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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA

UNDER SECTION 143 (6) (b) OF THE COMPANIES ACT,2OI3 ON THE FINANCIAL

STATEMENTS OF KRISHNAPATNAM RAILWAY COMPANY LIMITED FOR THE

YEAR ENDED 3I MARCH 2025.

The preparation of financial statements of Krishnapatnam Railway Company Limited for

the year ended 3l March 2025 in accordance with the financial reporting framework prescribed

under the Companies Act, 2013 (Act) is the responsibility of the management of the Company.

The Statutory Auditor appointed by the Comptroller and Auditor General of India under Section

139 (5) ofthe Act is responsible for expressing opinion on the financial statements under Section

143 of the Act based on independent audit in accordance with the standards on auditing

prescribed under Section 143(10) ofthe Act. This is stated to have been done by them vide Audit

Report dated 27 June 2025 and Audit Report revised on 8 September 2025 in supersession of

Audit Report of 27 June 2025.

I. on behalf of the Comptroller and Auditor General of India, have conducted a

supplementary audit of the financial statements of Krishnapatnam Railway Company Limited for

the year ended 3l March 2025 under Section 143(6Xa) ofthe Act. This supplementary audit has

been carried out independently without access to the working papers of the Statutory Auditor and

is limited primarily to inquiries of the Statutory Auditor and company personnel and a selective

examination of some ofthe accounting records.

Based on my supplementary audit. I would like to highlight the following significant

matlers under Section 143(6Xb) of the Act which have come to my attention and which in my

view are necessary tbr enabling a better understanding of the financial statements and the related

Audit Report:

A. Comments on Cash Flow

Net Cash from Financing Activities - t (30,618.63) lakh

The above includes an amount of { (3.586.19) lakh representing payment (outflow) of

interest on Rail Vikas Nigam Limited (RVNL) outstanding dues for not making full payment on

timely basis.

As per Para 14 of Ind AS 7- 'Statement of Cash Flow', Cash flows from operating

activities are primarily derived from principal revenue-producing activities of the entity. ICAI

clarified (educational material on Ind AS 7lthat penal interest paid to suppliers for late payments

should be classified as operating activity.

In the instant case, the Company f'aited to make timely payment to RMIIL and RVNL

charged { 3,586.19 lakh as interest. Thus. the above should have been classified as cash flow

tiom operating activities instead ofcash flow liom financing activities.
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This has resulted in overstatement of 'Net Cash from Financing Activities' and

corresponding understatement of 'Net Cash from Operating Activities'by { 3.586.19lakh.

For and on the behalfofthe
Comptroller & Auditor General of India

Teg Singh
Place: New Delhi
Dated+09.202s

Principal Director of Audit
Railuay Commercial, New Delhi
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