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ANNEXURE Nl TO INDEPENDENT AUDITOR'S REPORT

REFERRED TO IN PARAGRAPH 2(f) UNDER THE HEADING OF “REPORT ON OTHER
LEGAL AND REGULATORY REQUIREMENT” OF QUR REPORT ON STANDALONE IND
AS FINANCIAL STATEMENTS OF ROAD INFRASTRUCTURE DEVELOPMENT COMPANY
OF RAJASTHAN LIMITED, FOR THE YEAR ENDED 315 MARCH 2017,

Report on the Internal Financial Controls under Clause (r) of Sub-sectlon 3 of Section
143 of the Companies Act, 2013 (“the Act")

We have audited the internal financial controls over financial reporting of Road Infrasfructure
Development Company of Rajasthan Limited (‘the Company”) as of March 31, 2017 in conjunction
with our audit of the standalone Ind AS financial statements of the Company for the year ended on that

date.
Management's Responsibility for Internal Financial Controls

The Company's management is responsible for establishing and maintaining internal financial controls
based on the intemal contro! over financlal reporing criteria established by the Company considering
the essential components of internal controf stated in the Guidance Note on Audit of Internal Financial
Controls over Financial Reporting issued by the Institute of Charfered Accountants of India. These
responsibitities 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 company's policies, the safeguarding of its assets, the prevention and defection
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

Qur responsibility is to express an opinion on the Company'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 The Institute Of Chartered Accountants Of India 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
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 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 the internal
financial controls system over financial reporting and their operating effectiveness.
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If the business combination is achieved in stages, any previously held equity interest is re-
measured at its acquisition date fair value and any resulting gain or loss is recognised in profit

or loss or OCI, as appropriate.

Non-controlling interests that are present ownership interests and entitle their holders to a
proportionate share of the entity’s net assets in the event of liquidation may be initially
measured either at fait value or at the non-controlling interests’ proportionate share of the
recognized amounts of the acquiree’s identifiable net assets. The choice of measurement basis

is made on a transaction-by-transaction basis.

Tax benefits acquired as part of a business combination, but not satisfying the criteria for
separate recognition at that date, are recognised subsequently if new information about facts
and circumstances change. Acquired deferred tax benefits recognised within the measurement
period reduce goodwiil refated to that acquisition if they result from new information obtained
about facts and circumstances existing at the acquisition date. If the carrying amount of
goodwill is zero, any remaining deferred tax benefits are recognised in OCY/ capital reserve
depending on the principle explained for bargain purchase gains. All other acquired tax
benefits realised are recognised in profit or loss.

2.5 Goodwill

Goodwill arising on acquisition of a business is carried at cost as established at the date of
acquisition of the business less accumulated impairment losses if any. For the purposes of
impairment testing, goodwill is allocated to each of the Company’s cash-generating units (or
company’s of cash-generating units) that is expected to benefit from the synergies of the

combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually,
or more frequently when there is an indication that the unit may be impaired. If the recoverable
amount of the cash-generating unit is less than its carrying amount, the impairment loss is
allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to
the other assets of the unit pro rata based on the carrying amount of each asset in the unit. Any
impairment loss for goodwall is recognized directly in profit or loss. An nmpazrment loss
recognized for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is
included in the determination of the profit or loss on disposal. Geodwill disposed in these
circumstances is measured based on the relative values of the disposed operation and the

portion of the cash-generating unit retained




2.6 Fair value measurement

The Company measures financial instruments, such as, derivatives at fair value at each balance
sheet date,

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at the measurement date. The fair value
measurement is based on the presumption that the transaction to sell the asset or fransfer the

lisbility takes place either:

¢ Inthe principal market for the asset or liability, or
* In the absence of a principal market, in the most advantageous market for the asset or

liability

The principal or the most advantageous market must be accessible by the Company.

The fair value of an asset or a liability is measured using the assumptions that market
participants would use when pricing the asset or liability, assuming that market participants act
in their economic best interest.

A fair value measurement of a non-financial asset takes into account a market participant’s
ability to generate economic benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in jts highest and best use. '

The Company uses valvation techniques that are appropriate in the circumstances and for
which sufficient data are available to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable inputs.

All assets and liabilities for which fair value is measured or disclosed in the financial
statements are categorised within the fair value hierarchy, described as follows, based on the
Jowest level input that is sigaificant to the fair value measurement as a whole:

* Level I — Quoted (unadjusted) market prices in active markets for identical assets or
liabilities

¢ Level 2 — Valuation techniques for which the lowest level input that is significant to
the fair value measurement is directly or indirectly observable

¢ Level 3 — Valuation techniques for which the lowest level input that is significant to
the fair value measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the
Company determines whether transfers have occurred between levels in the hierarchy by re-
assessing categorisation (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

The Company’s management determines the policies and procedures for both recurring fair
value measurement, such as derivative instruments and unquoted financial assets measured at
fair value, and for non-recurring measurement, such as assets held for distribution in

discontinued operations. )
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2.8 Accounting for rights under service concession arrangements and revenue
recopnition

Recognition and measurement

The Company builds, operates and maintains infrastructure assets under public-to-private
Service Concession Arrangements (SCAs), which is an arrangement between the "grantor” (a
public sector entity/authority) and the "operator” (a private sector entity) to provide services
that give the public access to major economic and social facilities utilizing private-sector funds
and expertise. The infrastructures accounted for by the Company as concessions are mainly
related to the activities concerning roads, tunnels, check posts, raitways and other infrastructure

facilities,

Concession contracts are public-private agreements for periods specified in the SCAs including
the construction, upgradation, restoration of infrastructure and future services associated with
the operation and maintenance of assets in the concession period. Revenue recognition, as well
as, the main characteristics of these contracts are detailed in Note 2.9.iii.

With respect to service concession arrangements, revenue and costs are allocated between
those relating to construction services and those relating 1o operation& maintenance services,
and are accounted for separately, Consideration received or receivable is allocated by reference
to the relative fair value of services delivered when the amounts are separately identifiable. The
infrastructure used in a concession are classified as an intangible asset or a financial asset,
depending on the nature of the payment entitlements established in the concession agreement.

When the amount of the arrangement consideration for the provision of public services is
substantially fixed by a contract, the Company recognizes revenues from construction services
for public facilities (infrastructures) by the percentage-of-completion method, and recognizes
the consideration as a financial asset and the same is classified as “Receivables against Service
Concession Arrangements”, The Company accounts for such financial assets at amortized cost,
calculates interest income based on the effective interest method and recognizes it in revenue

as Finance Income.

When the demand risk to the extent that the Company has a right to charge the user of
infrastructure facility, The Company recognizes revenues from construction services for public
facilities (infrastructures) by the percentage-of-completion method, and recognizes the
consideration for construction services at its fair value, as an intangible asset.

The Company accounts for such intangible asset (along with the present value of committed
payments towards concession arrangement to the grantor at the appointed date e.gNegative
Grant, premium etc) in accordancewith the provisions of IndAS 38 and is amortized based o
projected traffic count or revenue, as detailed in Note 2.29.vi, taking into account the estimated
period of commercial operation of infrastructure which generally coincides with the concession

period,
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Revenue from construction contracts

The Company recognizes and measures revenue, costs and margin for providing construction
services during the period of construction of the infrastructure in accordance with Ind AS 11

‘Construction Contracts’.

When the outcome of a construction contract can be estimated reliably and it is probable that it
will be profitable, contract revenue and contract costs associated with the construction contract

- are recognised as revenue and expenses respectively by reference to the percentage of

completion of the confract activity at the reporting date. The percentage of completion of a
contract is determined considering the proportion that contract costs incurred for work
petformed upto the reporting date bear to the estimated total contract costs.

For the purposes of recognising revenue, contract revenue comprises the initial amount of
revenue agreed in the contract, the variations in contract work, claims and incentive payments
to the extent that it is probable that they will result in revenne and they are capable of being

reliably measured,

The percentage of completion method is applied on a cumulative basis in each accounting
petiod to the current estimates of confract revenue and contract costs. The effect of a change in
the estimate of contract revenue or contract costs, or the effect of a change in the estimate of
the outcome of a contract, is accounted for as a change in accounting estimate and the effect of
which are recognised in the standalone Statement of Profit and Loss in the period in which the

change is made and in subsequent petriods.

When the outcome of a construction contract cannot be estimated reliably, revenue is

recognised only to the extent of contract costs incurred of which recovery is probable and the

related contract costs are recognised as an expense in the period in which they are incurred.

When it is probable that total contract costs will exceed fotal contract revenue, the expected
loss is recognised as an expense in the standalone Statement of Profit and Loss in the period in

which such probability occurs,

Borrowing cost related o SCAs

In case of concession arrangement under financial asset model, borrowing costs attributable to
construction of the infrastructure are charged to Statement of Profit and Loss in the period in

which such costs are incurred.

In case of concession arrangement under intangible asset model, borrowing costs attributable to
the construction of infrastructure assets are capitalised up to the date of its intended use
specified in the Concession Agreement. All borrowing costs subsequent to the capitalization of
the intangible assets are charged to the Statement of Profit and Loss in the period in which such

costs are incurred.
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2.11 Employee benefits

2.11.1 Retirement benefit costs and termination benefits

Payments to defined contribution retirement benefit plans are recognised as an expense when
employees have rendered service entitling them to the contributions,

For defined benefit retirement benefit plans, the cost of providing benefits is determined using
the projected unit credit method, with actuarial valuations being carried out at the end of each
annual reporting period. Re- measurement, comprising actuarial gains and losses, the effect of
the changes to the asset ceiling (if applicable) and the return on plan assets (excluding net
interest), is reflected immediately in the balance sheet with a charge or credit recognised in
other comprehensive income in the period in which they occur. Re measurement recognised in
other comprehensive income is reflected immediately in retained earnings and will not be
reclassified to profit or loss. Past service cost is recognised in profit or loss in the period of a
plan amendment. Net interest is calculated by applying the dlscount rato at the beginning of the
period to the net defined benefit liability or asset.

Defined benefit costs are categorised as follows:

» service cost (including current service cost, past service cost, as well as gains and losses
on curtailments and

« net interest expense or income; and
re-measurement

The Company presents the first two components of defined benefit costs in profit or loss in the
line item 'Employee benefits cxpensc Curtailment gains and losses are accounted for as past

service costs,

The present value of the defined benefit plan liability is calculated using a discount rate which
is determined by reference to market yields at the end of the reporting period on government
bonds.

The retirement benefit obligation recognised in the balance sheet represents the actual
deficit or surplus in the Company's defined benefit plans, Any surplus resulting from this
calculation is limited to the present value of any economic benefits available in the form of
refunds from the plans or reductions in future contributions to the plans.

A liability for a termination benefit is recognised at the earlier of when the entlty can no longer
withdraw the offer of the termination benefit and when the entity recognizes any related

restructurmg COSts,

2.11.2 Short-term and other long-term employee benefits

A liability is recognised for benefits accruing to employees in respect of wages and salaries,
annual Jeave and sick leave in the period the related service is rendered at the undiscounted
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suffic..at taxable profits against which to utilise the benefits of the temporary differences and
they are expected to reverse in the foresecable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow all or part of the asset to be recovered.

Deferred tax Habilities and assets are measured at the tax rates that are expected to apply in the
periad in which the liability is seitled or the asset realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of the reporting period.

Deferred tax relating to items recognised outside profit or foss is tecognised outside profit or
loss (either in other comprehensive income or in equity). Deferred tax items are recognised in
correlation to the underlying transaction either in OCI or directly in equity.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to

set off current tax assets against current tax liabilities and the deferred taxes relate to the same
taxable entity and the same taxation authority.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would
follow from the manner in which the Company expects, at the end of the reporting period, to
recover or settle the carrying amount of of ifs assets and liabilities.

2,13 Property, plant and eguipment

Property, plant and equipment acquired by the Company are reported at acquisition cost, with
deductions for accumulated depreciation and impairment losses, if any.

The acquisition cost includes the purchase price (excluding refundable taxes) and expenses,
such as delivery and handling costs, installation, legal services and consultancy services,
directly attributable to bringing the asset to the site and in working condition for ifs intended

usei

Where the construction or devclopmcnt of any asset requiring a substantial period of time to set
up for its intended use is funded by borrowmgs, the corresponding borrowing costs are
capitalised up to the date when the asset is ready for its intended use.

Depreciation on property, plant and equipment is computed as under;

Assol | Useful life based on SLM

Premises 60 Years
Computers and Data Processing Equipment 3 Vears

(other than Server & Networking)
Office Equipment 5 Years
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Notes to:the Ind AS standalone financial statements

23. Révenne from operations

iThe fa!lowing' details :of the: Company's. revenue for the. period from -confinuding operations: (exciuding‘:
] 2enot 4')--

: Ye”r'lended ‘March: |




‘materlal consumed & Gonstrustion Cost:

___AnitRs.
h | Yearended March |
81,2016

Eimployeebenefits;expense:

erébormwmg EDst8:
sha efer nots bifow)




29, Depreciation and amortisationsexpense.

2250155

lconfinuing operations

n and amorﬁsation nertaining o ]

' reihignt/discard of asset
Business: profriotion expenses

iMiscellaneous expenses:

ot S




31, Income taxes refating to continuing operations

31.1 Income tax recognised in profit or loss

Amt Rs.

Particulars

Year ended March
31, 2017

Year ended March
31, 2016

Current tax *
in respect of the current period
in respect of prior period

Deferred tax _
in respect of the current period (23,41,71,408) {79,08,99,525)
Deferred tax reclassified from equlty to profit or loss
Adjustments to deferred tax attributable to changes in tax (2,12,30,669) -
rates and laws

(25,54,02,074) (79,08,99,525)
Total income tax expense recognised in the current {25,54,02,074) {79,08,89,525)

period relating to continuing

rati

* Note: During the year, company has Book profits. However, current tax is Nil due to adjustment of

unabsorbed depreciation/ business loss of earller years

The income tax expense for the period can be reconciled to the accounting profit as follows:

continuing operations)

Amt Rs.
Particulars Year ended March { Year ended March
31, 2017 31, 2016

Profit before tax from continuing operations 26,82,11,283 (73,60,69,026)
Accounting Profit multiplied by Tax Rate 9,63,08,883 -
Effect of income that is exempt from taxation (61,84,718) {37.35,801)
Effect of deferred taxes reversal in the tax holiday period 28,45,56,111 2427728128
Deferred tax asset on loss - (25.47,39,080)
Effect of previously unrecognised and unused tax fosses and (60,82,04,787) {2,96,10,40,848)
deductible temporary differences now recognised as deferred
tax assefs
Effect on deferred tax balances due to the change in income (2,12,30,669) -
tax rate
Effect of items of Other Equity 3,563,106 8,88,076

(25,54,02,074) {79,08,98,525)
Adjustments recognised in the current year m relation to the - -
current tax of prior years
income tax expense recognised in profit or loss (relating to (25,64,02,074) (79,08,99,525)

Note: Deferred tax has been calculated on Substantively enacted rate at balance sheet date




Notes to the lnd AS standalone financlal statements

32, Earnings per share:

T Yearended

{Particulars: |
|March 31,2047 |

|Erom Gontinuing operatisiis Rs; per share

|Basic-eamings per shars | 1 047]

]! Ti00 Bttt Gtable 1o: owners of
thézeéd'gbany -(A)
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Notes to the Ind AS standalone financial statements

35, Commitments for expenditure

Amt Rs.
Particulars As at March 31,] As at March 31, As at April 1,
2017 2016 2015
(2) Estimated amount of contracts remaining to be
executed on capital account and not provided for
(i) Capital Commitments 36,32,52,833 16,62,15,394 8,77 45,540
Lass : Advance Paid {13,05,377) - -
Total 36,19,47,456 15,62,15.394 8,77,45,640
Ami Rs.
Particulars As at March 31, As at As at Aprll 1,
2017 31-Mar-2016 _ 2015
b) Other Commitments:
Contract Value pending in aggregate for;
(i) Maintenance Works 9,74,09,613 7,63,69,788 18,27,44,928
(ily Other Works 47,18,56,263 36,41,77,074 71,67,23,331
Less : Advance Paid (17,24 863) (2,87,56,890) (5,07,22,702)
Total 56,75,41,013 41,17,89.982 85,87 ,45,567

Further, company had entered into agreements with ITNL dated Sept 18, 2008 & Sept 28, 2011 for supervision
and management of operation & maintenance works of the Project-Phase | & Phase H respectively, Accordingly
company shall pay ITNL all costs for discharging such obligations and bearing all expenses on account of the
same pius a margin of 10% plus taxes as may be applicable.

The Company has also entered into agreement dated February 10, 2016 to appolnt ITNL as a management and
supervision partner to manage and supervise the implementation of Major Malntenance Works of the Mega
Highway Project Phase-| & [l w.e.f. October 1, 2015. ITNL would be entitled to an all inclusive Agency fee of 6%
of the Total Cost of Major Maintenance Works plus applicable taxes.

36. Contingent lfabilities and contingent assets
36.1 Contingent llabilities

{i) Claims against the Company not acknowiedged as debt
a) Contractors’ claims Rs 75,00,00,000 ( As at March 31, 2016:Rs 75,00,00,000 : As at Aprit 1, 2015:Rs

75,00,00,000 )
Out of total claim of Re 75 Cr, Rs 25 Cr pertains to M/s IVRCL Limited where arbitration proceedings are in

progress
Further, In case of claim of Rs 45 cr pertaining to M/s Punj Lioyd Ltd, the contractor has invoked arbitration

which has been accepted by the Company. Arbitration proceedings are expected to start soon

b) Additional Interest amounting to Rs. 13,85,712 { As at March 31, 2016:Rs NIL ; As &t April 1, 2015:Rs
15,19,782 ) which has been debited by some of the 8r. Lenders but not acknowledged / accounted for by the

Company.,
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Notesto thé Ind AS standalone Hi

ROAD INFRASTRUCTURE DEVELOPMENT COMPANY:OF RAJASTHAN LIMITED

Related Party Disclosures

As at Marsh 31, 2017
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