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| BSE Limited National Stock Exchange of India Ltd.
(Through BSE Listing Centre) (Through NEAPS)
1% Floor, New Trade Wing, National Stock Exchange of India Lid.,
Rotunda Building, Phiroze Jeejeebhoy Towers, | Exchange Plaza, C-1, Block G,
Dalal Street Fort, Bandra Kurla Complex,
Mumbai-400001 Bandra (E), Mumbai — 400031
Scrip Code: 542649 /RVNL Scrip Code: RVNL
Sub: Consideration and Approval of Financial Statements for the quarteriyear
ended March 31, 2019 and Recommendation of Final Dividend on equity
shares.

Dear SirfMadam,

\We wish to inform that at the Meeting of the Board of Directors held on May 29, 2018 the Board
has considered and approved the Audited Financial Statements (Standalene and
Consalidated) for the year ended March 31, 2019 as reviewed and recommended by the
Audit Committee. Pursuant to Regulation 33 of SEBI (Listing Obligations & Disclosure
Requirements) Regulations, 2015, the said Financial Results along with the Auditors
Report thereon are attached herewith.

Further, in Compliance with the Regulation 30 read with Regulation 43 of SEBI (Listing
Obligations & Disclosure Requirements) Reg ulations, 2015 we write to inform that at the
said Board Meeting, the Board has also recommended Final Dividend of Rs. 0.09/- per
Equity share of face value of Rs. 10/- each, for the financial year 2018-2019 for the
consideration and approval of the sharehclders at the ensuring Annual General Meeting.
The Dividend is proposed to be paid within 30 days from the date of approval by the
shareholders in the ensuring Annual General Meeting. This final dividend is in addition
to an interim dividend of Rs. 0.80 per share already paid for the financial year 2018-19.

The Meeting of the Board of Directors commenced at 1400 hours and concluded at 1800 hours
This is for your Information and record.

Thanking You,

Yours faithfully,

Far,Rail Vikas Nigam Limited

'&m\g\mﬁ
(Kalpana Dubey)
Company Secretary & Compliance Officer
Membership No. F7386

Regd. Office : 1st Fioor, August Kranti Bhawan, Bhikaji
: : y ji Cama Place, R.K. Puram, New Delfi-
Tel : +91-11-267368299, Fax : +91-11-26182957, Email : Info@rvrl.org, Web mwrvnf.:ogmﬁﬁ
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STATEMENT OF ASSETS AND LIABILITIES (% in lakh)
Particulars Standalope Consolldated
As atMarch 31, AsatMarch 31, | As at March | As at March 31,
2019 2015 31, 2018 2018
I, |ASSETS
1 |Non-currgnt assets
{a) [Propoerty Plant and equipment 25 082.24 24 BY5.89 25,082.30 74 67599
(D) |Capital work-in-progress 80303 - EOE.03 -
(= |Other Intangilile assels 2B40.52 11.08 2,840 .52 11.08
(d) |Intangible assels under development 27,76 211368 24775 2113.58
{) |Inuestments in Joint Vartures {Equily Method) 157 BB0.53 122 116.6Y
{fi | Financial Assets
(1) Investmenis 92,884,305 B85,867.35 887.00 1,000.00
(i) Lease Recelvebles 1454, 194,83 17185277 154,194 63 VI U8E.TT
(i Loans 9a4.33 647,56 544,93 £47.56
(] (Hhers 445 437,71 45, 261.24 Ad. A1 71 48 283 24
ia) [Deferred lax agsels (Nety 739649 B .556.20 7,385 49 5 556,28
th} |Other nor-current assels 23 61 2700 23.61 27,08
Sub-Total Non-Current Assets 328,931.67 18, 314.75 394,604,590 375,554,359
2 lCurrent assels
(e} |Prefact-Work-in-Progress 440,02 182,46 448,02 192 45
(b} | Fanancial Assets
i) Trade Receivobles f2,991.12 71,484,268 53.801.33 71,280 42
(i} Leaze Recsivablas 26,264.56 24 132 50 26,264,855 24,132.50
(i) Cash and cash equivalents 28,324.35 3306048 28 523.37 34,162.20
[iv) Bank Balances other than (i) abovs B5.G16.52 196,122 01 GE916.52 1068,125.04
[v) Leans 1,180.56 41,74 1.190.55 741,74
{wvi) Others 47 450,94 38.127.53 47 450 .04 28,137.08
(&) fCurren Tax Asset (Met) 453,39 987,58 454 58 SEE.7E
{d) |Cther current assets 877.348.36 176,108 69 577 348.36 176,108,749
Sub-Total Current Assets £11,385.81 452, 668,23 B11,398.23 452 876.84
Total Assets 1,940,317.48 T71,182.99 | 1,206,00213 B28.441.23
1. |EQUITY AND LIARILITIES
1 |Eqguily |
(a) |Fquity Shars Capital 208,502.01 208,502.01 208,502.01 | 208 502.01
(b} |Cthar Equity 165,373,453 126,646.14 251.054.84 182 900.17
Sub-Total Equity 373,875.50 335,148.15 439,555 85 392 402.18
2 |Liabilities
Non-current liabilities i
(&) [Finangial Liabilities
{1} Borrowing 302,418.77 | 225914 87 30241971 225,914 .67
(i) Dther financial liaoiliias 22,952.13 37 482,80 22,952.13 37.482.80
(k) |Provisions 1,391.19 916.12 1,381.19 516 .12
(@) |Diher Non current liabiitiss | 2.730.83 4.005.35 2,230:93 4.008.35
Sub-Total Non-Current Liabilities 328,993.96 268,322,174 328.993.56 268,322.14
Current liabilitiog
(&) {Finanual Liabilities
o) Trode payables
I, tetal outs@mnding duse of mico enleprsas .
and smali anferpnses
ii. tolal outstanding dues of craditors other p =
than migrg mler;ﬁsea and amall eniemrises HIERELOG e B 14,00+.66 Biea
(i) Qther financisl liabilities 118,040.85 3% 124,83 11804503 B9, 127.54
() |Other current liabilities 230,528.14 B5A21 71 2530 52663 £5,923.20
(o} |Provisions 4,861 74 4.511.31 4 861,74 4,5711.31
(d} |Currant Tax liability {Net) 1,014.63 131011 1.014.26 1,310.11
Sub-Total Current Liabilities 437,448.02 167.712.70 437 452.32 167, 716.91
Tolal Equity and Liabilities 1,140,317 48 771,182,985 1,206.00313 B208,441.23




RAJ HAR GOPAL & CO.
CHARTERED ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

TO THE MEMBERS OF
Rail Vikas Nigam Limited

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the accompanying consclidaied financial stalements of Rail Vikas MNigam Limited
hereinafter referred to as “the holding company’)and ifs subsidiary (the holding Company and its one
subsidiary collectively referred to as “the Group”) and three jeinfly controlled entities, comprising of the
consolidated balance sheet as at 31 March, 2019, the consolidated statement of profit and loss (including
other comprahensive income), the consolidated statement of changes in equity and the consolidated cash
flow statement for the year then ended, and a summary of the significant accounting policies and other
explanatory information (hereinafter referred to as “the consolidated financial siafemenis”).

in our opinion and to the best of our informafion and according to the explanations given fo us, the aforesaid
financial statemenis give the information required by the Companies Act, 2013 ("the Act) in the manner so
required and give a true and fair view in conformity with the Indian Accounting Standards prescribed under
section 133 of fhe Act read with the Companies (Indian Accounfing Siandards) Rules 2015, as amended,
(“Ind AS") and other accounting principles generally accepted in India, of the state of affairs of the Company
as at March 31, 2018, the consolidated profit and total consolidated comprehensive income, consolidated
statement of change in equity and its consolidated cash flow statement for the year ended on that date.

Basis for Opinion

We conducted our audit of the consolidated financial siatemenis in accordance with the Standards on
Auditing (SAs) specified under section 143 (10) of the Companies Act, 2013, Our responsibilities under
those Standards are further described in the Auditor's Responsibiliies for the Audit of the Consolidated
Financial Statemenis saction of our report. We are independent of the Company in accordance with the
Code of Ethics issued by the Institute of Chartered Accountants of India fogether with the ethical
reguirements that are relevant to our audit of the consolidated financial stalements under the provisions of
the Companies Act, 2013 and the Rules there under, and we have fulfilled our other ethical responsibilities
in accordance with these requirements and the Code of Ethics. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on the consolidated financial
statements.

412, Ansal Bhawan, 16, Kasturba Gandhi Marg, New Delhi - 110001 Ph, : 41520898, 41250596 Fax : 41011302 Mob. : 9810133967
E-mail : rajhargopzal1 @hotmail.com
Website : www.rajhargopal.com



L As reported by respective jointly controlled entities statutory Auditors:

KRISHNAPATNAM RAILWAY COMPANY LIMITED(KPRCL)

- Reference is drawn to Note No. 55.2.1 regarding the Company's revenue is carried in the Statement of
Profit & Loss a/c under Note-19 Revenue from Operation of Rs.13417.56 lakhs. Monthly revenue bills/
apportionment sheet of revenue are received from the South Central Railway (SCR). All these bills are
marked ‘Provisional’. The outcomes of the provisional bills are not known at subsecuent dates.
Further, supporting documents of the monthly revenue bills are not available. As stated, in note-
95.2.1.(1)(d), all supporting evidences related fo revenue bookings are being contrelled and managed
by the SCR only and not made available for verification. The monthly revenue stztements are not
checked and certified by the company. Thus, the operating revenue statement could not be verified. In
view of these, leakage in the operating revenue cannot be ruled out. Financial impact, if any, cannot be
ascertained.

The company has not provided for Departmental charges of Rs.105.85 crore. Reference is drawn
regarding Note no-55.2.2- Contingent liability in respect of Departmental charges on consfruction of
project. A departmental charge @5% would be payable by the company to RVNL on the total cost of
work as per detailed estimate/revised estimate/ completion estimate in the books of accounts of the
company. The fotal charges have bezn estimated by the company at Rs.105.85 crore. In our opinion,
a provision for liability should have been made on the best estimated basis for the departmental
charges on year fo year on accrual basis. Instead, a contingent liability has been disclosed. Thus, the
cost of the project should have gone up by Rs.105.85 crore and so the provision for liability for the
same amount.

The Company has not provided for liability to pay GST under the reverse charge mechanism in respect
of operation & maintenance cosis incurred by the company &s billed by SCR. Thus, there is an
understatement of O&M Expenses and overstatement of profit by Rs.3.83 crore.

The company has not provided for CSR liability in accordance with the pravision of Section 135 of the
Companies Act, 2013. The company is required to spend Rs.15.80 lakhs, but the said amount has not
been spent so far for CSR activities. Thus, there is an understatement of liability by Rs.15.80 lakhs.

. The company has provided an amount of Rs.32.16 lakhs towards depreciation of office building which is
not correct, as per Para no.55 of the IND AS 16 on property plant equipment. Depreciation of assels
begin when it is available for use when it is in the location and condition necessary for it to be capable
of operating in the manner intended by the management, as the above office building were ready to be
used by the company. Hence the office building cannot be capitaiized under PPE and accardingly
depreciation cannot be charged. This has resulted in overstatement of depreciation to the extent of
Rs.32.16 lakhs and understatement of profit fo that extent

The company has shown an amount of Rs.306.38 lakhs towards office building which is not correct, as
per para no.53 of the IND AS 16 on property plant equipment (PPE). Depreciation of assets begin when
itis available for use when it is in the location and conditi necessary for it to be capable of operating




it

in the manner intended by the management, as the above office building were ready to be used by the
company. Hence the office building cannot be capitalized under PPE. Non- compliance of IND AS has
resulted in oversiatement of PPE fo the extent of Rs.306.38 lakhs and understatement of ‘CWIP' to that
extent.

Kuich Railway Company Limited (KRCL)

. Note No.55.1.1 regarding fixed assets capitalized by the Company year after year (based on advices

received from the western Railway) and subject to verification by the company. Similarly, material
supplied by the company and balances outstanding as advances to Western Railway are subject 1o
reconciliation with Westemn Railway. The Impact of the same is unascertainable and consegquent impact
on depreciation is also unasceriainable.

. Note No. 55.1.2 regarding Capital expenditure incurred by Weslem Railway on behalf of the Company

for the year ended 31st March, 2019 has not been adjusted in absence of advice from the Westem
Railway. The impact of the same is unascertainable.

. Note No. 55.1.3 and 55.1.4 regarding division of addition and deletion in Bridges, Building, Formatian,

Plant & Machinery (Project) and Permanent Way ( Classified in other intangible assets) , if any is being
made year after year in proportion of their gross opening balancas instead of asset wise breakup. The
impact of the same and consequent impact on deprecialion is unasceriainable. However, no
addition/deletion has been advised by Westemn Railway for the FY 2018-18.

- Nole No. 55.1.5 and 55.1.6 regarding non confirmation of receivable including advances and payables,

the impact of the same is unascertainable.

- Note No. 55.1.7, regarding one of the joint venture of the Campany (RVNL) is incurring expenditure on

behalf of the company under the contract and the same are being accounted for based on its advices
without verification the correciness thereof. The impact of the same is unascertainable.

Assignment of verification was outsourced for the previous year (FY 2017-18) in which variations were
pointed out in several advices / vouchers apart from missing of criginal supporting documents. Cut of
which cerlain have been seffled and adjusted in the year under audit and others remainad psniding.

- Note No. 55.1.8 regarding CSR expenses, the company is required to spend amrears of Rs 1536.79

Lakhs of the earlier years on CSR activities. The company executed MOU with RYNL (Joint Venture),
The Company has made payments of Rs 4.56 Crore has been accounted for s CSR expenditure
without any supporting evidences. The variation in amount, if any, is unascertainable.




2. Emphasis of Matter

i &

i

RAIL VIKAS NIGAM LIMITED

. Without qualifying our report attention is invited to note no. 10.1 and 10.6 of Standalone Ind As

financial statement Trade Receivable from Related Party. RVNL receives advance payment
from SPVs for incurring expenditures on their projects. However, in case of Krishnapatnam
Railway Company Limited, RVNL is incurring project expenditures on & regular basis but
insignificant amount is being received from Krishnapatnam Railway Company Limited as
advance payment. During the financial year 2018-19, RVNL has incurred project expenditures
amounting to Rs. 38026.60 lacs on Krishnapatnam Railway Company Limited (KRCL). KRCL
has not paid the amount dues due o some dispute and Trade Receivable from Krishnapatnam
Railway Company Limited as on 31st March, 2019 is Rs. 53.146.28 lacs and Interest
receivables amount of Rs. 21,833.97 lacs i.e. total Receivable from Krishnapatnam Railway
Company Limited amounting to Rs. 84,980.25 Lakhs.

Without qualifying our report attention is invited to Note No. 12{a) regarding Advance to Zonal
Railways, Advance to Sleepers, Utility Advance and Advance Released for Supply of Rail. No
balance confirmation has been received relating to Advance o Zonal Railways, Advance 1o
Sleepers, Utility Advance and Advance Released for Supply of Rail of Re. 58,554.70 lacs, Rs.
15,506.96 lacs, Rs. 25,752.43 lacs and Rs. £4.712.49 lacs as on 31st March, 2019.

Without qualifying our report attention is invited to Note No. 6.1 regarding, The Consclidated
financial stalements include share in Bharuch Dahej Railway Company Limited (BDRCL), a
jointly controlled entity based on its unaudited financial stalements as approved by Board of
the company.

As reported by respective jointly controlled entities statutory Auditors:

Kutch Railway Company Limited (KRCL)

Without qualifying our report we draw attention to

Note No-55.1.9 fo the financial statements which may effect of reduction in the reserves and
sundry debtors by Rs-2550 lakhs (approx) in the subsequent years as and when adviced by the
Western Railway.




Note No 55.1.10 to the Financial Statements regarding applicability of GST, the Company has
sought exemption/ clarification from GST council through MOR in respect of transactions with
Railway on freight sharing revenue (the only source of revenue) and operation and maintenance
cost to Weslern Railway for the period from 1.07.2017, which is pending. The company's
presumpticn is that GST is not applicable.

Note No. 55.1.10 regarding cost for elimination of 30 unmaned level crossing as well as
expenditure incurred by Westem Railway. Western Railway has given eslimate for this work of
Rs 2125 lakhs and expenditure of Rs 48.15 Iakhs has been incurred against which Rs 1085
lakh recovered. The company has shown the same as contingent liability with the contention
that the same shall be bome by Western Railway.

The Company has engaged consultants / advisors from time fo time based on confracts/
agreements executed with them. There was neither any terms / condition for payment of
incentive based on their performance nor otherwise payable to consultants based on
performance. However, incentive of Rs 42000 ( 42000°3 = 126000) has been paid during the
year under audit for the earlier vear ie. FY 2017-18 by passing resolution by the beard of
directors at par with MD and regular employees. Further in the resolution Rs 42000 has been
sanctioned to consultants / advisors but the amount has been paid @ Rs 42000 to each of
them.

RYNL has not charged contingencies provision @ 3% while calculating total cost in quarterly
statement of expenditure on behalf of the company in terms of schedule to the agreement
executed with them for which no provision has been made. It was informed that clarification has
been sought from RVNL but the same has not yet responded.




Key Audit Matters

Key audit matters are those matters that in our professional judgment were of most significance in our audit of
the consolidated financial statements of the current period. These matters were addressed in the context of our
audit of the consolidated financial statements &s a whole, and in forming our opinion therson, and we do not

provide 2 separate opinion on these matters. We have determined the matters described below to be the

key

audit matlers fo be communicated in our report,

‘Key Audit Matter

Auditor's Response

Accuracy of recognition, measurement,
presentation and disclosures of
revenues and other related balances in
view of adoption of Ind AS 115
“‘Revenue from contracts
Cusfomers” (Revenue Accounting
Standard) applicable from 15t April
2018.

The application of the new revenue
accounting standard from current financial
year involves certain key judgments
relating to identification of distinct
performance obligations, determination of
transaction price of identified performance
obligations, the appropriateness of the
‘basis used to measure revenue
recognized over a period, and disclosures
including presentations of balances in the
financial statements.

| Estimated efforts is a critical estimate to
 determine - revenue, as it requires
consideration of progress of the contract,
efforts incurred till date, efforts required to
complete the remaining performance
obligation.

Refer Notes 50 to the consolidated
financial statements,

wfﬂ:!

Principal Audit Procedures

We assessed the Group's Company’s intemal process to
identify the impact of adoption of the new revenue accounting
slandard. Our audit approach consisted testing of the design
and operating effectiveness of intemal controls and procedures
as follows:

Evaluated the design of inlemmal controls relating to
implementation of the new revenue accounting
standard.

* Selected a sample of existing continuing contracts and
new conlracts, and tested the operating effecltivenass
of the internal control, relating to identification of the
distinct performance obligations and determination of
transaction price.

= Tested the relevant information, accounting systems
and change relating to confracts and related
information used in recording and disclosing revenue in
accordance with the new revenue accounting standard.

* Reviewed a sample of contracts to identify possible
delays in achieving milestones, which require change in
estimated effots to complele the remaining
performance cbligations.

= Performed analytical procedures and test of details for
reasonableness and other related material items,

Assessment and recoverability of
Trade Receivables and Contract Assets

The Group have trade receivables

| outstanding of Rs. 63,801.33 lakhs and |

Principal Audit Procedures

We have assessed the Group's internal process 1o recognize
the revenue and review mechanism of trade receivables and
confract assets. dit approach consisted lesting of the

;{é@ur;ﬂ F é\



| conlract assets of Rs.3,47,318.57 crore at | design and operaling effectiveress of intemal controls and

the end of March 31, 2019 procedures as follows:
These balances are related to revenue = Evaluated the process of invoicing, verifications, and
recognized in line with Ind AS 115 reconciliations with customers.

“Revenue from contracts with customers”
for ongoing contracts and completed = Obtained the list of project wise outstanding details and
confracts. The assessment of its its review mechanism by the management.

recoverability is a key audit matters in the
audit due to its ‘size and high level of " Reviewed the guidelines and policies of the Company
management judgment on impairment of trade receivables and contract assels.

= Tested the accuracy of aging of trade receivables and

Refer Notes 101, 12(c) to the | contract assets at the year end on sample bass,

consolidated financial statements. '

= Performed analytical procedures and lest of details for
reasonablensss, recoverability and other related
material items.

Information Other than the Consolidated Financial Statements and Auditor's Report Thereon

The Company's Board of Direclors is responsible for the preparation of the other information. The other
information comprises the information included in Management Discussion and Analysis, Board's Repart
including Annexure to Board's Report, Business Responsibiity Report, Corporate  Governance and
Shareholder’s information, but does not include the consolidated financial statements and our auditor's report
thereon,

Qur opinion on the consolidated financial statements doas not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is fo read the other
information and, in doing so, consider whether the olher information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information; we are required to report that fact. We have nothing to report in this regard.

Management’s Responsibility for the Consolidated Financial Statements

The Company's Board of Directors is responsible for the matiers stated in Section 134(5) of the Companies
Act, 2013 ('the Act”) with respect to the preparation of the consolidated financial statements that give a true and
fair view of the consolidated financial position, consolidated financial performance, consolidated total




comprehensive income, consolidated statement of change in equity and consolidated cash flow statement of
the Group in accordance with the Ind AS and other accounting principles generally accepted in India. This
responsibility also includes maintenance of adequate accounting records in accordance with the provisions of
the Act for safeguarding the assets of the company and for preventing and detecting frauds and other
Iregularities; selection and application of appropriate accounting policies: making judgments and esfimates lhat
are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
conlrols, that were operating effectively for ensuring the accuracy and completeness of the accounting records.
relevant to the preparation and presentation of the financial statements that give a true and fair view and are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the Board of Directors of the companies included in the
Croup are responsible for assessing the Group's ability to continue as a going concem, disclosing, as
applicable, matters related to going concem and using the going concem basis of accounting unless the
Management either intends to liquidate the Group or to cease operations, or has no realistic alternative but to
do so.

The respective Board of Directors of the company included in the group are responsibie for overseeing the
Group's financial reporting process,

Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to oblain reasonable assurance about whether the cansolidated financial statements as a
Whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance. but is not a guarantge that an audit
conducted in accordance with SAs will always detect a material misstatement when it exists. Misstatements can
arise from fraud or error and are considered material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audil in accordance with SAs, we exercise professional judgment and maintain professional
skepticism throughout the audit. We also:

e Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or eror, design and perform audit procedures responsive fo those risks, and
obtain audit evidence thal is sufficient and appropriate to provide a basis for our apinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for ane resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control,

» Obtain an understanding of internal financial controls relevant to the audit in order lo design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Companies Act,
2013, we are also responsible for expressing our opinion on whether the companies have adequate
internal financial controls system in place and the operating effectiveness of such contrals,

 Evaluale the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.




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

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

Materiality is the magnitude of misstatements in the consolidated financial statements that, individually or in
aggregate, makes it probable that the economic decisions of a reasonably knowledgeable user of the financial
statements may be infiuenced. We consider quantitative materiality and qualitative factors in (i) planning the
scope of our audit work and in evaluating the results of our work: and (ii) to evaluate the effect of any identified
misstatements in the financial statements,

We communicate with those charged with govemance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with govemance with 2 statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of
most significance in the audit of the consolidated financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor's report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter should
not be communicated in our report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.




Other Matters

(a) We did not audit the financial statements of one subsidiary and 6 Jointly Controlled entity, whose financial
statements reflect total share of asssts Rs. 3,67,144.54 lakhs and share in net assets of Rs 1,71,071.25
lakhs as at 31st March, 2019, share in total revenues of Rs.1 21,994 60 lakhs for the year ended on thal
date as considered in the consolidated financial statements.

This includes the unaudited financial statements of cne Jointly controlled entity (Bharuch Dahej Railway
Company Limited) whose Share of total assels Rs 15,167.99 Lakhs, Share of Net Assets Rs. 7,059.51
Lakhs, Share of total Revenues of Rs. 3,237.90 Lakhs and Share of nat Cash Flows of Rs. (303.78) Lakhs
Is based on management accounts. These financial statements are unaudited and have been fumished to
us by the management and our opinion on the consolidated financial statements, in so far as it relates to
the amounts and disclosures included in respact of these jointly controlled entities, and our report in terms
of sub-sections (3) and (11) of Section 143 of the Act in so far as it relates to the aforesaid jointly controlled
entities, is based solely on such unaudited financial statements.

QOur opinion on the consolidated financial statements, and our report on other legal and regulatory
requirements below, is not modified in respect of the above matters with respect to our reliance on the work
done and the reports of the other auditors and the financial staiements certified by the management.

Our opinien is not modified in respect of these matters,

Report on Other Legal and Regulatory Requirements

1. As required by Section 143 (3) of the Act based on our audit and on the consideration of audit report of
sutsidiary, jointly controlled entities as referred in “Other Matters” paragraph, we report, to the extent
applicable, that:

(a) We have sought and cbtained all the information and explanations which to the best of cur knowledge
and belief were necessary for the purposes of our audit of the aforesaid consolidated financial statements;

(b) In our opinion, proper books of account as required by law relating to preparation of the aforesaid
cansolidated financial statements have been kept so far as it appears from our examination of those books
and the reports of the other auditors:

(¢} The consolidated balance sheet, the consolidated statement of profit and less (including other
comprehensive income), consolidated statement of changes in equity and the consolidated cash flow
statement dealt with by this report are in agreement with the relevant books of account maintained for the
purpose of preparation of the consolidated financial statements:

(d) In our opinion, the aforesaid consolidated financial statemsnis comply with the Indian Accounting
Standards specified under Section 133 of the Act read with the Companies (Indian Accounting Standards)
Rules, 2015, as amended, and ather accounting principles generally accepted in India;

(e) In terms Notification no. G.S.R. 483(E} dtd. 05-06-2015 issued by the Ministry of Corporate Affairs, the
provision of Section 164(2) of the Companies Act, 2013 in re -of disqualification of directors are not
applicable to the Company: a7




(f) With respect fo the adequacy of the internal financial controls over financial reporting of the holding
company, its subsidiary company and jointly controlled entities incorporated in India 2nd the operaling
effectiveness of such controls, refer to our separate Report in “Annexure A™

(g) With respect to the other matters to be included in the Audilor’s Report in accordance with Rule 11 of
the Companies (Audit and Auditor's) Rules, 2014 to the extent applicable ,in our opinion and o the best of
our information and according fo the explanations given fo us and based on the consideration of the report
of other auditors on separale financial statements s also the other financial information of the subsidiary
company and jointly controlled entities, as noted in "Other Matters” paragraph;

.. The consolidated financial statements disclose the impact of pending litigations on the consolidated
financial position of the Group and jointly controlled entities Refer Note 37 o the consolidated financia
statements:

ii. There has been no delay in fransferring amounts, required to be transferred, to the Investor Education
and Protection Fund by the holding company and its subsidiary companies and jointly controlled
companies incorporated in India.

For Raj Har Gopalé Co,
Chartered Accountants

Place: New Delhi
Date: 29t May, 2019 M. No 081085



ANNEXURE “A” TO THE INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE CONSOLIDATED
IND AS FINANCIAL STATEMENTS OF RAIL VIKAS NIGAM LIMITED

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act”)

In conjunction with our audit of the consolidated Ind AS financial statements of the Company as of and for the
year ended March 31, 2019, we have audited the internal financial controls over financial reporting of Rail
Vikas Nigam Limited (hereinafter referred o as “the Holding Company”) as of that date. We did not audit the
financial statements of one Subsidiary and Six Jointly Control Entities all of them have been audited by the
other Auditor and one (Bharuch Dahej Railway Company Limited) Jointly Control Entities is unaudited.

Management’s Responsibility for Internal Financial Controls

The respective Board of Dirsctors of the Holding company, its subsidiary company and jointly controlied
companies, which are companies incorporated in India, are responsible for establishing and maintaining
internal financial cenfrols based on the internal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India
(ICAl). These responsibiliies include the design, implementation and maintenance of adequate intemnal
financial controls that were operating effectively for ensuring the orderly and efficient conduct of its business,
including adherence to the respective company's policies, the safeguarding of its assets, the prevention and
detection of frauds and ermors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Companies Act, 2013.

Auditor's Responsibility

Qur responsibility is to express an opinion on the Company’s, internal financial contrals over financial reporting
based on our audit. We conducted our audit in accordance with the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting (the “Guidance Note’) issued by the ICAI and the Standards on
Auditing, issued by |CAl and deemed to be prescribed under section 143(10) of the Companies Act, 2013, to
the extent applicable fo an audit of internal financial controls, both issued by the Institute of Chartered
Accountants of India. Those Standards and the Guidance Note require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether adequate interal
financial controls over financial reporting was established and maintained and If such controls operated
effectively in all material respects.

QOur audit involves performing procedures to obtain audit evidence about the adequacy of the intemal financial
controls system over financial reporting and their operating effectiveness. Our audit of intemnal financial controls
over financial reporting included obtaining an understanding of infernal financial controls over financial
reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and
operating effectiveness of internal control based on the assessed risk. The procedures selected depend on the
audifor’s judgment, including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error.




We believe that the audit evidence we have obtained and the audit evidance obtained by the other auditnrg in
terms of their reports referred to in the Other Matters paragraph below, is sufficient and appropriate to provide
a basis for our audit opinion on the Company's, internal financial controls system over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting

A company's internal financial control over financial reporting is a process designed to provide reasonable
assurance regarding the refisbility of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles. A company's intemal financial control
aver financial reporting includes those policies and procedures that (1) pertain to the maintenance of records
that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and
directors of the company: and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the company's assels that could have a material effect on the
financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reparting

Because of the inherent limitations of internal financial controls over financial reporting, including the possibility
of eallusion or improper management override of controls, material misstatements due 1o &rror or fraud may
occur and not be detected. Also, projections of any evaluation of the intemnal financiel confrols over financial
reporting to future periods are subject to the risk that the internal financial control over financial reporting may
become inadequate because of changes in canditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Other Matters

Qur aforesaid reports under Section 143(3)(i) of the Act on the adequacy and operating effectiveness of the
internal financial controls over financial reporting insofar as it relates to one subsidiary company and six jointly
controlled entilies, which are companies incorporated in India, is based on the corresponding raport of the
auditor of five jointly controlled entity and one subsidiary company incorporated in India and management
certificate of other one jointly controlled entity (Bharuch Dahej Railway Company Limited) incerporated in Indi

Opinion

In our opinion, the company has, in all material respects, an adequale intemal financial controls system over
financial reporting and such internal financial controls aver financial reporting were operating effectively as at
March 31, 2019, based on the inlernal control over financial reporting criteria established by the company
considering the essential components of internal control stated in the Guidance Note on Audit of Internal
Financial Controls Over Financial Reporting issued by the Institute of Chartered Accountants of India.

Qur opinion is subject to following observations as given by the respective statutory auditors of these jointly
controlled companies (one jointly controlled entity Bharuch Dahej Railway Company Limited is consolidated
based on unaudited financial statements)




In case of Krishnapatnam Railway Company Limited

internal Control requires improvements in following areas:

i

The operations of the company's businass are solely controlled by the South Central Railway (SCR).
All supporting evidences related to revenue booking are being conlrolled and managed by SCR only
and not made available for verification.

There is no control over the revenue apportionment of South Central Railway (SCR) as the revenue
sheets are sent by SCR fo the company only on provisional basis and collateral records neither
supplied by the SCR nor maintained by the company. As a result, there is no basis to verify the same.

There is no control over the operation and maintenance (O&M) expense, overhead charges, indiract
cost etc. billed by the South Central Railway and deducted from the revenue dues fo the company,

Absence of Internal Financial Confrol has been felt in the booking of expenditure for the construction of
phase-ll of the project of the company. It is observed that the bils for construction of the project by the
contractor (RVNL) were sent from time to time 1o the company for payment, but such bills were only
Xerox copies and not the original ones. These bills are not checked by the company and thug,
payments are made to RVNL without any checking and cerfification.

As Informed to us, there is no methodology on the part of the management to ansure ihe up to date
progress of expenditure on construction projects, including bills which are already in the pipeline and
also which are awaiting dispatch by the contractors for the construction.

For Raj Har Gopal& Co.,
Chartered ficmuntanta

| DELE& "

Place: New Delhi (Parts
Date: 2900 May, 2019 M. No 081085




“Annexure C” to Independent Auditors’ Report

Directions indicating the areas to be examined by the Statutory Auditors during the course of
audit of annual accounts of Bharat Heavy Electricals Limited for the year 2018-19 issued by the
Comptroller & Auditor General of India under Section 143(5) of the Companies Act, 2013

s

No.

Areas Examined

Suggeste—d Replies

1

Whether the Company has system in
place to process all the accounting
transactions through IT system. If yes,
the implications of pracessing of
accounting transactions outside IT
system on the Iintegrity of the
accounts along with the financial
implications, if any may be stated.

Yes, the Company has systa in place to process all |
the accounting transactions through IT system.

Whether there is any restructuring of
an existing loan or cases of waiver /
write off of debts / leans / interest
etc. made by a lender due to the
company’s inability to repay the loan?
If yes, the financial impact may be

| stated.

According to the information and explanations
given to us and based on our examination of the
records of the company, there has been no
restructuring/ waiver/ write off of
debts/loans/interest etc.

Whether fund received / receivable

for specific schemes from Central /
(State  agencies were  properly
accounted for /utilized as per its term
and conditions? List the cases of
deviation.

| Fund received / receivable for specific schemes
from Central / State agencies were properly
accounted for Jutilized as per its term and
conditions.

Place: New Delhi
Date: 20t May, 2019

For Raj Har Gopalé& Co.

M. No 081085



