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Dear Sirs,

Sub: Statement of Standalone and Consolidated Unaudited Financial Results for the
quarter ended June 30, 2020.

This is in continuation to our letter dated June 7, 2021 regarding the intimation of date of meeting
for consideration and approval ef unaudited financial results for the quarter ended June 30, 2020.

As your good self is already aware that Reliance Naval & Engineering Limited (‘the Company’) is
undergoing Cerporate Insolvency Resolution Process (‘CIRP’) vide Hon'ble National Company
Law Tribunal, Order dated 15 January, 2020 (‘Order’), in terms of the provisions of Insolvency
and Bankruptcy Code, 2016 (IBC' or 'Code’) and the regulations framed thereunder. Pursuant to
the said Order and in accordance with the provisions of IBC, the powers of the Board of Directors
and responsibility for managing the affairs of the Company are vested in Interim Resolution
Professional, Mr. Rajeev Bal Sawangikar, who was later replaced with Mr, Sudip Bhattacharya as
Resolution Professional from May 5, 2020

It may be noted that Company Secretary has resigned from his position in the company on
December 15, 2020. Upon commencement of the CIRP, and in accordance with Section 17(1)(b)
of the Code, the powers of the Board of Directors of the Company stand suspended and are
exercised by the Resolution Professional. In the absence of the Company Secretary and other
officials who were primarily responsible for book closure process and financial reporting, the
Chief Financial Officer and 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. They have tried to put in best possible efforts to provide information
required by the auditors for the purpose of carrying out the audit of the financial statements of the
Company.

Basis the financial statements prepared by Chief Financial Officer, the Resolution Professional
has considered and approved the unaudited Financial Results of the Company for the quarter
ended June 30, 2020.

Registered office: Pipavav Port, Post Ucchaiya Via-Rajula, Dist. Amreli365 560, Gujarat
E-mail: rdel.investors@relianceada.com
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These financial results have been signed by the Resolution Professional (RP) while exercising
the powers of the Board of Directors of the Company, which has been conferred upon him in
terms of the provisions of Section 17 of Code. Resolution Professional has signed these financial
statements in good faith, solely for the purpose of compliance and discharging his duty under the

Code.

The meeting was commenced at 4:00 PM and concluded at 6:45 PM

This is for your information and records.

Yours faithfully,
For Reliance Naval & Engineering Limited

As Resolution Professional of Reliance Naval and Engineering Limited
Project E-mail: ip.reliancenaval@duffandphelps.com
IBBI Registration no.: IBBI/IPA-003/IP-NO0080/2017-18/10703

IBBI Registered Address: 903 Queensgate CHS, Hiranandani Estate,

Off Ghodbander Road. Thane-West, Mumbai - 400607
IBBI Registered E-mail: resolutionsudip@gmail.com

Project specific office-

Duff and Phelps India Pvt. Limited

14th Floor Raheja Tower, Bandra Kurla Complex,
Bandra- East- 400 051

(Reliance Naval and Engineering Limited is under Corporate Insolvency Resolution Process as per the
provisions of the Insolvency and Bankruptcy Code, 2016 w.e.f. January 15, 2020. Its affairs, business and
assets are being managed by Mr. Sudip Bhattacharya, Resolution Professional, appointed by NCLT,

Ahmadabad bench by order dated May 05, 2020).

Registered office: Pipavav Port, Post Ucchaiya Via-Rajula, Dist. Amreli365 560, Gujarat
E-mail: rdel.investors@relianceada.com
CIN:L35110GJ1997PLC033193
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statement of Unaudifed Standatone Financial Resulls for the Guarfer Ended June 30, 2020

Al

- - B Rs in Lakhs

Quarier Ended Yecr Ended
st Pardi 30.06.2020 | 21.03.2020 | 30.04.2019 | 31.03.2020
Ro. arficulars

Ungudited {Refer {Refer Audited

B o Note 16} Nofe 1¢)
1 Revenue from Operaiions 193 1.726 2,633 7,549 |
2 Other Income 39 2.195 al 2,371
3 | Tolal income {1+2) 232 3,921 2,684 9,920
4 | Expenses

{a} | Cost of Materials Consumed 138,789 i0 2,358 3,252

{b} | Cost of Raw Material Sold - 104 143 alé

{c} | Changes in Inveniocries of Work in {139.260) 18 {67] {1,304}

Progress & Scrap
(d) | Employee Benefits Expenses 206 373 598 2,054
(e} | Labour/Fabrication and 241 44] 741 2,600
Subcontiracior Charges )
(f} | Power, Fuel and Water 116 281 317 1,136
{g} | Cost Estimated for Revenue [355) (79} {2.960) (2,510}
Recognised (Refer Note 14) !

(h) | Foreign Exchange Difference (net) 2015 1,753 | (65 2415
(i} | Provision for Non-Maoving Inveniory - 11.015] - 11.015
(i) | Other Expenses | 200 1,109 1,232 5,809

Total Expenses 1,952 15,025 2,297 25,183

§ |Profit / (Loss) from Opergiions {1,720) {11,104) | 327 {15,263)
before Deprecialion / Amorlisalion g E ;
cost and Finance Cost (3-4) , |

6 | Finance Costs 35,576 34,335 32205 132,801 |

7 Deprecaahon and Amortisation 1,855 - 1,854 1,789 7,461 |
Expenses = .

8 |Loss Before Excephona! ftems {5-5- (37,151) (47,295) (33,607) {155,525) %
7) .

9 Exceptlionatliems (Refer Note 8, 10 (18.048] (&,608) - {6,608)
and 11}

10 |Loss before Tax (8+9) {57,199) {53,903) (33,607) |  (162,133)|

11 |Income Tax for Eatlier Years - = =

12 | Deferred Tax Credit / [Reversal) - - (1) -

13 |Loss Affer Tax {10+11+12) {57,199) {53,903) (33,508} {162,133)

14 | Other Comprehensive income

lrems that will not to be reclassified
fo profit and loss in the subseguent
year
(i) | Actuarial gains/{losses) on defined Z 20 (4) 7




benefit plans
{ii) | Income Tax effect - - 1 -
Total Other Comprehensive 2 20 {3} 7
Income for the period/year
15 |Total Comprehensive Income for (57,197) (53.883)|  (33,611)] (162,128)]
the period/year (13+14} ,!
i
16 | Paid-up Equity Share Capital (Face 73,759 73,759 73,759 73,759
Value of Rs. 10 Each) ;
17 | Other Equily - -1 -1 [1,261,711)
18 |Earnings Per Share {EPS]) {* Nof ?
Annualised} .
{a) | Basic EPS {Rs.) *7.75) *(7.31} | *14.56) {21.98)
(b] | Diluted EPS (Rs.) I S v 24 N H7.31) *14.56) {21.98) |

Notes:

01  On September 4, 2018, DBl Bank in ifs capacily of financial crediior had filed a pefition
under the Insolvency and Bankrupicy Cede 2014 {ithe “iBC” / "Code”} with the Hon'ble
Nationa! Company Law Tribunal, Ahmedabad {the "NCLI”"} against Reliance Naval and
Engineering Limited {“the Company"}.

The NCLI, vide its order dalted January 15, 2020 {"Insolvency Commencement Date")
initiated the Corporate Insolvency Resoiution Process ("CIRP") of the Company under the
Code. The said NCLT Order aiso records the appointment of Mr. Rgjeev Bal Sowangikar s
the Interim Resoiution Professionat {“IRP"} in accordance with Seciion 16 of the Code.
Subseqguently, pursuant to the meeting held on March 13, 2020, the Commitiee of Creditors
{the “CoC"} has replaced the existing IRP with Mr. Sudip Bhattacharya as the Resolution
Professional {*RP") for the Company. Upon the application fled by CoC, the NCLT has
approved the appointment of RP vide its order dated May 5th, 2020.

Under the IBC proceedings, the powers of the board have been suspended with effect
from January 15, 2020. The powers of the Board of Direciors are fo be exercised by the RP.
The NCLT order aise provided for a moratorium with effect from Jonuary 15, 2020 fill the
completion of the CIRP or uniil it approves the resclution plan under section 31(1) or passes
an order for liquidation of the Company under Section 33, whichever is earlier. Currently,
the Company is under CIRP.

02 With respect to the financial results for the quarter ended June 30, 2020, the RP has signed

the same solely for the purpose of ensuring compliance by the Corporale Debtor with
applicable laws, and subject to the following disclaimers:

(i) The RP has furnished and signed the report in good faith and accordingly, no suit,
prosecution or other legal proceeding shall lie against the RP in terms of Section 233
of the Code;

li) No statement, fact, information {whether current or historical) or opinion contained
herein should be construed as a representation or warraniy, express or implied, of the
RP including, his authorized representatives and advisors..
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fii} The RP, in review of the financial results and while signing this statement of financial
resufts has relied upon the assistance provided by the directors of the Corporate
Debfor, and ceriifications, representations and statements made by the directors of
the Corporate Debior, in relation ic these financicl results. The siotement of financial
resulis of the Corporate Debtor for the quarter ended June 30,2020 have been faken
on record by the RP soiely on the basis of and on relying the aforesaid cerlifications,
represeniations and statements of the aforesaid direciors and the management of
the Corporate Debior. For all such informaiion and data, the RP has assumed that
such information and data are in the conformity with ihe Companies Aci, 2013 and
other applicable lows with respect to the preparaiion of the financial resulis and that
they give true and fair view of the position of the Corporate Debtor as of the dates
and period indicated therein. Accordingly, the RP is not making any representations
regarding accuracy, veracily or comptleteness of the daia or informaticn in the
financiai results. ]

fiv) iIn terms of the provisions of the Cede, the RP is required o underiake a review of
cerfain transactions. Such review has been completed and the RP has filed the
necessary applications with the adjudicaling authority.

The above unaudited Standalone Financicl Results of the Company for the period ended
June 30, 2020 have been taken on record by the RP while discharging the powers of the
erstwhile Board of Directors of the Company which were conferred upon him by the
aforementionaed NCLT order dated May 5, 2020 to run the Company as a going concerm
during CIRP. Hence the financial resulis for the period ended June 30, 2020 have been
prepared on going concem assumptions. The RP tock charge of the Company on May 3.
2020 and authorized the Key Management Personnel (KMP's} o condinue with their
respective roles and charges as per their original work allocalicn.

The amounts of the claim admitted or io be admiited by the RP under CIRP process may
differ from the amount reflecting in the books of account of the Company. The above
unaudited financial resulls are drawn on the basis of June 30, 2020 figures as per the books
of account of the Company. The RP and support team pelieve that these figures may be
interpreted solely for the purpose of satisfying the regulatery requirernent for filing of
quarterly and yearly audited financial results and that these figures could change during
the CIRP process or thereafter. The Company has outstanding borrowings from banks and
financial institutions aggregating Rs. 12,37,34%.16 kakhs including interest thereon and bank
balances [cument account and term deposit] aggregaling to Rs. 1251.40 lakhs, bank
balance confirmation amounting fo Rs. 1,226.57 lakhs as ot June 30, 2020 has been
received by the Company. Duiing the period ended June 30, 2020, as a part of CIRP,
financial and operationat creditors were calted upon to submif their claims to the IRP as on
January 15, 2020. These claims are under verification and the RP is in the process of
receiving, collating, verifying, seeking clarification, sending communicatfions for un-
reconciled balances, seeking addifional documents to substantiaie whole or part of un-
reconciled balances on such claims; hence no provision other than disclosed in
excepiional items has been made in the books of accounts for the period ended on June
30, 2020. This matter has accordingly been qualified by the audifcrs in thelr limited review
report,

ONGC had placed an order for 12 Offshore Vessels {OSVs) in Financial Year (FY) 2009-10

out of which 7 OSVs have been delivered il 2013-16. ONCC has cancelled the order and
invoked all the bank guarantees in FY 2018-19. The Arbitration Pelition has been filed by the

'?.'-‘;ﬁﬂ. E':_: 2
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Company against the caoncellalion of Order. Pending the Award no provisicn has been
made against the shipbuilding contract receivables, Advance against purchase of
Matericl/ Services and Inveniories, which has been qualified by the auditors in their fimited
review report.

As on June 30, 2020, the Company has a shipbuilding conifracis receivabies of NOPV
amounting o Rs.1,68,431 .42 lakhs, including invecation of the bank guarantees for 5 Naval
Ofishore Pairol Vessels [INOPVs) from the Ministry of Defence, New Delhi [the "MOD”}. On
February 3, 2020, the Company has received a Show Cause Notlice from the Minisity of
Defence for femminatlicn of the aforescid Coniract. In response to the Nofice, The
Company replied io the notice and ailsc filed a writ petition clong with stay application
beiore ithe Dethi High Court on February 15, 2020.

The captioned matier was listed for hearing before the Hon'ble Delhi High Court on
February 17, 2020. After hearing the argumenis of both parties at length, the Hon'ble Court
was pleased to direct the MOD to consider the writ petition as a represeniation in response
1o the Impugned Termination Notice and take ¢ decision on termingiion as per law. The
Hon'ble Court was further pleased to direct that in case the final decision of the MOD in
reigfion 1o fermination of the NOPV Coniract is adverse o the interests of the Company,
the operction of the said decision shall remain suspended for a pernod of 7 days after
communication of such decision to the Company.

Atthough the MOD has not revived the contraci, it has offered the Company an
opporiunily fo present a proposal by August 31, 2020, cuilaying how if can compilele two
of the five NOPVs {NSOO1 and NS002} which are in advance stages of completion by
outsourcing the remaining work fo a PSU shipyard.

However, the proposal submiited by the Company was not agreeable fo the Ministry of
Defense, Accordingly, the coniract was terminated vide letter dated Sepiember 21, 2020.
In response to which, company has filed an application challenging the order in National
Company Law Tribunal in the month of October, 2020, which is pending for hearing.

Considering the same the total receivables for shipbuilding contract including bank
guarantee invoked by Minisiry of Defense amounting fo Rs. 1,68.431.42 lakhs have been
considered for the impairment testing by the management and below mentioned
accounting effect has been considered under the accompanying unaudited financial
resulls for the guarter ended June 30, 2020. 5

i Particular . Amaount {in

! : - _lakhs) |

| Total receivable balance of NOPV coniract as on June 30, 2020 1,68,431.42

!_ before considering for the impairment tesfing (A)

I - _ L Sub-fotal [A] | 1.68.431.42
Increase in Inventory-WIP fo the exient of the aclual cost incured il 1,38,788.48
March 31, 2020
Reversal of the provision fiability accounted for basis the calculation of | 23.107.97
coniract revenue
Excess Receivable balance writfen off [Shown under the excepiional 6,034.77
item) | |

Sub-Total (B} | ~ 1,68,431.42 |

Mg
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** Company had not undericken the impairment festing os the Company is under the CIRP
and the valuation is a confidential matier.

Pending the detfails of the Advance against purchase of Materal/ Services,
impairment/provision assessment has not been camied out on the same, which has been
guclified by the auditors in their imited review report.

The aggregate camying value of Property, Plant and Equipment {PPE}. Capital Work in
Progress (CWIP), Investments, Other Non-Current Assels, Inventories, Trade Receivables and
Other Current Assets {[Advances to vendors, Shipbuilding Coniracts Receivables, eic) is Rs.
399,363.12 lakhs. As explained in Note 1 above, the Company s under CIRP and RP is
required to invite submission of resolution plan from potential resolution applicants, which
shall be put up for necessary approvals before the CoC and the NCLT. The CIRP is not yet
concluded and the final outcome is vet to be ascerfcined. The Company has not token
into consideration any impact on the value of tangible, financial and other assets, if any, in
preparation of Financial Statementis and has not made full assessment of impaiment as
required by the applicable Ind AS, if any, as on June 30, 2020 in the camying value of the
above assefs. This matier has accordingly been quglified by the gudiiors in their limited
review report.

As per “Indian Accounting Standard 36 on Impairment of Assels”, which specifies that for
an investment in a subsidiary, joinfly controlled eniity or associaie, an impaiment
indication exists i the canying amount of the investimeni in the separate financial
statements of the company exceeds the carnying amcunis in the consolidated financial
statements of the investee's net assets, including associated goodwil, then such
investment io be tested for the impairment.

Accordingly, the Company had noted that the net assets of one of the Subsidiary E
Compilex Private Limited is running negative and net worth is also eroded for the Subsidiary
as on June 30, 2020. Also E Complex Private Limited has been admitted for under NCLT on
December 9, 2020.

On the basis of above indicators, the Company had created a Provision for impdairment for
the entire value of investment in E-Compilex Private Limited amouniing of Rs. 1896.73 Lakhs
shown under the Exceptional item in the cccompanying uncudited financial resulls for the
quarter ended June 30, 2020.

An amount of Rs. 96,1679 lakh is reflected as an Excepficnal ltems on account of
invocation of corporate guarantee given to IFCH Limited by the Company against the loan
facilities availed by one of ifs subsidiary RMOL Engineering & Offshore Limited as required
under Ind AS 109. As the said Subsidiary company i.e RMOL Engineering & Offshore Limited
has been admitted under CIRP process, the provision has been created against the
receivable balance from EMOL Engineering & Cffshore Limited fowards such invocation of
corporaie guaraniee.

On March 16, 2020 and subsequent {o year end on May 17, 2020, the Gujarat Pipavay Port
Limited (“*GPPL") haos issued a fermination notice o ferminate the Sub-Concession Lease
Agreement for nonpayment of lease rent. The agreement was entered between Gujaral
Marifime Board ("GMB"}, GPPL and the Company o sub lease the cerfain land parcels
owned by GMB to the Company in order to camry out busingss activities. As the Company is
under CIRP, it has requested GPPL fo confinue with the agreement for the smooth
resolution process and expect to pay the lease rent as per ihe provision of the Code.

My
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The outbreak of COVID-19 pandemic has significantly impacted businesses around the
world. This has resulfed in significant reduction in economic activities. With respect to
operaiions of the Company, it has impacied #s business by way of interruptlion in
construciion aciivilies, supply chain disruption, unavailabilify of personnel, closureflock
down of various other facilifies etc. It has also led to delay in the Resclution process of the
Company.

Few of the construction activilies are giready commenced cloell in ¢ limited manner.
Further the Company has availed protections available to it as per varous confraciual
provisions o reduce the impact of COVID-19. Any changes due to ithe changes in
situations/circumstances will be iaken intoc consideration, if necessary, as and when it
crystallizes; accordingly, it is not possible 1o determine exact financial impact of COVID-192
pandemic over the business at this junclure.

In respect of vessels other than the commercial vessels, including offshore support vessels,
the Company accounis contract revenue and expenses based on the proporlionate
completion of project method. In order 1o evenly allocate the profit on the scid contract
o whole of the coniract pericd, provision for proporiionate cost to be incurred has been
made and charged to statement of profit and loss as "Cost Estimated for Revenue
Recognized”, which gets adjusted to the statement of profit and loss as and when actual
cost is incurred and reversdl in case in excess cost is aready accounted as on reporiing
date.

As per “indian Accounting Standard 115 on “Revenue from Confracts with Customers”, For
each performance obligation satisfied over fime, an enfity shall recognize revenue over
time by measuring the progress towards complete satfisfaction of that performance
obligation i.e, Percentage completion Method. However, the Company has adepied the
Project Completion method for detemmining the recognition of revenue le. the
Management considers the progress of the entire project and nof thot of individual vessel.

For instance, the Company had o vessel confract with indian Coast Guard —
AQ/0737/01Trg Ship. on which the Company had booked the reversal of excess cost
recognized amounting fo Rs. 355.25 Lakhs. The above reversal s on account of below
parameters:

Partficular mf«mount
et S - _ (in lakhs)
Cost to be dllocated s per the adopied ocutput meithod 20.795.35
including provision for foreseeable loss(A}

Cost aciudlly incumred(B) . 19,264.51
Total Provision io be made({A-B) o 1,530.84 |
Provision made upto March,2020 ~ 1,886.10
Reversal of Excess Cost recognized - 35525

The Company has adopted Ind AS 116 “leases"” effective from April 1, 2019 and applied
the Standard io ifs leases. This has resulted in recognizing a Righi-of-Use asset and o
corresponding Lease Liability of Rs. 10.834 Lakhs as at Aprl 01, 201%. The Impact of the
same to the Statement of Profit and Loss for the quarter ended June 30, 2020 is not
material.

The total provisional claim admitted of financial creditors (thereby representing lending
facilifies availed by the company from various bankers & Fls, as forming a part of Secured
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and Unsecured Loans] was INR 1,242,916.81 Lakhs as at 22rd pMarch, 2021. For sake of
clarity, the following table may be read:

{in lakhs)
Sr. Names of Financial Creditors Amount Amouni
No. N _ Claimed Admitted
01  State Bank of India 196,500.45 196,500.45
02 Union Bank of india 155.642.28 155,534.40
03 IDBlBank 137.609.11 137.609.11
04 Bank of Baroda 87.210.85 87.910.85
05 Expori-import Bank of India {EXIM] 78,706.88 78,706.88
06 Ceniral Bank of india 72.522.06 72.522.06
07 Punjab National Bank 48,083.21 68.083.21
08 United Bank of India 58.237.72 58,237.72
09  Ornenial Bank of Commerce 54,354 45 53,021.02
10 IFClLid ' 52,82194 52,821.94
11 Bank of india 51.,445.79 51.445.79
12 UCO Bank 44,855.11 46,855.11
13  Punjab Sind Bank 37,664 .82 37,664 82
14 Jammu & Kashmir Bank Ltd 32,628.51 32,628.51
15 Corporation Bank 31978.30 31,380.95
16 India Infrastructure Finance Company (UK} Limited 29816.97 29,797.21
17  Housing and Urban Development Corporation Lidl. 21497.32 21.478.32
18  Bonk of Mahaorashira 11,01485 11,014.95
12  HC of India 10.889.94 10,88%7.94
20  Karur Vysya Bank . . 413699 4,123.31
21  Kamatoka Bank 387681 3.876.81
22 IL&FS 813.42 813.42

Total 1,245,007.88 1,242,916.81

The finance costs appearing in the accompanying results are based on the fransactions
accounted in the accounting system and as the claim verification is also under process,
the Limited review report is qualified in this maflter. Also considering that the Claims are
provisionally admitted as on 22v¢ March, 2021, and accompanying unaudited financial
resulis are for the quarter ended June 30, 2020 and hence there may be differences in the
liabilities claimed, admitted and accounted in the books of accounts, which is also
qualified by the auditors.

The Company is engaged only in the business of Ship-building and Repairs. As such, there
are no separafe reporiable segments.

“The Company's Board of Directors are responsible for the matters stated in section 134(5)
of the Act with respect to the preparaiion of these financial stciements that give a irue
and fair view of the financial position, of the Compoany in accordance with the IND AS and
accounting principles generally accepied in India, including the Accounting Standards
specified under Sectlion 133 of the Act. read with Rule 7 of the Companies {Accounts)
Rules, 2014. This responsibility also includes maintenance of adequate accouniing records
in accerdance with the provisions of the Act for safeguarding the assets of the Company
and for preventing and delecting frauds and other iregularities; selection and applicaiion
of appropriate accounting policies; making judgments and estimates that are reasonable
and prudent; and design, implementation and maintenance of adeguate internal
financial controls, that were operating effectively for ensuring the occuracy ond
completeness of the accounting records, relevant to the preparation and presentation of
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the finoncial statements that give a frue and fair view and are free from material
misstatement, whether due to fraud or error.

Pursuant to an application made by DBl Bank, the Adjudicating Authorify vide its order
daied January 15, 2020, initiated CIR process of the Company in accordance with the
provisions of the Code. The Adjudicating Authority appointed Mr. Rojeev Bal Sawangikar
as the Interim Resolution Professional {IRP). Subsequently vide order dated May 5 ,2020, Mr
Sudip Bhattacharya having regisirafion number IBBI/IPA-003/ PN 0080/2017-18/10703 was
appointed as the Resolution Professional. In terms of Section 23 of the Code read with
Section 25 of the Code, the powers of the Board of Directors stand suspended and the
management of the affairs of the Company vests in the Resolution Professional [RP) of the
Company i.e. Mr. Sudip Bhattacharya

These unaudited standalone financial results have been prepared by the management of
the Company and ceriified by CFO of the Company. Thése financial results were placed in
the meetling of RP, and CFO for their considerations {CFO is referred herein affer as “Key
Managerial Persons”). Accordingly, the unaudiied standalone finoncial resuits were
considered and recommended in the meeting. In view thereofi, the RP, in refiance of such
examinations by and represeniations, clarifications and explanations provided by the key
managerial persons, has approved the Unaudited Standalone Financial Results. The key
managerial persons have provided the certifications and representations with responsibility
in respect of various secrefarial, complionces and matters which are pericining to the
period prior to the gppeintment of Resclution Professional. The RP is relying on the
management representation letters for all information and confirmations in relation to the
day fo day funclioning of the Company.

12 The figures for the previous period / year have been regrouped and reclassified to make

them comparable with the curent period.

Yours faithfully,
For Reliance Naval & Engineering Lmnl,eﬁ

esolution Professional of Reliance Nava”}& Engmee{'m g Limited
{Reg. no IBBI/IPA-003/ IPN 0080/2017- 1&!10703]

MA me

Madan Pendse
(Chief Financial Officer)




CHARTERED ACCOUNTANTS
Independent Auditor's Review Report on the Quarterly and Year to Date Unaudited Standalone
Financial Results of Reliance Naval and Engineering Limited (the 'Company'} Pursuant to the

Regulation 33 of the SEBI (Listing Obligations and Bisclosure Requirements) Regulations, 2015, as
amended

To

The Resolution Professional of

Reliance Naval & Engineering Limited

{A Company under Corporate Insolvency Resolution Professional Process vide NCLT order)
IP Registration No. IBBI/IPA-003 /IP-N0G080/2017-18/10703

1 We were engaged to review the accompanying statement of Unaudited Standalone Financial
Results of Reliance Naval and Engineering Limited (the 'Company’) for the quarter ended June
30, 2020 and year to date from April 1, 2020 to June 30, 2020 ('the Unaudited Standalone
Financial Results') attached herewith, being submitted by the Company pursuant to the
requirements 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 (“insoivency 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”) has 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. In view of the on-going
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 unaudited financial results are prepared by
the Management of the Company and Certified by Mr. Madan Pendse, Chief Financial Officer
and approved by RP.

3 The Unaudited Standalone Financial Results are the responsibility of the Company's
Management, inter-alia the persons looking after accounts & finance functions, the CFO, the
Officers and those charge with governance. This responsibility includes preparation of
financial results in accordance with the recognition and measurement principles laid down in
Indian Accounting Standard 34 “Interim Financial Reporting” {“Ind AS 34"}, prescribed under
Section 133 of the Companies Act 2013, and other accounting principles generally accepted in

_ India and in compliance with Regulation 33 & 52 read with Regulation 63(2) of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015 read with relevant
circulars issued by SEBL

As explained in the basis of preparation, these Unaudited Standalone Financial Results, have
been prepared in accordance with the recognition and measurement principles laid down in
Indian Accounting Standard 34, “(Ind AS 34) Interim Financial Reporting” prescribed under
Section 133 of the Companies Act, 2013, as amended, read with relevant rules issued there
under and other accounting principles generally accepted in India. Our responsibility is to
express an opinion on these Unaudited Standalone Financial Resuits based on our review. On
account of the matters described in Paragraphs 5 and 6 below, we were not able to obtain
sufficient appropriate audit evidence on certain aspects to provide a basis for opinion on
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these Unaudited Standalone Financial Results and hence we do not express an opinion on
these Unaudited Standalone Financial Results.

We conducted our review of the Unaudited Standalone Financial Results, to the extent
possible, in accordance with the Standard on Review Engagements {SRE] 2410, "Review of
Interim Fipnancial 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 Unaudited Standalone
Financial Results is free of material misstatement. A review of interim financial informatien
consists of making inquiries, primarily from 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 apinion.

Basis for Disclaimer of Opinion

We draw your attention to the fact that the primary purpose of publishing the financial
- results is for the compliance with the provisions of the Companies Act, 2013, the rules and
regulations framed there under {"Act”) and the Securities and Exchange Board of India
(Listing Obligations and Disclosure Requirements), Regulations 2015 (“Listing Regulations”).

i. As required by SA-260 “Communication with Those Charged with Governance”, we in
our capacity of Statutory Auditors, had reached out to the Beard of Directors and
Resolution Professional for the evaluation on the assessment of Provision/Impairment
as required under “Ind AS 36 - Impairment of Asseis” and “Ind AS 109 - Financial
Instruments”. Based on the discussion with those charged with governance, we noted
that the as the Company is under the CIRP and the valuation is a confidential matter,
Company had not carried out the assessment of Provision/impairment as required
under "Ind AS 36 - Impairment of Assets” and “Ind AS 109 - Financial Instruments” and
hence we are unable to comment on the guantum of provision/impairment to be made.

ii. With respect to a contract with Indian Navy 255/DSP/C/11-12/NOPVs (5]}, the
receivable from Indian Navy was Rs.1,68,431.42 lakhs as on June 30, 2020 appearing as
trade receivable. 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 {NSO01 and NS002) which were in advance stages of completion by outsourcing
the remaining work to a PSU shipyard. However, thé proposal submitted by the




iii.

Company was not agreeable by Ministry of Defense. Accordingly, the contract was
terminated vide letter dated September 21, 2020. In response to which, company has
filed an application challenging the order in National Company Law Tribunal October,
2020 which is pending for hearing.

Considering the same 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 effect has been counsidered under the accompanying unaudited financial
results for the quarter ended June 30, 2020.

Particular ~ Amount
{in Lakhs)
Total receivable balanice of NOPV contract as on June 30, 2020 1,68,431.42

before considering for the impairment testing (A)

 Sub-Tetal{A}| 1,68431.42

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

2) Reversal of the provision liability accounted for basis the 23,107.97
calculation of contract revenue S -

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

A - Sub-Total {B} 1,68,431.42
** Company had not undertaken the impairment testing as explained in point i} abave.

Further, in absence of the working for Advance against purchase of Material/ Services
and inventories relating to the said project (NOPY), 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 in the unaudited standalone financial result for the
quarter ended june 30, 2020

As per “Indian Accounting Standard 115 on “Revenue from Contracts with Customers”,
an entity shall recognize revenue when {or as) the entity satisfies a performance
obligation by transferring a promised good or- service to a customer. For each
performance obligation satisfied over time, an entity shall recognize revenue over time
by measuring the progress towards complete satisfaction of that performance
obligation i.e, Percentage completion Method. However, the Company has adopted the
Project Completion method for determining the recognition of revenue ie the
Management considers the progress of the entire project and not that of individual
contracts.

For instance, the Company had a Vessel Contract with Indian Coast Guard -
AQ/0737/01Trg Ship, on which the Company had booked the reversal of excess cost
recognized amounting to Rs. 355.25 Lakhs. The above reversal is on account of below
parameters:




iv.

Amount

) {in lakhs}

Cost to be allocated as per the adopted output 20,795.35
method including provision for foreseeable loss{A}

Cost actually incurred{B) - 19,264.51

Total Provision to be made{A-B} ) 1,530.84

Provision made upto March,2020 1,886.10

Reversal of Excess Cost recognized 355.25

Further, we were not provided with the technical analysis report on which Budgeted
Cost Estimations are based, for the calculation of prevision for proportionate cost to be
incurred, hence we are unable to express an opinion on the accompanying results due to
insufficient financial information and assumptions made for the calculation of “Revenue
from Contracts with Customer”.

We had not received balance confirmation for all the outstanding borrowings from bank
and financial institution as at June 30, 2020, the outstanding balance as per books of
accounts is Rs. 1,235471.52 lakhs including interest thereon amounting to Rs.
303,573.94 lakhs.

We had received the bank balance confirmation of State bank of India & IDBI bank
totaling to Rs. 1,226.57 lakhs which is also subject to recenciliation to the tune of Rs.
1.05 lakhs {current account and term deposit) out of total Rs. 1,251.26 lakhs.

The finance cost recognized in the unaudited financial result for the quarter ended june
30, 2020 is based on balances as appearing in the books of accounts as on fune 30, 2020
and may undergo changes, if any differences noted subsequently from the bank
statements. In ahsence of the balance confirmation, impact of the same on the
standalone financial results cannot be quantified.

The total provisional claim admitted of financial creditors (thereby representing lending
facilities availed by the company from various bankers & Fls, as forming a part of
Secured and Unsecured Loans) was INR 1,242,916.81 Lakhs as at 22nd March, Z021. For
sake of clarity, the following table may be read: .

. R (inlakhs)
Sr. Names of Financial Crediters Amount Amount
No. o Claimed Admiited
1 State Bank of India | 196,500.45 196,500.45 |
2 Union Bank of India . 155,642.28 155,534.40
3 | IDBIBank | 13760911 137,609.11
4 | Bank of Baroda 87,91085 |  87,910.85
5 Export-lmport Bank of India (EXIM) 2 78,706.88 |  78,706.88
6 Central Bank of India o 7252206 |  72,522.06
7 Punjab National Bank o 68,083.21 68,083.21
8 United Bank of India 58,237.72 58,237.72
9 Oriental Bank of Commerce S535440 53,021.02
10 | IFCI Ltd | 52,821.94 52,821.94 |




Vi.

vii.

Sr. Names of Financial Creditors Amount Amount
No. Claimed Admitted
11 | Bankof India = 5144579 |  51,445.79
i2 | UCO Bank 46,855.11 |  46,855.11
13 | Punjab Sind Bank 37,664.82 | 37,664.82
14 | Jammu & Kashmir Bank Ltd 32,628.51 32,628.51
15 | Corporation Bank 31,978.30 31,380.95 |
i6 | India Infrastructure Finance Company (UK) 2981697 29,79721
Limited
17 | Housing and Urban Development Corporation 21,497.32 21,478.32
Ltd.
18 | Bank of Maharashtra | 11,014.95 11,014.95
| 19 | LICof India 10,889.94 10,889.94 |
20 | Karur Vysya Bank 4,136.99 4,123.31 |
| 21 | Karnataka Bank 3,87681 | 3,876.81
22 |IL&FS B 81342 | 813.42
Total 1,245,007.88 | 1,242,916.81

The finance costs appearing in the accompanying results are based on the transactions
accounted in the accounting system and as the claims verification is also under process,
our report is gualified in this matter. Also considering that the Claims are provisionally
admitted as on 22nd March,2021 and accompanying unaudited financial results are for
the quarter ended June 30, 2020 and hence there may be differences in the liabilities
claimed, admitted and accounted in the books of accounts. In absence of the
reconciliation, we are unable to comment on the quantum of such difference in the
liability.

The Company is currently under the process of CIRP and no cash flows are generating
after the initiation of CIRP, and, hence the business of the company could not bhe
classified as a cash generating unit. However, during the quarter ended Jurne, 2020,
company has not disclosed the assets as discontinued operations, as per the
requirement of “Ind AS 105 - Non-Current Assets Held for Sale and Discontinued
Operations”.

Looking to above facts and in conjunction with “Tnd AS 105 - Non-Current Assets Held
for Sale and Discontinued Operations”, the revenue from operations and assets should
have been disclosed under discontinued operations. However, in terms of the Section 25
of the IBC Code, the Company is treated as continue t¢ operate as a going concern and
accordingly the Financial Results are being presented on a going concern basis by those
charged with governance.

We draw your attention to point 10 of the unaudited financial results for the quarter
ended June 30, 2020 which states that As per “Indian Accounting Standard 36 on
Impairment of Assets”, which specifies that for an investment in a subsidiary, jointly
controlled entity or associate, an impairment indication exists if the carrying ameount of
the investment in the separate financial statements of the company exceeds the carrying
amounts in the consolidated financial statements of the investee’s net assets, including
associated goodwill, then such investment to be tested for the impairment.



Accordingly, the Company had noted that the net assets of one of the Subsidiary E-
Complex Private Limited is running negative and net worth is also eroded for the
Subsidiary as on June 30, 2020. Also E-Complex Private Limited has been admitted for
under NCLT on December 9, 2020.

On the basis of above indicators, the Company had created a Provision for Impairment
for the entire value of investment in E-Complex Private Limited amounting of Rs.
1,896.73 lakhs shown under the Excepticnal item in the accompanying unaudited
financial results for the quarter ended June 30, 2020.

6 Going Concern Assessment

The lending arrangement of the Company is classified as a non-performing asset by the
lenders. The said classification was done by the lead bank IDBI (forming 11% of total debt
from lenders} on 15thjanuary, 2020 and by SBI Bank limited (consortium member accounting
for 16% of said lending) on 15%]anuary, 2020. Further, the Corporate Inselvency Resolution
process {CIRP) was initiated against the company under the provisions of Insolvency and
Bankruptcy Code, 2016 (Code) by an order of National Company Law Tribunal {NCLT),
Ahmedabad dated 15% January 2019.

We draw your attention to the Note no. 3 of the Statement of unaudited financial results for
the quarter ended June 30, 2020, regarding the preparation of Standalone financial results of
the Company en going concern basis, notwithstanding the fact that the Company continues to
incur the 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 the secured lenders, non-current
assets are significantly impaired, current liabilities exceed total assets of the Company, major
customers have cancelled the orders, termination notice received to terminate the sub
concession lease agreement of land parcel on which Company’s EOU unit operates etc. As
mentioned above, since the CIRP is currently in progress, as per the Code, it is required that
the Company be managed as going concern during the CIRP, the unaudited standalone
financial results is continued to be prepared on going concern basis. However, there exists
material uncertainty about the Company’s ability to continue as a going concern since the
same is dependent upon the result under the CIRP process. The appropriateness of
preparation of these unaudited financial results for the guarter ended june 30, 2020 on going
concern basis is critically dependent upon CIRP as specified in the Code.

In light of the matters indicated above, in our opinion, the company's ability to continue as
Going Concern is severely impacted and is unlikely. The underlying results have been
prepared by the company on a going-concern basis, resulting in non-statement of assets at
their recoverable position (as against currently stated at their brought forward values
plus/minus transactions), the quantification of which would be reflected in the subsequent
results and / or review reports / annual reports pursuant to the ongoing valuation exercise.

Disclaimer of Opinion

Because of the significance of the matters described in paragraphs 5 and 6 above, taking into
consideration the ongoing investigation into various matters, pending assessment of legal
compliance by the Company; possible impact thereof has not been quantified by the management;
and certain provisions accounted by the Company during the quarter ended June 30, 2020; we have



not been able to obtain sufficient appropriate evidence to provide a basis for our opinion as to
whether the accompanying Unaudited Standalene Financial Results:

Are prepared in accordance with the recognition and measurement principles laid down

in “Iindian Accounting Standard 34 - Interim Financial Reporting” specified under
Section 133 of the Companies Act, 2013and;

Disclose the information required to be disclosed in terms of the Listing Regulations
including the manner in which it is to be disclosed or that it contains material
misstatements.

Emphasis of Maiter

We draw your attention to Note 11 of accompanying Standalone Financial Results, which states that
an amount Rs. 96,16.79 lakh is reflected as Exceptional ltems on account of subsequent invocation
of corporate guarantee given to IFCI Limited by the Company against the loan facilities availed by
one of its subsidiary RMOL Engineering & Offshore Limited as required under Ind AS 109. As the
said Subsidiary company i.e RMOL Engineering & Offshore Limited has been admitted under CIRP
process, the provision has been created against the receivable balance from RMOL Engineering &
Offshore Limited towards such invocation of corporate guarantee.

Other Matters

=
.

The Comparative IND AS financial information for the year ended March 31, 2820 are
included in these Unaudited Standalone Financial Results, on which the predecessor
auditor has issued Qualified opinien dated July 31, 2020.

Due to non- payment of various statutory liabilities, there may be potential non-
compliances under the Companies Act, 2013; SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015 and cther statutes and regulations.

For Pipara & Co LLP
Chartered Accountants

FRN: 103929W/W100219

Bhawik
Partner

M. No: 163412

recha

Place : Mumbai

UDIN - 21163412AAAAKG7395
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Reliance Naval and Engineering Limilted
Ragistered Office: Pipavav Pord, Post Ucchaiya, Vio Rajule, Dist. Amveli, Gujarat - 365 540. India.
Website: www.rnavel.co.in, E-mail: rdel.investers@rslilanceada.com, CIN: L35110GJ1887PLCO33183

Statement of Unoudited Consolidgted Financial Resulls for the Quarer Ended June 30, 2020

med

ot Mt e Rs in Lakhs
St Paritculars Quarier Ended Year Ended |
o 30.06.2020 | 31.03.2020 | 30.06.2019 | 31.03.2020 |
Unaudited {Refer {Refer Audifed
) Note 18) | Noie 14)
1 Revenue from Operaiions 194 1.724 2633 | 7.549
2 Other income 39 2154 52 2372
3 Total Income (1+2} 235 3,920 2,685 2,921
4 Expenses
{a) | Cost of Materials Consumed © 138,789 10 2.358 3,252
(b} | Cost of Raw Material Sold / Traded - 104 143 516
Goods
{c) | Changes in Inventories of Work in {13%,240) 17 {&67) (1,304}
Progress & Scrap
(dl) | Employee Benelils Expenses 206 373 598 2054
{e) | Labour/Fabrication and 24 441 741 2,600
Subconiractor Charges
(f) | Power, Fuel and Water 116 284 328 1,144
(g) | Cost Estimated for Revenue - (79) (2,260} (2,510)
Recognised {Refer Noie 14}

(h) | Foreign Exchange Difference (net) 2,015 1,753 {64) T 2.816
(1) | Provision for Non-Moving Inveniory - 11,015 - B
(i) | Other Expenses {124] i.147 1,248 16,952

Total Expenses 1,983 15,065 2,325 25,320
5 Profit / {Loss) from Operations before (1,748} {11,145) | 340 (15,329)
Depreciation / Amoriisalion cost ;
and Fingnce Cost (3 - 4)
6 Finance Costs 38,922 39,364 387 1446.886
7 Depreciation and Amaortisation 1.787 1.793 1,721 7,195
Expenses
8 Loss Before Exceplional liems {5-6-7}) (42,457) {52,302} {37,088) {189,430)
9 Exceptional liems [Refer Note 8 and
10) (16,152) [6.608) - | (6,608)
10 | Loss before Tax (8+9) {58,609) (58,910} {37,088) | (176,088)
11 | Income Tax for Earlier Years - 5 " -
12 | Deferred Tax Credit / [Reversal) - - {1} -
13 | Loss Affer Tax (10+11+12) {58.609) (58,910) (37,089} (176,088)
14 | Add:- Consolidated share in the i4 26 (6) 14
profit/ (loss] of asscciale
15 | Loss for fhe period / year (13 + 14} {58,595) (58,884) |  (37.095) {176,074)
14 | Other Comprehensive Income l



Sr
Mo

Porficulars Qugrier Ended Year Ended |
30.06.2020 | 31.03.2020 | 30.06.2019 | 31.03.2020
Unaudited |  (Refer {Refer Audited

19
20

(al
(o)

. Noie 14) [ Mote 18]
items that will not to be reclassified ’ E

to profit and loss in the subseguent
vear

Actuarial gains/{losses) on defined 2 20 {4) 7
benefit plans
income Tax effect = - 1 -
Total Other Comprehensive income 2 20 (3} 7
for the period/year ] -
Total Comprehensive income for (58,593} {58 854} {37.098) (176,067
the period/year (15+18) i
Paid-up Equity Share Capital (Face 73,759 73,759 73.759 73.75%
Value of Rs. 10 Each)
Other kquity - - =4 (1.291,511)
Earnings Per Shore (EPS) {* Nof !
Annualised}
Basic EPS (Rs.) *(7.94) 798} *(5.03} {23.87)

Diluted EPS {Rs.) (7.94) | *17.98) *503) |  [2387)

Notes :

01

02

X

On September 4, 2018, IDBI Bank in its capacity of financial crediior had filed o petition
under the insolvency and Bankiuptcy Code 2016 (the “IBC" [ “Code”} with the Hon’ble
National Company Law Tribunal, Ahmedabad {the “NCLT"} against Refiance Naval and
Engineering Uimited [“the Company”}). The NCLT, vide ifs order dated January 15, 2020
(“Insolvency Commencement Date"} initiated the Corporate Insolvency Resolution Process
(“CIRP") of the Company under the Code. The said NCIT Crder dlso records the
appointment of Mr. Rojeev Bal Sawangikar as the Interim Resolution Professional (“IRP”} in
accordance with Section 14 of the Code. Subseguently, pursuant fo the meeting heid on
March 13, 2020, the Committee of Creditors (the "CoC") has replaced the existing IRF with
Mr. Sudip Bhattacharya as the Resolution Professional (“RP") for the Company. Upon the
application filed by CoC, the NCLT has approved the appoiniment of RP vide ifs order
dated 5th May, 2020 Under the IBC proceedings., the powers of the board have been
suspended with effect from January 15, 2020. The powers of the Board of Direciors are fo
be exercised by the RP. The NCLT order also provided for a moraterivm with effect from
January 15, 2020 till the completion of the CIRP cor uniil it approves the resolufion plan
under section 31({1) or passes an order for liquidation of the Company under Section 33,
whichever is earlier. Currently, the Company is under CIRP.

With respect to the unaudited consolidated financial results for the quarfer ended June 30,

2020, the RP has signed the same solely for the purpose of ensuring compliance by the

Comporate Debtor with applicable laws, and subject to the following disclaimers:

(il  The RP has furnished and signed the report in good faith and accordingly. no sult,
prosecution or other legal proceeding shall fie against ihe RP in terms of Section 233
of the Code:

(i) No statement, fact, information (whether cument or historicad) or opinion conlained

herein should be consirued as a representation or waranty, express or implied, of the
RP including, his authorized representatives and advisors.

phf




03.

04.

05.

(i} The RP, in review of the unaudited consolidated financial resulis and while signing this
statement of financial resulis has reflied upen the assistance provided by the direciors
of the Corporate Debtor, and cerlifications, representations and statements made
by the directors of the Corporate Debtor, in relation o these financial resuits. The
statement of financiai results of the Corporale Debtor for the quarter ended June 30,
2020 have been taken on record by the RP solely on the basis of and on relying the
aforesdid cerifications, represenfations and statfements of the aferescid directors
and the management of the Corperate Debtor. For all such information and daia,
the RP has assumed that such information and data are in the conformily with the
Companies Act, 2013 and other applicable laws with respect to the preparation of
the financial resulls and thai they give true and fair view of the position of the
Corporate Debtor as of the dates and peried indicated therein. Accordingly, the RP
is not making any representations regarding accuracy, veracity or completeness of
the data or information in the financial resulis. :

{iv)] In terms of the provisions of the Code. the RP is required to underiake a review of
certain transactions. Such review has been completed and the RP has filed the
necessary applications with the adjudicating cuthority.

The above Unaudited Consolidated Financial Results of the Company for the period
ended June 30, 2020 have been taken on record by the RP while discharging the powers
of the erstwhiie Board of Direciors of the Company which were conferred upon him by the
aforementioned NCLT order dated May 5. 2020 fo run the Company as ¢ going concern
during CIRP. Hence the financiai resulis for the period ended June 30, 2020 have been
prepared on going concern assumpiions. The RP ook charge of the Company on May 5,
2020 and authorized the Key Management Personnel (KMP's) fo continue with their
respective roles and charges as per their original work allocation.

The amounts of the claim admitied or to be admitied by the RP under CIRP process may
differ from the amount reflecting in the books of account of the Company. The above
unaudited financial results are drawn on the basis of June 30, 2020 figures as per the bocks
of account of the Company. The RP and support team believe that these figures may be
interpreted solely for the purpose of salisfying the regulatory requirement for filing of
quarterly and yearly audited financidal results and that these figures could change during
the CIRP process or thereafter.

The accompanying unaudited consolidated financial resulls includes unaudited inferim
financial results and other financial information in respect of following subsidicries and
associate concerns and their status:

Sr. Name of the company Nature of Entity Status
Ne. -

1 E Complex Private Limited Wholly Owned Su_bsidic:ry Under CIRP
2 RMOL Engineering and Offshore  Wholly Owned Subsidiary  Under CIRP

Limited
3 REDS Marine Services Limited Whaolly Owned Subsidiary  Under CIRP
4 PDOC Pte. Limited wholly Owned Subsidiary Acftive
5 Reliance Technologies and Sysiems Wholly Owned Subsidiary Active
Private Limited
6 Conceptia Software Technologies Associate Active

Private Limited

%




06.

07.

08.

The unaudited interim financial resulls of these subsidiaries and associates have not been
reviewed and have been approved and fumished by management.

During the period ended June 30, 2020, as a part of CIRP, financial and operational
creditors were called upon to submit their claims o the IRP as on January 15, 2020. These
claims are under verification and the RP is in the process of receiving, collating, verifying,
seeking clarification, sending communications for un-reconciled balances, seeking
additional documents to substantiate whole or part of unreconciled balonces on such
claims; hence no provision other than disclosed in exceplional items has been made in the
books of accounts for the period ended on june 30, 2020. This matier has accordingly
been qudilified by the quditors in thelr aqudit report.

ONGC had placed an order for 12 Offshore Vessels {OSVs) in Fnancial Year [FY} 2009-10
out of which 7 OSVs have been delivered {ill 2015-16. ONGC has cancelied the order and
invoked all the bank guaraniees in FY 2018-19. The Arbifration Petition has been filed by the
Company against the cancellation of Order. Pending the Award no provision has been
made against the shipbuilding confract receivables, Advance against purchase of
Materidlf Services and inventories, which has been guglified by the auditors in their imited
review report.

As on June 30, 2020, the Company has shipbuilding confracts receivables of NOPY
amounting to Rs. 1.68,432.42 including invocation of the bank guaraniees amounting to for
5 Naval Offshore Patrol Vessels {NOPVs] from the Ministry of Defence, New Delhi (the
“MOD"). On February 3, 2020, the Company has received a Show Cause Nofice from the
MOD for termination of aforesaid Contfract. In response io the Nolice, The Company
replied to the notice and ailso filed a writ petition along with stay application before the
Delhi High Court on February 15, 2020. The captioned matter was listed for hearing betore
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 1o direct the MOD fo consider the wrif
petition as a representation in response to the Impugned Termination Notice and fake a
decision on termination as per law. The Hon'ble Court was further pleased to direct that in
case the final decision of the MOD in relation to termination of the NOPVY Coniract is
adverse o the interests of the Company, the operation of the said decision shall remain
suspended for a period of 7 days affer communication of such decision fo the Company.
Although the MOD has not revived the coniract, it has offered the Company an
opportunity to present a proposal by August 31, 2020, oullying how it can complete two of
the five NOPVs [NSOO1 and NS002) which are in-advanced stages of completion by
outsourcing the remaining work to a PSU shipyard.

However, the proposal submitted by the Company was not agreeable by Minisiry of
Defense. Accordingly, the contract was terminated vide letier dated Seplember 21, 2020.
In response to which, company has filed on applicafion challenging the order in National
Company Law Tribunal in the month of October,2020 which is pending for hearing.

Considering the same the tolal receivables for shipbuilding coniract including bank
guaraniee invoked by Ministry of Defense amounting te Rs. 1,68,431.42 lokhs have been
considered for the impairment testing by the management and below mentioned
accounting effect has been considered under the accompanying unaudited financial
results for the quarter ended June 30, 2020.
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Particulars Amount
) s (in Lakhs)
Total receivable balance of NOPV coniract as on June 30, 2020 before | 1,68,431.42

Sub-Total (A) | 1,88,431.42 |

1) Increase in Inventory-WiP to the exient of the aclual cos? incurred il 1,38,788.68
March 31, 2020
2) Reversal of the provision liability accounted for basis the calculation 23,107.97
. of coniract revenue
3) Excess Receivable balance written off {Shown under the exceplional 6,534.77
ifem)

Sub-Tetat (B) 1,68,431.42

= Company had not underiaken the impairment festing as the Company is under the
CIRP and the valuation is a confidential maiier.

Pending the details of the Advance against purchase of Material/ Services,
impairment/provision assessment has not been out on the same. which has been qualified
by the auditors in their audit repori.

09. The aggregate camying volue of Properiy, Plant and Equipment {PPE), Capital Work in
Progress {CWIP), Investments, Other Non Curent Assets, Inveniories, Trade Receivables and
Other Current Assets {Advances to vendors, Shipbuilding Contracts Receivables, etc) is Ks.
471,760.55 lakhs. As explained in Noie 1 above, the Company is under CIRP and RP is
required to invite submission of resolution plan from polential resolution applicants, which
shall be put up for necessary approvals before the CoC and the NCLT. The CIRP is not yet
concluded and the final ocuicome is yet fo be ascertained. The Company has not faken
into consideration any impact on the value of tangible, financial and other assets, if any. in
preparation of Financial Statements and hes noi made full assessment of iImpairment as
required by the applicable Ind AS, if any, as on June a0, 2020 in the canving vaiue of the
above assets. This matter has accordingly been quaiified by the auditors in their audit
repori.

10. An amount of Rs. 94,1679 lakh is reflected as an Excepfional lfems on account of
invocation of corporate guarantee given fo IFCl Limited by the Company against the loan
taciities availed by one of its subsidiary RMOL Engineering & Offshore Llimited as required
under ind AS 109. As the said Subsidiary company ie RMOL Engineeiing & Offshore
Limited has been admitted under CIRP process, the provision has been created againsi
the receivabie balance from RMOL Engineering & Offshore Limifted fowards such
invocation of corporate guarantee.

11.  On March 16, 2020 and subsequent to year end on May 19, 2020, the Gujarat Pipavayv Port
Limited (“GPPL"} has issued a terminafion notfice io terminate the Sub-concession
Agreement for nonpayment of lease rent. The agreement was entered between Gujarat
Maritime Board {“GMB”), GPPL and the Company ¢ sub lease the certain land parcels
owned by GMB to the Company in order to carry out business activifies. As the Company is
under CIRP, it has requested GPPL to continue with the agreement for the smooth
resolution process and expect to pay the lease rent as per the provision of the Code.
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The outbreck of COVID-19 pandemic has significantly impacted businesses around the
world. This has resulted in significant reduction in economic activities. With respect fo
operations of the Company, it has impacted its business by way of inferruption in
construction activifies, supply chain disruption, unavailability of personnel, closureflock
down of various other facilities etc. It has aiso led fo delay in the Resolution process of the
Company.

Few of the consiruction activilies are aready commenced atbeit in a limited manner.
Further the Company has availed protechions available to it as per various coniractual
provisions to reduce the impact of COVID-19. Any changes due to the changes in
situations/circumstances will be taken into consideration, if necessary, as and when it
crystallizes; accordingly it is not possible to determine exact financial impact of COVID-19
pandemic over the business at this juncture.

In respect of vessels other than the commercial vessels, including offshore support vessels,
the Company accounts confract revenue and expenses based on the proporfionate
completion of project method. In order to evenly aliocate the profit on the said coniract
to whole of the contract petiod, provision for proportionate cost 10 be incured has been
made and charged to statement of profit and loss Gs “Cost Estimated for Revenue
Recognised", which gets adjusted to the statement of profit and loss as and when actual
cost is incurred and reversal in case in excess cost is already accounted as on reporting
date.

As per “Indian Accounting Standard 115 on "Revenue from Coniracis with Cusiomers”, For
each performance obligation safisfied over fime, an entity shall recognize revenue over
fime by measuring ithe progress towards complete safisfaction of that performance
obligation i.e, Percentage completion Method. However, the Company has adopted the
Project Completion method for determining the recognition of revenue e the
Manaogement considers the progress of the entire project and nof that of individual vessel.

For instance, the Company had a vessel coniroct with Indian Cecost Guard -
AQ/0737/01Trg Ship., on which the Company had booked the reversal of excess cost
recognized amounting to Rs. 355.25 Lakhs. The above reversal is an account of below
parameters:

Particulars Amount
S _ | (in iakhs)
Cosl 1o be allocaied as per the adopfed output method including 20,795.35
provision for foreseeable loss( Al
Cost actually incurred (B) | 19,264.51
Total Provision to be made{A-B) ) 1,530.84
Provision made upto March,2020 1.886.10 |
Reversal of Excess Cost recognized o 355.25 |

The Company has adopied Ind AS 116 “ ecsas” effective from April 1, 2019 and applied
ihe Standard to its leases. This has resulted in recognizing a Righi-ofUse assef and
corresponding Lease Liability of Rs. 10.634 Lakhs as af April 01, 2019. The impact of the
same 1o the Siatement of Profit and Loss for ihe quarter ended June 30, 2020 is not
maiternial.

The total provisional claim admitied of financial credifors (thereby representing lending
facilities availed by the company from various bankers & Fis, as forming a part of Secured

ML




17.

and Unsecured Loans)
the following table may be read:

was INR 1,242,916.81 lckhs as at 22rd March, 2021. For sake of clartly,

_ | o _— {in lakhs)
| sr Names of Financiacl Creditors Amount Amount
No. | - o Clgimed Admitted
01 | State Bank of India 196,500.45 196.500.45
. 02 | Union Bank of India 155,642.28 | 155,534.40 |
03 | IDBI Bank 137,609.11 | 137.609.11
04 | Bank of Baroda 87.910.85 87,910.85 |
- 05 | Exporf-mport Bank of india (EXIM] 78.706.88 78.706.88
| 06 | Cenfral Bank of India o 72.522.06 72,522.06 |
| 07 | Punjab National Bank £8,083.21 68,083.21
08 | United Bank of India 58,237.72 58,237.72
09 | Oriental Bank of Commerce 54,354.45 | 53,021.02 |
10 ! IFClLid 52,821.94 52,821.94
| 11 | Bank of India 51.445.79 51,445.79 |
12 i UCO Bank 46,855.11 46,855.11
13 | Punjab Sind Bank B 37.664.82 37.664.82
14 | Jommu & Kashmir Bank Lid 32,628.51 32,628.51
15 | Corporation Bank _ 31,978.30 31,380.95 |
16 | India Infrastruciure Finance Compaony (UK} Limited 29.816.97 29.797.21 |
17 | Housing and Urban Development Corparation Lid. 2149732 | 21,478.32
18 | Bank of Maharashira - 11.014.95 11,014.95
19 | LIC of india 10,887.94 10.889.94
|20 | Karur Vysya Bank 413699 | 412331
21 | Kamaiaka Bank 3.876.81 | 3.876.81 |
22 JIL&FS 813.42 813.42
B Total | 1,245,007.88 1,242,916.81

The finance cosis appearing in the accompanying results are based on the fransactions

accounted in the accounting system and as
the limited review repori
provisionally admitied as on 220 March,
results are for the quarter ended June 30,

the

liabilities claimed, admifted and accounted in the books of accounts,

qudlified by the auditors

The Company is engaged only in the business of Ship-building

are no separate reportable segments.

claim verification is also under process,
is quaiified in this matter. Also considering that ihe

9021, and accompanying unaudited financicl
2020 and hence there may be differences in the

Claims are

which is also

and Repdairs. As such, there

“The Company's Board of Directars are responsible for the matters siated in section 134{5}
of the Act with respect to the preparation of these financial statements that give a irue

and fair view of the financial position, of the Company inacco
generally accepted in India, including
Act, read with Rule 7 of the Companies (Accounts)

accounting principles
specified under Section 133 of ihe

the Account

rdance with the IND AS and

ing Standards

Rules, 2014. This responsibility also includes maintenance of adequate accounting records

in accordance with the provisions of the Act for sa
and for preventing and detectiing frauds and other imegu

fequarding the assets of the Company
Iarities: selection and application

of appropriate accounting policies; making judgments and estimates that are reasonable

and prudent; and design,

financial conirols, that were operaling effe

il

implementation and maintenance of adequate internal
ctively for ensuring the accuracy and




completeness of the accounting records, relevani 1o the preparation and presentaiion of
the financial statemenis thaot give a true and sqir view and are free from material
misstatement, whether due to fraud or emor.

pursuant to an application made by IDB! Bank, the Adjudicaling Authority vide its order
dated Jonuary 15, 2020, initiated CIR process of the Company in accordance with the
provisions of the Code. The Adjudicating Authorify appointed Mr. Rajeev Bal Sawangikar
as the Interim Resolution Professionat {IRP}. Subsequenily vide order dated May 5 2020, Mr
Sudip Bhattacharya having registration number IBBI/IPA-D03/ 1PN 0080/2C1 7-18/10703 was
appointed as the Resolution Professional. In terms of Section 23 of the Code read with
Section 25 of the Code, the powers of the Board of Directors stand suspended and the
management of the affairs of the Company vests in the Resolution Professional {RP} of the
Company i.e. Mr. Sudip Bhattacharya

These financial results have been prepared by the management of the Company and
certified by CFO of the Company. These financial resulis were placed in the meeting of RP,
and CFO for their considerations [CFOC is refemred herein affer as “Key Managerial
Persons”). Accordingly, the unaudited financicl resulfs were considered and
recommended in the meeiing. In view thereof, the RP, in refiance of such examinations by
and representations, clarifications and explanations provided by the key managerial
persons, has approved the Fnancial Resulis. The key managerial persons has provided the
cerfifications and representations with responsibility in respect of various secretarial,
compliances and matiers which are periaining fo the pertiod piior o the appointment of
Resolution Professional. The RP is relying on the management representation letters for ali
information and confirmations in relation to fhe day fo day functioning of the Company.

19. The figures for the previous pericd fyear have been regrduped and reciassified fo make
them comparable with the current pericd.

Yours faithfully, -
For Reliance Naval & Engineerinig Limited,
Y i AT o N
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p Bhattacharya,
4s Resolution Professional of]
{Reg. no IBB1/IPA-003/ 1PN 008072

F3

M Bsd L

Madan Pendse
{Chief Financial Officer)
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Independent Auditor's Review Report on the Quarterly and Year to Date Unaudited

Consolidated Financial Results of Reliance Naval and Engineering Limited (the 'Company')

Pursuant to the Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements}
Regulations, 2015, as amended

To

The Reseclution Professional of

Reliance Naval & Engineering Limited

(A Company under Corporate Insoivency Resolution Professional Process vide NCLT order)
IP Registration No. IBBI/IPA-003/IP-NG0080/2017-18/10703

1.  We were engaged to review the accompanying statement of Unaudited Consolidated Financial
Results of Reliance Naval & Engineering Limited{the "Company"} for the quarter ended June
30, 2020 and year to date from April 1, 2020 to june 30, 2020 ["the Unaudited Consolidated
Financial Results') attached herewith, being submitted by the Company pursuant to the
requirements of Regulation 33 of the SEBI {Listing Obligations and Disclosure Requirements)
Regulations, 2015, as amended {the "Listing Regulations").

)

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.
Subseguently, pursuant to the meeting held on March 13, 2028, the Committee of Creditors
{the “CoC") has 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. in view of the on-going
CIRP and suspension of powers of Board ¢f Directors and as explained to us, the powers of
adoption of the Statement vests with RP. These unaudited financial results are prepared by
the Management of the Company and Certified by Mr. Madan Pendse, Chief Financial Officer
and approved by RP.

3. The Unaudited Consolidated Financial Results are the responsibility of the Company's
Management, inter-alia the persons looking after accounts & finance functions, the CFO, the
Officers & those charge with governance. This responsibility includes preparation of financial
results in accordance with the recognition and measurement principles laid down in Indian
Accounting Standard 34 “Interim Financial Reporting” ("Ind AS 34”), prescribed under Section
133 of the Companies Act 2013, and other accounting principles generaily accepted in India
and in Compliance with Regulation 33 & 52 read with Regulation 63(2} of the SEBI (Listing
Obligations and Disclosure Requirements} Regulations, 2015 read with relevant circulars
issued by SEBI

4,  As explained in the basis of preparation, these Unaudited Consolidated Financial Results, have
been prepared in accordance with the recognition and measurement principles laid down in
Indian Accounting Standard 34, “{Ind AS 34) Interim Financial Reporting” prescribed under
Section 133 of the Companies Act, 2013, as amended, read with relevant rules issued
thereunder and other accounting principles generally accepted in India. Our responsibility is
to express an opinion on these Unaudited Consolidated Financial Results based on our reys
On account of the matters described in Paragraphs 5 and 6 below, we were not able to
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sufficient appropriate audit evidence on certain aspects to provide a basis for opinion on
these Unaudited Consslidated Financial Results and hence we do not express an opinion on
these Unaudited Consglidated Financial Results,

We conducted our review of the Unaudited Consclidated Financial Results, to the extent
possible, in accordance with the Standard on Review Engagements (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 Unaudited Consolidated
Financial Results is free of material misstatement. A review of interim financial information
consists of making inquiries, primarily from 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 Opinion

We draw your attention to the fact that the primary purpose of publishing the 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 Beard of India
(Listing Obligations and Disclosure Requirements}, Regulations 2015 {“Listing Regulations”).

i As required by SA-260 “Communication with Those Charged with Governance”, we in
our capacity of Statutory Auditors, had reached out to the Board of Directors and
Resolution Professional for the evaluation on the assessment of Provision/Impairment
as required under “Ind AS 36 - Impairment of Assets” and “Ind AS 109 - Financial
Instruments”. Based on the discussion with those charged with governance, we noted
that the as the Company is under the CIRP and the valuation is a confidential matter,
Company had not carried out the assessment of Provision/Impairment as required
under “Ind AS 36 - Impairment of Assets” and “Ind AS 109 - Financial Instruments” and
hence we are unable t6 comment on the quantum of provision/impairment to be made.

ii. As per “Indian Accounting Standard 36 on Impairment of Assets”, Goodwill acquired in a
business combination shall be tested for impairment annually. Moreover, due to
existence of indications that require testing of impairment, the holding company has
fully impaired the value of investment in its subsidiary in consolidated financial results.
Above factors substantiate the requirement of testing for Goodwill. The company has
not made assessment of impairment of Goodwill and hence we are unable to comment
on the impact of the same in consolidated unaudited financial results for the quarter
ended June 30, 2020.

ili. As per Ind AS 109 “Accounting for Financial Instruments”, the company has not applied
Expected Credit Loss (ECL) Model for measurement and recognition of impairment loss
on trade receivable amounting to Rs. 804.04 Lakhs as on June 30, 2020.

iv.  Further with respect to a centract with Indian Navy 255/DSP/C/11-12/NOPVs (5), the
receivable from Indian Navy was Rs.1,68,431.42 lakhs as on June 30, 2020 appearing as
trade receivable. As per the explanation and information received from the
management, the Ministry of Defense has sent Show Cause Notice to the company for



vi.

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, Z020. 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 Defense. Accordingly, the contract was
terminated vide letter dated September 21, 2020. In response to which, company has
filed an application challenging the order in National Company Law Tribunal in the
month of October, 2020, which is pending for hearing.

Considering the same 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 effect has been considered under the accompanying unaudited financial
results for the quarter ended June 30, 2020.

Particular Amount
B {in Lakhs)
Total receivable balance of NOPV contract as on june 38, 2020 1,68,431.42
before considering for the impairment testing(A) ]
Sub-Total (A) - o _1,68,431.42 |
1) Increase in Inventory-WIP to the extent of the actual cost 1,38,788.68
incurred till March 31, 2020** . o
2) Reversal of the provision liability accounted for basis the © 23,107.97
calculation of contract revenue
3) Excess Receivable balance written off [Shuwn under the 6,534.77
exceptional item) o
| Sub-Total (B) S : B . 1,68431.42

** Company had not undertaken the impairment testing as explained in point (i} above.

" Further, in absence of the working for Advance agzinst 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 te Advance
given to vendor related to NOPV in the unaudited consolidated financial result for the
quarter ended June 30, 2020.

The accompanying financial results includes unaudited interim financial results for the
quarter ended June 30, 2020 and other financial information in respect of following
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subsidiaries and associate concerns. As per the facts available with us, the current status
of all the subsidiaries and associate is as follows:

;;. Name of the company Nature of Entity Status
1 E Complex Private Limited Whoily Owned Under CIRP
o Subsidiary
2 RMOL Engineering and Offshore Wholly Owned Under CIRP
* | Limited Subsidiary
3 REDS Marine Services Limited Wholly Owned | Under CIRP
_Subsidiary
4 PDOC Pte. Limited Wholly Owned Active
b Subsidiary B
5 Reliance Technologies and Systems Wholly Owned Active
Private Limited Subsidiary
6 Conceptia Software Technologies Associate Active
| Private Limited B

The unaudited interim financial results of above 5 subsidiaries and 1 associates have
not been reviewed and have been approved and furnished to us by management and
our conclusion on the statement, in so far as it relates to the affairs of these subsidiaries
and associates, is solely on such unaudited interim financial results and other financial
information furnished by management. The assets of such components form 25%
(111518.41 / 446111.66) of the total assets stated and the Loss of such components
form 6.65% {3387.99 / 50933.48) of the total loss in unaudited consolidated financial
results for the quarter ended june 30, 2020.

As per “Indian Accounting Standard 115 on “Revenue from Contracts with Customers”,
an entity shall recognize revenue when (or as) the entity satisfies a performance
obligation by tramsferring a promised good or service to a customer. For each
performance obligation satisfied over time, an entity shall recognize revenue over time
by measuring the progress towards complete satisfaction of that performance
obligation i.e, Percentage completion Method. However, the Company has adopted the
Project Completion method for determining the recognition of revesue ie the
Management considers the progress of the entire project and not that of individual
contracts.

For instance, the Company had a vessel contract with Indian Coast Guard -
AQ/0737/01Trg Ship, on which the Company had booked the reversal of excess cost
recognized amounting to Rs. 355.25 Lakhs. The above reversal is on account of below
parameters:

Particular Amount
. B _{in Iakhs) )
Cost to be allocated as per the adopted cutput method as per 20,795.35
Ind AS 115 including provision for foreseeable loss on entire
| project (A) o

Cost actually incurred till june 30, 2020 (B) 19,264.51
Total Provision to be made for the quarter ended june 1,530.84
30,2020 (C) = (A-B) - B




Prov

ision already made up to March,2020 (D}

|

1,886.10

Reversal of Excess Cost recognized {C-D)

|
|

355.25

Further, we were not provided with the technical analysis report on which Budgeted
Cost Estimations are based, for the calculation of provision for proportionate cost to be
incurred, hence we are unable to express an opinion on the above said reversal in the
accompanying unaudited financial results for the quarter ended june 30, 2020.

The total provisional claim admitted of financial creditors {thereby representing lending
facilities availed by the company from various bankers & Fls, as forming a part of
Secured and Unsecured Loans) was INR 1,242,916.81 Lakhs as at 22nd March, 2021. For
sake of clarity, the following table may be read:

Sr. Names of Financial Creditors Amount Amount
Neo. Claimed Admitted
{in lakhs} {im lakhs)
1 | State BankofIndia 196,50045 | 196,500.45
2 | Union Bank of India 155,642.28 | 155,534.40
3 | IDBI Bank 137,609.11 | 137,609.11 |
| 4 | BankofBaroda o 87,910.85 | 87,910.85
5 | Export-lmport Bank of India (EXIM]} 78,706.88 78,706.88
6 | Central Bank of India o 72,522.06 72.522.06 |
7 | Punjab National Bank 68,083.21 68,083.21
8 | United Bank of India 58,237.72 58,237.72
9 | Oriental Bank of Commerce 54,354.45 53,021.02
10 | IFCILtd  52,821.94 | 52,821.94 |
11 | Bank of India 5144579 | 51,445.79
| 12 | UCO Bank - ) 46,855.11 | 46,855.11
13 | Punjab Sind Bank 37,664.82 | 37,664.82
' 14 | Jammu & Kashmir Bank Ltd i 3262851 | 32,628.51
15 | Corpeoration Bank 3197830 31,380.95
16 Il'-idl:';i Infrastructure Finance Company (UK) 20816.97 29.797.21
| | Limited e i =
17 | Housing and Urban Development Corporation Ltd. 2149732 ; 2147832
18 | Bank of Maharashtra B 11,01495 ;] 11,014.95 |
19 | LIC of India - _10,889.94 | 10,889.94
20 | Karur Vysya Bank 413699 | 412331
21 | Karnataka Bank 3,876.81 3,876.81
| 22 |IL&FS ] 81342 813.42 |
Total 1,245,007.8 | 1,242,916.
- . B 81

The finance costs appearing in the accompanying results are based on the transactions
accounted in the accounting system and as the claim verification is also under process, our
report is qualified in this matter. Also considering that the Claims are provisionally
admitted as on 22 March,2021 and accompanying unaudited financial results are for the
quarter ended June 30, 2020 and hence there may be differences in the liabilities claimed,
admitted and accounted in the books of accounts. In absence of the reconciliation, we are
unable to comment on the quantum of such difference in the liability.
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xi. The Company & three of its subsidiaries are currently under the process of CIRP and no
cash flows are generating after the initiation of CIRP, and, hence the business of the
company could not be classified as a cash generating unit. However, during the quarter
ended June, 2020, company & its subsidiaries have not disclosed the assets as discontinued
operations, as per the requirement of “Ind AS 105 - Non-Current Assets Held for Sale and
Discontinued Operations”.

Looking to above facts and in conjunction with “Ind AS 105 - Non-Current Assets Held for
Sale and Discontinued Operations”, the revenue from operations and assets should have
been disclosed under discontinued operations. However, in terms of the Section 25 of the
IBC Code, the Company is treated as continue to operate as a going concern ang accordingly
the Financial Results are being presented on a going concern basis by those charged with
gevernance. -

7. Going Concern Assessment

The lending arrangement of the Company is classified as a non-performing asset by the lenders. The
said classification was done by the lead bank IDBI (forming 11% of total debt from lenders) on
15thjanuary, 2020 and by SBI Bank limited {consortium member accounting for 16% of said
lending) on 15%january, 2020. Further, the Corporate Insolvency Resolution process (CIRP) was
initiated against the company under the provisions of Insolvency and Bankruptcy Code, 2016
(Code) by an order of National Company Law Tribunal (NCLT), Ahmedabad dated 15% January
2019,

We draw your attention to the Note no. 3 of the Statement of unaudited financial results for the
guarter ended June 30, 2020, regarding the preparation of Consolidated financial results of the
Company on going concern basis, notwithstanding the fact that the Company continue to incur the
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 the secured lenders, non-current assets are significantly
impaired, current liabilities exceed total assets of the Company, major customers have cancelled the
orders, termination notice received to terminate the sub con cession lease agreement of land parcel
on which Company’s EOU unit operates etc.

As mentioned above, since the CIRP is currently in progress, as per the Code, it is required that the
Company be managed as going concern during the CIRP, the unaudited consolidated financial
results is continued to be prepared on going concern hasis. However, there exists material
uncertainty about the Company’s ability to continue as a going concern since the same is dependent
upon the result under the CIRP process. The appropriateness of preparation of these unaudited
financial results for the guarter ended June 30, 2020 on going concern basis 1s critically dependent
upon CIRP as specified in the Code.

In light of the matters indicated above, in our opinion, the company's ability to continue as Going
Concern is severely impacted and is unlikely. The underlying results have been prepared by the
company on a going-concern basis, resulling in non-statement of assets at their recoverable
position (as against currently stated at their brought forward values plus/minus transactions}, the
quantification of which would be reflected in the subsequent results and / or review reports /
annual reports pursuant to the ongoing valuation exercise.

Disclaimer of Opinion




Because of the significance of the matters described in paragraphs 5 and 6 above, taking into
consideration the ongoing investigation into various matters, pending assessment of legal
compliance by the Company; possible impact thereof has not been quantified by the management;
and certain provisions accounted by the Company during the quarter ended June 30, 2020; we have
not been able to obtain sufficient appropriate evidence to provide a basis for our opinion as to
whether the accompanying Unaudited Consolidated Financial Results:

i. Are prepared in accordance with the recognition and measurement principles laid down in
“Indian Accounting Standard 34 - Interim Financial Reporting” specified under Section 133
of the Companies Act, 2013and;

ii. Disclose the information required to be disclosed in terms of the Listing Regulations
including the manner in which it is to be disclosed or that it contains material
misstatements.

Emphasis of Matter

We draw your attention to Note 10 of accompanying Consolidated Financial Results, which states
that an amount Rs. 96,16.79 lakh is reflected as Exceptional Items on account of subsequent
invocation of corporate guarantee given to 1FCI Limited by the Company against the loan facilities
availed by one of its subsidiary RMOL Engineering & Offshore Limited as required under Ind AS
109. As the said Subsidiary company i.e RMOL Engineering & Offshore Limited has been admitted
under CIRP process, the provision has been created against the receivable halance from RMOL
Engineering & Offshore Limited towards such invocation of corporate guarantee.

Other Matters

i. The Comparative IND AS financial information for the year ended March 31, 2020 are
included in these Unaudited Cansolidated Financial Results, on which the predecessor
auditor has issued Qualified opinion dated July 31, 2020.

ii. Due to non- payment of various statutory liabilities, there may be potential non-
compliances under the Companies Act, 2013; SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015 and other statutes and regulations.

iii. The comparative Financial information of the group for the corresponding quarter and
period ended June 38, 2019, included in these consolidated financiai results, were reviewed
by the predecessor auditor and the consolidated financial statement of the group for the
year ended March 31, 2020 were audited by the predecessor auditor who expressed a
modified opinion/conclusion on those consolidated financial information/financial
statement.
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