qur responsibility is to express an opinion on
these financial statements based on our audit.

2. This Separate Audit Report contains the comments of the Comptroller and
Auditor General of India (CAG) on the accounting treatment only with regard to
classification, conformity with the -best accounting practices, accounting
standards and disclasure norms, etc. Audit ohservations en financial transactions
with regard to compliance with the Law, Rules and Regulations {Propriety and
Regularity) and efficiency-cum-performance aspects, etc, if any, are reported
through Inspection Reports/CAG’s Audit Reports separately.

3. We have conducted our audit in accordance with auditing standards
generally accepted in India. These standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatements. An audit includes examining on a test
basis, evidences supporting the amounts and disclosure in the financiai
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overail
presentation of financial statements. We believe that our andit provides a
reasonable basis for our opinion.

4. Based on cur audit, we report that:

()  We have obtained all the information and explanations, which to the best
of our knowledge and belief were necessary for the purpose of our audit;

{ii) The Balance Sheet and the Profit and Loss Account dealt with by this
report have been drawn up In the format approved by the Board of
Trustees under Section 102(1) of the Major Port Trusts Act, 1963;

(iii) In our opinion, proper books of accounts and other relevant records have
been maintained by the Mumbai Port Trust as required under Section
102(1) of the Major Port Trusts Act, 1963 in so far as it appears from our
examination of such books.

(iv] Woe further report that:



A. Balance Sheet
A.1  Reserves and Surplus - Rs.3594.04 crore

As per Common Framework for Financial Reporting for Major Ports, any debit
balance of the Profit and Loss Account should be deducted from the unspecified
reserves. In the absence of any balance in any of the unspecified reserves, such
debit balance should be shown in the asset side of the Balance Sheet.

{i] The loss on merger of Ex-Bombay Dock Labour Board amounting to
Rs.1758.90 crore was adjusted from Fund for Replacement, Rehabifitation and
Modernisation of Capital Assets. This has resulted in understatement of Fund for
Replacement, Rehabilitation and Modernisation of Capital Assets and
understatement of deficit by Rs.1758.90 crore,

(ii)  Net deficit of Rs.154,8% crore was adjusted from Fund for Development,
Repayment of Loans and Contingencies. This has resulted in understatement of
Fund for Development, Repayment of Loans and Contingencies by Rs.154.81
crore, overstatement of General Reserve by Rs.41.49 crore and understatement
of deficit by Rs.113.32 crore.

A.Z  Corrent Liabilities and Provisions ~ Rs.4559.68 crore
Read with Note No, 1(d) of Notes to Accounts

As per Accounting Standard 15 (Employee Benefits} where the liability for
retirement benefits was funded through creation of a trust, the eost incurred for
the year should be determined actuarially, The Actuary’s Report specified the
contribution to be made by the employer on annual basis during the valuation
period. This annual contribution reported in the Actuary’s Report was required
to be charged to Profit and Loss Account each year. MbPT has not provided for
Pension Fund, Gratuity Fund and Leave Encashment Fund as per the Actuarial
Valuation Report provided by the Life insurance Corporation of India as per
details given below:

Rs in crore
Sr, | Name of the Fund | Actuarial Liability | Fund Balance as | Deficit
No. as par LIC as onjon 31 March
31 March 2015 2015

1. | Pension Fund 8588.60 6069.30 2515.20
2. | Gratuity Fund 660.10 48157 178.53
3. | Leave Encashment 363.05 90.00 273.05

Fund

Total 9611.75 6640.87 2970.88

This has resulted in understatement of Current Liabilities and loss by Rs.2970.88
crore. Consequently, the figures given in Note No.1(d) of Note to Accounts
required to be changed.
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A3 Current Assets, Loans and Advances
Cash Balance on Hand - Rs.2.27 crore {(Schedule V) *

Imprest cash as per details furnished by different imprest account holders is
Rs.0.58 crore against Rs.2.27 crore depicted in the accounts. This has resulted in
overstatement of Cash in Hand and understatement of loss by Rs.1.69 crore.

B. Profit and Loss Account
B.1  Deferred Tax - Rs.70.49 crore

This includes Rs.70.49 crore being Deferred Tax Assets recognised by the Port
during 2014-15. According to Accounting Standard 22 (Accounting for Taxes on
Income), deferred tax asset should be recognised only to the extent that there 15
reasonable certainty that sufficient Fature taxable income will be available

agalnst which tax can be realised. The standard further provided that the
reasonabie level of certainty would normally be achleved by examining the past
records of the enterprise and by making realistic estimates of the profits for the
future,

As MbPT has incurred losses during 2012-13 to 2014-15 and as per the
staternent of Income and Expenditure Account submitted to Tariff Authority for
Major Ports, the projected loss for the years 2015-16 and 2016-17 is Rs.416.50
crore and Rs.435.59 crore respectively. In view of the losses incurred during
2012-13 to 2014-15 and projected loss for the years 2015-16 and 2016-17,
recognition of deferred tax asset is not in order. This has resulted in

overstatement of deferred tax asset and understatement of deficit by Rs.70.49
crore.

B.2 Finance and Miscellanegus income
B.2.1 Interestearned on earmarked funds - Rs.196.77 crare

This includes Rs.196.77 crore being the interest earned on earmarked funds. As
per Common Framework for Financial Reporting for Major Ports, income
accruing on investments which are earmarked against specific funds should be
credited to the respective fund account and the expenditure relating to
respective fund shall be debited to the respective fund account. As MbPT
credited the interest earned on earmarked funds to Profit and Loss Account, the
earmarked funds and deficit for the year are understated by Rs.196.77 crore.

C. Notes to Accounts

(i) As per Commeon Framework for Financial Reporting for Major Ports,
estimated amount of contracts remaining to be executed on capital account and
not provided for should be disclosed in the accounts. However, MbPT has not
disclosed Rs.101,90 crore being the estimated amount of contracts remaining to

be executed on capita! account and not provided for as on 31 March 2015 in the
accounts,



(i}  Service Tax of Rs.14.51 crore demanded by the Commissioner of Service
Tax in April 2013 has not been disclosed as contingent liability.

(ili) A reference is invited to Note No XIV of Notes to Accounts wherain it is
stated that the investment as on 31 March 2015 is Rs.3404.64 crore whereas the
actual investment as on 31 March 2015 is Rs.2706.67 crore.

D. Effect of Audit Comments on Accounts

The net impact of the comments given in preceding paras is that the assets are
overstated by Rs.72.18 crore, liabilities are understated by Rs5.503%.87 crore and
deficit is understated by Rs5112.05 crore. Further, estimated amount of
contracts remaining to be executed on capital account and not provided for
ameunting to B5.101.90 crore has not been disclosed. Service Tax of Rs.14.51

crore demanded by the Commissioner of Service Tax in April 2013 has also not
been disclosed as contingent Hability.

(v)J  Subject to our observations in the preceding paragraphs, we report that
the Balance Sheet and Profit and Loss Account dealt with by this report
are in agreement with the hooks of accounts;

(vi) [n our opinicn and to the best of our information and according to the

explanations given to us, the said financial statements read together with
the Accounting Policies and Notes to Accounts, and subject to the

significant matters stated above and other matters mentioned in
Annexure-1 to this Audit Report give a true and fair view in conformity
with accounting principles generally accepted in India;

(8) In so far as it relates to Balance sheet, of the state of affairs of
Mumbai Port Trust Board at 31 March 2015; and

{b}  In so far as it relates to the Profit and Loss Account of the deficit
for the year ended on that date,

5. A Review of Accounts showing the summarized financial results of

Mumbai Port Trust for the last three years ended 31 March 2015 is given in
Annexure -[l.

For and on behalf of the
Comptroller and Auditor General of India

MQ&

(Roop Rashi)
Principal Director of Commercial Audit and %
Ex-officio Member, Audit Board-i, Mumbai

Place: Mumbai,
Date: 30 September 2015,
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Annexure |

1. Adequacy of Internal Audit System

It was stated by the Port that the internal audit was entrusted to the Internal
Audit Wing. However, no internal audit report was submitted by the Internal
Audit Wing for the year 2014-15. In the absence of any internal audit report, the
adequacy of Internal Audit System in the Port cannot be commented.

2. Adequacy of [nternal Control System

The Internal Control System of the Port reguires strengthening as {i) there was b
no system of obtaining balance confirmation in respect of Sundry Debtors and
Loans and Advances; (li) advance received from customers were kept as
Misceilaneous Deposit without reconciliation; (iif) age-wise analysis of Sundry
Debtors was not carried cut as provided in the Common Framework of Financial
Reporting for Major Ports; (iv) there was no system of obtaining confirmation of
imprest balances periodically; (v) there was no system of verification of Imprest
Cash Book; and (vi) entries in the Imprest Cash Book are made with pencil:

3. Physical Verification of Fixed Assets

As per the policy followed by the Pert, Physical Verification of Fixed Assets was
carrled out once in five years. It was stated by MbPT that physical verification of
MbPT’s assets was done once in five years in terms of decision taken by the
Board of Trustees in 1969 and 1970 and physical verification for the period from
1 April 2008 to 31 March 2013 was in hand. The reply of MbPT is not acceptable
as (i) the decision taken by the Board of Trustees in 1969 and 1970 was quite
outdated and required tc be changed to increase the periedicity and {ii) physical

verification for the period from 1 April 2008 to 31 March 2013 cannot be carried
out 2015-16 as the period is already over.

4 System of Physical Verification of Inventory

Physical verification of all the inventories has not been carried gut for the year
2014-15.

il

(C. 5. Panwar)

Deputy Director
Place: Mumbai,

[rate; 30 September 2015.
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Annexure -1l

Review of Accounts of Mumbai Port Trust for the year ended 31 March
2015 by the Comptroller and Auditor General of India.

(This Review of Accounts has been prepared without taking into account the
audit observations/comments contained in the Audit Report of the Comptroller
and Auditor General of India)

1. Financlal Position

Financial position of the Port Trust under the broad headings for the three years ?
ended 31 March 2015 was as foliows:
; ; Rs. in crore

Year 2012-13 2013-14 | 2014-15
{A) Liabilities
{1 {apital Reserve 5 1054.5& 125475 1267.01
{ii)  Other Reserve 4477.03 | 4249.09 2327.03
tiit)  Current Lizbilides and Provisions 4385.62 4411.8B2 4559.68
[iv)  Deferred Tax Liability 9.01 -74.38 -144.88
Total 9926.22 | 9841.28| 8008.84
{B) Assets
{i) Fixed Assets (Gross Block) 1428.99 1483.87 1643.25

Less: Depreciation . 913.83 G972.34 990.32

Net Fixed Assets 515.16 511.53 652.93

Work-in-Progress 539.40 743.22 614.08
Total 105456 | 1254.75 1267.01
{ii)  Investments 4470.78 3404.64,| 2706.67
{iii] Current Assets 4400.88 5012.05 3805.59

iv] Accumulated Deficit Nil Nil Nil
{(v]  Misc. Expenditure Ni) 169.64 229,57
{vi] Deferred Tax Asset Nil Nil Ni)
Total 992622 | 9P41.28| 8008.84
()  Working Capital * 15.26 600,23 -754.09
(D]  Networth** 5531.59 SE03.84 31594.04
{E]  Capital Employed*** 530.42 1111.76 -101.16
H Eakk

(F}  Return on Capital Employed {%) 313 T e
(G) Capital Employed (including W-::-rk-

in-Progress) 1069.82 1854.98 512.92
(H) Return on Capital - Employed _

[including Work-in-Progress) (%) -1.55 -0.77 22717

% Working Capital represents Current Assets minus Current Liabilides and

provisions.

e Net Worth represents Capital Reserves and other Reserves.
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k&

Capital Employed represents Netr Fixed Asset plus Working Capital
{worked out as indicated above”]).

L led

Return on Capital Employed percentage of Total Surplus to Capital
Employed.

Mote: Other Reserve represents General Reserve, MbPT Centenary
Commemeoration Fund, and Fund for Development, Repayment of Loan and
Contingencies, Fund for Replacement, Rehabilitation and Modernisation of
Capital Assets, Fire and Motor Insurance Fund, War Memorial Fund and
Employees Welfare Fund.

2. Working results

The working results of Mumbai Port Trust for the last three years ending 31
March 2015 are summarised below;

Rs. in crore

Particulars 2012-13 | 2013-14 | 2014-15
{A) Revenue
(i) Operating [ncome 1154.44 | 1304.88 | 139978
(iiy  Non-Operating Income 448 40 343.23 226.63
Total - 1602.84 | 1648.11 | 1626.41
(B} Expendlture '
(i) Operating Expenditure 945.09 065.82 | 1068.10
(i) Non-Operating Expenditure 728.26 799.07 78831
Tatal 1673.35 | 176489 | 1856.41
Profit before tax -70.51} -116.78 -230
{C) Total Surplus/Deficit before

appropriation -16.60 -14.19 | -139.35
(D) Less: Mandatory  appropriation

transfer to Reserve Funds 25.96 19.19 15.46
(E)] Net Surplus/Deficit t{ransferred 1o

General Reserve Fund -42.56 -33.38 | -15481
(F1  Percentage of Total Surplus/Deficit to:
[]] {]perati ng Income -1.44 -1.09 995
{ii}  Met Fixed Assets -3.22 -2.77 -21.24
(iii) Net Worth -0.30 -0.26 -3.88

3. Ratlo Analysis (Liquidity and Solvency)

Some important ratios on liguidity and solvency and on financial health of
Mumbai Port Trust are shown below:

Particulars

2012-13

2013-14

2014-15

Current Assets to Current Liabilities

1.00

1.14

0.83
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| Quick Assets to Current Liabilities {Quick
Assets represent Sundry Debtors, interest
due to port, cash and bank balances) 0.85 0.92 1.10
Sundry Debtors to Operating Income 161 1.50 154
Percentage of Net Deficit before tax to:
(i) Qperating Income -6.11 -8.95 -16.43
(i}  Net Fixed Assets -13.69 -22.83 -35.23
{iii)  MNet Worth -1.27 -2.12 -6.40

Place: Mumbai,
Date: 30 September 2015.

&5

ot

(€. 5. Papwar)

Deputy Director
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{K.G. Nath)

Flnancial Advisor and
Chiet Accounts Officer,
Mumbai Port Trust,
Place ; Mumbal

Date : 6™ October 2015.
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MUMBAI PORT TRUST
FINANCE DEPARTMENT

Action Taken Notes on the separate Audit Report of the Comptrolier and Auditor General of India on
the Accounts of Mumbai Port Trust, Mumbai for the year ended 31 March 2015.

Audit Observations Action Taken Notes

A. Balance Sheet

A.1 Reservas and Surplus — Bs.2594.04 crore

As per Common Framewark for Financial
Reporting {CFFR) for Major Ports, It is also
mentioned that: Reserves are that portion of the
eamnings, receipts or other surplus of an
enterprise  [whether capital or revenue}
.appropriated by the management for genaral or
specific purpose other than a provision for
depreciation ar diminution in the value of fxed
assets or for a known liability. Reserves can
broadiy be classifted as ;

As per Common Framework for Financial
Reparting for Major Ports, any debit balance of
the Profit and Loss Account should be deducted
from the unspecified reserves. tn the absence of
any balance in any of the unspecified reserves,
such debit balance should be shown in the asset
side of the Balance Sheet.

{a) Capital Reserve
(b} General Reserve
(c) Statutory Reserve,

The reserves are not classified as specific or
unspecific in the CFFR. The purpose of Reserves
may be general or specific. The very name of the
Funds indicate the purpose for which they are
created and the monies In the Funds can be
used only for that purpose.

(i) The loss on merger of Ex-Bombay Oock The observation is not correct. In reply to

Lebour Board amounting to Rs.1758.90 crore
was adjusted fram Fund for Replacement,
Rehabilitation and Modermisation of Capital
Assets. This has resulted In understatement
of Fund for Replacement, Rehabliitation and
Modernisation of Capital Assets and
understatement of deflcit by Rs.1758.90
crore.

compensate the Ex-BDLB accumulated foss the
Ministry of shipping vide their letter no. LB-
13022/4/97-L-IV dated New Delhi the 29" May-
2006, has informed that the BOLB as a statutory
body, Is exclusively rasponsible to generate its
own funds by exploiting its own resources and
to utilize the same within the ambit of the
scheme, inter alia for payment of its debts due
and owing 10 its workers and employees
including payments of the retirement benefits to
the workers and employees.

Accordingly while preparing the Revised BE
2014-2015, MbPT has made provision to
withdraw Rs. 1500.00 crore the accumulated
loss of BDLB upto 31.03.2014 from the Fund for
Replacement, Rehabilitation and Modemisation
of Capital Assets (RRM). The Revised BE 2014-
2015 is _approved by Ministry vide No. PD-
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2015/372014-PDAI dated Mew Oelki, the 27
January 2015.

Hence actual loss of Rs. 1752.80 crore as on
31.03.2014 was adjusted fram fund for RRM.
There was an actual gap of Rs. 2259.68 crore
between fund and investment of fund for RRM.
Hence no question of withdrawal/transfer of
investments of Fund for RRM. The Board has
approved the Annual Account 2014-2015 vide
TR 14 of 30.05.20]15.

There is no understatement of Fund for
Replacement, Rehahilitatlon and Modernisation
of Capital Assets and understatement of deficit
by Rs.1758.90 crore,

(i} MNet deficit of Rs.154.81 crore was adjusted |

from Fund for Development, Repayment af
Leans and Contingencies. This has resulted in
understaterment of Fund for Developmenst,
Repayment of Loans and Contingencies by
Rs.154.81 crore, gverstatement of General
Reserve by Rs.41.49 crare and
urklerstatement of deficit by Rs.113.32 crore.

The observation is not correct. The very
name of the Fund for OALC indicate the purpose
for which it is created and the manies in the
Fund can be used only for that purpose. Fund
for DRLC is meant to provide for investment
required for development of pont as also o
provide for repayment of Joans taken for capital
investments and for any other contingencies.
The contingencies includes deficit/loss also. As
decided under TR No 33 of 1991 in addition to
3% on capital employed the equated
installmenis of loan repayment by INPT s also
being transferred to fund for DRLEC from General
Reserve ta huild up this fund to provide for
future development and meeting any
contingencies. MNow only residual surplus is
apprapriated to General Reserve Fund. The
same is adopted since creation of this funds.
Hence there is no understatement of DALC by
Rs. 113.32 crore and overstatement of General
Reserve Fund by Rs. 41.49 crore,

A.2 Current Liabilities and Provisions —
R&.4559.68 rrore
Read with Note No. 1{d} of Notes to

Accounts

As per Accounting Standard 15 {Employese
Benefits) where the Tiability for retirement
henefits was funded through creation of a trust,
the cost incurred for the wear should be
determined actuarially, The Actuary’s Report
specified the contribution to be made by the
employer on annual basis during the valuation
period. This annual contribution reparted in the
Actuary’s Report was required to be charged to
Profit and Loss Account each year. MbPT has not
provided for Pension Fund, Gratuity Fund and

The observation and figure mentioned is not
correct.

{Rs. in Crore)

Mama of [ Accrued fund Deflcit to
Fund liability as | available | be

per as  on | provided

actuarlal 310320 | for in the

waluation | 15 accourts

as an

21.0%.201

5
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Leave Encashment Fund as per the Actuarial
Valuation Report provided by the Life Insurance
Corperation of India as per details given below:

R% in crore
% | Name of the | Actuarial Furd Defict
r. | Fund Liability as | Balance ax
N ged LIC as | on n
a on 31 | March
March 015
2015
1. | Penslon 2588.60 EDR%. 30 251%.20
Fund
2. | Gratuity 660.10 48157 | 17853
Fund
A | Leave 353.05 20,00 273,05
Encashment
Fund
Total P511.75 b640.87 2970.38

This has resulted in understatement of
Current Liabilities and loss by Rs.2970.88 crore.
Consequently, the figures given in Note No.1 (d} of
Note to Accounts required to be changed.

" employees

Fensian B588.60 | 609520 249230
Fund

Gratuity 653 38 48157 171.81
Fund

Leave 272.40 99.00 18240
Encashme

nt

Total 951438 | BEE7.E? 284651

The standard classified benefits into four
categories, l.e. short term employees benefits,
post-employment benefits, other long term
employee benafits and Termination benefits,
Hence the Actuariaf Valuation for liability
towards  Pension, Gratuity and Leave
Encashment funds for pensioners and existing
are caiculated separately. The
valuation done as on 31.03.2015 shows the
future liability and not the Yabllity as on that
date.

Secondly considering the total shortfall of
Rs. 2B46.51 crore and total Reserve of Rs.
2270.31 crore, the MbPT is not in position to
tharge the shortfall to Profit and Loss account
and to provide the accrued liahility as on
31.03.2015. Hence considering the actuarial
valustion and surplus available every year
contribution is made to these funds and shortfall
wilt be met in the next few years,

The Current Setvice Cost means, it is the
present value of the benefits payable to the
employees in the future in respect of their
services to be rendered during the current yaar.
The annual contribution is calculated by taking
the present value of benefits for the service
rendered during the intervaluation period {from
currant date of valuation to the next date of
valuation) taking Into account the projected
future safaries.

Pension liability is of recurring nature and
Gratuity Liability is of cne time nature Le. on
retirement or death whichever is earlier. Laave
Encashment is past service lability ie. upto
retirement or death whichever is earller.

As mentioned in para above the valuation of
current service cost is between current date of
valuation to the next date of valyation, hence




the current service cost of Rs. 97.37 crare {i.e.
Rs. 6.72 crore for Gratuity Liability & Rs. 90.65
crore for Leave &ncashment Liability) is not
considered as a liabliity during the current year.
As per practice in vogue current service cost for
Gratuity Fund and Leave Encashment Fund s
not considered from the initial stage of
formation of funds. The necessary disclosure
regarding current service cost will be made in
the notes to Accounts for next year.

There is no understatement of Current
Liability and Loss by Rs. 2846.51 crore.

A3 Current Assets, Loans and Advances
Cash Balance on Hand = R5.2.27 crore

{Schedule V)

Imprest cash as per details furnished by

different imprest account holders is Rs.0.58 crore
agalnst Rs.2.27 crore depicted in the accounts.
This has resulted in overstatement of Cash in Hand
and understaternant of loss by Rs.1.65 crore.

The contingency advances sanctioned te
various department by Finance Department is
Rs. 2,20,21,129.00 and the ledger balance as on
31.03.20:15 is Rs. 2,20,40,087.80, The difference
of Rs. 18,958.80 is being reconciled.

Audit comment regarding expenditure to
the extent of Rs. 1.65 crore incurred during the
accounting period by various imprest halders
have nt been accounted in the year itself, may
be correct but seme expenditure pertaining 1o
the previous years might have been also
accounted in the current vear. It is continuous
process, hence it is very difficult to identify the
exact amount of less or excess expenditure
during the vyear. The recoupment process
includes  wvarious  processes  such A
authentication of hills, preparation of vouchers,
audit of wvouchers, passing of vouchers and
authorization of wvouchers etc. Hence the
expendlture made during the fast few days of
the Financial Year cannot be recouped in the
same year. The process is consistently followed
since last many years.

There is o overstatement of Cash in Hand
and understatement of loss by Rs.1.69 crore.

B. Profit and Loss Account

B.1 Deferred Tax — Rs.70.49 crore

This includes Rs.70.49 crore being Deferred
Tax Assets recognised by the Post during 2014-15,
According to Accounting Standard 22 {Accounting
for Taxes on Income), deferred tax asset should be
recognised only to the extent that there is

The figures are correct.

It is correct that according to AS-22 para 15
18, deferred Tax shauld be recognized and carry
farward only to the extent that there is
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reasanable certainty that sufficient future taxakle
income will be availabbe against which tax can be
realised. The standard further provided that the
reasonable level of certainty would normally be
achieved by examining the past records of the
enterprise and by making realistic estimates of the
profits for the future.

As MbPT has incurred losses during 2012-13
to 2014-15 and as per the statement af Income
and Expenditure Account submitted to Tariff
Autharity for Maker Ports, the projected loss for
the years 2015-16 and 2016-17 is R5.416.50 crore
and Rs.435.59 crore respectively. In view of the
Iosses incurred during 2032-13 to 2014-15 and

projected loss for the years 2015-16 and 2016-17, |.

recognition of deferred tax asset is not in order.
This has resulted in overstatement of deferred tax
asset and understatement of deficit by Rs.70.45
crore.

reasonable certainty that sufficient future
taxable income will be available against which
deferred tax can be realized [Para-15). Further
as per para-17, where an enterprise has
unabsorbed depreciation or carry forward losses
under tax laws, deferred tax should be
recognized only to the exient that there |s
virfual certainty supported by cenvincing
evidence that future taxabie income will be
available against which such deferred tax assets
can be realized. The reasonable level of
certainty would normally he achieved by
examining the past records of the enterprise and
by making realistic estimates of the profits of
the future {Para-16}.

It is alsg true that MbPT has been running
an loss fgr the last three years,

The deferred tax liability is because of
difference in the method of depreclation. Far
accounting purposes straight line method of
depreciation is used while for purpose of
camputing taxable income WDV method is used.
This difference will be reversed in future when
depreciation for tax purpose will be lower as
compared to depreciation for accounting
purpose. Alss the deferred tax assets arise due
to loss computed under Income Tax Act, 1961
which s carried forward and to be set off
against the income of the sulisequent year. The
recognition of Rs. 70.49 crore as deferred Tax
assets (income) in the revenue accounts was in
confarmity with the provisions of A5 22,

Though analysis of past records as well as
prajected financial statements for the future
however does not provide any indication of
reasonable level of certainty that future taxable
inceme will be available against which deferred
tax assets can be realized, MbPT was reasonably
certain that in future there will be taxahle
surplus which can be adjusted against the
brought forward losses in anticipatlon of the
returns of OCT project and funding from
Government towards EX-BDLB merger.

In view above it is incorrect to conclude that
recognition of deferred tax assets has resuited in
understatement of loss and overstatement of
deferred Tax Assets for the year to the extent of
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Rs. 70.49 crare.

B.2 Finance and Miscellaneous Income

B.2.1 Interest earned on earmarked funds -
Rs.196.77 crore

This includes Rs.196.77 crore being the
interest earned on earmarked funds. As per
Common Framewaork for Financial Reporting for
Major Ports, income accruing on investments
which are earmarked against specific funds should
be credited to the respective fund eccount and the
expenditure relating to respective fund shall be
debited to the respective fund account. As MbPT
credited the interest earned on earmarked funds
to Profit and Loss Account, the earmarked funds
andd deficit for the year are understated by
Rs.196.77 crore.

The interest shown in the Profit and Loss
Account is Rs. 196.77 crore. This includes Rs.
186.42 crore ipterest on earmarked fund, Rs
3.50 crore interest on loan to Cochin Port and
Rs. 6.85 crore interest on short term deposit
with banks for varlous purposes.

Interest earned on investments of
earmarked funds amounting to Rs. 186.42 crore
forms a part of total interest of Rs, 196,77 crore
shown under the Finance £ Miscellaneous

.Income in the Profit and Loss Account. Thus akin

ta other items of income it stands submerged in
profit before tax and then geis appropriated to
the various funds after provision for taxation.
Audit has not considered impact of income tax
while working out the interest to be allocated to
earmarked funds.

In other words, the gross interest earmed on
eviry earmarked fund has been brought in the
commaon stream and after adjustment of other
relevant factors, the surplus/deficit has been
appropriated in the most logical and rational
manner, there is no understatement of funds
and deficit for the year 2014-2015.

The deviation as observed by Audit in the
accounting poficles as menticned in the CFFR s
mainly due to that MBPT has come under
purview of Income Tax from the Financial Year
2002-2003. While preparing the Budget
Estimate from that years the
accounting/reporting  has been shown as
mentioned in the Annual Accounts for that
years. The same way interest on earmarked
funds for the year 2014-2015 has been shown
under Profit & Loss Account while preparing the
Revised Budget Estimate 2014-2015. The
Revised BE 2014-2015 is approved by Ministry
vide No. PD-2015/3/2014-PD.JIl dated MNew
Delhi, the 27 January 2015,

C.  Notes to Actounts

(il As per Common Framework for Financial
Reporting for Major Ports, estimated amount

of contracts remaining to be executed on
capital account and not provided for should

(i) The aljection is noted and necessary notes
will be taken in the next year's Account.
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be disclosed in the accounts, However, MBPT
has not disclosed Rs.101.90 crore being the
estimated amount of contracts remaining to
be executed on capital account ard niot
pravided for as on 31 March 2015 in the
ACCouUnts,

{ii) Service Tax of Rs.14.51 crore demanded by
the Commissioner of Service Tax in April 2033
has not been disclosed as contingent liabitity.

(i} It was observed that service tax for the
period (Oct 2007 to lan 2013) works out to
R5.17.78 crore, out of which an amount of
Rs.3.27 crore has been paid to Service Tax
authorities for the period from July 2012’;0
July 2013, vide Challan No. 92767 dated
30.03.2015. Henca, the actual liability works
out to Rs34.51 crore for the period from Qct
2007 1o June 2012,

As per the then prevailing Service Tax
provisions, it was felt that Service Tax was
not payable on the commission earnad on
Octroi collected as it is earned in discharging
as sovereign functions. Accordingly, an
appeal has been filed before the Hon'ble
Customs Excise & Service Tax Appellate,
Tribunal, Mumbai, during June-2015,
decision is awaited.

. Point noted. Necessary disclosure will be
made,

{ili] A reference isinvited to Note No.XIV of Notes
te Actounts whereln It is stated that the
investment as on 321 March 2015 ig
Rs.3404.64 crore whereas the actual
investment as5. on 31 March 2015 s
Rs.2706.67 crore.

{iii} The ohservation and figure mentioned are
correct, While finalizing the notes to
srcount for the year 2014-2015, the total
investments of Rs. 2706.67 crore through
vver sight was mentioned as Rs. 3404.64
crore as on 31.03.2015 in para {XIV]. The
investment of Rs. 3404.64 crore shown in
the notes to accounts para (XIV] is as on
31.03.2014. The necessary change has heen
mada in the notes to accounts for the year
2014-2015.

D. Effect of Audit Comments on Accounts

Conskdering the explanation given against B
each of the comments of the audit repart.

The net impact of the comments given in
preceding paras is that the assets are overstated
by R5.72.18 crore, liabilities are understated by
Rs.5035.87 crore and deficit is understated by
Rs.5112.05 crore. Further, estimated amount of
contracts réemaining to be executed on capital
account and not provided for amounting to

There is no overstatement of assets,
understatemnent of liakiities and
understatement of deficlt.

The objection for amounting to Rs. 101.20
crore has not been disclosad 5 noted and
naceciary notaz will be taken in tha next year's

ah




K5.101.90 crore has not been disclosed. Service
Tax of Rs1451 crore demanded by the
Commissioner of Service Tax in Aprii 2013 has also
not been disclosed as contingent liahility.

Account.

As stated in “C-(ii)" necessary disclosure of

Service Tax liability will he made.

vl Subject to our observations In the preceding
paragraphs, we report that the Balance Sheet
and Profit and Loss Account dealt with by this
report are in agreement with the books of
accounts;

{vi} In our opinion and to the best of our
information and  according to  the
explanations given to us, the said financiat
statements read topether with the

Accounting Policles and Notes to Accounts, i

and subject to the significant matters stated
above and other matters mentioned n
Annexure-l to this Audit Report give a true
and fair view in conformity with accounting
principles generally accepted in India:

{a} In so far as it relates to Balance sheet, of the
state of affairs of Mumbai Part Trust Board at
31 March 2015; angd

{b} In so far as it relates to the Profit and Loss
Account of the deficit for the year ended on
that date.

"k

Factual. Subject to clarification furnished against
gach observation.

5. A FReview of Accounts showing the
summarized financial results of Mumbai Port
Trust for the last three years ended 31 March
2015 is given in Annexure L. '

Flease seg Annexure-ll.

For and on behalf of the
Comprroller and Auditor General of Indla

Sdj-

{Roop Rashi)

Principal Director of Commercial Audit and
Ex-officio Member, Audit Board-l, Murmbiai,
Place : Mumbai,

Date : 30" September 2015.
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Financizl Advisor and
Chief Accounts Dfficer,
Mumbai Port Trust.
PMace : Mumbhai

Date : 6 QOctober 2015.




Annexure |

Adequacy of Internal Audit System

It was stated by the Port that the internal
audit was entrusted to the Internal Audit
Wing. However, no internal audit report was
submitted by the Internal Audit Wing for the
year 2014-15. In the absence of any internal
audit report, the adeguacy of Internal Audit
System in the Port cannot be commented.

»

The Finance Department has well defined
system for internal audit. Various branches of
the Finance Department attend to internal audit
work pertaining to operating and malntenance
department. The procedure / guidelines are laid
down in Branch wise manuals which are also
available on our intranet and the same are
updated periodically. A separate internal audit
cell has been created to attend specific
assignments when need arises. In addition to
that External Intermal Auditor “Mfs MKPS &
Associates” have heen appointed to audit the
Account from the Financial Year 2015-2016. The
transactien and financial decisions are subject to
a well-estaklished internal check system and
pre-audit by specialized bhranches of Finance
Department and important decisions amd
observation are placed before the Board as per
delegation of powers,

{i)

(ii}

liil)

(v}

tv)

(vi)

Adeguacy of Internal Control System

The Internal Contro! System of the Part
requires strengthening as

there was no system of obiaining balance
confirmation in respect of Sundry Debtors

and Loans and Advances; )
advance received from customers were kept
a5  Miscetlangous  Deposit  without

reconcilfation;

age-wise analysis of Sundry Debtars was not
carried out as provided in the Common
Framework of Financial Reporting for Major
Ports; _

there was no system of obtaining
corfirmation of imprest balances periodically;
there was no system of veriflcation of
imprest Cash Book; and

entries in the Imprest Cash Book are made
with pencil;

The internal check and internal control system
are well streamlined and commensurate with
the volume and complexity of work as stated in
Intermal Audit Systemn above. Most of the
observations relates to very old periods and
non-disclosure of Infarmatlon / details in Antwual
Accounts. In the absence of spedfic observation
on deficiency, the observation may kindly be
reviewed. Strengthening of internal Control
System is continuous process and is being done
consistently.

(i} However, many matters are under dispute
and cases are subjudice. In this case thers
is technical ar legal issue to obtain the
confirmation of outstanding balances ar
exact outstanding balances of these
parties.

The advances received from customers
where the matter are under disputs and
cases are subjudice are  kept  in
Miscellanewus Deposit Account with Estate
Manager.

The age-wise details of sundry debtors are
forwarded to RAO under “Ducument
Statement for Annual Account”. The
necessary changes as per CFFR will be
catried out In the Sundry Debtars reports.
The confirmation of imprest balances will
be chtained from the concerned Head of
Department and the same will he
foswarded ta Audit from 2015-2016.

(ii)

(i)

(iv)




{v} Thz Imprest 8ills are verified while
recouping the amoupt expended by the
Department.

{vi) Al the ledgers are maintained iR
computerized system “ORION”. Hence no
guaestion of making enfries by pencik
Subsidiary books are maintained In mixed
pattern i.e, manually, computerized eic.
The observation are noted and necessary
instruction will he piven o ajl  the
concerned departments / divistons, -

3. Physical Verification of Fixed Assets
As per the policy followed by the Port,

Physical Verification of Fixed Assets was camied

out once In five years. it was stated by MbPT that

physical verification of MbPT's assets was dong
ance in five years in terms of decision taken by the

Board of Trustees in 1969 and 1970 .and physical

verification for the period from 1 April 2008 to 31

March 2013 was in hand. The reply of MBPT is not

acceptable ag’

{i} -tha decision taken by the Board of Trusteesin
1569 and 1970 was quite outdated and
required to he changed to increase the
periodicity and ,

| {ii} Physical verification for the pericd from 1

. April 2008 to 31 March 2012 cannot be
carried oot 2015-16 as the period is already
over. -

It is true that the physical verification &f
MbPT's assets are done once in five years in
-term of TR 797 of 1969 and 71 of 1970, The |55t
‘physical verification was carried out for the

period from 01042003 to 31.03.2008 in the |

year 2009. The physical verification for the

period from 01.04.2008 to 31.03.2013 is in

hand. The report will be submitted to the audit
on completion shortly,

{i] The decision taken by the Board of Trustees
in 1969 and 1970 will be reviewed by
submnitting the new proposal for pericdical
physical verification of Fixed Asset.

{il] The physical verification can be done for any
prior period because the Fixed Aszets
Registers are having the year-wise entries of
purchases, sales or'disposal of Assets,

- &, Systern of Physical Verification of Inventory
Physical verification of all the inventories has
not been carried out for the year 2014-15.

In respect of physicel verification of
inventory, it is carried out periodically and
perpetual inventory system is followed. The
policies for physical verification of inventory will
be reviewed by submitting the hew proposal for

Sd/-

(C.S. Panwar]

Ceputy Director

Place ; Mumbai _

Date ;- 20™ September 2015

&7

physical verification of inventories.

3. Math)
Financial Advisor and
Chief Accounts Officer
Mumbai Port Trust,
Place : Mumbai
Date : 6™ October 2015,




Annexure 1|
Review of Accounts of Mumbal Port Trust for the
year ended 31 March 2015 by the Comptroller
and Audlitor General of India.
(This Review of Accounts has been prepared
without taking into account the audit
observatlons/comments contained in the Audit
Report of the Comptroller and Auditor General of
(ndla)
1. Financial Position The financial position of Mumbai Port Trust
Financial position of the Port Yrust under the | under the broad haading for three years ended
broad headings for the three years ended 31 | 31¢ March 2015 is given below:
March 2015 was as follows:
Rs. in crore | {Rs. In Crora)
Yoot 2012-13 | 2013-14 | 2014-15 Hipay AP L A01N8
(AlLlabilities [A)LIabilitins
{iiCapital Reserve 105456 | 125475 | 1357.01 {)Capital Raserve 1054.56 | 125475 | 1267.00
:::E:':;m";m“ NT708 | 9249.09 | 232708 | | inother Reserve 47703 | 424008 | 2327.08
nd Prowi 52| sa 4559, {iffjCurrent
?Mmm"‘ o 43855 A8 95988 1 | Liabiiities and a385.62 | 441182 | assess
Liabilkty 901 | 7438 | -1443g | | [ Provisions
Total 9926.7 | Se41.28 | Bo0B.ss | || (IDeferred Tax 901 | 7438 | -1448
(BAsset Liability
Block) 142899 | 1483.37 | 168325 B. Ascets
Less: Depraciatho g1 7,34 .32 :
N::H uﬂ';ﬁm“ 51:‘;: :’;1 = 22_:; (ifFixed Assats 142809 | 1482.87 | 1643.24
th-in-?rugress 530,40 743,33 614.08 Lass: Depreciation 91383 972.34 380,31
Total 1054.56 | 125475 | 1z267.01 Net fixed Assets 51516 | 51153 ( E52.93
{illinvestments A470.78 | 340464 | 270667 Add: Work-in-
{Hi)Current Assets 4400.82 | 501205 | 380554 Progress P8340 | 32| su408
ﬂ‘ﬂ?;wmhh!d . " ) Total Gross Block 1054.56 | 1254.75 | 1267.01
t N H
{w)Mlisc. Expanditure [Hiinvestments 447078 | 3404.64 | 2706.67
NI 365.84 ) 229.57 iljCurrent Assets 2400.38 | s012.05 | 3805.59
{vi)Deferred Tax HA e A i ; :
Asset N Nl Nit | | [ fiviAceumutated Nil NIl NN
Total 902632 | 984128 | BovB.4 ”‘E:“
[CWorking Capitsl * 15.25 | 60023 | -754.08 E‘}L::;tm Nit | 16084 | 22057
{DjMat worth** 553159 | 5503.84 | asoa.04 .
{vi)Deferred Tax ;
{EXCapital i NI il il
Employed** 53042 | 111076 | 10116
(FIReturn on Capital Totat 992622 | 984128 | BoOZ.B4
Employed (%) =*++ 2313 -128 137.75 (C)Working Caprtal® | 122673 | 151258 55101
{G]Capital Ermployed {D)Met Worth® ¢ 553156 | Sa33.9% | 335446
IIncluding  Work-in- {EICapital
Progress) 1055.82 | 185498 | 51252 Ermploved#** 174139 | 212451 | 124394
{(H]Return on Caphtal [F]:em?fn o Canfial
Employed {Including 2 032 | 036 -1088
Work-In-Progress} Employed {%)
% 155 | 07| -z7ay | || (G)Capital Employed
: : {including Workdr- | 228073 | 286773 | 185802
. Fr
¥ Working Capital represents Current Assets el

Ba




minus Current Liabilities and provisions,
**  Net Worth represents Capital Reservas and
other Reserves.

*¥** Capital Employed represents Net Fixed Asset
plus Working Capital [worked oaut as
indicated above®).

*=**Return on Capital Employed percentage of
Total Surplus to Capital Employed.

MNote: Other Resetve represents General Reserve,
MEPT Centenary Commemoration Fund, and Fund
for Development, Repayment of Lean and
Contingencies, Fund for Replacement,

Rebabilitation and Modernisation of Capital [

Assets, Fire and Motor Insurance Fund, War
Memorial Fund and Employees Welfare Fund.

{H)Returm on Capital

Ermtphoryad {inchuiding

Wark-in-Progress) .25 .37 -7.15
{*)

# Working Capital represents Current

Assets minus Current Liabilities excluding
provisions & Service Tax, Sundry Debtors.

o Net

Werth

represents  Capital

Reserves and other Reserves,

ik

Capital

Employed represents Net

Fixed Aszet plus Working Capital
{Warks out as indicated above*),

EE L L ]

Rate of Return represents percentage

of net Surplus to Capital Employed.

Note: Other

Reserve represents General

Reserve, MbPT Centenary Commemcration
Fund, and Fund for Development, Repayment

of loan and Contingencies,
Rehabilitation

Replacement,

Fund for
and

Modernization of Capital Assets, Fire and
Motor Insurance Fund, War Memorial Fund
and Employees Welfare Fund.

2. Waorking results
The working rezults of Mumbii Port Trust for the

The Working Results of Mumbai Pert Trust
for the three years ended 31% March 2015 are

last three years ending 3t March 2015 are | given below:
summarised below:
{Rs in crore}
Rs.in crore Particulars 2012-1F 2013-14 2014-15
Particulees 2012-12 | 201314 | 201415 BAiRmmnAy
(A Revenie {Operating Income | 1154.44 | 130488 | 139978
[1]s] ting I TN ]
peratingIncome | 115444 | 130488 | 139978 (ifNon-operating aag.40 | 38323 | 23643
[l{}Non-Dparating Income
Income 44840 | 34323 216.53 Total 1602.58 | 1648.11 | 1626.41
Totel 160284 | 154811 | 1625.41 [BHExpanditure
] dit ]
(&) Expenditurs “"""':I“"’E 04500 | 9s5.82 | 1068.10
{iYOperating Expenditura
Expenditure oas.09 | sesp2 | 106810 "“"‘“rg_"“”““‘ 72132 | 79347 | 7sas:
{lijNon-Operating Expentiture
Expenditurs 728.26 | 79007 788.31 Total 1666.31 | 1753.29 | 1856.41
Total 1673.35 | 176489 | 13s6.41 Prafit bafore tax £3.47 | -111.18 | -230.00
Profit before tax -7051 | -116.78 -230 {CiTote!
(C]Total Surplus/Deficit
T M:m"“‘" 650 | 4419 | -139.35
befors approgriation
appropriaten -16.60 -14.19 -138.25 {D}less: Mandatory
(O)Less: Mandatory appropriation -
appropriation Transfer to Reserve 25.96 13.13 15.45
transfer ta Reterye Funds i
Funds 2596 19.19 1545 {Eet
Surplus/Defci 4256 |  -33.38 | -15481
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{E]Net {FiPercentage of TI
Cur plusfDeficit Tenal  Sweplos f
transfecred to __ﬂeficn
General Raere ] }
Fund 4256 | 333g| 1348 [dlneratig incoms -tAd e
FIPercant ol E
FTrJ]taElr 8 (i NEt Fixed Assots a2z | am| 2L
5’_"'&9'”” ':_"*ﬁ‘iit L2 a1 | tiitret wWorth -0.30 0.26 414
=4 NCGImE
WOpeating In 144 1.08 5.95
{iljret Fixed Assels 337 3.77 2134
[ilil}NEt W’Dﬂ.h _,DE.D 0,26 3R
£
3. Ratio Analysis {Liguldity and Soivency} Spme impurtant ratios on figuidity aid

Sorme important ratios on liquidity and solvency
and on financiat health of Mumbai Part Trust are

solvency and on financial health of Mumbai
Port Trust wherever changes are shown below:

shown below: e 2012- | 2023-| 2014
e Retioal 13 i 15
Pariiculars 012-13 14 | 2m14-15 Current  Assels [0
Current Assets to Current Current Liobifities e g 1.38
Ouick Aszets to Current fincludes Sundry
1
Liahillties  {Quick  Assets Debtors, acerued
represent Sundoy Debtors, E g
interest dus to port, cash Aanterest un
2nd bank balances) (.85 0,92 110 advances, cash, ond .
Sundry  Debtors  to bonk bolonces minus .58 066 118
Operating Income’ 1611 150 154 || | hiouse buitding
Percentage of Net Deficit advances, odvances
before tax to: to ex-BOLE ond 1o
li} Operating Cochin Port Trust] (o
ncome 611 ) -8951 -1643 |1 Current Liabilities
) Sundry Debtors o
i 2 4 . 15880 28.85 | 152
{iiy Net Flted Assets 1369 | 2283 | 3533 ||| oeroting income i48.8 a5
Ly Net Werth -1.27 | -212 540 Percentoge of Tolal
Surplus  before tox
ta:
fijCiparating income -5.50 -8521 -i6.43
{ii)ivet fixed assels -12.32 | -21.73 | -35.22
{1ifiNet Worth -1.35| -2G2| -6.84 |
ST
- i
Sd/f-
{C.5. Panwar) fi.
Deputy Diractor inancial Advisbr and
Place : Mumbai . Chief Accounts Dificer

Date : 30" September 2015

9D

Mumbat Port Trust,

Place : Mumbai
Date ; 6™ October 2015.












