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INDEPENDENT AUDITOR'S REPORT 


TO THE BOARD OF DIRECTORS OF 
THE STATE TRADING CORPORATION OF INDIA LIMITED 

1. 	We have audited the accompanying Statement of Standalone Financial Results of THE STATE 
TRADING CORPORATION OF INDIA LIMITED (the Company") for the year ended March 31,2016 
(the Statement"), being submitted by the Company pursuant to the requirement of Regulation 33 of 
the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015. This Statement, 
which is the responsibility of the Company's Management and approved by the Board of Directors, 
has been prepared on the basis of the related financial statements which is in accordance with the 
Accounting Standards prescribed under Section 133 of the Companies Act, 2013, as applicable and 
other accounting principles generally accepted in India. Our responsibility is to express an opinion 
on the Statement. 

2. 	We conducted our audit in accordance with the Standards on Auditing issued by the Institute of 
Chartered Accountants of India. Those Standards require that we comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the Statement is free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and the 
disclosures in the Statement. The procedures selected depend on the auditor's judgment, including 
the assessment of the risks of material misstatement of the Statement, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the 
Company's preparation and fair presentation of the Statement in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Company's internal control. An audit also includes evaluating the 
appropriateness of the accounting policies used and the reasonableness of the accounting 
estimates made by the Management, as well as evaluating the overall presentation of the 
Statement. 

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

3. 	In our opinion and to the best of our information and according to the explanations given to us, the 
Statement: . 

(i) 	 is presented'in accordance with the requirements of Regulation 33 of the SEBI (Listing 

Obligations and Disclosure Requirements) Regulations, 2015; and 


(ii) 	 gives a true and fair view in conformity with the aforesaid Accounting Standards and other 
accounting principles generally accepted in India, of the net profit and other financial 
information of the Company for the year ended March 31,2016. 

4. The Statement includes the results for the quarter ended March 31, 2016 being the balancing 
figures between audited figures in respect of the full financial year and the published year to date 
figures up to the third quarter of the current financial year, which were subjected to limited review 
by us. 

5. Emphasis of Matters 


We draw attention to the matters referred in Annexure 'A' annexed herewith. 
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6. 	We did not audit the financial statements/information of eight branches included in the Statement 
of the Company whose financial statements/financial infbrm~tion reflect total assets of Rs. 
1414.30 crore as at 31 st March, 2016 and total revenues of Ri:; .4461 .99 crore for the year ended 
on that date, as consiciered in the standalone fin~nciai statements. The financial 
~tementslinformation of these branches have been audited · by the branch auditors whose 
reports have been furnisheci to us, and our opinion in so far as it relates to the amounts and 
disclosures included in respect of these branches, is based solely on the report of such branch 
aucfdors and management replies to the observations of the bmr~th auditors. 

Our opinion is not modified in respect of this matter 

7. TIle· Company has not complied with the provisions of sectin:) 149 of the Companies Act, 2013 
read with regulation 17 of Securities and Exchange Board of India (Listing Obligations and 
Disclosure requirements) Regulations 2015 with regard to appointment of Independent Directors 
and Women Director. 

For P. Jain & Company 
Chartered Accountants 

Place: New Delhi 

Date: 28th May, 2016 


(Firm R 9, No. 000711 C) 

aJ Jain) 
Partner 

M. No. 097279 
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ANNEXURE 'A' TO INDEPENDENT AUDITOR'S REPORT 

Re: The State Trading Corporation oflndia Limited 

Referred to in Paragraph 5 under the heading of "Emphasis of Matter" of our report on Standalone 
Accounts of even date 

a) 	 Reference is invited to Note no.18.1 rel ating to contracts of scraps, where transactions of 
purchases and sales and recoveries had not taken place in terms of contracts. Pending outcome 
of legal steps initiated for recovery, full provision of < 87.39 crore was made in earlier year. 
However, the company was successful in getting arbitration award of Rs 110.00 crore in its 
favour along with ] 2% interest per annum from 1 st May 2006 till real ization of award which 
has been objected by the party and hearing is pending in this case before Hon'ble High Court, 
New Delhi. 

b) 	 Reference is invi ted to Note no. 19.1, regarding long term trade receivable < 568.44 crore on account of 
export of phanna products to foreign buyers on back to back basis. As there is default in the 
payment against export bills by the buyers which have ultimately gone into liquidation, 
litigation process have been initiated by the Company as well as by Indian Associates and their 
bankers. A claim of< 527.86 crore has been admitted by the liquidator and decree for < 63 crore by 
Mumbai High Court. There is however corresponding credit balance of < 568.44 crore under trade 
payabJes. Management does not anticipate any liability on this account. 

c) 	 Reference is inv ited to note no. 22.1, regarding trade receivable of< 122.77 Crore due from lhagadia 
Copper Limi ted. The Business Associate is under liquidation. The entire amount is secured by pledge 
ofstocks to the company (procured under advance license with export obligation) and the company has 
also solely staked claim on an industrial (mortgaged) land of about 90 acres at Alibagh, Maharashtra 
before Hon'able Gujarat High Court. Management does not anticipate any liability on this account. 

d) 	 Reference is invited to Note no 22.2 & 27. 1, regarding trade receivable of < 1740.42 crore and 
recogn ition of income of< 228.33 crore during the year from one of the business associates who have 
stopped operation of their plant due to extreme volatility of prices. Consequent upon 
Conciliation Agreement dated 15.11.2011 and further settlement agreement dated 17.05.2012 the 
entire dues were payable to the company by 10.11 .2012. During the year, the Business Associate 
remitted an amount of < 144.90 crore on the directions of Hon'ble Supreme Court. The decree was 
noted to be fi nal and legal case for enforcement of decree is under conisderaiton of Hon'ble Supreme 
Court. The management is hopeful of full recovery. 

e) 	 Reference is invited to Note no. 25.1, regarding claims recoverable include < 2.72 crore 
towards carrying costs for delayed lifting of pulses by State Governments. Claim for the same was 
lodged during the year 2011-12 and the same is being followed up with the State Governments. Since, 
there is credit balance available with the Company, no provision is considered necessary. 

f) 	 Reference is invited to Note no. 45(b), regarding contingent liability of < 82.57 crore payable to 
foreign supplier as per arbitral award, for which the Company has filed appeal in the Hon'ble Delhi 
High Court and simultaneously lodged the claim with Ministry of Consumer Affairs as transaction was 
under taken on their behalf. In view of the above no provision is considered necessary. 

g) 	 Reference is invited to Note no.19.2, regarding long term trade receivable of< 787 .65 crore 
under the Credit Linked Insurance Scheme (CLIS) for export of gold jewellery etc. against which 
corresponding credit balance of< 342.18 crore are available, leaving net receivable of< 445.47 crore. 
Actions against the Business Associate have been initiated. The matter is being pursued 
legally and company is hopeful of recovery. As a measure of abundant caution full provision of < 
445.47 Crore being net receivable, has been made. 

h) 	 Reference is invited to Note no. 22.3, regarding trade receivable of< 20.56 crore recoverable from 
one ofthe Business Associates for goods sold in earlier years. The entire overdue is secured by pledge 
of stocks of ~ 4.1 7 crore and < 39 crore stock of family concern of the Associate in favour of the 
Company. The Company's receivables are being monitored by court and Company has received Rs. 
10.50 crore during the current year. Court has directed the com and the associate to submit their up 
to date account for recovery of balance dues. Hence, no p si nsidered necessary. 
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i) 	 Reference is invited to Note no. 19.6, regarding long term trade receivable of ~ 58.55 crore due 
from one of the Business Associates for goods sold in earlier years. The entire balance overdue is 
secured by pledge of stocks in favour of the Company. The Company has invoked risk sale clause of 
the agreement and twice floated tenders for sale of pledged stocks - both faced interim injunction for 
stay. out of which the first one got vacated. The Company has also filed winding up petition and 
criminal compla ints i.e. case u/s 138 of Negotiable Instruments Act and contempt application for 
misleading the court against the business associate. The management is hopeful of the full recovery. 

j) 	 Reference is invited to Note no. 19.8, regarding long term trade receivable of ~ 10.21 crare 
recoverab le from MARKFEO, Govt. of Maharashtra (GOM) towards supply ofRBD Palmolien under 
PDS Scheme during the year 2010-11 and 2011-12. All amounts relating to this supply were received 
by the Company except the outstanding balance of ~ 10.21 crore pending for final reconciliation at 
their end. Matter is being constantly taken up with MARKFED, Govt. of Maharashtra for recovery. 
The management is hopeful of the full recovery. 

k) 	 Reference is invited to Note no . 19.4, regarding long term trade receivables of ~ 12.05 crare 
recoverable from one of the Business Associate for goods sold in the earlier years. The entire overdue 
is secured by duly insured pledged stocks in favour of the Company valuing ~ 10.19 crare under CWC 
custody. Further, cases U/S 138 of Negotiable Instruments Act for~ 8.62 crare have been filed against 
the Associate. Provision of ~ 1.86 crore has been created during the current financial year for the 
unsecured portion. 

I) 	 Reference is invited to Note no. 22.4, regarding trade receivables of ~ 10.28 crare recoverable 
from one of the Business Associates for sale of coal. The Business Associate has paid an amount of~ 
0.10 crare du ring the year. The entire dues are secured by mortgage of free hold land. The Business 
Associate has undertaken to repay all dues along with interest on receipt of CDR package. Company 
has filed legal and criminal case against Business Associate. In view of this, no provision is considered 
necessary. 

m) 	 Reference is inv ited to Note no. 12.5, regarding non adjustment in financial books of fixed assets 
having net book value of~ 0.64 crore destroyed due to flood during the year at Chennai Branch against 
which an adhoc claim of~ 0.26 crare has been received from insurance company. 

n) 	 Reference is invited to Note no. 55(b), the reconciliation of physical verification of fixed assets at 
Corporate offi ce with books is under process, impact thereof could not be ascertained. 

0) 	 Reference is invited to Note no. 47 & 48 relating to pending reconciliation/ confirmation of 
balances in parties accounts, claims recoverable, advances and current and other liabilities 
and consequentia l adjustment that may arise on reconciliation. 

Our opinion is not modified in respect of these matters. 

Place: New Delhi 
Date : 28th May, 2016 

For P. Jain & Company 
Chartered Accountants 
(Firm Re . No. 000711C) 

aj Jain) 
Partner 

. No. 097279 
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FORM A 


Covering letter of the annual audit report to be filed with the stock 

exchanges 


STANDALONE ACCOUNTS 

1. The State Trading Corporation of 

India Ltd . 

I 

IName of the Company 

31St2. March 2016 

the year ended 

Annual financial statement for 

I- - ­
3. Matter of EmphasisType of audit observation 

As per annexure Frequency of observation 

5. Signed by Chairman & Managing Director ~ 

Director -Finance ~~ 

Statutory Auditors cW'~'~·0 
....0 

Audit Comm ittee-Cha1rman 



MANAGEME T REPLIES TO THE COMMENTS OF STATUTORY AUDITORS 

O N THE ACCOUNTS FOR THE YEAR 2015- 16 


Comments of the Statutory Auditors Manaocment Replies 

1. Refe rence IS invited to Note no 1 8 1 STC had fi nanced Rs 125 crore to an 
relat ing to contracts of scraps , where associate for purchase of old fertilizer plan t 
transact ions of purchases and sa les from a public sector company. DUring the 
and recoveries had not taken place In transaction, a sum of Rs . 38 crore was 
terms of contra cts . Pending outcome of only recovered leaving a bal ance amount 
lega l steps initiated for recovery full of Rs. 87 .39 crore for recovery. STC filed 
proviS ion of ' 8739 crore was made in various court cases includ ing arbitration 
earlier year However, the company proceedings against the party Arb itration 
was successfu l in gett ing arbitration award of Rs . 11 0 crore plus interest was 
award of Rs 11000 crore in its fa vour pronounced in favour of STC. The party 
along with 12% Interest per annum filed objections u/s 34 of Arbitration and 
from 1 st May 2006 till rea lization of Conciliation Act , 1996 before the Hon'ble 
award wh ich has been ob jected by High Court, New Delhi . Meanwhile, STC 
the party and hearing is pending in Ulis sought the detail of assets of the party 
case before Hon 'bl e H igh Court. New through court which have since been 
Delh i received from the party STC is in process 

of verifying the status and val uation of the 
properties. Next date of hearing IS 

Appeanng since 2005-06 
19 072016 

2 Reference is invited to Note no. 19.1. The contract was signed on back to back 
regarding long term trade receivable ' basis and payment to the supplier was to 
568.44 crore on account of expo rt of be made upon realisation of export 
pharma products to foreign buyers on proceeds from the foreign buyer. These 
back to back bas is As ther'e IS default payments could not be realised. Though 
In the payment against export bills by STC had conditionally accepted the bills of 
the buyers which have ultimately gone exchange (subject to real ization of export 
Into liquidation , litiga tion process have proceeds) , the Associate got these 
been Initiated by the Company as wel l conditionally accepted bills of exchange 
as by Indian Associates and their discounted from th e banks against his 
bankers A cla im of . 527 .86 crore has limits . Banks have made STC also as a 
been admitted by the liquidator and party in the ORT proceedings Initiated by 
decree for ' 63 crore by Mum bal High them . The matter is under litigation and IS 
Court There is however correspond ing subjudise In one case STC has been able 
cred it balance of 56844 crore under to secure decree for Rs . 63 crore and 
trade payab les Management does not further actions are in process 
anti cipate any liability on th iS account 

There is no outflow of STC funds and no 
Appea ri ng since 2012-13 liability is anticipated 



Comments of the Statutory Auditors 

$. 	 Reference IS Invited to Note no 25 1. 
regarding cla ims recoverabl e Incl ude . 
2 72 crare towards carry ing costs for­
delayed lifting of pulses by State 
Governments . Claim for the same was 
lodged during the year 201 1-12 and the 
same is being followed up with the State 
Governments. Since, there IS credit 
balance available with the Company, no 
provision IS conSidered necessary. 

Appeari ng since 2013-14 

~ . 	 Reference IS invited to Note no 45(b) 
regarding conti ngent liabili ty of 8257 
crore payable to foreign suppl ier as per 
arbitral award, for which the Company 
has filed appea l in the Hon 'b le Deihl 
High Court and Simultaneously lodged 
the claim with Minis try of Consumer 
Affai rs as transaction was under taken 
on their behalf. In view of the above no 
proviSion IS considered necessary 

Appearing first time In 2014-15 

V1a nagernc n t Re pl ies 

The claim of Rs . 2 72 crore refers to the 
charges recoverable fro m various State 
Governments towards carrying costs for 
delayed lifting of pulses supplied during 
2011-12 under the ers twhile subsidy 
scheme 
Against the claim of Rs . 272 crore 
recoverable from the State Governments, 
sufficient credit balance is available with 
STC. The matter is being taken up with 
State Governments on regula r basIs for 
settlement of accounts . 

STC during July 2008, had contracted to 
import Canadian Yellow Peas under the 
15% subsidy scheme ou t of which some 
quantity was abrogated as per the advice 
of Ministry of Consumer Affia rs and CVC 
The supplier did not agree for the same 
and invoked the Arbitration cl ause. 

The dispute was referred to ICA, New 
Delhi where the tribunal passed the award 
against STC. 

STC has filed appeal In Hon 'ble High 
Court , Oelhl and IS pursuing the same. 
STC has in turn informed MOCA that In 
case the Court verdict comes against STC , 
the liability arising shall have to be made 
good by MOCA 



___ ___ ___ _______ ______________ 

Comments of the Statutory Auditors 	 Management Replies 

7. 	 Reference is invi ted to Note no 19 2 
regarding long term trade receivab le of 
RS .78765 crore under the Credit linked 
Insurance Scheme (CLlS) fo r export of 
gold Jewellery etc against wh ich 
corresponding cred it ba lance of ' 342 18 
crore are availab le, leaving net 
receivable of 445.4 7 crore Actions 
aga inst the Business Associate have 
been Initiated . The matter IS belllg 
pursued lega lly and company is hopeful 
of recovery As a measure of abundant 
caution ful l provi Sion of . 44547 Crore 
being net rece ivab le, has been made 

Appearing since 2009-1 0. 

8. Reference is 	inVited to Note no 22 .3, 
regarding trade rece ivable of 20 56 
crore recoverable from one of the 
BUSiness Associates for goods sold in 
earlier yea rs The entire overdue IS 
secured by pledge of stocks of 4 17 
crore and 39 crore stock of family 
concern of the Associate In favour of the 
Company The Company s receivables 
are belllg moni tored by court and 
Company has received Rs 10 50 crore 
during the current year. Court has 
directed the company and the associate 
to submit their up to date account for 
recovery of ba lance dues Hence. no 
provision IS conSidered necessary 

Appeanng fi rst time in 201 4-15. 

'--­

Under the Scheme, pos t sh ipment finance 
was taken from EXIM Bank to finance the 
export transactions . 

As per the agreement, the repatriation of 
export proceeds was the responsibility of 
associates In some cases, the overseas 
buyers defaulted In payments and the 
export proceeds were not real ized 
Actions have been Initiated against the 
associates . The matter IS also under 
investigation by the concerned agencies. 

Agaillst an outstanding of Rs. 20 .56 

crare STC IS secured by pledge of 

stocks worth Rs, 4 17 crare of the 

associate and Rs . 39 crare worth of 

dul y insured stocks of the famil y 

concern of the associate legal action 

u/s 138 of NI Act 1881 has been 

lIlitiated for an amount of Rs 85 crare 

wherein the summons have been 

Issued STC's receivables are belllg 

monitored by court and STC has 

received Rs . 10.50 crore during the 

current year. Court has directed the 

company and the associate to submit 

their up to date account for recovery of 

balance dues. The same IS under 

process. 


1-	 ~. _ 



- -----

_ ___ ____ _ __ 

Comments of the Sta tutory Auditors 

9. 	Reference IS invited to Note no. 196. 
regarding long term trade rece ivable of . 
58.55 crare due fram one of the 
Business Associates for goods so ld In 

earlier years The entire balance 
overdue IS secured by pledge of stocks 
In favour of the Company The 
Company has Invoked risk sale clause 
of the agreement and twice floa ted 
tenders for sa le of pledged stocks ­
both faced intenm injuncti on for stay. out 
of which the firs t one got vacated The 
Company has also fi led winding up 
peti tion and cri minal compla ints i. e case 
u/s 138 of Negotiable Instruments Act 
and contempt appl ication for misleading 
the court against the business 
associate . The manag ement IS hopeful 
of the full recovery 

Appearing first time In 201 4-15 

10 Reference is Invited to Note no 
198, regard ing long term trade 
receivable of . 10 21 crare recoverable 
from MARKF ED. Govt. of Mahar'ashtra 
(GOM) towards supply of RBD 
Palmollen under PDS Scheme during 
the year 2010-11 and 201 1- '12. All 
amounts re lati ng to th is supply were 
received by the Company except the 
outstanding balance of . 10.21 crore 
pending for final reconcil iation at their 
end. Matter IS being constan tly taken lip 
with MARKFED Govt of Maharashtra 
for recovery The management IS 
hopeful of the full recovery 

Appeanng first time In 2014-15 __ 
11. 	Reference IS Invi ted to Note no. 47 & 

48 relating to pending reconclliatlon/ 
confirmation of ba lances In parties 
accounts , cla im s recoverab le . 
advances and cu rrent and other 
liabilities and consequen tia l 
adjustment that may arise on 
reconciliat ion 

Appearing In earlie r yea rs as genera l 
comments 

Managemen t Replies 

The enti re balance overdue is secured by 
pledge of stocks for Rs 179.71 crore in 
favour of STC. STC has invoked risk sale 
clause of the agreement and tWice floated 
tenders for sale of pledged stocks - both 
faced Interim Injunction for stay. out of 
which the first one got vacated The 
Company has filed criminal complaint u/s 
138 of NI Act and also winding up petition 
against the associate which are Ifl 

progress . 

An amount of Rs. 2 32 crore on account of 
supply of RBD Palmolein during the year 
2010- 11 and an amount of Rs. 7.89 crore 
towards supplies made during the year 
2011-12 under the erstwhile PDS scheme 
is recoverable from MARKFED (Govt. of 
Maharashtra). 

The total amount of Rs. 10.21 crore IS 
pending due to final reconciliation at their 
end . 

Matter is being taken with the Govt. of 
Maharashtra for reconcil iation of the 
amount and for recovery of the dues 

Balances of debtors/ creditors and 
liabil ities are being reconciled after 
completion of each transaction and the 
accounts are settled with the ,:·ssociates. 
However, confirmation of balances In 

respect of debtors/creditors involving legal 
cases are not obtained as it may affect the 
legal proceedings. 



Comments of the Statutory Aud itors 	 Management Rcplic ' 

12. Reference 	 is invited to Note no 194 
regarding long term trade receivables of 
12.05 crore recoverab le from one of the 
Business Associate for goods sold in 
the earlier years. The entire overd ue IS 
secured by du ly insured pledged stocks 
In favour of the Company valuing 
10 19 crare under CWC custody. 
Further cases u/s 138 of Negotiable 
Instruments Act for 8.62 crore have 
been filed aga inst the Associate 
ProvIsion of 1 86 crore has been 
created during the current ftn ancial year 
for the unsecured port ion 

Appeanng since 2006-07 

13. Reference 	 IS inVited to Note no 12 5 
regarding non adjustment in financia l 
books of fixed assets net book va lue of . 
0.64 crore destroyed due to fl ood during 
the year Chennai Branch agai nst which 
an adhoc cla im of . 026 crare has been 
received from insurance company 

Appearing Since 2006-07 

14 Reference IS invited to Note no 224 , 
regarding trade rece ivables of . 10 28 
crore recoverable from one of the 
BUSiness Associates for sale of coa l 
The Business ASSOCiate has paid an 
amount of 0 10 crore dUring the year 
The entire dues are secured by 
mortgage of free hold la nd . The 
Business Associate has undertaken to 
repay all dues al ong with interest on 
receipt of CDR package Com pa ny has 
fi led legal and cr iminal case against 
Business Associate In view of this , no 
proviSion is considered necessa ry. 

Appearing since 2015-16 

The overdue is secured by pledge of duly 
insured stocks in favour of STC to the 
extent of Rs. 10 19 crore . The company 
has filed criminal complaint u/s 138 of NIA 
for Rs. 8.62 crore and the proceedings are 
in process. 

Due to sudden flood, the loss of fixed 
assets was estimated by CPWD for the 
purpose of lodging Insurance claim The 
Insurance company has made provisional 
payment of Rs . 26 lakh . The adjustment of 
assets in books of accounts will be made 
on real'isation of fin al claim from the 
Insurance company during the current 
year. 

The dues are secured by mortgage of free 
hold la nd. The mortgage deed duly Signed 
by the owner of the property and the 
representa tive of STC has been regis tered 
With Regis tra r of assurances at Kolkata 
The associate has comm itted to clear all 
dues toward s STC along With Interest and 
other charges 



Comments of the Statutory Au dito rs Managemen t Replies 

15. Reference is Invi ted to Note no 55 b) . The Physical verification of fi xed assets 
the reconci liat ion of physica l verification was conducted on 31 03 ,2015, The same 
of fixed assets at Corporate office with was again re-verified on 28,01 ,2016 
books is under process, Impact thereof Reconciliation of PV with book balances IS 
could not be ascertained In process and impact of variation if any 

A'ppe.o»-U SIV\{c­ ~oI5-1~. will be accounted for during the current 
year 

lu~ 
(Khaleel Rahim) 
Chairman & Managing Director 

For P.Jain &Company 
Chartered Accountants 
FR000711C 

" 

(G Rav ichan dran) 
Director-Finance 

(Sh ri J, K. Dadoo) 
Chairman Audit Committee 



FORM B 


Format of covering letter of the annual aud it report to be fil ed with the stock 
exchanges 


STANDALONE ACCOUN TS 


1. The State Tradi ng Corporation of 
India Ltd. 

Name of the Company 

31 512. Annual financial statement for March 2016 

the year ended 


3. Type of audit Qual ification Nil 

4 . Frequency of qualification N.A 

5 Draw attention to relevant notes NA 

in the annual financial 

statements and management 

response to the qualification in 

the directors report 


6 Additional comments from the Ni l 

board/aud it committee chair 

person 


~L 
(Khaleel Rahim) 

Chairman & Managing Director 


For P.Jain &Company 

Chartered Accou ntants 

F N:000711C 


1,''­

1-,,'0" 

aj Jain) 

artner 


M.NO.097279 


4;h-­
(G ; aJ c: andran ) 
Dire tor-Finance 

(Shri J. K. adoo) 
Chai rm an Audit Comm ittee 
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INDEPENDENT AUDITOR'S REPORT 


TO THE BOARD OF DIRECTORS OF 
THE STATE TRADING CORPORATION OF INDIA LIMITED 

1. 	 We have audited the accompanying Statement of Consolidated Financial Results of THE 
STATE TRADING CORPORATION OF INDIA LIMITED ("the Holding Company") and its 
subsidiary (the Holding Company and its subsidiary together referred to as "the Group") for 
the year ended March 31, 2016 ("the Statement"), being submitted by the Holding 
Company pursuant to the requirement of Regulation 33 of the SESI (Listing Obligations and 
Disclosure Requirements) Regulations , 2015.This Statement, which is the responsibility of 
the Holding Company's Management and approved by the Soard of Directors, has been 
prepared on the basis of the related consolidated financial statements which is in 
accordance with the Accounting Standards, prescribed under Section 133 of the 
Companies Act , 2013, as applicable, and other accounting principles generally accepted in 
India. Our responsibility is to express an opinion on the Statement. 

2. 	 We conducted our audit in accordance with the Standards on Auditing issued by the 
Institute of Chartered Accountants of India. Those Standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about 
whether the Statement is free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and the 
disclosures in the Statement. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the Statement, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal 
control relevant to the Holding Company's preparation and fair presentation of the 
Statement in order to design audit procedures that are appropriate in the circumstances, 
but not for the purpose of expressing an opinion on the effectiveness of the Holding 
Company's Internal control. An audit also includes evaluating the appropriateness of the 
accounting policies used and the reasonableness of the accounting estimates made by the 
Management, as well as evaluating the overall presentation of the Statement. 

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

3. 	 We did not audit the financial statements of one subsidiary included in the consolidated 
financial results, whose financial statements reflect total assets of Rs. 13.79 crore as at 
March 31 , 2016, total revenues of Rs. 2.16 crore for the year ended March 31, 2016, and 
total loss after tax of Rs. 480.07 for the year ended March 31, 2016, as considered in the 
consolidated financial results. These financial statements have been audited by other 
auditors whose report has been furnished to us by the Management and our opinion on the 
Statement, in so far as it relates to the amounts and disclosures included in respect of this 
subsidiary, is based solely on the report of the other auditors. 

4 . 	 Basis for Qualified Opin ion 

(a) With respect to Subsidiary company, provision for liability towards earned leave 	and half 
pay leave encashment of Rs . 0.76 crore, Gratuity provision of Rs.0 .15crore as on 31 
March, 2016 and post retirement medical benefits is not made on the basis of Actuarial 
valuation as required under 'AS-15 Revised' . In the absence of Actuarial reports, we are 
unable to quantify the impact if any on the consolidated financi al statements. 

(b) With 	 respect to Subsidiary company audited PF trust accounts for the year ended 
31 .3.2016 were not provided, in the absence of audited PF tr t account, we are unable 
to comment thereon. 
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(c) An amount 	towards the deferential tax between refund due of Rs. AY 2009-10 and tax 
payable for AY 201 0-11 amounting to Rs. 0.70 crore deposited with the Income Tax 
Department is shown under Loans and Advances . The amount of refund granted (after 
adjustment with liability upto AY 2010-11 is more than refund receivable shown in books for 
the related assessment years . The difference has been considered as the Interest Income 
and accounted accordingly by the subsidiary company without adjusting towards 
aforementioned tax deposited. Since the Subsidiary company has not received 
assessment order and no other documentary evidences were available, we are not able to 
comment whether the amount refunded is inclusive of the payment made by the company 
to the income tax department amounting to Rs. 0.70 crore 

(d) In respect of subsidiary 	company the audited financial statements of the joint venture 
company i.e. Mis NSS Satpura Agro Development Co. Ltd is not available after 31 st 
March 2013, hence further diminution in the value of Rs 0.02 crore is not considered in 
consolidated accounts as result investments are overstated by Rs 0.02 crore and 
accumulated loss is understated by Rs 0.02 crore. 

Our opinion is qualified in respect of these matters . 

5. 	 Qualified Opinion 

In our opin ion and to the best of our information and according to the explanations given to 
us subject to our observations in Paragraph 4, and based on the consideration of the report 
of the other auditors referred to in paragraph 3 above, the Statement: 

a. includes the results of the one subsidiary STCL limited 

b. is 	 presented in accordance with the requirements of SEBI (Listing Obligations and 
Disclosure Requi rements) Regulations, 2015; and 

c. gives a true and fair view in conformity with the aforesaid Accounting Standards and other 
accounting principles generally accepted in India of the consolidated net loss and other 
financial information of the Group for the year ended March 31, 2016. 

6. 	 The consol idated fi nancial results of the Company does not include the financial results of 
Joint Ventures namely NSS Satpura Agro Development Co. Limited and Associates 
namely Richfield Aquatech Ltd. Blue Maritech Ltd. National Tannery Company Ltd, Indopirin 
Gloves Ltd due to non-availability of financial statements of such Joint Ventures and 
Associates for the year 2015-2016. However, as regards Sealac Agro Ventures Limited, no 
detai ls were provided and disclosed in consolidated financial results . 

7. 	 Emphasis of Matters 

We draw attention to the matters referred in Annexure 'A' annexed herewith. 

8. 	 The Company has not complied with the provisions of section 149 of the Companies Act, 2013 
read with regulation 17 of Securities and Exchange Board of India (Listing Obligations and 
Disclosure Requirements) Regulations 2015 with regard to appointment of Independent Directors 
and Women Director. 

For P. Jain & Company 
Chartered Accountants 
(Firm Re . No. 000711C) 

Place: New Delhi nkaj Jain) 
Date : 28th May, 2016 Partner 
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ANNEXURE 'A' TO INDEPENDENT AUDITOR'S REPORT 

Re: The State Trading Corporation of India Limited 

Referred to in Paragraph 7 under the heading of "Emphasis of Matter" of our report on Consolidated 
Accounts of even date 

a) 	 Reference is invited to Note no.18.1 relating to contracts of scraps, where transactions of 
purchases and sales and recoveries had not taken place in terms of contracts . Pending outcome 
of legal steps in itiated for recovery, full provision of ~ 87.39 crore was made in earlier year. 
However, the company was successful in getting arbitration award of Rs 110.00 c rore in its 
favour along with 12% interest per annum from 1 st May 2006 till realization of award which 
has been objected by the party and hearing is pending in th is case before Hon'ble High Court, 
New Delhi. 

b) 	 Reference is invited to Note no. 19.1, regarding long term trade receivable ~ 568.44 crore on account of 
export of phanna products to foreign buyers on back to back basis. As there is default in the 
payment against export bills by the buyers which have ultimately gone into liquidation, 
litigation process have been initiated by the Company as well as by Indian Associates and their 
bankers. A claim of ~ 527.86 crore has been admitted by the liquidator and decree for ~ 63 crore by 
Mumbai High Court. There is however corresponding cred it balance of ~ 568.44 crore under trade 
payables. Management does not anticipate any liability on this account. 

c) 	 Reference is invited to note no. 22.1, regarding trade receivable of~ 122.77 Crore due from Jhagadia 
Copper Limited. The Business Associate is under liquidation. The entire amount is secured by pledge 
ofstocks to the company (procured under advance license with export obligation) and the company has 
also solely staked claim on an industrial (mortgaged) land of about 90 acres at Alibagh, Maharashtra 
before Hon'able Guj arat High Court. Management does not anticipate any liability on this account. 

d) 	 Reference is invited to Note no 22.2 & 27 .1 , regarding trade receivable of ~ 1740.42 crore and 
recognition of income of~ 228.33 crore during the year from one of the business associates who have 
stopped operation of their plant due to extreme volatility of prices . Consequent upon 
Conciliation Agreement dated 15.11.2011 and further settlement agreement dated 17.05.2012 the 
entire dues were payable to the company by 10.11.2012. During the year, the Business Associate 
remitted an amount of ~ 144.90 crore on the directions of Hon'ble Supreme Court. The decree was 
noted to be final and legal case for enforcement of decree is under conisderaiton of Hon'ble Supreme 
Court. The management is hopeful offull recovery. 

e) 	 Reference is invited to Note no. 25.1, regarding c laims recoverable include ~ 2.72 crore 
towards carrying costs for delayed lifting of pulses by State Governments. Claim for the same was 
lodged during the year 2011-12 and the same is being followed up with the State Governments. Since, 
there is credit balance available with the Company, no provision is considered necessary . 

t) 	 Reference is invited to Note no. 45(b), regarding contingent liability of ~ 82.57 crore payable to 
foreign supplier as per arbitral award, for which the Company has filed appeal in the Hon'ble Delhi 
High Court and simultaneously lodged the claim with Ministry of Consumer Affairs as transaction was 
under taken on the ir behalf. In view of the above no provision is considered necessary. 

g) 	 Reference is invited to Note no.19.2, regarding long term trade receivable of ~ 787.65 crore 
under the Credit Linked Insurance Scheme (eLIS) for export of gold jewellery etc. against which 
corresponding credit balance of~ 342.18 crore are available, leaving net receivable of~ 445.47 crore. 
Actions against the Business Associate have been initiated. The matter is being pursued 
legally and company is hopeful of recovery. As a measure of abundant caution full provision of ~ 
445.47 Crore being net receivable, has been made. 

h) 	 Reference is invited to Note no. 22.3, regarding trade receivable of~ 20.56 crore recoverable from 
one of the Business Associates for goods sold in earlier years. The entire overdue is secured by pledge 
of stocks of ~ 4.17 crore and ~ 39 crore stock of family concern of the Associate in favour of the 
Company. The Company's receivables are being monitored by court and Company has received Rs. 
10.50 crore during the current year. Court has directed the company and the associate to submit their up 
to date account for recovery of balance dues . Hence, no provision is considered necessary. 
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i) 

j) 

k) 

I) 

m) 

n) 

0) 

p) 

Reference is invi ted to Note no. 19.6, regarding long term trade receivable of ~ 58.55 crore due 
from one of the Business Associates for goods sold in earlier years. The entire balance overdue is 
secured by pledge of stocks in favour of the Company. The Company has invoked risk sale clause of 
the agreement and twice floated tenders for sale of pledged stocks - both faced interim injunction for 
stay, out of which the first one got vacated. The Company has also filed winding up petition and 
criminal case uls 138 ofNegotiable Instruments Act and contempt application for misleading the court 
against the business associate. The management is hopeful of the full recovery. 

Reference is invited to Note no. 19.8, regarding long term trade receivable of ~ 10.21 crore' 
recoverable from MA RKFED, Govt. of Maharashtra (GOM) towards supply ofRBD Palmolien under 
PDS Scheme during the year 2010-) I and 20) 1-12. All amounts relating to this supply were received 
by the Company except the outstanding balance of~ 10.21 crore pending for final reconciliation at 
their end . Matter is being constantly taken up with MARKFED, Govt. of Maharashtra for recovery. 
The management is hopeful of the full recovery. 

Reference is invited to Note no. 19.4, regarding long term trade receivables of ~ 12.05 crore 
recoverable from one of the Business Associate for goods sold in the earlier years. The entire overdue 
is secured by duly insured pledged stocks in favour of the Company valuing ~ 10. J9 crore under CWC 
custody. Further, cases uls 138 of Negotiable Instruments Act for ~ 8.62 crore have been filed against 
the Associate. Provision of ~ 1.86 crore has been created during the current financial year for the 
unsecured portion. 

Reference is invited to Note no. 22.4, regarding trade receivables of ~ 10.28 crore recoverable 
from one of the Business Associates for sale of coa!. The Business Associate has paid an amount of~ 
0.) 0 crore during the year. The entire dues are secured by mortgage of free hold land. The Business 
Associate has undertaken to repay all dues along with interest on receipt of CDR package. Company 
has filed legal and criminal case against Business Associate. In view of this, no provision is considered 
necessary. 

Reference is invited to Note no. 12.5, regarding non adjustment in financial books of fixed assets 
having net book value of~ 0.64 crore destroyed due to flood during the year at Chennai Branch against 
which an adhoc claim of~ 0.26 crore has been received from insurance company. 

Reference is invited to Note no. 47 & 48 relating to pending reconciliation! confirmation of 
balances in parties accounts, claims recoverable, advances and current and other liabilities 
and consequential adjustment that may arise on reconciliation. 

The Shareholders of the Subsidiary Company in their Extraordinary General Meeting held on 
)2.09.2013, and Department of Commerce, Ministry of Commerce and Industries vide its letter dated 
26.08.2013 had approved winding up of the Subsidiary Company under section 433(a) of the 
Companies Act, 1956 and accordingly winding up petition had been filed before the Hon'ble High 
Court of Kamataka on 26.11.2013. Accordingly, the Subsidiary Company has drawn the accounts on 
liquidation basis i.e. assets have been revalued on realizable basis, whereas the liabilities towards the 
bank have been stated at book value, in view of legal cases initiated by the banks against the Holding 
and Subsidiary Compan ies for recovery of their dues and all other liabilities at their settlement value, 
Holding Company has not given any guarantee for the credit facility availed by the Subsidiary 
Company. 

Reference is invited to note No. 8.3 regarding total liabilities of subsidiary company to banks along 
with interest amounting to ~ 3349.27 crore payable to consortium of seven banks and UCO Bank in 
respect of devolved LCs/Packing credits since 2008-09. No other banks except ueo bank which has 
confirmed only the princ ipal and the SBI which has confirmed principal along with interest amount 
due. However, subsidiary company has not considered the interest claim by SBI since subsidiary 
company has considered interest payable as claim at the rates disclosed in thei r DRT application filed 
by UCO bank and consortium of banks. Cash credit! short term loan is as per the claims in the DRT 
(Debt Recovery Tribunal) application filed by consortium by seven banks and UCO bank on 
20.07.2011. The above loan has been classified as NPA by consortium banks and UCO bank. The 
subsidiary company has created pari-passu charges on the cu~et 'n favour of the banks and also 
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surrendered the documents of immovable properties situated at Chindwara (3.239 hectares), Byadgi (5 
acres), Siddapura ( 2 .20 acres) and Madikeri (0.50 acre) in favour of the bankers. In view of the 
immovable properties of subsidiary company given as security, an estimated amount of~ 1.83 crore out 
of the total advances can be considered as secured. The consortium of banks and UCO bank have filed 
cases separately against the subsidiary company with the Debt Recovery Tribunal, wherein with 
regards to VCO bank recovery case, DRT has passed an order dtd. 29.09.2015 for recovery of ~ 
148.18 crore. However the subsidiary company has challenged DRT order at DRAT, Chennai. The 
bankers have also issue notice u/s 13(2) of Securitization and Reconstruction of Financial Assets and 
Enforcement of Security Interest Act, 2002. Further, based on the above, bankers have issued two 
possession notices one dt 26.1 0.2011 on the Factory land & Building located at Byadagi and another dt. . 
17.11.2011 on factory land & building located at Chhindwara, Madhya Pradesh. 

q) 	 The subsidiary company has filed an appeal against the arbitration award made in favour of Mis Shiva 
Shankar Minerals Pvt. Ltd. for ~ 8.01 crore before the City Civil Court, Bangalore. 

r) 	 Reference is invi ted to note No.1 0.7 regarding interest payable by subsidiary company of~ 2164.00 
crore on the principal amount due to banks is arrived on the basis of the interest rates disclosed in the 
Debt Recovery Tribunal application filed by banks. Interest provision of ~ 479.65 crore have been 
made by the subsidiary company for the current financial year. However no confirmation is received 
from banks for interest payable. 

s) 	 The subsidiary company has made provision for payment of interest as per the claims made by the 
consortium banks in DRT up to 20.07.2011 and further interest are provided at the rates mentioned in 
DRT application by the banks. Excess interesUpenal interesUliquidated damages claimed by the banks 
as hown in their balance confirmation certificate amounting to ~ 165.84 crore has been shown under 
contingent liability. However the contingent liability as shown in notes consists only of those banks 
who have given their balance confirmation certificate. 

t) 	 The subsidiary company has considered interest rates for computation of interest on short term 
borrowings related to devolved LCs are based on the claims of the consortium banks with Debt 
Recovery Tribunal . 

u) 	 Reference is invited to Note no. 55(b), the reconciliation of physical verification offixed assets at 
Corporate office with books is under process, impact thereof could not be ascertained. 

OUf opinion is not modified in respect of these matters. 

Place : New Delhi 
Date : 28th May, 201 6 

For P. Jain & Company 
Chartered Accountants 
(Firm Re . No. 000711 C) 

aj Jain) 
Partner 
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MANAGEMENT REPLIES TO THE COMMENTS OF STATUTORY AUDITORS ON THE 


CONSOLIDATED ACCOUNTS FOR THE YEAR 2015-16 


Comments of the Statutory Auditors Management Replies 

~1 . Reference is invited to Note no 18.1 relating STC had financed Rs 125 crore to an 
to contracts of scraps, where transactions of associate for purchase of old fertilizer plant 
purchases and sales and recoveries had not from a public sector company. During the 
taken place in terms of contracts. Pending transaction , a sum of Rs. 38 crare was only 
outcome of legal steps initiated for recovery , recovered leaving a balance amount of Rs. 
full provision of Rs.87 .39 crore was made in 87.39 crore for recovery STC filed various 
earlier year. However, the company was court cases including arbitration proceedings 
successfu l in getting arbitration award of Rs against the party. Arbitration award of Rs. 110 
110.00 crore in its favour along with 12% crore plus interest was pronounced in favour of 
interest per annum from 1st May 2006 till STC. The party filed objections u/s 34 of 
realization of award which has been Arbitration and Conciliation Act, 1996 before 
objected by the party and hearing is pending the Hon'ble High Court, New Delhi. 
in this case before Hon'ble High Court , New Meanwhile, STC sought the detail of assets of 
Oelhi. the party through court which have since been 

received from the party. STC is in process of 
Appearing since 2005-06. verifying the status and valuation of the 

properties. Next date of hearing is 19072016 

2. 	 Reference is invited to Note no. 19.1, regarding The contract was signed on back to back basis 
long term trade receivable Rs568.44 crore on and payment to the supplier was to be made 
account of export of pharma products to upon realisation of export proceeds from the 
foreign buyers on back to back basis. As foreign buyer. These payments could not be 
there is default in the payment against realised. Though STC had conditionally 
export bi lls by the buyers which have accepted the bi lls of exchange (subject to 
ultimately gone into liquidation, litigation realization of export proceeds) , the Associate 
process have been initiated by the Company got these conditionally accepted bills of 
as well as by Indian Associates and their exchange discounted from the banks against 
bankers. A claim of Rs.52786 crore has been his limits. Banks have made STC also as a 
admitted by the liquidator and decree for Rs63 party in the DRT proceedings initiated by 
crore by Mumbai High Court. There is however them. The matter is under litigation and is 
corresponding credit balance of Rs.568.44 subjudice In one case STC has been able to 
crore under trade payables. Management does secure decree for Rs. 63 crore and further 
not anticipate any liability on this account. actions are in process. 

There is no outflow of STC funds and no 
Appearing since 2012-13 . liability is anticipated 

http:Rs.568.44
http:Rs568.44
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3. 

4. 

5. 

Comments of the Statutory Auditors 

Reference is invited to note no 22.1, regarding 
trade receivable of Rs .122.77 Crare due from 
Jhagadia Copper Limited. The Business 
Associate is under liquidation The entire 
amount is secured by pledge of stocks to the 
company (procured under advance license 
with export obligation) and the company has 
also solely staked claim on an industrial 
(mortgaged) land of about 90 acres at Alibagh, 
Maharashtra before Hon 'able Gujarat High 
Court . Financial impact of the same cannot be 
ascertained at this stage Management does 
not anticipate any liability on this account 

Appearing since 2009-10 

Reference is invited to Note no 22.2 & 27.1, 
regarding trade receivable of Rs. 1740.42 
crore and recog nition of income of Rs. 228 .33 
crore during the year from one of the business 
associates who have stopped operation of 
their plant due to extreme volatility of 
prices . Consequent upon Conciliation 
Agreement dated 15.11.2011 and further 
settlement agreement dated 17.05.2012 the 
entire dues were payable to the company by 
10.11.2012. During the year, the Business 
Associate remitted an amount of RS.144.90 
crore on the directions of Hon 'ble Supreme 
Court , The decree was noted to be final and 
legal case fo r enforcement of decree is under 
consideration of Hon 'ble Supreme Court. The 
management is hopeful of full recovery. 

Appearing since 201 0- 11 . 

Reference is invited to Note no. 25.1, 
regarding claims recoverable include Rs,2.72 
crare towards ca n'ying costs for delayed lifting 
of pulses by State Governments. Claim for the 
same was lodged during the year 2011-12 and 
the same is being followed up with the State 
Governments. Since , there is credit balance 
ava ilable with the Company, no proviSion is 
considered necessary, 

Appearing since 2013-14 

Management Replies 

The business associate is under liquidation. 
Negotiations with the Public Sector Enterprise, 
who has acquired the plant, for selling the 
pledged stocks are under process. The value 
of pledged stocks as on 31. 03. 2015 was 
approx. Rs. 264.47 crare based on latest PV & 
valuation report. Further, the company has 
also solely staked claim on an industrial 
(mortgaged) land of about 90 acres at Alibagh , 
Maharashtra before Hon'ble Gujarat High 
Court . 

The associate has paid Rs 731 crare since 
signing of conciliation agreement The 
Corporation has filed criminal case u/s 138 of 
Negotiable Instrument Act STC has also filed 
criminal cases under IPC 420 of IPC for 
dilution of securities in violation of the 
conciliation agreement. The party on 
19.08.2015 committed before the Hon'ble 
Supreme Court to pay back the amount. 
Further, the party has paid Rs 144.90 crore 
during FY 2015-16 on the directions of Hon'ble 
Supreme Court , The party has also submitted 
schedule of payment to the court on 
15.02.2016. 

The next date of hearing is 12.07.2016. All 
legal steps are being taken for recovery 

The claim of Rs. 2,72 crare refers to the 
charges recoverable fro m various State 
Governments towards carrying costs for 
delayed lifting of pulses supplied during 2011­
12 under the erstwhile subsidy scheme. 

Against the claim of Rs. 2.72 crare recoverable 
fram the State Governments, sufficient credit 
balance is available with STC . The matter is 
being taken up with State Governments on 
regular basis for settlement of accounts. 
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Management Replies Comments of the Statutory Auditors 

6. 	 Reference is invited to Note no. 45(b), 
regard ing contingent liability of Rs .82 .57 crore 
payable to foreign supplier as per arbitral 
award, for which the Company has filed appeal 
in the Hon'ble Delhi High Court and 
simultaneously lodged the claim with Ministry 
of Consumer Affairs as transaction was under 
taken on their behalf. In view of the above no 
provision is considered necessary. 

Appearing first time in 2014-15. 

7. 	 Reference is invited to Note no 19.2, 
regard ing long term trade receivable of 
Rs. 787.65 crore under the Credit Linked 
Insurance Scheme (CLlS) for export of gold 
jewellery etc. against 
credit balance of 
avai lable, leaving net 
crore. Actions against 
have been initiated. 
pursued legally and 

which corresponding 
Rs342 .18 crore are 

receivable of RsA45A7 
the Business Associate 
The matter is being 

company is hopeful of 
recovery As a measure of abundant caution 
full prOVision of RsA45.47 Crore being net 
receivable, has been made 

Appearing since 2009-10 . 

8. 	 Reference is invited to Note no. 22.3, 
regarding trade receivable of Rs .20 .56 crore 
recoverable from one of the Business 
Associates for goods sold In earlier years The 
entire overdue is secured by pledge of stocks of 
Rs.4.17 crore and Rs.39 crore stock of family 
concern of the Associate in favour of the 
Company. The Company's receivables are 
being monitored by court and Company has 
received Rs . 10.50 crore during the current 
year. Court has directed the company and the 
associate to submit their up to date account for 
recovery of balance dues Hence, no prOVision 
is considered necessary. 

Appearing first time in 2014-15 .. 

STC during July 2008, had contracted to 
import Canadian Yellow Peas under the 15% 
subsidy scheme out of which some quantity 
was abrogated as per the advice of Ministry of 
Consumer Affiars and CVC. The supplier did 
not agree for the same and invoked the 
Arbitration clause. 

The dispute was referred to ICA, New Delhi 
where the tribunal passed the award against 
STC. 

STC has filed appeal in Hon'ble High Court, 
Delhi and is pursuing the same. STC has in 
turn informed MOCA that In case the Court 
verdict comes against STC, the liability arising 
shall have to be made good by MOCA. 

Under the Scheme, post shipment finance was 
taken from EXI M Bank to finance the export 
transactions . 

As per the agreement, the repatriation of 
export proceeds was the responsibility of 
associates. In some cases, the overseas 
buyers defaulted in payments and the export 
proceeds were not realized. Actions have 
been initiated against the associates. The 
matter IS also under investigation by the 
concerned agencies. 

Against an outstanding of Rs. 20 .56 crore 
STC is secured by pledge of stocks worth 
Rs . 4.1 7 crore of the associate and Rs . 39 
crare worth of duly insured stocks of the 
family concern of the associate. legal 
action u/s 138 of Nt Act 1881 has been 
initiated for an amount of Rs . 85 crore 
wherein the summons have been issued. 
STC's receivables are being monitored by 
court and STC has received Rs 10.50 
crare during the current year . Court has 
directed the company and the associate to 
submit their up to date account for 
recovery of balance dues. The same is 
under process. 

http:Rs.20.56
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Comments of t he Statutory Auditors 

9. 	 Reference is invited to Note no 19.6, 
regarding long term trade receivable of 
RS.S8.55 crore due from one of the Business 
Associates for goods sold in earlier years. The 
entire balance overdue is secured by pledge of 
stocks in favour of the Company. The 
Company has invoked risk sale clause of the 
agreement and tWice floated tenders for sale of 
pledged stocks - both faced interim injunction 
for stay , out of which the first one got vacated . 
The Company has also filed winding up 
petition and criminal complaints i.e. case u/s 
138 of Negotiable Instruments Act and 
contempt application for misleading the court 
against the business associate. The 
management is hopeful of the full recovery 

Appearing first time in 2014-15 

10. 	Reference is invited to Note no. 19.8, 
regarding long term trade receivable of 
RS .1 0.21 crore recoverable from MARKFED, 
Gov! of Maharashtra (GOM) towards supply of 
RBD Palmolien under PDS Scheme during the 
year 2010-11 and 2011-12 . All amounts 
relating to th is supply were received by the 
Company except the outstanding balance of 
RS. 10.21 crore pending for final reconCiliation 
at their end. Matter is being constantly taken 
up with MARKFEO, Govt. of Maharashtra for 
recovery The management is hopeful of the 
fu ll recovery . 

Appearing first ti me in 2014-15 . 

11. 	Reference is invited to Note no. 47 & 48 
relating to pending reconciliation/ 
confi rmation of balances in parties 
accounts , claims recoverable, advances 
and cur rent and other liabilities and 
consequential adjustment that may arise on 
reconciliation. 

Appearing in earlier years as general 

comments 


Management Replies 

The entire balance overdue is secured by 
pledge of stocks for Rs 179.71 crore in favour 
of STC. STC has invoked risk sale clause of 
the agreement and twice floated tenders for 
sale of pledged stocks - both faced interim 
injunction for stay, out of which the first one 
got vacated. The Company has fi led criminal 
complaint u/s 138 of NI Act and also winding 
up petition against the associate which are in 
progress. 

An amount of Rs. 2.32 crore on account of 
supply of RBO Palmolein during the year 
2010-1 1 and an amount of Rs. 7,89 crore 
towards supplies made during the year 2011­
12 under the erstwhile PDS scheme IS 
recoverable from MARKFEO (Gov! of 
Maharashtra). 

The total amount of Rs. 10.21 crore is pending 
due to final reconciliation at their end. 

Matter is being taken with the Govt. of 
Maharashtra for reconciliation of the amount 
and for recovery of the dues. 

Balances of debtors/ creditors and liabilities 
are being reconciled after completion of each 
transaction and the accounts are settled with 
the associates. However, confirmation of 
balances In respect of debtors/creditors 
involving legal cases are not obtained as it 
may affect the legal proceedings. 

http:RS.10.21
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Comments of the Statutory Auditors 

12. 	Reference is invited to Note no. 19.4, 
regard ing long term trade receivables of 12.05 
crore recoverable from one of the Business 
Associate for goods sold in the earlier years. 
The entire overdue is secured by duly insured 
pledged stocks in favour of the Company 
valuing Rs 10.19 cra re under CWC custody. 
Further, cases uls 138 of Negotiable 
Instruments Act for RS.8.62 crore have been 
filed against the Associate . Provision of 
Rs .1. 86 crore has been created during the 
current financial year for the unsecured 
portion. 

Appearing since 2006-07 . 

13. 	Reference is invited to Note no 12.5, 
regard ing non adjustment in financial books of 
fixed assets net book value of RS.0.64 crore 
destroyed due to flo od during the year Chennai 
Branch against wh ich an adhoc claim of 
Rs.0.26 crore has been received from 
insurance company. 

Appearing since 2006-07 . 

14. 	 Reference is Invited to Note no. 224, 
regarding trade receivables of RS.10.28 crore 
recoverable from one of the Business 
Associates for sale of coal . The Business 
Associate has paid an amount of Rs .0.1 0 crore 
during the year. The entire dues are secured 
by mortgage of free hold land The Business 
Associate has undertaken to repay all dues 
along with interest on receipt of CDR package. 
Company has fi led legal and criminal case 
against Business Associate . In view of this , no 
provision is cons idered necessary 

Appearing since 20 15-16 

15. Reference is invited to Note no . 55(b), the 
reconcil iation of physical verification of fixed 
assets at Corporate office with books is under 
process, impact thereof could not be 
ascertained . 

M anagement Replies 

The overdue is secured by pledge of duly 
insured stocks in favour of STC to the extent of 
Rs. 10.19 crore. The company has filed 
crim inal complaint uls 138 of NIA for Rs. 8.62 
crore and the proceedings are in process. 

Due to sudden flood , the loss of fixed assets 
was estimated by CPWO for the purpose of 
lodging Insurance claim. The Insurance 
company has made provisional payment of Rs. 
26 lakh. The adjustment of assets in books of 
accounts will be made on realisation of final 
claim from the Insurance company during the 
current year. 

The dues are secured by mortgage of free 
hold land. The mortgage deed duly signed by 
the owner of the property and the 
representative of STC has been registered 
with Registrar of assuran ces at Kolkata. The 
associate has committed to clear all dues 
towards STC along with interest and other 
charges . 

The Physical verification of fixed assets was 
conducted on 31 03.2015. The same was 
again re-verified on 28.01.2016. Reconciliation 
of PV with book balances is in process and 
impact of variation if any will be accounted fo r 
during the current year. 

http:RS.10.28
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16. The Shareholders of the Subsidiary Company in The liability towards banks have not been 
their Extraordinary General Meeting held on revalued keeping in view the legal actions 
12.09.20 13, and Department of Commerce, initiated by Bank against the subsidiary 
Ministry of Commerce and Industries vide its company and observance of conservative 
letter dated 26.08 .2013 had approved winding approach of accounting. 
up of the Subsidiary Company under section 
433(a) of the Companies Act , 1956 and 
accordingly wi nding up petition had been filed 
before the Hon'ble High Court of Karnataka on 
26.11 .2013 Accordingly , the Subsidiary 
Company has drawn the accounts on liquidation 
basis i.e. assets have been revalued on 
realizable basis , whereas the liabilities towards 
the bank have been stated at book value, in 
view of legal cases ini tiated by the banks against 
the Holding and Subsid iary Companies for 
recovery of their dues and all other liabilities at 
their settlement value, Holding Company has not 
given any guarantee for the credit facility availed 
by the Subsidiary Company. 

A-lp\>&»(j S.\"V'le.. .;tel\!­ lb ' 

17. Reference is invited to note No . 8.3 regarding Factual , no further comments. 
total liabil ities of subsidiary company to banks 
along with interest amounting to Rs3349 .27 
crore payable to consortium of seven banks and 
UCO Bank in respect of devolved LCs/Packing 
credits since 2008-09. No other banks except 
UCO bank which has confirmed only the 
principal and the SBI which has confirmed 
prinCipal along with interest amount due. 
However, subsidiary company has not 
considered the interest claim by SBI since 
subsidiary company has considered interest 
payable as claim at the rates disclosed in their 
DRT application filed by UCO bank and 
consortium of banks. Cash credit! short term 
loan is as per the claims in the DRT (Debt 
Recovery Tribunal) application filed by 
consortium by seven banks and UCO bank on 
20.07.2011. The above loan has been classified 
as NPA by consort ium banks and UCO bank. 
The subsidiary company has created pari-passu 
charges on the current assets in favour of the 
banks and also surrendered the documents of 
immovable properties situated at Chindwara 
(3 .239 hectares) , Byadgi (5 acres), Siddapura ( 
2.25 acres) and Madikeri (0. 50 acre) in favour of 
the bankers. In view of the immovable properties 
of subsidiary company given as security , an _ ~ 
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estimated amount of Rs 1.83 crore out of the 
total advances can be considered as secured . 
The consortium of banks and UCO bank have 
filed cases separately against the company with 
the Debt Recovery Tribunal, wherein with 
regards to UCO bank recovery case , DRT has 
passed an order dtd. 29 .09.2015 for recovery of 
148.18 crore. However the subsidiary company 
has challenged DRT mder at DRAT, Chennai . 
The bankers have also issue notice u/s 13(2) of 
Securitization and Reconstruction of Financial 
Assets and Enforcement of Security Interest Act, 
2002. Further, based on the above , bankers 
have issued two possession notices one dt 
26.10.2011 on the Factory land & Building 
located at 8yadag i and another dt. 1711.2011 
on factory land & building located at 
Chhindwara, Madhya Pradesh . 

A-p~1 g ..,,(e.. ~o'2--I~ · 

18. The subsidiary company has filed an appeal The matter is subjudice. 
against the arbitration award made in favour of 
MIs Shiva Shankar Minera ls Pvt. Ltd . for Rs801 
crore before the City Civil Court, Bangtalore . 

Pr'ppm1 r\iI-r-..... .ti~ :YI c4J 15-I b· 

19.Reference is Invited to note No. 10.5 regarding 
interest payable by subsidiary company of 
Rs.2164.00 crore on the principal amount due to 
banks is arrived on the basis of the interest rates 
disclosed in the Debt Recovery Tribunal 
application filed by banks. Interest provision of 
Rs.479.65 crore have been made by the 
subsidiary company for the current financial 
year However no confirmation is received from 
banks for interest payable. 

Prpp~1 § "' t. C- .,:to\'-l~\~· 

As the recovery proceedings have been-fITe(j 
by the banks before ORT, interest rates as 
claimed by the bank in ORT proceedings have 
been applied 

http:Rs.479.65
http:Rs.2164.00
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20The subsidiary company has made provision for 
payment of interest as per the claims made by 
the consortium banks in DRT upto 20.07 .2011 
and further interest are provided at the rates 
mentioned in DRT application by the banks 
Excess interest/penal interest/liquidated 
damages claimed by the banks as shown in their 
balance confi rmat ion certificate amounting to 
RS. 165 84 crare has been shown under 
contingent liabili ty. However the contingent 
liability as shown in notes consists only of those 
banks who have given their balance 
confirmation certificate. 

Al'p ~'O tf\"Y t~ ~"""~ ~...... ).01s--1 b . 

21. 	The subsidiary company has considered interest 
rates for computation of interest on short term 
borrowings re lated to devolved Les are based 
on the cla ims of the consortium banks with Debt 
Recovery Tribunal. 

~pe.::vJ '1 1'1S:\.~ .tl"T"e.. \"VI ~Ll -/ b • 

(K~~ 
ch1man & Managing Director 

~ D'--o\f/ 
(J . K. DadOO) / 

Chairman, Audit Committee 
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The contingent liability will be reviewed during 
the F.Y. 2016-17. 

As at Para 19 above 

cx~ 
(G. Ra:ic~~) 
Director-Finance 

~ 
(A K. Bhalla) 

Member, Audit Committee 
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Covering letter of the annual audit report to be filed with the stock exchanges 


CONSOLIDATED ACCOUNTS 


1. Name of the Company The State Trading Corporation of India Ltd. 

2. Annual financial statement for the 
year ended 

31 st March 2016 

3. Type of audit Qualification Qualified Opinion 

4 . Frequency of qualification 

As per annexure 

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

6 Additional comments from the 
board/audit committee chair person 

~~ 
(Khaleel Rahim) 

:h£?,:~prector 


Chairman, Audit Committee 

For P.Jain &Company 
Chartered Accountants 

FRN :~ 1C 

(pan~)
Part 
M. 0 . 097279 

q~ 
(G. RaSc~ndran ) 
Director-Finance 

(A. K. Bhalla) 

Member, Audit Committee 
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1. 	 With respect to Subsidiary company , 
provision for liability towards earned leave 
and half pay leave encashment of Rs. 0.76 
crore, Gratu ity provision of Rs.0 .15crore as 
on 31 March, 2016 and post retirement 
medical benefits is not made on the basis of 
Actuarial valuation as required under 'AS-15 
Revised'. In the absence of Actuarial reports , 
we are unable to quantify the impact if any on 
the consolidated financial statements . 
P<P~1 ,}..1"Y\(c. ':?ol , - 12-, 

2 . 	 With respect to Subsidiary company audited 
PF trust accounts for the year ended 
31 .3.2016 were not provided , in the absence 
of audited PF trust account, we are unable to 
comment thereon . 

The subsidiary company has made the 
provision of earned leave & half pay leave 
encashment of Rs. 2.95 lac in the accounts 
on the basis of salaries as on 31 .03 .2016. 
However no actuarial valuation is done as 
number of employees are very less . 

With regard to Gratuity, company has taken 
Group Gratuity Scheme to cover gratuity 
payable to employees. The Premium 
amount paid to Lie for the year has been 
debited to Profit & Loss Account. 

The subsidiary company is in the process of 
finalizing the PF trust Accounts and the 
same will be completed during the financial 
year 2016-17 . 

3. An amount towards the deferential tax Factual. However the company is in the 
between refund due of Rs . AY 2009-10 and process of obtaining the details of the tax 
tax payable for AY 2010-11 amounting to Rs. adjusted . Based on the outcome, steps will 
0.70 crore deposited with the Income Tax be to taken to adjust difference if any during 
Department is shown under Loans and the financial year 2016-17. 
Advances. The amount of refund granted 
(after adjustment with liability upto AY 2010­
11 is more than refund receivable shown in 
books for the related assessment years . The 
difference has been considered as the 
Interest Income and accounted accordingly 
by the subsidiary company without adjusting 
towards aforementioned tax deposited . Since 
the Subsidiary com pany has not received 
assessment order and no other documentary 
evidences were avai lable , we are not able to 
comment whether the amount refunded is 
inclusive of the payment made by the 
company to the income tax department 
amount ing to Rs 0. 70 crore . 

Ap~ew-.:1 ~~ ~.~ IYl So~-I b 
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4. In respect of subsidiary company the Necessary action will be taken in the 
audited f inancial statements of the joint financial year 2016-17. 
venture company i.e .M/s NSS Satpura 
Agro Development Co. ltd is not 
ava ilable after 31 st March 2013 , hence 
further diminution in the value of Rs 
0.02 crore is not considered in 

consolid ated accounts as result 

investments are overstated by Rs 0.02 

crore and accumulated loss is 

understated by Rs 0.02 crore. 


PI"P~~'1 ~\'Yll~ ~al\l-\!;' 
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L 4~ 

(Khaleel Rahim) (G. Ra~ic~~ndran ) 

Chai~Managing Director Director -Finance 


~-----(JKDadoo) ~ (A K Shalla) 

Chairman, Audit Committee Member, Audit Committee 


For P.Jain &Company 

Chartered Accountants 

FRN a 11C 

(P 
8 ner 
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