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Independent Auditor's Review Report on the Quarter ended Unaudited Standalone 
Financial Results of Reliance Naval & Engineering Limited (the 'Company’) Pursuant to the 
Regulation 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 Professional Process vide NCLT 
order) 

IP Registration No. IBBI/IPA-003 /IP-N00080/2017-18/10703 

Review Report on the unaudited Standalone Financial Results 

1. We were engaged to review the accompanying statement of three months ended Unaudited 
Standalone financial results of Reliance Naval & Engineering Limited (the "Company") for the 
three months ended June 30, 2022 ("Statement"), attached herewith, 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"). 

2. The NCLT, vide its order dated January 15, 2020 (“Insolvency Commencement Date”) initiated 
the Corporate Insolvency Resolution Process (“CIRP”) of the Company under the Code. The said 
NCLT Order also records the appointment of Mr. Rajeev Bal Sawangikar as the Interim Resolution 
Professional (“IRP”) in accordance with Section 16 of the Code. Subsequently, pursuant to the 
meeting held on March 13, 2020, the Committee of Creditors (the “CoC”) had replaced the existing 

IRP with Mr. Sudip Bhattacharya as the Resolution Professional (“RP”) for the Company. Upon the 
application filed by CoC, the NCLT has approved the appointment of RP vide its order dated 5th 
May, 2020. 

The Resolution Plan submitted by Hazel Mercantile Limited (Resolution Applicant) in the CIRP of 

Reliance Naval and Engineering Limited that was approved by the members of committee of 
creditors of the Company (CoC) in their meeting, has now been approved/allowed by the Hon’ble 
National Company Law Tribunal, Anmedabad Bench (NCLT) on December 23, 2022. With the 

approval of the Resolution Plan, the CIRP of the Company has therefore concluded and Mr. Sudip 
Bhattacharya has ceased to be the resolution professional of the Company, effective on and from 

December 23, 2022. Further, as per the terms of the approved Resolution Plan, a monitoring 
committee was constituted (to oversee the implementation of the Resolution Plan, day-to-day 
operations and the management of the Company shall be carried out by the Monitoring 
Committee until the closing date as defined in the Resolution Plan). The monitoring committee is 

constituted of 5 (five) members: (a) 2 (two) members identified and appointed by the Resolution 
Applicant; (b) 2 (two) representatives identified and appointed by the Financial Creditors; and 
(c) 5th (fifth) member an independent insolvency professional. 

In view of the on-going implementation of plan and the powers of Board of Directors remain 
suspended and hence, as explained to us, the powers of adoption of the Statement vests with 

monitoring committee. The erstwhile CFO had rendered its resignation on May 16, 2022 and 
company has appointed Mr. Rishi Chopra as CFO w.e.f. 34 February 2023. In the absence of the 

Company Secretary, and the appointment of new Chief Financial Officer after 30 June 2022, the 

employees have made all practical and reasonable efforts from time to time to gather details to 
prepare these financial statements, despite various challenges and complex circumstances. The 
accompanying unaudited financial results have been prepared by the accounting professionals 

engaged by the corporate debtor. Basis the financial statements prepared by the accounting 
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professional appointed by the Company and the employee of the company. 

This Statement has been adopted by the Monitoring Committee while exercising the powers of 
the Board of Directors of the Company, in good faith, solely for the purpose of compliance and 
discharging their duties which have been conferred upon them as per the terms of approved 
resolution plan. This Statement is signed by the Authorized Representative of the Monitoring 

committee duly authorized by the members of the Monitoring Committee. 

The Results for the three months ended June 30, 2022 have been prepared on the basis of the trial 
balance for the period ended June 30, 2022 which is on the basis of the carrying balance of assets 
and liabilities as at March 31, 2020 and in turn as at March 31, 2021 and March 31, 2022. Prior 
to the commencement of CIRP, the Board of Directors, whose powers were subsequently 

suspended during the CIRP, had oversight on the management of the affairs of the 
Company together with the KMPs for the year ended 31s March 2020. Thus, the erstwhile 
Resolution Professional/Monitoring committee does not assure accuracy and reliability of the 
opening balances as at 1st April 2020. 

The primary purpose of publishing the unaudited financial results is for the compliance with the 
provisions of the Companies Act, 2013, the rules and regulations framed thereunder (“Act”) and 
the Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements), 
Regulations 2015 (“Listing Regulations”), which has been initialed by us for identification 

purposes. 

The results for the quarter and three months ended June 30 2022, have been finalized on 19% 
April 2023. Accordingly, as required under “SA 560 - Subsequent Events” we have performed 

audit procedures designed to obtain sufficient appropriate audit evidence that all events 
occurring between the date of the financial statements and the date of the auditor’s report that 
require adjustment of, or disclosure in, the financial statements have been identified and 
accordingly dealt with in the unaudited standalone financial results and the limited review report. 

Our responsibility is to express a conclusion on this Statement based on our review. In view of 
the matters described in our ‘Basis for Disclaimer of conclusion’ mentioned below, we are unable 
to obtain sufficient appropriate evidence to provide a basis for our conclusion on this statement. 
Accordingly, we do not express a conclusion on this statement. 

We conducted our review of the statement in accordance with the standard on Review 
Engagement (SRE) 2410, “Review of Interim Financial Information Performed by the 
Independent Auditor of the Entity” issued by the Institute of Chartered Accountants of India. This 
standard requires that we plan and perform the review to obtain moderate assurance as to 
whether the Statement is free of material misstatement. A review of interim financial information 

consists of making inquiries, primarily of persons responsible for financial and accounting 
matters, and applying analytical and other review procedures. A review is substantially less in 
scope than an audit conducted in accordance with Standards on Auditing and consequently does 

not enable us to obtain assurance that we would become aware of all significant matters that 

might be identified in an audit. Accordingly, we do not express an audit opinion. 

Basis for Disclaimer of Conclusion 

We draw attention to the below mentioned points pertaining to various elements of the 
Statement that may require necessary adjustments/disclosures in the statement including but 

not limited to an impact on the ability to continue as a going concern and these adjustments 
when made, may have material and pervasive impact on the outcome of the statement for the 
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quarter and three months ended June 30, 2022. Accordingly, pending these adjustments 
including certain major points mentioned below and unavailability of sufficient and appropriate 

evidence in respect of these items, we are unable to express our conclusion on the attached 
Statement of the Company. 

The aggregate carrying value of Property, Plant and Equipment (PPE), Capital Work in 

Progress (CWIP), Investments, Other Non-Current Assets, Inventories, Trade Receivables and 
Other Current Assets (Advances to vendors, Shipbuilding Contracts Receivables, etc) is Rs. 

368,732 lakhs. On 24th February 2022, two compliant Resolution Plans were submitted by 
Prospective Resolution Applicants, and it was presented to the Committee of Creditors (CoC) 
members for approval via e-voting in accordance with Section 30(4) of the Insolvency and 
Bankruptcy Code, 2016 (Code) read with Regulation 39(3) of the CIRP Regulations. The e- 

voting on approval of the Resolution Plans was concluded on March 17, 2022 at 8.00 p.m. and 
the Resolution Plan submitted by Hazel Mercantile Limited was duly approved by 94.86% of 
CoC members under Section 30(4) of the Code as a successful Resolution Plan subject to the 
approval of Hon’ble NCLT Ahmedabad. The Resolution Professional (RP) of the Company has 
duly filed the Resolution Plan as approved by the CoC with the Hon’ble NCLT, Ahmedabad 

Bench on March 23, 2022, in accordance with Section 30(6) of the Insolvency and Bankruptcy 
Code, 2016. The Hon’ble NCLT by and under an order dated 23rd December 2022 
pronounced orally allowing the IA 292 of 2022 and hence approved the Resolution Plan 
submitted by the Hazel Mercantile Limited under Section 31 of the Code. As the 

implementation of the resolution plan is still under process, the Company has not taken into 
consideration any impact of impairment in the value of tangible, financial and other assets, if 
any, in preparation of Financial Statements and has not made full assessment of impairment 
as required Ind AS 36 - Impairment of Assets” and “Ind AS 109 - Financial Instruments” if any, 
as on June 30, 2022 in the carrying value of the above assets. Hence, we are unable to 
comment on the quantum of provision/impairment to be made on the assets appearing in the 
accompanying standalone unaudited financial results. 

As on 30% June 2022, the company has given Security Deposit (short- term and long-term) 
amounting to Rs. 9373.28 Lakhs. Out of the said security deposits, an amount of Rs. 7,370 
Lakhs is with one of the related party i.e., E-Complex Private Limited (“ECPL”) towards the 
land taken on lease. E-Complex Private Limited (“ECPL”) has been admitted under NCLT and 
undergoing CIRP Process and hence the recoverability of the same may be doubtful. Further, 
the recoverability of the Security Deposits deposited with Court against certain ongoing legal 
cases amounting to Rs. 1,777.97 Lakhs are subject to the outcome of the said cases. 

For the period ended 30% June 2022, the company has Gross Trade Receivables for Rs. 
79,847.62 Lakhs, out of which provision for doubtful debt/ECL has been created for Rs. 
79,508.24 Lakhs in the previous financial years. The detailed party wise breakup of the same 

was not available with those charged with governance and the officials of the Company. 
Hence, we are unable to review the party-wise listing of Rs. 79,508.24 Lakhs and accordingly 
necessary review procedures couldn’t be performed on the same. 

In absence of bank confirmations for 35 current accounts, as required under SA 505 - 
External Balance Confirmation, having a book balance of Rs. 2,395.61 Lakhs as on June 30, 
2022 and borrowings from lenders amounting to Rs. 17,99,848.51 Lakhs; also, non- 
availability of Bank account statements for 33 current accounts having a book balance of Rs. 
(-4.74) Lakhs as on June 30, 2022, led to incomplete supporting for our limited review 
process. Hence, we are unable to comment on the bank transactions as well as the closing 
balances as appearing in the books of accounts for the said bank balances. 

The total provisional claim admitted of financial creditors (thereby representing lending 
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Loans) was Rs. 12, 40,173 Lakhs as of 15th January 2020 (Based on the Claims sheet as on 
31st August 2022 as received from RP}. For sake of clarity, the following table may be read: 

  

  

  

  

  

  

  

  

  

            

A | Amount outstanding as | 12,06,667 Lakhs As appearing in 
at 31.03.2020 Audited financials for 

FY 2019 -20 

B |} Amount outstanding as | 12,36,190 Lakhs As per unaudited 

at 30.06.2020 results for 30% June, 
2020 

C Amount outstanding as | 14,68,186 Lakhs** As per unaudited 
at 30.09.2020 results for 30th 

September, 2020 

D_ | Amount outstanding as | 15,06,450 Lakhs As per unaudited 
at 31.12.2020 results for 3is 

December, 2020 

E Amount outstanding as | 15,52,619 Lakhs As per audited results 
at 31.03.2021 for 31st March, 2021 

F | Amount outstanding as | 16,01,962.71 lakhs As per unaudited 
at 30.06.2021 results for 30% June, 

2021 

G | Amount outstanding as | 16,51,607.93 lakhs As per unaudited 
at 30.09.2021 results for 30% 

September, 2021 

H_ | Amount outstanding as | 17,01,718.21 lakhs* As per unaudited 

at 31.12.2021 results for 31s 
December, 2021 

I Amount outstanding as | 17,50,517.23 Lakhs* As per audited results 
at 31.03.2022 for 31st March, 2022 

K | Amount outstanding as | 17,99,848.51 Lakhs* As per unaudited 
at 30.06.2022 results for 30% June, 

2022 
  

We draw your attention to the fact that the Company had done a comparison of the figures of 

Financial Creditors (excluding loans from Body Corporates) as per the CIRP process as on March 

31, 2021 and in the books of account of the Company, difference of Rs. 130,165.13 Lakhs are 

charged to profitand loss account as an extraordinary item during the previous year ended March 

31, 2021. 

*Reason for change in amount of borrowing as on June 2022 and March 2022 as compared to as 

on December 2021, is mainly due to accounting recognition of finance cost and penal interest on 

provisional rate of 13% at simple interest on the basis of interest rate available in IDBI sanction 

letter (being the lead bank). 

** Reason for change in amount of borrowing as on September 2020 as compared to June 2020, 

is mainly due to accounting of borrowings of the financial creditors as per the claims admitted by 

the RP and recognition of finance cost and penal interest on provisional rate of 13% at simple 

interest on the basis of interest rate available in IDBI sanction letter (being the lead bank). 

The finance costs appearing in the accompanying results are based on the transactions accounted 

in the accounting system in estimated bas, and hence, our report is qualified in this matter. 
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The Below table states the position of the principal amount outstanding of financial creditors 

(other than body corporate) in the accompanying unaudited financial results for the quarter 

ended June 30, 2022 and the latest claims position as on the date of signing this report. 

  

  

  

A Principal amount | 12,44,715.89 Lakhs As appearing in 
outstanding of unaudited _ financial 

financial creditors results for the 
(other than body unaudited quarter 
corporate) ended June, 2022 

B Amount claimed as | 12,46,076.16 Lakhs As per claim sheet 

per the latest claim dated 31s August, 

sheet as on date 31s 2022 

August, 2022 

C Amount claimed and | 12,40,173.03 Lakhs As per claim sheet 

admitted as per the dated 31s August, 

latest claim sheet as 2022 

on date 31s* August, 

2022             

It can be seen from the above table that the principal amount outstanding of the financial 

creditors (other than body corporate) is different from the latest position of amount claimed and 

received (based on the claim sheet dated 31t August, 2022). Considering that the resolution plan 

implementation is going-on, Company has not made any adjustment in its borrowing of financial 

creditors (other than body corporate) as on June 30, 2022 by comparing the same with the latest 

claim sheet. Accordingly, our report has qualified in this matter. 

vi. During the quarter ended June 30, 2022 as a part of CIRP, financial and operational creditors 
were called upon to submit their claims to the IRP/RP. These claims submitted will be dealt 
as per the provisions of the code, post implementation of the approved Resolution plan, 
necessary adjustment will be made in these statements for the differential amounts, if any; 
accordingly, no adjustment entry to this effect has been passed in the books of accounts for 
the quarter ended June 30, 2022. Hence, we are unable to comment on the outstanding balance 
of these liabilities. 

vi. With respect to a contract with Indian Navy 255/DSP/C/11-12/NOPVs (5), the Ship Building 
Trade Receivable from Indian Navy was Rs.1,68,431.42 Lakhs as on June 30, 2020. As per the 
explanation and information received from the management, the Ministry of Defense has sent 
Show Cause Notice to the company for termination of contract against which the company 
has filed writ petition and stay application before the Delhi High Court on 15th February, 
2020. The captioned matter was listed for hearing before the Hon'ble Delhi High Court on 
February 17, 2020. After hearing the arguments of both parties at length, the Hon’ble Court 
was pleased to direct the Ministry of Defense to consider the writ petition as a representation 
in response to the Impugned Termination Notice and take a decision on termination as per 
law. The Hon’ble Court was further pleased to direct that in case the final decision of the 
Ministry of Defense in relation to termination of the NOPV Contract is adverse to the interests 
of the Company, the operation of the said decision shall remain suspended for a period of 7 

days after communication of such decision to the Company. Although the Ministry of Defense 
has not revived the contract, it has offered the Company an opportunity to present a proposal 
by August 31, 2020, outlying how it can complete two of the five NOPVs (NS001 and NS002) 
which were in advance stages of completion by outsourcing the remaining work to a PSU 
shipyard. However, the proposal submitted by the Company was not agreeable by Ministry of 
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response to which, company has filed an application challenging the order in National 
Company Law Tribunal on October, 2020 which is pending for further hearing. 

Considering the above event, the total receivables for shipbuilding contract including bank 

guarantee invoked by Ministry of Defense amounting to Rs. 1,68,431.42 Lakhs have been 

considered for the impairment testing by the management and below mentioned accounting 

effects has been considered under the unaudited financial results for the quarter ended June 30, 

2020. 

  

  

  

  

  

  

  

    

Particular Amount 

(Rs. in Lakhs) 
Total receivable balance of NOPV contract as on June 30, 2020 before 1,68,431.42 
considering for the impairment testing (A) 

Sub-Total (A) 1,68,431.42 

1) Increase in Inventory-WIP to the extent of the actual cost incurred till 1,38,788.68 
March 31, 2020** 

2) Reversal of the provisional liability accounted basis the calculation of 23,107.97 
contract revenue as per Ind AS 115 and AS-7 

3) Excess Receivable balance written off (Shown under the exceptional 6,534.77 
item) 

Sub-Total (B) 1,68,431.42       

** Company had not undertaken the impairment testing of the inventory as explained in point 
above. 

Further, in absence of the working for Advance against purchase of Material/ Services and 

inventories relating to the said project (NOPV), we are unable to comment on the quantum of the 

impairment/provision to be accounted for with respect to Advance given to vendor related to 

NOPV and inventories relating to the said project (NOPV) in the unaudited standalone financial 

result for the period ended June 30, 2022. 

The Company has the contract with Indian Navy for the construction of ships (CGTS and FVP) 
vide contract no. CGTS-AQ/0737/01 and FVP — AQ/0542/14 respectively. The Ship Building 
Contract receivable from CGTS and FVP were Rs. 8,991.67 lakhs and Rs. NIL respectively, as on 
June 30, 2020 appearing as Ship Building trade receivable under Other Current Assets. As per the 
explanation and information received from the management, the Ministry of Defense has sent 
cancellation Letters to the company for termination of contract on 14th July 2021. The company 
has not taken any legal action against the said cancellation letters however, the same is 
contemplated. 

Subsequent to quarter and half year ended September 30, 2020, the Ministry of Defense has 
invoked the Bank Guarantees including Performance Guarantees given to them against the 
Advances received by the Company. 

Considering the above event, the total receivables from shipbuilding contracts amounting to Rs. 

8,991.67 and Rs. 0 (NIL) from CGTS and FVP respectively have been considered for impairment 

testing by the management and accounting effects (as represented below) have been considered 

in the unaudited financial results for the quarter ended September 30, 2020. 

Amount in Rs. Lakhs 

  


