Independent Auditors’ Report
To
The Members,
Rajasthan State Industrial Development and Investment Corporation Limited
Jaipur

Report on the Audit of the Consolidated Ind AS financial statements

Qualified Opinion

We have audited the accompanying consolidated Ind AS financial statements of Rajasthan State Industrial Development
and Investment Corporation Limited (“the Corporation”/ “RIICO”), and its share of profit of its associates, comprising
the Consolidated Balance Sheet as at 31 March 2019, Consolidated Statement of Profit and Loss (including Other
Comprehensive Income), Consolidated Cash Flow statement and Consolidated Statement of Changes in Equity for the
year then ended and a summary of the significant accounting policies and other explanatory information (here in after
referred to as “Consolidated Ind AS financial statements™).

In our opinion and to the best of our information and according to the explanations given to us, and based on the
consideration of the reports of other auditors on separate financial statements of the associates, except for the effects/
possible effect of the matter described in the “Basis for Qualified Opinion™ paragraph, the aforesaid consolidated Ind
AS financial statements give the information required by the Act in the manner so required and give a true and fair view
in conformity with the accounting principles generally accepted in India of the consolidated state of affairs of the
corporation and its associates as at 31 March 2019, and its Consolidated Profit (Financial Performance including total
comprehensive income), its consolidated cash flows and the consolidated changes in equity for the year ended on that
date.

Basis for Qualified Opinion
We draw attention to the matters described in Annexure- A, the effects/ possible effects of those matters could not be
reasonably determined/ quantified, on the elements of accompanying consolidated Ind AS Financial Statements.

We conducted our audit 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 Responsibilities
for the Audit of the Consolidated Ind AS Financial Statements section of our report. We are independent of the
Corporation in accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India (ICAI)
together with the ethical requirements that are relevant to our audit of the consolidated Ind AS financial statements
under the provisions of the Companies Act, 2013 and the Rules thereunder, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code of Ethics. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our qualified opinion on the consolidated financial
statements.

Emphasis of Matter

Emphasis of Matter

Reply of Management

Refer to Significant Accounting Policy No. 2.5 “Revenue
Recognition” stating the adoption and preparation of Standalone Ind
AS financial statement in accordance with leases revenue as per Ind
AS 17 and revenue from development activity as per Ind AS 115. The
same have been recognised on estimated and assumption basis in
allocating the transaction price to land and development activity.

Our opinion is not modified in respect of above matters.

The Corporation has adopted Ind AS 115-
Revenue from Contracts with Customers,
mandatorily for reporting periods beginning
on or after April 01, 2018 and Leases revenue
as per Ind AS 17 by allocating the transaction
price to Land activity and Development
activity after applying the judgment, estimate
and assumption in this regard.

Reasonable estimate and assumption has been
made in those cases where data for
concessional/ free land allotment cases could
not be available for fair valuation of land cost.




Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of most significance in our audit of the
financial statements of the current period. These matters were addressed in the context of our audit of the financial
statements as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
In addition to the matter described in the Basis for Qualified Opinion Section, we have determined the matter described
below to be the key audit matter to be communicated in our report

Key Audit Matters

How the matter was addressed in our audit

Revenue Recognition:

1 The Corporation has adopted Ind AS 115— Revenue from
Contracts with Customers, mandatorily for reporting periods
beginning on or after April 01, 2018.

'l The applicaion of this new standard involves the
assessment towards identification of the distinct
performance obligations, determination of the transaction
price for each of the identified performance obligation, the
judgments used for determining the satisfaction of those
performance obligations over time or at a point in time.

[J The Corporation has applied the modified retrospective
method approach and have given cumulative impact of
transition to Ind AS 115 against the retained earnings as at
April 01, 2018.

1 The Corporation recognizes revenue from contracts with
customers when it satisfies a performance obligation by
transferring promised good or service to a customer. The
revenue is recognized to the extent of transaction price
allocated to the performance obligation satisfied.

[1 On account of introduction of Ind AS 115 which
supersedes Ind AS 11, Ind AS 18 and Guidance Note on
accounting for Real Estate Transaction, the application of
Ind AS 115 has been considered as key audit matter. (Refer
Note No. 2.5 of “Significant Accounting Policies” to
Consolidated Ind AS financial statements).

[0 Ind AS 115 specifically excludes from its scope the lease
contracts within scope of Ind AS 17. Agreement underlying
the Infrastructure Activities, deduced that corporation
activities contain two elements, one which is lease of land
and other elements being the development activity.

[1 As per Ind AS 17, if an arrangement contains a lease, the
parties to the arrangement shall apply the requirements of
Ind AS 17 to the lease element of the arrangement and other
elements of the arrangement not within the scope of Ind AS
17 shall be accounted for in accordance with other Standards

Accordingly the principles and provisions of Ind AS 17 have
been applied in case of Land component and in case of
Development activities the provisions of Ind AS 115 have
been applied and the policies in that respect are mentioned
under note no. 2.5 of Significant Accounting Policies.

Our audit procedures included:

1 We have read the Corporation’s revenue recognition
accounting policies and assessed compliance of the
policies with Ind AS 115 and Ind AS 17.

1 We test check the computation of the adjustment to
retained earnings balance as at April 01, 2018 in view
of adoption of Ind AS 115 as per the modified
retrospective method

[J We obtained and understood the revenue recognition
process including identification of performance
obligations and determining whether the performance
obligation is satisfied at a point in time or over a period
of time.

[J We have verified the judgments used by the
corporation in determining the revenue in case of
performance obligations satisfied over a period of time.
[ We selected a sample of existing lease agreements
and tested criteria’s as specified under Ind AS 17 to
classify a lease as finance or operating lease.

7 We evaluated the judgment, estimate and
assumptions made by the Corporation for allocating the
transaction price to Land activity and Development
activity

(1 We assess the revenue related disclosures included
in note no. 35 to the Consolidated Ind AS Financial
Statements.

We have determined that there are no other key audit matters to communicate in our report.




Information Other than the Consolidated Ind AS Financial Statements and Auditor’s Report Thereon

The Corporation’s management is responsible for the preparation of the other information. The other information
comprises the information included in director’s report and annexure but does not include the Consolidated Ind AS
financial statements and our auditor’s report thereon. The director’s report and annexure is expected to be made
available to us after the date of this auditor’s report.

Our opinion on the Consolidated Ind AS financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the Consolidated Ind AS financial statements, our responsibility is to read the other
information identified above when it becomes available and, in doing so, consider whether the other information is
materially inconsistent with the Consolidated Ind AS financial statements or our knowledge obtained in the audit, or
otherwise appears to be materially misstated.

Responsibility of Management and Those Charged with Governance for the Consolidated Ind AS financial
statements

The Corporation’s Board of Directors is responsible for the preparation and presentation of these consolidated Ind AS
financial statements in terms of the requirement of the Companies Act, 2013 (“the Act”) that give a true and fair view of
the consolidated financial position, consolidated financial performance including other comprehensive income,
consolidated cash flows and consolidated changes in equity of the Corporation including its associate in accordance
with the accounting principles generally accepted in India, including the Indian Accounting Standards (Ind AS)
prescribed under Section 133 of the Act, read with relevant Rules issued thereunder.

In preparing the Consolidated Ind AS Financial Statement, the respective Board of Directors of the Corporation
including its associates are responsible for maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding the assets of the Corporation and its associates and for preventing and detecting
frauds and other irregularities; selection and application of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and design, implementation and maintenance of adequate internal financial
controls, that were operating effectively for ensuring the accuracy and completeness of the accounting records, relevant
to the preparation and presentation of the consolidated Ind AS financial statements that give a true and fair view and are
free from material misstatement, whether due to fraud or error, which have been used for the purpose of preparation of
the Consolidated Ind AS financial statements by the directors of the Corporation , as aforesaid.

In preparing the Consolidated Ind AS financial statements, the respective Board of Directors of the Corporation
including its associates are responsible for assessing the ability of the Corporation and of its associate to continue as a
going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of
accounting unless management either intends to liquidate the Corporation or to cease operations, or has no realistic
alternative but to do so.

Those respective Board of Directors of the Corporation including its associates are also responsible for overseeing the
financial reporting process of the Corporation and of its associate.

Auditor’s Responsibilities for the Audit of the Consolidated Ind AS Financial Statements

Our objectives are to obtain reasonable assurance about whether the Consolidated Ind AS 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 guarantee that an audit conducted in
accordance with SAs will always detect a material misstatement when it exists. Misstatements can arise from fraud or
error and are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these Consolidated Ind AS financial statements .

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

[1 Identify and assess the risks of material misstatement of the Consolidated Ind AS financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.



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

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

[0 Conclude on the appropriateness of management’s use of the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Corporation’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we
are required to draw attention in our auditor’s report to the related disclosures in the Consolidated Ind AS 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
Corporation to cease to continue as a going concern.

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

[J Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business activities
within the Group and its associates to express an opinion on the consolidated Ind AS financial statements. We are
responsible for the direction, supervision and performance of the audit of the financial statements of such entities
included in the consolidated Ind AS financial statements of which we are the independent auditors. For the other entities
included in the consolidated Ind AS financial statements, which have been audited by other auditors, such other auditors
remain responsible for the direction, supervision and performance of the audits carried out by them. We remain solely
responsible for our audit opinion.

We communicate with those charged with governance of the Corporation and such other entities included in the
consolidated financial statements of which we are the independent auditors regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in internal control
that we identify during our audit.

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

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated Ind AS 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

The consolidated Ind AS financial statements include the corporation share of net profit of Rs. 1429.97 Lakh, including
other comprehensive income for the year ended 31.03.2019 as considered in consolidated Ind AS financial statements,
in respect of its associates, whose Ind AS financial statements have not been audited by us. These Ind AS financial
statement have been audited by the other auditors whose reports have been furnished to us by the management and our
opinion on consolidated Ind AS financial statement, is so far as it relates to the amounts and disclosures included in
respect of these associates and our report in terms of sub section (3) and (11) of section 143 of the Act, in so far as it
relates to the aforesaid associates, is based solely on the reports of the other auditors.

Our opinion on the consolidated Ind AS financial statements, and our report on Other Legal and Regulatory
Requirement below, is not modified in respect of above matters with respect to our reliance on the work done and the
reports of the other auditors furnished to us by the Management.



Report on Other Legal and Regulatory Requirements
I. Companies (Auditor’s Report) Order, 2016 (the “Order”) issued by the Central Government of India in terms of
Section 143(11) of the Act, is not applicable on consolidated Ind AS financial statements.

I1. As required by Section 143 (3) of the Act, we report to the extent applicable that:

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

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

c) The Consolidated Balance Sheet, the Consolidated Statement of Profit and Loss ( including other comprehensive
income) , the consolidated cash flows statement and the consolidated statement of changes in equity dealt with by this
Report are in agreement with the relevant books of account for the purpose of the consolidated Ind AS financial
statements;

d) Except for the matters described in Annexure- A of this report, which is part of “Basis for Qualified Opinion”
paragraph, in our opinion, the aforesaid consolidated Ind AS financial statements comply with the Indian Accounting
Standards prescribed under Section 133 of the Act read with the relevant rules issued thereunder,

e) Disclosure in terms of sub section (2) of section 164 of the Companies Act, 2013 is not required for Government
Companies as per Notification No. G.S.R. 463(E), dated June 5w, 2015 issued by the Ministry of Corporation Affairs.
Hence the provision of section, 164(2) is not applicable on Corporation and its one associate. Further on the basis of
report of statutory auditors of remaining 3 associates companies incorporated in India, none of directors of these
associates are disqualified as on 31stMarch, 2019 from being appointed as a director in terms of section 164(2) of the
Act.

f) With respect to the adequacy of the internal financial controls over financial reporting of the Corporation and the
operating effectiveness of such controls, refer to our separate Report in “Annexure B”;

g) As per Notification No. GSR 463(E) dated 5 June 2015 issued by the Ministry of Corporate Affairs, Government of
India, Section 197 of the Act is not applicable to the Government Companies. Accordingly, reporting in accordance
with requirement of provisions of section 197(16) of the Act is not applicable on the Corporation and its two associates.
The report of statutory auditors of remaining 2 associates companies incorporated in India, such clause has not been
addressed by their auditors in their audit report.

h) With respect to the other matters to be included in the Auditor’s Report in accordance with Rule 11 of the Companies
(Audit and Auditors) Rules, 2014, as amended, in our opinion and to the best of our information and according to the
explanations given to us:

(i) The Corporation has disclosed the impact of pending litigations on its financial position under note no. 34 in its
Consolidated Ind AS financial statements as at 31.03.2019.

(if) The Corporation and its associates did not have any long-term contracts including derivative contracts for which
there were any material foreseeable losses;

(iii) There were no amounts which were required to be transferred to the Investor Education and Protection Fund by the
Corporation and its associates.



Annexure- A referred to in our report under paragraph “Basis for Qualified Opinion” and forming an integral part of
our report dated 22nd November, 2019, addressed to the members of Rajasthan State Industrial Development and

Investment Corporation Limited for the year ended on 31.03.2019

Observation

Management reply

1.(a) The Corporation has valued, stock of encroached
and litigated land of Rs. 13141.58 lacs (previous year
Rs. 12807.20 lacs) involving 1079.41 acres of land
(Previous year 1162.64 acres) as on 31.03.2019 as NIL
[Refer Note No. 11(i) (a)]. In absence of assessment or
working of realizable value of these litigated and
encroached lands, we are unable to give impact of the
same on the Standalone Ind AS Financial Statements.

(b) Non-provision towards advances to suppliers and
others, remaining unadjusted since long, in the absence of
relevant details and information regarding realizable
value of these outstanding amounts, we are unable to give
impact of the same on the Standalone Ind AS Financial
Statements.

(c) The Corporation has allotted land, even if corporation
does not have lease deed of the land in its favour, Refer
to Para no. 2.5.1.4(v) of Significant Accounting Policies

(d) Cost of development of Industrial Area and revenue
from  “Consideration for allotment of land
(development)” has been calculated on the basis of
estimated Cost of Development of that particular area as
stated in Administrative Sanction of that area. The
estimated cost comprises the provision for expenses to be
incurred on future up gradation of that area, which is to
be used after 5 years from the date of declaration of area
as developed. In the absence of relevant details and
information regarding provisions made (Net of expenses
incurred) for future up-gradation of area, we are unable to
give impact of the same on the standalone Ind AS
Financial Statements.

Considering nature of the business and
volume of land activity, some encroachment
[litigation is imminent. However, the
Corporation is making concerted efforts for
removal of encroachment at Unit level with
help of local administration as well in case
of litigated land through legal recourses.
Since marketability/ salability of such
encroached/ litigated land does not exist on
Balance-Sheet date, its market realizable
value is considered nil and no separate
assessment thereof is deemed required. Cost
of such land is already disclosed.

Scrutiny of very old balances of advances
and suitable action shall be made to carry out
necessary adjustment.

It is pertinent to mention that from year 2010
and onwards, RIICO has been allotting land
only after getting its name registered in
related land records/ documents For old
case(s), efforts are being made to get the land
registered in favor of RIICO.

The Corporation is following this policy
consistently over the years looking to the
nature of its business.

2. Compensation paid and cost of development incurred
on those lands which have been kept by Corporation for
future planning, have been considered as part of cost of
remaining land of that industrial area and have not been
kept separately as inventory. In the absence of relevant
details and information regarding cost and compensation
paid on land kept for future planning, we are unable to
give impact of the same on the standalone Ind AS

Now, management is focusing on planning of
entire acquired land and not reserving big
chunk for future planning at the time of
approval of Administrative Sanction for
development scheme of new industrial area.




Financial Statements.

3. Refer to para no. 2.5.1.5() (v) of Significant
Accounting Policies, wherein disclosure has been made
with regard to expenses incurred for land and building for
own uses in industrial areas, is charged to direct
development expenditure and does not form part of the
Fixed Assets. In the absence of relevant details and
information, we are unable to give impact of the same on
the standalone Ind AS Financial Statements.

This is being done as per the Accounting
Policy reworked looking to the nature of
infrastructure development activities of the
Corporation.

4 Refer to para no. 2.2.1 of Significant Accounting
Policies, wherein disclosure has been made for certain
items which have been accounted for on cash basis in
books of accounts. The accountal on cash basis is not in
consonance with the accrual basis of accounting required
by the Companies Act. In the absence of relevant details
and information, we are unable to give impact of the
same on the standalone Ind AS Financial Statements.

In view of the typical nature of the
transactions with exact time of recovery/
incidence cannot be foreseen, these are
accounted for on cash basis as exceptional
items.

5 Refer to Note no. 3.1, 8.1, 11(i)(c), 18.1,39 and 46 B
regarding disclosure of accounting of amortization of
lease, Provision for bad and doubt full debt, inventory of
sheds/ shops/ houses/ flats / kiosks, deferred tax assets/
liabilities and value of assets & liabilities transferred by
Government Of Rajasthan on 1st October, 1979 are not in
consonance of Indian Accounting Standards. In the
absence of relevant details and information, we are
unable to give impact of the same on the standalone Ind
AS Financial Statements.

Looking to the special nature of the
transactions, the treatment has been given as
disclosed in notes to accounts.

6. Refer to Note no. 34.1 (3) & (4) of standalone Ind AS
Financial Statement in respect to Contingent Liabilities,
In the absence of relevant details and information, we are
unable to give impact of these contingent liabilities on the
standalone Ind AS Financial Statements.

Major part of contingent liability estimated to
arise out of pending litigation/ court cases
has already been disclosed. Only contingent
liability towards salary arrears against 7" Pay
Commission in suspension cases/pending
option cases and Govt. dues in case of sale of
Borrower’s units could not be worked out

/disclosed in absence of basis available.

7. Refer to Note no. 33 (b) of Standalone Ind AS
Financial Statement in respect of non-disclosure of
minimum lease payments and unearned finance income.

Case wise detail of scheduled payment
against plots allotted on installment is
available at Unit Offices level but compiled
information for RIICO as a whole is not
available, this being first time disclosure
requirement in the year 2018-19 due to new
Accounting standards.

8. Refer to Note no. 35 (b) of Standalone Ind AS
Financial Statement in respect of non-disclosure of year
wise bifurcation of transaction price allocated to the
remaining performance obligation

Year—wise detail for future years against the
remaining performance obligation could not
be disclosed in absence of precise estimation
for the same.




Annexure B referred to in our Independent Auditors Report to the members of the Rajasthan State Industrial
Development & Investment Corporation Limited on the consolidated Ind AS financial statements for the year ended
31st March, 2019

Report on the Internal financial controls over Financial Reporting 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 statement of the Corporation as of
and for the year ended 31st March ,2019,we have audited the internal financial controls over financial
reporting of Rajasthan State Industrial Development & Investment Corporation Limited ( the Corporation)
and its associate companies which are companies incorporated in India ,as of that date.

Management’s Responsibility for Internal Financial Controls

The respective Board of Directors of the Corporation and its associate companies which are companies
incorporated in India ,are responsible for establishing and maintaining internal financial controls based
on the internal control over financial reporting criteria established by the Corporation 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 (‘ICAT’).
These responsibilities include the design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring the orderly and efficient conduct of its
business, including adherence to Corporation’s policies, the safeguarding of its assets, the prevention
and detection of frauds and errors, the accuracy and completeness of the accounting records, and the
timely preparation of reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Corporation’s internal financial controls 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”) and the
Standards on Auditing, issued by ICAI and deemed to be prescribed under section 143(10) of the
Companies Act, 2013, to the extent applicable to an audit of internal financial controls, both applicable
to an audit of Internal Financial Controls and, both issued by the ICAI. 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 internal financial controls over financial reporting
was established and maintained and if such controls operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of internal
financial controls system over financial reporting and their operating effectiveness. Our audit of
internal financial controls over financial reporting included obtaining an understanding of internal
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 auditor’s judgment, including the assessment of the risks of material
misstatement of the standalone Ind AS financial statements, whether due to fraud or error.

We believe that the audit evidence obtained by us and the other auditors in terms of their reports
referred to in the other mater paragraph below are sufficient and appropriate to provide a basis for our
audit opinion on the internal financial controls system over financial reporting of the Corporation’s and
its associates incorporated in India..



Meaning of Internal Financial controls over Financial Reporting

A Corporation’s internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A
Corporation’s internal financial control over 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 Corporation; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of standalone Ind AS financial statements
in accordance with generally accepted accounting principles, and that receipts and expenditures of the
Corporation are being made only in accordance with authorizations of management and directors of the
Corporation; and (3) provide reasonable assurance regarding prevention or timely detection of
unauthorized acquisition, use, or disposition of the Corporation’s assets that could have a material
effect on the standalone Ind AS financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

Because of the inherent limitations of internal financial controls over financial reporting, including the
possibility of collusion or improper management override of controls, material misstatements due to
error or fraud may occur and not be detected. Also, projections of any evaluation of the internal
financial controls 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 conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

Qualified opinion
According to the information and the explanations given to us and based on our audit, the following material
weaknesses have been identified as at March 31, 2019-

Observation Management Reply

Efforts shall also be made to scrutinize old
balances and carry out necessary
adjustment.

a) Internal control system with regard to adjustment of
old balances of EMD/ Security Money from
contractors, advances to Govt. Deptt., advances to
suppliers / contractors, sundry creditors, provision for
refund of development charges, and outstanding
liabilities is not adequate

b) The Corporation did not have appropriate internal
control for cancellation and taking possession of plots
allotted where no production or other activities have
been started by the allottees within the prescribed time

As per RIICO Disposal of Land Rules of
the Corporation, there is provision to cancel
the plot if there is a delay in setting up of
business; however under the rules, allottees
has a option to extend the time limit after
paying the retention charges. Allottees can
start the business other than the one for
which it was allotted after taking approval
from the Corporation. However,
Corporation has right to cancel the plot if
the allottees has changed the business
without taking the approval from the
corporation.




c¢) Corporation is not having efficient internal controls | Looking to the nature and volume of land
to avoid acquisition of encroached and litigated land | activity, steps for physical verification of
and also to stop further encroachment and litigation of | land stock at reasonable interval in phased
land. manner are being taken. Further, removal of
encroachment/ decision over litigated land
is a continuous process .Appropriate action
at Unit level are taken with the help of local
administration for removal of encroachment
wherever possible .In case of litigated land,
proper legal recourse at Units/ HO is taken
and progress is reviewed / monitored on
regular basis.

A ‘material weakness’ is a deficiency, or a combination of deficiencies, in internal financial control over financial
reporting, such that there is a reasonable possibility that a material misstatement of the Corporation’s annual or
interim financial statement will not be prevented or detected on a timely basis.

In our opinion, except for the possible effects, which are unascertainable, of the material weaknesses described
above on the achievement of the objectives of the control criteria, the Corporation has maintained, in all material
respects, adequate internal financial controls over financial reporting and such internal financial control over
financial reporting were operating effectively as of March 31, 2019, based on the internal control over financial
reporting criteria established by the Corporation and its associates 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.

We have considered the material weaknesses identified and reported above in determining the nature, timing, and
extent of audit tests applied in our audit of the March 31, 2019 consolidated Ind AS financial statements of the
Corporation, and these material weaknesses have affected our opinion on the consolidated Ind AS financial
statements of the Corporation and we have issued a qualified opinion on the standalone Ind AS financial
statement.

Other Matters

Our aforesaid reports under Section 143(3) (1) of the Act on the adequacy and operating effectiveness of
the internal financial controls over financial reporting in so far as it relates to 4 associates companies
,which are companies incorporated in India ,is based on the corresponding reports of the auditors of
such companies incorporated in India.

For JAIN SHAH & CO.

For & on behalf of the Board
Chartered Accountants
FRN : 002819C

Place : JAIPUR (Ashutosh A.T.Pednekar)

Date : 22nd November, 2019 Managing Director
RIICO Ltd.

( CA Ajay Shah)

Partner






