
NEW MANGALORE PORT AUTHORITY

ACTION TAKEN NOTES ON THE SEPARATE AUDIT REPORT & MANAGEMENT LETTER ON THE AUDIT OF ANNUAL 
ACCOUNTS FOR THE FY 2024-25

AOR 
No.

Audit observation Action taken notes

SEPARATE AUDIT REPORT

A. BALANCE SHEET

Sources of Funds

Reserves and Surplus

Corporate Social Responsibility Fund ₹ 30,77,04,034

The above includes unutilised CSR fund of ₹ 
3,45,50,471 (for the period 2015-16 to 2021-22) in 
violation of Port"s CSR policy which stated that if the 
port is unable to spend the unutilised budget within 
the next two financial years, the unspent amount is to 
be transferred to a separate Sustainability Fund. 
Further, Port is obligated to spend CSR Fund hence it 
should have been accounted under liabilities instead 
of Reserves and Surplus.

1. In the new Common Framework for either in Current Financial 
Reporting (CFFR) or CSR guidelines provided by the ministry, there 
is no specific disclosure requirements as observed by the audit. 
However, New Financial Reporting format (CFFR) is under active 
consideration with the Ministry and once it is notified, the CSR Fund 
will be disclosed in accordance with the new notified CFFR.



This resulted in understatement of Current Liabilities and 
overstatement of Reserves and

Surplus by ₹ 30,77,04,034.

2. II Application of Funds

4. Current Liabilities & Provisions

A. Current Liabilities

(ii) Sundry Creditors, Deposits & Payables

(a) Accrued Expenses ₹ 66,10,86,863

The above does not include ₹ 5,34,69,009 being liability 
towards post Monsoon Maintenance dredging 
services for the period from 11.03.2025 to 
31.03.2025 (20 days) The related accrued expenses 
need to be provided for services availed during the 
year. Non-compliance resulted in understatement of 
Current Liabilities and overstatement of Profit by 
5,34,69,009.

Dredging is not period based expenditure, it is based on quantity 
dredged and quantified on the basis of survey conducted by 
engineers. For booking Accrued Expenses the Survey has to be 
conducted on the quantity dredged, the same did not happen until 
31st March 2025 and amount could not be estimated by 31st March 
for technical reasons. Hence, the amount was not provided in the 
accounts as accrued expenditure. However, audit observation is 
noted for future compliance

Application of Funds

Current Assets, Loans and Advances

Current Assets - Sundry Debtors- Schedule 4

Audit observations are noted.

These are old issues, wherein ledger verification exercise is in 
progress. Once the transactions are identified and reconciled, suitable 
action as deemed fit will be taken. The position will be updated in 

3.



 G.L. 16000010– Receivables Miscellaneous: 

₹10,25,71,339

The above head included unreconciled and unconfirmed 
dues pending since 2011 from Government and Non-
Government debtors. Hence, a provision needs to be 
created for unreconciled balances pending since 2011.

FY 2025-26.

As Regards creating Provision we are awaiting CFFR directives from the 
ministry were such policy directives may be embedded for Ports to 
Implement.

Application of Funds

Current Assets, Loans and Advances

Current Assets - Sundry Debtors – Schedule 4

Others: 32,23,52,498 (906 Estate Penalty)

The above head included disputed penalty of 1,78,34,643 
on estate dues from India Molasses Company Limited. 
The matter was referred to Conciliation Settlement 
Committee and a final settlement agreement executed 

(29.04.2025). As per the agreement NMPA was to pay

₹40,66,03,041 to India Molasses Company Limited. 
Being an adjusting event as defined under AS 4 - 
Contingencies and Events Occurring After the Balance 
Sheet Date, the liability for the same should be 
provided for. The amount of dues on account of 
penalty was also required to be reversed. These 
accounting entries were not made by the Port.

4. Audit observation is noted.

The Final settlement agreement was signed between the parties on 
29-4-2025. As per the CSC Final settlement agreement, NMPA had 
to pay Rs. 40,66,03,041/- within 7 days of signing/ authentication of 
the settlement agreement. Since the Final Settlement was reached 
only on 29-04-2025 and liability got crystalized after the agreement 
reached, the same is accounted during 2025-26.



This resulted in overstatement of Sundry Debtors by 

1,78,34,363 and understatement of Current Liability by ₹ 
40,66,03,041. Consequently, profit for the year was 
overstated by 42,44,37,404.

4.

(AE-
9)

II Application of Funds

1. Fixed/Capital Assets

A. Gross Block ₹13,49,05,04,847

B. Capital work in progress - ₹ 51,08,84,456

Gross Block of Fixed Assets does not include ₹ 
1,13,56,969 being cost of widening the service road 
with Bituminous layer. Although the work was 
completed on 29.12.2024, related cost was not 
capitalized but charged off as revenue expenditure.

Non-capitalization resulted in understatement of fixed 

assets and understatement of profit by ₹ 1,13,56,969. 
Subsequently depreciation is also understated.

Audit observation is noted.

Since the road belongs to NHAI the same cannot be capitalised in 
NMPA books and the road is also used for port activity related 
vehicles, the expenditure has been booked to revenue. It is a part of 
expenses related to maintaining the operation of the port.

B. PROFIT & LOSS ACCOUNT

Finance and Miscellaneous Income - Schedule-15

Interest on General Investments: ₹ 156,09,28,741

1. The Audit observation has been taken into consideration. The 
Investments in Mutual funds have since been redeemed on 
29.05.2025 (UTI MF) and 02.06.2025 (SBI MF)



The above head included 20,01,40,075, being difference 
between Net Asset Value (NAV) as on the previous year 
and current year which was recognised as interest income 
with a corresponding recognition of Current Assets 
(Interest Accrued on Investments), by keeping the 
investment at the carrying cost. Thus, recognising 
difference in NAV (unsold units) as income during the 
year resulted in overstatement of Interest on General 

Investment and profit by ₹20,01,40,075.

No corrective action was ensured despite repeated audit 
comments in Separate Audit Reports of 2020-21 to 2023-
24.

2. Expenditure Port & Dock Facilities for shipping: 

₹1,39,23,70,549 - Schedule 11 Dredging and 
Marine Survey: ₹ 38,71,65,323

Liquidated Damages (LD) of 2,45,30,968 was levied on 
Dredging Corporation of India Limited for delay in 
execution of post-monsoon maintenance dredging during 
2024-25. However, the LD amount was not deducted from 
the dredging expenses. LD amount was recovered and 
accounted during 2025-26. This resulted in overstatement 
of expenses and understatement of Profit by 2,45,30,968.

Liquidated damages are not booked on accrual basis. LD can be 
booked to the extent of bills available for adjustment and the 
executing engineer takes the call on LD. The bill for payment of Post 
Monsoon Maintenance dredging at NMPA of M/s Dredging 
Corporation of India Limited was received on 03.04.2025 from the 
concerned Department. Hence a sum of Rs.2,45,30,968/-(Liquidated 
Damages) LD was booked and accounted for FY 2025-26.

Management & General Administrative Expenses: Rs. 
64,31,19,263 –

3. The audit observation is noted and necessary action will be taken 
during the FY 2025-26.



Schedule 14 Management & Secretarial Expenses: ₹ 
27,62,97,741

The above did not include 1,89,60,000 being dues payable 
to Indian Port Association, relating to the period 2023-25. 
Non-provision of payables resulted in understatement of 
Management & Secretarial Expenses, liability for accrued 
expenses and overstatement of Profit by 1,89,60,000.

C. RECIEPTS & PAYMENT ACCOUNTS – Nil

D. ACCOUNTING POLICIES

Significant Accounting Policies (Schedule 17)

Consequent to enactment (February 2021) and adoption of 
Major Port Authority Act (Act), 2021 (November 2021), 
Major Port Authorities are to ensure compliance to 
Section 44(1) of the Act and Rule 8 (3) of Major Port 
Authorities (Accounts and Audit) Rule 2021. Accordingly 
Annual Statements of accounts are to be prepared in 
prescribed forms and shall give a true and fair view of the 
state of affairs of the Port in compliance with Accounting 
Standards of the Institute of Chartered Accounts of India 
issued from time to time.

However, the Annual Statement of accounts (2024-25) of 
the Port did not include any assertion on presenting the 
accounts in the prescribed format and compliance to 

1. a) Annual Accounts is prepared as per Common framework of 
Financial Report (Billimoria report) which is drafted according to 
Accounting Standards issued by ICAI. As noted by audit same has 
not been mentioned in accounting policies and will be corrected 
during printing of Annual Accounts.

b) Present Common framework of Financial Report doesn’t stipulate 
cashflow statement in Annual Accounts. Therefore, the same has not 
been provided. However, revised common frame work for financial 
reporting is under consideration of ministry, once the same is 
notified port will ensure compliance. 



Accounting Standards. The Annual Statement of accounts 
did not contain the Cash Flow Statement in compliance 
with Accounting Standard -3.

E. GENERAL – Nil

F. MANAGEMENT LETTER

Deficiencies which have not been included in this Separate Audit Report have been brought to the notice of the New Mangalore 
Port Authority through a Management letter being issued separately for remedial/corrective action.

G. ASSESSMENT OF INTERNAL CONTROLS

i) Adequacy of Internal Control System. The Port does not 
have an approved Internal Audit Manual. Internal audit of 
the Port was entrusted to Chartered Accountants, which 
covers major activities of the Port.

Since the internal audit is entrusted to professional Chartered firm 
and scope of audit is specified in the work order separate internal 
audit manual has not been made. However, IPA (Indian Ports 
Association) will be requested to draft common internal audit 
manual applicable to all major ports.

ii) Adequacy of Internal Audit System will be forwarded 
in due course.

Absence of effective internal control was evident from the 
facts that Depreciation on Fixed Assets was taken as 100 
years instead of 10 years.

a) With ref. to the Asset No.22184 SITC of split air conditioner at 
NMPA installed w.e.f.08.12.2022, its life norms have been 
erroneously taken as 100 years due to system error and same was 
rectified in Fixed asset module of ERP. Necessary control will be put 
up in FA module of ERP to avoid such errors in future.

iii) System of Physical Verification of Fixed Assets The Physical Verification of Fixed Assets of the Port is currently in-



Physical verification of Fixed Assets is carried out once in 
3 years. Physical verification of Assets was due for 2024-
25 and the same was not completed as on 31.03.2025.

progress. The details of the same will be provided to Audit once the 
same is completed.

iv) System of Physical verification of inventory Physical 
verification of inventories was carried out. However, the 
same was not reconciled by the concerned departments 
and differences, if any, was not updated in the accounts. 
Bin cards details called for were not produced. The value 
of slow moving, non-moving and obsolete items were not 
quantified in the report.

Physical verification report was forwarded to the concerned 
departments for necessary action. Updation will be done and 
intimated to Audit in FY 2025-26.

v) Regularity in payment of statutory dues The Port is 
regular in depositing undisputed statutory dues.

Factual.

vi) Other matters relating to functioning of the entity-Nil Factual

H. Grants in aid

No grants were received during the year.

Factual.

MANAGEMENT LETTER

Balance sheet as at 31st March 2025 Particulars

Schedule 1- Capital and General Reserve

Leave Encashment Fund – ₹ 18,00,00,000

1. Audit observation is noted and has been corrected in printed 
financials.



Less: Transfer to Reserve: ₹ 6,87,95,346

This includes an amount of ₹ 4,18,93,850 being the 
expenditure towards leave encashment, which was 
erroneously shown under "Transfer to Capital 
Reserve". The typographical error to be rectified.

2. II Application of Funds

4. Current Liabilities & Provisions

ii) Sundry Creditors, (a) Accrued Expenses 
66,10,86,863 Deposits & Payables

The above did not include 62,28,234 being charges 
towards LAN service availed from 09.03.2024 to 
31.03.2025. Although payment period is after three years, 
liability needs to be created for the services availed. Non-
compliance resulted in understatement of Current 
Liabilities and overstatement of profit by 62,28,234.1

As per the Tender conditions, to make payment towards warranty 
service certification by project in-charge on completion of warranty 
period (3 years) is a precondition. The tender condition further states 
that the amount is payable at the end of the warranty period, i.e., 
after 3 years. Hence, no liability towards expenditure accrues for 
Year on Year (YOY) basis.

II Application of funds

1.Fixed/Capital Assets - Schedule 2

A. Gross Block 13,49,05,04,847

Less: Accumulated depreciation - ₹5,53,88,80,984

Net Block 7,95,16,23,863 Schedule 17- Significant 

3. The Audit Observations are noted. The asset register will be 
reviewed and necessary action will be initiated in the FA module of 
ERP during FY 2025-26.



Accounting Policies - 5. Property, Plant and Equipment 
mandates depreciation on assets on straight line method 
and depreciation to be provided based on the economic 
life of assets as given in the directives/circulars/ guidelines 
issued by the Government. For Plant and Machinery, life 
norms fixed by the Ministry is adopted.

The above head included assets with 75 years life which 
was more than the actual economical life of the asset. 
Assets also included expenditure of revenue nature, which 
is incorrect.

Above discrepancies resulted overstatement of Fixed 

Asset and Profit by ₹.61,86,043.97 and 
understatement of prior period depreciation and 
current year depreciation by 59,02,749 and ₹ 
2,83,294.97, respectively.

II. Application of Funds

3. Current Assets Loans & Advances

iii. Inventories ₹1,22,23,450

The above head includes 34,15,465 accounted from 
Receiving Inspection Account, which is a clearing 
account. These unreconciled balances were pending since 
2011 and did not pertain to inventories. Hence, accounting 
it as inventories is incorrect. This resulted in 
overstatement of inventories and overstatement of profit 

Receiving Inspection Account is clearing account used for the 
purpose of supply chain module of ERP. In this account items of 
stocks received and pending for inspection are accounted. When the 
items are cleared after inspection, inventories are moved from this 
clearing account to Inventory account. This account is also used in 
the case of works bills paid through SCM (Supply Chain module). 
However, in case of E- measurement books this account will be 
cleared in single entry without requiring any inventory inspection.
During ERP implementation period some stocks have been taken for 
inspection and not transferred to stock account and issued to 
departments for which no clearing entry has been passed to this 

4.



by ₹.34,15,465. account. Hence, the balance to this account pertains to stock and the 
same has been included under stock.The audit observation is noted 
and department will try to collect information of the same during 
2025-26 and pass the correction entries accordingly.

5. l Application of Funds

3. Current Assets Loans and Advances

B. Loans and Advances- 533,91,05,963

Premium for the comprehensive insurance policy was 
Rs.6,39,46,411 and pertained from 08.04.2024 to 
07.04.2025. The entire premium was booked as 
expenditure during 2024-25, instead of treating & 
12,26,364 as prepaid expenditure which pertained to the 
period from 01.04.2025 to 07.04.2025. Consequently, 
Loans and advances and Operating surplus are understated 
and expenditure is overstated by Rs.12,26,364.

Audit observation is noted and will be corrected during FY 2025-26.

Profit and Loss Account

Schedule 6: Cargo & Handling & Storage Charges

Income from BOT contracts- 102,10,86,648

The above includes an amount of ₹ 52,04,649 being 
differential income on royalty on container handling 
dispute from JSW Mangalore Container Terminal Pvt. 
Limited. The matter is referred to Conciliation 

This amount of Rs. 52,04,649 relates to the differential amount of 
royalty claim raised by the Port based on the terms of the Concession 
Agreement. The Port is of the view that the claim is valid and has 
been accounted for on accrual basis in accordance with applicable 
accounting principles.

The recovery of this amount is uncertain at this stage since the issue 
is still under consideration by the CSC. The Port is committed to 
ensure compliance with prudent accounting practices and therefore 
will take appropriate action based on the final decision of the 

6.



Settlement Committee (CSC) for conclusion. Thus, 
recognizing the income which is uncertain is 
incorrect.

This resulted in overstatement of Income and Profit by ₹ 
52,04,649 and understatement of Current Assets, 
Loans and Advances to the same extent.

Conciliation Settlement Committee.

7. Schedule 18

Notes forming part of Balance sheet as on 31st March 
2025 and Profit and Loss

Account, for the year ended 31st March 2025

The notes to accounts - S1.8 on Insurance claims stated 

that insurance claim for ₹ 37.00 lakh for derailment of 5 
Nos. Railway Wagons loaded with Iron Ore Fines. 
However, this Insurance claim has been received under 
Policy No: 67050022230900000001 from New India 
Assurance Company Limited on 28.03.2025 in SBI Bank 
Account No.10205649448 for an amount of Rs.23,95,247. 
The Notes to accounts is deficient to that extent.

Insurance Claim lodged for losses incurred due to Railway 
derailment is yet to be settled by Insurance Company. It is informed 
that the amount of Rs.23,95,247/- observed by Audit was received 
on 28.03.2025 pertains to Claim settled by Insurance Company M/s 
New India Assurance Co. Ltd. towards loss of Non-inflatable Oil 
Spill containment boom which was lost during the year 2024-25. The 
claim pertaining to derailment of railway wagons as observed by Audit has 
been settled in FY 2025-26, i.e. on 17.09.2025 for an amount of  
Rs.28,57,348/-The audit may note the same and is requested to drop 
the Audit para.

ii) Adequacy of Internal Audit System will be 
forwarded in due course.

b) System of obtaining confirmation of balances from 
Sundry Debtors was not done.

8. Port is regular in sending letters to Parties for Confirmation of 
Balances; however, parties have not responded to the same. The 
confirmation by parties is not within the control of Port.



The details of confirmation were not produced to audit.


