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Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

TO THE MEMBERS OF Varroc Engineering Limited (formerly Varroc Engineering Private
Limited)

Report on the Standalone Indian Accounting Standards (Ind AS) Financial Statements

1.

We have audited the accompanying standalone financial statements of Varroc Engineering Limited
(formerly Varroc Engineering Private Limited) (“the Company”), which comprise the Balance Sheet as
at March 31, 2018, the Statement of Profit and Loss (including Other Comprehensive Income), the Cash Flow
Statement and the Statement of Changes in Equity for the year then ended, and a summary of the significant
accounting policies and other explanatory information.

Management’s Responsibility for the Standalone Ind AS Financial Statements

2.

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 Ind AS financial statements to give a true
and fair view of the financial position, financial performance (including other comprehensive income), cash
flows and changes in equity of the Company in accordance with the accounting principles generally accepted
in India, including the Indian Accounting Standards specified in’the Companies (Indian Accounting
Standards) Rules, 2015 (as amended) under Section 133 of the Act. 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 standalone Ind AS financial statements that give a true and fair view and
are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

3.

4.

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

We have taken into account the provisions of the Act and the Rules made thereunder including 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 of the standalone Ind AS financial statements in accordance with the Standards on
Auditing specified under Section 143(10) of the Act and other applicable authoritative pronouncements issued
by the Institute of Chartered Accountants of India. Those Standards and pronouncements require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the standalone Ind AS financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the disclosures in
the standalone Ind AS financial statements. The procedures selected depend on the auditors’ judgment,
including the assessment of the risks of material misstatement of the standalone Ind AS 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 standalone Ind AS 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 evaluatlng the overall presentation of the
standalone Ind AS financial statements.
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Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

To the Members of Varroc Engineering Limited (formerly Varroc Engineering Private Limited)
Report on the Financial Statements
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion on the standalone Ind AS financial statements.

Opinion

8.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
standalone 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
state of affairs of the Company as at March 31, 2018, and its total comprehensive income (comprising of profit
and other comprehensive income), its cash flows and the changes in equity for the year ended on that date.

Report on Other Legal and Regulatory Requirements

9.

10.

As required by the Companies (Auditor’s Report) Order, 2016, issued by the Central Government of India in
terms of sub-section (11) of section 143 of the Act (“the Order”), and on the basis of such checks of the books
and records of the Company as we considered appropriate and according to the information and explanations
given to us, we give in the Annexure B a statement on the matters specified in paragraphs 3 and 4 of the Order.

As required 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 (including other comprehensive income), the Cash
Flow Statement and the Statement of Changes in Equity dealt with by this Report are in agreement with
the books of account.

(d) In our opinion, the aforesaid standalone Ind AS financial statements comply with the Indian Accounting
Standards specified under Section 133 of the Act.

(e) On the basis of the written representations received from the directors as on March 31, 2018 taken on
record by the Board of Directors, none of the directors is disqualified as on March 31, 2018 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 with reference to financial statements of the
Company and the operating effectiveness of such controls, refer to our separate Report in Annexure A.

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

i. The Company has disclosed the impact, if any, of pending litigations as at March 31, 2018 on its financial
position in its standalone Ind AS financial statements — Refer Note 50;




Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

To the Members of Varroc Engineering Limited (formerly Varroc Engineering Private Limited)
Report on the Financial Statements
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1. 'The Company huy mude provision ay at Mareh 41, 2018, as required under e applicable law or
accounting standards, for material foreseeable losses, it any, on long-term contracts, including derivative
contracts - Refer Note 27.

ili. There were no amounts which were required to be transferred to the Investor Education and Protection
Fund by the Company during the year ended March 31, 2018.

iv. The reporting on disclosures relating to Specified Bank Notes is not applicable to the Company for the
year ended March 31, 2018.

For Price Waterhouse & Co Chartered Accountants LLP
Firm Registration Number: 304026E/E-300009
Chartered Accountants

ook

Amit Borkar
Place: pwhu Partner
Date: Jive 6,2 (¥ Membership Number: 109846



Price Waterhouse & Co Chartered Accountants LLP

Annexure A to Independent Auditors’ Report

Referred to in paragraph 10 (f) of the Independent Auditors’ Report of even date to the members of Varroc
Engineering Limited (formerly Varroc Engineering Private Limited) on the standalone financial statements
for the year ended March 31, 2018
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Report on the Internal Financial Controls with reference to financial statements under
Clause (i) of Sub-section 3 of Section 143 of the Act

1. We have audited the internal financial controls with reference to financial statements of Varroc
Engineering Limited (formerly Varroc Engineering Private Limited) (“the Company”) as of March 31,
2018 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

2. 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 (ICAI).
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 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 Act.

Auditors’ Responsibility

3. Our responsibility is to express an opinion on the Company's internal financial controls with reference
to financial statements 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 deemed to be prescribed under section 143(10) of the Act 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 with reference to financial statements was established and maintained and if
such controls operated effectively in all material respects.

4. Our audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls system with reference to financial statements and their operating effectiveness. Our
audit of internal financial controls with reference to financial statements included obtaining an
understanding of internal financial controls with reference to financial statements, 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 judgement,
including the assessment of the risks of material misstatement of the financial statements, whether due
to fraud or error.

5. 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 with reference to financial
statements.
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Price Waterhouse & Co Chartered Accountants LLP

Annexure A to Independent Auditors’ Report

Referred to in paragraph 10 (f) of the Independent Auditors’ Report of even date to the members of Varroc
Engineering Limited (formerly Varroc Engineering Private Limited) on the standalone financial statements
for the year ended March 31, 2018
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Meaning of Internal Financial Controls with reference to financial statements

6. A company's internal financial controls with reference to financial statements 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 controls with reference to financial statements includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorisations of management and directors of the
company; and (3) 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 with reference to financial statements

7. Because of the inherent limitations of internal financial controls with reference to financial statements,
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 with reference to financial statements to future periods are subject to
the risk that the internal financial control controls with reference to financial statements may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate. '

Opinion

8. Inour opinion, the Company has, in all material respects, an adequate internal financial controls system
with reference to financial statements and such internal financial controls with reference to financial
statements were operating effectively as at March 31, 2018, 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.

For Price Waterhouse & Co Chartered Accountants LLP
Firm Registration Number: 304026E/E-300009
Chartered Accountants

S

Amit Borkar
Place: Puans. Partner

Date: Juue €, 1ol ¥ Membership Number: 109846



Price Waterhouse & Co Chartered Accountants LLP

Annexure B to Independent Auditors’ Report

Roforrud to in paragraph 9 of the Independent Auditors’ Report vf gven dale o His sidis ol Varne
Engineering Limited (formerly Varroc Engineering Privale Timited) on the standalone Ind AS financial
atntementn aa of and for the year ended March 31, 2018

i. (a) The Company is maintaining proper records showing full particulars, including quantitative details

and situation, of fixed asocta.

(b) The fixed assets are physically verified by the Management according to a phased programme

(c)

ii,

iii.

iv.

vii. (a)

designed to cover all the items over a period of three years which, in our opinion, is reasonable
having regard to the size of the Company and the nature of its assets. Pursuant to the programme,
a portion of the fixed assets has been physically verified by the Management during the year and no
material discrepancies have been noticed on such verification.

The title deeds of immovable properties, as disclosed in Note 3 and 4 on fixed assets to the financial
statements, are held in the name of the Company.

The physical verification of inventory excluding stocks with third parties have been conducted at
reasonable intervals by the Management during the year. In respect of inventory lying with third
parties, these have substantially been confirmed by them. The discrepancies noticed on physical
verification of inventory as compared to book records were not material.

The Company has not granted any loans, secured or unsecured, to companies, firms, Limited
Liability Partnerships or other parties covered in the register maintained under Section 189 of the
Act. Therefore, the provisions of Clause 3(iii), (iii)(a), (iii)(b) and (iii)(c) of the said Order are not
applicable to the Company.

In our opinion, and according to the information and explanations given to us, the Company has
complied with the provisions of Section 185 and 186 of the Companies Act, 2013 in respect of the
loans and investments made, and guarantees and security provided by it.

The Company has not accepted any deposits from the public within the meaning of Sections 73, 74,
75 and 76 of the Act and the Rules framed there under to the extent notified.

Pursuant to the rules made by the Central Government of India, the Company is required to maintain
cost records as specified under Section 148(1) of the Act in respect of its products. We have broadly
reviewed the same, and are of the opinion that, prima facie, the prescribed accounts and records
have been made and maintained. We have not, however, made a detailed examination of the records
with a view to determine whether they are accurate or complete.

According to the information and explanations given to us and the records of the Company examined
by us, in our opinion, the Company is generally regular in depositing undisputed statutory dues in
respect of provident fund, employees’ state insurance and income tax, though there has been a slight
delay in a few cases, and is regular in depositing undisputed statutory dues, including profession tax,
sales tax, service tax, duty of customs, duty of excise, value added tax, cess- goods and service tax
with effect from July 1, 2017 and other material statutory dues, as applicable, with the appropriate
authorities.

(b) According to the information and explanations given to us and the records of the Company examined

by us, the particulars of dues of income tax, sales tax, service tax and duty of excise at March 31,
2018 which have not been deposited on account of a dispute, are as follows:

Price Waterhouse & Co Chartered Accountants LLP, 7th Floor, Tower A - Wi
Yerwada, Pune — 411 006
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Annexure B to Independent Auditors’ Report
Referred to in paragraph 9 of the Independent Auditors’ Report of even date to the members of Varroc Engineering
Limited (formerly Varroc Engineering Private Limited) on the standalone Ind AS financial statements for the year ended
March 31, 2018

Price Waterhouse & Co Chartered Accountants LLP

Page 2 of 3
Name of the Nature of | Amount Period to which Forum where the
statute dues In Million the amount dispute is pending
(Rs.) relates

Income Tax Income Tax 79.26 2012-13 Income Tax Appellate

Act.1961 Tribunal

The Central Excise | Service Tax 118.66 | 2011-12 to 2015-16 | Commissioner, Central

Act, 1944 and The | and Excise Excise, Customs and

Finance Act, 1994 Duty Service Tax

The Central Excise | Service Tax 5.48 | 2011-12t0 2016-17 | Assistant Commissioner,

Act, 1944 and The and Excise Central Excise and

Finance Act, 1994 Duty Service Tax

The Finance Act, Service Tax 0.07 | 2015-16 to 2016-17 | Superintendent (Adj),

1994 Central Excise and
Service Tax

Maharashtra Value | Value Added 4.13 | 2013-14 to 2014-15 | Deputy Commissioner of

Added Tax Act, Tax and Sales Tax

2002 Central

Sales Tax

Delhi Value Added | Central 0.11 2013-14 VAT Officer, Department

Tax Act, 2004 Sales Tax of Trade and taxes VATO,
New Delhi

viii.  According to the records of the Company examined by us and the information and explanation given

to us, the Company has not defaulted in repayment of loans or borrowings to any financial institution
or bank or Government or dues to debenture holders as at the balance sheet date.

ix. In our opinion, and according to the information and explanations given to us, the moneys raised by
way of term loans have been applied for the purposes for which they were obtained. The Company
has not raised any moneys by way of initial public offer, further public offer (including debt
instruments) and term loans. Accordingly, the provisions of Clause 3(ix) of the Order are not
applicable to the Company.

X During the course of our examination of the books and records of the Company, carried out in
accordance with the generally accepted auditing practices in India, and according to the information
and explanations given to us, we have neither come across any instance of material fraud by the
Company or on the Company by its officers or employees, noticed or reported during the year, nor
have we been informed of any such case by the Management.

KL The Company has paid/ provided for managerial remuneration in accordance with the requisite
approvals mandated by the provisions of Section 197 read with Schedule V to the Act.

xil. As the Company is not a Nidhi Company and the Nidhi Rules, 2014 are not applicable to it, the
provisions of Clause 3(xii) of the Order are not applicable to the Company.

xiii. ~ The Company has entered into transactions with related parties in compliance with the provisions
of Sections 177 and 188 of the Act. The details of such related party transactions have been disclosed
in the financial statements as required under Indian Accounting Standard (Ind AS) 24, Related Party
Disclosures specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts)
Rules, 2014.
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Annexure B to Independent Auditors’ Report

Referred to in paragraph 9 of the Independent Auditors’ Report of even date to the members of Varroc Engineering
Limited (formerly Varroc Engineering Private Limited) on the standalone Ind AS financial statements for the year ended
March 31, 2018
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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 review. Accordingly, the provisions of Clause
3(xiv) of the Order are not applicable to the Company.

XV, The Company has not entered into any non-cash transactions with its directors or persons connected
with them. Accordingly, the provisions of Clause 3(xv) of the Order are not applicable to the
Company.

XVi. The Company is not required to be registered under Section 45-1A of the Reserve Bank of India Act,

1934. Accordingly, the provisions of Clause 3(xvi) of the Order are not applicable to the Company.

For Price Waterhouse & Co Chartered Accountants LLP
Firm Registration Number: 304026E/E-300009
Chartered Accountants

Hoorke

Amit Borkar
Place: P ot Partner
Date: Tt £, 218 Membership Number: 109846



Varroc Engineering Limited

As per our report of even date

For Price Waterhouse & Co Chartered Accountants LLP
Chartered Accountants
Firm Registration No: 304026E/E-300009

e

AMIT BORKAR

Partner

Membership No : 109846
Place: Y\~

p—
TARANGYRIN

Standalone Balance Sheet
As at As at
Notes March March
31,2018 31,2017
(Rs. In Million) (Rs. in Million)
ASSETS
Non current assets
Property, plant and equipment 3 7,632.20 7,595.67
Capital work-in-progress 3 217.13 253.13
investment properties 4 286.42 296.38
Intangible assets 5 91.05 46.84
Intangible assets under development 5 5.97 0.21
Financial assets
Investments 6(a) 4,647.21 4,647.21
Loans 6 (b) 17.45 10.13
Other financial assets 7 0.39 0.41
Income tax assets (Net) 8 24.04 23.78
Other non-current assets 9 328.51 87.88
Total non-current assets 13,250.37 12,961.64
Current assets
Inventories 10 1,946.90 1,731.48
Financial assets
Investments 11 0.10 -
Trade receivables 12 3,888.43 2,517.42
Cash and cash equivalents 13(a) 84.03 29.44
Other hank balances 13 (b) 1.83 1.86
Loans 14 18.71 25.46
Other financial assets 15 175.32 45.75
Other current assets 16 234.58 275.67
Total current assets 6,349.90 4,627.08
Total Assets 19,600.27 17,588.72
EQUITY AND LIABILITIES
Equity
Equity share capital 17 134.81 143.33
Other equity
Reserves and surplus 18 9,982.93 9,338.04
Other reserves 19 (2.27) (8.95)
Total equity 10,115.47 9,472.42
LIABILITIES
Non-current liabilities
Financial Liabilities
Borrowings 20 2,204.61 3,014.69
Other financial liabilities 21 5.64 5.16
Provisions 22 53.05 54.70
Deferred tax liabilities (Net) 23 135.22 4.88
Other non-current liabilities 24 172.66 2
Total non-current liabilities 2,571.18 3,079.43
Current liabilities
Financial liabilities
Borrowings 25 1,724.32 1,248.57
Trade payables
Total outstanding dues of micro enterprises and small enterprises 26 8.75 13.59
Total outstanding dues other than micro enterprises and small enterprises 26 3,234.54 2,206.05
Acceptances 184.12 296.18
Other financial liabilities 27 1,331.00 893.93
Provisions 28 194.07 180.07
Other current liabilities 29 236.82 198.48
Total current liabilities 6,913.62 5,036.87
Total equity and liabilities 19,600.27 17,588.72
Summary of significant accounting policies 2
The notes are an integral part of these financial statements - or and on behalf ofthe Board of Directors

GAUTAM K AND

Managing Directer !q ;a Dlrector

ASHWANI M

CEP and WholefTime Directo

THARUVAI R. SRfﬂASAN

Group CFO

Place : Mumbai
Date : May 31, 2018

WARI
LD
RAKESH M.DARITT | —_
Company Secretary

Date : Ju-n--{, ‘! D—ol&



Varroc Englneering Limited
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AMIT BORKAR

Partner

Membership No : 109846

Place : [ .

Date: Tt 5' 2ot &

CEO and WholgfTime Director
T A

THARUVAI R, SRINIVASAN
Group CFO
Place : Mumbai
Date : May 31, 2018

Standalone Stat t of Profit and Loss
Notes For the year For the year
ended ended
March 31, 2018 March 31, 2017
(Rs. in Million) (Rs. in Million)
Revenue
Revenue from operations 30 20,954.75 18,120.53
Other Income 31 287.71 324.51
Total income 21,242.46 18,445.04
Expenses
Cost of materials consumed 32 12,535.77 10,126.56
Purchases of stock-in-trade 509.59 657.59
Changes in inventories of work-in-progress, stock-in-trade and finished goods 33 (10.54) (67.21)
Excise duty (Refer note 30) 485.83 1,360.43
Employee benefits expense 34 1,753.76 1,431.76
Depreciation and amortisation expense 35 1,016.11 962.82
Other expenses 36 3,498.84 3,004.45
Finance costs
{i) Finance costs other than covered under {(ii) below 37 401.50 426,90
(i) Imputed interest and changes in cash flow estimates on liability portion of CCPS (Refer . 41.60
Note 17 {c}))
Total expenses 20,190.86 17,944.90
Profit before tax 1,051.60 500.14
Income tax expense 39
Current tax 232,97 107.68
Short/(excess) provision in respect of earlier years - 331
Net current tax 232.97 110.95
Deferred Tax 120.33 (30.89)
Total tax expense 353.30 80.10
Profit for the year 698.30 420.04
Other comprehensive income
Items that may be reclassified to profit or loss
Deferred hedging gains/(losses) on cash flow hedges (net of tax) 6.68 0.33
Items that will not be reclassified to profit or loss
R ement of defined benefit obligation (net of tax) 10.82 (8.04)
Other comprehensive income for the year {net of tax) 17.50 (7.71)
Total comprehensive income for the year 715.80 412.33
Earnings per equity share 439
Basic 4.96 3.57
Diluted 4.96 3.57
Summary of significant accounting policies 2
The notes are an integral part of these financial statements For and on behalf of the Board of Qirectors
-
As per our report of even date C{ W \/
X Sed 7
For Price Waterhouse & Co Chartered Accountants LLP TARANG JAIN GAUTAM KHANDELWAL
Chartered Accountants Managing Director %] Director
Firm Registration No: 304026E/E-300009 ‘
ASHWANI MAH il\;ARl

RAKESH M.DARII

Company Secretary




A Equity and erenca share capltal

Varroc Englneering Limited
Statemant of Changes In Equity

(Rs. In Million)
March

Notes March
31, 2018 31,2017

Balance at the beginning of the year 17 14333 12313

Less:- Capltal reduction { Refer Note 17 (] ) 8.52) -

Add: Converslon of serles “B" CCPS Preference shares into 852,359 equity shares, [Refer note 17 17 8.52 -

(d))

Less: Conversion of 852,349 series "B" CCPS Preference shares into equity shares, [Refer note 17 17 (8.52) -

(d)i

Add:- Issue of 0.0001% Series "B CCPS 17 - 8.52

Add:- Issue of 0.0001% Serles "'C" CCPS 17 - 11.68

Balance at the end of the year 134.81 143.33

B Other Equity for the year ended March 31, 2018
{Rs. in Milllon)
Notes Reserves and Surplus Other Reserves Total
Retained earnings General Capltal Securlties Debenture | Cash flow hedge! Equity
reserve reserve premium redemption reserve component of
reserve reserve CCPS

Balance at Aprll 1, 2017 1,182.23 1,474.38 6,181.43 200,00 (8.95) 9,329.09
Profit for the year 698.30 5 A s . 698,30
|Remeasurement of defined benefit obligation (net of tax) 10.82 - - - . 10.82
|Gain/{loss) on changes In fair value of hedging instruments (net of tax) 19 - - . - - 6.68 - 6.68
Transactions with owners In thelr capacity of owners:

Capital reductlon (Refer Note 17 ()} - - 852 - - - - 8.52
|Dividend paid [{Rs.0.50 per Equity share) (Dividend Distribution Tax Rs.11.19 milllen)] 18 (72.75) - - - - . - {72.75)
Balance at March 31, 2018 1,818.60 1,474.38 8.52 6,481.43 200.00 2.27) » 9,980.66

—]
Other Equity for the year ended March 31, 2017
Nates Reserves and Surplus Other Reserves Total
Retained earnings General Capital Securities Debenture | Cash flow hedge Equity
reserve reserve premium redemption reserve component of
reserve reserve cces
Balance at April 1, 2016 1,015.09 1,474.38 . 3,366.25 (9.28) 885.66 6,732.10
Profit for the year 420.04 - * E = . . 420.04
Remeasurement of defined benefit obligation {net of tax) (8.04) - - . {8.04)
Transfer to debenture redemption reserve 18 (200.00) v 200.00 . A
Gain/{loss) on changes in fair value of hedging instruments (net of tax) 19 - - - 033 033
Transactions with owners in thelr capacity of owners: .
On conversion of Series "A" CCPS 17 - - - 3,135.43 - (885.66) 2,249.77
Issue of CCPS Series "B" and "C” 17 - . {20.25) * * {20.25)
Dividend paid {(Rs 0.35 per Equity share) {Dividend Distribution Tax fs.4.61 millicn])] 18 44.86] - - - - - - SMJGE
iuhnce at March 315 2017 1,182.23 1,474.38 - 65,481.43 200.00 8.95] - 9,326.09
- =2 = e
P
The notes are an integral part of these financial statements . For f Director:
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Varroc Engineering Limited
Cash Flow Statement

Notes:

2) Figures in brackets represent outflow of Cash and cash equivalents.

Sr. Partlculars Year ended Year ended
No March 31,2018 March 31,2017
(Rs. in Million) ( Rs. in Million)
A Cash flow from operating activities
Net Profit before tax 1,051.60 500.14
Adjustments for:
Depreclation and amortization expense 1,016.11 962.82
Loss on sale of Property, plant and equipment / Intangible assets 5.36 4.85
Provision for doubtful debts / advances 6.81 1.24
Imputed interest and changes In cash flow estimates on liability portion of CCPS. - 41.60
Finance cost {other than above) 401.50 426.90
Rent income from Investment Property (46.72) (44.78)
Provision for guarantees for loan taken by subsidiary 21.47 (11.09)
Profit on sale of current investments (0.58) (5.42)
Dividend income (6.62) {17.63)
Interest income (2.33) (6.51)
Government grant (105.24) 1,289.76 (74.13) 1,273.85
Operating profits before working capital changes 2,341.36 1,773.99
Adjustments for changes in:
Trade receivables {1,370.92) {209.42)
Trade payable 911.59 95.99
Inventories (215.42) {92.97)
Other financial assets (131.02) (30.80)
Other current and non current asset 136.97 15.57
Provision 7.51 323
Other financial liabilities 42.89 18.16
Other current and non current liabilities 75.59 (542,81} 30.56 (169.68)
Cash generated from operations 1,798.55 1,604.31
Taxes paid (233.33) (90.72)
Net cash flow from operating activities 1,565.22 1,513.59
B Cash flow from investing activities
Dividend received 6.62 17.63
Interest received 3.23 6.51
(Purchase of)/ proceeds from sale of current investments 0.48 128.82
Proceeds from sale of Property, plant and equipment 116.11 37.24
Rent received on Investment Property 46.72 44,78
Purchase of Property, plant and equip'ment {1,139.76) (1,122.73)
Fixed deposits (placed)/ redeemed (net) 0.03 78.59
Payment for non current investments - 0.10
Net cash used in investing activities (966.57) ___(809.06)|
C Cash flow from financing activities
Increase/{Decrease) in long term borrowings (541.27) 286.10
Increase/(Decrease) in short term borrowings 552.03 {574.33)
Dividend paid on equity shares and preference shares (72.75) {44.86)
Interest paid (405.79) (431.96)
Net cash flow from financing activities (467.78) (765.05)
Decrease in cash and cash equivalents 130.87 — (60.52)]
Opening Cash and cash equivalents (99.48) (38.96)
Closing Cash and cash equivalents 31,39 (99.48)
Cash and cash equivalents consists of
Cash in Hand 0.79 0.63
Current Accounts / Deposit with maturity of less than 3 months 83.24 28.81
Bank overdraft (Refer note 25) (52.64) (128.92)
i3 — (9348)

1} The above Statement of Cash Flows has been prepared under the indirect method as set out in Ind AS 7 on "Statement of Cash flows".

The notes are integral part of these financial statements
As per our report of even date
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Chartered Accountants
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Varroc Englnooring Limited
Notas to tho fi lal its

1 Genora| information
Varrac Englneerng Limited (the “Company” ) is engaged In the business of manuf; ing of A bil p . The Company has 12 manufacturing plants, 3 research and
development centres, 3 wind power and 1 solar powar projects In India and caters to customers both In the domestle and International markots. The Company and Its subsidiaries
operate from manufacturing plants and technical development canters across 4 continents and 12 countries spread across the globe.

2 gy of significant accou olicies

This note provides a list of the signllicant accounting policles adopted in the preparation of these financlal statements. These policies have been consistently applied to all the years
presented, unless otherwlse stated.

Basis of Preparation

i) Compliance with Ind AS
These flnancial statements comply In all material aspects with Indlan Accounting Standards (Ind AS) notified under S ection 133 of the Companies Act, 2013 (the Act) [Companies
{Indlan Accounting Standards} Rules, 2015] and other relevant provisions of the Act,

The preparation of the Financla! Statements requlres the use of certain critical accounting estimates and jJudgements. It also requlres the Management to exercise judgement In the
process of applying the accounting policles. The areas involving a higher degree of judgement or complexlity, or areas where assumptlons and estimates are significant to the financlal
statements are disclosed in Note 2A,

All amounts Included In these Flnanclal § tatements are reported in Milllon of Indian rupees (Rs. In Million) except earning per share data and unless stated otherwise.
All amounts In the financial statements have been rounded off to the nearest million or decimal thereof.

{ii} Historical cost convention

The financial statements have been prepared on a historical cost basls, except for the following:
» certain {inancial assets and liabilities (including derivative instruments) that are measured at fair value; and
- defined benefit plans, plan assets measured at fair value;

ili} Current - Non-current classification:

All assets and liabilities have been classified as current or non current as per the company's operating cycle and other criteria set out in the Schedule 11l to the Companles Act, 2013,
Based on the nature of products and the time between the acquisition of assets for processing and thelr realisation in cash and cash equivalents, the Company has ascertalned its
operating cycle as 12 months for the purpose of current-non current classification of assets and labilities.

o A ded dards adopted by the Gompany

Ilabiliti i

The amendments to ind AS 7 require disclosure of ch in

A) Property, plant and equipment

Tangible assets
Freehold land is carried at historical cost. All ather items of property, plant and equipment are stated at historical cost less depreciation. Historical cost includes expenditure that Is
directly attributable to the acquisition of the items.

activities , Refer note 25

arising from fi

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits assoclated
with the item will flow to the Company and the cost of the item can be measured reliably. The carrying amount of any component accounted for as a separate assetis derecognised
when replaced, All other repairs and maintenance are charged to profit or loss during the reporting period in which they are incurred.

Depreciation methods, estimated useful lives and residual value

Depreciation is calculated using the straight-line method to allocate their cost, net of their residual values, over their estimated useful lives or, in the case of certain leased furniture,
fitings and equipment, the shorter lease term as follows:

« Leasehald Land Amortised over the period of lease
= Buildings 30-50 years
 Plant and Machinery
» General Plant and Machinery 8-20 years
* Moulds 4-7 years
» Computers 3-7 years
* Vehicles 4-7 years
e Furniture and Fixtures 5-10 years
* Other Assets 4-10 years

The property, plant and equipment acquired under finance leases is depreciated over the asset’s useful life or over the shorter of the asset’s useful life and lease term if there is no
reasonable certainty that the company will obtain ownership at the end of the lease term.

The useful lives have been determined based on technical evaluation done by the management's expert which are different than those specified by Schedule Il to the Companies Act;
2013, in order to reflect the actual usage of the assets. The residual values are not more than 5% of the original cost of the asset. The asset's residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of each reporting period.

The asset's carrying amount is written down immediately to its recoverable amount if the assel’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in profit or loss within other gains/ (losses).

Investment properties

Property thatis held for long-term rental yields or for capital appreciation or both, and that is not occupied by the company, is classified as investment property. Investment property is
measured initially at its cost, including related transaction costs and where applicable borrowing costs. Subsequent expenditure is capitalised to the asset's carrying amount only
when it is probable that future economic benefits associated with the expenditure will flow to the company and the cost of the item can be measured reliably. All other repairs and
maintenance costs are expensed when incurred. When part of an investment propenty is replaced, the carrying amount of the replaced part is derecognised.

Investment properties are depreciated using the straight-line method over their estimated usefui lives. Investment properties generally have a useful life of 30-50 years. The useful life
has been determined based on technical evaluation performed by the management's expert,




B)

)

o)

E)

Varroc Englnearing Limited

Notes to tho its

Intangiblo assats

(i) Computor software

Costs assoclated with maintaining soltware programmes are recognlsed as an expense as Incurred, Development costs that are directly attributable to the design and testing of
Identifiable and unlquo software products controlled by the company are recognised as intangible assets when the following criterla are met:

« it Is tachnically foasible to lete the sof s0 that it will be avallablo for use

. g Intends to plelo the sofl and use or sell it

+ there is an abllity 1o use or sell the software

« it can be how the will g p le future economic benefits

« adeq hnical and ather 1o plete the d and lo use or sell the soltware ara available, and

« the exp b le to the during its p can be refiably measured.

Directly attributable costs that are capitalised as part of the software include employee costs and an appropriate portion of relevant overheads.
Capitalised devel costs are led as ble assets and amortised from the point at which the assct Is avallable for use.

(Ii) Technlcal know how
Expenditure on acqulring Technical Know-how {Including Income Tax and R & D Cess) is belng amortlsed over a perlod of six years from the date put to use

(Ii) Rescarch and devalopment
Rescarch expenditure and development expenditure that do not meet the criterla In (i) above are recognised as an expense as Incurred. Development costs previously recognised as
an expense are not recognised as an asset In a subsequent period.

Amortisation mathods and pariods

The company amontises with a finite useful life using the straight -line method over the following periods:

Software and ERP Systems are being amortized over a period of three years.

Leases

The determination of whether an arrangementis (or contains) a lease is based on the substance of the arrangement at the inception of the lease. The arrangement is, or contalns, a
lease if fulfilment of the arrangement Is dependent on the use of a specific asset or assets and the arrangement conveys a right to use the asset or assets, even if that right is not
explicltly speclfied In an arrangement.

As a lessee

Leases where the Company, as lessee, has substantlally ali the risks and rewards of ownership are classified as finance leases. Finance leases are capitalized at the lease's
inception at the falr value of the leased property or, if lower, the present value of the lease pay . The corre: g rental obligations, net of finance charges, are
Included in borrowings or other financlal llabilities as appropriate. Each lease payment is allocated between the llability and finance cost. The flnance cost is charged to the profit or
loss over the lease period so as to produce a constant periodle rate of Interest on the remalning balance of the liabllity for each period. Contingent rentals are recognized as expenses
in the periods In which they are incurred.

Leases In which a signlficant portion of the risks and rewards of ownership are not transferred to the company as lessee are classified as operating leases. Payments made under
operating leases (net of any Incentives received from the lessor) are charged to profit or loss on a straight-line basls over the period of the lease unless the payments are structured
to increase in line with expected general inflation to compensate for the lessor's expected inflationary cost increases.

As a lessor

Leases in which the Company does not transfer substantially all the risks and rewards of ownership of an asset are classified as operating leases. Rental income from operating lease
Is recognized on a straight-fine basis over the term of the relevant lease unless the payments are structured to increase In line with expected general inflation to compensate for the
lessor's | infl y cost | Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying amount of the leased asset and
recognized over the lease term on the same basis as rental income. Conti rents are d as revenue in the period in which they are earned.

Leases are classified as finance leases when substantially all of the risks and rewards of ownership transfer from the Company to the lessee. Amounts due from lessees under
finance leases are jed as ivables at the Company’s net investment in the leases. Flnance lease income is allocated to accounting periods so as to reflect a constant
periodic rate of return on the net investment outstanding in respect of the lease.

Impairment of assets

The Company assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication exists, or when annual impairment testing for an asset
is required, the Company estimates the asset's recoverable amount. An asset's recoverable amount is the higher of an asset's or cash-generating unit's (CG U) fair value less costs of
disposal and its value in use. Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that are largely independent of those from
other assets or group of assets, When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired and is written down to its
recoverable amount,

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time
value of money and the risks specific to the asset. In determining fair value less costs of disposal, recent market transactions are taken into account. If no such transactions can be
dentified, an appropri Iuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly traded companies or other available fair
value indicators.

The Company bases its impairment calculation on detailed budgets and forecast calculations, which are prepared separately for each of the Company's CG Us to which the individual
assets are allocated. These budgets and forecast calculations generally cover a period of five years. For longer periods, a long-term growth rate is calculated and applied to project
future cash flows after the fifth year. To estimate cash flow projections beyond periods covered by the most recent budgets forecasts, the Company extrapolates cash flow projections
in the budget using a steady or declining growth rate for subsequent years, unless an increasing rate can be justified. In any case, this growth rate does not exceed the long-term
average growth rate for the products, industries, or country or countries in which the entity operates, or for the market in which the assetis used.

I i losses of ludi on inventories, are recognized in the statement of profit or loss.

P P . B

intangible assets with indefinite useful lives are tested for impairment annually as at the year end atthe CGU level, as appropriate, and when circumstances indicate that the carrying
value may be impaired.

Borrowing costs

General and specific borrowing costs that are directly aitributable to the acquisition, construction or production of a qualifying asset are capitalised during the period of time thatis
required to complete and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready for their intended
use orsale,

Investment income earned on the temporary investment of specific t ings ding their expendil on lifying assets is deducted from the borrowing costs eligible for
capitalisation.

Other borrowing costs are expensed in the period in which they are incurred.

Inventories are valued at the lower of cost and net realisable value.
Costs incurred in bringing each product to its present | ion and

are for as follows:

Raw materials: cost includes cost of purchase and other costs incurred in bringing the inventories to their present location and condition. Cost is determined on weighted average
Finished goods and work in progress: cost includes cost of direct materials and labour and a proportion of manufacturing overheads based on the normal operating capacity, but
excluding borrowing costs, Costis determined on weighted average basis.

Traded goods: cost includes cost of purchase and other costs incurred in bringing the inventories to their present location and condition. Cost is determined on weighted average

Net realisable value is the estimated seiling price in the ordinary course of business, less estimated costs of completion and the estimated costs necessary to make the sale,

Inventories
a)

basis.
b)
<)

basis.
d)
e)

Duties and other taxes (other than those subsequently recoverable by the entity from the taxing authouties) are included in the value of inventory.

Clza;-l::,(/\
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Varroc Englneoring Limited
Notes to the standalono financial statoments
F)} Governmont grants
Grants from the government are recognised at thelr falr value where there is a roasonable assurance that the grant will be received and the company will comply with all attached
conditicns.,
Government grants relating to income are deferred and rocognised in the profit or loss over the period necessary to match them with the costs that they are Intended to compensate
and presented within other Income,
Government grants relating to purchase of property, plant and equlpment are included In current and non-current llabllities as deferred Income and are credited to profit or loss on
stralght-ling basis over the expected lives of the related assets and presented within other Income.

G) Rovenua Recognition

Revenue Is recognized to the extent that it is probable that the economlic benefits will flow to the Company and the revenue can be rellably measured, regardless of when the
payment Is being made. Revenue Is measured at the falr value of the consideration recelved or receivable, taking Into account contractually defined terms of payment and excluding
taxes or dutles collected on behalf of the government. The Company has concluded that it Is the principal in all of its revenue arrangements since It is the primary obligor in all the
revenue arrangements as it has pricing fatitude and Is also exposed to inventory and credit risks.

Based on the Educatonal Material on Ind AS 18 Issued by the ICAJ, the Company has assumed that recovery of excise duty flows to the company on Its own account. This Is for the
reason that It is a liabllity of the manufacturer which forms part of the cost of production, Irrespective of whether the goods are sold or not. Since the recovery of excise duty flows to
the company on its own account, revenue Includes excise duty.

However, sales tax/ value added tax (VAT), service tax and Goods and service tax (GST) Is not received by the Company on its own account. Rather, it is tax collected on value
added to the commodity by the seller on behalf of the government. Accordingly, it Is excluded from revenue,

The specific recognition criteria described below must also be met before revenue is recognized.

Sale of goods

Revenue from the sale of goads Is recognized when the signlificant risks and rewards of ownership of the goods have passed to the buyer, usually on delivery of the goods. Revenue
from the sale of goods Is measured at the fair value of the consideration received or receivable, net of returns and allowances, trade discounts and volume rebates. The Company
provides normal warranty provisions on some of its products sold, in line with the Industry practice, A liability Is recognized at the time the product is sold. The Company does not
provide any extended warrantles,

Sale of services
Income from services is recognised on the basis of time/work completed as per contract with the customers. The Company collects service tax and goods and service tax {GST)on
behalf of the government and, therefore, itis not an economic benefit flowing to the Company. Hence, itis excluded from revenue. -

Wind/solar power generation

Income from the wind /solar power generation is recognised when earned on the basis of contractual arrangements with the buyers.

Duty Drawback
Income from duty drawback and export incentives is recognlsed on an accrual basis.
H) Other incomeg
Interest: Interest income s recognised on a time proportion basis taking into account the amount outstanding and the rate applicable.
Rentincome Is recognised on accrual basis when earned in accordance with the agreement
Dividend: income is recognized when the company's right to receive the pay is established, which is g lly when sh Iders app the dividend.

1)  Foreign currency translation
The company financial statements are presented in INR, which is alsa the functional currency.
Transactions and balances
T, ions in foreign ¢ ies are initially ded by the pany at their respective functional currency spot rates at the date the transaction first qualifies for recognition.
Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency spot rates of exchange at the reporting date.

Foreign exchange differences regarded as an adjustment to borrowing costs are presented in the statement of profit and loss, within finance costs. All other foreign exchange gains
and losses are presented in the statement of profit and loss on a net basis within other gains f{losses).

Exchange diffe arising on s or ion of y items are gnized in profit or loss with the exception of the following:

Exchange differences arising on monetary items that are designated as part of the hedge of the company's net investment of a foreign operation. These are recognized in OCI until
the netinvestment is disposed of, at which time, the cumulative amount is reclassified to profit or loss.

Tax charges and credits attributable to exchange differences on those monetary items are also recorded in OC1.

Non-monetary items that are measured in terms of historical cost in a foreign currenév are translated using the exchange rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss arising on translation of non-
monetary items measured at fair value is treated in line with the recognition of the gain or loss on the change in fair value of the item (i.e., translation differences on items whose fair
value gain or loss is recognized in OCI or profit or loss are also recognized in OC| or profit or loss, respectively).

J) Employee benefits
(i) Short-term obligations

Liabilities for wages and salaries, includi y benefits that are exp d to be settled wholly within 12 months after the end of the period in which the employees render
the related service are recognized in respect of employees’ services up to the end of the reporting period and are measured at the amounts expected to be paid when the liabilities
are settled. The liabilities are p ted as current employee benefit obligations in the balance sheet.

(ii) Other long-term employee benefit

The liabilities for earned leaves are not expected to be settled wholly within 12 months after the end of the period in which the employees render the related service. They are
therefore measured as the present value of expected future payments to be made in respect of services provided by employees up to the end of the reporting period using the
projected unit credit method. The benefits are discounted using the market yields at the end of the reporting period that have terms approximating to the terms of the related
obligation. Remeasurements as a result of experience adjustments and changes in actuarial assumptions are recognised in profit or loss.

The obligations are pr d as current liabilities in the bal sheet if the entity does not have an unconditional right to defer settlement for at least twelve months after the
reporting period, regardless of when the actual settlement is expected to occur.

(iif) Post-employment obligations

The company operates the following post-employment schemes:
(a) defined benefit plans such as gratuity and

(b) defined contribution plans such as provident fund




Varroc Enginoering Limlted
Notes to tha standalonae financiat statomonts
Gratuity obligations
The lability or asset recognised In the balance sheet In respect of deflined l:um.-h: and gratuity plans s the present value of the delined benefit obligation at the end of tho reporting

peried less the falr value of plan assets. The dnﬂnn:l benelit obligation is calcul, lly by actuaries using the projected unit credit method.
The present value of the defined benefit oblig ted in INR Is de Ined by di the estimated future cash outflows by reference ta market yields at the ond of the
P § period on g bonds that have terms approximating to the terms of the related obligation. The benefits which are denominated In currency other than INR, the cash

flows are discounted using market yields determined by reference to high-quality corporate bonds that are denominated in the currency in which the benefits will be paltd, and that
have terms approximating te the terms of the related obligation.

The netinterest costis calculated by lying the d rate to the net balance of the deflned benefit obligation and the fair value of plan assets. This costls Included In employee
benefit expense In the statement of profit and loss.

Remeasurement galns and losses arlsing from experience adjustments and changes In actuarial assumptions are recognised in the period In which they occur, directly in other
comprehensive income. They are included In retalned earnings fn the statement of changes In equlty and In the balance sheet.

Changes In the present value of the defined benefit obligati Iting from plan di or cu are r Ised | dlately in proflt or loss as pastservico cost.

Defined contributlon plans

The company makes contributions to funds for certaln employees to the regulatory authorities. The company has no further payment obligations once the contributions have been
pald. The contributions are accounted for as defined contribution plans and the contrlbutions are recognised as employee benefit expense when they are due. Prepaid contributions
are recognised as an asset to the extent that a cash refund or a reduction in the future payments is avallable.

(iv) Bonus plans
The company recognises a liabllity and an expense for bonuses, The company recognises a provislon where contractually obliged or where there Is a past practice that has created a
constructive obligation.

(v) Termination benefits

Termination benefits are payable when ploy Is termi d by the y before the normal retirement date, or when an employee accepts voluntary redundancy In
exchange for these benefits. The Company recognises termination benefits at the earlier of the following dates: (a) when the company can no longer withdraw the offer of those
benefits; and (b) when lhc nnmy N costs for a res ing that is within the scope of Ind AS 37 and involves the payment of terminations benefits. In the case of an offer
made to lancy, the ination benefits are measured based on the number of employees expected to accept the offer. Benelits faling due more than 12
months after the end of the mpumng period are discounted to present value,

K) Income tax
Current tax
Current income tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities.

Current income tax relating to items recognized outside profit or loss is recognized outside profit or loss {either in other comprehensive income or In equity}. Current tax items are
recognized in correlation to the underlying transaction either in OC| or directly in equity. M evaluates i taken in the tax returns with respect to situations
in which applicable tax regulations are subject to interpretation and establishes provisions where approprlate

Deferred tax
Deferred tax is provided using the liability method on temporary differences between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes
at the reporting date.

Deferred tax liabilities are gnized for all taxable temporary differences, except:
-In respect of taxable temporary differences assoclated with investments in subsidiaries, associates and interests in joint ventures, when the timing of the reversal of the temporary
diffe can be lled and itis probable that lhe y diffe will not reverse in the foreseeable future

Deferred tax assets are gnized fov all deducti diff , the carry forward of unused tax credits and any unused tax losses. Deferred tax assets including MAT
credit are recognized to the extent that it is probable lhat la:able profit MI be available against which the deductible temporary differences, and the carry forward of unused tax

credits and unused tax losses can be utllized, except:

- In respect of deductibl y diffi associated with investments in subsidiaries, associates and interests in joint ventures, deferred tax assets are recognized only to the
extent that it is bable that the v diff will reverse in the foreseeable future and taxable profit will be available against which the temporary differences can be
utilised.

The carrying amount of deferred tax assets is i d at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable profit will be avallable to

allow all or part of the deferred tax asset to be utilised. Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the extent that it has become
probable that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is realised or the liability is settled, based on tax rates (and tax
laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss (either in other comprehensive income or in equity). Deferred tax items are
recognized in correlation to the underlying transaction either in OC| 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.

L) Provisions
General
Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a refiable estimate can be made of the amount of the obligation. When the Company expects some or all of a provision
10 be reimbursed, for example, under an insurance contract, the reimbursement is recognized as a separate asset, but only when the reimbursementis virtually certain. The expense
relating to a provision is presented in the statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability. When
discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.

Warranty provisions
Provisions for lated costs are gnized when the product is sold or service provided to the customer. Initial recognition is based on historical experience.

Sales/ value added taxes paid on acquisition of assets or on incurring expenses

Expenses and assets are recognized net of the amount of sales/value added taxes paid, except:

-When the tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in which case, the tax paid is recognized as part of the cost of acquisition of
the assetor as part of the expense item, as applicable

-When receivables and payables are stated with the amount of tax included

The net amount of tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance sheet.
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(I) Baslc oarnings per shara

Dasle eamnings per share s calculated by dividing:

« the profit atirbutable to owners of the company

* by the weighted average number of equity shares outstanding during the reporting period. The weighted average number of equity shares outstanding during the period and for all
perlods presented is adjusted for events, such as bonus shares, other than the conversion of potentlal equlty shares that have changed the number of equlty shares outstanding,
without a corresponding change In resources,

(i) Dltuted oarnings por share

Dlluted earmings per share adjusts the figures used In the determination of basic earnings per share to take into account:

« the after income tax effect of inlerest and other financing costs associated with dilutive potential equity shares, and

« the weighted average number of additional equity shares Ihat wauld have been outstanding assuming the conversion of all dilutive potential equity shares,

Dilutive potential equity shares are deemed converted as at the beginning of the period, unless issued at a later date. Dilutive potential equity shares are determined Independently for
each period presented.

The number of equity shares and potentlally dilutive equity shares are adjusted retrospectively for all period presented for any share splits and bonus shares Issues including for
changes effected prior to the authorizatlon for Issue of the financlal statements by the Board of Directors.

Cash and Cash Equlvalents

Cash and cash equivalentin the balance sheet comprise cash at banks and on hand and short-term deposits with an original maturity of three months or less, which are subject to an
Insigniflcant risk of changes in value.

For the purpose of the statement of cash flows, cash and cash equivalents consist of cash and short-term deposits, as defined above, net of outstanding bank overdralts as they are
consldered an integral part of the Company's cash ma nt. Bank draft are shown within borrowings In current liabllities in the Balance sheet.

Trade recejvables
Trade recelvables are recognised initlally at fair value and subseq ly measured at ised cost using the effective interest method, less provision for impairment,

Contributed equity
Equity instrument including its component parts are classified in accordance with the substance of the contractual arrange tand the definil of a fi ial lability and an equity
Instrument. i

Dividends
Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the discretion of the entity, on or before the end of the reporting period but
not distributed at the end of the reporting period.

Segment reporting

Operating segments are reported in a manner consistent wilh the Intemal reporting provided to the chief ing decision maker.
Financial Instruments

Financial liabilities

Initjal gnition and

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as derivatives designated as hedging
instruments in an effective hedge, as appropriate,

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs,

The Company's financial liabilites include trade and other payables, loans and borrowings including bank overdrafts, financial guarantee contracts and derivative financial
instruments.

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:

- Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial liabilities designated upon initial recognition as at fair value through profit or
loss. Financial liabilities are classified as held for trading if they are incurred for the purpose of repurchasing in the near term. This category also includes derivative financial
instruments entered into by the company that are not designated as hedging instruments in hedge relationships as defined by Ind-AS 109, Separated embedded derivatives are also
classified as held for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for trading are recognized in the profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the initial date of recognition, and only if the criteria in Ind-AS 109 are
satisfied. For liabilities designated as FVTPL, fair value gainsfosses attributable to changes in own credit risk are recognized in OCI. These gains/flosses are not subsequently
transferred to P&L. However, the company may transfer the cumulative gain or less within equity. All other changes in fair value of such liability are recognized in the statement of
profit or loss, The company has not designated any financial liability as at fair value through profit and loss.

Loans and borrowings
This is the category most relevant to the Company. After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost using the effective
interest rate { EIR) method. Gains and losses are recognized in profit or loss when the liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is included as
finance costs in the statement of profit or loss. This category generally applies to interest bearing loans and borrowings.

Financial guarantee contracts issued by the company are those contracts that require a payment to be made to reimburse the holder for a loss itincurs because the specified debtor
fails to make a payment when due in accordance with the terms of the debt instrument. Financial guarantee contracts are recognized initially as a liability at fair value, adjusted for
transaction costs that are directly attributable to the issuance of the guarantee. S ubsequently, the lability is measured at the higher of the amount of loss allowance determined as per
the impairment requirements of Ind-AS 109 and the amount recognized less cumulative arnortization.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires when an existing financial liability is replaced by another from the same
lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the original
liability and the recognition of a new liability. The difference in the respective carrying amounts is recognized in the statement of profit or loss.

Embedded Derivatives
If the hybrid contract contains a host that is a financial asset within the scope of Ind-AS 109, the company does not separate embedded derivatives. Rather, it applies the
classification requirements contained in Ind-AS 109 to the entire hybrid contract.

Derivatives embedded in all other host contracts are accounted for as separate derivatives and recorded at fair value if their economic characteristics and risks are not closely related
to those of the host contracts and the host contracts are not held for trading or designated at fair value through profit or loss. These embedded derivati are d at fair value
with changes in fair value recognized in profit or loss, unless designated as effective hedging instruments. Reassessment only occurs if there is either a ch i
contract that significantly modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of the fair value through,

Embedded dérivaﬁves closely related to the host contracts are not separated.
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Emboddod forelgn currency darivativas

Embedded forelgn currency derlvatives are not saparated from the host contract if thay are closely related. Such embedded derlvatives are closely related to the host contract, if the
host contract Is notleveraged, does not contaln any option feature and raquires payments in one of the following currencles:

-the functional currency of any substantial party to that contract,

-the currency In which the price of the related good or service that ls acqulred or dell dls inely d ated in lal transactlons around the world,

-a currency that s commonly used In contracts to purchase or sell non-financial items In the economic environment in which the transactlon takes place {l.e. refatively liquid and stable
currency)

Forelgn bedded deris which do not meet the above criterla are separated and the derivative is accounted for at falr value through profit and loss. The company
currently dogs nul have any such derivatives which are not closely related.

Fair valuoe 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 liabllity in an orderly transaction between market particlpants at the measurement date. The falr
value measurementis based on the presumption that the transaction to sell the asset or transfer the liability takes place cither:

- in the princlpal market for the asset or liabllity, or

~In the absence of a principal market, In the most advantageous market for the asset or liabllity

The princlpal or the most advantageous market must be accessible by the Company. The falr value of an asset or a llabllity Is measured using the assumptions that market
participants would use when pricing the asset or llability, assuming that market participants act In thelr economic best interest.

A falr 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 assetin its highest and best use.

1ya b I

The Comp uses q that are app iate in the circumstances and for which sufficient data are available to measure fair value, maximizing the use of relevant
observable inputs and minimizing the use of b able inputs. All assets and liabilities for which fair value Is measured or disclosed In the financlal statements are categorized
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a whole:

Level 1 — Quoted (unadjusted) market prices in active markets for identical assets or liabilities

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

Level 3 — Valuation techniques for which the lowest [evel input that is significant ta the fair value is vable

For assets and llabilities that are recognized in the financial statements on a recurring basis, the Company determines whether transfers have occurred between levels in the
hierarchy by re-assessing categorlsation {based on the lowest level Input that Is significant to the fair value measurement as a whole) at the end of each reporting period,

For the purpose of fair value disclosures, the Company has determined classes of assets and liabilities on the basis of the nature, characteristics and risks of the asset or liability and
the level of the fair value hierarchy as explained above.

This note summarizes accounting policy for fair value. Other fair value related disclosures are given in the relevant notes.
Disclosures for valuation methods, significant estimates and assumptions (Note 43)
Quantitative disclosures of fair value measurement hierarchy (Note 43)
Financial instruments (including those carried at amortized cost) (Note 44, 45 and 46)

Derivative financial instruments and hedge accounting
Initial recognition and subsequent measurement

The Company uses derivative financial instruments, such as forward currency contracts and interest rate swaps, to hedge its foreign currency risks and interest rate risks,
respectively. Such derivative financial instruments are initially recognized at fair value on the date on which a derivative contract is entered into and are subsequently re-measured at
fair value. Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to profit or loss, except for the effective partion of cash flow hedges, which is recognized in
OC| and later reclassified to profit or loss when the hedge item affects profit or loss or treated as basis adjustment if a hedged forecast transaction subsequently results in the
recognition of a non-financial asset or non-financial liability.

For the purpose of hedge accounting, hedges are classified as:
1) Fair value hedges when hedging the exposure to changes in the fair value of a recognized asset or liability or an unrecognized firm commitment

2) Cash flow hedges when hedging the exposure o variability in cash flows that is either attributable to a particular risk associated with a recognized asset or liability or a highly
probable forecast transaction or the foreign currency risk in an unrecognized firm commitment

3) Hedges of 2 netinvestment in a foreign operation

At the inception of a hedge relationship, the Company formally designates and d the hedge relationship to which the Company wishes to apply hedge accounting and the
risk management objective and strategy for undertaking the hedge. The documentation includes the Company's risk bje and strategy for undertaking hedge, the
hedging/ relationship, the hedged item or transaction, the nature of the risk being hedged, hedge rauo and how the entity will assess the effectiveness of changes in the

hedgmg instrument’s fair value in offsetting the exposure to changes in the hedged item's fair value or cash flows attributable to the hedged risk. Such hedges are expected to be
highly effective in achieving offsetting changes in fair value or cash flows and are assessed on an ongoing basis to determine that they actually have been highly effective throughout
the financial reporting periods for which they were designated.

Hedges that meet the strict criteria for hedge accounting are accounted for, as described below:
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Cash flow hedges
The effective portion of the galn or loss on the hedging Instrument Is recognized in OCI In the cash flow hedge reserve, while any Ineffective portion Is recognized Immediately in the
statement of profit or loss.

The Company uses derivative contracts as hedges of its exposure to foreign currency risk In forecast transactions and firm commitments, The Incflective portian relating to foreign
currency contracts is recognlzed in finance costs and the ineffective portion relating to commodity contracts Is recognized In other income or expenses.

Amounts recognized as OCI are transferred to profit or loss when the hedged transaction affects profit or loss, such as when the hedged financial Income or financlal expense Is
recognized or when a forecast sale occurs. When the hedged Item Is the cost of a non-financlal asset or non-flnancial Nability, the amounts recognized as OC! are transicrred to the
initlal carrylng amount of the non-financlal asset or llabllity.

If the hedging instrument expires or is sold, terminated or exerclsed without replacement or rollover {as part of the hedging strategy}, or If Its deslgnation as a hedge Is revoked, or
when the hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss previously recognized in OC| remalns separately in equity until the forecast transaction
occurs or the foreign currency firm commitmentis met,

Financial Assets

Initial Recognition and measurement
All financial assets are recognized Initlally at fair value plus, in the case of financlal assets not recorded at falr value through profit and loss, transactions costs that are attributable to
the acquisition of the financial asset. Transactlon costs of financlal assets carrled at fair value through profit or loss are expensed In profit or loss.

Subsequent measurement

For purposes of subsequent measurement, financlal assets are classified in four categories:
-Debtinstruments at amortized cost

-Debt Instruments at fair value through other comprehensive income (FYTOCI)

-Debt instruments, derivatives and equily instruments at fair value through profit or loss (FVTPL)
-E quity instruments measured at fair value through other comprehensive income (FVTOCI)

Debt instruments at amortized cost

A 'debtinstrument’ is measured at the amortized cost if both the following conditions are met:

{a) The assetis held within a business model whose objective is to hold assets for collecting contractual cash flows, and

(b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of principal and interest (SPP1) on the principal amount outstanding.

This category is the most relevant to the company. After initial measurement, such financial assets are subsequently measured at amortized cost using the effective interest rate
{EIR) method. Amortized cost is calculated by taking Inte account any discount or premium on acqulsition and fees or costs that are an integral part of EIR. The EIR amortization Is

included in finance costs/fincome in the Statement of Profit or Loss. The losses arising from impairment are recognized in the profit or loss. This category generally applles to trade
and other receivables.

Debt instruments at FVTOCI

A ‘debtinstrument' is classified as at the FVTOCI if both of the following criteria are met:

(a) The objective of the business model is achieved both by collecting contractual cash flows and selling the financial assets, and

(b) The asset's contractual cash flows represent SPPI.

Debt instruments included within the FVTOCI category are measured initially as well as at each reporting date at fair value. Fair value movements are recognized in the other
comprehensive income {OCI). H , the y recogni interest income, impairment losses and reversals and foreign exchange gain or loss in the P&L. On de-recognition

of the asset, cumulative gain or loss previously recognized in OCl is reclassified from the equity to P&L. Interest earned whilst holding FVTOCI debt instrument is reported as interest
income under EIR method.

Debt instruments at FVTPL
FVTPLis a residual category for debt instruments. Any debt instrument, which does not meet the criteria for categorization as at amortized costoras FYTOCI is classified as FVTPL.

In addition, the Company may elect to designate a debt mstrumenl, which otherwise meets amortized cost or FVTOC| criteria, as at FVTP L. However, such election is allowed only if
doing so reduces or eliminates a meas or i y (referred to as ‘accounting mismatch'). The Company has not designated any debt instruments as at
FVTPL.

Debt instruments included within the FVTP L category are measured at fair value with all changes recognized in P&L.

Equity investments

All equity investments in scope of Ind-AS 109 are measured at fair value. Equity instruments which are held for trading and i consid: i ized by an acquirerin a
business combination to which Ind-AS 103 applies are classified as at FVTPL. For all other equity instruments, the company may make an irrevocable election to present in other
comprehensive income subsequent changes in the fair value. The company makes such an election on an instrument-by-instrument basis. This classification is made on initial
recognition and is irrevocable.

If the company decides to classify an equity instrument at FVTOCI, then all fair value ch on the ins luding dividends, are recognized in the OCL. There is no recycling

of the amounts from OCI to P &L, even on the sale of the investment. However, the company may transfer the cumulative gain or loss within equity.

Equity instruments included within the FVTPL category are measured at fair value with all changes recognized in P&L,

Derecognition
A financial asset {or, where applicable, a part of a financial asset or part of a company of similar financial assets) is primarily di ized (i.e. d from the y balance
sheet} when:

-The rights to receive cash flows from the asset have expired, or

-The company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in full without material delay to a third party
under a "pass-through” arrangement; and either {a) the company has transferred substantially all the risks and rewards of the asset, or (b) the company has neither transferred nor
retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the company has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, it evaluates if and to what extent it has retained the
risks and rewards of ownership. When it has neither transferred nor retained suhsunnalhf all of the risks and rewards of the asset, nor transferred control of the asset, the company
continues to recegnize the transferred asset to the extent of the pany inui . In that case, the company also recognizes an associated liability. The transferred
assetand the associated liability are measured on a basis that reflects the rights and obligations that the company has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the maximum amount

of consideration that the pany could be required to repay.

S

NEC,

A\ /

~
£

2

&y

Q

i,




Varroc Englnuorlnu leltnd
Notas to tho di

Imealrmant of financial nesots

In accordance with Ind-AS 109, the company applies expected credlt loss (ECL) mode! for measurament and recognition of Impairment loss on the following financlal assets and
credit rlsk exposure:-

(a) Financtal assots that ara debt Instruments, and are measured at amortlzed cost e.g. loans, debt sccurlties, deposits, trade recelvables and bank balance

{b) Financlal asscts that are debtinstruments and are measured at FVTOCI

{c) Lease recelvables undor Ind-AS 17

{d) Trade receivables or any contractual right to recelve cash or another financlal asset that result from transactions that are within the scope of Ind AS 18

{e) Loan commitments which are not measured as at FVTPL

{f) Financlal guarantee contracts which are not measured as at FVTPL

The company follows ‘simplified approach’ for recogaltion of Impairment loss allowance on:
-Trade receivables
-All leasce receivables resulting from transactions within the scope of Ind AS 17

The application of simplificd approach does not require the company to track changes in credit risk, Rather, It recognizes Impalrment loss allowance based on lifetime ECLs at each
reporting date, right from its initlal recognition.

For recognition of Impairment loss on other flnancial assets and risk exposure, the p determi that whether there has been a significant increase in the credit risk since
initial recegnition, If credit risk has not increased significantly, 12-month ECL Is used to provldc for Impalrment loss. However, if credit risk has Increased significantly, lifetime ECL Is
used. If, In a subsequent peried, credit quallty of the instrument Improves such that there is no longer a significant increase In credit risk since initial recognition, then the entity reverts

to recognizing impairment loss allowance based on 12-month ECL.

Lifetime ECL are the expected credlt losses resulting from all possible default events aver the expected life of a financla! Instrument. The 12-month ECL Is a portion of the lifetime
ECL which results from default events on a financial Instrument that are possible within 12 months after the reporting date.

ECL Is the difference between all contractual cash flows that are due to the company is In accordance with the contract and all the cash flows that the entity expects to receive (Le. all
cash shortfalls), discounted at the orlginal EIR. When estimating the cash flows, an entity is required to consider:

-All contractual terms of the financial Instrument (including prepayment, extenslon, call and similar options) over the expected life of the financlal instrument. However, in rare cases
when the expected life of the financial Instrument cannot be estimated reliably, then the entity Is required to use the remaining contractual term of the financlal instrument.

-Cash flows from the sale of the collateral held or other credit enhancements that are integral to the contractual terms,

As a practical expedlent, the company uses a provision matrix to determine Impalrment loss allowance on portfollo of its trade receivables. The provision matrix is based on lts
historically observed default rates over the expected life of the trade receivables and is adjusted for forward-looking estimates. At every reporting date, the historical observed default
rates are updated and changes in the forward-looking estimates are analyzed.

ECL impairment loss allowance (or reversal) recognized during the period is gnized as i /e inthe s of profit and loss (P&L). This amount is reflected under

the head ‘other expenses’in the P&L. The balance sheet presentation for various financial instruments is described below:

Financial assets measured at amortized cost, contract assets and lease receivables:
ECL is presented as an allowance, i.e, as an Integral part of the measurement of those assets in the balance sheet, The allowance reduces the net carryng amount, Until the asset
meets write-off criteria, the company does not reduce Impairment allowance from the gross carrylng amount,

Loan commitments and financial guarantee contracts: ECL is presented as a provision in the balance sheeti.e. as a llability.
Debt instruments measured at FVTOCL: Since financial assets are already reflected at fair value, impairment allowance is not further reduced from its value. Rather, ECL amountis
presented as 'accumulated impairment amount' In the OCI.

For assessing increase in credit risk and impairment loss, the company combines financial instruments on the basis of shared credit risk characteristics with the objective of
facilitating an analysis that is designed to enable significant increases in credit risk to be identified on a timely basis.
The company does not have any purchased or originated credit-impaired (POCI) financial assets, i.e., financial assets which are credit impaired on purchase/origination.

ets and liabiliti

The Company determines classification of financial assets and liabilities on initial recognition. After initial recognition, no reclassification is made for financial assets which are equity
instruments and financial liabilities.,

Reclassification of finan

For financial assets which are debt instruments, a reclassification is made only if there is a change in the business mode! for managing those assets. Changes to the business model
are expected to be infrequent.

The company senior management determines changes in the business model as result of external or internal changes which are significant to the company operations. Such changes
are evident to external parties. A change in the business model occurs when the company either begins or ceases to perform an activity thatis significant to the operations.

If the Company reclassifies financial assets, it applies the reclassification prospectively from the reclassification date which is the first day of the immediately next reporting period
following the change in business model. The Company does not restate any previously recognized gains, losses ({including impairment gains or losses) or interest.

The following table shows various reclassifications and how they are accounted for:

Original Revised % T
Classification Classification ot
Amortized cost EVTPL Fair value is measured at reclassification date, Difference between previous amortized cost and fair|

value is recognized in P&L,

Fair value at reclassification date becomes its new gross carrying amount. EIR is calculated based

FVTPL Amortized cost 5
on the new gross carrying amount.

Fair value is measured atreclassification date. Difference between previous amortized cost and fair|

Amortized cost FVTOCI % B B - S
value is recognized in OCI. No change in EIR due to reclassification.

Fair value at reclassification date becomes its new amortized cost carrying amount. However,
FVTOCI Amortized cost cumulative gain or loss in OCI is adjusted against fair value. Consequently, the asset is measured
as if it had always been measured at amortized cost.

Fair value at reclassification date becomes its new carrying amount. No other adjustment is

FVTPL FVTOCI %
required.

Assets continue to be measured at fair value. Cumulative gain ar loss previously recognized in OCI

Ti T
FvToci FVTEL is reclassified to P&L atthe reclassification date,
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Note 2A: Significant accounting judgements, estimates and assumptlons

The preparatlon of the Company's financial statements requires management to make judgments, estimates and assumptions that affact the reported amounts of revenues, expenses, assets,
liabilities and the accompanying disclosures. £

These fudgments, estimates and assumptions are based on historlcal experience and other factors, Including expectations of future events that may have a financlal Impact on the company
and that are believed to be reasonable under the circumstances.

This note provides an overview of the areas that involve a higher degree of judgments or complexitles and of items which are more llkely to be materlally adjusted due to estimates and
assumptions to be different than those orlginally assessed. Detalled informatlon about each of these judgments, estimates and assumptlons is mentioned below. These Judgments, estimates
and assumptlons are continually evaluated.

Significant estimates and Judgements

1 Impalrment of financial assets
The impalrment provisions for financlal assets are based on assumptlons about risk of default and expected loss rates. The company uses judgement In making these assumptions and
selecting the Inputs to the Impairment calculation, based on the company's past history, exlsting market conditions as well as forward looking estimates at the end of each reporting period.

N

Falr valuation of financial instruments

When the falr values of financlal assets and financlal llabllitles cannot be measured based on quoted prices In active markets, thelr falr value is measured using valuation techniques Including
the discounted cash flow model (DCF). The inputs to these models are taken from observable markets where possible, but where this Is not feasible, a degree of judgement is required in
establishing fair values. Judgements include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about these factors could affect the reported fair
value of financlal instruments.

we

Defined benefit plans

The liability or asset recognised in the balance sheet In respect of gratuity plans Is the present value of the defined benefit obligation at the end of the reporting period less the falr value of
plan assets. The defined benefit obligation is calculated annually by actuarles using the projected unit credit method.

An actuarial valuation involves making various assumptlons that may differ from actual developments in the future. These include the determination of the discount rate, future salary
increases and mortallty rates. Due to the complexities involved in the valuation and its long-term nature, a defined benefit obligation Is highly sensitive to changes in these assumptlons. All
assumptions are reviewed at each reporting date.

The present value of the defined benefit obligation denominated In INR Is determined by discounting the estimated future cash outflows by reference to market yields at the end of the
reporting period an government bonds that have terms approximating to the terms of the related obligation.

The mortality rate Is based on Indian Assured Lives Mortality (2006-08) Ultimate, Those mortality tables tend to change only at interval in response to demographlc changes.

Future salary increases and gratuity increases are based on expected future Inflation rates.

Further details about gratuity obligation are given In Note 42.

4 Deferred tax
At each reporting date, the Company assesses whether the realization of future tax benefits is sufficiently probable to recognize deferred tax assets, This assessment requires the use of
significant estimates with respect to assessment of future taxable income, The recorded amount of total deferred tax assets could change If estimates of projected future taxable income or Iif
changes in current tax regulations are enacted.

5 Customer Claims
The company has made accruals in respect of unsettled prices for some of its raw materials purchase contracts and finished goods sales contracts. These accruals are made considering the
past settlement formula / communications with the vendors and customers respectively. The management has assessed and believes that the timing of cash outflow pertaining to these
accruals are uncertain and hence considered the same as payable / receivable on demand and classified under current liabilities / assets respectively.

Note 2B: Standards issued but not yet effective
1 Ind AS 115 - Revenue from Contracts with Customers
The Ministry of Corporate Affairs (MCA) has notified Ind AS 115, 'Revenue from Contracts with Customers', on 28 March 2018, which is effective for accounting periods beginning on or after 1
April 2018.
The new revenue standard is based on a transfer of control model, which fundamentally changes the basis of revenue recognition, presentation and disclosures. The core principle is described
in a five-step model framework.
The Company is in the process of evaluating the impact on the financial statements in terms of the amount and timing of revenue recognition under the new standard.

N

Ind AS 21-The Effects of Changes in Foreign Exchange Rates

Appendix B to Ind AS 21, Foreign currency transactions and advance consideration: On March 28, 2018, MCA has notified the Companies (Indian Accounting Standards) Amendment Rules,
2018 containing Appendix B ta Ind AS 21, Foreign currency transactions and advance consideration which clarifies the date of the transaction for the purpose of determining the exchange rate
to use on initial recognition of the related asset, expense or income, when an entity has received or paid advance consideration in a foreign currency. This amendment will come into force
from April 1, 2018, The company has evaluated the effect of this on the standalone financial statements and the impact is not material.

w

Ind AS 40- Investment property

Amendment to Ind AS 40 regarding transfers of investment property: On March 28, 2018 MCA has notified the Companies {Indian Accounting Standards) Amendment Rules, 2018 which
clarifies that to transfer to, or from, investment properties there must be change in use. A change in use occurs when the property meets, or ceases to meet, the definition of investment
property and there is evidence of the change in use. A change in intention, in isolation, is not enough to support a transfer.The amendment has also re-characterised the list of evidence of
change in use as a non-exhaustive list of examples and scope of theses examples have been expanded to include assets under construction and development and not only transfers of
completed properties. The company has decided to apply the amendment prospectively to change in use that occur after the date of initial application (i.e. April 1, 2018). Management has
assessed the effect of the amendment on classification of existing property at April 1, 2018 and concluded that no reclassifications required.

EN

Amendments to Ind AS 12 Income taxes regarding recognition of deferred tax assets on unrealised losses
The amendments clarify the accounting for deferred taxes where an asset is measured at fair value and that fair value is below the asset’s tax base. They also clarify certain other aspects of
accounting for deferred tax assets set out below:

- A temporary difference exists whenever the carrying amount of an asset is less than its tax base at the end of the reporting period.

- The estimate of future taxable profit may include the recovery of some of an entity's assets for more than its carrying amount if it is probable that the entity will achieve this. For example,
when a fixed-rate debt instrument is measured at fair value, however, the entity expects to hold and collect the contractual cash flows and it is probable that the asset will be recavered for
more than its carrying amount.

- Where the tax law restricts the source of taxable profits against which particular types of deferred tax assets can be recovered, the recoverability of t!
assessed in combination with other deferred tax assets of the same type.

- Tax deductions resulting from the reversal of deferred tax assets are excluded from the estimated future taxable profit that is used to evaluate
avoid double counting the deductible temporary differences in such assessment. T

MA=C f}"{?
The Company has evaluated the effect of this amendment on the standalone financial st?tfe‘m'én } is ot material.
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Note 3 - Property Plant and Equipment

Varroc Englneering Limited

Notes to the standalone financial statements

(Rs. In Million]

Gross carrying amount Accumulated depreclation Net carrying
amount
[Assiet Clnsk L As at March 31, AraL Depraciation As at March 31, As ot March
Aprll Additions Disposals 2018 April eHiias Disposals 2018 11,2018
1, 2017 1, 2017
Freehold land 68,11 . 68.11 . . . * 68.11
Leasehold land 360.90 2827 389.17 9.38 479 - 1417 a75.00
Factory buildings 1,343.05 1741 . 1,360.46 144,45 65.78 . 210.23 1,150.23
Office buildings 71432 127.44 86.00 755.76 2275 4,98 332 2941 7635
Mant and mashinary ERREER LY h54.17 47.28 6,019.74 1,078.00 653,56 241 1,706 65 4,333,09
Factory equipments 47475 82.10 12.93 543.92 125.76 69.25 4.36 190.65 353.27
Electrical Installatlons 194.96 10.87 . 205.83 57.65 23.72 - 8137 124.46
Camputers 75.92 13.03 0.11 88.84 39.39 17.46 0.11 56.74 32,10
Mould and dles 279.69 77.32 14.75 342.26 89.62 58.30 115 146.77 19549
Electrical fittings 40.77 0.28 0.05 41.00 11.66 5.50 0.03 17.13 23.87
Vehicles 16.05 29.55 3.92 41.68 10.61 6.14 3.78 12.97 281
Furniture and fixtures 115.11 45,99 - 161.10 26.10 17.89 . 43.99 117,11
Office equipments 52.03 11.93 030 63.66 21.62 1221 025 3358 3008
Teols and instruments 106.25 47.98 3.37 150.86 45.10 32.09 0.66 7653 7413
Total 9,275.76 1,145.34 168.71 10,252.39 1,680.09 976.67 36.57 2,620.19 7,632.20
Capltal work-in-progress as at March 31, 2018
Opening capital wark-in-progress 253.13
Additlon during the year 1,109.34
Capitalised during the year {1,145.34
Closing capltal wark-in -progress 217.13
(Rs. In Million|
Gross carrying amount Accumulated depreciation Naticarrylng
amount
RERcin Avat As at March 31, Asat Depreclstion As at March 31, As at March 31,
April Additians Disposals 2017 Aprll charge Disposals 2017 2017
1,2016 1, 2016
Frechold land 68.11 - - 68,11 . - - - 68.11
Leasehold fand 360.90 * 360,90 471 4,67 - 9.38 351,52
Factory bulldings 1,253.71 89.34 . 1,343.05 71.52 72.93 * 144,45 1,198.60
Office buildings 624.10 90.22 4 714.32 10.76 11.98 - 22.75 691,57
Plant and machinery 4,495.11 950.56 11.82 5,433.85 466,12 613.84 3.96 1,076.00 4,357.85
Factory equipments 393.38 84,88 3.51 474,75 60.03 66.97 1.24 125.76 348,99
|Electrical installations 147.99 47.26 0.29 194,96 27.29 30.65 0.28 57.65 13731
Computers 56.22 19.74 0.04 75.92 2013 19.30 0.04 39.39 36.53
Mould and dles 249.34 61.60 31.25 279.69 45.21 46.36 1.95 89.62 190.07
Electrical fittings 38.64 213 - 40.77 6.31 5.35 - 1166 29.11
Vehicles 20.09 1.89 5.93 16.05 8.28 5.68 3.35 10.61 5.44
Furniture and fixtures 106.87 8.25 0.01 115,11 12.85 13.25 - 26.10 89.01
Office equipments 38.52 13.53 0.02 52.03 10.79 10.85 0.02 21.62 3041
Teols and instruments 772.98 28.53 0.27 106.25 18.28 27.01 0.19 45.10 61.15
Total 7.830.97 1,397.93 53.14 9,275.76 762.28 928.85 11.04 1,680.09 7.595.67
Capltal work-in-progress as at March 31,2017
Opening capital work-in-progress 444.02
Addition during the year 1,207.04
Capitalised during the year (1,397.93)
Closing capital work-in -progress 253.13
(i} Leased assets
Leasehold land under finance lease (Rs. in Million}
As at March As at March
31,2018 31,2017
Leasehold land
Cost 389,17 360.90
Accumulated depreciation 14.17 9.38
Net Carrying amount 375.00 351.52

(i) Property, plant and equipment pledged as security

Refer to note 52 for information on property, plant and equipment pledged as security hy the company

(i) Contractual obligations
Refer to note 48 for di of

for the

of property, plant and equipment.

{iv) Office Building includes premises on ownership basis in a Co-Operative Society Rs. 6.3 Million, including cost of shares therein of Rs.125/- per share,




(i)

{ii)

(iv)

Note 4 - Investment Propertios

Notes to the

Varroc Engineering Limited

g1 1 (o] st

(Rs. In Million)
Gross carrylng amount Accumulated depreciation Net carrylng
amount
Asset class As at April 1, Additions As at March 31, |AsatApril1,2017| Depreclation As at March 31, As at
2017 2018 charge 2018 March
31,2018
Leasehold land 33.30 . 33.30 0.80 0.40 1.20 32,10
Factory bulldings 285.70 1.36 287.06 21.82 10.92 32.74 254.32
Total 319.00 1.36 320.36 22.62 11.32 33.94 286.42
Capltal work-In-progress as at March 31, 2018
Opening capital work-in-progress -
Additlon durlng the year 1.36
Capltallsed during the year 1.36

Closing capital work-in -progress

(Rs. in Million)

Gross carrying amount Accumulated depreclation Net carrying
amount
Asset Class
AsatApril 1, Additions As at March 31, |AsatApril 1,2016| Depreciation As at March As at March
2016 2017 charge 31, 2017 31, 2017
Leasehald land 33.30 - 33.30 0.40 0.40 0.80 32,50
Factory buildings 285.70 - 285.70 10.91 10.91 21.82 263.88
Total 319.00 - 319.00 11.31 11.31 22.62 296.38
A rec d in § of Profit and Loss for i properties (Rs. in Million)
For the year | For the year ended
ended March
March 31,2017
31,2018 3
Rental income 46.72 44,78
Profit from investment propertles before depreciation 46.72 44,78
Depreciation 11.32 11.31
Profit from investment properties 35.40 33.47

Leasing arrangements

Certain investment properties are leased to tenants under long-term cancellable operating leases with rentals payable monthly. There is escalation of 10% in lease rentals during the lease terms.

Fair value

Fair value of the invastment property as on March 31, 2017 was Rs. 364.79 million. There is na sigificant change in the fair value of investment property after March 31, 2017.

Estimation of fair value

The company obtains valuations for its investment properties internally. The best evidence of fair value is current prices in an active market for similar properties

Leased assets
Leasehold land under finance lease (Rs. in Million)
As at March As at March
31,2018 31,2017

Leasehold land
Cost 33.30 33.30
Accumulated depreciation 1.20 0.80
Net Carrying amount 32.10 32.50




Note 5 - Intangible Assets

Varroc Engineering Limited
Notes to the standalone financial statements

(Rs. in Million)
Gross carrying amount Amortlisation Net carrying
amount
Asset class As at Aprll Additions As at March 31, As at Aprll Amortisation Asat March31, | AsatMarch31,
1,2017 2018 1, 2017 charge 2018 2018

Software 87.57 53.21 140.78 47.81 25.02 72.83 67.95
Technical Knowhow 8.94 19.12 28.06 1,86 3.10 4.96 23.10
Total 96.51 72,33 168.84 48,67 28.12 77.79 91.05
Intangible assets under development as at March 31,2018
Opening balance . 0.21
Addition during the year 78.09
Capitalised during the year (72.33)
Closing balance 5.97

(Rs. in Million)

Gross carrying amount Amortisation Net carrying
—amount |
Asset class As at April Additlons As at March 31, As at April Amortisation As at March 31, As at March 31,
1, 2016 2017 1, 2016 charge 2017 2017

Saftware 59.36 28.21 87.57 26.64 21.17 47.81 39.76
Technical Knowhow 8.94 - 8.94 0.37 1.49 1.86 7.08
Total 68.30 28.21 96.51 27.01 22.66 49.67 46.84
Intangible assets under development as at March 31,2017
Opening balance 6.32
Addition during the year 22,10
Capitalised during the year (28.21)
Closing balance 0.21




Varroc Engineering Limited
Notes to the standalone financial statements

{Rs. In Million)
As at As at
March March
31,2018 31,2017
6{a}) Nan-current Investments
Face value Number of Shares
tnvestment in subsidlarles- equity instruments at cost fully paid up (unquated) per shore Asat Asat
March March
31,2018 31, 2017
Duravalves India Private Limited 10.00 3,144,730 3,144,730 324.78 324,78
Varroc Lighting Systems (Indla) Private Limited 310,00 439,997 439,997 445.09 445.09
Varrac Polymers Private Limited %10.00 529,100 529,100 500.00 500.00
Varrac European Holding B.V. € 100.00 207,670 207,670 1,300.42 1,300.42
Arics Mentor Holding B.V. €100.00 102,475 102,475 738.34 738.34
Varrac Corp Holding B.V. € 100.00 370,712 370,712 2,871.08 2,871.08
Varrac Japan Co. Ltd ¥10.00 10,000 10,000 0.10 0.10
Total { A) 6,179.81 6,179.81
Investment carried at FVPL
in equity I atFVpL ( )
The Saraswat Co-Operatfve Bank Limited 210.00 6,000 6,000 0.06 0.06
I in les at ised cost {ung )
Natlonal saving certificates 0.06 0.06
Total { 8) 0.12 0.12
Total Non-current Investments (A+B) 6,179.93 6,179.93
o et
Less : Provision for other than temporary diminutian In equity instruments of subsidlaries investments (C) (1,532.72) (1,532.72)
Total non current Investment (A+8-C) n‘m'.z: 4,647.21
6(b} Non current - Loans
Security deposits 17.45 10.13
Total Non Current - Loans 17.45 10.13
7 Non current - Other financial assets
Other assets 0.39 0.41
Total non current other financial assets 0.3 041
8 Income tax assets (net)
Income tax assets (net) 24.04 23.78
9 Other non current assets
Capital advances 152.25 50.56
Provision for capital advances (1.57) (4.69)]
Net capital advances 150.68 45.87
Amount paid under pratest 173 116
Vat recoverable 5.45 473
Gavernment grant receivable 170.65 36.12
Total Other non current assets 328.51 87.88
10  Inventories
Raw materials {Includes material in transit of Rs. 28.19 Million (March 31, 2017 Rs. 69.84 Million) 689.70 472,20
Waork-in-progress 715.14 667.19
Finished goods|Includes finished goods in transit of Rs. 274.02 Million (March 31, 2017 Rs. 235.84 Million) 274.02 252.56
Stock in trade [Includes stock in trade in transit of Rs, NIL {(March 31, 2017 Rs. 12.87 Million) 22.00 80.87
Steres and spare-parts [includes stores-spares in transit of Rs. 1.14 Million {(March 31, 2017 Rs. 0.11 Million) 99.59 109.43
Loose tools [Includes Loose tools in transit of Rs, 2.81million {March 31, 2017 Rs. 0.06 Million) 129.51 129.81
Packing fal [Inel Packing | in transit of Rs. NIL (March 31, 2017 Rs. 0.06 Million) 16.19 13.88
Renewable energy certificates 0.75 5.54
Total 1,946.90 1,731.48
11 Currentinvestment
Investment in mutual funds (unquoted)
31.777 units of 'LIC MF Liquid Fund {previous year Nil units ) 0.10
Aggregate amount of fair value of unquoted investment 0.10 -




Varroc Englneering Limited
Notes to the standalone financial statements

{Rs. In Mlllion)
Asat As at
March March
31,2018 31,2017
12 Trade receivables
Trade recelvables 3,788.17 2,461.55
Receivable from related parties (refer note 47) 106.05 68.52
Less: Allowance for doubtful debts (5.79) (12.65)]
Total &!&43 2,517.42
Break-up of trade recelvables
Unsecured, consldered good 3,888.43 2,517.42
Unsecured, considered Doubtful 5.79 12.65
Total 3,894.22 2,530.07
Allowance for doubtful debts (5.79) {12.65)
Total 3,888.43 2,517.42
— i
Non-Current Partion " e
Current Partion 3,888.43 2,517.42
Transferred Recelvables
The carrying amounts of trade receivables include recelvable which are subject to a factoring arrangement. Under the arrangement, the company has transferred the relevant receivables to the factor
in exchange for cash and is prevented from selling or pledging the recelvables. However, has retalned credit risk and late payment risk, The Company therefore continues to recognise the
transferred assets in its balance sheet. The amount repayable under the f; g ag! isp d as unsecured b ing.
The relevant carrying amounts are as follows:
Total transferred reccivables 1,018.91 -
Associated unsecured borrowlng (refer note 25)
13 (a) Cash and cash equivalents
Cash on hand [refer note 40 (a) | 0.79 0.63
Bank balances
In current accounts 83.24 28.60
Deposit with maturity of less than 3 months . - 0.21
Total Cash and cash equivalents 84.03 29.44
{b) Other bank balances
Long term deposits with ariginal maturity more than 3 months but less than 12 months 183 1.86
Total other bank balances 1.83 1.86
There are no repatriation restrictions with regard to cash and cash equivalents as at the end of the reporting period and prior period.
14 Current-Loans
Loans to related parties ( Refer note 47) s
Interest receivable, Unsecured, considered doubtful 78.40 67.25
Less: Provision for doubtful debts (78.40) {67.25)
Unsecured, considered goad
Security deposits 17.64 24,42
Loans to employees 1.07 1.04
Total Current loans 18.71 25.46
15  Other financial assets
Derivative financial assets at FVPL
Derivative contracts 38.26 3917
Non-derivative financial asset at amortised cost
Accrued interest o0.08 0.98
Initial Public Offer expenses receivable® 136.98 #
Others - 5.60
Total other current financial assets 175.32 45.75
*Initial Public Offer expenses receivable comprise share issue expenses incurred in connection with the proposed Initial Public offer (1PO) by way of offer for sale by existing shareholders of the
Company. These receivables |m:lude fees paid to stock exchanges, SEBI, lawyers, auditors etc., in connection with the IPO of the Company. As per the offer agreement between the Company and the|
selling shareholders, upon | of the Offer, these expenses will be reimbursed by the selling shareholders in propartion to their respective Offered Shares sold pursuant to the Offer,
Accordingly, the Company has classified these expenses as receivable from selling shareholders under Other Financial Assets, Initial Public Offer expenses includes receivable from related parties refer
note 47,
16  Other current assets

Advance to suppliers 35.42 64.70
Prepaid expenses 51.22 39.26
Balance with government authorities 1.03 157.94
Gavernment grant receivable ,« ———a, 107.19 -

Others -"* stely 39.72 13.77
Tatal other current asseu' ® f 234.58 275.67

-‘ ’%




Varroc Engineering Limited
M 1ol

(c)

Notes to the standal tat s
{Rs. In Mlillon)
Asat Asat
March March
31,2018 31,2017
17 Equity and Preference share capltal Number of Shares
Movement In Authorlsed Capital Equity Preference share
share Capital Capltal
Opening Balance as on Aprll 01,2017 16,500,000 33,500,000
Add:- increase during the year (Refer Note 17 (g)) 233,500,000 216,500,000
Closing Balance as on March 31, 2018 250,000,000 250,000,000
Number of Shares
As at March Asat
31,2018 March
31,2017
Autharized:
Equity shares of Re.1 each {previous year Rs.10 each) 250,000,000 16,500,000 250.00 165.00
Preference shares of Re 1 each {previous year Rs,10 sach) 250,000,000 33,500,000 250.00 335.00
500.00 500.00
Issued, subscribed and paid-up:
Equity shares of Re. 1 each {previous year Rs. 10 each) fully pald up 123,127,760 12,312,766 123.13 123.13
0.0001% Series "B" Isorily convertible pref. shares - 852,359 - . 8352
("Series B CCPS") of Re.1 each ( previous year Rs, 10 each) fully pald up
0.0001% Series "C" compulsorily convertible preference shares 11,683,770 1,168,377 11.68 11.68
("Series C CCPS") of Re.1 each (previous year Rs. 10 each) fully pald up
134.81 14343_
{a) Movement in share capital Nos Rs. [n Million Nos Rs. in Million
As at March As at March Asat As at
31,2018 31,2018 March March
Equity shares 31,2017 31, 2017
Outstanding at the beginning of the year 12,312,766 123.13 10,465,851 104.66
0.001% scries A CCPS converted into equity shares . - 1,846,915 18.47
Less- Capital reduction (Refer Note 17 {f} } {852,349) {8.52) - .
Add:- 0,0001% series B CCPS 8,52,359 shares converted into equity shares 852,359 8.52 - -
Outstanding number of shares before considering the impact of sub division of equity shares 12,312,776 123.13
Adjusted closing number of shares on account of sub-division of equity shares {Refer Note 17 (g)) ﬁ 123.13
Outstanding at the end of the year 123,127,760 123._;3 12,312,766 123.13
Preference shares
Outstanding at the beginning of the year 2,020,736 20.20 16,623,365 166.23
Add/{Less):- 0.001% Series A CCPS (converted)into equity shares during the year - - (16,623,365) {166.23}
Add/{Less) :- 0.0001% Series B CCPS issued during the year - - 852,359 B8.52
Add:- 0.0001% Series C CCPS issued during the year - - 1,168,377 1168
Less:- 0,0001% series B CCPS 8,52,359 shares converted into equity shares (852,359) (8.52; - .
Outstanding number of shares before considering the impact of sub division of preference shares 1_,12‘377 11.68
Adjusted number of shares on account of sub. sion of preference shares {Refer Note 17 (g)) 11,683,770 11.68
Outstanding at the end of the year 11,683,770 11.68 2,020,736 20.20
{b) Rights, Preferences and Restrictions attached to Equity Shares

Equity shares: The Company has equity shares having a par value of Re. 1 per share (previous year Rs.10/- per share). In the event of liquidation, the equity shareholders are eligible to receive the
remaining assets of the Company after distribution of all preferential amounts, in proportion to their shareholding. The dividend proposed by the Board of Directors is subject to the approval of the
shareholders in the ensuing Annual General Meeting, except in case of interim dividend.

Pursuant to the agreements, the Company had issued and allotted 2 equity shares having face value of Rs. 10 each at a premium of Rs. 990 per equity share to OMEGA TC Holdings PTE Limited and
TATA Capital Financial Services Limited (collectively referred to as “PE Investors”).

Conversion of Series A CCPS:

During the year 2013-14, pursuant to the agreement with the Private Equity Investors, the Company had issued and allotted 29,999,980 number of 0.001% Series A CCPS having face value of Rs. 10
each at a premium of Rs. 90 per share. The said Series A CCPS are cumulative, mandatorily and fully convertible preference shares.

Prior to conversion of Series A CCPS:
(i) The said PE Investors are entitled to vote at each meeting of the holders of equity shares of the Company to the extent of 9% of the Equity Share Capital on a fully diluted basis. The remaining 91%
voting rights are with other equity shareholders of the Company in proportion to the number of shares held by them,

[il} The halders of each Series A CCPS are entitled to preferential dividend at the rate of 0.001% per year. The amount of dividend accrued on each Series A CCPS during a financial year is required to be|
distributed by the Company to the Investors by way of preferential dividend on April 1st of the subsequent financial year.

{iii) Series A CCPS were classified as compound financial instrument and were accounted based on the terms of the agreement, provisions of IND AS 109 and section 68 (2} (c) of the Companies Act,
2013. During previous year, Series A CCPS were converted into 1,846,915 equity shares of Rs.10/- each ranking pari passu with the existing equity shares of the Company as per the Amendment And
Supplemental Agreement dated March 9, 2017 to original Share Subscription Agreement dated lanuary 24, 2014 entered into between the Company, Promoters and PE investors and have been
accounted for accordingly.
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Varroc Enginaering Limited
Notes to the standalone financial statements

(U]

{Rs. in Mllllon}
As at Asat
March March
31,2018 31,2017
(d) Bonus Issue of Series B CCPS
During the year ended March 31, 2017, the Company Issued and allotted 852,359 Serles B CCPS of Rs.10/- each fully pald as bonus to eliglble equily shareholders of the Company In the ratlo of 61
fully pald Serles B CCPS far every GB8 equity shares of the Company held by them. The Serles B CCPS are non-cumulative, non-participating preference shares, mandatorily and fully convertible
into equlty shares on occurrence of the trigger event, The holder of each Serles B CCPS were entltled to proferential dividend at the rote of 0.0001% per year on the face value. The Sorles B CCPS
did not have any entitlement to participate In any dividend distribution ta the holders of Equity Shares. Under Ind AS, Serles B CCPS were been classified as an equity Instrument based on the
terms of the agreement and trigger event, which s earller of ;
(i) the date on which the Equity Shares of the Company held by Varroc Polymers Private Limlited (VPPL) stand extinguished pursuant te the Capital Reduction Scheme becoming effective after belng
duly approved by the National Company Law Tribunal; or
(li) the date that the Company flles a red herring prospectus with the SEBI for undertaking an IPO,
During the year ended March 31, 2018, the serles B CCPS were been converted Into equity shares pursuant to the approval of the Capital reduction scheme of VPPL by the NCLT (refer note f
below). These shares were Issued and allotted through a special resolution passed in the Board Meeting held en January 16, 2018,
{e) Bonus Issue of serles C CCPS
During the year ended March 31, 2017, the Company issued and allotted 1,168,377 Series C CCPS of Rs.10/- each fully paid as bonus to eligible equity shareholders of the Company in the ratio of|
57 fully paid up Serles C CCPS for every 469 equity shares of the Company held by them. The Serles C CCPS are non-cumulative, participating preference shares, mandatorlly and fully convertible
into equity shares on occurrence of the trigger event, The holder of each Series C CCPS are entitled to preferentlal dividend at the rate of 0.0001% per year on the face value. The Serles C CCPS are
|entitled to participate, on a pari passu basls with Equity Shares, in any dividend distribution to the holders of Equity Shares on an “as if converted’ basis. For the purpose of dividend distribution,
the Series C CCPS prior to thelr conversion shall constitute 1.3% of the Equity Share Capital on a fully diluted basis. Under Ind AS, Serles C CCPS have been classified as an equity Instrument based
on the terms of the agreement and trigger event, which is earlier of;
(i} the date on which the Company files a red herring prospectus with the SEBI for undertaking an IPO or
{ii) IPO Veto Date;
(iil) the Conversion Deadline, as defined In the terms of the agreement, (each such event being the “Series C Trigger Event”).”
b to the year end, in the Board Meeting held on May 31, 2018, these Series C CCPS were converted In the ratio of 1:1 Into 11,683,770 equity shares of % 1 each, ranking parl-passu with,
the existing equity shares of the Company.
n Capltal reduction
The Company, pursuant to the provisions of Section 66 of the Companles Act, 2013 and the rules made thereunder, had filed a petition for reduction of 852,349 equity shares of Rs. 10 each held by
wholly owned subsidiary Varroc Polymers Private Limited (VPPL) without any consideration. This scheme was approved by the Natlonal Company Law Tribunal (NCLT) and was flled with the
Registrar of Companies (ROC) on December 18, 2017, The ROC registered the order on January 15, 2018 and the Company took on record this transaction at the Board Meeting on January 16,
2018. Pursuant to this transaction, share capital of Rs. 8.52 million has been transferred to Capital Reserve as at March 31, 2018.
(&) During the year, face value per Equity Share and Preference Share have been sub divided from Rs, 10 to Rs. 1. Further authorised share capital of the Company was reclassified from Rs. 500 Million
g of Rs. 165 Million (165,000,000 Equity Shares of Rs.1/- each) and Rs. 335 Million (335,000,000 Preference Shares of Rs.1/- each) to Rs. 250 Million (250,000,000 Equity Shares of Rs.1/-
each) and Rs. 250 Million {Consisting of 250,000,000 Preference Shares of Rs.1/- each).
(h) Details of shares held by shareholders holding more than 5% of the aggregate shares in the Company
As at March 31, 2018 As at March 31, 2017
Name of the Shareholder Numbers of Numbers of shares
shares % of % of
Face value shareholding Face value shareholding
Rs.1 Rs. 10
Equity Shares
Mr. Tarang Jain 50,798,590 41,26% 3,529,025 28.66%
T Holdings Trust 33,850,000 27.49% 3,385,000 27.49%
Omega TC Holdings PTE LTD 16,917,130 13.74% 1,691,713 13.74%
Naresh Chandra Holdings Trust 10,000,000 8.12% 1,000,000 8.12%
Suman Jain Holdings Trust 10,000,000 8.12% 1,000,000 8.12%
M/s Varroc Polymers Private Limited - - 852,349 6.92%
|Preference Shares
Mr. Tarang Jain 11,683,770 |  100.00% 1,453,523 71.93%
Mr. Naresh Chandra - 0.00% 324,504 16.06%
Mrs. Suman Jain - 0.00% 242,709 12.01%

Aggregate number of bonus shares issued during the five years immediately preceding March 31, 2018
0.0001% Series B CCPS and Series C CCPS allotted as fully paid up bonus shares by capitalisation of profits from securities premium during the year ended No of Shares
March 31, 2017, 20,20,736

The Company during the preceding 5 years:

i. Has not allotted shares pursuant to contracts without payment received in cash.
ii. Has not issued shares by way of bonus shares except as above.
iil. Has not bought back any shares.

Varroc Polymers Private Limited, a wholly owned subsidiary of the Company, holds Nil (Previous year 852,349) shares of the Company.




Varroc Engineering Limited
Notes to the standalone financial statements

(Rs. In Mllllon)
Asat Asat
March March
31,2018 31,2017
18  Reserves and surplus
Retalned earnings 1,818.60 1,182.23
General reserve 1,474.38 1,474,38
Capital reserve 8.52 -
Debenture redemption reserve 200.00 200.00
Securlties premium reserve 6,481.43 6,481.43
9,982.93 9,338,014
Retained earnings
Balance at the beginning of the year 1,182.23 1,015.09
Add:- Profit for the year 698.30 420.04
Add:- Items of other comprehensive income r fsed directly In Ined earning
R ement of post-employment bencfit obligation (Net of tax) 10.82 (8.04)
Less:- Interim dividend of Rs.0.50 per equity share of Re. 1 each {previous year: Rs. 3.5 per equity share of Rs.10 each} [(including dividend {72.75) (44.86)
distribution tax Rs.11.19 Million) (Previous year Rs.4.61 Million)] {refer note 17 (g)]
Less:- Transfer to debenture redemption reserve {25% of face value) - (200.00)
Balance at the end of the year 1,818.60 1,182.23
General reserve
Balance at the beginning and end of the year 1,474.38 1,474.38
Capital reserve
Balance at the beginning of the year - -
Add:-On account of Capital reduction { Refer Note 17(f)) 8.52 -
Balance at the end of the year 8.52 -
Debenture redemption reserve
Balance at the beginning of the year 200.00 -
Add:-Transfer from retained earnings - 200.00
Balance at the end of the year 200.00 200.00
Securitles premium reserve
Balance at the beginning of the year 6,481.43 3,366.25
Add:- Conversion of 0.001% Series "A” CCPS inta equity shares (Refer Note 17) - 3,135.43
Less:- Issue of 0.0001% Series "B" CCPS and Series "C" CCPS (Refer Note 17) - (20.25)
Balance at the end of the year 6,481.43 6,481.43
Total Reserves and surplus 9,982.93 9,338.04
19  Otherreserves
Cash flow hedge
Balance at the beginning of the year {8.95) (9.28)
Gain/ {Loss} on changes in fair value of hedging instruments 12,02 (21.84)
Income tax relating to gains/loss reclassified to profit and loss (4.20) 7.56
Reclassification to Statement of Profit and Loss (1.14) 14.61
Balance at the end of the year (2.27) (8.95)
Equity component of CCPS (Refer Note 17{c))
Balance at the beginning of the year -
Transfer during the year -
Balance at the end of the year - -
Total other reserve {2.27) {8.95)
Nature and purpose of reserves
General reserve
General reserve is the retained earning of the company which is kept aside out of the company's profits to meet future (known or unknown) obligations.
Debenture redemption reserve
The company is required to create a debenture redemption reserve out of the profits which is available for payment of dividend for the purpose of redemption of debentures.
Capital reserve
Capital reserve is not available for distribution as dividend.
Securities premium reserve
Securities premium reserve is used to record the premium on issue of shares. The reserve is utilised in accordance with the provisions of the Companies Act, 2013.
Cash flow hedging reserve
The company uses hedging instruments to hedge its exposure to movements in foreign exchange rates and interest rates, which are designated as cash flow hedges. To the extent these hedges
are effective, the change in fair value of the hedging i is re ised in the cash flow hedge reserve. Amounts recognised in cash flow hedge reserve are reclassified to profit or lass when
the hedged item affects profit or loss.




Varroc Engincering Limited

Notes to the standal fl lal stat ts
{Rs. in Miliion)
As at As at
March March
31,2018 i1, 2017
20 Non- current - Borrowings
Secured
Debentures
800 8.10% Non convertlble debentures of Rs.1,000,000 each B00.00 800.00
Term loans
Fram banks
Rupee loans 388.89 379.99
Foreign currency loans 608.26 1,074.49
From financial Institutions 202.38 327.21
1,199,53 1,781.69
Buyers credit {capltal nature) 12241 305.26
Unsecured
Deferred sales tax loan ) 82,67 127.74
Total non current borrowing 2,204.61 3,014.69
St ]
_Maturity profile of non current borrowings
urr
Effective Interest Camant NoniCurrent
Partlculars Rat (refer note
e 27) 2019-20 2020-2021 | 20212022 2022-2023 Total
Term Loans 855%to 11.% 704.34 638.38 382.25 123.34 55.56 1,199.53
Debentures 8.10% - 800.00 - - - 800.00
Buyers Credit 0.25% t02.33% 87.26 71.61 50.80 - - 12241
Deferred Sales Tax Loan 45.05 35.09 25.29 16.09 6.20 B2.67
836.65 1,545.08 458.34 133.43 61.76 2,204.61
1) Rupee term loans , foreign currency loan (ECB) and Letter of Credit from Bank are secured by:
a) ECB Loan from ICICI Bank secured by First parl-passu charge by way of Joint Mortgage of immovable properties of the Company located at E-4,
L-6/2, and L-4 MIDC ,Waluj, Aurangabad-431136.
b) Letter of credit (Buyers Credit) secured by First pari-passu charge on current asset of the company
2) a) Foreign currency loan (FCNR loan USD 7.27 Million) from Citi Bank N.A. Is secured by first pari-passu charge on mavable fixed assets of Crankshaft unit both present and future located at M-
191/3, MIDC, Walu], Aurangabad - 431136.
b) Forelgn currency loan (FCNR loan USD 2.25 Million) from Citi Bank N.A. is secured by first pari-passu charge on movable fixed assets of solar unit both present and future located at Sakri, Dhule.
3) Rupee Term Loans from Financial Institution, From Banks and Non Convertible debentures are secured by:
a) Rupee Term loan of Rs. 500 Million availed from Baja] Finance Limited is secured by first pari-passu charge on movable fixed assets both present and future of crankshaft unit located at M-191/3
MIDC, Waluj, Aurangabad - 431136.
b} Rupee Term Loan from Kotak Mahindra Bank Limited is secured by way of first pari passu charge on movable fixed assets both present and future of unit V located at L-6/2, MIDC, Waluj,
Aurangabad -431136.
¢c) 8.10% Nan convertible debentures of Rs. 800 Million is secured by way of first pari passu charge on movable fixed assets both present and future of unit 11| located at 8-24 & 25, MIDC, Chakan, Pune
- 410501 and unit Vil {Valves and Forging) located at L-4, MIDC, Waluj, Aurangabad - 431136,
4) The carrying of fi ial and non fi ial assets pledged as security for current and non-current borrowings are disclosed in Note 52.
21 "Non- current - Other financial liabilities
Security deposits 5.64 5.16
Total other Financial liabilities 5.64 5.16
22 Non-current - Provisions

Compensated absences 29,95 33.09
Provision for caupon scheme ( Refer note 28} 23.10 21.61

Total non current provisions 53.05 54.70




Varroc Engineering Limited

Notes to the standalona fi lal stat ts
{Rs. In Million)
As at As at
March March
31, 2018 31,2017
23 Deferred tox lisbilities (net)
The balance comprises temporary differences attributable to :
Deferred tax liabilities
Depreciation and amortization 572.38 569.66
Others 13.37 8.56
585.75 578.22
Deferred tox assets
Expenses allowable on payment 18.24 53.88
Provislon for doubtful debts and advances 2.02 29.27
Unabsorbed tax depreciation and losses . 102,50
Others 24.62 -
MAT Credit Entitlement 405.65 387.69
450.53 573.34
e
Total 135.22 A.88
Movement in deferred tax assets/ (liabilities)
Opening deferred tax {assets} / liabilities 4.88 47.76
Charged to prafit or loss
Expenses allowable on payment 25.63 17.28
Provislon for doubtful debts and advances 27.25 225
Unabsorbed tax depreciation and losses 102,50 2,63
Depreciation and amortisation 272 46.36
Others (19.81) 8.11
138.29 76.63
Charged to other comprehensive income
Cash flow hedge reserve 4.20 (7.56)
Remeasurement of defined benefit obligation 5.81 (4.43)
10.01 {11.99)
{Increase) / Decrease of MAT credit {17.96) {102.52)
Closing deferred tax liability after set off 135.22 4.88
Note: Deferred tax assets and deferred tax liabilities have been affset as they relate to the same governing taxation laws.
24 Other non -current liabilities
Deferred government grant 172.66 -
Total other non current {iabilities 172.66 -
25  Current borrowings Maturity Date|  Terms of Interest rate
Repayment
Secured
Cash Credit On Demand On Demand |9.15% to 11.80% 52.64 128.92
Unsecured
Working capital facilities
Factored Receivables/Bill Discounting Various 45 days 8.25% ta 8.50% 1,018.91 -
From banks {Pre-shipment credit (PCRE)) Various 6 Month 5.15% 47.77 -
From financial institutions Various 41 to 42 days 8.45% - 605.00 380.00
Commercial Papers . 739.65
Total current borrowings 1,724.32 1,248.57

Working capital facilities availed from Corporation Bank, Standard Chartered Bank, HOFC Bank Limited, CITI Bank N.A, ICIC| Bank Limited, IDBI Bank Limited and Kotak Mahindra Bank Limited are
secured by first pari-passu charge by way of hypothecation of stocks of raw materials, wark in progress, finished goods, consumable, stores and spares, packing materials and receivables of the
Company both present and future,

The carrying of fi ial and non fi ial assets pledged as security for current and non-current borrowings are disclosed in Note 52
Net Deht Reconciliation March 31,2018 March 31,2017
Cash and Cash equivalents including cash credit {refer note 13 {a) 3139 (99.48)
Current barrowings (1,671.68) {1,119.65)
Non-current borrowings includes Current maturities of nan-current borrowings {refer note 20 and 27) (3,041.26) (3,581.39)
Interest accrued but not due (refer note 27} (28.04) {32.33
Net debt !4{709.59! !4A8 ,ESI
Reconciliation of Net Debt
Particulars As on April 1, Cashflows Interest Interest Paid | Cash flow hedge | Gain/loss on As an March
2017 Expenses Reserve sale of 31,2018
investments
Cash and cash equivalent (99.48) 130.87 31.39
Liquid Investment - 0.48 058 0.10
Current borowings 1,119.65 552.03 1,671.68
Non-current borrowings 3,581.39 {541.27) 1.14 3,041.26
Interest accrued but not due 3233 401,50 405.79 28.04
leierest accruec Dyt not cue — et
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Varroc Engineering Limited
Notes to the standalone financial statements

{Rs. In Milllon)
As at As at
March March
31,2018 31,2017
26 Trade payahles
Total outstanding dues of micro enterprises and small enterprises {refer note 41) 8.75 13.59
Total outstanding dues other than micro enterprises and small enterprises and related partles 3,085.24 2,145,25
Trade payables to Related Parties (refer note 47) 149.30 G0.80
Total trade payables 3izu.zs 2,219.64
27 Current- Other financlal liabilities
Current maturities of non-current borrowings (refer note 20} 836,65 566,70
Interest accrued but not due on borrowings 28.04 3233
Capital creditors 274,78 133.76
Customer securlty deposits 36.75 29.51
Employee benefits payable 106.19 71.02
Derivative liabllities pending settlement 48.59 60,61
Total other financial liabilities 1,331.00 £93.93
28 Current- Provisions
Pravision for Employee benefits
Gratuity (refer note 42) - 14.98
Compensated absences 458 148
Others
Pravision for loan taken by subsidiary 150.77 129.30
Provision for warranties* 23.32 16.91
Provision for coupon scheme®* 15.40 14.40
Total current provisien 194.07 180.07
Warrantles Provislan for loan taken by Provision for coupon scheme
subsldiary
March March
March 31,2018 March 31, h 017 March 31,2017
rch 3 arcl 2017 31,2018 March 31,2 31,2018 arc]
Balance as at the beginning of the year 16.91 14,57 129.30 140.39 36.01 27.68
Additions during the year 24.32 20.00 21.47 - 12.91 1238
Utilization/Reversed during the year (17.91) {17.66) - {11.08) {10.42) {4.05)
Bal, as at the end of the year 23.32 16.91 150.77 129.30 38.50 36.01
Current Portion 23.32 16.91 150.77 129.30 15.40 14.40
Non-Current Partion - - - - 23.10 21.61
Total 23.32 16.91 150.77 125.30 38.50 36.01
* Provision for warranties :- The Company provides warranties on applicable praducts, for their satisfactory performance during the warranty period as per the contracts with buyers, Provision for
warranty claims arising out of such obligation is made based on such warranty period.
** Provision for Coupon Scheme :- Provision is made for estimated cost of redemption. These are d to be red i with in 2-3 years, Management estimates the provision
based on historical claims information and any recent trands, The impact on discounting of the provision is not material.
29  Other current liabilities

Ad ived from c 57.43 39.89
Statutory Dues Payable 98.15 56.93
Other payables 46.71 40.55
Deferred government grant 34.53 61.11

Total Other current liabilities 236.82 198.48
=




Varroc Engineering Limited

Notes to the standalone financlal statements

(Rs. in Million)

For the year Far the year
ended ended
March March
31, 2018 31,2017
30 Revenue from operations
Sale of products *
Finished goods 19,917.59 16,965.98
Traded goods 686.58 807.68
Other operating revenue
Wind power generation 51.26 56.85
Solar power generation 44,42 51.24
Job work receipts 4.40 1.80
Scrap sales 82.65 51.31
Management fees 73.43 88.77
Export Incentives 66.61 3R q7
Others 27.81 57.93
Total revenue from operations 20,954.75 18,120.53

* Note: Revenue from Operations for the year ended March 31, 2017 includes excise duty which is discontinued w.e.f. July 1, 2017 upon implementation
of Goods and Services Tax (GST) in India. In accordance with Ind AS 18, Revenue, GST is not included in Revenue from Operations. In view of the
aforesaid restructuring of Indirect taxes, Revenue from Operations for the year ended March 31, 2018 is not comparable with that of the previous year.

Revenue from operations net of Excise duty 20,468.92 16,760.10
31 Otherincome
Rent income from Investment properties 46.72 44,78
Dividend Income from equity investments carried at cost 6.62 17.63
Interest Income
from financial assets measured at amortised cost 0.23 1.96
Others 0.61 4.10
Unwinding of discount on security deposit 1.49 0.45
Net gain on sale of investments 0.58 9.42
Government grants 105.24 74.13
Net foreign exchange gain 69.53 122.31
Commission on corporate guarantees 47.29 35.50
Miscellaneous income 9.40 14.23
Total Other income 287.71 324.51
32  Cost of materials consumed
Raw material at the beginning of the year 472.20 458.61
Add: Purchases 12,753.27 10,140.15
13,225.47 10,598.76
Less: Raw material at the end of the year 689.70 472.20
Total cost of materials consumed 12,535.77 10,126.56
33 Changes in Inventories of work-in-progress, stock-in-trade and finished goods
Opening balance
Work-in-progress 667.19 628.62
Finished goods 252.56 206.18
Stock-in-trade 80.87 98.61
Total opening balance 1,000.62 933.41
Closing balance
Work-in-progress 715.14 667.19
Finished goods 274.02 252.56
Stock-in-trade 22.00 80.87
Total closing balance 1,011.16 1,000.62
Total changes in inventories of work-in-progress, stock-in-trade and finished goods (10.54) (67.21)




Varroc Engineerlng Limited
Notes to the standalone financlal statements

{Rs. in Million)
For the year For the year
ended ended
March March
31,2018 31, 2017
34 Employee benefits expense
Salaries, wages and bonus 1,525.41 1,245.44
Contribution to Gratuity and other funds {Refer Note 42) 113.35 96.66
Staff welfare expenses 115.00 89.66
Total employee benefits expense 1,753.76 1,431.76
35 Deprectation and amort
Depreciation of property, plant and equipment 976.67 928.85
Depreciation of Investment property 11.32 11.31
Amortisation of intangible assets 28.12 22.66
Total depreciation and amortisation 1,016.11 962.82
36  Other Expenses
Consumption of stores and spares and loose tools 433.51 415.66
Consumption of packing materlals 206.50 174.61
Repairs to
Buildings 6.79 9.31
Machinery 80.81 67.11
Others 115.65 125,73
Telephone and communication expenses 13.64 14.32
Water and electricity charges 544,93 485.43
Rental charges {refer note 48 (b]} 47.43 44,81
Rates and taxes 10.67 10.08
Contract labour cost 815.97 709.48
Legal and professional fees 87.59 88.55
Net loss on sale of tangible/ intangible assats 5.36 4,85
Guarantee commission paid - 0.06
Travelling and conveyance 155.22 139.35
Insurance 15.48 19.52
Payment to Auditors - refer note (a) below 9.89 1246
Corporate social responsibility expenditure - refer note (b) below 18.59 16.71
Provision for doubtful loans, advances and debts (Net) 6.81 1.24
Sales promation, marketing and advertisement cost 64.37 64.17
Research and development expenses - refer note (c) below 357.91 223.69
Freight and forwarding expenses 326.75 224,63
Royalty 2.98 2.33
Warranties 24.32 20.00
Miscellaneous expenses 147.27 130.35
Total Other expenses 3,498.84 3,004.45
{a) Payment to auditors
Statutory audit fees 2.89 3.60
Tax audit fees . 0.28 0.28
Certification fees 0.50 0.43
Others 5.26 6.89
Re-imbursement of expenses 0.96 1.26
Total payment to auditors™ 9.89 12.46

*In addition to the above, fees for the work in connection with the Initial Public Offer {IPO) of Rs. 28.50 Million paid/payable to the auditors have been
included in the Initial Public Offer expenses receivable (Refer Note no. 15 ).

{b) Corporate social responsibility expenditure

As set out in section 135 of the Companies Act, 2013, the Company is required to contribute Rs.8.98 Million (previous year Rs, 11.00 Million) towards
Corporate Social R ibility activities as calculated basis 2% of its average net profits of the last three financial years. Accordingly, during the year, the
Company has contributed Rs.18.59 Million (Previous year Rs. 16.71 Million) towards the eligible projects as mentioned in Schedule VIl {Including
amendments thereto) of the Companies Act, 2013, There is na capital expenditure incurred towards carporate social responsibilities.

{c)R h and devel
Consumption of raw materials, stores and spares 26.43 18.52
Power and fuel 4.23 296
Repairs and maintenance 15.09 8.85
Personnel costs 209.08 129.38
Others 103.08 63.98
Subtotat 357.91 223,69
Depreciation 27.83 23.10

Total m 385.90 246.79
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Varroc Engineering Limited
Notes to the standalone financlal statements

(Rs. In Million)
For the year For the year
ended ended
March March
31,2018 31, 2017
Details of capital expenditure Incurred for Research and Development are given below:
Particulars
Plant and machinery 10.44 2.80
Factory equipment’s and electrical Instailations 14.83 -
Office equipment's 0.09 0.99
Tools and equipment's 1.09 1.50
Furniture and electrical fittings 0.11 1.55
Vehicles 0.70 151
Computers 4.60 4,05
Software 23.67 16.94
Total 55.53 29.34
37  Finance costs (other than imputed interest and changes in cash flow estimates on liabllity portion of CCPS)
Interest and finance charges on financial liabilities not at fair value through profit or loss 376.45 406.37
Exchange differences regarded as an adjustment to borrowing costs 12.43 (0.20)
Other borrowing cost 12,62 20.73
Total finance cost 401.50 426.90




Vaorroc Engineering Limited
Nates to the standalone financlal statements

(Rs. in Million
For the year For the year
ended ended
March March
31, 2018 31, 2017

38  Segment Information

In accordance with paragraph 4 of notified Ind AS 108 "Oparating sagments", the Company has disclosed segment information only on the basis of the!
consolidated financlal statements.

39  Income tax expense
{1) Profit and loss section
{a) Incame tax expense

Current tax
Current tax on profits for the year 232.97 107.68
Adjustments for current tax of prior periods - 331
Total current tax expense 232.97 110.99
Deferred tax 120.33 (30.89)
Total Income tax [ Ised in of profit and loss 353.30 80.10

{li) Other comprehensive Income (OCI) section
{a) Deferred losses on cash flow hedges

Incame tax charged to OCI {4.20) 7.56
(b) Remeasurement of defined benefit obligation

income tax charged to OCl (5.81) © 443
Total Deferred tax charged to OCt {10.01) 11.99
Reconciliation of tax expense and the accounting profit :
Profit before tax 1,051.60 500.14
Taxrate 34.61% 34.61%
f tax exp as per applicable tax rate 363.94 173.09

Tax effect of amounts which are not deductible {taxable} in calculating taxable Income:

Welghted deduction on research and development expenditure (71.17) (64.60)
Corporate social responsibility expenditure 6.43 578
Disallowance u/s 14A of Income Tax Act, 1961 4.40 4.67
Exempt non-operating Income (2.29) (37.25)
Other non-deductible expenses 19.26 2.16
Investment Allowance - (52.03)
Tax expense of prior periods - 3.31
Imputed interest and changes in cash flow estimates on liability portion of CCPS - 14.40
Others 32.73 30.57
(10.64) (52.99)

__353.30 80.10

40(a) Disclosure on specified bank notes (SBNs)

During the previous year, the Company had specified bank notes or other denomination note as defined in the MCA notification G.S.R. 308(E) dated March
31, 2017 on the details of Specified Bank Notes (SBN) heid and transacted during the period from November 8, 2016 to December, 30 2016, the
denomination wise SBNs and other notes as per the notification is given below:

Amount in Rs
* Total
Particulars SBNs’ Gthar danomination otal
Notes

Closing cash in hand as on November.8, 2016 984,500 75,039 1,059,539
(+) Permitted receipts  * - 942,000 942,000
() Permitted payments - (623,504) {623,504)
(-) Amount deposited in Banks " (984,500) {16,850) {1,001,350)
Closing cash in hand as on December 30, 2016 - 376,685 376,685

* For the purpases of this clause, the term ‘Specified Bank Notes’ shall have the same meaning provided in the notification of the Government of India, in
the Ministry of Finance, Department of Economic Affairs number 5.0. 3407(E), dated the November 8, 2016,

40 (b) The Shareholders at their meeting held on January 25, 2018, accorded their approval for conversicn of the Company from 2 "Private Limited Company” to

“Public Limited C y*. N y di have been filed with the Ministry of Corporate Affairs and the same has been approved by the Register of]

Companies (ROC) Mumbai on February 05, 2018.
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Varroc Engineering Limited
Notes to the standalone financial statements

Note 41 - Dues to micro and small enterprises

The Company has certain dues to suppliers registered under Micro, Small and Medium Enterprises Development Act, 2006 (‘M SMED Act’).
The disclosures pursuant to the said MSMED Act are as follows:

(Rs. In Million)
March March
31,2018 31, 2017

a) |Principal amount due to suppliers registered under the MSMED Act and remaining unpaid 7.21 12.31
as at year end

b Interest due to suppliers registered under the MSMED Act and remaining unpaid as at year 0.01 %

) end

Principal amounts paid to suppliers registered under the MSMED Act, beyond the 29.04 227.96

. appointed day during the year

d) [Interest paid, other than under Section 16 of MSMED Act, to suppliers registered under the - -
MSMED Act, beyond the appointed day during the year

e) [Interest paid, under Section 16 of MSMED Act, to suppliers registered under the MSMED - -
Act, beyond the appointed day during the year

f Interest due and payable towards suppliers registered under MSMED Act, for payments 0.25 0.27
already made

g) [|Further interest remaining due and payable for earlier years 1.28 1.01

* Amount below rounding off norm adopted by the Company.




Varroc Engineering Limited
Notes to the dalone fi lal

Note 42 - Employec bencfit obligatl

A

{a

{b,

{c

(d)

(e)

Defined contrlbution plans:
The Company has certain defined contrlbution plans. Contributions are made to provident fund in India for employees at the rate of 12% of basic salary
as per regulations. The contributlons are made to registered provident fund administered by the government. The obligatlon of the company is limited to
the amount contributed and it has no further contractual nor any constructive obligation. The expense recognised during the year towards defined
contrlbution plan Is as under

{Rs. In Mlllion}

March 31, 2018 March 31, 2017
{1} Contribution to Employees’ provident fund 41.51 39.86
(li) Cantribution to Employees' family penslon fund 32.35 30.31
Total 73.86 70.17

Gratuity

The Company provides for gratuity for employees in India as per the Payment of Gratuity Act, 1972, Employees who are in continuous service for a period
of 5 years are eligible for gratuity. The amount of gratuity payable on retirement/termination Is the employees last drawn basic salary plus Dearness
Allowance per month computed proportionately for 15 days salary multiplied for the number of years of service. The gratulty plan is a funded plan and
the Company makes contributions to recognised funds in India. The Company does not fully fund the liability and maintains a target level of funding ta be
malntained over a perlod of time based on estimations of exp d gratuity p

The amounts recognised In the balance sheet and the movements in the net defined benefit obligation over the year are as follows:
{Rs. In Million)

Particulars As at

March 31, 2018 March 31, 2017
Change in present value of benefit obligations
Liability at the beginning of the year 149.57 125.45
Service cost 28.84 21.11
Interest expense 10.28 9.30
Remeasurements - Actuarial (gains})/ losses (refer note () below) {16.53) 1197
Benefits paid {13.55) (18,26)
Liability at the end of the year 158.62 149.57
Change in fair value of plan assets
Fair value of plan assets at the beginning of the year 13459 117.25
Interest income 10.24 9.75
Remeasurements- Return on plan assets excluding amounts recognised in interest income 0.09 {0.32)
(refer note (e) below)
Contributions 27.27 26,17
Benefits paid {13.55) (18.26)
Fair value of plan assets at the end of the year 158.64 134.59

The net lability disclosed above relates to funded plan is as follows:
{Rs. In Mlllion)

Particulars As at As at
March 31, 2018 March 31, 2017
Present value of funded obligations 158.62 149.57
Fair value of plan assets 158.64 134.59
Deficit of funded plan {0.02) 14,98
Exp to be recognized in the S of Prafit and Loss under employee benefit expenses
{Rs. In Million)
Particulars For the year ended
. March 31, 2018 March 31, 2017
Service cost 25,70 2111
Past service cost™® 3.14 .
Net interest (income)/expense 0.04 {0.45)
Net gratuity cost 28.88 20.66

* This pertains to past service cost. On account of amendment to Payment of Gratuity {Amendment) Act, 2018 dated Mar 29, 2018, there is an increase in
the existing ceiling limit of the amount of gratuity payable to employees who have completed five years of continuous service from rupees 10 lakhs to
rupees 20 lakhs.

Exp to be rec din of other
comorehensive income: {Rs. In Million)
Particulars For the year ended
March 31, 2018 March 31, 2017

Remeasurement
Experience {Gain)/ Losses on plan liabilities {1.66) {2.90)
(Return) / loss on plan assets excluding amounts recognised in interest (income)/expenses (0.09) 0.32
(Gain)/loss from change in financial assumptions {14.88) 14.87

~ {16.63) 12.29
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{f) Vvaluation in respect of gratulty has been carried out by independent actuary, as at the balance sheet date, based on the following assumptlons:

1)

2)

Partlculars For the year ended

March 31, 2018 March 31, 2017
Discount rate 7.90% 7.20%
Salary growth rate 7% 7%
Weighted average duration of defined benefit obligation 1.4 12.15

As per actuary report, the Company assesses these assumptions with its projected long-term plans of growth and prevalent industry standards. The
discount rate Is based on the government bonds.

Quantltative sensitivity analysls for significant assumptlons are as follows:

As at
Change in Assumption March 31, 2018 March 31, 2017
Increase/{decrease) In present value of defined benefit obligatlon as at the end of the year
(1} 1% Increase in discount rate 11.46% 12.20%
{I1) 1% decrease in discount rate 13.78% 14.81%
(Iil) 1% Increase in rate of salary escalation 12.49% 12.82%
{Iv) 1% decreasing rate of salary escalation 10.68% 11,06%

Sensltivity for significant actuarlal assumptions Is computed by varying one actuarlal assumption used for the valuation of the defined benefit obligation
by 1%, keeping all other actuarial assumptlons constant. When calculating the sensitivity of the defined benefit obligation to significant actuarial
assumptions the same method(present value of defined benefit obligation calculated with the proj d unit credit method at the end of reporting
perlod) has been applied while calculating the defined benefit llabllity recognised In the balance sheet. The methods and types of assumptions used in
preparing the sensitivity analysis did not change compared to the prior period.

Major categories of Plan Assets are as follows:
(Rs. In Million)

As at March 31, 2018 As at March 31, 2017
Amount % Amount %
Funds managed by Insurer 158.64 100% 134.5% 100%
Total 158.64 100% 134.59 100%

As the funds are managed wholly by the insurance company, the break-up of the plan assets is unavailable.

Actual return on assets for the year ended March 31, 2018 and year ended March 31, 2017 was Rs,10.34 million and Rs.9.43 million respectively.
The Company expects to contribute Rs. 30.00 Million to the gratuity trusts during the fiscal 2018. As at March 31, 2018 it has contrlbuted Rs.28.74 Million

Maturity profile of defined benefit obligation:
{Rs. In Million)

As at As at
March 31, 2018 March 31, 2017
Within 1 year X431 4,88
1-2 year 647 X5.14
2-3year %9.76 X 7.45
3-4 year 1241 210.63
4-5 year 16.84 1232
5-10 years 113,96 92.97

RISK EXPOSURE AND ASSET LIABILITY MATCHING

Provision of a defined benefit scheme poses certain risks, some of which are detailed here under as companies take on uncertain long-term obligations to
make future benefit payments.

Liability Risks

Asset-Liability Mismatch Risk-

Risk which arises if there is a mismatch in the duration of the assets relative to the liabilities. By matching duration with the defined benefit liabilities, the
company is successfully able to neutralize valuation swings caused by interest rate movements. Hence companies are encouraged to adopt asset-liability
management.

Discount Rate Risk-
Variations in the discount rate used to compute the present value of the liabilities may seem small, but in practice can have a significant impact on the
defined benefit liabilities,

Future Salary Escalation and Inflation Risk -

Since price inflation and salary growth are linked economically, they are combined for disclosure purposes. Rising salaries will often resulting higher
future defined benefit payments resulting in a higher present value of liabllities especially unexpected salary increases provided at management's
discretion may lead to uncertainties in estimating this increasing risk.

Asset Risks

All plan assets are maintained in a trust fund managed by a public sector insurer viz; LIC of India. LIC has a sovereign guarantee and has been providing
consistent and competitive returns over the years.

The company has opted for a traditional fund wherein all assets are invested primarily in risk averse markets. The company has no control over the
management of funds but this option provides a high level of safety for the tatal corpus. A single account is maintained for both the investment and claim
settlement and hence 100% liquidity is ensured. Also interest rate and inflation risk are taken care of.
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Varroc Enalnecrlns leltcd

Notes to the
Note 43 - Falr Value Measurement
Financlal instruments by category
(Rs. In Million)
March 31, 2018 March 31, 2017
FVPL Fvocl FVPL FvoCi Amortlsed cost
Amortised cost

Financlal assets

Investments

- Equity instruments 0.06 - - 0.06

- Mutual funds 0.10 * . = = &

- Government securlties - . 0.06 . - 0.06
Trade receivables - - 3,888.43 - - 2,517.42
Loans - - 36.16 - - 3559
Cash and bank balances - - B85.86 - - 3130
Derivative Contracts 38.26 - - 39.17 - -
Other financlal assets - - 137.45 - - 6.99
Total financial assets 38.42 - 4,147.96 39.23 - 2,591.36
Financial liabllities
Borrowings - - 4,765.58 - - 4,829.96
Derivative liabiliti di { - 48.59 - - 60.61 .
Security deposits - - 42.39 - - 34.67
Trade payables - - 3,243.29 - - 2,219.64
Acceptances - - 184.12 - - 296.18
Other financial liabilities - - 402.01 - - 237.11
Total financial liabilities - 48.59 8,644.39 - 60.61 7,617.56

(i}  Falrvalue hlerarchy
This section exp!. the Jud| and est made In determining the fair values of the financlal instruments that are (a) recognised and measured at fair value and
{b) measured at amortised cost and for which fair values are disclosed In the financlal statements. To provide an indication about the rellability of the Inputs used in determining fair value, the group has
classified its financial instruments into the three levels prescribed under the accounting standard. An explanation of each level follows underneath the table.

(Rs. in Million)

|Financial assets and liabllities measured at fair value - recurring fair value measurements at March 31, 2018 Level 1 Level 2 Leve! 3 Total

Financial Assets

Equity instruments 0.06 - 0.06
Investments - Mutual funds 0.10 0.10
Derivative Contracts - 38.26 - 38.26
Total financial assets 0.10 38.32 - 38.42

|Financial Liabilities

Derivative liabilities pending settlement - 48.59 - 48.59
Total financial liabilities - 48.59 - 48.59
Assets and liabilities which are measured at amortised cost for which fair values are disclosed At March 31, 2018 Level 1 Level 2 Level 3 Total
Financial Assets

Investments- Government Securities 0.06 - - 0.06
Total financial assets 0.06 - - 0.06
Financial assets and llabilities measured at fair value - recurring fair value measurements At March 31, 2017 Jevel 1 Level 2 Level 3 Total

Financial Assets

Equity instruments . - 0.06 - 0.06
Derivative Contracts - 39.17 » 39.17
Total financial assets - 39.23 = 39.23
Financial Liabilities
Derivative liabilities pendigg i - 60.61 - 60.61
Total financial liabilities - 60.61 - 60.61
Rs. in Million

Assets and liabilities which are measured at amortised cost for which fair values are disclosed At March 31, 2017 Level 1 Level 2 Level 3 Total
Financial Assets

| Government Securities 0.06 - - 0.06
Total financial assets 0.06 - = 0.06

Commentary
Level 1: Level 1 hierarchy includes financial instruments measured using quoted prices. This includes mutual funds that have quated price. The mutual funds are valued using the closing NAV.

Level 2: The fair value of financial instruments that are not traded in an active market are determined using valuation techniques which maximize the use of observable market data and rely as little as
possible on entity-specific estimates. if all significant inputs required to fair value an instrument are observable, the instrument is included in leve| 2.

Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.
(ii) [ used to di ine fair value
The following methods and assumptions were used to estimate the fair value of the level 2 financial instruments included in the above tables:

- the fair value of interest rate swaps is calculated as the present value of the estimated future cash flows based on observable yield curves,
- the fair value of forward foreign exchange contracts and principal swap is determined using forward exchange rates at the balance sheet date.
- the fair value of foreign currency option contracts is determined using the Black Scholes valuation model.

Commentary
The carrying amounts of trade receivables, loans, trade payables, cash and bank balances, security d ;fofsm, ol‘\erJlnqr;\s%ts‘ borrowings, other fj
be the same as their fair values, due to their short-term nature. The fair value of non-current ﬂnam:la ass@t;and.non rr iab! l{lles also approximat

\
\

For financial assets and liabilities that are measured at fair value, the carrying amounts are equal to !\h.g fa values.
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Varroc Engineering Limited

Notes to the standalone financial statements

Note 44 - Financial risk management

Liquidity risk

Liquidity risk is defined as the risk that the Company will not be able to settle or meet its obligations on time or at a
reasonable price. The Company’s corporate treasury department is responsible for liquidity and funding as well as settlement
management. In addition, processes and policies related to such risks are overseen by senior management. Management
monitors the Company’s net liquidity position through rolling forecasts on the basis of expected cash flows. As of March 31,
2018, cash and cash equivalents are held with major banks.

(i) Maturities of financial liabilities

The table below summarises the maturity profile of the company'’s financial liabilities based on contractual payments.

(Rs. In Million)

March 31, 2018 On demand <1year 1to5years > 5 years
Non- derivative
Borrowings 52.64 2,508.33 2,204.61 -
Contractual obligation of Interest - 214.35 182.49
Trade Payables - 3,243.29° - -
Acceptances - 184.12 = -
Other financial liabilities 36.75 409.01 6.00 -
Derivative liabilities pending settlement - 48.59 - -
March 31, 2017 On demand < 1year 1to 5 years > 5 years
Non- derivative
Borrowings 128.92 1,686.35 3,014.69 -
Trade Payables - 2,219.64 - -
Acceptances - 296.18 = -
‘|Other financial liabilities 29.51 237.11 6.00 -
Derivative liabilities pending settlement - 60.61 - -

The amount disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months

equal their carrying balances as the impact of discounting is not significant.




Varroc Engineering Limited
Notes to the standalone financial statements

Note 44 : Financial risk management

i)

ii)

Financial risk management

The Company's activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The Company's primary focus is to foresee
the unpredictability of financial markets and seek to minimize potential adverse effects on its financial performance. The primary market risk to the
Company is foreign exchange risk. The Company uses derivative financial instruments - foreign currency forward contracts, swaps and option
contracts to mitigate foreign exchange related risk exposures. The Company's exposure ta credit risk, excluding receivables from related parties, is
Infiuenced mainly by the individual characleristic uf each customer and the concentration ot risk trom the top few customers. The demographics of
the customer including the defaull risk of the industry and country in which the customer operates also has an influence on credit risk assessment.

Market Risk

a) Foreign currency risk

The Company operates internationally and the business is transacted in several currencies. Consequently the Company is exposed to foreign exchange
risk through its sale and purchase of goods and services, mainly in the North America and Europe and borrowings in various foreign currencies. The
exchange rate between the rupee and foreign currencies has changed substantially in recent years and may fluctuate substantially in the future.
Consequently, the results of the Company’s operations are affected positively/adversely as the rupee appreciates /depreciates against these
currencies. The Company evaluates exchange rate exposure arising from these transactions and enters into foreign exchange forward contracts,
interest and principle swaps and options to mitigate the risk of changes in exchange rates on foreign currency exposures. The Company follows
established risk management policies, to hedge forecasted cash flows denominated in foreign currency. The Company has designated certain
derivative instruments as cash flow hedges to mitigate the foreign exchange exposure of forecasted highly probable cash flows.

The Company's exposure to foreign currency risk as of March 31, 2018 expressed in INR, is as follows: (Rs. In Million)
March 31, 2018
usD EURO Iy S Total
currencies
Financial assets
Trade receivables 211.45 333.33 - - 544,78
Interest receivable - 78.40 - - 78.40
Other assets 7.55 5.83 8.38 - 21.76
Financial liabilities
Borrowings 1,144.45 70.14 71.52 - 1,286.11
Trade payables 265.39 24.32 52.40 11.19 353.30
Other liabilities 9.93 150.77 - - 160.70
Net assets / (liahilities) (1,200.77) 172.33 (115.54) (11.19) {1,155.17
The Company's exposure to foreign currency risk as of March 31, 2017 expressed in INR, is as follows:
March 31, 2017
usD EURO 1Py Gither Total
currencies
Financial assets
Trade receivables 191.85 159.77 - - 351.62
Interest receivable - 67.25 - - 67.25
Other assets 13.48 22,23 3.24 0.69 39.64
Financial liabilities
Borrowings 1,433.73 94.83 133.97 - 1,662.53
Trade payables 160.16 13.58 34.45 15.92 22411
Other liabilities 26.20 132.81 - - 159.01

Net assets / (liabilities) (1,414.76) 8.03 {165.18) (15.23)]  (1,587.14)




)]

Sensitivity

For the year ended March 31, 2018 and March 31, 2017, every percentage point appreciation/depreciation in the exchange rate between the Indian
rupee and U.S. Dollar, would have affected the Company's incremental operating margins by approximately Rs. 12.01 Million and Rs. 14.14 Million,
respectively. The sensitivity for net exposure in EURO, JPY and in other currencies does not have material impact to Statement of Profit and Loss.
Sensitivity analysis is computed based on the changes in the receivables and payables in foreign currency upon conversion into functional currency,
due to exchange rate fluctuations between the previous reporting period and the current reporting period.

b) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of change in market interest rates.
The Company’s exposure to the risk of changes in market interest rates relates primarily to the Company’s long term debt obligations with floating
interest rates.
Interest rate sensitivity
The sensitivity analysis below have been determined based on exposure to interest rate. For floating rate liabilities, analysis is prepared assuming the
amount of liability outstanding at the end of the reporting period was outstanding for the whole year. With all other variables held constant, the
Company's profit before tax is affected through the impact on floating rate borrowings, as follows:

(Rs. In Million)

For the year ended Currency Increase/ Effect on Variable rate
decrease in | profit before | CC balance /
base points tax Term loans

March 31, 2018 INR +100 (10.90) 1,089.89
INR -100 10.90 1,089.89
March 31, 2017 INR +100 (15.00) 1,500.18
INR -100 15.00 1,500.18

c) Credit Risk Management

Credit risk arises when a customer or counterparty does not meet its obligations under a financial instrument or customer contract, leading to a
financial loss. The Company is exposed to credit risk from its operating activities (primarily trade receivables) and from its financing/ investing
activities, including deposits with banks. The Company has 9 to 10 major clients {previous year 8 to 10 clients) which represents 82.77% receivables
as on March 31, 2018 {March 31, 2017 : 80% )and company is receiving payments from these parties within due dates. Hence, the company has no
significant credit risk related to these parties.

Trade receivables

Customer credit risk is managed by the Company’s established policy, procedures and control relating to customer credit risk management. Further,
Company'’s customers includes marquee OEMs and Tier | companies, having long standing relationship with the Company. Outstanding customer
receivables are regularly monitored and reconciled. At March 31, 2018, receivable from Company’s top 5 customers accounted for approximately
74.26% (March 31, 2017: 74%) of all the receivables outstanding. An impairment analysis is performed at each reporting date on an individual basis
based on historical data. The maximum exposure to credit risk at the reporting date is the carrying value of trade receivables disclosed in Note 12. The
Company does not hold collateral as security. The Company evaluates the concentration of risk with respect to trade receivables as low, as its
customers are located in several jurisdictions and industries and operate in largely independent markets.
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Varroc Engineering Limited
Notes to the standalone financial statements

Note 45 - Capital Management

(a) Risk management
The Company's capital comprises equity share capital, preference share capital, security premium, retained earnings and other equity
attributable to shareholders.

The Company objectives when managing capital are to:

- Safeguard their ability to continue as a going concern, so that they can continue to provide returns for shareholders and for other
stakeholders, and

- Maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the company may adjust the amount of dividends paid to shareholders, return capital to
shareholders or issue new shares .

The company monitors capital gearing ratio, which is net debt divided by total capital. Net debt comprises of long term and short term
borrowings less cash and bank balances, equity includes equity share capital, preference share capital and reserves that are managed as
capital. The gearing at the end of the reporting period was as follows.

The Company's strategy is to maintain a gearing ratio of 1:1

(Rs. In Million)
March March
31,2018 31,2017
Net debt 4,679.72 4,798.66
Total Equity 10,115.47 9,472.42
Net debt to equity ratio 0.46 0.51

No changes were made in the objectives, policies or processes for managing capital of the company during the year

(i)Loan covenants

The Company’s capital management aims to ensure that it meets financial covenants attached to the interest-bearing loans and borrowings
that define capital structure requirements. There has been no breach in the financial covenants of any interest-bearing loans and borrowing
during the current period and previous year.

(b) Dividends March 31,2018 March 31,2017
(Rs. In Million) (Rs. In Million)

(i) Equity Shares

Interim dividend for the year ended March 31, 2018 of Rs.0.50 per equity share of Re.1 each (61.56) (40.25)

(March 31, 2017 of Rs. 3.5 per equity share of Rs. 10 each ) per fully paid share

(il) Dividend Distribution tax (11.19) (4.61)
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Note 46: Impact of hedging activities
(a) Disclosure of affects of hedge

on

1

Varroc Engineering Limited
INULUS tH L BLUNHNIBHE NnBAlal statements

March 31, 2018 (Rs. In Millions)
Typa of hedge and risks Nominal value Gaerylng amotint of hiedging Changa in tha value of
instrument Changes In fair
Maturity dat Hedge | Welghted average valueof hedging hedged Item used as the
urity.date ratio strike price/rate lnstrume:t basls for recognlsing hedge
Assets Liabllities Assets Liabliities effectiveness

Cash flow hedge

Principle and Interest rate swaps 473.75 42,10 (June 4, 2018 - March 4, 2021 1:1 Rs.68,75 9.99 (9.99)
Principle and interast rate swaps 146.71 6.49 |August 18, 2018 - May 20, 2021 1:1 Rs.66.60 2.03 (2.03)
March 31, 2017 (Rs. in Millions

Type of hedge and risks Nominal value Carryiag amatnt of hedging Changes In fair Chonge In the value of
Instrument Hedge | Welghted average hedged Item used as the
Maturlty date value of hedging
ratio strike price/rate {Pétruiment basls for recognising hedge
Assets Liabllities Assets Liabilitles effectivenass

Cash flow hedge

Principle and Interast rate swaps 472.87 52.09 |lune 4, 2018 - March 4, 2021 11 Rs. 68.75 (13.32) 13.32
Principle and interest rate swaps 146.40 8.52 |August 18, 2018 - May 20, 2021 1:1 Rs. 66.60 {8.52 8.52
Movement in cash flow hedging reserve {Rs. in Millions)

As at As at
March 31, 2018 March 31, 2017

Cash flow hedge

Balance at the beginning of the year (8.95) (9.28)

Gain/Loss on changes in fair value of hedging Instrument 12,02 {21.84)

Income tax relating to gains/loss reclassified to profit and loss (4.20) 7.56

Reclassification to Statement of Profit and Loss . (1.14) 14.61
Balance at the end of the year (2.27) (8.95)
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Varroc Englneering Limited
Notes to the dalone fl lal t

Note 47 Related Party Disclosure.

8. Rolated partles and thoir relationships
1 Subsldiarles Varroc Polymers Private Limited

Durovalves Indla Private Limited

Varrac Lighting Systems {Indla) Prlvate Limited

Team Concepts Private Limlited (w.e.f. November 30, 2017)

Varroc European Holding B.V. Netherlands

Arles Mentor Holding B.V. Nethorlands

Varroc Corp HoldIng 8.V. Netherlands

Varroc Jopan Co: Ltd Japan {w.e.f. March 27, 2017)

Industria Meccanlca E Stampagglo S.p.A., Italy

Esex Forging SRL, Italy (Liquldated on March 31, 2017)

TRLO.M.,, S.p.A,, Italy

Electromures SA, Romanla

TRI.O.M. Vietnam Co. Ltd., Vletnam

Varroc Lighting Systems SRO, Czech Republic

Varroc LIghting Systems S.de.R.L. De. C.V., Mexico

Varroc Lighting Systems GMBH, Germany

Varroc Lighting Svstems Inc, USA

Varroc LIghting Systems sp. Z 0.0., Poland (w.e.f. December 20,2017 )
Varroc Lighting Systems SA, Morocco (w.e.f.September 15,2017}
Varroc Do Brasll Comércio, Importagao E Exportagdo De Mdquinas, Equipamento E Pegas Ltda.
(w.e.f. December 20, 2017)

TRI.O.M., Mexico SA De, C. V.Mexico

2 Jointly Controlled Entities Varroc TYC Corporation British Virgln Islands

Varroc TYC Auto Lamps Co. Ltd., China (Subsidiary of Varroc TYC Corporation, BVI)

Varroc TYC Auto Lamps Co. Ltd, CQ, China (Subsidiary of Varroc TYC Auto Lamps Co Ltd China )
Nuova CTS S.r.L., Italy

Varroc Elastomers Private Limited (until March 15, 2017)

3 Key Management Personnel Mr. Tarang Jaln - Managing Director
Whole time Directors

Mr. Arfun Jain {until February 06, 2018)
Mr. Ashwani Maheshwari

Non-executive Directors
Mr. Naresh Chandra

Independent Directors

Mr. Gautam Khandelwal {w.e.f. July 20, 2017}
Mr. Mare Szulewicz {w.e.f. July 20, 2017)
Mrs. Vijaya Sampath (w.e.f. July 20, 2017)
Mr. Vinish Kathuria (w.e.f. February 06, 2018)

4 Relatives of Key M Personnel
with whom transactions are taken place

Mrs. Suman Jain

Mrs. Rochana Jain

Mr. Arjun Jain (w.e.f, February 07, 2018)
Mr. Dhruv Jain

3,1

Enterprises Owned or controlled by/or over which Parties described in
para 3 & 4 or their relatives exercise significant influence where
transactions have taken place [Other than those included above]

Endurance Technologies Limited

Tarang Jain (HUF)

Tl Holdings Trust

Naresh Chandra Holdings Trust

Suman Jain Holdings Trust

Varroc Trading Private Limited (Until October 20,2016)
b. Transactions with related parties

(Rs in Million)
Volume of transactions
For the year For the year As at March 31, 2018 As at March 31, 2017
Description of the nature of transactions ended ended Receivable Payable Receivable Payable
March 31, 2018 | March 31, 2017
A] [Sale of goods, services and fixed assets *
Industria Meccanica E Stampaggio S.p.A., Italy 7.54 6.40 10.34 - 2.80 -
TRL.O.M., 5.p.A., Italy 0.08 0.12 0.89 - 0.94 -
Varroc Polymers Private Limited 137.53 104.63 32.10 - 20.19 -
Durovalves India Private Limited 21.51 68.67 4.76 - ] -
Varroc Lighting Systems (India) Private Limited 11.09 - 8.90 - - L2
Endurance Technologies Limited 91.35 63.92 8.12 - 3,75 -
Tarang Jain {refer note below) 83.00 - - - & g b
Bl |Purchase of goods, services and fixed assets *
Durovalves India Private Limited 173.41 142.95 - 32.18 - 0.16
TRI.O.M,, 5.p.A,, ltaly 2.09 0.06 - 0.57 - 0.46
Electromures SA, Romania - 0.01 - 0.14 - 0.14
Varroc Lighting Systems SRO, Czech Republic 9.15 0.20 - 9.34 - 0.20
Varroc Lighting System India Pvt. Ltd. 5.09 0.68 - 0.07 - -
Varroc Japan Co Ltd 16.47 - - 2.92 2 =
Varroc Polymers Private Limited 321.73 330.87 - 53.33 45.71
Varroc Elastomers Private Limited {until March 15, 2017) - 78.74 - - = 1273
C] |Dividend received
Varroc Polymers Private Limited - Equity Shares 6.61 6.61 - = = =
Durovalves India Private Limited - Equity Shares - 11.01 - - - =
D] |Management consultancy fees received
Duravalves India Pvt Ltd 5.00 5.00 1.35
TRLO.M., S.0.A,, ltaly 3.83 3.50 3.83
Varroc Lighting Systems Inc. USA 63.93 65.28 32.08
Varroc Elastomer Pvt. Ltd. - 15.00 -
E} |Reimt of paid
TRLO.M., S.p.A,, Italy - 0.12 +
F] |Guarantee commission paid
Varroc Polymers Private Limited - 0.06 -




Varroc Englnaering Limited

Notos to the dalone financlal
(Rs In Million)
Volume of transactions
For the year Fortheyear | Asat March 31, 2018 As at March 31, 2017
Description of the nature of transactlons ended ended Receivable Payable Recelvable Pavable
March 31,2018 | March 31, 2017
E) |Rent recelved
Varroc Polymers Private Limited 14.22 12.90 - = *
F) |Interest recelved
Varroc European Holding B.V.Netherlands #i - 78.40 - 67.25 -
G) |Guarantee commisslon recelved
Industria Meccanlica E Stompoggio S.p.A.,, italy - 9.90 - - = >
Varroc Lighting Svstems (Indla) Private Limited 0.55 147 0.59 = 0.37 “
Varroc LIghting Systems S.de.R.L. De. C.V., Mexico 12.82 12,24 - = *
Varroc Lighting Systems Inc. USA 16.82 6.14 - = & *
Varroc European Holding B.V. . 17.10 5.75 234 - 2.10 -
H) | Professional charges/ @omi $1oh
Mr. Naresh Chandra 0.57 0.57 - € = E
Mr. Gautam Khandelwal (w.e.f. July 20, 2017} 2.70 0.23 - 270 - -
Mr. Marc Szulewlcz (w.e.f, July 20, 2017} 3.70 - - 3.70 - -
Mrs. Vilava Sampath {w.e.f, July 20, 2017) 2.90 - - 2.90 - -
Mr. Vinish Kathurla {w.e.f. February 06, 2018) 0.68 - - 0.68 - -
TRL.O.M., S.p.A,, Italy - 2.54 s 5 2 &
Varroc Polymers Private Limited, - 2.67 - . - 1.40
1) |Directors fees paid
Mr. Naresh Chandra 0.10 0.14 - 3 5 £
Mr. Gautam Khandelwal 0.80 0.10 : = * *
Mr. Marc Szulewicz 0.30 < = - 2 -
Mrs. Vijaya Sampath 0.60 - - = - =
Mr. Vinish Kathuria (w.e.f. February 06, 2018) 0.20 - - s i 3
J) |Managerial remuneration #
Mr. Tarang Jain 47.52 41.46 = - %
Mr. Arjun Jain - {until February 6, 2018) 4.64 4.80 - - = 5
Mr, Ashwan| Maheshwari 14.74 13.32 - 2 G L.
K] |Remuneration
Mrs. Rochana Jain 7.93 6.56 o C # -
Mr. Arjun Jain « (w.e.f. February 7, 2018) 0.96 - . = & ¥
L) |Security Deposit Transfer
Varroc Polymer Pvt. Ltd. - - - - 0.25 -
M) of Exp (Received / Recelvable)
Varroc Polymer Pvt, Ltd. 0.23 - 0.23 o *
Varroc Lighting Systems S.de.R.L. De. C.V., Mexico 0.24 - 0.24 - - -
Varroc Lighting Systems Inc. USA 0.28 - 0.28 - ] <
Varroc Lighting Systems SRO, Czech Republic 0.48 - =t = -
N) [Relmburesement of Initial Public Offer expenses (Payable)
Industria Meccanica E Stampaggio s.p.a., ITALY 1.01 - - 1.01 = s
Varroc Lighting Systems Inc. USA 2113 - - 21.13 > -
Varroc Lighting Systems S.de.R.L. De. C.V., Mexico 9.99 - - 9.98 - -
Varroc Lighting Systems GMBH, Germany 0.73 - - 0.73 = -
Varroc Lighting Systems SRO, Czech Republic 9.18 - - 9.18 - -
Varroc Lighting Systems (India) Put. Ltd. 0.32 - - 0.32 - %
TRI.O.M,, S.p.A,, Italy 2.47 e - 2.47 = -
0) |Reimburesement of Initial Public Offer expenses (Receivable)
Mr. Tarang Jain 12.94 - 12.94 . -
P) |Dividend paid
Mr. Tarang Jain 25.40 24.20 - o = *
Mr. Naresh Chandra =~ 5.40 - - - =
Mrs. Suman Jain - 4.04 # a -
Mr. Arjun Jain e - - - = -
Mr. Dhruv Jain - = N = = 3
TJ Holdings Trust 16.93 - - s = #
Naresh Chandra Holdings Trust 5.00 - - - ”
Suman Jain Holdings Trust 5.00 - - 4 = e
Varroc Polymers Private Limited- equity shares - 2.98 - - = =
Q) |Guarantees for facilities availed by Subsidiaries
Varroc Lighting Systems (India) Private Limited 150.00 150.00 - - - >
Varroc Lighting Systems S.de.R.L. De. C.V., Mexico {USD 20.75 million; 1,351.66 1,349.17 - = =
March 31, 2017 - USD 20.75 million}
Varroc Lighting System Inc. USA (USD 31.00 million; March 31, 2017 - USD 2,019.34 1,349.17 = - # *
20,75 million)
R) |Stand by letter of credit given for facilities availed by subsidiaries
Varroc European Holding B.V. (Euro 21.81 million; March 31, 2017 - Euro 1,770.75 1,149.76 - - % -
16.51 million)

* All the amounts are inclusive of taxes, if any
** Amount below rounding off norm adopted by the Company.

# As gratuity and compensated absences are computed for all the employees in aggregate, the amount relating to the key managerial personnel, cannot be individually identified

##HRefer note 14 for provision made for doubtful debts.

There is no provision for doubtful debts related to outstanding balances and no expense has been recognised during the current period in respect of bad or doubtful debts due from related

parties.

During the year ended March 31, 2017 the company has issued 852,359 Series B CCPS and 1,168,377 Series C CCPS as bonus shares to key managerial personnel and their relative.
Subsequently during the current year Series B CCPS have been converted into equity shares based on the terms of the agreement, refer note 17.

Note: Represent sale proceeds of sale of property with a book value of Rs. 82.69 Million.




Note 48 : Commitments

(a) Capital commitments

Varroc Engineering Limited

Notes to the standalone financial statements

Capital expenditure contracted for at the end of the reporting period but not recognised as liabilities is as follows:

(Rs. in Million)
As at March 31, | Asat March 31,
2018 2017
Property, plant and equipment 1,303.48 263.40
(b) Rental expense relating to operating leases
(Rs. in Million)
for the year for the year ended
ended March March
31, 2018 31, 2017
Total rental expense relating to operating leases 47.43 44.81
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Varroc Engineering Limited

Notes to the standalone financial statements

Note 49 - Earnings per share

Year Ended Year Ended
March March
31, 2018 31, 2017
Earnings per share (EPS)
Basic
Profit after tax (Rs. in Million) 698.30 420.04
Profit attributable to ordinary equity shareholders (Rs. in Million) (A) 698.30 420.04
Weighted average number of shares outstanding (without considering impact of 14,090,641 11,777,377
shares split)*
Weighted average number of shares outstanding (after considering impact of 140,906,410 117,773,767
shares split) (B)
Basic EPS (Amount in Rs.) 4.96 3.57
Diluted
Profit attributable to ordinary equity shareholders (Rs. in Million) (A) 698.30 420.04
Profit attributable to equity shareholders (Rs. in Million) 698.30 461.64
Weighted average number of shares outstanding 140,906,410 121,417,467
Diluted EPS (Amount in Rs.) 4.96 3.80
Basic earnings per share (Amount in Rs.) 4,96 3.57
Diluted earnings per share (Amount in Rs.) # 4.96 3.57

*Note : During the year, face value per Equity Share and Preference Share have been sub divided from Rs. 10 to Re. 1.

Further authorised share capital of the Company was reclassified from Rs. 500 Million consisting of Rs. 165 Million
(165,000,000 Equity Shares of Re. 1/- each) and Rs. 335 Million (335,000,000 Preference Shares of Re. 1/- each) to Rs.
250 Million (250,000,000 Equity Shares of Re. 1/- each) and Rs. 250 Million (Consisting of 250,000,000 Preference Shares
of Re. 1/- each).

# Diluted earnings per share for the year ended March 31, 2017 is restricted to basic earnings per share due to anti-
dilutive impact.
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Varroc Engineering Limited

Notes to the standalone financial statements

Note 50 - Contingent liabilities
Claims against the company not acknowledged as debt

(Rs. in Million)
March March
31, 2018 31, 2017

Disputed Excise and Service Tax matters 122.15 119.11
Income Tax matters 124.59 =
Sales Tax matters 4.24 2.66
Other money for which the Company is contingently liable (HR) 30.78 29.86
Others 18.21 18.21




Varroc Engineering Limited
Notes to the standalone financial statements

Note 51 - The company has provided corporate guarantees / Stand by letter of credit as at March 31, 2018 :

(Rs. In Million)

Particulars March March
31, 2018 31, 2017
Corporate guarantees for loan taken by indian Subsidiary 150.00 150.00
t . S TE i
Corporate gu.arantees for loan taken by Forelgn. §ub51d|arles [(March 31, 2018 3,371.00 2.698.34
USD 51.75 million (March 31, 2017 - USD 41.50 million)]
d I t f " . . « go_ e 1

Standby letter o credlt. glven for loans taken by Foreign .mbeId:anes [('March 1,770.75 1,149.76
31,2018 - EURO 21.81 million (March 31, 2017 - Euro 16.50 million) ]

For above gurantees following charge is created in favour of

1) Stand by letter of credit from Citi Bank is secured by first pari-passu charge on movable fixed assets of Crankshaft unit
both present and future located at M-191/3, MIDC, Waluj, Aurangabad - 431136.

2) Stand by letter of credit from IDBI Bank is secured by first pari-passu charge by way of hypothecation of stocks of raw
materials, work in progress, finished goods, consumable, stores and spares, packing materials and receivables of the
Compény both present and future.

3) Stand by letter of credit from Axis Bank is secured by subservient charge on the entire current assets and movable fixed
assets of the Company




Varroc Engineering Limited
Notes to the standalone financlal statements

Note 52 - Assets pledged as security

The carrying amounts of assets pledged as security for current and non-current borrowings are:

(Rs.in Miilion)

March March

31, 2018 31, 2017
Current
Financial assets
Investments 0.10 -
Trade receivables 3,888.43 2,517.42
Cash and bank balances 85.86 31.30
Other financial assets 194.03 71.21
Non-financial assets
Inventories 1,946.90 1,731.48
Other current assets 234.58 275.67
Total current assets pledged as security 6,349.90 4,627.08
Non-current
Movable and immovable fixed assets of the Company both present and future. 6,038.31 6,699.51
Total non-currents assets pledged as security 6,038.31 6,699.51
Total assets pledged as security 12,388.21 11,326.59

As per our report of even date

For Price Waterhouse & Co Chartered Accountants LLP
Chartered Accountants
Firm Registration No: 304026E/E-300009

Frenker

AMIT BORKAR
Partner
Membership No : 109846

Place : Pt

Date : Jw&. L', 204&

For and on behalf of t oard of Directors

i
\ R
TARANG JAI
Managing Direcld'r/
o
ASHWANI MAHESHWARI
CEO and Whole Time Director m
THARUVAI R. SRINIVASAN

Group CFO

Place : Mumbai
Date : May 31, 2018

Director

-
v

RAKESH M.DARJI
Company Secretary




Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

To the Members of Varroc Engineering Limited (Formerly “Varroc Engineering Private
Limited”)

Report on the Consolidated Indian Accounting Standards (Ind AS) Financial Statements

1. We have audited the accompanying consolidated Ind AS financial statements of Varroc Engineering
Limited (hereinafter referred to as “the Holding Company”) and its subsidiaries (the Holding Company
and its subsidiaries together referred to as “the Group”), its joint ventures; (refer Note 48 and 55 to the
attached consolidated financial statements), comprising of the consolidated Balance Sheet as at March
31, 2018, the consolidated Statement of Profit and Loss (including Other Comprehensive Income), the
consolidated Cash Flow Statement for the year then ended and the Statement of Changes in Equity for
the year then ended, and a summary of significant accounting policies and other explanatory
information prepared based on the relevant records (hereinafter referred to as “the Consolidated Ind
AS Financial Statements”).

Managewent’s Responsibility for the Consolidated Ind AS Financial Statements

2. The Holding Company’s Board of Directors is responsible for the preparation of these consolidated Ind
AS financial statements in terms of the requirements of the Companies Act, 2013 (hereinafter referred
to as “the Act”) that give a true and fair view of the consolidated financial position, consolidated
financial performance, consolidated cash flows and changes in equity of the Group including its joint
ventures in accordance with accounting principles generally accepted in India including the Indian
Accounting Standards specified in the Companies (Indian Accounting Standards) Rules, 2015 (as
amended) under Section 133 of the Act. The Holding Company’s Board of Directors is also responsible
for ensuring accuracy of records including financial information considered necessary for the
preparation of consolidated Ind AS financial statements. The respective Board of Directors of the
companies included in the Group and of its joint ventures are responsible for maintenance of adequate
accounting records in accordance with the provisions of the Act for safeguarding the assets of the Group
and its joint ventures respectively and for preventing and detecting frauds and other irregularities; the
selection and application of appropriate accounting policies; making judgements and estimates that are
reasonable and prudent; and the 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, which has
been used for the purpose of preparation of the consolidated Ind AS financial statements by the
Directors of the Holding Company, as aforesaid.

Auditors’ Responsibility

3. Our responsibility is to express an opinion on these consolidated Ind AS financial statements based on
our audit. While conducting the audit, we have taken into account the provisions of the Act and the
Rules made thereunder including the accounting standards and matters which are required to be
included in the audit report.

4. We conducted our audit of the consolidated Ind AS financial statements in accordance with the
Standards on Auditing specified under Section 143(10) of the Act and other applicable authoritative
pronouncements issued by the Institute of Chartered Accountants of India. Those Standards and
pronouncements require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated Ind AS financial statements are free from
material misstatement.

Ch a rlered

Price Waterhouse & Co Chartered Accountants LLP, 7th Floor, Tower A
Yerwada, Pune — 411 006

T: +91 (20) 41004444, F: +91 (20) 41006161

Registered office and Head office: Plot No. Y-14, Block EP, Sector V, Salt Lake Electronic Complex, Bidhan Nagar,
Price Waterhouse & Co. (a Parinership Firm} converted into Price Waterhouse & Co Chartered Accountants LLP (a Limited-Eabii

LLPIN AAC-4362) with effect from July 7, 2014, Post its conversion to Price Waterhouse & Co Chartered Accountants LLP, its ICAI reglstrahon number is
304026E/E-300009 (ICAI registration number before conversion was 304026E)



Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS' REPORT

To the Members of Varroc Engineering Limited (Formerly “Varroc Engineering Private Limited”)
Report on the Consolidated Ind AS Financial Statements

Page 2 0f 4

5. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures

in the consolidated Ind AS financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the consolidated Ind AS
financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal financial control relevant to the Holding Company’s preparation of the consolidated
Ind AS 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 Holding
Company’s Board of Directors, as well as evaluating the overall presentation of the consolidated Ind AS
financial statements.

We believe that the audit evidence obtained by us and the audit evidence obtained by the other auditors
in terms of their reports referred to in sub-paragraph 9 and 11 of the Other Matters paragraph below,
other than the unaudited financial statements as certified by the management and referred to in sub-
paragraph 10 of the Other Matters paragraph below, is sufficient and appropriate to provide a basis for
our audit opinion on the consolidated Ind AS financial statements.

Opinion

7.

In our opinion and to the best of our information and according to the explanations given to us, 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 Group and joint ventures as at March 31,
2018, and their consolidated total comprehensive income (comprising of consolidated profit and
consolidated other comprehensive income), their consolidated cash flows and consolidated changes in
equity for the year ended on that date.

Emphasis of Matter

8.

We draw your attention to note 39 of the Consolidated Ind AS Financial Statements, regarding the
adjustments on account of rectification of a computational error by restatement of the comparative
financial information in accordance with paragraph- 42 of Indian Accounting Standard (Ind AS) 8
Accounting Policies, Changes in Accounting Estimates and Errors. Our opinion is not qualified in
respect of this matter.

Other Matters

9.

We did not audit the financial statements/financial information of four subsidiaries whose financial
statements/financial information reflect total assets of Rs. 33,867.37 million and net assets of Rs.
13,380.36 million as at March 31, 2018, total revenue of Rs. 61,412.34 million, total comprehensive
income (comprising of profit and other comprehensive income) of Rs. 2,748.15 million and net cash
flows amounting to Rs. (731.30) million for the year ended on that date, as considered in the
consolidated Ind AS financial statements. The consolidated Ind AS financial statements also include
the Group’s share of total comprehensive income (comprising of profit and other comprehensive
income) of Rs. 672.91 million for the year ended March 31, 2018 as considered in the consolidated Ind
AS financial statements, in respect of two joint ventures, whose financial statements/financial
information have not been audited by us. These financial statements/financial information have been
audited by other auditors whose reports have been furnished to us by the Management, and our opinion
on the consolidated Ind AS financial statements insofar as it relates to the amounts and disclosures
included in respect of these subsidiaries and joint ventures and our report in terms of sub-section (3)
of Section 143 of the Act insofar as it relates to the aforesaid subsidiaries and joint ventures, is based
solely on the reports of the other auditors.

2 &

Punc




Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

To the Members of Varroc Engineering Limited (Formerly “Varroc Engineering Private Limited”)
Report on the Consolidated Ind AS Financial Statements

Page 3 of 4

10. We did not audit the financial statements/financial information of six subsidiaries whose financial
statements/financial information reflect total assets of Rs.636.67 million and net assets of Rs. 112.38
million as at March 31, 2018, total revenue of Rs. 10.66 million, total comprehensive income
(comprising of profit/(loss) and other comprehensive income) of Rs. (78.46) million and net cash flows
amounting to Rs. 300.01 million for the year ended on that date, as considered in the consolidated Ind
AS financial statements. The consolidated Ind AS financial statements also include the Group’s share
of total comprehensive income (comprising of profit and other comprehensive income) of Rs. 17.37
million for the year ended March 31, 2018 as considered in the consolidated Ind AS financial
statements, in respect of two joint ventures whose financial statements/financial information have not
been audited by us. These financial statements/financial information are unaudited and have been
furnished to us by the Management, and our opinion on the consolidated Ind AS financial statements
insofar as it relates to the amounts and disclosures included in respect of these subsidiaries and joint
ventures and our report in terms of sub-section (3) of Section 143 of the Act insofar as it relates to the
aforesaid subsidiaries and joint ventures, is based solely on such unaudited financial
statements/financial information . In our opinion and according to the information and explanations
given to us by the Management, these financial statements/financial information are not material to
the Group.

11. The financial statements/financial information of four subsidiaries included in the consolidated
financial statements/financial information, which constitute total assets of Rs.4,641.77 million and
net assets of Rs. 960.92 million as at March 31, 2018, total revenue of Rs. 4,263.52 million, total
comprehensive income (comprising of profit and other comprehensive income) of Rs. 43.03 million
and net cash flows amounting to Rs. (0.14) million for the year then ended, have been prepared in
accordance with accounting principles generally accepted in their respective countries and have
been audited by other auditors under generally accepted auditing standards applicable in their
respective countries. The Company’s management has converted the financial statements of such
subsidiaries from the accounting principles generally accepted in their respective countries to the
accounting principles generally accepted in India. We have audited these conversion adjustments
made by the Company’s management. Our opinion in so far as it relates to the balances and affairs
of such subsidiaries is based on the report of other auditors and the conversion adjustments
prepared by the management of the Company and audited by us.

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

Report on Other Legal and Regulatory Requirements
12. Asrequired 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 maintained by the Holding Company,
its subsidiaries included in the Group incorporated in India including relevant records 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 records of the Holding Company and the reports of the other
auditors.




Price Waterhouse & Co Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

To the Members of Varroc Engineering Limited (Formerly “Varroc Engineering Private Limited”)
Report on the Consolidated Ind AS Financial Statements
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(c) The Consolidated Balance Sheet, the Consolidated Statement of Profit and Loss (including other
comprehensive income), Consolidated Cash Flow Statement and the Consolidated Statement of
Changes in Equity dealt with by this Report are in agreement with the relevant books of account
maintained by the Holding Company and its subsidiaries included in the Group incorporated in India
including relevant records relating to the preparation of the consolidated Ind AS financial statements.

(d) In our opinion, the aforesaid consolidated Ind AS financial statements comply with the Indian
Accounting Standards specified under Section 133 of the Act.

(e) On the basis of the written representations received from the directors of the Holding Company as
on March 31, 2018 taken on record by the Board of Directors of the Holding Company and the reports
of the statutory auditors of its subsidiary companies incorporated in India, none of the directors of the
Group companies incorporated in India is disqualified as on March 31, 2018 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 with reference to financial statements
of the Holding Company and its subsidiary companies incorporated in India and the operating
effectiveness of such controls, refer to our separate Report in Annexure A.

(g) With respect to the other matters to be included in the Auditors’ 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 consolidated Ind AS financial statements disclose the impact, if any, of pending litigations as at
March 31, 2018 on the consolidated financial position of the Group and joint ventures— Refer Note 52
and 55 to the consolidated Ind AS financial statements.

ii. The Group and its joint ventures had long- term contracts as at March 31, 2018 for which there were
no material foreseeable losses. Provision has been made in the consolidated Ind AS financial
statements, as required under the applicable law or accounting standards, for material foreseeable
losses for derivative contracts as at - March 31, 2018- Refer Note 28 to the Consolidated Ind AS financial
statements in respect of such items as it relates to the Group.

iii. There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Holding Company and its subsidiary companies incorporated in India during
the year ended March 31, 2018.

iv. The reporting on disclosures relating to Specified Bank Notes is not applicable to the Company for
the year ended March 31, 2018.

For Price Waterhouse & Co Chartered Accountants LLP
Firm Registration Number 304026 E/E-300009
Chartered Accountants

e

Amit Borkar
Place: Pune Partner
Date: June 6, 2018 Membership Number: 109846
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Annexure A to Independent Auditors’ Report

Referred to in paragraph [12(f)] of the Independent Auditors’ Report of even date to the members of Varroc
Engineering Limited (Formerly “Varroc Engineering Private Limited”) on the Consolidated Ind AS Financial
Statements for the year ended March 31, 2018
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Report on the Internal Financial Controls with reference to financial statements under
Clause (i) of Sub-section 3 of Section 143 of the Act

1. In conjunction with our audit of the Consolidated Ind AS Financial Statements of the Company as of
and for the year ended March 31, 2018, we have audited the internal financial controls with reference
to financial statements of Varroc Engineering Limited (hereinafter referred to as “the Holding
Company”) and its subsidiary companies which are companies incorporated in India, as of that date.

Management’s Responsibility for Internal Financial Controls

2. The respective Board of Directors of the Holding company and its subsidiaries to whom reporting
under clause (i) of sub section 3 of Section 143 of the Act in respect of the adequacy of the internal
financial controls over financial reporting is applicable, which are companies incorporated in India,
are responsible for establishing and maintaining internal financial controls based on 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 (ICAI). 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 the respective 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 Act.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on the Company's internal financial controls with reference
to financial statements based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance Note”) issued
by the ICAI and the Standards on Auditing 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 with reference to
financial statements was established and maintained and if such controls operated effectively in all
material respects.

4. Our auditinvolves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls system with reference to financial statements and their operating effectiveness. Our
audit of internal financial controls with reference to financial statements included obtaining an
understanding of internal financial controls with reference to financial statements, 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
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error.
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5. We believe that the audit evidence we have obtained and the audit evidence obtained by the other

auditors in terms of their reports referred to in the Other Matters paragraph below, is sufficient and
appropriate to provide a basis for our audit opinion on the Company’s internal financial controls
system with reference to financial statements.

Meaning of Internal Financial Controls with reference to financial statements

6. A company's internal financial controls with reference to financial statements 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 with reference to financial statements includes
those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2)provide
reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorisations of management
and directors of the company; and (3) 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 with reference to financial
statements

7.

Because of the inherent limitations of internal financial controls with reference to financial
statements, 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 with reference to financial statements to future periods
are subject to the risk that the internal financial controls with reference to financial statements may
become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

Opinion

8.

In our opinion, the Holding Company, its subsidiary companies which are companies incorporated
in India, have, in all material respects, an adequate internal financial controls system with reference
to financial statements and such internal financial controls with reference to financial statements
were operating effectively as at March 31, 2018, 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.
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Other Matter

9. Our aforesaid report under Section 143(3)(i) of the Act on the adequacy and operating effectiveness
of the internal financial controls with reference to financial statements insofar as it relates to one
subsidiary company, which is company incorporated in India, is based on the corresponding report
of the auditor of such company incorporated in India. Our opinion is not qualified in respect of this
matter.

For Price Waterhouse & Co Chartered Accountants LLP
Firm Registration Number: 304026E/E-3000009
Chartered Accountants

2>
Amit Borkar
Place: Pune Partner

Date: June 6, 2018 Membership Number - 109846



Varroc Engineering Limited
Consolidated Balance Sheet

(Rs. in Million)
As at March 31, 2017
Notes As at March 31, 2018 (Restated)
ASSETS
Non current assets
Property, plant and equipment 3 25,863.21 22,512.05
Capital work-in-progress 3 2,440.47 2,464.58
Investment properties 4 140.55 146.34
Goodwill 5 (a) 334.72 150.82
Other Intangible assets S (b) 1,701.05 1,146.00
Intangible assets under development 5 (b) 1,000.25 460.80
Investments accounted for using the equity method 55 3,564.96 2,927.07
Financial assets
Investments 6 0.20 0.20
Loans 7 106.81 82.59
Other financial assets 8 316.27 759.19
Income tax assets (Net) 9 124.35 153.03
Deferred tax assets (Net) 24 1,030.00 130.21
Other non-current assets 10 1,296.70 486.09
Total non-current assets 37,919.54 31,418.97
Current assets ;
Inventories 11 8,640.97 7,534.72
Financial assets
Investments 12 30.32 -
Trade receivables 13 14,027.34 11,382.85
Cash and cash equivalents 14(a) 3,265.78 3,500.27
Other bank balances 14(b) 23.59 40.27
Loans 15 40.07 42.29
Other financial assets 16 2,612.77 3,012.51
Other current assets 17 1,963.54 1,671.92
Total current assets 30,604.38 27,184.83
Total Assets 68,523.92 58,603.80
EQUITY AND LIABILITIES
Equity
Equity and Preference share capital 18 134.81 134.81
Other equity
Reserves and surplus 19 26,106.97 21,683.36
Other reserves 20 2,038.27 35.58
Equity attributable to owners 28,280.05 21,853.75
Non-controlling interests 207.67 201.59
Total equity 28,487.72 22,055.34

Charteray




Varroc Engineering Limited
Consolidated Balance Sheet

(Rs. in Million)

The notes are an integral part of these financial statements

As per our report of even date

For Price Waterhouse & Co Chartered Accountants LLP
Chartered Accountants
Firm Registration No: 304026E/E-300009

Rk

AMIT BORKAR

Partner

Membership No : 109846
Place :Yua—

Date : Jwe_fs;’).o\%

Notes As at March 31, 2018 Azt March 31, 2017
* (Restated)
LIABILITIES
Non-current liabllities
Financial Liabilities
Borrowings 21 6,361.46 7,552.71
Other financial liabilities 22 122,81 91.17
Provisions 23 1,002.42 740.04
Deferred tax liabilities (Net) 24 508.87 130.04
Other non-current liabilities 25 310.33 83.17
Total non-current liabilities 8,305.89 8,597.13
Current liabilities
Financial liabilities
Borrowings 26 3,439.27 5,991.90
Trade payables
Total outstanding dues of micro enterprises and small enterprises 27 27.22 25,59
Total outstanding dues other than micro enterprises and small 27 19,766.57 15,036.43
enterprises
Acceptances 210.34 434.92
Other financial liabilities 28 5,653.06 4,691.51
Provisions 29 448.48 597.32
Income tax liabilities (Net) 9 81.33 178.90
Other current liabilities . 30 2,104.04 994.76
Total current liabilities 31,730.31 27,951.33
Total liabilities 40,036.20 36,548.46
Total equity and liabilities 68,523.92 58,603.80
Summary of significant accounting policies 2
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Varroc Engineering Limited
Consolidated Statement of Profit and Loss

(Rs. in Million)

Notes For the year ended March 31, For the year ended March 31,
2018 2017
(Restated)

Revenue
Revenue from operations 31 103,784.57 96,085.40
Other income 32 386.10 937.29
Total income 104,170.67 97,022.69
Expenses
Cost of materials consumed 33 63,203.22 59,731.20
Purchases of stock-in-trade 923,95 987.92
Changes in inventories of work-in-progress, stock-in-trade and finished goods 34 (300.31) (351.60)
Excise duty 996.26 3,097.52
Employee benefits expense 35 13,135.17 12,037.50
Depreciation and amortisation expense 36 3,864.65 3,370.83
Other expenses 37 17,050.62 14,765.31
Finance costs
(i) Finance costs other than covered under {ii) below 38 861.70 862.36
(i) Imputed interest and changes in cash flow estimates on liability portion of CCPS - 41,60
(refer note 18)
Total expenses 99,735.26 94,542.64
Profit before share of net profits of investments accounted for using equity method 4,435.41 2,480.05
and tax
Share of net profits of investments accounted for using the equity method 690.27 791.88
Profit before tax 5,125.,68 3,271.93
Income tax expense 40
Current tax 1,161.10 473.42
Deferred tax (543.19) (336.32)
Total tax expense 617.91 137.10
Profit for the year 4,507.77 3,134.83




Varroc Engineering Limited
Consolldated Statement of Profit and Loss

The notes are an integral part of these financial statements
As per our report of even date

For Price Waterhouse & Co Chartered Accountants LLP
Chartered Accountants

Firm Registration No: 304026E/E-300009

S
AMIT BORKAR
Partner

Membership No : 109846
Place : Yiat_

Date: it le'l-c\g

For and on behalf of the Bodrd of Directors
Lol

\

—
TARANG JAIN "

Managing Director

(Rs. In Million)
Notes For the year ended March 31, For the year ended March 31,
2018 2017
{Restated)

Other comprehensive income
Items that may be reclassified to profit or loss
Deferred hedging gains/(losses) on cash flow hedges (net of tax) 6.68 0.36
Exchange differences In translating the financlal statements of foreign operations 1,996.01 (836.29)
Items that will not be reclassified to profit or loss
Remeasurement of defined benefit obligation (net of tax)} (4.41) (25.92)
Other comprehensive income for the year (net of tax) 1,998.28 {861.85)
Total comprehensive income for the year 6,506.05 2,272.98
Profit attributable to:
Owners 4,502.58 3,131.00
Non-controlling interests 5.18 3.83
Other comprehensive income attributable to:
Owners 1,997.80 (862.49)
Non-controlling interests* 0.48 0.64
Total comprehensive income attributable to:
Owners 6,500.38 2,268.51
Non-controlling interests 5.67 4.47
Earnings per equity share attributable to Owners [Nominal value per share: Re. 1 51
{Previous year : Rs. 10})]
Basic 33.40 28.66
Diluted 33.40 28.10
* Amount is below the rounding off norm of the Group
Summary of significant accounting policies 2
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Director
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Varroc Engineering Limited
Statement of changes in equity
A Equity and preference share capital

Notes [Rs. in Millien)

As at April 1, 2016 262.37

Less:- Conversion of 0.001% Series "A" CCPS to equity 18 (166.23)

Add:- Issue of equity share on conversion of 0,001% Series A" CCPS 18 18.47

Add:- Issue of 0.0001% Series "B CCPS 18 8.52

Add:- Issue of 0.0001% Series “C" CCPS 18 1168

As at March 31, 2017 | i) 5 134.81

Add: Conversien of saries “B" CCPS Preference shares into 852,359 B.52

equity shares, [Refer note 18 {d)]

Less: Conversion of 852,349 series "B" CCPS Preference shares into (8.52}

lequity shares. [Refer note 18 (d)]

As at March 31, 2018 134.81

B Other equity (Rs. in Million)
Reserves and Surplus Other Reserves Equity Non
Debentura Securities Equity attributable N
Ni Capit: dl Statuts 1} Ca
otes Retained earnings Géneral redemption pltalredemption Capital Reserve tatutary premium Fore gr.| Cuceency shiflow hedge component of to Controlling ToralEquary.
reserve reserve reserves Translation Reserve reserve Interests
reserve reserve CcPs Owners

Balance at April 1, 2017 4,862.75 3,747.14 200.00 1130 6,095.34 365.50 6,128.66 54.30 (8.34) - 21,456.55 20159 21,658.23
Correction of Prior Period error (Refer Note 39) 272.67 {10.38) 262.29 - 262.29
|Restated Balance at the beginning of the financial year 5,135.42 3,747.14 200.00 | 11.30 6,095.34 365.50 6,128.66 4452 (8.54) - 21,71884 20159 2192053
Profit for the year ended 4,502,58 4,502.58 5.19 4507.77
Remeasurement of defined benefit obligation {Net of tax) (4.89); {4.89) 0.48 [2.41)
(Gain}/loss on changes in fair value of hedging instrument (Net of 6.68 6.68 6.63
tax)

Exchange differences in translating the financial statements of 1,996.01 1,996.01 1,996.01
fereign operations

 Transfer to debenture redemption reserve {125.00) 125.00 i -
Add: On account of capital reduction {refer note 18 {f}) 205.95 447.59 - (760.26) 45,30 61.42 - -
Transactions with owners [n thelr capacity of owners:

|Dividend paid (including dividend distribution tax Rs 12,52 million) (74.08) [74.08) {72.08)
Conversion of 0.001% Series “A" CCPS into equity shares 18 ' %
Other - - 0.41 041
Balance at March 31, 2018 9,639.98 4,194.73 325.00 11.30 5,335.08 410,80 6,190.08 2,040.53 ILZS)I - 28,145.24 207.67 28,352.91




Date : !:TA.H—L‘ L-);LK

Date: May 31, 2018

(Rs. in Millian)
Notes Reserves and Surplus Other Reserves Equity i
Debenture o Securities Equity attributable o8
Retained earnings General redemption Capital redemption Capital Reserve Statutory premium Fnrelgr} Currency | Cash flow hadge Tk . Controlling Total Equity
reserve reserve reserves Translation Reserve reserve Interests
reserve reserve CcCcPs Owners
Balance at April 1, 2016 2,275.61 3,747.14 - 1130 6,095.34 365.50 3,013.44 880.81 {9.30) 885.66 17.265.50 20281 17.468.31
Profit for the year ended 3,131.00 - - - - 3,13L.00 383 3,134.83
|Remeasurement of defined benefit obligation {Net of tax impact] [25.28); - - - - (25.28) {0.54) (25.22)
|{Gain)/loss on changes in fair value of hedging instrument 20 - - - 0.36 036 038
h diffe intr the financial statements of (836.29) (836.29) (836.29)
foreign operations
Transfer to debenture redemption reserve {200.00) 200.00 - ~
|Transactions with owners in their capacity of owners:
Dividend paid {including dividend distribution tax Rs 8.87 million} (45.91) - - = - (45.91) (4.03) {45.53)
Conversion of 0,001% Series "A" CCPS into equity shares 18 . - 3,135.43 (885.66) 2,249.77 2245.77
Issue of 0.0001% Series "B8" CCPS and Series "C" CCPS {(20.21) (20.21)} (20.21)
Other 19 b - = = = - (0.331! (0.33)
Balance at March 31, 2017 (Restated) 5,135.42 3,747.14 200.00 11.30 o 5,085.34 365.50 6,128.66 44.52 {8.94) + 21,718.94 201.59 11,920.53
The notes are an integral part of these financial statements For and on behalf of the Bodrd of Directors
Ca_\/]
As per our report of even date /
For Price Waterhouse & Co Chartered Accountants LLP TARANG JAIN - GAUTAM KHANDELWAL
Chartered Accountants Managing Director T 14
Firm Registration No: 304026E/E-300009 =
ASHWANI MAHESHWARI
D e {' CEO and Whole Time Director /
AMIT BORKAR
Partner THARUVAI R. SRINIVASAN RAKESH MLDAR!I
Membegship No : 109846 Group CFO Company Secretary
Place : | par—L_ Place; Mumbai




Varroc Engineering Limited
Consolidated Statement of Cash Flows

Year ended March 31, 2018

Year ended March 31, 2017

Sr. No. [Particulars {Restated)
(Rs. in Million) (Rs. in Million)
A Cash flow from operating activities
Net Profit before tax 5,125.68 3,271.93
Adjustments for:
Depreciation and amortization expense 3,864.65 3,370.83
Loss/(Profit) on sale of Property, plant and equipment/Intangible assets 1.35 5.82
Provision for doubtful debts and advances 61.38 44.89
Finance costs 861.70 862.36
Galn on sale of current investments {2.70) (59.41)
Share in profit of Joint Venture accounted for using the Equity Method (690.27) (791.88)
Imputed interest and changes in cash flow estimate on liability portion of CCPS - 41.60
Rent income from Investment Property (32.50) (31.89)
Government grants {151.21) (117.31)
Interest income (11.14) 3,901.26 (15.03) 3,309.98
Operating profits before working capital changes 9,026.94 6,581.91
Adjustments for changes in:
Inventories {292.22) (1,023.00)
Trade receivables (1,339.10) (155.07)
Other Assets 964.56 (2,021.77)
Trade payables 2,669.88 3,380.50
Other liabilities and Provisions 956.63 514.35
2,959.75 695.01
Cash generated from operations 11,986.69 7,276.92
Taxes paid . (1,238.20) (511.92)
Net cash generated from operating activities 10,748.49 6,765.00
B Cash flow from investing activities
Dividend received 251.41 202.40
Interest received 11.14 15.03
Government grant received during the year 6.80
Rent received on investment properties 32.50 31.89
(Purchase)/proceeds from sale of current investments (net) (27.62) 178.80
(Purchase)/proceeds from sale of non current investments {net) - 65.20
Acquisition of business, net of cash acquired (500.94)
Proceeds from sale of Property, plant and equipment 177.36 45.08
Purchase of Property, plant and equipment (5,958.25) (6,288.74)
Fixed deposits redeemed/Purchase {net) (5.32) 96.00
Net cash used in investing activities (6,012.92) (5,654.34)
C Cash flow from financing activities
Increase in borrowings (4,298.50) 1,838.60
Dividend on equity and preference shares including tax thereon (74.08) (45.91)
Interest paid (859.18) (856.18)
Net cash generated from financing activities (5,231.76) 936.51
Net increase/ (decrease) in Cash and Cash Equivalents (496.19) 2,047.17
Opening cash and cash equivalents 3,053.21 1,118.61
Effect of exchange difference on translation of foreign currency cash and cash 560.03 (112.57)
equivalents
Total 3,613.24 1,006.04
Closing cash and cash equivalents 3,117.05 3,053.21




Varroc Engineering Limited
Consolidated Statement of Cash Flows

Year ended Year ended
Particulars March 31, 2018 March 31, 2017
(Rs. In Million) (Rs. In Milllon)
Cash and cash equivalents consists of
Cash in hand 2.19 2,10
Bank balances
3,263.59 3,498.17
Current accounts and deposits with maturity of less than three months
Bank overdraft (Refer note 26) (148.73) (447.06)
3,117.05 3,053.21

Notes:

2 Figures in brackets represent out flow of Cash and cash equivalents.

1 The above Statement of Cash Flows has been prepared under the indirect method as set out in Ind AS 7 on "Statement of Cash Flows".

As per our report of even date

For Price Waterhouse & Co Chartered Accountants LLP
Firm Registration No: 304026€E/E-300009

Chartered Accountants

AMIT BORKAR

Partner

Membership No. 109846
Place : wa\l_
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1

Fgrend on behalf of the Board of Directors
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THARUVAI R. SRINIVASAN RAKESH M. DARJI
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Place : Mumbai
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Varroc Engineering Limited

Notes to the Consolidated Financial Statements for the year ended March 31, 2018

Background

Varroc Engineering Limited (the "Company") is a limited liablility Company, primarily engaged In the business of auto components and services in the automotive industry to
Indian and global customers. The Company, its subsidiaries and jointly contralled entities operate from manufacturing plants and technical development centers across 4
continents and 12 countries spread across the globe.

Note 1: Significant accounting policies

This note provides a list of the significant accounting policies adopted In the preparation of these consolidated financial statements. These policies have been consistently
applied to all the years presented, unless otherwise stated. The financial statements are for the group consisting of Varroc Engineering Limited (the ‘Company’), its
subsidiaries and joint ventures.

(a) Basis of preparation

i)

{ii)

(iif)

(iv)

{b)

0]

Compliance with Ind AS;
The Consolidated Financial Statements comply in all material aspects with Indian Accounting Standards (Ind AS) notified under Sectlon 133 of the Companies Act, 2013 {the
Act) [Companies (Indian Accounting Standards) Rules, 2015] and other relevant provisions of the Act.
The preparation of the Consolidated Financial Statements requires the use of certain critical accounting estimates and judgements. It also requires the Management to
exercise judgement in the process of applying the Group's accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements are disclosed in Note 2.
All amounts included in these Consolidated Financial Statements are reported in Million of Indian rupees (Rs. In Million) except earning per share data and unless stated
otherwise.
Historical cost convention:
The financial statements have been prepared on a historical cost basis, except for the following:

certain financial assets and liabilities (including derivative instruments) that are measured at fair value; and

defined benefit plans and plan assets measured at fair value.

Current - Non-current classification:

All assets and liabilities have been classified as current or non-current as per the Group’s operating cycle and other criteria set out in the Schedule Il to the Companies Act,
2013. Based on the nature of products and the time between the acquisition of assets for processing and their realisation in cash and cash equivalents, the Group has
ascertained its operating cycle as 12 months for the purpose of current — non-current classification of assets and liabilities.

Amended Standard adopted by the group
The amendment to Ind As 7 require disclosure of changes in liabilities arising from financing activities, refer note 26

Principles of consolidation and equity accounting
The Consolidated Financial Statements comprise the financial statements of the Company, its subsidiaries and joint ventures as at and for the year ended 31 March, 2018.

Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns through its
power over the investee. Specifically, the Group controls an investee if and only if the Group has:

- Power over the investee (i.e. existing rights that give it the current ability to direct the relevant activities of the investee)

-Exposure, or rights, to variable returns from its involvement with the investee, and

- The ability to use its power over the investee to affect its returns

The Group re-assesses whether or not it contrals an investee if facts and circumstances indicate that there are changes to one or more of the three elements of control.
Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income
and expenses of a subsidiary acquired or disposed of during the year are included in the Consolidated Financial Statements from the date the Group gains control until the
date the Group ceases to control the subsidiary.

Consolidated financial statements are prepared using uniform accounting policies for like transactions and other events in similar circumstances. i a member of the group
uses accounting policies other than those adopted in the consolidated financial statements for like transactions and events in similar circumstances, appropriate
adjustments are made to that group member's financial statements in preparing the consolidated financial statements to ensure conformity with the group's accounting
policies.

The financial statements of all entities used for the purpose of consolidation are drawn up to same reporting date as that of the parent company, i.e., year ended on 31
March. When the end of the reporting period of the parent is different from that of a subsidiary, the subsidiary prepares, for consolidation purposes, additional financial
information as of the same date as the financial statements of the parent to enable the parent to consolidate the financial information of the subsidiary, unless it is
impracticable to do so.

Subsidiaries

Subsidiaries are all entities over which the group has control. The group combines the financial statements of the parent and its subsidiaries line by line adding together like
items of assets, liabilities, equity, income and expenses. Intercompany transactions, balances and unrealized gains on transactions between group companies are eliminated.
Unrealized losses are also eliminated unless the transaction provides evidence of an impairment of the transferred asset. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the group.

Non-controlling interests in the results and equity of subsidiaries are shown separately in the consolidated statement of profit and loss, consolidated statement of changes
in equity and balance sheet respectively.

o Ch(”‘fcr(?(/ >




Varroc Engineering Limited
Notes to the Consolidated Financial Statements for the year ended March 31, 2018

(i)  Joint arrangements
Under Ind AS 111 Joint Arrangements, Investments in joint arrangements are classlfied as elther Joint operations or Jeint ventures. The classification depends on the
contractual rights and obligations of each Investor, rather than the legal structure of the joint arrangement.
a) Joint ventures
Interests in joint ventures are accounted for using the equity method {see (iii) below), after Inltially belng recognized at cost in the Consolidated Financial Statements,

b} Joint operations
The Group recognises Its direct right to the assets, liabilities, revenues and expenses of joint operations and Its share of any jointly held or, incurred assets, liabilities,
revenues and expenses. These have been Incorporated in the financlal statements under the appropriate headings.

(iii}  Equity Method
Under the equity method of accounting, the investments are initially recognized at cost and adjusted thereafter to recognize the group’s share of the post-acquisition profits
or losses of the investee in profit and loss and the group’s share of other comprehensive income of the investee in other comprehensive income. Dividends received or
receivable from joint ventures are recognized as a reduction in the carrying amount of the investment.
When the group's share of losses in an equity-accounted investment equals or exceeds its interest in the entity, including any other unsecured long-term receivables, the
group does not recognize further losses, unless it has incurred obligations or made payments on behalf of the other entity.
Unrealized gains on transactions between the group and its joint ventures are eliminated to the extent of the group's interest in these entities. Unrealized losses are also
eliminated unless the transaction provides evidence of an impairment of the asset transferred.
The carrying amount of equity accounted investments are tested for impairment in accordance with the policy described in note 1(i) below.

(iv)  Changes in ownership interests
The group treats transactions with non-controlling interests that do not result in a loss of control as transactions with equity owners of the group. A change in ownership
interest results in an adjustment between the carrying amounts of the controlling and non-controlling interests to reflect their relative interests in the subsidiary. Any
difference between the amount of the adjustment to non-controlling interests and any consideration paid or received is recognized within equity.

When the group ceases to consolidate or equity account for an investment because of a loss of control, joint contral or significant influence, any retained interest in the
entity is remeasured to its fair value with the change in carrying amount recognized in profit or loss. This fair value becomes the initial carrying amount for the purposes of
subsequently accounting for the retained interest as an associate, joint venture or financial asset. In addition, any amounts previously recognized in other comprehensive
income in respect of that entity are accounted for as if the group had directly disposed of the related assets or liabilities. This may mean that amounts previously recognized
in other comprehensive income are reclassified to profit or loss.

If the ownership interest in a joint venture or an associate is reduced but joint control or significant influence is retained, only a proportionate share of the amounts
previously recognized in other comprehensive income are reclassified to profit or loss where appropriate.

{v)  The difference between the cost of investment in the subsidiaries and jointly controlled entities, over the net assets at the time of acquisition of investment is recognised in
the financial statements as Goodwill or Capital Reserve on consolidation as the case may be.
{vi)  The list of subsidiaries and joint ventures considered in the Consolidated Financial Statements is given in Note 48.

(A Foreign currency translation
The Group'’s Consolidated Financial Statements are presented in INR, which is also the parent company’s functional currency. For each entity, the Group determines the
functional currency and items included in the financial statements of each entity are measured using that functional currency.

(74
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Varroc Engineering Limited

Notes to the Consolldated Financlal Statements for the year ended March 31, 2018

Transactions and balances

Transactions In forelgn currencies are inltlally recorded by the Group’s entities at their respective functional currency spot rates at the date the transaction first qualifies for
recognltion.

Monetary assets and llabllltles denominated in foreign currencles are translated at the functional currency spot rates of exchange at the reporting date.

Exchange differences arlsing on settlement or translation of monetary items are recognized in profit or loss with the exception of the following:

- Exchange differences arising on monetary items that forms part of a reporting entity’s net investment in a foreign operation are recognized in profit or loss in the separate
financlal statements of the reporting entity or the individual financlal statements of the foreign operation, as appropriate. In the financial statements that include the foreign
operation and the reporting entity (e.g., Consolidated Financial Statements when the foreign operation is a subsidiary), such exchange differences are recognized Initially in
OCI. These exchange differences are reclassified from equity to profit or loss on disposal of the net investment.

- Exchange differences arising on monetary items that are designated as part of the hedge of the Group’s net investment of a foreign operation. These are recognized in OCI
until the net investment is disposed of, at which time, the cumulative amount is reclassified to profit or loss.

- Tax charges and credits attributable to exchange differences on those monetary items are also recorded in OCI.

- Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates at the dates of the initial transactions. Non-
monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss arising on
translation of non-monetary items measured at fair value is treated in line with the recognition of the gain or loss on the change in fair value of the item (i.e., translation
differences on items whose fair value gain or loss is recognized in OC! or profit or loss are also recognized in OCI or profit or loss, respectively).

Group companies )

On consolidation, the assets and liabilities of foreign operations are translated into INR at the rate of exchange prevailing at the reporting date and their statements of profit or
loss are translated at exchange rates prevailing at the dates of the transactions. For practical reasons, the group uses an average rate to translate income and expense items, if
the average rate approximates the exchange rates at the dates of the transactions. The exchange differences arising on translation for consolidation are recognized in OCl. On
disposal of a foreign operation, the component of OCI relating to that particular foreign operation is recognized in profit or loss.

Any goodwill arising in the acquisition/ business combination of a foreign operation on or after 1 April 2015 and any fair value adjustments to the carrying amounts of assets
and liabilities arising on the acquisition are treated as assets and liabilities of the foreign operation and translated at the spot rate of exchange at the reporting date.

Any goodwill or fair value adjustments arising in business combinations/ acquisitions, which occurred before the date of transition to Ind AS (1 April 2015), are treated as
assets and liabilities of the entity rather than as assets and liabilities of the foreign operation. Therefore, those assets and liabilities are non-monetary items already expressed
in the functional currency of the parent and no further translation differences occur.

Gain or loss on a subsequent disposal of any foreign operation excludes translation differences that arose before the date of transition but includes only translation differences
arising after the transition date.

Foreign exchange differences regarded as an adjustment to borrowing costs are presented in the statement of profit and loss, within finance costs. All other foreign exchange
gains and losses are presented in the statement of profit and loss on a net basis within other gains/(losses).

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured, regardless of when the
payment is being made. Revenue is measured at the fair value of the consideration received or receivable, taking into account contractually defined terms of payment and
excluding taxes or duties collected on behalf of the government. The Group has concluded that it is the principal in all of its revenue arrangements since it is the primary
obligor in all the revenue arrangements as it has pricing latitude and is also exposed to inventory and credit risks.

Based on the Educational Material on Ind AS 18 issued by the ICAI, the Group has assumed that recovery of excise duty flows to the group on its own account. This is for the
reason that it is a liability of the manufacturer which forms part of the cost of production, irrespective of whether the goods are sold or not. Since the recovery of excise duty
flows to the group on its own account, revenue includes excise duty.

However, sales tax/ value added tax (VAT) and Goods and Service Tax (GST) are not received by the group on its own account. Rather, it is tax collected on value added to the
commodity by the seller on behalf of the government. Accordingly, it is excluded from revenue.

The specific recognition criteria described below must also be met before revenue is recognized.

Sale of goods

Revenue from the sale of goods is recognized when the significant risks and rewards of ownership of the goods have passed to the buyer, usually on delivery of the goods.
Revenue from the sale of goods is measured at the fair value of the consideration received or receivable, net of returns and allowances, trade discounts and volume rebates.
The Group provides normal warranty provisions on some of its products sold, in line with the industry practice. A liability is recognized at the time the product is sold. The
Group does not provide any extended warranties.

Sale of services
Income from services is recognised on the basis of time/work completed as per contract with the customers. The Group collects service tax/goods and service tax (GST) on
behalf of the government and, therefore, it is not an economic benefit flowing to the Group. Hence, it is excluded from revenue.




Varroc Englneering Limited

Notes to the Consolidated Financial Statements for the year ended March 31, 2018

Contract Revenue

Revenue In respect of projects for construction of the tools and design of engineering services etc. which qualify as construction contracts as per conditions of IND AS 11 are
recognized on the basis of percentage of completion method.

Determination of revenues under the percentage of completion method necessarily involves making estimates by the Management (some of which are a technical nature)
of the costs of completion, the expected revenues from each contract (adjusted for probable liquidated damages, If any) and the foreseeable losses to completion.

Stage of completion of each contract is determined by the proportion that aggregate contract costs Incurred for work done till the balance sheet date bear to the estimated
total contract cost.

Amounts whilh relae (U 1ecoverablg eosts and accrued profits thereon, which are not yet billed on contracts are presented as Unbilled Revenue. Unearned revenue
represents billing {for which payment has been received) in excess of reveniie rarngnized, Thuy ara prosonted os current sasets / lablliLles excepl fur those realizing / getting
earned later than 12 months after the reporting date, which are presented as non-current assets / liabilities respectively.

Foreseeable losses, if any, on the contracts are recognised as an expense in the period in which they are foreseen, irrespective of the stage of completion of the contract.

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

Dividend
Revenue is recognized when the Group's right to receive the payment is established, which is generally when shareholders approve the dividend.

Wind/solar power generation
Income from the wind / solar power generation is recognised when earned on the basis of contractual arrangements with the buyers.

Government Grants

Grants from the government are recognised at their fair value where there is a reasonable assurance that the grant will be received and the group will comply with all
attached conditions.

Government grants relating to income are deferred and recognised in the profit or loss over the period necessary to match them with the costs that they are intended to
compensate and presented within other income.

Government grants relating to purchase of property plant and equipment are included in current and non current liabilities as deferred income and are credited to profit or
loss on straight-line basis over the expected lives of the related assets and presented within other income.

Income tax

Current income-tax

Current income tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation authorities. The tax rates and tax laws used to
compute the amount are those that are enacted or substantively enacted, at the reporting date in the countries where the Group operates and generates taxable income.

Current income tax relating to items recognized outside profit or loss is recognized outside profit or loss (either in other comprehensive income or in equity). Current tax
items are recognized in correlation to the underlying transaction either in OCl or directly in equity. Management periodically evaluates positions taken in the tax returns with
respect to situations in which applicable tax regulations are subject to interpretation and establishes provisions where appropriate.




Varroc Engineering Limited
Notes to the Consolidated Financial Statements for the year ended March 31, 2018

Deferred tax

Deferred tax Is provided using the liability method on temporary differences between the tax bases of assets and liabilities and their carrying amounts for financial reporting
purposes at the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except:

- When the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss

- In respect of taxable temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, when the timing of the reversal of the
temporary differences can be controlled and it is probable that the temporary differences will not reverse In the foreseeable future

Deferred tax assets are recognized for all deductible temporary differences, the carry forward of unused tax credits and any unused tax losses. Deferred tax assets are
recognized to the extent that it is probable that taxable profit will be avallable against which the deductible temporary differences, and the carry forward of unused tax
credits and unused tax losses can be utilized, except:

- When the deferred tax asset relating to the deductible temporary difference arises from the initial recognition of an asset or liability in a transaction that is not a business
combination and, at the time of the transaction, affects neither the accounting profit nor taxable profit or loss

- In respect of deductible temporary differences associated with investments in subsidiaries, associates and interests in joint ventures, deferred tax assets are recognized
only to the extent that it is probable that the temporary differences will reverse in the foreseeable future and taxable profit will be available against which the temporary
differences can be utilised

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be utilised. Unrecognized deferred tax assets are re-assessed at each reporting date and are recognized to the
extent that it has become probabie that future taxable profits will allow the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is realised or the liability is settled, based on tax rates
(and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside profit or loss is recognized outside profit or loss {either in other comprehensive income or in equity). Deferred tax items
are recognized 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.

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

g. Leases
The determination of whether an arrangement is (or contains) a lease is based on the substance of the arrangement at the inception of the lease. The arrangement is, or
contains, a lease if fulfilment of the arrangement is dependent on the use of a specific asset or assets and the arrangement conveys a right to use the asset or assets, even if
that right is not explicitly specified in an arrangement.
As a lessee
Leases where the group, as lessee, has substantially all the risks and rewards of ownership are classified as finance leases. Finance leases are capitalized at the lease's
inception at the fair value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding rental obligations, net of finance
charges, are included in borrowings or other financial liabilities as appropriate. Each lease payment is allocated between the liability and finance cost. The finance cost is
charged to the profit or loss over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. Contingent
rentals are recognized as expenses in the periods in which they are incurred.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the group as lessee are classified as operating leases. Payments made
under operating leases (net of any incentives received from the lessor) are charged to profit or loss on a straight-line basis over the period of the lease unless the payments
are structured to increase in line with expected generat inflation to compensate for the lessor’s expected inflationary cost increases.

As a lessor
Leases in which the Group does not transfer substantially all the risks and rewards of ownership of an asset are classified as operating leases. Rental income from operating
lease is recognized on a straight-line basis over the term of the relevant lease unless the payments are structured to increase in line with expected general inflation to
compensate for the lessor’s expected inflationary cost increases. Initial direct costs incurred in negotiating and arranging an operating lease are added to the carrying
amount of the leased asset and recognized over the lease term on the same basis as rental income. Contingent rents are recognized as revenue in the period in which they
are earned.

Leases are classified as finance leases when substantially all of the risks and rewards of ownership transfer from the Group to the lessee. Amounts due from lessees under
finance leases are recorded as receivables at the Group's net investment in the leases. Finance lease income is allocated to accounting periods so as to reflect a constant
periodic rate of return on the net investment outstanding in respect of the lease.
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Varroc Engineering Limited

Notes to the Consolidated Financlal Statements for the year ended March 31, 2018

h.

Business combinations

Business combinations are accounted for using the acquisition method. The cost of an acquisition Is measured as the aggregate of the consideration transferred measured at
acquisition date fair value and the amount of any non-controlling Interests In the acquiree. For each business combination, the Group elects whether to measure the non-
controlling Interests in the acquiree at fair value or at the proportionate share of the acquiree's Identifiable net assets. Acquisition-related costs are expensed as Incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recognized at their acquisition date fair values. For this purpose, the liabilities
assumed include contingent liabilities representing present obligation and they are measured at their acquisition fair values irrespective of the fact that outflow of resources
embodying economic benefits is not probable.

When the Group acquires a business, it assesses the financial assets and llabilities assumed for appropriate classification and designation in accordance with the contractual
terms, economic circumstances and pertinent conditions as at the acquisition date, This includes the separation of embedded derivatives in host contracts by the acquiree.

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
recognized in profit or loss or OCl, as appropriate.

Any contingent consideration to be transferred by the acquirer is recognized at fair value at the acquisition date. Contingent consideration classified as an asset or liabllity
that is a financial instrument and within the scope of Ind AS 109 Financial Instruments, is measured at fair value with changes in fair value recognized in profit or loss. If the
contingent consideration is not within the scope of Ind AS 109, it is measured in accordance with the appropriate Ind AS. Contingent consideration that is classified as equity
is not re-measured at subsequent reporting dates and subsequent its settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the amount recognized for non-controlling interests, and any
previous interest held, over the net identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration
transferred, the Group re-assesses whether it has correctly identified all of the assets acquired and all of the liabilities assumed and reviews the procedures used to measure
the amounts to be recognized at the acquisition date. If the reassessment still results in an excess of the fair value of net assets acquired over the aggregate consideration
transferred, then the gain is recognized in OCI and accumulated in equity as capital reserve. However, if there is no clear evidence of bargain purchase, the entity recognizes
the gain directly in equity as capital reserve, without routing the same through OCI.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment testing, goodwill acquired in a business
combination is, from the acquisition date, allocated to each of the Group's cash:generating units that are expected to benefit from the combination, irrespective of whether
other assets or liabilities of the acquiree are assigned to those units.

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the combination occurs, the Group reports provisional amounts
for the items for which the accounting is incomplete. Those provisional amounts are adjusted through goodwill during the measurement period, or additional assets or
liabilities are recognized, to reflect new information obtained about facts and circumstances that existed at the acquisition date that, if known, would have affected the
amounts recognized at that date. These adjustments are called as measurement period adjustments. The measurement period does not exceed one year from the
acquisition date. :

Impairment of assets

The Group assesses, at each reporting date, whether there is an indication that an asset may be impaired. If any indication exists, or when annual impairment testing for an
asset is required, the Group estimates the asset’s recoverable amount. An asset's recoverable amount is the higher of an asset's or cash-generating unit's {CGU) fair value
less costs of disposal and its value in use. Recoverable amount is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. When the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired
and is written down to its recoverable amount.

In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. In determining fair value less costs of disposal, recent market transactions are taken into account. If no such
transactions can be identified, an appropriate valuation model is used. These calculations are corroborated by valuation multiples, quoted share prices for publicly traded
companies or other available fair value indicators.

The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared separately for each of the Group's CGUs to which the
individual assets are allocated. These budgets and forecast calculations generally cover a period of five years. For longer periods, a long-term growth rate is calculated and
applied to project future cash flows after the fifth year. To estimate cash flow projections beyond periods covered by the most recent budgets/forecasts, the Group
extrapolates cash flow projections in the budget using a steady or declining growth rate for subsequent years, unless an increasing rate can be justified. In any case, this
growth rate does not exceed the long-term average growth rate for the products, industries, or country or countries in which the entity operates, or for the market in which
the asset is used.

Impairment losses of cont_inuing operations, including impairment on inventories, are recognized in the statement of profit or loss.
Goodwill is tested for impairment annually as at the year-end and when circumstances indicate that the carrying value may be impaired.
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Varroc Engineering Limited
Notes to the Consolidated Financial Statements for the year ended March 31, 2018

Impairment Is determined for goodwiil by assessing the recoverable amount of each CGU (or group of CGUs) to which the goodwill relates. When the recoverable amount of
the CGU Is less than its carrying amount, an impalrment loss Is recognized. Impairment losses relating to goodwilll cannot be reversed in future periods.

Intangible assets with indefinite useful lives are tested for impalrment annually as at the year-end at the CGU level, as appropriate, and when circumstances indicate that the
carrying value may be impaired.

i Cash and cash equivalents
Cash and cash equivalent in the balance sheet comprise cash at banks and on hand and short-term deposits with an orlginal maturity of three months or less, which are
subject to an Insignificant risk of changes in value.
For the purpose of the consclidated statement of cash flows, cash and cash equivalents consist of cash and short-term deposits, as defined above, net of outstanding bank
overdrafts as they are considered an integral part of the Group's cash management. Bank overdraft are shown within borrowings in current liabilities in the Balance sheet.

k. Trade receivables
Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using the effective Interest method, less provision for impairment.

I Inventories
Inventories are valued at the lower of cost and net realisable value.
Costs incurred in bringing each product to its present location and condition are accounted for as follows:
- Raw materials: cost includes cost of purchase and other costs incurred in bringing the inventories to their present location and condition. Cost is determined on weighted
average basis. .
- Finished goods and work in progress: cost includes cost of direct materials and labour and a proportion of manufacturing overheads based on the normal operating
capacity, but excluding borrowing costs. Cost is determined on weighted average basis.
- Traded goods: cost includes cost of purchase and other costs incurred in bringing the inventories to their present location and condition. Cost is determined on weighted
average basis.
Initial cost of inventories includes the transfer of gains and losses on qualifying cash flow hedges, recognized in OCI, in respect of the purchases of raw materials.

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

Duties and other taxes (other than those subsequently recoverable by the entity from the taxing authorities) are included in the value of inventory.

m.  Financial instruments

Financial Assets
Initial Recognition and measurement

All financial assets are recognized initially at fair value plus, in the case of financial assets not recorded at fair value through profit and loss, transactions costs that are
attributable to the acquisition of the financial asset. Transaction costs of financial assets carried at fair value through profit or loss are expensed in profit or loss.

Subsequent measurement
For purposes of subsequent measurement, financial assets are classified in four categories:
- Debt instruments at amortized cost

- Debt instruments at fair value through other comprehensive income (FVTOCI)
- Debt instruments, derivatives and equity instruments at fair value through profit or loss (FVTPL)

- Equity instruments measured at fair value through other comprehensive income (FVTOCI)

- Debt instruments at amortized cost

A 'debt instrument’ is measured at the amortized cost if both the following conditions are met:

(a) The asset is held within a business model whose objective is to hold assets for collecting contractual cash flows, and
(b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of principal and interest (SPPI) on the principal amount outstanding.

This category is the most relevant to the Group. After initial measurement, such financial assets are subsequently measured at amortized cost using the effective interest
rate (EIR) method. Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of EIR. The EIR
amortization is included in finance costs/income in the Statement of Profit or Loss. The losses arising from impairment are recognized in the profit or loss. This category
generally applies to trade and other receivables.
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- Debt Instrument at FVTOC!

(a) The objective of the business madel Is achieved both by collecting contractual cash flows and selling the financial assets, and

(b) The asset's contractual cash flows represent SPPI.
Debt instruments included within the FVTOCI category are measured initially as well as at each reporting date at fair value. Fair value movements are recognized in the other
comprehensive income (OCl). However, the Group recognizes interest income, impalrment losses and reversals and forelgn exchange gain or loss in the P&L. On de-
recognition of the asset, cumulative gain or loss previously recognized in OCI Is reclassified from the equity to P&L. Interest earned whilst holding FVTOCI debt instrument is
reported as interest income under EIR method.

- Debt Instrument at FVTPL

FVTPL is a residual category for debt instruments. Any debt instrument, which does not meet the criteria for categorization as at amortized cost or as FVTOCI Is classified as
FVTPL.

In addition, the Group may elect to designate a debt instrument, which otherwise meets amortized cost or FVTOCI criteria, as at FVTPL. However, such election is allowed
only if doing so reduces or eliminates a measurement or recognition inconsistency (referred to as 'accounting mismatch'). The Group has not designated any debt
instruments as at FVTPL.

Debt instruments included within the FVTPL category are measured at fair value with all changes recognized in P&L.

- Equity investments

All equity investments in scope of Ind-AS 109 are measured at fair value. Equity instruments which are held for trading and contingent consideration recognized by an
acquirer in a business combination to which Ind-AS 103 applies are classified as at FVTPL. For all other equity instruments, the Group may make an irrevacable election to
present in ather comprehensive income subsequent changes in the fair value. The Group makes such an election on an instrument-by-instrument basis. This classification Is
made on initial recognition and is irrevocable.

If the Group decides to classify an equity instrument at FVTOC), then all fair value changes on the instrument, excluding dividends, are recognized in the OCI. There is no
recycling of the amounts from OCI to P&L, even on the sale of the investment. However, the Group may transfer the cumulative gain or loss within equity.

Equity instruments included within the FVTPL category are measured at fair value with all changes recognized in P&L.
Derecognition

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is primarily derecognized (i.e. removed from the Group's
balance sheet) when:

- The rights to receive cash flows from the asset have expired, or

- The Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in full without material delay to a
third party under a "pass-through" arrangement; and either (a) the Group has transferred substantially all the risks and rewards of the asset, or {b) the Group has neither
transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-through arrangement, it evaluates if and to what extent it has
retained the risks and rewards of ownership. When it has neither transferred nor retained substantially alf of the risks and rewards of the asset, nor transferred control of
the asset, the Group continues to recognize the transferred asset to the extent of the Group's continuing involvement. In that case, the Group also recognizes an associated
liability. The transferred asset and the associated liability are measured on a basis that reflects the rights and obligations that the Group has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset and the
maximum amount of consideration that the Group could be required to repay.

Impairment of financial assets
In accordance with Ind-AS 109, the Group applies expected credit loss (ECL) model for measurement and recognition of impairment loss on the following financial assets and

credit risk exposure:-
(a) Financial assets that are debt instruments, and are measured at amortized cost e.g. loans, debt securities, deposits, trade receivables and bank balance

(b) Financial assets that are debt instruments and are measured at FVTOC|
(c) Lease receivables under ind-AS 17
(d) Trade receivables or any contractual right to receive cash or another financial asset that result from transactions that are within the scope of Ind AS 11 and Ind AS 18

{e) Loan commitments which are not measured as at FVTPL

(f) Financial guarantee contracts which are not measured as at FVTPL
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The Group follows 'simplified approach’ for recognition of impairment loss allowance on;

- Trade recelvables or contract revenue recelvables; and
- Alllease receivables resulting from transactions within the scope of Ind AS 17

The application of simplified approach does not require the Group to track changes In credit risk. Rather, it recognizes impairment loss allowance based on lifetime ECLs at
each reporting date, right from its initial recognition.

For recognition of impairment loss on other financial assets and risk exposure, the Group determines that whether there has been a significant increase in the credit risk
since initial recognition. If credit risk has not increased significantly, 12-month ECL is used to provide for impairment loss. However, if credit risk has increased significantly,
lifetime ECL Is used. If, in a subsequent period, credit quality of the Instrument improves such that there is no longer a significant increase in credit risk since initial
recognition, then the entity reverts to recognizing impairment loss allowance based on 12-month ECL.

Lifetime ECL are the expected credit losses resulting from all possible default events over the expected life of a financial instrument. The 12-month ECL is a portion of the
lifetime ECL which results from default events on a financial instrument that are possible within 12 months after the reporting date.

ECL is the difference between all contractual cash flows that are due to the Group is in accordance with the contract and all the cash flows that the entity expects to receive
{i.e. all cash shortfalls), discounted at the original EIR. When estimating the cash flows, an entity is required to consider:

- All contractual terms of the financial instrument (including prepayment, extension, call and similar options) over the expected life of the financial instrument. However, In
rare cases when the expected life of the financial instrument cannot be estimated reliably, then the entity is required to use the remaining contractual term of the financial
instrument.

- Cash flows from the sale of the collateral held or other credit enhancements that are integral to the contractual terms.

As a practical expedient, the Group uses a provision matrix to determine impairment loss allowance on portfolio of its trade receivables. The provision matrix is based on its
historically observed default rates over the expected life of the trade receivables and is adjusted for forward-looking estimates. At every reporting date, the historical
observed default rates are updated and changes in the forward-looking estimates are analyzed. On that basis, the Group estimates the following provision matrix at the
reporting date:

Default Rate

ECL impairment loss allowance (or reversal) recognized during the period is recognized as income/expense in the statement of profit and loss (P&L). This amount is reflected
under the head 'other expenses' in the P&L. The balance sheet presentation for various financial instruments is described below:

- Financial assets measured at amortized cost, contract assets and lease receivables: ECL is presented as an allowance, i.e. as an integral part of the measurement of those
assets in the balance sheet. The allowance reduces the net carrying amount. Until the asset meets write-off criteria, the Group does not reduce impairment allowance from
the gross carrying amount.

- Loan commitments and financial guarantee contracts: ECL is presented as a provision in the balance sheet i.e. as a liability.

- Debt instruments measured at FVTOCI: Since financial assets are already reflected at fair value, impairment allowance is not further reduced from its value. Rather, ECL
amount is presented as ‘accumulated impairment amount' in the OCI.

For assessing increase in credit risk and impairment loss, the Group combines financial instruments on the basis of shared credit risk characteristics with the objective of
facilitating an analysis that is designed to enable significant increases in credit risk to be identified on a timely basis.

The Group does not have any purchased or originated credit-impaired (POCI) financial assets, i.e., financial assets which are credit impaired on purchase/origination.

Financial liabilities
Initial recagnition and measurement

Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss, loans and borrowings, payables, or as derivatives designated
as hedging instruments in an effective hedge, as appropriate.

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and payables, net of directly attributable transaction costs.

The Group's financial liabilities include trade and other payables, loans and borrowings including bank overdrafts, financial guarantee contracts and derivative financial
instruments.
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Notes to the Consolidated Financial Statements for the year ended March 31, 2018

Subsequent measurement
The measurement of financial liabilities depends on their classification, as described below:
- Financlal liabilitles at fair value through profit or loss

Financial liabllities at fair value through profit or loss Include financlal liabilities held for trading and financial liabllities designated upon initial recognition as at fair value
through profit or loss. Financial liabilities are classified as held for trading If they are incurred for the purpose of repurchasing in the near term. This category also includes
derivative financial instruments entered into by the Group that are not designated as hedging instruments in hedge relationships as defined by Ind-AS 109. Separated
embedded derivatives are also classified as held for trading unless they are designated as effective hedging Instruments. Gains or losses on liabilities held for trading are
recognized in the profit or loss.

Financial liabilities designated upon initial recognition at fair value through profit or loss are designated at the Initial date of recognition, and only if the criteria in Ind-AS 109
are satisfied. For liabilities designated as FVTPL, fair value gains/losses attributable to changes in own credit risk are recognized in OCl. These gains/losses are not
subsequently transferred to P&L. However, the Group may transfer the cumulative gain or loss within equity. All other changes in fair value of such liability are recognized in
the statement of profit or loss. The Group has not designated any financial liability as at fair value through profit and loss.

- Loans and borrowings
This is the category most relevant to the Group. After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortized cost using the EIR
method. Gains and losses are recognized in profit or loss when the liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is
included as finance costs in the statement of profit or loss. This category generally applies to interest bearing loans and borrowings.

- Financial guarantee contracts

Financial guarantee contracts issued by the Group are thase contracts that require a payment to be made to reimburse the holder for a loss it incurs because the specified
debtor fails to make a payment when due in accordance with the terms of the debt instrument. Financial guarantee contracts are recognized initially as a liability at fair
value, adjusted for transaction costs that are directly attributable to the issuance of the guarantee. Subsequently, the liability is measured at the higher of the amount of loss
allowance determined as per the impairment requirements of Ind-AS 109 and the amount recognized less cumulative amortization.

Derecognition

A financial liability is derecognized when the obligation under the liability is discharged or cancelled or expires when an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as the
derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognized in the statement of profit or loss.

Embedded Derivatives

If the hybrid contract contains a host that is a financial asset within the scope of Ind-AS 109, the Group does not separate embedded derivatives. Rather, it applies the
classification requirements contained in Ind-AS 109 to the entire hybrid contract.

Derivatives embedded in all other host contracts are accounted for as separate derivatives and recorded at fair value if their economic characteristics and risks are not
closely related to those of the hose contracts and the host contracts are not held for trading or designated at fair value through profit or loss. These embedded derivatives
are measured at fair value with changes in fair value recognized in profit or loss, unless designated as effective hedging instruments. Reassessment only occurs if there is
either a change in the terms of the contract that significantly modifies the cash flows that would otherwise be required or a reclassification of a financial asset out of the fair
value through profit or loss.

Embedded derivatives closely related to the host contracts are not separated.
Embedded foreign currency derivatives

Embedded foreign currency derivatives are not separated from-the host contract if they are closely related. Such embedded derivatives are closely related to the host
contract, if the host contract is not leveraged, does not contain any option feature and requires payments in one of the following currencies:

- the functional currency of any substantial party to that contract,

- the currency in which the price of the related good or service that is acquired or delivered is routinely denominated in commercial transactions around the world,

- acurrency that is commonly used in contracts to purchase or sell non-financial items in the economic environment in which the transaction takes place (i.e. relatively
liquid and stable currency)

Foreign currency embedded derivatives which do not meet the above criteria are separated and the derivative is accounted for at fair value through profit and loss. The
group currently does not have any such derivatives which are not closely related.
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Notes to the Consoildated Financial Statements for the year ended March 31, 2018

Reclassification of financial assets and liabilities

The Group determines classification of financial assets and liabilities on initial recognlition. After initial recognition, no reclassification Is made for financlal assets which are
equity instruments and financial liabllities.

For financial assets which are debt instruments, a reclassification is made only if there Is a change in the business model for managing those assets. Changes to the business
model are expected to be infrequent.

The Group's Senior Management determines changes in the business model as result of external or internal changes which are significant to the Group's operations. Such
changes are evident to external parties. A change in the business model occurs when the Group either begins or ceases to perform an activity that is significant to the
operations.

If the Group reclassifies financial assets, it applies the reclassification prospectively from the reclassification date which is the first day of the immediately next reporting
period following the change in business model. The Group does not restate any previously recognized gains, losses (including impairment gains or losses) or interest.

The following table shows various reclassifications and how they are accounted for:

Original Classification Revised Accounting Treatment

Amortized cost FVTPL Fair value is measured at reclassification date.
Difference between previous amortized cost
and fair value is recognized in P&L.

FVTPL Amortized cost |Fair value at reclassification date becomes its
new gross carrying amount. EIR is calculated
based on the new gross carrying amount.

Amaortized cost FVTOCI Fair value is measured at reclassification date.
Difference between previous amortized cost
and fair value is recognized in OCl. No change in
EIR due to reclassification.

FVTOC! Amortized cost |Fair value at reclassification date becomes its
new amortized cost carrying amount. However,
cumulative gain or loss in OCI is adjusted
against fair value. Consequently, the asset is
measured as if it had always been measured at
amortized cost.

FVTPL FVTOCI Fair value at reclassification date becomes its
new carrying amount. No other adjustment is
required.

FVTOCi FVTPL Assets continue to be measured at fair value,

Cumulative gain or loss previously recognized in
OClis reclassified to P&L at the reclassification
date.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the balance sheet where there is a currently enforceable legal right to offset the
recognized amounts and there is an intention to settle on a net basis, to realize the asset and settle the liability simultaneously.

Fair value measurement
The Group 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 transfer the liability takes place either:

- In the principal market for the asset or liability, or
- Inthe 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 Group. 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 its highest and best use.
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The Group uses valuation techniques that are appropriate In the circumstances and for which sufficient data are avallable to measure falr value, maximizing the use of
relevant observable inputs and minimizing the use of unobservable inputs. All assets and liablllties for which fair value Is measured or disclosed In the financial statements
are categorized within the fair value hierarchy, described as follows, based on the lowest level input that Is significant to the falr value measurement as a whole:

Level 1 — 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 ta the fair value measurement is directly or indirectly observable

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

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

For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature, characteristics and risks of the asset or liabllity
and the level of the fair value hierarchy as explained above.

This note summarizes accounting policy for fair value, Other fair value related disclosures are given in the relevant notes.
- Disclosures for valuation methods, significant estimates and assumptions (note 43}

- Quantitative disclosures of fair value measurement hierarchy {note 43)

- Financial instruments (including those carried at amortized cost) (note 43)

p. Derivative financial instruments and hedge accounting

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as forward currency contracts and interest rate swaps, to hedge its foreign currency risks and interest rate risks,
respectively. Such derivative financial instruments are initially recognized at fair value on the date on which a derivative contract is entered into and are subsequently re-
measured at fair value. Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives are taken directly to profit or loss, except for the effective portion of cash flow hedges, which Is
recognized in OCI and later reclassified to profit or loss when the hedge item affects profit or loss or treated as basis adjustment if a hedged forecast transaction
subsequently results in the recognition of a non-financial asset or non-financial liability.

For the purpose of hedge accounting, hedges are classified as:
- Fair value hedges when hedging the exposure to changes in the fair value of a recognized asset or liability or an unrecognized firm commitment

- Cash flow hedges when hedging the exposure to variability in cash flows that is either attributable to a particular risk associated with a recognized asset or liability or a
highly probable forecast transaction or the foreign currency risk in an unrecognized firm commitment
- Hedges of a net investment in a foreign operation

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which the Group wishes to apply hedge accounting and the
risk management objective and strategy for undertaking the hedge. The documentation includes the group's risk management objective and strategy for undertaking hedge,
the hedging/ economic relationship, the hedged item or transaction, the nature of the risk being hedged, hedge ratio and how the entity will assess the effectiveness of
changes in the hedging instrument's fair value in offsetting the exposure to changes in the hedged item's fair value or cash flows attributable to the hedged risk. Such hedges
are expected to be highly effective in achieving offsetting changes in fair value or cash flows and are assessed on an ongoing basis to determine that they actually have been
highly effective throughout the financial reporting periods for which they were designated.

Hedges that meet the strict criteria for hedge accounting are accounted for, as described below:

i
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Cash flow hedges that qualify for hedge accounting
The effective portion of the gain or loss on the hedgling Instrument is recognized in OCI in the cash flow hedge reserve, while any ineffective portion is recognized
immediately in the statement of profit or loss.

The Group uses derivative contracts as hedges of Its exposure to foreign currency risk In forecast transactions and firm commitments. The ineffective portion relating to
foreign currency contracts Is recognized In finance costs and the ineffective portion relating to commodity contracts is recognized in other income or expenses.

Amounts recognized as OC| are transferred to profit or loss when the hedged transaction affects profit or loss, such as when the hedged financial income or financial
expense is recognized or when a forecast sale occurs. When the hedged item is the cost of a non-financial asset or non-financial liability, the amounts recognized as OCl are
transferred to the initial carrying amount of the non-financial asset or liability.

If the hedging instrument expires or is sold, terminated or exercised without replacement or rollover (as part of the hedging strategy), or if its designation as a hedge is
revoked, or when the hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss previously recognized in OCl remains separately in equity until
the forecast transaction occurs or the foreign currency firm commitment is met.

The Group does not use hedges of fair value and net investment.

q. Property, plant and equipment

Freehold land is carried at historical cost except in case of certain freehold land which are at revalued amounts. All other items of property, plant and equipment are stated
at historical cost less depreciation except in case of certain assets which are at revalued amounts.. Historical cost includes expenditure that is directly attributable to the
acquisition of the items,

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the group and the cost of the item can be measured reliably. The carrying amount of any component accounted for as a separate asset
is derecognised when replaced. All other repairs and maintenance are charged to profit or loss during the reporting period in which they are incurred.

Depreciation methods, estimated useful lives and residual value
Depreciation is calculated using the straight-line method to allocate their cost, net of their residual values, over their estimated useful lives or, in the case of certain leased
furniture, fittings and equipment, the shorter lease term as follows:

Class of Assets Estimated useful life

(Years)

{on single shift basis)
Leasehold Land Amortised over the period of lease
Buildings 30- 50 years
Plant and Machinery 8-20 years
Moulds and Dies 4-7 years
Computers 3-7 years
Vehicles i 4-7 years
Furniture and Fixtures 5-15 years
Other Assets 4-10 years

The property, plant and equipment acquired under finance leases is depreciated over the asset’s useful life or over the shorter term of the asset’s useful life and lease term
if there is no reasonable certainty that the group will obtain ownership at the end of the lease term.

The useful lives have been determined based on technical evaluation done by the Management's expert which are different than those specified by Schedule Il to the
Companies Act; 2013, in order to reflect the actual usage of the assets. The residual values are not more than 5% of the original cost of the asset. The assets’ residual values
and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in profit or loss within other gains/ (losses).

[ Investment praperties
Property that is held for long-term rental yields or for capital appreciation or both, and that is not occupied by the group, is classified as investment property. Investment
property is measured initially at its cost, including related transaction costs and where applicable borrowing costs. Subsequent expenditure is capitalised to the asset’s
carrying amount only when it is probable that future economic benefits associated with the expenditure will flow to the group and the cost of the item can be measured
reliably. All other repairs and maintenance costs are expensed when incurred. When part of an investment property is replaced, the carrying amount of the replaced part is
derecognised.

Investment properties are depreciated using the straight-line method over their estimated useful lives. Investment properties generally have a useful life of 30-50 years. The
useful life has been determined based on technical evaluation performed by the Management's expert.
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S.

U]

(i)

(iii)

(iv}

v

(vi)

(vii)

t.

u.

Intangible assets

Goodwllt

Goodwill on acquisitions of subsidiaries is Included In intanglble assets. Goodwill Is not amortised but it is tested for impairment annually, or more frequently If events or
changes In circumstances indicate that it might be impaired, and Is carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity include
the carrying amount of goodwill relating to the entity sold.

Goodwill Is allocated to cash-generating units for the purpose of Impairment testing. The allocation is made to those cash-generating units or groups of cash-generating units
that are expected to benefit from the business combination in which the goodwill arose. The units or groups of units are identified at the lowest level at which goodwill is
monitored for internal Management purposes, which in our case are the operating segments.

Computer software
Costs associated with maintaining software programs are recognised as an expense as incurred. Development costs that are directly attributable to the design and testing of
identifiable and unique software products controlled by the group are recognised as intangible assets when the following criteria are met:

itis technically feasible to complete the software so that it will be available for use
Management intends to complete the software and use or sell it
there is an ability to use or sell the software
it can be demonstrated how the software will generate probable future economic benefits
. adequate technical, financial and other resources to complete the development and to use or sell the software are available, and
. the expenditure attributable to the software during its development can be reliably measured.
Directly attributable costs that are capitalised as part of the software include employee costs and an appropriate portion of relevant overheads.

Capitalised development costs are recorded as intangible assets and amortised from the point at which the asset is available for use.

Research and development
Research expenditure and development expenditure that do not meet the criteria in (i) above are recognised as an expense as incurred. Development costs previously
recognised as an expense are not recognised as an asset in a subsequent period. Product development costs are amortised over a period of 3 to 5 years.

Technical knowhow
Expenditure on acquiring Technical Know-how (including Income Tax and R & D Cess) is being amortised over a period of six years from the date put to use.

Customer relationships: )
Customer relationships acquired in a business combination are recognised at fair value at the acquisition date. They have a finite useful life and are subsequently carried at
cost less accumulated amortisation and impairment losses.

Amortisation methods and periods
The group amortises intangible assets with a finite useful life using the straight-line method over the following periods:
Computer software and ERP system 3-5 years
Patents and others
Costs of intangible assets other than those internally generated, including patents and licenses, are valued at acquisition cost and amortized on a straight-line basis over
their estimated future useful lives.

Trade and other payables

These amounts represent liabilities for goods and services provided to the group prior to the end of financial year which are unpaid. Trade and other payables are presented
as current liabilities unless payment is not due within 12 months after the reporting period. They are recognised initially at their fair value and subsequently measured at
amortised cost using the effective interest method.

Borrowing costs

General and specific borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset are capitalised during the period of time
that is required to complete and prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a substantial period of time to get ready for
their intended use or sale. z

Investment income earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted from the borrowing costs eligible
for capitalisation.

Other borrowing costs are expensed in the period in which they are incurred.

Provisions

General

Provisions are recognized when the Group has a present obligation (legal or constructive) as a result of a past event, it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. When the Group expects some or all of a
provision to be reimbursed, for example, under an insurance contract, the reimbursement is recognized as a separate asset, but only when the reimbursement is virtually
certain. The expense relating to a provision is presented in the statement of profit or loss net of any reimbursement.

If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that reflects, when appropriate, the risks specific to the liability.
When discounting is used, the increase in the provision due to the passage of time is recognized as a finance cost.
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(i}

(i)

(iv)

v)

Warranty provisions

Provisions for warranty-related costs are recognized when the product Is sold or service provided to the customer. Initlal recognition is based on historical experience. The
Initial estimate of warranty-related costs is revised annually.

Provision for onerous contracts

A provision for onerous contracts Is recognized when the expected benefits to be derived by the Group from a contract are lower than the unavoidable cost of meeting its
obligations under the contract. The provision is measured at the present value of the expected net cost of continuing with the contract. Before a provision Is established, the
Group recognizes any impairment loss on the assets assoctated with that contract,

Contingent llabilities recognized in a business combination
A contingent liability recognized In a business combination is Initially measured at its fair value. Subsequently, it is measured at the higher of the amount that would be
recognized in accordance with the requirements for provisions above or the amount initially recognized less, when appropriate, cumulative amortization recognized in
accordance with the requirements for revenue recognition.

Employee benefits

Short-term obligations

Liabilities for wages and salaries, including non-monetary benefits that are expected to be settled wholly within 12 months after the end of the period in which the
employees render the related service are recognized in respect of employees’ services up to the end of the reporting period and are measured at the amounts expected to
be paid when the liabilities are settled. The liabilities are presented as current employee benefit obligations in the balance sheet.

Other long-term employee benefit obligations

The liabilities for earned leaves are not expected to be settled wholly within 12 months after the end of the period in which the employees render the related service. They
are therefore measured as the present value of expected future payments to be made in respect of services provided by employees up to the end of the reporting period
using the projected unit credit method. The benefits are discounted using the market yields at the end of the reporting period that have terms approximating to the terms of
the related obligation. Remeasurements as a result of experience adjustments and changes in actuarial assumptions are recognised in profit or loss.

The obligations are presented as current liabilities in the balance sheet if the entity does not have an unconditional right to defer settlement for at least twelve months after
the reporting period, regardless of when the actual settlement is expected to occur.

Post-employment obligations

The group operates the following post-employment schemes:

(a) defined benefit plans such as gratuity, pension; and
{b) defined contribution plans such as provident fund

Pension and Gratuity obligations
The liability or asset recognised in the balance sheet in respect of defined benefit pension and gratuity plans is the present value of the defined benefit obligation at the end
of the reporting period less the fair value of plan assets. The defined benefit obligation is calculated annually by actuaries using the projected unit credit method.

The present value of the defined benefit obligation denominated in INR is determined by discounting the estimated future cash outflows by reference to market yields at the
end of the reporting period on government bonds that have terms approximating to the terms of the related obligation. The benefits which are denominated in currency
other than INR, the cash flows are discounted using market yields determined by reference to high-quality corporate bonds that are denominated in the currency in which
the benefits will be paid, and that have terms approximating to the terms of the related obligation.

The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit obligation and the fair value of plan assets. This cost is included in
employee benefit expense in the statement of profit and loss.

Remeasurement gains and losses arising from experience adjustments and changes in actuarial assumptions are recognised in the period in which they occur, directly in
other comprehensive income. They are included in retained earnings in the statement of changes in equity and in the balance sheet.

Changes in the present value of the defined benefit obligation resulting from plan amendments or curtailments are recognised immediately in profit or loss as past service
cost.

Defined contribution plans

The Group makes contributions to funds for certain employees to the regulatory authorities. The group has no further payment obligations once the contributions have
been paid. The contributions are accounted for as defined contribution plans and the contributions are recognised as employee benefit expense when they are due. Prepaid
contributions are recognised as an asset to the extent that a cash refund or a reduction in the future payments is available.

Bonus plans

The group recognises 2 liability and an expense for bonuses. The group recognises a provision where contractually obliged or where there is a past practice that has created
a constructive obligation.

Termination benefits

Termination benefits are payable when employment is terminated by the group before the normal retirement date, or when an employee accepts voluntary redundancy in
exchange for these benefits. The group recognises termination benefits at the earlier of the following dates: (a) when the group can no longer withdraw the offer of those
benefits; and (b) when the entity recognises costs for 2 restructuring that is within the scope of Ind AS 37 and involves the payment of terminations benefits. In the case of
an offer made to encourage voluntary redundancy, the termination benefits are measured based on the number of employees expected to accept the offer. Benefits falling
due more than 12 months after the end of the reporting period are discounted to present value.
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x. Contributed equity

Equity instrument including its component parts are classified in accordance with the substance of the contractual arrangement and the definitions of a financlal liabllity and
an equity Instrument.

y. Dividends

Provision is made for the amount of any dividend declared, being appropriately authorised and no longer at the discretion of the entity, on or before the end of the
reporting period but not distributed at the end of the reporting period.

2, Earnings per share

(i}

(i)

Basic earnings per share
Basic earnings per share is calculated by dividing:
the profit attributable to owners of the group
. by the weighted average number of equity shares outstanding during the financial year. The weighted average number of equity shares outstanding during the pertod
and for all periods presented is adjusted for events, such as bonus shares, other than the conversion of potential equity shares that have changed the number of equity
shares outstanding, without a corresponding change in resources.
Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to take into account:
the after income tax effect of interest and other financing costs associated with dilutive potential equity shares, and
the weighted average number of additional equity shares that would have been outstanding assuming the conversion of all dilutive potential equity shares.

Dilutive potential equity shares are deemed converted as at the beginning of the period, unless issued at a later date. Dilutive potential equity shares are determined
independently for each period presented.

The number of equity shares and potentially dilutive equity shares are adjusted retrospectively for all years presented for any share splits and bonus shares issues including
for changes effected prior to the authorization for issue of the Consolidated Financial Statements by the Board of Directors.

aa. Contingent liabilities

A disclosure for a contingent liability is made where there is a possible obligation that arises from past events and the existence of which will be confirmed only by the
occurrence or non-occurrence of one or more uncertain future events not whally within the contral of the Group or a present obligation that arises from the past events
where it is either not probable that an outflow of resources will be required to settle the obligation or a reliable estimate of the amount cannot be made.

ab. Treasury Shares

ac.

ad.

ae,

Own equity instruments that are reacquired (treasury shares) are recognized at cost and deducted from equity. No gain or loss is recognized in profit or loss on the purchase,
sale, issue or cancellation of the Group's own equity instruments. Any difference between the carrying amount and the consideration, if reissued, is recognized in capital
reserve.

Sales/ value added taxes paid on acquisition of assets or on incurring expenses

Expenses and assets are recognized net of the amount of sales/ value added taxes paid, except:

- When the tax incurred on a purchase of assets or services is not recoverable from the taxation authority, in which case, the tax paid is recognized as part of the cost of
acquisition of the asset or as part of the expense item, as applicable

- When receivables and payables are stated with the amount of tax included

The net amount of tax recoverable from, or payable to, the taxation authority is included as part of receivables or payables in the balance sheet.

Rounding of amounts
All amounts disclosed in the Consolidated financial statements and notes have been rounded off to the nearest million as per the requirement of Schedule I, unless
otherwise stated.

Segment reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker.
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Note 2A: Significant accounting judgements, estimates and assumptions
The preparation of the group’s financial statements requires management to make judgments, estimates and assumptlons that
affect the reported amounts of revenues, expenses, assets, liabilities and the grouping disclosures.
These judgments, estimates and assumptions are based on historical experience and other factors, including expectations of future
events that may have a financial impact on the group and that are believed to be reasonable under the circumstances.
This note provides an overview of the areas that involve a higher degree of judgments or complexities and of items which are more
likely to be materially adjusted due to estimates and assumptions to be different than those originally assessed. Detailed
information about each of these judgments, estimates and assumptions is mentioned below. These Judgments, estimates and
assumptions are continually evaluated.

Note 2B:Significant judgements and estimates
1 Goodwill Impairment : Key assumptions used for value-in-use calculations
The group tests whether goodwill has suffered any impairment on an annual basis. The recoverable amount of a cash generating
unit {(CGU) is determined based on value-in-use calculations which require the use of assumptions. The calculations use cash flow
projections based on financial budgets approved by management covering a five-year period. Cash flows beyond the five-year
period are extrapolated using the estimated growth, consistent with industry forecasts. The growth rates are consistent with
forecasts included in industry reports specific to the industry in which each CGU operates.

2 Impairment of financial assets
The impairment provisions for financial assets are based on assumptions about risk of default and expected loss rates. The group
uses judgement in making these assumptions and selecting the inputs to the impairment calculation, based on the group’s past
history, existing market conditions as well as forward looking estimates at the end of each reporting period.

3 Fair valuation of financial instruments
When the fair values of financial assets and financial liabilities cannot be measured based on quoted prices in active markets, their
fair value is measured using valuation techniques including the discounted cash flow model (DCF). The inputs to these models are
taken from observable markets where possible, but where this is not feasible, a degree of judgement is required in establishing fair
values. Judgéments include considerations of inputs such as liquidity risk, credit risk and volatility. Changes in assumptions about
these factors could affect the reported fair value of financial instruments.




4 Defined benefit plans
The liability or asset recognised in the balance sheet in respect of defined benefit pension and gratuity plans is the
present value of the defined benefit obligation at the end of the reporting period less the fair value of plan assets.
The defined benefit obligation is calculated annually by actuaries using the projected unit credit method.

An actuarial valuation involves making various assumptions that may differ from actual developments in the
future. These include the determination of the discount rate, future salary increases and mortality rates. Due to
the complexities involved in the valuation and its long-term nature, a defined benefit obligation is highly sensitive
to changes in these assumptions. All assumptions are reviewed at each reporting date.

The present value of the defined benefit obligation denominated in INR is determined by discounting the
estimated future cash outflows by reference to market yields at the end of the reporting period on government
bonds that have terms approximating to the terms of the related obligation. The benefits which are denominated
in currency other than INR, the cash flows are discounted using market yields determined by reference to high-
quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that have
terms approximating to the terms of the related obligation.

The mortality rate is based on publicly available mortality tables based on the country where the entity operates.
Those mortality tables tend to change only at interval in response to demographic changes.

Future salary increases and gratuity increases are based on expected future inflation rates of the respective
counrty.

Further details about defined benefit plans are given in Note 42.

5 Deferred tax
Deferred tax assets are reported only for loss carry forwards when it is probable that these amounts can be utilised
against future taxable surpluses and against fiscal, temporary differences. At each balance sheet date, the group
assesses whether the realization of future tax benefits is sufficiently probable to recognize deferred tax assets. This
assessment requires the use of significant estimates with respect to assessment of future taxable income. The
recorded amount of total deferred tax assets could change if estimates of projected future taxable income or if
changes in current tax regulations are enacted.

The group evaluates each year if there is an impairment requirement as regards deferred tax assets, if any
regarding loss carry forwards. In addition, the group evaluates if it is appropriate to capitalise new deferred tax
assets regarding the year's carry forward loss .

6 Non-recognition of deferred tax liability on undistributed profits of subsidiaries
Certain subsidiaries of the group have undistributed earnings which, if paid out as dividends, could be subject to
tax in the hands of the recipient. An assessable temporary difference exists, but no deferred tax liability has been
recognised as the parent entity is able to control the timing of distributions from these subsidiaries and is not
expected to distribute these profits in the foreseeable future.

N

Punc




7 Customer Claims

The group has made accruals in respect of unsettled prices for some of its raw materials purchase contracts and finished goods
sales contracts. These accruals are made considering the past settlement formula / communications with the vendors and
customers respectively. The management has assessed and believes that the timing of cash outflow pertaining to these accruals are
uncertain and hence considered the same as payable / receivable on demand and classified under current liabilities / assets
respectively.

Note 2C: New pronouncements not yet adopted by the group:

1;

Ind AS 115 - Revenue from Contracts with Customers

The Ministry of Corporate Affairs (MCA) has notified Ind AS 115, 'Revenue from Contracts with Customers', on 28 March 2018,
which is effective for accounting periods beginning on or after 1 April 2018.

The new revenue standard is based on a transfer of control model, which fundamentally changes the basis of revenue recognition,
presentation and disclosures. The core principle is described in a five-step model framework.

The Group is in the process of evaluating the impact on the financial statements in terms of the amount and timing of revenue
recognition under the new standard.

Appendix B to Ind AS 21, Foreign currency transactions and advance consideration:

On March 28, 2018, MCA has notified the Companies (Indian Accounting Standards) Amendment Rules, 2018 containing Appendix B
to Ind AS 21, Foreign currency transactions and advance consideration which clarifies the date of the transaction for the purpose of
determining the exchange rate to use on initial recognition of the related asset, expense or income, when an entity has received or
paid advance consideration in a foreign currency. This amendment will come into force from April 1, 2018. The Group has evaluated
the effect of this on the consolidated financial statements and the impact is not material.

Amendment to Ind AS 40 regarding transfers of investment property:

On March 28, 2018 MCA has notified the Companies {Indian Accounting Standards) Amendment Rules, 2018 which clarifies that to
transfer to, or from, investment properties there must be change in use. A change in use occurs when the property meets, or ceases
to meet, the definition of investment property and there is evidence of the change is use. A change in intention, in isolation, is not
enough to support a transfer. The amendment has also re-characterised the list of evidence of change in use as a non-exhaustive
list of examples and scope of theses examples have been expanded to include assets under construction and development and not
only transfers of completed properties. The Company has decided to apply the amendment Prospectively to changes in use that
occur on or after the date of initial application.

Management has assessed the effects of the amendment on classification of existing property at 1 April 2018 and concluded that
no reclassifications are required.




4 Amendments to Ind AS 12 Income taxes regarding recognition of deferred tax assets on unrealised losses
The amendments clarify the accounting for deferred taxes where an asset Is measured at fair value and that fair value is below the
asset’s tax base. They also clarify certain other aspects of accounting for deferred tax assets set out below:
- A temporary difference exists whenever the carrying amount of an asset Is less than its tax base at the end of the reporting period.
- The estimate of future taxable profit may include the recovery of some of an entity’s assets for more than its carrying amount if it
is probable that the entity will achieve this. For example, when a fixed-rate debt instrument is measured at fair value, however, the
entity expects to hold and collect the contractual cash flows and it Is probable that the asset will be recovered for more than its
carrying amount.
- Where the tax law restricts the source of taxable profits against which particular types of deferred tax assets can be recovered,
the recoverability of the deferred tax assets can only be assessed in combination with other deferred tax assets of the same type.
- Tax deductions resulting from the reversal of deferred tax assets are excluded from the estimated future taxable profit that is used
to evaluate the recoverability of those assets. This is to avoid double counting the deductible temporary differences in such
assessment.

The Group has evaluated the effect of this amendment on the consolidated financial statements and the impact is not material.
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Rs. in Million)
Particulars Gross carrying amount Accumulated deprediation Net ing amount

asset ciass Asatapis, 2007 | BUsiness ‘;:::';:;"’" {Rafec Addiions Transtation adjustment ::l‘:::"‘::;/ AsatMarch3s, 201 [ AT AP | Forthe ";:";o"::" Mareh | rranslation adjustment D:;:::::: I asarmarchanzoie | AsatMarch3s, 01
Owned assets
Frechold Land 501.70 - - 5338 454 950.54 - - * . - 95054
Factory Bulkding 4,604.60 4062 943.26 29192 0.36 5,880.04 359.30 206.16 1561 0.27 580.80 529324
Office Bialding 883.10 . 147.04 5.08 86.00 949.22 6102 2196 329 332 8295 86627
Pland & Machinery 15,240.80 as5.16 3,086.39 971.72 12351 19,220.56 3,104.14 203096 269.69 5499 533980 13280.76
Fattory Equipment 1,760,00 5.58 338.75 120.69 2139 2,20363 431.70 264.06 3110 930 niss 148607
Eirctrical Inslaliation 406,40 - 1155 045 132 a417.08 10130 4738 017 a73 14812 26296
Mould & Dies 477.60 594 nzia 364 1475 589.57 145.21 93.38 224 115 3958 34959
Electrical Fitting 61.10 . 176 . 005 62.81 17.40 825 - 003 552 3719
Office: Equipment 135.30 033 3191 6.55 053 17356 57.60 3351 3.17 0.47 §3E1 7375
Tools & lastrument 845.30 0.16 283.15 145.99 5.20 1,269.40 36827 26233 73 236 T0555 sexss
Furniture and fixtures 222,70 166 62.39 1003 - 296.78 47.08 3259 148 - 8118 use2
Computers 34530 035 178.93 2523 1145 53836 133.69 118.24 863 180 25878 550
Vehickes 63.22 324 37.05 119 1238 9232 3210 15.44 039 1022 37N 5281
Leased assets

Loasehold Land 784,81 25.04 35.99 691 . 852.75 39.10 14,62 & sin 79903
Busidngs 562.70 - - 13129 p 693.99 12697 a4 - 235.15 45884
Plant & Machinery 275.40 = & 65.00 - 34040 33.10 24.96 = 57.41 27255

iGHnﬂ Total 27,570.03 128.08 5,275.31 ugm 28148 34,531.01 3,245.25 9464 8,667.80 25.863.21
(1) Capltal work-In-progress [Rs. In Million}

Opening capilal work-in-progress 2,464,58

Addition during the year ended March 31, 2018 5,251,20

Capitalised durlng the year ended March 31, 2018 —_— 527531

Closing capilal work-In -progress 2,440.47

(i) Leased assets

Leasahold land, buildings and plant & machinery under finance lease (8s. In Million)
March 31, 2018 March 31, 2017

Cost/Gross Block 1.887.14

|Accurmtated depreciation 356.28

[Nt Caseying amount 1,530.86
e

{13} Property, plant and equipment pledged as security
Refer to note 53 for information on property, plant and equipment pledged as security by the group

{iv) Contractual obligatlons
Refer to note S0 {a} for disclosure of for the of property, plant and equipment,

(v} Office Building Includes premises on ownership basis in a Co-Operative Soclety Rs. 6.3 Million, including cost of shares therein Rs.125.
*Amount below rounding off norms adapled by the group




Varroc Engineering Limited
Notes to the consolidated financial statements

Note 3 Property, plant and equipment

(Rs. in Million)
Particulars Gross carrying amount Accumulated depreciation Net Carrying amount
For the year
Asset Class As at April 1, 2016 Additicis Translation Deductions / Asat :::T;h 3% As at April 1, | ended March 31, Translation On Deductions ./ s Q:ftld' 3% As at March 31, 2017
adjustment adjustments (Restated) 2016 2017 adjustment adjustments (Res——te d) (Restated)
(Restated) -

Owned assets
Freehold Land 935.90 - (34.20) - 901.70 - - - - - 901.70
Factory Building 3,742.80 952.20 (89.10) 1.30 4,604.60 170.70 194.70 {5.80) 0.3 359.30 4,245.30
Office Building 719.60 168.20 (3.70) 1.00 883.10 34.72 28.60 (2.30) - 61.02 822.08
Plant & Machinery 11,687.50 3,949.80 (380.40) 16.10 15,240.80 1,457.24 1,743.20 (89.50) £.80 5104.14 12,136.66
Factory Equipment 1,306.60 497.10 (38.30) 5.40 1,760.00 204.40 239.10 (s.00) 280 431.70 1,328.30
Electrical Installation 302.70 104.30 (0.30) 0.30 406.40 49.10 52.60 (0.10) 0.30 101.30 305.10
Mould & Dies 421.20 91.70 (2.20) 3310 477.60 71.50 77.10 (1.00) 2.39 145.21 332.39
Electrical Fitting 56.40 4,70 - - 61.10 9.40 8.00 - - 17.40 43.70
Office Equipment 111.30 26.60 (2.60) - 135.30 27.90 30.60 {0.90) . 57.60 77.70
Tools & Instrument 718.40 175.30 (47.70) 0.70 845.30 174.57 215.70 (21.50) 0.50 368.27 477.03
Furniture and fixtures 150.30 34.40 (1.80) 0.20 222,70 22.88 24.70 (0.40} 0.10 47.08 175.62
Computers 204.60 150.50 (9.70) 0.10 345,30 60.59 75.80 {2.60) c.1e 133.68 21161
ehicles 67.80 6.52 (0.60) 10.50 63.22 21.70 17.40 (0.60) 6.40 32.10 31.12
Leased assets
Leasehold Land 780.91 6.40 (2.50) - 784,81 19.40 19.70 - - 39.10 745.71
Buildings 609.30 - (46.60) - 562.70 68.77 68.10 (9.50) - 126.97 435.73
Plant & Machinery 298.20 - (22.80) - 275.40 12.10 23.50 (2.50) - 33.10 242.30
Grand Total 22,153.51 6,167.72 (682.50) 68.70 27,570.03 2,404.97 2,818.80 (146.10) 15.65 5057.98 22,512.05
(i) Capital work-in-progress (Rs. in Million)
Opening capital work-in-progress 2,635.97
Addition during the year ended March 31, 2017 5,996.33
Capitalised during the year ended March 31, 2017 6,167.72
Closing capital work-in -progress 2,464.58

(i)} Property, plant and equipment pledged as security

Refer to note 53 for information on property, plant and equipment pledged as security by the group

{iii) Contractual obligations

Refer to note 50 (a) for disclosure of contractual commitments for the acquisition of property, plant and equipment.

{iv) Office Building includes premises on ownership basis in a Co-Operative Society Rs. 6.3 Million, including cost of shares therein Rs.125.

Note 5 (a) Goodwill (Rs. in Million)
As at March 31,
2017
(Restated)
Balance at the beginning of the year 150.82
Add: goadwill on acquisition of subsidiary during the period {refer note 58) -
Total Goodwill on ¢ lidation 150.82




Varroc Engineering Limited
Notes to the consolidated financial statements

Note 4 Investment Properties

(Rs. in Million)
Gross carrying amount Accumulated depreciation Net carrying amount
Asset class As at April 1, 2016 Additions As at March 31,2017 | AsatApril 1,2016 | Depreciation charge | As at March 31, 2017 As at March 31, 2017
(Restated) (Restated) (Restated)
Leasehold land 20.09 - 20.08 0.20 0.20 0.40 19.69
Factory buildings 137.83 - 137.83 5.59 5.59 11.18 126.65
Total 157.92 - 157.92 5.79 5.79 11,58 146.34
Gross carrying amount Accumulated depreciation Net carrying amount
F——— As at April 1, 2017 Additions As at March 31,2018 | Asat April 1, 2017 | Depreciation charge | As at March 31, 2018 As at March 31, 2018
Leasehold land 20.09 - 20.09 0.40 0.20 0.60 19.49
Factory buildings 137.83 - 137.83 11.18 5.59 16.77 121.06
Total 157.92 - 157.92 11.58 5.79 17.37 140.55
(i) Amount recognised in Statement of Profit or Loss for investment properties {Rs. in Million)
Fortheyearended | For the year ended
March 31, 2018 March 31, 2017
Asset class
(Restated)
Rental income 32.50 31.89
Profit from investment properties before depreciation 32.50 31.89
Depreciation 5.79 5.79
26.71 26.10

Profit from investment properties

(i} Leasing arrangements

Certain investment properties are leased to tenants under long-term cancellable operating leases with rentals payable monthly. There is escalation of 10% in lease rentals during the lease terms.

(iil) Fair value

Fair value of the investment property as at March 31, 2017 were Rs. 223.60 million. As at March 31, 2018 there is no material change in the fair value of the assets.

Estimation of fair value

The group obtains valuations for its investment properties internally. The best evidence of fair value is current prices in an active market for similar properties.

(iv) Leased assets

Leasehold land under finance lease (Rs. in Million)
As at March As at March
31,2018 31,2017
Leasehold land
Cost 20.09 20.09
Accumulated depreciation 0.60 0.40
Net Carrying amount 19.49 19.69
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Varroc Engineering Limited

Notes to the cc lidated financial

Note 5 (b) Other Intangible Assets

(Rs. in Million)
Particulars Gross carrying amount Accumulated Amortisation Net Carrying amount
For the year
As at March 31, . ” As at March 31,
Iati . " ,
Asset Class As at April 1, 2016 Additions :;::::;: :::‘;::::’B/ 2017 As a; :1"5’ iz e""“";::;‘" 3L| ‘Temslition | OnBeductlons/ 2017 . (“;;’: ::) 2027
s {Restated) 0 s ° ° (Restated)
Computer software 956.23 243.38 (48.40) 0.90 1,150.31 312.29 347.30 (30.50) 0.90 628.19 52212
Technical know how 594.40 294.76 (62.10) 1.50 825.56 87.74 172.72 {17.50} 1.50 24146 584.10
Patents and others 65.83 10.69 (2.01 32.90 41.61 6.80 26.22 {0.20) 30.99 1.83 39.78
Grand Total 1,616.46 548.83 (112,51) 35.30 2,017.48 406.83 546.24 {48.20) 33.39 871.48 1,146.00
Intangible assets under development (Rs. In Million)
Opening balance 517.05
Addition during the year ended March 31, 2017 492.58
Capitalised during the year ended March 31, 2017 548.83
Closing balance 460.80




Varroc Enginecring Limited
Notes ta the consalldated financlal statements

(Rs. In Milifon)

As ot Morch 31, 2017
M 1,2018
As 8t March 31, (Rastated)
6 Non-current Investmants
{nvestment [n debt Instrument at FVPL {unquoted) = -
In equity I at FvpL )
The Saraswat Co-Operative bank 0.14 0.14
1 in ritles at amortlsed cost {unquoted)
Natlonal saving certificates 0.06 0.06
Total non current Investment 0.20 | 0.20
ggregate amount of ' 0.20 0.20
7  NonCurrent - Loans
Unsecured, constdered good
Security deposits 106.82 82.59
Total Non Current loans 106.81 82.59
e e
"8  Non current- Other financlal
Bank deposits with maturity of more than 12 months from balance sheet date {lien with bank is Rs.138.13 Million, March 31,2017 Rs.138.16 Million) 138.33 138.16
Unbllled receivables 177.56 620.59
Others 0.38 0.44
Total non current other financial assets 316.27 759.19
I —
9 Income tax assets/ liabilities {net)
Income tax assets {net) 124.35 153,03
Income tax liabillties {net) 81.33 178,90
10  Other non current assets
Capital advances {net) 192.62 75.53
Advance to suppliers 198.64 109.83
Gavernment grant receivable 275.71 36.12
Prepaid Expenses 341 i
Balances with Government Authorities 84.29 155.67
Others 542.03 108,84
Total other non current assets 1,296.70 486.09
Ly
11  Inventories
Raw materials [Includes material in transit of Rs, 139,50 Million (March 31, 2017 Rs, 420.4 Million}) 4,625.24 3,860.99
Work-in-progress 1,957.75 1,795.04
Finished goods [includes finished goads in transit of Rs. 327.38 Million {March 31, 2017 Rs. 256.5 Million)] 1,374.00 1,174.07
Stack in trade 2412 83.00
Stares and spares [Includes stores and spares in transit of Rs. 0,27 Million (March 31, 2017 Rs. Nil)] 433.54 423,00
Loose tools [Includes loose tools in transit of Rs, 2.81 Million (March 31, 2017 Rs. Nil)) 194,16 164.57
Packing material 31.41 28.51
Renewable energy certificates 0.78 5.54
Total Inventories 8,640.97 7,534.72
e
12 Current Investment
Investment in mutual funds (unquoted)
434,453,935 units of Reliance Liquid Fund - Series )l Direct Growth Plan {March 31, 2017 Nil Units) 10.06 -
2,000,000 Reliance Liquid Fund - Series IV Direct Growth Plan {March 31, 2017 Nil Units) 20.16 -
31.777 units of 'LIC MF Liquid Fund® (March 31, 2017 Nil Units) 0.10 -
Aggregate falr value of unquoted investment 30.32 -

- Chartereq 7




Varroc Engineerlng Limited
Notes to the ldated {

{Rs, In Million)
. As at March 31, 2017
" 2018 y
As at March 31, (Restated)
13  Trade receivables
Trade recelvables 14,025.75 11,464,88
Recelvable from related parties {refer note 49) 153.36 66.06
Less: Allowances for doubtful debts (151.77) (148.09)
Total 14,027.34 11382.85
=Sl AL LN
DBreak-up of trade reccivables
Unsecured, consldered good 14,027.34 11,382.85
Unsecured, considered doubtful 151.77 148.09
Total 14,179.11 11,530.94
Less: Allowance for doubtful debts (151.77) (148.09)
Total 16‘027.34 11,382.85
Non-Current Portlon al -
Current Portlon 14,027.34 11,382.85

Transferred Recelvables

The carrying of trader bles Include r ble which are subject to a f: Ing arr Under the arr
from selling or pledging the receivables, However, the Group has retalned credit risk and late payment risk, The Group therefore tor the transf
g Isp s d/ qt g

The relevant carrylng amounts are as follows:

the Group has transferred the relevant receivables to the factor in exchange for cash and is prevented
d assets In its balance sheet. The amount repayable under the factoring

Total transferred recelvables (Refer note 26) 1,874.28 245.75
14 (a) Cash and cash equivalents

Cash in hand {Refer note 59) 2.19 2.10
Bank balances

In current accounts 3,260.30 3,498.17
Deposlt with maturity of less than three months 3.29 -
Total Cash and cash equivalents 3&55.78 3,500.27

14 (b} Other bank balances
Long term deposits with original maturity more than three months but less than twelve months 23.59 40.27
Total other bank balances 23.59 40.27
There are no repatriation restrictlons with regard to cash and cash equivalents and other bank balances as at the end of the reporting period.
15 Current - Loans
Unsecured, considered good
Loans to employees 9.12 5.94
Security deposit 30.85 36.35
Total Current loans 40.07 42.29
— ot
16 Other financlal assets
Derivative financial assets at FVPL
Derivative contracts 38.25 39.17
Non-derivative financial assets at amortised cost
Interest recelvable other than on fixed deposits 0.65 1.57
Unbilled receivables 2,390.21 2,965.98
Initial Public Offering expenses receivable* 165.98 -

Others 17.68 5.78
Total other current financial assets 2!612.77 3,012.51

*Initial Public Offering expenses recoverable comprise share issue expenses incurred In connection with the proposed Initial Public offer {IPO) by way of offer for sale by existing shareholders of the Company. These receivables include fees

hold.

the C

of the

paid to stock exchanges, SEBI, lawyers, auditors etc., in connection with the IPO of the Company. As per the offer ag; and the selling sh

be reimbursed by the selling shareholders in proportion to their respective Offered Shares sold pursuant to the Offer. Accordingly, the Company has classified these expenses as receivable from selling shareholders under Other Financial

Assets. Initial Public Offer expenses includes receivable from related parties refer note 49.

upon

Offer, these expenses will

17 Other current assets
Advance to suppliers {net)
Security deposits (Other than financial assets)
Prepaid expenses
Export and other incentives
Balance with government authorities
Government grant receivable
Insurance claim receivable
Others

Total other current assets

558.12 491.69
19.07 10.22
387.59 222.94
13.09 13.36
716.77 828.40
141.58 40.19
0.02 6.58
127.30 58.54
1,963.54 1,671.92




Varroc Engineering Limited
Notes to the consolldated financlal statements

(Rs. in Million)

As at March 31, 2017
As at March 31, 2018 {Rastoted)
18 Equity and Preference share capital
Movement In authorised capltal
Equity Preference share
share capltal Capital
Opening Balance as on April 01, 2017 16,500,000 33,500,000
Add:- Increase durlng the year (Refer Note 18 (g)) 233,500,000 216,500,000
Closing Balance as on March 31, 2018 250,000,000 250,000,000
Number of Shares
As at March 31, |As at Mareh 31, 2017
2018 {Restated)
Authorized:
Equity shares of Re.1 each [previous year Rs,10 each} 250,000,000 16,500,000 250.00 165.00
Preference shares of Re.2 each (previous year Rs,10 cach) 250,000,000 33,500,000 250.00 335.00
500.00 500.00
Issued, subseribed and pald-up:
Equlty shares of Re.1 each (previous year Rs. 10 each) fully pald up 123,127,760 11,460,417 123,13 114,61
0.0001% Serles "B" i ble pref shares - 852,359 - 8.52
{"Serles B CCPS") of Re.1 each [ previous year Rs. 10 each) fully paid up
0.0001% Series "C" compulsorily convertible preference shares 11,683,770 1,168,377 11.68 11.68
("Serles C CCPS"} of Re.1 each {previous year Rs. 10 each) fully pald up
134.81 134,81
{2} Movement In share capital Nos Rs. in Million Nos Rs. in Million
As at March 31,2018| As at March 31, 2018 | As at March 31, 2017 || As at March 31, 2017
Equity shares {Restated) (Restated)
Outstanding at the beginning of the year 11,460,417 11461 9,613,502 96.14
Add:- 0.001% serles A CCPS converted into equity shares - - 1,846,915 18.47
Adi .0001% series B CCPS 8,52,359 shares converted into equity shares 852,359 8,52 - -
Outstanding number of shares before considering the Impact of sub division of equity shares 12,312,776 123.13
AdJusted closing number of shares on account of sub-division of equity shares (Refer Note 18 (g)} 123,127,760 123.13
Outstanding at the end of the year 123,127,760 123.13 HAGDEM-’ 114,61
Preference shares
Qutstanding at the beginning of the year 2,020,736 20.20 16,623,365 166,23
Less:- 0.001% Series A CCPS converted into equity shares during the year - - {16,623,365) {166.23)
Add/{Less):- 0,0001% series B CCPS 852,359 shares Issued/{converted Into equlty shares} [considering impact of share split (Refer Note (852,359)) (8.52) 852,359 8.52
18 (g])
Add:- 0,0001% Series C CCPS issued during the year - - 1,168,377 11.68
Outstanding number of shares before considering the impact of sub division of preference shares 1,168,377 11.68
Adjusted closing number of shares on account of sub-division of preference shares (Refer Note 18 {g)) ll,ST!TJW 11.68
Outstanding at the end of the year 11,683,770 11.68 2,020,736 2&

(B) Rights, and hed to Equity Shares

dividend.

(collectively referred ta as “PE Investors”).

Equity shares: The Company has equity shares having a par value of Re. 1 per share (previous year Rs.10/- per share). In the event of liguidation, the equity shareholders are eligible to receive the remaining assets of the Company after
distribution of all preferential amotnts, in proportion to their shareholding. The dividend proposed by the Board of Directors is subject to the approval of the shareholders in the ensuing Annual General Meeting, except in case of interlm

Pursuant to the agreements, the Company had issued and allotted 2 equity shares having face value of Rs. 10 each at a premium of Rs. 930 per equity share to OMEGA TC Holdings PTE Limited and TATA Capital Financial Services Limited

{c) Conversion of Series A CCPS:

said Series A CCPS are cumulative, mandatorily and fully convertible preference shares.
Prior to conversion of Series A CCPS:

|sharehelders of the Company in proportion ta the number of shares held by them.

|tnwestars by way of preferential dividend on April 1st of the subsequent financial year,

During the year 2013-14, pursuant to the agreement with the Private Equity Investors, the Company had issued and allotted 29,959,980 number of 0.001% Series A CCPS having face value of Rs. 10 each at a premium of Rs, 90 per share. The

(i} The said PE Investors are entitled to vole at each meeting of the halders of equity shares of the Company to the extent of 9% of the Equity Share Capital on a fully diluted basis. The remaining 91% voting rights are with other equity

{ii) The holders of each Series A CCPS are entitled to preferential dividend at the rate of 0.001% per year. The amount of dividend accrued on each Series A CCPS during a financial year is required to be distributed by the Company to the

{iii) Series A CCPS were classified as compound financial instrument and were accounted based on the terms of the agreement, provisions of IND AS 109 and section 68 {2] {c] of the Companies Act, 2013, During previous year, Series A CCPS
were converted into 1,846,915 equity shares of Rs.10/- each ranking pari passu with the existing equity shares of the Company as per the Amendment And Supplemental Agreement dated March 9, 2017 to original Share Subscription
|Agreement dated January 24, 2014 entered into between the Company, Promoters and PE investors and have been accounted for accordingly.
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Varroc Englneering Limited

Notes to the

(Rs. In Miltion)

As at March 31, 2017

As ot March 31, 2018 {Restated)

()

(e)

(h)

Bonus Issue of Serles B CCPS

During the year ended March 31, 2017, the Company Issued and allotted 852,359 Serles B CCPS of Rs,10/- aach fully paid as bonus to eligible equity shareholders of the Company in the ratlo of 61 fully paid Series 8 CCPS for every 688 equlty
shares of the Company held by them, The Serles B CCPS are non non-particl preferance shares, mandatorily and fully convertible into equity shares on accurrence of the trigger event. The holder of each Serles B CCPS
were entitled to preferentlal dividend at the rate of 0.0001% per year on the face value, The Serles I CCPS did not have any entitlement to participate in any dividend distributlon to the holders of Equity Shares. Under Ind AS, Sorlas (§ CCPS
were been classifled as an oquity Instrumant based on the terms of the agreement and trigger event, which Is carlier of ¢

(1) the date on which the Equity Shares of the Company held by Varroc Polymers Private Limited (VPPL) stand extinguished pursuant to the Capital Scheme b [fective after being duly approved by the National Company
Law Tribunal; or

{H) the date that the Company files a red herrlng prospectus with the SEBI for undertaking an 1PO.

During the year ended March 31, 2018, the serles B CCPS were been converted Into equity shares pursuant to the approval of the Capltal reduction scheme of VPPL by the NCLT {refer note { below). These shares were issued and allotted
through a speclal resolution passed tn the Board Meeting held on January 16, 2018.

Bonus Issue of series C COPS

During the year ended March 31, 2017, the Company issued and allotted 1,168,377 Serles C CCPS of Rs, 10/- each fully paid as bonus to eliglble equity shareholders of the Company In the ratio of 57 fully paid up Series € CCPS for cvery 469
equity shares of the Company held by them. The Serles C CCPS are non-cumulative, particlpating preference shares, mandaterily and fully convertible Into equity shares on occurrence of the trigger event. The holder of each Serles € CCPS
are entitled to preferentlal dividend at the rate of 0.0001% per year on the face value, The Series C CCPS are entitled to participate, on a parl passu basis with Equity Shares, in any dividend distributlon te the holders of Equity Shares on an
“as if converted’ basls. For the purpose of dividend distributlon, the Serles C CCPS prior to thelr converslon shall constitute 1.3% of the Equity Share Capital on a fully diluted basis. Under Ind AS, Series C CCPS have been classifled as an equity
Instrument based en the terms of the agreement and trigger event, which Is earlier of:

{1) the date on which the Company files a red herring prospectus with the SEBI for undertaking an IPO or

{1} IPO Veto Date; or

{ill) the Conversion Deadline, as defined in the terms of the agreement. {each such event belng the “Serles C Trigger Event”).”

t to the year end; in the Board Meeting held on May 31, 2018, these Serles C CCPS were converted In the ratlo of 1:1 into 11,683,770 equity shares of Re. 1 each, ranking pari-passu with the exIsting equity shares of the Company.

Capital reduction

The Company pursuant to the provisions of Section 66 of the Companies Act, 2013 and the rules made thereunder had flled a petition for reduction of 852,349 equity shares of Rs. 10 each held by wholly owned subsidiary Varroc Polymers
Private Limited [VPPL) without any conslderation, This scheme was approved by the National Company Law Tribunal (NCLT) and was filed with the Reglstrar of Companies (ROC) on December 18, 2017, The ROC reglstered the order on
January 15, 2018 and the Company took on record this transaction at the Board Meeting on January 16, 2018, Pursuant to this transaction, share capital of Rs, 8.52 million has been transferred to Capltal Reserve as at March 31, 2018,

During the year, face value per Equity Share and Preference Share have been sub divided from Rs. 10 to Re. 1. Further authorised share capital of the Company was reclassified from Rs. 500 Million consisting of Rs. 165 Milllon {165,000,000
Equity Shares of Re.1/- each) and Rs. 335 Million {335,000,000 Preference Shares of Re.1/- each) to Rs. 250 Million (250,000,000 Equity Shares of Re.1/- each) and Rs. 250 Million (Consisting of 250,000,000 Preference Shares of Re.1/- cach).

Detalls of shares held by shareholders holding mare than 5% of the aggregate shares In the Company

As at March 31, 2018 As at March 31, 2017

Name of the Sharehalder Numbers of % of Numbers of shares % of shareholding

shares shareholding

Face value Face value

Re, 1 Rs. 10
Equity Shares
Mr. Tarang Jain 50,798,590 41,26% 3,529,025 30.79%
TJ Holdings Trust 33,850,000 27.49% 3,385,000 289.54%
Omega TC Heldings PTE LTD 16,917,130 13.74% 1,691,713 14.76%
Naresh Chandra Holdings Trust 10,000,000 8.12% 1,000,000 8.73%
Suman Jain Holdings Trust 10,000,000 8.12% 1,000,000 8.73%
Preference Shares !
Mr. Tarang Jain . 11,683,770 100.00%|. 1,453,523 71.93%
Mr. Naresh Chandra - 0.00% 324,504 16.06%
Mrs. Suman Jain - 0.00% 242,709 12.01%




Varroc Engineering Limited
Notes to the consclidated financlal statements

{Rs. In Milllon)

As ot March 31, 2017
March 31, 2018
As at March 31, (Rastated)
No of Shares No of Shares
{1} |Aggregate numbar of bonus shares Issued during the tive years immediately preceding March 31, 2018
0,0001% Serles B CCPS ond 0.0001% Series C CCPS Issued and allotted as fully paid up bonus shares by copltalisation of profits from securitlos premium
during the year ended March 31, 2017 - 2,020,736
The Company during the preceding S years:
i. Has not alloited shares pursuant to contracts without payment received in cash,
il. Has not Issued shares by way of bonus shares except as mentioned above.
Hl, Has not bought back any shares,
19 Reserves and surplus
Retalned earnings 9,639.98 5,135.42
General reserve 4,194.73 3,747.14
Debenture redemption reserve 325.00 200.00
Capltal redemption reserve 11.30 11.30
Capital reserve 5,335.08 6,095.34
Statutory reserves 410.80 365,50
Securitles premium rescrve 6,190.08 6,128.66
26,106.97 21,683.36
Retalned earnings
Dalance at the beginning of the year 5,135.42 2,275.61
Add:- Profit for the year 3,131.00
Less:- Remeasurement of defined benefit obligation (net of tax) {25.28)
Less:- Dividend pald {including dividend distribution tax Rs 12,52 Milllon {March 31,2017 Rs. 8,87 Million})) (45.91)

Add: On account of capital reductlon {Refer note 18 f)
Less:- Transfer to debenture redemption reserve (25% of face value)

Balance at the end of the year 5,135.42

General reserve

Balance at the beginning of the year 3,747.14 3,747.14

Add: On account of capital reduction {Refer note 18 f} 447.59

Balance at the beginning and at end of the year 4,194.73 3,747.14

Debenture redemption reserve

Balance at the beginning of the year 200.00 .

Add:-Transfer from retained earnings 125.00 200.00

Balance at the end of the year 325.00 200.00

Capital Redemption Reserve

Balance at the beginning and at end of the year 1130 11.30
e

Capital Reserve

Balance at the beginning of the year 6,095.34 6,095.34

Add: On account of capital reduction {Refer note 18 f) (760.26) -

Balance at the end of the year 5,335.08 6,095.34

Statutory reserves

Balance as at beginning of the year 365.50 365.50

Add: On account of capital reduction {Refer note 18 f) 45.30 nd

Balance at the end of the year 410.80 365.50

Securities premium reserve

Balance at the beginning of the year 6,128.66 3,013.44

Add:- Conversion of 0.001% Series "A" CCPS into equity shares (Refer note 18) - 3,135.43

Less:- Issue of 0.0001% Series "B" CCPS and Series "C" CCPS [Refer note 18) - {20.21)|

Add: On account of capital reduction (Refer note 18 f) 61.42

Balance at the end of the year 6,190.08 6,128.66

Total Reserves and surplus 26,106.97 21,683.36

*Amaunt below rounding off norm adopted by the Group
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Varroe Englneering Limitad
Neotes to the consolldated financlal statements

{Rs. In Million)

As ot March 31, 2017
1, 201
As at Morch 32, 2018 (Restatad)
20 Otherreserves

Forelgn Currency Transiation Reserve
Balance at the beginning of the year 44,52 880.81
Add / {Less) : Exchange differencas In translating the financial of forelgn operati 1,996.01 836,29)
Balance at the end of the year 2,040.53 44,52
Cash llow hedge reserve
RBalance at the beglnning of the year (8.94)
{Galn})/ Loss an changes In falr value of hedping instrument 12,02
Income tax relating to gains/loss arising an changes in fair value (4.20)
Reclassification to Statement of Profit and Loss (1.14]
Balance at the end of the year (2.26)
Equity component of CCPS
Balance at the beginning of the year - 885,66
Transferred durlng the year - (885.66)
Balance at the end of the year = -
Total other rescrve 2,038.27 35.58

Nature and purpose of other reserves

General reserve
General reserve are the retained earning of the group which are kept aside out of company's profit to meet future {known or unknown) obligation.

Debenture redemption reserve
The group is required to create a debenture redemption reserve out of the profits which is available for payment of dividend for the purpose of redemption of debentures.

Securities premium reserve
Securities premium reserve Is used to record the premium on issue of shares, The reserve is utilised in accordance with the provision of the Companies Act, 2013,

Cash flow hedge reserve

The group uses hedging instruments as part of s management of foreign currency risk and interest rate risk as described In the note 46. To the extent these hedges are effective; the change in fair value of the hedging instrument Is

recognised in the cash flow hedge reserve. Amounts recognized in the cash flow hedge reserve is reclassifled to profit or loss when the hedged item affects profit or loss.

Capital Reserve
Capital reserve is not available for distribution as dividend.

Capital redemption reserve
Capital redemption reserve is not available for distribution as dividend.

Statutory reserves
Statutory reserves is created based on respective statutory requirements and hence is nat available for distribution as dividend.

Foreign Currency Translation Reserve
Exchange differences arising on translation of foreign ions are r
investment is disposed-off.

d in other comprehensive income and

4 in a separate reserve within equity, The cumulative amount is reclassified to profit or loss when the net

21 Non current - Borrowings

Secured
Dehentures
Non convertible debentures of Rs. 1,000,000 each
Term loans
From banks
Rupee loans
Foreign currency loans
From finandial Institutions
Finance lease obligations {Refer note 54)
Buyers credit {capital nature)
Unsecured
Deferred sales tax loan

Total non current borrowing

1,300.00 800.00
414.17 466.04
3,907.55 4,765.32
296.99 727.51
122,93 153.19
145.35 400.70
174.47 239.95
6,361.46 7,552.71




Varroc Engineering Limited
Notos to the consolidated financlal statamants

{Rs. In Millfon)

As ot March 31, 2018

As at March 31, 2017
{Rostated)

Partleulars FHfectivainterait Furrent Neon Current Total of Non current
Rate (refor note 28)
2019-20 2020-21 2021-22 2022-23 2023-24 And Bayond

Temboans | LA | 1o0n66|  geadso|  devsar|  Longr| 2T . 620 461870
Debentures B80%to81% . 800.00 » - 500,00 - 1,300.00
buyers Credit T | oamwtozden T EY) T 94ss T 5080 = & i B 14535
Deferred Sales Tax Loan - 65.48 57.07 44,44‘ 33.29 e 20.44 13.23 174.47

2,130,48 2,796.42 1,791.08 1,046.26 579.34 25.43 6,238.53
Nature of Security

Secured borrowings af entities based In India and Italy are secured by way af first charge on pari-passu basis on movable and immovable fixed assets of these entities, both present and future, subject to certain exclusions.

Secured borrowings of the Lighting division are secured by way of first charge on pari-passu basls on movable and immovable fixed assets and recelvables of the lighting division, subject to certain exclusions.

The carrying amounts of financlal and non financlal assets pledged as security for current and non-current borrowings are disclosed in note no 53.

Warranties Others
March 31, 2018 | March 31,2017 | March 31,2018 | March 31,2017
{ ) (Restated)

Balance as at the beginning of the year 342,92 247.48 290.64 194.43
Additions 364.76 250.94 60.22 208.98
Utilization/Reversed during the year {232,35) (178.04) {292.71) {128.70)
Unwinding of discount and effect of changes in discount 0.61 {0.12)| - -
rate

Foreign exchange translation difference 55.69 {17.84) 3174 15,92
Balance as at the end of the year 531.13 342.42 89.89 290.64
Current Portion 238,08 222.61 40.60 159,17
Non Current Portion 293.05 119.81 49.29 131.47
Total 531.13 342.42 89.89 290.64
* Provision for warranties :- The Company provides warranties on i for their satisf: y perfa during the

obligation is made based on such warranty period.

22 Non current - Other financial liabilities
Securlty deposits 5.64 5.16
Capital ereditors 0.39 24.08
Employee benefits payable 7011 61.93
Redemption lfability related to non controlling Interest {Ref Note 58) 46.67 -
Total other Financlal liabilities 122.81 91.17
23 Non current - Provisions
Provision for employee benefits
Gratulty and other employee benefit obligations {refer note 42) 600.55 424,45
Compensated absences 59.53 64.31
Others
Provision for warranties® 293.05 119.81
OthersH 43.29 131.47
Total non current provisions 1,002.42 740.04

v period as per the contracts with buyers, Provision for warranty claims arising out of such

# Other provision includes provision for coupon schemes and customer claims related to tooling contract .These claims are expected to be settled within 2-3 years. Management estimates these provision based on historical claim

information and any recent trends, The impact of di

g of these

is not material.




Varroc Engineering Limited
Notes to the consolldated financla) statements

{Rs. In Miltion}
As ot Morch 31, 2017
As at March 31, 2018 {Rostotad)
24 Daferred tax liabilitles / {assat) (net)
24A  Deflerred tax lisbilities (net)
Defarred tax llabllitles
Depreclation and amortization 1,138.13 927,24
Revenue recognised under Percentage Of Completion method 22.30 -
Others 20.54 831
Goodwll| {refer note 58) 77.45 -
1,258.42 935.35_
Ocferred tax sssets
Expenses allowable on payment basis 51.51 48.01
Provision for doubtful debts and advances 7.68 29.32
Unabsorbed tax depreclation and losses 49.39 197.20
Provislon for employee benefits 45,33 14.40
MAT Credlt Entitiement 578.70 507.16
Others 16.94 9.42
749.55 805.51
R
Total Deferred tax llabilities (net) 508.87 130.04
Total Deferred tax assets (net) & -
in deferred tax liablllti
Opening deferred tax llabllities 130.04 A72.74
Recognised in the Statement of Profit and Loss
Expenses allowable on payment basis {7.70); 263.13
Proviston for doubtful debts and advances 21.64 7.05
Unabsorbed tax depreclation and losses 147.81 (92.12)
Provision for employee benefits (42.80) 97.38
Revenue { under P ge Of Ce method 22.30] (295.38)|
Investment Allowance » 184,83
Depreciation and amortization 210.89 (429.57)
Others 75.89 70.28
Total 428.03 {194.40)|
Exchange Differences {71.086) 15.72
Charged to other comprehensive Income
Cash Mlow hedge reserve 4.20 {7.56),
Remeasurement of defined benefit obligation 11.87 (6.51)
16.07 (14.07)
Increase of MAT credit {71.54); (149.95)!
Deferred tax on account of business combination {refer note 58) 7733 -
Total Deferred tax llabilities {net) 508.87 130.04
248 Deferred tax assets [net)
Deferred tax assets
Expenses allowable on payment basis 245.53 174.02
Provision for doubtful debts and advances 5.33 3.77
Unabsorbed tax depreciation and losses 1138.92 22354
Provision for employee benefits 189.16 50.71
Investment Allowance 1,006.29 242.16
MAT Credit Entitlement 6.76 430
Others 1161 161.56
1,584.60 860.06
—— e
Deferred tax liabilities
Depreciation and amortization 453.63 523.86
Revenue recognised under Percentage Of Campletion method 82.53 194.65
Others 18.04 11.34
554.60 729.85
Total Deferred tax assets (net} 1,030.00 130.21
Movement in deferred tax assets
Opening deferred tax assets 130.21 132.44
Recognised in the Statement of Profit and Loss
Expenses allowable on payment basis 71,51 76.38
Provision for doubtful debts and advances 1.56 377
Unabsorbed tax depreciation and losses (103.62) 185.11
Provision for employee benefits 138.45 50.71
Revenue recognised under Percentage Of Completion method 111.72 (194.65)
Investment Allowance 764.13 242.16
Depreciation and amortization 70.23 (523.86)
Others {156.78) 156.65
Total 897.22 3.73)
Exchange Differences 0.11 5.80
Increase of MAT credit 2.46 {4.30)
Closing deferred tax assets 1,030.00 130.21




Varroc Englneering Limited
Notes to the consclidated financlal statements

(Rs. In Miltion)

As ot March 31, 2017
As at March 31, 2018 (Rostatad)
25  Other non current labllitles
Advance recelved from customer 17.87 20.40
Deferred government grant 252.46 62.77
Total other non current liabilitles 310.33 83.17
]
26 Current borrowings Maturity Date | Terms of Repayment Interest rate
.
Secured
Cash Credit Varlous Various 1.1% 0 12,35% 148.73 447,06
WorkIng capltal facilities
Forelgn Currency & Working Capital Demand Loan {(WCDL) Varlous Varlous 1.75% 728.49 3,739.46
Factored Recelvables (Refer note 13) Various Varlous 1.5%t0 6% 359.48 24575
Buyer's credit {other than capital ) Varlous Varlous 1.91% - 36.91
Unsecured
Working capital facilities
Factored Recelvables (Refer note 13) Various Varlous 8.30% 1,514.80 -
Pre-shipment credit in forelgn currency (PCFC) Various Various 5.15% 47.77 -
From financial institutions Various Varlous B.45% 640.00 431,58
Commercial Papers Varlous Varlous 6.75% = 1,084.28
From related partles {Refer note 49) - 6.86
Total current borrowlngs 3,439.27 5,991.90
R L
Working capital facilities availed from banks, are secured by pari-passu charge by way of hypothecation of stocks of raw materials, work in process, finlshed goods, consumables, stores and spares, packing materials, receivables and
mortgage of certain land and buildings of the group.
The carrying amounts of financlal and non financlal assets pledged as security for current and non-current borrowings are disclosed in note no 53
Net Debt Reconcllfation March 31,2018 March 31,2017
Cash and Cash equivalents {refer note 14 (a) 3,117.05 3,053.21
Lquld Investments 30.32 .
Current borrowings {3,290.54) (5,544.84))
Non-current borrowings (includes current maturities of non-current borrowings (refer note 21 and 28) {8,550.91) 19,138.54))
Interest accrued but not due (refer note 28) (52.26) {49.74)
Net debt (8,746.34} {11,679.91)
Reconciliation of Net Debt
Particulars As on April 1, 2017 Cashflows Interest Expenses |  Interest Paid Cash flow hedge Translation Gain on sale of As on March 31, 2018
Reserve Difference Investments
Non-current borrowings 5,138,548 {1,318.07) 730.44 8,550.91
Liquld Investment - 27.62 2,70 3032
Current borrowings 5,544.84 (2,980.43) 114 72499 3,290.54
Cash and cash equivalent 3,053.21 {496.20) 560.04 3,117.05
Interest accrued but not due 43.74 861.70 859.18 52.26
27 Trade payables
Total outstanding dues of micro enterprises and small enterprises (refer note 41) 27.22 25.59
Total outstanding dues other than micro enterprises and small enterprises
Trade payables to Related Parties {refer note 49} 31.52 35.32
Others 19,735.05 15,001.11
Total trade payables 19,793.79 15,062.02
RASs
28  Current - Other financial liabilities
Current maturities of non-current borrowings (refer note 21) 2,130.48 1,537.82
Finance lease obligations (refer note 54) 58.97 48,01
Interest accrued but not due on borrowings 52.26 49.74
Capital creditors 1,468.21 1,331.08
Customer security deposits 36.75 2951
Employee benefits payable 1,712,25 1,510.57
D ive liabilities pending settl 48.80 60,59
Redemption fiability related to non controlling interest 143.84 123.39
Others 1.50 0.80
Total other financial liabilities 5,653.06 4,691.51
29  Current- Provisions
Provision for Employee benefits
Gratuity and other employee benefit obligation {refer note 42) 28.36 48,75
Compensated absences 9.13 47.50
Others
Provision for warranties (refer note 23) 238.08 222,61
Management and Performance Bonus 132.31 119.29
Others (refere note 23) 40.60 159.17
Total current provision 448.48 597.32
30  Other current liabilities
Advance received from customers 1,337.10 546.17
Deferred government grant 46.98 70.49
Statutory Dues Payable 558.21 307.50
Other payables 160.75 70.60
Total Other current liabilities 2,104.04 594.76




Varroc Engineering Limited
Notes to the consolidated financial statements

(Rs. in Million)

For the year ended

For the year ended March

March 31, 2018 L::;:ﬁ:l
31 Revenue from operations
Sale of products *

Finished goods 95,029.92 87,676.97
Traded goods 1,115.98 1,145.65
Sale of engineering services 1,650.58 1,717.40

Other operating revenue
Tooling revenue 4,383.05 4,361.39
Wind and solar power generation 106.30 119.57
Prototype sale 722.65 496.40
Job work receipts 157.05 88.72
Scrap sales 340.56 250.24
Expart Incentives 82.65 45.33
Royalty 152.67 110.89
Others 43.16 72.84
Total revenue from operations 103,784.57 96,085.40

* Note: Revenue from Operations for the year ended March 31, 2017 includes excise duty, which is discontinued w.e.f. July 1, 2017 upon implementation of Goods and Services Tax
(GST) in India. In accordance with Ind AS 18, Revenue, GST is not included in Revenue from Operations. In view of the aforesaid restructuring of Indirect taxes, Revenue from

Operations for the year ended March 31, 2018 is not comparable with the previous year.

Revenue from operation net of Excise Duty 102,788.31 92,987.88
32 Otherincome
Rent Income
- from Investment properties 32.50 31.89
- from Others 9.56 8.79
Dividend Income from equity investments carried at cost 0.02 -
Dividend Income from investments mandatorily measured at fair value through profit or loss 0.01 *
Interest Income
- from financial assets measured at amortised cost 2.62 4.12
- Others 8.52 10.91
Unwinding of discount on security deposit 1.49 0.50
Net gain on sale of investments (Refer note below) 2.70 59.41
Government grants 151.21 117.31
Net foreign exchange gain - 537.80
Liabilities no longer required written back - 13.65
Miscellaneous income 177.47 152.91
Total Other income 386.10 937.29
Note: During the previous year, the Group sold 484,500 equity shares held in Varroc Elastomers Private Limited for a total consideration of Rs. 115.8 million.
33 Cost of materials consumed
Raw material at the beginning of the year 3,860.99 3,488.42
Add:- On account of business acquisition (refer note 58) 26.49 -
Add: Purchases 63,940.98 60,103.77
67,828.46 63,592.19
Less: Raw material at the end of the year 4,625.24 3,860.99
Total cost of materials consumed 63,203.22 59,731.20
34 Changes in Inventories of work-in-progress, stock-in-trade and finished goods
Opening balance
Work-in-progress 1,795.04 1,536.55
Finished goods 1,174.07 1,063.42
Stock-in-trade 83.00 100.54
Total opening balance 3,052.11 2,700.51
Add:- On account of business acquisition (refer note 58) 3.45 -
Closing balance
Work-in-progress 1,957.75 1,795.04
Finished goods 1,374.00 1,174.07
Stock-in-trade 24.12 83.00
Total closing balance 3,355.87 3,052.11
Total changes in inventories of work-in-progress, stock-in-trade and finished goods (300.31) {351.60)




Varroc Engineering Limited
Notes to the consolidated financial statements

(Rs. in Million)
I — For the year ended March
March 31, 2018 31,2017
' ___(Restated)
35 Employee benefit expense
Salaries, wages and bonus 10,374.59 9,656.98
Contributlon to Gratuity and other funds (Refer Note 42) 939.66 838.68
Staff welfare expenses 1,820.92 1,541.84
Total employee benefit expense 13,135.17 12,037.50
36 Depreciation and amortisation expense
Depreciation of property, plant and equipment 3,245.25 2,818.80
Depreciation on Investment properties 5.79 5.79
Amortisation of intangible assets 613.61 546.24
Total depreciation and amortisation expenses 3,864.65 3,370.83
37 Other expenses
Consumption of stores and spares and loose tools 1,274.53 1,200.61
Consumption of packing materials 1,196.39 1,033.08
Repairs to
Buildings 198.09 240.98
Machinery 761.72 767.52
Others 412.78 433.83
Telephone and communication expenses 130.99 130.55
Water and electricity charges 2,111.36 1,931.16
Rental charges {refer note 50 {b)} 338.33 271.73
Rates and taxes 183.46 134.98
Contract labour cost 3,727.12 2,838.85
Legal and professional fees 383.51 652.76
Net foreign exchange loss 253.90 -
Net loss on sale of property, plant & equipment 1.35 577
Travelling and conveyance 711.38 555.34
Insurance 146.14 138.44
Corporate social responsibility expenditure 31.65 25.50
Provision for doubtful loans, advances and debts (Net) 61.38 44.89
Sales promotion, marketing and advertisement cost 99.77 101.76
Research and development expenses 1,122.01 402.37
Freight and forwarding expenses 2,241.61 1,865.88
Warranties 364.76 291.38
Testing and Engineering services 54.70 230.75
IT related cost 801.70 757.83
Miscellaneous expenses 441.99 709.35
Total other expenses 17,050.62 14,765.31




Varroc Engineering Limited
Notes to the consolidated financial statements

(Rs. in Million)

For the year ended

For the year ended March

March 31, 2018 (:2;3::;)
38 Flnance costs (other than Imputed interest and changes In cash flow estimates on liabllity portion of CCPS)
Interest and finance charges on financlal liabillties not at fair value through profit or loss 722.28 760.71
Exchange differences regarded as an adjustment to borrowing costs 24.44 (11.84)
Other borrowing costs 114.98 113.49
Total finance costs 861.70 862.36

39

40

Exchange Rates”.

information for the year ended March 31, 2017.

The Group prepares Consolidated Financtal Statements at each year end by translating its foreign operations in accordance with IND AS 21 - "The Effects of Changes in Foreign

The Group, while preparing current period financial statements, has identified an inadvertent error in translation of one of its foreign subsidiary's operations for FY 2016-17.
In accordance with IND AS 8 Accounting Policles, Changes in Accounting, Estimates and Errors, the Company has corrected the above error by restating the comparative financial

March 31,
Financial Statements (extract) gl:lalr;h 3 :;::riiesi) 2017
(Restated)
Balance with Government Authorities 506.41 321.99 828.40
Trade Payables 15,002.40 59.62 | 15,062.02
Net Foreign Exchange Gain 265.13 272.67 537.80
- Translo
Foreign Currency Translation Reserve 54.90 (10.38) 4452

Income tax expense
(a) Income tax expense
Current tax
Current tax on profits for the year
Total current tax expense

Deferred tax
Decrease / {increase) in deferred tax assets
(Decrease) / increase in deferred tax liabilities
Total deferred tax expense/(benefit)

Income tax expense

Reconciliation of tax expense and the accounting profit multiplied by India’s tax rate:

Profit before tax & share of net profits of investments accounted for using equity method
Tax at the Indian tax rate of 34.608% (March 31, 2017— 34.608%)

Tax effect of amounts which are not deductible {taxable) in calculating taxable income:
Weighted deduction on research and development expenditure

Investment Allowance

Non taxable income

Non deductible expenses

Current tax expense of prior periods

Imputed interest and changes in cash flow estimates on liability portion of CCPS

Previously unrecognised tax losses used to reduce deferred tax expenses (Refer note below)
Other items

Difference in overseas tax rates

Following a significant improvement in business performance at one of the subsidiaries, the group reviewed previously unrecognised tax losses and determined that it was now
probable that taxable profits will be available against which the tax losses can be utlised. As a consequence, a deferred tax asset of INR 335.72 Million was recognised during current

year.

1,161.10 473.42
1,161.10 473.42
(899.68) (141.92)
356.49 {194.40
(543.19) _(336.32)
617.91 137.10
4,435.41 2,480.05
1,535.01 858.29
(101.24) (70.03)
(657.60) (389.30)
(45.54) (149.19)
310.13 280.33
. (99.40)
" 14.40
(335.72) =
143.99 (68.65)
(231.11) (239.35)
617.91 137.10
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Varroc Engineering Limited
Notes to the consolidated financial statements

Note 41 : Dues to micro and small enterprises
The Group has certain dues to suppliers registered under Micro, Small and Medium Enterprises Development Act, 2006 (‘MSMED Act’). The
disclosures pursuant to the said MSMED Act are as follows:

(Rs. in Million)
March 31, 2017
March 31, 2018 (Restated)

a) |Principal amount due to suppliers registered under the MSMED Act and remaining unpaid 17.97 17.18
as at year end

b) [Interest due to suppliers registered under the MSMED Act and remaining unpaid as at year 0.02 .
end

c) [Principal amounts paid to suppliers registered under the MSMED Act, beyond the 77.96 255.13
appointed day during the year

d) |Interest paid, other than under Section 16 of MSMED Act, to suppliers registered under - -
the MSMED Act, beyond the appointed day during the year

e) |interest paid, under Section 16 of MSMED Act, to suppliers registered under the MSMED - -
Act, beyond the appointed day during the year

f) |Interest due and payable towards suppliers registered under MSMED Act, for payments 0.84 0.57
already made

g) |Further interest remaining due and payable for earlier years 8.39 7.84

* Amount below rounding off norm adopted by the group




Varroc Engineering Limited
Notes to the consolldated financlal statements

Note 42 - Employee benefit obligation

A

(a)

(b)

(c)

Indian Entities

Defined contribution plans: {Rs. In Milllon)
The Group has certain defined contribution plans. Contributions are made to provident fund in India for employees at the rate of 12% of basic salary as per regulations. The
contributions are made to registered provident fund administered by the government. The obligation of the company is limited ta the amount contributed and it has nu
further contractual nor any constructlve obligation. The expunse recognised during the year towards defined cantributinn plan Ic as under:

For the year ended March 31,  For the year ended March 31, 2017

2018 (Restated)
(1) Contribution to Employees’ provident fund 78.67 76.91
(1) Contribution to Employees' family pension fund 62.14 58.03
Total : 140.81 134.94

Gratuity

The Group provides for gratuity for employees in India as per the Payment of Gratuity Act, 1972, Employees who are in continuous service for a period of 5 years are eligible
for gratuity. The amount of gratuity payable on retirement/termination is the employees last drawn basic salary plus Dearness Allowance per month computed
proportionately for 15 days salary multiplied for the number of years of service. The gratuity plan is a funded plan and the Company makes contributions to recognised funds
in India. The Company does not fully fund the liability and maintains a target level of funding to be maintained over a period of time based on estimations of expected
gratuity payments.

The amounts recognised in the balance sheet and the movements in the net defined benefit obligation over the year are as follows:

Particulars : Asat
March 31, 2018 March 31, 2017

(Restated)
Change in present value of benefit obligations
Liability at the beginning of the year 297.28 243.86
Service cost 60.81 40.63
Interest expense 20.34 18.37
Remeasurements - Actuarial (gains)/ losses {refer note (e) below) (27.83) 22.08
Benefits paid (29.74) (27.66)
Liability at the end of the year 320.86 297.28
Change in fair value of plan assets
Fair value of plan assets at the beginning of the year 262.72 . 217.73
Interest income 19.90 18.65
Remeasurements- Return on plan assets excluding amounts 0.23 (0.66)
recognised in interest income {refer note (e) below)
Contributions 57.07 55.87
Mortality Charges and Taxes {2.98) (1.21)
Benefits paid (29.75) (27.66)
Fair value of plan assets at the end of the year 307.19 262,72
The net liability disclosed above relates to funded plan is as follows:
Particulars As at March 31, 2018 As at March 31, 2017

(Restated)
Present value of funded obligations 320.86 297.28
Fair value of plan assets 307.19 262.72
Deficit of funded plan 13.67 34.56




Varroc Englneering Limited
Notes to the consolidated financial statements

Note 42 - Employee beneflt obligation

(d) Expenses to be recognized in the Statement of Profit and Loss under employee benefit expenses.

(Rs. in Million)
Particulars
For the year ended March 31,  For the year ended March 31, 2017
2018 (Restated)
Service cost 60.81 40.63
Net interest (income)/expense 0.44 (0.28)
Net gratuity cost 61.25 40.35

(e) Expenses to be recognized in statement of other comprehensive
income:
Particulars

For the year ended March 31,  For the year ended March 31, 2017

2018 (Restated)

Remeasurment
Experience (Gain)/ Losses on plan liabilities (6.22) 3.16
Financial {Gain)/ Losses on plan liabilities (21.61) 1.27
{Return) / loss on plan assets excluding amounts recognised In interest (income)/expenses - 0.37
Experience (Gain)/ Losses on plan assets {2.45) 0.18
{Gain)/loss from change in financial assumptions - 17.76
Financial(Gain)/ Losses on plan assets 2.22 =

(28.06) 22.74

(f)  Valuation in respect of gratuity has been carried out by independent actuary, as at the balance sheet date, based on the following assumptions:

Particulars As at March 31, 2018 As at March 31, 2017
(Restated)

Discount rate 7.90% 7.20%

Salary growth rate 7.00% 7.00%

Weighted average duration of defined benefit obligation 11.81 12.15

As per actuary report, the group assesses these assumptions with its projected long term plans of growth and prevalent industry standards. The discount rate is based on
government bonds.

Overseas Entities

C Pension Plans
The group operates defined benefit pension plans in Mexico, Germany and Italy under broadly similar regulatory frameworks. All of the plans are salary pension plans, which
provide benefits to members in the form of a guaranteed level of pension payable for life. The level of benefits provided depends on members length of services and their
salary in the final years leading up to retirement.
The group funds the liability as per legal requirements of respective countries. Plan assets are governed by local regulations and practice in each country, as is the nature of
the relationship between the group and the trustees {or equivalent) and their composition.

The amounts recognised in the balance sheet and the movements in the net defined benefit obligation over the year are as follows:

Particulars

March 31, 2018 March 31, 2017
(Restated)
(a) Change in present value of benefit obligations
Liability at the beginning of the year 845.04 903.34
Service cost 63.05 62.56
Interest expense 31.35 28.82
Remeasurements - Actuarial {gains)/ losses (refer note (e) below) 15.86 0.19
Benefits paid (18.55) (71.37)
Effect of Foreign exchange rate 117.56 (78.50)
Liability at the end of the year 1,054.31 845.04
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Notes to the consolidated financlal statements

Note 42 - Employee benefit obligation

(b) Change in falr value of plan assets {Rs. In Million)
Fair value of plan assets at the beginning of the year 395.08 432.62
Interest income 12,02 12.40
Transfer of assets - -
Remeasurements- Return on plan assets excluding amounts {6.96) (3.81)
recognised in interest income
Contributions 59.52 53.54
Benefits paid {12.03) (63.57)
Effect of Foreign exchange rate 64.04 (36.10)
Fair value of plan assets at the end of the year 511.67 395.08

(c} The net liability disclosed above relates to funded plan is as follows:

Particulars As at March 31, 2018 As at March 31, 2017
(Restated)

Present value of funded obligations 1,054.31 845.04

Fair value of plan assets 511.67 395.08

Deficit of funded plan 542,64 449.96

(d) Expenses to be recognized in the Statement of Profit and Loss under employee benefit expenses.
Particulars
For the year ended March 31, For the year ended March 31, 2017
2018 (Restated)
Service cost 63.05 62.56
Net interest (income)/expense 19.33 16.42
Net gratuity cost 82.38 78.98

(e)

Expenses to be recognized in statement of other comprehensive income:
Particulars

For the year ended March 31,

For the year ended March 31, 2017

2018 (Restated)

Remeasurment
Experience {Gain)/ Losses on plan liabilities 12,26 9.29
Financial (Gain)/ Losses on plan liabilities (8.11) 12.31
{Return} / loss on plan assets excluding amounts recognised in 6.46 2.74
interest {(income)/expenses
(Gain)/loss from change in demographic assumptions - (12.70)
Experience (Gain)/ Losses on plan assets 0.50 1.05
(Gain)/loss from change in financial assumptions 11,71 {2.97)

22,82 98.72

(f) Vvaluation in respect of above pension plan has been carried out by independent actuary, as at the balance sheet date, based on the following assumptions:
Particulars
March 31, 2018 March 31,2017
(Restated}
Discount rate 1.8%to 8% 2%1t07.2%
Salary growth rate 1%to 10.5% 2.75%to 7%
Weighted average duration of defined benefit obligation 7.56 to 20 12.15t0 22.07

The group assesses these assumptions with its projected long-term plans of growth and prevalent industry standards. The discount rate is based on the high-quality

corporate bonds.
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Note 42 - Employee beneflt obligation

1)

2)

Varroc Engineering Limited
Notes to the consolidated financlal statements

Quantitative sensitivity analysis for signiflcant assumptions are as follows:

Change In Assumption

Increase/{decrease) in present value of defined benefit obligation as

at the end of the year

(1) 1% increase In discount rate

(i) 1% decrease in discount rate

(iii) 1% increase in rate of salary escalation
(iv) 1% decreasing rate of salary escalation”

March 31, 2018

11.48%
12.65%
12.26%
10.64%

March 31, 2017
(Restated)

11.77%
14.20%
11.98%
10.43%

Sensitivity for significant actuarial assumptions is computed by varying one actuarial assumption used for the valuation of the defined benefit obligation by 1%, keeping all
other actuarial assumptions constant. When calculating the sensitivity of the defined benefit obligation to significant actuartal assumptions the same method(present value
of defined benefit obligation calculated with the projected unit credit method at the end of reporting year) has been applied while calculating the defined benefit liability
recognised in the balance sheet, The methods and types of assumptions used in preparing the sensitivity analysis did not change compared to the prior year.

Maturity profile of defined benefit obligation:

(Rs. in Million)

As at March 31, 2018 As at March 31, 2017
(Restated)
Within 1 year 31.20 25.49
1-2 year 31.35 28.04
2-3 year 45.58 31.36
3-4 year 56.33 48.38
4-5 year 69.69 53.16
5-10 years 546.42 455.49

RISK EXPOSURE AND ASSET LIABILITY MATCHING

Provision of a defined benefit scheme poses certain risks, some of which are detailed here under as companies take on uncertain long-term obligations to make future

benefit payments.
Liability Risks

Asset-Liability Mismatch Risk-

Risk which arises if there is a mismatch in the duration of the assets relative to the liabilities. By matching duration with the defined benefit liabilities, the company is
successfully abie to neutralize valuation swings caused by interest rate movements. Hence companies are encouraged to adopt asset-liability management.

Discount Rate Risk-

Variations in the discount rate used to compute the present value of the liabilities may seem small, but in practice can have a significant impact on the defined benefit

liabilities.

Future Salary Escalation and Inflation Risk -

Since price inflation and salary growth are linked economically, they are combined for disclosure purposes. Rising salaries will often resulting higher future defined benefit
payments resulting in a higher present value of liabilities especially unexpected salary increases provided at management's discretion may lead to uncertainties in estimating

this increasing risk.

Asset Risks

All plan assets related to Indian entities are maintained in a trust fund managed by a public sector insurer viz; LIC of India. LiC has a sovereign guarantee and has been
providing consistent and competitive returns over the years.
For overseas entities, the group has opted for a traditional fund wherein all assets are invested primarily in risk averse markets. The group has no control over the
management of funds but this option provides a high level of safety for the total corpus. A single account is maintained for both the investment and claim settlement and

hence 100% liquidity is ensured. Also interest rate and inflation risk are taken care of.
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Varroc Engineering Limited
Notes to the consolidated financial statements

Note 43 : Fair Value Measurement
Financial instruments by category
(Rs. in Million)

March 31, 2018 March 31, 2017
(Restated)
FVPL Fvoci Amortised FVPL Fvocl Amortised cost
cost
Financial assets
Investments

- Equity Instruments 0.14 - - 0.14 - -

- Mutual funds 30.32 - - - - -

- Government securities - - 0.06 - - 0.06
Loans - - 146.88 - - 124.88
Trade receivables - - 14,027.34 - - 11,382.85
Cash and bank balances - - 3,427.70 - - 3,678.70
Derlvative contracts 38.25 - - 39.17 - ) -
Unbilled receivables - - 2,567.77 - - 3,586.57
Other financial assets - - 184.69 - - 7.80
Total financial assets 68.71 - 20,354.44 39.31 - 18,780.86
Financial liabilities
Borrowings - - 11,990.18 - - 15,130.44
Derivative liabllities pending settlement . 48.80 - - 60.59 -
Security deposits - - 42.39 - - 34.67
Trade payables - - 19,793.79 - - 15,062.02
Acceptances - - 210.34 - - 434.92
Capital Creditors = - 1,468.60 - - 1,355.16
Employee benefits payable - - 1,782.36 - - 1,572.50
Other financial liabilities - - 244.27 - - 173.93
Total financial liabilities - 48.80 35,531.93 - 60.59 33,763.64

(i) Fair value hierarchy
This section explains the judgements and estimates made in determining the fair values of the financial instruments that are (a) recognised and measured at fair value and (b}
measured at amortised cost and for which fair values are disclosed in the financial statements. To provide an indication about the reliability of the inputs used in determining
fair value, the group has classified its financial instruments into the three levels prescribed under the accounting standard. An explanation of each level follows underneath
the table.

(Rs. in Million)

Financial assets and liabilities measured at fair value - recurring fair value measurements

Level 1 Level 2 Level 3 Total
at March 31, 2018
Financial Assets
Equity instruments - 0.14 - 0.14
Debt Instruments " s - &
Derivative contracts - 38.25 - 38.25
Investments - Mutual funds 30.32 - - 30.32
Total financial assets 30.32 38.39 - 68.71
Financial Liabilities .
Derivative liabilities pending settlement - 48.80 E 48.80
Total financial liabilities - 48.80 - 48.80
Assets and liabilities which are measured at amortised cost for which fair values are
disclosed At March 31, 2018 Level 1 Level 2 Level 3 Total
Financial Assets
Investments- Government securities 0.06 - - 0.06
Total financial assets 0.06 - - 0.06
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Note 43 : Fair Value Measurement
Financial instruments by category
{Rs. in Million)

Financial assets and liabilities measured at fair value - recurring falr value measurements Leveil Level 2 Lavels Total

At March 31, 2017 (Restated) EvE s €

IFinancial Assets

Equity Instruments ' - 0.14 - 0.14
Derivative contracts - 39.17 - 39.17
Total financial assets - 39.31 - 39.31
Financial Liabilities -
Derivative liabllities pending settlement - 60.59 - 60.59
Total financial liabilities - 60.59 - 60.59
Assets and liabilities which are measured at amortised cost for which fair values are o Lavela Leiels Total
disclosed At March 31, 2017 (Restated) Y N €

Financial Assets

Investments- Government securities 0.06 - - 0.06
Total financial assets 0.06 - - 0.06
Commentary

Level 1: Level 1 hierarchy includes financial instruments measured using quoted prices. This includes mutual funds that have quoted price. The mutual funds are valued using
the closing NAV. )
Level 2: The fair value of financial instruments that are not traded in an active market are determined using valuation techniques which maximize the use of observable
market data and rely as little as possible on entity-specific estimates. If all significant inputs required to fair value an instrument are observable, the instrument is Included in
level 2.
Level 3: If one or more of the significant inputs is not based on observable market data, the instrument is included in level 3.
(i) Valuation technique used to determine fair value
The following methods and assumptions were used to estimate the fair value of the level 2 financial instruments included in the above tables:
- the fair value of interest rate swaps is calculated as the present value of the estimated future cash flows based on observable yield curves.
- the fair value of forward foreign exchange contracts and principal swap is determined using forward exchange rates at the balance sheet date.
- the fair value of foreign currency option contracts is determined using the Black Scholes valuation model.

Commentary

The carrying amounts of trade receivables, loans, trade payables, cash and cash equivalents, security deposits, other financial assets, borrowings, other financial liabilities,
acceptances are considered to be the same as their fair values, due to their short-term nature. The fair value of non-current financial assets and non-current liabilities also
approximates its carrying value.

For financial assets and liabilities that are measured at fair value, the carrying amounts are equal to the fair values.
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Note 44 : Financial risk management

Al

aa

The group activities expose it to a variety of financial risks: market risk, credit risk and liquidity risk. The group primary focus is to
foresee the unpredictability of financial markets and seek to minimize potential adverse effects on its financial performance. The
primary market risk to the group is foreign exchange risk. The group uses derivative financial instruments - foreign currency
forward contracts to mitigate foreign exchange related risk exposures. The group exposure to credit risk, excluding receivables
from related parties, is influenced mainly by the individual characteristic of each customer and the concentration of risk from the
top few customers. The demographics of the customer including the default risk of the industry and country in which the customer
operates also has an influence on credit risk assessment.

Market Risk

a] Foreign currency risk

The group operates internationally and portion of the business is transacted in several currencies and consequently the group is
exposed to foreign exchange risk through its sale and purchase of goods and services in the North America and Europe and
elsewhere, and borrowings in various foreign currencies. The exchange rate between the rupee and foreign currencies has
changed substantially in recent years and may fluctuate .substantially in the future. Consequently, the results of the group
operations are affected positively/adversely as the rupee appreciates /depreciates against these currencies. The group evaluates
exchange rate exposure arising from these transactions and enters into foreign exchange forward contracts, interest and principle
swaps and options to mitigate the risk of changes in exchange rates on foreign currency exposures. The group follows established
risk management policies, to hedge forecasted cash flows denominated in foreign currency. The group has designated certain
derivative instruments as cash flow hedges to mitigate the foreign exchange exposure of forecasted highly probable cash flows.

The group exposure to foreign currency risk as of March 31, 2018 expressed in INR, is as follows: (Rs. in Million)
March 31, 2018
usb EURO JPY Other Total
currencies
INR Value
Financial assets
Trade receivables 426.91 4,142.21 - 36.40 4,605.52
Other assets 161.07 5,460.42 9.27 20.30 5,651.06
Financial liabilities
Borrowings 1,169.24 5,865.17 112.81 - 7,147.22
Trade payables 585.66 9,512.02 61.31 629.79 10,788.78
Other liabilities 28.43 1,107.61 - 220.52 1,356.56
Net assets / (liabilities) (1,195.35) (6,882.17) (164.85) (793.61) (9,035.98)
The group exposure to foreign currency risk as of March 31, 2017 (Restated) expressed in INR, is as (Rs. in Million)
follows:
March 31, 2017
(Restated)
“ usb EURO JPY Other Total
% A\ currencies
\ 25 ) INR Value
Financial assets S q? =
Trade receivables \ ‘«‘..';/b p &) / 472.08 2,522.93 0.37 0.14 2,995.52
Interest receivable 7 il M - 67.25 - - 67.25
Other assets L T 74.02 3,864.74 4.04 1.10 3,943.90
Financial liabilities
Borrowings 1,440.85 5,727.93 134.51 = 7,303.29
287.07 4,389.66 37.38 102.41 4,816.52
\ 186.34 1,170.76 40.32 271.67 1,669.09

| (1,368.16) _(4,833.43 (207.80) (372.84) (6,782.23
]
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Sensitivity

For the year ended March 31, 2018 and March 31, 2017, every percentage point appreciation/depreciation in the exchange rate
between the Indian rupee and U.S. Dollar has affected the Group's incremental operating margins by approximately Rs. 11.95
Million and Rs. 13.68 Million respectively, and Euro by approximately Rs. 68.82 Million and Rs. 48.33 Million, respectively.
Sensitivity analysis is computed based on the changes in the income and expenses in foreign currency upon conversion into
functional currency, due to exchange rate fluctuations between the previous reporting period and the current reporting period.

b} Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of change in
market interest rates. The Group’s exposure to the risk of changes in market interest rates relates primarily to the Group’s long
term debt obligations with floating interest rates.

Interest rate sensitivity

The sensitivity analysis below have been determined based on exposure to interest rate. For floating rate liabilities, analysis is
prepared assuming the amount of liability outstanding at the end of the reporting period was outstanding for the whole year. With
all other variables held constant, the group profit before tax is affected through the impact on floating rate borrowings, as follows:

(Rs. in Million)
For the year ended Currency Increase/ Effect on Variable rate Cash
decrease in | profit before | Credit and Term loans
basis points tax balances
March 31, 2018 INR +100 (61.52) 6,152.09
March 31, 2018 INR -100 61.52 6,152.09
March 31, 2017 INR +100 (108.20) 10,818.90
March 31, 2017 INR -100 108.20 10,818.90

Credit Risk Management

Credit risk arises when a customer or counterparty does not meet its obligations under a financial instrument or customer
contract, leading to a financial loss. The group is exposed to credit risk from its operating activities (primarily trade receivables)
and from its financing/ investing activities, including deposits with banks. The group has 7 to 11 major clients which represents
71.2% receivables as on 31st March, 2018. The company is receiving payments from these parties within due dates. Hence, the
group has no significant credit risk related to these parties.

Trade receivables

Customer credit risk is managed by the group established policy, procedures and control relating to customer credit risk
management.

Further, group customers includes marquee OEMs and Tier | companies, having long standing relationship with the group.
Outstanding customer receivables are regulfarly monitored and reconciled. As at March 31, 2018, receivable from the Group's top
11 (March 31, 2017 7) customers accounted for approximately 71.2%, (March 31, 2017: 80%) of all the receivables outstanding.
An impairment analysis is performed at each reporting date on an individual basis based on historical data. The maximum
exposure to credit risk at the reporting date is the carrying value of trade receivables disclosed in Note 13. The group does not
hold collateral as security. The group evaluates the concentration of risk with respect to trade receivables as low, as its customers
are located in several jurisdictions and industries and operate in largely independent markets.
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Note 44 Financial risk management
C] Liquidity risk

Liquidity risk is defined as the risk that the Company will not be able to settle or meet its obligations on time or at a
reasonable price. The Group’s corporate treasury department is responsible for liquidity and funding as well as settlement
management. In addition, processes and policies related to such risks are overseen by senior management. Management
monitors the Group’s net liquidity position through rolling forecasts on the basis of expected cash flows. As of March 31, 2018,
cash and cash equivalents are held with major banks.

Maturities of financial liabilities

The table below summarises the maturity profile of the company’s financial liabilities based on contractual payments.

(Rs. in Million)
March 31, 2018 On demand < 1year 1to 5 years > 5 years
Non- derivative
Borrowings 148.73 5,479.99 6,361.46 -
Contractual Obligation Of Interest - 322.49 418.21 0.09
Trade Payables - 19,793.79 - -
Acceptances - 210.34 2 -
Other financial liabilities 36.75 3,378.06 123.17 -
Derivative liabilities pending settlement - 48.80 - -
March 31, 2017 (Restated) On demand < 1year 1to 5 years > 5 years
Non- derivative
Borrowings 447.06 7,130.67 7,552.71 -
Trade Payables - 15,062.02 - -
Acceptances - 434.92 = °
Other financial liabilities 29.51 3,015.58 92.01 -
Derivative liabilities pending settlement - 60.59 - -

- The amount disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal their
carrying balances as the impact of discounting is not significant.
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Note 45 - Capital Management

(a) Risk management
The group's capital comprises equity share caplital, preference share capital, security premium, retained earnings and other equity attributable to
shareholders.

The group's objectives when managing capital are to:

- Safeguard their ability to continue as a going concern, so that they can continue to provide returns for shareholders and for other stakeholders,
and

- Maintain an optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure, the group may adjust the amount of dividends paid to shareholders, return capital to
shareholders or issue new shares .

The group monitors capital gearing ratio, which is net debt divided by total capital. Net debt comprises of long term and short term borrowings less
cash and cash equivalents and other bank balances, equity includes equity share capital, preference share capital and reserves that are managed as
capital. The gearing at the end of the reporting period was as follows.

The group's strategy is to maintain a gearing ratio of 1:1
{Rs. in Million)

As at March 31, 2017

As at March 31, 2018 (Restated)
Net debt 8,700.81 11,589.90
Total Equity 28,280.05 21,853.75
Net debt to equity ratio 0.31 0.53

*Total equity does not include share of non controlling interest.
No changes were made in the objectives, policies or processes for managing capital of the company during the year.

(i)Loan covenant

The group capital management aims to ensure that it meets financial covenants attached to the interest-bearing loans and borrowings that define
capital structure requirements. There are no financial covenants of any interest-bearing loans and borrowing which are based on the Group's

consolidated financials.

(b) Dividends

(i) Equity Shares

March 31, 2018

(Rs. in Million)

March 31, 2017
(Restated)
(Rs. in Million)

Interim dividend for the year ended March 31, 2018 of Rs. 0.50 per fully paid share of Re.1 each 61.56 37.04
(March 31, 2017 of Rs. 3.5 per fully paid share of Rs. 10 each) (Refer note 18 (g))
(ii) Dividend Distribution tax 12.52 8.87




Note 46: Impact of hedging activities

(a) Disclosure of effects of hedge accounting on financial position

March 31, 2018

Varroc Engineering Limited
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(Rs. in Million)
Carryi dgi
Type of hedge and risks Nominal value arrymg.amount of hedging o Change in the value of
instrument . Changes in fair .
X Hedge | Weighted average . hedged item used as the
Maturity date . b . value of hedging . .
ratio strike price/rate - ¢ basis for recognising hedge
Assets Liabilities Assets Liabilities msyrumen sHfettiveriass
Cash flow hedge
Principle and interest rate swaps 473.75 42.10 |June 4, 2018 - March 4, 2021 1:1 Rs.68.75 10.01 -10.01
Principle and interest rate swaps 146.71 6.49 |August 18, 2018 - May 20, 2021 1:1 Rs.66.60 2.01 -2.01
March 31, 2017 (Restated) (Rs. in Million)
; Carrying amount of hedgin P
Type of hedge and risks Nominal value e i Changes in fair Change in the value of
instrument i Hedge | Weighted average A hedged item used as the
Maturity date ks h N value of hedging A o
ratio strike price/rate instrument basis for recognising hedge
Assets Liabilities Assets Liabilities effectiveness
Cash flow hedge
Principle and interest rate swaps 472.87 52.11|June 4, 2018 - March 4, 2021 1:1 Rs. 68.75 (13.31) 13.31
Principle and interest rate swaps 146.40 8.50|August 18, 2018 - May 20, 2021 1:1 Rs. 66.60 (8.50) 8.50
Movement in cash flow hedging reserve (Rs. in Million)
As at March 31, As at March 31,
2018 2017
(Restated)

Cash flow hedge
Balance at the beginning of the period/year (8.94) (9.30)
Gain/Loss on changes in fair value of hedging instrument 12.02 (21.81)
Income tax relating to gains/loss reclassified to profit and loss (4.20) 7.56
Reclassification to Statement of Profit and Loss (1.14) 14.61
Balance at the end of the period/year (2.26) (8.94)




Note

Notes to the

47: Segment information

LT

Operating segments are reported In 3 manner consistent with the Internal reporting provided to the Chief Oparating Decision Maker {CODM), which Is the Board of Directors,

The group has disclosed business segment as the primary seg The g canslsts of the b products of auto parts for t lers, thr heelers and four-wh. s and rolated design,
development and engineering activitles and other servicos, Others primarlly includes forging components for off road vehicles and componants for mining and oil drilling Industry.
(a) Primary segment: Busl segments (Rs. In Million)
For the year ended March 31, 2018 For the year endad March 31, 2017
118 Restate:
No Particulars
Automotive Others Total Automotive Others Total
Segment revenue

1 |Revenue from operatlons (external) 101,034.49 2,750.08 103,784.57 94,274.50 1,810.90 96,085.40
Total revenue 101,034.45 2,750.08 103,784.57 94,274.50 1,810,980 96,085.40

2 |Segment results befare other Income, 5,072.17 92.74 5,164,91 2,527.88 (81.186) 2,446.72
finance cost and tax

3(i) |Other income (Net of unallocated expense) 132.20 937.29
3(l) |Finance costs 861,70 903.96
Profit before tax and exceptional item 4,435.41 2,480.05
3(lii) | Exceptional items - -
3(lv) [Share of net profit of assoctates and joint ventures accounted for using the equity method 690.27 791.88

4 |Profit before tax 5,125.68 3,271.93

5 |Tax expenses Including deferred tax 617.91 137.10

& |Profit after tax but before non controlling Interest 4,507.77 3,134.83

7 |Non controlling interest @ 5.19 3.83

8 |Profit after tax 4,502,58 3,131.00

As at March 31, 2018 As at March 31, 2017 (Restated)

9 assets 60,211.73 2,606.24 62,817.97 52,931.18 2,015.80 $4,946.98
|Unallocable assets 5,705.95 3,656.81
Total Assets 68,523.92 58,603.79

10 |Segment liabilities 26,299.28 979.28 27,278.56 20,553.50 692.09 21,245.59
Unallocated segment liablities 12,757.65 15,302.87
Total Liabilitles 40,036.21 36,548.46

11 |Other Information
Cost to acquire fixed assets (Incl| g on of b 6,397.62 6,716.58
Depreciation and amortization 3,864.65 3,370.83
{b) dary - Geogray
revenue by geographical area based on geographical location of customers:
Sr. N For the year ended March 31, 2017
o Particulars For the year ended March 31, 2018 (Restated)
|Revenue within :

1 |[india 36,024.48 31,434.32

2 |Asia Pacific 726.72 577.37

3 |Europe 43,426.47 35,132,60

4 |North America 23,102.16 28,477.88

5 |Others 504.74 463.23
Total 103‘784.57 BE‘MSJIO

Carrying amount of segment assets
3 As at March 31, 2017
:L Purticnilars As at March 31, 2018 B i

1 |India 24,996.08 21,822.83

2 |Asia Pacific 597.70 35131

3 |Europe 26,615.88 14,608.96

4 |North America 10,193.39 18,055.70

5 |Others 414.52 108.18
Total 62,817.97 54,946.98

S —— —

Considering its long-term strategy and internal reporting, the Group now considers the United States of America, Canada and Mexico as one geographical component viz., North America. The Group has accordingly restated the segment
information for the earlier years.
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Note 48 - Interests in Subsidiaries

(a) Subsidiaries

The subsidiaries at March 31, 2018 are set out below. Unless otherwise stated, they have share capital consisting solely of equity shares that are
held directly by the company, and the proportion of ownership interests held equals the voting rights held by the company. The country of
incorporation or registration is also their principal place of business.

{Rs. in Million)

Name of entity

Place of business/

Ownership interest held by the

Ownership interest held by non-

country of group controlling interests
incorporation
31-Mar-18 31-Mar-17 31-Mar-18 31-Mar-17
Direct subsidiaries
Varroc Polymers Private Limited India 100% 100% - -
Durovalves India Private Limited India 72:78% 72.78% 27.22% 27.22%
Varroc Lighting Systems (India) Private Limited India 100% 100% - -
Varroc European Holding B.V. Netherlands 100% 100% - -
Aries Mentor Holding B.V. Netherlands 100% 100% - -
Varroc Corp Holding B.V. Netherlands 100% 100% - -
Varroc Japan Co. Limited Japan 100% 100% - -
Step down subsidiaries

Team Concepts Private Limited (Refer Note 58) India 90% - 10% -
Industrial Meccanica E Stampaggio S.p.a. Italy 100% 100% . -
TRL.O.M., S.p.A. Italy 80% 80% 20% 20%
TRI.O.M., Vietnam Co. Ltd. Vietnam 80% 80% 20% 20%
Electromures SA Romania 80% 80% 20% 20%
TRI.O.M. Mexico SA De. C.V. Mexico 80% 80% 20% 20%
Varroc Lighting Systems SRO Czech Republic 100% 99.99% = -
Varroc Lighting Systems Inc. USA 100% 99.99% - -
Varroc Lighting Systems GmBH. Germany 100% 99.99% - -
Varroc Lighting Systems S.de.R.L. De. C.V. Mexico 100% 100% - -
Varroc Lighting Systems S.A., Morocco Morocco 99.87% - 0.13% -
Varroc Do Brasil Comércio, Importagdo E Exportacdo De |Brazil 100% = = -
Mdquinas, Equipamento E Pegas Ltda.
Varroc Lighting Systems sp. Z o.0. Poland 100% = # =

Principal activities

All the group companies are primarily engaged in the business of auto components and services in the automotive industry to Indian and global

customers.
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Note 48 B : Additional Information as on March 31, 2018 required by Schedule 1t

(s, In Millions)
Net assets Share In profit or {loss) Share in other comprehensive  [Share In total comprehensive Income
(Total assets minus total llabllities) Income
Sr. no.[Name of the entity In the group as % of Amount as % of Amount as % of Amount as%of Amount
consolidated consolldated consolldated other consolldated total
net assets profit or loss comprehensive comprehensive
income Income
Parent
Varroc Engincering Private Limited 35.51% 10,115.47 15.49%| 698,30 0.88%| 17.50 11.00% 715.80
Indian Subsldiarles
1 |Varroc Polymers Private Limited 16.16% 4,603,20 9.84%)| 443.46 0.47% 9.36 6.96%| 452.82
2 |Durovalves India Private Limited 2.60% 739.63 0.40%) 17.95 0.09% 178 0.30%| 19.73
3 |Varroc Lighting Systems {Indla) Private Limited 1.60% 45711 0.72% 32.45 -0.18%| (3.61) 0.44% 28,84
4 |Team Concepts Private Limited 0.73% 208.96 0.54%| 24.49 -0.01% {0.14) 0.37%| 2435
Foreign Subslidiaries
1 |VarrocCorp Halding B.V. 12.31% 3,505.61 4.24% 191.09 0.00% - 2.94% 191,09
2 |Varroc Lighting Systems S.R.0. 44.79% 12,758.96 38.00%| 1,713.06 0.00%| - 26.33% 1,713.06
3 |Varroc Lighting Systems S.de.R.L.de.C.V, -1.79%| (508.82) 3.39%) 152.80 0.83% 16.57 2.60% 169.37
4 |Varroc Lighting Systems INC 11.11% 3,164.39 18.77%| 846.15 0.00%| . 13.01% 846,15
S |Varroc Lighting Systems GmBH -0.47%| (132.74) 1.24% 56.00 ~2.11%| {42.08), 0.21% 13.92
6 |Varroc Lighting Systems S.A., Morocco -0.05%) {13.51) ~1.27%)| {57.14) 0.00%| - -0,B8% {57.14)
7 |VARROC DO BRASIL COMERCIO, IMPORTAGAO E 0.94% 267.56 -0.59% {26,70) 0.00% - -0.41% {26.70)
EXPORTAGAO DE MAQUINAS, EQUIPAMENTO E PEGAS
LTDA.
8 |Varroc Lighting Systems sp. Z 0.0, ~0,04% {10.80)| -0.23%| {10.28) 0.00% - -0.16%| (10.28)
9  [Varroc Japan Co. Ltd 0.01%] 1.84 0.04%| 174 0.00% - 0.03%| 174
10 |Varroe European Holding B.V. <2.92%! (830.85) -0.39%) {17.48) 0.00% - -0.27% (17.48)
11 |industria Meccanica e Stampagglo S.p.A. -0.34% {97.76) 0.23%) 10,24 0.12%) 233 0.19% 12,63
12 |Aries Mentor Holding BV 1.47% 417.88 -0.25% (11.40) 0.00% - -0.18% (11.40)
13 |TRLO.M. S.p.A, 2.59%| 737.41 0.30% 13.69 0.00% - 0.21% 13.69
14 |Electromures SA, 0.70% 200.32 0.38% 17.30 0.00% - 0.27%) 17.30
15 |Triom Vietnam Company Limited 0.46%] 13216 0.14%| 6.33 0.00%] - 0.10%| 6.33
16 |Triom Mexico SA DE CV 0.00% 0.04 0.00%| - 0.00% - 0.00% ¥
Jolnt Venture
as per equity hod)
1 |Varroc TYC Corporation, BVI 12.21% 3,477.10 14.93% 672.91 0.00% - 1034% 672.91
2 |Nuova CTS S.rl 0.31% 87.86 0.35% 17.37 0.00% - 0.27% 17.37
Non-c ling In subsidiaries 0.73%] 207.67 0.12%] 5.19 0.02%| 0.48 0.09%| 5.67
Subtotal 139% 39,488.69 106%) 4,797.52 0.11%| 2.25 73.77% 4,799.77
Adj arising out of ¢ lidatl -38.62% (11,000.97) -6.43% {289.75) 99.89% 1,996.03 26.23% 1,706.28
Total 100%] 28,487.72 100.00%| 4,507.77 100.00% 1,998.28 100.00% 6,506.05

co Charteray
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Note 48 C: Additional Information pursuant to para 2 of general instructions for the preparation of consolidated financial statements

For the year ended March 31, 2017 (Restated) (Na. I Million)
Net assets Share In profit or loss Share in other comprehensive Share In total comprehensive
Income tncome
Sr. no.|Name of the entity In the group as % of Amount as % of Amount  |as % of consolidated| Amount  |as % of consolidated| Amount
consolidated consolidated other total comprehensive|
net assets profit or loss comprehensive income
income
Parent
Varroc Engineering Limited 42.95% 9,472.42 13.40%! 420.04 2.58% (22.23) 17.50% 397.81
Indian Subsidiarles
1 |Varroc Polymers Private Limited 36.43% 8,035.40 9.19% 288.20 -102.54% 883.78 51.56% 1,171.98
2 |Durovalves India Private Limited 3.26% 719.91 0.44% 13.72 0.27% (2.36) 0.50% 11.36
3 |Varroc Lighting Systems (India) Private Limited 1.94% 428.27 5.96% 186.68 0.27% (2.29) 8.11% 184.38
Foreign Subsidiaries
1 |VarrocCorp Holding B.V. 12.85% 2,833.63 6.84% 214.49 0.00%! - 9.44% 214.49
2 |Varroc Lighting Systems S.R.O. 39.75% 8,766.06 72.65% 2,277.,52 0.00% - 100.20%! 2,277.52
3 |Varroc Lighting Systems S.de.R.L.de.C.V. -4.26% {(939.98) -17.51% (548.80) -0.58% 5.00 ~23.92% -543.80
4 |Varroc Lighting Systems INC 10.49% 2,313.78 -12.02% (376.67) 0.00% - -16.57% -376.67
5 [Varroc Lighting Systems GmBH -0.57% {126.53) 1.16% 36.37 -0.78% 6.71 1.90% 43.08
6 |Varroc European Holding B.V. -3.16% (697.06) -11.17% (350.06) 0.00% - -15.40% -350.06
7 |Industria Meccanica e Stampaggio S.p.A. 0.60% 132.22 -6.63%) {207.84) 1.91% (16.45) -9.87% -224.29
8 |Aries Mentor Holding BV 1.67% 368.84 -0.73% (22.76) 0.00% - -1.00% -22.76
9 |TRLO.M. S.p.A. 2.81%| 620.41 0.17% 5.23 0.58% (5.00) 0.01% 0.23
10 [Electromures SA, 0.72% 159.85 0.11% 3.32 0.00% - 0.15% 3.32
11 |Triom Vietnam Company Limited 0.57% 124.68 0.25% 7.74 0.00% - 0.34% 7.74
12 |Triom Mexico SA DE CV 0.00% 0.03 0.00% - 0.00% - 0.00% -
13 |Esex Forging s.r.l. (under liquidation) 0.00% - 0.39%) 12,11 0.00%) - 0.53% 1211
14 |Varroc Japan Limited 0.01% 2.12 0.07%| 2.15 0.00% - 0.09% 215
Joint Venture
(Investment as per equity method)
1 |Varroc TYC Corporation, BVI 12.9% 2,842.91 24.89% 780.40 0.00% - 34.33% 780.40
2 |Nuova CTSS.r.l 0.4% 84.16 0.06%)| 1.74 0.00% - 0.08% 1.74
3 |Varroc Elastomers Private Limited 0.0%: - 0.31%| 9.71 0.00% - 0.43% 9.71
Non-controlling interests in subsidiaries 0.91% 201.60 0.12% 3.83 -0.07% 0.64 0.20% 4.47
Subtotal 160.25% 35,342.72 87.95% 2,757.12 -98.37% 847.80 158.60% 3,604.92
Adjustment arising out of consolidation -60.25% (13,287.38) 12.05%! 377.71 198.37% (1,709.65) -58.60% (1,331.94)
Total 100.00% 22,055.34 100.00% 3,134.83 100.00% (861.85) 100.00% 2,272.98
g -
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Note 49: Related Party Disclosure.
a. Related partlos and thalr relationships

t Joint Ventures

2 Key Management Personnel

Varroc Englneering Limited
Notas ta the consolidated financlal statament

Nuova CTS S.r.l, Italy
Varroc TYC Corporation, British Virgin Islands

Varroc TYC Auto Lamps Co. Ltd,, China (Subsldiary of Varroc TYC Corporatlon, BVI)
Varroc TYC Auto Lamps Co, Ltd. €Q, China {Substdlary of Varroc TYC Auto Lamps Co

Ltd China )

Varroc Elostomars Prlvate Limited (w,e.l, December 1, 2014 until March 15, 2017)

Mr, Tarang Jain - Manoging Director

Whole Timae Directors
Mr. Arjun Jain {until February 06, 2018)

. Mr. Ashwanl Maheshwari
Non-executive Directors
Mr. Narash Chandra (w.e.f. May 11, 1988)
Mr. Gautom Khandelwal {(w.e.l. July 20, 2017}
Mr. Padmanabh Sinha (w.e.f. March 27, 2014)
Mr. L.S, Miniyar {until July 10, 2017)
Independent Directors
Mr. Gautam Khandelwal (w.e.(. July 20, 2017)
Mr. Marc S2ulewlcz {(w.c.l. July 20, 2017)
Mrs. Vijaya Sampath {w.e.{. July 20, 2017)
Mr, Vinish Kathuria (w.e.f. February 06, 2018)
3 Relatives of Key Management Personnel Mrs, Suman Jain
with whom transactlons have taken place Mrs. Rochana Jain
Mr, Arjun Jain {w.e.l. February 07, 2018)
Mr. Dhruy Jain
4 Enterprises Owned or by key Endurance Technologles LimlIted
and/or thelr relatives with whom transactlons have taken place Tarang Jaln {(HUF)
Varroc TradIng Private Limited. (Until October 20, 2016)
TJ Holdings Trust
Naresh Chandra HoldIngs Trust
Suman Jaln HoldIngs Trust
b. Transactions with related parties (Rs. in Million)
Volume of transactions
Descriptlon of the nature of transations For the year ended | Forthe year ended As at March 31, 2018 As at March 31, 2017
March 31, 2018 March 31, 2017 {Restated) |
[Restated) | Receivable | Payable | Receivable | Payable |
A] |Sale of goods, services and fixed assets®
Endurance Technologies Limited 91.35 63.92 8.11 375 -
Warroc TYC Auta Lamps Co. Limited 45.46 34.54 74,12 6231
Varroc Elastomers Private Limited . e -
Nuova CTS S.r.l 297 . 0.23 = =
Tarang Jaln {refer note below) 83.00 - - -
B] |Purchase of goods, services and fixed assets *
Varrac Elastomers Private Limited - 184.88 . . - 1294
Nuova CTS 5.r.l 14239 80.03 . 25.12 . 18.02
Varroc TYC Auto Lamps Co. Limited, 6.96 2.81 0.48 - 4,36
C] | Royalty received
Varroc TYC Auto Lamps Co, Limited, 153.63 110.89 70,50 - - -
D] |Professional charges {._gom 1816M
Mr. Naresh Chandra 0.57 0.57 - . - .
Mr. Gautam Khandelwal {(w.e.f. July 20, 2017) 2,70 . 2,70 - B
Me, Marc Szulewicz (w.e.f, July 20, 2017) 3.70 370 - -
Mrs. Vijaya Sampath {w.e.f. July 20, 2017} 2.90 - 2,50 - -
Mr, Vinish Kathuria (w.e.f. February 06, 2018} 0.68 . 0.68 - -
€] [Management consultancy fees received
Varroc Elastomers Private Limited. 15.75 . - e &
F] |Interest paid
Nuova CTS S.r.l 0.22 244 - 2.06
G] | Birectors fees paid
Mr. Naresh Chandra 0.21 0.21 - 2
Mr. Gautam Khandelwal 0.80 0.10 - - =
Mr. Marc Szulewicz 0.30
Mrs. Vijaya Sampath 0.60
Mr. Vinish Kathuria (w.e.f. February 06, 2018) 0.20
H] | Reimburesement of Initial Public Offer ex, Receivable]
Mr. Tarang Jain 12.94 12.94
1] |Dividend paid
Mr. Tarang Jain 25.40 24.20 - - -
Mr. Naresh Chandra - 5.40 = ¥ &
Mrs. Suman Jain - 4.04 - - -
Mr, Arjun Jain L - - - .
Mr, Dhruv Jain b - - - -
TJ Holdings Trust 16.93 - - + -
Naresh Chandra Holdings Trust 5.00 - - - =
Suman Jain Holdings Trust 5.00 - - - .
1] |Managerial remuneration #
Mr, Tarang jain 76.92 65.87 - - =
Mr, Arjun Jain - (until February 6, 2018) 4,64 4.80 - . -
Mr. Ashwani Maheshwari 14.74 13.32 -
K] | Remuneration #
Mr. Arjun Jain {w.e.f. February 7, 2018) 0.96 - - - -
Mrs. Rochana Jain 7.93 6.56 - . =
L] |Loan taken/repaid net
Nuova CTS S.r.l 7.42 - - - 6.86
M]|Dividend received
Varroc Elastomers Private Limited, - 2,66
Varroc TYC Auto Lamps Co. Limited. 243.87 199.69 - - 8 =
Nuova CTS S.r.l 7.5¢ - » - = *
N] | Reimbursement of expenses - received
- Varroc TYC Auto Lamps Co. Limited. - 5.38 . - =

S

&

# guity and ¢ arec for all the in aggregate, the amount relating to the key managerial cannot be |
NofE. R4present sale proceeds of sale of property with a book value of Rs. 82.69 Million,

D |12 year ended March 31, 2017 the company has issued 852,352 Series B CCPS and 1,168,377 Series C CCPS as bonus shares to key managerial personnel and ti
ently during the current year Series B CCPS have been converted into equity shares based on the terms of the agreement, refer note 18.

\9"& e values inclusive of taxes if any.
* sniunt below rounding off norm adopted by the Company.
g




Varroc Engineering Limited
Notes to the consolidated financial statement

Note 50 : Capital and other Commitments

(a) Capital commitments

Capital expenditure contracted for at the end of the reporting period but not recognised as liabilities is as follows:

(Rs. in Million)
As at March 31, 2018 As at March 31, 2017
(Restated)
Estimated amount of contract remaining to be executed on 3,717.59 1,457.43

capital account and not provided for { Net of advances )

(b) Rental expense relating to operating leases

(Rs. in Million)

Year ended March 31,
2018

Year ended March 31,
2017
(Restated)

Minimum lease payments
Total rental expense relating to operating leases

338.33
338.33

271.73
271.73




Varroc Engineering Limited

Notes to the consolidated financial statement

Note 51 - Earnings per shares

Year ended March 31, | Year ended March 31,
2018 2017
(Restated)
Earnings per share (EPS)
Basic
Profit after tax attributable to equity shareholders (Rs. in Million) 4,502.58 3,131.00
Less : Dividend on compulsory convertible preference shares* - -
Profit attributable to equity shareholders (Rs. in Million) (A) 4,502.58 3,131.00
Weighted average number of shares outstanding (without considering impact of shares 10,925,028
split)**
Weighted average number of shares outstanding (after considering impact 134,811,530 109,250,280
of shares split) (B) Refer note 18 (g)
Basic EPS {Amount in Rs.) (A/B) 33.40 28.66
Diluted
Profit attributable to equity shareholders (Rs. in Million) 4,502.58 3,131.00
Add/(Less): Imputed interest and changes in cash flow estimates on liability portion of CCPS - 41.60
(Rs. in Million)
Profit attributable to equity shareholders (Rs. in Million) (C) 4,502,58 3,172.60
Weighted average number of equity shares used as the denominator in 134,811,530 109,250,280
calculating basic earnings per share
Add: Weighted average number of potential equity shares on account of compulsorily - 3,643,700
convertible preference shares
Weighted average number of equity shares and potential equity shares used as the 134,811,530 112,893,980
denominator in calculating diluted earnings per share (D)
Diluted EPS {Amount in Rs.) (C/D) 33.40 28.10
Basic earnings per share (Amount in Rs.) 33.40 28.66
Diluted earnings per share (Amount in Rs.) 33.40 28.10

* Amount below rounding off norm adopted by the Group.

**Note : During the year, face value per Equity Share and Preference Share have been sub divided from Rs. 10 to Re. 1. Further authorised share
capital of the Company was reclassified from Rs. 500 Million consisting of Rs. 165 Million (165,000,000 Equity Shares of Re. 1/- each) and Rs. 335
Million (335,000,000 Preference Shares of Re. 1/- each) to Rs. 250 Million (250,000,000 Equity Shares of Re. 1/- each) and Rs. 250 Million

(Consisting of 250,000,000 Preference Shares of Re. 1/- each).




Varroc Engineering Limited

Notes to the consolidated financial statements

Note 52 : Contingent liabilities

(Rs. in Million)

Contingent llabilities not provided for P March 31, 2017
{Restated)
a) Clalm against the group not acknowledged as debt .
Disputed Excise and Service Tax mattars 160.65 147.37
Incame Tas mdllers 124,59 .
Sales Tax mattars 43.11 52.36
b) Other money for which the Group is contingently liable 30.78 29.86
c) Others 120.76 88.35




Note 53 - Assets pledged as security
The carrying amounts of assets pledged as security for current and non-current borrowings are:

Varroc Engineering Limited

Notes to the consolidated financial statements

(Rs. in Million)

March 31, 2018 March 31, 2017
Current
Financial assets
Investments 0.10 -
Trade receivables 14,027.34 11,086.37
Cash and bank balances 2,663.07 3,026.43
Loan 40.07 42.29
Other financial assets 2,240.60 2,374.83
Non-financial assets
Inventories 5,881.81 4,293.97
Other current assets 1,651.33 1,585.06
Total current assets pledged as security 26,504.32 22,408.95
Non-current
Investments 0.20 -
Loans 56.90 -
Other financial assets 316.27 433.49
Other non-current assets 1,310.94 287.26
PPE, CWIP and Intangible Asset a 22,031.85 17,338.11
Total non-currents assets pledged as security 23,716.16 18,058.86
Total assets pledged as security 50,220.48 40,467.81




Varroc Engineering Limited

Notes to the consolidated financial statements

Note 54: Disclosures as required as per Ind AS 17 — ‘Accounting for Leases’

The group leases various offices and warehouses under non-cancellable operating leases expiring within two
to eight years. The leases have varying terms, escalation clauses and renewal rights. On renewal, the terms of
the leases are renegotiated. Lease payments in respect of operating leases included in the Statement of Profit
and Loss for the year ended March 31, 2018 Rs. 338.33 Million (March 31, 2017 Rs. 271.73 Million).

(Rs. in Million)
As at March 31, As at March 31,
2018 2017
(Restated)
(A) Non cancellable operating leases :
Commitments for minimum lease payments in relation to non-
cancellable operating leases are payable as follows:
Not Later than one year 96.24 86.57
Later than one year and not later than five years 262.82 166.18
Later than five years 88.40 >
Total (A) 447.46 252.75
(B) Finance leases : The Group has taken certain plant and
machinery on finance lease. The disclosure as required by Ind AS
17 is as follows:
(a) Minimum future Finance lease payments
Not Later than one year 62.41 53.95
Later than one year and not later than five years 129.14 158.19
Later than five years - =
Total (a) 191.55 212.14
(b) Present value of minimum lease rentals payable
Not later than one year 58.97 48.01
Later than one year but not later than five years 122.93 153.19
Later than five years - =
Total (b) 181.90 201.20
c) Reconciliation of minimum lease payments and present value
Minimum lease rentals payable as per (a) above 191.55 212.14
Less: Finance charges to be recognized in subsequent years. 9.65 10.94
Present value of minimum lease rentals payable as per (b)
above. 181.90 201.20

Apart from the above, some of land and building located in Czech Republic and India is taken on finance lease.
The total obligation towards the lease payments has been made in advance as on the date of Balance Sheet.




Note 55 : Interests In joint ventures

Varroc Engineering Limited
Notes to the consolidated financial statements

Set out below are the joint ventures of the group as at 31 March 2018 which, in the opinton of the directors, are material to the group.

(Rs. in Million)
Name of entity Place of business | % of ownershlp | Relationship Accounting Carrying Value
method As at March 32, 2018 As at March 31, 2017
(Restated)
Varroc TYC Corporation, BVI and its China/British 50% Joint Venture Equity Method 3,477.10 2,842.91
subsidiaries Virgin Islands
Nuova CTS S.r.l Italy 50% Joint Venture | Equity Method 87.86 84.16
Varroc Elastomers Pvt. Ltd. [refer India 51% Joint Venture Equity Method "
note 56(2)]
Total 3,564.96 2,927.07
The joint venture entities are primarily engaged in the business of auto components and services in the automotive industry.
Commitments and contingent liabilities in respect of joint ventures
(Rs. in Million)
As at March 31, 2018 As at March 31, 2017
Particulars {Restated)
Commitments — joint ventures 64.57

82,35




Note &5 : Interests in joint ventures
Summarised financial information for joint ventures

Varroc Engineering Limited
Notes to the consolidated financial statements

The summarised financial information for joint ventures disclosed below, reflects the amounts presented in the financial statements of the relevant joint ventures and not Varroc's share of those

amounts.
(Rs. in Million)
Varroc TYC Corporation, BVI Nova CTS srl Varroc Elastomers Private Limited
S ised bal h [refer note 56(2)]
ummarised balance sheet As at March 31, |As at March 31, 2017 | As at March 31, 2018 | As at March 31, 2017 | As at March 31,2018 | As at March 31, 2017
2018 (Restated) (Restated) (Restated)
Current assets
Cash and cash equivalents 1,204.76 1,563.75 47.09 10.55 - -
Other assets 6,336.32 6,514.53 39.94 38.05 - -
Total current assets 7,541.08 8,078.28 87.03 48.60 - -
Total non-current assets 4,372.42 3,679.37 1.76 0.70 - -
Current liabilities
Financial liabilities (excluding trade payables) 1,552.88 1,287.36 - - - -
Other liabilities 3,246.46 4,050.74 35.26 13.80 - -
Total current liabilities 4,799.34 5,338.10 35.26 13.80 - -
Non-current liabilities
Financial liabilities (excluding trade payables) - 837.19 - - - =
Other liabilities 222.16 198.01 7.16 6.60 - -
Total non-current liabilities 222.16 1,035.20 7.16 6.60 - -
Net assets 6,892.00 5,384.35 46.37 28.90 - -
(i) Summarised statement of profit and loss (Rs. in Million)
e Varroc TYC Corporation, BVI Nova CTS srl Wapac Slasrdinre Ero v Ltk
P 0C B, [refer note 56(2)]
f,’_g;j'-:-“/_ﬂ /z % For the year ended| For the year ended | Forthe year ended | For the year ended For the year ended For the year ended
iy March 31, 2018 March 31, 2017 March 31, 2018 March 31, 2017 March 31, 2018 March 31, 2017
(Restated) (Restated) (Restated)
Revenue 12,286.55 15,338.60 157.90 91.86 - 589.49
Depreciation and amortisation 419.30 378.71 0.40 0.29 - 24.36
Interest expense 60.20 120.10 - - - 5.10
Income tax expense 102.96 291.14 13.49 0.24 - 9.17
Profit for the period 1,345.81 1,560.80 34.73 3.48 - 19.09
Other comprehensivelln 410.31 - (12.24) - - -
Total comprehensive'\Rée 1,756.12 1,560.80 22.49 3.48 - 19.09
Dividends received 243.87 199.70 7.54 - - -




Note 55 : Interests in joint ventures

Varroc Engineering Limited

Notes to the consolidated financial statements

(ii) Reconciliation of carrying amounts

(Rs. in Million)
Varroc TYC Corporation, BVI Nova CTS srl
As at March 31, |Asat March 31,| As at March 31, | Asat March 31,
2018 2017 2018 2017
(Restated) (Restated)

Closing net assets 6,892.00 5,623.62 46.37 38.97
Group’s share in % 50% 50% 50% 50%
Group’s share in INR 3,446.00 2,811.81 23.19 19.49
Goodwill 31.10 31.10 64.67 64.67
Carrying amount 3,477.10 2,842.91 87.86 84.16




Varroc Engineering Limited
Notes to the consolidated financial statements

Note 56 Liquidation and sale of shares in jointly controlled entities:

1 Liquidation of Esex Forging srl:
One of the foreign step-down subsidiaries of the Company, Esex Forging s.r.l. has been liquidated with effect from
29th March 2017, as per the communication received from the Chamber of Commerce, Milan.
The group's shares in total assets, net assets, revenues and in the profit and loss for the year are as under:

(Rs. in Million)
Particulars March 31, 2017
(Restated)

Total assets -
Net assets .

Profit /(Loss) before tax 12.65

2 Varroc Elastomers Private Limited :
During the financial year 2016-17 the group has sold 484,500 equity shares held in joint venture (Varroc Elastomers
Private Limited) for a total consideration of Rs. 115.8 Million.

Note 57 Construction contracts:

(a) Consolidated Statement of profit or loss
(Rs. in Million)

For the year ended For the year ended
March 31, 2018 March 31, 2017
(Restated)
Contract revenue _ 5,907.13 6,196.25
Contract costs 5,159.51 5,133.86
(b) Consolidated Balance Sheet
(Rs. in Million)
As at March 31, 2018 | As at March 31, 2017
(Restated)
Financial assets
Trade receivables 892.46 742.50
Other financial assets - current 2,409.12 2,652.31
Other financial assets - non-current 177.56 620.55
Financial liabilities
Other financial liabilities 903.44 384.75

(c ) Amounts due from / (to) customers under construction contracts
The net balance sheet position for ongoing construction contracts is as follows:
»

(Rs. in Million)
March 31, 2018 March 31, 2017
(Restated)
Amounts due from customers for contract work 2,586.68 3,272.86
Amounts due to customers for contract work 903.44 384.75




Varroc Engineering Limited
Notes ta the lidated financial

Note 58 - Business combination
Summary of acquisition

1) On November 30, 2017, Varroc Polymers Privata Limlted, a wholly owned subsidiary of the Company acqulired controlling Interest in Team Concepts Private Limited. The entity is engaged In the business of
manufacture and sale of auto accessorles and is recognized as a premium auto accessorles manufacturer among OEMs and alter market.
Glven the recent acquisition, the falr value of purchase consideration of Rs $59.60 Million {including redemption !labllity of non controlling Interest) has been all i to assets and llabllities on a provisional
basis as per Ind AS 103, Business combinations.

The Group expects to finallze the fair value of the Identifiable assets acquired and llabilities assumed at the acquisition date within the measurement perlod of 12 months.

(Rs. In Million)
The assets and llabllities recognised os a result of the as at the ition date orc as follows:
Team Concept Private Limited
{TceL)
(Fair Value)
Non Current Assets
Property Plant & Equipment 128.08
Intangible assets 230.31
Non Current Financial Assets
Other financial assets 0.82
Current Asset
Inventorles 29.94
Financial Assets
Trade receivables 79.30
Cash and cash equivalents 14.34
Other current assets 10.15
Total Asset 492.94
Non-current liabilities
Other financial liabllitles
Provisions 115
Deferred tax liabllitles {Net) 77.33
Current llabilities
Financial liabilities
Trade payables 18.04
Provisions 3.32
Current tax liabilities {Net) 9,57
Other current liabilities 7.83
Total Liabilities 117.24
|—_— |
Net Identifiable asset acquired 375.70
goodwill
Fair value of consideration ( Including cash paid and redemption liability) 559.60
Less: Net identifiable assets acquired (375.70)
Provisional Goodwill 183.90

The provisional goodwill recognized in connection with the acquisition is primarily attributable to anticipated synergies from future growth.

The revenue and profit after tax of the entity, for the period of four months ended March 31, 2018, Cq lid. in the fi ial is as follows:
Revenue : Rs, 93.00 million, Profit for the period: Rs. 24.29 million.

2) Our Subsidiary, VarrocCorp Holding B.V., has entered into a Share Purchase Agreement dated May 30, 2018 for acquiring 100% shareholding in a pany d in the manufacture and sale of exterior
ive lighting used In four wheelers based in Turkey for a consideration of Euro 43 miltion, subject to adjustment as per the terms of the said Agreement. The completion of the transaction
is subject to fulfilment of the closing conditions as specified in the said Agreement including receiving approval from the Turkish competition authority which is currently pending with the authority.




Note 59: Disclosure on specified bank nates (SBNS)

During the previous year, the Group had specified bank notes or other denomination note as defined in the MCA notiflcation G.S.R. 308(E) dated March 31, 2017 on the detalls of Specified Bank Notas (SBN)
held and transacted during the period from November 8, 2016 to December, 30 2016, the denomination wise SBNs and other notes as per the notification is given below:

Amount in Indian Rupees

|Particulars SBNs* Other denomination currency Total

VCTmlng cash in hand as on November 8, 2016 2,224,820 230,706 2,455,526
(+) Permitted receipts - 2,531,214 2,531,214
(-) Permitted payments - 1,683,323 1,683,323
{-) Non Permitted payments - - -
(-) Amount deposited in Banks 2,224,820 61,350 2,286,170
Closing cash In hand as on December 30, 2016 - 1,017,247 1,017,247

* For the purposes of this clause, the term ‘Specified Bank Notes’ shall have the same meaning provided in the notification of the Government of India, in the Minlstry of Finance, Department of Economic

Affairs number S,0. 3407(E), dated the November 8, 2016.

The notes are an integral part of these financial statements
As per our report of even date

For Price Waterh & Co Ch: d Acc LLP
Chartered Accountants

Firm Registration No: 304026E/E-300009

R

[AMIT BORKAR

Partner

Membership No : 109846
Place: P2

Date : J"‘N‘J_D—o(g

-

O~

GAUTAM KHANDELWAL

/ Director f .
2

..
ASHWANI MA 'WARI
CEO and WholefTime Director

| el
TARANG JAIN
Managing Director

THARUVAI R. SRINIVASAN RAKESH M. DARJ| s
Group CFO Company Secretary
Place : Mumbai
Date : May 31, 2018




Dear Shareholders,

BOARD’S REPORT

The Directors of your Company take pleasure in presenting the Thirtieth Annual Report on the business
and operations of the Company together with financial statements for the financial year ended March 31,

2018.

1. Financial results & appropriations

a. Financial results

SSTANDALGNES

Financlal Year

017-18

nciallyeart i

A CONSGLIDATED

\Financial Year =

*{inmillion)

Financial Year
2016-17

Revenue from operations 20,954.75 1812053 | 1,03,784.57 |  96,085.40
Total Income 21,242.46 18,445.04 1,04,170.67 97,022.69
Profit before finance cost, depreciation,

exceptional items and extraordinary 2,469.21 1,931.46 9,161.76 6,754.84
expenses (EBITDA) K 7

Depreciation and amortization (-) 1,016.11 962.82 3,864.65 3,370.83
Finance cost (-) 401.50 468.50 861.70 903.96
Share of Net Profit of Investment - - 690.27 791.88
accounted for using the equity Method

()

PROFIT BEFORE TAX 1,051.60 500.14 5,125.68 3,271.93
Current tax expense (-) 232.97 110.99 1161.10 473.42
Deferred tax (-) 120.33 -30.89 -543.19 -336.32
NET PROFIT FOR THE YEAR 698.30 420.04 4,507.77 3,134.83
Less: Profit attributable to Non- - - 5.19 3.83
controlling interest

Profit attributable to owners of the 698.30 420.04 4,502.58 3,131.00
Company

Add: Profit brought forward from last 1,182.23 1,015.09 5,135.42 2,275.61
year

Add: Re-measurements of defined 10.82 -8.04 -4.89 -25.28
benefit plans, net of tax

Less: Transfer to Debenture - -200 -125 -200
Redemption Reserve (DRR)

Add: On Account of Capital Reduction - - -205.95 -
Appropriation: Dividend on Equity -61.56 -40.25 -61.56 -40.25
Shares

Tax on Dividend -11.19 -4.61 -11.19 -4.61
Balance carried forward in Balance 1,818.60 1,182.23 9,639.98 5,135.42
Sheet




b. Company’s Performance

During the financial year 2017-18, on a consolidated basis Varroc Group achieved revenue of ¥ 103,784.6
million as compared to ¥ 96,085.4 million in the previous year ~ a growth of 8 %. Profit after tax of the
group for the year stood at ¥ 4,507.8 million as against T 3,134.8 million in the previous year — a growth
of 43.8%.

Revenue from operations on standalone basis increased to ¥ 20,954.8 million as against ¥ 18,120.5
million in the previous year — a growth of 15.6%. The profit after tax for the current year is ¥ 698.3 million
as against I 420.0 million in the previous year — a growth of 66.2%.

c. Dividend and transfer to reserve

The Board of Directors vide its circular resolution dated March 08, 2018 declared and paid Interim
Dividend @ 50% (50 paise per share) on equity shares of ¥ 1 for the Financial Year 2017-18.

The Board of Directors vide its resolution dated April 20, 2018 declared and paid Interim Dividend on
0.0001% Series C Compulsory Convertible Preference Shares (Series C CCPS) on fully diluted basis along
with equity shares.

The total cash outflow on account of interim dividend on Equity and Preference shares was ¥ 67.4 million.
The Board recommends that the interim dividend, which was already declared and paid, be considered as
the final dividend for the Financial Year 2017-18. The Board of Directors has considered it appropriate
not to transfer any amount to the General Reserve before declaration of Dividend.

d. Credit Rating

During the year under review the credit rating of the Company’s short term and long-term debt was
maintained by ICRA at ‘ICRA AA-(Stable)’ for long term loan and ‘ICRA A1+’ for short term loan.

In May, 2018 ICRA upgraded the outlook on the ratings for the Company’s long term borrowing to ‘AA-
(Positive)’ and maintained ratings for short term borrowings at ‘ICRA A1+,

e. Details of Internal Financial Controls with reference to the Financial
Statements

Adequate internal control systems commensurate with the nature of the Company’s business and size
and complexity of its operations have been developed with the help of independent expert agency and
the same are operating satisfactorily. [nternal control systems consisting of policies and procedures are
designed to ensure accuracy and completeness of the accounting records and the timely preparation of
reliable financial information, timely feedback on achievement of operational and strategic goals,
compliance with policies, procedure, applicable laws and regulations and that all assets and resources are
acquired economically, used efficiently and adequately protected.

The internal financial control with reference to the financial statements were adequate and operating
effectively as endorsed by statutory auditors in their report.



f. Details in respect of frauds reported by Auditors

During the year under review, there have not been any instances of fraud and accordingly, the Statutory
Auditors have not reported any frauds either to the Audit Committee or to the Board under Sexction
143(12) of the Act.

2. Industry Outlook and Business Overview

Details on economic outlook, industrial outlook, business overview and SWOT analysis of the company is
covered in the Management Discussion and Analysis report.

3. Financial Information and Disclosures

a. Report on Performance of Subsidiaries, Associates and Joint Venture
Companies

Your Company has 22 subsidiaries and 4 joint ventures companies as on March 31, 2018. During the year,
the Board of Directors (the Board) reviewed the affairs of material subsidiaries. In accordance with
Section 129(3) of the Companies Act, 2013 the Company has prepared consolidated financial statements
of the Company and all its subsidiaries, which forms part of the Annual Report. Further, the report on the
performance and financial position of each of the subsidiary and joint venture and salient features of the
financial statements are provided in the prescribed Form AOC-1 and it forms part of the Financial
Statements of the Company.

During the year under review, Varroc Lighting Systems SA, Morocco and Varroc Lighting Systems
S.p.z.0.0., Poland were incorporated as stepdown subsidiary companies under VarrocCorp Holding B.V.,
Nehterland, a wholly owned subsidiary of the Company with a purpose of setting up of new
manufacturing facilities for automotive lighting and to provide technical support through research and
development activities and engineering services.

During the year under review, the overseas wholly Owned Subsidiary VarrocCorp Holding B.V. has
acquired a bare shell company “Lang MEKRA Engenharia Avancada Ltda” (renamed as Varroc Do Brasil
Comércio, Importagdo E Exportacdo De Maquinas, Equipamento E Pegas LTDA.) for setting up of
manufacturing facility in Brazil for automotive lighting business to cater north American markets.

Further, the Company through its wholly owned subsidiary Varroc Polymers Pvt. Ltd. has acquired 90%
stake in Bangalore based Company Team Concepts Pvt. Ltd. engaged in the business of manufacturing
and supply of automotive accessories and components for 4 wheelers.

Further, the Company has partnered with Dell’Orto S.p.A., Italy for equal co-ownership of IP rights of
electronic fuel injection system and signed a Joint Venture Agreement for setting up 50:50 joint venture
company for manufacturing and sale of electronic fuel injection system mainly for two wheelers in India.
In accordance with Section 136 of the Companies Act, 2013, the audited financial statements, including
the consolidated financial statements and related information of the Company and audited financial
statements of each of the subsidiary will be available on website www.varrocgroup.com. These
documents will also be available for inspection during business hours at the registered office of the
Company. Copy of these financial statements shall be made available to any Member of the Company, on
request.



Details of subsidiaries and joint ventures of the Company and their performance are covered In
Management Discussion and Analysis Report forming part of this Annual Report.

b. Conversion of Company to Public Limited Company

Your Company was converted from private limited to public limited as per the resolution passed by the
members of the Company, at their Extra-ordinary General Meeting (“EoGM”") held on January 25, 2018
and a fresh certificate of incorporate was issued by the Registrar of Companies, Maharashtra, Mumbai on
February 05, 2018. Subsequently, under the Offer for Sale through Initial Public Offer, the shares of
Company were admitted for listing and trading on the National Stock Exchange of India and The BSE
Limited.

Consequently, the status of the Company has changed to listed company.

c. Share Capital

During the year under review, following corporate actions were executed resulting in change in
authorised and paid-up share capital of the Company.

i) Scheme of Capital Reduction

As per the order passed by the National Company Law Board Tribunal (“NCLT”) on November 9, 2017
approving the scheme of capital reduction under erstwhile section 100 to 104 of the Companies
Act,1956 (Section 66 of the Companies Act, 2013) the issued, subscribed and paid-up capital of the
Company was reduced by cancellation of 852,349 equity shares of 10 each, held by Varroc Polymers
Pvt. Ltd., without any payment. The said order of NCLT filed with the Registrar of Companies,
Maharashtra, Mumbai was approved on January 15, 2018.

(ii) Conversion of Preference Shares

As per the terms of issue of Series B and Series C 0.0001% Compulsorily Convertible Preference Shares
8,52,349 equity share of 10 each and 1,16,83,770 equity shares of ¥ 1 each were allotted to
Mr.Tarang Jain on February 06, 2018 and May 31, 2018 respectively.

(iii) Restructuring of Share Capital

During the year under review, the share capital of the Company was sub-divided from equity shares
and preference shares of ¥10 each into equity shares and preference shares of ‘1 each with effect
from January 25, 2018. Simultaneously, the authorised share capital of the Company was reclassified
from ¥50,00,00,000 comprising of 16,50,00,000 Equity Shares and 33,50,00,000 Preference Shares to
¥ 50,00,00,000 comprising of ¥ 25,00,00,000 divided into 25,00,00,000 Equity Shares of ¥ 1 each and
Rs. 25,00,00,000 divided into 25,00,00,000 Preference Shares of Rel each. The paid-up equity share
capital of the Company as on March 31, 2018 was ¥ 13,48,11,530.

d. Fixed Deposits

During the year under review, the Company has not accepted any deposits from the public.



e. Disclosures under Section 134(3)(1) of the Companies act, 2013 — Material
Changes and Commitment

As per share purchase agreement signed on May 30, 2018 VarrocCorp Holdings BV, wholly owned
subsidiary has acquired SA-BA Endiistriyel Uriinler imalat ve Ticaret Anonim irketi, a Turkey based
company engaged in the business of manufacturing and supply of automotive lighting for four
wheelers along with its wholly owned subsidiary company in Bulgaria at an aggregate consideration of
Euro 43 million. The acquisition was partly funded by borrowed funds and partly by internal accruals.
The closing conditions, including approval of competition commission were completed on June 30,
2018. No other material changes and commitments affecting the financial position of the Company
occurred between the end of the financial year to which these financial statements relate and on the
date of this report.

f. Disclosure regarding significant and material orders passed by regulators or
Courts or Tribunal

During the year under review, there were no significant and material orders passed by the regulators or
courts or tribunals impacting the going concern status and Company’s operations in future.

g. Particulars of contracts or arrangements made with Related Parties

All related party transactions that were entered into during the financial year were on arm’s length
basis and in the ordinary course of the business. There are no materially significant related party
transactions made by the company with Promoters, Key Managerial Personnel or other designated
persons which may have potential conflict with interest of the company at large.

h. Particulars of Loans, Guarantees or Investments

Particulars of loans, guarantees, investments and securities provided during the financial year under
review along with the purposes of such loans, guarantees and securities is given in Annexure Il to this
report.

i. Disclosure under Section 43(a)(ii) of The Companies Act, 2013

The Company has not issued any shares with differential rights and hence no information as per
provisions of Section 43(a)(ii) of the Act read with Rule 4(4) of the Companies (Share Capital and
Debenture) Rules, 2014 is required to be furnished.

j. Disclosure under Section 54(1)(d) of the Companies Act, 2013

The Company has not issued any sweat equity shares during the year under review and hence no
information as per provisions of Section 54(1)(d) of the Act read with Rule 8(13) of the Companies
(Share Capital and Debenture) Rules, 2014 is required to be furnished.



k. Disclosure under Section 62(1}(b) of the Companies Act, 2013

The Company has not issued any equity shares under Employees Stock Option Scheme during the year
under review and hence no information as per provisions of Section 62(1){b) of the Act read with Rule
12(9) of the Companies (Share Capital and Debenture) Rules, 2014 is required to be furnished.

l. Disclosure under Section 67(3) of The Companies Act, 2013

During the year under review, there were no instances of non-exercising of voting rights in respect of
shares purchased directly by employees under a scheme pursuant to Section 67(3) of the Act read with
Rule 16(4) of Companies (Share Capital and Debentures) Rules, 2014,

4, Disclosures related to Board, Committees, Remuneration and Policies

a. Directors and Key Managerial Personnel

Mr. Tarang Jain retires by rotation and being eligible, offer himself for re-appointment. Information in
respect of Mr. Tarang Jain is provided in the notice of the Annual General Meeting. On conversion of
the Company from private limited to public limited, Mr. Tarang Jain and Mr. Ashwani Maheshwari were
re-appointed as Managing Director and Whole-time director respectively and Mr. Vinish Kathuria was
appointed as Additional Director/Independent Director w.e.f. February 06,2018 and their terms of
appointment, including remuneration, were subsequently approved by special resolutions passed at the
extra ordinary general meeting of the Company held on February 13, 2018. In addition, Mr. Vinish
Kathuria was appointed as Additional Director/Independent Director w.e.f. February 06, 2018 by the
Board of Director on February 06,2018 and later on his appointment as independent director for a term
of 3 years was ratified by the members of the Company on February 13, 2018.

Appointment of Mr. T. R. Srinivasan, Group CFO and Mr. Rakesh Darji, Company Secretary as key
managerial personnel of the Company as required under Section 203 of the Companies Act, 2013 was
confirmed at the Board meeting held on February 06, 2018. Mr. Tarang Jain, Mr. Ashwani Maheshwari
and Mr. Arjun Jain by virtue of their position will also be considered as key management personnel.

Mr. Arjun Jain had stepped down as director of the Company on February 06, 2018. He has been re-
inducted to the Board as Additional Director/Whole-time Director by the Board on August 08, 2018. The
Company has sought approval of the members by way of special resolution for his appointment as
Whole-time Director and terms and conditions of remuneration payable to him. Mr. Padmanabh Sinha
(DIN 00101379), Investor Nominee Director has resigned w.e.f. May 28, 2018. The Board places on
record its sincere appreciation for the services rendered and guidance provided to the management of
the Company during his tenure.

In accordance with the amended requirement of Regulation 17(1A) of the Securities and Exchange
Board of India (Listing Obligations & Disclosure Requirements) Regulations, 2015 which shall come into
force with effect from April 1, 2019, Mr. Naresh Chandra (DIN 00027696) who has attained the age of
eighty-three years consent of the members of the Company by way of special resolution is sought at the
ensuing annual general meeting for Mr. Naresh Chandra to continue after April 1, 2019 as Non-
Executive Director and Chairman of the Company.

Details of Board Meetings and Committee meetings held during the year under review attendance at
the meetings are provided in Corporate Governance Report.



b. Declaration by Independent Directors

In terms of Section 149(7) of the Act, the Independent Directors have submitted their declaration
confirming compliance with the criteria of independence as stipulated under Section 149(6) of the Act.

c. Information on Board Meeting procedure and attendance during the Financial Year 2017-18

The Board meetings of the Company are conducted as per the provisions of the Companies Act,2013
and applicable Secretarial Standards. Information as mentioned in the Act and all other material
information, as may be decided by the management, are placed for consideration of the Board. Details
on the matters to be discussed along with relevant supporting documents, data and other information
is also furnished in the form of detailed agenda to the Board and the Committees concerned, to enable
directors take critical decisions and accordingly advise the management.

Details regarding information furnished to the Board members, number of Committee and Board
meetings held during the year along with attendance record of each director has been disclosed in the
Corporate Governance Report of the Company.

d. Director's Remuneration Policy and Criteria for Matters under Section 178 and Payment of
Commission

As stipulated under Section 178 of the Act, the Board has approved a Nomination and Remuneration
Policy of the Company.

The Policy documents the mechanism for appointment, cessation, evaluation and remuneration of the
Directors, Key Managerial

Personnel and Senior Management of the Company. Information on the Policy and details of the criteria
for determining qualifications, positive attributes and other matters in terms of Section 178 of the Act
are provided in the Corporate Governance Report.

The Company has not paid any Commission to Managerial Personnel during the financial year under
review. The Company has paid in aggregate profit related commission of ¥ 1.05 crore to non-executive
directors for the financial year 2017-18 which is within 1% of profit approved by the shareholders and
details of the same are provided in Corporate Governance Report.

e. Formal annual evaluation of the performance of the Board, its Committees
and Directors

This being the first financial year after Company becoming public and listed company, formal annual

evaluation of performance of the board and its committees and directors will be conducted at the end
of financial year 2018-19.

f. Directors’ Responsibility Statement

Pursuant to Section 134(5) of the Act, the Directors, based on the representation received from the
management, confirm that:



(iy in the preparation of the annual accounts for the year ended March 31, 2018, the applicable
accounting standards have been followed along with proper explanation relating to material
departures;

(i) the directors have selected such accounting policies and applied them consistently and made
judgments and estimates that are reasonable and prudent so as to give a true and fair view of the
state of affairs of the Company at the end of the Financial Year 2017-18 and of the profit and loss of
the Company for that period;

(iii} the directors have taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of this Act for safeguarding the assets of the Company and
for preventing and detecting fraud and other irregularities; (iv) the directors have prepared the
annual accounts on a going concern basis;

(v) the directors have laid down internal financial controls to be followed by the Company and such
internal financial controls are adequate and operating effectively; and

(vi) the directors have devised proper systems to ensure compliance with the provisions of all applicable
laws and that such systems are adequate and operating effectively.

g. Corporate Governance

Corporate Governance Report along with General Shareholder Information and Management Discussion
and Analysis are included in this Annual Report

The Managing Director and the Director and Group Chief Financial Officer have certified to the Board
with regard to financial statements and other matters as required under Regulation 17(8) read with
Schedule Il to the Listing Regulations.

h. Corporate Social Responsibility and CSR Policy

Corporate Social Responsibility is an integral part of the Company’s ethos and policy and it has been
pursuing this on a sustained basis. In this endeavor, the Company has contributed funds for the CSR
activities/project related to promoting rural and nationally recognized sports, promotion of education
and employment enhancing vocational skills, environment sustainability and promoting art and culture.
During the year under review the Company was required to spent ¥ 9 million towards CSR activities
agaisnt which, the Company has spent ¥ 18.6 million. The Annual Report on CSR activities as required to
be given under Section 135 of the Companies Act, 2013 and Rule 8 of the Companies (Corporate Social

Responsibility Policy) Rules, 2014 has been provided in an Annexure — | to this Report.

i. Enterprise Risk Management Policy

The Board of Directors has approved and adopted comprehensive Enterprise Risk Management Policy
(ERM) for the Company.

The Enterprise Risk Management Policy is designed to manage risk within the risk threshold established
by the Board and provide reasonable assurance over the achievement of strategic and operational
objectives. The policy document covers the enterprise wide risk management aspects of all Business
Units/Plants of the Company. The Policy will help in risk identification, risk measurement, define risk
appetite and threshold limits and suggesting risk mitigation measures. The Company has with the
professional help implemented ERM Policy by carrying out detailed risk identification, assessment and
ranking in consultation with senior management of the Company. The process is ongoing and require



continuous exercise across all locations and functions of the Company. As a part of risk mitigation
measure, the Company has implemented Compliance Management Tool across all business units and
functions to monitor compliance of all applicable laws in India. The Audit Committee will do the periodic
review of implementation, assessment and mitigation measures under ERM. The Chief Internal Auditor
has been appointed as Chief Risk Officer to monitor on-going basis risk and to suggest mitigation
measures.

5 Auditors

a. Statutory Auditor

M/s. Price Waterhouse & Co., Chartered Accountants, LLP, (Firm’s Registration No.304026E/E-300009)
(“PWC"), hold office up to the conclusion of the Thirtieth Annual General Meeting (‘AGM’).

PWC were appointed as Statutory Auditors of the Company from the conclusion of twentieth annual
general meeting (AGM) i.e. from 29th September, 2008 and thereafter they have been re-appointed
every year. In terms of Section 139 of the Act read with Rule 6 of the Companies (Audit and Auditors)
Rules, 2014, the term of appointment of PWC as Statutory Auditors of the Company expires at the
ensuing AGM and rotation of statutory auditor is due at AGM.

In view of the foregoing, the Board has recommended for approval of the shareholders appointment and
fix remuneration of M/s. S R B C & CO. LLP, Chartered Accountants (Firm Registration No: 324982E/
E300003), as Statutory Auditors of the Company for a term of five years, from the conclusion of thirtieth
AGM till the conclusion of thirty fifth AGM.

The Auditor’s report for the financial year 2017-18 does not contain any qualifications, reservations or
adversary mark. The auditor’s report is enclosed with the financial statements.

b. Cost Auditor

As per the provisions of Section 148 of the Act and Rule 3 of the Companies (Cost Records and Audit)
Rules, 2014 (“the Rules”), the Company is required to maintain cost records with respect to certain
products of the Company and get the same audited.

Based on the recommendation of the Audit Committee, the Board, at its meeting held on August 07,
2018, has appointed M/s S. R. Bhargave & Co., Cost Accountants as Cost Auditor of the Company for the
financial year 2018-19 at a remuneration of ¥ 3,00,000 (Three Lakhs only). The said fee is exclusive of
applicable taxes and reimbursement of out-of-pocket expenses, which shall be payable at actuals. A
proposal for ratification of the cost audit fee for the audit of cost records for the financial year 2018-19
has been proposed at the forthcoming Annual General Meeting. The Cost Audit Report for the financial
year 2017-18 will be filed within the stipulated period of 30 days after it is submitted by the Cost
Auditors.

c. Secretarial Auditor

In terms of the provisions of Section 204 of the Act and the Companies (Appointment and Remuneration
of Managerial Personnel) Rules, 2014, M/s Uma Lodha & Co. (C.P. No.2593), Company Secretary in
Practice, Mumbai was appointed by the Board as Secretarial Auditor to undertake the Secretarial Audit
for the financial year 2017-18.



The Secretarial Audit Report for the financial year 2017-18 is annexed herewith as Annexure- Il to
this report. The report does not contain any qualification, reservation or adverse remark.

6. Initial Public Offer

The Company came out with its maiden Initial Public Offer (“IPO”) by way of Offer for Sale (“OFS”) under
which 2,02,11,730 equity shares of ¥ 1 were offered to the public for subscription by promoter Mr.Tarang
Jain (1,752,560 equity shares) and private equity investor Omega TC holdings Pte. Ltd. (16,917,130 e quity
shares) and Tata Capital Financial Services Limited (1,552,040 equity shares) at a price band of T965 to
%967. The IPO of the Company was subscribed 3.6 times and the equity shares of the Company were
listed on National Stock Exchange of India Limited and BSE Limited on 06th July 2018. Post IPO, 15 % of
the shareholding is held by public and balance 85 % is held by the Promoter and Promoter group.

As the Company’s IPO was by way of OFS by shareholders, the Company did not receive any proceeds
from the IPO and entire IPO proceeds were paid to the selling shareholders.

7. Other Disclosures and Statutory Information

a. Adoption of new set of Articles of Association

Consequent upon conversion of status of the Company to ‘public company’ and in order to fulfil the
listing requirements, the Company has adopted new set of Articles of Association of the Company with
effect from March 25, 2018

b. Policies and code adopted by the Company

The Board of Directors has from time to time framed and approved policies as required by the Listing
Regulations as well as under the Companies Act, 2013. These policies will be reviewed by the Board at
periodic intervals. Some of the key policies that have been adopted are as follows:

(i) Nomination and Remuneration Policy; {ii) Material Subsidiary Policy (iii) Policy for determination of
materiality threshold (iv) Code for Disclosure of Unpublished Price Sensitive Information (v) Code of
Conduct for Insider Trading (vi) Policy on Preservation of Information and Archival of documents (vii)
Policy on Related Party Transactions (viii) Code of Conduct for Directors (ix) Enterprise

Risk Management Policy (x) Whistle Blower Policy.

The above policies are available on the Company’s website on the link www.varrocgroup.com/ investor/
investor-relations.

c. Disclosure under code of conduct for Prevention of Insider Trading and Fair
Disclosure of Unpublished Price Sensitive Information

In terms of the SEBI (Prohibition of Insider Trading) Regulations, 2015, the Company has adopted a ‘Code
of Conduct for Prevention of Insider Trading’ (“PIT Code”). Further, the Company has also adopted a
‘Code of Practices and Procedures for Fair Disclosure of Unpublished Price Sensitive Information’ (“UPSI
Code”). The required details have been disclosed in the Corporate Governance Report of the Company.



d. Particulars of employees and related disclosures

Disclosure of remuneration and other details as required under Section 197(12) of the Act read with Rule
5(1) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014 are

annexed herewith as Annexure-Ill.

A statement containing particulars of employees as required under Section 197(12) of the Act read with
Rules 5(2) and 5(3) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules,
2014 is provided as separate annexure forming part of this Report. In terms of Section 136 of the Act, the
Annual Report and financial statements are being sent to the Members excluding the aforesaid annexure.
The said annexure is available for inspection at the registered and corporate office of the Company
during business hours and will be made available to any shareholder, on request.

e. Conservation of Energy, Technology absorption, Foreign exchange earnings
and Outgo

The information pertaining to conservation of energy, technology absorption, foreign exchange earnings
and outgo as required under Section 134 (3)(m) of the Companies Act, 2013 read with Rule 8(3) of the

Companies (Accounts) Rules, 2014 are provided in Annexure - 1V to this report.

f. Extract of Annual Return

As required under section 92(3) of the Companies Act, 2013 and rule 12(1) of the Companies
(Management and Administration)

Rules, 2014 (as amended), an extract of annual return in Form MGT - 9 is available on company’s website
on the link www. varrocgroup.com/ investors/ investor-relations/annual return.

g. Occupational Health & Safety

The organization believes in ‘Zero Harm’. The aim is to improve health and safety standards of people
who are working with the organization in their capacity as employees, contractors or in any other role.
Efforts are taken to minimize activities which may affect the health and safety in working place. Steps are
taken for optimum utilization of plants, with least disposal of harmful gases in environment.

h. Disclosure as required under sexual harassment of Women at Workplace
(Prevention, Prohibition And Redressal) Act, 2013

Your Company is committed towards providing a healthy environment and thus does not tolerate any
discrimination and/or harassment in any form. The Company has in place an Internal Complaints
Committee to inter-alia Prevent sexual harassment at the workplace and Redress the complaints in this
regard. During the year under review, the Company has not received any complaint.



8. Acknowledgements

Your Directors place on record their acknowledgement for the co-operation recelved froms the
Customers, Vendors, Bankers, Associates, Collaborators and the Employees of the Company without
which it would not have been possible for the Company to achieve such performance and growth.

For and on behalf of the board of dire ctors
Varroc Engineering Limited
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Naresh Chandra
Chairman
DIN: 00027696




ANNXURE-I to Board’s Report

ANNUAL REPORT ON CORPORATE SOCIAL RESPONSIBILITY (CSR)
ACTIVITIES FOR THE FINANCIAL YEAR 2017-18

1. The Board of Directors at their meeting held on July 28, 2014 has approved policy for
Corporate Social Responsibility (CSR) with a vision to actively contribute to the soclial
and economic development of the communities in which Company operates. The said
policy was later on amended based on the recommendation of the CSR Committee
and amended CSR policy was adopted at the Board meeting held on July 15, 2015.

The Policy is aimed at socio-economic welfare, uplifting quality of life of the people,
maintain environment, promoting youth and young talents, providing opportunities to
underprivileged and bright student, imparting vocational education etc. in line with
the broad framework of Schedule VII of the Companies Act, 2013. The Policy can be

referred in detail on the Company’s website www.varrocgroup.com.
pany

2. Composition of the CSR Committee: The CSR Committee comprises of three Directors
- Mr. Tarang Jain, Mr. Gautam Khandelwal and Mr. Ashwani Maheshwari. Mr. Tarang

Jain chairs the Committee.
3. Average net profit of the Company for last three financial years: ¥ 450 million

4, Prescribed CSR expenditure
(Two percent of the amount mentioned in item 2 above) : % 9.0 million
5. Details of CSR spent during the financial year:

(a) Total amount to be spent for the financial year : ¥ 9.0 million
(b) Total amount spent during the financial year : ¥ 18.6 million
(c) Amount unspent, if any : NIL

(d) Manner in which the amount spent during the financial year: Refer Annexure-I
6. Reason for not spending the amount of 2% as provided : NOT APPLICABLE
In clause (3) above

7. Responsibility Statement

We hereby declare that implementation and monitoring of the CSR policy is in
compliance with CSR objectives and policy of the Company.

Tarang Jain

(DIN: 00027505)

Managing Director & Chairman CSR Committee
Varroc Engineering Limited

Date: August 07, 2018



ANNEXURE-I to Board’s Repot

Sr. | CSRproject | Sector In which the | Project of Program | Amount | Amount | Cumulative Amount Spent
No. | orActivity | project is covered | (1) Local Area or Outlay Spi::m‘ Expenditure | Direct or through
Identified | (clause no. of | Other (2) Speclfy | (Budget) | projects upto the Implementing
Schedule VIl to the | the State and | Project or rer’l°:'|ng Agency
Companies  Act, | district where or Programs l?:;:ﬂ-.fé
2013, as amended) | projects or | Program t:g’;ggr (Zn
programs was wise 2017-18 million)
undertaken in Zin
million) | million
1 Skill Cl. (i) promoting | 1. Local Area:
Development | education, including | Aurangabad, Pune
special education and Jzélosgsrs})“::lzarﬁ::l:iak-
employment . AhEnedrl\agar, ' Thane:
enhancing‘ vocation Raigarh, Solapur,
sI;]illlj especially among | osmanabad, Latur, T
children, women, | Beed, lalna, Parbhani, Direct/NTTF
elderly, and the | Buldhana, Acola, | 240 1B A DMCFs*
differently abled and | Amarawati,  Wardha,
livelihood Yavatmal, Nanded,
EREREE if'la:g:;a Pradesh
projsets; Chhindwara,
Gujarat — Vadodara,
Orissa — Bargash
2 Promoting Cl. (vil) training to | 1. Local  Area:
Young Sports | nromote rural sports, | Aurangabad, Pune
Talent nationally recognized | 2. Others: Implementing
Al lngghert sports, Paralympic | Maharashtra = 4.80 1.16 1.16 Partner — Varroc
to compete at : : " )
nationaland | SPorts and Olympic | Mumbai, Thane, Navi Foundation**
international | SPorts; Mumbai, Pune
level
3 Kham River | Cl.  (iv)  ensuring | Local Area:
Restoration | environmental Aurangabad
Project sustainability,
ecological  balance,
protection of flora and <
fauna, animal welfare, 3.00 0.00 0.00 l?(;{lencs%i:::
agroforestry,
conservation of
natural resources and
maintaining quality of
soil, air and water;
4 Promoting | Cl. (v) protection of | Local Area:
Art and national heritage, art and Aurangabad, Ajanta,
Culture culture including Ellora
restoration of buildings
and sites of historical :
importance and works of 0.00 0.00 0.00 Violin 2::5:3(1\\'* e
art; setting up public
libraries; promotion and
development of
traditional and
handicrafts:
5 Promoting | Cl.  (iv)  ensuring | Local Area:
Environment | environmental Aurangabad
sustainability | sustainability, Direct/
ecological  balance, e 0.00 0.00 Varroc

protection of flora and
fauna, animal welfare,
agroforestry,

Foundation**




conservation of
natural resources and
maintaining quality of
soil, air and water;

6 promoting Cl. (i) CEradicating | 1. Maharashtra -
health care | hunger, poverty and | Mumbai, Thane, Navi
including malnutrition, Mumbai, Pune 0 4.20 4.20
preventive | 2[“promoting health
health care”] | care including
and preventive health
sanitation ca.re”] a'md sanitation Direct/Implem enting
4[including
o he Partr}erllove
;::;t;but;r;ra;co K(thh Mumbai Foundation
set-up by the Central
Government for the
promaotion of
sanitation] and
making available safe
drinking water.
Totel .= Diect| .50 | 1gms 23.85
Expenses
Total - Indirect
Expenses i
Grand Total 17.20 18.59 23.85

* NETTUR TECHNICAL TRAINING FOUNDATION (NTTF) is a reputed non-profit organization having an

established track record of more than 3 years in undertaking similar kind of projects and programs across

the country.

*  Deccan Management Consultants Finishing School (DMCFS) is a non-profitable organization having an

established track record of more than 3 years in undertaking such kind of projects and programmes

** Varroc Foundation (VF) is a Trust registered under Indian Trust Act, 1982 and has an established track
record of more than 3 years in undertaking similar kind of projects and programs with an overall aim to

create and support a stronger and inclusive India.

***Violin Academy is a reputed non-profit organization having an established track record of more than 3

years in undertaking similar kind of projects and programs.
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ANNEXURE-II

Form MR-3
SECRETARIAL AUDIT REPORT
[Pursuant to Section 204 (1) of the Companies Act, 2013 and Rule 9 of the
Campanies (Appointment and Remiineratinn Persnnnel) Rules, 2014]

FOR THE FINANCIAL YEAR ENDED 315" MARCH 2018
To
The Members of
Varroc Engineering Limited

We have conducted the secretarial audit of the compliance of applicable
statutory provision and the adherence to good corporate practices by M/S.
VARROC ENGINEERING LIMITED (CIN: U28920MH1988PLC047335) (hereinafter
called "the Company"). Secretarial Audit was conducted in a manner that
provided me a reasonable basis for evaluating the corporate conducts/statutory
compliances and expressing my opinion thereon.

Based on our verification of the M/S. VARROC ENGINEERING LIMITED books,
papers, minute books, forms and returns filed and other records maintained by
the Company and also the information provided by the Company, its officers,
agents and authorized representatives during the conduct of secretarial audit,
we hereby report that in our opinion, the Company has, during the audit period
covering the financial year ended 315t March, 2018 complied with the statutory
provisions listed hereunder and qiso that the Company has proper Board-
processes and compliance-mechanism in place to the extent, in the manner and
subject to the reporting made hereinafter:

We have examined the books, papers, minuies' books, forms and returns filed and
other records maintained by M/S VARROC ENGINEERING LIMITED for the financial
year ended 315 March, 2018 according to the provisions of:

(i) The Companies Act, 2013 {the Aci) and the rules made there under;

(i} The Securities Confracts {regulation) Act, 1956 (SCRA) and the rules
made there under;

(i)  The Depositories Act, 1996 and the Regulations any Bye-laws framed
there under;

o/
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regulations made there under to the extent of Foreign Direct

investiment, Overseas Direct Investment and External Commercial
Borrowings;

(v]  The following laws are specifically applicable to the Company:

Motor Vehicles Act, 1988 and Ceniral Motor Vehicles Rules, 1989

The Explosive Act, 1884

The Petroleum Act, 1934

The Environment (Protection) Act, 1986

The Water (Prevention and Control of Polliution) Cess Act, 1974 and Water
{Prevention and Control of Pollution) Cess Rules, 1978

The Air (Prevention and Conirol of Pollution) Act, 1981

Central Excise Act, 1944 and as applicable rules

Customs Act, 1962 with as applicable guidelines & rules

Central Ground water Authority (Constituted under section 3 (3) of the
Environment (Protection) Act, 1986 with as applicable guidelines & rules
Collection of Statistic Act, 2008 and Collection of Statistics Rule 2011
Electricity Act, 2003 with as applicable guidelines & rules

Food Safety & Standards Act, 2006 & Food Safety and Standards (Licensing
and Registration of Food Businesses) Regulations, 2011

Foreign Trade (Development & Regulation) Act, 1992 with as applicable
guidelines & rules

Information Technology Act, 2000 with as applicable guidelines & rules
Legal Metrology Act 2009 with as applicable guidelines & rules

Public Liability Insurance Act, 1991 and Public Liability Insurance Rules, 1991
Rajasthan Electricity (Duty) Act 1962 and Rajasthan Electricity {Duty) Rules,
1970

Research And Development Cess Act, 1986 and Research And
Development Cess Rules, 1996

Other state or local laws where company is having manufacturing facilifies,
offices or places from where it operates its business

Specific Labour Laws:

Factories Act, 1948

Industrial Dispute Act, 1947

The Payment of Wages Act, 1934

The Minimum Wages Act, 1948

Employee’s State insurance Act, 1948

The Employees Pravident Fund and Misc. Provision Act, 1952
The Payment of Bonus Act, 1965
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The Contract Labour (Regulation and Abolition) Act, 1970
The Maternity Benefit Act, 1941
The Child Labour Prohibition and Regulation Act, 1986
The Industrial Employment (Standing Orders) Act, 1946
The Employees Compensation Act, 1923
The Apprentices Act, 1961 and Apprenticeship Rules, 1992
The Equal Remuneration Act, 1976
» The Employment Exchange (Compulsory Notifications of Vacancies) Act,
1959
o The Competition Act, 2002
o Sexual Harassment of Women at Workplace (Prevention, Prohibition and
Redressal] Act, 2013 and Sexual Harassment of Women at Workplace

(Prevention, Prohibition and Redressal) Rules, 2013

L e e @ L ] e @

We have also examined compliance with the applicable clauses of the following:
(i) Secretarial Standards issued by the Institute of Company Secretaries of India

During the period under review the Company has complied with the provisions of
the Act, Rules, Regulations, Guidelines, Standards, etc. menfioned above.

We further report that:

As per the explanction given by the Company, all the existing related party
iransactions of the Company with its related parties are in the ordinary course of
business and on arm's length basis or as per the contracts existihng on the
commencement of the Act., 2013 and have been approved by the Audit
Commitiee, where applicable.

The Board of Directors of the Company is duly constituted with proper balance of
Executive Directors & Key Managerial Personnel (KMP), Non-Executive Directors
and Independent Directors. The changes in the composition of the Board of
Directors that took place during the period under review were carried out in
compliance with the provisions of the Act.

Adequate notice is given to all Directors te schedule the Board Meetings, agenda
and detailed notes on agenda were sent ai least seven days in advance, and a
system exists for seeking and obtaining further information and clarification on the
agenda items before the meeting and for meaningful participation at the
meeting.

\
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commensurate with the size and operations of the Company to monitor and

ensure compliance with applicable laws, rules, regulations and guidelines.

During the period under review the Company has complied with the provisions o f
the Act, Rules, Regulations, Guidelines, Standards, etc. mentioned above.

We further report that during the audit period there were no major events which
had bearing on the Company's affairs in pursuance of the above referred laws,
rules, regulations, guidelines.

Place: Mumbai
Date: 315 May 2018 For Uma Lodha & Co.
Practicing Company Secretaries

ﬂv/ Propri ,or/

ACS/FCS No.: 5363
C.P. No.2593

Note: This report is to be read with our letter of even date which is annexed as
‘ANNEXURE B(i}' and forms an integral part of this report.
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To

ANNEXURE B(i)'

The Members
M/S. VARROC ENGINEERING LIMITED

Our report of even date is to be read along with this letter.

Maintenance of secretarial record is the responsibility of the management
of the company. Our responsibility is to express an opinion on these
secretarial records based on our qudit.

We have followed the audit practices and processes as were appropriate
to obtain reasonable assurance about the correctness of the contents of
the Secretarial records. The verification was done on test basis to ensure
that correct facls are reflected in secretarial records. We believe that the
processes and practices, we followed provide a reasonable basis for our
opinion.

We have not verified the correctness and appropriateness of financial
records and Books of Accounls of the company.

Where ever required, we have obtained the Management representation
about the compliance of laws, rules and regulations and happening of
events etc.

The compliance of the proviéions of Corporate and other applicable laws,
rules, regulations, standards is the responsibility of management. Qur
examination was limited to the verification of procedures on test basis.

The Secretarial Audit report is neither an assurance as to the future viability
of the company nor of the efficacy or effectiveness with which the
management has conducted the affairs of the company.

Place: Mumbai
Date: 31t May 2018 For Uma Lodha & Co.

Practicing Company Secretaries

Preprietor

o~ o
ACS/FCS No.: 5343
C.P. N0.2593




ANNEXURE-III to Board Report

Disclosure of remuneration and other details as required under Section 197(12) of the Act read with
Rule 5(1) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014-

A. Ratio of remuneration of each Director to the median remuneration of the employees of the Company
for the FY 2017-18 as well as the percentage increase in remuneration of each Director, Chief Financial
officer, Company Secretary is as under:

Name of Director / KMP Designation Remuneration Ratio to % changein
(% in million) Median Remuneration
Remuneration | over previous
year
Mr. Naresh Chandra Chairman 0.67 N.A. 6.70%
Mr. Tarang Jain Managing Director 47.52 16911% 20%
Mr. Arjun Jain* Whole-time Director 4.64 1651% 20%
(for part of the year)
Mr. Gautam Khandelwal Independent Director 3.50 N.A. #
Mr. Marc Szulewicz Independent Director 5.00 N.A. S
Mrs. Vijaya Sampath Independent Director 3.50 N.A. S
Mr. Vinish Kathuria Independent Director 0.88 N.A. $
Mr. Ashwani Maheshwari | Whole-time Director 14.74 5246% 11.92%

* for part of the year # This is the first year company has paid commission. $ This is the first year of their
appointment and therefore this is not applicable.

Note: For above calculation, remuneration includes siting fee and commission. Commission relates to the
financial year ended 31t March 2018, which will be paid during FY 2018-19.

The Percentage increase in remuneration of Mr. Rakesh Darji, Company Secretary is 7%. Mr. T R
Srinivasan, Group CFO has joined during the year 2017-18 and therefor percentage increase is not
applicable.

Percentage increase in median remuneration in the FY 2017-18: 4.27% 4.27%
Number of Permanent employees on the roll of the company as on 31st March 5034
2018

Comparison of average percentile increase in salary of employees other than the

managerial personnel and the percentile increase in the managerial remuneration 9.64%

% change in remuneration Average percentile increase in Salary of employees other
than managerial personnel

Average percentile increase in remuneration of managerial personnel 11.4%

F. Affirmation:

It is affirmed that the remuneration paid to the Directors, Key Managerial Personnel and other
employees is as per the Remuneration Policy of the Company.

G. Justification for Average increase in Salary

The average increase in Salary is in line with average industry standards and comparable to the
prevalent mark




ANNEXURE-IV to Boards Report

ANNEXURE =}V

INFORMATION AS PER SECTION 134 (3)(m) OF THE COMPANIES ACT,
2013 READ WITH RULE 8(3) OF THE COMPANIES (ACCOUNTS) RULES,
2014 AND FORMING PART OF THE DIRECTORS’ REPORT FOR THE YEAR
ENDED 31T MARCH 2018

A) CONSERVATION OF ENERGY

During the year under review, the wind mills installed by the Company at Satara and
Supa in Maharashtra State and Badabaugh in Rajasthan State, generated 75,83,756
units of electricity (including 6085189 units of captive consumption). The Company
earned an income of ¥ 51.26 million (including captive consumption ¥ 42.70 million)
from generation of wind power.

Further, Solar Plant installed by the Company at Shivaji Nagar, Distt. Dhule,
Maharashtra State generated 6,703,123 units of electricity. The said units were
captively consumed by the Company. The total amount of captive consumption is
44.42 Million.

The Company ensures that the manufacturing operations are conducted in the manner
whereby optimum utilization and maximum possible savings of energy is achieved.

i) THE STEPS TAKEN OR IMPACT ON CONSERVATION OF ENERGY:

e Capacitors provided to maintain power factor to unity

Provided VFD for dust collector

Compressed Air line leakages identification and rectification

Modification of hydraulic power pack circuit

e Energy efficient LED lamp- Replacement of 216 watt tube sets with 120 watt LED Lamp sets
in Press Shop, Heat treatment, Tool Room

e Centralized cooling system - Installation of Evaporative air cooling systems to replace 5 nos.
exhaust fans and 2 stand fans

¢ IBH coil modification for energy consumption reduction from 4000 KW coil to 3400 KW coil

e Stop Idle run of hyd. Motor - Hyd. power pack idle run stop by modification of logic

e Introduce variable speed drive for 15-ton crane - VFD installation for 15-ton crane raw
material yard, VFD installation for IBH pusher motor & Cooling tower.

e Centrlized cooling system for press shop office- Installation of Evaporative air cooling
systems to replace 3 nos. of AC

¢ Plate Type Heat Exchanger in place of Chillers

e Kaeser DSD 238 Screw Replacement

e VFD to Air Compressor DSD 238

e VFD to Hydraulic power packs

e Air booster to be fitted on SQF furnace in Heat Treatment 1.2 lacks

e Air supply to be controlled by timer to save air and energy at Machine Shop.

e Submersible pumps to be provide at Cooling Towers.

e At Shot Blasting VFD to be installed for blast wheel.

e At machine shop Energy saver valve to be installed before air gun to control air pressure to
reduce air and energy consumption



e Harmonic Filter to be installed to control; harmonic.

¢ New APFC capacitor panel installed to optimize power factor & to reduce losses.

e Gravity Chute Installed & Conveyors removed

e Provided interlock to hydraulic motors of CNC Machine

e Hydraulic interlock provided for idle running of machines

e Interlock adds for Centerless Grinding machines for programming modification done for idle
running

e 11W CFL Inspection lights replaced with 8W LED

e Street Light Sodium vapor lamps replaced with LED-45W

e Water Cooler installed instead of AC for Electrical Panel

Auto ON & OFF control system provided at New STP Plant

Auto ON & OFF control system provided at New ETP / ZLD Plant

Use of LED Indication lamps on Machine & Control Panels

LED fittings install at Transformer Area / DG — LT Room

e Modified Air Line main header installed to reduce load on compressors

e Continuous monitoring of power usage throughout the year.

The adoption of the above energy conservation measures has helped to curtail the power
requirement. This has made it possible to maintain cost of production at optimum level. The impact
of measures taken above for conservation and optimum utilization of energy are not quantitative, its
impact on cost is not ascertained accurately.

ii) THE STEPS TAKEN BY THE COMPANY FOR UTILIZING ALTERNATE SOURCE OF ENERGY

e The Company has initiated the roof top solar mechanism for alternate source of energy
e The Company is exploring the use of green source power like solar and/ or wind in plants as
an alternative source to thermal power.

(iii) THE CAPITAL INVESTMENT ON ENERGY CONSERVATION EQUIPMENTS

e An amount of ¥1.50 Crore is proposed to be spent in FY 2018-19 for energy conservation
equipment.

e The proposed capital investment on energy conservation equipment for Solar during 2018-19
would be ¥ 6.31 crore approx.

B) TECHNOLOGY ABSORPTION

(i) Efforts made towards technology absorption:

The Company's products are manufactured by using in-house know how and no
outside technology is being used for manufacturing activities. Therefore, no
technology absorption is required.

(i) The benefits derived like product development, cost reduction or import substitution:

The products manufactured by the Company have been well received and accepted
by customers.

(iif) In case of imported technology (imported during the last three years reckoned from
the beginning of the Financial Year) : Not applicable



(iv) Expenditure on R & D:

(X in Mio)
Particulars 2017-18
Capital 55.5
Recurring 385.9
Total 441.4
Total R&D expenditure as a Percentage of total 5.11%
turnover ' °
C) FOREIGN EXCHANGE EARNINGS & OUTGO
Actual Foreign Exchange used and earned:
Sl No Item Amount
(T in Mio)
A Used for:
1 Capital Goods 220.43
2 Raw Materials 1054.72
3 Components, Stores & Spares 32.19
4 Foreign Travels 8.31
5 Consultancy Charges 33.34
6 Interest on Term Loans 42.19
7 Royalty 0.63
7 Others 73.27
TOTAL 1465.08
B Earned:
1 Exports 1747.09
2 Others 114.49
TOTAL 1861.58

FOR AND ON BEHALF OF THE BOARD OF DIRECTORS
VARROC ENGINEERING LIMITED

Mooz n

Place : Mumbai
Date : August 07, 2018

NARESH CHANDRA

CHAIRMAN
DIN : 00027696

<Ananr—r



Management Discussion and Analysis

1. ECONOMIC ENVIRONMENT
Global economic overview

Global economic growth for 2017 is at 3.8% and is projected to be 3.9% in both 2018 and 2019. The pickup in growth has been broad-
based, with notable upside in Europe and Asia. The GDP growth reflects positive contributions from personal consumption expenditures,
fixed investments, and state and government spending. In the near term, activity in both advanced economies and emerging economies is
expected to accelerate. Along with China, several other emerging market and developing economies will also do better this year-that group
includes Brazil, Mexico, and emerging Europe, according to IMF.

On the downside, the early February 2018 market turbulence and the equity market correction in March following the US tariff announcement
on steel and aluminum and a range of Chinese products, as well as the announcement by China of retaliatory tariffs on imports from the
US, serve as a cautionary reminder that asset prices can correct rapidly. Aging populations and lower projected advances in total factor
productivity may challenge the future growth prospectus of advanced economies.

(Source: World Economic Outlook - April 2018, IMF)

Global GDP Growth (%)

Global & Regional Growth Scenarios - 2018
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Source: World Economic Outlook - April 2018, IMF

India economic overview

India’'s GDP increased 6.7 per cent in 2017-18 and is expected to grow 7.3 per cent in 2018-19. The acceleration of structural reforms, the
move towards a rule-based policy framework and low commodity prices had provided strong growth impetus over the past couple of years.
Recent deregulation measures and efforts to improve the ease of doing business have boosted foreign investment. India is expected to be
one of the top four economic powers of the world over the next decade or so.

India’s GDP (%)

In the medium term, CRISIL expects the pace of economic growth is likely to pick up, as structural reforms — such as the GST and the
Bankruptcy Code, aimed at de-clogging the economy and raising the trend rate of growth — begin to impact the economy. Assuming that

India’s GDP Growth %
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Source : CSO World Bank, IMF
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Management Discussion and Analysis

the monetary and fiscal policies remain prudent, these reforms would lead to efficiency gains and improve the prospects for sustainable high
growth in the years to come. An improving macroeconomic environment (softer interest rate and stable inflation), urbanization, a rising middle
class and business-friendly government reforms will drive growth in the long term.

The major factors which could impact the progress that the Indian economy is making are the direction in which oil prices move, the political
outcome in the upcoming elections later this year, poor monsoon and the exchange rates.

2. INDUSTRY OUTLOOK

Our business is directly related to our customers’ vehicle sales levels across various segments. Automotive sales are highly cyclical and
depend on general economic conditions and other factors, including consumer spending and preferences, as well as changes in interest
rate levels, consumer confidence and fuel costs.

We have two primary business lines, namely (i) the design, manufacture and supply of exterior lighting systems to passenger cars OEMs
worldwide (our “Global Lighting Business”), which we undertake through our subsidiaries forming part of the VLS group and (i) the design,
manufacture and supply of a wide range of auto components in India (our “India Business”), primarily to two-wheeler and three-wheeler
OEMs, Our India Business offers a diversified set of products across three product lines, namely Polymers/Plastics, Electrical/Electronics
and metallic components. In addition, we have Other Businesses, which include the design, manufacture and supply of two-wheeler lighting
to global OEMs (TRIOM) and under carriage forged machine components for OHVs and drill bits for the oil and gas sector (IMES).

i) Global Lighting Business

Global passenger cars (“PC”) and light commercial vehicles (“LCV”), markets

During the 2016-2021 period, mature markets such as North America and Europe are expected to grow steadily ata CAGR of 1.6% to
2.0% as per Yole. It also expects that, the Japanese market will continue to decline with the development of megacities and the
reduced need to have a personal car. South American and African markets will also keep declining until 2021-2022, by when a new
growth cycle is expected to start. The growth in China will slow down with a CAGR of 3.4%, while India, Korea and the rest of Asia
are expected to grow at a CAGR of 5.3%, 2.4% and 2.5% respectively.

Regarding future trends, global PC and LCV sales are expected to reach 99 million units in 2021 at a CAGR of 2.0% during the
period 2016-2021. The growth will be driven by emerging markets where GDP growth per capita will enable more households to
purchase their first car.(Source-Yole)

Global Automotive Exterior Lighting market

The global automotive exterior lighting market generated USD 17.8 billion in terms of revenue in 2016 and grew at a CAGR of 4.5%
during the period 2011-20186. It is expect to grow at a CAGR of 4.3% during the period 2016-2021, which represents a higher
CAGR than global passenger vehicle and light commercial vehicle sales, which grew at a CAGR of 3.8% during the period 2011-
2016 and is expected to grow at a CAGR of 2.0% during the period 2016-2021.

The higher growth is mainly driven by increase lighting content per vehical due to increased penetration of new technology like light-
emitting diodes (“LEDs”) that will increase the value of lighting systems compared to existing technologies and increased importance
of lights as a selling point.

Key Industry trends

The following key trends in the industry will have an impact on automotive exterior lighting:
= advanced driver assistance system (“ADAS”) (and autonomous vehicles);

= increased connectivity;

= CO2 emission reduction;

= vehicle electrification; and

= shared mobility.

The key priorities for vehicle manufacturers is the consumer-driven demand for style, safety, reliability, and energy efficiency, as well
as increasingly demanding regulatory standards. This translates into a constant focus on core competencies, such as powertrain (i.e.
main components that generate power and deliver it to the road surface) and structure of the vehicle. OEMs will now have to develop
and implement increasingly complex electronic, optoelectronic, software, and communication systems, and will need to collaborate
with new suppliers and industries in order to do so. Upcoming technologies such as LED, 3D Lighting, AFS, Matrix and Laser will
also lead to high-growth, high-margin products that further bolster the growth of the industry.

ii) India business

Indian Two Wheeler Sector

According to CRISIL Research, India is the second largest two-wheeler market in the world. The production of two-wheelers in
India grew at a 5% CAGR between FY2012 and FY2017. While domestic sales grew at a faster 6% CAGR, the export demand
was subdued at a 4% CAGR.Overall domestic two-wheeler production is estimated to grow at a robust pace of 8-10% CAGR in the
next three years to reach around 26.3 million units by FY2020. Domestic sales, which forms approximately 85% of total production,
is also estimated to grow at a similar pace of 8-10% during the period. On the other hand, it estimates exports to grow at a faster
pace of 9-11% from the low base of FY2017.

Higher GDP growth and lower inflation will lead to better affordability, measured by an increase in disposable incomes. CRISIL
Research expects affordability to improve, especially in rural areas, as a result of better crop output due to a better monsoon. Muted
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interest rates will further aid demand. Moreover, it expects the cost of ownership to rise moderately on account of vehicle price hikes,
offset by a decline in prices post GST imposition.

Indian Three Wheeler Sector

India is one of the largest exporters of three-wheelers, and major players are continuously expanding their distribution reach in
other countries to boost exports growth. Major export markets include emerging markets like Africa, South East Asia and Latin
America.lssuance of fresh permits, availability of funding, replacement demand, favorable CNG economics and demand from cab
aggregators for three wheelers are driving the domestic growth for the three wheelers. Strong demand for Three Wheelers is seen
from international markets, due to the rising demand for last-mile connectivity because of the lack of well-developed public transport
systems.

Between FY2017 and FY2020, the three-wheeler sales to increase at a 13-15% CAGR, because of moderate domestic growth of
8-10% CAGR and a healthy exports growth of 20-22% CAGR.

iii) Opportunities for Varroc

The increases the lighting value and lighting content per car as a result of technological improvement and upgradation presents a big
opportunity for our lighting business. Going forward we will continue to focus on high growth markets and customers where we can
increase customer revenue and on improving operational efficiency across our businesses. We will continue to invest in our R&D,
design, engineering and software capabilities in order to capitalize on future trends.

The Indian two and three-wheeler industry is expected to grow at a promising rate in the near term supported by a buoyant economy
with rising rural income. In addition, There are significant opportunities created by the future safety and emission norms for our
Electrical and Lighting divisions. All of these factors are likely to support our growth going forward.

3. OUR STRATEGIES
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a)

b)

c)

d)

Focus on high growth markets for our Global Lighting Business

The global exterior automotive lighting market is expected to grow at a CAGR of 4.3% between 2016 and 2021 (Source: Yole). Such
growth is driven by the trend towards autonomous driving and connectivity between cars, with lighting becoming an increasingly
prominent design and aesthetic feature, as well as playing a critical role in safety requirements and lighting technologies playing
a greater role in energy efficiency and design flexibility. As such, we are looking to expand our market share in the global exterior
automotive lighting market, including projection systems, signalling functions and electronics.

Historically, while part of Visteon, our Global Lighting Business had relationships with customers such as Jaguar Land Rover and a
central European car manufacturer. Since our acquisition of Visteon's lighting business in 2012, we have grown our relationships with
existing customers and expanded our customer base to include new OEMs such as the VW Group, Renault-Nissan-Mitsubishi and
Volvo Truck. With our cost efficient and global manufacturing footprint, we are well-positioned to continue to serve our customers’
needs across different car models and geographies. Through our China JV, we currently have two plants and two R&D centers in
China. We target global platforms with global OEMs, as well as the local SUV and the growing electric car segments.

Focus on increasing customer revenue for our India Business

India is the second largest two-wheeler manufacturer in the world (after China), growing at a 7% CAGR during calendar years 2013
to 2016, with domestic sales of 17.7 million units in 2016, whilst China’s sales fell at a 10% CAGR during the same period. Overall
domestic two-wheeler production is expected to grow at a robust pace of 8-10% CAGR in the next three years to reach around 26.3
million units by FY2020. (Source: SIAM and CRISIL Research). The primary demand drivers for the Indian domestic two-wheeler
industry are improving affordability and lower cost of ownership, whilst the key growth drivers for two-wheeler industry exports are
rising crude oil prices and a focus on other markets. Given the high exposure of two-wheelers in rural areas, they depend, in turn, on
trends in rural incomes and infrastructure.

In addition to benefiting from the overall growth in the Indian two-wheeler and three-wheeler markets, we also intend to increase
our revenue with our existing customers by expanding the array of our existing products that we supply to them and by continuing to
develop technology solutions aligned with their needs. Our pan-India manufacturing footprint provides us with the ability to be close
to our customers across key automotive manufacturing hubs in India, and we seek to foster customer loyalty by being closely attuned
to each of their needs. For example, knowing that just-in-time delivery is especially important for polymer products, all our polymer
plants are located very close to our customers in order to best service their needs.

Continue to invest in our R&D, design, engineering and software capabilities in order to capitalize on future trends

We plan to continue expanding our R&D, engineering and software development capabilities in order to capture future growth
trends. We seek to expand our capabilities in a cost efficient manner, by focusing on low-cost geographies nearby major automotive
markets, in order to expand our capabilities in a cost-efficient manner. For example, in India we established a R&D facility specifically
catering to VLS, which provides support to our core R&D facility in the Czech Republic. Moreover, we established a new R&D facility
in Poland which started operations in 2018.

Pursue strategic joint ventures and inorganic growth opportunities

We intend to actively pursue acquisitive opportunities and strategic alliances with targets that are complementary to our business. We
are mainly focused on growing existing product lines, such as automotive lighting and electronics for the global exterior automotive
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lighting market, in key markets including North America. While we will continue to focus on the polymer, electrical and metallic
businesses within India, we will also continue to be disciplined in evaluating complementary businesses in India to increase our focus
on other segments if necessary. In particular, we will seek to make acquisitions that provide us with access to new technologies, or
new customers, or new geographies. For example, we have recently acquired Team Concepts, a manufacturer of auto accessories
in Bangalore with Japanese OEMs as key customers, and an exterior automotive lighting company based in Turkey.

We have historically entered into joint ventures and agreements with a number of partners in order to ensure we gain access to
new technologies, advanced manufacturing know-how, and access to new customers and geographies. For example: (i) with the
acquisition of Visteon, we acquired a substantial portion of assets comprising of the lighting business of Visteon Corporation and
we subsequently acquired Vieston’s 50% shareholding in a joint venture with TYC, established for the manufacture and sale of the
automotive and motorcycle lighting systems and components in China; (i) we entered into a joint venture with Dell'Orto S.p.A. in
India, in which we have 50% shareholding, for the production, marketing and sale of electronic fuel injection control systems globally,
with the exception of Europe and China. (jii) we entered into a tripartite technical and marketing support agreement, through which
we receive support in Europe regarding the development, sales, marketing, logistical support and engineering of engine valves and
other vehicle components; and (iv) in January 2018 we signed a letter of intent regarding the development of catalytic converter
technology for use in India that would comply with the BS-VI emission standards and future legislation.

e) Focus on operational efficiency

We also focus on operational efficiency in order to improve returns in a rapidly changing technological environment. Within each
production facility in India and internationally, we have sought to improve efficiencies, streamline our capacity and asset utilisation
and manage our capital expenditure.

We apply a lean manufacturing standard in the Global Lighting Business, which we refer to as the Varroc Excellence System (“VES").
VES is structured to boost industrial efficiencies and increase profits and operating cash flows by reducing costs and eliminating
waste in excessive stocks, workforce and processes. Through the VES, VLS aims to achieve operational excellence by meeting
our key goals of “Superior Quality”, “Lowest Cost”, “Timely Delivery” and “Highest Motivation”, which we pursue through the three
pillars of flow management, people development and quality enhancement. By focusing on these elements, we seek to achieve: (i)
zero defects, by implementing scheduled maintenance and monitoring in order to detect and remove the causes of such defects; (ii)
zero waste, by reviewing manufacturing methods to manage and minimize excess produce; (jii) zero lead time, by managing product
processes and delivery times; and (iv) zero accidents, by focusing on training and safety.

For our India Business, we have implemented total preventive maintenance (“TPM") in order to help ensure high quality, low costs
and on-time delivery for our customers. Our TPM initiatives focus on improving the efficiency of production and support functions
by identifying and eliminating losses. For example, on the shop floor, we conduct activities to eliminate major losses that affect
equipment and achieve higher OEE, production per hour, production per headcount and lower costs. We have also received TPM
Awards for our 12 plants from our largest customer, Bajaj, during 2008-2014. The practices which we have put in place at our
manufacturing plants, Business Units and at group level are, among others, (i) the development of the periodic TPM audit system in
2011 to ensure the effective implementation and improvement of the TPM system, (ii) the development of TPM knowledge through
the preparation of a methodology manual and (jii) the TPM pillars awareness book in 2014.

4. PERFORMANCE REVIEW
i) Highlights of Consolidated results
The analysis of the performance of the Consolidated financial of the company on key financial parameters is summarised below:
Profit and loss account
Revenue from operations
Our revenue from operations increased by 8.0% to 103,785 million in FY2018 from X 96,085 million in FY2017, primarily as a result of an
increase in sales across all businesses.Contributing to our increased revenue from overseas operations was a 2.5% appreciation in the Euro
and 3.9% depreciation in the US Dollar for the purposes of consolidating our offshore revenues.
Other Income
Other income decreased by 58.8% to ¥ 386 million in FY2018 from X 937 million in FY2017, primarily because of an exchange loss of X
254 million in FY2018, in contrast to an exchange gain of ¥ 265 million in FY2017.
Expenses
Raw Materials Costs
The raw materials costs increased by 5.7% to ¥ 63,827 million in FY2018 from X 60,368 million in FY2017, which was mostly in line
with an increase in our revenue of approximately 8%.
Excise Duty
The excise duty of ¥ 996 million in FY2018 was not comparable with excise duty of ¥ 3,098 million in FY2017, on account of the

introduction of the Goods and Service Tax, which took effect from July 1, 2017 and consequent abolishment of Excise Duty.

Employee Benefits Expense
The employee benefits expense increased by 9.1% to X 13,135 million in FY2018 from X 12,037 million in FY2017, primarily due to

Annual Report 2017-18 37



Management Discussion and Analysis

an increase in the number of employees (which resulted from a need to manage the increase in volume of operations) and the impact
of annual salary increments.

Depreciation and Amortisation Expense
The depreciation and amortisation expense increased by 14.6% to I 3,865 million in FY2018 from ¥ 3,371 million in FY2017,
primarily as a result of capital expenditure at VLS and across our manufacturing facilities located in India.

Finance cost other than imputed interest cost on CCPS

The finance costs other than imputed interest costs on CCPS remined at same level in spite of higher revenue, primarily as a result
of improved cash generation on account of an increase in revenue, albeit this increase was mitigated somewhat by finance costs
attributable to capital expenditures.

The imputed interest cost on CCPS was nil in FY2018 due to conversion of CCPS into equity shares in March 2017.

Other Expenses

The other expenses increased by 15.5% to X 17,051 million in FY2018 from X 14,765 million in FY2017, which was partially in line
with our increased sales of approximately 8%. This increase also reflected an increase in R&D costs for VLS and an exchange loss
of T 254 million in FY2018 (as compared to an exchange gain of ¥ 265 million in FY2017).

Tax Expense

The total tax expenses increased to X 618 million in FY2018 from X 238 million in FY2017. Our total tax expenses increased mainly
on account of an increase in profit before tax, reduction in weighted deduction of R&D expenses in india from 200% to 150% and
reduction in tax benefits in Czech Republic in FY2017 for capital expenditure.

Profit for the Year
Primarily for the reasons stated above, our profit for the year increased by 48.6% to ¥ 4,508 million in FY2018 as compared to I
3,034 million in FY2017.

Balance Sheet

Net Worth
Net Worth increased to 28,488 million from 22,055 million in FY2017.

Net Asset Value per share
The Net Asset Value per share has increased to X 211 per share at the end of FY2018 share from X 164 per share at the end of
FY2017

Borrowings
Gross borrowings decreased to X 11,990 million fromX 15,130 million at the end of FY2017. The net debt as at the end of FY2018
was atX 8,701 million as againstX 11,590 million at the end of FY2017. the reduction in Borrowings was due to incremental Free
Cash Flows.

Debt-to- Equity Ratio
Net Debt to Equity Ratio for the company is at 0.3x as at the end of FY2018 as compared to 0.5x in FY2017.

ii) Highlights of Standalone results

Standalone Revenue from operations rose 15.6% to 20,955 million, up from 18,121 million in FY 2017
EBITDA for the standalone business grew by 27.9% to 2,469 million while EBITDA margin is at 11.8%
Profit After Tax for the Standalone entity was at ¥ 698 million, an increase of 66.2% over FY2017

Net worth at the year end increased to X 10,115 million from ¥ 9,472 million as at the end of FY2017

iii) Highlights of results of VarrocCorp Holding B.V., The Netherlands (VCHBV)

VCHBYV is the holding company for our lighting business outside India. Results of Varroc TYC Corporation BVI, are not consolidated line-by-
line and only net results, at PAT level, are included in the analysis below. The Consolidated performance of VCHBYV is as follows :
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VCHBYV Revenue from operations rose 2.6% to 61,682 million, up from 60,096 million in FY 2017
EBITDA for the entity grew by 36.2% to 4,787 million while EBITDA margin is at 7.7%

Profit After Tax for the year was at ¥ 3,266 million, an increase of 32.1% over FY2017
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5. RISK MANAGEMENT

The current economic environment, in combination with significant growth ambitions of the Company, carried with it an evolving set of risks.
It counters the impact of unfavourable internal and external events and attempts to ensure business continuity across different stages of the
economic cycle. The Company's risk management processes ensure that the Company accepts risks as per the boundary conditions based
on its risk appetite. The Company is primarily engaged in the business of manufacturing auto components relating to automobiles sector
which is a cyclical industry where global liquidity, government policies, government spending, competition and corporate sentiments have
a huge bearing on the industry’s prospects, and the long-term success of the Company depends mainly on the existence of a robust risk
identification and mitigation process. The Company recognises that these risks need to be managed to protect its customers, employees,
shareholders and stakeholders, to achieve its business objectives and enable sustainable growth. Our risk management framework reduces
the volatility due to unfavorable internal and external events, facilitates risk assessment and mitigation procedures, lays down reporting
procedures and enables timely reviews by the management. The Audit Committee of the Board oversees implementation and effectiveness
of the risk management processes. Business level risks and their mitigation plans for each business unit are reviewed periodically by the risk
management committee. This section provides an overview of the key risks and control framework and its approach to risk management.

The following section discusses some of these risks :

m Description and mitigation

Pricing pressure from customers | Pricing pressure from customers may adversely affect our gross margin, profitability and ability to
increase our prices, which in turn may materially adversely affect our business, results of operations
and financial condition. Our customers generally negotiate for larger discounts in price as the volume
of their orders increase. In addition, substantially all our products are customised to specific customer
requirements, which requires us to incur significant costs in setting up our capabilities to manufacture
these products.

We believe that we have high pricing power given the following factors: a concentrated market
with few number of players, low lighting cost (as a percentage of car cost) and the importance of
technology and design which prevents entry of new players. Additionally, we are continuously working
towards achieving sufficient production cost savings to offset price reductions by the customers.
These reductions are through improved operating efficiencies, new manufacturing processes,
sourcing alternatives and other cost reduction initiatives etc.

Market Risk Market risk is the risk of loss related to adverse changes in market prices, including commodity risk
and interest rate risk. We are exposed to interest rate risk, commodity risk, foreign exchange risk and
inflation risk in the normal course of our business.

We follow established risk management policies to mitigate these risks.

We are exposed to risks in respect of price and availability of certain commodities that we use in
the process of manufacturing our products. This risk is mitigated to some extend as we primarily
purchase raw materials back-to-back and in line with the terms and prices that are agreed with our
customers for our India business. For our international business, we typically agree a fixed per-unit
price for raw materials for each purchase order, and thus bear the raw material price risk for such
purchase order.

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Our exposure to the risk of changes in market interest
rates relates primarily to the fluctuation of the prevailing market interest rates relating to our long-term
debt obligations with floating rates. We continuously monitor our borrowing levels and the cost of
funding these loans. We have also been able to lower our borrowing costs for a variety of reasons,
including, in particular, the improvement of our credit rating in India as our financial strength has
improved, which has allowed us to access cheaper sources of credit, commercial paper in particular.
Additionally, decreasing interest rates have allowed us to refinance loans as they come due with
cheaper sources of funding

Changes in currency exchange rates influence our results of operations. We have designated certain
derivative instruments as cash flow hedges to mitigate the foreign exchange exposure of forecasted
highly probable cash flows. For our Indian operations, we enter into forward contracts, in order to
cover our foreign currency exposure, especially in the case of exports.

Credit Risk Credit risk is the risk that a counterparty will not meet its obligations under a financial instrument
or customer contract, leading to a financial loss. We are exposed to credit risk from our operating
activities, primarily from trade receivables. We typically have credit terms of 45 to 60 days with
customers of our Global Lighting Business and of 15 to 60 days with customers of our India Business,
save that our exports from India typically give customers 90 to 170 days credit terms. Most of our
largest customers have high credit ratings, which helps to mitigate credit risk.

Customer credit risk is also managed by the group’s established policies, procedures and control
relating to customer credit risk management. Further, our customers include marquee OEMs and tier
one companies, which have long standing relationship with us. Outstanding customer receivables are
regularly monitored and reconciled.
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Risk type Description and mitigation

Loss of major customers Our business is dependent on certain major customers, with whom we do not have firm commitment
agreements. Significant reduction in purchases by any of our major customers, or a lack of commercial
success of a particular vehicle model or lack of commercial success of such model, of which we are a
significant supplier could adversely affect our business, results of operations and financial condition.

At Varroc, we strive to meet our customer requirements with our QCD program. We always strive
to remain competitive through our R&D efforts and with respect to technology, design and quality.
In addition, our success in expanding our business also depend on significant investments in our
R&D capabilities, in order to support our growth and business strategy. We have been continuously
investing in our R&D capabilities.

Safety Risk/ Cyber Risk The Company is committed to conduct all its activities in such a manner so as to avoid harm to
employees and the community.

At Varroc, the use of information and telecommunication technologies are increasing, resulting in
greater security threats to its digital infrastructure. These impacts may include the loss of sensitive
data or information, legal and regulatory breaches and reputational damage.

The Company continues to strengthen its cyber security policies, standards, technical safeguard,
ongoing monitoring of new and existing threats and IT security awareness initiatives which include IT
disaster recovery, emergency response and business continuity management capabilities to enable
reduction of impact of any cyber-security event.

Regulatory The Company recognises that timely compliance with the ongoing frequently changing regulatory
Compliance requirements can at times be challenging, and therefore will:
Risk

= Strive to understand the changing regulatory standards, so as to strengthen its decision-making
processes and integrate these in the business strategy of each of the segments in which it opeates

= Drive business performance through the convergence of risk, compliance processes and control
mechanisms to ensure continued operational efficiency and effectiveness

Political Risk Social / Civil unrest, act of terrorism within India or internationally can have an impact on the
Company's operations. Political and civil unrest and tensions globally may have an impact on the safe
and timely execution of projects, which may have financial implications.

We review the our risk management practices and activities on a quarterly basis. This included a
review of risks to the achievement of key business objectives covering growth, profitability, talent
aspects, operational excellence and actions taken to address these risks.

6. INTERNAL CONTROLS

The Company has an adequate system of internal controls implemented by the management towards achieving efficiency in operation,
optimum utilisation of the Company’s resources and effective monitoring thereof and compliance with applicable laws and regulations.

The Company's internal audit department conducts regular audits to ensure adequacy of internal control systems, adherence to management
instructions and compliance with laws and regulations of the country, as well as to suggest improvements. The Internal Audit Function
provides assurance to the Board and Senior Management in the various Businesses and Functions that the system of internal control
deployed is appropriately designed to manage the key business risks and is operating effectively. Audit plans, internal auditor's observations
and recommendations, significant risk areas assessments and adequacy of internal controls are also periodically reviewed by the Audit
Committee. The Company has an ERP system - SAP, to have better internal control systems and flow of information. Further, the Company
adheres to rules and regulations of ISO.

7. ENVIRONMENT, HEALTH AND SAFETY

Health, employee safety and the environment is among our top priorities and is seen as both a right and a responsibility for all our employees.
We take initiatives to reduce the risk of accidents and prevent environmental pollution through implementing a five-pronged environment,
occupational health and safety (“EOHS") plan which is based on the requirements of ISO 14001 on OHSAS 18000. First, we seek to
eliminate exposure to serious accidents by identifying hazards and reducing the total number of accidents. Second, we work towards
preserving our industrial assets by achieving compliance with all applicable legal norms. Third, through a systematic approach towards
training and development, we hope to enhance our managers’ skills such that these concerns will be efficiently managed. Fourth, we remain
conscious of the impact our industrial activities have on our environment, and actively monitor and minimize the environmental impact of
our operations. Fifth, we seek to prevent occupational disease and maintain employee health and safety by maintaining industrial hygiene at
work places. We also maintain public liability act insurance for some of our plants and also have a commercial general liability policy for all
our locations in India.

The EOHS plan is implemented on a group level and we are committed to measuring, evaluating and continually improving our EOHS
performance by establishing goals and objectives through regular periodic management reviews and guidance. EOHS performance is
reviewed periodically in order to monitor the EOHS performance of our plants and EOHS strategies are developed to achieve our EOHS
objectives, which include:
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= reduce the dependability of conventional energy sources through the use of renewable energy sources;

= having all our plants in India certified for environmental management systems, in accordance with the requirements of ISO 14001
and OHSAS 18001;

= proactively enriching the EOHS culture within key parts of our organisation;

= having a strong focus on the sustainability of our EOHS system and compliance with the system;

= developing EOHS competency in our organisation;

= having a proactive focus on upcoming legal requirements and internal mechanism of audits; and

= driving sustainability through various initiatives.

a) Health and employee safety

We are committed to maintaining high standards of workplace health and safety and we regard the safeguarding of such interests as
one of our most fundamental responsibilities as an employer. We see safety as both a right and a responsibility for all employees and
we aim to become a zero-accident organisation. Any mishaps or accidents at our facilities or any emission or leakage from our factory
could lead to personal injury, property damage, production loss, adverse publicity and legal claims. It is therefore important that we
maintain the Occupational Health and Safety certification in relation to our management of the safety of our people and property.

As of March 31, 2018, 17 of our plants in India have been certified for environmental management systems, in accordance with the
requirements of ISO 14001 and OHSAS 18001.

b) Environment

In addition to creating initiatives to improve workplace employee safety, we also implement initiatives to reduce the environmental
impact of our operations.

As at March 31, 2018, we have obtained, or are in the process of renewing, all material environmental consents and licenses from
the relevant governmental agencies that are necessary for us to carry on our business. Our activities are subject to environmental
laws and regulations, which govern, among other things, air emissions, wastewater discharges, the handling, storage and disposal
of hazardous substances and wastes, the remediation of contaminated sites and natural resource damages. We have an automated
internal system to track laws applicable to us.

As part of our commitment to the environment, we have set up three wind power plants, totalling 12 windmills with an aggregate
power generation capacity of 8.35 MW. These windmills are located at three different locations, with four windmills at Supa,
Maharashtra with power generation capacity of 1 MW each, six windmills at Satara, Maharashtra with power generation capacity of
0.35 MW each and two windmills at Jaisalmer, Rajasthan with power generation capacities of 1 MW and 1.25 MW each. The power
generated at Supa and Satara is consumed by our plants located at Waluj and Aurangabad and the power generated at Jaisalmer is
sold to Rajasthan Vidyut Board as per the Power Purchase Agreement executed with the Rajasthan and Jodhpur Vidyut Nigams.

We have also set up a solar plant at Shiwaji Nagar Sakri Dist Dhule, which has a power generation capacity of 5 MW. The power
generated by the solar plant is used by our forging plant in Aurangabad.

Further, we have initiated the setup of solar panels at eight of our plants that have sufficient roof space for the installations, with total
power generation capacity of 4.2 MW.

8. HUMAN RESOURCES

We have seen significant enhancement in employee engagement driven by a focused agenda, rewards and recognitions. Our policies and
benefits continue to help us in attracting and retaining best resources.

As of March 31, 2018 we employed 14,209 full-time employees across the globe (excluding those employed at our China JV).

A large number of our employees are members of labour unions. We have in the past entered into labour union agreements, for the mutual
benefit of our employees and our business, as we recognise that employee satisfaction impacts upon productivity, quality of product,
employee engagement and employee discipline. Such agreements have involved, inter alia, agreeing revised wage structures, ex-gratia
payments, attendance bonuses and the provision of or enhancement of insurance policies as a quid pro quo for employee agreement to
adhere to specified disciplinary rules, codes of conduct, rules on absenteeism, productivity and quality standards and other miscellaneous
terms and conditions.

9. CORPORATE SOCIAL RESPONSIBILITY
The Company has engaged in CSR activities for more than two decades and has contributed in the areas like healthcare, education, safe

drinking water, food distribution, women empowerment. etc. We were always been at the forefront of voluntary CSR. Details regarding CSR
initiatives taken by the Company during the year under review is available in the Annexure-| to the Board's Report.
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