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Karnataka Food and Civil Supplies Corporation Ltd., 
(Government of Karnataka Undertaking) 

NOTICE OF THE 45TH ANNUAL GENERAL MEETING  

Notice is hereby given that the 45th Annual General Meeting of the Company will be held 
at 11.30 AM on Wednesday, the 26th December, 2018 at the Registered Office of the 
Corporation at No.16/I, Millers Tank Bed Area, Bangalore–560 052 to transact the 
following business, at shorter notice. 

ORDINARY BUSINESS:- 

1. To receive, consider and adopt the Audited Statement of Income and Expenditure for 
the year ended 31St March 2018 and the Balance Sheet as on that date together with 
the notes thereto, Board’s Report, the Auditors’ Report and the Comments of the 
Comptroller and Auditor General of India. 
 

2. To authorize the Board of Directors to fix the remuneration of the Statutory Auditors 
for the year 2018-19. 

By Order of the Board, 
For KARNATAKA FOOD AND CIVIL 
SUPPLIES CORPORATION LIMITED, 

          
Sd/- 

K. Hemaji Naik, IAS                                                           
Managing Director 

Bangalore 
Date:20.12.2018.   
 
Notes: 

1. A member entitled to attend and vote at the Meeting is entitled to appoint a proxy to 
attend and vote on a poll instead of himself/herself and such proxy shall not be a 
member of the Company; proxies in order to be effective, must be received by the 
Company at the Registered Office not less than 48 hours before the Meeting. 
 

2. Consent from the Shareholders will be obtained for convening Annual General 
Meeting at shorter notice 
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BOARD’S REPORT 
To the Members,  
 

The Directors have pleasure in presenting before you the Forty Fifth Annual Report of the 

Company together with the Audited Financial Statements for the year ended 31st March 2018.  

1) FINANCIAL SUMMARY/HIGHLIGHTS, OPERATIONS, STATE OF 
AFFARIS: 

                      (Rs. in Crores)  
Particulars 2017-2018 2016-2017 
Gross Income 2155.07 2133.97 
Income Before Interest and Depreciation 7.57 43.85 
Less Interest paid 21.87 14.73 
Less Provision for Depreciation 1.05 0.92 
Excess Income over expenditure for the year -15.35 28.20 
Prior years Income/ Expenses 5.25 - 
Income before tax -20.60 28.20 
Provision for Income Tax - 0.59 
Net Excess Income over expenditure after 
Tax 

-20.60 27.61 

Other Comprehensive Income  that will not be 
reclassified to Income and Expenditure. 

93.65 -398.42 

Total Comprehensive Income for the year. 73.05 -370.81 
 

Purchases during the year were of Rs 2098.46 Crores as against Rs.1679.72 Crores during 
the previous year, together with the opening stock of food grains of Rs. 45.53 Crores, the 
Corporation has achieved total turnover of Rs 2150.45 during the against Rs. 2131.21 Crores 
during the previous year. The closing stock at the end of the current year stood at Rs. 71.15 
Crores. 

As per the Statement of Income and Expenditure, the activities of the Corporation during 
the year have resulted in income of Rs. (-) 15.15 Crores as against net income of Rs. 28.20 
Crores during the previous year. After prior period adjustments, and Income Tax provision, 
the net comprehensive Income Tax is Rs. 73.05 Crores as  against Rs. (-) 370.81  Crores 
during the previous year. 

The expenditure on salaries and wages during the year amounted to Rs. 37.33 Crores  as 
against Rs. 39.16 Crores during the previous year. 
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State of Company’s Affairs and Future Outlook 

01. ACTIVITIES OF THE CORPORATION:  
Your Corporation was established with the prime objective of procurement and 

distribution of essential commodities through Public Distribution System. In keeping with the 
ethos of economic liberalization, open market competition, downsizing of the subsidies, etc., 
the Corporation has re-oriented itself to the changing economic scenario and has given itself 
the following New Mission in addition to Public Distribution System: 

a) To make available essential commodities and other consumable articles to the public   
at reasonable prices through a network of Wholesale and Retail outlets. 

b) Market intervention to stabilize the prices/price protection to farmers under Minimum 
Support Price Operation. 

As in the past, your Corporation continued to distribute essential commodities like Rice, 
Wheat, Sugar and Kerosene oil, RBD Palmolien oil, Iodized Salt, Sun flower oil and moong 
under Public Distribution System both as Wholesale and Retail Nominees of Government of 
Karnataka.  

Further, the Corporation is operating Petroleum products under the dealership of Indian 
Oil Corporation Limited, Hindustan Petroleum Corporation and Bharath Petroleum 
Corporation. The Corporation has 07 LPG dealership at the following places: 

1. Lingarajpura-Bangalore North 
2. Hebbal/Yeshwanthpura-Bangalore North. 
3. Mangalore 
4. Hassan 
5. Chikkamangalore 
6. Koppal 
7. Chamarajnagara 
Apart from LPG outlets the Corporation is also operating Petrol Bunk outlets at 

Banashankari–Bangalore South, Kolar and Chitradurga Districts.   

The Corporation is also operating Auto LPG dispensing station at Kadhirenahalli-
Bangalore South under the dealership of Indian Oil Petronas Private Limited (IPPL).  

Presently the Corporation owns 02 LPG storage Godowns of 12000 Kg (1450 sqft) 
capacity located at Lingarajpura which covers the LPG customers of Hebbal, Lingarajpura 
and Yeshwanthpur surrounding areas and 1 LPG godown of 12000 Kg (1450 sqft) capacity is 
located at Mangalore district.  
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Mid-Day Meal Scheme (MDM): 

The Government of Karnataka introduced the Mid-Day Meal (MDM) Scheme in the 

State during the year 2002-03. The main objective of the scheme is to provide nutritious food 

to the students and this includes supplying of Turdal, RBD Palmolien and Channagram. The 

Karnataka Food & Civil Supplies Corporation Ltd is a nodal agency for this prestigious 

Government Scheme.  

Some of the highlights of the scheme are as follows: - 

1. Free rice is distributed under MDM scheme for 1st to 8th Standard students, whereas 

for 9th to 10th standard students the rice is being purchased from registered suppliers 

through NCDEX E–Auction who quotes L-1 rates for that particular month. 

2. Toordhal and RBD Palmolien are supplied since 2011, Channagram since 2015 and 

Double Fortified with Vitamin A and D since 2017. The food grains and edible oil are 

purchased from registered suppliers through NCDEX E–Auction, whereas from June-

2018 onwards Toordhal is being purchased from NAFED as per Government 

direction. 

3. The NCML, Hyderabad is appointed as a third party assayer for assaying the quality 

of Common Rice and Channagram. 

The Corporation owns 67 godowns in the state. In some of the Districts 42 separate 

godowns are handling MDM scheme transaction. There are 207 PDS godowns among which 

some of the godowns are attached for transacting MDM food grains.  

The total storage capacity of the Corporation is 304772 MTs, out of which 36598 MTs in 

capacity owned by the Corporation and 268174  MTs. in capacity are hired Godowns by the 

Corporation. 
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The statement showing  the information of own Godowns, Govt Godowns and hired Godowns 
from TAPCMS, APMC, SWC, CWC, and private Godowns and capacity  in Mts as on 31.03.2018. 

Karnataka Food & Civil Supplies Corporation Ltd. 
No. 16/I, Millers Tank Bed area, Vasanth nagar Banglore-52 

Statement Showing the details of Godowns capacity In MTs 
  

Sl. 
No District 

No. of 
Whole
sale 
point 

Own Capacity TAPCMS Capacity APMC Capacity KSWC Capacity PVT Capacity Others Capacity TOTAL 

1 Bagalkot 8 1 500 1 750 -   3 5100 7 7825     14175 

2 Banglore North 9 6 2805 -   -   -   2 496 1 300 3601 

3 Banglore South 7 1 700 -   -   1 1000 3 1100 3 1800 4600 

4 Belgavi 9 4 2100 -   7 2400 6 6233 9 3600 1 800 15133 

5 Ballari 11 1 2000 2 900 9 7850 2 1600 4 1400 2 500 14250 

6 Bidar 6 4 2900 -   2 1800 -   11 10330 -   15030 

7 Bijapura 11 2 920 4 1200 2 1400 5 7706 10 4160 -   15386 

8 Chamarajanagara 7 1 450 3 1750 8 2650             4850 

9 Chikkaballapura 5     2 2000     1 2000 8 3850     7850 

10 Chikkamagaluru 7 2 1000     3 2000 2 4900 1 120     8020 

11 Chitradurga 6     1 300 3 1550     8 6650     8500 

12 Davanagere 11 1 900 2 2500 5 7900     4 4900     16200 

13 Dharwad 7 1 533 4 1583 4 2103 2 3800 1 1500     9519 

14 Gadag 6     8 2830 4 1020 1 2037 9 2275     8162 

15 Gulbarga 9 7 4950 3 850 3 1000 1 2000 11 14650     23450 

16 Hassan 15     6 4300 4 2400 2 1333 4 2925 1 500 11458 

17 Haveri 4         9 8110 2 2000 2 1500     11610 

18 Karwar 5 1 400 1 200 1 900 1 800 4 1400 1 600 4300 

19 Kolar 6 4 5840         1 2000 4 3825     11665 

20 Koppal 4     1 1300 6 1950 3 4509 6 1550     9309 

21 Mandya 5 1 4000 1 1000 1 850 1 2143 1 250 1 1000 9243 

22 Madikeri 2     1 250 6 710             960 

23 Mangalore 5     3 1600 1 300     7 5951     7851 

24 Mysore 10     1 1250 6 4900 1 5000 2 2450     13600 

25 Raichuru 5 2 1350 2 950 3 1900 1 2000 15 7400 1 1000 14600 

26 Ramanagara 4                 8 8610     8610 

27 Shimoga 10 9 4650 2 750 8 4400 1 1250 1 200     11250 

28 Tumkuru 11     1 850 5 3750 4 7190 5 3800     15590 

29 Yadgiri 2 1 600             3 5400     6000 

    207 49 36598 49 27113 100 61843 41 64601 150 108117 11 6500 304772 
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As on 31st March 2018 the Corporation has 207 Wholesale points and 121 Retail points 
and 42 separate Akshara dasoha Wholesale points, 3 kerosene oil Points, 3 Petrol bunks and 7 
LPG and 1 Auto Gas unit.  

As per G.O. AANASA 23 RPR 2010, Bangalore, dated 11th June 2010, the Government 
of Karnataka has transferred the ownership of 46 Government Godowns to the Corporation. 
Out of 46 Godowns, the status of 6 Godowns are as under:- 

1. Two Godowns at Humnabad in Bidar district are still under custody of TAPCMS. The 
High Court bench of Gulbarga has given direction to Deputy Commissioner (DC), Bidar 
to take action to vacate the Godowns and handed over to KFCSC by TAPCMS. 
Accordingly the DC has issued order to TAPCMS. The TAPCMS have brought stay 
against the Deputy Commissioner’s order.  In this connection, the concerned District 
Manager has requested Deputy Commissioner Bidar for vacating the stay in District 
Session Court, Bidar.  

 
2. The District Manager, Belgaum has mentioned in the letter dated 21-09-2015 that the 

existing Godown at Shahapur has been dismantled and vacant land has been handed over 
to Head Master, Govt Primary School, Shahapura.  For obtaining alternate land of 1.00 
acre on free of cost from Deputy Commissioner, the District Manager, Belgaum is 
pursuing with Deputy Commissioner’s office.  

 
3. The KSCMF has handed over Godown at Nehruganj to Corporation on 27.08.2016. 

 
4. One Godown at Deputy Commissioner’s office premises at Bijapur are in dilapidated 

condition. Instead of this alternate land was requested. The District Manager, Bijapur, is 
pursuing with Deputy Commissioner’s office, to obtain alternate land. 

 
5. Godown at Kone Village in Karwar is in the possession of KFCSC. The Property title of 

the Godown is still in favour of P.W.D. For this, the District Manager, Belgaum is 
pursuing with P.W.D. to transfer Property title of the Godown in favour of Corporation. 

 
6. The Karnataka Housing Board has completed the construction work of 7 Godowns in 

Shimoga District and 2 Godowns in Davanagere District. The same has been handed over 
to KFCSC Ltd. These Godowns are in use of storage of food grains.   
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2.   TRANSACTIONS IN NON-PDS COMMODITIES: 
Your Corporation continued to take up the transactions of NON-PDS commodities.  

These transactions resulted in a total turnover of Rs 77.06 Crores during the year. 

3.  M.S.P. OPERATIONS: 
During the year 2017-18 the Corporation has procured Ragi and Rabi Paddy under 

Minimum Support Price Operations. Details given below. 

Commodity Procured Qty in Qtls 

Ragi 137418.88 

Rabi Paddy 10029.55 

4.   EVENTS SUBSEQUENT TO THE DATE OF FINANCIAL STATEMENTS:  
There are no material changes after 31st March, 2018 till the date of signing of this 

Report. 

 
5. CHANGE IN THE NATURE OF BUSINESS : 

There were no changes in the business of the Company during the year ended 31.03.2018. 

6. DIVIDEND:   
Your Directors have not recommended any dividend for the year.  

7. AMOUNTS TRANSFERRED TO RESERVES: 
The Company has not transferred any amount to the Reserves during the year ended 

31.03.2018.  

8. CHANGES IN SHARE CAPITAL: 
There were no changes in the Capital Structure of the Company during the year under  

report. Capital structure remained as follows: 

The Authorized Capital of the Company: 
Rs. 6,00,00,000/- (Rupees Six Crores only) divided into 60,000 (Sixty Thousand only) 

Equity Shares of Rs.1,000/- (Rupees Thousand only) each.  

The issued, subscribed and paid up capital of the Company:  
Rs. 3,25,00,000/- (Rupees Three Crores Twenty Five Lakhs only) divided into 32,500 

(Thirty Two Thousand Five Hundred only) Equity Shares of Rs.1,000/- (Rupees Thousand 

only) each.  
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9. BOARD MEETINGS:  
During the year under review 3 (Three) Meetings were held on 30.06.2017, 22.08.2017 

and 11.12.2017.  Though the Meeting was convened on 31.03.2018 the meeting could not be 
held in view of the directions from the Chief Electoral Officer, Karnataka who asked not to 
hold any Board Meeting until the completion of the Legislative Assembly elections. i.e.,         
May-2018. Hence the meeting of the Board could not be held within a time gap of 120 days 
between two consecutive Meetings.  

The Agenda and notes thereon of the Meeting are circulated to the Directors in advance.  
Minutes of the Meetings of the Board of Directors are circulated amongst the Members of the 
Board for their perusal.  

10.  DIRECTORS: 
The Board of Directors comprised of the following as of this date: 

Shri B.Z. Zameer Ahmed Khan Chairman 
Shri. Kapil  Mohan, IAS Director 
Shri. T.K. Anil Kumar,  IAS Director 
Dr.  Ekroop caur, IAS Director  
Shri. T.H.M. Kumar, IAS Director 
Shri.K. Hemaji Naik, IAS Managing Director 
Shri. M.V. Chandrakanth, KAS Director 
 

Names of the Directors served during the year 01-04-2017 to 31-03-2018 

Sl. No Name Period 
1.  Shri. Haji Shafi ulla 09-11-2016 to  30.05.2018 
2.  Shri. N. Shrinivasa 02-11-2016  to  30.05.2018  
3.  Smt. Renuka Chidambaram, IAS 08.08.2017 to 31.07.2018  
4.  Shri Ritesh Kumar Singh, IAS 20-06-2015  to 25.07.2017 
5.  Shri. Srivatsa Krishna, IAS 18.03.2017 to 06.06.2017 
6.  Shri. Harsh Gupta, IAS 07-04-2016 to 02.08.2017 
7.  Shri. Anurag Tewari, IAS 18-01-2017 to 17.05.2017  
8.  Shri. V. Venkatesh 23-06-2016 to  30.05.2018 
9.  Shri. Kalil Sab 23-06-2016 to  30.05.2018 
10.  Shri. Syed Shalam   23-06-2016 to  24.02.2018 
11.  Shri. Hariharananda Swamy 07-02-2017 to 23.01.2018 
12.  Shri. D.M. Kumaraswamy 07-02-2017 to 30.05.2018 
13.  Shri. Vijay Kumar N Patil 04.11.2017 to 30.05.2018 
14.  Shri. A. Nagaraj 04.11.2017 to 30.05.2018 



 

11 
 

15.  Shri. K.R. Narayana 23.01.2018 to 30.05.2018 
16.  Shri. Pankaj Kumar Panday IAS 02.08.2017  to 14.09.2018 
17.  Smt. Chaitra, V. IAS 02.08.2017 to 13.03.2018 
18.  Dr. Arundhathi Chandrashekar IAS 13.03.2018 to 27.08.2018 
19.  Dr. Ekroop Cour IAS 25.07.2017 on wards 
20.  Shri. V. Yashvanth. IAS 06.06.2017 To 01.07.2017  
21.  Shri. K. Hemaji Naik. IAS 01.07.2017 on wards 
22.  Shri. Syed Omer Farooq 24.02.2018 to 30.05.2018 

 

Smt. Chaitra.V. IAS, Shri. V. Yashavanth, IAS, Shri. Syed Shalam, Shri. Hariharand 
Swamy ceased to be Directors after 31st March, 2018. 

Shri. B.Z. Zameer Ahmed Khan, Shri. Kapil Mohan, IAS, Shri. T.K. Anil Kumar, IAS 
Shri. T.H.M. Kumar, IAS were appointed as the Directors of the company after 31.03.2018. 

Your Board places on record its deep appreciation for the services rendered by the 
outgoing Directors.  

1111..    DDEECCLLAARRAATTIIOONN  FFRROOMM  IINNDDEEPPEENNDDEENNTT  DDIIRREECCTTOORRSS  OONN  AANNNNUUAALL  BBAASSIISS::  
Being a Government Company and since the Directors are appointed by Government of 

Karnataka, this is not applicable. 

1122..    VVIIGGIILL  MMEECCHHAANNIISSMM::  
Being a “Government Company”, Section 177 (9) and (10) is not applicable. 

13.  DIRECTORS’ RESPONSIBILITY STATEMENT: 
In pursuance of Section 134 (5) of the Companies Act, 2013, the Directors hereby 
confirm that: 

(a) In the preparation of the annual accounts, the applicable accounting standards had been 
followed along with proper explanation relating to material departures. 
(b) The directors had selected such accounting policies and applied them consistently and made 
judgements and estimates that are reasonable and prudent so as to give a true and fair view of the 
state of affairs of the company at the end of the financial year and of the profit and loss of the 
company for that period; 
(c) The directors had taken proper and sufficient care for the maintenance of adequate accounting 
records in accordance with the provisions of this Act for safeguarding the assets of the company 
and for preventing and detecting fraud and other irregularities; 
(d) The directors had prepared the annual accounts on a going concern basis; and  
(e) The directors had devised proper systems to ensure compliance with the provisions of all 
applicable laws and that such systems were adequate and operating effectively. 
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14. INFORMATION ABOUT THE FINANCIAL PERFORMANCE / 
FINANCIAL POSITION OF THE SUBSIDIARIES / ASSOCIATES/JV: 
The Company does not have any Subsidiaries, Associates or Joint Ventures. 

15.  EXTRACT OF ANNUAL RETURN: 
As required pursuant to Section 92(3) of the Companies Act, 2013 and rule 12(1) of the 

Companies (Management and Administration) Rules, 2014, an extract of Annual Return is 
given in MGT 9 as an ANNEXURE I. 

16.  STATUTORY AUDITORS:  
The Statutory Auditors of your Company are appointed by the Comptroller & Auditor 

General of India. Messrs Rao & Swami, Chartered Accountants were appointed as Statutory 
Auditors for the financial year 2017-18. 

17.  SECRETARIAL AUDIT:  
Pursuant to the provisions of Section 204 of the Companies Act, 2013 and The 

Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014, the 
Company has appointed Sri. S. Vishwanathan, Bangalore, a Company Secretary in Practice to 
undertake the Secretarial Audit of the Company for the year 2017-18. The Report of the 
Secretarial Auditor in the Form MR-3 is annexed to this Report as Annexure III. 

18. QUALIFICATIONS IN AUDIT REPORTS: 
a. Explanations or comments on every qualification, reservation or adverse remark or 

disclaimer made by the Statutory Auditor in his report are attached as addendum. 

b. Explanations or comments on every qualification by Mr. S. Vishwanathan 
Practicing Company Secretary is annexed to this report as ANNEXURE-IV. 

19. CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND 
FOREIGN EXCHANGE OUTGO: 

 (A) Conservation of energy: 

Steps taken / impact on conservation of 
energy, 

The Company does not carry on any activity 
involving consumption of power and uses only for 
office use.  However, your Company has 
introduced various measures to conserve and 
minimize the use of energy wherever it is possible. 

(i) Steps taken by the company for 
utilizing alternate sources of energy 
including waste generated 

Nil 

(ii) Capital investment on energy 
conservation equipment 

Not Applicable 
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Total energy consumption and energy 
consumption per unit of production as per 
Form A  

Not Applicable 

 

(B) Technology absorption: 

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

Nil 

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

Not Applicable 

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

 

Technology imported Not Applicable 
Year of Import Not Applicable 
Has technology been fully absorbed Not Applicable 
If not fully absorbed, areas where this has not taken 
place, reasons therefore and future plan of action 

Not Applicable 

 
(C) Research and Development (R&D) 

Specific areas in which R & D carried out by the 
company 

The Company has not carried out 
any research and development 
work during the course of the 
year.  

Benefits derived as a result of the above R & D Not Applicable 
Future plan of action Not Applicable 
Expenditure on R & D - 
(a) Capital Nil 
(b) Recurring Nil 
(c) Total Nil 
(d) Total R & D expenditure as a percentage of total 
turnover 

Nil 
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(D) Foreign exchange earnings and Outgo: 
 

Activities relating to exports Not Applicable 
Initiatives taken to increase exports Not Applicable 
Development of new export markets for products and 
services 

Not Applicable 

Export plans Not Applicable 
Total Exchange used (Cash basis) As on 31st March, 2018: Nil 
Total Foreign Exchange Earned (Accrual Basis) As on 31st March, 2018: Nil 

 
20. DISCLOSURE RELATING TO REMUNERATION OF EMPLOYEES: 

There are no employees receiving remuneration more than the limits prescribed in Sub 
Rule 5(2) of the Companies (Appointment and Remuneration of Managerial Personnel) 
Rules, 2014. 

There are no employees posted and working in a country outside India, not being 
Directors or relatives, drawing more than the limits prescribed in Sub Rule 5(3) of the 
Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014. 

21.  DETAILS RELATING TO DEPOSITS, COVERING THE FOLLOWING: 
Your Company has not invited/accepted/renewed any deposits from the Public as defined 

under the provisions of Companies Act, 2013 and accordingly, there were no deposits which 
were due for repayment on or before 31st March 2018. 

22.  SIGNIFICANT AND MATERIAL ORDERS PASSED BY THE REGULATORS:  
There are no such events during the year. 

23. DETAILS OF ADEQUACY OF INTERNAL FINANCIAL CONTROLS:  
The Company is following adequate Internal Financial Controls with reference to the 

Financial Statements. 

24.  PARTICULARS OF LOANS, GUARANTEES OR INVESTMENTS: 
The Company has duly complied with the provisions of Section 186 of the Companies 

Act, 2013. The Company has not made any investments. The details of loans, guarantees are 
as follows: 
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Details of Loans:  
                                                                                                            Amount in Rs 
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1 30.3.13 KFCSC 250 
Crores 

PDS 
Non PDS 

Continuing 30.3.13  8.40% Hypotication 
of Stock 

2 13.3.14 KFCSC 400 
Crores 

PDS  15.3.14  8.50% Govt. 
Guarantee 

3 - - - - - - - - -                       

 
Details of Guarantee / Security Provided: 
                                                                                                              Amount in Rs 
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01 13.3.2014    400 
Crores 

Guarant-ee is given 
by the Govt. to 
Indian Bank to 
obtain  CC limit 

15.3.2014  3,56,83,376.00 
Inclusive of GST 

02 -- -- -- -- -- -- -- 
03 -- -- -- -- -- -- -- 

25.  RISK MANAGEMENT POLICY: 
In today’s economic environment, Risk Management is a very important part of business. 

The main aim of risk management is to identify, monitor and take precautionary measures in 
respect of the events that may pose risks for the business. Your Company’s risk management is 
embedded in the business processes.  
26. CORPORATE SOCIAL RESPONSIBILTY POLICY : 
Since the Corporation is engaged fully on social objectives with non profit motive, the 
Corporation has requested the Secretary, the Ministry of Corporate Affairs to grant exemption 
from the applicability of Section 135 of the Companies Act, 2013 and to grant exemption from 
spending on the Corporate Social Responsibility and to constitute Corporate Social 
Responsibility Committee (CSR Committee) as per Section 135 of the Companies Act, 2013 and 
other consequent provisions there of.  
 



 

16 
 

27.  DISCLOSURE UNDER THE SEXUAL HARASSMENT OF WOMEN AT 
WORKPLACE (PREVENTION, PROHIBITION AND REDRESSAL) ACT, 2013:  
Your Company has always believed in providing a safe and harassment free workplace 

for every individual working in Company’s premises through various interventions and 
practices. The Company always endeavours to create and provide an environment that is free 
from discrimination and harassment including sexual harassment. No complaint pertaining to 
sexual harassment was reported during the year. As per the Hon’ble Supreme Court direction 
in WP No.666-70/1992, Corporation formed 11 Members Committee to hear the grievances, 
if any of the women employees.  The composition of the Committee is as follows: 

1) Smt. Suvarna Hemalatha Chairman 

2) Smt. T.S. Shila Vice Chairman 

3) Smt. Leelamma Member 

4) Smt. Geethakumari Member 

5) Smt. T. Sharada Member 

6) Smt. Kamala Member 

7) Smt. R. Premaleela Member 

8) Smt. Jayalakshmi  Member 

9) Smt. Sarojamma Member 

10) Shri. H.D. Vijayamurthy Member 

11) Smt. H.G. Shobha Non official Member 
 
 
 

28.  ACKNOWLEDGEMENTS: 
The Board of Directors wishes to place on record its appreciation for the sincere and 

dedicated efforts of all employees. Your Board of Directors would also like to thank the 
Shareholders, Bankers and other Business associates for their sustained support, patronage 
and cooperation. 
 

 
 
 
 

 
Place:Bangalore 
Date: 26.12.2018 

By the order of the Board 
For and on behalf of Karnataka Food and 

Civil Supplies Corporation Limited 

 
Sd/- 

Chairman 
( B.Z. Zameer Ahmed Khan) 
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Annexure 1 
Form No. MGT-9 

EXTRACT OF ANNUAL RETURN 
as on the financial year ended on 31st March, 2017 

[Pursuant to section 92(3) of the Companies Act, 2013 and rule 12(1) of the Companies 
(Management and Administration) Rules, 2014) 

I. REGISTRATION AND OTHER DETAILS: 

i)   CIN: U51220KA1973SGC002400 
      Foreign Company Registration Number/GLN: NA 

ii)  Registration Date: 07.09.1973                                  

iii) Name of the Company: Karnataka Food and Civil Supplies Corporation 
Limited 

iv) Category of the Company: - [Pl. tick] 

1.  Public Company                                     (Yes) 

2.  Private company                                     (NA) 

Sub Category of the Company:- [ Please tick whichever are applicable] 

1) Government Company (Yes) 

2) Small Company (NA) 

3) One Person Company (NA) 

4) Subsidiary of Foreign Company (NA) 

5) NBFC (NA) 

6) Guarantee Company (NA) 

7) Limited by shares (Yes) 

8) Unlimited Company (NA) 

9) Company having share capital (Yes) 

10) Company not having share capital (NA) 

11) Company Registered under Section 8 (NA) 
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v)  REGISTERED OFFICE ADDRESS AND CONTACT DETAILS: 
 

Address 
Town / City 

16/I, Miller Tank Bed Area, Vasanthnagar, 
Bangalore  

State   
Pin Code 

Karnataka 
560 052 

Country Name  
Country Code 

INDIA 
IN 

Telephone  
With STD  

 
Area Code       080                     Number     2226 0932 

Fax Number Area Code       080                     Number    2226 6299 
Email Address 
Website, if any 

info@kfcsc.com 
    www.kfcsc.com 

vi) Whether shares listed on recognized Stock Exchange(s) -        Yes/No 
If yes, details of stock exchanges where shares are listed : NA 
 

vii) Name, Address and contact details of Registrar & Transfer Agents (RTA), NA  

II. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY 
All the business activities contributing 10 % or more of the total turnover of the company 

shall be stated:- 

 

Sl. 
No. 

Name and Description of main 
products / services 

NIC Code of the 
Product/ service 

% to total turnover 
of the Company 

1 __________  ______ 

III. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE   
COMPANIES –NA 

Sl. No. 
 

Name and 
Address of the 

Company 

CIN/GLN Holding/ 
Subsidiary/ 
Associate 

%of shares 
held 

Applicable 
Section 

1 Nil Nil Nil Nil Nil 

 
 

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

Category of 
Shareholders 

 

No. of Shares held at the 
beginning of the year 

 

No. of Shares held at the 
end of the year 

 

% 
Change 
during 

the 
year 

 
Demat Physical Total 

% of 
Total 

Shares 
Demat Physical Total  

A.Promoters         
(1) Indian         
a)Individual/ HUF - - - - - - - - 
b)Central Govt - - - - - - - - 
c)State Govt (s) - 32,493 32,493 99.98% 32,493 32,493 - 
d)Bodies Corp. - - - - - - - - 
e) Banks / FI - - - - - - - - 
f) Any Other 
(Nominees from 
Government) 

- 7 7 0.02% - 7 7 - 

Sub-total(A) (1) - 32,500  100 % - 32,500 32,500 - 
(2) Foreign         
a) NRIs - 
Individuals 

 - - -  - - - 

b) Other – 
Individuals 

 - - -  - - - 

c)Bodies Corp.  - - -  - - - 
d) Baks / FI  - - -  - - - 
e) Any Other….  - - -  - - - 
Sub-total(A) (2)  - - - - - - - 
Total 
shareholding of 
Promoter 
(A)=(A)(1)+(A)(2) 

- 32,500  100 % - 32,500 32,500 - 

 
B. Public 
Shareholding 

        

1. Institutions         
a)Mutual Fund  - - - - - -  
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b) Banks/ FI  - - - - - -  
c) Central Govt  - - - - - -  
d)State Govt(s)  - - - - - -  
e)Venture Capital 
Funds 

 
- - - - - - 

 

f)Insurance 
Companies 

 
- - - - - - 

 

g) FIIs  - - - - - -  
h)Foreign Venture 
Capital Funds 

 
- - - - - - 

 

i)Others (specify)  - - - - - -  
Sub-total (B)(1)         
2.Non-
Institutions 

        

a)Bodies Corp.         
i) Indian  - - - - - -  
ii) Overseas  - - - - - -  
b) Individuals         
i)Individual 
shareholders 
holding nominal 
share capital upto 
Rs. 1 lakh 

 - - - - - -  

ii) Individual 
shareholders 
holding 
nominal share 
capital in 
excess of Rs 1lakh 

 - - - - - -  

c) Others  - - -  - -  
Sub-total (B)(2)  - - -  - -  
Total Public 
Shareholding 
(B)=(B)(1)+ 
(B) (2) 

 - - -  - -  

C. Shares held by 
Custodian for 
GDRs & ADRs 

 - - -  - -  

Grand Total 
(A+B+C) 

 
32,500 

 
32,500 

 
100 % 32,500 

 
32,500 
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 (ii) Shareholding of Promoters 

Sl 
No 

Shareholder’s 
Name 

Shareholding at the beginning of the 
year 

Share holding 
at the end of the year 

No. of 
Shares 

 

% of total 
Shares of 

the 
company 

%of Shares 
Pledged / 

encumbered 
to total 
shares 

No. of 
Shares 

 

% of 
total 

Shares 
of the 

company 

% change 
In share 
holding 
during 

the year 
1 Governor of 

Karnataka 
32,493 99.98% - 32,493 99.98%  

2 Nominees of 
Government 

7 0.02%  7 0.02%  

TOTAL 32,500 100.00% - 32,500 100.00%  

(iii) Change in Promoters’ Shareholding  

Sl. 
No. 

 Shareholding at the 
beginning of the year 

Cumulative Shareholding 
at the end of the year 

  No. of 
shares 

% of total 
shares of the 

company 

No. of 
shares 

% of total 
shares of 

the company 
1.Governor of  
     Karnataka 
2.Nominees of 
Government 

At the 
beginning of the year 

32,493 
  

7 

99.98
% 

 
0.02% 

32,4
93 

 
7 

99.98% 
 

0.02% 

 Date wise Increase / 
Decrease in Promoters 
Share holding during the 
year specifying the 
reasons for increase / 
decrease (e.g. allotment / 
transfer / bonus/ sweat 
equity etc) 

 
 
 
 
 
 
- 

 
 
 
 
 
 
- 

 
 
 
 
 
 
- 

 
 
 
 
 
 
- 

1.Governor of  
   Karnataka 
2.Nominees of     
Government 

At the End of the year 32,493 
 
 

7 

99.98% 
 
 

0.02% 

32,493 
 
 

7 

99.98% 
 
 

0.02% 
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(iv) Shareholding Pattern of top ten Shareholders (other than Directors, Promoters and 
Holders of GDRs and ADRs): 

Sl. 
No. 

For Each of 
the Top 10 

Shareholders 
 

Shareholding at the 
beginning of the year 

Cumulative Shareholding 
at the end of the year 

No. of 
shares 

% of total 
shares of 

the 
company 

No. of 
shares 

% of total 
shares of 

the 
company 

1 At the beginning of the year Nil Nil Nil Nil 

2 

Date wise Increase/ Decrease in Share 
holding during the year 
specifying the reasons for 
increase/ decrease (e.g. 
allotment / transfer/ bonus/sweat 
equity etc) 

 
Nil 

 
 
 
 

 
Nil 

 
 
 
 
 

 
Nil 

 
 
 
 

 
Nil 

 
 
 
 

3 
At the End of the year ( or on the date 
of separation, if separated 
during the year) 

Nil Nil Nil Nil 

 
 (v) Shareholding of Directors and Key Managerial Personnel: 

Sl. 
No. 

For Each of 
The Directors 

and KMP 

Shareholding at the beginning 
of the year 

Cumulative Shareholding 
at the end of the year 

No. of shares % of total 
shares of the 

company 

No. of 
shares 

% of total 
shares of 

the company 
1 At the beginning of 

the year 
    

2 Date wise Increase / 
Decrease in Share holding 
during the year specifying the 
reasons for increase / 
decrease (e.g. 
allotment /transfer / 
bonus/ sweat 
equity etc) 

    

3 At the End of the year     
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V. INDEBTEDNESS 
Indebtedness of the Company including interest outstanding/accrued but not due for 
payment –                                                                    (Rs. In Crores) 

 
Secured Loans 

excluding 
deposits 

Unsecured 
Loans 

 
Deposits Total 

Indebtedness 

Indebtedness at the beginning of 
the financial year 

    

i)Principal Amount     

ii) Interest due but not paid     

iii)Interest accrued but not due     

Total (i+ii+iii)     

Change in Indebtedness during 
the financial year 

    

• Addition     

• Reduction     

Net Change     

Indebtedness at the end of the 
financial year 

    

i)  Principal Amount 520.06   520.06 

ii) Interest due but not paid     
iii) Interest accrued but not due      

Total (i+ii+iii) 520.06   520.06 
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VI. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL 
PERSONNEL 
A. Remuneration to Managing Director, Whole-time Directors and/or Manager: - 

Sl. 
no. 

Particulars of 
Remuneration 

Name of MD/WTD/Manager 
 

Total 
Amount 

in Rs. 
 MD ---- ---- ----  

1 1. Gross salary 15,37,733.00    15,37,733.00 

(a) Salary as per 
provisions contained in 
section 17(1) of the 
Income-tax Act,1961 

      

(b)Value of perquisites 
u/s 17(2)Income-tax Act, 
1961 

     

(c) Profits in lieu of 
salary under section 17(3) 
Income-tax Act, 1961 

     

2 Stock Option      

3 Sweat Equity      

4 Commission      
- as % of profit      

-others, specify…      

5 Others, please specify      

Total (A)      

Ceiling as per the Act      

  

B. Remuneration to other Directors: - 

Sl. 
No. Particulars of Remuneration Name of MD/WTD/Manager 

Total 
Amount 

in Rs. 
 ---- ---- ---- ----  

1 Independent Directors    

• Fee for attending board / 
committee meetings 

   

• Commission    

• Others, please specify    

Total (1)    
2 Other\Non-Executive Directors    
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•Fee for attending board 
/committee meetings 

68,900.00  68,900.00 

• Commission    

• Others, please specify     

Total (2) 68,900.00  68,900.00 

Total (B)=(1+2)     
Total Managerial emuneration    

Overall Ceiling as per the Act    

 
C. REMUNERATION TO KEY MANAGERIAL PERSONNEL OTHER THAN 
MD/MANAGER/WTD –NA 
VII. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES: NA 

 
By the order of the Board 

For and on behalf of Karnataka Food and   
Civil Supplies Corporation Limited 

 
Place: Bangalore                                                                       Sd- 
Date: -26.12.2018                                 Chairman 
                                                                                (B.Z. Zameer Ahmed Khan)  
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ANNEXURE III 
FORM NO. MR-3 

SECRETARIAL AUDIT REPORT 

For The Financial Year Ended 31st March 2018 
[Pursuant To Section 204(1) of the Companies Act, 2013 and Rule No.9 of the 

Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014] 
 
To, 
The Members, 
KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 
16/1 Millers Tank Bed Area, Vasanthnagar, 
Bangalore:-560052 
 

I/We have conducted the Secretarial Audit of the compliance of applicable statutory 
provisions and the adherence to good corporate practices by KARNATAKA FOOD AND 
CIVIL SUPPLIES CORPORATION LIMITED (U85110KA1966SGC001612) having its 
Registered Office at, 16/1 Millers Tank Bed Area, Vasanthnagar, Bangalore:-560052  
(hereinafter called the Company). 

1.  The Company is a “Government Company” and is mainly engaged in Procurement & 
distribution of essential commodities through Public distribution system. It is a wholly owned 
Government Company of Government of Karnataka. As per the Articles of Association, the 
Company is also required to comply with the directions and guidelines issued by Government 
of Karnataka from time to time. As per Notification NOG.S.R., 463(E) dated 5th June 2015 
issued by Ministry of Corporate Affairs, Government Companies are exempted from 
complying with some of the provisions of the Companies Act, 2013.  

2. Secretarial Audit was conducted in a manner that provided me/us a reasonable basis for 
evaluating the corporate conduct/statutory compliances and expressing my opinion thereon. 

3. Based on my/our verification of the Company’s books, papers, minute books, forms 
and returns filed and other records maintained by the Company and also the information 
provided by the Company, its officers, agents and authorized representatives during the 
conduct of Secretarial Audit, I/We hereby report that in my/our opinion, the Company has, 
during the audit period covering the financial year ended on 31st March 2018, save as 
mentioned in paragraph 8, complied with the statutory provisions listed hereunder and also 
that the Company has proper Board-processes and compliance-mechanism in place to the 
extent, in the manner and subject to the reporting made hereinafter: 
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4. I/we have examined the books, papers, minute books, forms and returns filed and other 
records maintained by the Company for the financial year ended on 31st March 
2018according to the provisions of: 

a) The Companies Act, 2013 (the Act) and the Rules made there under; 
b) The Securities Contracts (Regulation) Act, 1956 (‘SCRA’) and the rules made 

there under; 
c) Indian Contract Act, 1972 
d) Karnataka Shops and Commercial Establishment Act, 1961 
e) The Karnataka Tax On Professions, Trades, Callings And Employment Act, 1976 
f) Sexual Harassment of Women at Workplace (Prevention, Prohibition and 

Redressal) Act, 2013 
g) Employees Provident Fund and Miscellaneous Provisions Act, 1952  
h) Maternity Benefits Act, 1961 
i) Minimum Wages Act, 1948 
j) Payment of Bonus Act, 1965 
k) Payment of Gratuity Act, 1972 
l) Payment of Wages Act, 1936 
m) Apprentices Act, 1961 
n) Essential Commodities Act, 1955 

5.  I/we have also examined compliance with the applicable clauses of the 
following: 

a) Secretarial Standards issued by The Institute of Company Secretaries of India 
b) I/we further report that, the Board of Directors of the Company is duly constituted 

with proper balance of Executive Directors, Non-Executive Directors, 
Independent Directors and a Women Director as required under the proviso to 
Section 149 (1). 

c) The changes in the composition of the Board of Directors that took place during 
the period under review were carried out in compliance with the provisions of the 
Act. 

d) Adequate notice is given to all Directors to schedule the Board Meetings, agenda 
and detailed notes on agenda were sent at least seven days in advance, and a 
system exists for seeking and obtaining further information and clarifications on 
the agenda items before the meeting and for meaningful participation at the 
meeting.  

e) Majority decision is carried through while the dissenting members’ views, if any, 
are captured and recorded as part of the minutes. 
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6. I/we further report that there are adequate systems and processes in the Company 
commensurate with the size and operations of the company to monitor and ensure compliance 
with applicable laws, rules, regulations and guidelines. 

7. I/we further report that during the audit period the Company has: 

(i) Not issued any Public/Right/Preferential shares / debentures/sweat equity, etc.  
(ii) Not Redeemed /bought back securities. 
(iii) Major decisions taken by the members in pursuance to Section 180 of the 

Companies Act, 2013. 
(iv) Merger / amalgamation / reconstruction, etc. - NIL 
(v)  Foreign technical collaborations – NIL 

 

8. Qualification:  

The Company did not comply with provisions of Section 173 of the Companies Act, 2013 
and the Secretarial Standard - SS-1 inasmuch as the interval between two Board Meetings 
held was more than one hundred and twenty days. 

9. I have not examined compliance by the Company with applicable financial laws, 
like direct and indirect tax laws, since the same have been subject to review by statutory 
financial audit and other designated professionals 

In general, it was observed that the Company, being a Government Company and subject 
to CAG Audit, is maintaining all the required records properly and have established systems 
and procedures for complying with various applicable laws.  

 
Sd- 

S Viswanathan 
Practicing Company Secretary 

ACS No: 5284 
CP No: 5284 

Place: Bangalore 
Date: 26-12-2018 
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Annexure A 
To  
The Members  
KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 

My report of even date is to be read along with this letter. 

1) Maintenance of secretarial record is the responsibility of the management of the 
Company.  My responsibility is to express an opinion on these secretarial records based 
on my audit. 

2) I have followed the audit practices and process as are appropriate to obtain reasonable 
assurance about the correctness of the contents of the secretarial records.  The 
verification was done on test basis to ensure that correct facts are reflected in secretarial 
records. I believe that the process and practices, I followed provide a reasonable basis 
for my opinion. 

3) I have not verified the correctness and appropriateness of financial records and Books 
of Accounts of the Company. 

4) Wherever required, I have obtained the Management representation about the 
compliance of laws, rules and regulations and happening of events, etc. 

 

5) The compliance of the Corporate and other applicable laws, rules, regulations, 
standards is the responsibility of management.  My examination was limited to the 
verification of procedure on test basis. 

6) The Secretarial Audit report is neither an assurance as to the future viability of the 
Company nor of the efficacy or effectiveness with which the management has 
conducted the affairs of the Company. 

 

Sd- 
S Viswanathan 

Practicing Company Secretary 
ACS No: 5284 

CP No: 5284 
Place: Bangalore 
Date: 26.12.2018. 
 



 

30 
 

Annexure-IV 

Qualification and reply to the comment of Secretarial Auditor 

Sl. 
No. 

Qualification made by 
Secretarial Auditor Reply of the Corporation 

1. The Company did not comply 

with provisions of Section 173 

of the Companies Act, 2013 and 

the Secretarial Standard – SS-1 

in as much as the interval 

between two Board Meetings 

held was more than one hundred 

and twenty days. 

The Company had convened a Board Meeting on 

31.03.2018 and the Meeting could not be held in 

view of the directions from the Additional Chief 

Electoral officer-1, Karnataka vide letter 

No:siasue 11 chumasam (amuchu-1) 2018, 

dated:31.03.2018. The Notification directed not to 

hold any Board Meeting until the completion of 

the Legislative Assembly elections. Hence, the 

meeting of the Board could not be held within a 

time gap of 120 days between two consecutive 

Meetings.  

This matter was also brought before the 292nd 

Board Meeting and the Board noted the same and 

recorded the exceptional circumstances, beyond 

the control of the Board. 

 

                                            Sd/ 
                                                    Managing Director 
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INDEPENDENT AUDITOR’S REPORT 
To the Members of Karnataka Food and Civil Supplies Corporation Limited 

Report on the Financial Statements 
1. We have audited the accompanying Ind AS financial statements of Karnataka Food and 

Civil Supplies Corporation Limited (“the Company”), which comprise the Balance Sheet 
as at March 31, 2018 and the Statement of Profit and Loss/Income and Expenditure 
Account (including Other Comprehensive Income), the Cash Flow Statement and the 
Statement of Changes in Equity for the year then ended, and a summary of significant 
accounting policies and other explanatory information. 

1 A. This report supersede our Independent Auditor’s Report dated 23.11.2018 on the Ind 
AS financial statement of the Company for the year ended 31st March 2018, which has 
been revised in the light of observations arising from the audit by Comptroller & 
Auditor General of India to correct certain inadvertent errors found in paragraph 5, 10 
(a) (ii) & 13.1 (a) in Annexure A and in paragraph 7(b) in Annexure D to the report. 

Management’s Responsibility for the Financial Statements 
2. 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 of these  
Ind AS financial statements that give a true and fair view of the state of affairs (financial 
position), profit or loss (financial performance including other comprehensive income), 
cash flows and changes in equity of the Company in accordance with the accounting 
principles generally accepted in India including Indian Accounting Standards(Ind AS) 
prescribed under section 133 of the Act. 
 

This responsibility also includes maintenance of adequate accounting records in 
accordance with the provisions of the Act for safeguarding of 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 
the accounting records, relevant to the preparation and presentation of the  Ind AS 
financial statements that give a true and fair view and are free from material 
misstatement, whether due to fraud or error. 

Auditor’s Responsibility 
3. Our responsibility is to express an opinion on these Ind AS financial statements based on 

our audit. 
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4. 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. 
 

5. We conducted our audit of the Ind AS financial statements 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 Ind AS financial statements are free from 
material misstatement. 
 

6. An audit involves performing procedures to obtain audit evidence about the amounts and 
the disclosures in the Ind AS financial statements. The procedures selected depend on 
the auditor’s judgment, including the assessment of the risks of material misstatement of 
the Ind AS 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  Ind AS 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 the accounting policies used and the reasonableness of 
the accounting estimates made by the Company’s Directors, as well as evaluating the 
overall presentation of the  Ind AS financial statements. 

 

7. We believe that the audit evidence we have obtained is sufficient and appropriate to 
provide a basis for our modified/adverse audit opinion on the Ind AS financial 
statements. 

Basis for Adverse Opinion 
8. Basis for Adverse Opinion are detailed in Annexure-A. The effect of our Observations in 

the said Annexure to the extent quantifiable is that Loss for the period is understated and 
Total comprehensive income is overstated by Rs. 5,823.75 lakh with consequential 
effects as set out in paragraph 34 of the said Annexure.   

Adverse Opinion 
9. In our Opinion and to the best of our information and according to the explanations 

given to us, in view of the effect / possible effect of the matters included in  Annexure A 
to this report referred to in the Basis for Adverse Opinion paragraph 8, the aforesaid, 
Ind AS financial statements do not give the information required by the Act in the 
manner so required and do not give a true and fair view in conformity with the 
accounting principles generally accepted in India including the Ind AS, of the state of 
affairs (financial position) of the Company as at March 31, 2018 and its profit (financial 
performance including other comprehensive income), and its cash flows and the changes 

in equity for the year ended on that date. 
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Other Matters 
10. The comparative financial information of the Company for the year ended 31st March, 

2017 and the transition date opening balance sheet as at 1st April, 2016 included in these  
Ind AS Financial Statements, are based on the previously issued statutory financial 
statements prepared in accordance with the Companies (Accounting Standards) Rules, 
2006 (as amended) audited by us for the year ended 31.03.2017 and by the predecessor 
auditor for the year ended 31.03.2016 whose reports dated 12th December, 2017 and 29th 
December 2016 respectively expressed modified/adverse opinion on those  financial 
statements, as adjusted for the differences in the accounting principles adopted by the 
Company on transition to Ind AS, which have been audited by us. In this regard 
attention is drawn to matters included in paragraph 2 in Annexure A. 

Report on Other Legal and Regulatory Requirements 

11. 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, 
we give in Annexure – D a statement on the matters specified in paragraphs 3 and 4 of 
the Order. 

12. As required by Section 143(3) of the Act, further to our comments in Annexure D, we 
report that: 

a)  We have sought and except for matters included in Annexure A referred to in 
paragraph 8 above, obtained all the information and explanations which to the best 
of our knowledge and belief were necessary for the purposes of our audit. 

b)  In our opinion, except for matters included in Annexure A (in particular paragraph 
1) referred to in paragraph 8 above, proper books of account as required by law 
have been kept by the Company so far as it appears from our examination of those 
books and proper returns adequate for the purpose of audit have been received from 
the District Offices not visited by us. 

c)  The Balance Sheet, the Income and Expenditure Account and the Cash Flow 
Statement and the Statement of Changes in Equity dealt with by this Report are in 
agreement with the books of account. 

d)  In our opinion, except in respect of matters included to in Annexure A (in particular 
paragraph 2 and 3) referred to in paragraph 8, the aforesaid Ind AS financial 
statements comply with the Indian Accounting Standards prescribed under Section 
133 of the Act. 
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e)  As per Notification F.No.1/2/2014-CL.V dated 5-6-2015 issued by the Central 
Government, the provisions of Section 164(2) of the Act regarding disqualification 
of director, are not applicable to the company. 

f)  Our qualification, reservation or adverse remarks relating to maintenance of account 
and matters connected therewith are included in Annexure A referred to in paragraph 
8 above. 

g)  With respect to the adequacy of the internal financial controls over financial 
reporting of the Company and operating effectiveness of such controls, refer to our 
separate Report in Annexure B. 

h)  With respect to other matters to be included in 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 its Ind AS financial statements – Refer Note 10.3, 33.1(a) & (b), 33.2, 
33.3 and 34(b) on Accounts. However, attention is also drawn to our observation 
in paragraph 28.1 & 28.2 in Annexure A referred to in paragraph 8 above. 

ii) The company did not have any long term contracts including derivative contracts 
for which there were any material foreseeable losses. 

iii) There were no amounts required to be transferred to Investor Education and 
Protection Fund (IEPF) by the Company.  

13. Based on the verification of records of the company and as per information and 
explanations given to us,  we give in Annexure C a report on/replies to the Directions 
and Additional Company Specific Directions issued by the Comptroller and Auditor 
General of India in terms of Section 143(5) of the Act.  
 

For RAO & SWAMI 
Chartered Accountants 

(FRN003105S) 

          

 Sd/-                            
(N. Ramesh) 

  Place: Bengaluru                                                 M No: 016153 
  Date: 20 .12.2018         PARTNER 
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 Karnataka Food & Civil Supplies Corporation Limited, Bengaluru  
Annexure A Referred to in paragraph 8 of Our Audit Report of Even Date  

Basis for Adverse Opinion 

1. Attention is drawn to Note 35.2 on Accounts that Sundry Creditors for trade Advance 
from Government, Security and Trade Deposits, Outstanding Liabilities, Sundry 
Debtors and Advances and deposits (which are stated net of debit/credit balances) are 
as per books and are subject to reconciliation and confirmation. It is observed that some 
of the balances are not supported by party wise list/details, in respect of which amount 
is not quantified and disclosed. District Offices found to have not maintained proper 
details for balances relating to a few accounts while migrating to FIST system and have 
also not compiled proper schedules for closing balances. Further, entries passed while 
consolidating the accounts are not updated in the returns received from the District 
Offices resulting in mismatch of balances with balances as per FIST. Also adjustments 
entries arising from (first time) adoption of Ind AS has been passed in Central Office 
which is yet to be given effect to in respective District Offices/Head Office accounts. 
Many of the Journal Entries found to be without proper details. Also refer note 
appended to Note 17 on Accounts and paragraph 9(2) (b) (ii) & (iii) and 14.1 (b) 
(i)hereunder regarding unreconciled bank accounts. Proper supporting schedules for a 
few items in to Balance Sheet with comparative figures have also not been furnished. 
The balances disclosed remain unreviewed, unreconciled, unconfirmed for past many 
years. In view of the above, it is not possible to ascertain whether the liabilities, assets 
and the results are properly stated /disclosed. Our comments reported herein after are 
subject to and to be read in conjunction with the above remarks. 
 

2. First time adoption of Ind AS (Ind AS 101) 
 2.1 a) We are informed that the Company has revised its accounting policies, 

reclassified its assets and liabilities in terms of Ind AS 101 and has also 
corrected prior period errors in line with Ind AS 8. Note 2.1 (iii) refers to 
Note 31 for explanation of how transition from Previous GAAP to Ind AS 
has effected the Company’s financial position, financial performances and 
cash flows. However, Note 31 disclosing reconciliation between Previous 
GAAP and Ind AS, does not give sufficient details/explanations to 
understand the nature and effect of material adjustments to the Balance 
Sheet and Income and Expenditure Account and to the Cash Flows 
Statement. In our opinion, for proper understanding, the Company should 
have disclosed the effect of transition to Ind AS on each line item of 
Balance Sheet as at 31.03.2017 (end of last period presented under Previous 
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GAAP) & as at 31.03.2016 (date of transition) and Income and Expenditure 
Account for the year ended 31.03.2017 (latest period presented under 
Previous GAAP) together with Explanatory Note for material adjustments.  
This, in our opinion, is also required in terms of Ind AS 8 – Accounting 
Policies, Changes in Accounting Estimates and Errors. Also, Ind AS 1 -
Presentation of Financial Statements require disclosure of reclassification 
and amount of each item or class of item reclassified.  

  b) Attention is drawn to our observation in paragraph 26 herein below 
regarding write back and prior period item/errors. 

 2.2  In the light of our observation in paragraph 10.3regarding Interest 
Receivable from Government, paragraph 14.3 regarding dues to two 
Government Entries and paragraph 15.2 regarding Loan/advance from 
KSAMB, in our opinion, classification and applicability of Ind AS 109 – 
Financial Instruments and/or Ind AS 20- Accounting of Government Grant 
and Disclosure of Government Assistance also needs to be 
examined/reviewed. Consequential effect not ascertainable. 

 2.3  The Company has also not disclosed separately mandatory exemptions 
applied and optional exemptions availed. 
 

3. Disclosures under Ind AS 
  a) The Company has not disclosed the following  

 
   i) The date when the financial statements were approved for issue and 

the power to amend the financial statements as per Ind AS 10 – 
Events after the Reporting Date. 

   ii) Categories of financial assets and financial liabilities as per Ind AS 
107 – Financial Instruments Disclosure. 

   iii) Details of Standards/Amendments issued but not yet effective(for 
2017-18) viz Notification of Ind AS 115 – Revenue from contracts 
with customers indicating its requirements and its effect on the 
financial statements, has not been disclosed. 

  b) Other disclosures required under Ind ASs but not made in the financial 
statements are given under respective paragraphs. 
 

4. Note  4 Annexure 1 – Property, Plant & Equipment Rs.1463.87 lakh: 
 4.1 a) i) The Company has been charging off to Income & Expenditure 

Account, cost of equipments such as tricycles, mobile phones, 
weighing scales etc. as stated in Significant Accounting Policy 3.4(e). 
However, Schedule II of the Act requires the financial statement to 
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disclose the difference between useful life adopted by the company 
and useful life specified therein, providing justification in this behalf 
duly supported by technical advice. This has not been adhere to. 

   ii) Cost of assets expensed during the year (included in Office/Godown  
Expenses) include items like Biometric machines (Rs. 5.46 lakh), POS 
Tab (Rs. 9.70 lakh), furniture (Rs. 1.12 lakh) which are not stated in 
aforesaid Accounting Policy of the Company. The practice of 
capitalisation of such items needs to be reviewed. 

 4.2 a) As per the Company’s Significant Accounting Policy 3.5 (b), leasehold land 
is not amortized over lease period for reasons stated therein. However, in 
respect of two properties (Cost Rs. 74.30 lakh) included in Leasehold land 
the lease deed does not provide any option to purchase after completion of 
lease period (refer sub para (b) here in below also). The policy therefore 
requires review. 

  b) Additions to land Rs. 74.05 lakh include Rs. 19.03 lakh property taken on 
lease for a period of 30 years without option to purchase after completion of 
lease period. Hence, the same should have been properly classified as lease 
hold land. 

  c) i) Addition to land also include registration charges of Rs. 0.50 lakh 
stated to be relating to land allotted by Government free of cost and 
documents (viz. allotment letter and/or DC’s order) in respect of 
which is not readily available. The same has not been disclosed by 
way of note as per the Company’s Accounting Policy 3.5(a). 

   ii) Attention is also drawn to Note 4.5 on accounts regarding godown 
given by the Government free of cost in earlier years and not reckoned 
in the Balance Sheet. 

   iii) Accounting of nonmonetary grant at fair value needs to be examined 
in terms of Ind AS 20 - Accounting of Government Grant and 
Disclosure of Government Assistance. 

  d) Attention is drawn to Note 4.3 Annexure 2 regarding details of payment 
made under lease agreement/lease cum sale agreements. Disclosures like 
future minimum payment, total minimum sub lease payment expected to be 
received, materials terms and conditions of lease as regards renewal, 
purchase option, escalation clause, restrictions/ligation etc have not been 
disclosed as required under Ind AS 17 – Leases. Details and consequence of 
non fulfilment of lease obligations has also not been disclosed 

  e) The Company is yet to compile complete details of freehold and lease hold 
lands as also buildings held by it and reconcile with books of account.  
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 4.3 a) Building Leasehold (with carrying amount Rs. 71.59 lakh) is on land taken 
on operating lease and is being depreciated over the lease period as per 
Company’s Accounting Policy 3.4(a). 

  b) Cost/carrying amount of buildings on leasehold land, depreciated at 
prescribed rate has not been ascertained and disclosed. 

  c) Cost of Land and Building include Rs. 13.45 lakh and Rs. 21.45 lakh 
respectively being godown complex transferred by State Government 
during 1992-93 in respect of which execution of sale deed in favour of the 
company not executed, stated to be pending compliance with certain 
formalities.   

 4.4 a) Cost of assets charged off to Income and Expenditure Account (included in 
Office and godown expenses)include(to the extent ascertainable) mobile 
phones purchased for use of Chairman, Vice Chairman and Managing 
Director(during 2016-17 aggregating Rs. 2.32 lakh)and for use of other 
officials during the year (Rs. 0.55 lakh). 

  b) Fixed assets include assets, stated to have been held at Department of Food 
& Civil Supplies/Minister’s Office (to the extent ascertained Rs. 1.80 lakh 
during 2016-17). 

  c) List of assets held as stated in sub para (a) & (b) above and by third parties 
(like POS Tab) with necessary confirmation of holding as on 31.03.2018 
have not been obtained/furnished. 

 4.5 Book value of discarded assets (like unused vehicles, computers and electronics 
equipments, etc) have not ascertained, adjusted and disclosed separately(as Non 
Current Assets held for sale). Sale proceeds of such assets are treated as income 
(to the extent ascertained, included in Profit on sale of assets – Rs. 0.63 lakh and 
Miscellaneous Receipts – 0.15 lakh). 

 4.6 a) Refer our observation in paragraph 14.1 (c) (i) regarding adjustments 
required to be made in respect of capitalisation of Computers (out of Grant 
receipt) made during 2016-17. 

  b) Certain errors in capitalisation and depreciation calculation were noticed, 
whereby addition is higher by Rs. 1.35 lakh and depreciation for the year is 
lower by Rs. 0.84 lakh. We are informed the same would be corrected 
during 2018-19. 

5 Capital Work-in-progress Rs. 52.31 lakh: 

 Attention is drawn to Note 3.5 (d) on Accounts that Capital work-in-progress - building 
under construction represents preconstruction expenses and cost of assets put to use. 
The balance found to represent amount incurred towards fee to/ for architect feasibility 
report, construction/plan approval etc relating to construction of godown, office 
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complex, in respect of which either Board has not approved or the Company is yet to 
seek administrative approval of the Government and includes Rs. 42.44 lakh 
outstanding for more than three years. Therefore, in our opinion entire expenditure 
needs to be written off as no asset has come into existence and no future economic 
benefit would flow to the Company. Consequently, loss for the year is understated by 
Rs. 52.31 lakh. 

 

6. Financial Assets – Others 
 Bank deposits with more than 12 months maturity of Rs. 8.03 lakh has not been 

disclosed as per Schedule III of the Act – Refer Paragraph 9.2 (a)hereunder.  
 

7. Note  6 Other Non Current Assets  Rs. 91937.31 lakh 
 7.1 a) The balance represents balance in certain accounts classified as current 

assets upto financial year ended 31.03.2016 now reclassified as long 
term/noncurrent. 

  b) Nature of Other Advances has not been specified as per Note in part 1 
Division II of Schedule III of the Act. 

 7.2 Receivable from GOI/FCI relating to MSP 

  a) i) The advances written back as per Note 2.1 (viii) includes credit 
balance of Rs. 335.79 lakh relating to MSPO 2000-01 to 2004-05 in 
respect of which final settlement has been made. In our opinion, 
pending ascertainment of reason for excess release, the credit balance 
should have been retained and classified as Current Liabilities. 

   ii) GOI has on 29.05.2017 proposed recovery of excess release of Rs. 
175.61 lakh relating to MSPO 2004-05 (paddy) [as intimated vide 
Department’s letter dated 04.11.2006], from the amount to be released 
for 2015-16 under NFSA to Govt. of Karnataka. As the book balance 
net of provision is Nil, in our opinion provision should have been 
made for Rs. 175.61 lakh. 

  b) Balance advance relating MSP 2010-11 Ragi in District Offices of Rs. 
139.48 lakh has been erroneously transferred during the year to Advance 
MSP 2015-16 – Refer sub para (e) here under also.  

  c) i) The Company has preferred final claim in respect of MSPO 2011-12 to 
2015-16 based on CA certificate, as per which balance receivable (other 
than Ragi)  amount to Rs. 24,009.64 lakh (excluding interest on 
Revolving fund) as against book balance of Rs. 24,876.64 lakh. Hence, in 
our opinion, the difference of Rs. 867.00lakh needs to be provided for.  

   ii) The Company is found to have preferred claim relating to MSPO 
2011-12 to 2015-16 based on quantity procured instead of quantity 
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released/issued as per claims being admitted by FCI/GOI. This has 
resulted in excess claim of Rs. 732.26 lakh which in our opinion 
(based on final settlement of earlier years) is not admissible and in our 
opinion needs to be provided for. 

   iii) During discussion in January 2016, regarding final claim of coarse 
grain for KMS 2010-11, the State Government has been informed that 
as per principle, administrative charges are recommended for a season 
KMS or RMS period considering all crops viz Wheat, paddy/CMR 
and coarse grains. Earlier, it was also informed that as administrative 
charges have been considered under claim CMR KMS 2010-11, claim 
for administrative charges for ragi and maize have not been 
recommended. Pending final decision/settlement, consequential effect 
on Company’s claim for administrative charges for all crops instead of 
one crop cannot be ascertained at this stage. 

  d) i) The Company is yet to prefer claim relating to MSPO 2014-15 
Paddy/rice with book balance of Rs. 1,716.30 lakh, the consequential 
effect of which cannot be ascertainable at this stage. 

   ii) As informed to us that storage loss of paddy and ragi in excess of 
norms to be recovered as per direction of Board of Directors has been 
accounted for (as claims - stock shortages)except to the extent of Rs. 
12.58 lakh, inrespect of which recovery has been initiated (refer 
paragraph 7.8 hereunder also) 

  e) Inrespect of MSP Ragi for the years 2009-10 to 2015-16, balance receivable 
based on CA Certificate (net of interest on Revolving fund) amounts to   Rs. 
44,500.56 lakh as against book balance of Rs. 43,118.08 lakh. As CA 
Certificate is based on book records of the Company, claim in excess of 
book balance of Rs. 1,382.47 lakh implies either improper accounting of 
expenditure or unprovided expenditure. However, we are informed that 
inrespect of MSP 2014-15, amount received from PDS sales had been 
accounted in earlier year at Rs. 1 per kg (as per Government of Karnataka’s 
GO dated 24.06.2015) as against Rs. 2 per kg (as per GOI letter dated 
24.11.2015) and while accounting Receivables, CIP had been taken as Rs. 
2,152.08 lakhs as against Rs. 1,085.51 lakh. Pending proper verification and 
reconciliation, consequential effect not ascertained. 

  f) One of the District Offices has reversed excess liability of Rs. 35.04 lakh 
provided in earlier years (by debit to Receivables) for storage charges 
payable relating to MSP 2014-15 & 2015-16 to Excess/short provision a/c 
(which has been adjusted against Retained Earnings) instead of 
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crediting/reducing Receivables. Hence, Advances is overstated by the like 
amount. 

  g) Hence, pending proper verification/reconciliation consequential effect of 
above matters not ascertainable except to the extent of Rs. 1,774.37 lakh as 
per sub para (a) (ii), (c) (i) and  (c) (ii). 

 7.3 Receivable from GOI – Levy rice Rs. 14,807.03 lakh: 

The balance relates to the period 2010-11 to 2012-13 stated to have been 
accounted based on provisional costing sheet except, inrespect of storage 
charges, handling charges and interest charges, which were accounted on actual. 
However, copy of relevant Government order has not been furnished to us. 
Further, it is observed that the balance includes Rs. 10,318.28 lakh relating to 
2012-13 in respect of which no amount has been received. As informed to us, 
the Company has not preferred final claim for the year 2010-11 & 2011-12 
pending obtention of CA certificate, and has not preferred even provisional 
claim for 2012-13 till date pending receipt of guidelines from the Government as 
to mode of claiming reimbursement. 
In view of the above, extent of realisability of the balance could not be 
ascertained. 

 7.4 Receivables from Karnataka - Incentives to farmers Rs. 18,444.77 lakh: 

  a) The balance (without adjusting Rs. 544 lakh received from KSAMB 
referred to in fourth note under Note 18 on Accounts) represents amount of 
reimbursement on account of procurement of Paddy (MSPO 2010-11 to 
2012-13 & 2015-16) Rs. 6,716 lakh, of Ragi (MSPO 2014-15 & 2015-16) 
Rs. 11,689.49 lakh  and of Jowar (MSPO 2015-16) Rs. 38.77 lakh. The 
adherence to eligibility criteria is to be confirmed by the Corporation. 
Further correctness of debit of Rs. 7,241.91 lakh during the year 2016-17 
has not been got verified by the internal auditors. 

  b) The Company had on 22.09.2016 sought from the Government 
approval/order for adjustment of Rs. 18,785.15 lakh against advance/loan 
from Revolving Fund/KSAMB. The difference of Rs. 340.38 lakh with 
book balance requires to be reconciled. As informed to us, decision of the 
Government is awaited. 

 7.5 Receivables from Government of Karnataka – MSP Rice Rs. 4,810.60 lakh: 
  a) i) The balance represents difference between amount reimbursable as 

per Government Order dated 04.06.2016 and amount reimbursed as 
per GOI/FCI guidelines in respect of procurement made under MSP 
2013-14 paddy. While calculating the difference, the Company has 
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assumed that all District Offices had accounted the reimbursement of 
differential cost in earlier years uniformly at Rs. 2,494 per quintal 
(GOI rate). However, the same has not been reconciled with the actual 
claim accounted in District Offices during 2014-15 and 2015-16 
(which is found to vary in few districts) and considering reversal 
entries passed during the year 2016-17 for recovery of Rs. 5,476.50 
lakh made by DCs, correctness of the amount disclosed as receivables 
could not be verified. 

   ii) The differential amount of Rs. 8,730.60 lakh as on 31.03.2017 had 
been arrived at by taking quantity allotted as 14,85,487 quintal as 
against actual allotment of 14,76,585 quintals. 

  b) The Government has during the year released Rs. 3,929  lakh provisionally 
towards 90% of the claim. The balance would be released after certificate 
by Special Accounts Officer deputed by the Finance Department. The 
consequential effect cannot be ascertained at this stage. 

  c) As informed to us, that storage loss of paddy in excess of norms to be 
recovered as per direction of Board of Directors has been accounted for (as 
claims – stock shortages)except to the extent of Rs. 77.90 lakh (refer 
paragraph 7.8 hereunder also).However, the Board has also authorised 
Managing Director to seek approval of Government for additional 1% 
driage for the year 2013-14. 

  d) Hence, pending proper verification / reconciliation and receipt of 
government approval consequential effect of above matters not 
ascertainable. 

 7.6 Receivables from FCI - Differential cost of sugar Rs. 13,781.79 lakh 

  a) The advance written back as per Note 2.1(viii) include credit balance of Rs. 
486.50 lakh as on 31.03.2017, which was pending adjustment and/or 
refund. In our opinion pending proper reconciliation and confirmation the 
credit balance should have been retained and classified as Current 
Liabilities. 

  b) i) Balance receivable as per books Rs. 13,781.79 lakh (net of credit 
balance of Rs. 3,369.11 lakh) is stated to be under reconciliation. 
 

   ii) As per Statement of pending sugar subsidy as on 31.03.2018 relating 
to open market 2013-14 & 2016-17 and Levy sugar 2013-14 to 2016-
17 (2011-12 season), aggregate due is Rs. 11,667.90 lakh only. The 
difference is yet to be reconciled. 

   iii) We are informed that office of the FCS has taken up the issue for 



 

45 
 

settlement with FCI and on receipt of amount from FCS towards 
Transport charges (which has been finalised by GOI upto 2012-13) 
and towards whole sale/retail margin, necessary accounting 
adjustment will be made. 
Pending reconciliation/settlement, consequential effect of the above 
could not be ascertained. 

 7.7 Security Deposits Rs. 232.67 lakh 
  a) Includes Rs. 203.12 lakhs recovered by Provident Fund authorities towards 

Provident fund dues of Rs. 2,674.44 lakh demanded in respect of loading & 
unloading workers for the period 2004-05 to 2015-16 – refer Note 33.3 on 
Accounts. The Employee Provident Appellate Tribunal has allowed it to be 
treated as pre-deposit and has stayed operation of the order passed u/s 7A of 
EPF&MP Act, 1952. The realisability of the deposit cannot be ascertained 
at this stage. 

  b) Includes Rs. 20.59 lakhs paid towards court fee/expenses treated as court 
deposit which in our opinion should have been expensed. Consequently, 
retained earnings is overstated by the like amount. 

 7.8 Advance Staff 
  a) i) As informed to us, claims made on staff for alleged stock shortage etc 

has been reclassified as Long term/Non Current and disclosure thereof 
has inadvertently numbered as 10.1 instead of 6.1. Further, amount of 
Rs. 2,936.48 lakh referred to therein includes short remittance/stock 
shortages noticed upto 31.03.2018 (and not upto 31.03.2017 as stated 
therein. 

   ii) We are also informed that the balance of Rs. 2,936.48 lakh [including 
amounts referred to in paragraph 17.2 (b) (i) & 18.2 (a)] has been 
fully provided for and provision made disclosed as Provisions in Note 
27 on Accounts. However, this fact has not been disclosed. 

   iii) The fact of change in classification and of provisioning made for 
entire outstanding balance have also not been disclosed in Company’s 
Accounting policy 2.1. 

  b) Amount of claims on staff accounted has not been reconciled with records 
maintained at Personnel//Legal department. 
 

8. Note  7 - Inventories Rs.7,114.57  lakh: 
 8.1 Quantitative details in respect of stock held in trust on behalf of Government of 

Karnataka, Government institutions and third parties, in our opinion, needs to be 
furnished/disclosed. 
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 8.2 a) Closing Stock includes 
   i) Undistributed commodities under PDS remaining with various 

WSP/retail/outlet permitted by the Government to be taken back with 
direction to credit sales proceeds to Government account. However, 
these are found to have been valued of Rs. 250.14 lakh instead of 
carrying it Nil value. 

   ii) Used/Empty gunny bags valued Rs. 22.54 lakh stated to be at 
estimated realisable value as per Company’s Accounting Policy (Note 
3.21). As the cost to the Company is Nil, the policy needs to be 
reviewed to be in conformity with Ind AS 2 – Inventories. 

   iii) Certain items of stock valued at selling price, though related 
differential cost would be recognise only on sale. Consequently, stock 
is under stated by Rs. 13.04 lakh. 

   iv) MSP – Ragi stock of season 2013-14 to 2015-16 valued Rs. 30.51 
lakh (including stock over 3 years old Rs. 30.51 lakh) realisable value 
of which has not been ascertained. 

 8.3 a) The Company is found to have valued certain items of stock (cost Rs. 
158.68 lakh) at Nil value stating deteriorated stock since sold in auction, 
though no  remarks found in physical verification report. 

  b) Further, above write down of stock has not been disclosed as required by 
Ind AS 1 – Presentation of Financial Statements and Ind AS 2 – 
Inventories. 

  c) Also, approval of the competent authority has not been obtained for the 
write down of stock. 
 

9. Note  9 – Cash and Cash Equivalents Rs. 15,934.19 lakh  
 9.1 Cash on hand Rs.71.48 lakh 

Cash on hand is found to include Cheques/DD’s on hand of Rs. 48.98 lakh. 
Refer also paragraph 9.2 (b) (i) here under regarding cash included in Balance 
with banks.  

 9.2 Balance with banks A/c Rs.15921.09 lakhs. 
  a) The breakup of balance is as under, which should have been disclosed 

appropriately. 
  Rs. in lakh 
In Current accounts   
(in the nature of cash equivalent)  15,847.32 
In Deposit accounts   
- maturity  3 to 12 months 65.74  
                 over 12 months 8.03 73.77 
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  b) In Current Accounts 
   i) Balance found to include cash of Rs. 5.53lakh deposited into bank 

after 31.03.2018 and reflected in bank reconciliation statement as 
outstanding items. 

   ii) Includes unreconciled balances aggregating Rs. 2.59 lakh in 2 bank 
accounts (balance as per bank Rs. 2.06 lakh) and balances aggregating 
Rs. 147.66 lakh in 4 bank accounts (in addition to balance of Rs. 
56.68 for which provision is held) for which confirmation and 
reconciliation not furnished. Consequential effect not ascertainable. 

   iii) The balance is net of credit balance of Rs. 138.99 lakh, which in our 
opinion should have been disclosed under Financial Liabilities (Note 18). 

 9.3 Others Amount in transit Rs.(-)1.70 lakh 
The unreconciled (net) credit balance of Rs. 1.70 lakh, in our opinion should 
have been disclosed under Other Current Liabilities. 

 9.4 Cheques, drafts on hand 
Refer paragraph 9.1 herein above regarding Cheques on hand included in Cash 
Balances. The same has not been disclosed separately. 

 9.5 Balance with banks (in Current accounts) include Rs. 4,852.18 lakh in bank 
accounts earmarked for MMABY Scheme which has not been disclosed in Note 
9.1 on Accounts. 
 

10 Note 10  Other Current Assets Rs.34930.99 lakhS 

 10.1 a) Balances classified as current/short term assets include many old, 
unreconciled unconfirmed balances which are not expected to be realised in 
normal operating cycle / within 12 months. Hence, the same needs to be 
reviewed to be in conformity with Note 1 & 2 in Part-I of Schedule III of 
the Act, as also with Note 3.13 (a) & 39 on Accounts. Consequential effect 
not ascertainable. 

  b) Further, Schedule III of the Act requires specifying nature of Other 
Advances, which has not been adhered to. 

 10.2 Note 10.1 - Advance staff shortages Rs.2,936.48 lakh 
Refer our observation in paragraph 7.8 herein above. 

 10.3 a) Note 10.2 - Interest Receivable GOK Rs. 9,949.93 lakh 

   i) The balance represents interest on cash credit with Indian Bank (refer 
Note 16 on Accounts) for the years 2015-16 to 2017-18. As relevant 
Government Order furnished to us refers to reimbursement for the 
year 2013-14, we are unable to ascertain the correctness of the claim 
and its realisability. 
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   ii) The classification amount receivable as short term / current also 
requires review. 

  b) Differential Cost Receivable GOK  
Refer our observation in paragraph 17.2 (a) regarding short accounting of 
receivables. 

 10.4 a) Rent Receivable  
Includes Rs. 28.13 lakh in one of the District Offices representing dues 
from July 2016. We are informed that lessee has withheld the amount 
pending adjustment towards shortage (evaporation loss in excess of norms). 
In the absence of necessary details, consequential effect could not be 
ascertained. 

  b) Shortage recovery – Others  
Includes Rs. 14.95 lakh claimed by one of the District Offices from KSWC 
towards shortage of boiled rice. The agency has replied that the alleged 
shortages is within 1% norm and no amount is payable by them. Pending 
final decision, consequential effect cannot be ascertained. 

 10.5 a) Following balances aggregating Rs. 2,372.88 lakh are in our opinion, 
should     be classified as doubtful of recovery and provided for: 
 

      Rs. lakh 
i) Claims disallowed by ZillaPanchayat referred to 

in Note 14.5 on Accounts for 2016-17 
34.51 

ii) Claims on SWC/CWC towards shortages 
(excluding Rs. 99.41 lakh claimed during 2015-
16 which is included in staff shortages recovery 
and provided in full) 

64.07 

iii) Claim against transport contractor referred to in 
Note 14.10 on accounts for 2016-17(net of 
recovery of  Rs. 30.14 lakhs) 

53.71 

iv) Advance – FCI (at Head Office) 55.05 
v) Advance GOK (SPEF sugar interest 2011-12) 221.87 
vi) Advance Mysugar Co Ltd (Sugar advance 

outstanding for over 3 years) 
1,943.67 

 

   
b) 

 
Advances – Receivables as per books(net) include balances aggregating Rs. 
2,685.03 lakh in respect of which the Company is unable to furnish proper 
details and age wise classification. In the absence of necessary details, we 
are unable to express our opinion on its realisability and adequacy provision 
of Rs. 45.84 lakh held as on 31.03.2018. 
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 10.6 Attention is drawn to disclosures Note 14.11 on Accounts for 2016-17 that no 
accounting treatment has been given for Rs. 285.19 lakh (net) adjusted by Joint 
Director of Food & Civil Supplies during1997-98, pending completion of 
reconciliation.  Consequential effect cannot be ascertained at this stage. 

 10.7 Other advances of Rs. 34,976.82 lakh disclosed is net of balance advance of Rs. 
67.00 lakh received from Zilla Panchayat& Rs. 382.47 lakh from Government 
under Mid-day Meal Scheme,Rs. 845.47lakh due to NAFED & other parties in 
respect of procurement through NCDEX, Rs. 1,149.78 lakh payable to farmers 
relating to procurement of ragi under MSPO 2018. Consequently, Other Current 
Assets- other advances, Other Current liabilities and Trade Payables are 
understated by Rs. 2,444.72, Rs. 449.47lakh and Rs. 1,995.25lakh respectively. 
 

11. Note 11 Current Tax Asset Rs.262.41 lakh 

 11.1 Balance (net of provision) does not include advance tax of Rs. 197.08 lakh 
included in Other Advances (Note 10)  

 11.2 Attention is drawn to Note 35.3 on Accounts that no provision for income tax 
has been made for the year, in view of loss. However, as stated therein, the 
Company has been making provision towards income tax upto the financial year 
2016-17 inrespect of estimated income from non PDS activities as a measure of 
abundant precaution. It is found that Income tax assessment has also being made 
on such estimated income declared by the Company. As informed to us the 
provision for income tax for the year based on estimated income calculated as in 
earlier years works out to Rs. 79.39 lakh. 

 11.3 In view of the above, loss for the year understated by Rs. 79.39 lakh and Current 
Tax Asset understated by Rs. 117.69 lakh and Other Advances overstated by Rs. 
197.08 lakh. 
 

12. Note  13 -  Other Equity Reserve and Surplus 

 12.1 Grant received for purchase of computer and electronic equipment. 

  a) Refer our observation in paragraph 14.1 (c) (i) regarding payment to 
suppliers towards cost of computers etc (which had been adjusted against 
grant during 2016-17) pending settlement. 
 

 12.2 There is mismatch in presentation and amount disclosed in Statement of 
Changes in Equity and in Note 13 on Accounts as under. 
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    (Rs. in lakh) 
 As Per Statement  As Per Note 13 
 Of Changes in   
 Equity  
Retained Earnings 16,655.57 - 
Other Comprehensive Income (-) 30,476.87  
Income & Expenditure A/c  (-) 32,536.59 
Price Equalisation / Stabilisation  
Fund utilised a/c  18,715.30 

 

   
We are informed that in Note 13, Income and Expenditure Account includes loss 
for the year not transferred to PESF a/c then to PESF utilised a/c and hence the 
mismatch in amount. Attention is also drawn to our observation in sub para 12.3 
herein below. 
 

 12.3 Attention is drawn to note appended to Note 13 on Accounts that Excess of 
income over expenditure (net of prior period adjustment)  of the Corporation has 
been transferred to the Price Equalisation/Stabilisation Fund (PESF) and then to 
PESF Utilisation Account on the lines indicated in GO dated 29.11.1996 and as 
per the decision of the PESF Committee. However, the methodology adopted for 
transfer to PESF a/c and then to PESF Utilisation a/c in view of adoption of Ind 
ASs has not been explained / disclosed. Further, approval of the Government / 
PESF Committee has not been obtained for the same. Hence, we are unable to 
express our opinion on the amount transferred to PESF a/c and then to PESF 
Utilised A/c. 
 

13. Note 14 and 20 [r.w. Note 23.1.5] – Provision for employee benefits: 

 13.1 a) The present value of obligation as on 31.03.2018 [refer Note. 23.1.5, which 
is to be read as 25.1.5] being liability recognised in the Balance Sheet based 
on report furnished by Actuary has been arrived at without considering (in 
benefit paid) unpaid liability relating to a few employees/exits (to the extent 
ascertainable) Rs. 91.57 lakh towards leave encashment and Rs. 8.24 lakh 
towards gratuity. Consequently, provision is understated and loss for the 
year is understated by Rs. 99.81 lakh without considering our observations 
hereunder. 

  b) The Actuary has stated in his Report, that salary escalation used/taken as 
7% and attrition used/taken as 3% as given by the Company and on their 
analysis average salary increased 16.20% compared with previous 3 years 
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and attrition rate arrived at 10.38% compared with previous 3 years. The 
consequential incremental liability has not been ascertained and provided 
for. 

 13.2 The Board of Directors at it’s meeting held on 25.06.2018 have decided to give 
effect to Government Order dated 01.03.2018 accepting the recommendation of 
6th Pay Commission and revision in pay, allowance and pension being effective 
from 01.07.2017. The liability arising there from has not been 
ascertained/estimated and provided for – Consequential effect not ascertainable. 
 

14. Note  17  Trade Payable: 

 14.1 Sundry Creditors for trade Rs. 22047.85 lakh 

  a) i) The balance does not include amount of Rs. 845.47 lakh due to 
NAFED & other suppliers relating to procurement form NCDEX and 
Rs. 1,149.78 lakh due to farmers, which have been netted against 
other advances- Refer paragraph 10.7 hereunder. 

   ii) The balance is net of Rs. 95.53 lakh shown as receivable from a 
supplier in one of the District Office. Accordingly Other Advances 
(Note 10) and Trades Payable is understated by the like amount. 

   iii) The balance include very old unreconciled balance of Rs. 879.90 lakh 
in Central Office books which has not been reviewed for write back 

  b) The balances is net of debit balance of  

   i) Rs. 179.90 lakh due to non reconciliation of Bank account relating to 
the year 2011-12 (referred to in note appended Note 17) which in our 
opinion is doubtful of recovery and to be provided for. 

   ii) Rs. 37.97 lakh of due from suppliers, brought forward from earlier 
years,which needs to be reviewed. 

   iii) Rs.826.96 lakh being paddy cost and expenditure on 
incidentals/transport, storage and gunny bags incurred on procurement 
over and above amount allowable as per costing sheet, stated to be 
pending adjustment. In our opinion, amount of Rs. 826.96 lakh should 
have been expensed(as incidental/transport expenses relating to 
MSPO-2013-14 is charged as and when incurred as per Company’s 
accounting policy 3.15 (a) (ii) and as expenses relating to Other 
MSPO years has not been considered for claim). Consequently, loss 
for the year is understated by Rs. 826.96 lakh. 
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  c) Includes 

   i) Rs. 86.56 lakh shown as payable to a supplier for purchase of 
computers etc during 2016-17. However, the Company has since 
determined amount payable as Rs. 73.99 lakh only (after adjusting Rs. 
2.00 lakh towards short supply and Rs. 17.59 lakh as penalty/damages 
for delayed supply. We are informed consequential adjustment of 
grant and depreciation would be made during 2018-19. 

   ii) Rs. 104.70 lakh at HO due to KHB for construction of godown during 
2013-14 at Davanagere, stated to be withheld pending carrying out 
repair work. 

   iii) Rs. 50.53 lakh shown in the schedule of one of the District Offices 
without any detail. Consequential effect of (i) & (ii) cannot be 
ascertained at this stage. 

 14.2 No provision in the account has been made for MSP market cess and other 
incidents incurred relating to MSP 2017-18 Ragi(amount as ascertained by 
management Rs. 274.40 lakh).However, as such expenses has not been 
considered for valuation of closing stock as on 31.03.2018, it has no effect on 
the result. 

 14.3 The balance also includes Rs.574.16 lakh due to KSWC and KSCMF relating to 
MSP 2013-14 & 2014-15 Paddy/Rice payable upon receipt from GOI/FCI 
(during the year Rs.9,847 lakh paid out of receipt of claim for MSP 2008-09 & 
2014-15). As corresponding receivable from GOI/FCI has been treated as 
Longterm/Noncurrent, in our opinion classification requires review in terms of 
Note 3 in Part 1 Division III of Schedule II of the Act. 
 

15. Note 18 Other Financial Liabilities: 

 15.1 a) i) Note 18(a) Advance from Government of Karnataka                                        
for purchase of rice from Haryana                Rs. 100.00 lakh 
 

   ii)  Note 18(b) – Interest Payable Government     Rs. 293.00 lakh 
 

   iii) Note 18(g) – JDFS 3.5% Polished rice             Rs.   11.14 lakh 
 

   The Company has no details for above amounts brought forward from 
earlier years. Hence, neither the existence of the aforesaid liabilities nor 
accrual of further liability due to non-payment/ non discharge of obligation 
could be ascertained. 
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  b) Note 18(k) Legal Metrology Department Rs. 200.20 lakh  
   The balance represents amount received from Government of Karnataka on 

account of the Department awaiting instruction from competent authority 
for disbursement. It is found that the balance kept in separate bank account 
had been seized and balance appropriated by PF authorities towards 
demand during 2016-17 – Refer paragraph 28.2hereunder. This fact has not 
been informed to the Government. 

 15.2 Note 18(d) – Advance/ Loan –MSP -KSAMB Rs.63359.25 lakh. 
  a) i) The Guidelines for Revolving Fund maintained by Karnataka State 

Agricultural Marketing Board (KSAMB) and the procuring agencies 
on receipt of funds to carryout procurement operations (as approved 
by the Government vide G.O dated 03.02.2004) – vide paragraph 2.6 
of the Guidelines, requires the Company to claim interest, for the 
period revolving fund is being utilised, from the nodal agencies (viz 
FCI, NAFED) and remit to the Revolving Fund. If such action is not 
taken, the Company is liable to pay interest for the period Revolving 
Fund is retained. Further, the Company is also liable to pay interest on 
amount retained after disposal of stock procured or after the 
settlement of payment by the nodal agencies. 

   ii) The balance outstanding relates to period/crop years 2004-05 to 2015-
16. While the Company has disposed entire stock relating to MSPO 
2004-05 to 2013-14, FCI has settled claims relating up to MSPO 
2009-10. However, the Company has not ascertained and provided for 
interest in terms of the Guidelines, stated to be as per the stand taken 
by the Company that the liability for payment of interest arises only 
after full and final settlement by GOI and on completion of 
reconciliation, as also final decision regarding sharing of interest 
(Refer second and third note given under Note 18 on Accounts). 

   iii) While the company is preferring claim with FCI/GOI including 
interest on Revolving Fund (as stated in Note 14.3 on Accounts for 
2016-17) - aggregating Rs. 12696.47 lakh relating to pending claims 
for the year MSPO 2009-10 to 2015-16 as per CA certificate, to the 
extent ascertainable) such claim is found to have not been admitted by 
GOI while settling claims upto MSPO 2008-09. It appears that Food 
& Public Distribution Department of GOI has issued letter dated 
29.04.2014 to State Government requesting for not charging interest 
on loan from Revolving Fund. 
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In view of the above, it is not possible to ascertain the consequential 
effect of matter detailed in above. 

  b) Refer fourth note given under Note 18 on Accounts and paragraphs 7.4 (b) 
herein above regarding non adjustment of amount received against 
receivables from Government of Karnataka. 

  c) The Company is found to be making repayment to KSAMB only on receipt 
of claim from GOI/FCI (during the year Rs.7010 lakh repaid out of receipt 
of clam for MSP 2008-09 & 2014-15). Hence the classification/disclosure 
of outstanding balance of advance/loan received from KSAMB as Current 
Liabilities, in our opinion, requires review in terms of Note 3 in Part 1 
Division II of Schedule III of the Act. 

 15.3 Note 18(e) Security and Trade Deposit from customers and contractors 
Rs.1153.30 lakh  
EMD/Security deposit kept by the suppliers with NCDEX on account of the 
Company has not been ascertained/accounted/disclosed. Consequential effect 
not ascertainable. 

 15.4 Note 18(f) (r.w first note given under Note 18) – Interest accrued and due under 
centrally sponsored scheme Rs. 97.72 lakh  
The Government of India (vide letter dated 18.08.2011) has not acceded to State 
Government’s request for waiving off the interest and penal interest for delay in 
repayment of loan amount and un-utilised portion of the subsidy. Further the 
State Government is required to refund/pay as per the terms and conditions 
indicated in the Government sanction. The amount of Rs. 97.72 lakh now 
disclosed is interest/penal interest upto 13.09.2004 only and further liability in 
terms of the Central Government Schemes (and as per aforesaid letter) has not 
been ascertained and provided for by the Company. 

 15.5 Note 18(h) Grant received from GOK Nil. 
   i) Balance grant received for computer of Rs.3.42 lakh has been 

included in Sundry Creditors for Trade(Note 17) 
   ii) Refer our observation in paragraph 14.1 (c) (i) herein above regarding, 

amount payable to supplies of computer. 
 15.6 Note 18(i) Statutory dues payable –Rs. (-) 38.94 lakh. 
  a) The balance is net of debit balance of Rs. 22.25 lakh in VAT a/c pending 

reconciliation. As the same has not been claimed under GST as per transitional 
provision, it should have been expensed with approval of competent authority. 

  b) The balance is also net of Rs. 16.68 lakh in GST A/c,pending 
reconciliation. The same should have been classified as Current Assets 
(Note 10)  
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 15.7 Note 18(j) Outstanding Liability for expenses Rs.5769.37 lakh 
  a) The balance includes: 
   i) Rs.1447.73 lakh Guarantee Commission for the year 2013-14 to 2017-

18 payable to Government of Karnataka. 
Interest for non\ delayed payment of commission as per provisions of 
Karnataka Government Guarantee Commission Act, 1999 has not 
been ascertained and provided for by the Company - amount could not 
be quantified in the absence of necessary details. 

   ii) Rs. 35.26 lakh unpaid bonus relating to  the years  1995-96 & 1997-98 
and unpaid salary of Rs. 19.42 lakh relating to the year 2012-13, are 
pending transfer to Government account / Staff Welfare Fund. 

   iii) Rs. 248.92 lakh being rent payable to Education department 
remaining unpaid since September 2005, stated to be pending final 
settlement as to the rate -Consequential effect not ascertained. 

  b) Liability for bonus for 2014-15 to 2017-18 as per Payment of Bonus 
(Amendment) Act, 2015 (effective from 01.04.2014) has not been 
ascertained and provided for by the Company -amount could not be 
quantified in the absence of necessary information. 

  c) i) Storages and handling charges payable to Central/State Warehousing 
Corporation found to have not been ascertained and provided for. As 
informed to us bills aggregating Rs.416.69 lakh relating to 9 districts 
are under process for payment as on 31.03.2018.Consequently 
liability and expenses are understated by the like amount. 

   ii) We are also informed that in a few districts, rate for rent/storage 
charges payable to APMC/KSWC are yet to be agreed upon – 
Consequential effect not ascertained. 

  d) We have also observed that while no provision has been made for salary 
arrears/difference of Rs.48.93 lakh paid after the year end, liability for 
contribution to PF and property tax has been provided in excess by 
Rs.23.54 lakh (net)and Rs.5.03. lakh respectively. 
 

16. Note 19 - Other Current Liabilities 
Other Advances – received against purchase Rs.16855.05. lakh  

  a) Includes amount received from Government of Rs. 6,272.11 lakh (out of 
Rs. 85,500 lakh) under Annabhagya Scheme and Rs. 4,852.18 lakh under 
Anilabhagya Scheme pending adjustment. 

  b) Refer our observation in paragraph 10.7regarding advance of Rs. 449.47 
lakh received netted against Other Advances. 



 

56 
 

17. Note 21 Revenue from Operations: 

 17.1  i) Sale of products under broad heads has not been disclosed. However, 
details of sales disclosed in Part 3 of Annexure -4 referred to in Note 
40. 

   ii) The breakup of Other Opening Revenue have not been disclosed in 
terms of General Instruction 7 in Division II of Schedule III to the 
Act. 

 17.2 Other Operating Revenue 
  a) Differential Cost : 

PDS Commodities  
Differential cost found to have been not been accounted properly in 4 
District Offices resulting in short claim (net) of Rs. 469.95 lakh. 
Consequently Other Advances (Note 10) and income is understated by the 
like amount. 

  b) Recovery of cost of shortages Rs. 342.91 lakh 
   i) Includes penalty on stock shortage Rs. 77.62 lakh except Rs. 4.60 lakh 

in few districts which have included it in Penalty Receipts (disclosed 
under Other non-operating Income) as in previous year. 

   ii) The amount included recovery towards driage (relating to year 2013-
14 to 2015-16) of Rs.121.60 lakh (in one DO) in terms of decision 
taken by the Board of Directors during the year to recover from staff 
driage (of paddy) in excess of 1% only. 

   iii) Two of the District Offices (DO) which had accounted the recovery 
towards driage at 1 ½ times in earlier years have reversed the 
difference during the year. While one of the DO has debited Rs. 41.22 
lakh to Recovery of cost of shortage other has debited Rs. 15.77 lakh 
to Excess/short provision account (which has been adjusted in 
Retained Earnings as Prior period items – Refer Note 31). Further 
amount reversed is found to include stock shortage which is 
recoverable at 1 ½ times cost. As excess reversal is yet to be 
quantified, consequential effect not ascertainable. 
 

18. Note 22 – Other Income 

 18.1 Other income has not been classified as Interest income and Other non operating 
income as per Note 5 in Part B, Division II of Schedule III of the Act. 

 18.2 a) Penalty Receipts Rs. 9.46 lakh 
Refer paragraph 17.2(b) (i) regarding change in presentation of penalty on 
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stock shortages 
  b) Forfeited gratuity Rs. 0.54 lakh 

Represents amount recovered not adjusted against dues of the concerned 
employee and hence income is overstated by Rs. 0.54 lakh. 

  c) Other Income Rs. 393.70 lakh  
Includes Rs. 21.54 lakh being credit balance in Advance account in few 
District Offices stated to be on account of non adjustment of receipt 
towards Transport Charges against expenditure in earlier years. This should 
have been considered as Prior period error and adjusted against Retained 
Earnings. 
 

19. Purchase of Stock in Trade  

Accounting Policy regarding procurement of Ragi under MSP for 2017-18 has not been 
disclosed in Note 3.15 (a) on Accounts. 
 

20. Note 25 – Employee benefit expenses: 

 20.1 For reason stated in paragraph 13.1 (a) & 15.7 (d) herein above salary, 
contribution to gratuity fund & employee leave encashment are understated by 
Rs. 48.93 lakh, Rs. 8.24and Rs. 91.57 lakh respectively and contribution to 
provident fund over stated by Rs. 23.54 lakh. 

 20.2 a) No provision in the account has been made for pension & leave salary 
contribution payable relating to the Managing Director and other employees 
on deputation to the Company – amount not ascertainable. 

  b) No adjustment in the accounts has been made for superannuation fund 
contribution receivable from other organisations relating to employees 
deputed from the company – amount not ascertainable. 

 20.3 a) In Note 25.1 Expected return on plan asset has not been disclosed. 

  b) Following disclosures as per Ind AS 19 Employee benefit have not been 
made. 

   i) Quantitative sensitive analysis for significant actuarial valuation. 
 

   ii) Maturity profile (expected payment of contribution) for Defined 
benefit obligation. 
 

   iii) Future cash flows  
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21. Note 26 Finance Cost: 

Interest to bank does not include interest of Rs. 2,674.86 lakh (on cash credit – working 
capital) claimed from Government of Karnataka. This has not been disclosed in Notes 
on Accounts though included in Interest Paid disclosed in Cash Flow Statement. 
 

22. Note 27- Other Expenses: 

 22.1 Payment to Statutory auditors Rs.5.70 lakh 
The amount represents fee for statutory audit. However, GST on audit fee 2016-
17 of Rs. 1.13 lakh has been included in Legal & Professional Charges. Further, 
GST on audit fee for 2017-18 (Rs.1.13 lakh) has not been provided for. 

 22.2 Vehicle Maintenance 
Includes fuel expenditure of Rs. 2.29 lakh (Rs. 1.89 lakh in 2016-17) incurred by 
Minister’s Office and Rs. 2.66 lakh (Rs. 2.07 lakh in 2016-17) for minister’s car 
subject to ratification by the Board/Government. 

 22.3 Travelling Expenses 
The balance is net of Rs.4.15 lakh Income tax adjustment being excess provision 
relating to earlier year wrongly credited to TA to Directors (refer our 
observation in paragraph 22.5 herein below also) 

 22.4 Office/Godown Expenses 

  a) IncludesRs.0.90 lakh for CCTV at guest house used by Managing Director 
as residence, which in our opinion, requires to be ratified by the Board. 

  b) Refer our observation in paragraph 4.1 (a) (ii) herein above. 
 22.5 Rates and Taxes: 
  a) Includes Rs.12.50 lakh short provision for Income tax relating to earlier 

years. However, in respect of adjustment for Provision for Income tax 
another entry for  Rs.12.28 lakh has been (debited to excess/short provision 
account) treated as Prior year errors and adjusted against Retained Earnings. 
In our opinion Rs. 8.35 lakh [net of Rs. 4.15 lakh referred to in paragraph 
22.3(a)] should have also been adjusted against Retained Earnings (with 
suitable disclosure regarding tax adjustment) 

  b) Includes excess provision for property tax Rs. 5.03 lakh – refer paragraph 
15.7 (d) herein above. 
 

23. Note 28 Exceptional Items: 

Details of items of exceptional nature has not been disclosed as per Note 7(k) in Part II 
Division II of Schedule III of the Act. 
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24. 1. Items that will not be classified to Income and Expenditure Account  

- Changes in Fair value of FVOCI Rs. 9,467.06 lakh 
- Movement of provision for credit loss has not been disclosed 

25. Note 30 – Disclosure under Ind AS 108: 

 25.1 a) The Company during the year has disclosed only two segments viz PDS 
and Non PDS. It is observed that in earlier years, segment now disclosed as 
PDS were being shown as 7 separate segments viz Rice, Wheat/Atta, Sugar, 
Pamoline Oil, Salt, Procurement and Other PDS items. However, the 
Company has not explained/disclosed the basis / reason for the change. 

  b) It is also observed that procurement under Minimum Support Price (MSP) 
operation is one of the Prime objective/principal activities of the Company 
and is being reported to management separately. 

 25.2 Comparative figures of previous year for Total has not been disclosed 
 25.3 Following disclosures as Ind AS 108 have been made  
  a) Total assets and liabilities for each reportable segments  
  b) Information about revenue from external customers and major customers  

 
26. Note 31 Reconciliation between Previous GAAP & Ind AS 

 26.1 Advances written back Rs. 919.68 lakh 
Sundry Creditors written back Rs. 1,524.67 lakh.  

   - Attention is drawn to Note 2.1 (viii) that all advances which are due 
before 2010-11 has been written back. Further, we are informed that Sundry 
Creditors which has shown no movement from 2013-14 till date has also 
been written back and adjusted to reserves and surplus (This has not been 
disclosed in the Notes to accounts) We are of the opinion, before write 
back, each item should have been examined to ensure that there is no 
contractual liability for payment and/or confirm cessation of liability. We 
also observe that credits in Trades Payable, outstanding liability for 
expenses remaining unpaid for over 3 years has not been reviewed. Your 
attention is drawn to our observation in paragraph 7.2 (a)(i) & 7.6(a) herein 
above regarding write back of two items and paragraph 14.1 (a) (iii) 
regarding old unreconciled balance not written back, which in our opinion 
is not proper. 

 26.2 Prior period items 2016-17 affecting opening balance Rs. 319.51 lakh  
Prior period items of 2017-18 Rs. 44.50 lakh 
No guideline has been issued to District Offices regarding transactions to be 
identified as prior period items / errors. There is no uniformity in accounting of 
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transaction of similar nature. Your attention is drawn to our observation in 
paragraph 17 in our Audit Report dated 13.12.2017 on accounts for 2016-17 and 
paragraph 7.2 (f), 17.2 (b) (iii), 18.2 (c) & 22.5 (a) herein above regarding 
treatment of few such transactions. 

 26.3 Disclosure of prior period errors as per Ind AS 8 – Accounting Policies, changes 
in accounting Estimates and Errors has not been made. 
 

27. Note 32– Related Party Disclosure 

  a) Managing Director  
Refer paragraph 20.2 (a)herein above, regarding non provision for 
contribution towards Pension & Leave Salary. 

  b) Disclosure inrespect of Independent directors and Government related 
entities not made as per Ind AS 24 – Related Party Disclosure. 
 

28. Note 32  – Contingent Liabilities & Commitments: 

 28.1 Details for claims not acknowledged as debt of Rs. 20.95lakh disclosed in Note -
33.1(b) not furnished. 

 28.2 Attention is drawn to our observation in paragraph 7.7 (a) regarding claim by PF 
authorities referred to in Note 33.3 on Accounts. 

 28.3 As informed to us, the Company has executed an indemnity bond in favour of 
HPC Ltd (to whom portion and allotted by Urban Development Authority had 
been subleased) to the extent of loss that may be incurred by HPCL Ltd and as 
assessed by both the Company and HPC Ltd, if the Urban Development 
Authority objects to sublease given, at a later portion of time. 

 28.4 In Note 33.1 (b) on Accounts, reference to Note 10.2 should be read as Note 
10.3 
 

29. Note 35.3 Tax Expenses  

 - Current Tax 
Attention is drawn to Note 11.2 regarding non provision for income tax for the year 
estimated at Rs. 79.39 lakh 
 

30. Note 37  – Corporate Social Responsibility (CSR) 
 30.1 Attention is drawn to disclosure in Note 37 on Accounts that the Company has 

claimed exemption with regard to CSR from GOI as it is treated as Public 
Charitable Trust under Income Tax Act, 1961 and that exemption is yet to be 
received. However, the Company has since received communication dated 
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16.07.2018 that “presently there is no exemption for State Government 
undertaking including subject company”. The Board has accordingly constituted 
CSR Committee on 26.09.2018. 
This fact has not been brought out in the disclosure. 

 30.2 In terms of provisions of Section 135(5) of the Act, the Company is required to 
spend Rs. 178.67 lakh during financial years 2014-15 to 2016-17 and Rs. 62.08 
lakh during the year, which has not been provided for. Accordingly loss for the 
year is understated by Rs. 240.75 lakh. 
 

31. Statement of Changes in Equity 
 31.1 a) Remeasurement of defined benefit plans Rs. (-) 102.24 lakh (PY Rs. (–) 

74.41 lakh) has not been disclosed separately and recognised as part of 
retained earnings as per Note appended to Statement of changes in Equity 
in Division II of Schedule III of the Act. 

  b) Nature of items of Other Comprehensive Income has not been specified as 
per schedule III of the Act. 

 31.2 Amount of Rs. 86.56 lakh shown as Profit/Loss for the year under Capital 
Reserves represents Government Grant for computers utilised during 2016-17 
referred to in paragraph 12.1 herein above. Total under that head shown as Rs. 
86.56 lakh to be corrected as Rs. 98.31 lakh. 

 31.3 Refer our observation in paragraph 12.2 herein above regarding mismatch with 
disclosure made in Note 13 on Accounts. 
 

32. Cashflow Statement 
 32.1 Refer paragraph 21 regarding Rs. 4,862.14 lakh disclosed as Interest paid. 
 32.2 Rs. 525.01 lakh has been disclosed as Extraordinary items though disclosed as 

Exceptional item in Income & Expenditure Account. 
 32.3 We are informed that short term borrowings from bank form integral part of 

cash management and hence treated as component of Cash and Cash Equivalent. 
 32.4 The Company has not made following disclosures as per Ind AS 7 – Statements 

of Cash Flows. 
   i) Tax paid in cash flow from Operating Activity  

   ii) Changes due to fair value changes and Other change 

   iii) Segment cash flow  

33. General 

The figures appearing in the Financial Statements have not been rounded off to nearest 
lakh as per General Instruction 5 in Division II Schedule III of the Act. 
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34. Summary of effect of our observations to the extent ascertainable/quantifiable and 

each item exceeding Rs.  50   lakh is summarised as under: 
 
 
 

Note 
No. Particulars Net Effect (Rs. lakh) 

  Increase Decrease 
 Assets:   
 Capital Work in Progress  52.31 

6 Other Non Current Assets  1,599.26 
7 Inventories  250.14 
9 Cash & Cash Equivalent 138.99  
10 Other Current Assets 440.24  
11 Current tax Assets 117.69  

    
 Net Effect  1,204.79 
    
 Liabilities:   
17 Trade Payables 3,097.64  
18 Other Financial Liabilities 972.04  
19 Other Current Liabilities 449.47  
20 Provisions 99.81  
    
 Net Effect 4,618.96  
 Income:   
21 Revenue from Operations 469.95  
    
 Net Effect 469.95  
    
 Expenditure:   
24 Changes in Inventories of stock in trade 250.14  
25 Employee Benefit Expense 99.81  
27 Other Expense 5,864.36  
    
 Net Effect 6,214.31  
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 Excess of Expenditure over income   
 Before exceptional items & tax 5,744.36  
    
 Loss before tax 5,744.36  
 Tax expenses 79.39  
 Loss after tax 5,823.75  
    

 

  

 
Accordingly, loss for the year (excess of expenditure and income) after tax would have 
been Rs. 7,883.47 lakh as against loss Rs. 2,059.72 lakh and Total Comprehensive 
Income would have been Rs. 1,481.35lakh as against Rs.7,305.10 lakh disclosed in the 
financial statements. 

 
 
 
 
 
For RAO & SWAMI 
Chartered Accountants 

(FRN003105S) 

Place: Bengaluru  
Date:  20 -12-2018 

Sd/- 
(N.Ramesh) 

M No: 016153 
PARTNER 
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Karnataka Food and Civil Supplies Corporation Limited 
Annexure-B Referred to in paragraph 12(g) of our Audit Report of Even Date 

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

143 of the Companies Act, 2013 (“the Act”) 

We have audited the internal financial controls over financial reporting of Karnataka 
Food and Civil Supplies Corporation Limited (“the Company”) as of March 31, 2018 in 
conjunction with our audit of the financial statements of the Company for the year ended on 
that date 

Management’s Responsibility for Internal Financial Controls 

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. 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 Companies Act, 2013. 

Auditors’ Responsibility 

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, to the extent applicable to an audit of 
internal financial controls, both issued by the Institute of Chartered Accountants of India. 
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. 

 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 
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obtaining an understanding of internal financial controls over financial reporting, assessing 
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 adverse audit opinion on the Company’s internal financial controls 
system over financial reporting. 

Meaning of Internal Financial Controls Over Financial Reporting 

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  

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.  

 

Adverse Opinion  
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According to the information and explanations given to us and based on our audit, the 
following material weaknesses have been identified as at March 31, 2018: 

(a) i) The Company has not documented its internal control procedures and Accounts 
Manualhas not been compiled. The Company has also not carried out any test to 
ascertain adequacy of internal financial controls over financial reporting and 
operating effectiveness of such control. 

 
ii)  Head Office does not exercise proper control on District Offices and there is no 

proper interdepartmental co-ordination in Head office as also between Head 
office and District offices. 

 
iii) The internal audit manual has not been updated since 1994. Further, the  

periodic internal auditors report are not being obtained in time and follow up 
action if any taken not documented. 

 
(b) The Company’s policies, procedure and internal control system relating to following 

areas were found to be deficient/ inadequate and /or not operating effectively.  
 

i) Inventory/stock management, leading to shortages and/or excessive driage. 
ii) Receivables on account of MSP and PDS operations (claim for differential cost) 

resulting in disallowances / recoveries /errors in accounting.  
iii) Processing of bills and accounting of incidental charges, resulting in not 

recording of /providing for obligating event as and when it occurs. 
iv) Preparation of proper bank reconciliation statements with adequate details.  

 
(c) There is no system of periodical review of outstanding balances and there is no 

proper system of authorization of journal entries, including relating to prior year 
adjustments/errors, write off/write back of balances.  
 
These could potentially result in misstatement of inventory, receivables and 
liabilities. as also non detection of shortages in time.   

 

Hence, the system does not provide reasonable assurance regarding 
prevention and timely detection of significant errors in accounting (and/or 
proper authorization of transactions) and in preparation of Ind AS financial 
statements.  
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A ‘Material Weakness’ is a deficiency, or a combination of deficiencies, in internal 
financial control over financial reporting that there is a reasonable possibility that a 
material misstatement of Company’s annual or interim financial statements will not 
be prevented or detected on a timely basis. 
 
In our opinion, because of the effect / possible effect of the material weaknesses 
described above on the achievement of the objectives of the control criteria, the 
Company has not maintained adequate and effective internal financial controls over 
financial reporting as of March 31, 2018, 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. 

 
We have considered the material weaknesses identified and reported above in 
determining the nature, timing, and extent of audit tests applied in our audit of the 
March 31, 2018 financial statements of the Company, and these material weaknesses 
have affected our opinion on the financial statements of the Company and we have 
issued adverse opinion on the financial statements.  

 
For RAO & SWAMI 

Chartered Accountants 
(FRN003105S) 

 

       Sd/ 

         (N.Ramesh) 
  Place: Bengaluru        M No: 016153 
  Date:  20-12-2018                                                              PARTNER  
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Karnataka Food and Civil Supplies Corporation Limited 

Annexure-C Referred to in paragraph 13 of our  Audit Report of Even Date 
(Report on / Replies to Directions / Additional Directions of C&AG are given in italics) 

A. Directions 

1. Whether the company has clear title/lease deeds for freehold and leasehold land 
respectively? If not please state the area of freehold and leasehold land for which 
title/lease deeds are not available. 

 

As informed to us, the Company has clear title/lease deeds for treated and leasehold 
land respectively, except as stated in Note 4.5 on Accounts. However, attention is 
drawn to our observation in paragraph 4.2 (e) and 4.3 (c) in Annexure A referred to 
in paragraph 8 of the Report. In respect of leasehold land detailed in Annexure 2 
referred to in Note 4.2 on Accounts, lease period of two properties (cost Rs. 5.66 
lakh) has expired without construction of building. As stated in paragraph 4.2(d) in 
Annexure A, to our Report, non fulfilment of obligation if any, as also consequences 
thereof, has not been /ascertained/ disclosed. In the absence of necessary details, we 
are unable to furnish the area of freehold land and leasehold land for which 
title/lease deeds are not available.   

 
2. Please report whether there are any cases of waiver/ write off of debts/loans/interest etc., 

if yes, the reasons there for and the amount involved. 
 

There are no cases of waiver / write off of debts / loans / interest, etc. However, the 
Board of Directors at the 290th meeting held on 22.08.2017, in respect of storage 
loss/driage of paddy procured under Minimum Support Price Operation 2013-14, 
2014-15 and 2015-16, approved the proposal to allow 1% of driage and recover 
rest of shortages from the concerned purchase officers. As informed to us, amount 
storage loss / driage waived works out to Rs. 364.36 lakh. (Attention is also drawn 
paragraph 7.2 (d) (ii) and 7.5 (c) in Annexure – A to the Report)  

 

3. Whether proper records are maintained for inventories lying with third parties & assets 
received as gift from Govt. or other authorities. 

 

There are no inventories lying with third parties and no assets received as gift from 
Government or other authorities during the year. However, the godowns transferred 
by the Government free of cost disclosed in Note 4.5 on Accounts have not been 
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recorded in Fixed Asset Register. Refer our Observation in paragraph 4.2 
(c) in Annexure A. 

  

B. Additional Company Specific Directions: 

a) Whether the Company has lifted the quantity of food grains allotted by Government, 
lifted quantities released to fair price shops at subsidized rates and the Company has 
reconciled the total quantity of food grains lifted and distributed.  

As informed to us, the company has lifted the quantity of food grains allotted by the 
government and the lifted quantities has been released to fair price shops at 
subsidised rates. However, the Company has not furnished to us reconciliation of 
total quantity of food grains lifted and distributed. 

 
b) Whether the company has preferred the claim in time for differential cost with the 

Government and the amount of claim accepted/rejected has been properly accounted 
for in the Company. 

As informed to us, the Company has preferred the claim in time for differential cost 
with the Government. However, as informed to us final claim relating to MSPO 
2013-14 (maize) has been preferred during November 2017 only though related 
stocks had been disposed as on 31.03.2016 and claim relating to MSPO 2014-15 
(paddy/rice) is yet to be preferred. Further, attention is drawn to (i) paragraph 7.3) 
in Annexure A to our Report regarding claims yet to be preferred with Government 
relating to Levy rice for 2010-11 to 2012-13 and (ii) paragraph 17.2 (a) regarding 
excess/short accounting of claim for differential cost during the year. It is also 
found that Excess/Short provision treated as prior year errors and adjusted in 
Retained Earnings include debit of Rs. 135.22 lakh and credit of Rs. 2.27 lakh 
relating to Differential Cost.  

 
c) Comment on the existence of quantity control system to check the quantity of food 

grains to be distributed to beneficiaries. Any deficiencies resulting in supply of food 
grains not as per accepted quality norms shall be mentioned. 

As informed to us, the Company deputes Quality inspectors to Food Corporation of 
India (for procurement of rice) and third party assayer authorised by the Company 
to NAFED (for procurement of tool dal) for lifting the good quality food grains 
allotted by the Government for distribution under PDS. As explained to us, the 
Department is not responsible for the quality of food grains distributed to the 
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beneficiaries, including at retail outlets operated by the Company (which is being 
taken care of by the Department of Food)  

 

d) If audited entity has computerised its operations or part of it, assess and report, how 
much of the data in the company is in electric format, which of the area such as 
accounting, sales personnel information, pay roll, inventory etc. have been 
computerised and the company has evolved proper security policy for 
data/software/hardware?   

Accounts at district offices and at head offices are maintained in computer system 
using FIST Accounting Software. Sales accounting is on line and is integrated with 
FIST accounting software. Personal information and Payroll are computerised but 
not integrated with FIST Software. Inventory is computerised and integrated with 
FIST accounting software. The Company has not evolved any security policy for 
data/software/hardware. As informed to us, no external backup of FIST Accounting 
Software data (maintained by NIC) and payroll software data (maintained at Head 
office of the Company) are taken / held.  

 
 
      For RAO & SWAMI 
    Chartered Accountants 
         (FRN003105S) 
    

                                                                             Sd/- 
           (N. Ramesh) 
Place: Bengaluru                                                                      M No: 016153 
Date:  20 -12-2018                                                     PARTNER 
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Karnataka Food and Civil Supplies Corporation Limited 

Annexure-D Referred to in paragraph 14 of our Audit Report of Even Date 

1. Fixed Assets: 
 a) i) We are informed that the District Offices maintain records of fixed assets. 

However, the same do not contain cost and depreciation and details of 
identification number. No records are maintained for land, godown & 
computer & accessories received free of cost and for company’s assets 
held at the offices of the government department / agencies.  Further, it 
needs to be reconciled with financial books and situation of movable 
assets 

 b) i) The company has a regular annual program of physical verification of 
movable fixed assets, except for assets held at offices of the government 
department / agencies. In our opinion, the periodicity of physical 
verification of such assets is reasonable having regard to the size of the 
company and nature of its assets.  In respect of the verification carried out 
during the year, as informed to us, no discrepancies were noticed on such 
verification. However, discarded assets and / or assets not in use are not 
ascertained/adjusted/disclosed for want of details - attention is drawn to 
paragraph 4.5 in Annexure A to our Report in respect of non-adjustment 
of discarded assets. 

  ii) In respect of immovables/land and buildings, the company has to devise a 
suitable system for verification and comparison with the book records 

 c) As informed to us, title deeds of immovable properties are held in the name of 
the Company. However, the company has not maintained title deed register 
and reconciled it with the book records. Attention is also drawn to paragraph 
4.2 (e) in Annexure A to our Report regarding  compilation of details of 
properties and Note 4.5 on accounts regarding status of godowns ordered by 
the government to be transferred to the Company. 

2. Inventories: 
  i) As explained to us, physical verification of inventories has been conducted 

by the management at reasonable intervals. 
  ii) As explained to us, discrepancies on physical verification of stock as 

compared to book records were not material, except stock shortage of Rs. -
155.18 lakh noticed during the year. Attention is drawn to our observation 
in paragraph 8.3 regarding certain items of stock costing Rs. 158.68 lakh 
treated as deteriorated. 
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3. In our opinion and according to the information and explanations given to us, the 
Company has not given any loans, to companies, firms, limited liability partnerships 
or other parties covered in the register maintained under Section 189 of the 
Companies Act, 2013. Hence, our reporting on the matters referred to in Clause 4 
(iii) of the Order, does not arise. 

4. In our opinion and according to the information and explanations given to us, the 
company has not given any loan to directors etc, or made any loans, investments, 
guarantees and security. Hence, our reporting on compliance with provisions of 
section 185 and 186 of the Companies Act, 2013 does not arise. 

5. According to the information and explanation given to us, the Company has not 
accepted any deposits from the public.  Hence, our reporting on the matters referred 
to in Clause 4 (v) of the Order does not arise. 

6. As explained to us, the Central Government has not specified maintenance of cost 
records under section 148 of the Companies Act, 2013 for any of the activities of 
the Company. 

7. Statutory dues 
 a) i) According to the records of the Company, undisputed statutory dues 

including provident fund, employee’s state insurance, income tax, sales 
tax, service tax, duty of customs, duty of excise, value added tax, cess and 
other statutory dues have generally been regularly deposited with the 
appropriate authorities except VAT/GST  in respect of which, as informed 
to us,  the monthly return for April 2017 to Feb 2018 submitted on adhoc 
basis due to non-receipt of correct information from all District/unit 
offices and liability is arrived at only at the year end – refer our 
observation in paragraph 15.6 in Annexure A to our Report also. 

  ii) According to the information and explanations given to us, no undisputed 
amounts payable in respect of the aforesaid dues were outstanding as at 
31st March, 2018 for a period of more than six months from the date of 
becoming payable except property tax of Rs. 22.50 lakh provided in 
earlier years remaining unpaid stated to be for want of 
demand/assessment and Rs. 0.66 lakh provided in a District Office during 
the year. 

 b) According to the information and explanations given to us, there are no dues / 
demands towards income tax or sales tax or service tax or value added tax as at 
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the end of the year which have not been deposited on account of dispute. 

Name of 
Statute 

Nature of 
dues 

Financial 
Year/Asst. 

Year 

Demand                   
Rs. lakh 

Amount 
deposited   
Rs. lakh 

Forum where 
dispute is 
pending 

1 2 3 4 5 6 
Income 
tax Act,   

1961 

Income 
tax 

FY 2007-08 
AY 2008-

09 
24.13 - 

CIT 
(Appeals) 

Income 
tax Act,   

1961 

Income 
tax  -  
TDS 

FY 2011-12 
to 2015-16 

49.82 7.47 (x) 
CIT 

(Appeals) 

(x) Included in Security & Trade Deposit (Note 18 (e) on Accounts)   
 

8. According to the information and explanations given to us, the Company has not 
defaulted in repayment of loans or borrowings to financial institutions, banks, 
Government or dues to debenture holders. However, Attention is drawn to 
paragraph 15.1(a) (ii) and 15.4 in Annexure A to our Report regarding outstanding 
interest payable Government of Rs. 293.00 lakh and outstanding dues of Rs. 97.72 
lakh relating to loan under Centrally Sponsored Scheme respectively. 

9. In our opinion and according to the information furnished to us, the company has 
not raised money by way of initial public offer or further public offer (including 
debt instruments) or term loan during the year. 

10. We are informed that no fraud by the Company or any fraud on the company by its 
officers or employees has been noticed or reported during the year, except stock 
shortages of stock of Rs. 155.18 lakh (Rs. 232.58 lakh inclusive of penalty) in 
respect of which, as reported to us, departmental enquiry/investigation has been 
initiated against six employees (claim amount of Rs. 223.64 lakh) and criminal 
complaint has also been lodged against one employee (claim amount of Rs. 116.16 
lakh). 

11. The Company is a Government company and hence provisions of section 197  of 
the Companies Act, 2013 relating to managerial remuneration are not applicable to 
the company in terms of MCA Notification dated 05.06.2015. Hence, our reporting 
on the matters referred to in clause (xi) of the Order does not arise. 

12. The company is not a ‘Nidhi Company’ and hence, our reporting on the matters 
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referred to in clause (xii) of the Order does not arise. 

13. In our opinion and according to the information and explanations given to us, the 
Company is a Government Company and there were no transactions with related 
parties. Hence, our reporting on compliance with section 177 and 188 of Companies 
Act 2013 does not arise. 

14. The Company has not made any preferential allotment or private placement of 
shares or fully or partly convertible debentures during the year under review. 
Hence, our reporting on compliance with requirement of section 42 of the 
Companies Act, 2013 does not arise. 

15. In our opinion and according to the information and explanations given to us, the 
company has not entered into any non cash transactions with directors or persons 
connected with him. Hence, our reporting on compliance with provisions of section 
192 of Companies Act 2013 does not arise. 

16. The Company is not a ‘Non-banking financial company’ and hence, the Company is 
not required to be registered under section 45IA of the Reserve Bank of India Act, 
1934. 

    
    
           For RAO & SWAMI 

         Chartered Accountants 
                            (FRN 003105 S) 

 

                                                                             Sd/ 
                                   (N. Ramesh) 
Place: Bengaluru                                                      Partner   
Date:  20 .12.2018                               M. No.: 016153  

  



 

 

Basis for Adverse Opinion
1. Attention

Sundry Creditors for trade Advance from Government, 
Security and Trade Deposits, Outstanding Liabilities, 
Sundry Debtors and Advances and deposits (which are 
stated net of debit/credit balances) are as per books and 
are subject to reconciliation and confirmation. It is 
observed that some of the balances are not supported 
by party wise list/details, in respect of which amount is 
not quantified and disclosed. District Offices found to 
have not maintained proper details 
to a few accounts while migrating to FIST system and 
have also not compiled proper schedules for closing 
balances. Further, entries passed while consolidating 
the accounts are not updated in the returns received 
from the District Offi
balances with balances as per FIST. Also adjustments 
entries arising from (first time) adoption of Ind AS has 
been passed in Central Office which is yet to be given 

 REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 

Observations of the Statutory Auditors

Basis for Adverse Opinion
Attention is drawn to Note 35.2 on Accounts that 
Sundry Creditors for trade Advance from Government, 
Security and Trade Deposits, Outstanding Liabilities, 
Sundry Debtors and Advances and deposits (which are 
stated net of debit/credit balances) are as per books and 
are subject to reconciliation and confirmation. It is 
observed that some of the balances are not supported 
by party wise list/details, in respect of which amount is 
not quantified and disclosed. District Offices found to 
have not maintained proper details 
to a few accounts while migrating to FIST system and 
have also not compiled proper schedules for closing 
balances. Further, entries passed while consolidating 
the accounts are not updated in the returns received 
from the District Offi
balances with balances as per FIST. Also adjustments 
entries arising from (first time) adoption of Ind AS has 
been passed in Central Office which is yet to be given 

REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 

Observations of the Statutory Auditors

Basis for Adverse Opinion- Annexure
is drawn to Note 35.2 on Accounts that 

Sundry Creditors for trade Advance from Government, 
Security and Trade Deposits, Outstanding Liabilities, 
Sundry Debtors and Advances and deposits (which are 
stated net of debit/credit balances) are as per books and 
are subject to reconciliation and confirmation. It is 
observed that some of the balances are not supported 
by party wise list/details, in respect of which amount is 
not quantified and disclosed. District Offices found to 
have not maintained proper details 
to a few accounts while migrating to FIST system and 
have also not compiled proper schedules for closing 
balances. Further, entries passed while consolidating 
the accounts are not updated in the returns received 
from the District Offices resulting in mismatch of 
balances with balances as per FIST. Also adjustments 
entries arising from (first time) adoption of Ind AS has 
been passed in Central Office which is yet to be given 

REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 
YEAR ENDING 31

Observations of the Statutory Auditors 

Annexure-A  
is drawn to Note 35.2 on Accounts that 

Sundry Creditors for trade Advance from Government, 
Security and Trade Deposits, Outstanding Liabilities, 
Sundry Debtors and Advances and deposits (which are 
stated net of debit/credit balances) are as per books and 
are subject to reconciliation and confirmation. It is 
observed that some of the balances are not supported 
by party wise list/details, in respect of which amount is 
not quantified and disclosed. District Offices found to 
have not maintained proper details for balances relating 
to a few accounts while migrating to FIST system and 
have also not compiled proper schedules for closing 
balances. Further, entries passed while consolidating 
the accounts are not updated in the returns received 

ces resulting in mismatch of 
balances with balances as per FIST. Also adjustments 
entries arising from (first time) adoption of Ind AS has 
been passed in Central Office which is yet to be given 
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REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 
YEAR ENDING 31ST MARCH 2018.

 

 
Ref to Note 
No in Notes 
on Accounts

is drawn to Note 35.2 on Accounts that 
Sundry Creditors for trade Advance from Government, 
Security and Trade Deposits, Outstanding Liabilities, 
Sundry Debtors and Advances and deposits (which are 
stated net of debit/credit balances) are as per books and 
are subject to reconciliation and confirmation. It is 
observed that some of the balances are not supported 
by party wise list/details, in respect of which amount is 
not quantified and disclosed. District Offices found to 

for balances relating 
to a few accounts while migrating to FIST system and 
have also not compiled proper schedules for closing 
balances. Further, entries passed while consolidating 
the accounts are not updated in the returns received 

ces resulting in mismatch of 
balances with balances as per FIST. Also adjustments 
entries arising from (first time) adoption of Ind AS has 
been passed in Central Office which is yet to be given 

Note 35.2

REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 
MARCH 2018. 

Ref to Note 
No in Notes 
on Accounts 

 
Note 35.2 The observations made by the Auditors 

REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 
 

Replies by the Corporation

The observations made by the Auditors 
are noted

REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 

Replies by the Corporation

 
The observations made by the Auditors 

are noted. 

 
REPLIES TO THE OBSERVATIONS MADE BY THE STATUTORY AUDITORS FOR THE 

Replies by the Corporation 

The observations made by the Auditors 



 

effect to in respective District Offices/Head Office 
accounts.
without proper details. Also refer note appended to 
Note 17 on Accounts and paragraph 9 (2) (b) (ii) & (iii) 
and 14.1 (b) (i) hereunder regarding unreconciled bank 
accounts. Proper supporting schedules for a few ite
in to Balance Sheet with comparative figures have also 
not been furnished. The balances disclosed remain 
unreviewed, unreconciled, unconfirmed for past many 
years. In view of the above, it is not possible to 
ascertain whether the liabilities, assets and
are properly stated /disclosed. Our comments reported 
herein after are subject to and to be read in conjunction 
with the above remarks.
 

2. First time adoption of Ind AS (Ind AS 101)
2.1 

effect to in respective District Offices/Head Office 
accounts. Many of the Journal Entries found to be 
without proper details. Also refer note appended to 
Note 17 on Accounts and paragraph 9 (2) (b) (ii) & (iii) 
and 14.1 (b) (i) hereunder regarding unreconciled bank 
accounts. Proper supporting schedules for a few ite
in to Balance Sheet with comparative figures have also 
not been furnished. The balances disclosed remain 
unreviewed, unreconciled, unconfirmed for past many 
years. In view of the above, it is not possible to 
ascertain whether the liabilities, assets and
are properly stated /disclosed. Our comments reported 
herein after are subject to and to be read in conjunction 
with the above remarks.
 
First time adoption of Ind AS (Ind AS 101)
a) We are informed that the Company has revised 

its accounting policies, reclassified its assets and 
liabilities in terms of Ind AS 101 and has also 
corrected prior period errors in line with Ind AS 
8. Note 2.1 (iii) refers to Note 31 for explanatio
of how transition from Previous GAAP to Ind 
AS has effected the Company’s financial 
position, financial performances and cash flows. 
However, Note 31 disclosing reconciliation 
between Previous GAAP and Ind AS, does not 
give sufficient details/explanation
the nature 

effect to in respective District Offices/Head Office 
Many of the Journal Entries found to be 

without proper details. Also refer note appended to 
Note 17 on Accounts and paragraph 9 (2) (b) (ii) & (iii) 
and 14.1 (b) (i) hereunder regarding unreconciled bank 
accounts. Proper supporting schedules for a few ite
in to Balance Sheet with comparative figures have also 
not been furnished. The balances disclosed remain 
unreviewed, unreconciled, unconfirmed for past many 
years. In view of the above, it is not possible to 
ascertain whether the liabilities, assets and
are properly stated /disclosed. Our comments reported 
herein after are subject to and to be read in conjunction 
with the above remarks. 

First time adoption of Ind AS (Ind AS 101)
We are informed that the Company has revised 
its accounting policies, reclassified its assets and 
liabilities in terms of Ind AS 101 and has also 
corrected prior period errors in line with Ind AS 
8. Note 2.1 (iii) refers to Note 31 for explanatio
of how transition from Previous GAAP to Ind 
AS has effected the Company’s financial 
position, financial performances and cash flows. 
However, Note 31 disclosing reconciliation 
between Previous GAAP and Ind AS, does not 
give sufficient details/explanation

 and effect of material adjustments to

effect to in respective District Offices/Head Office 
Many of the Journal Entries found to be 

without proper details. Also refer note appended to 
Note 17 on Accounts and paragraph 9 (2) (b) (ii) & (iii) 
and 14.1 (b) (i) hereunder regarding unreconciled bank 
accounts. Proper supporting schedules for a few ite
in to Balance Sheet with comparative figures have also 
not been furnished. The balances disclosed remain 
unreviewed, unreconciled, unconfirmed for past many 
years. In view of the above, it is not possible to 
ascertain whether the liabilities, assets and the results 
are properly stated /disclosed. Our comments reported 
herein after are subject to and to be read in conjunction 

First time adoption of Ind AS (Ind AS 101) 
We are informed that the Company has revised 
its accounting policies, reclassified its assets and 
liabilities in terms of Ind AS 101 and has also 
corrected prior period errors in line with Ind AS 
8. Note 2.1 (iii) refers to Note 31 for explanatio
of how transition from Previous GAAP to Ind 
AS has effected the Company’s financial 
position, financial performances and cash flows. 
However, Note 31 disclosing reconciliation 
between Previous GAAP and Ind AS, does not 
give sufficient details/explanations to understand 

and effect of material adjustments to
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effect to in respective District Offices/Head Office 
Many of the Journal Entries found to be 

without proper details. Also refer note appended to 
Note 17 on Accounts and paragraph 9 (2) (b) (ii) & (iii) 
and 14.1 (b) (i) hereunder regarding unreconciled bank 
accounts. Proper supporting schedules for a few items 
in to Balance Sheet with comparative figures have also 
not been furnished. The balances disclosed remain 
unreviewed, unreconciled, unconfirmed for past many 
years. In view of the above, it is not possible to 

the results 
are properly stated /disclosed. Our comments reported 
herein after are subject to and to be read in conjunction 

We are informed that the Company has revised 
its accounting policies, reclassified its assets and 
liabilities in terms of Ind AS 101 and has also 
corrected prior period errors in line with Ind AS 
8. Note 2.1 (iii) refers to Note 31 for explanation 
of how transition from Previous GAAP to Ind 
AS has effected the Company’s financial 
position, financial performances and cash flows. 
However, Note 31 disclosing reconciliation 
between Previous GAAP and Ind AS, does not 

s to understand 
and effect of material adjustments to 

Note 31
  

Note 31 The observations made by the Auditors 
are noted.
The observations made by the Auditors 
are noted. 
The observations made by the Auditors 

 

The observations made by the Auditors 



 

 

 

This, in our opinion, is also required in terms of Ind AS 8 
Accounting Policies, Changes in Accounting Estimates and 
Errors. Also, Ind AS 1 
require disclosure of reclassification and amount of each item 
or class of item reclassified.

 

2.2 In the light of our observation in paragraph 10.3 
regarding Interest Receivable from Government, 
paragraph 14.3 regarding dues to two Government 
Entries and paragraph 15.2 regarding Loan/advance 
from KSAMB, in our opinion, classification and
applic
and/or Ind AS 20

  the Balance Sheet and Income and Expenditure 
Account and to the Cash 

 In our opinion, for proper understanding, the 
Company s
transition to Ind AS on each line item of Balance 
Sheet as at 31.03.2017 (end of last period 
presented under Previous GAAP) & as at 
31.03.2016 (date of transition) and Income and 
Expenditure Account for the year ended 
31.03.2017 (latest period presented under 
Previous GAAP) together with Explanatory Note 
for material adjustments

This, in our opinion, is also required in terms of Ind AS 8 
Accounting Policies, Changes in Accounting Estimates and 
Errors. Also, Ind AS 1 
require disclosure of reclassification and amount of each item 
or class of item reclassified.

b) Attention is drawn to our observation in 
paragraph 26 herein below regarding write back 
and prior period item/errors.

In the light of our observation in paragraph 10.3 
regarding Interest Receivable from Government, 
paragraph 14.3 regarding dues to two Government 
Entries and paragraph 15.2 regarding Loan/advance 
from KSAMB, in our opinion, classification and
applicability of Ind AS 109 
and/or Ind AS 20

the Balance Sheet and Income and Expenditure 
Account and to the Cash  
In our opinion, for proper understanding, the 
Company should have disclosed the effect of 
transition to Ind AS on each line item of Balance 
Sheet as at 31.03.2017 (end of last period 
presented under Previous GAAP) & as at 
31.03.2016 (date of transition) and Income and 
Expenditure Account for the year ended 

03.2017 (latest period presented under 
Previous GAAP) together with Explanatory Note 
for material adjustments. 

This, in our opinion, is also required in terms of Ind AS 8 
Accounting Policies, Changes in Accounting Estimates and 
Errors. Also, Ind AS 1 -Presentation of Financial Statements 
require disclosure of reclassification and amount of each item 
or class of item reclassified. 

Attention is drawn to our observation in 
paragraph 26 herein below regarding write back 
and prior period item/errors.

In the light of our observation in paragraph 10.3 
regarding Interest Receivable from Government, 
paragraph 14.3 regarding dues to two Government 
Entries and paragraph 15.2 regarding Loan/advance 
from KSAMB, in our opinion, classification and

ability of Ind AS 109 –
and/or Ind AS 20- Accounting of Government Grant

the Balance Sheet and Income and Expenditure 
 

In our opinion, for proper understanding, the 
hould have disclosed the effect of 

transition to Ind AS on each line item of Balance 
Sheet as at 31.03.2017 (end of last period 
presented under Previous GAAP) & as at 
31.03.2016 (date of transition) and Income and 
Expenditure Account for the year ended 

03.2017 (latest period presented under 
Previous GAAP) together with Explanatory Note 

 
This, in our opinion, is also required in terms of Ind AS 8 
Accounting Policies, Changes in Accounting Estimates and 

Presentation of Financial Statements 
require disclosure of reclassification and amount of each item 

Attention is drawn to our observation in 
paragraph 26 herein below regarding write back 
and prior period item/errors. 

In the light of our observation in paragraph 10.3 
regarding Interest Receivable from Government, 
paragraph 14.3 regarding dues to two Government 
Entries and paragraph 15.2 regarding Loan/advance 
from KSAMB, in our opinion, classification and

– Financial Instruments 
Accounting of Government Grant
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the Balance Sheet and Income and Expenditure 

In our opinion, for proper understanding, the 
hould have disclosed the effect of 

transition to Ind AS on each line item of Balance 
Sheet as at 31.03.2017 (end of last period 
presented under Previous GAAP) & as at 
31.03.2016 (date of transition) and Income and 
Expenditure Account for the year ended 

03.2017 (latest period presented under 
Previous GAAP) together with Explanatory Note 

This, in our opinion, is also required in terms of Ind AS 8 – 
Accounting Policies, Changes in Accounting Estimates and 

Presentation of Financial Statements 
require disclosure of reclassification and amount of each item 

Attention is drawn to our observation in 
paragraph 26 herein below regarding write back 

In the light of our observation in paragraph 10.3 
regarding Interest Receivable from Government, 
paragraph 14.3 regarding dues to two Government 
Entries and paragraph 15.2 regarding Loan/advance 
from KSAMB, in our opinion, classification and 

Financial Instruments 
Accounting of Government Grant 

  

  

 

 This will be looked in to in 2018
classification will be made for 
receivables/payables as required in terms 
of  
Schedule

This will be looked in to in 2018
classification will be made for 
receivables/payables as required in terms 
of  Note 3 in Part 1 Division III of 
Schedule II of the Act in 2018

 

This will be looked in to in 2018-19 and 
classification will be made for 
receivables/payables as required in terms 

Note 3 in Part 1 Division III of 
II of the Act in 2018-19. 

 

 

19 and 

receivables/payables as required in terms 
Note 3 in Part 1 Division III of 

 



 

  
to be examined/reviewed. Consequential effect not 
ascertainable

2.3 The Company has also not disclosed separately 
mandatory exemptions applied and optional 
exemptions ava
 

3. Disclosures under Ind ASs   
 
 

 

 

 and Disclosure of Government Assistance also needs
to be examined/reviewed. Consequential effect not 
ascertainable. 
The Company has also not disclosed separately 
mandatory exemptions applied and optional 
exemptions availed.
 
Disclosures under Ind ASs   
a) The Company has not disclosed the following
i) The date when the financial statements were 

approved for issue and the power to amend the 
financial statemen
after the Reporting Date.

ii) Categories of financial assets and financial 
liabilities as per Ind AS 107 
Instruments Disclosure 

iii) Details of Standards/Amendments issued but not 
yet effective (for 2017
Ind AS 115 
customers indicating its requirements and its 
effect on the financial statements, has not been 
disclosed. 

and Disclosure of Government Assistance also needs
to be examined/reviewed. Consequential effect not 

The Company has also not disclosed separately 
mandatory exemptions applied and optional 

iled. 

Disclosures under Ind ASs    
The Company has not disclosed the following
The date when the financial statements were 
approved for issue and the power to amend the 
financial statements as per Ind AS 10 
after the Reporting Date. 

Categories of financial assets and financial 
liabilities as per Ind AS 107 
Instruments Disclosure  
Details of Standards/Amendments issued but not 
yet effective (for 2017-18) viz Notification of 
Ind AS 115 – Revenue from contracts with 
customers indicating its requirements and its 
effect on the financial statements, has not been 

 

and Disclosure of Government Assistance also needs
to be examined/reviewed. Consequential effect not 

The Company has also not disclosed separately 
mandatory exemptions applied and optional 

The Company has not disclosed the following
The date when the financial statements were 
approved for issue and the power to amend the 

ts as per Ind AS 10 – 
 

Categories of financial assets and financial 
liabilities as per Ind AS 107 – Financial 

Details of Standards/Amendments issued but not 
18) viz Notification of 

Revenue from contracts with 
customers indicating its requirements and its 
effect on the financial statements, has not been 
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and Disclosure of Government Assistance also needs 
to be examined/reviewed. Consequential effect not 

The Company has also not disclosed separately 
mandatory exemptions applied and optional 

The Company has not disclosed the following 
The date when the financial statements were 
approved for issue and the power to amend the 

 Events 

Categories of financial assets and financial 

Details of Standards/Amendments issued but not 
18) viz Notification of 

Revenue from contracts with 
customers indicating its requirements and its 
effect on the financial statements, has not been 

 

 The observations made by the Auditors 
are noted

  
  
  

 The observations made by the Auditors 
are noted and will be disclosed in 2018
19.

  

The observations made by the Auditors 
are noted 

The observations made by the Auditors 
are noted and will be disclosed in 2018
19. 

 

The observations made by the Auditors 

The observations made by the Auditors 
are noted and will be disclosed in 2018

 

The observations made by the Auditors 

The observations made by the Auditors 
are noted and will be disclosed in 2018-



 

 

4 Note  4 Annexure 1 
Equipment Rs.1463.87 lakh

4.1 

 

 

b) Other disclosures required under Ind ASs but not 
made in the financial statements are given under 
respective

Note  4 Annexure 1 
Equipment Rs.1463.87 lakh
a) i) The Company has been charging off to 

Income & Exp
equipments such as tricycles, mobile

   phones, weighing scales etc. as stated in 
Significant Accounting Policy 3.
However, Schedule II of the Act requires 
the financial statement to disclose the 
difference between useful life adopted by 
the company and useful life specified 
therein, providing justification in this behalf 
duly supported by technical advice. This 
not been adhere to.

 ii) Cost of assets expensed during the year 
(included in Office/Godown Expenses) 
include items like Biometric machines (Rs. 
5.46 lakh), POS Tab (Rs. 9.70 lakh), 
furniture (Rs. 1.12 lakh) which are not 
stated in aforesaid Accounting Policy of the 
Company. The practice of capitalisation of 
such items needs to be reviewed.

Other disclosures required under Ind ASs but not 
in the financial statements are given under 

respective paragraphs. 

Note  4 Annexure 1 – 
Equipment Rs.1463.87 lakh: 

The Company has been charging off to 
Income & Expenditure Account, cost of
equipments such as tricycles, mobile
phones, weighing scales etc. as stated in 
Significant Accounting Policy 3.
However, Schedule II of the Act requires 
the financial statement to disclose the 
difference between useful life adopted by 
the company and useful life specified 
therein, providing justification in this behalf 
duly supported by technical advice. This 
not been adhere to. 
Cost of assets expensed during the year 
(included in Office/Godown Expenses) 
include items like Biometric machines (Rs. 
5.46 lakh), POS Tab (Rs. 9.70 lakh), 
furniture (Rs. 1.12 lakh) which are not 
stated in aforesaid Accounting Policy of the 
Company. The practice of capitalisation of 
such items needs to be reviewed.

Other disclosures required under Ind ASs but not 
in the financial statements are given under 

 Property, Plant &

The Company has been charging off to 
enditure Account, cost of

equipments such as tricycles, mobile 
phones, weighing scales etc. as stated in 
Significant Accounting Policy 3.
However, Schedule II of the Act requires 
the financial statement to disclose the 
difference between useful life adopted by 
the company and useful life specified 
therein, providing justification in this behalf 
duly supported by technical advice. This 

Cost of assets expensed during the year 
(included in Office/Godown Expenses) 
include items like Biometric machines (Rs. 
5.46 lakh), POS Tab (Rs. 9.70 lakh), 
furniture (Rs. 1.12 lakh) which are not 
stated in aforesaid Accounting Policy of the 
Company. The practice of capitalisation of 
such items needs to be reviewed. 
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Other disclosures required under Ind ASs but not 
in the financial statements are given under 

Property, Plant &  

The Company has been charging off to 
enditure Account, cost of 

 

Note  4
(Annexure I)

phones, weighing scales etc. as stated in 
Significant Accounting Policy 3.4(e). 
However, Schedule II of the Act requires 
the financial statement to disclose the 
difference between useful life adopted by 
the company and useful life specified 
therein, providing justification in this behalf 
duly supported by technical advice. This has 

Cost of assets expensed during the year 
(included in Office/Godown Expenses) 
include items like Biometric machines (Rs. 
5.46 lakh), POS Tab (Rs. 9.70 lakh), 
furniture (Rs. 1.12 lakh) which are not 
stated in aforesaid Accounting Policy of the 
Company. The practice of capitalisation of 

Note 3.4 (e)

  

  

Note  4 
(Annexure I) 

It is submitted here that it has been the 
usual practice of the Corporation from the 
date of

  inception, to write off such items which 
have short useful life. However, as pointed 
out by auditors, action will be taken by the 
Corporation in the current financial year to 
obtain the technical advice to disclose this 
aspect as 
Companies Act 2013. 

Note 3.4 (e) 
 

This aspect will be reviewed during the 
current year accounts 2018
significant accounting policy 3.5 (b) will 
be r
pointed out by auditors,  during the  
current year 2018

It is submitted here that it has been the 
usual practice of the Corporation from the 
date of 
inception, to write off such items which 
have short useful life. However, as pointed 
out by auditors, action will be taken by the 
Corporation in the current financial year to 
obtain the technical advice to disclose this 
aspect as required by schedule
Companies Act 2013. 

This aspect will be reviewed during the 
current year accounts 2018
significant accounting policy 3.5 (b) will 
be reviewed in the light of  observation as 
pointed out by auditors,  during the  
current year 2018-19.

It is submitted here that it has been the 
usual practice of the Corporation from the 

inception, to write off such items which 
have short useful life. However, as pointed 
out by auditors, action will be taken by the 
Corporation in the current financial year to 
obtain the technical advice to disclose this 

required by schedule-II of the 
Companies Act 2013.  

This aspect will be reviewed during the 
current year accounts 2018
significant accounting policy 3.5 (b) will 

eviewed in the light of  observation as 
pointed out by auditors,  during the  

19. 

 

It is submitted here that it has been the 
usual practice of the Corporation from the 

inception, to write off such items which 
have short useful life. However, as pointed 
out by auditors, action will be taken by the 
Corporation in the current financial year to 
obtain the technical advice to disclose this 

II of the 

This aspect will be reviewed during the 
current year accounts 2018-19.The 
significant accounting policy 3.5 (b) will 

eviewed in the light of  observation as 
pointed out by auditors,  during the  



 

4.2 

 

 

 

 

a) As per the Company’s Significant Accounting 
Policy 3.5 (b), leasehold land is not amortized 
over lease period for reasons stated therein. 
However, i
74.30 lakh) included in Leasehold land the lease

 deed does not provide any option to purchase 
after completion of le
(b) here in below also). The policy therefore 
requires review.

b) Additions to land Rs. 74.05 lakh include Rs. 
19.03 lakh property taken on lease for a period 
of 30 years without option to purchase after 
completion of lease p
should have been properly classified as lease 
hold land. 

c) i) Addition to land also include registration 
charges of Rs. 0.50 lakh stated to be 
relating to land allotted by Government 
free of cost and documents (viz. allotment 
letter and/or DC’s order) in respect of 
which is not readily available. The same 
has not been disclosed by way of note as 
per the Company’s Accounting Policy 
3.5(a).

 ii) Attention is also drawn to Note 4.5 on 

As per the Company’s Significant Accounting 
Policy 3.5 (b), leasehold land is not amortized 
over lease period for reasons stated therein. 
However, in respect of two properties (Cost Rs. 
74.30 lakh) included in Leasehold land the lease

deed does not provide any option to purchase 
after completion of lease period (refer sub para 
(b) here in below also). The policy therefore 
requires review. 
Additions to land Rs. 74.05 lakh include Rs. 
19.03 lakh property taken on lease for a period 
of 30 years without option to purchase after 
completion of lease period. Hence, the same 
should have been properly classified as lease 

 
Addition to land also include registration 
charges of Rs. 0.50 lakh stated to be 
elating to land allotted by Government 

free of cost and documents (viz. allotment 
letter and/or DC’s order) in respect of 
which is not readily available. The same 
has not been disclosed by way of note as 
per the Company’s Accounting Policy 
3.5(a). 
Attention is also drawn to Note 4.5 on 

As per the Company’s Significant Accounting 
Policy 3.5 (b), leasehold land is not amortized 
over lease period for reasons stated therein. 

n respect of two properties (Cost Rs. 
74.30 lakh) included in Leasehold land the lease

deed does not provide any option to purchase 
ase period (refer sub para 

(b) here in below also). The policy therefore 

Additions to land Rs. 74.05 lakh include Rs. 
19.03 lakh property taken on lease for a period 
of 30 years without option to purchase after 

eriod. Hence, the same 
should have been properly classified as lease 

Addition to land also include registration 
charges of Rs. 0.50 lakh stated to be 
elating to land allotted by Government 

free of cost and documents (viz. allotment 
letter and/or DC’s order) in respect of 
which is not readily available. The same 
has not been disclosed by way of note as 
per the Company’s Accounting Policy 

Attention is also drawn to Note 4.5 on 
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As per the Company’s Significant Accounting 
Policy 3.5 (b), leasehold land is not amortized 
over lease period for reasons stated therein. 

n respect of two properties (Cost Rs. 
74.30 lakh) included in Leasehold land the lease 

Note 3.5 (b

deed does not provide any option to purchase 
ase period (refer sub para 

(b) here in below also). The policy therefore 

Additions to land Rs. 74.05 lakh include Rs. 
19.03 lakh property taken on lease for a period 
of 30 years without option to purchase after 

eriod. Hence, the same 
should have been properly classified as lease 

Note 4.3

Addition to land also include registration 
charges of Rs. 0.50 lakh stated to be 
elating to land allotted by Government 

free of cost and documents (viz. allotment 
letter and/or DC’s order) in respect of 
which is not readily available. The same 
has not been disclosed by way of note as 
per the Company’s Accounting Policy 

Note 3

Attention is also drawn to Note 4.5 on 

 
Note 3.5 (b) 

Action will be taken to classify this 
amount as lease hold land in the year 
2018

  

 
Note 4.3 

 
It will be disclosed  by way of note in the 
accounts in the year 2018

 
 

Note 3.5 (a) 
 

 
 
It will be disclosed  by way of note in the 
accounts in the year 2018

 As observed by auditors, since, godowns  

Action will be taken to classify this 
amount as lease hold land in the year 
2018-19. 

It will be disclosed  by way of note in the 
accounts in the year 2018

It will be disclosed  by way of note in the 
accounts in the year 2018

As observed by auditors, since, godowns  

Action will be taken to classify this 
amount as lease hold land in the year 

 
It will be disclosed  by way of note in the 
accounts in the year 2018-19. 

It will be disclosed  by way of note in the 
accounts in the year 2018-19. 

As observed by auditors, since, godowns  

 
Action will be taken to classify this 
amount as lease hold land in the year 

It will be disclosed  by way of note in the 

It will be disclosed  by way of note in the 

As observed by auditors, since, godowns  



 

 

 

 

accounts regarding godown given by the 
Government free of cost in earlier years 
and not reckoned in the Balance Sheet.

 iii) Accounting of nonmonetary grant at fair 
value needs to be examined in terms of Ind 
AS 20 
and Disclosure of Government Assistance.

d) Attention is drawn to Note 4.3 Annexure 2 
regarding details of payment made under lease 
agreement/lease cum sale agreements. 
Disclosures like future minimum payment, total 
minimum sub lease payment expected to be 
received, materials terms and conditions of lease 
as regards renewal, purchase option, escalation 
clause, restrictions/li
disclosed as required under Ind AS 17 
Details and consequence of non fulfilment of 
lease obligations has also not been disclosed.

e) The Company is yet to compile complete details 
of freehold and lease hold lands as also buildings 
held by it and reconcile with books of account

accounts regarding godown given by the 
Government free of cost in earlier years 
and not reckoned in the Balance Sheet.

Accounting of nonmonetary grant at fair 
value needs to be examined in terms of Ind 
AS 20 - Accounting of Government Grant 
and Disclosure of Government Assistance.

n is drawn to Note 4.3 Annexure 2 
regarding details of payment made under lease 
agreement/lease cum sale agreements. 
Disclosures like future minimum payment, total 
minimum sub lease payment expected to be 
received, materials terms and conditions of lease 
s regards renewal, purchase option, escalation 

clause, restrictions/litigation
disclosed as required under Ind AS 17 
Details and consequence of non fulfilment of 
lease obligations has also not been disclosed.
The Company is yet to compile complete details 
of freehold and lease hold lands as also buildings 
held by it and reconcile with books of account

accounts regarding godown given by the 
Government free of cost in earlier years 
and not reckoned in the Balance Sheet.

Accounting of nonmonetary grant at fair 
value needs to be examined in terms of Ind 

Accounting of Government Grant 
and Disclosure of Government Assistance.

n is drawn to Note 4.3 Annexure 2 
regarding details of payment made under lease 
agreement/lease cum sale agreements. 
Disclosures like future minimum payment, total 
minimum sub lease payment expected to be 
received, materials terms and conditions of lease 
s regards renewal, purchase option, escalation 

tigation etc have not been 
disclosed as required under Ind AS 17 – 
Details and consequence of non fulfilment of 
lease obligations has also not been disclosed.
The Company is yet to compile complete details 
of freehold and lease hold lands as also buildings 
held by it and reconcile with books of account
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accounts regarding godown given by the 
Government free of cost in earlier years 
and not reckoned in the Balance Sheet. 

Note 4

Accounting of nonmonetary grant at fair 
value needs to be examined in terms of Ind 

Accounting of Government Grant 
and Disclosure of Government Assistance. 

n is drawn to Note 4.3 Annexure 2 
regarding details of payment made under lease 
agreement/lease cum sale agreements. 
Disclosures like future minimum payment, total 
minimum sub lease payment expected to be 
received, materials terms and conditions of lease 
s regards renewal, purchase option, escalation 

etc have not been 
 Leases. 

Details and consequence of non fulfilment of 
lease obligations has also not been disclosed. 

Note 4.3 
Annexure 

The Company is yet to compile complete details 
of freehold and lease hold lands as also buildings 
held by it and reconcile with books of account. 

Note 4.5 
 

are  transferred by Govt at free of cost ,the 
same has not been considered in the 
balance sheet under fixed assets,  but, this 
has been disclosed by way note under 4.5 
on  accounts for the year 2017

 This aspect will be looked in to as 
suggested by Auditors in the year 2018
19.

 
Note 4.3 

Annexure 2 
 

This will be looked in to and suitable 
disclosure will be made in the year 2018
19.

 The observation m
noted. The Corporation has got all the 
details of free hold and
Buildings and reconciliation with books of 
accounts is not yet done.

are  transferred by Govt at free of cost ,the 
same has not been considered in the 
balance sheet under fixed assets,  but, this 
has been disclosed by way note under 4.5 
on  accounts for the year 2017
This aspect will be looked in to as 
suggested by Auditors in the year 2018
19. 

This will be looked in to and suitable 
disclosure will be made in the year 2018
19. 

The observation m
noted. The Corporation has got all the 
details of free hold and
Buildings and reconciliation with books of 
accounts is not yet done.

are  transferred by Govt at free of cost ,the 
same has not been considered in the 
balance sheet under fixed assets,  but, this 
has been disclosed by way note under 4.5 
on  accounts for the year 2017-18. 
This aspect will be looked in to as 
suggested by Auditors in the year 2018

This will be looked in to and suitable 
disclosure will be made in the year 2018

The observation made by the Auditors is 
noted. The Corporation has got all the 
details of free hold and lease hold land and 
Buildings and reconciliation with books of 
accounts is not yet done. 

 
are  transferred by Govt at free of cost ,the 
same has not been considered in the 
balance sheet under fixed assets,  but, this 
has been disclosed by way note under 4.5 

 
This aspect will be looked in to as 
suggested by Auditors in the year 2018-

This will be looked in to and suitable 
disclosure will be made in the year 2018-

ade by the Auditors is 
noted. The Corporation has got all the 

lease hold land and 
Buildings and reconciliation with books of 



 

4.3 

 

 

4.4 

a) Building Leasehold (with carrying amount Rs. 
71.59 lakh) is on land take
and is being depreciated over the lease period as 
per Company’s Accounting Policy 3.4(a).

b) Cost/carrying amount of buildings on leasehold 
land, depreciated at prescribe
ascertained and disclosed.

c) Cost of Land and Building include Rs. 13.45 
lakh and Rs. 21.45 lakh respectively being 
godown complex transferred by State 
Government during 1992
execution of sale deed in favour of the company 
not execu
with certain formalities

a) Cost of assets charged off to Income and 
Expenditure Account (included in Office and 
godown expenses) include (to the extent 
ascertainable
of Chairman, Vice Chairman and Managing 
Director (during 2016
lakh) and for use of other officials during the 
year (Rs. 0.55 lakh).

Building Leasehold (with carrying amount Rs. 
71.59 lakh) is on land take
and is being depreciated over the lease period as 
per Company’s Accounting Policy 3.4(a).
Cost/carrying amount of buildings on leasehold 
land, depreciated at prescribe
ascertained and disclosed.

Cost of Land and Building include Rs. 13.45 
lakh and Rs. 21.45 lakh respectively being 
godown complex transferred by State 
Government during 1992-
execution of sale deed in favour of the company 
not executed, stated to be pending compliance 
with certain formalities 
Cost of assets charged off to Income and 
Expenditure Account (included in Office and 
godown expenses) include (to the extent 
ascertainable) mobile phones purchased for use 
of Chairman, Vice Chairman and Managing 
Director (during 2016-17 aggregating Rs. 2.32 
lakh) and for use of other officials during the 
year (Rs. 0.55 lakh). 

Building Leasehold (with carrying amount Rs. 
71.59 lakh) is on land taken on operating lease 
and is being depreciated over the lease period as 
per Company’s Accounting Policy 3.4(a).
Cost/carrying amount of buildings on leasehold 
land, depreciated at prescribed rate has not been 
ascertained and disclosed. 

Cost of Land and Building include Rs. 13.45 
lakh and Rs. 21.45 lakh respectively being 
godown complex transferred by State 

-93 in respect of which 
execution of sale deed in favour of the company 

ted, stated to be pending compliance 

Cost of assets charged off to Income and 
Expenditure Account (included in Office and 
godown expenses) include (to the extent 

) mobile phones purchased for use 
of Chairman, Vice Chairman and Managing 

17 aggregating Rs. 2.32 
lakh) and for use of other officials during the 
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Building Leasehold (with carrying amount Rs. 
n on operating lease 

and is being depreciated over the lease period as 
per Company’s Accounting Policy 3.4(a). 

Note 3.4 (a)

Cost/carrying amount of buildings on leasehold 
d rate has not been 

Cost of Land and Building include Rs. 13.45 
lakh and Rs. 21.45 lakh respectively being 
godown complex transferred by State 

93 in respect of which 
execution of sale deed in favour of the company 

ted, stated to be pending compliance 

Cost of assets charged off to Income and 
Expenditure Account (included in Office and 
godown expenses) include (to the extent 

) mobile phones purchased for use 
of Chairman, Vice Chairman and Managing 

17 aggregating Rs. 2.32 
lakh) and for use of other officials during the 

 
Note 3.4 (a) 

 
The observation made by
noted

 As observed by Auditors, it is submitted 
that the depreciation has been charging 
over a period of Lease in respect of Head
office building   constructed on lease hold 
land. However, this aspect will be 
disclo

 The observation made by the auditors is 
noted.

 It is informed here that the mobile phones 
purchased and issued t
Vice Chairman for official purpose during 
2016
Corporation,  after they  left  the 
Corporation.
Regarding the Mobile phones issued to 
other officials for office use during 2017

The observation made by
noted 

As observed by Auditors, it is submitted 
that the depreciation has been charging 
over a period of Lease in respect of Head
ffice building   constructed on lease hold 

land. However, this aspect will be 
disclosed in the year 2018
The observation made by the auditors is 
noted. 

It is informed here that the mobile phones 
purchased and issued t
Vice Chairman for official purpose during 
2016-17 have been returned back to the 
Corporation,  after they  left  the 
Corporation. 
Regarding the Mobile phones issued to 
other officials for office use during 2017

 
The observation made by the  Auditors is 

As observed by Auditors, it is submitted 
that the depreciation has been charging 
over a period of Lease in respect of Head
ffice building   constructed on lease hold 

land. However, this aspect will be 
sed in the year 2018-19. 

The observation made by the auditors is 

It is informed here that the mobile phones 
purchased and issued to Chairman and 
Vice Chairman for official purpose during 

17 have been returned back to the 
Corporation,  after they  left  the 

Regarding the Mobile phones issued to 
other officials for office use during 2017

 

the  Auditors is 

As observed by Auditors, it is submitted 
that the depreciation has been charging 
over a period of Lease in respect of Head 
ffice building   constructed on lease hold 

land. However, this aspect will be 

The observation made by the auditors is 

It is informed here that the mobile phones 
o Chairman and 

Vice Chairman for official purpose during 
17 have been returned back to the 

Corporation,  after they  left  the 

Regarding the Mobile phones issued to 
other officials for office use during 2017-



 

 

 

4.5 Book value of discarded assets (like unused vehicles, 
computers and electronics equipments,
ascertained, adjusted and disclosed sep
Current Assets held for sale). Sale proceeds of such 
assets are treated as income (to the extent ascertained, 
included in Profit on sale of assets 
Miscellaneous Receipts 

4.6 

 

b) Fixed assets include assets, stated to have been 
held at Department of Food & Civil 
Supplies/Minister’s Office (to the extent 
ascertained Rs. 1.80 lakh during 2016

c) List of assets held as stated in sub para (a) & (b) 
above and by third parties (like POS Tab) with 
necessary confirmation of holding as
31.03.2018 have not been obtained/furnished.

Book value of discarded assets (like unused vehicles, 
computers and electronics equipments,
ascertained, adjusted and disclosed sep
Current Assets held for sale). Sale proceeds of such 
assets are treated as income (to the extent ascertained, 
included in Profit on sale of assets 
Miscellaneous Receipts 
a) Refer our observation in paragraph 14.1 (c) (i) 

regarding adjustments required to be made in 
respect of capitalisation of Computers (out of 
Grant receipt) made during    2016

b) Certain errors in 
calculation were noticed, whereby addition is 
higher by Rs. 1.35 lakh and depreciation for the 

Fixed assets include assets, stated to have been 
held at Department of Food & Civil 
Supplies/Minister’s Office (to the extent 
ascertained Rs. 1.80 lakh during 2016

List of assets held as stated in sub para (a) & (b) 
above and by third parties (like POS Tab) with 
necessary confirmation of holding as
31.03.2018 have not been obtained/furnished.

Book value of discarded assets (like unused vehicles, 
computers and electronics equipments,
ascertained, adjusted and disclosed sep
Current Assets held for sale). Sale proceeds of such 
assets are treated as income (to the extent ascertained, 
included in Profit on sale of assets 
Miscellaneous Receipts – 0.15 lakh).

fer our observation in paragraph 14.1 (c) (i) 
regarding adjustments required to be made in 
respect of capitalisation of Computers (out of 
Grant receipt) made during    2016
Certain errors in capitalisation and depreciation 
calculation were noticed, whereby addition is 
higher by Rs. 1.35 lakh and depreciation for the 

Fixed assets include assets, stated to have been 
held at Department of Food & Civil 
Supplies/Minister’s Office (to the extent 
ascertained Rs. 1.80 lakh during 2016-17.

List of assets held as stated in sub para (a) & (b) 
above and by third parties (like POS Tab) with 
necessary confirmation of holding as
31.03.2018 have not been obtained/furnished.

Book value of discarded assets (like unused vehicles, 
computers and electronics equipments, etc) have not 
ascertained, adjusted and disclosed separately (as Non 
Current Assets held for sale). Sale proceeds of such 
assets are treated as income (to the extent ascertained, 
included in Profit on sale of assets – Rs. 0.63 lakh and 

0.15 lakh). 
fer our observation in paragraph 14.1 (c) (i) 

regarding adjustments required to be made in 
respect of capitalisation of Computers (out of 
Grant receipt) made during    2016-17. 

capitalisation and depreciation 
calculation were noticed, whereby addition is 
higher by Rs. 1.35 lakh and depreciation for the 
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Fixed assets include assets, stated to have been 
held at Department of Food & Civil 
Supplies/Minister’s Office (to the extent 

17. 

List of assets held as stated in sub para (a) & (b) 
above and by third parties (like POS Tab) with 
necessary confirmation of holding as on 
31.03.2018 have not been obtained/furnished. 

Note 22

Book value of discarded assets (like unused vehicles, 
etc) have not 

arately (as Non 
Current Assets held for sale). Sale proceeds of such 
assets are treated as income (to the extent ascertained, 

Rs. 0.63 lakh and 

fer our observation in paragraph 14.1 (c) (i) 
regarding adjustments required to be made in 
respect of capitalisation of Computers (out of 

capitalisation and depreciation 
calculation were noticed, whereby addition is 
higher by Rs. 1.35 lakh and depreciation for the 

18 will be returned back while
the Corporation.

 It is informed here that the assets issued 
during 201
Minister, Food and Civil Supplies 
Department have been returned back to the 
Corporation.

 
 

Note 22 The observation is noted for future 
guidance

 The observation is noted

 Same reply given to observation in 
paragraph 14.1 (c).

 The observation is noted

18 will be returned back while
the Corporation. 
It is informed here that the assets issued 
during 2016-17 held at office of the 
Minister, Food and Civil Supplies 
Department have been returned back to the 
Corporation. 

The observation is noted for future 
guidance 
The observation is noted

Same reply given to observation in 
paragraph 14.1 (c).

The observation is noted

18 will be returned back while they leave 

It is informed here that the assets issued 
17 held at office of the 

Minister, Food and Civil Supplies 
Department have been returned back to the 

 
 

The observation is noted for future 

The observation is noted 

Same reply given to observation in 
paragraph 14.1 (c). 

The observation is noted 

 
they leave 

It is informed here that the assets issued 
17 held at office of the 

Minister, Food and Civil Supplies 
Department have been returned back to the 

The observation is noted for future 

Same reply given to observation in 



 

5. Capita
Attention is drawn to Note 3.5 (d) on Accounts that 
Capital work
represents preconstruction expenses and cost of assets 
put to use. The balance found to represent amount 
incurred 
construction/plan approval etc relating to construction 
of godown, office complex, in respect of which either 
Board has not approved or the Company is yet to seek 
administrative approval of the Government an
includes Rs. 42.44 lakh outstanding for more than 
three years. Therefore, in our opinion entire 
expenditure needs
come into existence and no future economic benefit 
would flow to the Company. Consequently,  loss for 
the 

year is lower by Rs. 0.84 lakh. We are informed 
the same would be corrected during 2018
 

Capital Work-in
Attention is drawn to Note 3.5 (d) on Accounts that 
Capital work-in-
represents preconstruction expenses and cost of assets 
put to use. The balance found to represent amount 
incurred towards fee to/for architect feasibility report, 
construction/plan approval etc relating to construction 
of godown, office complex, in respect of which either 
Board has not approved or the Company is yet to seek 
administrative approval of the Government an
includes Rs. 42.44 lakh outstanding for more than 
three years. Therefore, in our opinion entire 
expenditure needs
come into existence and no future economic benefit 
would flow to the Company. Consequently,  loss for 
the year is overstated by Rs. 52.31 lakh

year is lower by Rs. 0.84 lakh. We are informed 
the same would be corrected during 2018

in-progress Rs. 52.31 lakh:
Attention is drawn to Note 3.5 (d) on Accounts that 

-progress - building under construction 
represents preconstruction expenses and cost of assets 
put to use. The balance found to represent amount 

towards fee to/for architect feasibility report, 
construction/plan approval etc relating to construction 
of godown, office complex, in respect of which either 
Board has not approved or the Company is yet to seek 
administrative approval of the Government an
includes Rs. 42.44 lakh outstanding for more than 
three years. Therefore, in our opinion entire 
expenditure needs to be written off as no asset has 
come into existence and no future economic benefit 
would flow to the Company. Consequently,  loss for 

year is overstated by Rs. 52.31 lakh

year is lower by Rs. 0.84 lakh. We are informed 
the same would be corrected during 2018-

progress Rs. 52.31 lakh: 
Attention is drawn to Note 3.5 (d) on Accounts that 

building under construction 
represents preconstruction expenses and cost of assets 
put to use. The balance found to represent amount 

towards fee to/for architect feasibility report, 
construction/plan approval etc relating to construction 
of godown, office complex, in respect of which either 
Board has not approved or the Company is yet to seek 
administrative approval of the Government an
includes Rs. 42.44 lakh outstanding for more than 
three years. Therefore, in our opinion entire 

to be written off as no asset has 
come into existence and no future economic benefit 
would flow to the Company. Consequently,  loss for 

year is overstated by Rs. 52.31 lakh. 
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year is lower by Rs. 0.84 lakh. We are informed 
-19. 

Attention is drawn to Note 3.5 (d) on Accounts that 
building under construction 

represents preconstruction expenses and cost of assets 
put to use. The balance found to represent amount 

towards fee to/for architect feasibility report, 
construction/plan approval etc relating to construction 
of godown, office complex, in respect of which either 
Board has not approved or the Company is yet to seek 
administrative approval of the Government and 
includes Rs. 42.44 lakh outstanding for more than 
three years. Therefore, in our opinion entire 

to be written off as no asset has 
come into existence and no future economic benefit 
would flow to the Company. Consequently,  loss for 

Note 3.5 (d)

 
 
 
 

Note 3.5 (d) 
 

As observed by Auditors, regarding 
construction of scientific
Mega Office Complex at Yashwanthpur, 
as per the Board decision , the work of 
preparing Feasibility Study Report  was 
entrusted 
Development Corporation Karnataka 
Limited) on 31.10.2017. Accordingly, the 
Financial Feasibility Report was submitted 
by IDECK on 01.02.2018. This detailed 
report was placed before 293
Meeting held on 03.07.2018
During the Board Meeting, the Senior 
Manager and  Manager who represented 
IDECK  made detailed presentation on the 
Financial Feasibility Report  submitted for 
construction of godown cum Mega 
Complex at Yashwanthpur. After detailed 
discussions held on t
related matters, the Board authorised the 
Managing Director to take suitable actions 
and all the decisions taken in the Board 

As observed by Auditors, regarding 
construction of scientific
Mega Office Complex at Yashwanthpur, 
as per the Board decision , the work of 
preparing Feasibility Study Report  was 
entrusted to IDECK (Infrastructure 
Development Corporation Karnataka 
Limited) on 31.10.2017. Accordingly, the 
Financial Feasibility Report was submitted 
by IDECK on 01.02.2018. This detailed 
report was placed before 293
Meeting held on 03.07.2018
During the Board Meeting, the Senior 
Manager and  Manager who represented 
IDECK  made detailed presentation on the 
Financial Feasibility Report  submitted for 
construction of godown cum Mega 
Complex at Yashwanthpur. After detailed 
discussions held on t
related matters, the Board authorised the 
Managing Director to take suitable actions 
and all the decisions taken in the Board 

As observed by Auditors, regarding 
construction of scientific godown cum 
Mega Office Complex at Yashwanthpur, 
as per the Board decision , the work of 
preparing Feasibility Study Report  was 

to IDECK (Infrastructure 
Development Corporation Karnataka 
Limited) on 31.10.2017. Accordingly, the 
Financial Feasibility Report was submitted 
by IDECK on 01.02.2018. This detailed 
report was placed before 293rd

Meeting held on 03.07.2018 for  approv
During the Board Meeting, the Senior 
Manager and  Manager who represented 
IDECK  made detailed presentation on the 
Financial Feasibility Report  submitted for 
construction of godown cum Mega 
Complex at Yashwanthpur. After detailed 
discussions held on the presentation and 
related matters, the Board authorised the 
Managing Director to take suitable actions 
and all the decisions taken in the Board 

 

As observed by Auditors, regarding 
godown cum 

Mega Office Complex at Yashwanthpur, 
as per the Board decision , the work of 
preparing Feasibility Study Report  was 

to IDECK (Infrastructure 
Development Corporation Karnataka 
Limited) on 31.10.2017. Accordingly, the 
Financial Feasibility Report was submitted 
by IDECK on 01.02.2018. This detailed 

rd Board 
for  approval. 

During the Board Meeting, the Senior 
Manager and  Manager who represented 
IDECK  made detailed presentation on the 
Financial Feasibility Report  submitted for 
construction of godown cum Mega 
Complex at Yashwanthpur. After detailed 

he presentation and 
related matters, the Board authorised the 
Managing Director to take suitable actions 
and all the decisions taken in the Board 



 

6. Financial Assets 
Bank deposits with more than 12 months maturity of 
Rs. 8
III of the Act 
 

7. Note  6 Oth
lakh

7.1 

 b)

7.2 Receivable from GOI/FCI relating to MSP
 a)

Financial Assets 
Bank deposits with more than 12 months maturity of 
Rs. 8.03 lakh has not been disclosed as per Schedule 
III of the Act – Refer Paragraph 9.2 (a) hereunder
 
Note  6 Other Non Current Assets  Rs. 91937.31 
lakh 
a) The balance represents balance in certain 

accounts classified as current assets upto 
financial year ended 31.03.2016 now reclassified 
as long term/noncurrent.

b) Nature of Other Advances has not been specified 
as per Note in part 1 Division II of Schedule III 
of the Act.

Receivable from GOI/FCI relating to MSP
a) i) The advances written back as per Note 2.1 

Financial Assets – Others  
Bank deposits with more than 12 months maturity of 

.03 lakh has not been disclosed as per Schedule 
Refer Paragraph 9.2 (a) hereunder

er Non Current Assets  Rs. 91937.31 

The balance represents balance in certain 
accounts classified as current assets upto 
financial year ended 31.03.2016 now reclassified 
as long term/noncurrent. 

re of Other Advances has not been specified 
as per Note in part 1 Division II of Schedule III 
of the Act. 

Receivable from GOI/FCI relating to MSP
The advances written back as per Note 2.1 

Bank deposits with more than 12 months maturity of 
.03 lakh has not been disclosed as per Schedule 

Refer Paragraph 9.2 (a) hereunder

er Non Current Assets  Rs. 91937.31 

The balance represents balance in certain 
accounts classified as current assets upto 
financial year ended 31.03.2016 now reclassified 

re of Other Advances has not been specified 
as per Note in part 1 Division II of Schedule III 

Receivable from GOI/FCI relating to MSP 
The advances written back as per Note 2.1 
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Bank deposits with more than 12 months maturity of 
.03 lakh has not been disclosed as per Schedule 

Refer Paragraph 9.2 (a) hereunder 
Note

er Non Current Assets  Rs. 91937.31 
 

Note 6The balance represents balance in certain 
accounts classified as current assets upto 
financial year ended 31.03.2016 now reclassified 

re of Other Advances has not been specified 
as per Note in part 1 Division II of Schedule III 

 

 
The advances written back as per Note 2.1 

subject to applicable procedures and 
approval of the Government of Karnataka.
  In view of the above, the pre 
construction expenses incurred for 
construction of this project and grouped 
under capital work in progress is not 
required to be written off from the books 
at present.

 
 

Note- 9 

 
The observation made by the Auditor is 
noted. This will be looked in to and 
suitable disclosure will be made in the 
year 2018

 

Note 6 
 

The observation is noted

The observation is noted.

 
 The credit balance of Rs. 335.79 Lakhs

subject to applicable procedures and 
approval of the Government of Karnataka.
In view of the above, the pre 

construction expenses incurred for 
construction of this project and grouped 
under capital work in progress is not 
required to be written off from the books 
at present. 

The observation made by the Auditor is 
noted. This will be looked in to and 
suitable disclosure will be made in the 
year 2018-19. 

The observation is noted

The observation is noted.

The credit balance of Rs. 335.79 Lakhs

subject to applicable procedures and 
approval of the Government of Karnataka.
In view of the above, the pre 

construction expenses incurred for 
construction of this project and grouped 
under capital work in progress is not 
required to be written off from the books 

The observation made by the Auditor is 
noted. This will be looked in to and 
suitable disclosure will be made in the 

 
 

The observation is noted 

The observation is noted. 

The credit balance of Rs. 335.79 Lakhs

 
subject to applicable procedures and 
approval of the Government of Karnataka. 
In view of the above, the pre -

construction expenses incurred for 
construction of this project and grouped 
under capital work in progress is not 
required to be written off from the books 

The observation made by the Auditor is 
noted. This will be looked in to and 
suitable disclosure will be made in the 

The credit balance of Rs. 335.79 Lakhs 



 

  

(viii) includes credit bal
lakh relating to MSPO 2000
in respect of which final settlement has 
been made. In our opinion, pending 
ascertainment of reason for excess release, 
the credit balance should have been 
retained and classified as Current 
Liabi

 ii) GOI has on 29.05.2017 proposed recovery 
of excess release of Rs. 175.61 lakh 
relating to MSPO 2004
intimated vide Department’s letter dated 
04.11.2006]
released for 2015
of Karnataka. As the book balance net of 
provision is Nil, in our opinion provision 
should have been made for Rs. 175.61 
lakh.

(viii) includes credit bal
lakh relating to MSPO 2000
in respect of which final settlement has 
been made. In our opinion, pending 
ascertainment of reason for excess release, 
the credit balance should have been 
retained and classified as Current 
Liabilities. 

GOI has on 29.05.2017 proposed recovery 
of excess release of Rs. 175.61 lakh 
relating to MSPO 2004
intimated vide Department’s letter dated 
04.11.2006], from the amount to be 
released for 2015-16 under NFSA to Govt. 
of Karnataka. As the book balance net of 
provision is Nil, in our opinion provision 
should have been made for Rs. 175.61 
lakh. 

(viii) includes credit balance of Rs. 335.79 
lakh relating to MSPO 2000-01 to 2004
in respect of which final settlement has 
been made. In our opinion, pending 
ascertainment of reason for excess release, 
the credit balance should have been 
retained and classified as Current 

GOI has on 29.05.2017 proposed recovery 
of excess release of Rs. 175.61 lakh 
relating to MSPO 2004-05 (paddy) [as 
intimated vide Department’s letter dated 

, from the amount to be 
16 under NFSA to Govt. 

of Karnataka. As the book balance net of 
provision is Nil, in our opinion provision 
should have been made for Rs. 175.61 
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ance of Rs. 335.79 
01 to 2004-05 

in respect of which final settlement has 
been made. In our opinion, pending 
ascertainment of reason for excess release, 
the credit balance should have been 
retained and classified as Current 

Note 2.1 (Viii)
 

GOI has on 29.05.2017 proposed recovery 
of excess release of Rs. 175.61 lakh 

05 (paddy) [as 
intimated vide Department’s letter dated 

, from the amount to be 
16 under NFSA to Govt. 

of Karnataka. As the book balance net of 
provision is Nil, in our opinion provision 
should have been made for Rs. 175.61 

 

 
Note 2.1 (Viii) 

included in receivables represents the 
amount received as per the actual final 
claims and over & above the claims as per 
books. The final claims relating to MSPO 
2000
GOI.  As such the receipt Rs. 335.79 
Lakhs included as credit balance in 
receivables from GOI/FCI 
is no more longer 
in the accounts. Hence, it has been 
considered as earlier income and written 
back
against the opening retained
the Corporation.
Since, the GOI has proposed recovery of 
excess release of Rs. 1
relating to MSPO 2004
the amount to be released for 2015
provision has not been made in the books 
as the claims are still pending with 
Government  for settlement.

included in receivables represents the 
amount received as per the actual final 
claims and over & above the claims as per 
books. The final claims relating to MSPO 
2000-01 to 2004-05  has been
GOI.  As such the receipt Rs. 335.79 
Lakhs included as credit balance in 
receivables from GOI/FCI 

no more longer required to be continued 
in the accounts. Hence, it has been 
considered as earlier income and written 
back in 2017-18, adjusted in accounts 
against the opening retained
the Corporation. 
Since, the GOI has proposed recovery of 
excess release of Rs. 1
relating to MSPO 2004
the amount to be released for 2015
provision has not been made in the books 
as the claims are still pending with 
Government  for settlement.

included in receivables represents the 
amount received as per the actual final 
claims and over & above the claims as per 
books. The final claims relating to MSPO 

05  has been settled by 
GOI.  As such the receipt Rs. 335.79 
Lakhs included as credit balance in 
receivables from GOI/FCI –MSP 

required to be continued 
in the accounts. Hence, it has been 
considered as earlier income and written 

18, adjusted in accounts 
against the opening retained earnings of 

Since, the GOI has proposed recovery of 
excess release of Rs. 175.61 Lakhs 
relating to MSPO 2004-05 (Paddy) from 
the amount to be released for 2015
provision has not been made in the books 
as the claims are still pending with 
Government  for settlement. 

 
included in receivables represents the 
amount received as per the actual final 
claims and over & above the claims as per 
books. The final claims relating to MSPO 

settled by 
GOI.  As such the receipt Rs. 335.79 
Lakhs included as credit balance in 

 account 
required to be continued 

in the accounts. Hence, it has been 
considered as earlier income and written 

18, adjusted in accounts 
earnings of 

Since, the GOI has proposed recovery of 
75.61 Lakhs 

05 (Paddy) from 
the amount to be released for 2015-16, the 
provision has not been made in the books 
as the claims are still pending with 



 

 b)

 c)

  

b) Balance advance relating MSP 2010
District Offices of Rs. 139.48 lakh has been 
erroneously transferred during the year to 
Advance MSP 2015
under also.

c) i) The Company has preferred final claim in 
respect of MSPO 2011
based on CA certificate, as per which 
balance receivable (other than Ragi)  
amount to Rs. 24,009.64 lakh (excluding 
interest on Revolving fund) as against 
book balance of Rs. 24,87
Hence, in our opinion, the difference of 
Rs. 867.00 lakh needs to be provided for.

 ii) The Company is found to have preferred 
claim relating to MSPO 2011
16 based on quantity procured instead of 
quantity released/issued as per claims 
being admitted by F
resulted in excess claim of Rs. 732.26 lakh 
which in our opinion (based on final 
settlement of earlier years) is not 
admissible and in our opinion needs to be 
provided for.

Balance advance relating MSP 2010
t Offices of Rs. 139.48 lakh has been 

erroneously transferred during the year to 
Advance MSP 2015-16 – 
under also. 

The Company has preferred final claim in 
respect of MSPO 2011
based on CA certificate, as per which 
balance receivable (other than Ragi)  
amount to Rs. 24,009.64 lakh (excluding 
interest on Revolving fund) as against 
book balance of Rs. 24,87
Hence, in our opinion, the difference of 
Rs. 867.00 lakh needs to be provided for.
The Company is found to have preferred 
claim relating to MSPO 2011
16 based on quantity procured instead of 
quantity released/issued as per claims 
being admitted by F
resulted in excess claim of Rs. 732.26 lakh 
which in our opinion (based on final 
settlement of earlier years) is not 
admissible and in our opinion needs to be 
provided for. 

Balance advance relating MSP 2010-11 Ragi in 
t Offices of Rs. 139.48 lakh has been 

erroneously transferred during the year to 
 Refer sub para (e) here 

The Company has preferred final claim in 
respect of MSPO 2011-12 to 2015
based on CA certificate, as per which 
balance receivable (other than Ragi)  
amount to Rs. 24,009.64 lakh (excluding 
interest on Revolving fund) as against 
book balance of Rs. 24,876.64 lakh. 
Hence, in our opinion, the difference of 
Rs. 867.00 lakh needs to be provided for.
The Company is found to have preferred 
claim relating to MSPO 2011-12 to 2015
16 based on quantity procured instead of 
quantity released/issued as per claims 
being admitted by FCI/GOI. This has 
resulted in excess claim of Rs. 732.26 lakh 
which in our opinion (based on final 
settlement of earlier years) is not 
admissible and in our opinion needs to be 
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11 Ragi in 
t Offices of Rs. 139.48 lakh has been 

erroneously transferred during the year to 
Refer sub para (e) here 

 

The Company has preferred final claim in 
12 to 2015-16 

based on CA certificate, as per which 
balance receivable (other than Ragi)  
amount to Rs. 24,009.64 lakh (excluding 
interest on Revolving fund) as against 

6.64 lakh. 
Hence, in our opinion, the difference of 
Rs. 867.00 lakh needs to be provided for. 

 

The Company is found to have preferred 
12 to 2015-

16 based on quantity procured instead of 
quantity released/issued as per claims 

CI/GOI. This has 
resulted in excess claim of Rs. 732.26 lakh 
which in our opinion (based on final 
settlement of earlier years) is not 
admissible and in our opinion needs to be 

 

It is submitted that as observed by 
Auditors there is n
advances 

As observed by Auditors, the provision 
has not been made for Rs. 867.00 Lakhs, 
since the final claims are still pending with 
GOI for settlement. Once the claims 
settled by GOI, necessary entries will be 
affected in the accounts.

It is submitted
claims are settled by GO
claim of Rs. 732.36 Lakhs as observed by 
Auditors would be withdrawn/ provided 
for in the books of accounts.

It is submitted that as observed by 
Auditors there is n
advances in the balance sheet

As observed by Auditors, the provision 
has not been made for Rs. 867.00 Lakhs, 
since the final claims are still pending with 
GOI for settlement. Once the claims 
settled by GOI, necessary entries will be 
affected in the accounts.

It is submitted here that once the final 
claims are settled by GO
claim of Rs. 732.36 Lakhs as observed by 
Auditors would be withdrawn/ provided 
for in the books of accounts.

It is submitted that as observed by 
Auditors there is no impact on the total 

in the balance sheet. 

As observed by Auditors, the provision 
has not been made for Rs. 867.00 Lakhs, 
since the final claims are still pending with 
GOI for settlement. Once the claims 
settled by GOI, necessary entries will be 
affected in the accounts. 

here that once the final 
claims are settled by GOI, the excess 
claim of Rs. 732.36 Lakhs as observed by 
Auditors would be withdrawn/ provided 
for in the books of accounts. 

 
It is submitted that as observed by 

o impact on the total 

As observed by Auditors, the provision 
has not been made for Rs. 867.00 Lakhs, 
since the final claims are still pending with 
GOI for settlement. Once the claims are 
settled by GOI, necessary entries will be 

here that once the final 
I, the excess 

claim of Rs. 732.36 Lakhs as observed by 
Auditors would be withdrawn/ provided 



 

  

 d)

  

 iii) During discussion in January 2016, 
regarding final claim of coarse grain for 
KMS 2010
been infor
administrative charges are recommended 
for a season KMS or RMS period 
considering all crops viz Wheat, 
paddy/CMR and coarse grains. Earlier, it 
was also informed that as administrative 
charges have been considered under claim 
CMR
administrative charges for ragi and maize 
have not been recommended. Pending 
final decision/settlement, consequential 
effect on Company’s claim for 
administrative charges for all crops instead 
of one crop cannot be ascertained at th
stage.

d) i) The Company is yet to prefer claim 
relating to MSPO 2014
book balance of Rs. 1,716.30 lakh, the 
consequential effect of which cannot be 
ascertainable at this stage

 ii) As informed to us that storage loss of 
paddy and ragi in excess of norms to be 

During discussion in January 2016, 
regarding final claim of coarse grain for 
KMS 2010-11, the State Government has 
been informed that as per principle, 
administrative charges are recommended 
for a season KMS or RMS period 
considering all crops viz Wheat, 
paddy/CMR and coarse grains. Earlier, it 
was also informed that as administrative 
charges have been considered under claim 
CMR KMS 2010
administrative charges for ragi and maize 
have not been recommended. Pending 
final decision/settlement, consequential 
effect on Company’s claim for 
administrative charges for all crops instead 
of one crop cannot be ascertained at th
stage. 
The Company is yet to prefer claim 
relating to MSPO 2014
book balance of Rs. 1,716.30 lakh, the 
consequential effect of which cannot be 
ascertainable at this stage
As informed to us that storage loss of 
paddy and ragi in excess of norms to be 

During discussion in January 2016, 
regarding final claim of coarse grain for 

11, the State Government has 
med that as per principle, 

administrative charges are recommended 
for a season KMS or RMS period 
considering all crops viz Wheat, 
paddy/CMR and coarse grains. Earlier, it 
was also informed that as administrative 
charges have been considered under claim 

KMS 2010-11, claim for 
administrative charges for ragi and maize 
have not been recommended. Pending 
final decision/settlement, consequential 
effect on Company’s claim for 
administrative charges for all crops instead 
of one crop cannot be ascertained at th

The Company is yet to prefer claim 
relating to MSPO 2014-15 Paddy/rice with 
book balance of Rs. 1,716.30 lakh, the 
consequential effect of which cannot be 
ascertainable at this stage. 
As informed to us that storage loss of 
paddy and ragi in excess of norms to be 
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During discussion in January 2016, 
regarding final claim of coarse grain for 

11, the State Government has 
med that as per principle, 

administrative charges are recommended 
for a season KMS or RMS period 
considering all crops viz Wheat, 
paddy/CMR and coarse grains. Earlier, it 
was also informed that as administrative 
charges have been considered under claim 

11, claim for 
administrative charges for ragi and maize 
have not been recommended. Pending 
final decision/settlement, consequential 
effect on Company’s claim for 
administrative charges for all crops instead 
of one crop cannot be ascertained at this 

 

The Company is yet to prefer claim 
15 Paddy/rice with 

book balance of Rs. 1,716.30 lakh, the 
consequential effect of which cannot be 

 

As informed to us that storage loss of 
paddy and ragi in excess of norms to be 

 

The observation made
noted.

The 
noted.

The observation made by the auditors is 
noted.

The observation made
noted.  

The observation made by the auditors is 
noted. 

The observation made by the auditors is 
noted. 

The observation made by the auditors is 

observation made by the auditors is 

The observation made by the auditors is 

 
by the auditors is 

observation made by the auditors is 

The observation made by the auditors is 



 

 e)

recovered as per direction of Board of 
Directors has been accounted for (as 
claims 
extent of R
which recovery has been initiated (refer 
paragraph 7.8 hereunder also)

e) Inrespect of MSP Ragi for the years 2009
2015-16, balance receivable based on CA 
Certificate (net 
amounts to   Rs. 44,500.56 lakh as against book 
balance of Rs. 43,118.08 lakh. As CA Certificate 
is based on book records of the Company, claim 
in excess of book balance of Rs. 1,382.47 lakh 
implies either improper accounting
expenditure or unprovided expenditure. 
However, we are informed that inrespect of MSP 
2014-15, amount received from PDS sales had 
been accounted in earlier year at Rs
per Government of Karnataka’s GO
24.06.2015) as against Rs
letter dated 24.11.2015) and while accounting 
Receivables, CIP had been taken as Rs. 2,152.08 
lakhs as against Rs. 1,085.51 lakh. Pending 
proper verification and reconciliation, 
consequential effect not ascertained.

recovered as per direction of Board of 
Directors has been accounted for (as 
claims - stock shortages) except to the 
extent of Rs. 12.58 lakh, inrespect of 
which recovery has been initiated (refer 
paragraph 7.8 hereunder also)

Inrespect of MSP Ragi for the years 2009
16, balance receivable based on CA 

Certificate (net of interest on Revolving fund) 
amounts to   Rs. 44,500.56 lakh as against book 
balance of Rs. 43,118.08 lakh. As CA Certificate 
is based on book records of the Company, claim 
in excess of book balance of Rs. 1,382.47 lakh 
implies either improper accounting
expenditure or unprovided expenditure. 
However, we are informed that inrespect of MSP 

15, amount received from PDS sales had 
accounted in earlier year at Rs

per Government of Karnataka’s GO
24.06.2015) as against Rs
letter dated 24.11.2015) and while accounting 
Receivables, CIP had been taken as Rs. 2,152.08 
lakhs as against Rs. 1,085.51 lakh. Pending 
proper verification and reconciliation, 
consequential effect not ascertained.

recovered as per direction of Board of 
Directors has been accounted for (as 

stock shortages) except to the 
s. 12.58 lakh, inrespect of 

which recovery has been initiated (refer 
paragraph 7.8 hereunder also) 

Inrespect of MSP Ragi for the years 2009
16, balance receivable based on CA 

of interest on Revolving fund) 
amounts to   Rs. 44,500.56 lakh as against book 
balance of Rs. 43,118.08 lakh. As CA Certificate 
is based on book records of the Company, claim 
in excess of book balance of Rs. 1,382.47 lakh 
implies either improper accounting
expenditure or unprovided expenditure. 
However, we are informed that inrespect of MSP 

15, amount received from PDS sales had 
accounted in earlier year at Rs. 1 per kg (as 

per Government of Karnataka’s GO
24.06.2015) as against Rs. 2 per kg (as per GOI 
letter dated 24.11.2015) and while accounting 
Receivables, CIP had been taken as Rs. 2,152.08 
lakhs as against Rs. 1,085.51 lakh. Pending 
proper verification and reconciliation, 
consequential effect not ascertained. 
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recovered as per direction of Board of 
Directors has been accounted for (as 

stock shortages) except to the 
s. 12.58 lakh, inrespect of 

which recovery has been initiated (refer 

Inrespect of MSP Ragi for the years 2009-10 to 
16, balance receivable based on CA 

of interest on Revolving fund) 
amounts to   Rs. 44,500.56 lakh as against book 
balance of Rs. 43,118.08 lakh. As CA Certificate 
is based on book records of the Company, claim 
in excess of book balance of Rs. 1,382.47 lakh 
implies either improper accounting of 
expenditure or unprovided expenditure. 
However, we are informed that inrespect of MSP 

15, amount received from PDS sales had 
. 1 per kg (as 

per Government of Karnataka’s GO dated 
kg (as per GOI 

letter dated 24.11.2015) and while accounting 
Receivables, CIP had been taken as Rs. 2,152.08 
lakhs as against Rs. 1,085.51 lakh. Pending 
proper verification and reconciliation, 

 As observed by Auditor,
looked in to in the year 2018
reconciled and appropriate 
entries

As observed by Auditor,
looked in to in the year 2018
reconciled and appropriate 
entries will be made in the books.

As observed by Auditor, this will be 
looked in to in the year 2018
reconciled and appropriate adjustment 

will be made in the books. 

 

this will be 
looked in to in the year 2018-19 and 

adjustment 
 



 

 f)

 g)

7.3 Receivable from GOI 
lakh:
The balance relates to the period 2010
stated to have been accounted based on provisional 
costing sheet except, inrespect 
handling charges and interest charges, which were 
accounted on actual. However, copy of relevant 
Government order has not been furnished to us. 
Further, it is observed that the balance includes Rs. 
10,318.28 lakh relating to 2012
no amount has been received. As informed to us, the 
Company has not preferred final claim for the year 

f) One of the District Offices has reversed excess 
liability of Rs. 35.04 lakh provided in earlier 
years (by debit to Receivables)
charges payable relating to MSP 2014
2015-16 to Excess/short provision a/c (which has 
been adjusted against Retained Earnings) instead 
of crediting/reducing Receivables. Hence, 
Advances is overstated by the like amount.

g) Hence, pending proper 
verification/reconciliation consequential effect 
of above matters not ascertainable except to the 
extent of Rs. 1,774.37 lakh as per sub para (a) 
(ii), (c) (i) 

Receivable from GOI 
lakh: 
The balance relates to the period 2010
stated to have been accounted based on provisional 
costing sheet except, inrespect 
handling charges and interest charges, which were 
accounted on actual. However, copy of relevant 
Government order has not been furnished to us. 
Further, it is observed that the balance includes Rs. 
10,318.28 lakh relating to 2012
no amount has been received. As informed to us, the 
Company has not preferred final claim for the year 

One of the District Offices has reversed excess 
liability of Rs. 35.04 lakh provided in earlier 
years (by debit to Receivables)
charges payable relating to MSP 2014

16 to Excess/short provision a/c (which has 
been adjusted against Retained Earnings) instead 
of crediting/reducing Receivables. Hence, 
Advances is overstated by the like amount.
Hence, pending proper 
verification/reconciliation consequential effect 
of above matters not ascertainable except to the 
extent of Rs. 1,774.37 lakh as per sub para (a) 
(ii), (c) (i) and  (c) (ii). 

Receivable from GOI – Levy rice Rs. 14,807.03 

The balance relates to the period 2010
stated to have been accounted based on provisional 
costing sheet except, inrespect 
handling charges and interest charges, which were 
accounted on actual. However, copy of relevant 
Government order has not been furnished to us. 
Further, it is observed that the balance includes Rs. 
10,318.28 lakh relating to 2012
no amount has been received. As informed to us, the 
Company has not preferred final claim for the year 

One of the District Offices has reversed excess 
liability of Rs. 35.04 lakh provided in earlier 
years (by debit to Receivables) for storage 
charges payable relating to MSP 2014

16 to Excess/short provision a/c (which has 
been adjusted against Retained Earnings) instead 
of crediting/reducing Receivables. Hence, 
Advances is overstated by the like amount.
Hence, pending proper 
verification/reconciliation consequential effect 
of above matters not ascertainable except to the 
extent of Rs. 1,774.37 lakh as per sub para (a) 

Levy rice Rs. 14,807.03 

The balance relates to the period 2010-11 to 2012
stated to have been accounted based on provisional 
costing sheet except, inrespect of storage charges, 
handling charges and interest charges, which were 
accounted on actual. However, copy of relevant 
Government order has not been furnished to us. 
Further, it is observed that the balance includes Rs. 
10,318.28 lakh relating to 2012-13 in respect of which 
no amount has been received. As informed to us, the 
Company has not preferred final claim for the year 

90 

One of the District Offices has reversed excess 
liability of Rs. 35.04 lakh provided in earlier 

for storage 
charges payable relating to MSP 2014-15 & 

16 to Excess/short provision a/c (which has 
been adjusted against Retained Earnings) instead 
of crediting/reducing Receivables. Hence, 
Advances is overstated by the like amount. 

 

Hence, pending proper 
verification/reconciliation consequential effect 
of above matters not ascertainable except to the 
extent of Rs. 1,774.37 lakh as per sub para (a) 

 

Levy rice Rs. 14,807.03 

11 to 2012-13 
stated to have been accounted based on provisional 

of storage charges, 
handling charges and interest charges, which were 
accounted on actual. However, copy of relevant 
Government order has not been furnished to us. 
Further, it is observed that the balance includes Rs. 

respect of which 
no amount has been received. As informed to us, the 
Company has not preferred final claim for the year 

 

The observation m
noted. This will be rectified during 2018
19.

The observation made by the auditors is 
noted.

 
 
The observation made by the auditors is 
factual and noted.

The observation m
noted. This will be rectified during 2018
19. 

The observation made by the auditors is 
noted. 

The observation made by the auditors is 
factual and noted. 

The observation made by the auditors is 
noted. This will be rectified during 2018

The observation made by the auditors is 

The observation made by the auditors is 
 

 
ade by the auditors is 

noted. This will be rectified during 2018-

The observation made by the auditors is 

The observation made by the auditors is 



 

2010
certificate, and has not preferred even provisional 
claim for 2012
guidelines from the Government as to mode of 
claiming reimbursement.
In view of the above, extent of realisability of the 
balance could not be ascertained.

7.4 Receivables from Karnataka 
farmers Rs. 

 a)

 b)

2010-11 & 2011
certificate, and has not preferred even provisional 
claim for 2012
guidelines from the Government as to mode of 
claiming reimbursement.
In view of the above, extent of realisability of the 
balance could not be ascertained.
Receivables from Karnataka 
farmers Rs. 18,444.77 lakh:
a) The balance (without adjusting Rs. 544 lakh 

received from KSAMB referred to in fourth note 
under Note 18 on Accounts) represents amount 
of reimbursement on account of procurement of 
Paddy (MSPO 2010
Rs. 6,716 lakh, of Ragi (MSPO 2014
2015-16) Rs. 11,689.49 lakh  and of Jowar 
(MSPO 2015
to eligibility criteria is to be confirmed by the 
Corporation. Further correctness of debit of Rs. 
7,241.91 lakh during the year 2016
been got verified by the internal auditors.

b) The Company had on 22.09.2016 sought from 
the Government approval/order for adjustment 
of Rs. 18,785.15 lakh against advance/loan from 
Revolving Fund/KSAMB. The difference of Rs. 

11 & 2011-12 pending obtention of CA 
certificate, and has not preferred even provisional 
claim for 2012-13 till date pending receip
guidelines from the Government as to mode of 
claiming reimbursement. 
In view of the above, extent of realisability of the 
balance could not be ascertained.
Receivables from Karnataka 

18,444.77 lakh: 
The balance (without adjusting Rs. 544 lakh 
received from KSAMB referred to in fourth note 
under Note 18 on Accounts) represents amount 
of reimbursement on account of procurement of 
Paddy (MSPO 2010-11 to 2012
Rs. 6,716 lakh, of Ragi (MSPO 2014

16) Rs. 11,689.49 lakh  and of Jowar 
(MSPO 2015-16) Rs. 38.77 lakh. The adherence 
to eligibility criteria is to be confirmed by the 
Corporation. Further correctness of debit of Rs. 

1 lakh during the year 2016
been got verified by the internal auditors.
The Company had on 22.09.2016 sought from 
the Government approval/order for adjustment 
of Rs. 18,785.15 lakh against advance/loan from 
Revolving Fund/KSAMB. The difference of Rs. 

12 pending obtention of CA 
certificate, and has not preferred even provisional 

13 till date pending receip
guidelines from the Government as to mode of 

In view of the above, extent of realisability of the 
balance could not be ascertained. 
Receivables from Karnataka - Incentives to 

The balance (without adjusting Rs. 544 lakh 
received from KSAMB referred to in fourth note 
under Note 18 on Accounts) represents amount 
of reimbursement on account of procurement of 

to 2012-13 & 2015
Rs. 6,716 lakh, of Ragi (MSPO 2014

16) Rs. 11,689.49 lakh  and of Jowar 
16) Rs. 38.77 lakh. The adherence 

to eligibility criteria is to be confirmed by the 
Corporation. Further correctness of debit of Rs. 

1 lakh during the year 2016-17 has not 
been got verified by the internal auditors. 
The Company had on 22.09.2016 sought from 
the Government approval/order for adjustment 
of Rs. 18,785.15 lakh against advance/loan from 
Revolving Fund/KSAMB. The difference of Rs. 
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12 pending obtention of CA 
certificate, and has not preferred even provisional 

13 till date pending receipt of 
guidelines from the Government as to mode of 

In view of the above, extent of realisability of the 

Incentives to  

The balance (without adjusting Rs. 544 lakh 
received from KSAMB referred to in fourth note 
under Note 18 on Accounts) represents amount 
of reimbursement on account of procurement of 

13 & 2015-16) 
Rs. 6,716 lakh, of Ragi (MSPO 2014-15 & 

16) Rs. 11,689.49 lakh  and of Jowar 
16) Rs. 38.77 lakh. The adherence 

to eligibility criteria is to be confirmed by the 
Corporation. Further correctness of debit of Rs. 

17 has not 
 

 

The Company had on 22.09.2016 sought from 
the Government approval/order for adjustment 
of Rs. 18,785.15 lakh against advance/loan from 
Revolving Fund/KSAMB. The difference of Rs. 

 

 

The observation is noted. Regarding the 
subsidy eligibility criteria,it is submitted 
that during year 2011
was the policy of the Govt to procure 
maximum 
former. However,the action will be 
initiated to get formers wise   Qty of 
Paddy procured during 2011 to 2012
& 2015
receiving the claimed amount. However 
the audit observation is noted for futu
guidance.
The observation is noted. Action will be  
taken to reconcile it during 2018

The observation is noted. Regarding the 
subsidy eligibility criteria,it is submitted 
that during year 2011
was the policy of the Govt to procure 
maximum of  100Qtl of Paddy from each 
former. However,the action will be 
initiated to get formers wise   Qty of 
Paddy procured during 2011 to 2012
& 2015-16,if the Corporation is not 
receiving the claimed amount. However 
the audit observation is noted for futu
guidance. 
The observation is noted. Action will be  
taken to reconcile it during 2018

The observation is noted. Regarding the 
subsidy eligibility criteria,it is submitted 
that during year 2011-12 and 2012
was the policy of the Govt to procure 

of  100Qtl of Paddy from each 
former. However,the action will be 
initiated to get formers wise   Qty of 
Paddy procured during 2011 to 2012

16,if the Corporation is not 
receiving the claimed amount. However 
the audit observation is noted for futu

The observation is noted. Action will be  
taken to reconcile it during 2018-19.

 

The observation is noted. Regarding the 
subsidy eligibility criteria,it is submitted 

12 and 2012-13, it 
was the policy of the Govt to procure 

of  100Qtl of Paddy from each 
former. However,the action will be 
initiated to get formers wise   Qty of 
Paddy procured during 2011 to 2012-13  

16,if the Corporation is not 
receiving the claimed amount. However 
the audit observation is noted for future 

The observation is noted. Action will be  
19. 



 

7.5 Receivables from Government of Karnataka 
MSP Rice Rs. 4,810.60 lakh:

 a)

  

340.38 lakh with book balance requires to be 
reconciled. As
Government is awaited.

Receivables from Government of Karnataka 
MSP Rice Rs. 4,810.60 lakh:
a) i) The balance represents difference

amount reimbursable as per Government 
Order dated 04.06.2016 and amount 
reimbursed as per GOI/FCI guidelines in 
respect of procurement made under MSP 
2013
difference, the Company has assumed that 
all District Office
reimbursement of differential cost in 
earlier years uniformly at Rs. 2,494 per 
quintal (GOI rate). However, the same has 
not been reconciled with the actual claim 
accounted in District Offices during 2014
15 and 2015
few districts) and considering reversal 
entries passed during the year 2016
recovery of Rs. 5,476.50 lakh made by 
DCs, correctness of the amount disclosed 
as receivables could not be verified.

 ii) The differential amount of Rs. 8,730.60 

340.38 lakh with book balance requires to be 
reconciled. As informed to us, decision of the 
Government is awaited. 

Receivables from Government of Karnataka 
MSP Rice Rs. 4,810.60 lakh: 

The balance represents difference
amount reimbursable as per Government 
Order dated 04.06.2016 and amount 
reimbursed as per GOI/FCI guidelines in 
respect of procurement made under MSP 
2013-14 paddy. While calculating the 
difference, the Company has assumed that 
all District Office
reimbursement of differential cost in 
earlier years uniformly at Rs. 2,494 per 
quintal (GOI rate). However, the same has 
not been reconciled with the actual claim 
accounted in District Offices during 2014
15 and 2015-16 (which is found 
few districts) and considering reversal 
entries passed during the year 2016
recovery of Rs. 5,476.50 lakh made by 
DCs, correctness of the amount disclosed 
as receivables could not be verified.
The differential amount of Rs. 8,730.60 

340.38 lakh with book balance requires to be 
informed to us, decision of the 

Receivables from Government of Karnataka 

The balance represents difference between 
amount reimbursable as per Government 
Order dated 04.06.2016 and amount 
reimbursed as per GOI/FCI guidelines in 
respect of procurement made under MSP 

14 paddy. While calculating the 
difference, the Company has assumed that 
all District Offices had accounted the 
reimbursement of differential cost in 
earlier years uniformly at Rs. 2,494 per 
quintal (GOI rate). However, the same has 
not been reconciled with the actual claim 
accounted in District Offices during 2014

16 (which is found to vary in 
few districts) and considering reversal 
entries passed during the year 2016
recovery of Rs. 5,476.50 lakh made by 
DCs, correctness of the amount disclosed 
as receivables could not be verified.
The differential amount of Rs. 8,730.60 
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340.38 lakh with book balance requires to be 
informed to us, decision of the 

Receivables from Government of Karnataka –  

between 
amount reimbursable as per Government 
Order dated 04.06.2016 and amount 
reimbursed as per GOI/FCI guidelines in 
respect of procurement made under MSP 

14 paddy. While calculating the 
difference, the Company has assumed that 

s had accounted the 
reimbursement of differential cost in 
earlier years uniformly at Rs. 2,494 per 
quintal (GOI rate). However, the same has 
not been reconciled with the actual claim 
accounted in District Offices during 2014-

to vary in 
few districts) and considering reversal 
entries passed during the year 2016-17 for 
recovery of Rs. 5,476.50 lakh made by 
DCs, correctness of the amount disclosed 
as receivables could not be verified. 

 

The differential amount of Rs. 8,730.60  

 

The observation made by the auditors is 
note

The observation is noted.

The observation made by the auditors is 
noted. 

The observation is noted.

The observation made by the auditors is 

The observation is noted. 

 

The observation made by the auditors is 



 

 b)

 c)

 d)

7.6 Receivables from FCI 
Rs. 13,781.79 lakh

lakh as on 31.03.2017 had been arrived at 
by taking quantity allotted as 14,85,487 
quintal as against actual allotment of 
14,76,585 quintals.

b) The Government has during the ye
Rs. 3,929  lakh provisionally towards 90% of the 
claim. The balance would be released after 
certificate by Special Accounts Officer deputed 
by the Finance Department. The consequential 
effect cannot be ascertained at this stage.

c) As informed to us, that storage loss of paddy in 
excess of norms to be recovered as per direction 
of Board of Directors has been accounted for (as 
claims – stock shortages) except to the extent of 
Rs. 77.90 lakh (refer paragraph 7.8 hereun
also).However, the Board has also authorised 
Managing Director to seek approval of 
Government for additional 1% driage for the 
year 2013-

d) Hence, pending proper verification /
reconciliation and receipt of government 
approval consequential effect of above matters 
not ascertainable.

Receivables from FCI 
Rs. 13,781.79 lakh

lakh as on 31.03.2017 had been arrived at 
by taking quantity allotted as 14,85,487 
quintal as against actual allotment of 
14,76,585 quintals. 

The Government has during the ye
Rs. 3,929  lakh provisionally towards 90% of the 
claim. The balance would be released after 
certificate by Special Accounts Officer deputed 
by the Finance Department. The consequential 
effect cannot be ascertained at this stage.
As informed to us, that storage loss of paddy in 
excess of norms to be recovered as per direction 
of Board of Directors has been accounted for (as 

stock shortages) except to the extent of 
Rs. 77.90 lakh (refer paragraph 7.8 hereun
also).However, the Board has also authorised 
Managing Director to seek approval of 
Government for additional 1% driage for the 

-14. 
Hence, pending proper verification /
reconciliation and receipt of government 
approval consequential effect of above matters 
not ascertainable. 

Receivables from FCI - Differential cost of sugar 
Rs. 13,781.79 lakh 

lakh as on 31.03.2017 had been arrived at 
by taking quantity allotted as 14,85,487 
quintal as against actual allotment of 

 
The Government has during the year released 
Rs. 3,929  lakh provisionally towards 90% of the 
claim. The balance would be released after 
certificate by Special Accounts Officer deputed 
by the Finance Department. The consequential 
effect cannot be ascertained at this stage. 
As informed to us, that storage loss of paddy in 
excess of norms to be recovered as per direction 
of Board of Directors has been accounted for (as 

stock shortages) except to the extent of 
Rs. 77.90 lakh (refer paragraph 7.8 hereun
also).However, the Board has also authorised 
Managing Director to seek approval of 
Government for additional 1% driage for the 

Hence, pending proper verification /
reconciliation and receipt of government 
approval consequential effect of above matters 

Differential cost of sugar 
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lakh as on 31.03.2017 had been arrived at 
by taking quantity allotted as 14,85,487 
quintal as against actual allotment of 

ar released 
Rs. 3,929  lakh provisionally towards 90% of the 
claim. The balance would be released after 
certificate by Special Accounts Officer deputed 
by the Finance Department. The consequential 

 

 

As informed to us, that storage loss of paddy in 
excess of norms to be recovered as per direction 
of Board of Directors has been accounted for (as 

stock shortages) except to the extent of 
Rs. 77.90 lakh (refer paragraph 7.8 hereunder 
also).However, the Board has also authorised 
Managing Director to seek approval of 
Government for additional 1% driage for the 

 

Hence, pending proper verification / 
reconciliation and receipt of government 
approval consequential effect of above matters 

 

Differential cost of sugar  

The observatio

The Corporation has not yet  obtained the  
approval from  the  Govt.

The observation is noted.
 

 

The observation is noted.

The Corporation has not yet  obtained the  
approval from  the  Govt.

The observation is noted.

n is noted. 

The Corporation has not yet  obtained the  
approval from  the  Govt. 

The observation is noted. 

 

The Corporation has not yet  obtained the  



 

 a)

 b)

  

a) The advance written back as per Note 2.
include credit balance of Rs. 486.50 lakh as on 
31.03.2017, which was pending adjustment 
and/or refund. In our opinion pending proper 
reconciliation and confirmation the credit 
balance should have been retained and classified 
as Current Liabilities

b) i) Balance receivable as per books Rs. 
13,781.79 lakh (net of credit balance o
Rs. 3,369.11 lakh) is stated to be under 
reconciliation.

 ii) As per Statement of pending sugar subsidy 
as on 31.03.2018 relating to open market 

The advance written back as per Note 2.
include credit balance of Rs. 486.50 lakh as on 
31.03.2017, which was pending adjustment 
and/or refund. In our opinion pending proper 
reconciliation and confirmation the credit 
balance should have been retained and classified 
as Current Liabilities. 

Balance receivable as per books Rs. 
13,781.79 lakh (net of credit balance o
Rs. 3,369.11 lakh) is stated to be under 
reconciliation. 

As per Statement of pending sugar subsidy 
as on 31.03.2018 relating to open market 

The advance written back as per Note 2.
include credit balance of Rs. 486.50 lakh as on 
31.03.2017, which was pending adjustment 
and/or refund. In our opinion pending proper 
reconciliation and confirmation the credit 
balance should have been retained and classified 

Balance receivable as per books Rs. 
13,781.79 lakh (net of credit balance o
Rs. 3,369.11 lakh) is stated to be under 

As per Statement of pending sugar subsidy 
as on 31.03.2018 relating to open market 
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The advance written back as per Note 2.1(viii) 
include credit balance of Rs. 486.50 lakh as on 
31.03.2017, which was pending adjustment 
and/or refund. In our opinion pending proper 
reconciliation and confirmation the credit 
balance should have been retained and classified 

Note 2.1 (viii)
 

Balance receivable as per books Rs. 
13,781.79 lakh (net of credit balance of 
Rs. 3,369.11 lakh) is stated to be under 

 

As per Statement of pending sugar subsidy 
as on 31.03.2018 relating to open market 

 

Note 2.1 (viii) As observed by the auditors, it is 
submitted here that the credit balance of 
Rs 486.50 Lakhs represents the 
differential cost on sugar received during 
the period
was no provision in the books. Hence, this 
has been considered as revenue income 
and written back for in the accounts as at 
01.04.2016 and adjusted to reserves & 
surplus as per transitional provisions in 
IND AS 101.
It is informed here that as disclosed under 
note 2.1(VIII) in notes on accounts, out of 
Rs. 13781.79 Lakhs towards balance 
receivables inrespect of Sugar, a sum of Rs. 
1600.44 Lakhs outstanding to
claims up to 2010
doubtful and provided for in the accounts, as 
at 01.04.2016 and adjusted to reserves & 
surplus as per the transitional provisions in 
IND AS 101. Further reconciliation, if any, 
in this account will be
2018
As observed by auditors, the difference 
will be looked in to and reconciled in 

As observed by the auditors, it is 
submitted here that the credit balance of 
Rs 486.50 Lakhs represents the 
differential cost on sugar received during 
the period before 2010
was no provision in the books. Hence, this 
has been considered as revenue income 
and written back for in the accounts as at 
01.04.2016 and adjusted to reserves & 
surplus as per transitional provisions in 
IND AS 101. 
It is informed here that as disclosed under 
note 2.1(VIII) in notes on accounts, out of 
Rs. 13781.79 Lakhs towards balance 
receivables inrespect of Sugar, a sum of Rs. 
1600.44 Lakhs outstanding to
claims up to 2010-11 has been considered as 
doubtful and provided for in the accounts, as 
at 01.04.2016 and adjusted to reserves & 
surplus as per the transitional provisions in 
IND AS 101. Further reconciliation, if any, 
in this account will be
2018-19. 
As observed by auditors, the difference 
will be looked in to and reconciled in 

As observed by the auditors, it is 
submitted here that the credit balance of 
Rs 486.50 Lakhs represents the 
differential cost on sugar received during 

before 2010-11, for which there 
was no provision in the books. Hence, this 
has been considered as revenue income 
and written back for in the accounts as at 
01.04.2016 and adjusted to reserves & 
surplus as per transitional provisions in 

It is informed here that as disclosed under 
note 2.1(VIII) in notes on accounts, out of 
Rs. 13781.79 Lakhs towards balance 
receivables inrespect of Sugar, a sum of Rs. 
1600.44 Lakhs outstanding towards sugar 

11 has been considered as 
doubtful and provided for in the accounts, as 
at 01.04.2016 and adjusted to reserves & 
surplus as per the transitional provisions in 
IND AS 101. Further reconciliation, if any, 
in this account will be made in the year 

As observed by auditors, the difference 
will be looked in to and reconciled in 

 
As observed by the auditors, it is 
submitted here that the credit balance of 
Rs 486.50 Lakhs represents the 
differential cost on sugar received during 

11, for which there 
was no provision in the books. Hence, this 
has been considered as revenue income 
and written back for in the accounts as at 
01.04.2016 and adjusted to reserves & 
surplus as per transitional provisions in 

It is informed here that as disclosed under 
note 2.1(VIII) in notes on accounts, out of 
Rs. 13781.79 Lakhs towards balance 
receivables inrespect of Sugar, a sum of Rs. 

wards sugar 
11 has been considered as 

doubtful and provided for in the accounts, as 
at 01.04.2016 and adjusted to reserves & 
surplus as per the transitional provisions in 
IND AS 101. Further reconciliation, if any, 

made in the year 

As observed by auditors, the difference 
will be looked in to and reconciled in 



 

  

7.7 Security Deposits Rs. 232.67 lakh
 a)

2013
14 to 2016
due is Rs. 11,667.90 lakh only. The 
difference is yet to be

 iii) We are informed that office of the FCS has 
taken up the issue for settlement with FCI 
and on receipt of amount from FCS 
towards Transport charges 
been finalised by GOI upto 2012
towards whole sale/retail margin, 
necessary accounting adjustment will be 
made.
Pending reconciliation/settlement, 
consequential effect of the above could not 
be ascertained.

Security Deposits Rs. 232.67 lakh
a) Includes Rs. 203.12 lakhs recovered by 

Provident Fund authorities towards Provident 
fund dues of Rs. 2,674.44 lakh demanded in 
respect of loadin
period 2004
Accounts. The Employee Provident Appellate 
Tribunal has allowed it to be treated as pre
deposit and has stayed operation of the order 
passed u/s 7A of EPF&MP Act, 1952. The 

2013-14 & 2016-17 and Levy sugar 2013
14 to 2016-17 (2011
due is Rs. 11,667.90 lakh only. The 
difference is yet to be
We are informed that office of the FCS has 
taken up the issue for settlement with FCI 
and on receipt of amount from FCS 
towards Transport charges 
been finalised by GOI upto 2012
towards whole sale/retail margin, 
necessary accounting adjustment will be 
made. 
Pending reconciliation/settlement, 
consequential effect of the above could not 
be ascertained. 

Security Deposits Rs. 232.67 lakh
Includes Rs. 203.12 lakhs recovered by 
Provident Fund authorities towards Provident 
fund dues of Rs. 2,674.44 lakh demanded in 
respect of loading & unloading workers for the 
period 2004-05 to 2015-16 
Accounts. The Employee Provident Appellate 
Tribunal has allowed it to be treated as pre
deposit and has stayed operation of the order 
passed u/s 7A of EPF&MP Act, 1952. The 

17 and Levy sugar 2013
17 (2011-12 season), aggregate 

due is Rs. 11,667.90 lakh only. The 
difference is yet to be reconciled. 
We are informed that office of the FCS has 
taken up the issue for settlement with FCI 
and on receipt of amount from FCS 
towards Transport charges (which has 
been finalised by GOI upto 2012-13) and 
towards whole sale/retail margin, 
necessary accounting adjustment will be 

Pending reconciliation/settlement, 
consequential effect of the above could not 

Security Deposits Rs. 232.67 lakh 
Includes Rs. 203.12 lakhs recovered by 
Provident Fund authorities towards Provident 
fund dues of Rs. 2,674.44 lakh demanded in 

g & unloading workers for the 
16 – refer Note 33.3 on 

Accounts. The Employee Provident Appellate 
Tribunal has allowed it to be treated as pre
deposit and has stayed operation of the order 
passed u/s 7A of EPF&MP Act, 1952. The 
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17 and Levy sugar 2013-
12 season), aggregate 

due is Rs. 11,667.90 lakh only. The 

We are informed that office of the FCS has 
taken up the issue for settlement with FCI 
and on receipt of amount from FCS 

(which has 
13) and 

towards whole sale/retail margin, 
necessary accounting adjustment will be 

Pending reconciliation/settlement, 
consequential effect of the above could not 

 

 
Includes Rs. 203.12 lakhs recovered by 
Provident Fund authorities towards Provident 
fund dues of Rs. 2,674.44 lakh demanded in 

g & unloading workers for the 
refer Note 33.3 on 

Accounts. The Employee Provident Appellate 
Tribunal has allowed it to be treated as pre-
deposit and has stayed operation of the order 
passed u/s 7A of EPF&MP Act, 1952. The 

Note
 

2018

As observed by auditors, nece
adjustment will be made once the claims 
are settled by FCI.

 
 

Note-33.3 
The observation made by the Auditors is 
noted.The Corporation has preferred  an 
appeal before the Employees Provident 
Fund Appellate Tribunal  which has 
stayed the operation of the ord
Provident Fund Authorities. The amount 
as demanded by PF Authorities  has not  
been provided for in the accounts, as the 
Corporation is hope full of getting 

2018-19. 

As observed by auditors, nece
adjustment will be made once the claims 
are settled by FCI. 

The observation made by the Auditors is 
noted.The Corporation has preferred  an 
appeal before the Employees Provident 
Fund Appellate Tribunal  which has 
stayed the operation of the ord
Provident Fund Authorities. The amount 
as demanded by PF Authorities  has not  
been provided for in the accounts, as the 
Corporation is hope full of getting 

As observed by auditors, nece
adjustment will be made once the claims 

 

The observation made by the Auditors is 
noted.The Corporation has preferred  an 
appeal before the Employees Provident 
Fund Appellate Tribunal  which has 
stayed the operation of the ord
Provident Fund Authorities. The amount 
as demanded by PF Authorities  has not  
been provided for in the accounts, as the 
Corporation is hope full of getting 

 

As observed by auditors, necessary 
adjustment will be made once the claims 

The observation made by the Auditors is 
noted.The Corporation has preferred  an 
appeal before the Employees Provident 
Fund Appellate Tribunal  which has 
stayed the operation of the order of 
Provident Fund Authorities. The amount 
as demanded by PF Authorities  has not  
been provided for in the accounts, as the 
Corporation is hope full of getting 



 

 b)

7.8 Advance Staff 
 a)

  

realizability of the deposit cannot be ascertained 
at this stage.

b) Includes Rs. 20.59 lakhs paid towards court 
fee/expenses treated as court deposit which in 
our opinion should have been expensed. 
Consequently, retained earnings is overstated by 
the like amount.

Advance Staff  
a) i) As informed to us, claims made on staff 

for alleged stock shortage etc has been 
reclassified as Long term/Non
disclosure thereof has inadvertently 
numbe
amount of Rs. 2,936.48 lakh referred to 
therein includes short remittance/stock 
shortages noticed upto 31.03.2018 (and 
not upto 31.03.2017 as stated therein)

 ii) We are also inform
Rs. 2,936.48 lakh [including amounts 
referred to in paragraph 17.2 (b) (i) & 18.2 
(a)] has been fully provided for and 
provision made disclosed as Provisions in 
Note 27 on Accounts. However, this fact 
has not been disclosed.

ability of the deposit cannot be ascertained 
at this stage. 

Includes Rs. 20.59 lakhs paid towards court 
fee/expenses treated as court deposit which in 
our opinion should have been expensed. 
Consequently, retained earnings is overstated by 
the like amount. 

 
As informed to us, claims made on staff 
for alleged stock shortage etc has been 
reclassified as Long term/Non
disclosure thereof has inadvertently 
numbered as 10.1 instead of 6.1. Further, 
amount of Rs. 2,936.48 lakh referred to 
therein includes short remittance/stock 
shortages noticed upto 31.03.2018 (and 
not upto 31.03.2017 as stated therein)
We are also inform
Rs. 2,936.48 lakh [including amounts 
referred to in paragraph 17.2 (b) (i) & 18.2 
(a)] has been fully provided for and 
provision made disclosed as Provisions in 
Note 27 on Accounts. However, this fact 
has not been disclosed.

ability of the deposit cannot be ascertained 

Includes Rs. 20.59 lakhs paid towards court 
fee/expenses treated as court deposit which in 
our opinion should have been expensed. 
Consequently, retained earnings is overstated by 

As informed to us, claims made on staff 
for alleged stock shortage etc has been 
reclassified as Long term/Non-Current and 
disclosure thereof has inadvertently 

red as 10.1 instead of 6.1. Further, 
amount of Rs. 2,936.48 lakh referred to 
therein includes short remittance/stock 
shortages noticed upto 31.03.2018 (and 
not upto 31.03.2017 as stated therein)
We are also informed that the balance of 
Rs. 2,936.48 lakh [including amounts 
referred to in paragraph 17.2 (b) (i) & 18.2 
(a)] has been fully provided for and 
provision made disclosed as Provisions in 
Note 27 on Accounts. However, this fact 
has not been disclosed. 
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ability of the deposit cannot be ascertained 

Includes Rs. 20.59 lakhs paid towards court 
fee/expenses treated as court deposit which in 
our opinion should have been expensed. 
Consequently, retained earnings is overstated by 

 
Note 6 &10.1

 
As informed to us, claims made on staff 
for alleged stock shortage etc has been 

Current and 
disclosure thereof has inadvertently 

red as 10.1 instead of 6.1. Further, 
amount of Rs. 2,936.48 lakh referred to 
therein includes short remittance/stock 
shortages noticed upto 31.03.2018 (and 
not upto 31.03.2017 as stated therein) 

 
Note

 

ed that the balance of 
Rs. 2,936.48 lakh [including amounts 
referred to in paragraph 17.2 (b) (i) & 18.2 
(a)] has been fully provided for and 
provision made disclosed as Provisions in 
Note 27 on Accounts. However, this fact 

 
Note

favourable order. Suitable discloser in this 
regard is made under note 33.3 in notes on 
Accou

Note 6 &10.1 
As observed by Auditors court d
will be recognised as expenditure in the 
year 2018

 

Note-27 
The observation is noted.

Note-2.1 
As observed by auditors, it is true that 
detailed explanatory note on the provision 
made for staff shortages is required to be 
disclosed in the accounts. Hence, Suitable 
disclosure in this regard will be made in 
2018

favourable order. Suitable discloser in this 
regard is made under note 33.3 in notes on 
Accounts also. 
As observed by Auditors court d
will be recognised as expenditure in the 
year 2018-19. 

The observation is noted.

As observed by auditors, it is true that 
detailed explanatory note on the provision 
made for staff shortages is required to be 
disclosed in the accounts. Hence, Suitable 
disclosure in this regard will be made in 
2018-19. 

favourable order. Suitable discloser in this 
regard is made under note 33.3 in notes on 

As observed by Auditors court d
will be recognised as expenditure in the 

The observation is noted. 

As observed by auditors, it is true that 
detailed explanatory note on the provision 
made for staff shortages is required to be 
disclosed in the accounts. Hence, Suitable 
disclosure in this regard will be made in 

 
favourable order. Suitable discloser in this 
regard is made under note 33.3 in notes on 

As observed by Auditors court deposit 
will be recognised as expenditure in the 

As observed by auditors, it is true that 
detailed explanatory note on the provision 
made for staff shortages is required to be 
disclosed in the accounts. Hence, Suitable 
disclosure in this regard will be made in 



 

  

 b)

8. Note  7 
8.1 Quantitative details in respect of stock held in trust on 

behalf of Government of Karnataka, Government
  

be furnished/disclosed.
8.2 a)
  

  

 iii) The fact of change in cla
provisioning made for entire outstanding 
balance have also not been disclosed in 
Company’s Accounting policy 2.1.

b) Amount of claims on staff accounted has not 
been reconciled with reco
Personnel/Legal department.
 

Note  7 – Inventories Rs.7,114.57  lakh:
Quantitative details in respect of stock held in trust on 
behalf of Government of Karnataka, Government
 institutions and third parties, in our opinion, needs to 
be furnished/disclosed.
a) Closing Stock includes
 i) Undistributed commodities under PDS 

remaining with various WSP/retail/outlet 
permitted by the Government to be taken 
back with direction to credit sales proceeds 
to Government account. Howeve
are found to have been valued of Rs. 
250.14 lakh instead of carrying it Nil 
value.

 ii) Used/Empty gunny bags valued Rs. 22.54 
lakh stated to be at estimated realisable 
value as per Company’s Accounting 

The fact of change in cla
provisioning made for entire outstanding 
balance have also not been disclosed in 
Company’s Accounting policy 2.1.

Amount of claims on staff accounted has not 
been reconciled with reco
Personnel/Legal department.

Inventories Rs.7,114.57  lakh:
Quantitative details in respect of stock held in trust on 
behalf of Government of Karnataka, Government
institutions and third parties, in our opinion, needs to 
be furnished/disclosed. 

Closing Stock includes 
Undistributed commodities under PDS 
remaining with various WSP/retail/outlet 
permitted by the Government to be taken 
back with direction to credit sales proceeds 
to Government account. Howeve
are found to have been valued of Rs. 
250.14 lakh instead of carrying it Nil 
value. 
Used/Empty gunny bags valued Rs. 22.54 
lakh stated to be at estimated realisable 
value as per Company’s Accounting 

The fact of change in classification and of 
provisioning made for entire outstanding 
balance have also not been disclosed in 
Company’s Accounting policy 2.1. 

Amount of claims on staff accounted has not 
been reconciled with records maintained at 
Personnel/Legal department. 

Inventories Rs.7,114.57  lakh: 
Quantitative details in respect of stock held in trust on 
behalf of Government of Karnataka, Government
institutions and third parties, in our opinion, needs to 

Undistributed commodities under PDS 
remaining with various WSP/retail/outlet 
permitted by the Government to be taken 
back with direction to credit sales proceeds 
to Government account. However, these 
are found to have been valued of Rs. 
250.14 lakh instead of carrying it Nil 

Used/Empty gunny bags valued Rs. 22.54 
lakh stated to be at estimated realisable 
value as per Company’s Accounting 
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ssification and of 
provisioning made for entire outstanding 
balance have also not been disclosed in 

 

 

Amount of claims on staff accounted has not 
rds maintained at 

 

 
Quantitative details in respect of stock held in trust on 
behalf of Government of Karnataka, Government Note  7
institutions and third parties, in our opinion, needs to  

 
Undistributed commodities under PDS 
remaining with various WSP/retail/outlet 
permitted by the Government to be taken 
back with direction to credit sales proceeds 

r, these 
are found to have been valued of Rs. 
250.14 lakh instead of carrying it Nil 

 

Used/Empty gunny bags valued Rs. 22.54 
lakh stated to be at estimated realisable 
value as per Company’s Accounting 

 

This will be complied with in the year 
2018

This has not been reconciled and action 
will be initiated to reconcile the claims of 
staff with records maintained at legal 
department in the ensuing year.
 

 
Note  7 

The auditors observation is noted, this will 
be disclosed in the accounts 2018
 

 
The observation is noted

As observed by auditors it will be 
reviewed during 2018

This will be complied with in the year 
2018-19. 

This has not been reconciled and action 
will be initiated to reconcile the claims of 
staff with records maintained at legal 
department in the ensuing year.

The auditors observation is noted, this will 
be disclosed in the accounts 2018

The observation is noted

As observed by auditors it will be 
reviewed during 2018

This will be complied with in the year 

This has not been reconciled and action 
will be initiated to reconcile the claims of 
staff with records maintained at legal 
department in the ensuing year. 

The auditors observation is noted, this will 
be disclosed in the accounts 2018-19.

The observation is noted 

As observed by auditors it will be 
reviewed during 2018-19. 

 
This will be complied with in the year 

This has not been reconciled and action 
will be initiated to reconcile the claims of 
staff with records maintained at legal 

The auditors observation is noted, this will 
19. 

As observed by auditors it will be 



 

  

  

8.3 a)

 b)

 c)

Policy (Note 3.2
Company is Nil, the policy needs to be 
reviewed to be in conformity with Ind AS 
2 – Inventories.

 iii) Certain items of stock valued at selling 
price, though related diff
would be recognise only on sale. 
Consequently, stock is under stated by Rs. 
13.04 lakh.

 iv) MSP 
2015
stock over 3 years old Rs. 30.51 lakh) 
realisable value of which has not been 
ascertained.

a) The Company is found to have va
items of stock (cost Rs. 158.68 lakh) at Nil value 
stating deteriorated stock since sold in auction, 
though no  remarks found in physical 
verification report.

b) Further, above write down of stock has not been 
disclosed as required by Ind AS 1 
of Financial Statements and Ind AS 2 
Inventories.

c) Also, approval of the competent authority has 
not been obtained for the write down of stock.

Policy (Note 3.2I). As the cost to the 
Company is Nil, the policy needs to be 
reviewed to be in conformity with Ind AS 

Inventories. 
Certain items of stock valued at selling 
price, though related diff
would be recognise only on sale. 
Consequently, stock is under stated by Rs. 
13.04 lakh. 
MSP – Ragi stock of season 2013
2015-16 valued Rs. 30.51 lakh (including 
stock over 3 years old Rs. 30.51 lakh) 

alisable value of which has not been 
ascertained. 

The Company is found to have va
items of stock (cost Rs. 158.68 lakh) at Nil value 
stating deteriorated stock since sold in auction, 
though no  remarks found in physical 
verification report. 
Further, above write down of stock has not been 

osed as required by Ind AS 1 
of Financial Statements and Ind AS 2 
Inventories. 
Also, approval of the competent authority has 
not been obtained for the write down of stock.

I). As the cost to the 
Company is Nil, the policy needs to be 
reviewed to be in conformity with Ind AS 

Certain items of stock valued at selling 
price, though related differential cost 
would be recognise only on sale. 
Consequently, stock is under stated by Rs. 

Ragi stock of season 2013
16 valued Rs. 30.51 lakh (including 

stock over 3 years old Rs. 30.51 lakh) 
alisable value of which has not been 

The Company is found to have valued certain 
items of stock (cost Rs. 158.68 lakh) at Nil value 
stating deteriorated stock since sold in auction, 
though no  remarks found in physical 

Further, above write down of stock has not been 
osed as required by Ind AS 1 – Presentation 

of Financial Statements and Ind AS 2 

Also, approval of the competent authority has 
not been obtained for the write down of stock.
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I). As the cost to the 
Company is Nil, the policy needs to be 
reviewed to be in conformity with Ind AS 

Certain items of stock valued at selling 
erential cost 

would be recognise only on sale. 
Consequently, stock is under stated by Rs. 

 

Ragi stock of season 2013-14 to 
16 valued Rs. 30.51 lakh (including 

stock over 3 years old Rs. 30.51 lakh) 
alisable value of which has not been 

 

lued certain 
items of stock (cost Rs. 158.68 lakh) at Nil value 
stating deteriorated stock since sold in auction, 
though no  remarks found in physical 

 

Further, above write down of stock has not been 
Presentation 

of Financial Statements and Ind AS 2 – 

 

Also, approval of the competent authority has 
not been obtained for the write down of stock. 

 

The observation is noted
 

The small quantity of Ragi
Corporation over a period of 3 years and 
the correct purchase cost could not be find 
out for valuation and valued at average 
cost.
The observation is noted

The observation is noted for future 
guidance.

Noted for futu

The observation is noted

The small quantity of Ragi
Corporation over a period of 3 years and 
the correct purchase cost could not be find 
out for valuation and valued at average 
cost. 
The observation is noted

The observation is noted for future 
guidance. 

Noted for future guidance.

The observation is noted 

The small quantity of Ragi held by 
Corporation over a period of 3 years and 
the correct purchase cost could not be find 
out for valuation and valued at average 

The observation is noted 

The observation is noted for future 

re guidance. 

 

held by 
Corporation over a period of 3 years and 
the correct purchase cost could not be find 
out for valuation and valued at average 

The observation is noted for future 



 

9. Note  9 
lakh

9.1 Cash on hand Rs.71.48 lakh
Cash on hand is found to include Cheques/DD’s on hand 
of Rs. 48.98 lakh. Refer also paragraph 9.2 (b) (i) here 
under regarding cash included in Balanc

9.2 Balance with banks A/c Rs.15921.09 lakhs
 a)

 b)
  

  

Note  9 – Cash and Cash Equivalents Rs. 15,934.19 
lakh 
Cash on hand Rs.71.48 lakh
Cash on hand is found to include Cheques/DD’s on hand 
of Rs. 48.98 lakh. Refer also paragraph 9.2 (b) (i) here 
under regarding cash included in Balanc
Balance with banks A/c Rs.15921.09 lakhs
a) The breakup of balance is as under, which 

should have been disclosed appropriately.
 
In Current accounts
(in the nature of cash 
equivalen
In Deposit accounts
maturity  3 to 12 months
over 12 months

 

b) In Current Accounts
 i) Balance found to include cash of Rs. 5.53 

lakh deposited
and reflected in bank reconciliation 
statement as outstanding items.

 ii) Includes unreconciled balances 
aggregating Rs. 2.59 lakh in 2 bank 
accounts (balance as per bank Rs. 2.06 
lakh) and balances a

Cash and Cash Equivalents Rs. 15,934.19 

Cash on hand Rs.71.48 lakh 
Cash on hand is found to include Cheques/DD’s on hand 
of Rs. 48.98 lakh. Refer also paragraph 9.2 (b) (i) here 
under regarding cash included in Balanc
Balance with banks A/c Rs.15921.09 lakhs

The breakup of balance is as under, which 
should have been disclosed appropriately.

In Current accounts 
(in the nature of cash 
equivalent) 
In Deposit accounts 
maturity  3 to 12 months 
over 12 months 

In Current Accounts 
Balance found to include cash of Rs. 5.53 
lakh deposited into bank after 31.03.2018 
and reflected in bank reconciliation 
statement as outstanding items.
Includes unreconciled balances 
aggregating Rs. 2.59 lakh in 2 bank 
accounts (balance as per bank Rs. 2.06 
lakh) and balances a

Cash and Cash Equivalents Rs. 15,934.19 

Cash on hand is found to include Cheques/DD’s on hand 
of Rs. 48.98 lakh. Refer also paragraph 9.2 (b) (i) here 
under regarding cash included in Balance with banks.
Balance with banks A/c Rs.15921.09 lakhs 

The breakup of balance is as under, which 
should have been disclosed appropriately.

Rs.  in lakh
  

(in the nature of cash   

  
 65.74  

8.03 

Balance found to include cash of Rs. 5.53 
into bank after 31.03.2018 

and reflected in bank reconciliation 
statement as outstanding items. 
Includes unreconciled balances 
aggregating Rs. 2.59 lakh in 2 bank 
accounts (balance as per bank Rs. 2.06 
lakh) and balances aggregating Rs. 147.66 
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Cash and Cash Equivalents Rs. 15,934.19  

Cash on hand is found to include Cheques/DD’s on hand 
of Rs. 48.98 lakh. Refer also paragraph 9.2 (b) (i) here 

e with banks. 

Note  9
 

 
The breakup of balance is as under, which 
should have been disclosed appropriately. 

Rs.  in lakh 

73.77 

 

 
Balance found to include cash of Rs. 5.53 

into bank after 31.03.2018 
and reflected in bank reconciliation 

 

Includes unreconciled balances 
aggregating Rs. 2.59 lakh in 2 bank 
accounts (balance as per bank Rs. 2.06 

ggregating Rs. 147.66 

 

 

Note  9 The observation is noted
 

 
This will be looked in to and disclosed as 
observed by auditors in 2018

 
The observation is noted

As observed by Auditors, the 
reconciliation of
district
pending for want of old statements and 

The observation is noted

This will be looked in to and disclosed as 
observed by auditors in 2018

The observation is noted

As observed by Auditors, the 
reconciliation of Bank Accounts of one 
district office of the Corporation is 
pending for want of old statements and 

The observation is noted 

This will be looked in to and disclosed as 
observed by auditors in 2018-19. 

The observation is noted 

As observed by Auditors, the 
Bank Accounts of one 

of the Corporation is 
pending for want of old statements and 

 

This will be looked in to and disclosed as 

As observed by Auditors, the 
Bank Accounts of one 

of the Corporation is 
pending for want of old statements and 



 

  

9.3 Others Amount in transit Rs.(
The unreconciled (net) credit balance of Rs. 1.70 lakh, 
in our opinion should have been disclosed under Other 
Current Liabilities.

9.4 Cheques, drafts on hand
Refer paragraph 9.1 herein above regarding Cheques 
on hand included in Cash Balances. The same has not 
been disclosed separately.

9.5 Balance with banks (in Current accounts) include Rs. 
4,852.18 lakh in bank accounts earmarked for 
MMABY Scheme which has not 
Note 9.1 on Accounts.

lakh in 4 bank accounts (in addition to 
balance of Rs. 56.68 for which provision is 
held) for which confirmation and 
reconciliation not furnished. Consequential 
effect not ascertainable.

 iii) The balance is net of credit balance of Rs. 
138.99 lakh, which in our opinion should 
have been disclosed under Financial 
Liabilities (Note 1

Others Amount in transit Rs.(
The unreconciled (net) credit balance of Rs. 1.70 lakh, 
in our opinion should have been disclosed under Other 
Current Liabilities.

Cheques, drafts on hand
Refer paragraph 9.1 herein above regarding Cheques 
on hand included in Cash Balances. The same has not 
been disclosed separately.
Balance with banks (in Current accounts) include Rs. 
4,852.18 lakh in bank accounts earmarked for 
MMABY Scheme which has not 
Note 9.1 on Accounts.

lakh in 4 bank accounts (in addition to 
balance of Rs. 56.68 for which provision is 
held) for which confirmation and 
reconciliation not furnished. Consequential 
effect not ascertainable.
The balance is net of credit balance of Rs. 
138.99 lakh, which in our opinion should 
have been disclosed under Financial 
Liabilities (Note 18).

Others Amount in transit Rs.(-)1.70 lakh
The unreconciled (net) credit balance of Rs. 1.70 lakh, 
in our opinion should have been disclosed under Other 
Current Liabilities. 

Cheques, drafts on hand 
Refer paragraph 9.1 herein above regarding Cheques 
on hand included in Cash Balances. The same has not 
been disclosed separately. 
Balance with banks (in Current accounts) include Rs. 
4,852.18 lakh in bank accounts earmarked for 
MMABY Scheme which has not 
Note 9.1 on Accounts. 

lakh in 4 bank accounts (in addition to 
balance of Rs. 56.68 for which provision is 
held) for which confirmation and 
reconciliation not furnished. Consequential 
effect not ascertainable. 
The balance is net of credit balance of Rs. 
138.99 lakh, which in our opinion should 
have been disclosed under Financial 

8). 
)1.70 lakh 

The unreconciled (net) credit balance of Rs. 1.70 lakh, 
in our opinion should have been disclosed under Other 

Refer paragraph 9.1 herein above regarding Cheques 
on hand included in Cash Balances. The same has not 

Balance with banks (in Current accounts) include Rs. 
4,852.18 lakh in bank accounts earmarked for 
MMABY Scheme which has not been disclosed
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lakh in 4 bank accounts (in addition to 
balance of Rs. 56.68 for which provision is 
held) for which confirmation and 
reconciliation not furnished. Consequential 

The balance is net of credit balance of Rs. 
138.99 lakh, which in our opinion should 
have been disclosed under Financial 

 

The unreconciled (net) credit balance of Rs. 1.70 lakh, 
in our opinion should have been disclosed under Other 

Note
 

Refer paragraph 9.1 herein above regarding Cheques 
on hand included in Cash Balances. The same has not 

 

Balance with banks (in Current accounts) include Rs. 
4,852.18 lakh in bank accounts earmarked for 

been disclosed in 

 
Note 9.1

details.

As observed by auditors, it will be 
disclosed in 2018

Note-9 Amount i
include net cumulative of Rs. 1.70 Lakhs 
balance transferred from  unit offices to 
Head office and vice versa carried forward 
from past years. After reconciliation,  
appropriate entries will be passed during 
the ensuing ye
observation of the auditors is noted.
This will be disclosed in the year 2018

Note 9.1 
The observation is noted. This will be 
disclosed in the ensuing years.

details. 

As observed by auditors, it will be 
disclosed in 2018-19.

Amount in transit (including remittances) 
include net cumulative of Rs. 1.70 Lakhs 
balance transferred from  unit offices to 
Head office and vice versa carried forward 
from past years. After reconciliation,  
appropriate entries will be passed during 
the ensuing ye
observation of the auditors is noted.
This will be disclosed in the year 2018

The observation is noted. This will be 
disclosed in the ensuing years.

As observed by auditors, it will be 
19. 

n transit (including remittances) 
include net cumulative of Rs. 1.70 Lakhs 
balance transferred from  unit offices to 
Head office and vice versa carried forward 
from past years. After reconciliation,  
appropriate entries will be passed during 
the ensuing years. However the 
observation of the auditors is noted.
This will be disclosed in the year 2018

The observation is noted. This will be 
disclosed in the ensuing years. 

 

As observed by auditors, it will be 

n transit (including remittances) 
include net cumulative of Rs. 1.70 Lakhs 
balance transferred from  unit offices to 
Head office and vice versa carried forward 
from past years. After reconciliation,  
appropriate entries will be passed during 

ars. However the 
observation of the auditors is noted. 
This will be disclosed in the year 2018-19. 

The observation is noted. This will be 



 

10. Note 10  Other Current Assets Rs.34930.99 lakh
10.1 a)

 b)

10.2 Note 10.1 
lakh
Refer our observ

10.3 a)

  

Note 10  Other Current Assets Rs.34930.99 lakh
a) Balances classified as current/short term assets 

include many old, unreconciled unconfirmed 
balances which are not expected to be realised in 
normal operating cycle / within 12 months.
Hence, the
conformity with Note 1 & 2 in Part
Schedule III of the Act,as also with Note 3.13 (a) 
& 39 on Accounts. Consequential effect not 
ascertainable

b) Further, Schedule III of the Act requires 
specifying nature of O
not been adhered

Note 10.1 - Advance staff shortages Rs.2,936.48 
lakh 
Refer our observ
a) Note 10.2 

9,949.93 lakh.
 i) The balance represents interest on cash 

credit with Indian Bank (refer Note 16 on 
Accounts) for the years 20
18. As relevant Government Order 
furnished to us refers to reimbursement for 
the year 2013
ascertain the correctness of the claim and 

Note 10  Other Current Assets Rs.34930.99 lakh
Balances classified as current/short term assets 
include many old, unreconciled unconfirmed 
balances which are not expected to be realised in 
normal operating cycle / within 12 months.
Hence, the same needs to be reviewed to be in 
conformity with Note 1 & 2 in Part
Schedule III of the Act,as also with Note 3.13 (a) 
& 39 on Accounts. Consequential effect not 
ascertainable. 
Further, Schedule III of the Act requires 
specifying nature of Other Advances, which has 
not been adhered to. 

Advance staff shortages Rs.2,936.48 

Refer our observation in paragraph 7.8 herein above.
Note 10.2 - Interest Receivable GOK Rs. 
9,949.93 lakh. 

The balance represents interest on cash 
credit with Indian Bank (refer Note 16 on 
Accounts) for the years 20
18. As relevant Government Order 
furnished to us refers to reimbursement for 
the year 2013-14, we are unable to 
ascertain the correctness of the claim and 

Note 10  Other Current Assets Rs.34930.99 lakh
Balances classified as current/short term assets 
include many old, unreconciled unconfirmed 
balances which are not expected to be realised in 
normal operating cycle / within 12 months.

same needs to be reviewed to be in 
conformity with Note 1 & 2 in Part
Schedule III of the Act,as also with Note 3.13 (a) 
& 39 on Accounts. Consequential effect not 

Further, Schedule III of the Act requires 
ther Advances, which has 

Advance staff shortages Rs.2,936.48 

ation in paragraph 7.8 herein above.
Interest Receivable GOK Rs. 

The balance represents interest on cash 
credit with Indian Bank (refer Note 16 on 
Accounts) for the years 2015-16 to 2017
18. As relevant Government Order 
furnished to us refers to reimbursement for 

14, we are unable to 
ascertain the correctness of the claim and 
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Note 10  Other Current Assets Rs.34930.99 lakh  
Balances classified as current/short term assets 
include many old, unreconciled unconfirmed 
balances which are not expected to be realised in 
normal operating cycle / within 12 months. 

same needs to be reviewed to be in 
conformity with Note 1 & 2 in Part-I of 
Schedule III of the Act,as also with Note 3.13 (a) 
& 39 on Accounts. Consequential effect not 

Note 10
 

Further, Schedule III of the Act requires 
ther Advances, which has Note 10.1

Advance staff shortages Rs.2,936.48 

ation in paragraph 7.8 herein above. 
Note 10.1

 
Interest Receivable GOK Rs.  

The balance represents interest on cash 
credit with Indian Bank (refer Note 16 on 

16 to 2017-
18. As relevant Government Order 
furnished to us refers to reimbursement for 

14, we are unable to 
ascertain the correctness of the claim and 

 
Note

 

 
 

Note 10 
As observed by auditors, the classification 
of current assets
39 on accounts  will be reviewed once 
again, in conformity with schedule III of 
Companies
accordingly, in the accounts  2018

 
Note 10.1 

As observed by auditors it will be 
complied with the requirement of schedule 
III of Companies Act
2018

 
Note 10.1 

 
The observation is noted
 
 

Note-10.2 
As observed by auditors, it is mentioned 
here that, thou
order issued by State Government refers to 
reimbursement for the year 2013
State Government has already reimbursed 
the interest amount to the Corporation for 
the year 2013

As observed by auditors, the classification 
of current assets  
39 on accounts  will be reviewed once 
again, in conformity with schedule III of 
Companies act 2013  and will be
accordingly, in the accounts  2018

As observed by auditors it will be 
complied with the requirement of schedule 
III of Companies Act
2018-19. 

The observation is noted

As observed by auditors, it is mentioned 
here that, though the relevant Government 
order issued by State Government refers to 
reimbursement for the year 2013
State Government has already reimbursed 
the interest amount to the Corporation for 
the year 2013-14 and 2014

As observed by auditors, the classification 
  as per note 3.13(a) and 

39 on accounts  will be reviewed once 
again, in conformity with schedule III of 

act 2013  and will be disclosed 
accordingly, in the accounts  2018-

As observed by auditors it will be 
complied with the requirement of schedule 
III of Companies Act 2013 in the year 

The observation is noted 

As observed by auditors, it is mentioned 
gh the relevant Government 

order issued by State Government refers to 
reimbursement for the year 2013
State Government has already reimbursed 
the interest amount to the Corporation for 

14 and 2014-15. The 

 

As observed by auditors, the classification 
as per note 3.13(a) and 

39 on accounts  will be reviewed once 
again, in conformity with schedule III of 

disclosed 
-19. 

As observed by auditors it will be 
complied with the requirement of schedule 

2013 in the year 

As observed by auditors, it is mentioned 
gh the relevant Government 

order issued by State Government refers to 
reimbursement for the year 2013-14, the 
State Government has already reimbursed 
the interest amount to the Corporation for 

15. The 



 

  

 b)

10.4 a)

 b)

its realisability.

 ii) The classification amount receivable as 
short term / current also r

b) Differential Cost Receivable GOK 
Refer our observation in paragraph 17.2 (a) 
regarding short accounting of receivables.

a) Rent Receivable
Includes Rs. 28.13 lakh in one of the District 
Offices representing dues from July 2016. We 
are informed that lessee has withheld the amount 
pending adjustment towards shortage 
(evaporation loss in excess of norms). In the 
absence of necessary details, consequential 
effect could not be ascertained.

b) Shortage recovery 
Includes Rs. 14.95 lakh claimed by one of the 
District Offices from KSWC towards shortage of 
boiled rice. The agency has replied that the 
alleged shortages is within 1% norm and no 
amount is payable by them. Pen

its realisability. 

The classification amount receivable as 
short term / current also r

Differential Cost Receivable GOK 
Refer our observation in paragraph 17.2 (a) 
regarding short accounting of receivables.
Rent Receivable 
Includes Rs. 28.13 lakh in one of the District 
Offices representing dues from July 2016. We 
are informed that lessee has withheld the amount 
pending adjustment towards shortage 
(evaporation loss in excess of norms). In the 

e of necessary details, consequential 
effect could not be ascertained.
Shortage recovery – Others 
Includes Rs. 14.95 lakh claimed by one of the 
District Offices from KSWC towards shortage of 
boiled rice. The agency has replied that the 
alleged shortages is within 1% norm and no 
amount is payable by them. Pen

The classification amount receivable as 
short term / current also requires review.

Differential Cost Receivable GOK  
Refer our observation in paragraph 17.2 (a) 
regarding short accounting of receivables.

Includes Rs. 28.13 lakh in one of the District 
Offices representing dues from July 2016. We 
are informed that lessee has withheld the amount 
pending adjustment towards shortage 
(evaporation loss in excess of norms). In the 

e of necessary details, consequential 
effect could not be ascertained. 

Others  
Includes Rs. 14.95 lakh claimed by one of the 
District Offices from KSWC towards shortage of 
boiled rice. The agency has replied that the 
alleged shortages is within 1% norm and no 
amount is payable by them. Pending final 
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The classification amount receivable as 
equires review. 

 

Refer our observation in paragraph 17.2 (a) 
regarding short accounting of receivables. 

 

Includes Rs. 28.13 lakh in one of the District 
Offices representing dues from July 2016. We 
are informed that lessee has withheld the amount 
pending adjustment towards shortage 
(evaporation loss in excess of norms). In the 

e of necessary details, consequential 

 

Includes Rs. 14.95 lakh claimed by one of the 
District Offices from KSWC towards shortage of 
boiled rice. The agency has replied that the 
alleged shortages is within 1% norm and no 

ding final 

 

interest of Rs. 9949.93 Lakhs
the accounts is receivable 
period from 2015
the Corporation is hope 
reimbursement of interest from the 
government.
As observed by auditors, care will be 
taken of in the year 2018
Same reply as furnished in paragraph 17.2 
(a)
 
It is a fact that Rent to be received from 
IPPL from July2018 and held up with 
them pending adjustment of shortages. 
However, the Rent amount due has been 
accounted as Receivable in th

The Corporation has not taken decision  in 
this regard.

interest of Rs. 9949.93 Lakhs
the accounts is receivable 
period from 2015
the Corporation is hope 
reimbursement of interest from the 
government. 
As observed by auditors, care will be 
taken of in the year 2018
Same reply as furnished in paragraph 17.2 
(a) 

It is a fact that Rent to be received from 
IPPL from July2018 and held up with 
them pending adjustment of shortages. 
However, the Rent amount due has been 
accounted as Receivable in th

The Corporation has not taken decision  in 
this regard. 

interest of Rs. 9949.93 Lakhs as shown
the accounts is receivable only 
period from 2015-16 to 2017-18
the Corporation is hope full of getting the 
reimbursement of interest from the 

As observed by auditors, care will be 
taken of in the year 2018-19 
Same reply as furnished in paragraph 17.2 

It is a fact that Rent to be received from 
IPPL from July2018 and held up with 
them pending adjustment of shortages. 
However, the Rent amount due has been 
accounted as Receivable in the Accounts.

The Corporation has not taken decision  in 

 
as shown in 

only for the 
18. Hence 

full of getting the 
reimbursement of interest from the 

As observed by auditors, care will be 

Same reply as furnished in paragraph 17.2 

It is a fact that Rent to be received from 
IPPL from July2018 and held up with 
them pending adjustment of shortages. 
However, the Rent amount due has been 

Accounts. 

The Corporation has not taken decision  in 



 

10.5 a)

  
i) Claims disallowed by ZillaPanchayat 

referred to in Note 14.5 on Accounts for 
2016

ii) Claims on SWC/CWC towards shortages 
(excluding Rs. 99.41 la
2015
shortages recovery and provided in full)

iii) Claim against transport contractor 
referred to in Note 14.10 on accounts for 
2016
lakhs)

iv) Advance 
v) Advance GOK (SPEF sugar interest 

2011
vi) Advance Mysugar Co Ltd (Sugar 

advance outstanding for over 3 years)
 

decision, consequential effect cannot be 
ascertained.

a) Following balances aggregating Rs. 2,372.88 
lakh are in our opinion, should be classified as 
doubtful of recovery and provide

 
Claims disallowed by ZillaPanchayat 
referred to in Note 14.5 on Accounts for 
2016-17 
Claims on SWC/CWC towards shortages 
(excluding Rs. 99.41 la
2015-16 which is included in staff 
shortages recovery and provided in full)
Claim against transport contractor 
referred to in Note 14.10 on accounts for 
2016-17 (net of recovery of  Rs. 30.14 
lakhs) 
Advance – FCI (a
Advance GOK (SPEF sugar interest 
2011-12) 
Advance Mysugar Co Ltd (Sugar 
advance outstanding for over 3 years)

decision, consequential effect cannot be 
ascertained. 
Following balances aggregating Rs. 2,372.88 
lakh are in our opinion, should be classified as 
doubtful of recovery and provide

Claims disallowed by ZillaPanchayat 
referred to in Note 14.5 on Accounts for 

Claims on SWC/CWC towards shortages 
(excluding Rs. 99.41 lakh claimed during 

16 which is included in staff 
shortages recovery and provided in full)
Claim against transport contractor 
referred to in Note 14.10 on accounts for 

17 (net of recovery of  Rs. 30.14 

FCI (at Head Office 
Advance GOK (SPEF sugar interest 

Advance Mysugar Co Ltd (Sugar 
advance outstanding for over 3 years)

decision, consequential effect cannot be 

Following balances aggregating Rs. 2,372.88 
lakh are in our opinion, should be classified as 
doubtful of recovery and provided for: 

Rs. Laksh
Claims disallowed by ZillaPanchayat 
referred to in Note 14.5 on Accounts for 

Claims on SWC/CWC towards shortages 
kh claimed during 

16 which is included in staff 
shortages recovery and provided in full) 
Claim against transport contractor 
referred to in Note 14.10 on accounts for 

17 (net of recovery of  Rs. 30.14 

 
Advance GOK (SPEF sugar interest 221.87

Advance Mysugar Co Ltd (Sugar 
advance outstanding for over 3 years) 

1,943.67
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decision, consequential effect cannot be 

Following balances aggregating Rs. 2,372.88 
lakh are in our opinion, should be classified as 

 
Note

Rs. Laksh 
34.51 

64.07 

53.71 

55.05 
221.87 

1,943.67 

 

Note-06 
i) 

ii) 

iii)

iv)

v) 

 Detailed note is disclosed under note 
10.3 in notes on accounts.

 Observation of the auditors is noted, 
however legal action will be taken  
from the  Corporatio
SWC and CWC for recovery of the 
shortages. 

iii) The total amount due from  M/s. 
Vijayalakshmi Transport Contractor 
towards short supply of Rice is Rs. 
83.85 Lakhs, after adjusting their 
security deposit of Rs. 30.14 Lakhs, 
remaining of Rs.
the said Contractor. The case against 
the contractor for  recovery of  the 
amount is pending  with the court.

iv) This amount is due  from FCI 
towards MSP claims.

 Rs. 221.87 Lakhs is due from GOK 
towards interest paid by Corpora
to Bank on delay in reimbursement 
of differential cost of food grains by 

Detailed note is disclosed under note 
10.3 in notes on accounts. 

Observation of the auditors is noted, 
however legal action will be taken  
from the  Corporation against the 
SWC and CWC for recovery of the 

The total amount due from  M/s. 
Vijayalakshmi Transport Contractor 
towards short supply of Rice is Rs. 
83.85 Lakhs, after adjusting their 
security deposit of Rs. 30.14 Lakhs, 
remaining of Rs. 53.71 is due from 
the said Contractor. The case against 
the contractor for  recovery of  the 
amount is pending  with the court.
This amount is due  from FCI 
towards MSP claims. 
Rs. 221.87 Lakhs is due from GOK 
towards interest paid by Corpora
to Bank on delay in reimbursement 
of differential cost of food grains by 

 

Detailed note is disclosed under note 

Observation of the auditors is noted, 
however legal action will be taken  

n against the 
SWC and CWC for recovery of the 

The total amount due from  M/s. 
Vijayalakshmi Transport Contractor 
towards short supply of Rice is Rs. 
83.85 Lakhs, after adjusting their 
security deposit of Rs. 30.14 Lakhs, 

53.71 is due from 
the said Contractor. The case against 
the contractor for  recovery of  the 
amount is pending  with the court. 
This amount is due  from FCI 

Rs. 221.87 Lakhs is due from GOK 
towards interest paid by Corporation 
to Bank on delay in reimbursement 
of differential cost of food grains by 



 

 b)

10.6 Attention is drawn to disclosures Note 14.11 o
Accounts for 2016

b) Advances 
include balances aggregating Rs. 2,685.03 lakh 
in respect of which the Compan
furnish proper details and agewise classification. 
In the absence of necessary details, we are 
unable to express our opinion on its realisability 
and adequacy provision of Rs. 45.84 lakh held as 
on 31.03.2018.

Attention is drawn to disclosures Note 14.11 o
Accounts for 2016

Advances – Receivables as per books(net) 
include balances aggregating Rs. 2,685.03 lakh 
in respect of which the Compan
furnish proper details and agewise classification. 
In the absence of necessary details, we are 
unable to express our opinion on its realisability 
and adequacy provision of Rs. 45.84 lakh held as 
on 31.03.2018. 

Attention is drawn to disclosures Note 14.11 o
Accounts for 2016-17 that no accounting treatment has 

Receivables as per books(net) 
include balances aggregating Rs. 2,685.03 lakh 
in respect of which the Company is unable to 
furnish proper details and agewise classification. 
In the absence of necessary details, we are 
unable to express our opinion on its realisability 
and adequacy provision of Rs. 45.84 lakh held as 

Attention is drawn to disclosures Note 14.11 o
17 that no accounting treatment has 
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Receivables as per books(net) 
include balances aggregating Rs. 2,685.03 lakh 

y is unable to 
furnish proper details and agewise classification. 
In the absence of necessary details, we are 
unable to express our opinion on its realisability 
and adequacy provision of Rs. 45.84 lakh held as 

 

Attention is drawn to disclosures Note 14.11 on 
17 that no accounting treatment has 

 

vi)

As observed by auditors out of
Lakhs,a sum of Rs. 45.84 Lakhs has been 
considered as doubtful debt and provided 
for in the books and the remaining amount 
of Rs. 2639.19  Lakhs includes in the 
balance of advance held on 31.03.2018 in 
the books towards purchase of food grains 
from FCI and other advances. However, 
advance has been adjusted against the 
subsequent purchases during 2018 as far 
as FCI is concerned and for others, the 
work of listing age wise analysis is in 
progress.
During the year 1997
of Food and Civil Supplies , Government 

Govt in respect of earlier years. The 
GOk has not considered this claim.

vi) Rs. 1943.67 Lakhs is due from My 
sugar Company Co, Ltd., towards 
short supply of sugar against the
advance paid by  the Corporation. 
The Corporation has made 
correspondence with My sugar 
Company for early  recovery of this 
amount. 

As observed by auditors out of
Lakhs,a sum of Rs. 45.84 Lakhs has been 
considered as doubtful debt and provided 
for in the books and the remaining amount 
of Rs. 2639.19  Lakhs includes in the 
balance of advance held on 31.03.2018 in 
the books towards purchase of food grains 

om FCI and other advances. However, 
advance has been adjusted against the 
subsequent purchases during 2018 as far 
as FCI is concerned and for others, the 
work of listing age wise analysis is in 
progress. 
During the year 1997
of Food and Civil Supplies , Government 

Govt in respect of earlier years. The 
GOk has not considered this claim.
Rs. 1943.67 Lakhs is due from My 
sugar Company Co, Ltd., towards 
short supply of sugar against the
advance paid by  the Corporation. 
The Corporation has made 
correspondence with My sugar 
Company for early  recovery of this 

As observed by auditors out of 
Lakhs,a sum of Rs. 45.84 Lakhs has been 
considered as doubtful debt and provided 
for in the books and the remaining amount 
of Rs. 2639.19  Lakhs includes in the 
balance of advance held on 31.03.2018 in 
the books towards purchase of food grains 

om FCI and other advances. However, 
advance has been adjusted against the 
subsequent purchases during 2018 as far 
as FCI is concerned and for others, the 
work of listing age wise analysis is in 

During the year 1997-98 the Joint Director 
of Food and Civil Supplies , Government 

 
Govt in respect of earlier years. The 
GOk has not considered this claim. 
Rs. 1943.67 Lakhs is due from My 
sugar Company Co, Ltd., towards 
short supply of sugar against the 
advance paid by  the Corporation. 
The Corporation has made 
correspondence with My sugar 
Company for early  recovery of this 

 2685.03  
Lakhs,a sum of Rs. 45.84 Lakhs has been 
considered as doubtful debt and provided 
for in the books and the remaining amount 
of Rs. 2639.19  Lakhs includes in the 
balance of advance held on 31.03.2018 in 
the books towards purchase of food grains 

om FCI and other advances. However, 
advance has been adjusted against the 
subsequent purchases during 2018 as far 
as FCI is concerned and for others, the 
work of listing age wise analysis is in 

98 the Joint Director 
of Food and Civil Supplies , Government 



 

been given for Rs. 285.19 lakh (net) adjusted by Joint 
Director of Food & Civil Supplies during 1997
pending completion of reconciliation.  Consequential 
effect cannot be ascertained at this stage
 

10.7 Other advances of Rs. 34,976.82 la
of balance advance of Rs. 67.00 lakh received from 
Zilla
under Mid
NAFED & other parties in respect of procurement 
through NCDEX, Rs. 1,149.78 lakh paya
relating to procurement of ragi under MSPO 2018. 
Consequently, Other Current Assets
Other Current liabilities and Trade Payables are 
understated by Rs. 2,444.72, Rs. 449.47 lakh and Rs. 
1,995.25 lakh respectively.
 
 

been given for Rs. 285.19 lakh (net) adjusted by Joint 
Director of Food & Civil Supplies during 1997
pending completion of reconciliation.  Consequential 
effect cannot be ascertained at this stage
 

Other advances of Rs. 34,976.82 la
of balance advance of Rs. 67.00 lakh received from 
Zilla Panchayat
under Mid-day Meal Scheme, Rs. 845.47 lakh due to 
NAFED & other parties in respect of procurement 
through NCDEX, Rs. 1,149.78 lakh paya
relating to procurement of ragi under MSPO 2018. 
Consequently, Other Current Assets
Other Current liabilities and Trade Payables are 
understated by Rs. 2,444.72, Rs. 449.47 lakh and Rs. 
1,995.25 lakh respectively.
 
 

been given for Rs. 285.19 lakh (net) adjusted by Joint 
Director of Food & Civil Supplies during 1997
pending completion of reconciliation.  Consequential 
effect cannot be ascertained at this stage

Other advances of Rs. 34,976.82 la
of balance advance of Rs. 67.00 lakh received from 

Panchayat & Rs. 382.47 lakh from Government 
day Meal Scheme, Rs. 845.47 lakh due to 

NAFED & other parties in respect of procurement 
through NCDEX, Rs. 1,149.78 lakh paya
relating to procurement of ragi under MSPO 2018. 
Consequently, Other Current Assets
Other Current liabilities and Trade Payables are 
understated by Rs. 2,444.72, Rs. 449.47 lakh and Rs. 
1,995.25 lakh respectively. 

been given for Rs. 285.19 lakh (net) adjusted by Joint 
Director of Food & Civil Supplies during 1997
pending completion of reconciliation.  Consequential 
effect cannot be ascertained at this stage 

Other advances of Rs. 34,976.82 lakh disclosed is net 
of balance advance of Rs. 67.00 lakh received from 

Rs. 382.47 lakh from Government 
day Meal Scheme, Rs. 845.47 lakh due to 

NAFED & other parties in respect of procurement 
through NCDEX, Rs. 1,149.78 lakh payable to farmers 
relating to procurement of ragi under MSPO 2018. 
Consequently, Other Current Assets- other advances, 
Other Current liabilities and Trade Payables are 
understated by Rs. 2,444.72, Rs. 449.47 lakh and Rs. 
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been given for Rs. 285.19 lakh (net) adjusted by Joint 
Director of Food & Civil Supplies during 1997-98, 
pending completion of reconciliation.  Consequential 

kh disclosed is net 
of balance advance of Rs. 67.00 lakh received from 

Rs. 382.47 lakh from Government 
day Meal Scheme, Rs. 845.47 lakh due to 

NAFED & other parties in respect of procurement 
ble to farmers 

relating to procurement of ragi under MSPO 2018. 
other advances, 

Other Current liabilities and Trade Payables are 
understated by Rs. 2,444.72, Rs. 449.47 lakh and Rs. 

 

of Karnataka intimated that they have 
adjusted Rs. 315.69 Lakhs against the 
dues from and to Corporation on various  
accounts.
been given in t
Corporation in respect of items so adjusted 
( except for Rs. 30.50 Lakhs towards 
guarantee commission). Necessary entries 
will be passed after the reconciliation for 
Rs. 285.19 Lakhs is completed
Regardi
449.47 Lakhs from DC/
under Midday Meal Scheme, it is 
mentioned here that over the
Corporation has been consistently 
following the procedure of presenting 
Advances account net off debit and credit 
balances in the accounts. Hence the 
receivables of Midday Meal Scheme and 
the amount received against the bills are 
accounted under advances is in order. 
However this will be reviewed while 
finalising the accounts for the financial 
year 2018
 

of Karnataka intimated that they have 
adjusted Rs. 315.69 Lakhs against the 
dues from and to Corporation on various  
accounts. No accounting treatment has 
been given in t
Corporation in respect of items so adjusted 
( except for Rs. 30.50 Lakhs towards 
guarantee commission). Necessary entries 
will be passed after the reconciliation for 
Rs. 285.19 Lakhs is completed
Regarding the advance received  Rs. 
449.47 Lakhs from DC/
under Midday Meal Scheme, it is 
mentioned here that over the
Corporation has been consistently 
following the procedure of presenting 
Advances account net off debit and credit 

lances in the accounts. Hence the 
receivables of Midday Meal Scheme and 
the amount received against the bills are 
accounted under advances is in order. 
However this will be reviewed while 
finalising the accounts for the financial 
year 2018-19.  

of Karnataka intimated that they have 
adjusted Rs. 315.69 Lakhs against the 
dues from and to Corporation on various  

No accounting treatment has 
been given in the accounts of the 
Corporation in respect of items so adjusted 
( except for Rs. 30.50 Lakhs towards 
guarantee commission). Necessary entries 
will be passed after the reconciliation for 
Rs. 285.19 Lakhs is completed. 

ng the advance received  Rs. 
449.47 Lakhs from DC/ Zilla Panchayath
under Midday Meal Scheme, it is 
mentioned here that over the years,
Corporation has been consistently 
following the procedure of presenting 
Advances account net off debit and credit 

lances in the accounts. Hence the 
receivables of Midday Meal Scheme and 
the amount received against the bills are 
accounted under advances is in order. 
However this will be reviewed while 
finalising the accounts for the financial 

 
of Karnataka intimated that they have 
adjusted Rs. 315.69 Lakhs against the 
dues from and to Corporation on various  

No accounting treatment has 
he accounts of the 

Corporation in respect of items so adjusted 
( except for Rs. 30.50 Lakhs towards 
guarantee commission). Necessary entries 
will be passed after the reconciliation for 

ng the advance received  Rs. 
Panchayath 

under Midday Meal Scheme, it is 
years, the 

Corporation has been consistently 
following the procedure of presenting 
Advances account net off debit and credit 

lances in the accounts. Hence the 
receivables of Midday Meal Scheme and 
the amount received against the bills are 
accounted under advances is in order. 
However this will be reviewed while 
finalising the accounts for the financial 



 

11. Note 11 Current Tax Asset Rs.262.41 lakh
11.1 Balance (net of provision) does not include advance 

tax of Rs. 197.08 lakh included in Other Advances 
(Note 10)

11.2 Attention is drawn to Note 35.3 on Accounts that no 
provision for income tax 
in view of loss. However, as stated therein, the 
Company has been making provision towards income 
tax upto the financial year 2016
estimated income from non PDS activities as a 
measure of abundant precaution. It 
Income tax assessm

 estimated income declared by the Company. As 
informed to us the provision for income tax for the 
year based on
years works out to

11.3 In view of the above, loss for the year understated by 
Rs. 79.39 lakh and Current Tax Asset understated by 
Rs. 117.69 lakh and Other Advances overstated by Rs.

 197

Note 11 Current Tax Asset Rs.262.41 lakh
Balance (net of provision) does not include advance 
tax of Rs. 197.08 lakh included in Other Advances 
(Note 10) 
Attention is drawn to Note 35.3 on Accounts that no 
provision for income tax 
in view of loss. However, as stated therein, the 
Company has been making provision towards income 
tax upto the financial year 2016
estimated income from non PDS activities as a 
measure of abundant precaution. It 
Income tax assessm
estimated income declared by the Company. As 
informed to us the provision for income tax for the 
year based on estimated income calc
years works out to
In view of the above, loss for the year understated by 
Rs. 79.39 lakh and Current Tax Asset understated by 
Rs. 117.69 lakh and Other Advances overstated by Rs.

197.08 lakh. 

Note 11 Current Tax Asset Rs.262.41 lakh
Balance (net of provision) does not include advance 
tax of Rs. 197.08 lakh included in Other Advances 

Attention is drawn to Note 35.3 on Accounts that no 
provision for income tax has been made for the year, 
in view of loss. However, as stated therein, the 
Company has been making provision towards income 
tax upto the financial year 2016
estimated income from non PDS activities as a 
measure of abundant precaution. It 
Income tax assessment has also being made on such
estimated income declared by the Company. As 
informed to us the provision for income tax for the 

estimated income calc
years works out to Rs. 79.39 lakh
In view of the above, loss for the year understated by 
Rs. 79.39 lakh and Current Tax Asset understated by 
Rs. 117.69 lakh and Other Advances overstated by Rs.

Note 11 Current Tax Asset Rs.262.41 lakh 

Balance (net of provision) does not include advance 
tax of Rs. 197.08 lakh included in Other Advances 

Attention is drawn to Note 35.3 on Accounts that no 
has been made for the year, 

in view of loss. However, as stated therein, the 
Company has been making provision towards income 
tax upto the financial year 2016-17 inrespect of 
estimated income from non PDS activities as a 
measure of abundant precaution. It is found that 

ent has also being made on such
estimated income declared by the Company. As 
informed to us the provision for income tax for the 

estimated income calculated as in earlier 
Rs. 79.39 lakh. 

In view of the above, loss for the year understated by 
Rs. 79.39 lakh and Current Tax Asset understated by 
Rs. 117.69 lakh and Other Advances overstated by Rs.
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Balance (net of provision) does not include advance 
tax of Rs. 197.08 lakh included in Other Advances 

Note 11

Attention is drawn to Note 35.3 on Accounts that no 
has been made for the year, 

in view of loss. However, as stated therein, the 
Company has been making provision towards income 

17 inrespect of 
estimated income from non PDS activities as a 

is found that 
ent has also being made on such 

Note 35.3

estimated income declared by the Company. As 
informed to us the provision for income tax for the 

ulated as in earlier 

In view of the above, loss for the year understated by 
Rs. 79.39 lakh and Current Tax Asset understated by 
Rs. 117.69 lakh and Other Advances overstated by Rs. 

 

 

As per as 
Lakhs due to suppliers in respect of 
procurement through NCDEX and other 
formers is concerned, as observed by 
auditors it will be accounted under trade 
payables account in 2018

  

Note 11 The observation made by the auditors is 
noted.

Note 35.3 The observation made by the Auditors  is 
noted.

  

The observation is noted.

 

As per as the payment of Rs. 1995.25 
Lakhs due to suppliers in respect of 
procurement through NCDEX and other 
formers is concerned, as observed by 
auditors it will be accounted under trade 
payables account in 2018

The observation made by the auditors is 
noted. 

The observation made by the Auditors  is 
noted. 

The observation is noted.

the payment of Rs. 1995.25 
Lakhs due to suppliers in respect of 
procurement through NCDEX and other 
formers is concerned, as observed by 
auditors it will be accounted under trade 
payables account in 2018-19. 

The observation made by the auditors is 

The observation made by the Auditors  is 

The observation is noted. 

 
the payment of Rs. 1995.25 

Lakhs due to suppliers in respect of 
procurement through NCDEX and other 
formers is concerned, as observed by 
auditors it will be accounted under trade 

The observation made by the auditors is 

The observation made by the Auditors  is 



 

12. Note  13 
Reserve and Surplus

12.1 Grant received for purchase of computer and 
electronic equipment

 a)

12.2 There is mismatch in presentation and amount 
disclosed in Statement of Changes in Equity and in 
Note 13 on Accounts as 

 

 We are informed that in Note 13, Income and 

Note  13 -  Other Equity
Reserve and Surplus
Grant received for purchase of computer and 
electronic equipment
a) Refer our observation in paragraph 14.1 (c) (i) 

regarding payment to suppliers towards cost of 
computers etc (whic
grant during 2016

There is mismatch in presentation and amount 
disclosed in Statement of Changes in Equity and in 
Note 13 on Accounts as 

 
 

Retained Earnings
Other Comprehensive 
Income 
Income& Expenditure 
A/c 
Price Equalisation / 
Stabilisation 
utilised a/c 

 

We are informed that in Note 13, Income and 

Other Equity 
Reserve and Surplus 
Grant received for purchase of computer and 
electronic equipment 

Refer our observation in paragraph 14.1 (c) (i) 
regarding payment to suppliers towards cost of 
computers etc (which had been adjusted against 
grant during 2016-17) pending settlement.

There is mismatch in presentation and amount 
disclosed in Statement of Changes in Equity and in 
Note 13 on Accounts as under. 

 
As Per 

Statement of 
Changes in 

Equity
Retained Earnings 16,655.57
Other Comprehensive (-) 30,476.87

Income& Expenditure 

ce Equalisation / 
Stabilisation Fund 

 

We are informed that in Note 13, Income and 

Grant received for purchase of computer and 

Refer our observation in paragraph 14.1 (c) (i) 
regarding payment to suppliers towards cost of 

h had been adjusted against 
17) pending settlement.

There is mismatch in presentation and amount 
disclosed in Statement of Changes in Equity and in 

 
(Rs. lakh)

Per 
Statement of 
Changes in 

Equity 

As Per Note 
13

16,655.57 
) 30,476.87 

 (-) 32,536.59

18,715.30

We are informed that in Note 13, Income and 
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Grant received for purchase of computer and  

Refer our observation in paragraph 14.1 (c) (i) 
regarding payment to suppliers towards cost of 

h had been adjusted against 
17) pending settlement. 

 
Note  13

 

There is mismatch in presentation and amount 
disclosed in Statement of Changes in Equity and in 

lakh) 
As Per Note 

13 

- 
 

32,536.59 

18,715.30 

 

We are informed that in Note 13, Income and 
 

 

 

Note  13 
The observation is noted.

The observation is note

 

The observation is noted.

The observation is note

The observation is noted. 

The observation is noted. 

 



 

Expenditure Account includes loss for the year not 
transferred to PESF a/c then to PESF utilised a/c and 
hence the mismatch in amount. Attention is also drawn 
to our observation in sub para 12.3 herein below

12.3 Attention is drawn to note appended to Note 13 on 
Accounts that Excess of income over expenditure (net 
of prior period adjustment)  of the Corporation has 
been transferred to the Price Equalisation/
Fund (PESF) and then to PESF Util
the lines indicated in GO dated 29.11.1996 and as per 
the decision of the PESF Committee. However, the 
methodology adopted for transfer to PESF a/c and then 
to PESF Utilisation a/c in view of adoption of Ind ASs 
has not been explained / 
of the Government / PESF Committee has not been 
obtained for the same. Hence, we are unable to express 
our opinion on the amount transferred to PESF a/c and 
then to PESF Utilised A/c.
 

13. Note 14 and 20 [r.w. Note 23.1.5] 
employee benefits

13.1 a)

Expenditure Account includes loss for the year not 
transferred to PESF a/c then to PESF utilised a/c and 
hence the mismatch in amount. Attention is also drawn 
to our observation in sub para 12.3 herein below
Attention is drawn to note appended to Note 13 on 
Accounts that Excess of income over expenditure (net 
of prior period adjustment)  of the Corporation has 
been transferred to the Price Equalisation/
Fund (PESF) and then to PESF Util
the lines indicated in GO dated 29.11.1996 and as per 
the decision of the PESF Committee. However, the 
methodology adopted for transfer to PESF a/c and then 
to PESF Utilisation a/c in view of adoption of Ind ASs 
has not been explained / 
of the Government / PESF Committee has not been 
obtained for the same. Hence, we are unable to express 
our opinion on the amount transferred to PESF a/c and 
then to PESF Utilised A/c.
 
Note 14 and 20 [r.w. Note 23.1.5] 
employee benefits
a) The present value of obligation as on 31.03.2018 

[refer Note. 23.1.5, which is to be read as 25.1.5]

Expenditure Account includes loss for the year not 
transferred to PESF a/c then to PESF utilised a/c and 
hence the mismatch in amount. Attention is also drawn 
to our observation in sub para 12.3 herein below
Attention is drawn to note appended to Note 13 on 
Accounts that Excess of income over expenditure (net 
of prior period adjustment)  of the Corporation has 
been transferred to the Price Equalisation/
Fund (PESF) and then to PESF Util
the lines indicated in GO dated 29.11.1996 and as per 
the decision of the PESF Committee. However, the 
methodology adopted for transfer to PESF a/c and then 
to PESF Utilisation a/c in view of adoption of Ind ASs 
has not been explained / disclosed. Further, approval 
of the Government / PESF Committee has not been 
obtained for the same. Hence, we are unable to express 
our opinion on the amount transferred to PESF a/c and 
then to PESF Utilised A/c. 

Note 14 and 20 [r.w. Note 23.1.5] 
employee benefits: 

The present value of obligation as on 31.03.2018 
[refer Note. 23.1.5, which is to be read as 25.1.5]

Expenditure Account includes loss for the year not 
transferred to PESF a/c then to PESF utilised a/c and 
hence the mismatch in amount. Attention is also drawn 
to our observation in sub para 12.3 herein below
Attention is drawn to note appended to Note 13 on 
Accounts that Excess of income over expenditure (net 
of prior period adjustment)  of the Corporation has 
been transferred to the Price Equalisation/ Stabilisation 
Fund (PESF) and then to PESF Utilisation Account on 
the lines indicated in GO dated 29.11.1996 and as per 
the decision of the PESF Committee. However, the 
methodology adopted for transfer to PESF a/c and then 
to PESF Utilisation a/c in view of adoption of Ind ASs 

disclosed. Further, approval 
of the Government / PESF Committee has not been 
obtained for the same. Hence, we are unable to express 
our opinion on the amount transferred to PESF a/c and 

Note 14 and 20 [r.w. Note 23.1.5] – Provision 

The present value of obligation as on 31.03.2018 
[refer Note. 23.1.5, which is to be read as 25.1.5]
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Expenditure Account includes loss for the year not 
transferred to PESF a/c then to PESF utilised a/c and 
hence the mismatch in amount. Attention is also drawn 
to our observation in sub para 12.3 herein below. 
Attention is drawn to note appended to Note 13 on 
Accounts that Excess of income over expenditure (net 
of prior period adjustment)  of the Corporation has 

Stabilisation 
isation Account on 

the lines indicated in GO dated 29.11.1996 and as per 
the decision of the PESF Committee. However, the 
methodology adopted for transfer to PESF a/c and then 
to PESF Utilisation a/c in view of adoption of Ind ASs 

disclosed. Further, approval 
of the Government / PESF Committee has not been 
obtained for the same. Hence, we are unable to express 
our opinion on the amount transferred to PESF a/c and 

 
Note 13

 

Provision for   

The present value of obligation as on 31.03.2018 
[refer Note. 23.1.5, which is to be read as 25.1.5] 

 
Note 14 and 20 

Note 13 
The observation made by the Audi
noted. This will be looked in to in 2018
and suitable disclosure will be made in 
accounts for transfer of amount to PESF 
account and then to PESF utilised account 
in view of adoption of IND AS.

 

Note 14 and 20  
The Employees benefits of Gratuity and 
leave encashment will be settled and paid

The observation made by the Audi
noted. This will be looked in to in 2018
and suitable disclosure will be made in 
accounts for transfer of amount to PESF 
account and then to PESF utilised account 
in view of adoption of IND AS.

The Employees benefits of Gratuity and 
leave encashment will be settled and paid

The observation made by the Audi
noted. This will be looked in to in 2018
and suitable disclosure will be made in 
accounts for transfer of amount to PESF 
account and then to PESF utilised account 
in view of adoption of IND AS. 

The Employees benefits of Gratuity and 
leave encashment will be settled and paid

 

The observation made by the Auditors is 
noted. This will be looked in to in 2018-19 
and suitable disclosure will be made in 
accounts for transfer of amount to PESF 
account and then to PESF utilised account 

The Employees benefits of Gratuity and 
leave encashment will be settled and paid 



 

  

 b)

13.2 The Board of Directors at it’s meeting held on 
25.06.2018 have decided to give effect to Government 
Order dated 01.03.2018 accepting the recommendation 
of 
and pension being effective from 01.07.2017. The
liability arising there from has not been ascertained /

 being liability rec
based on report furnished by Actuary has been 
arrived at without considering (in benefit paid) 
unpaid liability relating to a few employees/exits 
(to the extent ascertainable) Rs. 91.57 lakh 
towards leave encashment and Rs. 8.2
towards gratuity. Consequently, provision is 
understated and loss for the year is overstated by 
Rs. 99.81 lakh without considering our 
observations hereunder.

b) The Actuary has stated in his Report, that salary 
escalation used/taken as 7% and attriti
used/taken as 3% as given by the Company and 
on their analysis average salary increased 
16.20% compared with previous 3 years and
attrition rate arrived at 10.38% compared with 
previous 3 years. The consequential incremental 
liability has not been asc
for. 

The Board of Directors at it’s meeting held on 
25.06.2018 have decided to give effect to Government 
Order dated 01.03.2018 accepting the recommendation 
of 6th Pay Commission and revision in pay, allowance 
and pension being effective from 01.07.2017. The
liability arising there from has not been ascertained /

being liability recognised in the Balance Sheet 
based on report furnished by Actuary has been 
arrived at without considering (in benefit paid) 
unpaid liability relating to a few employees/exits 
(to the extent ascertainable) Rs. 91.57 lakh 
towards leave encashment and Rs. 8.2
towards gratuity. Consequently, provision is 
understated and loss for the year is overstated by 
Rs. 99.81 lakh without considering our 
observations hereunder. 

The Actuary has stated in his Report, that salary 
escalation used/taken as 7% and attriti
used/taken as 3% as given by the Company and 
on their analysis average salary increased 
16.20% compared with previous 3 years and
attrition rate arrived at 10.38% compared with 
previous 3 years. The consequential incremental 
liability has not been asc

The Board of Directors at it’s meeting held on 
25.06.2018 have decided to give effect to Government 
Order dated 01.03.2018 accepting the recommendation 

Pay Commission and revision in pay, allowance 
and pension being effective from 01.07.2017. The
liability arising there from has not been ascertained /

ognised in the Balance Sheet 
based on report furnished by Actuary has been 
arrived at without considering (in benefit paid) 
unpaid liability relating to a few employees/exits 
(to the extent ascertainable) Rs. 91.57 lakh 
towards leave encashment and Rs. 8.2
towards gratuity. Consequently, provision is 
understated and loss for the year is overstated by 
Rs. 99.81 lakh without considering our 

The Actuary has stated in his Report, that salary 
escalation used/taken as 7% and attriti
used/taken as 3% as given by the Company and 
on their analysis average salary increased 
16.20% compared with previous 3 years and
attrition rate arrived at 10.38% compared with 
previous 3 years. The consequential incremental 
liability has not been ascertained and provided 

The Board of Directors at it’s meeting held on 
25.06.2018 have decided to give effect to Government 
Order dated 01.03.2018 accepting the recommendation 

Pay Commission and revision in pay, allowance 
and pension being effective from 01.07.2017. The
liability arising there from has not been ascertained /
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ognised in the Balance Sheet 
based on report furnished by Actuary has been 
arrived at without considering (in benefit paid) 
unpaid liability relating to a few employees/exits 
(to the extent ascertainable) Rs. 91.57 lakh 
towards leave encashment and Rs. 8.24 lakh 
towards gratuity. Consequently, provision is 
understated and loss for the year is overstated by 
Rs. 99.81 lakh without considering our 

[r.w. Note 
23.1.5]

The Actuary has stated in his Report, that salary 
escalation used/taken as 7% and attrition 
used/taken as 3% as given by the Company and 
on their analysis average salary increased 
16.20% compared with previous 3 years and 
attrition rate arrived at 10.38% compared with 
previous 3 years. The consequential incremental 

provided 

 

The Board of Directors at it’s meeting held on 
25.06.2018 have decided to give effect to Government 
Order dated 01.03.2018 accepting the recommendation 

Pay Commission and revision in pay, allowance 
and pension being effective from 01.07.2017. The 
liability arising there from has not been ascertained / 

 

[r.w. Note 
23.1.5] 

 

 to the Employees of the Corporation after 
their retirement. The prese
liability in respect of gratuity and leave 
encashment has been recognised in the 
accounts based on the report furnished by 
actuary and not on the basis of its 
Corporations own calculation. Further the 
Gratuity benefits will be settled and paid 
only out of Gratuity fund maintained by 
LIC and however, the Corporation has 
been paying leave encashment benefits to 
its retired employees out of its own funds.

As observed by Auditors, we believe that 
the provision for incremental liability does 
not arise, as the short fall, if any, is 
accounted under actuarial risk and taken 
into other comprehensive income in the 
accounts. However, th
regard will be obtained from Actuarial 
Consultant for future guidance.
It is informed here that as per the 
recommendation of 6
the State Government has e
revision in pay, allowance and pension 
from 01.07.2017 and the monitory benefit
has been 

to the Employees of the Corporation after 
their retirement. The prese
liability in respect of gratuity and leave 
encashment has been recognised in the 
accounts based on the report furnished by 
actuary and not on the basis of its 
Corporations own calculation. Further the 
Gratuity benefits will be settled and paid 
only out of Gratuity fund maintained by 
LIC and however, the Corporation has 
been paying leave encashment benefits to 
its retired employees out of its own funds.

As observed by Auditors, we believe that 
the provision for incremental liability does 
not arise, as the short fall, if any, is 
accounted under actuarial risk and taken 
into other comprehensive income in the 
accounts. However, th
regard will be obtained from Actuarial 
Consultant for future guidance.
It is informed here that as per the 
recommendation of 6
the State Government has e
revision in pay, allowance and pension 
from 01.07.2017 and the monitory benefit
has been affected from 01.04.2018

to the Employees of the Corporation after 
their retirement. The present value of 
liability in respect of gratuity and leave 
encashment has been recognised in the 
accounts based on the report furnished by 
actuary and not on the basis of its 
Corporations own calculation. Further the 
Gratuity benefits will be settled and paid 
only out of Gratuity fund maintained by 
LIC and however, the Corporation has 
been paying leave encashment benefits to 
its retired employees out of its own funds.

As observed by Auditors, we believe that 
the provision for incremental liability does 
not arise, as the short fall, if any, is 
accounted under actuarial risk and taken 
into other comprehensive income in the 
accounts. However, the clarification in this 
regard will be obtained from Actuarial 
Consultant for future guidance. 
It is informed here that as per the 
recommendation of 6th pay commission,
the State Government has e
revision in pay, allowance and pension 
from 01.07.2017 and the monitory benefit

affected from 01.04.2018

 
to the Employees of the Corporation after 

nt value of 
liability in respect of gratuity and leave 
encashment has been recognised in the 
accounts based on the report furnished by 
actuary and not on the basis of its 
Corporations own calculation. Further the 
Gratuity benefits will be settled and paid 
only out of Gratuity fund maintained by 
LIC and however, the Corporation has 
been paying leave encashment benefits to 
its retired employees out of its own funds. 

As observed by Auditors, we believe that 
the provision for incremental liability does 
not arise, as the short fall, if any, is 
accounted under actuarial risk and taken 
into other comprehensive income in the 

e clarification in this 
regard will be obtained from Actuarial 

It is informed here that as per the 
pay commission, 

the State Government has effected 
revision in pay, allowance and pension 
from 01.07.2017 and the monitory benefit 

affected from 01.04.2018 



 

  
ascertainable.

14. Note  17  Trade Payable:
14.1 14
 a)

  

  

 b)
  

 estimated and provided for
ascertainable. 

Note  17  Trade Payable:
14 Sundry Creditors for trade Rs. 22047.85 lakh
a) i)  The balance does not include amount of 

Rs. 845.47 lakh due to NAFED &
suppliers relating to procurement form 
NCDEX and Rs. 1,149.78 lakh due to 
farmers, which have been netted against 
other advances 
hereunder.

 ii) The balance is net of Rs. 95.53 lakh shown 
as recei
District Office. Accordingly Other 
Advances (Note 10) and Trades Payable is 
understated by the like amount.

 iii) The balance include very old unreconciled 
balance of Rs. 879.90 lakh in Centr
Office books which has not been reviewed 
for write back.

b) The balances is net of debit balance of 
 i) Rs. 179.90 lakh due to non reconciliation 

of Bank account relating to the year 

estimated and provided for-Consequential effect not 

Note  17  Trade Payable: 
Sundry Creditors for trade Rs. 22047.85 lakh

The balance does not include amount of 
Rs. 845.47 lakh due to NAFED &

pliers relating to procurement form 
NCDEX and Rs. 1,149.78 lakh due to 
farmers, which have been netted against 
other advances - 
hereunder. 
The balance is net of Rs. 95.53 lakh shown 
as receivable from a supplier in one of the 
District Office. Accordingly Other 
Advances (Note 10) and Trades Payable is 
understated by the like amount.
The balance include very old unreconciled 
balance of Rs. 879.90 lakh in Centr
Office books which has not been reviewed 
for write back. 

The balances is net of debit balance of 
Rs. 179.90 lakh due to non reconciliation 
of Bank account relating to the year 

Consequential effect not 

Sundry Creditors for trade Rs. 22047.85 lakh
The balance does not include amount of 
Rs. 845.47 lakh due to NAFED &

pliers relating to procurement form 
NCDEX and Rs. 1,149.78 lakh due to 
farmers, which have been netted against 

 Refer paragraph 10.7 

The balance is net of Rs. 95.53 lakh shown 
vable from a supplier in one of the 

District Office. Accordingly Other 
Advances (Note 10) and Trades Payable is 
understated by the like amount. 
The balance include very old unreconciled 
balance of Rs. 879.90 lakh in Centr
Office books which has not been reviewed 

The balances is net of debit balance of  
Rs. 179.90 lakh due to non reconciliation 
of Bank account relating to the year 
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Consequential effect not  

 
Sundry Creditors for trade Rs. 22047.85 lakh  

The balance does not include amount of 
Rs. 845.47 lakh due to NAFED & other 

pliers relating to procurement form 
NCDEX and Rs. 1,149.78 lakh due to 
farmers, which have been netted against 

Refer paragraph 10.7 

Note  17
 

The balance is net of Rs. 95.53 lakh shown 
vable from a supplier in one of the 

District Office. Accordingly Other 
Advances (Note 10) and Trades Payable is 

 

The balance include very old unreconciled 
balance of Rs. 879.90 lakh in Central 
Office books which has not been reviewed 

 

 
Rs. 179.90 lakh due to non reconciliation 
of Bank account relating to the year 

 
Note 17

onwards. Hence, as observed by auditors, 
the liability of salar
01.04.2018 has not been calculated and 
provided for in account
 
 

 
Note  17 

The observation is noted.
 

The observation is noted.

Rs. 879.90 Lakhs represents the old 
balances carried forward from past years. 
The reconciliation is pending for want of 
old records and information.
 

Note 17 
The reconciliation of bank account in 
respe

onwards. Hence, as observed by auditors, 
the liability of salar
01.04.2018 has not been calculated and 
provided for in account

The observation is noted.

The observation is noted.

Rs. 879.90 Lakhs represents the old 
balances carried forward from past years. 
The reconciliation is pending for want of 
old records and information.

The reconciliation of bank account in 
respect of Shimoga District is pending for 

onwards. Hence, as observed by auditors, 
the liability of salary arrears prior to 
01.04.2018 has not been calculated and 
provided for in account. 

The observation is noted. 

The observation is noted. 

Rs. 879.90 Lakhs represents the old 
balances carried forward from past years. 
The reconciliation is pending for want of 
old records and information. 

The reconciliation of bank account in 
ct of Shimoga District is pending for 

 
onwards. Hence, as observed by auditors, 

y arrears prior to 
01.04.2018 has not been calculated and 

Rs. 879.90 Lakhs represents the old 
balances carried forward from past years. 
The reconciliation is pending for want of 

The reconciliation of bank account in 
ct of Shimoga District is pending for 



 

  

  

 c)

  

2011
Note 17) which in our opinion is 
doubtful of recovery and to be provided 
for. 

 ii) Rs. 37.97 lakh of due from suppliers, 
brought forward from earlier years, 
which needs to be re

 iii) Rs. 826.96 lakh being paddy cost and 
expenditure on incidentals/transport, 
storage and gunny bags incurred on 
procurement over and above amount 
allowable as per costing sheet
be pending adjustment. In our opinion, 
amount of Rs. 826.96 lakh should have 
been expensed (as incidental/transport 
expenses relating to MSPO
charged as and when incurred as per 
Company’s accounting policy 3.15 (a) 
(ii) and as expens
MSPO years has not been considered for 
claim). Consequently, loss for the year is 
understated by Rs. 826.96 lakh.

c) Includes 

 i) Rs. 86.56 lakh shown as payab
supplier for purchase of computers etc 
during 2016

2011-12 (referred to in note appended 
Note 17) which in our opinion is 
doubtful of recovery and to be provided 

 
Rs. 37.97 lakh of due from suppliers, 
brought forward from earlier years, 
which needs to be re
Rs. 826.96 lakh being paddy cost and 
expenditure on incidentals/transport, 
storage and gunny bags incurred on 
procurement over and above amount 
allowable as per costing sheet
be pending adjustment. In our opinion, 
amount of Rs. 826.96 lakh should have 
been expensed (as incidental/transport 
expenses relating to MSPO
charged as and when incurred as per 
Company’s accounting policy 3.15 (a) 
(ii) and as expens
MSPO years has not been considered for 
claim). Consequently, loss for the year is 
understated by Rs. 826.96 lakh.

 

Rs. 86.56 lakh shown as payab
supplier for purchase of computers etc 
during 2016-17. However, the Company 

12 (referred to in note appended 
Note 17) which in our opinion is 
doubtful of recovery and to be provided 

Rs. 37.97 lakh of due from suppliers, 
brought forward from earlier years, 
which needs to be reviewed. 
Rs. 826.96 lakh being paddy cost and 
expenditure on incidentals/transport, 
storage and gunny bags incurred on 
procurement over and above amount 
allowable as per costing sheet, stated to 
be pending adjustment. In our opinion, 
amount of Rs. 826.96 lakh should have 
been expensed (as incidental/transport 
expenses relating to MSPO-2013
charged as and when incurred as per 
Company’s accounting policy 3.15 (a) 
(ii) and as expenses relating to Other 
MSPO years has not been considered for 
claim). Consequently, loss for the year is 
understated by Rs. 826.96 lakh. 

Rs. 86.56 lakh shown as payable to a 
supplier for purchase of computers etc 

17. However, the Company 
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12 (referred to in note appended 
Note 17) which in our opinion is 
doubtful of recovery and to be provided 

Rs. 37.97 lakh of due from suppliers, 
brought forward from earlier years, 

 

Rs. 826.96 lakh being paddy cost and 
expenditure on incidentals/transport, 
storage and gunny bags incurred on 
procurement over and above amount 

, stated to 
be pending adjustment. In our opinion, 
amount of Rs. 826.96 lakh should have 
been expensed (as incidental/transport 

2013-14 is 
charged as and when incurred as per 
Company’s accounting policy 3.15 (a) 

es relating to Other 
MSPO years has not been considered for 
claim). Consequently, loss for the year is 

 

 

le to a 
supplier for purchase of computers etc 

17. However, the Company 

 

 want  of details/information. Once  the 
reconciliation is completed, decision will 
be taken as observed by Auditors.

The observation is noted and it will be 
reviewed during 2018

As observed by Auditors, the adjustment 
will be made during 2018

 

The observation is noted

want  of details/information. Once  the 
reconciliation is completed, decision will 
be taken as observed by Auditors.

The observation is noted and it will be 
reviewed during 2018

As observed by Auditors, the adjustment 
will be made during 2018

The observation is noted

want  of details/information. Once  the 
reconciliation is completed, decision will 
be taken as observed by Auditors. 

The observation is noted and it will be 
reviewed during 2018-19. 

As observed by Auditors, the adjustment 
will be made during 2018-19. 

The observation is noted 

 
want  of details/information. Once  the 
reconciliation is completed, decision will 

 

The observation is noted and it will be 

As observed by Auditors, the adjustment 



 

  

  

14.2 No provisio
market cess and other incidents incurred relating to 
MSP 2017
management Rs. 274.40 lakh). However, as such 
expenses has not been considered for valuation of 
closing stock as on 31.03
result.

14.3 The balance also includes Rs.574.16 lakh due to 
KSWC and KSCMF relating to MSP 2013
15 Paddy/Rice payable upon receipt from GOI/F

has since determined amount payable as 
Rs. 73.99 lakh only (after adjusting Rs. 
2.00 lakh towards short supply and Rs. 
17.59 lakh as penalty/damages for delayed 
supply. We 
adjustment of grant and depreciation 
would be made during 2018

 ii) Rs. 104.70 lakh at HO due to KHB for 
construction of godown during 2013
Davanagere, stated to be withheld pending 
carrying 

 iii) Rs. 50.53 lakh shown in the schedule of 
one of the District Offices without any 
detail. Consequential effect of (i) & (ii) 
cannot be ascertained at this stage.

No provision in the account has been made for MSP 
market cess and other incidents incurred relating to 
MSP 2017-18 Ragi (amount as ascertained by 
management Rs. 274.40 lakh). However, as such 
expenses has not been considered for valuation of 
closing stock as on 31.03
result. 
The balance also includes Rs.574.16 lakh due to 
KSWC and KSCMF relating to MSP 2013
15 Paddy/Rice payable upon receipt from GOI/F

has since determined amount payable as 
Rs. 73.99 lakh only (after adjusting Rs. 
2.00 lakh towards short supply and Rs. 
17.59 lakh as penalty/damages for delayed 
supply. We are informed consequential 
adjustment of grant and depreciation 
would be made during 2018
Rs. 104.70 lakh at HO due to KHB for 
construction of godown during 2013
Davanagere, stated to be withheld pending 
carrying out repair work.
Rs. 50.53 lakh shown in the schedule of 
one of the District Offices without any 
detail. Consequential effect of (i) & (ii) 
cannot be ascertained at this stage.
n in the account has been made for MSP 

market cess and other incidents incurred relating to 
18 Ragi (amount as ascertained by 

management Rs. 274.40 lakh). However, as such 
expenses has not been considered for valuation of 
closing stock as on 31.03.2018, it has no effect on the 

The balance also includes Rs.574.16 lakh due to 
KSWC and KSCMF relating to MSP 2013
15 Paddy/Rice payable upon receipt from GOI/F

has since determined amount payable as 
Rs. 73.99 lakh only (after adjusting Rs. 
2.00 lakh towards short supply and Rs. 
17.59 lakh as penalty/damages for delayed 

are informed consequential 
adjustment of grant and depreciation 
would be made during 2018-19. 
Rs. 104.70 lakh at HO due to KHB for 
construction of godown during 2013
Davanagere, stated to be withheld pending 

out repair work. 
Rs. 50.53 lakh shown in the schedule of 
one of the District Offices without any 
detail. Consequential effect of (i) & (ii) 
cannot be ascertained at this stage. 
n in the account has been made for MSP 

market cess and other incidents incurred relating to 
18 Ragi (amount as ascertained by 

management Rs. 274.40 lakh). However, as such 
expenses has not been considered for valuation of 

.2018, it has no effect on the 

The balance also includes Rs.574.16 lakh due to 
KSWC and KSCMF relating to MSP 2013-14 & 2014
15 Paddy/Rice payable upon receipt from GOI/F
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has since determined amount payable as 
Rs. 73.99 lakh only (after adjusting Rs. 
2.00 lakh towards short supply and Rs. 
17.59 lakh as penalty/damages for delayed 

are informed consequential 
adjustment of grant and depreciation 

Rs. 104.70 lakh at HO due to KHB for 
construction of godown during 2013-14 at 
Davanagere, stated to be withheld pending 

 

Rs. 50.53 lakh shown in the schedule of 
one of the District Offices without any 
detail. Consequential effect of (i) & (ii) 

 

 

n in the account has been made for MSP 
market cess and other incidents incurred relating to 

18 Ragi (amount as ascertained by 
management Rs. 274.40 lakh). However, as such 
expenses has not been considered for valuation of 

.2018, it has no effect on the 

 

The balance also includes Rs.574.16 lakh due to 
14 & 2014-

15 Paddy/Rice payable upon receipt from GOI/FCI 

 

The observation is noted

The observation is noted

The observation of the Auditors will be 
complied with, during 2018

This will be looked in to in 2018
classification will be made for receivables 
from GOI and FCI as required in terms of 

The observation is noted

The observation is noted

The observation of the Auditors will be 
complied with, during 2018

This will be looked in to in 2018
classification will be made for receivables 
from GOI and FCI as required in terms of 

The observation is noted. 

The observation is noted. 

The observation of the Auditors will be 
complied with, during 2018-19. 

This will be looked in to in 2018
classification will be made for receivables 
from GOI and FCI as required in terms of 

 

The observation of the Auditors will be 

This will be looked in to in 2018-19 and 
classification will be made for receivables 
from GOI and FCI as required in terms of 



 

(during the year Rs.9,847 lakh paid out of receipt of 
claim for MSP 2008
receivable from GOI/FCI has been treated as 
term
requires review in terms of Note 3 in Part 1 Divis
III of Schedule II of the Act.
 

15. 13.
15.1 a)

  

  

  

(during the year Rs.9,847 lakh paid out of receipt of 
claim for MSP 2008
receivable from GOI/FCI has been treated as 
terms/ Noncurrent, in our opinion classification 
requires review in terms of Note 3 in Part 1 Divis
III of Schedule II of the Act.
 
13. Note 18 Other Financ
a) i) Note 18(a) 

Advance from Government of  Karnataka  
                      

for purchase of   rice from Haryana 
Rs. 100.00lakh

 ii) Note 18(b) 
Rs. 293.00 lakh
 

 iii) Note 18(g) 
Rs.   11.14 lakh
The Company has no details for above 
amounts brought forwa
years. Hence, neither the existence of the 
aforesaid liabilities nor accrual of further 
liability due to non
discharge of obligation could be 
ascertained.

(during the year Rs.9,847 lakh paid out of receipt of 
claim for MSP 2008-09 & 2014
receivable from GOI/FCI has been treated as 

Noncurrent, in our opinion classification 
requires review in terms of Note 3 in Part 1 Divis
III of Schedule II of the Act. 

Note 18 Other Financial Liabilities
Note 18(a)  
Advance from Government of  Karnataka  
                     
for purchase of   rice from Haryana 

100.00lakh 
Note 18(b) – Interest Payable Government               
Rs. 293.00 lakh 

Note 18(g) – JDFS 3.5% Po
Rs.   11.14 lakh 
The Company has no details for above 
amounts brought forwa
years. Hence, neither the existence of the 
aforesaid liabilities nor accrual of further 
liability due to non
discharge of obligation could be 
ascertained. 

(during the year Rs.9,847 lakh paid out of receipt of 
09 & 2014-15). As corresponding 

receivable from GOI/FCI has been treated as 
Noncurrent, in our opinion classification 

requires review in terms of Note 3 in Part 1 Divis

ial Liabilities: 

Advance from Government of  Karnataka  

for purchase of   rice from Haryana 

Interest Payable Government               

JDFS 3.5% Polished rice         

The Company has no details for above 
amounts brought forward from earlier 
years. Hence, neither the existence of the 
aforesaid liabilities nor accrual of further 
liability due to non-payment/ non 
discharge of obligation could be 
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(during the year Rs.9,847 lakh paid out of receipt of 
15). As corresponding 

receivable from GOI/FCI has been treated as Long 
Noncurrent, in our opinion classification 

requires review in terms of Note 3 in Part 1 Division 

 

Advance from Government of  Karnataka   
 

Note 18

for purchase of   rice from Haryana  

Interest Payable Government                

lished rice         

The Company has no details for above 
rd from earlier 

years. Hence, neither the existence of the 
aforesaid liabilities nor accrual of further 

payment/ non 
discharge of obligation could be 

 

Note 3 in Part 1 Division III of Schedule II 
of the Act in 2018

 

Note 18 
These are the old balances carried forward 
from past years. The reconciliation is

  pending for want of old records& 
information.

 

 

Note 3 in Part 1 Division III of Schedule II 
of the Act in 2018-

These are the old balances carried forward 
from past years. The reconciliation is
pending for want of old records& 
information. 

Note 3 in Part 1 Division III of Schedule II 
-19. 

These are the old balances carried forward 
from past years. The reconciliation is
pending for want of old records& 

 
Note 3 in Part 1 Division III of Schedule II 

These are the old balances carried forward 
from past years. The reconciliation is 
pending for want of old records& 



 

 b)

15.2 Note 18(d) 
Rs.63359.25 lakh.

  

b) Note 18(k) Legal Metrology Department Rs. 
200.20 lakh
The balance
Government of Karnataka on account of the 
Department awaiting instruction from competent 
authority for disbursement. It is found that the 
balance kept in separate bank account had been 
seized and balance appropriated by PF 
authorities towards demand during 2016
Refer paragraph 28.2 hereunder. This fact has 
not been informed to the Government

Note 18(d) – 
Rs.63359.25 lakh.
 i) The Guidelines for Revolving Fund 

maintained by Karnataka State 
Agricultural Marketing Board (KSAMB) 
and the procuring agencies on receipt of 
funds to carry
(as approved by the Government vide G.
dated 03.02.2004) 
the Guidelines, requires the Company to 
claim interest, for the period revolving 
fund is being utilised, from the nodal 
agencies (viz FCI, NAFED) and remit to 
the Revolving Fund. If such action is not 

Note 18(k) Legal Metrology Department Rs. 
200.20 lakh 
The balance represents amount received from 
Government of Karnataka on account of the 
Department awaiting instruction from competent 
authority for disbursement. It is found that the 
balance kept in separate bank account had been 
seized and balance appropriated by PF 
authorities towards demand during 2016
Refer paragraph 28.2 hereunder. This fact has 
not been informed to the Government

 Advance/ Loan 
Rs.63359.25 lakh. 

The Guidelines for Revolving Fund 
maintained by Karnataka State 
Agricultural Marketing Board (KSAMB) 
and the procuring agencies on receipt of 
funds to carry out procurement operations 
(as approved by the Government vide G.
dated 03.02.2004) –
the Guidelines, requires the Company to 
claim interest, for the period revolving 
fund is being utilised, from the nodal 
agencies (viz FCI, NAFED) and remit to 
the Revolving Fund. If such action is not 

Note 18(k) Legal Metrology Department Rs. 

represents amount received from 
Government of Karnataka on account of the 
Department awaiting instruction from competent 
authority for disbursement. It is found that the 
balance kept in separate bank account had been 
seized and balance appropriated by PF 
authorities towards demand during 2016
Refer paragraph 28.2 hereunder. This fact has 
not been informed to the Government. 

Advance/ Loan –MSP -KSAMB 

The Guidelines for Revolving Fund 
maintained by Karnataka State 
Agricultural Marketing Board (KSAMB) 
and the procuring agencies on receipt of 

out procurement operations 
(as approved by the Government vide G.

– vide paragraph 2.6 of 
the Guidelines, requires the Company to 
claim interest, for the period revolving 
fund is being utilised, from the nodal 
agencies (viz FCI, NAFED) and remit to 
the Revolving Fund. If such action is not 

114 

Note 18(k) Legal Metrology Department Rs. 

represents amount received from 
Government of Karnataka on account of the 
Department awaiting instruction from competent 
authority for disbursement. It is found that the 
balance kept in separate bank account had been 
seized and balance appropriated by PF 
authorities towards demand during 2016-17 – 
Refer paragraph 28.2 hereunder. This fact has 

Note
 

KSAMB 

The Guidelines for Revolving Fund 
maintained by Karnataka State 
Agricultural Marketing Board (KSAMB) 
and the procuring agencies on receipt of 

out procurement operations 
(as approved by the Government vide G.O 

vide paragraph 2.6 of 
the Guidelines, requires the Company to 
claim interest, for the period revolving 
fund is being utilised, from the nodal 
agencies (viz FCI, NAFED) and remit to 
the Revolving Fund. If such action is not 

Note
 

 
Note-18(k) 

As observed by Auditors, it will be 
informed to the Government during 2018
19.

  

 
Note-18 (d) 

The
noted

As observed by Auditors, it will be 
informed to the Government during 2018
19. 

The observation made by the auditors is 
noted 

As observed by Auditors, it will be 
informed to the Government during 2018

observation made by the auditors is 

 
As observed by Auditors, it will be 
informed to the Government during 2018-

observation made by the auditors is 



 

  

  

taken, the 
interest for the period Revolving Fund is 
retained. Further, the Company is also 
liable to pay interest on amount retained 
after disposal of stock procured or after the 
settlement of payment by the nodal 
agencies.

 ii) The balance outstanding relates to 
period/crop years 2004
While the Company has disposed entire 
stock relating to MSPO 2004
14, FCI has settled claims relating up to 
MSPO 2009
has not ascertained and provided for 
interest in terms of the Guidelines, stated 
to be as per the stand taken by the 
Company that the liability for payment of 
interest arises only after full and final 
settlement by GOI and on completio
reconciliation, as also final decision 
regarding sharing of interest (Refer second 
and third note given under Note 18 on 
Accounts).

 iii) While the company is preferring claim 
with FCI/GOI including interest on 

taken, the Company is liable to pay 
interest for the period Revolving Fund is 
retained. Further, the Company is also 
liable to pay interest on amount retained 
after disposal of stock procured or after the 
settlement of payment by the nodal 
agencies. 
The balance outstanding relates to 
period/crop years 2004
While the Company has disposed entire 
stock relating to MSPO 2004
14, FCI has settled claims relating up to 
MSPO 2009-10. However, the Company 
has not ascertained and provided for 
interest in terms of the Guidelines, stated 
to be as per the stand taken by the 
Company that the liability for payment of 
interest arises only after full and final 
settlement by GOI and on completio
reconciliation, as also final decision 
regarding sharing of interest (Refer second 
and third note given under Note 18 on 
Accounts). 
While the company is preferring claim 
with FCI/GOI including interest on 

Company is liable to pay 
interest for the period Revolving Fund is 
retained. Further, the Company is also 
liable to pay interest on amount retained 
after disposal of stock procured or after the 
settlement of payment by the nodal 

The balance outstanding relates to 
period/crop years 2004-05 to 2015
While the Company has disposed entire 
stock relating to MSPO 2004-05 to 2013
14, FCI has settled claims relating up to 

However, the Company 
has not ascertained and provided for 
interest in terms of the Guidelines, stated 
to be as per the stand taken by the 
Company that the liability for payment of 
interest arises only after full and final 
settlement by GOI and on completio
reconciliation, as also final decision 
regarding sharing of interest (Refer second 
and third note given under Note 18 on 

While the company is preferring claim 
with FCI/GOI including interest on 
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Company is liable to pay 
interest for the period Revolving Fund is 
retained. Further, the Company is also 
liable to pay interest on amount retained 
after disposal of stock procured or after the 
settlement of payment by the nodal 

The balance outstanding relates to 
05 to 2015-16. 

While the Company has disposed entire 
05 to 2013-

14, FCI has settled claims relating up to 
However, the Company 

has not ascertained and provided for 
interest in terms of the Guidelines, stated 
to be as per the stand taken by the 
Company that the liability for payment of 
interest arises only after full and final 
settlement by GOI and on completion of 
reconciliation, as also final decision 
regarding sharing of interest (Refer second 
and third note given under Note 18 on 

 

While the company is preferring claim 
with FCI/GOI including interest on 

 

Disclosed under Note
Accounts regarding sharing of interest to 
KSAMB. However, it is informed here 
that
amount as per actual claims which also 
includes interest on Revolving Fund.  As 
observed by Auditors, the liability of the 
Corporation in respect of  payment of 
interest to KSAMB arises only, after full 
and final set
GOI/FCI/GOK.

It is a fact that GOI has informed to State 
Gover

Disclosed under Note
Accounts regarding sharing of interest to 
KSAMB. However, it is informed here 
that The Corporation is yet to get back the 
amount as per actual claims which also 
includes interest on Revolving Fund.  As 
observed by Auditors, the liability of the 
Corporation in respect of  payment of 
interest to KSAMB arises only, after full 
and final settlement of actual claims by 
GOI/FCI/GOK. 

It is a fact that GOI has informed to State 
Government for not to charge interest on 

Disclosed under Note-18 in Notes on 
Accounts regarding sharing of interest to 
KSAMB. However, it is informed here 

The Corporation is yet to get back the 
amount as per actual claims which also 
includes interest on Revolving Fund.  As 
observed by Auditors, the liability of the 
Corporation in respect of  payment of 
interest to KSAMB arises only, after full 

tlement of actual claims by 

It is a fact that GOI has informed to State 
nment for not to charge interest on 

 

18 in Notes on 
Accounts regarding sharing of interest to 
KSAMB. However, it is informed here 

The Corporation is yet to get back the 
amount as per actual claims which also 
includes interest on Revolving Fund.  As 
observed by Auditors, the liability of the 
Corporation in respect of  payment of 
interest to KSAMB arises only, after full 

tlement of actual claims by 

It is a fact that GOI has informed to State 
nment for not to charge interest on 



 

 a)

 b)

 c)

Revolving Fund (as stated in Note 14.3 on 
Accounts for 2016
12696.47 lakh relating to pending claims 
for the yea
per CA certificate, to the extent 
ascertainable) such claim is found to have 
not been admitted by GOI while settling 
claims upto MSPO 2008
that Food & Public Distribution 
Department of GOI has issued letter dated
29.04.2014 to State Government 
requesting for not charging interest on loan 
from Revolving Fund.
In view of the above, it is not possible to 
ascertain the consequential effect of matter 
detailed in above.

a) Refer fourth note given under Note 18 on 
Accounts and paragraphs 7.4.

b) herein above regarding non adjustment of 
amount received against receivables from 
Government of Karnataka.

c) The Company is found to be making repayment 
to KSAMB only o
GOI/FCI (during the year Rs.7010 lakh repaid 
out of receipt of cla

Revolving Fund (as stated in Note 14.3 on 
Accounts for 2016-
12696.47 lakh relating to pending claims 
for the year MSPO 2009
per CA certificate, to the extent 
ascertainable) such claim is found to have 
not been admitted by GOI while settling 
claims upto MSPO 2008
that Food & Public Distribution 
Department of GOI has issued letter dated
29.04.2014 to State Government 
requesting for not charging interest on loan 
from Revolving Fund.
In view of the above, it is not possible to 
ascertain the consequential effect of matter 
detailed in above. 

Refer fourth note given under Note 18 on 
Accounts and paragraphs 7.4.
herein above regarding non adjustment of 
amount received against receivables from 
Government of Karnataka.
The Company is found to be making repayment 
to KSAMB only on receipt of claim from 
GOI/FCI (during the year Rs.7010 lakh repaid 
out of receipt of claim for MSP 2008

Revolving Fund (as stated in Note 14.3 on 
-17) - aggregating Rs. 

12696.47 lakh relating to pending claims 
r MSPO 2009-10 to 2015

per CA certificate, to the extent 
ascertainable) such claim is found to have 
not been admitted by GOI while settling 
claims upto MSPO 2008-09. It appears 
that Food & Public Distribution 
Department of GOI has issued letter dated
29.04.2014 to State Government 
requesting for not charging interest on loan 
from Revolving Fund. 
In view of the above, it is not possible to 
ascertain the consequential effect of matter 

Refer fourth note given under Note 18 on 
Accounts and paragraphs 7.4. 
herein above regarding non adjustment of 
amount received against receivables from 
Government of Karnataka. 
The Company is found to be making repayment 

n receipt of claim from 
GOI/FCI (during the year Rs.7010 lakh repaid 

m for MSP 2008
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Revolving Fund (as stated in Note 14.3 on 
aggregating Rs. 

12696.47 lakh relating to pending claims 
10 to 2015-16 as 

per CA certificate, to the extent 
ascertainable) such claim is found to have 
not been admitted by GOI while settling 

09. It appears 
that Food & Public Distribution 
Department of GOI has issued letter dated 
29.04.2014 to State Government 
requesting for not charging interest on loan 

In view of the above, it is not possible to 
ascertain the consequential effect of matter 

Refer fourth note given under Note 18 on  

herein above regarding non adjustment of 
amount received against receivables from 

 

The Company is found to be making repayment 
n receipt of claim from 

GOI/FCI (during the year Rs.7010 lakh repaid 
m for MSP 2008-09 & 

 

loan from revolving fund. In view of this, 
the corporation is not liable to pay interest 
to KSAMB. However this will be looked 
in to and ascertained  the matter with 
reference to the above Para No
above.

 

Noted.

The observation is made by the auditors is 
noted. The classification/discloser of 
outstanding balance of advance/loan 
received from KSAMB grouped under 

loan from revolving fund. In view of this, 
the corporation is not liable to pay interest 
to KSAMB. However this will be looked 
in to and ascertained  the matter with 
reference to the above Para No
above. 

Noted. 

The observation is made by the auditors is 
noted. The classification/discloser of 
outstanding balance of advance/loan 
received from KSAMB grouped under 

loan from revolving fund. In view of this, 
the corporation is not liable to pay interest 
to KSAMB. However this will be looked 
in to and ascertained  the matter with 
reference to the above Para No- 

The observation is made by the auditors is 
noted. The classification/discloser of 
outstanding balance of advance/loan 
received from KSAMB grouped under 

 
loan from revolving fund. In view of this, 
the corporation is not liable to pay interest 
to KSAMB. However this will be looked 
in to and ascertained  the matter with 

 15.2 (ii) 

The observation is made by the auditors is 
noted. The classification/discloser of 
outstanding balance of advance/loan 
received from KSAMB grouped under 



 

15.3 Note 18(e) Security and Trade Deposit from customers 
and contractors Rs.1153.30 lakh 
EMD/Securit
NCDEX on account of the Company has not been 
ascertained/accounted/disclosed. Consequential effect 
not ascertainable.

15.4 Note 18(f) (r.w first note given under Note 
Interest accrued and due under centrally 
sponsored scheme Rs. 97.72 lakh.
The Government of India (vide letter dated 
18.08.2011) has not acceded to State Government’s 
request for waiving off the interest and penal interest 
for delay in repayment of l
portion of the subsidy. Further the State Government 
is required to refund/pay as per the terms and 
conditions indicated in the Government sanction. The 
amount of Rs. 97.72 lakh now disclosed is 
interest/penal interest up
further liability in terms of the Central Government 
Schemes (and as per aforesaid letter) has not been 

2014-15). Hence the classification/disclosure of 
outstanding balance of advance/loan received 
from KSAMB as Current Liabilities, in our 
opinion, requires review in terms of Note 3 in 
Part 1 Division II of Schedule III of the Act.

Note 18(e) Security and Trade Deposit from customers 
and contractors Rs.1153.30 lakh 
EMD/Security deposit kept by the suppliers with 
NCDEX on account of the Company has not been 
ascertained/accounted/disclosed. Consequential effect 
not ascertainable.
Note 18(f) (r.w first note given under Note 
Interest accrued and due under centrally 
sponsored scheme Rs. 97.72 lakh.
The Government of India (vide letter dated 
18.08.2011) has not acceded to State Government’s 
request for waiving off the interest and penal interest 
for delay in repayment of l
portion of the subsidy. Further the State Government 
is required to refund/pay as per the terms and 
conditions indicated in the Government sanction. The 
amount of Rs. 97.72 lakh now disclosed is 
interest/penal interest up
further liability in terms of the Central Government 
Schemes (and as per aforesaid letter) has not been 

15). Hence the classification/disclosure of 
outstanding balance of advance/loan received 
from KSAMB as Current Liabilities, in our 

requires review in terms of Note 3 in 
Part 1 Division II of Schedule III of the Act.

Note 18(e) Security and Trade Deposit from customers 
and contractors Rs.1153.30 lakh 

y deposit kept by the suppliers with 
NCDEX on account of the Company has not been 
ascertained/accounted/disclosed. Consequential effect 
not ascertainable. 
Note 18(f) (r.w first note given under Note 
Interest accrued and due under centrally 
sponsored scheme Rs. 97.72 lakh.
The Government of India (vide letter dated 
18.08.2011) has not acceded to State Government’s 
request for waiving off the interest and penal interest 
for delay in repayment of loan amount and un
portion of the subsidy. Further the State Government 
is required to refund/pay as per the terms and 
conditions indicated in the Government sanction. The 
amount of Rs. 97.72 lakh now disclosed is 
interest/penal interest up to 13.0
further liability in terms of the Central Government 
Schemes (and as per aforesaid letter) has not been 

15). Hence the classification/disclosure of 
outstanding balance of advance/loan received 
from KSAMB as Current Liabilities, in our 

requires review in terms of Note 3 in 
Part 1 Division II of Schedule III of the Act.

Note 18(e) Security and Trade Deposit from customers 
and contractors Rs.1153.30 lakh  

y deposit kept by the suppliers with 
NCDEX on account of the Company has not been 
ascertained/accounted/disclosed. Consequential effect 

Note 18(f) (r.w first note given under Note 
Interest accrued and due under centrally 
sponsored scheme Rs. 97.72 lakh. 
The Government of India (vide letter dated 
18.08.2011) has not acceded to State Government’s 
request for waiving off the interest and penal interest 

oan amount and un-
portion of the subsidy. Further the State Government 
is required to refund/pay as per the terms and 
conditions indicated in the Government sanction. The 
amount of Rs. 97.72 lakh now disclosed is 

to 13.09.2004 only and 
further liability in terms of the Central Government 
Schemes (and as per aforesaid letter) has not been 
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15). Hence the classification/disclosure of 
outstanding balance of advance/loan received 
from KSAMB as Current Liabilities, in our 

requires review in terms of Note 3 in 
Part 1 Division II of Schedule III of the Act. 

Note 18(e) Security and Trade Deposit from customers 

y deposit kept by the suppliers with 
NCDEX on account of the Company has not been 
ascertained/accounted/disclosed. Consequential effect 

Note

Note 18(f) (r.w first note given under Note 18) – 
Interest accrued and due under centrally 

The Government of India (vide letter dated 
18.08.2011) has not acceded to State Government’s 
request for waiving off the interest and penal interest 

-utilised 
portion of the subsidy. Further the State Government 
is required to refund/pay as per the terms and 
conditions indicated in the Government sanction. The 
amount of Rs. 97.72 lakh now disclosed is 

9.2004 only and 
further liability in terms of the Central Government 
Schemes (and as per aforesaid letter) has not been 

 

current liabilitie
in to and classified and disclosed as 
required in terms of Note
Division
2018

 
Note-18 (f) 

This will be looked in to in 2018

 
 
 
As disclosed under note
Accounts, it
Co
penal interest for delay in payment in 
terms and conditions of Government 
orders. Accordingly, Rs. 97
disclosed in accounts towards interest
penal interest  up to 13
payment of loan). Fu
observed by Auditors  is not required to be 
provided for by the Corporation as  there 

current liabilities account  will be looked 
in to and classified and disclosed as 
required in terms of Note
Division-II of Schedule III of the Act in 
2018-19. 
This will be looked in to in 2018

As disclosed under note
Accounts, it is  mentioned here that  the 
Corporation has provided interest  and 
penal interest for delay in payment in 
terms and conditions of Government 
orders. Accordingly, Rs. 97
disclosed in accounts towards interest
penal interest  up to 13
payment of loan). Fu
observed by Auditors  is not required to be 
provided for by the Corporation as  there 

s account  will be looked 
in to and classified and disclosed as 
required in terms of Note-3 in Part

II of Schedule III of the Act in 

This will be looked in to in 2018-19.

As disclosed under note-18 (f) in notes on 
is  mentioned here that  the 

rporation has provided interest  and 
penal interest for delay in payment in 
terms and conditions of Government 
orders. Accordingly, Rs. 97-72 lakhs is 
disclosed in accounts towards interest
penal interest  up to 13-09-2004 (date of 
payment of loan). Further liability as 
observed by Auditors  is not required to be 
provided for by the Corporation as  there 

 
s account  will be looked 

in to and classified and disclosed as 
3 in Part-I 

II of Schedule III of the Act in 

19. 

18 (f) in notes on 
is  mentioned here that  the 

rporation has provided interest  and 
penal interest for delay in payment in 
terms and conditions of Government 

72 lakhs is 
disclosed in accounts towards interest and 

2004 (date of 
rther liability as 

observed by Auditors  is not required to be 
provided for by the Corporation as  there 



 

ascertained and provided for by the Company.

15.5 Note 18(h) Grant received from GOK Nil.
  

  

15.6 Note 18(i) Statutory dues payable 
lakh

 a)

 b)

15.7 Note 18(j) Outstanding Liability for expenses 
Rs.5769.37 lakh

 a)
  

ascertained and provided for by the Company.

Note 18(h) Grant received from GOK Nil.
 i) Balance grant receive

Rs.3.42 lakh has been included in Sundry 
Creditors for Trade(Note 17)
 
 

 ii) Refer our observation in paragraph 14.1 
(c) (i) herein above regarding, amount 
payable to supplies of computer.

Note 18(i) Statutory dues payable 
lakh. 
a) The balance is net of debit balance of Rs. 22.25 

lakh in VAT a/c pending reconciliation. As the 
same has not been claimed under GST as per 
transitional provision, it should have been 
expensed with approval of competent authority.

b) The balance is also net of Rs. 16.68 lakh in GST 
A/c, pending reconciliation. The same should 
have been classified as Current Assets (Note 10)

Note 18(j) Outstanding Liability for expenses 
Rs.5769.37 lakh
a) The balance includes:
 i) Rs.1447.73 lakh Guarantee Commission 

ascertained and provided for by the Company.

Note 18(h) Grant received from GOK Nil.
Balance grant receive
Rs.3.42 lakh has been included in Sundry 
Creditors for Trade(Note 17)

Refer our observation in paragraph 14.1 
(c) (i) herein above regarding, amount 
payable to supplies of computer.

Note 18(i) Statutory dues payable 

The balance is net of debit balance of Rs. 22.25 
lakh in VAT a/c pending reconciliation. As the 
same has not been claimed under GST as per 
transitional provision, it should have been 
expensed with approval of competent authority.
The balance is also net of Rs. 16.68 lakh in GST 
A/c, pending reconciliation. The same should 
have been classified as Current Assets (Note 10)

Note 18(j) Outstanding Liability for expenses 
Rs.5769.37 lakh 

The balance includes: 
Rs.1447.73 lakh Guarantee Commission 

ascertained and provided for by the Company. 

Note 18(h) Grant received from GOK Nil. 
Balance grant received for computer of 
Rs.3.42 lakh has been included in Sundry 
Creditors for Trade(Note 17) 

Refer our observation in paragraph 14.1 
(c) (i) herein above regarding, amount 
payable to supplies of computer. 

Note 18(i) Statutory dues payable –Rs. (-) 38.94 

The balance is net of debit balance of Rs. 22.25 
lakh in VAT a/c pending reconciliation. As the 
same has not been claimed under GST as per 
transitional provision, it should have been 
expensed with approval of competent authority.
The balance is also net of Rs. 16.68 lakh in GST 
A/c, pending reconciliation. The same should 
have been classified as Current Assets (Note 10)

Note 18(j) Outstanding Liability for expenses 

Rs.1447.73 lakh Guarantee Commission 
118 

 
d for computer of 

Rs.3.42 lakh has been included in Sundry Note

Refer our observation in paragraph 14.1 
(c) (i) herein above regarding, amount 

 

) 38.94 

The balance is net of debit balance of Rs. 22.25 
lakh in VAT a/c pending reconciliation. As the 
same has not been claimed under GST as per 
transitional provision, it should have been 
expensed with approval of competent authority. 

Note 18(i)
 

The balance is also net of Rs. 16.68 lakh in GST 
A/c, pending reconciliation. The same should 
have been classified as Current Assets (Note 10) 

 

Note 18(j) Outstanding Liability for expenses  

 
Rs.1447.73 lakh Guarantee Commission 

is  no such provision in the  terms and 
conditions of the Government order.
 

 
Note-18 (h) 

Noted. Rs. 3.42 L
unspent balance towards Grant given by 
Government for purchase of Computers. 
However this will be adjusted against t
supply of Computer during 2018
Same reply as furnished to 14.1 © (i)

 
 

 

Note 18(i) Afte
Account appropriate entries will be passed 
during 2018

It will be class
during 2018

 

 
 As 

is  no such provision in the  terms and 
conditions of the Government order.

Noted. Rs. 3.42 L
unspent balance towards Grant given by 
Government for purchase of Computers. 
However this will be adjusted against t
supply of Computer during 2018
Same reply as furnished to 14.1 © (i)

After the reconciliation of the VAT 
Account appropriate entries will be passed 
during 2018-19. 

It will be classified as current assets 
during 2018-19. 

As observed by Auditors, the interest, if 

is  no such provision in the  terms and 
conditions of the Government order.

Noted. Rs. 3.42 Lakhs represents the 
unspent balance towards Grant given by 
Government for purchase of Computers. 
However this will be adjusted against t
supply of Computer during 2018-19.
Same reply as furnished to 14.1 © (i)

r the reconciliation of the VAT 
Account appropriate entries will be passed 

ified as current assets 

observed by Auditors, the interest, if 

 
is  no such provision in the  terms and 
conditions of the Government order. 

represents the 
unspent balance towards Grant given by 
Government for purchase of Computers. 
However this will be adjusted against the 

19. 
Same reply as furnished to 14.1 © (i). 

r the reconciliation of the VAT 
Account appropriate entries will be passed 

ified as current assets 

observed by Auditors, the interest, if 



 

  

  

 b)

for the year 2013
Government of Karnataka.
Intere
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 has not been 
ascertained and provided for by the 
Company 
in the absence of necessary details

 ii) Rs. 35.
the years  1995
salary of Rs. 19.42 lakh relating to the year 
2012
Government account / Staff Welfare Fund.

 iii) Rs. 248.92 lakh being rent payable to 
Education department remaining unpaid 
since September 2005, stated to be 
pending 
Consequential effect not ascertained.

b) Liability for bonus for 2014
Payment of Bonus (Amendment) Act, 2015 
(effective from 01.04.2014) has not been 
ascertained and provid
amount could not be quantified in the absence of 
necessary information.

for the year 2013-14 to 2017
Government of Karnataka.
Interest for non/
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 has not been 
ascertained and provided for by the 
Company - amount could not be quantified 
in the absence of necessary details
Rs. 35.26 lakh unpaid bonus relating to  
the years  1995-96 & 1997
salary of Rs. 19.42 lakh relating to the year 
2012-13, are pending transfer to 
Government account / Staff Welfare Fund.
Rs. 248.92 lakh being rent payable to 
Education department remaining unpaid 
since September 2005, stated to be 
pending final settlement as to the rate 
Consequential effect not ascertained.

Liability for bonus for 2014
Payment of Bonus (Amendment) Act, 2015 
(effective from 01.04.2014) has not been 
ascertained and provided for by the Company 
amount could not be quantified in the absence of 
necessary information. 

14 to 2017-18 payable to 
Government of Karnataka. 

n/delayed payment of 
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 has not been 
ascertained and provided for by the 

amount could not be quantified 
in the absence of necessary details. 

26 lakh unpaid bonus relating to  
96 & 1997-98 and unpaid 

salary of Rs. 19.42 lakh relating to the year 
13, are pending transfer to 

Government account / Staff Welfare Fund.
Rs. 248.92 lakh being rent payable to 
Education department remaining unpaid 
since September 2005, stated to be 

final settlement as to the rate 
Consequential effect not ascertained.

Liability for bonus for 2014-15 to 2017-18 as per 
Payment of Bonus (Amendment) Act, 2015 
(effective from 01.04.2014) has not been 

ed for by the Company 
amount could not be quantified in the absence of 
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18 payable to 

delayed payment of 
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 has not been 
ascertained and provided for by the 

amount could not be quantified 
 

Note 18(j)

26 lakh unpaid bonus relating to  
98 and unpaid 

salary of Rs. 19.42 lakh relating to the year 
13, are pending transfer to 

Government account / Staff Welfare Fund. 

 

Rs. 248.92 lakh being rent payable to 
Education department remaining unpaid 
since September 2005, stated to be 

final settlement as to the rate - 
Consequential effect not ascertained. 

 

18 as per 
Payment of Bonus (Amendment) Act, 2015 
(effective from 01.04.2014) has not been 

ed for by the Company -
amount could not be quantified in the absence of 

 

Note 18(j) any,
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 will be ascertained 
and provided for by the Corporation in the 
year 2018

The observation made by the Auditors is 
noted. Action will be
Corporation to withdraw t
made in the books in respect of 
bonus and salary in the year 2018
The observation is noted.

Action will be taken to calculate the 
liability of bonus as per the pay
Bonus (Amendment) Act, 
period 2014
for in

any, for non/delayed payment of guarantee 
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 will be ascertained 
and provided for by the Corporation in the 
year 2018-19. 

The observation made by the Auditors is 
noted. Action will be
Corporation to withdraw t
made in the books in respect of 
bonus and salary in the year 2018
The observation is noted.

Action will be taken to calculate the 
liability of bonus as per the pay
Bonus (Amendment) Act, 
period 2014-15 to 2017
for in the books in 2018

delayed payment of guarantee 
commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 will be ascertained 
and provided for by the Corporation in the 

The observation made by the Auditors is 
noted. Action will be taken by the 
Corporation to withdraw the provision 
made in the books in respect of 
bonus and salary in the year 2018-
The observation is noted. 

Action will be taken to calculate the 
liability of bonus as per the pay
Bonus (Amendment) Act, 2015 for th

15 to 2017-18 and provided 
the books in 2018-19. 

 
delayed payment of guarantee 

commission as per provisions of 
Karnataka Government Guarantee 
Commission Act, 1999 will be ascertained 
and provided for by the Corporation in the 

The observation made by the Auditors is 
taken by the 

he provision 
made in the books in respect of unpaid 

-19. 

Action will be taken to calculate the 
liability of bonus as per the payment of 

2015 for the 
provided 



 

 c)

  

 d)

16. Note 19 
Other Advances 
Rs.16855.05

c) i) Storages and handling charges payable to 
Central/State Warehousing Corporation 
found to have not been ascertained and 
provided for. As informed to us bills 
aggregating Rs.416.69 lakh relating to 9 
districts are under process 
on 31.03.2018.Consequently liability and 
expenses are understated by the like 
amount.

 ii) We are also informed that in a few 
districts, rate for rent/storage charges 
payable to APMC/KSWC 
agreed upon 
ascertained.

d) We have also observed that while no provision 
has been made for salary arrears/difference of 
Rs.48.93 lakh paid after the year end, liability 
for contributi
provided in excess by Rs.23.54 lakh (net) and 
Rs.5.03. lakh respectively.
 

Note 19 - Other Current Liabilities:
Other Advances 
Rs.16855.05. lakh

Storages and handling charges payable to 
Central/State Warehousing Corporation 
found to have not been ascertained and 
provided for. As informed to us bills 
aggregating Rs.416.69 lakh relating to 9 
districts are under process 
on 31.03.2018.Consequently liability and 
expenses are understated by the like 
amount. 
We are also informed that in a few 
districts, rate for rent/storage charges 
payable to APMC/KSWC 
agreed upon – Consequential effect not 
ascertained. 

We have also observed that while no provision 
has been made for salary arrears/difference of 
Rs.48.93 lakh paid after the year end, liability 
for contribution to PF and property tax has been 
provided in excess by Rs.23.54 lakh (net) and 
Rs.5.03. lakh respectively.

Other Current Liabilities:
Other Advances – received against purchase 

. lakh 

Storages and handling charges payable to 
Central/State Warehousing Corporation 
found to have not been ascertained and 
provided for. As informed to us bills 
aggregating Rs.416.69 lakh relating to 9 
districts are under process for payment as 
on 31.03.2018.Consequently liability and 
expenses are understated by the like 

We are also informed that in a few 
districts, rate for rent/storage charges 
payable to APMC/KSWC are yet to be 

Consequential effect not 

We have also observed that while no provision 
has been made for salary arrears/difference of 
Rs.48.93 lakh paid after the year end, liability 

on to PF and property tax has been 
provided in excess by Rs.23.54 lakh (net) and 
Rs.5.03. lakh respectively. 

Other Current Liabilities: 
received against purchase 
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Storages and handling charges payable to 
Central/State Warehousing Corporation 
found to have not been ascertained and 
provided for. As informed to us bills 
aggregating Rs.416.69 lakh relating to 9 

for payment as 
on 31.03.2018.Consequently liability and 
expenses are understated by the like 

 

We are also informed that in a few 
districts, rate for rent/storage charges 

are yet to be 
Consequential effect not 

 

We have also observed that while no provision 
has been made for salary arrears/difference of 
Rs.48.93 lakh paid after the year end, liability 

on to PF and property tax has been 
provided in excess by Rs.23.54 lakh (net) and 

 

received against purchase Note 19
 

The correct amount of storage and 
Handling Charges payable to Central/State 
Ware Housing Corporation for the MSPO
has not been ascertained by the 
Corporat
not been made in the accounts. Once the 
correct amount is ascertained, the same 
will be paid/provided for in the books.

Audit observation is noted.

The observation made by the Auditors is 
factual.

 
Note 19 

It is submitted here that Balance 
unadjusted amount of advance Rs. 85500 
Lakhs given by Government under

The correct amount of storage and 
Handling Charges payable to Central/State 
Ware Housing Corporation for the MSPO
has not been ascertained by the 
Corporation and hence the provision has 
not been made in the accounts. Once the 
correct amount is ascertained, the same 
will be paid/provided for in the books.

Audit observation is noted.

The observation made by the Auditors is 
factual. 

It is submitted here that Balance 
unadjusted amount of advance Rs. 85500 
Lakhs given by Government under

The correct amount of storage and 
Handling Charges payable to Central/State 
Ware Housing Corporation for the MSPO
has not been ascertained by the 

ion and hence the provision has 
not been made in the accounts. Once the 
correct amount is ascertained, the same 
will be paid/provided for in the books.

Audit observation is noted. 

The observation made by the Auditors is 

It is submitted here that Balance 
unadjusted amount of advance Rs. 85500 
Lakhs given by Government under

 
The correct amount of storage and 
Handling Charges payable to Central/State 
Ware Housing Corporation for the MSPO 
has not been ascertained by the 

ion and hence the provision has 
not been made in the accounts. Once the 
correct amount is ascertained, the same 
will be paid/provided for in the books. 

The observation made by the Auditors is 

It is submitted here that Balance 
unadjusted amount of advance Rs. 85500 
Lakhs given by Government under 



 

 a)

 b)

17. Note 21 Revenue from Operations
17.1  

  

17.2 Other Operating Revenue
 a)

a) Includes amount received from Government of 
Rs. 6,272.11 lakh (out of Rs. 85,500 lakh) under
Annabhagya Scheme and Rs. 4,852.18 l
under Anilabhagya Scheme pending adjustment.

b) Refer our observ
regarding advance of Rs. 449.47 lakh received 
netted against Other Advances.
 

Note 21 Revenue from Operations
 i) Sale of products under broad heads has not 

been disclosed. However, details of sales 
disclo
to in Note 40.

 ii) The breakup of Other Opening Revenue 
have not
General Instruction 7 in Division II of 
Schedule III to the Act.

Other Operating Revenue
a) Differential Cost

PDS Commodities 
Differential cost found to have been not been 
accounted properly in 4 District Offices resulting 
in short claim (net) of Rs. 469.95 lakh. 

Includes amount received from Government of 
Rs. 6,272.11 lakh (out of Rs. 85,500 lakh) under
Annabhagya Scheme and Rs. 4,852.18 l
under Anilabhagya Scheme pending adjustment.

Refer our observation in paragraph 10.7 
regarding advance of Rs. 449.47 lakh received 
netted against Other Advances.

Note 21 Revenue from Operations
Sale of products under broad heads has not 
been disclosed. However, details of sales 
disclosed in Part 3 of Annexure 
to in Note 40. 
The breakup of Other Opening Revenue 
have not been disclosed in terms of 
General Instruction 7 in Division II of 
Schedule III to the Act.

Other Operating Revenue 
Differential Cost 
PDS Commodities  
Differential cost found to have been not been 
accounted properly in 4 District Offices resulting 
in short claim (net) of Rs. 469.95 lakh. 

Includes amount received from Government of 
Rs. 6,272.11 lakh (out of Rs. 85,500 lakh) under
Annabhagya Scheme and Rs. 4,852.18 l
under Anilabhagya Scheme pending adjustment.

ation in paragraph 10.7 
regarding advance of Rs. 449.47 lakh received 
netted against Other Advances. 

Note 21 Revenue from Operations: 
Sale of products under broad heads has not 
been disclosed. However, details of sales 

sed in Part 3 of Annexure -4 referred 

The breakup of Other Opening Revenue 
been disclosed in terms of 

General Instruction 7 in Division II of 
Schedule III to the Act. 

Differential cost found to have been not been 
accounted properly in 4 District Offices resulting 
in short claim (net) of Rs. 469.95 lakh. 
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Includes amount received from Government of 
Rs. 6,272.11 lakh (out of Rs. 85,500 lakh) under 
Annabhagya Scheme and Rs. 4,852.18 lakh 
under Anilabhagya Scheme pending adjustment.  

 

ation in paragraph 10.7 
regarding advance of Rs. 449.47 lakh received 

 

 
Sale of products under broad heads has not 
been disclosed. However, details of sales 

4 referred 
Note 21

The breakup of Other Opening Revenue 
been disclosed in terms of 

General Instruction 7 in Division II of 

 

 

Differential cost found to have been not been 
accounted properly in 4 District Offices resulting 
in short claim (net) of Rs. 469.95 lakh. 

 

 Annabhagya scheme has been adjusted 
during 2018
Government.  Remaining amount of Rs. 
4852.18 lakhs has been utilising during 
2018

 
 

Note 21 
The observation is noted

This will be complied 
19.

 
It is a fact that 4 district offices of the 
Corporation has accounted short claim of 
differential cost (net) of Rs. 469
In this regard, it is mentioned that  it is 
cautioned the concerned

Annabhagya scheme has been adjusted 
during 2018-19 against UC’s  given by 
Government.  Remaining amount of Rs. 
4852.18 lakhs has been utilising during 
2018-19 for Anilabhagya Scheme 

It is Noted

The observation is noted

This will be complied 
19. 

It is a fact that 4 district offices of the 
Corporation has accounted short claim of 
differential cost (net) of Rs. 469
In this regard, it is mentioned that  it is 
cautioned the concerned

Annabhagya scheme has been adjusted 
19 against UC’s  given by 

Government.  Remaining amount of Rs. 
4852.18 lakhs has been utilising during 

19 for Anilabhagya Scheme 
It is Noted 

The observation is noted. 

This will be complied with during 2018

It is a fact that 4 district offices of the 
Corporation has accounted short claim of 
differential cost (net) of Rs. 469-
In this regard, it is mentioned that  it is 
cautioned the concerned District Managers  

 
Annabhagya scheme has been adjusted 

19 against UC’s  given by 
Government.  Remaining amount of Rs. 
4852.18 lakhs has been utilising during 

19 for Anilabhagya Scheme  

with during 2018-

It is a fact that 4 district offices of the 
Corporation has accounted short claim of 

-95 lakh. 
In this regard, it is mentioned that  it is 

District Managers  



 

 b)
  

  

  

Consequently Other Advanc
income is understated by the like amount.

b) Recovery of cost of shortages 
 i) Includes penalty on stock shortage Rs. 

77.62 lakh except Rs. 4.60 lakh in few 
districts which have included it in Penalty 
Receipts (disclosed under Other non
operating Income) as in previous year.

 ii) The amount included recovery towards 
driage (relating to year 2013
16) of Rs.121.60 lakh (in one DO) in terms 
of decision taken by the Board of 
Directors during the year to recover from 
staff driage (of paddy) in excess of 1% 
only.

 iii) Two of the District Offices (DO) which 
had accounted the recovery towards driage 
at 1 ½ times in earlier years have reversed 
the difference during the year. While one 
of the DO has debited Rs. 41.22 lakh to 
Recovery of cost of shortag

Consequently Other Advanc
income is understated by the like amount.

Recovery of cost of shortages 
Includes penalty on stock shortage Rs. 
77.62 lakh except Rs. 4.60 lakh in few 
districts which have included it in Penalty 
Receipts (disclosed under Other non
operating Income) as in previous year.
The amount included recovery towards 
driage (relating to year 2013
16) of Rs.121.60 lakh (in one DO) in terms 
of decision taken by the Board of 
Directors during the year to recover from 
staff driage (of paddy) in excess of 1% 
only. 
Two of the District Offices (DO) which 
had accounted the recovery towards driage 
at 1 ½ times in earlier years have reversed 
the difference during the year. While one 
of the DO has debited Rs. 41.22 lakh to 
Recovery of cost of shortag

Consequently Other Advances (Note 10) and 
income is understated by the like amount. 

Recovery of cost of shortages Rs. 342.91 lakh.
Includes penalty on stock shortage Rs. 
77.62 lakh except Rs. 4.60 lakh in few 
districts which have included it in Penalty 
Receipts (disclosed under Other non
operating Income) as in previous year.
The amount included recovery towards 
driage (relating to year 2013-14 to 2015
16) of Rs.121.60 lakh (in one DO) in terms 
of decision taken by the Board of 
Directors during the year to recover from 
staff driage (of paddy) in excess of 1% 

Two of the District Offices (DO) which 
had accounted the recovery towards driage 
at 1 ½ times in earlier years have reversed 
the difference during the year. While one 
of the DO has debited Rs. 41.22 lakh to 
Recovery of cost of shortage other has 

122 

es (Note 10) and 
 

Rs. 342.91 lakh.  
Includes penalty on stock shortage Rs. 
77.62 lakh except Rs. 4.60 lakh in few 
districts which have included it in Penalty 
Receipts (disclosed under Other non-
operating Income) as in previous year. 

 

The amount included recovery towards 
14 to 2015-

16) of Rs.121.60 lakh (in one DO) in terms 
of decision taken by the Board of 
Directors during the year to recover from 
staff driage (of paddy) in excess of 1% 

 

Two of the District Offices (DO) which 
had accounted the recovery towards driage 
at 1 ½ times in earlier years have reversed 
the difference during the year. While one 
of the DO has debited Rs. 41.22 lakh to 

e other has 

 

and concerned officials not to do this type 
of mistakes  and strictly informed that care 
should be taken in future not occur the 
mistake in claiming and accounting the 
differential cost  in the books
 
The observation is noted.

The observat

The observation is noted.

and concerned officials not to do this type 
of mistakes  and strictly informed that care 
should be taken in future not occur the 
mistake in claiming and accounting the 
differential cost  in the books

The observation is noted.

The observation is noted.

The observation is noted.

and concerned officials not to do this type 
of mistakes  and strictly informed that care 
should be taken in future not occur the 
mistake in claiming and accounting the 
differential cost  in the books. 

The observation is noted. 

ion is noted. 

The observation is noted. 

 
and concerned officials not to do this type 
of mistakes  and strictly informed that care 
should be taken in future not occur the 
mistake in claiming and accounting the 



 

18. Note 
18.1 Other income has not been classified as Interest 

income and Other non operating income as per Note 5 
in Part

18.2 a)
  

  
b)

debited Rs. 15.77 lakh to Excess/short 
provision account (which has been 
adjusted in Retained Earnings as Prior 
period items 
amount reversed is found to include stock 
shortage which is recoverable at 1 ½ times 
cost. As
quantified, consequential effect not 
ascertainable.
 

Note 22 – Other Income
Other income has not been classified as Interest 
income and Other non operating income as per Note 5 
in Part B, Division II of Schedule III of the Act.
a) a) Penalty Receipts Rs. 9.46 lakh
 Refer paragraph 17.2 (b) (i) regarding change in 

presentation of penalty on stock shortages.
 
b) 

 
Forfeited gratuity Rs. 
Represents amount recovered not adjusted 
against dues of the concerned employee and 
hence income is overstated by Rs. 

debited Rs. 15.77 lakh to Excess/short 
provision account (which has been 
adjusted in Retained Earnings as Prior 
period items – Refer Note 31). Further 
amount reversed is found to include stock 
shortage which is recoverable at 1 ½ times 
cost. As excess reversal is yet to be 
quantified, consequential effect not 
ascertainable. 

Other Income 
Other income has not been classified as Interest 
income and Other non operating income as per Note 5 

B, Division II of Schedule III of the Act.
a) Penalty Receipts Rs. 9.46 lakh
Refer paragraph 17.2 (b) (i) regarding change in 
presentation of penalty on stock shortages.

eited gratuity Rs. 0.54 lakh
Represents amount recovered not adjusted 
against dues of the concerned employee and 
hence income is overstated by Rs. 

debited Rs. 15.77 lakh to Excess/short 
provision account (which has been 
adjusted in Retained Earnings as Prior 

Refer Note 31). Further 
amount reversed is found to include stock 
shortage which is recoverable at 1 ½ times 

excess reversal is yet to be 
quantified, consequential effect not 

Other income has not been classified as Interest 
income and Other non operating income as per Note 5 

B, Division II of Schedule III of the Act.
a) Penalty Receipts Rs. 9.46 lakh 
Refer paragraph 17.2 (b) (i) regarding change in 
presentation of penalty on stock shortages.

0.54 lakh 
Represents amount recovered not adjusted 
against dues of the concerned employee and 
hence income is overstated by Rs. 0.54 lakh.
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debited Rs. 15.77 lakh to Excess/short 
provision account (which has been 
adjusted in Retained Earnings as Prior 

Refer Note 31). Further 
amount reversed is found to include stock 
shortage which is recoverable at 1 ½ times 

excess reversal is yet to be 
quantified, consequential effect not 

 
Other income has not been classified as Interest 
income and Other non operating income as per Note 5 

B, Division II of Schedule III of the Act. 

 
Note

 
Refer paragraph 17.2 (b) (i) regarding change in 
presentation of penalty on stock shortages. 

 

Represents amount recovered not adjusted 
against dues of the concerned employee and 

0.54 lakh. 

 

 

Note-22 
This will be complied with during 2018
19.

Noted.
 

One employee of the Corporation, due to 
regular unauthorized absent was dismissed 
from service 
to be forfeited by Management. 
Accordingly, the Gratuity due to empl
is forfeited and credited 
Expenditure account, as there was no 
shortage in 

This will be complied with during 2018
19. 

Noted. 

One employee of the Corporation, due to 
regular unauthorized absent was dismissed 
from service and recommended is gratuity 
to be forfeited by Management. 
Accordingly, the Gratuity due to empl
is forfeited and credited 
Expenditure account, as there was no 
shortage in his name.

This will be complied with during 2018

One employee of the Corporation, due to 
regular unauthorized absent was dismissed 

and recommended is gratuity 
to be forfeited by Management. 
Accordingly, the Gratuity due to empl
is forfeited and credited to Income and 
Expenditure account, as there was no 

is name. 

 

This will be complied with during 2018-

One employee of the Corporation, due to 
regular unauthorized absent was dismissed 

and recommended is gratuity 
to be forfeited by Management. 
Accordingly, the Gratuity due to employee 

to Income and 
Expenditure account, as there was no 



 

 c)

19. Purchase of Stock in Trade 
Accounting Policy regarding procurement of Ragi 
under MSP for 2017
3.15 (a) on Accounts.

20. Note 
20.1 For reason stated in paragraph 13.1 (a) & 15.7 (d) 

herein above salary, contribution to gratuity fund & 
employee leave encashment are understated by Rs. 
48.93 lakh, Rs. 8.24and Rs. 
and contribution to provident fund over stated by Rs. 
23.54 lakh.

20.2 a)

c) Other Income Rs. 393.70 lakh 
Includes Rs. 21.54 la
Advance account in few District Offices stated 
to be on account of non
towards Transport Charges against expenditure 
in earlier years. This should have been 
considered as Prior period error and adjusted 
against Retained Earnings
 

Purchase of Stock in Trade 
Accounting Policy regarding procurement of Ragi 
under MSP for 2017
3.15 (a) on Accounts.

Note 25 – Employee benefit expenses:
For reason stated in paragraph 13.1 (a) & 15.7 (d) 
herein above salary, contribution to gratuity fund & 
employee leave encashment are understated by Rs. 
48.93 lakh, Rs. 8.24and Rs. 
and contribution to provident fund over stated by Rs. 
23.54 lakh. 
a) No provision in the account has been made for 

pension & leave salary contribution payable 
relating to the Managing Director and other 

Other Income Rs. 393.70 lakh 
Includes Rs. 21.54 lakh being credit balance in 
Advance account in few District Offices stated 
to be on account of non
towards Transport Charges against expenditure 
in earlier years. This should have been 
considered as Prior period error and adjusted 

nst Retained Earnings

Purchase of Stock in Trade  
Accounting Policy regarding procurement of Ragi 
under MSP for 2017-18 has not been disclosed in Note 
3.15 (a) on Accounts. 

Employee benefit expenses:
For reason stated in paragraph 13.1 (a) & 15.7 (d) 
herein above salary, contribution to gratuity fund & 
employee leave encashment are understated by Rs. 
48.93 lakh, Rs. 8.24and Rs. 91.57 lakh res
and contribution to provident fund over stated by Rs. 

No provision in the account has been made for 
pension & leave salary contribution payable 
relating to the Managing Director and other 

Other Income Rs. 393.70 lakh  
kh being credit balance in 

Advance account in few District Offices stated 
to be on account of non-adjustment of receipt 
towards Transport Charges against expenditure 
in earlier years. This should have been 
considered as Prior period error and adjusted 

nst Retained Earnings. 

Accounting Policy regarding procurement of Ragi 
18 has not been disclosed in Note 

Employee benefit expenses: 
For reason stated in paragraph 13.1 (a) & 15.7 (d) 
herein above salary, contribution to gratuity fund & 
employee leave encashment are understated by Rs. 

91.57 lakh respectively 
and contribution to provident fund over stated by Rs. 

No provision in the account has been made for 
pension & leave salary contribution payable 
relating to the Managing Director and other 
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kh being credit balance in 
Advance account in few District Offices stated 

adjustment of receipt 
towards Transport Charges against expenditure 
in earlier years. This should have been 
considered as Prior period error and adjusted 

 

Accounting Policy regarding procurement of Ragi 
18 has not been disclosed in Note 

Note 3.15

 
For reason stated in paragraph 13.1 (a) & 15.7 (d) 
herein above salary, contribution to gratuity fund & 
employee leave encashment are understated by Rs. -

pectively 
and contribution to provident fund over stated by Rs. 

Note 
 

No provision in the account has been made for 
pension & leave salary contribution payable 
relating to the Managing Director and other 

 

The observation is noted 
guidance.

 
Note 3.15 

The observation is

 
 

Note 25 
The observation is noted.

As observed by Auditors, it is submitted 
that as the duration of service 
Managing Directors 

The observation is noted 
guidance. 

The observation is 

The observation is noted.

As observed by Auditors, it is submitted 
that as the duration of service 
Managing Directors 

The observation is noted for future 

 noted. 

The observation is noted. 

As observed by Auditors, it is submitted 
that as the duration of service rendered by 
Managing Directors and other employees 

 
for future 

As observed by Auditors, it is submitted 
rendered by 

er employees 



 

 b)

20.3 a)

 b)

  

  

  

21. Note 26 Finance Cost
Interest to bank does not include interest o
2,674.86 lakh (on cash credit 

employees on deputation to the Company 
amount not ascertainable.

b) No adjustment in the accounts has been made for 
superannuation fund contribution receivable 
from other organisations relating to employees 
deputed f
ascertainable.

a) In Note 25.1 Expected return on plan asset 
has not been disclosed.

b) Following disclosures as per Ind AS 19 
Employee benefit have not been made.

 i) Quantitative sensitive analysis for 
significant actuarial valuation.

 ii) Maturity profile (expected payment of 
contribution) for Defined benefit 
obligation

 iii) Future cash flows
 

Note 26 Finance Cost
Interest to bank does not include interest o
2,674.86 lakh (on cash credit 

employees on deputation to the Company 
amount not ascertainable. 

No adjustment in the accounts has been made for 
superannuation fund contribution receivable 
from other organisations relating to employees 
deputed from the company 
ascertainable. 

In Note 25.1 Expected return on plan asset 
has not been disclosed. 
Following disclosures as per Ind AS 19 
Employee benefit have not been made.

Quantitative sensitive analysis for 
significant actuarial valuation.
Maturity profile (expected payment of 
contribution) for Defined benefit 
obligation. 
Future cash flows 

Note 26 Finance Cost: 
Interest to bank does not include interest o
2,674.86 lakh (on cash credit 

employees on deputation to the Company 
 

No adjustment in the accounts has been made for 
superannuation fund contribution receivable 
from other organisations relating to employees 

rom the company – amount not 

In Note 25.1 Expected return on plan asset 

Following disclosures as per Ind AS 19 
Employee benefit have not been made. 

Quantitative sensitive analysis for 
significant actuarial valuation. 
Maturity profile (expected payment of 
contribution) for Defined benefit 

Interest to bank does not include interest of Rs. 
2,674.86 lakh (on cash credit – working capital) 
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employees on deputation to the Company – 

No adjustment in the accounts has been made for 
superannuation fund contribution receivable 
from other organisations relating to employees 

amount not 

 

In Note 25.1 Expected return on plan asset  

Following disclosures as per Ind AS 19  

Quantitative sensitive analysis for  
Note 25.1

Maturity profile (expected payment of 
contribution) for Defined benefit 

 

 

f Rs. -
working capital) 

 
Note 26

of the Corporation
receipt of terms an
Government, it could not be ascertained 
and made provision in the books of 
accounts.
In this regard, it is submitted here that as 
there was no contribution towards 
Superannuation received from 
Government during 2017
employees deputed from the Corporation, 
no adjustment has been 
 

 

Note 25.1 
The Audit observation made by the 
Auditors is noted.
 

 

Note 26 
The fact as 
disclosed in 2018

of the Corporation 
receipt of terms an
Government, it could not be ascertained 
and made provision in the books of 
accounts. 
In this regard, it is submitted here that as 
there was no contribution towards 
Superannuation received from 
Government during 2017
employees deputed from the Corporation, 
no adjustment has been 

The Audit observation made by the 
Auditors is noted. 

The fact as observed by Auditors wil
disclosed in 2018-19.

 is very less and also not 
receipt of terms and condition
Government, it could not be ascertained 
and made provision in the books of 

In this regard, it is submitted here that as 
there was no contribution towards 
Superannuation received from 
Government during 2017-18 in respect of 
employees deputed from the Corporation, 
no adjustment has been made in the books.

The Audit observation made by the 
 

observed by Auditors wil
19. 

 
is very less and also not 

d conditions from 
Government, it could not be ascertained 
and made provision in the books of 

In this regard, it is submitted here that as 
there was no contribution towards 
Superannuation received from 

18 in respect of 
employees deputed from the Corporation, 

made in the books. 

The Audit observation made by the 

observed by Auditors will 



 

claimed from Government of Karnataka. This has not 
been disclosed in Notes on Accounts though included 
in Interest Paid disclosed in Cash Flow Statement.
 

22. Note 
22.1 Payment to Statutory auditors Rs.5.70 lakh

The amount represents fee for statutory audit. 
However, GST on audit fee 2016
has been included in

  
  

for.
22.2 Vehicle Maintenance

Includes fuel expenditure of Rs. 
lakh in 2016
2.66 lakh (Rs. 2.07 lakh 
subject to ratification by the Board/Government.

22.3 Travelling Expenses
The balance is net of Rs.4.15 lakh Income tax 
adjustment being excess provision relating to earlier 
year wrongly cred
observation in paragraph 22.5 herein below also

22.4 Office/Godown Expenses
 a)

claimed from Government of Karnataka. This has not 
been disclosed in Notes on Accounts though included 
in Interest Paid disclosed in Cash Flow Statement.
 
Note 27- Other Expenses
Payment to Statutory auditors Rs.5.70 lakh
The amount represents fee for statutory audit. 
However, GST on audit fee 2016
has been included in
 Legal & Professional Charges. Further, GST on audit
 fee for 2017-18 (Rs.1.13 lakh)
for. 
Vehicle Maintenance
Includes fuel expenditure of Rs. 
lakh in 2016-17) incurred by Minister’s Office and Rs. 
2.66 lakh (Rs. 2.07 lakh 
subject to ratification by the Board/Government.
Travelling Expenses
The balance is net of Rs.4.15 lakh Income tax 
adjustment being excess provision relating to earlier 
year wrongly cred
observation in paragraph 22.5 herein below also
Office/Godown Expenses
a) Includes Rs.0.90 lakh for CCTV at guest house 

used by Managing Director as residence, which 

claimed from Government of Karnataka. This has not 
been disclosed in Notes on Accounts though included 
in Interest Paid disclosed in Cash Flow Statement.

Other Expenses: 
Payment to Statutory auditors Rs.5.70 lakh
The amount represents fee for statutory audit. 
However, GST on audit fee 2016
has been included in 
Legal & Professional Charges. Further, GST on audit

18 (Rs.1.13 lakh)

Vehicle Maintenance 
Includes fuel expenditure of Rs. 

17) incurred by Minister’s Office and Rs. 
2.66 lakh (Rs. 2.07 lakh in 2016
subject to ratification by the Board/Government.
Travelling Expenses 
The balance is net of Rs.4.15 lakh Income tax 
adjustment being excess provision relating to earlier 
year wrongly credited to TA to Directors (refer our 
observation in paragraph 22.5 herein below also
Office/Godown Expenses 

Includes Rs.0.90 lakh for CCTV at guest house 
used by Managing Director as residence, which 

claimed from Government of Karnataka. This has not 
been disclosed in Notes on Accounts though included 
in Interest Paid disclosed in Cash Flow Statement.

Payment to Statutory auditors Rs.5.70 lakh 
The amount represents fee for statutory audit. 
However, GST on audit fee 2016-17 of Rs. 1.13 lakh 

Legal & Professional Charges. Further, GST on audit
18 (Rs.1.13 lakh) has not been provided 

Includes fuel expenditure of Rs. 2.29 lakh (Rs. 1.89 
17) incurred by Minister’s Office and Rs. 

in 2016-17) for minister’s car 
subject to ratification by the Board/Government.

The balance is net of Rs.4.15 lakh Income tax 
adjustment being excess provision relating to earlier 

ited to TA to Directors (refer our 
observation in paragraph 22.5 herein below also

Includes Rs.0.90 lakh for CCTV at guest house 
used by Managing Director as residence, which 

126 

claimed from Government of Karnataka. This has not 
been disclosed in Notes on Accounts though included 
in Interest Paid disclosed in Cash Flow Statement. 

The amount represents fee for statutory audit. 
17 of Rs. 1.13 lakh 

Note 

Legal & Professional Charges. Further, GST on audit 
has not been provided 

2.29 lakh (Rs. 1.89 
17) incurred by Minister’s Office and Rs. 

17) for minister’s car 
subject to ratification by the Board/Government. 

 

The balance is net of Rs.4.15 lakh Income tax 
adjustment being excess provision relating to earlier 

ited to TA to Directors (refer our 
observation in paragraph 22.5 herein below also) 

 

 
Includes Rs.0.90 lakh for CCTV at guest house 
used by Managing Director as residence, which 

 

  
 

Note 27 
It is a misclassifica
accounted while feeding in to the 
computer in respect of GST on Statutory 
Audit

 on Audit fee for 2017
 accounted. However, the observation is 

noted for future guidance.
The Audit observation is noted.

The observation is noted.

 
The Audit observation is noted.

It is a misclassifica
accounted while feeding in to the 
computer in respect of GST on Statutory 
Auditors fee for 2016
on Audit fee for 2017
accounted. However, the observation is 
noted for future guidance.
The Audit observation is noted.

The observation is noted.

The Audit observation is noted.

It is a misclassification of 
accounted while feeding in to the 
computer in respect of GST on Statutory 

ors fee for 2016-17.  Further, 
on Audit fee for 2017-18 has not been
accounted. However, the observation is 
noted for future guidance. 
The Audit observation is noted. 

The observation is noted. 

The Audit observation is noted. 

 

tion of amount 
accounted while feeding in to the 
computer in respect of GST on Statutory 

17.  Further, GST 
18 has not been 

accounted. However, the observation is 



 

 b)

22.5 Rates and Taxes:
 a)

 b)

23. Note 28 Exceptional Items:
Details 
disclosed as per Note 7(k) in Part II Division II of 
Schedule III of the Act.
 

in our opinion, r
Board. 

b) Refer our observation in paragraph 4.1 (a) (ii) 
herein above.

Rates and Taxes:
a) Includes Rs.12.50 lakh short provision for 

Income tax re
respect of adjustment for Provision for Income 
tax another entry 
(debited to excess/short provision account) 
treated as Prior year errors and adjusted against 
Retained Earnings. In our opinion
[net of Rs. 4.15 lakh referred to in paragraph 
22.3(a)] should have also been adjusted against 
Retained Earnings (with suitable disclosure 
regarding tax adjustment.

b) Includes excess provision for property
5.03 lakh 
above. 
 

Note 28 Exceptional Items:
Details of items of exceptional nature has not been 
disclosed as per Note 7(k) in Part II Division II of 
Schedule III of the Act.
 

in our opinion, requires to be ratified by the 

Refer our observation in paragraph 4.1 (a) (ii) 
herein above. 

Rates and Taxes: 
Includes Rs.12.50 lakh short provision for 
Income tax relating to earlier years. However, in 
respect of adjustment for Provision for Income 
tax another entry for Rs.12.28 lakh has been 
(debited to excess/short provision account) 
treated as Prior year errors and adjusted against 
Retained Earnings. In our opinion
[net of Rs. 4.15 lakh referred to in paragraph 
22.3(a)] should have also been adjusted against 
Retained Earnings (with suitable disclosure 
regarding tax adjustment. 
Includes excess provision for property
5.03 lakh – refer paragraph 15.7 (d) herein 

Note 28 Exceptional Items: 
of items of exceptional nature has not been 

disclosed as per Note 7(k) in Part II Division II of 
Schedule III of the Act. 

equires to be ratified by the 

Refer our observation in paragraph 4.1 (a) (ii) 

Includes Rs.12.50 lakh short provision for 
lating to earlier years. However, in 

respect of adjustment for Provision for Income 
Rs.12.28 lakh has been 

(debited to excess/short provision account) 
treated as Prior year errors and adjusted against 
Retained Earnings. In our opinion Rs. 8.35 lakh 
[net of Rs. 4.15 lakh referred to in paragraph 
22.3(a)] should have also been adjusted against 
Retained Earnings (with suitable disclosure 

 
Includes excess provision for property 

refer paragraph 15.7 (d) herein 

of items of exceptional nature has not been 
disclosed as per Note 7(k) in Part II Division II of 
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equires to be ratified by the 

Refer our observation in paragraph 4.1 (a) (ii)  

 
Includes Rs.12.50 lakh short provision for 

lating to earlier years. However, in 
respect of adjustment for Provision for Income 

Rs.12.28 lakh has been 
(debited to excess/short provision account) 
treated as Prior year errors and adjusted against 

Rs. 8.35 lakh 
[net of Rs. 4.15 lakh referred to in paragraph 
22.3(a)] should have also been adjusted against 
Retained Earnings (with suitable disclosure 

 

 tax Rs. 
refer paragraph 15.7 (d) herein 

 

of items of exceptional nature has not been 
disclosed as per Note 7(k) in Part II Division II of 

Note 28
 

The Audit observation is noted.

 
The Audit observation is noted.

The Audit observation is noted.

 
Note 28 

 
The Audit observation is 

The Audit observation is noted.

The Audit observation is noted.

The Audit observation is noted.

The Audit observation is 

The Audit observation is noted. 

The Audit observation is noted. 

The Audit observation is noted. 

The Audit observation is noted. 

 



 

24. Items that will not be classified to Income and 
Expenditure Account
-
-

25. Note 

 
25.1 

 
a)

  

 b)

Items that will not be classified to Income and 
Expenditure Account
- Changes in Fair value of FVOCI Rs. 9,467.06 lakh 
- Movement of provision for credit loss has not been 

disclosed. 
 

Note 30 – Disclosure under Ind AS 108:

 
a) 

 
The Company during the year has disclosed only 
two segments viz PDS and Non PDS. It is 
observed that in earlier years, segment n
disclosed as PDS were being shown as 7 
separate segments viz Rice,

  Wheat/Atta, Sugar, Pamoline Oil, Salt, 
Procurement and Other PDS items. However, the 
Company has not explained/disclosed the basis / 
reason for the change.

b) It is also observed that procurement under 
Minimum Support Price (MSP) operation is one 
of the Prime objective/principal activities of the 
Company 
separately.

Items that will not be classified to Income and 
Expenditure Account. 

Changes in Fair value of FVOCI Rs. 9,467.06 lakh 
Movement of provision for credit loss has not been 

Disclosure under Ind AS 108:

The Company during the year has disclosed only 
two segments viz PDS and Non PDS. It is 
observed that in earlier years, segment n
disclosed as PDS were being shown as 7 
separate segments viz Rice,
Wheat/Atta, Sugar, Pamoline Oil, Salt, 

Procurement and Other PDS items. However, the 
Company has not explained/disclosed the basis / 
reason for the change. 

It is also observed that procurement under 
Minimum Support Price (MSP) operation is one 
of the Prime objective/principal activities of the 

 and is being reported to management
separately. 

Items that will not be classified to Income and 

Changes in Fair value of FVOCI Rs. 9,467.06 lakh 
Movement of provision for credit loss has not been 

Disclosure under Ind AS 108: 

The Company during the year has disclosed only 
two segments viz PDS and Non PDS. It is 
observed that in earlier years, segment n
disclosed as PDS were being shown as 7 
separate segments viz Rice, 
Wheat/Atta, Sugar, Pamoline Oil, Salt, 

Procurement and Other PDS items. However, the 
Company has not explained/disclosed the basis / 

It is also observed that procurement under 
Minimum Support Price (MSP) operation is one 
of the Prime objective/principal activities of the 

and is being reported to management
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Items that will not be classified to Income and 

Changes in Fair value of FVOCI Rs. 9,467.06 lakh  
Movement of provision for credit loss has not been 

 

 

The Company during the year has disclosed only 
two segments viz PDS and Non PDS. It is 
observed that in earlier years, segment now 
disclosed as PDS were being shown as 7 

Note 

Wheat/Atta, Sugar, Pamoline Oil, Salt, 
Procurement and Other PDS items. However, the 
Company has not explained/disclosed the basis / 

It is also observed that procurement under 
Minimum Support Price (MSP) operation is one 
of the Prime objective/principal activities of the 

and is being reported to management 

 

Disclosed under note B 
Accounts. However, it is noted for future 
guidance.

 

 
Note 30 

 
Though there were many segments shown 
previously, the Company majorly deals 
with PDS and non PDS commodities. 
Commodities in PDS segment keeps 
changing in line with Government

  Directives and therefore comparing 
figures will be futile when there is no 
product in the giv
segments have been broadly divided into 
PDS and non PDS to give proper 
disclosure.
 

Disclosed under note B 
Accounts. However, it is noted for future 
guidance. 

Though there were many segments shown 
previously, the Company majorly deals 
with PDS and non PDS commodities. 
Commodities in PDS segment keeps 
changing in line with Government
Directives and therefore comparing 
figures will be futile when there is no 
product in the giv
segments have been broadly divided into 
PDS and non PDS to give proper 
disclosure. 

Disclosed under note B – Other Equity in 
Accounts. However, it is noted for future 

Though there were many segments shown 
previously, the Company majorly deals 
with PDS and non PDS commodities. 
Commodities in PDS segment keeps 
changing in line with Government 
Directives and therefore comparing 
figures will be futile when there is no 
product in the given segment. Therefore 
segments have been broadly divided into 
PDS and non PDS to give proper 

 
Other Equity in 

Accounts. However, it is noted for future 

Though there were many segments shown 
previously, the Company majorly deals 
with PDS and non PDS commodities. 
Commodities in PDS segment keeps 

 
Directives and therefore comparing 
figures will be futile when there is no 

en segment. Therefore 
segments have been broadly divided into 
PDS and non PDS to give proper 



 

25.2 Comparative figures of previous year for Total has not 
been disclosed. 

25.3 Following disclosures as Ind AS 108 have been made 
 a)

 b)

26. Note 31 Reconciliation between Previous GAAP & 
Ind AS

26.1 Advances written back Rs. 919.68 lakh 
Sundry Creditors writt
 
advances which are due before 2010
written back. Further, we are informed that Sundry 
Creditors which has shown no movement from 2013
14 till date has also been writt
reserves and surplus (This has not been disclosed in 
the Notes to accounts) We are of the opinion, before 
write back, each item should have been examined to 
ensure that there is no contractual liability for payment 
and/or confirm ce
that credits in Trades Payable, outstanding liability for 
expenses remaining unpaid for over 3 years has not 
been reviewed. Your attention is drawn to our 
observation in paragraph 7.2 (a)(i) & 7.6(a)
above regar

Comparative figures of previous year for Total has not 
been disclosed. 
Following disclosures as Ind AS 108 have been made 
a) Total assets and liabilities for each reportable 

segments. 
b) Information about revenue from external 

customers and major customers.
 

Note 31 Reconciliation between Previous GAAP & 
Ind AS 
Advances written back Rs. 919.68 lakh 
Sundry Creditors writt
 - Attention is drawn to Note 2.1 (viii) that all 
advances which are due before 2010
written back. Further, we are informed that Sundry 
Creditors which has shown no movement from 2013
14 till date has also been writt
reserves and surplus (This has not been disclosed in 
the Notes to accounts) We are of the opinion, before 
write back, each item should have been examined to 
ensure that there is no contractual liability for payment 
and/or confirm ce
that credits in Trades Payable, outstanding liability for 
expenses remaining unpaid for over 3 years has not 
been reviewed. Your attention is drawn to our 
observation in paragraph 7.2 (a)(i) & 7.6(a)
above regarding write back of two items and

Comparative figures of previous year for Total has not 
been disclosed.  
Following disclosures as Ind AS 108 have been made 

Total assets and liabilities for each reportable 
 

Information about revenue from external 
customers and major customers.

Note 31 Reconciliation between Previous GAAP & 

Advances written back Rs. 919.68 lakh 
Sundry Creditors written back Rs. 1,524.67 lakh. 

Attention is drawn to Note 2.1 (viii) that all 
advances which are due before 2010
written back. Further, we are informed that Sundry 
Creditors which has shown no movement from 2013
14 till date has also been written back and adjusted to 
reserves and surplus (This has not been disclosed in 
the Notes to accounts) We are of the opinion, before 
write back, each item should have been examined to 
ensure that there is no contractual liability for payment 
and/or confirm cessation of liability. We also observe 
that credits in Trades Payable, outstanding liability for 
expenses remaining unpaid for over 3 years has not 
been reviewed. Your attention is drawn to our 
observation in paragraph 7.2 (a)(i) & 7.6(a)

ding write back of two items and

Comparative figures of previous year for Total has not 

Following disclosures as Ind AS 108 have been made 
Total assets and liabilities for each reportable 

Information about revenue from external 
customers and major customers. 

Note 31 Reconciliation between Previous GAAP & 

Advances written back Rs. 919.68 lakh  
en back Rs. 1,524.67 lakh. 

Attention is drawn to Note 2.1 (viii) that all 
advances which are due before 2010-11 has been 
written back. Further, we are informed that Sundry 
Creditors which has shown no movement from 2013

en back and adjusted to 
reserves and surplus (This has not been disclosed in 
the Notes to accounts) We are of the opinion, before 
write back, each item should have been examined to 
ensure that there is no contractual liability for payment 

ssation of liability. We also observe 
that credits in Trades Payable, outstanding liability for 
expenses remaining unpaid for over 3 years has not 
been reviewed. Your attention is drawn to our 
observation in paragraph 7.2 (a)(i) & 7.6(a)

ding write back of two items and 
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Comparative figures of previous year for Total has not  

Following disclosures as Ind AS 108 have been made   
Total assets and liabilities for each reportable  

Information about revenue from external  

Note 31 Reconciliation between Previous GAAP &  

en back Rs. 1,524.67 lakh.  
Attention is drawn to Note 2.1 (viii) that all 

11 has been 
written back. Further, we are informed that Sundry 
Creditors which has shown no movement from 2013-

en back and adjusted to 
reserves and surplus (This has not been disclosed in 
the Notes to accounts) We are of the opinion, before 
write back, each item should have been examined to 
ensure that there is no contractual liability for payment 

ssation of liability. We also observe 
that credits in Trades Payable, outstanding liability for 
expenses remaining unpaid for over 3 years has not 
been reviewed. Your attention is drawn to our 
observation in paragraph 7.2 (a)(i) & 7.6(a) herein 

Note 31

 

 
The observations made by the Auditors 
are
 

 

Note 31 As observed by Auditors, it is mentioned 
here that the Corporation has adopted IND 
AS, first time for preparation of Financi
Statements for 2017
period of time, all the 
outstan
over 3 years could not be  
examined/reviewed   and taken decision to 
write back/ provided for in the books  
under IND AS. However, the observation 
made by the Auditors is noted for future 
guidance

The observations made by the Auditors 
are noted. 

As observed by Auditors, it is mentioned 
here that the Corporation has adopted IND 
AS, first time for preparation of Financi
Statements for 2017
period of time, all the 
outstanding liability remaining unpaid for 
over 3 years could not be  
examined/reviewed   and taken decision to 
write back/ provided for in the books  
under IND AS. However, the observation 
made by the Auditors is noted for future 
guidance. 

The observations made by the Auditors 

As observed by Auditors, it is mentioned 
here that the Corporation has adopted IND 
AS, first time for preparation of Financi
Statements for 2017-18. Due to
period of time, all the items including the 

ding liability remaining unpaid for 
over 3 years could not be  
examined/reviewed   and taken decision to 
write back/ provided for in the books  
under IND AS. However, the observation 
made by the Auditors is noted for future 

 

The observations made by the Auditors 

As observed by Auditors, it is mentioned 
here that the Corporation has adopted IND 
AS, first time for preparation of Financial 

to short 
items including the 

ding liability remaining unpaid for 
over 3 years could not be  
examined/reviewed   and taken decision to 
write back/ provided for in the books  
under IND AS. However, the observation 
made by the Auditors is noted for future 



 

 paragraph 14.1 (a) (
balance not written back, which in our opinion is not 
proper

26.2 Prior period items 2016
balance Rs. 319.51 lakh.
Prior period items of 2017
No guideline has been issued to Distric
regarding transactions to be identified as prior period 
items / errors. There is no uniformity in accounting of 
transaction of similar nature. Your attention is drawn 
to our observation in

  
accounts for 2016
(iii), 18.2 (c) & 22.5 (a) herein above regarding 
treatment of few such transactions. 

26.3 Disclosure of pri
Accounting Policies, changes in accounting Estimates 
and Errors has not been made.
 

27. Note 32
 a)

 b)

paragraph 14.1 (a) (
balance not written back, which in our opinion is not 
proper. 
Prior period items 2016
balance Rs. 319.51 lakh.
Prior period items of 2017
No guideline has been issued to Distric
regarding transactions to be identified as prior period 
items / errors. There is no uniformity in accounting of 
transaction of similar nature. Your attention is drawn 
to our observation in
 paragraph 17 in our Audit Report dated 13.12.2017 on 
accounts for 2016
(iii), 18.2 (c) & 22.5 (a) herein above regarding 
treatment of few such transactions. 
Disclosure of pri
Accounting Policies, changes in accounting Estimates 
and Errors has not been made.
 
Note 32– Related Party Disclosure
a) a) Managing Director 

Refer paragraph 20.2 (a)herein above, regarding 
non provision for cont
& Leave Salary.

b) Disclosure inrespect of Independent directors 
and Government related entities not made as per

paragraph 14.1 (a) (iii) regarding old unreconciled 
balance not written back, which in our opinion is not 

Prior period items 2016-17 affecting opening 
balance Rs. 319.51 lakh. 
Prior period items of 2017-18 Rs. 44.50 lakh
No guideline has been issued to Distric
regarding transactions to be identified as prior period 
items / errors. There is no uniformity in accounting of 
transaction of similar nature. Your attention is drawn 
to our observation in 
paragraph 17 in our Audit Report dated 13.12.2017 on 
accounts for 2016-17 and paragraph 7.2 (f), 17.2 (b) 
(iii), 18.2 (c) & 22.5 (a) herein above regarding 
treatment of few such transactions. 
Disclosure of prior period errors as per Ind AS 8 
Accounting Policies, changes in accounting Estimates 
and Errors has not been made. 

Related Party Disclosure
Managing Director  

Refer paragraph 20.2 (a)herein above, regarding 
non provision for contribution towards Pension 
& Leave Salary. 
Disclosure inrespect of Independent directors 
and Government related entities not made as per

iii) regarding old unreconciled 
balance not written back, which in our opinion is not 

17 affecting opening 

18 Rs. 44.50 lakh 
No guideline has been issued to District Offices 
regarding transactions to be identified as prior period 
items / errors. There is no uniformity in accounting of 
transaction of similar nature. Your attention is drawn 

paragraph 17 in our Audit Report dated 13.12.2017 on 
17 and paragraph 7.2 (f), 17.2 (b) 

(iii), 18.2 (c) & 22.5 (a) herein above regarding 
treatment of few such transactions.  

or period errors as per Ind AS 8 
Accounting Policies, changes in accounting Estimates 

Related Party Disclosure 

Refer paragraph 20.2 (a)herein above, regarding 
ribution towards Pension 

Disclosure inrespect of Independent directors 
and Government related entities not made as per
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iii) regarding old unreconciled 
balance not written back, which in our opinion is not 

17 affecting opening 

t Offices 
regarding transactions to be identified as prior period 
items / errors. There is no uniformity in accounting of 
transaction of similar nature. Your attention is drawn 

 

paragraph 17 in our Audit Report dated 13.12.2017 on 
17 and paragraph 7.2 (f), 17.2 (b) 

(iii), 18.2 (c) & 22.5 (a) herein above regarding 

 

or period errors as per Ind AS 8 – 
Accounting Policies, changes in accounting Estimates 

 

 

Refer paragraph 20.2 (a)herein above, regarding 
ribution towards Pension 

 
 

Disclosure inrespect of Independent directors 
and Government related entities not made as per 

Note 32

  

This will be looked in to during 2018
and action will
Auditors.

 

 

 

 

Same reply as furnished 
20.2 (a) above.
 

Note 32 Noted.

This will be looked in to during 2018
and action will be taken as observed by 
Auditors. 

Same reply as furnished 
20.2 (a) above. 

Noted. 

This will be looked in to during 2018
be taken as observed by 

Same reply as furnished under Paragraph 

 

This will be looked in to during 2018-19 
be taken as observed by 

under Paragraph 



 

  

28. Note 
28.1 Details for claims not acknowledged as debt of Rs.

20.95lakh disclosed in Note 
28.2 Attention is drawn to our observation in paragraph 7.7 

(a) regarding claim by PF authorities referred to in 
Note 33.3 on Accounts.

28.3 As in
indemnity bond in favour of HPC

 portion 
had been subleased) to the extent of loss that may be 
incurred by HPCL Ltd and as assessed by both the 
Comp
Authority objects to sublease given, at a later portion 
of time.

28.4 In Note 33.1 (b) on Accounts, reference to Note 10.2 
should be read as Note 10.3.
 

29. Note 35.3 Tax Expens
 

Attention is drawn to Note 11.2 regarding non 
provision for income tax for the year estimated at Rs. 
79.39 lakh.
 

  Ind AS 24 
 

Note 32  – Contingent Liabilities & Commitments
Details for claims not acknowledged as debt of Rs.
20.95lakh disclosed in Note 
Attention is drawn to our observation in paragraph 7.7 
(a) regarding claim by PF authorities referred to in 
Note 33.3 on Accounts.
As informed to us, the Company has executed an 
indemnity bond in favour of HPC
portion land allotted by Urban Development Authority 
had been subleased) to the extent of loss that may be 
incurred by HPCL Ltd and as assessed by both the 
Company and HPC
Authority objects to sublease given, at a later portion 
of time. 
In Note 33.1 (b) on Accounts, reference to Note 10.2 
should be read as Note 10.3.
 
Note 35.3 Tax Expens

 Current Tax 
Attention is drawn to Note 11.2 regarding non 
provision for income tax for the year estimated at Rs. 
79.39 lakh. 
 

Ind AS 24 – Related Party Disclosure.

Contingent Liabilities & Commitments
Details for claims not acknowledged as debt of Rs.
20.95lakh disclosed in Note 33.1 (b) not furnished.
Attention is drawn to our observation in paragraph 7.7 
(a) regarding claim by PF authorities referred to in 
Note 33.3 on Accounts. 

formed to us, the Company has executed an 
indemnity bond in favour of HPC

and allotted by Urban Development Authority 
had been subleased) to the extent of loss that may be 
incurred by HPCL Ltd and as assessed by both the 

any and HPCL Ltd, if the Urban Development 
Authority objects to sublease given, at a later portion 

In Note 33.1 (b) on Accounts, reference to Note 10.2 
should be read as Note 10.3. 

Note 35.3 Tax Expenses  

Attention is drawn to Note 11.2 regarding non 
provision for income tax for the year estimated at Rs. 

Related Party Disclosure. 

Contingent Liabilities & Commitments
Details for claims not acknowledged as debt of Rs.

33.1 (b) not furnished.
Attention is drawn to our observation in paragraph 7.7 
(a) regarding claim by PF authorities referred to in 

formed to us, the Company has executed an 
indemnity bond in favour of HPCL Ltd (to whom

and allotted by Urban Development Authority 
had been subleased) to the extent of loss that may be 
incurred by HPCL Ltd and as assessed by both the 

Ltd, if the Urban Development 
Authority objects to sublease given, at a later portion 

In Note 33.1 (b) on Accounts, reference to Note 10.2 

Attention is drawn to Note 11.2 regarding non 
provision for income tax for the year estimated at Rs. 
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Contingent Liabilities & Commitments:  
Details for claims not acknowledged as debt of Rs. 

33.1 (b) not furnished. Note 
Attention is drawn to our observation in paragraph 7.7 
(a) regarding claim by PF authorities referred to in Note 33.3

formed to us, the Company has executed an 
Ltd (to whom 

 

and allotted by Urban Development Authority 
had been subleased) to the extent of loss that may be 
incurred by HPCL Ltd and as assessed by both the 

Ltd, if the Urban Development 
Authority objects to sublease given, at a later portion 

 

In Note 33.1 (b) on Accounts, reference to Note 10.2 Note 33.1 (b)
Note 10.3.

Attention is drawn to Note 11.2 regarding non 
provision for income tax for the year estimated at Rs. 

Note 

  

 
 

Note 33.1 (b) 
The observation is noted and the details 
will be furnished during 20

 
Note 33.3 

Same reply as furnished under Paragraph 
7.7 (a)

The 
noted.
 

Note 33.1 (b) 
Note 10.3. 

Noted.

 
 

Note 35.3 

Same reply as furnished under Paragraph 
11.2 above.

The observation is noted and the details 
will be furnished during 20
Same reply as furnished under Paragraph 
7.7 (a) 

The observation made by the auditors 
noted. 

Noted. 

Same reply as furnished under Paragraph 
11.2 above. 

The observation is noted and the details 
will be furnished during 2018-19. 
Same reply as furnished under Paragraph 

servation made by the auditors 

Same reply as furnished under Paragraph 

 

The observation is noted and the details 
 

Same reply as furnished under Paragraph 

servation made by the auditors is 

Same reply as furnished under Paragraph 



 

30. Note 
  
30.1 Attention is drawn to disclosure in Note 37 on 

Accounts that the Company has claimed exemption 
with regard to CSR from GOI as it is treated as Public 
Charitable Trust under Income Tax Act, 1961 and that 
exemption is yet to be received.
Company has since received communication dated 
16.07.2018 that “presently there is no
State Government undertaking including subject 
company”. The Board has accordingly constituted 
CSR Committee on
brought 

30.2 In terms of provisions of Section 135(5) of the Act, the 
Company is required to spend Rs.
financial years 2014
during the year, which has not been provided for. 
Accordingly loss for the year is understated by Rs. 
240.75 lakh.

31. Statement of Changes in Equity
31.1 a)

Note 37  – Corporate Social Responsibility (CSR)
 
Attention is drawn to disclosure in Note 37 on 
Accounts that the Company has claimed exemption 
with regard to CSR from GOI as it is treated as Public 
Charitable Trust under Income Tax Act, 1961 and that 
exemption is yet to be received.
Company has since received communication dated 
16.07.2018 that “presently there is no
State Government undertaking including subject 
company”. The Board has accordingly constituted 
CSR Committee on
brought out in the disclosure
In terms of provisions of Section 135(5) of the Act, the 
Company is required to spend Rs.
financial years 2014
during the year, which has not been provided for. 
Accordingly loss for the year is understated by Rs. 
240.75 lakh. 

Statement of Changes in Equity
a) Remeasurement o

102.24 lakh (PY Rs. (
disclosed separately and recognised as part of
retained earnings as per Note appended
Statement of changes in Equity in Division II of

Corporate Social Responsibility (CSR)

Attention is drawn to disclosure in Note 37 on 
Accounts that the Company has claimed exemption 
with regard to CSR from GOI as it is treated as Public 
Charitable Trust under Income Tax Act, 1961 and that 
exemption is yet to be received.
Company has since received communication dated 
16.07.2018 that “presently there is no
State Government undertaking including subject 
company”. The Board has accordingly constituted 
CSR Committee on 26.09.2018. 

out in the disclosure. 
In terms of provisions of Section 135(5) of the Act, the 
Company is required to spend Rs.
financial years 2014-15 to 2016
during the year, which has not been provided for. 
Accordingly loss for the year is understated by Rs. 

Statement of Changes in Equity
Remeasurement of defined benefit plans Rs. (
102.24 lakh (PY Rs. (–) 74.41 lakh) has not been 
disclosed separately and recognised as part of
retained earnings as per Note appended
Statement of changes in Equity in Division II of

Corporate Social Responsibility (CSR)

Attention is drawn to disclosure in Note 37 on 
Accounts that the Company has claimed exemption 
with regard to CSR from GOI as it is treated as Public 
Charitable Trust under Income Tax Act, 1961 and that 
exemption is yet to be received. However, the 
Company has since received communication dated 
16.07.2018 that “presently there is no  exemption 
State Government undertaking including subject 
company”. The Board has accordingly constituted 

26.09.2018. This fact has not been 

In terms of provisions of Section 135(5) of the Act, the 
Company is required to spend Rs. 178.67 lakh during 

15 to 2016-17 and Rs. 62.08 lakh 
during the year, which has not been provided for. 
Accordingly loss for the year is understated by Rs. 

Statement of Changes in Equity 
f defined benefit plans Rs. (

) 74.41 lakh) has not been 
disclosed separately and recognised as part of
retained earnings as per Note appended
Statement of changes in Equity in Division II of
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Corporate Social Responsibility (CSR)  
 

Attention is drawn to disclosure in Note 37 on 
Accounts that the Company has claimed exemption 
with regard to CSR from GOI as it is treated as Public 
Charitable Trust under Income Tax Act, 1961 and that 

However, the 
Company has since received communication dated 

exemption for 
State Government undertaking including subject 
company”. The Board has accordingly constituted 

This fact has not been 

Note 

In terms of provisions of Section 135(5) of the Act, the 
178.67 lakh during 

17 and Rs. 62.08 lakh 
during the year, which has not been provided for. 
Accordingly loss for the year is understated by Rs. 

 

 
f defined benefit plans Rs. (-) 

) 74.41 lakh) has not been 
disclosed separately and recognised as part of 
retained earnings as per Note appended to 
Statement of changes in Equity in Division II of 

 

 
 

Note 37 The observation of the Auditors is noted 
and the fact will be brought out in the 
disclosure in the accounts  in the year 
2018

The Board of the Corporation  has 
Constituted CSR Committee on 
26.
per the provisions of Sec 135(5) of the Act
for CSR purpose, is yet to be decided in 
the CSR Committee.
has been made in the accounts.
 
 
The observation is  noted.

The observation of the Auditors is noted 
and the fact will be brought out in the 
disclosure in the accounts  in the year 
2018-19 

The Board of the Corporation  has 
Constituted CSR Committee on 
26.09.2018 and the  amount to be spent as 
per the provisions of Sec 135(5) of the Act
for CSR purpose, is yet to be decided in 
the CSR Committee.
has been made in the accounts.

The observation is  noted.

The observation of the Auditors is noted 
and the fact will be brought out in the 
disclosure in the accounts  in the year 

The Board of the Corporation  has 
Constituted CSR Committee on 

09.2018 and the  amount to be spent as 
per the provisions of Sec 135(5) of the Act
for CSR purpose, is yet to be decided in 
the CSR Committee. Hence no provision 
has been made in the accounts. 

The observation is  noted. 

 

The observation of the Auditors is noted 
and the fact will be brought out in the 
disclosure in the accounts  in the year 

The Board of the Corporation  has 
Constituted CSR Committee on 

09.2018 and the  amount to be spent as 
per the provisions of Sec 135(5) of the Act 
for CSR purpose, is yet to be decided in 

Hence no provision 



 

  

 b)

31.2 Amount of Rs. 86.56 lakh shown as Profit/Loss for the 
year under Capital Reserves represents G
Grant for computers utilised during 2016
to in paragraph
head shown as Rs. 86.56 lakh to be corrected as Rs. 
98.31 lakh

31.3 Refer our observation in par
regarding mismatch with disclosure made in Note 13 
on Accounts.
 

32. Cash flow Statement 
32.1 Refer paragraph 21 regarding Rs. 4,862.14 lakh 

disclosed as Interest paid.
32.2 Rs. 525.01 lakh has been disclosed as Extraordinary
32.3 We are informed that short term borrowings from bank 

form integral part of cash management and
treated as component of Cash and Cash Equivalent

32.4 The Company has not made following disclosures as 
per Ind AS 7 

  

  Schedule III of the Act

b) Nature of items of Other Comprehensive Income 
has not been specified as per schedule III of the 
Act. 

Amount of Rs. 86.56 lakh shown as Profit/Loss for the 
year under Capital Reserves represents G
Grant for computers utilised during 2016
to in paragraph
head shown as Rs. 86.56 lakh to be corrected as Rs. 
98.31 lakh. 
Refer our observation in par
regarding mismatch with disclosure made in Note 13 
on Accounts. 
 
Cash flow Statement 
Refer paragraph 21 regarding Rs. 4,862.14 lakh 
disclosed as Interest paid.
Rs. 525.01 lakh has been disclosed as Extraordinary
We are informed that short term borrowings from bank 
form integral part of cash management and
treated as component of Cash and Cash Equivalent
The Company has not made following disclosures as 
per Ind AS 7 – Statements of Cash Flows.
 i) Tax paid in cash flow from Operating 

Activity 

ule III of the Act. 

Nature of items of Other Comprehensive Income 
has not been specified as per schedule III of the 

Amount of Rs. 86.56 lakh shown as Profit/Loss for the 
year under Capital Reserves represents G
Grant for computers utilised during 2016
to in paragraph 12.1 herein above. Total under that 
head shown as Rs. 86.56 lakh to be corrected as Rs. 

Refer our observation in paragraph 12.2 herein above 
regarding mismatch with disclosure made in Note 13 

Cash flow Statement  
Refer paragraph 21 regarding Rs. 4,862.14 lakh 
disclosed as Interest paid. 
Rs. 525.01 lakh has been disclosed as Extraordinary
We are informed that short term borrowings from bank 
form integral part of cash management and
treated as component of Cash and Cash Equivalent
The Company has not made following disclosures as 

Statements of Cash Flows.
Tax paid in cash flow from Operating 
Activity  

Nature of items of Other Comprehensive Income 
has not been specified as per schedule III of the 

Amount of Rs. 86.56 lakh shown as Profit/Loss for the 
year under Capital Reserves represents Government
Grant for computers utilised during 2016-17 referred 

12.1 herein above. Total under that 
head shown as Rs. 86.56 lakh to be corrected as Rs. 

agraph 12.2 herein above 
regarding mismatch with disclosure made in Note 13 

Refer paragraph 21 regarding Rs. 4,862.14 lakh 

Rs. 525.01 lakh has been disclosed as Extraordinary
We are informed that short term borrowings from bank 
form integral part of cash management and
treated as component of Cash and Cash Equivalent
The Company has not made following disclosures as 

Statements of Cash Flows. 
Tax paid in cash flow from Operating 
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Nature of items of Other Comprehensive Income 
has not been specified as per schedule III of the 

 

Amount of Rs. 86.56 lakh shown as Profit/Loss for the 
overnment 

17 referred 
12.1 herein above. Total under that 

head shown as Rs. 86.56 lakh to be corrected as Rs. 

 

agraph 12.2 herein above 
regarding mismatch with disclosure made in Note 13 

Note 13
 

 
Refer paragraph 21 regarding Rs. 4,862.14 lakh  

Rs. 525.01 lakh has been disclosed as Extraordinary  
We are informed that short term borrowings from bank 
form integral part of cash management and hence 
treated as component of Cash and Cash Equivalent. 

 

The Company has not made following disclosures as  

Tax paid in cash flow from Operating  

 

The observation is  noted.

The observation of the Auditors

Note 13 The observation is  noted.

 
The observation is 

The observation is
The obs

 

The observation made by the Auditors is  
noted and  it will be complied with during

The observation is  noted.

The observation of the Auditors

The observation is  noted.

The observation is 

The observation is 
The observation is 

The observation made by the Auditors is  
noted and  it will be complied with during

The observation is  noted. 

The observation of the Auditors is 

The observation is  noted. 

The observation is noted. 

 noted. 
ervation is noted. 

The observation made by the Auditors is  
noted and  it will be complied with during

 

is noted. 

The observation made by the Auditors is  
noted and  it will be complied with during 



 

  

  
33 General

The figures appearing in the Financial Statements have 
not been rounded off to nearest lakh as per General 
Instruction 5 in Division II Schedule
 

34. Summary of effect of our observations to the extent 
ascertainable/quantifiable and each item exceeding Rs.  
50   lakh is summarised as under.

Note 
No. 

 
 
 

6 

7 
9 

10 
11 

 
 

 ii) Changes due to fair value changes 
and Other changes 

 iii) Segment cash flow
General 
The figures appearing in the Financial Statements have 
not been rounded off to nearest lakh as per General 
Instruction 5 in Division II Schedule
 
Summary of effect of our observations to the extent 
ascertainable/quantifiable and each item exceeding Rs.  
50   lakh is summarised as under.

Note 
 Particulars

 
Assets: 
Capital Work in Progress
Other Non Current 
Assets 
Inventories 
Cash & Cash Equivalent 

 Other Current Assets
 Current tax Assets 

Net Effect 
 

Changes due to fair value changes 
and Other changes 
Segment cash flow

The figures appearing in the Financial Statements have 
not been rounded off to nearest lakh as per General 
Instruction 5 in Division II Schedule

Summary of effect of our observations to the extent 
ascertainable/quantifiable and each item exceeding Rs.  
50   lakh is summarised as under.

Particulars Net Effect (Rs. lakh)

Increase

Capital Work in Progress 
Other Non Current 

Cash & Cash Equivalent  
Other Current Assets 
Current tax Assets  

Changes due to fair value changes 
and Other changes  
Segment cash flow. 

The figures appearing in the Financial Statements have 
not been rounded off to nearest lakh as per General 
Instruction 5 in Division II Schedule III of the Act.

Summary of effect of our observations to the extent 
ascertainable/quantifiable and each item exceeding Rs.  
50   lakh is summarised as under. 

Net Effect (Rs. lakh)

Increase Decrease
 
 52.31

 1,599.26

 250.14
138.99 
440.24 
117.69 

 1,204.79
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Changes due to fair value changes  

 

The figures appearing in the Financial Statements have 
not been rounded off to nearest lakh as per General 

III of the Act. 

 

Summary of effect of our observations to the extent 
ascertainable/quantifiable and each item exceeding Rs.  

 

Net Effect (Rs. lakh) 

Decrease 
 

52.31 

1,599.26 

250.14 
 
 
 

1,204.79 
 

 2018

 
No comments.

 
 
 
 

  
 
 
 
 
The summary of effect of above 
observations made by the Auditors is 
noted.

2018-19. 

No comments. 

The summary of effect of above 
observations made by the Auditors is 
noted. 

The summary of effect of above 
observations made by the Auditors is 

 

observations made by the Auditors is 
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Liabilities: 
 Trade Payables
 Other Financial 

Liabilities  
 Other Current 

Liabilities 
 Provisions 

Net Effect 
Income: 

 Revenue from 
Operations 

 
Net Effect 
Expenditure: 

 Changes in Inventor
of stock in trade

 Employee Benefit 
Expense 

 Other Expense
 

 Net Effect 
 
Excess of Expenditure 
over income 
Before exceptional items 
& tax 

ayables 3,097.64
Other Financial 

Other Current 

4,618.96

Revenue from 

 
Changes in Inventories 
of stock in trade 

Employee Benefit 

Other Expense 5,864.36

6,214.31

Excess of Expenditure 

Before exceptional items 
5,744.36

  
3,097.64 

972.04 

449.47 

99.81 
4,618.96 

 

469.95 

 
469.95 

 

250.14 

99.81 

5,864.36 
 

6,214.31 
 

 

5,744.36 
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Accordingly, loss for the year (excess of expenditure and 
income) after tax would have been Rs. 
against loss Rs. 
Income would have been Rs. 1,481.35 lakh as against 
Rs.7,305.10 lakh disclosed in the financial statements.
 

 

ANNEXURE
AND ANNEXURE ‘D’ REFERRED TO 

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

For KARNATAKA FOOD AND CIVIL SUPPLIES
AND CIVIL 

 

  

   

Loss before tax
Tax expenses 
Loss after tax 

Accordingly, loss for the year (excess of expenditure and 
income) after tax would have been Rs. 
against loss Rs. 2,059.72 lakh and Total Comprehensive 
Income would have been Rs. 1,481.35 lakh as against 

7,305.10 lakh disclosed in the financial statements.

ANNEXURE‘B’ REFERRED 
AND ANNEXURE ‘D’ REFERRED TO 

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

KARNATAKA FOOD AND CIVIL SUPPLIES
AND CIVIL SUPPLIES

  Sd/

  MANAGING DIRECTOR

Loss before tax 5,744.36
 
 5,823.75

Accordingly, loss for the year (excess of expenditure and 
income) after tax would have been Rs. 

2,059.72 lakh and Total Comprehensive 
Income would have been Rs. 1,481.35 lakh as against 

7,305.10 lakh disclosed in the financial statements.

REFERRED TO IN PARAGRAPH  12 
AND ANNEXURE ‘D’ REFERRED TO 

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

KARNATAKA FOOD AND CIVIL SUPPLIES
SUPPLIES CORPORATION LTD.,

Sd/-   

MANAGING DIRECTOR

5,744.36 
79.39 

5,823.75 
Accordingly, loss for the year (excess of expenditure and 

income) after tax would have been Rs. 7,883.47 lakh as 
2,059.72 lakh and Total Comprehensive 

Income would have been Rs. 1,481.35 lakh as against 
7,305.10 lakh disclosed in the financial statements. 

TO IN PARAGRAPH  12 
AND ANNEXURE ‘D’ REFERRED TO IN PARAGRAPH 14 OF AUDITORS REPORT OF EVEN DATE:

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

KARNATAKA FOOD AND CIVIL SUPPLIES
CORPORATION LTD.,

   

MANAGING DIRECTOR   
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Accordingly, loss for the year (excess of expenditure and 
7,883.47 lakh as 

2,059.72 lakh and Total Comprehensive 
Income would have been Rs. 1,481.35 lakh as against 

 

TO IN PARAGRAPH  12 (g) AND ANNEXURE ‘C’ 
IN PARAGRAPH 14 OF AUDITORS REPORT OF EVEN DATE:

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LTD.,    
CORPORATION LTD., 

   

   

ANNEXURE ‘C’ 
IN PARAGRAPH 14 OF AUDITORS REPORT OF EVEN DATE:

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

CORPORATION LTD.,    

   

   

ANNEXURE ‘C’ REFERRED TO IN PARAGRAPH 13 
IN PARAGRAPH 14 OF AUDITORS REPORT OF EVEN DATE:

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

CORPORATION LTD.,    For KARNATAKA FOOD 

  Sd/- 

     CHAIRMAN

REFERRED TO IN PARAGRAPH 13 
IN PARAGRAPH 14 OF AUDITORS REPORT OF EVEN DATE: 

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted.

For KARNATAKA FOOD 

 

CHAIRMAN 

 

REFERRED TO IN PARAGRAPH 13 

All the observations and comments made by Auditors in the above said annexures enclosed to the Audit Report are noted. 

For KARNATAKA FOOD 
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Karnataka Food & Civil 
Supplies Corporation 
Limited  Bangalore 

 
 

 

 

 

 

 

 

 

 

 

Balance sheet & Income & 
Expenditure Statement for 

the year 2017-18 
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KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 
CIN: U51220KA1973SGC002400 

Regd Office: No. 56, 16/1, Millers Tank Bed Area, Vasanthnagar, Bangalore - 560 052 
BALANCE SHEET 

Amount in Rs. 

Particulars Note 
No 

As at 31st March 
2018 

As at 31st  March 
2017 

As at 
1st April 2016 

I ASSETS     
 1 NON CURRENT ASSETS     
  a) Property, Plant and Equipment 4 146386956 143441057 143226773 
  b) Capital work-in-progress  5231674 4515530 4333593 
  c) Investment Property     
  d) Goodwill     
  e) Other Intangible Assets     
  f) Financial Assets     
   i) Investments 5 100 100 100 
   ii) Trade Receivables     
   iii) Loans     
   iv) Others     
  g) Deferred Tax Assets     
  h) Other non-current Assets 6 9193730674 10449026067 11996814441 
 2 CURRENT ASSETS     
  a) Inventories 7 711457694 455282201 3624914072 
  b) Financial Assets     
   i) Investments     
   ii) Trade Receivables 8 7457202 87845 94937 
   iii) Cash and Cash Equivalents 9 1593419022 1621831739 2251834254 
   iv) Bank Balances other than (iii) above     
   v) Loans     
   vi) Others 10 3493098701 1600189598 1301015430 
  c) Current Tax Assets 11 26241412 6857681 12173108 
         
    TOTAL ASSETS  15177023434 14281231818 19334406708 
         
II EQUITY AND LIABILITIES     
 EQUITY     
  a) Equity Share Capital 12 32500000 32500000 32500000 
  b) Other Equity 13 -1353489996 -2084000133 1615388523 
 LIABILITIES     
 1 NON-CURRENT LIABILITIES     
  a) Financial Liabilities     
   i) Borrowings     
   ii) Trade Payables     
   iii) Other Financial Liabilities     
  b) Provisions 14 219888156 205710441 247675230 
  c) Deferred Tax Liabilities     
  d) Other non-current Liabilities 15 540000 537900 537900 
 2 CURRENT LIABILITIES     
  a) Financial Liabilities     
   i) Borrowings 16 5200666834 5405409135 4487347599 
   ii) Trade Payables 17 2204784817 2681912499 6236033309 
   iii) Other Financial Liabilities 18 7094444950 7466437405 6400763112 
  b) Other Current Liabilities 19 1685505497 487387935 245854650 
  c) Provisions 20 92183177 85336636 68306386 
  d) Current Tax Liabililties     

Total EQUITY AND LIABILITIES  15177023434 14281231818 19334406708 
See Accompanying Notes to the financial statements    
         

For and on behalf of the board of directors Refer our report even date 
For Rao & Swami 

Chartered Accountant 
FRN 00031055 

 
Sd/- 

(K. Hemaji Naik IAS) 
Managing Director 

Sd/- 
(M.V. Chandrakanth) 

Director 

Sd/- 
(N. Ramesh) 

 Partner  M.No. 016153 
 
 
Place: Bengaluru 
Date : 23.11.2018 

  
 

Place: Bengaluru 
Date : 23.11.2018 
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KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 
CIN: U51220KA1973SGC002400 

Regd Office: No. 56, 16/1, Millers Tank Bed Area, Vasanthnagar, Bangalore - 560 052 

STATEMENT OF CHANGES IN EQUITY 

A EQUITY SHARE CAPITAL      
 AS AT 1ST APRIL 2016 32500000    
 CHANGES IN EQUITY SHARE CAPITAL -    
 AS AT 31ST APRIL 2017 32500000    
 CHANGES IN EQUITY SHARE CAPITAL -    
 AS AT 31ST APRIL 2018  32500000    
        

B OTHER EQUITY     
 

 

Reserves and Surplus Other 
Comprehens
ive Income 

Total  Capital 
Reserve 

Securities 
Premium 
Reserve 

Other 
Reserves 

Retained 
earnings 

 Balance as at 1st April 2016 1175058  23127424 2126345215  2150647697 

 Add Profit/(loss) for the year 8656271   276124082 -3984169008 -3699388656 

 Changes in accounting policy or prior period 
errors 

   -535259174  -535259174 
 

 Restated balance at the beginning of the 
reporting period 

      

 Total Comprehensive Income for the year 8656271 -  -259135092 -3984169008 -4234647830 

 Dividends       

 Transfer to Retained Earnings -1474551   1474551   

 Any other Change       

 Balance as at 31st March 2017 8356777 - 23127424 1868684674 -3984169008 -2084000133 

 Balance as at 1st April 2017 8356777 - 23127424 1868684674 -3984169008 -2084000133 

 Add Profit/(loss) for the year    -205972338 936482475 730510137 

 Changes in accounting policy or prior period 
errors 

      

 Restated balance at the beginning of the 
reporting period 

      

 Total Comprehensive Income for the year  -  -205972338 936482475 730510137 

 Dividends       

 Transfer to Retained Earnings -2845127   2845127   

 Any other Change       

 Balance as at 31st March 2018 5511651 - 23127424 1665557463 -3047686533 -1353489996 

 
For and on behalf of the board of directors Refer our report even date 

For Rao & Swami 
Chartered Accountant 

FRN 00031055 
 

Sd/- 
(K. Hemaji Naik IAS) 
Managing Director 

Sd/- 
(M.V. Chandrakanth) 

Director 

Sd/- 
(N. Ramesh) 

M.No. 016153 
Partner 

 
Place: Bengaluru 
Date : 23.11.2018 

 Place: Bengaluru 
Date : 23.11.2018 
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KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 
CIN: U51220KA1973SGC002400 

Regd Office: No. 56, 16/1, Millers Tank Bed Area, Vasanthnagar, Bangalore - 560 052 

INCOME AND EXPENDITURE ACCOUNT 
    Amount in Rs. 

 Particulars Note 
No 

for the year 
2017-18 

for the year 
2016-17 

I Revenue from Operations  21 21504446299 21312084124 
II Other Income  22 46283199 27566852 
III Depreciation Withdrawn     
 Total Income (I + II)  21550729498 21339650976 

IV EXPENSES     
 Purchases of stock-in-trade  23 20984612336 16797209064 
 Changes in inventories of stock-in-trade 24 -256640790 3170190419 
 Employee benefits expense  25 499079468 466809129 
 Finance Cost  26 254612226 184295541 
 Depreciation and amortisation expenses 1 10463517 9187953 
 Other Expenses  27 212073716 429975362 
 Total Expenses (IV)  21704200474 21057667469 

V Excess of Income over Expenditure before exceptional items and tax (III-IV)    
-153470976 

 
281983507 

VI Exceptional items  28 52501362  
VII Profit/(loss) before tax (V-VI)  -205972338 281983507 
VIII Tax Expenses     

 i) Current Tax   - 5859425 
 ii) Deferred Tax     

IX Profit/(loss) for the period from continuing operations (VIII-IX)  -205972338 276124082 
X Profit/(loss) from discontinued operations  - - 
XI Tax Expense of discontinued operations  - - 
XII Profit/(loss) for discontinued operations (after tax)(X-XI)  - - 
XIII Profit/(loss) for the period (IX + XII)  -205972338 276124082 
XIV Other Comprehensive income    

 a) i) Items that will not be reclassifed to profit or loss 29 936482475 -3984169008 
  ii) Income tax relating to items that will not be reclassified to profit 

or loss 
   

 b) i) Items that will be reclassified to profit or loss    
  ii) Income tax relating to items that will be reclassified to profit or 

loss 
   

XV Total Comprehensive income for the period (XIII + XIV)  730510137 -3708044926 
XVI Earnings per equity share (for continuing operations)    

  i) Basic  22477 -114094 
  ii) Diluted   22477 -114094 

XVII Earnings per equity share (for discontinued operations)    
  i) Basic  - - 
  ii) Diluted   - - 

XVIII Earnings per equity share (for discontinued and continuing operations)    
  i) Basic  22477 -114094 
  ii) Diluted   22477 -114094 

See Accompanying Notes to the financial statements    
         

For and on behalf of the board of directors Refer our report even date 
For Rao & Swami 

Chartered Accountant 
FRN 00031055 

 
Sd/- 

(K. Hemaji Naik IAS) 
Managing Director 

Sd/- 
(M.V. Chandrakanth) 

Director 

Sd/- 
(N. Ramesh) 

M.No. 016153 
Partner 

 
Place: Bengaluru 
Date : 23.11.2018 

 Place: Bengaluru 
Date : 23.11.2018 
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KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 
ANNEXURE-III 

CASH FLOW STATEMENT FOR THE YEAR ENDED 31ST MARCH 2018 
Amount in Rs. 

Particulars 31.03.2018 31.03.2017 

Cash Flow From Operating Activities     
Excess of Income over Expenditure/(Excess of Expenditure over Income) 
before Taxation and Extraordinary Items 

 783011499  -3702185501 

     
Adjustments for:     
Depreciation 10463517  9187953  
Depreciation-Prior Period -  -  
Profit on Sale of Asset -  -  
Interest Income -1665354  -548016  
Provision for Depreciation withdrawn -  -  
Interest Expense 486214443 495012607 495641509 504281445 
Operating Profit before working capital changes  1278024106  -3197904056 
     
Working Capital Changes:     
(Increase)/Decrease in Trade Receivables -7369355  7092  
(Increase)/Decrease in Other Current Assets -1892909103  -299174168  
(Increase)/Decrease in Current Tax Assets -19383731  -543998  
(Increase)/Decrease in Inventories -256175493  3169631871  
Increase/(Decrease) in Trade Payables -477127682  -3545464539  
Increase/(Decrease) in Other Financial Liabilities -371992456  1065674293  
Increase/(Decrease) in Other Current liabilities 1198117562  241533285  
Increase/(Decrease) in Other Current Provisions 6846541 -1819993716 17030250 648694087 
Cash Flow from Operating Activities  -541969610  -2549209969 
     
Cash Flow before Extra Ordinary Items  -541969610  -2549209969 
Extra Ordinary items  -52501362  - 
Net Cash Flow from Operating Activities (A)  -594470972  -2549209969 
     
Cash Flow from Investing Activities     
Purchase of Fixed Assets -6119239  -9402237  
(Increase)/Decrease in capital work-in-progress -716144  -181937  
(Increase)/Decrease in Long Term Advances 1248005213  1547788373  
(Increase)/Decrease in Other Non-Current Liabilities 2,100    
Proceed from Sale of assets     
Interest Income 1665354 1242837284 548016 1538752216 
Net Cash Flow from Investing Activities (B)  1242837284  1538752216 
     
Cash Flow from Financing Activities     
Increase/(Decrease) in Long Term Provisions 14177715  -41964789  
Interest Paid -486214443 -472036728 -495641509 -537606298 
Net Cash Flow from Financing Activities (C)  -472036728  -537606298 
     
Net Increase/(Decrease) in Cash and Cash Equivalents (A+B+C)  176329584  -1548064050 
     
Opening Cash and Cash Equivalents     
Cash/ Cheques on Hand 1062979  951129  
Balance with Scheduled Banks 1620905484  2251096985  
Short Term Borrowings -5405409135  -4487347599  
Amount in Transit -136724 -3783577395 -213860 -2235513345 
Closing Cash and Cash Equivalents  -3607247812  -3783577395 
Cash/ Cheques on Hand 7148031  1062979  
Balances with Scheduled Banks 1586440775  1620905484  
Short Term Borrowings -5200666834  -5405409135  
Amount in Transit -169784 -3607247812 -136724 -3783577395 
An amount of Rs.65,73,770  (PY. Rs. 61,66,587) included in other Bank balances are deposits held against the order of the Court and the same is not available for use of the Corporation. 
         

For Karnataka Food and Civil Supplies Corporation Ltd., Refer our report even date 
For Rao & Swami 

Chartered Accountant 
FRN 00031055 

 
Sd/- 

(K. Hemaji Naik IAS) 
Managing Director 

Sd/- 
(M.V. Chandrakanth) 

Director 

Sd/- 
(N. Ramesh) 

M.No. 016153 
Partner 

Place: Bengaluru 
Date : 23.11.2018 

 Place: Bengaluru 
Date : 23.11.2018 
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KARNATAKA FOOD & CIVIL SUPPLIES CORPORATION 
HEAD OFFICE: BANGALORE 

NOTES ATTACHED TO FORMING PART OF THE BALANCE SHEET AS AT 
31.03.2018 

AND INCOME & EXPENDITURE STATEMENT FOR THE YEAR ENDED 
31.03.2018 

1. Corporate Information: 
The Corporation was incorporated under the provisions of the Companies Act, 1956 as 
a fully owned company of State Government of Karnataka. The Corporation was 
established with the prime objective of procurement and distribution of essential 
commodities through public distribution system. In addition, the Corporation is also 
involved in market intervention to stabilize the prices/price protection to farmers under 
Minimum support price operations as a whole sale nominee of the State Government. 
The Corporation also operates petrol bunk outlets, LPG dealerships and Auto LPG 
dispensing stations. The Corporation is also involved in distributing food grains to the 
Midday Meal Scheme for school children. 
 

2. Basis of Preparation of Financial Statements 
2.1 Compliance with IND AS 

 i These financial statements comply in all material aspects with Indian 
Accounting Standards (IND AS) notified under Section 133 of the Companies 
Act, 2013 (the Act) [Companies (Indian Accounting Standard) Rules, 2015] and 
other relevant provisions of the Act 
 

 ii These financial statements are the first financial statements of the Company 
under IND-AS using April 1, 2016 as the transition date 
 

 iii Refer Note 31 for an explanation of how the transition from previous GAAP to 
IND AS has effected the group’s financial position, financial performance and 
cash flows 
 

 iv Other than the differential costs receivable at District Offices from the 
Government (which is received in the immediate next month), all other 
Government receivables have been treated as long term and non-current 
 

 v Non-current advances have been valued at fair-value from 2016-17 and the net 
effect has been considered in other Comprehensive Income, which is a new 
component as per the MCA format below the Income and Expenditure account 
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 vi Fair value has been arrived at by taking the discount rate at risk free Market rate 
(Government of India Securities prevailing as at the end of each year) as all 
receivables are from Government. 
 

 vii All non-current advances, which is fully provided for, has not been considered 
for discounting and those that are considered are treated as recoverable in 5 
years 
 

 viii All advances which are due/receivable before 2010-11 has been provided/written 
back for as at 01-04-2016 and adjusted to reserves and surplus as per the 
transitional provisions in IND AS 101 
 

 ix All other current assets and current liabilities has been valued at transaction 
value, as such amounts receivable or payable will happen within the period of 
next 12 months of closure of financial statements 
 

 x In respect of such receivables or payables, provisions will be made based on 
their fair values and routing them through Income & Expenditure account or 
other comprehensive Income as applicable from time to time 
 

2.2 Historical cost convention: 
The financial statements have been prepared on a historical cost basis, except for the 
following 

 * Certain financial assets and liabilities 
 * Defined benefit plans – plan assets measured at fairvalue; 

 
3. Significant Accounting Policies: 

This note provides a list of the significant accounting policies adopted in the 
preparation of these consolidated financial statements. These policies have been 
consistently applied to all the years presented, unless otherwise stated 
 

3.1 REVENUE RECOGNITION 
 a) Expenses accruing in a financial year and ascertainable with reasonable accuracy 

on cut-off date are provided for in the accounts. 
 

 b) Incomes accruing in a financial year and ascertainable & realisable with 
reasonable certainty on cut-off date are taken into accounts 
 

 c) Differential cost claims (being subsidy receivable from Government under 
various Government sponsored schemes) are accounted as under:- 
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 i In respect of Rice & Wheat under PDS, on the basis of quantities purchased 
from Food Corporation of India (F.C.I.) 
 

 ii In respect of Rice & Wheat under OMSS, on the basis of quantities purchased 
from Food Corporation of India (F.C.I.) 
 

 iii In respect of toordhal purchased through NCDEX and NAFED, on the basis of 
allotment. 
 

 iv In respect of Ragi, White jowar & Paddy /Rice procured under Minimum 
Support Price Operation (M.S.P.O.) & Levy Rice on allotment to PDS. 
 

 v In respect of Sugar on the basis of quantity purchased from Sugar factories and 
NCDEX platform 
 

 d) Sale of food grains, Sugar, Salt and palmolein oil are accounted on delivery at 
issue price. 
 

 e) Administrative charges is recognized as income in respect of Minimum Support 
Price Operation (MSPO) on procurement of maize, ragi, white jowar and bajra 
on the basis of quantity procured and in respect of other eligible government 
sponsored scheme like Akshara Dasoha (Mid Day Meals scheme) and National 
Nutrition Project, on purchase 
 

 f) The commission earned on transactions treated as on consignment basis as per 
prevailing practice is recognized on sales 
 

3.2 INVENTORIES: 
 i) Stock-in-trade is normally valued at lower of Cost (excluding input VAT/GST) 

or Net Realizable Value (NRV). Used Gunny bags are valued at estimated 
realizable value 
 

 ii) Valuation with respect to various items of stock-in-trade are determined as 
follows: 
 
 
 
 
 
 
 



 

145 
 

 
 

1 Food Grains 
(a) OMSS Rice/Wheat, Toordhal 
and Other than APL 
Additional/Special 

As per latest costing sheet of the State 
Government by adding applicable administrative 
charges and/or reducing differential cost and 
margin. 

 b) APL Additional/Special As per latest costing sheet approved by State 
Government by adding applicable administration 
charges and transportation charges. 

 c) Rice procured from NCDEX At Average Cost 
 d) Ragi & Sugar procured from NCDEX At Cost 
 e) SC/ST Hostels, BCM Hostels BPL Rate fixed by Government of Karnataka 
 f) Economic Cost Rice/Wheat At Cost 
2. Sugar/Ragi Lower of Cost or NRV 
3. L.P.G. Refills At Cost determined on FIFO basis. 
4. Petrol/Diesel/ Auto gas/ Lubricants At Cost determined on FIFO basis. 
5. Kerosene Oil As per latest invoice & Lower of Cost or NRV 
6. a) Minimum Support Price Stock At Minimum Support Price fixed by Government 

of India / Government of Karnataka 
 b) Hulled Rice (MSP Paddy) Quantity of stock of hulled rice will be 

reconverted as paddy at conversion rate of 67% 
and valued accordingly 

7. Levy Rice At Mill Point Levy Price fixed by Government of 
India / Government of Karnataka 

8. Non Controlled items At Cost 
 

*Commodities held under Consignment Basis are not included for the purpose of valuation of 
inventory. 
 
III Stock- in -Transit is carried at purchase cost inclusive of input VAT/GST. 

 
3.3 CASH FLOW STATEMENTS: 

Cash Flow Statement has been prepared under Indirect Method as per IND AS 7. 
 

3.4 DEPRECIATION ACCOUNTING: 
 a) Depreciation has been charged on Fixed Assets on Straight-line Method at the 

rates and in the manner prescribed in Schedule II to the Companies Act, 2013. In 
respect of building on leasehold land, the assets are written off over the lease 
period 
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 b) That portion of depreciation which relates to the Assets acquired out of 
Government/Other grants/subsidies has been withdrawn from Capital Reserve. 
 

 c) Depreciation on assets acquired/sold/discarded during the year is provided 
from/up to the month the asset is acquired/sold/discarded. 
 

 d) Minimum depreciation is provided up to 95% of the acquisition cost/revalued 
amount as per Companies Act, 2013 and balance 5% of the value is retained in 
the books. 
 

 e) Cost of equipments such as Tricycles, Cycles, mobile phones, fax machines, 
mechanical weighing scales, cash sorting machines, installation charges for 
LAN/ cost of software (including relating to assets received free of cost) as also 
cost of empty barrels, stand-alone batteries, aluminum partition works and other 
items which have short useful life have been charged off to Income and 
Expenditure Account in the year of acquisition 
 

3.5 PROPERTY PLANT AND EQUIPMENT 
 a) Fixed assets are stated at actual cost (unless otherwise stated). The assets 

received free of cost are not reckoned in the accounts but disclosed by way of 
note in the year of receipt 
 

 b) Fixed assets include cost of Lease hold land which is stated based on the letters 
of allotment / agreement to lease. The same is not amortised as the Company 
acquires the asset once the lease period is completed 
 

 c) On transition to IND-AS, the Company has elected to continue with the carrying 
value of its Property, Plant and Equipment recognized as at 1st April 2016 
measured as per previous GAAP and use that as its deemed carrying value. 
 

 Capital Work -in- progress 
 d) Pre-construction expenses and cost of assets not put to use as at the balance 

sheet date are disclosed under capital work-in-progress. Assets are capitalized 
when they are ready for use/put use. 
 

3.6 GOVERNMENT GRANTS: 
Government/other grants/subsidies received for acquisition of fixed assets are 
accounted under current liabilities until the construction/ acquisition of the relative 
asset and transferred to Deferred Income under Capital Reserve until fully set off 
against relative depreciation. 



 

147 
 

3.7 INVESTMENTS: 
Long-term investments are valued at cost. Provision, if any, is made to recognize a 
decline other than a temporary decline in the value of long-term investments. Current 
investments, if any, are valued at lower of cost or fair market value. 
 

3.8 EMPLOYEE BENEFITS: 
 i Provident Fund: Contributions payable to the Provident Fund in terms of 

Employees Provident Funds and Miscellaneous Provision Act, 1952 by the 
Corporation, which is a defined contribution scheme, are charged to Income and 
Expenditure Account. 
 

 ii Gratuity: Gratuity is a defined benefit obligation for all eligible employees. The 
Corporation has taken group gratuity policy from Life Insurance Corporation of 
India. The Liability for future Gratuity Benefit is accounted based on actuarial 
valuation at the end of each financial year. 
 

 iii Leave Encashment: Leave encashment which is a defined benefit for eligible 
employees is based on actuarial valuation at the financial year. 
 

 iv Super Annuation Benefits: It is a Defined Contribution Plan. Employees of the 
company are participants of superannuation scheme. The company 
makes/provides at pre-determined rate of contribution to the superannuation 
fund administered by Life Insurance Corporation of India and the same is 
charged to Income and Expenditure statement. The company has no further 
obligation/s to the scheme beyond its contribution 
 

 v Terminal Benefits: Terminal Benefits (including termination under Voluntary 
Retirement Scheme) are expensed in the year of termination of employment. 
 

3.9 BORROWING COST: 
Borrowing costs that are directly attributable to the acquisition, construction or 
production of qualifying assets are capitalized as part of the cost of the asset. In 
respect of funds which are borrowed generally and used for the purpose of obtaining 
qualifying assets, the borrowing cost is determined by applying weighted average rate 
of the borrowing cost of the respective year. Other borrowing costs are recognised as 
expenditure in the year in which they are incurred. 
 

3.10 SEGMENT REPORTING: 
 a) The company has identified two business segments viz. PDS items and Non-
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PDS items. Revenue and expenses have been identified to respective segments 
on the basis of operating activities of the company. Non-allocable revenue and 
expenses to a segment but relate to the company as a whole has been disclosed 
as un-allocable revenue and expenses on a reasonable basis. 
 

 b) There are no geographical segments to be reported as defined in Indian 
Accounting Standard – 108. 
 

3.11 LEASES: 
The amount incurred during the operating lease period are expensed in the year of 
Accrual. Receipts during the operating lease period are treated as revenue on accrual 
basis 
 

3.12 ACCOUNTING FOR TAXES ON INCOME: 
The Corporation has been treated as Public Charitable Institution and granted 
registration under Section 12AA of the Income Tax Act, 1961 but as the Corporation 
carries out certain Non-PDS activities, provision for income tax has been made on an 
estimated basis. However, no provision has been made for Deferred Tax Liability in 
view of the fact that the Corporation is not claiming Depreciation benefit while filing 
the return of income. 
 

3.13 CURRENT VERSUS NON-CURRENT CLASSIFICATION 
The company presents assets and its liabilities in the balance sheet based on 
current/non current classification as follows: 

 a) An asset is treated as current when it is : 
 

 i expected to be realized or intended to be sold or consumed in normal operating 
cycle; 
 

 ii Expected to be realized within twelve months after the reporting period, or 
 

 iii Cash or cash equivalent unless restricted from being exchanged or used to settle 
a liability for at least twelve months after the reporting period. 
 

All other assets are classified as non-current. 
 

 b) A liability is treated as current when it is: 
 

 i Expected to be settled in normal operating cycle 
 

 ii It is due to be settled within twelve months after the reporting period.  
All other liabilities are classified as non-current. 
 

3.14 PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS: 
 a) Provision is recognized when 
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 i The company has a present obligation as a result of past event; 
 

 ii It is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation and 
 

 iii A reliable estimate can be made of the amount of the obligation. 
 

 b) Contingent liabilities are disclosed by way of Notes to accounts. 
 

 c) Contingent assets are neither recognised nor disclosed. 
 

3.15 SALES/ PURCHASES: 
 i Purchases include direct expenditure like freight/ transportation charges, 

administration charges payable to Government (under certain schemes) and 
handling charges. 
 

 ii Expenditure, other than cost of grain, incurred on procurement of paddy/rice & 
levy rice and coarse grains like ragi, white jowar (other than maize and bajra) up 
to Crop year 2012-13 are being raised as advances due from GOI. Cost of grain 
and incidental charges incurred on procurement of paddy/rice & levy rice and 
coarse like ragi and white jowar during the crop year 2013-14 is accounted under 
Advance from GOK as the same is recoverable as differential cost from GOK on 
allotment. For the year 2014-15 & 2015-16, expenditure other than cost of grain 
incurred on procurement of paddy/rice & levy rice and coarse grains like ragi 
and white jowar are being raised as advances due from GOI. 
 

 iii Purchase and Sales exclude Input VAT/GST and Output VAT/GST respectively. 
   

 iv The Coarse grains like Ragi, White Jowar & Paddy /Rice procured under MSP 
Operation of GOI along with Levy Rice and intended to be utilized for Public 
Distribution System (PDS) within the State are accounted as Purchase and Sales 
of the Corporation. 

 v Recoveries on account of shortages are disclosed under Other Operating Income. 
 

 vi The purchase in respect of Akshara Dasoha (Mid Day Meals scheme) and 
National Nutrition Project is treated as Advance to concerned Zilla Panchayath 
and Women & Children Welfare Department respectively. 

 vii The difference payable to/receivable from the Government on account of 
revision of issue price of PDS items relating to stock held as on the effective 
date of revision is adjusted in purchase in case of upward revision and in sales in 
case of downward revision. 
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NOTE 

4 PROPERTY, PLANT AND EQUIPMENT 
4.1 The Company has elected to measure all the property, plant and equipment as at the 

previous GAAP carrying amount i.e. on 31.03.2016 as its deemed cost. 
4.2 Details of Property, Plant and Equipment is enclosed as Annexure 1 
4.3 The details of lease hold land held by the Corporation is enclosed as Annexure 2 
4.4 The details of land given by the Corporation for lease is enclosed as Annexure 3 
4.5 Vide Government Order No.FCS.23 RPR 2010, Bangalore dated 11-06-2010, it has 

been ordered to transfer 44 Government Godowns held by Government at various 
districts/taluks in the State to the Corporation in order to store the food grains under 
Public Distribution System in a scientific manner.   However, only 38 Godowns (out of 
which Khata transfer in the name of Corporation has taken place for only 11 godowns) 
have been transferred to the Corporation from Government, and remaining 6 godowns 
are yet to be transferred to the Corporation. The above godowns have been given by the 
Government free of cost and hence the same has not been taken into consideration in 
the balance sheet under the Fixed Assets in view of complying with certain formalities. 

  
5 NON CURRENT INVESTMENTS 
  31st March 2018 31st March 2017 1st April 2016 
 Investment in Equity Instruments (Fully 

Paidup) 
   

 Un quoted    
 100 (31st March 2017: 100, 1st April 2016: 

100)Shares in Karnataka Co-Operative 
Apex Bank Ltd., 100 100 100 

 Total 100 100 100 
     
6 OTHER NON-CURRENT ASSETS 
  31st March 2018 31st March 2017 1st April 2016 
 Capital Advances (a) 0 7,290,180 5,451,000 
 Advances other than Capital Advances    
    - Security Deposits 23,267,410 23,469,620 5,507,104 
       Less Provision for doubtful Deposits -85,908 -85,908 -2500000 

       Security Deposits - Net(b) 23,181,502 23383712 3007104 

     
     - Other Advances 10242139305 11500358831 12808685791 
       Less Provision for doubtful Advances -1071590133 -1082006655 -820329454 

       Other Advances - Net (c) 9170549172 10418352176 11988356337 

 Total (a) + (b) + (c) 9193730674 10449026067 11996814441 
     
6.1 Advances  include Rs. 29,36,48,043 (previous year is Rs. 27,18,05,034) being the claims made on the 

staff of the Corporation for alleged misappropriation/short remittance/stock shortage which includes 
short remittances/stock shortage noticed up to 31.03.2018. However, amounts due as per old internal 
audit paras have not been accounted for (amount not ascertained) and the recoveries made are 
accounted as income in the year of receipt (included in recovery of cost of shortages). 
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7 INVENTORIES 
  31st March 2018 31st March 2017 1st April 2016 
 Stock in Trade 711,076,349 454,435,560 3624625979 
 Stock in Transit 381345 846642 2880934 
 Total 711457694 455282201 3624914072 
     
8 TRADE RECEIVABLES 
  31st March 2018 31st March 2017 1st April 2016 
 Debts outstanding for a period  more than 6 

months 
   

 Secured 0 0 0 
 Unsecured:    
 a) Considered good 166259698 16630762 16630762 
 b) Considered doubtful    
 Others: Debts outstanding for period less 

than 6 months 
   

 a) Considered good 7461996 87845 94937 

  24087964 16718607 16725699 
 Less Allowance for doubtful debts -16630762 -16630762 -16630762 

 Total 7457202 87845 94937 

 
 

 
 

  

9 CASH AND CASH EQUIVALENTS 
  31st March 2018 31st March 2017 1st April 2016 
 Balances with Banks    
   - in Current Accounts    
 Deposits with maturity of less than three 

months    
 Cash on hand 7148031 1062979 951129 
 Balances with Bank 1592109185 1626573895 2256765395 
    Less:  Provision -5668411 -5668411 -5668411 
    Balance 1586440775 1620905484 2251096985 
 Others:    
 Amount-in-Transit including Remittances  -169784 -136724 -213860 
 Total 1593419022 1621831739 2251834254 

9.1 An amount of Rs.65,73,770  (PY. Rs. 61,66,587) included in other Bank balances 
are deposits held against the order of the Court and the same is not available for use 
of the Corporation. 

     
10 OTHER CURRENT ASSETS 
  31st March 2018 31st March 2017 1st April 2016 
 Advances other than Capital Advances    
     - Other Advances 3497682460 1604422693 1306455092 
        Less Provision for doubtful advances -4583760 -5433066 -5439662 
       Net Advances 3493098701 1598989628 1301015430 
    - Security Deposits 0 1199970 0 
 Total 3493098701 1600189598 1301015430 
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10.1 Advance include Rs.29,36,48,043 (previous year is Rs. 27,18,05,034) being the 
claims made an the staff of the corporation for alleged mis appropriately / Short 
remittance / Stock shortage which included short remittances / stock shortage notice 
up to 31.3.2017. However amounts due as per old internal audit pores have not been 
accounted for (amount not ascertained) and the recovery made are accounted as 
income in the year of receipt (included in recovery of cost a shortages)     
 

10.2 Advances include Rs. 99,49,93,129/- (previous year Rs. 72,75,07,528) interest 
receivable from Government of Karnataka 

  
10.3 Rs.34.51 lakhs disallowed during the year 2009-10 by Zilla Parishad, Belgaum due 

to rejection of poor quality/contaminated toordhal procured under MDM scheme 
and the Corporation has taken necessary action to recover the amount from the 
supplier. However, the supplier has contested the recovery action of the Corporation 
(including black listing and forfeiture of security deposit of Rs.5.35 lakhs) and has 
also claimed payment of Rs.203.45 lakhs towards subsequent supplies which have 
also been rejected by the Corporation. The matter has been disposed off by the 
Hon’ble High Court of Karnataka.  As per the court order, on failure of the supplier 
to lift the commodity, the Corporation has sold the commodity through Public 
auction and the realized amount of Rs.65.73 lakhs along with accrued interest 
(included in Note. 9) has been kept in Fixed Deposit. Further, as per the Court 
direction, the Arbitrator has been appointed & the arbitrator has settled the case in 
favour of the supplier against which the Corporation has filed a case in the civil 
court and the Court has set aside the order & ordered for rearbitration. The 
rearbitration is under progress. 

  
11 CURRENT TAX ASSET(NET) 
  31st March 2018 31st March 2017 1st April 2016 
 Current Tax 26241412 6857681 12173108 
 Total 26241412 6857681 12173108 
 

 
   

 EQUITY SHARE CAPITAL AND OTHER EQUITY   
 

    
12 Equity Share Capital 
  31st March 2018 31st March 2017 1st April 2016 
 Authorised Equity Share Capital    
 60,000 Equity Shares of Rs. 1000/- 

Each 60000000 60000000 60000000 
 ISSUED, SUBSCRIBED AND PAID UP 

CAPITAL:    
 Opening Balance:    
 32500 Equity Shares of Rs. 1000/-  

each fully paid up 32500000 32500000 32500000 
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 Issued during the year 0 0 0 
 Closing Balance:    
 32500 Equity Shares of Rs. 1000/- 

each fully paid up 32500000 32500000 32500000 
 Total 32500000 32500000 32500000 
     
 The Details of Shareholders holding more than 5 % Shares: 
  No. of Shares No. of Shares No. of Shares 
 STATE GOVERNMENT OF KARNATAKA 32500 32500 32500 
 % Holding  1 1 1 
     
13 Other Equity 
 Reserves and Surplus    
  31st March 2018 31st March 2017 1st April 2016 
 Grant received for purchase of computer and 

electronic equipment 4544542 7285695 0 
 Grant received for construction of godowns 832360 899413 966465 
 Grant received for purchase of Diesel 

Generator 73584 110506 147428 
 Capital Profit on sale of assets 61164 61164 61164 
 General Reserve 23127424 23127424 23127424 
 Income & Expenditure Account -3253658872 -3984169008 0 
 Price Equalisation/Stabilisation Fund 0 0 0 
 Price Equalisation/Stabilisation Fund Utilised 

A/c 1871529801 1868684674 1591086041 
  -1353489996 -2084000133 1615388523 
     
 Grant received for purchase of computer and electronic equipment 
  31st March 2018 31st March 2017 
 Opening Balance 7285695 0 
 Grants received during the year 0 8656271 
 Transferred to Income and Expenditure Account 2741152 1370576 
 Closing Balance 4544542 7285695 
    
 Grant received for construction of godowns 
  31st March 2018 31st March 2017 
 Opening Balance 899413 966465 
 Grants received during the year 0 0 
 Transferred to Income and Expenditure Account 67053 67053 
 Closing Balance 832360 899413 
    
 Grant received for purchase of Diesel Generator 
  31st March 2018 31st March 2017 
 Opening Balance 110506 147428 
 Grants received during the year 0 0 
 Transferred to Income and Expenditure Account 36922 36922 
 Closing Balance 73584 110506 
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 Capital Profit on sale of assets 
  31st March 2018 31st March 2017 
 Opening Balance 61164 61164 
 Additions during the year 0 0 
 Transferred to Income and Expenditure Account 0 0 
 Closing Balance 61164 61164 
  

   
 General Reserve   
  31st March 2018 31st March 2017 
 Opening Balance 23127424 23127424 
 Additions during the year 0 0 
 Transferred to Income and Expenditure Account 0 0 
 Closing Balance 23127424 23127424 
    
 Income & Expenditure Account   
  31st March 2018 31st March 2017 
 Opening Balance -3984169008 0 
 Excess of Income over Expenditure/(Excess of Expenditure over 

income) for the year 730510137 -3708044926 
 Transfer from Grant received for purchase of computer and 

electronic equipment 2741152 1370576 
 Transfer from Grant received for construction of godowns 67053 67053 
 Transfer from Grant received for purchase of Diesel Generator 36922 36922 
 Transfer to Price Equalisation/Stabilisation Fund 2845127 277598633 
 Closing Balance -3253658872 -3984169008 
    
 Price Equalisation/Stabilisation Fund   
  31st March 2018 31st March 2017 
 Opening Balance 0 0 
 Transfer from Income & Expenditure Account 2845127 277598632 
 Transfer to Price Equalisation/Stabilisation Fund Utilised Account 2845127 277598632 
 Closing Balance 0 0 
    
 Price Equalisation/Stabilisation Fund Utilised Account   
  31st March 2018 31st March 2017 
 Opening Balance 1868684674 2126345215 
 Changes in accounting policy or prior period errors  -535259174 
 Current Year Utilisation 2845127 277598633 
 Closing Balance 1871529801 1868684674 
    
 Excess of income over expenditure (net of prior period adjustments) of  the Corporation 

from the year 1995-96 has been transferred to the Price Equalisation / Stabilisation Fund 
(P.E.S.F.) as contemplated in the amended article No.22 of Articles of Association and from 
there to Price Equalisation/ Stabilisation Fund Utilised Account on the lines indicated in the 
Government Order NO.FTD 232 FCS 92 dated 29.11.1996 issued by the Government of 
Karnataka and as per the decision of the P.E.S.F. Committee. As there was no surplus 
amount available after utilisation of funds as per the Government Order, the Corporation 
has not remitted any amount from the said amount to Government Account. 
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NON CURRENT LIABILITES 
    
14 PROVISIONS 
  31st March 2018 31st March 2017 1st April 2016 
 Provisions    
   - for Employee Benefit Obligations    
           Towards Leave Encashment 127459546 91721669 87758125 
           Towards Gratuity  92428610 113988772 159917105 
 Total 219888156 205710441 247675230 

14.1 Information as required under IND-AS 19 is furnished in Note No. 23.1.5 
     
15 OTHER NON-CURRENT LIABILITIES 
  31st March 2018 31st March 2017 1st April 2016 
 Rent Deposits received 540000 537900 537900 
 Total 540000 537900 537900 
 
 CURRENT LIABILITIES    
     
16 BORROWINGS 
  31st March 2018 31st March 2017 1st April 2016 
 Loans repayable on demand from Banks - 

Secured 5200666834 5405409135 4487347599 
 Loans repayable on demand from Others - 

Unsecured 0 0 0 
 Total 5200666834 5405409135 4487347599 
     
 The Company has availed the following facilities from bank: 
 

Particulars 
Limits 

 2017-18 2016-17 2015-16 
 From Canara Bank against hypothecation of 

stocks procured under MSPO 2015-16 1150000000 1150000000 0 
 From Canara Bank against hypothecation of 

Paddy and Levy Rice 0 2500000000 2500000000 
 From Indian Bank against hypothecation of 

stocks in godowns, book debts and receivable 
from Government. This loan is guaranteed by 
State Government of Karnataka 4000000000 4000000000 4000000000 

 From Canara Bank - cash credit against 
hypothecation of receivables and stock 2500000000 0 0 

     
 As against the above limits the following is the outstanding as the end of the year 
 

Particulars 
Limits 

 2017-18 2016-17 2015-16 
 From Canara Bank against hypothecation of 

stocks procured under MSPO 2015-16 276269190 843168059 0 
 From Canara Bank against hypothecation of 

Paddy and Levy Rice 0 1627658354 1122238791 
 From Indian Bank against hypothecation of 2627767540 2934582722 3365108808 
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stocks in godowns, book debts and receivable 
from Government. This loan is guaranteed by 
State Government of Karnataka 

 From Canara Bank - cash credit against 
hypothecation of receivables and stock 2296630104   

 
17 TRADE PAYABLES    
  31st March 2018 31st March 2017 1st April 2016 
 Sundry Creditors for Trade 2204784817 2681912499 6236033309 
 Total 2204784817 2681912499 6236033309 
     
 Sundry creditors includes a debit balance of Rs. 179.90 lakhs (PY 179.90 lakhs) due to non-

reconciliation of Bank Accounts in Shimoga District. 
     
18 OTHER FINANCIAL LIABILITIES 
  31st March 2018 31st March 2017 1st April 2016 
 

a) 

Advance from Govt., of 
Karnataka for purchase of Rice 
from Haryana 10000000 10000000 10000000 

 b) Interest payable to Government 29300000 29300000 29300000 
 c) Towards salary Arrears 0 0 5565253 
 d) Advance/Loan-MSP-KSAMB 6335924705 7040024705 6011688567 
 

e) 
Security and Trade Deposits from 
customers and contractors 115320238 80437371 69328139 

 

f) 
Interest accrued and due under 
centrally sponsored scheme 9722235 9722235 9722235 

 g) JDFS 3.5% Polished Rice 1114559 1114559 1114559 
 

h) 
Grant received from GoK - 
Computers 0 0 0 

 i) Statutory dues Payable -3893925 10601842 -5784395 
 j) Outstanding liability for Expenses 576936846 265216402 249808463 
 k) Legal metrology department 20020291 20020291 20020291 
  Total 7094444950 7466437405 6400763112 
      
 Interest Accrued and Due under Central sponsored schemes Rs.97.22 lakhs (Previous year 

Rs.97.22 lakhs) represents interest (inclusive of   penal interest) on loans sanctioned for 
purchase of mobile vans and for construction of godowns sanctioned by Government of 
India upto 30-9-2004 (date of repayment of loan) in respect of which the Corporation has 
sought waiver.  The matter is under correspondence with the Government. 

      
 Security & Trade Deposits includes amount recovered by the Corporation during 2004-05 a 

sum of Rs. 210.75 Lakhs representing 50% of interest received from FCI relating to MSP 
operation for 2000-01(as per costing sheet) and to be passed on to Karnataka State 
Agricultural Marketing Board (KSAMB) based on AG comments & Pending final decision as 
to sharing of such interest (in view of use of own funds) and final settlement/reconciliation 
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of Corporation’s claim with GOI/FCI. 
      
 No adjustment in the account has been made for interest on funds received from KSAMB 

for the years 2001-02 to 2005-06 claimed as stated in para 16.11 below, pending final 
decision/settlement. No adjustment in the account has been made for claim of Rs.231.54 
lakhs by KSAMB towards interest portion (relating to crop year 2005-06) as the liability for 
payment of interest portion arises only after full and final settlement by GOI and on 
completion of reconciliation, as also on final decision regarding  sharing of interest. 

      
 The loan / advance - MSP from KSAMB includes Rs.544 lakhs received against incentives 

given to farmers for FY 2012-13 and FY 2013-14. However, pending confirmation from 
KSAMB, the amount is not adjusted against claims receivable disclosed under Other 
Current Assets (Refer Note 7). 

      
19 OTHER CURRENT LIABILITIES 
   31st March 2018 31st March 2017 1st April 2016 
 Other Advances - received against 

purchase 1685505497 487387935 245854650 
 Total 1685505497 487387935 245854650 
      
20 PROVISIONS 
   31st March 2018 31st March 2017 1st April 2016 
 i) Towards Leave Encashment 55193732 41081762 43280300 
 ii) Towards Gratuity  36989445 44254874 25026086 
  Total 92183177 85336636 68306386 
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NOTE 

21 REVENUE FROM OPERATIONS 
The Company derives the following types of revenue 

 Particulars 31st March 2018 31st March 2017 
 Sale of Products 5,838,119,605 6,278,004,225 
 Other Operating Revenues 15,666,326,694 15,034,079,899 
  21,504,446,299 21,312,084,124 
    
22 OTHER INCOME   
 Particulars 31st March 2018 31st March 2017 
 Forfeited EMD 425,948 120,000 
 Forfeited Gratuity 54,250 74,499 
 Forfeited Superannuation 39,142 0 
 Other Income 39,370,433 1,803,244 
 Insurance Claims 0 92,733 
 Interest Receipts 1,665,354 548,016 
 Rent Receipts 3,363,420 3,182,558 
 Installation/Service Charges 350,310 417,876 
 Penalty Receipts 946,350 21,327,925 
 Profit on Sale of Assets 67,993 0 
  46,283,199 27,566,852 
    
23 PURCHASES OF STOCK-IN-TRADE  
 Particulars 31st March 2018 31st March 2017 
 Purchases - Traded Goods 20,984,612,336 16,797,209,064 
  20,984,612,336 16,797,209,064 
    
24 CHANGES IN INVENTORIES OF STOCK-IN-TRADE 
 

Particulars 
31st March 

2018 
31st March 

2017 
 Traded Goods - Opening Balance 454,435,560 3624625979 
 Traded Goods - Closing Balance 711,076,349 454435559.6 
 Total Changes in Inventories of Stock in 

Trade -256,640,790 3,170,190,419 
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25 EMPLOYEE BENEFIT EXPENSE 
 Particulars 31st March 2018 31st March 2017 
 Salary, Wages and Bonus 373,321,988 391,392,984 
 Contribution to Provident Fund 38,040,403 38,711,564 
 Contribution to Superannuation 

Fund 7,450,119 8,652,270 
 Gratuity 25,533,815 24,944,895 
 Leave Compensation 53,398,569 2,021,704 
 Staff Welfare Expenses 1,334,574 1,085,712 
  499,079,468 466,809,129 
 
25.1 

 
The Corporation has made available following significant benefits to its 
employees:- 

    
25.1.1 Contribution under State Plans (defined contribution plans) such as provident fund 

and pension in terms of  Employees’ Provident Funds and Miscellaneous Provisions 
Act, 1952 and medical insurance in terms of Employees State Insurance Act, 1948. 

    
25.1.2 Compensated absence such as eligibility for earned leave, which is allowed to be 

accumulated and/or encashed as per Corporations’ rule. The Corporation has not 
funded the obligation under this long term benefit. 

    
25.1.3 Gratuity on superannuation of employment - The Corporation has taken Master 

Policy from Life Insurance Corporation of India (LIC) to fund this defined benefit 
plan. The premium paid under the said policy includes premium for life cover 
which is treated as staff welfare expenses. 

    
25.1.4 Superannuation benefit- The Corporation has taken policy with an insurance 

company to fund this post employment benefit plan in respect of employees not 
eligible for bonus. The premium paid is a defined contribution as fixed by the 
Board of Directors of the Corporation from time to time.  
 

25.1.5 Other disclosed as per Ind As 19 page to be included here. 
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NOTE 25.1.5 OTHER DISCLOSURES AS PER IND AS 19 

Particulars 

As on 31.3.2018 As on 31.3.2017 

Gratuity 
(Funded) 

Leave 
encashment 
(unfunded) 

Gratuity 
(Funded) 

Leave 
encashment 
(unfunded) 

Changes in present value of obligation: 
i) Present value of obligation as on 01.04.2017 393446022 132803431 394517207 131038425 
ii) Current service cost 12011931 4250670 12549633 3795241 
iii) Interest Cost 26729992 8691600 29486385 7338912 
iv Actuarial losses/(Gains) 12761343 64714153 8767596 32979790 
v) Prior Service Costs 4400847 0 0 0 
vi) Benefits paid/availed -55565320 -27806576 -51874799 -42348937 
vii) Present value of obligation as on 31.03.2018 39378481 182653278 393446022 132803431 
Changes in fair value of plan assets: 
i) Fair value of plan assets as on 01.04.2017 235202376 0 209574016 0 
ii) Expected return on plan assets (interest credited) 17525943 0 17055786 0 
iii) Contribution by Corporation 64666532 27806576 59121416 42348937 
iv) Benefits paid (disbursement by LIC) -55565320 -27806576 -5187799 -42348937 
v) Actuarial Gain/(loss) 2537230 0 1325957 0 
vi) Fair value of plan assets as on 31.03.2017 264366761 0 235202376 0 
 (**) Held in insured management fund of LIC     
Liabilities recognized in Balance Sheet: 
i) Present value of obligation as on 31-03-18 393784815 182653278 393446022 132803431 
ii) Fair value of plan asset 264366761 0 235202376 0 
iii) Present value of unfunded obligation 129418054 182653278 158243646 132803431 
iv) Amount in the Balance Sheet – Liability 129418054 182653278 158243646 132803431 
Total expenses recognized in Income and Expenditure A/c: 
i) Current service cost 12011931 4250670 12549633 3795241 
ii) Interest cost 9204049 8691600 12430599 7338912 
iii) Expected return on plan asset 0 0 0 0 
iv) Actuarial losses /(gain) 0 64714153 0 32979790 
v) Past Service Cost 4400847 0 0 0 
vi) Total expense recognized in Income and Expenditure A/c 25616827 77656423 24980232 44113943 
 (*)  Included in Salaries and Wages     
 Shown as Earned leave encashment (provision)     
Total expenses recognised in Other Comprehensive Income 
i) Actuarial (Gain)/Loss due to financial assumption changes in 

DBO 
7644511 0 0 0 

ii) Actuarial (Gain)/Loss due to experience on DBO 5116832 0 8767596 0 
iii) Return on plan assets (greater)/less than discount rate -2537230 0 -1325957 0 
iv) Total Actuarial (gain)/loss included in OCI 10224113 0 7441639 0 
The principal actuarial assumption as on 31.3.2018 
i) Discount rate 0.0731 0.731 0.08 0.0668 
ii) Salary escalation (*) 0.07 0.07 0.07 0.06 
 (*)   Estimate for future salary increases takes into account inflation, seniority, promotion and other relevant factors.  
iii) Retirement age 60 60 60                  60 
iv) Valuation method        Projected Unit Credit Method     
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Benefits obligations are estimated using the projected Unit Credit method. Under this 

method each participant’s benefits under the plan are attributed to years of service, taking 
into consideration future salary increase and the plan’s benefit allocation formula. 

 
An individual’s estimated attributed benefits for valuation purposes related to a particular 

separation date(e.g. expected date of retirement, leaving service or death) is the benefit 
described under the plan based on credited service as at the measurement date, but 
determined using the projected salary that would be used in the calculation estimate of the 
benefit on the expected separation date. 

 
The benefit attributed to an individual’s service during a plan year is the excess of the 

attributed benefit for valuation purposes at the end of the plan year over the attributed benefit 
for valuation purposes at the beginning of the plan year. Both attributed benefits are 
estimated from the same projections to the various anticipated separation dates. 

 
An individual’s estimated benefit obligation is the present value of the attributed benefit 

for valuation purposes at the beginning of the year, and the service cost is the present value 
of the benefit attributed to the year of service in the plan yea. If multiple decrements are 
used, the benefit obligation and the service cost for an individual are the sum of the 
component benefit obligations and service costs associated with the various anticipated 
separation dates. Such benefit obligations and service costs reflect the estimated attributed 
benefits and the probability of the individual separating on those dates. 

 
In all cases, the benefit obligation is the total present value of the individual’s attributed 
benefits for valuation purposes at the measurement date, and the service cost is the total 
present value of the individual’s benefits attributable to service during the year. If multiple 
decrements are used, the present values take into account the probability of the individual 
leaving employment at the various anticipated separation dates. 
 
    
26 FINANCE COSTS   
 Particulars 31st March 2018 31st March 2017 
 Interest 218,728,842 147,248,534 
 Other Borrowing Costs 35,883,384 37,047,008 
  254,612,226 184,295,541 
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27 OTHER EXPENSES   
 Particulars 31st March 2018 31st March 2017 
 Advertisement Charges 992,210 681,160 
 Communication Expenses 4,293,866 4,841,746 
 Conveyance Charges 658,276 608,372 
 Data Entry Operating Charges 13,925,469 11,751,118 
 Electricity and Water Charges 2,990,046 3,078,023 
 General Charges 3,680,525 2,986,003 
 Insurance 3,226,890 5,112,488 
 Lab Analysis Charges 156,870 181,200 
 Legal and Professional Charges 9,042,239 6,959,694 
 Membership and Periodicals 140,950 90,535 
 Miscellaneous Expenses 3,074,595 2,502,337 
 Office/Godown Expenses 5,362,905 2,674,323 
 Packing Charges 3,540,016 42,402 
 Payment to Statutory Auditors 570,000 690,000 
 Printing and Stationery 3,151,339 2,851,436 
 Provisions 21,843,009 261,977,201 
 Rates & Taxes 6,409,048 4,997,767 
 Remuneration to Chairman/Vice 

chairman 1,380,000 908,334 
 Rent 111,782,735 101,382,233 
 Repairs 696,118 1,928,571 
 Sitting Fees to Directors 68,900 26,700 
 Travelling Expenses 3,070,159 3,271,135 
 Vehicle Maintenance 6,165,611 6,900,903 
 Watch and Ward 5,851,942 3,531,680 
  212,073,716 429,975,362 
    
28 EXCEPTIONAL ITEMS 
 Particulars 31st March 

2018 
31st March 

2017 
 Interest to Chattisgarh Food & Civil Supplies 

Corporation 52,501,362 0 
  52,501,362 0 
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29 ITEMS THAT WILL NOT BE RECLASSIFED TO INCOME AND 
EXPENDITURE ACCOUNT 

 Particulars 31st March 
2018 

31st March 
2017 

 Changes in Fairvalue of FVOCI - Long Term Advances 946706588 -3976727369 
 Remeasurements of post employment benefit 

obligations -10224113 -7441639 

  936482475 -3984169008 

 

NOTE 30 DISCLOSURES UNDER IND AS 108 
 

Particulars PDS NON PDS TOTAL 

Revenues 20697888276 772266847 21470155124 
Previous Year 20527891189 738013535 21265904724 
    
Segment Operating Results 693030365 49153213 742183578 
    
Previous Year 1251894135 46611111 1298505245 
    
Unallocable Income   78909020 
Unallocable Expenses   721616702 
    
Operating Income   99475896 
    
Interest   307113588 
    
Interest Income   1665354 
    
Income before Profit   -205972338 
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NOTE 31  
RECONCILIATION BETWEEN THE GAAP AND IND AS EQUITY AS ON TRANSITION DATE 

Particulars Amt. in Rs. Amt. in Rs. 
Equity as per GAAP as on Transition Date  2183147697 
Add:   
 Advances Write Back 91968945  
 Sundry Creditors write back 152467794 244436739 
Less:   
 Prior Period Items 2016-17 effecting opening balances 53909716  
 Provisions Created 692577266  
 VAT Refund written off 1258033  
 Prior Period items of 2017-18 adjusted effecting Opening balances 31950898 779695913 
Equity as per IND AS  1647888523 
 
RECONCILIATION BETWEEN THE GAAP AND IND AS EQUITY AS ON 31.03.2017 

Particulars Amt. in Rs. Amt. in Rs. 
Add:   
 Advances Write Back 91968945  
 Provisions reversed during the year 306596  
 Sundry Creditors write back 152467794 244743335 
Less:   
 OCI 3976727369  
 Prior Period Items 2016-17 effecting opening balances 31950898  
 Provisions Created 692577266  
 VAT Refund written off 1258033  
 Provisions created during the year  261977201  
 Prior Period items of 2017-18 adjusted effecting Income and 

Expenditure Account 4450890 4968941657 

Equity as per IND AS   
-

2051500133 
 
RECONCILIATION BETWEEN THE GAAP AND IND AS PROFIT AND LOSS FOR THE YEAR 
2016-17 

Particulars Amt. in Rs. 
Profit as per GAAP as on 31.03.2017 482368772 
Add:   
 Prior Period items adjusted to Opening Balance 53909716  
 Provisions reversed to Income and Expenditure Account 306596  
 Reclassification of Expenses to OCI 7441639 61657951 
Less:   
 Provisions created 261977201  
 Prior Period items of 2017-18 adjusted to expenses 4450890  
 Reclassification of Income to Statement of Equity 1474551 267902641 
 Prior Period items of 2017-18 adjusted effecting Opening balances 31950898 779695913 
Profit as per IND AS  276124082 
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RECONCILIATION BETWEEN THE GAAP AND IND AS CASH FLOWS FOR THE YEAR 
2016-17 

Particulars Amt. in Rs. 
Cash and Cash Equivalents as on 31.03.2017 as per GAAP 1621831739 
Less: Short term Borrowings 5405409135 
Cash and Cash Equivalents as on 31.03.2017 as per INDAS -3783577395 
  
  
32 RELATED PARTY DISCLOSURE 
 There are no Transactions between related parties other than the remuneration paid to the 

Chairman/ Managing Director, the particulars of which are furnished below:- 
 Particulars of Managerial Remuneration Furnished as required Under Section 198(4):- 
 Salaries, Wages includes remuneration paid to: 
    (Amt. in Rs) 

 PARTICULARS 2017-18 2016-17 

 i) Chairman/ Vicechairman    
  Remuneration 8,40,000 6,14,000 
  HRA 5,40,000 2,94,000 
 ii) Managing Director   
  Salaries and Allowances  15,37,733 6,80,000 
  Home Orderly 0  
     
33 CONTINGENT LIABILITIES & COMMITMENTS TO THE EXTENT NOT PROVIDED 

FOR 
33.1 CONTINGENT LIABILITIES   
   (Amt. in Rs) 
 PARTICULARS As at As at 
 31-03-2018 31-03-2017 
 a) In respect of storage charges for Khariff    Marketing 

Season 2000-01 to 2003-04  Claimed by State 
Warehousing Corporation  but not accepted by the 
Company 186,53,171 186,53,171 

 b) Others:- Also Claims against the Corporation not 
acknowledged as debt to the extent    ascertainable -Ref 
Note 33.3,  34(b) & 10.3 20,95,000 20,95,000 

 c) Commitment:- For registration charges of KIADB Land at 
Mangalore and Hassan, which has not been provided for in 
the books. 0 5,10,000 

  
33.2 Income Tax – Status of assessments 
 i) During 2015-16, the Assessing Officer has reopened the assessment order passed for the 

Assessment Year 2008-09 on 20.12.2010 and disallowed certain deductions claimed under 
Income tax Act. As a result of this a demand of Rs.24.13 Lakhs has been raised. The 
Corporation has filled an appeal before CIT (A) against the order.     
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33.3 Provident Fund Authorities has raised a demand of Rs. 2674.44 lakhs towards Providend Fund 
dues in respect of loading & Unloading workers for the period 2004-05 to 2015-16 and recovered 
an amount of Rs. 203.12 lakhs (included in Note No.6). The Corporation has preferred an appeal 
before the Employee Providend Fund Appellate Tribunal, which has stayed the operation of the 
order. The same has not been provided for in the accounts, as the Corporation is hopeful of getting 
favourable order 

     
34 Provision, Contingent liabilities and Contingent assets   
 a) Movement of Provisions Leave 

Encashment Gratuity 

  Balance as on 1-4-2017 132803431 158243646 
  Add: Amount provided 77656423 35840941 
   210459854 194084587 
  Less Amount contributed /Incurred /charged/amount reversed 27806576 64666532 
  Balance as on 31-3-2018 182653278 129418055 
     
 b) Liabilities in respect of Contingent Liabilities referred to in Note 33 and 10.3  are 

dependent upon outcome of court/arbitration/ out of court settlement, development, 
disposal of appeals/reference application and settlement in terms of contractual 
obligation respectively.  No reimbursement is expected in such cases except relating to 
claims of State Warehousing Corporation, which is reimbursable by Government of 
India. 

     
35 ADDITIONAL INFORMATION   
35.1 According to the information available with the Corporation, there are no dues as on             

31-3-2018 to suppliers who are registered as micro, small or medium enterprise under the 
Micro, Small and Medium Enterprises Development Act, 2006. However the process for 
Identification of suppliers who are registered as per this act will be taken in subsequent years. 

     
35.2 Sundry Creditors for trade , Advance from Government, Security and Trade Deposits, 

Outstanding liabilities, Sundry Debtors and Advances and deposits (which are stated net of 
debit/credit balances) are as per  books  and are subject to confirmation. 

     
35.3 The Corporation has been set up in terms of the order of the Government of Karnataka to act as its 

agent and  as per Clause 22 of Articles of Association of the Corporation, all its income belong to 
Price Equalisation/Stabilisation Fund (PESF), Department of Food & Civil Supplies.  The 
Management is therefore of the view that all its activities are for public charitable purposes- 
advancement of object of general public utility and no part of income is eligible to income tax as 
relating to trading / commercial business activity in terms of amendment made by Finance Act 
2008 to Sec 2(15) of IT Act relating to definition of the term ‘Charitable purpose’. Further as per 
the opinion of the tax experts, the activities of the Corporation cannot be termed to be an activity 
falling under Advancement of object of general public utility and that the main object of the 
Corporation could be termed as Relief of the poor and accordingly the amendment made to Section 
13(8) is not applicable to the Corporation. However, a provision of Rs. 50.00 lakhs (previous year 
Rs.58.59 lakhs) towards income tax for the year has been made in respect of estimated income 
from non PDS activity (viz., LPG & Petroleum products excluding Kerosene) as a measure of 
abundant precaution in earlier years. For the year provision has not been made since loss in 
incurred by the Corporation. 
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36 Leases   
 LEASE RENT INCOME:   
 Future minimum lease payments/rent receivable under non cancellable operating lease is as 

under 
         2017-18     2016-17 
 i) not later than one year 2872656 2872656 
 ii) later than one year and not later than five years 21307112 15733840 
 iii) later than five years 44020711 52466639 
     
 LEASE RENT EXPENDITURE:   
 Future lease rent payable under non concellable lease      2017-18     2016-17 
 i) not later than one year 120000 120000 
 ii) later than one year and not later than five years 672000 648000 
 iii) later than five years 144000 288000 
     
37 Corporate Social Responsibility:-   
 The Corporation has claimed the exemption in this regard from GOI as the Corporation is treated 

as Public Charitable Trust under Income Tax Act 1961. The exemption is yet to be received from 
GOI. In view of this, the Corporation has not made any provision for CSR in the Accounts. 

     
38 Previous year figures has been regrouped, reclassified, wherever necessary to confirm to the 

current year presentation. 
     
39 The Operating Cycle for the purpose of classification of assets and liabilities as current and 

noncurrent has been considered as 12 months 
     
40 Break up of Opening Stock, purchases, sales and Closing Stock under broad heads is  

furnished in Annexure-IV 
     
    
         

For and on behalf of the board of directors Refer our report even date 
For Rao & Swami 

Chartered Accountant 
FRN 00031055 

 
 

Sd/- 
(K. Hemaji Naik IAS) 

Managing Director 

Sd/- 
(M.V. Chandrakanth) 

Director 

Sd/- 
(N. Ramesh) 

M.No. 016153 
Partner 

 
Place: Bengaluru 
Date : 23.11.2018 

 Place: Bengaluru 
Date : 23.11.2018 
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ANNEXURE I 

Notes 4 - Property Plant and Equipment & Depreciation Under Companies Act 2013 
Amount in Rs. 

Sl. 
No. Particulars Rate 

Gross Block (at cost) Depreciation Block Net Block 

42826 Additions Deletions 31 Mar 2018 01 April 2017 For The Year Adjustment  
/ Deletions 31 Mar 2018 31 Mar 2018 31 Mar 2017 

 Bangalore            
a Tangible Assets            
             
1 Land  14517084 7405130 0 21922214 0 0 0 0 21922214 14517084 
2 Leasehold Land  18103157 0 0 18103157 0 0 0 0 18103157 18103157 
3 Buildings  103554533 0 0 103554533 23045872 3366720 0 26412592 77141941 80508661 
4 Factory Buildings  888368 0 0 888368 629739.0182 26776.32273 0 656515.3409 231852.6591 258628.9818 
5 Well & Borewell  298953 0 0 298953 284005 0 0 284005 14948 14948 
6 Roads & Drainage  202001 0 0 202001 191901 0 0 191901 10100 10100 
7 Furniture and Fixtures  14896923 54743 0 14951666 12570920 347681 0 12918601 2033063 2326003 
8 Motor Car 1  19646605 0 0 19646605 14819271 1128800 0 15948071 3698534 4827334 
9 Motor Car II  0 4996416 0 4996416 0 377127 0 377127 4619289 0 
10 Motor Lorries I  217046 0 0 217046 217045 0 0 217045 1 1 
11 Motor Lorries II  0 0 0 0 0 0 0 0 0 0 
12 Motor Lorries III  9052620 0 0 9052620 8402413 110621 0 8513034 539586 650207 
13 Weigh Bridge  164031 0 0 164031 164030 0 0 164030 1 1 
14 Plant and Machinery  5582392 0 0 5582392 5504225 5977 0 5510202 72190 78167 
15 Moisture Meter  1675818 0 0 1675818 1005223 72382 0 1077605 598213 670595 
16 Electrical Fittings  139945 0 0 139945 99668 9587 0 109255 30690 40277 
17 Xerox and Off 

Machinery  1309270 0 0 1309270 869000 86513 0 955513 353758 440270 
18 Plant and Machinery II  8907917 571353 0 9479270 6036330 687500 0 6723830 2755440 2871587 
19 Under Ground Tanker  525232 0 0 525232 525231 0 0 525231 1 1 
20 Computers and 

Electronic Equip.  19631077 381777 0 20012854 17930656 465826 -91456 18487937 1524916 1700421 
21 Electrical Installation  4912466 0 0 4912466 4544980 30466 0 4575446 337020 367486 
22 Building- Lease Hold  22358593 0 0 22358593 14192210 1006390 0 15198600 7159993 8166383 
23 Computers and 

Electronic Grant  22981219 0 0 22981219 15091474 2741152. 91456 17741171 5240048 78897445 
 Total  269565250 13409419 0 282974669 126124193 10463517 0 136587710 146386956 143441057 
             
b Intangible Assets    - -   -   - 
 Computer software   - - -  - - - - - 
             
 TOTAL  269565250 13409419 0 282974669 126124193 10463517 0 136587710 146386956 143441057 
             

Previous Year Figures : 

Gross Block (at cost) Depreciation Block Net Block 

01 Apr 2016 Additions Deletions 31 Mar 2017 01 April 2016 For The Year 
Adjustment  

on 
Deletions 

31 Mar 2017 31 Mar 2017 31 Mar 2016 

260163013 9402237 0 269565250 116936240 9187953 0 126124193 143441057 143226773 
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ANNEXURE II 
Details of Lease hold Land 

Name of the Place Date of 
lease deed 

Site 
Measurement in 

Square Feet 
Cost Lease 

Period Remarks 

Shimoga, Shimoga District 09-11-2004 18,000.00 360,000.00 11 years Godown constructed  
Bhadravathi, Shimoga District 24-04-2008 6,300.00 343,000.00 11 years Godown constructed  
Shikaripura, Shimoga District 1995-96 4,000.00 32,000.00 11 years Godown constructed 
Sagar, Shimoga District  23-04-2007 6,000.00 396,000.00 10 years Godown constructed 
Hosanagara, Shimoga District  23-04-2007 10,400.00 347,000.00 10 years Godown constructed 
Soraba, Shimoga District 26-03-2009 7,605.00 251,000.00 10 years Godown constructed 

Honnali, Davanagere district  2004-05 10,000.00 50,000.00 10 years 
Lease period is over. Godown is 
constructed. Further action has to 
been taken to get the sale deed. 

Bangarpet, Kolar district 26-10-2007 36,907.50.00 353,000.00 10 years 
Lease period is over. No further 
action has been taken for renewal 

Navanagara, Bagalkote district 10-04-2007 7,750.02 213,000.00 10 years Lease period is over. 
Beerur/Kadur, Chikmaglur district  05-10-2010 55,686.00 1,694,350.00 10 years Lease period is yet to be completed 
Gangavathi, Koppal district . 30-06-2010 21,780.00 2,122,065.00 10 years Lease period is yet to be completed 
Kenchana katte, Chitradurga district  12-06-2009 3,268.96 3,795,593.00 30 years Lease period is yet to be completed 
Bagalkote 11-09-2012 87,090.80 2,333,495.00 10 years Lease period is yet to be completed 
Bellary 01-04-2007 9,796.00 3,634,630.00 30 years Lease period is yet to be completed 
K R Nagar, Mysore district  28-12-2011 3,150.00 1,808,115.00 10 years Lease period is yet to be completed 
Turvekere, Tumkur district. 26-11-2011 6,653.38 369,909.00 10 years. Lease period is yet to be completed 
   18,103,157.00 
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ANNEXURE III 

Details of Land given on Lease 

Place of land held by 
Corporation Name of the Lessee 

Area of land 
given on lease  

in Sq. Ft 

Lease 
Period 

Lease rent receipt 
during 2017-18 

Banashankari, Bangalore 
South 

Indian Oil Corporation 
(IOC) 18341.00 30 years 

Rs. 98797.00 per 
month 

Kenchana katte, Chitrdurga 
district 

Hindustan petroleum 
Corporation (HPC) 1225.00 29 years Rs. 25000.00 per 

month 
Kadirena halli, Bangalore 
South 

Indian oil Petronus  
Private Limited (IPPL) 20017.00 30 years Rs. 140612.00 per 

month 

Bangara pet, Kolar district  
Indian Oil Corporation 
(IOC) 26620.00 30 years Rs. 9919.00 per month  
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KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION LIMITED 
Break up of Opening Stock, Purchases, Sales and Closing stock 

1) OPENING STOCK   
    
 COMMODITY AS AT 

01.04.2017 
AS AT 

01.04.2016 
   Rs. Rs. 

A)  PDS Commodities:   
 1 Rice 120363489 164417228 
 2 Wheat 68994291 109579709 
 3 Sugar 62083239 39097102 
 4 Ragi 0 0 
 5 Palmoil 74056542 114504600 
 6 Salt 4632879 6382613 
 7 Toordhal 26879278 0 
 8 Toor 46487694 0 
 9 Sun Flower Oil 3718790 0 
 10 Green Gram 9084602 0 
   416300804 433981252 
     

B)  MSP Commodities:   
 1 MSP-Maize  0 
 2 MSP-Ragi 4229981 2509552656 
 3 MSP-Rice 23883218 56269471 
 4 MSP-Paddy/Rice  616401889 
 5 Levy Rice  130541 1750152 
 6 Jowar  0 
   28243740 3183974167 
     

C)  Non PDS Commodities   
 1 L.P.G.Refills 2367631 1022928 
 2 Auto Gas/Fuel /Lubricants  3947481 3631402 
   6315111 4654330 
     

D)  Other-PDS   
 1 Kerosene  584642 908985 
 2 Empty Gunnies 2991263 1107239 
   3575904 2016224 
     

E)  Stock- in -Transit 846642 288094 
     
  Total 455282201 3624914067 
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2) PURCHASE VALUE   
 COMMODITY YEAR ENDED 

31.03.2018 
YEAR ENDED 

31.03.2017 
   Rs. Rs. 

A)  PDS Commodities:   
 1 Rice 11377707047 4894182274 
 2 Wheat 3212644231 476330782 
 3 Sugar 4326907 3200946478 
 4 Ragi 0 52177303 
 5 Salt 476185 572892278 
 6 Palmoline Oil 9380596 5658121952 
 7 Green Gram 1737974 883954025 
 8 Sunflower Oil 2693315 114234851 
 9 Toor Dhal 5168650127 48274838 
 10 Toor 0 46487694 
 11 Transportation charges -673910 47297182 
 12 Labour & Handling charges 715002 -310633 
 13 Storage & fumigation charges 453889 125434 
  sub total 19778111363 15994714459 
     

B)  MSP Commodities:   
 1 MSP Ragi 316063424 0 
 2 MSP-Paddy 0 0 
 3 MSP-Rice 0 0 
 4 MSP- Gunny 3287232 0 
 5 Levy Rice 0 0 
 6 MSP Jowar 0 0 
 7 Transportation charges 0 0 
 8 Storage & fumigation charges 0 0 
 9 Market Cess 0 0 
 10 Milling Charges 0 8253249 
 11 Labour & Handling charges 838722 -5727586 
  sub total 320189378 2525663 
     

C)  Non PDS Commodities   
 1 LPG Refills 381939347 342668485 
 2 LPG Stoves 1367627 1923281 
 3 LPG Accessories 434456 760301 
 4 Petrol 113525893 111223060 
 5 Diesel 157047999 145878321 
 6 Lubricants 316834 693809 
 7 Auto Gas 67230106 86165812 
 8 Transpotation Charges 417444 -51914 
 9 Labour & Handling charges 371871 782118 
 10 Other Non-controlled Commodities 49920 719537 
  sub total 722701496 690762810 
     

D)  Other-PDS   
 1 Kerosene 156822762 98626935 
 2 Jowar 0 4222548 
 3 Transportation charges 4357857 4056255 
  sub total 161180619 106905738 
     

E)  Other Commodity:   
 1 Seized Rice 2380702 1017460 
 2 Seized wheat 48778 1282935 
  sub total 2429480 2300395 
  Total 20984612336 16797209064 
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3) SALES  VALUE   

    
 COMMODITY YEAR ENDED 

31.03.2018 
YEAR ENDED 

31.03.2017 
   Rs. Rs. 

A)  PDS Commodities:   
 1 Rice 1231587295 413873699 
 2 Wheat 718475522 93913355 
 3 Sugar 65808518 1480662105 
 4 Ragi 0 3956191 
 5 Salt 8409110 189522567 
 6 Palmoline Oil 82057876 2607319460 
 7 Green Gram 3227854 466286321 
 8 Sunflower oil 6219357 55937489 
 9 Toordhal 2791112414 1494126 
 10 Toor 23257942 0 
 11 Jowar 2196 0 
  sub total 4930158086 5312965314 
     

B)  MSP Commodities:   
 1 MSP-Rice 438780 44481498 
 2 MSP-Ragi 0 69472962 
 3 Mill Point Levy Rice 0 0 
 4 MSP-Maize  0 0 
 5 MSP Jowar 0 0 
  sub total 438780 113954460 
     

C)  Non PDS Commodities   
 1 LPG Refills 413347382 372823549 
 2 LPG Stoves 1671698 2451244 
 3 LPG Accessories 879106 1144705 
 4 Petrol 116581499 114620988 
 5 Diesel 160674282 150074046 
 6 Lubricants 241899 576687 
 7 Auto Gas 77111475 94908916 
 8 Non Controlled Commodities 84997 1337650 
  sub total 770592337 737937785 
     

D)  Other-PDS Commodities   
 1 Kerosene  129316416 110058245 
 2 Empty Gunnies 5939475 3012672 
  sub total 135255891 113070916 
     

E)  Other Commodity   
 1 Seized commodities 1674510 75750 
  sub total 1674510 75750 
     
  Total 5838119605 6278004225 
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4) 

 
CLOSING STOCK VALUE 

  

    
 COMMODITY AS AT 

31.03.2018 
AS AT 

31.03.2017 
   Rs. Rs. 

A)  PDS Commodities:   
 1 Rice 63575778 120363489 
 2 Wheat 23994400 68994291 
 3 Sugar 2535309 62083239 
 4 Ragi 0 0 
 5 Palmoil 3725193 74056542 
 6 Salt 298989 4632879 
 7 Toordhal 278849198 26879278 
 8 Toor 584739 46487694 
 9 Sun Flower Oil 166492 3718790 
 10 Green Gram 7375146 9084602 
   381105244 416300804 
     

B)  MSP Commodities:   
 1 MSP-Maize 0 0 
 2 MSP-Ragi 319122891 4229981 
 3 MSP-Rice 253858 23883218 
 4 MSP-Paddy/Rice 0 0 
 5 Levy Rice  1181 130541 
 6 Jowar  0 
   319377930 28243740 
     

C)  Non PDS Commodities   
 1 L.P.G.Refills 1962780 2367631 
 2 Auto Gas/Fuel /Lubricants/Accessories  6369672 3947481 
   8332453 6315111 
     

D)  Other-PDS    
 1 Kerosene  0 584642 
 2 Empty Gunnies 2260723 2991263 
   2260723 3575904 
     

E)  Stock In Transit 381345 846642 
     
  Total 711457694 455282201 

 



175

Indian Audit And Accounts Department

BY REGISTERED POST

CONFIDENTIAL

No. AG (E&RSA)/CAW/CA-II/G-40(157)/2017/18/75

To,

The Managing Director
Karnataka Food and Civil Suplies Corporation Limited
No. 16/1, Miller Tank Bed Area, Vasanthanagar
BANGALORE - 560 052.

Dated : 24-12-2018

(BIJIT KUMAR MUKHERJEE)
ACCOUNTANT GENERAL

(ECONOMIC & REVENUE SECTION AUDIT)
KARNATAKA, BANGALORE

Sir,

Subject : Comments of the Comptroller & Auditor General of India under Section 143(6)(b) of 
the Companies Act, 2013 on the accounts of Karnataka Food and Civil Supplies 
Corporation Limited, Bangalore, for the year ended 31 March 2018.

I forward herewith Comments under section 143(6)(b) of the Companies Act, 2013 on the 
accounts of Karnataka Food and Civil Supplies Corporation Limited, Bangalore, for the year 
ended 31 March 2018.

2. A copy of the proceedings of the Annual General Meeting adopting the certified accounts, 
Auditors Report thereon and the Comments of the Comptroller and Auditor General of India 
may be forwarded to this office immediately after the conclusion of the Annual General 
Meeting .  Six copies of the printed Annual Reports may also be sent to this office.

3. Receipt of the letter and the enclosures may please be acknowledged.

Yours faithfully,

Karnataka
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA 

UNDER SECTION 143 (6)(b) OF THE COMPANIES ACT, 2013 ON THE FINANCIAL 

STATEMENTS OF KARNATAKA FOOD AND CIVIL SUPPLIES CORPORATION 

LIMITED, BANGALORE FOR THE YEAR ENDED 31 MARCH 2018

The preparation of financial statements of Karnataka Food and Civil Supplies 

Corporation Limited, Bangalore for the year ended 31 March 2018 in accordance with the 

financial reporting framework prescribed under Companies Act, 2013 is the responsibility of the 

management of the Company. The statutory auditors appointed by the Comptroller and Auditor 

General of India under Section 143 of the Act based on independent audit in accordance with the 

standards of auditing prescribed under Section 143(6)(b) of the Act.  This is stated to have been 

done by them vide their Audit Report dated  20 November 2018.

I, on behalf of the Comptroller and Auditor General of India, have conducted a 

supplementary audit of the financial Statement of “Karnataka Food and Civil Supplies 

Corporation Limited, Bangalore” for the year ended 31 March 2018. under section 143(6)(a) 

of the Act . This supplementary audit has been carried out independently without access to the 

working papers of  the statutory auditors and is limited primarily to inquiries of the statutory 

auditors and company personnel and a selective examination of some of the accounting records. 

 

In view of revisions made to the statutory audit’s report, to give effect to some of my audit 

observations raised during supplementary audit, I have no further comments to offer upon or 

supplement to the statutory auditor’s report under section 143 (6) (b) of the act. 

For and on behalf of the

Comptroller & Auditor General of India

(BIJIT KUMAR MUKHERJEE)
ACCOUNTANT GENERAL

(ECONOMIC & REVENUE SECTION AUDIT)
KARNATAKA, BANGALORE

Bangalore
Date : 24-12-2018
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