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To,
Corporate Relationship Department, The Manager,

Bombay Stock Exchange Ltd, 1* Floor, New | Listing Department, The National Stock
Trading Ring, Rotunda Building, P.J. towers, | Exchange of India Ltd., 'Exchange Plaza'
Dalal Street, Fort, Mumbai — 400 001 Bandra-Kurla Complex, Bandra ( East )
MUMBALI - 400 051.

The Secretary
The Calcutta Stock Exchange Association Ltd.
7, Lyons Range, KOLKATA 700 001.

Dear Sir,

Compliance of Regulations 30 and 33 of SEBI (Listing Obligations And Disclosure Requirements)
Regqulations, 2015.

At the meeting of Board of Directors of SCI held on 26.05.20186, the Audited Financial
Results for quarter and Financial year ended on 31.03.2016 were approved.

Please find enclosed herewith following:

A copy of Audited Financial results for Quarter and Financial Year ended on 31.03.2016.
Statement of Assets and Liabilities.

Copy of ‘Audit Report’ by Auditors of the company.

Form B (For Audit report with modified opinion) for the period ended 31.03.2016.
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The Meeting of the Board of Directors commenced at 11am and concluded at 7:15pm.

Thanking You,
Yours faithfully,

T Tl e Tga. Siew # R AW « Transporting Goods. Transforming Lives



THE SHIPPING CORPORATION OF INDIA LTD.
AUDITED FINANCIAL RESULTS FOR THE YEAR ENDED MARCH 31, 2016

s
¥

Amount in Tlakhs

* QUARTER ENDED YEAR ENDED
i PARTICULARS
NO 31.03.2016 31.12.2015 31.03.2015 31.03.2016 31.03.2015
(AUDITED) | (UNAUDITED)| (AUDITED) (AUDITED) (AUDITED)

1 a)|Income from Operations 98,122 97,411 1,02,831 4,07,828 415,373
b)|Other Operating Income -~ 260 1,293 1,296 3,411 3,385
c}|Profit on Sale of Ships - - 3,503 - 12,055

Total Income from Operations 98,382 ,98,704 1,07,630 4,11,239 4,30,813

2 |Expenditure -

a)|Employee Cost (shore & floating) 12,457 11,324 12,394 45,737 41,364

b)|Bunker 10,275 16,402 20,145 63,750 1,18,420

c){Port dues 8,172 9,845 9,189 34,566 36,066

d)|Cargo Handling Expenses 3,834 4,652 4,166 16,799 16,418

e)|Repairs & Maintenance 8,991 11,061 5,399 33,566 25,947

f)|Charter Hire 9,591 11,128 11,653 50,382 47,371
g)|Provisions 4,196 258 927 5,277 5,811
h)|Depreciation 14,680 14,801 18,976 57,995 77,016
ijjimpairment on assets 13,638 - - 13,638 -
j)|Other Expenses 13,770 11,393 11,947 47,559 43,627
Total Expenses 99,604 90,864 94,796 3,69,269 4,12,040

e s

4 a)|Interest Income 2,838 2,612 3,287 11,320 14,589
b)|Other Income 1,012 1,278 92 5,161 12,191

Total 3,850 3,890 3,379 16,481 26,780

5 |Profit before finance cost and Exceptional 2,628 11,730 16,213 58,451 45,553

6 |Finance Costs 3,980 3,964 3,544 16,060 17,940

7 Profit from ordinary activities after finance cost

but before Exceptional Items (5-6) (1,352) 7,766 12,669 42,391 27,613

8 |Exceptional ltems - - - - -

9 |Profit from Ordinary Activities before Tax (7-8) (1,352) 7,766 12,669 42,391 27,613
10 |Provision for Current Tax (650) 1,800 2,520 4,650 7,620
11 |Net Profit from Ordinary Activities after Tax (9-10) (702) 5,966 10,149 37,741 20,093
12 |Extra Ordinary items ‘ - - - - -
13 |Net Profit (11-12) (702) 5,966 10,149 37,741 20,093
14 |Paid Up Equity Share Capital (Face value Rs.10 each 46,580 46,580 46,580 46,580 46,580
15 Reserves excl Revaluation Reserves as per Balance

Sheet 6,44,459 6,06,780
16 |Earning per Share (in Rs.)

a) Basic and diluted EPS before Extraordinary ltems (0.15) 1.28 2.18 8.10 4.31

b) Basic and diluted EPS after Extraordinary Items (0.15) 1.28 2.18 8.10 4.31
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Segment-wiie Revenue, Results and Capital Employed

Amount in Tlakhs

SR QUARTER ENDED _ YEAR ENDED
NO PARTIGHLARS 31.03.2016 31.12.2015 31.03.2015 31.03.2016 [31.03.2015
(AUDITED) | (UNAUDITED)| (AUDITED) (AUDITED) |(AUDITED)
1 |Segment Revenue
i. Liner Segment 10,468 12,698 19,536 53,471 90,185
ii. Bulk Segment 79,776 77,103 79,265 3,22,480 3,04,651
iii. Technical & Offshore Segment 7,939 8,455 8,492 33,955 34,891
iv. Others 199 448 337 1,333 1,086
Total 98,382 98,704 1,07,630 4,11,239 430,813
Unallocated Revenue 1,012 1,278 92 5,161 12,191
Total 99,394 99,982 1,07,722 4,16,400 4,43,004
2 |Segment Results
Profit/(Loss) before Tax and Interest
i. Liner Segment (4,575) (6,024) 1,042 (15,900) 1,571
ii. Bulk Segment 4,889 10,719 9,667 49,357 4,599
ii. Technical & Offshore Segment 1,304 2,641 2,496 10,401 11,310
iv. Others 47 392 267 1,008 720
Total 1,665 7,728 13,472 44 866 18,200
Add: Unallocated income (Net of expenditure) (1,875) 1,390 (546) 2,266 12764
Profit before Interest and Tax (210) 9,118 12,926 47,132 30,964
Less: Interest Expenses 3,980 3,964 3,544 16,060 17940
Add: Interest Income 2,838 2,612 3,287 11,320 14589
Profit before Tax (1,352) 7,766 12,669 42,392 27,613
3 |Capital Employed
i. Liner Segment 7,578 7,153 25310 7,576 25310
ii. Bulk Segment 9,84,099 10,34,034 983297 9,83,247 983297
iii. Technical & Offshore Segment '1,19,693 1,26,965 131237 1,20,768 131237
iv. Others 66 170 (88) 66 (88)
Total Capital Employed in Segments 11,11,434 11,68,322 11,39,756 11,111,657 11,39,756
Unallocable Capital Employed 53,866 22,267 35342 53,866 35342
Total Capital Employed in Company 11,65,300 11,90,589 11,75,098 11,65,523 11,75,098
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The Shipping Corporation of India Limited

Balance Sheet as at 31st March 2016

Particulars

EQUITY AND LIABILITIES

Shareholders""Funds:
(a) Share capital
(b) Reserves and surplus

Non-current liabilities

(a) Long-term borrowings

(b) Other Long-term liabilities
(c) Long-term provisions

Current liabilities
(a) Short term borrowings
(b) Trade payables
(c) Other current liabilities
(d) Short-term provisions

TOTAL

ASSETS

Non-current assets
(a) Fixed Assets

(i) Tangible assets

(i) Intangible assets

(iii) Capital work-in-progress
(b) Non-current investments
(c) Long-term loans and advances
(d) Other non-current assets

Current assets

(a) Current investments

{(b) Inventories

(c) Trade Receivables

(d) Cash and Bank balances

(e) Short-term loans and advances
(f) Other current assets

TOTAL

&

As at As at
31st March, 2016 31st March, 2015
T In lakhs T In lakhs
46580 46580
644459 606780
459801 556994
9 41

14451 13797

- 3500
98961 97695
179067 163217
6763 4257
1450091 1492861
1160282 1143237
58 1209

- 49093
2734 1296
45277 51321
1242 1215
3795 7718
8558 9193
70882 78782
128625 125616
20051 13930
8587 10251
1450091 1492861
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Notes:

1. The above results were reviewed by the Audit Committee and approved by the Board of Directors at

its meeting held on 26.05.2016.

2. Segment Results:

a. Segment definitions: Liner segment includes break-bulk, container transport, passenger vessels
and also passenger vessels & research vessels managed on behalf of other organisations. Bulk
segment includes tankers (both crude and product), dry bulk carriers, gas carriers, phosphoric
acid carriers and LNG vessels managed on behalf of joint venture companies. Technical &
Offshore services segment include company owned offshore vessels, offshore vessels managed
on behalf of other organisations and income from technical consultancy. Others segment
include income earned from Maritime Training Institute. Unallocable items and interest
income/expenses are disclosed separately.

b. Expense & Revenue items are allocated vessel wise wherever possible. Expense & revenue items
that cannot be allocated vessel wise are allocated on the basis of unit cum GRT method i.e. 50%
allocated on the basis of units & balance 50% on the basis of adjusted GRT. For vessels which are
bigger than 20000 GRT, GRT is adjusted to one third of GRT or 20000 GRT, whichever is more.

c. Agent Advances are allocated to segments in the ratio of expenses booked by agents during the
period.

3. The details of foreign exchange loss/gain for the period/year is as under:

Z in lakhs

Period

Capitalised to cost of
vessels

Included in “Other
income”

For the quarter ended 31* March, 2016

162 lakhs (gain)

771 lakhs (gain)

For the quarter ended 31% December, 2015

4856 lakhs (loss)

820 lakhs (loss)

For the quarter ended 31* March, 2015

8005 lakhs (gain)

110 lakhs (loss)

For the year ended 31* March,2016

37631 lakhs (loss)

1324 lakhs (gain)

For the year ended 31* March,2015

28260 lakhs (loss)

1169 lakhs(loss)

4. The agency agreement with the agent at UAE ports was terminated w.e.f. 21.03.2015. The Company

has invoked revolving bank guarantee of USD 1.6 million to recover outstanding dues of ¥ 1115 lakhs
from the said agent. However, the agent has got injunction through court on encashment of bank
guarantee. The company has already submitted all the documents to its appointed lawyers to enable
the vacation of the injunction. Till date, 14 hearings/adjournments have taken place. Further, the
Company is also simultaneously pursuing the matter with the agent for reconciliation of accounts and
the bank has confirmed its liability to honour the bank guarantee once the Court injunction is lifted.
Since the matter is still sub-judice in the Court of Fujairah, no provision is made in the books on this
account as on 31.03.2016.

During the year the company has adopted the useful life of 25 years in respect of Tankers & Offshore
vessels which is different from the useful life of 20 years specified in part C of Schedule Il to the
Companies Act, 2013 based on the technical parameters including design life and the past record.
Further, the company while caiculating the depreciation for the year has adopted the residual value of
all the vessels as 5% of initial cost of vessels as against Re 1/- considered earlier, keeping in view the
actual realisation in the past and the limit specified in part ‘'C’ of Schedule Il to the Companies Act,
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2013. Consequent to the change, the depreciation for the quarter/year is lower & the profit for the
quarter/year is higher by ¥ 4918 lakhs and ¥ 19878 lakhs respectively.

As per the requirements of Schedule Il to the Companies Act, 2013, where cost of a part of the asset is
significant to total cost of the asset and useful life of that part is different from the useful life of the
remaining asset, useful life of that significant part shall be determined separately for depreciation
purpose. .~

After detailed study, the company is of the view that none of the components of the fixed assets is
having useful life different from the useful life of the remaining assets.  Consequently, the
ascertainment of cost of the components whether significant or not to the total cost of asset was not
required. However, the option of treating dry docking expenses as a separate component is being
studied by the management.

The carrying amounts of Company’s assets have been reviewed at the Balance sheet date to
determine whether there is any indication of impairment. Such indication exists in the case of few
vessels. There is an impairment loss of ¥ 13638 lakhs provided in the statement of profit and loss
account for the year which arose out of cash flow projections based on management’s best estimate
of the set of conditions that exists over the remaining useful life of the asset taking into consideration
the following assumptions:

a. Time charter yield is taken for next five years based on external evidence i.e, report of Drewry, a
reputed research and advisory organisation for the maritime sector.

b. For the remaining economic life of the asset, the yearwise growth in the time charter yield has
been extrapolated based on the historical data of last 15 years for the vessels published by
Drewry taking the growth in the year 2003 over the year 2002 as the base year.

c. Budgeted standing charges and management expenses of the year 2016-17 are increased for
each year from 2017-18 based on the management’s best estimate of the likely increase in
future.

8. The Company has made a provision of ¥ 900 lakhs for self lease of staff and officers from 01.04.2011

t0 31.03.2015 on estimated basis

9. The auditors in their audit report for the year ended 31* March 2016 have brought out that;
a. The direct access of overseas foreign agents to fund collected on account of freight and

other charges without adequate security and regular monitoring mechanism is prone to risk
of non /short-payment, the consequential effect of which on the statement of profit and
loss remains unascertainable.

One of the vessels acquired in the year 2012-13 was undercapitalised by 3.50 million USD
and the provision for interest @ 2.5% pa on this amount has not been made in the accounts
from the year 2012-13. This has resulted in understatement of fixed assets by Rs.20.28
crores, overstatement of profits by Rs.4.98 crores and understatement of liability of
Rs.25.25 Cr.

The management’s views on the above observations are as below:

a) The Bank Guarantees (BG) are taken from the Agents as per the defined Company
Norms in order to mitigate risks in case of delays/default in non-payment of freight
beyond stipulated period. These BGs are rexge%e\q on annual basis to ensure their

Y& ON
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b)

adequacy in terms of the company policy. There is an online system for monitoring of
the' outstanding from the agents which provide system reports. These reports are used
for regular follow up with the agents.

Since the accounts for FY 2012-13 have already been audited by the statutory auditors
as well as by the C & AG and approved by the Board; the issue of undercapitalization in
2012-13 is being referred to Board for its consideration. Depending on the Board
decision, necessary accounting entries, if required, will be passed in the books in FY
2016-17. Pending Board decision, interest @2.5% pa till 31.03.2016 on USD 3.5 million
amounting to Rs. 2 crores is shown as contingent liability. In view of foregoing, there is
no impact on the profit, net worth, total assets and EPS of Company in the FY 2015-16 as
the necessary accounting treatment, if required, will be given in the next financial year.

10. These results have been reviewed by the statutory auditors of the Company.

11. The audited annual accounts are subject to review by the Comptroller & Auditor General of India
under section 143(6) of the Companies Act , 2013

12. The figures of the previous year/ period have been regrouped or rearranged wherever necessary /
practicable to conform to current year / period’s transactions.

For The Shippi
Ca

ﬁoration of India Ltd.
Chairma anaging Director

Place: Mumbai

Date: 26.05.2016




» INDEPENDENT AUDITORS’ REPORT

To
The Members of
THE SHIPPING CORPORATION OF INDIA LIMITED

1. Report on the Standalone Financial Statements

We have audited the accompanying standalone financial statements of THE SHIPPING
CORPORATION OF INDIA LIMITED (“the Company”), which comprise the Balance Sheet as at
March 31, 2016, the Statement of Profit and Loss and the Cash Flow Statement for the year then
ended, and a summary of significant accounting policies and other explanatory information.

2. Management's Responsibility for the Financial Statements

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

3. Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
have taken into account the provisions of the Act, the accounting and auditing standards and
matters which are required to be included in the audit report under the provisions of the Act
and the Rules made thereunder.!

We have conducted our audit in accordance with the Standards on Auditing specified under
section 143(10) of the Act. Those Standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are {ree from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal financial control relevant to the Company’s preparation of the financial
statements that give a true and fair view, in order to design audit procedures that are
appropriate in the circumstances. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of the accounting estimates made by the
Company’s Board of Directors, 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 on thg,sta'ﬁ‘ﬁﬁ{i‘@ge financial statements.
S~
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4.

5.

Basis for Qualified Opinion

a. The direct access of overseas foreign agents to fund collected on account of freight
and other charges without adequate security and regular monitoring mechanism is
prone to risk of non /short-payment, the consequential effect of which on the
statement of profit and loss remains unascertainable.

b. One of the vessels acquired in the year 2012-13 was undercapitalised by 3.50
million USD and the provision for interest @ 2.5% pa on this amount has not been
made in the accounts from the year 2012-13. This has resulted in understatement of
fixed assets by Rs.20.28 crores, overstatement of profits by Rs.4.98 crores and
understatement of liability of Rs.25.25 Cr.

Opinion

In our opinion and to the best of our information and according to the explanations given to us,
except for the effects of the matter described in the ‘Basis for Qualified Opinion’ paragraph
above, the financial statements give the information required by the Act in the manner so
required and give a true and fair view in conformity with the accounting principles generally
accepted in India, of the state of affairs of the Company as at 31 March 2016, its profit and its
cash flows for the year ended on that date.

6.

Emphasis of Matter

We draw attention of the management to the following observations without qualifying our
opinion:

The adjustments required in the accounts not likely to be material in the opinion of
management on confirmation and reconciliation of outstandings in respect of trade

payables, trade receivables and loans & advances (Refer Note 42 to the financial
statements)

Report on Other Legal and Regulatory Requirements:

As required by the Companies (Auditor’s Report) Order, 2016 (“the Order”) issued by
the Central Government of India in terms of sub-section (11) of section 143 of the Act
and on the basis of such checks of the books and records of the company as we
considered appropriate and according to the information and explanations given to us,

we give in the Annexure-I a statement on the matters specified in paragraphs 3 and 4 of
the Order, to the extent applicable.

As required under sub section (5) of Section 143 of the Act, in case of a Government
company, we give in the Annexure- II a statement on the matters specified in the
directions and sub-directions issued by Office of the Comptroller and Auditor General of
India.

As required by section143(3) of the Act, we report that:

i. We have sought and obtained all the information and explanations which to the best
of our knowledge and belief were necessary for the purpose of our audit;

ii. Except for the effects of the matter described in the “Basis for Qualified Opinion”
paragraph above, In our opinion, proper books of account as required by law have
been kept by the Company so far as appears from our examination of those books;

iii. The Balance Sheet, Statement of Profit and Loss and Cash Flow Statement dealt with
by this Report are in agreement with the books of account;

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

v. The matter described in the “Basis for Qualified Opinion” paragraph above, i
opinion, may have an adverse effe%t on the functioning of the Company;




vi. On the basis of written representations received from the directors as on March 31,
2016 and taken on record by the Board of Directors, none of the directors is

disqualified as on March 31, 2016, from being appointed as a director in terms of
section 164(2) of the Act;

vii. With respect to the adequacy of the internal financial controls over financial

reporting of the Company and the operating effectiveness of such controls, refer to
our separate report in Annexure-III.

C. With respect to the other matters to be included in the Auditor’s Report in accordance
with Rule 11 of the Companies (Audit and Auditors) rules, 2014, in our opinion and to
the best of our information and according to the explanations given to us:

i) The Company has disclosed the impact of pending litigations on its financial
position in Note-30 to the Financial Statements.

if) The Company does not anticipate any material foreseeable losses on long- term
contracts including derivative contracts.

iii) There has been no delay in transferring amounts, required to be transferred, to the
Investor Education and Protection Fund by the Company.

For MKPS & Associates For GM] & Co.
Chartered Accountants Chartered Accountants

Firm’s Regn. No. 302014E Firm's Regn. No. 103429W

CA Sanjéev Maheswari  \{ X
Partner Y
M. No. 038755

Mumbai
26t May, 2016

Mumbai
26t May, 2016




ANNEX

URE -1 TO THE INDEPENDENT AUDITORS’ REPORT

Referred to in Paragraph 7(a)(i) of our Independent Auditors’ Report to the members of
the company on the financial statements for the year ended 31st March, 2016

-

ii.

ii.

iv.

vi

a)

b)

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

The Fixed assets of the Company are being physically verified by the management
once in three years. The physical verification of fixed Assets of the Company was not
carried out during the year.

According to the information and explanations given to us, and on the basis of our
examination of records of the company, the title deeds of immovable properties are
held in the name of the Company.

The physical verification of inventory has been conducted at reasonable intervals by
the management during the year. No material discrepancies were noticed on such
verification.

The Company has granted loans to five bodies corporate covered in the register
maintained under section 189 of the Companies Act, 2013

The terms and conditions of the grant of such loans are prima facie not prejudicial to
the company’s interest.

In the case of the loans granted, the terms of arrangements do not stipulate any
repayment schedule and the loans are repayable on demand. Payment of interest
has been stipulated, and the receipts thereof are regular.

There are no overdue amounts for more than ninety days in respect of the loans
granted.

The company has not given/made any loans, investments and guarantees and
security, which may attract the provisions of section 185 and 186 of the Companies
Act, 2013. Hence, the provisions of clause 3 (iv) of the said Order are not applicable
to the Company.

In our opinion, and according to the information and explanations given to us, the
company has not accepted any deposits during the year. Consequently, the
directives issued by Reserve Bank of India and the provisions of Sections 73 to 76
and any other relevant provisions of the Companies Act, 2013 and the rules framed
there under are not applicable.

We have been informed by the company that the maintenance of cost record under
section 148 (1) of the Act has not been prescribed by the Central Government.

P I/?-“.:‘; ..t_h-:._.__\“

g



vil.

a)  According to the information and explanations given to us and records of the
company examined by us, in our opinion, the company is generally regular in
depositing the undisputed statutory dues including provident fund, employees’
state insurance, income-tax, sales-tax, service tax, duty of customs, duty of excise,
value added tax, cess and any other statutory dues to the appropriate authorities.

The arrears of outstanding statutory dues as on the last day of the financial year
concerned for a period of more than six months from the date they become payable

are as under:

Name Nature of | Amount Period to | Due Date of
of the the Dues | (Rs.in which Date Payment
Statute lacs) the
amount
relates
Income Tax | TDS on 59.32 2014-15 30.04.2015 | 29.04.2016
Salary
Income Tax | TDS on 11.47 2014-15 30.04.2015 | Not paid
Salary

b)  The dues of income tax or sales tax or service tax or duty of customs or duty of
excise or value added tax which have not been deposited on account of disputes ar

as under: ;
Finanacial Amount
Gy Nameofthe Nature of the dues . Forun_l wher(? Year to which {(Rs.in
No, statute dispute is pending
amount relates lacs)
Income Tax Act, 2003-04 to
1 1961 U/s 195 Bombay High Court 2005-06 9820
Income Tax Act,
2 1961 Tax U/s 143(3) Bombay High Court 2006-07 2901
Income Tax Act, 2004-05 &
3 1961 Tax U/s 143(3) Bombay High Court 2005-06 801
Income Tax Act, 2004-05 &
4 1961 TaxU/s 147 ITAT, Mumbai 2005-06 2529
Income Tax Act, 2004-05 &
5 1961 Penalty u/s 271(1) | CIT(A) Mumbai 2005-06 323
Income Tax Act,
6 1961 Tax U/s 143(3) ITAT, Mumbai 2007-08 1013
Income Tax Act,
7 1961 Tax U/s 143(3) CIT(A) Mumbai 2009-10 1180
Income Tax Act, =
8 1961 Tax U/s 143(3) CIT(A) Mumbai 2011-12 393
Income Tax Act,
9 1961 Tax U/s 143(3) CIT(A) Mumbai 2012-13 300
Finance Act, Commissioner 2002-03 to
10 1994 Service tax (Appeals) 2007-08 2
11 AP VAT Act, 2011-12 10
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2005
High Commissioner of
12 | Court,Mumbai VAT Sales Tax 1994-95 14
High Commissioner of
13 Court,Mumbai VAT Sales Tax 1993-94 22
Total 19308
viii. According to the records of the Company examined by us and the information and

explanation given to us, the Company has not defaulted in repayment of loans or
borrowings to any financial institution or bank. Further, the Company has neither
issued any debenture nor borrowed from Government.

ix. The Company has not raised any money by way of public issue/follow up offer
(including debt instruments) during the year. In our opinion, the term loans were
applied for the purpose for which those were raised.

X We report that certain complaints were received by the Vigilance division of the
company during the year for which the investigations were under progress. We
have neither come across any instance of fraud by the Company or any fraud on the
Company by its officers or employees noticed or reported during the year nor have
been informed of any such case by the management.

xi. The Company is a government company, and the provisions of section 197 is not
applicable to it. Therefore clause (xi) of of the said Order is not applicable to the
company.

Xil. The Company is not a Nidhi Company, and hence the provisions of clause 3 (xii) of

the said Order is not applicable to the company.

xiii. The Company does not have an audit committee and hence the approval of
transactions with related parties by Audit Committee formed under section 177 of
the Act is not applicable. The transactions with the related parties are in compliance
with section 188 of the Act to the extent applicable and the details have been
disclosed in the financial statements as required by the Accounting Standards.

Xiv. The Company has not made any preferential allotment or private placement of
shares or fully or partly convertible debentures during the year under review.
Accordingly, the provisions of Clause 3(xiv) of the Order are not applicable to the
Company.

XV. The Company has not entered into any non-cash transactions with its directors or

persons connected with him. Accordingly, the provisions of Clause 3(xv) of the
= P
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Order are not applicable to the Company.

XVi. The Company is not required to be registered under Section 45-IA of the Reserve
Bank of India Act, 1934. Accordingly, the provisions of clause 3(xvi) of the Order are
not applicable to the Company.

For MKPS & Associates : For GM] & Co.
Chartered Accountants . Chartered Accountants iy
Firm's Regn. No. 103429W /¢
PN 4
CA Sanjeev Maheshwari v
Partner Partner Sl S
M. No. 15795 M. No. 38755

Mumbai
26t May, 2016

Mumbai
26t May, 2016
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ANNEXTURE-II
TO THE INDEPENDENT AUDITORS’ REPORT

Direetions under Section 143(5) of the Companies Act, 2013
On the Accounts of The Shipping Corporation of India Ltd. for the year 2015-16

SI. | Directions Auditor’s comments including Action taken | Impact on the
No. wherever required to be taken Accounts and
financial statements
1 Whether the | As per information given to us, the | No Impact
Company has | corporation has clear title/ lease deeds for
clear title / lease | frechold and leasehold land. As explained,
deeds for freehold | the only leasehold land is the land on which
and leasehold land | the Shipping house of Mumbai has been
respectively?  If | constructed.
not please state the
area of freehold
and leasehold land
for which title /
lease deeds are not
available.
2 Whether there are | There has been write off in respect of trade | Not material
any cases  of | receivables amounting to Rs.2,251,562.71
waiver / write off | during the year as detailed below:
debts / loans /|| Name of | Amount of | Reasons for
interest, etc? If || the party | write off write off
yes, the reasons || Sinostar |2,112,689.37 | The party is
therefore and | | Dsthapa dissolved
amount involved. during the
year,  hence
the amount is
written off.
Asha 66,631.88 The goods
Agencies were
abandoned
and same
were
auctioned.
Centurion | 24,640.00 VAT not
Marine recoverable
Liner 47,601.46 The goods
Misc were
Customer abandoned
and same
were
auctioned.
3 Whether  proper | As explained to us, there are no inventories | No Impact
records are | lying with third parties. Further, there is no
maintained for | gift received from Govt. or other authorities.
inventories  lying

with third parties
and assets received
as gift / grant(s)
from the
Government or
other authorities?




Sub-directions under Section 143(5) of the Companies Act, 2013 in respect of the Shipping
Corporation of India Limited for the year 2015-16

SL
No. .

Directions

Auditor’s comments including Action
taken wherever required to be taken

the
and

Impact on
Accounts
financial

statements

State the area of land under
encroachment and briefly

| explain the steps taken by the
'| Company

to
encroachments.

remove

As explained to us, there is no land
under encroachment.

No Impact

(i) Whether amount of (a)
bank balance (b) trade
receivable (c) trade payables
(d) loans and advances for
which third party
confirmation was not made
available has been reported.

The corporation has sent letters for
balance confirmation of bank balances,
trade receivables and trade payables.
However, no confirmation has been sent
for loans & advances. The third party
confirmation received by us has been
175 out of total number of confirmation
being 2010 sent to the parties.

Adjustments

required in the
accounts on
confirmation and
reconciliation are
not likely to be
material, in the
opinion of the
management.

(i) Where such balance has
been confirmed by respective
parties, whether it varies
widely from the amounts
reflected under respective
heads in the financial
statements? If so, the
difference and action taken
by the management to
reconcile  the difference
should be disclosed.

The balance confirmation received
wherever varying with the amount as per
the books of account by more than Rs. 5
lakhs (approx) is shown in Annexure —
‘1. As explained, the necessary steps
shall be taken by the management to
reconcile the difference.

Adjustments

required in the
accounts on
confirmation and
reconciliation are
not likely to be
material, in the
opinion + of the
management.

Independent verification may
be made, of information /
inputs furnished to actuary,
viz. number of employees,
average salary, retirement
age, etc. and assumptions
made by the, actuary
regarding the discount rate,
future cost increase,
mortality rate, etc. for
arriving at the provision for
liability of  retirement
benefits, viz. gratuity, leave
encashment, post-retirement
medical benefits, etc.

The information/ inputs furnished by the
company to the actuary for valuation of
the provision for liability of retirement
benefits, ie. number of employees,
average salary, retirement age etc have
been reviewed and the same are based
on actual for the current year. The
assumption made by the actuary for
valuation of the liability of retirement
benefits i.e., discount rate, morality rate,
future cost increase are consistent over
the period. The actuary has confirmed in
its report that the liability of retirement
benefits has been valued as per the
provisions of Accounting Standard-15.

No Impact

For MKPS & Associates

Chartered Accountants

Mumbai
26t May, 2016

For GM] & Co.
Chartered Accountants
Firm’s

S

CA Sanjeev Maheshwari \H’L’

Partner
M. No. 038755

Mumbai
26th May, 2016

.No.103429W /%
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ANNEXURE - 1II TO THE INDEPENDENT AUDITORS’ REPORT

Referred to in Paragraph 7(b) (vii) of our Independent Auditors’ Report to the members of
the company on the financial statements for the year ended 31st March, 2016

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of
the Act.

1. We have audited the internal financial controls over financial reporting of THE SHIPPING
CORPORATION OF INDIA LIMITED (“the Company”) as of March 31, 2016 in conjunction
with our audit of the standalone financial statements of the Company for the year ended on
that date.

Management’s Responsibility for Internal Financial Controls

2. The Company’s management is responsible for establishing and maintaining internal
financial controls based on the internal control over financial reporting criteria established
by the Company considering the essential components of internal control stated in the
Guidance Note on Audit of Internal Financial Controls over Financial Reporting issued by
the Institute of Chartered Accountants of India (ICAI). These responsibilities include the
design, implementation and maintenance of adequate internal financial controls that were
operating effectively for ensuring the orderly and efficient conduct of its business, including
adherence to company’s policies, the safeguarding of its assets, the prevention and
detection of frauds and errors, the accuracy and completeness of the accounting records,
and the timely preparation of reliable financial information, as required under the Act.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on the Company’s internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the
“Guidance Note”) and the Standards on Auditing deemed to be prescribed under section
143 (10) of the Act to the extent applicable to an audit of internal financial controls, both
applicable to an audit of internal financial controls and both issued by the ICAIL Those
Standards and the Guidance Note require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether adequate internal
financial controls over financial reporting was established and maintained and if such
controls operated effectively in all material respects.

4, Our audit involves performing procedures to obtain audit evidence about the adequacy of
the internal financial controls system over financial reporting and their operating
effectiveness. Our audit of internal financial controls over financial reporting included
obtaining an understanding of internal financial controls over financial reporting, assessing
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the risk that a material weakness exists, and testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk. The procedures selected depend
on the auditor’s judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion on the Company’s internal financial controls system
over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

6.

A Company's internal financial control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal financial control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of
management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use or disposition of
the company’s assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

7.

Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls,
material misstatements due to error or fraud may occur and not be detected. Also,
projections of any evaluation of the internal financial controls over financial reporting to
future periods are subject to the risk that the internal financial control over financial
reporting may become inadequate because of changes in conditions, or that the degree of
compliance with the policies or procedures may deteriorate.

Qualified Opinion

8.

According to the information and explanation given to us and based on our audit, the
following material weakness have been identified in the operating effectiveness of the
Company'’s internal financial control over financial reporting as at 31st March, 2016.

a) Freight & other charges collection done by certain overseas agents on behalf of the
Company are getting credited to their bank accounts, instead of the bank account of the
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company, which in the absence of adequate security could potentially result in the non/
short receipt of such collections by the company in the event of either fraudulent
intention of the agent, as was happened in the past or any dispute by either party.

b) The timely verification of claims of agents needs to be further strengthened.
c) The control on the timely reversal of stale cheque needs to be further strengthened.

d) The control on the booking of bunker consumption to the correct voyage of the vessels
needs to be strengthened.

e) The control in the system to ensure that the bunker consumption in case of time charter
is recovered from the charter instead of debiting to the consumption account needs to
be further strengthened.

f) The system has to ensure that the tax is deducted at source on all the provision for
expense made.

In our opinion, the Company has, in all material respects, maintained adequate internal
financial controls over financial reporting as of March 31, 2016 based on the internal
control over financial reporting criteria established by the Company considering ‘the
essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting issued by the Institute of Chartered
Accountants of India and except for the possible effects of the material weakness
described above on the achievement of objectives of the control criteria, the internal
financial controls over financial reporting of the company were operating effectively as at
March 31, 2016. '

We have considered the material weakness identified and reported above in determining
the nature, timing and extent of audit tests applied in our audit of the financial statements of
the company as of 31st March, 2016 and these material weakness do not affect our opinion
on the Standalone Financial Statements of the Company.

For MKPS & Associates For GM] & Co.
Chartered Accountants Chartered Accountants e
- Firm’s Regn. No. 103429W /74! " }\\
i '
CA Sanjeev Maheswari '
Partner Partnér .
M. No. 15795 M. No. 038755 B

Mumbai
26th May, 2016

Mumbai
26th May, 2016
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Name of the company

The Shipping Corporation of India Ltd.

2. | Annualfinancial statements for the year ended

31" March,2016

3. | Type of Audit gualification

Qualified: Auditors has given the following
qualifications in their Audit report:

a. The direct access of overseas foreign
agents to fund collected on account of
freight and other charges without adequate
security  and regular monitoring
mechanism is prone to risk of non /short-
payment, the consequential effect of which
on the statement of profit and loss remains
unascertainable.

b. One of the vessels acquired in the year
2012-13 was undercapitalised by 3.50
million USD and the provision for interest
@ 2.5% pa on this amount has not been
made in the accounts from the year 2012-
13. This has resulted in understatement of
fixed assets by Rs.20.28 crores,
overstatement of profits by Rs.4.98 crores
and understatement of liability of Rs.25.25
Cr.

4. | Frequency of qualification

Point a appeared during the financial year
2014-15 and 2015-16. Point b appeared first
time in the year ended 31* March 2016

Draw attention to relevant notes in the annual
financial statements and management response to
the qualification in the directors report:

The management’'s views on the above
observations are as below:

a) The Bank Guarantees (BG) are taken
from the Agents as per the defined
Company Norms in order to mitigate
risks in case of delays/default in non-
payment of freight beyond stipulated
period. @ These BGs are reviewed on
annual basis to ensure their adequacy in
terms of the company policy. There is an
online system for monitoring of the
outstanding from the agents which
provide system reports. These reports
are used for regular follow up with the
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b)

agents.

Since the accounts for FY 2012-13 have
already been audited by the statutory
auditors as well as by the C & AG and
approved by the Board; the issue of
undercapitalization in 2012-13 is being
referred to Board for its consideration.
Depending. on the Board decision,
necessary accounting entries, if required,
will be passed in the books in FY 2016-
17. Pending Board decision, interest
@2.5% pa till 31.03.2016 on USD 3.5
million amounting to Rs. 2 crores is
shown as contingent liability. In view of
foregoing, there is no impact on the
profit, net worth, total assets and EPS of
Company in the FY 2015-16 as the
necessary accounting treatment, if
required, will be given in the next
financial year.

Additional comments from the board/audit
committee chair: L

To be signed by :-

e Auditor of the Company

e Audit Committee Chairman




