S S KOTHARI MEHTA & CO A Conpe

Mathura Road

New Delhi-110065
CHARTERED ACCOUNTANTS Phones : +91-11-4670 8888

Fax : +91-11-6662 8889
E-mail : delhi@sskmin.com

INDEPENDENT AUDITOR’S REPORT
TO THE MEMBERS OF ISGEC HITACHI ZOSEN LIMITED

Report on the Standalone Financial Statements

We have audited the accompanying standalone financial statements of ISGEC HITACHI ZOSEN
LIMITED (“the Company”), which comprise the Balance Sheet as at 31st March, 2016, the
Statement of Profit and Loss, the Cash Flow Statement for the year then ended, and a
summary of the significant accounting policies and other explanatory information.

Management’s Responsibility for the Standalone Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of
the Companies Act, 2013 (“the Act”) with respect to the preparation of these standalone
financial statements that give a true and fair view of the financial position, financial
performance and cash flows of the Company in accordance with the accounting principles
generally accepted in India, including the Accounting Standards specified under Section 133
of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014.

This responsibility also includes maintenance of adequate accounting records in accordance
with the provisions of the Act for safeguarding of the assets of the Company 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 financial statements
that give a true and fair view and are free from material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these standalone financial statements based on
our audit.

We have taken into account the provisions of the Act, the accounting and auditing standards
and matters which are required to be included in the audit report under the provisions of the
Act and the Rules made thereunder.

We conducted our audit in accordance with the Standards on Auditing specified under Section
143(10) of the Act. Those Standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement. An audit involves performing procedures to
obtain audit evidence about the amounts and the disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks
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of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal financial control relevant to the
Company’s preparation of the financial statements that give a true and fair view in order to
design audit procedures that are appropriate in the circumstances. An audit also includes
evaluating the appropriateness of the accounting policies used and the reasonableness of the
accounting estimates made by the Company’s Directors, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion on the standalone financial statements.

Opinion

In our opinion and to the best of our information and according to the explanations given to
us, the aforesaid standalone 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 state of affairs of the Company as at 31st March,
2016, and its profit and its cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

1. Asrequired by the Companies (Auditor’s Report) Order, 2016 (“the Order”) issued by the
Central Government of India in terms of Section 143(11) of the Act, we give in the
“Annexure A” a statement on the matters specified in paragraphs 3 and 4 of the Order.

2. Asrequired by Section 143 (3) of the Act, we report 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;

b) In our opinion, proper books of account as required by law have been kept by the
Company so far as it appears from our examination of those books;

c) The Balance Sheet, the Statement of Profit and Loss, and the Cash Flow Statement
dealt with by this Report are in agreement with the books of account;

d) In our opinion, the aforesaid standalone financial statements comply with the
Accounting Standards specified under Section 133 of the Act, read with Rule 7 of the
Companies (Accounts) Rules, 2014;

e) On the basis of the written representations received from the directors as on 31st
March, 2016 taken on record by the Board of Directors, none of the directors is
disqualified as on 31st March, 2016 from being appointed as a director in terms of
Section 164 (2) of the Act;
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f) With respect to the adequacy of the internal financial controls over financial reporting
of the Company and the operating effectiveness of such controls, refer to our separate
Report in “Annexure B”.

g) 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, in our opinion and to
the best of our information and according to the explanations given to us:

i. The Company has disclosed the impact of pending litigations on its financial
position in its financial statements — Refer Note 29(lll) with Excise Department
to the financial statements;

ii. The Company does not have any long term contracts including derivative
contracts on which there were any foreseeable losses;

iii.  There were no amounts which were required to be transferred to the Investor
Education and Protection Fund by the Company.

For S S Kothari Mehta & Co
Chartered Accountants

Fi egistration No. 000756N
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Annexure A to the Independent Auditor’s Report to the members of Isgec Hitachi Zosen

Report on the matters specified in paragraph 3 of the Companies (Auditor’s Report) Order,
2016 (“the Order’) issued by the Central Government of India in terms of section 143(11) of
the Companies Act, 2013 (“the Act”) as referred to in paragraph 1 of ‘Report on Other Legal
and Regulatory Requirements’ section

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(a) The Company is maintaining proper records showing full particulars, including
quantitative details and situation of fixed assets;

(b) The Company has physical verified these fixed assets as per its program of physical
verification that covers every item of fixed assets over a period of three years. No
material discrepancies were noticed on such verification;

(c) The Company does not have any immovable properties acquired in its own name.
However, it has constructed the following immovable properties on land taken on lease
from the holding company:

S. No. | Class of asset Gross Amount
(X in lacs)
1 Buildings 31.76

The physical verification of inventory has been conducted at reasonable intervals by the
management. No material discrepancies were noticed on such physical verification;

The Company has not granted loans, secured or unsecured to companies, firms, Limited
Liability Partnerships or other parties covered in the register maintained under section
189 of the Companies Act, 2013. Therefore sub - clauses (iii) (a), (iii) (b) & (iii) (c) of the
Order are not applicable;

According to the information and explanation given to us, the company has complied
with the provision of section 185 and 186 of Act, with respect to the loans, investments,
guarantees, and security made.

As per information and explanation provided to us, the Company has not accepted any
public deposits during the year. Further, we have not come across any such deposit(s)
nor the management has reported any such deposit(s), therefore the directives issued
by the Reserve Bank of India and the provisions of sections 73 to 76 or any other
relevant provisions of the Companies Act, 2013 and the rules framed there under are
not applicable.

We have broadly reviewed the books and records required to be maintained as
specified by the Central Government under sub-section () of section 148 of the
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(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

Companies Act, 2013 and we are of the opinion that prima facie, the prescribed
accounts and records are being maintained.

(a) The Company is generally regular in depositing undisputed statutory dues including
provident fund, employees' state insurance, income-tax, sales-tax, service tax, duty of
customs, duty of excise, value added tax, cess and any other statutory dues to the
appropriate authorities. There are no arrears of outstanding statutory dues as at the
last day of the financial year concerned for a period of more than six months from the
date they became payable.

(b) The particulars of dues of income tax or sales tax or service tax or duty of customs
or duty of excise or value added tax have not been deposited on account of any dispute
are as under:

S. Nature of Forum where pending Year Amount (4
No. Statutory Dues in lacs)

1 Excise duty Commissioner (Appeals) 2015-16 43.58

2 Excise duty Commissioner (Appeals) 2015-16 2.27

The Company has not defaulted in repayment of loans or borrowing to a financial
institution, bank or government. The Company has not issued any debentures.

The Company did not raise any money by way of initial public offer or further puklic
offer (including debt instruments) during the year. No term loans were raised during
the year.

According to the information and explanations given to us, no fraud by the Company or
fraud on the Company by its officers or employees has been noticed or reported during
the year;

According to the information and explanation given to us and based on our examination
of the records of the Company, the Company has paid or provided for the managerial
remuneration in accordance with the requisite approvals mandated by the provisions
of section 197 read with Schedule V to the Act;

The Company is not a Nidhi Company, hence clause (xii) of the Order is not applicable
to the Company;

According to the information and explanations given to us and based on our
examination of the records of the company, transactions with the related parties are in
compliance with sections 177 and 188 of the act where applicable and details of such
transactions have been disclosed in the financial statements as required by the
applicable accounting standards; /o“‘-”
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(xiv) The company has not made any preferential allotment or private placement of shares
or fully or partly convertible debentures during the year under audit.

(xv) According to the information and explanations given to us and based on our
examination of the records of the company, the company has not entered into non-cash
transactions with directors or persons connected with him. Accordingly, clause (xv) of
para 3 of the Order is not applicable;

(xvi) The Company is not required to be registered under section 45-IA of the Reserve Bank
of India Act, 1934;

For S S Kothari Mehta & Co
Chartered Accountants
Fi Registration No. 0007_56N

K K Tulshan
Partner D
Membership No. 085033

Place of Signature: NeD Dl
Date: Qug, NOZT o998
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Annexure B to the Independent Auditor’s Report to the members of Isgec Hitachi Zosen
Limited dated......cceceenveanne

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of
the Companies Act, 2013 (“the Act”) as referred to in paragraph 2(f) of ‘Report on Other
Legal and Regulatory Requirements’ section

We have audited the internal financial controls over financial reporting of ISGEC HITACHI
ZOSEN LIMITED (“the Company”) as of March 31, 2016 in conjunction with our audit of the
standalone 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 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”. These responsibilities include the design, impiementation
and maintenance of adequate internal financial controls that were operating effectively for
ensuring the orderly and efficiant conduct of its business, including adherence to company’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 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 ICAl'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.

Our audit of internal financial controls over financial repcrting included cbtaining an
understanding of internal financial controls cver 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
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auditor’s judgement, 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 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 reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those
policies and procedures that:

a) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company;

b) 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 authorisations of management and directcrs of the company; and

c) provide reasonable assurance regarding prevention or timely detection of
unauthorised acquisition, use, or disposition of the company's assets that could have
a material effect on the 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 finarcial 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.

Opinion

In our opinion, the Company has, in all material respects, an adequate internal financial
controls system over financial reporting and such internal financial controls over financial
reporting were operating effectively as at March 31, 2016, based on “the internal control over
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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”.

For S S Kothari Mehta & Co
ered Accountants
's Registration No. 000756N
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Isgec Hitachi Zosen Limited
CIN: U28123HR2012PLC045430
Balance Sheet as at 31st March, 2016

(Rs in lacs)
Particulars Note No. As at 31.03.2016 As at 31.03.2015
. EQUITY AND LIABILITIES
(1) Shareholders' Funds
(a) Share Capital 1 10,000.00 10,000.00
(b) Reserves and Surplus 2 637.53 (512.85)
10,637.53 9,487.15
(2) Non-current Liabilities
(a) Long Term Borrowing 3 926.70 1,390.056
(b) Other Long-term Liabilities 4 15.12 11.25
(c) Long- term Provisions 5 186.83 137.09
1,128.65 1,538.39
(3) Current Liabilities
(a) Short Term Borrowing 6 963.95 8,939.61
(b) Trade Payables 7 1,626.77 2,082.00
(c) Other Current Liabilities 8 12,441.69 7,274.02
(d) Short-term Provisions 9 348.26 171.13
16,380.67 18,466.76
Total 27,146.85 29,492.30
Il. ASSETS
(1) Non-current Assets
(a) Fixed Assets
(i) Tangible Assets 10 3,073.03 2,792.87
(ii) Intangible Assets 1" 31.30 37.79
3,104.33 2,830.66
(b) Deferred Tax Assets (Net) 12 124.78 592.14
(c) Long-term Loans and Advances 13 33.88 19.95
(d) Other Non-current Assets 14 761.17 332.79
4,024.16 3,775.54
(2) Current Assets
(a) Inventories 15 14,553.19 11,003.09
(b) Trade Receivables 16 4,955.99 10,717.23
(c) Cash and Bank Balances 17 1,391.90 771.62
(d) Short-term Loans and Advances 18 2,122.95 3,186.53
(e) Other Current Assets 19 98.66 38.29
23,122.69 25,716.76
Total 27,146.85 29,492.30
Notes to the financial statements 1t042

The Notes referred to above form an integral part of the financial statements

il
- (D e
S ar Bkajesh Kr. Rai
anager & CFO

Chief Operating Officer
©/Alshd Ran

ﬁn—imin’gehalt of the Board;of Directors «

ey TR

( S -

As per our report of even date.

. Kothari Mehta & Co.
d Accountants
gistration No.000756N

CA.K.K. Tulshan
Partner
M.No.085033

Hidepki Horiuchi
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DIN: 07033748

Sanjay Gulati
Managing Director
DIN: 05201178
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Isgec Hitachi Zosen Limited

CIN: U28123HR2012PLC045430
Statement of Profit and Loss for the year ended 31st March 2016

(Rs in lacs)
Note No. Year ended Year ended
Particulars 31.03.2016 31.03.2015
I. Revenue from Operations 20 29,662.49 33,675.99
Less Excise Duty 1,719.33 393.57
27,943.16 33,282.42
Il. Other Income 21 85.07 63.60
lll. Total Revenue 28,028.23 33,346.02
V. Expenses:
(a) Cost of Material Consumed 22 15,995.49 14,361.99
(b) Changes in Inventories of Finished Goods,
Work - in - Progress and Stock - in - trade & (3.803.12) 3.583.84
(c) Employee Benefits Expenses 24 2,672.71 2,251.66
(d) Financial Costs 25 887.28 784.19
(e) Depreciation 472.87 298.38
(f) Other Expenses 26 10,269.45 10,614.68
Total Expenses (IV) 26,394.68 31,894.72
V. Profit/ (Loss) before Tax (lil-IV) 1,633.55 1,451.29
VI. Tax Expense:
(a) Current Tax 27 338.38 295.00
Less- MAT Credit Entitlement -338.38 -295.00
(b) Deferred Tax 12 467.37 321.93
(c) Previous Year Tax 15.80 -
483.17 321.93
VIl Profit/ (Loss) after Tax for the year (V-VI) 1,150.38 1,129.37
VIll Basic /Diluted earning per share of Rs. 10 Each (Rs.) 28 1.15 1.13
Notes to the Financial Statements 1to 42
The Notes referred to above form an integral part of the financial statements
As per our report of even date. W
I} o
For. S,S. Kothari Mehta & Co. Brajesh Kr. Rai
Chatfated Accountants Manager & CFO Chief Operating Officer

CA.K.K. Tulshan
Partner
M.No0.085033

Place: Nd Mﬂ“
Dated:qu; Hgyﬂfg“’
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M.No.A39007

For and on behalf of the Board of Direc
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Isgec Hitachi Zosen Limited-
CIN: U28123HR2012PLC045430
Cash Flow Statement for the year ended 31st March, 2016

(Rs in lacs)
Partlculars Year ended Year ended
31.03.2016 31.03.2015
A. Cash flow from Operating activities:
Net (loss)/profit before tax but after exceptional 1,633.55 1,451.29
/extraordinary items
Adjustments for:
Depreciation 472.87 298.38
Interest Expense 887.28 784.19
Interest and other Income (79.66) (63.60)
Profit on Sale of Fixed Assets (1.62) -
Liability no longer required written back - (72.43)
Operating profit before working capital changes 2,912.42 2,397.83
Ad)ustments for changes in working capital :
- (Increase)/Decrease in Trade Receivables 5,761.24 (9,994.54)
- (Increase)/Decrease in Other Receivables 576.29 (120.92)
- (Increase)/Decrease in Inventories (3,550.10) 6,307.20
- Increase/(Decrease) in Trade, Other payable 4,876.00 (5,175.99)
Cash generated from operations 10,575.85 (6,586.41)
- Taxes (Paid) / Received (Net of TDS) 60.64 254.67
Net cash from operating activitles 10,636.49 {6,331.75)
B. Cash flow from Investing Activities
Purchase of fixed assets (750.97) (1,788.75)
Sale of Fixed Assets 6.06 -
Interest Received (Revenue) 64.27 83.18
Net cash used in investing activities (680.65) (1,705.57)
C Cash flow from Financing activities:
Proceeds/(Repayment) of Equity Share Capital
Proceeds/(Repayment) from Secured loans (8,439.02) 7,348.37
Interest and other Borrowing cost Paid (896.53) (784.19)
Net cash used in financing activities (9,335.55) 6,564.18
Net Increase/(Decrease) in Cash & Cash Equivalents 620.28 (1,473.14)
Cash and cash equivalents as at 31.03.2015 771.62 2,244.76
Cash and cash equlvalents as at 31.03.2016 1,391.90 771.62
Cash and cash equivalents comprise
Cash, Cheques & Drafts (in hand) and Remittances 0.48 0.59
in transit
Balance with Scheduled Banks :
Current Accounts 164.39 50.05
Term Deposit & Margin Money with Banks (against 1,227.03 720.97
Bank Guarantees & Letter of Credit issued by Bank)
1,391.90 771.62

Notes :

1  The above Cash flow statement has been prepared under the indirect method set out in

Accounting Standard - 3 .
2  Figures in brackets indicate cash outgo.

3 Previous year figures have been regrouped and recast wherever necessary to conform to

oA

the current year classification.

As per our report of even date.

ﬂ Kothari Mehta & Co. umar Brajesh Kr. Rai
gred Accountants Manager & CF{a-. Chief Operating Officer
dlistration No.000756N “Qvi
CA.K.K. Tulshan Aasha Rani
Partner Company Secretary
M.No.085033 M.No0.A39007

Place: '\lhﬂ—\lu\/\
Dated q‘uﬁ N@S,B{(o )
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 1 Share Capital

Particulars As at 31.03.2016 As at 31.03.2015
Number of (Rs in lacs) Number of (Rs in lacs)

shares shares

Authorized

Equity shares of Rs.10 each with voting rights 110,000,000 11,000 110,000,000 11,000

Issued

Equity shares of Rs.10 each with voting rights 100,000,000 10,000 100,000,000 10,000

Subscribed and Fully Paid-up

Equity shares of Rs.10 each with voting rights 100,000,000 10,000 100,000,000 10,000
100,000,000 10,000 100,000,000 10,000

Notes:

(a) The rights, preferences and restrictions attached to each class of shares including restrictions on the
distribution of dividends and the repayment of capital are as under:

The Company has only one class of equity shares having a par value of Rs, 10 per share. Each share holder is
entitted to one vote per share. During the year ended 31st March 2016, the dividend per share recognised as
distribution to equity holders is Nil. The total dividend appropriation for the year ended 31st March 2016 amounts
to Nil. In the event of the liquidation of the company, the holders of the equity shares will be entitled to receive the
remaining assets of the company, after distribution of all the preferential amounts. The distribution will be in proportion
to number of equity shares held by each of the equity share holders. There are restrictions and conditions attached
to transfer of shares in accordance with joint venture agreement dated 13th February 2012.

(b) Reconciliation of the number of shares and amount outstanding at the beginning and at the end of the
reporting year :

Particulars As at 31.03.2016 As at 31.03.2015
Number of (Rs in lacs)| Number of (Rs in lacs)
shares shares

Equity shares outstanding at the beginning of the 100,000,000 10,000 100,000,000 10,000

year

Add: Issued during the year - -

Less: Shares bought back - - - -

Equity shares outstanding at the end of the 100,000,000 10,000 100,000,000 10,000

year

(c ) Detail of Shares held by Holding Company:

Name of the Holding Company As at 31.03.2016 As at 31.03.2015
Number of % Holding in Number of % Holding in
shares held | that class of | shares held | that class of
Isgec Heavy Engineering Limited 51,000,000 51% 51,000,000 51%

ISGEC Hitachi Zosen Limited is a Joint Venture between Isgec Heavy Engineering Limited, India and Hitachi Zosen
Corporation, Japan vide Joint Venture agreement dated 13th February, 2012. However, it is treated as a subsidiary of
Isgec Heavy Engineering Limited in view of the definition provided in the Companies Act, 2013 and as per guidance in
the Accounting Standard (AS) 27 - 'Financial Reporting of Interests in Joint Ventures' notified under the Companies

(Accounting Standards) Rule, 2006,

(d) Detail of Shares held by each shareholder holding more than 5% Shares:

Class of shares/Name of the shareholders: As at 31.03.2016 As at 31.03.2015

Number of % Holding in Number of % Holding in
that class of that class of
shares held shares shares held shares

Equity shares with voting rights

() lsgec Heavy Engineering Limited, India and 51,000,000 51% 51,000,000 51%

its nominees

(ii) Hitachi Zosen Corporation, Japan and its 49,000,000 49% 49,000,000 49%

nominees

Page 4




Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 2 Reserves and Surplus

(Rs in lacs)
Particulars A at £ at
31.03.2016 31.03.2015
Surplus(+)/Deficit(-) in Statement of Profit and Loss
Opening balance of profit and loss A/c (612.85) (1642.22)
Surplus(+)/Deficit(-) during the Year 1150.38 1129.37
Total 637.53 (5612.85)

Page 5




Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 3 Long Term Borrowings

{ Rs in lacs)
. As at As at
Particulars 31.03.2016 | 31.03.2015
Bank borrowing-Term loan-ECB ( Secured )(Refer note 3.1 Below) 926.70 1,390.05
Total 926.70 1,390.05
Note 3.1 Detail of Term Loans from Banks: ( Rs in lacs)
Initial Loan Rate of
Loan [Outstanding as at| Current maturity Long Term Term of Repayment Security
Interest
Amount 31.03.16
1853.4 1,390.05 463.35 926.70 11.20%| Repayble in quarterly (a) First charge on Plant and
installments of Rs.115.84 Lacs  |Machinery exclusively/
each. specifically procured by utilizing
above said loan amount.
(b) The corporate guarantee of
Isgec Heavy Engineering Limited.
Note 4 Other Long Term Liabilities
( Rs in lacs)
i As at As at
FBRICulars 31.03.2016 | 31.03.2015
Deposits from Employees (under Car Loan Scheme) 14.12 11.25
Security Deposits received. 1.00 ¥
Total 15.12 11.25
Note § Long Term Provisions
{ Rs in lacs)
Particul As at As at
Sticulars 31.03.2016 31.03.2015
(1) Provision for Employee Benefits:
(a) Provision for Pension (unfunded ) 33.78 33.85
(b) Provision for Leave Encashment (unfunded) 109.07 81.53
(1) Others
(a) Provision after sale service 43.98 21.71
Total 186.83 137.09
Note 5.1 Movement of provision for Liabilities
Disclosure in terms of Accounting Standard AS - 29 on Provisions, Contingent
Liabilities and Contingent Assets:-
Particulars As at As at
31.03.2016 31.03.2015
(A) Movement of provision for Performance
Warrantios / After Sales Services
(i) Opening Balance 35.80 4.33
(ii) Provided for during the year 131.95 31.53
(iii) Used during the year 35.80 0.07
(iv) Reversed during the year : -
Closing Balance 131.95 35.80
Break up of Closing Balance
Long term provisions 43.98 21.71
Short term provisions 87.97 14.09

(B) TimIng of outflow/uncertainties

Outflow will happen as and when
claims are made by customers.
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 6 Short-term Borrowing

( Rs in lacs)
. As at As at
Particulars 31.03.2016 | 31.03.2015
a) Secured
(i) Cash Credit from Banks 963.95 8,939.61
Total 963.95 8,939.61

Details of Securities offered for above short term Borrowing -

1.) Secured against first pari-passu charge on current assets of the Company,

both present and future.

2.) First Pari-Passu charge on Plant and Machinery of the Company (excluding
machinery exclusively/specifically charged to other lender) both present and
future.

3.) Corporate Guarantee of Isgec Heavy Engineering Limited.

4.) Rate of interest ranging from 10.25% to 10.75% p.a.
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 7 Trade Payables

( Rs in lacs]
As at As at
Particulars 31.03.2016 | 31.03.2015
(a) To Micro & Small Enterprises 36.81 56.11
(b) To Other than Micro & Small Enterprises 825.48 1,344.86
(c) To Isgec Heavy Engineering Ltd (Related Part -refer note 31.1(F)) 233.82 38.93
(d) To Hitachi Zosen Corporation, Japan (Related party - refer note 31.1(F)) 530.66 642.10
Total 1,626.77 2,082.00
Note 7.1 Trade Payables to Micro and Small Enterprises
(Rs in lacs
. As at As at
Particulars 31.03.2016 | 31.03.2015
a) Amount remaining unpaid to any supplier
Principal Amount 36.81 56.1°
Interest due thereon Nil N
b) interest paid under Micro, Small and Medium Enterprises Nil N
(Development) Act, 2006
¢) Interest due (Other than (b) above) Nil N
d) Interest accrued and unpaid Nil N
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 8 Other Current Liabilities

(Rs in lacs,
Particulars st i
31.03.2016 31.03.2015
a) Current Maturities of long -term debt
(i) External Commercial Borrowing (Refer note 3 ) 463.35 463.35
(b) Interest accrued but not due on borrowings 29.43 38.67
(c) Advance from Customers (unrelated) 5,6561.59 2,579.89
(d) Advance from Customers (related)
-Hitachi Zosen Corporation, Japan (Related party - Refer note -31 HG)) 5,195.92 2,893.71
-Isgec Heavy Engineering Ltd.(Related party - Refer note -31 1G)) 138.74 -
(e.) Statutory remittances 84.10 118.12
(f) Payables to Employees 167.04 185.31
(9) Supplier of Capital goods. 13.08 55.84
(h) Other Liabilities
- Stale Cheque 6.03 2.94
-Expenses Payable 792.40 936.19
Total 12,441.69 7,274.02
Note 9 Short-term Provisions
( Rs in lacs)
. As at - As at
Particulars 31.03.2016 | 31.03.2015
(1) Provision for Employee Benefits:
(a) Provision for Leave Encashment (unfunded ) 7.38 3.43
(b) Provision for Pension (unfunded ) 211 414
(c ) Provision for Gratuity (funded) 39.05 14.13
() Others
(@) Provision for after sale service 87.97 14.09
(b) Provision of Income tax {Net of Advance tax and TDS Rs.130.79 Lacs (previous 211.76 135.34
year Rs. 110.02 Lacs )}
Total 348.26 171.13
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Isgec Hitachi Zosen Limited

Notes on Financial Statements

Note 12 Deferred Tax

The Company estimates the Deferred tax (charge)/ credit for the year using the applicable
tax rate based on timing differences between book and tax profits/loss. Deferred tax
assets on account of unabsorbed losses & unabsorbed depreciation are recognised to the
extent there is virtual certainty of realising such assets against future taxable income.

(Rs. In Lacs.)

As at Credit / (Charge) As at
Elementiof Deferred Tiax 31.03.2015 | during the year | 31.03.2016
Depreciation (216.50) (1.99) (218.48)
Other Timing Differences 36.44 8.91 45.34
Business Loss /Unabsorbed
Depreciation 772.21 (474.29) 297.92
Net Deferred Tax Assets 592.14 (467.37) 124.78

o)

§ A
SD40r o
<ACCOUT
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 13 Long-term Loans and Advances

(Rs in lacs)
Particulars As gt ol
31.03.2016 31.03.2015
Unsecured considered good
(a) Security Deposits 0.23 0.23
(b) Loan and advances to Employees 33.65 19.72
Total 33.88 19.95
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 14 Other Non-current Assets

(Rs in lacs)

] As at As at

Particulars 31.03.2016 | 31.03.2015
Unamortised Preliminary Expenses 0.00 11.37
Fixed deposit with Bank with more than 12 months maturity period 116.79 26.43
(Refer Note 17)
Minimum Alternate Tax Credit entitlement 633.38 295.00
Capital Advance 11.00 -

Total 761.17 332.79
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 15 Inventories

(Rs in lacs)
. As at As at
RAcwSe 31.03.2016 | 31.03.2015
Raw Materials 2,111.50 2,354.01
Stores and Spares 77.49 97.76
Material Under Inspection/ in Transit 221.10 211.34
Work-in-Progress :
- Engineering Goods 12,143.10 8,339.98
Total 14,553.19 11,003.09
Note 16 Trade Receivables
(Rs in lacs)
Particulars i g
31.03.2016 31.03.2015
Trade receivables outstanding for a period more than six
months from the date they are due for payments:
Unsecured, considered good - Others. 32.63 5.03
Trade receivables outstanding for a period less than six
months from the date they due for payments:
Unsecured, considered good-Isgec Heavy Engineering Ltd.
(Refer Note -31.1 ('E)) 513.31 19.24
Unsecured, considered good-Hitachi Zosen Corporation-(Refer
Note 31.1 (E)) 13.90 3,654.36
Unsecured, considered good-Others 4,396.15 7,038.60
Total 4,955.99 10,717.23
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 17 Cash and Bank Balances

(Rs in lacs)

. As at As at
Farichians 31.03.2016 31.03.2015
a) Cash and Cash equivalents
i) Cash in hand 0.48 0.59
ii) Balance with Banks:
In Current and Cash Credit Accounts 164.39 50.05
164.87 50.65
b) Other Bank Balances
(i) In Fixed Deposits Accounts (Refer Note 17.1(a) 1,343.82 720.97
Less: Maturing after one year of Balance Sheet date
(Refer Note 14) 116.79
1,227.03 720.97
Total 1,391.90 771.62
Note 17.1 Fixed Deposits With Banks
(Rs in lacs)
Particulars - As at
31.03.2016 31.03.2015
a) Under Lien
i) Maturing within 3 months from date of deposit (Classified 70.47 355.58
as other bank balances)
ii) Maturing after 3 months from date of deposit but within one
year of Balance Sheet date (Classified as other bank 1,139.29 365.39
balance)
i} Maturing after one year of Balance Sheet date (Classified
as non current asset) 116.79
iv) Margin Money 17.27
Sub Total 1,343.82 720.97
Total 1,343.82 720.97
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 18 Short Term Loans and Advances

(Rs in lacs)
X As at As at
Particulars 31.03.2016 31.3.2015
Unsecured considered good
Loans and Advances to Employees 98.46 14.27
Balances with Government Departments and Others 1,625.43 1,888.15
Prepaid Expenses 18.51 16.96
Advance to Suppliers 480.55 1,077.47
Export incentive receivable A/c - 189.67
Total 2,122.95 3,186.53]
Note 19 Other Current Assets
(Rs in lacs)
Particulars A 5 ot
31.03.2016 31.3.2015
Interest accrued but not due on Deposits 42.32 26.93
Unamortised Preliminary Expenses 11.37 11.37
Others:
- Others Misc . Assets 44.98 -
Total 98.66 38.29
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 20 Revenue from operations

(Rs in lacs)
. Year ended Year ended
Particulars 31.03.2016 | 31.03.2015
Sale of products 24,603.19 9,629.58
Export sale of Manufactured goods. 3,708.33 22,292.83
Store sale 16.32 3.56
28,327.84 31,925.97
Less Excise Duty 1,719.33 393.57
Sub Total 26,608.51 31,532.40
Job work /Site work services 146.59 95.00
Receipt from other Services 10.00 10.00
Other operating revenues (Refer Note 20.2 below) 1,178.06 1,645.02
Total 1,334.65 1,750.02
Sub Total 27,943.16 33,282.42
Note 20.1 Sale of products (net of excise duty)
(Rs in lacs)
Particul Year ended Year ended
arficulars 31.03.2016 | 31.03.2015
Heat Exchanger,Pressure Vessel ,Coke Durms,Reactor etc. 26,592.19 31,528.84
Total 26,592.19 31,528.84
Note 20.2 Other operating revenue
(Rs in lacs)
. Year ended Year ended
Particulars 31.03.2016 | 31.03.2015
Foreign exchange fluctuation gain (Net) 120.78 1,043.73
Scrap and Waste Sale {Net of excise duty (current year Rs. 364.52 318.96
44.74 Lacs and Previous year 38.63 lacs)}
Excess provision written back. 375.97 72.43
Extra claim received (Export) 306.21 -
Miscellaneous Income 10.58 20.23
Export incentive receivable - 189.67
Total 1,178.06 1,645.02
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 21 Other Income

(Rs in lacs)
] Year ended Year ended
Particulars 31.03.2016 31.03.2015
Interest Income
- On Bank Deposits 76.35 61.95
- Other Interest 3.31 1.65
Other Misc. Receipts 1.62 B
Insurance claim receipt 3.79 -
Total 85.07 63.60
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 22 Cost of Materials, Components, Stores and Spares Consumed

(Rs in lacs)
. Year ended Year ended
Paticulars 31.03.2016 31.03.2015
Raw Materials & Components 15,980.48 14,257.92
(Refer Note 22.1 & 22.2(i))
Consumption of Stores and Spares 156.01 104.07
(Refer Note 22.2(ii))
Total 15,995.49 14,361.99
Note 22.1 Details of Raw Materials and Components Consumed
(Rs in lacs)
Particulars Year ended Year ended
31.03.2016 31.03.2015
iron and Steel 6533.15 6,069.51
Components and other items issued for Jobs 9447.33 8,188.41
Total 15,980.48 14,257.92

Note 22.2 Analysis of Material Consumed

(Rs in lacs)
Particulars Year ended 31.03.2016 Year ended 31.03.2015

% Value % Value

i) Raw Materials & Components
Imported 71.43% 11,414.89 62.20% 8,868.63
Indigenous 28.57% 4,565.59 37.80% 5,389.29
Total 100.00% 15,980.48 100.00% 14,257.92

ii) Stores & Spares

Indigenous 100.00% 15.01 100.00% 104.07
Total 100.00% 15.01 100% 104.07
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Isgec Hitachi Zosen Limited

Notes on Financial Statements

Note 23 Changes in Inventories of Finished Goods, Work - in - Progress and

Stock - in - trade

(Rs in lacs)
Particulars Year ended Year ended
31.03.2016 31.03.2015
Opening stock
Work - in - Progress 8,339.98 11,923.81
Total 8,339.98 11,923.81
Closing stock
Work - in - Progress 12,143.10 8,339.98
Total 12,143.10 8,339.98
Net increase (-) /decrease(+) (3,803.12) 3,583.84
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 25 Finance Costs

(Rs in lacs)

. Year ended Year ended

i —— 31.03.2016 | 31.03.2015
Interest Expenses 658.89 620.76
Interest on External Commercial Borrowings 184.59 131.19
Bank Borrowing cost 43.80 32.24
Total 887.28 784.19
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 26 Other Expenses

(Rs in lacs)
. Year ended Year ended
Fargculans 31.03.2016 | 31.03.2015
Power & Fuel 742.95 1,113.58
Other Manufacturing Expenses 3,493.20 4,100.34
Lease Rent -(Note 35.1) 2,836.35 2,749.80
Repairs to:
-Machinery 168.67 161.01
-Building 25.06 25.45
-Others 5.28 5.71
Insurance 38.34 46.73
Rates and Taxes 9.30 8.15
Swachh Bharat Cess 16.52 -
Brokerage and Commission 645.53 119.25
Bank Charges 165.20 70.83
Electricity and Water Charges 45.39 47.03
Advertisement and Business promotion expenses. 3.74 1.98
Office & Miscellaneous expenses 389.12 456.13
Preliminary Expenses written off 11.37 11.37
-Statutory audit fees 1.00 1.00
Packing, Forwarding and Transportation Expenses 1,046.75 964.22
Design & Technical Services 95.72 465.40
Travelling Expenses 340.37 266.69
Loss on Export Incentive 189.56 -
Total 10,269.45 10,614.68
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 27 Current Tax

(Rs in lacs)

. Year ended Year ended

Particulars 31.03.2016 | 31.03.2015
Current Income Tax 338.38 295.00
Minimum Alternate Tax entitlement (338.38) (295.00)

Current Tax Balances

Note 28 Earning Per Share

In accordance with Accounting Standard (AS-20) on ‘Earnings Per Share’ the following
table reconciles the numerator and denominator used to calculate Basic and Diluted

Earnings Per Share:

Particul Year ended Year ended
anjeulars 31.03.2016 | 31.03.2015
a) Net Profit/(Loss) available to Equity 1,1560.38 1,129.37

Shareholders (Rs. in lacs)
b) Number of Equity Shares outstanding during the

year for the purpose of calculation of Earning

Per Share 100,000,000 100,000,000
c) Nominal value of Equity Shares (in Rs.) 10.00 10.00
d) Basic & Diluted Earning per Share (In Rs.) 1.15 1.13
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 29 Contingent Liabilities & Commitments.

Particular a8, at ASKa
31.03.2016 31.03.2015
(Rs in lacs) (Rs in lacs)
| Contingent Liabilities:
Guarantees furnished by the Bankers on behalf of the Company and 5,432.55 3,524.27
counter indemnity furnished by the Company to Bankers for the same
amount.
Il Bonds executed in favour of President of India against EPCG license 21,468.11 15,854.71
and advance authorization.
Il Other Contingent Liability
Disputed Case with Central Excise 49.56 -
Others 20.00 23.55
C/H- Form oytstanding 305.56 102.51
IV Letters of Credit outstanding at year end 9,903.05 3,255.45

Note 30 Segment Reporting

(@)

(b)

Primary Segment

The Company operates in only one segment of engineering business which comprises of production and
sales of Engineering Equipments, identified in accordance with principle enunciated in Accounting
Standard AS-17, Segment Reporting . Hence, separate segment information is not applicable.

Secondary Segment

The Segment Revenue in the geographical segments considered for disclosure is as follows:

(i) Revenue within India includes sales to customers located within India and earnings in India.

(i) Revenue outside India includes sales to customers located outside India and earnings outside India.

The required disclosure is as follows:-
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Isgec Hitachi Zosen Limited

Notes on Financial Statements

Information about Secondary Business Segments

(Rs. In Lacs)
2015-16 201415
Description India Outs_lde Total India Outs_lde Total
india India
(i) Revenue by Geographical market 24 013.68 4,014.54 28,028.23 | 9,236.01 22,292.83 31,528.84
(ii) Carrying amount of Segment assets 27,132.95 13.90 27,146.85| 23,520.95 5,971.35 29,492.30
(iii) Addition to fixed assets 750.97 . 750.97 2,824.42 - 2,824.42

Note 31 Related Party Transactions

In accordance with the Accounting Standard on “Related Party Disclosures” (AS-18), the disclosures in respect of

Related Parties and Transactions with them, as identified and certified by the Management, are as follows:

Description and Name of Related Parties
Holding Company

Investing Company

Entities over which Directors and their relatives
can exercise significant influence

Key Management Personnel
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Name

Isgec Heavy Engineering Limited, India
Hitachi Zosen Corporation , Japan

Hitachi Zosen India Pvt. Limited

Mr. Sanjay Gulati (Managing Director)
Mr. Shailesh Kumar (CFO)

Mr.Lokesh Taneja (Company Secretary)
Resigned on 07.05.2015)

Mr. Bhupal Singh (Company Secretary)
(Period 05.05.2015 to 08.08.2015)

Mr. Manish Dixit (Company Secretary)
(Period18.11.2015 to 31.03.2016)
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Isgec

Hitachi Zosen Limited

Notes on Financial Statements

Note 32

321

32.2

Note 33

Note 34

Note 35

(Rs in Lacs)
Lease Rent Charges 2015-2016 2014-2015
The Company has taken equipments, plant & machinery and
other movable assets under non cancellable operating lease in
accordance with Accounting standard (AS-19) on 'leases ', the 2,836.35 2,749.80
lease rent charged to statement of profit and loss for the year:
The Company has taken equipments, plant & machinery and
other movable assets under non cancellable operating lease.
In accordance with Accounting standards (AS-19) on 'leases
disclosure' of the future minimum lease rent to be paid under
non cancellable operating leases in the aggregate and for
each of the following periods.
Future minimum lease payments
a) not fater than one year 2,835.00 2,830.00
b} later than one year and not later than
five years 11,340.00 11,320.00
¢) later than five years 2,835.00 5,660.00
Total 17,010.00 19,810.00
(Rs in Lacs)
Value of Imports on C.I.F. Basis: 2015-2016 2014-2015
Raw Materials 9,229.42 6,827.47
Components & Consumables 1,618.97 227.26
Capital Goods 415.66 274.01
Total 11,264.05 7,328.74
Earnings in Foreign Exchange:
Export of Goods & Services on F.O.B basis 4,041.63 22,002.69
Expenditure in Foreign Currency (Accrual Basis)
Travelling Expenses 140.16 7.48
Consultancy/Technical services 94.82 498.89
Brokerage and Commission. - 106.01
ECB Loan interest 58.28 61.91
Others 0.52 27.03
Total 293.79 701.32
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Isgec Hitachi Zosen Limited
Notes on Financial Statements

Note 36 Dividend paid in foreign currency

(Rs in lacs)
Particulars 2015-16 2014-15
Dividend Paid in foreign currency Nil Nil
No. of Equity Shares held by Non Resident Shareholders including 49,000,000.00| 49,000,000.00
nominees
No. of Non Resident Shareholders including nominees 4 4

Note 37 Foreign Currency Exposures :

The Company had entered into swaps/forward contracts which are not intended for trading or speculative
purposes but for hedge purposes, to establish the amount of reporting currency required or available at the
settlement date of certain payables and receivables.

As at As at
Particular 31.03.2016 31.03.2015

(Rs in lacs) (Rs in lacs)

a) The particulars of forward contracts entered into hedging
purpose outstanding as at year end are as under:

- For receivables 13.90 5,898.21

- For Loans. 1,390.05 1,853.40

- For payable to Suppliers 476.74 579.86
b) Unhedged foreign currency exposures as at year end are as

under:

- Payables for Supplier/Service 63.78 111.23

- Receivable from customers - 669.84

Note 38 Previsous year figures have been regrouped/recast wherever considered necessary to confirm to
current year classification.

Note 39 During the year, Company has not provided any loan and advances in the nature of loan to
firms/companies in which directors are interested.

Note 40 One Store building costing Rs. 31.15 Lacs has been constructed on lease hold property of Isgec
Heavy Engineering Limited (Holding Company) and depreciation on the building has been
charged as per Schedule Il of Companies Act, 2013, by considering that the lease agreement is a
renewable contract.
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Note 41.

Note 42.

i)

Isgec Hitachi Zosen Limited

Notes to the Financial Statements as at and for the year ended
31st March 2016

Overview

ISGEC Hitachi Zosen Limited (the 'Company') is a heavy engineering Company and is engaged
in manufacturing of all types of Industrial Pressure Vessels, Heat Exchanger, Reactors
(excluding nuclear reactors), Boilers and related Critical Equipment for Customers in India and
abroad having principal place of business at 13 B, Dahej GIDC, Tal-Vagra, District Bharuch,
Guijarat (India)

Significant Accounting Policies

Basis of Preparation_of Financial Statements

The financial statements of the Company are prepared under the historical cost convention and
in accordance with applicable Accounting Standards notified by Companies (Accounting
Standards) Rules, 2006, (as amended) and the relevant provisions of the Companies Act, 2013.
The Company follows mercantile system of accounting and recognises income and expenditure
on accrual basis to the extent measurable and where there is certainty of ultimate realisation in
respect of income. Accounting policies not specifically referred to otherwise, are consistent and
in consonance with the generally accepted accounting principles.

Preliminary Expenses

All expenses prior to commencement of commercial operations are aggregated as preliminary
expenses. These are to be amortized and over a period of 5 financial years on commencement
of commercial operations.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent liabilities at the date of the
financial statements and the results of operations during the reporting period. Although these
estimates are based upon management's best knowledge of current events and actions, actual
results could differ from these estimates. Difference between the actual results and estimates
are recognised in the period in which the results are known.
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vi)

vii)

Isgec Hitachi Zosen Limited

Inventories

Raw Materials, Stores & Spares are valued at lower of weighted average cost or net realisable
value. However items held for use in the production are not valued below cost if the finished
goods in which these will be incorporated are expected to be sold at or above cost.

Work-in-Progress and Finished Goods are valued at lower of cost or net realisable value.

Cost in case of finished goods and work-in-progress includes material cost and applicable direct
manufacturing and administrative overheads. Value of finished stock is inclusive of excise duty
(if any).

Net realizable value is the estimated selling price in the ordinary course of business less
estimated costs of completion and estimated costs necessary to make the sale.

Fixed Assets

a) Tangible Assets.

Tangible assets are stated at their costless accumulated depreciation and accumulated
impairment, if any. The cost of an asset comprises its purchase price and any directly
attributable cost of bringing the asset to working condition for its intended use and is net of
recoverable duties. Capital spares directly attributable to the fixed assets are capitalised with the
related assets.

b) Intangible Assets

Intangible assets are recognised on the basis of recognition criteria specified in Accounting
Standard AS-26.

Costs incurred on acquisition of specialised software & technical know how are capitalised.

Intangible assets are stated at cost of acquisition less accumulated amortisation and
accumulated impairment losses, if any.

Depreciation and Amortization

Depreciation is provided on fixed assets at the rates and in the manner prescribed in Schedule Il
to the Companies Act, 2013 as per Written down Value method except in respect of certain Plant
& machinery which are depreciated as per Straight Line method. Capital Spares directly
attributable to the specific fixed assets are depreciated with the cost of the assets.

Assets costing not more than Rs.5,000/- are fully depreciated in the year of their acquisition.
Intangible assets are amortised over a period not exceeding ten years on a straight line basis as
per Accounting Standard — 26 on Intangible Assets.

Revenue Recognition

Revenue is recognised in case of traded & manufactured products on despatch of goods from
the factory/other locations when substantial risks & rewards of ownership are transferred to the
buyer.
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viii)

Isgec Hitachi Zosen Limited

Revenue in case of erection & commissioning jobs carried out is recognised on stage of
completion as per the terms of related agreements / job orders.

Insurance Claims, export incentives, escalation, etc. are accounted for as and when the
estimated amounts recoverable can be reasonably determined as being acceptable to the
concerned authorities / parties.

Interest income is recognised on a time proportion basis taking into account the amounts
outstanding and the rate applicable.

Foreign Currency Transactions

a) Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the
foreign currency amount the exchange rate between the reporting currency and the foreign
currency on the date of the transaction.

b) Conversion

Foreign currency monetary items are reported using the closing rate. Non-monetary items
which are carried in terms of historical cost denominated in a foreign currency are reported
using the exchange rate at the date of the transaction; and non-monetary items which are
carried at fair value or other similar valuation denominated in a foreign currency are reported
using the exchange rates that existed when the values were determined.

c) Exchange Differences

Exchange differences arising on the settlement of monetary items not covered above, or on
reporting such monetary items of company at rates different from those at which they were
initially recorded during the year, are recognized as income or as expenses in the year in
which they arise.

Employee Benefits

As per AS-15 notified by Companies (Accounting Standards) Rules, 2006, (as amended) the
provision for employee benefits is charged on accrual basis as under:

a) Provident Fund

The contributions are deposited in the Recognized Provident Fund accounts operated by
the Regional Provident Fund Commissioner under the Employees Provident Fund and
Miscellaneous Provisions Act 1952, on the basis of services rendered by the employees
and is expensed as and when incurred.

b) Gratuity
The Company operates a Gratuity Fund Trust which in turn has taken Group Gratuity

cum Life Assurance policy with the Life Insurance Corporation of India for all the
employees. Provision for liability on account of gratuity being defined benefit plan, is
determined as per actuarial valuation and charged to statement of Profit & Loss.

C) Leave Encashment
Provision for leave encashment is made in respect of eligible employees as per actuarial
valuation done at the balance sheet date.
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xi)

xii)

xiii)

Isgec Hitachi Zosen Limited

d) Pension
Liability on account of pension payable to employees transferred from ISGEC Heavy
Engineering Limited covered under that Company's erstwhile pension scheme has been
accounted for on accrual basis.

Leases

The Company has taken Equipments, Plant and machinery and other movable assets under
non-cancellable operating lease and payment made for the same is charged to statement of
Profit and Loss Account. Payments made under for other assets are charged to statement of
Profit & Loss as per respective lease agreements.

Borrowing Costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use are capitalized as
part of the cost of the respective asset. All other borrowing costs are expensed in the period they
occur. Borrowing costs consist of interest and other costs incurred in connection with the
borrowing of funds.

Earnings per Share

Basic earnings per share are calculated by dividing the net profit or loss for the period
attributable to equity shareholders by the weighted average number of equity shares outstanding
during the period.

For the purpose of calculating diluted earnings per share, the net profit or loss for the period
attributable to equity shareholders and the weighted average number of shares outstanding
during the period are adjusted for the effects of all dilutive potential equity shares.

Taxation

Tax Expense/ (Tax Saving) is the aggregate of current year tax and deferred tax charged (or
credited) to the statement of Profit and Loss for the year in accordance with Accounting
Standard- 22- “Accounting for Taxes on Income” notified by Companies (Accounting Standards)
Rules, 2006 and measured at the tax rates that have been enacted or substantively enacted by
the balance sheet date.

a) Current Year Charge

The provision for taxation is based on assessable profits (if any) of the Company as determined
under the Income Tax Act, 1961.

b) Deferred Tax

In accordance with Accounting Standard AS-22 ‘Accounting for Taxes on Income” notified by
Companies (Accounting Standards) Rules, 2006, (as amended), deferred taxes resulting from
timing differences between book and tax profits/loss are accounted for at tax rate to the extent
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the timing difference are expected to be crystallised. Deferred tax assets on account of
unabsorbed losses & unabsorbed depreciation are recognised to the extent there is virtual
certainty of realising such assets against future taxable income.

xiv) Impairment of Assets:

a) As at each Balance Sheet date, the carrying amount of assets is tested for impairment so as to
determine
i) the provision for impairment loss, if any, required or

ii) the reversal, if any, required of impairment loss recognised in previous periods.

b) Impairment loss is recognised when the carrying amount of an asset exceeds its recoverable
amount which is determined
i) in the case of an individual asset, at the higher of the net selling price and the value in
use.
ii) in the case of a cash generating unit (a group of assets that generates identified
independent cash flows), at the higher of the cash generating unit’s net selling price and
the value in use.

¢) Value in use is determined as the present value of estimated future cash flows from the

continuing use of an asset/cash generating unit and from its disposal at the end of its useful
life.

xv) Provisions, Contingent Liabilities & Contingent Assets

a) Provisions

Provisions are recognised for liabilities that can be measured only by using a substantial
degree of estimation, if

i) the Company has a present obligation as a result of a past event,

i) a probable outflow of resources is expected to settle the obligation and

i) the amount of the obligation can be reliably estimated.

b) Contingent Liabilities

Contingent Liability is disclosed in the case of
i) a present obligation arising from a past event, when it is not probable that an outflow of
resources will be required to settle the obligation
ii) a possible obligation, unless the probability of outflow of resources is remote.

c) Contingent Assets: Contingent Assets are neither recognised, nor disclosed.

d) Provisions, Contingent Liabilities and Contingent Assets are reviewed at each
Balance Sheet date.
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xvi)

Isgec Hitachi Zosen Limited

Cash and Cash Equivalents

Cash and Cash Equivalents for the purposes of cash flow statement comprise cash at bank and
in hand and fixed deposits with banks.

As per our report of even date. W
L b

For S.S. Kothari Mehta & Co. S Kumar rajesh Kr. Rai

C red Accountants ’{;{,:m =Manager & CFO Chief Operating Officer

Firi¥ fRegistration No.000756N /%7
W

CA.K.K. Tulshan {000 Kasha Rani
Partner T Company Secretary
M.No.085033 M.No.A39007
Place: NM,QLUM
Dated 0‘415 Nﬂ 9%(¢ For and on behalf of the Board of Directors )
\ Petae— @ i)
_ ‘Sanjay Gulati Higleaki Horiuchi
b Managing Director Director
DIN: 05201178 DIN: 07033748
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