




























 
 

 
 

 

Independent Auditor’s Report on the Quarterly and Year to Date Audited 
Consolidated Financial Results of the Company Pursuant to the Regulations 33 
of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, 
as amended 
 
TO THE RESOLUTION PROFESSIONAL OF 
RELIANCE NAVAL AND ENGINEERING LIMITED (A Company under Corporate 
Insolvency Resolution Process vide NCLT order) 
IP Registration No. IBBI/IPA-003/IP-N00080/2017-18/10703 
 

Report on the audit of the Consolidated Financial Results 
 
 
Qualified Opinion 
 
We have audited the accompanying statement of consolidated financial results of 
RELIANCE NAVAL AND ENGINEERING Limited (“the Parent”) and its Subsidiaries 
(the Parent and Subsidiaries together refer to “the Group”), and its associate for the 
quarter and year ended March 31, 2020 (the “Statement”), being submitted by the 
company pursuant to the requirement of Regulation 33 of the SEBI (Listing 
Obligations and Disclosure Requirements) Regulations, 2015, as amended (the “Listing 
Regulations”).  
 
During the year, the National Company Law Tribunal (“the NCLT”), Ahmedabad 
Bench, admitted petition for initiation of Corporate Insolvency Resolution Process 
(“CIRP”) under Section 7 of the Insolvency and Bankruptcy Code, 2016 (“the Code”) 
filed by financial creditors vide order no. CP (IB) No. 418/7/NCLT/AHM/2018 dated 
January 15, 2020  and appointed an Interim Resolution Professional (“IRP”), Mr. 
Rajeev Bal Sawangikar, to manage affairs of the Company in accordance with the 
provisions of the Code. Subsequent to the year, the NCLT, Ahmedabad Bench, vide 
order no. IA 233/2020 in CP (IB) No. 418/7/NCLT/AHM/2018 dated May 5, 2020 
appointed Mr. Sudip Bhattacharya as Resolution Professional (“RP”) replacing the IRP 
according to the resolution passed by the Committee of Creditors unanimously. In 
view of pendency of the CIRP and suspension of powers of Board of Directors and as 
explained to us, the powers of adoption of the Statement vests with RP. These 
Consolidated financial results is prepared by the Management of the Company and 
Certified by Mr. Madan Pendse, Chief Financial Officer and approved by RP. 
 
In our opinion and to the best of our information and according to the explanations 
given to us and based on the consideration of the reports of other auditors on separate 
audited financial statements / financial information of the subsidiaries and associate, 
except the possible effects of the matters described in “Basis for Qualified Opinion” Para 
below,  the Statement:  
 



 
 

 

i. Includes the financial information of the following entities: 

List of Subsidiaries: 

• E Complex Private Limited,  
• RMOL Engineering and Offshore Limited (Formerly Reliance Marine & 

Offshore Limited),  
• Reliance Technologies and Systems Private Limited,  
• REDS Marine Services Limited (Formerly Reliance Engineering and Defence 

Services Limited),  
• PDOC Pte. Ltd. (incorporated and place of business at Singapore). 
 
List of Associate: 

• Conceptia Software Technologies Private Limited 

ii. are presented in accordance with the requirements of Regulation 33 of the 
Listing Regulations in this regard; and  

iii. give a true and fair view in conformity with the recognition and measurement 
principles laid down in the applicable Indian Accounting Standards and other 
accounting principles generally accepted in India of the net loss and other 
comprehensive income and other financial information of the Group for the 
quarter and year ended March 31, 2020. 

 

Basis for Qualified Opinion 
 
a) We draw your attention to Note no. 4 to the Statement: 
 
i) regarding non receipt of balance confirmation from banks and financial 
institutions (including current accounts and fixed deposits) as on March 31, 2020, 
accordingly the finance costs for the year end has been recognised based on balances 
as appearing in the books of account as on March 31, 2020 and may undergo change 
upon receipt of the confirmations. The impact of the same on the consolidated financial 
results cannot be quantified. 
 
ii) during to the year, as a part of CIRP, creditors were called upon to submit their 
claims upto January 15, 2020. The claims submitted by the creditors are under 
verification and in respect of operational creditors the process of submitting claims is still 
going on and it is also under reconciliations with amount as appearing in the books of 
accounts. Pending reconciliations and final outcome of the CIRP, consequential impact, if 
any, on the consolidated financial results is not currently ascertainable. 
 
b) As mentioned in note no. 5 and 6 to the Statement, ONGC has cancelled the order for 
Offshore Support Vessels (OSVs) and invoked the bank guarantees in FY 2018-19; 
further during the year, the Ministry of Defence has also cancelled the order of Naval 
Offshore Patrolling Vessels (NOPVs) and invoked the bank guarantees, which have been 



 
 

 

contested by the Company. The above cancellation has resulted into uncertainty about 
the recoverable value of its assets. As mentioned in note no. 7 to the Statement, the 
Company has not performed the impairment testing of its Property, Plant and Equipment 
(PPE), Capital Work in Progress (CWIP), Goodwill on Consolidation, Investments, Other 
Non Current Assets, Inventories, Trade Receivables and other Current Assets including 
Advance against purchase of material / services, Shipbuilding Contracts Receivables 
and Other Advances of the Group as at March 31, 2020 aggregating to Rs. 472,412 
Lakhs. We are unable to obtain sufficient appropriate audit evidence about the 
recoverable value of the above assets; accordingly we are unable to quantify the 
provision for impairment for the same and its consequential impacts on the consolidated 
financial results of the Group. 
 
c) We have been informed by Resolution Professional that certain information including 
the minutes of meetings of the Committee of Creditors and the outcome of certain 
procedures carried out as a part of the CIRP are confidential in nurture and could not be 
shared with anyone other than the Committee of Creditors and NCLT. Accordingly, we 
are unable to Comment on the possible financial impact, presentation and disclosures, if 
any, that may arise if we have been provided access to those information. 
 
d) The consolidated financial results include the financial information /statements of a 
subsidiary which reflects total assets of Rs. 29,969 Lakhs as at March 31, 2020, total 
revenue of Rs. (2) lakhs and Rs. 0.07 lakh, total net loss after tax of Rs. (1,525) Lakhs 
and Rs. (6,067) lakhs and total comprehensive loss of Rs. (1,525) Lakhs and Rs. (6,067) 
lakhs, for the quarter and year ended on that date, respectively, and net cash outflow 
Rs. 0.85 Lakh for the year ended March 31, 2020 as considered in the consolidated 
financial results, in respect of a subsidiary, whose financial information /statements 
have not been audited; as mention in note no. 12 to the Statement, the financial 
statements of that subsidiary are unaudited and have been approved by the Resolution 
Professional of that subsidiary and our opinion on the consolidated financial results, in 
so far as it relates to the amounts and financial information included in respect of above 
subsidiary, is based solely on these unaudited financial statements. Consequently, 
effects on the Group’s total assets, total liabilities, net profit / (loss) and of total 
comprehensive income, if any, pursuant to the audit of that subsidiary, are not 
ascertainable at this stage. 
 
We conducted our audit of the Statement in accordance with the Standards on 
Auditing (SAs) specified under section 143(10) of the Companies Act, 2013 (the Act). 
Our responsibilities under those Standards are further described in the Auditor’s 
Responsibilities for the Audit of the consolidated Financial Results section of our report. 
We are independent of the Group and its associate in accordance with the Code of 
Ethics issued by the Institute of Chartered Accountants of India together with the 
ethical requirements that are relevant to our audit of the Statement under the 
provisions of the Companies Act, 2013 and the Rules thereunder, and we have fulfilled 
our other ethical responsibilities in accordance with these requirements and the Code 
of Ethics. We believe that the audit evidence obtained by us and other auditors in 



 
 

 

terms of their reports referred to in “Other Matters” paragraph below, is sufficient and 
appropriate to provide a basis for our qualified opinion.  
 
 
Material Uncertainty Related to Going Concern 
 
We draw attention to the Note no. 2 to the Statement regarding preparation of 
Consolidated financial results of the Group on going concern basis, notwithstanding 
the fact that the Group continues to incur cash losses, it’s net worth has been fully 
eroded, defaulted in repayment of principal and interest to it’s lenders, loans have 

been called back by secured lenders, non-current assets are significantly impaired, 
current liabilities exceeded the total assets of the Group, major customers have 
cancelled the orders, termination notice received to terminate the sub concession lease 
agreement of land parcel on which Parent’s EOU unit operates, etc. As mention in 
para 2 above, since the CIRP is currently in progress, as per the Code, it is required 
that the Parent be managed as going concern during the CIRP, the consolidated 
financial statements is continued to be prepared on going concern basis. However 
there exists material uncertainty about the Group’s ability to continue as a going 
concern since the same is dependent upon the resolution plan to be formulated and 
approved by NCLT. The appropriateness of preparation of financial statements on 
going concern basis is critically dependent upon CIRP as specified in the Code. 
 
Our opinion is not modified in respect of this matter. 
 
Emphasis of Matter 
 
We draw your attention to Note no. 9 to the Statement, which describes the 
uncertainties related to COVID-19 and its consequential effects on the affairs of the 
Group. 
 
Our opinion is not modified in respect of this matter. 
 
Management’s and Resolution Professional’s Responsibilities for the 
Consolidated Financial Results 
 
The Statement has been prepared on the basis of the consolidated financial 
statements. The Parent’s Management and Resolution Professional (RP) are 
responsible for the preparation of the Statement that give a true and fair view of the 
net loss and other comprehensive income and other financial information of the Group 
including its associate in accordance with the Indian Accounting Standards prescribed 
under Section 133 of the Act read with relevant rules issued thereunder and other 
accounting principles generally accepted in India and in compliance with Regulation 
33 of the Listing Regulations. The respective Management/ Resolution Professional / 
Management of the companies included in the Group and its associate are responsible 
for maintenance of adequate accounting records in accordance with the provisions of 
the Act for safeguarding of the assets of the Group and its associate 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 Statement 
that give a true and fair view and are free from material misstatement, whether due to 
fraud or error, which have been used for the purpose of preparation of the Statement 
by the Management of the Parent, as aforesaid. 
 
In preparing the Statement, the respective Board of Directors / Resolution 

Professional / Management of the Companies included in Group and of its associate 
are responsible for assessing the ability of Group and its associates to continue as a 
going concern, disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless the respective Board of Directors / 
Resolution Professional / Management either intends to liquidate the Company or to 
cease operations, or has no realistic alternative but to do so.  
 
The respective Board of Directors / Resolution Professional / Management of the 
Companies included in the Group and of its associate are also responsible for 
overseeing the Company’s financial reporting process of the Group and of its associate. 
 
Auditor’s Responsibilities for the Audit of the Consolidated Financial Results 
 
Our objectives are to obtain reasonable assurance about whether the Statement as a 
whole are free from material misstatement, whether due to fraud or error, and to issue 
an auditor’s report that includes our opinion. Reasonable assurance is a high level of 
assurance, but is not a guarantee that an audit conducted in accordance with SAs will 
always detect a material misstatement when it exists. Misstatements can arise from 
fraud or error and are considered material if, individually or in the aggregate, they 
could reasonably be expected to influence the economic decisions of users taken on 
the basis of the Statement.  
 
As part of an audit in accordance with SAs, we exercise professional judgment and 
maintain professional scepticism throughout the audit. We also: 
 

 Identify and assess the risks of material misstatement of the financial results, 
whether due to fraud or error, design and perform audit procedures responsive to 

those risks, and obtain audit evidence that is sufficient and appropriate to 
provide a basis for our opinion. The risk of not detecting a material misstatement 
resulting from fraud is higher than for one resulting from error, as fraud may 
involve collusion, forgery, intentional omissions, misrepresentations, or the 
override of internal control.  

 Obtain an understanding of internal control relevant to the audit in order to 
design audit procedures that are appropriate in the circumstances. Under 
Section 143(3) (i) of the Act, we are also responsible for expressing our opinion on 



 
 

 

whether the Group has adequate internal financial control with reference to 
financial statements in place and the operating effectiveness of such control.  

 Evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by the Board of Directors.  

 Conclude on the appropriateness of the Resolution Professional’s use of the going 
concern basis of accounting and, based on the audit evidence obtained, whether 
a material uncertainty exists related to events or conditions that may cast 
significant doubt on the Company’s ability to continue as a going concern. If we 
conclude that a material uncertainty exists, we are required to draw attention in 
our auditor’s report to the related disclosures in the financial results or, if such 
disclosures are inadequate, to modify our opinion. Our conclusions are based on 
the audit evidence obtained up to the date of our auditor’s report. However, 
future events or conditions may cause the Company to cease to continue as a 
going concern.  

 Evaluate the overall presentation, structure and content of the financial results, 
including the disclosures, and whether the financial results represent the 
underlying transactions and events in a manner that achieves fair presentation.  

 
We communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and significant audit findings, including any 
significant deficiencies in internal control that we identify during our audit.  
 
We also provide those charged with governance with a statement that we have 
complied with relevant ethical requirements regarding independence, and to 
communicate with them all relationships and other matters that may reasonably be 
thought to bear on our independence, and where applicable, related safeguards.  
 

Other Matters 

 

a)    We draw your attention that the Company has paid managerial remuneration of 

Rs. 19 Lakhs and Rs. 97 Lakhs for the quarter and year March 31, 2020, 

respectively, to its whole time director as approved by the shareholders of the 

Company but without obtaining prior approval from the secured lenders as 

required under the third proviso of the Section 197(1) of the Act. 

b)  We did not audit the financial statements of 4 subsidiaries included in the 

consolidated audited financial results, whose financial information reflect total 

assets of Rs. 81,169 Lakhs as at March 31, 2020, total revenue of Rs. 561 lakhs 

and Rs. 2,173 lakhs, total net loss after tax of Rs. (2,018) Lakhs and Rs. (8,326) 

lakhs and total comprehensive loss of Rs. (2,018) Lakhs and Rs. (8,326) lakhs, for 

the quarter and year ended on that date, respectively, and net cash outflow Rs. 9 

Lakhs for the year ended March 31, 2020, as considered in the statement which 






















