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To

The Manager

Listing Department
National Stock Exchange oflndia Limited

Exchange Plaza, 5‘“ Floor,

Bandra Kurla Complex
Banclra (East), Mumbai # 400 051

Scrip Code: IL&FSENGG

Sub: Unaudited Standalone Financial Results for the Quarter Ended December 31. 2018

Ref: Regulation 33 of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015

Pursuant to Regulation 33 ofSEBl (Listing Obligations and Disclosure Requirements) Regulations, 2015,

please find enclosed Unaudited Standalone Financial Results of the Company for the Quarter ended

Dece111ber31,2018 as approved by the Board ofDirectors OFIhe Company in its Meeting held on November

193 2019 aiong with Limited Review Report thereon1 issued by the Statutory Auditors, M Bhaskara R30 &

Co.

The Meeting of Board of Directors 0fthe Company commenced at 1 1.45 am continued till 01.00 pm and

adjourned to 05.00 pm and concluded at 06.30 pm.

Thanking you:

Yours faithfully

For IL&FS Engineering and Construction Company Limited
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J Veerraj'u

Company Sec retary

Encl: as above.
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Particulars Quarter cmlud For the Nine Months ended Vcnr cndctl

31-Dec-18 30-Sep-18 31-Dec-17 31-Dec-13 31-Dec-17 31-Mar-18

(unaudited) (unaudited) (unnudilcd) (unuudilcd) (unaudited) Audited

1. Revenue

(:1) Income from operations 29.738 25.397 44.063 1.04.866 1.24.625 1.86.876

(b) Olhcr income 269 685 1.391 2.122 18.820 25.086

Total Revenue 30.006 26.082 45.954 1.06.989 1.43.445 2.1 1.962

2. Expenses

1.1)C05101'mntcxiuls consumed 6.106 17.795 1 1.954 40.862 36.587 54,072

(b) Subconllnctinu expense 15.931 1.553 17.349 39.293 50.453 79.515

(0‘: Employee bcnefils expenses 3.237 3.952 3.534 1 1508 10.241 14.227

01) Finance cost 3.762 9.944 10.281 24.011 28.724 39.603

[6) Dcplcciation 21nd unmitizalion expenses 867 993 1.043 2.871 3.368 4.454

m Olhcr expenses 3.547 2.576 4.736 16.0 | 8 16.948 22.970

Total expenses 33.450 36.814 48.897 1.34.563 1.46.326 2.14.841

3.1’1'ofit/(loss)hc1‘orc Exceptional Items and tax (1-2) (3.444] (10.732) (2.9431 (27.574) (2.881) (2.879)

4 Exceptional Items (refel nole 12) - 1.64.043 - 1.64.043 - -

5. Profit / (loss) before tax (3—4) (3.444) (1.74.775) (2.943) (1.91.6171 (2.881) (2.879)

6. TM (expense) / cledil — — 30 - 77 371

7. Shaw ot'plofit injoint vcntuues accounted fol using the equity — - 2,945 55 3,145 3,200

method

8. Net profit / (loss) after tax (S+6+7) (3.444) (1.74.775) 32 (1.91.562) 341 692

9. Other Comprehensive Income (net 01' tax) — 57 38 114 25 104

10. Total comprehensive income for the period (8+9) (3.444) (1.74.718) 70 (1.91.447) 366 796

11 Paid-upequityshauccupital 13.112 13.112 13.112 13.112 13,112 13,112

(Face Value 01 Shales is Rs 10/— each)

12. Earnings per equity share (of Rs. 10/- each)

(not :mnuuliscd):

a Basic (2 631 (133 29) 0 02 11-16. 10) 0 26 0.53

b Diluted (2 631 (133 29) 002 (146 10) 0 26 0.53

See nccompanvinu notes [0 [he Financial Results
 

 



Notes to the financial results:

(1)

(3)

(4)

(5)

(6)

The above standalone financial results have been reviewed by the Audit Committee and
approved by the Board of Directors of the Company in their respective meetings held on

November 19, 2019

The Company's business activity falls within a single business segment i.e. Construction

and infrastructure Development, in terms OfInd AS 108 on Operating Segments

These financial results of the Company are prepared in accordance with the recognition
and measurement principles laid down in 1nd AS 34 Interim Financial Reporting
prescribed under Section 133 0fthe Companies Act, 2013, read with relevant rules issued

thereunder

The financial results include the Company's share of profits (net) aggregating to Rs. 55 lakhs
for the nine months ended December 31, 2018 respectively from Integrated Joint Ventures in
which the Company is a Co-venture, based on Management certified financial statements of
the Joint Ventures. As the Integrated Joint Ventures do not present reviewed financial results
on a quarterly basis, amounts included therein have not been subject to review by the
Statutouy Auditors of the respective Joint Ventures. In respect of the aforesaid, the Statutory
Auditors 0f the Company have qualified their limited review report for the quarter and nine

months ended December31, 2018

In the earlier years, pursuant to the Debt Restructuring Programme, the Company had
settled an irrevocable trust, namely, Maytas Investment Trust (Trust). The objective of the
Trust was to dispose certain underlying investments held and settle the liability towards the

Pass through Certificate (PTC), wherein the Company was also a contributory. Value of
investment in the PTC issued by the Company was Rs. 25,967 Lakhs. Further, the Company
has receivables from the investee entities in the form ofloans and advances and investments

aggregating to Rs. 14,619 Lakhs

Based on the valuation reports furnished by external valuers, during the period, the
Company has recognized an impairment ofRs. 25,967 Lakhs towards diminution in the value
of PTC. However, the Company is confident of recovery of the carrying value of the pass

through certificates advances given to the investee entities

Trade receivables and Contract assets:

a) Trade Receivables as at December 31,2018 include:
(i) Certain dues from terminated / foreclosed projects including retention money receivable.
Management initiated discussion for recovery of the billed revenue upto the date of
termination / foreclosure of the contracts. The respective customers have indicated based on
a mutual evaluation of the contract, project dues (billed and unbilled) till the date of
termination shall be paid to the Company. Accordingly, the Company has written off/

provided which are considered as not realisable and retained the above amount as realisabIe

(ii) Certain receivables from promoter group entities, for which the Company obtained
certifications for the works done / bills raised. No provisioning has been made for the said
receivables as at December 31, 2018. Adjustments, if any, that may arise 0n ultimate
realiazation will be made in the year in which the settlement is concluded

(iii) Certain retention money which can be received by the Company. primarily after
completion OfDefective Liability Period (DLP). As at December 31. 201 8. the Company has

not received any claims under defective liability clause and is confident of recovery ofthe

carrying value ofthe same

 



(7)

(8)

b) Contract assets (project work in Progress) include:

(i) Certain amounts recoverable from the respective customers in respect of terminated /

foreclosed / completed projects. The respective customers have indicated based on a mutual
evaluation 0fthe contract, projectdues(bi1|ed and unbilled) till the date oftermination shall

be paid to the Company. Accordingly, the Company has written 011/ provided in the previous
quarter which were considered as not realizable and retained the said amount as realizable

(ii) Amounts receivable from Group Company. Rs. 12,500. recognized based on the
acknowledgment by said company. Adjustments, ifany, that may arise on ultimate realization

will be made in the year in which the settlement is concluded

Prior to April 1, 2009, the erstwhile promoters had given certain lnter Corporate Deposits
(1CDs) to various companies aggregating to Rs. 34,378 Lakhs. Ot‘the foregoing, documentaiy
evidences had been established that, for an amount of Rs 32,378 Lakhs, the then Satyam

Computer Services Limited (SCSL) was the ultimate beneficiaiy and for which a claim together
with compensation receivable had been lodged by the Company. During the earlieryears, SCSL
had merged into Tech Mahindra Limited (TML) pursuant to a Scheme ofArrangement 11/539]-
394 of the Companies Act, 1956. As provided in the Scheme and as per the Judgment of
Hon’ble High Court ofAndhra Pradesh on the said Scheme, the aforesaid amount in books of

SCSL was transferred to TML. The Company, through its subsidiaries, preferred an Appeal

before the Division Bench ofHon’ble High Court ofAndhra Pradesh against the singlejudge’s
Order approving the merger scheme of SCSL which is pending as on date. TML, in its Audited
Financial Results for the quarter and nine months ended December 31, 2018 continued to
disclose as “Suspense Account (Net) Rs. 123,040 Lakhs” as disclosed by SCSL earlier.

Management is 0fthe opinion that the claim made by the Company on SCSL is included in the
aforesaid amount disclosed by TML in its Audited Financial Statements. The Company is
confident of recovering the said 1CDs together with compensation due thereon from

SCSL/TML. Further. based on internal evaluation and legal opinion. documentary evidences
available with the Company and in view 0fthe observations of the Special Court in its verdict

dated April 9, 2015 on the criminal case filed by the Central Bureau oflnvestigation, confirming
that an amount of Rs.142,500 Lakhs was transferred to SCSL through the intermediary
companies, out of which an amount of Rs. 123,040 Lakhs continues to subsist with SCSL,

Management is of the opinion that the Company’s case on the recoverability 0f the aforesaid
amounts is ultimately certain

The Company has prepared these financial results on a going concern basis despite accumulated

10sses;erosion ofnet worth; current liabilities exceeding, current assets; uncertainty in recovely

of certain receivables/ investments/contract assets. The Company is taking significant steps for

revival and restoration ofoperations 01‘ the Company. which have been enumerated below:

a. The reconstituted board is in the process of finalising a comprehensive approach to
managing the current situation

b. The Company is in discussions with its lenders to restructure its borrowings and is
committed to taking necessary steps to meet its financial commitments to the extent

possible

 



(9) Investigations etc by the Regulatory / Investigative Agencies:

During the period under report, pursuant to the proceedings filed by the Union oflndia under

Sections 241 and 242 of the Companies Act, 2013, on account ofvarious grounds, inter alia,

(i) mismanagement of public funds by the erstwhile board of directors of Infrastructure

Leasing and Financial Services Limited (“1L&FS”); and (ii) affairs of1L&FS being conducted

in a manner prejudicial to the public interest, the National Company Law Tribunal. Mumbai

bench (“NCLT"), by way ofan order dated October 1,2018, suspended the erstwhile board of

directors of 1L&FS and re-constitnted the same with persons proposed by the Union oflndia

(such reconstituted board, referred to as the “Reconstituted Board”) with the powers to

supersede the Boards ofall entities belonging to the 1L&FS Group including this Company.

Simultaneously, various inquiries have been initiated by the RegistrarofCompanies, Mumbai;

Serious Fraud Investigations Office (SFlO); Enforcement Directorate (ED); Securities and

Exchange Board of India (SEBI); Reserve Bank oflndia (RBI) etc. against 1L&FS, 1L&FS

Financial Services Limited (lFlN), 1L&FS Transport Networks Limited (1TNL) and its ex-

directors who were dismissed by NCLT

As a pant oftheir investigation into the affairs ofthe Promoter Group, SFlO and ED have been

seeking information From the Company on an ongoing basis. Further, as per the directions of

the reconstituted board, forensic audit also has been initiated for select entities including this

Company. The investigations and forensic audit with respect to the Company are in progress

and the Company is fully cooperating with the agencies

Additionally. the National Company Law Appellate Tribunal. New Delhi (the “NCLAT”) has

passed an order of moratorium on October 15, 2018 in respect of actions (as set out therein)

that cannot be taken against1L&FS and its group companies (including the Company), which

includes, amongst others, institution or continuation of suits or any other proceedings by any

party or person or bank or company. etc. against ‘1L&FS’ and its group companies in any

Court of Law or Tribunal and any action by any party or person or bank or company, etc. to

foreclose, recover or enforce any security interest created the assets of ‘1L&FS’ and its group

companies. This has been done taking into consideration the nature ofthe case, larger public

interest and economy of the nation, and interest of 1L&FS and its group companies. This

moratorium has subsequently been modified by the NCLAT order dated January 1 1.2019

Subsequently, the NCLT passed an order dated January 1. 2019 pursuant to an application

filed by MCA under Section 130 of the Companies Act, 2013 permitting reopening ancl

I'ecasting ot‘accounts 017a) 1L&FS; (b) lFlN and (c) 1TNL, for the past 5 financial years (i.e.

Financial year 2013 to Financial year 2018). on the ground that there were mismanagement in

the affairs ofthese companies

While the Company, based on its current understanding, believes that the above would not

have a material impact on the financial statement, the implications. ifany, arising from the

aforesaid developments would be known only after the aforesaid matters are concluded and

hence are not determinable at this stage

Based on the internal assessment and / or legal opinion, the Management is confident that for

the above mentioned contingent liabilities. no provision is required to be made as at December

31,2018

 



(IO)

(11)

(12)

During the year under report, the erstwhile management of the Company has paid an amount

ofRs. 6500 Lakhs to a vendor as material supply advance against the purchase order for supply
ot‘cement within a period oftwo months from the date ofissue ofthe said purchase order. For
the said advance, the vendor had issued postdated cheques and personal guarantee of its
promoter as security. Subsequently. the vendor has neither supplied the cement nor refunded
the advances paid. Postdated cheques issued by the vendor were bounced when presented to
the Bank. The Company has initiated legal proceedings against the vendor and its promoters.
The management has, after considering the financial inability of the vendor, made a provision

against said advances

The Management is ofthe opinion that the transaction is suspicious in nature with money flow
from one promoter group entity paid as material advance for procurement of cement. the re-
constituted board decided to initiate investigation in this matter by referring the same to

Ministry of Corporate Affairs (MCA)

Effective April 01, 2018, the Company has adopted 1nd AS 1 15, Revenue from Contract with

customers. There is no material impact oftransition to 1nd AS 1 15 on the unaudited financial
results for the quarter and nine months ended December 3 1, 2018

Exceptional items
Due to certain developments as detailed in Note 8 and 9 above the company has undertaken
comprehensive review ofthe account balances ofthe assets and the liabilities during the period
based on guidelines received from time to time from the promotor group management. Further,
during the year the company also has received settlement awards from arbitrations initiated in

earlier years. Certain projects also were terminated /foreclosed

Based on the review the company has provided for/written off/adjusted for the balances under
the contract assets(un billed revenue), trade receivables, investments, loans/advances, 1CD,

interest on claims recognized in earlieryears and mining rights. considering the ability ofparties
to pay the dues, the probability of certification, the financial strength of the entities as assessed
by the management and arbitration awards

Considering the impact for the period ofsaid adjustments in aggregate, the amounts so adjusted
has been reported as exceptional items. The details ofamount so adjusted are as below.

 

 

 

 

 

 

 

 

    

Particulars Amounts

(Rs)

Write off on account ofArbitration awards — Contract assets and interest 47,431

Write offof contract assets on account of Termination/foreclosure of 5,987

projects

impairment provision for contract assets on account of 43,241

Termination/fm'eclosure of proiects

Impairment loss ofinvestment in overseas subsidialy. Pass Through 29.891

Certificates and Company’s share ofprofit in JV

Write offoflntercorporate deposits. loans, trade receivables and other 32.089

advances

Provision for the diminutions in value of inventories

Write offof intangible asset (termination of mining rights)

 

 



(13) Further to the matters stated in Note 8 and 9 above, the Company is in the process of
preparation of a Resolution Plan which will entail restructuring proposals like interest rate
resetting, conversion /waiver of certain borrowings /interest expenses. In view of the
moratorium granted by NCLAT in its order dated October 15, 2018 and the Company being
categorised under Red Category by 1L&FS, Company has not been sewicing principal
amounts to lenders and interest on the said borrowings. interest neither paid nor recognised as
payable amounting to Rs. 6,537 Lakhs approximately (Excluding penal interest etc.) in

anticipation ofthe approval of lenders of concession/waivers being sought by company in the
resolution plan

(14) In terms of events, occurring subsequent to December 31, 2018 in relation to revenue

recognition/contract assets impairment adjustments because of new litigations, termination of
contracts and settlement of existing litigations by the Customers have been considered as
adjusting events. Hence, the impact ofthe same has been given in the financial results

(15) These financial results will be made available on the Company's Website viz.,
www.il ikenggcant and websites ofBSE Limited and National Stock Exchange oflndia Limited
viz., wmwbseimliaemn and www._n_s_e_in_t_lia._cgm respectively

By Order ofthe Board

For 1L&FS Engineering and Construction Company Limited

(746.923 Fm 14:25:21};
Director Director

DIN: DIN:

bv— Tl’fx '

K3211“ Ram Khan Naveefi K1 . r . grawal

('hicl' Executive Ol'ficer ChiefFinanCiiil‘U 'ficer

 

   

Place: Mumbai

Date: November 19, 2019
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Independent Auditors' Review Report on Unaudited Financial Results of 1L&FS Engineering and

Construction Company Limited for the quarter and nine months ended December 31, 2018

Pursuant to Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)

Regulations, 2015 as amended

To

The Board of Directors of

1L&FS Engineering and Construction Company Limited

1. We have reviewed the accompanying statement of unaudited financial results ('the Statement’)

of 1L&FS Engineering and Construction Company Limited (’the Company’) for the quarter and nine

months ended December 31, 2018, attached herewith, being submitted by the Company pursuant

to the requirements of Regulation 33 ofthe SEBI (Listing Obligations and Disclosure Requirements)

Regulations, 2015 ('Listing Regulations’) as amended.

2. This Statement is the responsibility ofthe Company's Management and has been approved by the

Board of Directors ofthe Company in their meeting held on November 19, 2019. Our responsibility

is to issue a report on the Statement based on our review.

3. We conducted our review in accordance with the Standard on Review Engagement (SRE) 2410,

’Review of Interim Financial Information Performed by the Independent Auditor of the Entity’

specified under section 143(10) of the Companies Act, 2013. This standard requires that we plan

and perform the review to obtain moderate assurance as to whether the Statement is free of

material misstatement. A review is limited primarily to inquiries of the Company personnel and

analytical procedures applied to financial data and thus provides less assurance than an audit. We

have not performed an audit and accordingly, we do not express an audit opinion.

Basis for Qualified Conclusion:

4. Deferred tax assets classified as a part of Non—current assets and forming part of Standalone

Financial results amounting to Rs.253.43 Crores as at December 31, 2018 represents amounts

recognised by the Company in earlier years. Considering the material uncertainty related to going

concern that exists in the Company, the threshold of reasonable certainty for recognising the

deferred tax assets as per Ind AS 12- Income Taxes has not been met. Consequently, deferred tax

assets are overstated and loss for the period and retained earnings (accumulated loss) are

understated by Rs.253.43 Crores.

5. We draw attention to Note 13 relating to non-recognition of interest expense for the period

amounting to Rs.65.37 Crores (excluding penal interest) on the borrowings availed by the

Company considering the process initiated for submission of a resolution proposal to lenders for

restructuring of existing debt. Consequently, interest expense and loss for the period are

understated by Rs.65.37 Crores and retained earnings (accumulated loss) is understated by

Rs.65.37 Crores.

6. We draw attention to Note 7 relating to Inter Corporate Deposits (1CDs) amounting to Rs. 323.78

Crores. These ICDs represent advances given by the Company to other entities, which as informed

to us by the management, were ultimately given by these other entities to erstwhile Satyam

Computer Services Ltd, which has since merged into Tech Mahindra Ltd. In the absence of

 



M. BHASKARA RAO & CO. CONTINUATION SHEET—

adequate and sufficient audit evidence to establish the recoverability of said advances, we are

unable to express an opinion on the recoverability of the said |CDs.

7. We draw attention to Note 9 relating to the provision for advance aggregating to Rs.65 Crores for

purchase of cement paid during the period to a party, the Management is of the opinion that

these transactions are suspicious in nature and the Board decided to initiate investigation by

informing the Ministry of Corporate Affairs. In the absence of sufficient and appropriate audit

evidence, we are unable to opine on the appropriateness of the recognition of the transaction,

pending result of the outcome of the investigation

Material uncertainty related to going Concern:

8. Attention is invited to Note 8 regarding a likely significant reduction in the Company’s future

income from operations, in the absence of new business orders, management’s expectation of

Company’s inability to meet its obligations over the next 12 months out of its earnings and liquid

assets. The Company’s management represented to us that they are currently in discussion with

the lenders for carrying out a debt restructuring proposal. These events and conditions indicate a

material uncertainty which cast a significant doubt on the Company’s ability to continue as a going

concern, and therefore it may be unable to realise its assets and discharge its liabilities including

potential liabilities in the normal course of business. The ability of the Company to continue as a

going concern is solely dependent on the acceptance of the debt restructuring proposal /

finalisation and approval of the resolution plan, which is not wholly within the control of the

Company.

The Management of the Company has accordingly prepared these financial results on going

concern basis based on their assessment of the successful outcome of the restructuring proposal

/fina|isation and approval of the resolution plan.

Our Conclusion is not modified in respect of this matter.

Emphasis of Matter:

We draw attention to the following notes to the financial results:

9. Note 9 regarding ongoing investigations by Serious Fraud Investigation Office of Ministry of

Company Affairs (SFIO), Enforcement Directorate (ED) and other regulators / agencies against

Infrastructure Leasing 8: Financial Services Limited (’|L&FS' or 'the Holding Company’), and its

subsidiaries (including the Company).The National Company Law Tribunal (NCLT) has issued an

Order to re-open books of accounts of 1L&FS and its two subsidiaries (other than this Company)

for the past financial years. However, Hon’ble Supreme Court of India has stayed the Order of

NCLT to reopen past books of 1L&FS and its above referred two subsidiaries. The financial results

of the Company for the period do not include adjustments, if any, that may arise on account of

the ongoing investigations by the investigating and other agencies and Regulatory Authorities, as

the management, at this juncture, cannot foresee any adjustments to be made in these financial

results of the Company as a result of any such investigations.

10. Note 6 regarding recoverability of Trade Receivables and Contract assets respectively from the

terminated /forec|osed / revived projects. Based on its internal assessment no adjustments have

been made in the carrying the receivables / contract assets.

A:
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11. Loans classified as a part of Non-current assets and forming part of Standalone Financial results

includes carrying value of loans / advances / interest accrued on such loans or advances to the

investee entities aggregating to Rs.146.19 Crores. Recoverability of these investments /

receivables / loans and advances is dependent upon recovery of capacity charges and supplies,

increase in traffic on road investments, final award of the claim and positive outcome of the

litigations in the ultimate investee entities.

12. Note 12 regarding exceptional items aggregating to Rs.1640.42 Crores comprising written off/

provisions made and other adjustments made during the period based on comprehensive review

/assessment carried out by the management during the period.

Our Conclusion is not modified in respect of matters stated in paras 9 to 12.

Qualified Conclusion:

Based on our review conducted and procedures performed as stated in paragraph 3 above, except for

the possible effects, if any, for the matters described in Paras 4 to 7 under Basis for Qualified

Conclusion, and read with Material uncertainty relating to the Going Concern and the matters in Para

9 to 12 under Emphasis of Matter paragraph above, nothing has come to our attention that causes us

to believe that the accompanying Statement, prepared in accordance with the recognition and

measurement principles laid down in the aforesaid Indian Accounting Standards specified under

Section 133 of the Companies Act, 2013 as amended, read with relevant rules issued thereunder and

other accounting principles generally accepted in India, has not disclosed the information required to

be disclosed in terms of Regulation, read with the Circular, including the manner in which it is to be

disclosed, or that it contains any material misstatement.

for M. Bhaskara Rao & Co.,

Chartered Accountants

_ Firm Registration No.0004595

 

V K Muralidhar

Partner

Membership No.201570

Mumbai, 19th November 2019 UDIN: 19201570AAAADZ4157


