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HMT LIMITED
No.59, Bellary Road, Bangalore - 560 032
~ STATEMENT OF STANDALONE AND CONSOLIDATED AUDITED FINANCIAL RESULTS
FOR THE QUARTER AND YEAR ENDED 315T MARCH 2019
CIN: 129230KA1953PLCO00748
(Rs in lakhs)|
Standalone Consolidated
Three months ended Year ended Year ended
Particulars March 31, December 31, March 31, haarch 31, March 31, March 31, March 31,
2,019 2,018 2,018 2,019 2,018 2,019 2,018
Audited* Unaudited Audited Audited * Audited Audited * Audited
I CONTINUING OPERATIONS
1 Revenue from Operations 576 599 730 1,960 1,480 26,277 20,2491
2 ]Other Income 860 686 615 2,859 1,730 4,525 4,813
Tovi! Income 1,436 1,285 1,345 4,819 3,210 30,802 25,054
3 Expenses
a) Cost of materials consumed 76 205 198 1,055 414 9,363 7,018
b) Purchase of Stock In Trade 13 ;. (19) 82 405 3,015 1,503
€) Changes in Inventorles (Increase)/decrease in SIT/WIP (208) 21 14 (134) (304) (3304)} (440)
d) Excise Duty - - - - 3 - 828
2)Changes in Exclse Duty on (increase)/decrease in Fin. Goods - - 1 - 1 15 426
f) Employee benefits exp 296 249 430 1,003 1,194 11,364 14,519
) Depreciation and amortisation expense 8 6 8 25 25 924 1,010
h) Finance Costs - 2 a6 29 212 6,749 6,636
1) Other expenses 404 219 297 1,065 894 6,134 5,400
Total expenses 889 09 975 3,125 2,844 35,170 16,900
Profit /(Loss) before Share of Investment in Assodiate & Joint Venture,
a ool ol T S ot it 547 176 aro 1,694 366 {4368) (11846)
5a |Share of Profit/(Loss) of an Assoclate & Joint venture - - ¥ - - (1) -
b |Exceptional ltems - - 872 - 872 -
7 Profit f{Loss) before Tax 547 376 370 2,566 366 (3496)) (11846))
Tax Expense = » - = 51 (13)
&  |Profit f{Loss) for the period from Continuing Operations 547 376 7o 2,566 366 (3547) (11833)
1] DISCONTINUED OPERATIONS
9 Profit /{Loss) for the period from Discontinued Opéta-tlons (501) (70 DL (1 3??}' (841) (1083) 19,089 (3288)
10  |Tax income/(Expense)of Discontinued Operations
11  |Profit /(Loss) from Discontinued Operations {501)} (70) (1377)] (841 (1083) 19,089 (3288)}
12 |Profit /(Loss) for the period 46 306 (1007) 1,725 {717)) 15,542 (15121)
13 |Other Comprehenslve Income I
i) Items that will not be redlassified to profit / (Loss) (38) 5 337 (32) 512 (1173) 913
lii] Income Tax relating to items that will not be redassified 13 (3]
to Profit [ Loss - =
Net Other Comprehensive Income {38) 5 317 (32 512 (1160)] 908
14 [Total Comprehensive Income for the period (12413) B 311 {670) 1,693 {205) 14,382 (14213)]
15  |Profit/(Loss) for the year attributable to :
Equity holder of the parent 15,492 (151200
Non-Controlling Interest 51 (4}
16 |Other Comprehensive Income attributable to:
|Equity holder of the parent (1161)
Non-Controlling Interest =
17  [Total Other Comprehensive Income for the year attributable to :
[Equity holder of the parent 14,331 (14212}
Non-Controlling Interest 51 1)
18 |Paid-up Equity Share Capital (Face Value - Rs.10/-) 35,560 35,560 120409 35,560 120,409 35,560 120,409
4 Other Equity - - - (23839) (110380) ( 51065?}1 (609837)
20 lE arnings per share from Continuing Operations
(face value Rs.10/- each)
i) Basic 0.15 011 0.10 0.72 0.10 (1.00) (3.33)
i) Diluted 0.15 011 0.10 0.72 0.10 (" .enll (3.33)}
Earnings per share from Discontinued Operations
(face value Rs.10/- each)
i) Basic (D.14) (0.02) {0.38) (0.24) (D.30) 5135 (0.92)
i) Diluted (0.14) (0.02) (0.38)) (0.24) (0.30)) 5.35 (0.92}
Earnings per share from Continuing & Discontinued Operations
(face value Rs.10/- each})
i) Basle 0.01 0.09 (0.28) 0.48 {0.20) 436 (4.25)
il) Diluted 0.01 0.09 (0.28) 0.48 (0.20) a4.36 (4.25),
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HMT UMITED

Na.55, Bellary Road, Rangalore - 560 052
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|Rs in lakhs)

I Gl

Balancs Shoet us ot 313t March 2019
. Comlidated
5L Az wit Azt As sl Az st
Particulars 3ifesfo19)  3ujo3/zons) 3vfoafrors|  aijasfaons)
o) Audited® Auditod Ausdited” Audited
A |ASSETS
1Non Current Assets
(8} Proparty, plamt & squipment 1,355 1,437 5,588 6.151
(b} Capltal wodkin-progress s 566 123
Intanglble Assate a . .
[d] Intangible Aszets undar duvelopment - 41 Il
Jiol evmstrmant praparty %0 37 02 17
1] Flnanacisl Assets
Ln {nvastments 71978 72,042 20 139
Othar Assets 169 48 249 287
Sub total 73,752 73,801 7.666 3,009
YCurrent Assets
(81 Invmatories 1328 1,967 16,847 13,014
(b} Fimanclal Assmts
Trade Heceivables 305 441 16531 10,491
Cash & Cash Equivalents 14,607 14,367 213778 22,951
Loans 13,747 164 - .
Other Financial Assets m 191 353 527
(€] Othar Assats 1,573 1,808 [Tt 6,147
Sub total 31,831 18,935 63,829 53,130
kel
3| Nom Currant Assets held for cale 12 12 308 &80
TOTAL ASSETS [~ dosses Som| 7140 6150
B [ECUNTY & LLABILITIES
1| Equity
(a) Equity share capital 35,560 120,409 5,560 120,008
) Ohar squity (23830)| (110380) (510657) 1605837}
Equity attributable to Equity hulders of the parsnt 11,71 10,079 [475007) “5“:!]
Hoa Contiolling Interasts (28) {79)
Total aquity 1,731 10,029 {4T5125) (480807)
1| Non-current labilities
Financlal Uabilities
Bomawings 2511 32,036 23,143 17324
Non Carvent Financlal Liability 5110 a1y 5,110 BALT
) Provisions
Employes Benefhs 198 263 5458 12
{c) Botarred tan Hability (nat) 49 T8
Sub tatal 7819 40,708 33,762 53531
2} Current liabilities
(n} Financial Liabilities
Borrewings. - - 1857 11m
Trwdu Paymbles LT 334 0013 7279
Ouher Financal Lisbilities am 30,388 431,710 429518
(b} Gavernmant Grant - 3 = -
) Othar currant llabllitizs 1,383 10,979 60183 51,337
[4) Prowisians
Employes Benefils 151 247 6,528 6,566
Cihars 40 L] 121 244
[[8] Currant tax abilities [net) - 654 =
Sub lotsl 66,055 42,001 513,166 487,825
TOTAL UABILITIES 93874 82,719 546,31 551416
ToTaL FeUTY & LABITIS 105,595 91748 71,803 51909 |
Primary Segnieni information for yaar ended 315t March 20159 llu.-nng)"
Pl o Consalidated
Lo3zms | 3i03z008
1 Sagment Revenue -
Feod Procussing Machinery 1638 1,135
Machine Tools 21,741 17,708
Proejes 5.7 495
Others 3 345
Tatal 2415 21,683
Less: Inter Segment Revenue 3,131 1,443
Tatal 26,284 20,241
1 Sepmant Results
Sagmant Result before Interest £ Taues
Food Processing Machinery !! -8
Machine Tools {B75) (5748
Prisjets 2,192 z
Others 1,032 B
Total 2382 5210,
Laa:
Irttes st Exparnas 6,745 6,636
Profit/[Loss) betore Tax 4367 1846/
3 Other Wnformuation (Capital Ermphoyed)
Food Processing Machinery 531 62
Machine Tonls (15724)| [24118)|
Exparts 3495 3,500
Othees 5,000 11070
Unalioeated and Discontinued 468429 A5 TEAS,
Totsl {4751 Jamason)
Mot
1 The abave Results for the quarter and year ended 51 March 2019 have b by the Audit Committee and approved by the Board at its Meeting held on May 28, 2015,
2 o respect of standalone financisl statements of Tractor business of the Company Tiimued as per CCEA g year 2006-17, nghy, figures during the quarters/year ended
31:3-7015 and 31-3-2018 have been induded in Discontinued Operations.
3 Inrespect of consolidated financial statements as per the approval of CCEA in FY 2015-16 It was deckded 10 close HMT Chinar Watches Lid, HMT Watches Fevited and HMT Bearings Limited.
Acxordingly, Hgures during the year ended 31-03-2019 2nd 31-3-2018 have been included in discontinued operations,
4 The figures for theas months andad 31 March 2019 ace ardved at a5 diff sdted figures in respect of yisar and th % pto 3 meonths of the relevant financlal
year.
5 Asthe Companies business activity falls within a single primary business segment Le. Food Pr ing Machinerles, the of Indian Acesusting Starndard (Ind As 108) on Opsrating
Segmants) ks not appiicable for Standalone resus.
& Metworth of the v G s b i eroded, C ' the reaifzabie value of the non-current assets heid lor sale, support from Government of Indla and other business plans, the
Compary hai prepared it finandal statements on golng concem basls and gy, no adj are ¥ 1o the: carrying walus of its assets and Habilities,
7 Figures of previous period / year's have besn I with current period yesr's figures.
* Subject {0 Review by CRAG
/= \ o ._w*w
1




INDEPENDENT AUDITOR’S REPORT
To the Members of HMT Limited

Report on Audit of the Standalone Financial Statements
Qualified Opinion:

We have audited the standalone Ind AS financial statements of HMT Limited (“the Company”)
which comprise of balance sheet as at March 31, 2019, the statement of profit & loss, statement
of changes in equity, the cashflow statement for the year then ended, and notes to Ind AS
financial statements including a summary of significant accounting policies and other explanatory
information.

In our opinion and to the best of our information and according to the explanations given to us,
except for the matters described in the Basis of Qualified Opinion section of our report, 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, 2019, profit,
changes in equity and its cash flows for the year ended on that date.

Basis of Qualified Opinion:
1. Food Processing Machinery Unit, Aurangabad:

As per information and explanation given to us with regards to the valuation of inventory
as stated in Note No. 1.9 stock of raw material is valued by adopting Weighted Average
Cost Method. However, in the inventory software for many stock items rates were not
updated because of which respective stocks were valued at Nil. These were later manually
updated based on the Purchase Orders available. Owing to the nature of Unit's records
and in the absence of sufficient audit evidence, we are unable to ascertain if there is
material departure from the Weighted Average Cost Method followed by the Company.
We are also unable to ascertain its consequent impacts, if any, on the Ind AS standalone
financial instruments.

2 Tractor Business Group, Pinjore (including Hyderabad Assembly Project & Mohali unit):

Lease rental income from leased out portions of land, apartments, school etc. lying within
the premises of HMT Limited, Pinjore, has not been accounted as “Other Income” in the
books of HMT Limited (Tractor Division), since, financial year 2017-18. During financial year
2016-17, a sum of Rs.143.90 lakhs depicted as rental income. In our opinion such income
during financial year 2017 — 18 and 2018-19 should have been accounted in its books and
suitable expenses relating to Estate Operation should have been accounted. However,
management has informed us that these transactions have been accounted by HMT
Machine Tools Limited. We are unable to ascertain the impact on these Ind AS financial
statements due to absence of the information. To this extent the revenue is understated.

3. Common Services Division, Bangalore:

Attention is invited to note 46 in respect of reconciliation of GST collected on sales, input
tax credit availed which is subject to reconciliation. We are unable to express any
independent opinion on the same.



4, Corporate Head Office and Company as a whole:

a.  The Company contributes provident fund to its employees to a provident fund trust,
which is a defined benefit plan. As per Ind AS — 19, the Company as a whole has not
obtained the actuarial valuation report and accounted for employer’s contribution.

b.  Attention is invited to note 45 regarding confirmation and reconciliation of balance
with whom it has transactions.

The effect revenue on all the above transactions are not ascertained.

We conducted our audit in accordance with the Standards on Auditing (“SAs”) specified under
section 143(10) of the Companies Act, 2013 (“the Act”). Our responsibilities under those
Standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Company in accordance with the
Code of Ethics issued by the Institute of Chartered Accountants of India together with the ethical
requirements that are relevant to our audit of the Ind AS financial statements under the
provisions of the Act and the Rules thereunder, and we have fulfilled our other ethical
responsibilities in accordance with these requirements and the Code of Ethics. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
qualified opinion.

Key Audit Matters:

Key audit matters are those matters that, in our professional judgment, were of most significance
in our audit of the Ind AS financial statements for the financial year ended March 31, 2019. These
matters were addressed in the context of our audit of the Ind AS financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters.
For each matter below, our description of how our audit addressed the matter is provided in that
context.

We have determined the matters described below to be the key audit matters to be
communicated in our report. We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the Ind AS financial statements section of our report, including in
relation to these matters. Accordingly, our audit included the performance of procedures
designed to respond to our assessment of the risks of material misstatement of the Ind AS
financial statements. The results of our audit procedures, including the procedures performed to
address the matters below, provide the basis for our audit opinion on the accompanying Ind AS
financial statements.

Key audit matters How our audit addressed the key audit matter

Adoption of Ind AS 115 - Revenue from Contract with Customers as described in note 2 i. and note 17
of the financial statements:

The Company has adopted Ind AS 115 - Revenue
from Contracts with Customers, mandatory for
reporting periods beginning on or after April 1,
2018.

Application of Ind AS 115, including selection of
transition method involves significant judgment
in determining when ‘control’ of the goods or
services underlying the performance abligation

As part of our audit procedures, our
procedures included the following:

- We have read the accounting policy for
revenue recognition and assessed
compliance of the policy in terms of
principles enunciated under Ind AS 115.

- We obtained and understood the revenue

recognition process including




is tra_nﬁferred to the customer and the trans?cion
method to be applied.

As the revenue recognition, due to the
significance of the balance to the financial
statements as a whole, we regard this as a key
audit matter.

determination of point_of transfer of
control and completion of performance
obligation.

- We performed test of details, on a sample

basis, and examined the

customer contracts.

underlying

- We examined the disclosures made by
management in compliance with the
requirements of Ind AS 115.

Conclusion:

Our procedures did not identify any material
exceptions.

Material Uncertainty Related to Going Concern:

Attention of the members is invited to Note 43 of the standalone financial statements regarding
reasons for preparing these standalone Ind AS financial statements of the Company on going
concern basis, notwithstanding the fact that the net-worth of the Company is substantially
eroded. The appropriateness of the said basis is inter-alia dependent on the Company’s ability to
realise from sale of non-current assets held for sale, support from Government of India and other
business plans. We have also relied on the representation of the Company in this respect. Our
opinion is not modified in this respect.

Other Information [“Information Other than the Financial Statements and Auditor’s Report
Thereon”]

The Company’s Board of Directors are responsible for the other information. The other
information comprises the information included in the board report but does not include the
financial statements and our auditor’s report thereon. The board report is expected to be made
available to us after the date of auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated.

Management’s Responsibility for Standalone Ind AS Financial Statements:

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the
Act, with respect to the preparation of these standalone Ind AS financial statements that give a
true and fair view of the financial position, financial performance, changes in equity and cash
flows of the Company in accordance withé the accounting principles generally accepted in India,
including the accounting standards specified 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 implementation and maintenance of
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 Ind AS financial statement that give a true and
fair view and are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the standalone Ind AS Financial Statements:

Qur objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgement and maintain
professional scepticism through the audit. We also:

* Identify and assess the risks of material misstatement of the standalone Ind AS financial
statements, whether due to fraud or error, design and perform audit procedures
responsive to those risks and obtain audit evidence that is sufficient and appropriate to
provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

* Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Act,
we are also responsible for expressing our opinion on whether the company has adequate
internal financial controls system in place and the operating effectiveness of such
controls.

* Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability of the
Company to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
standalone financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease
to continue as a going concern.

* CEvaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.



We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence,
and where applicable, related safeguards.

Other Matters:

i)

iii)

iv)

v)

vii)

We did not audit the financial statements/information of 2 units i.e. Tractor Business Group,
Pinjore and Food Processing Machinery Unit, Aurangabad included in these standalone Ind
AS financial statements of the Company whose financial statements/financial information
reflect total assets of Rs. 6,816.37 lakhs as at March 31, 2019 and total revenues of Rs,
6,022.898 lakhs (including amount included in discontinued operations of Rs.4,318.94 lakhs)
for the year ended on that date. The financial statements/ information of these branches has
been audited by the branch auditors i.e. S P Babuta & Associates, Chartered Accountants,
Chandigarh and CA AG & Associates, Chartered Accountants, Aurangabad respectively whose
reports have been furnished to us, and our opinion in so far as it relates to the amounts and
disclosures included in respect of these units, are based solely on the report of such branch
auditors.

The financial statements of Lamp Division have been merged with CHO Accounts and our
report insofar as it relates to the amounts included in respect of this Division is based solely
on the Closing Balances of Last Year’s Financial statements of CHO accounts except payment
of Rs.73.67 lakhs towards due to Greater Hyderabad Municipal Corporation.

The physical share certificates for 26,08,99,037 equity shares and 4,43,00,000 preference
shares of HMT Machine Tools Ltd whose costs is Rs.26,089.90 Lakhs and Rs.44,300.00 lakhs
respectively are not in the possession of the Company as at March 31, 2018.

The Company has discharged the debt of State Bank of India, but the discharge of loan is not
reflected in the charge Index of charges registered with Registrar of Companies of its Index
Number 80046855,

The Company has made a provision for non-moving inventories amounting to Rs.443.23
lakhs based on the certificate furnished by the management and relied upon by the auditors
of the respective units.

The Branch Auditors of Tractor Business Group, Pinjore (“the Unit”) have reported the
following other matters:

a) As per the Company’s accounting policy, Inventories are valued at lower of cost or net
realisable value. The cost of material is ascertained by adopting “Weighted Average
Method”, till the operations of the Unit continued its operations. The Unit has closed its
operations in year 2016 - 17 and were meant for sale as spares and not for
manufacturing. During the year, substantial portion of inventories were disposed off at
prices lower than its realisable value.

The Unit during the year had outsourced valuation of inventories to an independent
valuer and based on his report we have considered the realisable value as under:

Store Inventory - 60% of book value.
Tractor spare parts inventory - 60% of book value.



viii)

ix)

Work in progress - 60% of book value.
Finished tractors - 23% of book value.

b. Balance in current maturities of VRS Loan from of India amounting to Rs.12,831.60 lakhs as

reported in note 17 of the financial statements is reported based on the certificate given by
the management. Out of the above amount, an amount of Rs.23,705.20 lakhs has been
shown as continuous defaults of Government of India Loans.

¢) During an earlier year the Unit has discontinued its operations and is in the process of
making settlement for all its receivables and payables. The Company need to carry out
proper review of following balances and take necessary action:

| Particulars . Amount (Rs. In | Remarks
lakhs)
Amount due to PWD - 2l2_18 Due f_o; more than lﬂ—years =
Claim recover:ble from Motokov Ltd . 0.11 | Outstanding sincEQ -90
_Customs Duty D;osit— i 0.22 Old balance s
Eomba;e_Port Trust - z 0.01  oOid b;\;e ]

The Branch Auditors of Food Processing Machinery Division, Aurangabad (“the Unit”) have
reported the following other matters:

a. Inventories of the unit has been valued by the Company and auditors have relied based on
the certificate furnished by the unit amounting to Rs.317.47 lakhs and provision for non-
moving inventory amounting to Rs. 89.90 Lakhs.

b.  Disclosure in respect of contingent liabilities has been furnished based on the information
and representations received from the management.

In respect of Common Services Division, Bangalore (“the Unit”)

During the previous year the Unit had purchased certain watches and its compaonents from its
subsidiary HMT Watches Limited based on the value determined by the independent valuer.
During the year the Company has determined estimated realisable value which is lower than
cost and reported as inventories of watches in its financial statements which has been relied
upon by auditors.

Report on Other Legal & Regulatory Requirements:

1

As required by the Companies (Auditor's Report) Order, 2016 (“the Order”), issued by the
Central Government of India in terms of sub-section (11) of section 143 of the Act, we give in
the “Annexure-A” a statement on the matters specified in paragraphs 3 and 4 of the Order to
the extent applicable.

As required by the 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 purpose of our audit.

b. Except for the possible effects of the matters described in the Basis for Qualified opinion
paragraph, 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.

¢. The Balance Sheet, the statement of Profit and Loss, the Cash Flow Statement and
Statement of Changes in the Equity dealt with by this Report are in agreement with the
books of account.

d. The Company has not obtained the actuarial valuation report in respect of Provident Fund
Trusts, accordingly, in our opinion, the aforesaid Ind AS standalone financial statements
don’t comply with the Indian Accounting Standards specified under section 133 of the Act.

e. The Company being a Government Company, provisions of 164 (2) of the Act is not
applicable with respect to appointment of directors.

f.  With respect to the adequacy of the internal financial controls over financial reporting of
the Company and the operating effectiveness of such controls, refer to our separate Report
in “Annexure B".

g. With respect to 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 Company has disclosed its pending litigations which would impact its financial
position in note 30 of the Ind AS standalone financial statements.

i) The Company did not have any long-term contracts as required under the applicable
law or accounting standards and also not entered into any derivative contracts,
accordingly no provision is required to be made in respect of material foreseeable
losses.

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

3. As required by Section 143 (5) of the Act, our submissions are as under:

We give in the “Annexure-C”, a statement on the compliance to Directions issued by the
Comptroller and Audit General of India.

For B.K.RAMADHYANI & CO LLP
Chartered Accountants
Firm Registration No. 0028785/5200021

¢ r. Rrapall T
(CA C R Deepak) -
Partner <{ ons
Membership No. 215398
Place: Bangalore

Date: May 28, 2019



ANNEXURE-A REFERRED TO IN PARAGRAPH 1 UNDER THE HEADING “REPORT ON OTHER LEGAL
AND REGULATORY REQUIREMENTS” OF OUR REPORT TO THE MEMBERS OF HMT LIMITED.

1. a) The Company has maintained proper records showing full particulars including
guantitative details and situation of Property Plant & Equipment (“PPE”).

b) Based on the information of explanation given to us by the Company, physical
verification If carried out once in 3 years. However, during the year none of the units
have carried out such verification. Accordingly, we are unable to comment on the same.

¢) According to the information and explanation given to us by the Company, read with foot
note ¢ of note 3A, foot note iii) of note 3B and foot notes to note 3C of the Ind AS
standalone financial statements, title deed of all immovable properties are held in the
name of the Company.

2. The management during the year has physically verified the inventory at reasonable intervals
at respective units. The discrepancies that were noticed during the physical verification of
Inventory were not material and the same has been properly adjusted in the respective unit
books of account. However, it has been reported by the Food Processing Machinery unit
auditor that documentary evidences to support the same were not available for their
verification. In respect of Tractor division, Pinjore it has been reported by branch auditor that
physical inventory has not been carried out for last 2 financial years. Accordingly, we are
unable to comment on the same.

3. In respect of the unsecured loans granted by the Company to companies covered in the
register maintained under section 189 of the Act:

a) In our opinion and according to information and explanation furnished to us, the terms
and conditions of the loan given by the Company is prima facie, not prejudicial to the
interest of the Company.

b)  According to information and explanation furnished to us by the Company there is no
specific repayment specified by the Company.

c) There is an overdue interest from year 2017 — 18 onwards is outstanding as at the end of
the year.

4. In our opinion and according to information and explanation furnished to us, the Company

has complied with the provisions of Section 185 and 186 of the Act, with respect to loans and
investment made.

5. The Company has not accepted any deposits as applicable under the directives issued by the
Reserve Bank of India and the provisions of sections 73 to 76 or any other provisions of the
Act and rules framed under. Accordingly, the provisions of clause 3(v) of the said Order are
not applicable.

6. In our opinion and according to information and explanations furnished to us, the Central
Government has prescribed the maintenance of cost records under clause (d) of sub-section
(1) of section 148 of the Act to Tractor division. In the opinion of the unit auditor, the tractor



division was covered by cost audit upto 2013 -14.

a) According to the records of the Company, the Company is generally not regular in
depositing undisputed statutory dues including Income Tax, service tax, duty of customs,
duty of excise, value added tax, cess, GST and any other statutory dues to the appropriate

b

c)

authorities.

) The following undisputed amounts payable in respect of value added tax, cess and any
other statutory dues in arrears as at March 31, 2019 for a period of more than six months
from the date they become payable.

In respect of Corporate Head Office:

|? Nature of | Nature of Dues Amount | Period to g::e E:::;it
No. | the Statute (Rs. in | which
lakhs) Amount
related to
1. Greater Property tax 185.44 | For  the
Hyderabad year 2016
Municipal —-17, 2017
Corporation - 18 and
first  half
of 2018 -
19
2 Sales Tax of | Sales tax recovery 62.93 | Previous
various of Lamps Division Years
states

According to the information and explanation given to us by the Company, there are no

dues outstanding on account of any disputes in respect of income tax, service tax,
customs duty or excise duty or value added tax or goods & service tax as at March 31,

2019.
Name of the Nature of Amount Amount Period to | Forum where
Statute Dues | {Rs. in | paid under | which the | dispute is
| lakhs) protest amount pending
| (INR) relates
Sales tax Sales tax 2.49 | Nil 2012-13 | Deputy
liability | Commissioner
| of Sales Tax,
! Aurangabad

Based on the information and explanations given to us, the Company had borrowed from
Dena Bank and has defaulted in repayment of interest of Rs.2,034.73 lakhs. The Company
has also defaulted in repayment of Government of India Loan amounting to Rs.23,705.20
Lakhs. However, it has not borrowed any amount from financial institution or issued the
debentures.



10.

11.

Z

13

14.

15,

16.

Place: Bangalore

In our opinion based on the information and explanation given to us, the Company, it has not
raised any moneys by way of initial public offer or further public offer (including debt
instruments and term loans. Accordingly, the provisions of clause 3(ix) of the said Order are
not applicable,

According to the information and explanation given to us, there are no frauds reported by
the Company or any fraud on the Company by its officers or employees has been noticed or
reported during the year. Accordingly, the provisions of clause 3(x) of the said Order are not
applicable.

According to the information and explanation given to us, 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 of the Act.

The Company is not a Nidhi Company. Accordingly, the provisions of clause 3(xii) of the said
Order are nat applicable.

In our opinion and according to the information and explanation given to us and as
represented to us by the management, all transactions with the related parties are in
compliance with section 177 and 188 of the Act and the details have been disclosed in the
Ind AS financial statements as required by the applicable Indian accounting standards.

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 said Order are not applicable.

As represented to us by the management and according to the information and explanation
given to us, the Company has not entered into any non-cash transactions with directors or
persons connected with him. Accordingly, the provisions of clause 3(xv) of the said Order are
not applicable.

According to the information and explanation given, the Company is not required to be
registered under section 45-IA of the Reserve Bank of India Act, 1934. Accordingly, clause
3(xvi) of the Order is not applicable to the Company.

For B. K. RAMADHYANI & CO LLP
Chartered Accountants
Firm Registration No. 0028785/5200021

c- R Bpph

(CA C R Deepak) _ ;
Partner AR L
Membership No. 215398

Date: May 28, 2019



ANNEXURE-B REFERRED TO IN PARAGRAPH 2 (f) UNDER THE HEADING “REPORT ON OTHER LEGAL
AND REGULATORY REQUIREMENTS” OF OUR REPORT TO THE MEMBE RS OF HMT LIMITED.

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act”):

We have audited the internal financial controls over financial reporting of HMT Limited (“the
Company”) as of March 31, 2019 in conjunction with our audit of the financial statements of the
Company for the year ended on that date.

Management's Responsibility for Internal Financial Controls:

The Company’s management is responsible for establishing and maintaining internal financial
controls based on “the internal control over financial reporting criteria established by the
Company considering the essential components of internal control stated in the Guidance Note on
Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered
Accountants of India”. These responsibilities include the design, 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 Companies Act, 2013 (“the Act”).

Auditors’ Responsibility:

Our responsibility is to express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance Note”) and
the Standards on Auditing, issued by ICAl and deemed to be prescribed under section 143(10) of
the 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 Institute of Chartered Accountants of
India. Those Standards and the Guidance Note require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether adequate internal
financial controls over financial reporting was established and maintained and if such controls
operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
audit of internal financial controls over financial reporting included obtaining an understanding of
internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion on the Company’s internal financial controls system over financial
reporting.

[



Meaning of Internal Financial Controls Over Financial Reporting:

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those policies
and procedures that (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 authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting:

Because of the inherent limitations of internal financial controls over financial reporting, including
the possibility of collusion or improper management override of controls, material misstatements
due to error or fraud may occur and not be detected. Also, projections of any evaluation of the
internal financial controls over financial reporting to future periods are subject to the risk that the
internal financial control over financial reporting may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Disclaimer Opinion:

In case of Food Processing Machinery Unit, Aurangabad the branch auditor has reported in the
following manner:

The Company did not have an appropriate internal control system for inventory with regard to
inventory valuation, as the process of mutual updating the purchase rates in the inventory
software are not adequately getting updated in the system. Further, the internal control system
for identification and allocation of overheads to inventory was also not adequate. These could
potentially result in material misstatements in the company’s consumption, inventory and expense
account balances.

The Physical verification of assets was carried out for the FY 2015-16, however we could not find a
reconciliation of such verification with the fixed assets register, thus an effective internal financial
control may be evolved to ensure that there should not be any mismatch between the fixed asset
register and physical assets with respect to the make of the asset, serial number and location
which could potentially result in a material weakness in the process of verification of fixed assets.

The Company did not have adequate appropriate internal controls for reconciling and obtaining
balance confirmation from sundry debtors, sundry creditors and other parties. This could
potentially result in a material weakness, in the financial reporting process of debtors and
creditors

The Company did not have appropriate internal controls for reconciliations and confirmations of
Earnest Money Deposits, Security Deposits and other Deposits which could potentially result in a
material weakness, in financial reporting process of current assets and current liabilities.

A “Material weakness” is a deficiency, or a combination of deficiencies, in internal financial control
over financial reporting, such that there is a reasonable possibility that a material misstatement of
the company’s annual or interim financial statements will not be prevented or detected on a



timely basis.

In our opinion, because of the possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the company has maintained, in all material
respects, adequate internal financial controls over financial reporting were operating effectively as
of March 31, 2019, based on the internal control over financial reporting criteria established by the
company considering the essential components of internal control stated in Guidance Note on
Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered
accountants of India.

We have considered the material weaknesses identified and reported above in determining the
nature, timing and extent of audit tests applied in our audit of the financial statements of the

In respect of Tractor Division, Pinjore:

In our opinion, the Company, in all material respects, has an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at March 31, 2019, 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”,

In respect of Corporate Head Office, Bangalore and, Common Services Division, Bangalore:

The system of internal financial controls over financial reporting with respect of Common services
division and Corporate Head Office, Bangalore were not made available to us to enable us to
determine if the Company has established the adequate internal financial control over financial
reporting at the aforesaid divisions and whether such internal financial controls were operating
effectively as at March 31, 2019.

We have considered the disclaimer reported above in determining the nature, timing and extent of
audit tests applied in our audit of the Ind AS standalone financial statements of the Company, and
the disclaimer doesn’t affect our opinion on the Ind AS standalone financial statements of the
Company.

For B.K. RAMADHYANI & CO LLP
Chartered Accountants
Firm Registration No. 002878s/5200021

{ Tt
% Rl
(CACRDeepak) /.
Partner ; o
Membership No. 215398 '

Place: Bangalore
Date: May 28, 2019



ANNEXURE - C REFERRED TO IN PARAGRAPH 3 UNDER THE HEADING “REPORT ON OTHER
LEGAL AND REGULATORY REQUIREMENTS” OF OUR REPORT DIRECTIONS INDICATING THE
AREARS TO BE EXAMINED BY STATUTORY AUDITORS DURING THE COURSE OF AUDIT OF
ANNUAL ACCOUNTS OF HMT LIMITED FOR THE YEAR 2018 - 2019 ISSUED BY THE
COMPTROLLER & AUDITOR GENERAL OF INDIA (“C&AG”) UNDER SECTION 143 (5) OF THE
COMPANIES ACT, 2013

SI. | Directions Auﬂﬁﬂhs;wations )

1.

| No.

Whether the Company has system in place

| to process all the accounting transactions

through IT system? If yes, the implications
of processing of accounting transactions
outside IT system on the integrity of the
accounts along with financial implications, if

| any, may be stated.

Whether there is any restructuring of an
existing loan or cases of waiver/ write off of
debts/ loans/ interest etc. made by a lender
to the Company due to the Company’s
inability to repay the loan? If yes, the
financial impact may be stated.

Based on the information and explanation
provided to us by the Company, all the
accounting  vouchers are  manually
prepared and entered into IT systems. All
the vouchers are authorised by the
appropriate authorities. In our opinion
this doesn’t have any financial implication.

Based on the information and explanation
furnished to us by the Company, there is
no restructuring of loan/ waiver off of
debts/ loans/ interest etc from its lenders.

Whether funds received/ receivable for
specific schemes from central/ state
agencies were properly accounted for/
utilised a per its term and conditions? List
the cases of deviations,

| incurred by the Company for Financial &

Based on the information and explanation
furnished to us by the Company has
received an amount of Rs.13.74 Lakhs
from Department of Heave industry
towards reimbursement expenses

Strategic Review of Consolidation &
Restructuring Plan of the Company paid to
IIM, Bangalore. Since the communication
from Department of Heavy Industry states
as one-time interest free loan the same
has been treated as current liabilities.
Management has informed that it is in
process of getting ratification for same.
Accordingly, we are unable to comment
whether it is loan or grant given by the
Central Government.




INDEPENDENT AUDITOR’S REPORT

To the Members of HMT Limited
Report on Audit of the Consolidated Financial Statements

Qualified Opinion:

We have audited the Consolidated Ind AS financial statements of HMT Limited (“the Holding
Company”), its subsidiaries, associates and joint ventures (collectively referred as “the Group”)
which comprise of balance sheet as at March 31, 2019, the statement of profit & loss, statement
of changes in equity, the cashflow statement for the year then ended, and notes to Ind AS

financial statements including a summary of significant accounting policies and other explanatory
information.

In our opinion and to the best of our information and according to the explanations given to us,
except for the matters described in the Basis of Qualified Opinion section of our report, 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 state of affairs of the Company as at March 31, 2019, profit,
changes in equity and its cash flows for the year ended on that date.

Basis of Qualified Opinion:
; Food Processing Machinery Unit, Aurangabad:

As per information and explanation given to us with regards to the valuation of inventory
as stated in Note No. 1.9 stock of raw material is valued by adopting Weighted Average
Cost Method. However, in the inventory software for many stock items rates were not
updated because of which respective stocks were valued at Nil. These were later manually
updated based on the Purchase Orders available. Owing to the nature of Unit's records
and in the absence of sufficient audit evidence, we are unable to ascertain if there is
material departure from the Weighted Average Cost Method followed by the Company.
We are also unable to ascertain its consequent impacts, if any, on the Ind AS Consolidated
financial instruments.

% Tractor Business Group, Pinjore (including Hyderabad Assembly Project & Mohali unit):

Lease rental income from leased out portions of land, apartments, school etc. lying within
the premises of HMT Limited, Pinjore, has not been accounted as “Other Income” in the
books of HMT Limited (Tractor Division), since, financial year 2017-18. During financial year
2016-17, a sum of Rs.143.90 lakhs depicted as rental income. In our opinion such income
during financial year 2017 — 18 and 2018-19 should have been accounted in its books and
suitable expenses relating to Estate Operation should have been accounted. However,
management has informed us that these transactions have been accounted by HMT
Machine Tools Limited. We are unable to ascertain the impact on these Ind AS financial
statements due to absence of the information. To this extent the revenue is understated.

3. Common Services Division, Bangalore:

Attention is invited to note 46 in respect of reconciliation of GST collected on sales, input
tax credit availed which is subject to reconciliation. We are unable to express any
independent opinion on the same.

Y



Corporate Head Office and the Group as a whole:

d.

The Company contributes provident fund to its emplayees to a provident fund trust,
which is a defined benefit plan. As per Ind AS - 19, the Company as a whole has not
obtained the actuarial valuation report and accounted for employer’s contribution.

Attention is invited to note 45 regarding confirmation and reconciliation of balance with
whom it has transactions.

The effect revenue on all the above transactions are not ascertained.

HMT Machine Tools Limited (“MTL"):

d.

MTL has not made provision for liability if any, towards the interest payable to the
parties covered under Micro, Small, Medium Enterprises Development Act, 2006.

The accounting policy stated for the recognition of revenue is based on the Ind AS 18.
However, with effect from April 1, 2018, Ind AS 18 has been withdrawn and has been
replaced with Ind AS 115. The company’s accounting policy recognizing the revenue has
not been changed despite the enactment of the new standard. This results in non-
compliance to Section 133 of the Act. The impact of such non-compliance on the loss,
assets and liabilities is not ascertained.

MTL has not carried out Impairment Test as required by Ind AS 36 even though both
internal and external indicators are present due to Technological development and
effect on the performance of the asset.

During August 2010, MTL had placed an order with CMC Limited for supply of hardware
and implementation of SAP system across all the units of MTL. The scope of work
envisaged included supply, installation, commissioning of hardware, SAP licences,
customisation of software, training of employees etc. However, it has been informed
that the implementation is negligible and due to inordinate delay in implementation,
the SAP system has become redundant due to subsequent improvements in technology.
MTL has incurred an amount of Rs.128.89 lakhs towards hardware which is grouped
under Capital work in progress and Rs.229.35 lakhs towards development of software
which is grouped under Intangible assets under development.

Since the SAP system is not fully customised and put to use due to delay in
implementation we are unable to express any independent opinion with regard to
impairment of the said asset as per Ind AS - 36.

The unit has not complied from the requirement of Schedule Il of Companies Act, 2013
of depreciating the assets over its useful life. The Company follows the policy of
depreciating the plant and equipment costing less than Rs.10,000/- to Rs.1/- in the year

of purchase. Due to unavailability of required information impact could not be
quantified.

Pinjore unit of MBL has booked interest income of Rs.4.47 lakhs on deposit with Uttar
Haryana Bijli Vitran Nigam, which was pertaining to PY 2017-18. As per Ind AS-8, it
requires retrospective adjustment of prior period errors and omissions by restating the
comparative amounts for the prior period presented or where the errors relates to the
periods before the earliest period presented, restating the opening balance of assets,
liabilities and equity for that period. As the unit has not retrospectively adjusted the
prior period error or omission of Rs.4.47 lakhs, it has not complied with the Accounting



Standard Ind AS 8.

Hyderabad unit of MBL has booked an expense of Rs.17.08 lakhs in the books of
accounts during the current year pertaining to previous accounting periods. As per Ind
AS-8, it requires retrospective adjustment of prior period errors and omissions by
restating the comparative amounts for the prior period presented or where the errors
relate to the periods before the earliest period presented, restating the opening
balance of assets, liabilities and equity for that period. As the unit has not
retrospectively adjusted the prior period error or omission of Rs.17.08 lakhs, it has not
complied with the Accounting Standard Ind AS 8.

6. HMT Watches Limited (“HWL")

a)

b)

Disagreement on Accounting Policies Inappropriate Disclosure:

Going Concern Concept:

® The Board of Directors of HWL in their 72" board meeting held as on
18.01.2016 had decided to close down the HWL after getting the approval from
cabinet committee of Economic Affairs.

* The accumulated losses of HWL as at the March 31, 2019 amounted to
Rs.2,69,939.75 lakhs against which the paid up capital of HWL is Rs.649.01 lakhs
and the losses has totally eroded the net worth of HWL.

® HWL has been incurring continues operating losses for the past many years.

e The total liabilities of HWL as at March 31, 2019 is Rs.2,75,217.41.95/- lakhs
against which the Fixed and current assets of Rs.6,518.94 lakhs.

¢ The contingent liabilities disclosed in the financial statements as at March 31,
2018 are Rs.567.62 lakhs and there are other liabilities, which have not been
quantified. The financial statements do not include any adjustments that might
result from the outcome of this uncertainty.

e Consequent to the decision of closing down HWL, it has sold all its Property
Plant & Equipment (“PPE”) other than the immovable properties and PPE of
Ranibagh Unit. In respect of immovable property other than Ranibagh Unit,
HWL is in the process of transferring the assets.

Certain internal control deficiencies were observed during the course of audit of
financial statements. The management does not establish adequate internal controls to
ensure that transactions were properly classified, accounted, reviewed and reconciled.
The units of HWL did not follow the established internal controls such as performing
account reconciliations, obtaining periodical conformation of balances, and periodical
verification of fixed assets, payment vouchers duly supported by sanctions and
providing management an oversight of the financial management accounting processes.

The Company has not complied with the disclosure of the following Ind AS:

i) As per Ind AS — 8, HWL has not done the retrospective adjustment of prior
period errors and omissions by restating the comparative amounts for prior
period presented or where the errors relates to the period (s) before the

earliest prior period presented, restating the opening balance of assets,
liabilities and equity for that period.



d)

e)

f)

g)

h)

ii) As per Ind AS — 36, HWL has not identified, measured, quantified and disclosed
the impairment of assets and its impact on the current financial statements.

iii) As per Ind AS 109, HWL has not recognized interest free refundable security
deposits at fair value.

iv) Fair value of recognition of financial assets and liabilities.

The details of PPE with written down value of Rs.1 lakh and above which have been
retired from active use and disclosed at lower of book or net realizable value were not
made available in respect of watch factory Ranibagh.

Valuation of inventories not being in accordance with the IND AS 2 - Valuation of
Inventories due to:

e  During the year under review HWL had conducted physical verification of raw
materials, work in progress and finished goods of all the divisions other than the
Ranibagh Unit. However, we have not been provided any reconciliation
statement of stock as per books and physical verification.

* In watch factory Ranibagh the work in progress is valued at cost instead of cost
or NRV whichever is lower.

¢ Individual details of slow/non-moving goods and obsolete inventories were not
made available to us. In Watch Marketing Division and Watch Factory Ranibagh
no provision was made towards non-moving/slow moving inventory which is
contrary to the Accounting policy of the Group. Accordingly, we are unable to
comment on adequacy of such provisions made in the books of accounts.

*  No provision for additional duty redemption fine and penalty of Rs.150.00 lakhs
was made in the accounts relating to watch components valued at Rs. 343,30
lakhs taken into custody by the Customs authorities in the earlier years in
Watch Factory, Ranibagh.

In view of the above we do not express an independent opinion on the correctness of
existence and valuation of inventories. Net effect of the same on the financial results is
not ascertainable.

As required by Part Il, Schedule IIl of the Act, the statement of profit and loss Account
does not disclose item of income or expenditure which exceeds 1 percent of revenue
from the operation or Rs.10 lakh whichever is higher.

Finance cost includes interest on delayed payment of statutory dues instead of
disclosing the same distinctly.

HWL has not made provision for liability towards the interest payable under Micro,
Small and Medium Enterprises Development Act, 2006, if any, in the books of accounts.
The impact of non-provision for such interest on the financial statements of HWL and
the Group is not ascertainable. In the absence of confirmation from vendors and non-
availability of adequate information with the units, provision made towards interest and
the principal amount disclosed as dues as on balance sheet date, we are unable to
comment on the adequacy of provision and the impact on the financial statements.

HWL is in possession of lease hold land admeasuring 33.32 acres at Ranibagh. Lease
period of the said land expired in 2014. HWL is still continuing to show the said land
under Property, Plant & Equipment (“PPE”) and claiming depreciation resulting in



section 143(10) of the Companies Act, 2013 (“the Act”). Our responsibilities under those Standards
are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Code of Ethics
issued by the Institute of Chartered Accountants of India together with the ethical requirements that
are relevant to our audit of the Ind AS financial statements under the provisions of the Act and the
Rules thereunder, and we have fulfilled our other ethical responsibilities in accordance with these
requirements and the Code of Ethics. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our qualified opinion.

Material Uncertainty Related to Going Concern of the Group:

Attention of the members is invited to Note 49 of the Consolidated financial statements regarding
reasons for preparing these Consolidated Ind AS financial statements of the Group on going concern
basis, notwithstanding the fact that the net-worth of the Group is completely eroded. The Group’s
total liabilities exceeded total assets by Rs.475,125.57 lakhs. The appropriateness of the said basis is
inter-alia dependent on the Company’s ability to realise from sale of non-current assets held for sale,
support from Government of India and other business plans. We have also relied on the
representation of the Company in this respect. Our opinion is not modified in this respect.

Key Audit Matters:

Key audit matters are those matters that, in our professional judgment, were of most significance in
our audit of the Ind AS financial statements for the financial year ended March 31, 2019. These
matters were addressed in the context of our audit of the Ind AS financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate opinion on these matters. In
addition to the matter described in the Material Uncertainty related to going concern section, 2e
have determined the matters described below to be the key audit matters to be communicated in
our report. We have fulfilled the responsibilities described in the Auditor’s responsibilities for the
audit of the Ind AS financial statements section of our report, including in relation to these matters.
Accordingly, our audit included the performance of procedures designed to respond to our
assessment of the risks of material misstatement of the Ind AS financial statements. The results of
our audit procedures, including the procedures performed to address the matters below, provide
the basis for our audit opinion on the accompanying Ind AS financial statements.

RN = | e

Key audit matters | How our audit addressed the key audit

matter

Adoption of Ind AS 115 - Revenue from Contract with Customers as described in note 2 i. and note 19 of

the financial statements: |
[ e e — _____I
The Company has adopted Ind AS 115 - Revenue from | As part of our audit procedures, our |
Contracts with Customers, mandatory for reporting | procedures included the following:
periods beginning on or after April 1, 2018.

- We have read the accounting policy for

| Application of Ind AS 115, including selection of revenue recognition and assessed
transition method involves significant judgment in compliance of the policy in terms of
determining when ‘control’ of the goods or services principles enunciated under Ind AS
underlying the performance obligation is transferred 1i5.
:c;pt"r:c-i customer and the transition method to be - We obtained and understood thel
: revenue recognition process including |
As the revenue recognition, due to the significance of determination of point of transfer of
the balance to the financial statements as a whole, we control and completion of
regard this as a key audit matter. performance obligation.




sample basis, and examined the
underlying customer contracts,

- We examined the disclosures made by
management in compliance with the
requirements of Ind AS 115,

Conclusion:

Our procedures did not identify any
material exceptions.
|

Emphasis of Matter in respect of MTL reported by its auditor:

i)

i)

iv)

v)

vi)

The Net Realisable values are not ascertained for inventories therefore all the inventories are
valued at weighted average cost. Due to non-availability of NRV, we are unable to EXpress our
opinion on the impact of such non-determination of the net realizable value compliance on
the loss and value of assets could not be ascertained.

MTL has executed a Technical Collaboration Agreement with NUM AG, Switzerland, for
developing numerical control system for machine tools during 2014. The company has paid
initial installment of Euro 4,00,000. Eour installments amounting Euro 5,71,429 is due as at
March 31, 2018 for which provision has been made in the books of accounts. Though
provision has been made in line with the technology agreement, it appears that NUM AG, has
not provided cost effectively transfer of technology in entirety including staff training,
resulting in lack of competitive and cost effective technology solution to develop, manufacture
the product in house for sales.

As informed to us, the Company is communicating with NUM AG to rescind the agreement. In
view of the proposed closure of the agreement making provision and accounting expenditure
as capital work in progress is not justified.

Margin money deposit of Rs.43.33 lakhs has been classified as cash and cash equivalents.
However, bank confirmation has been produced for Rs.33.29 lakhs. The liquidity and
realisability of the balance Rs.10.04 lakhs is not ascertainable in absence of supporting
documents,

Letter of credit charges at Hyderabad Unit of MBL has been included in the cost of Inventories
deviating Ind AS 2 — Inventories. The impact of such cost on the loss and the assets of the
division could not be ascertained.

Advances include an amount of Rs.28.80 lakhs of brought forward input credit has not been
included in Tran — 1 application filed by Hyderabad unit of MBL. Due to absence of
documentary evidence of such receivable in the opinion of the auditor input credit should not
be recognised.

During the year the members of HMT Chinar Watches Limited have decided to windup
voluntarily with effect from March 25, 2019 and assigned all assets and liabilities to official
liguidator. However, in opinion of the Company the control and board still exist as at the end
of March 31, 2019. Accordingly, assets and liabilities of the said subsidiary is not derecognised
in the books of account,

We performed test of details, on a |

|



Other Information [“Information Other than the Financial Statements and Auditor’s Report
Thereon”]

The Company’s Board of Directors are responsible for the other information. The other information
comprises the information included in the board report but does not include the financial
statements and our auditor’s report thereon. The board report is expected to be made available to
us after the date of auditor’s report.

Our opinion on the financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated,

Management's Responsibility for Consolidated Ind AS Financial Statements:

The Company’s Board of Directors is responsible for the matters stated in section 134(5) of the Act,
with respect to the preparation of these Consolidated Ind AS financial statements that give a true
and fair view of the financial position, financial performance, changes in equity and cash flows of the
Company in accordance with6 the accounting principles generally accepted in India, including the
accounting standards specified 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 implementation and maintenance of
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 Ind AS financial statement that give a true and fair view and are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern and
using the going concern basis of accounting unless management either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financial reporting
process.

Auditor's Responsibilities for the Audit of the Consolidated Ind AS Financial Statements:

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not a
guarantee that an audit conducted in accordance with SAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with SAs, we exercise professional judgement and maintain
professional scepticism through the audit. We also:



Identify and assess the risks of material misstatement of the Consolidated Ind AS financial
statements, whether due to fraud or error, design and perform audit procedures responsive
to those risks and obtain audit evidence that is sufficient and appropriate to provide a basis
for our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Act, we
are also responsible for expressing our opinion on whether the company has adequate
internal financial controls system in place and the operating effectiveness of such controls.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the ability of the Company
to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor's report to the related disclosures in the
Consolidated financial statements or, if such disclosures are inadequate, to modify our
opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Company to cease to
continue as a going concern.

Evaluate the overall presentation, structure and content of the consolidated financial
statements, including the disclosures, and whether the consolidated financial statements
represent the underlying transactions and events in a manner that achieves fair
presentation.

We communicate with those charged with governance regarding, among other matters, the planned
scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide those charged with governance with a statement that we have complied with
relevant ethical requirements regarding independence, and to communicate with them all
relationships and other matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards.

Other Matters:

i)

We did not audit the financial statements/information of 2 units of the holding company i.e.
Tractor Business Group, Pinjore and Food Processing Machinery Unit, Aurangabad included in
these Consolidated Ind AS financial statements of the Company whose financial
statements/financial information reflect total assets of Rs. 6,816.37 lakhs as at March 31, 2019
and total revenues of Rs. 6,022.898 lakhs (including amount included in discontinued
operations of Rs.4,318.94 lakhs) for the year ended on that date. The financial statements/
information of these branches has been audited by the branch auditors i.e. S P Babuta &
Associates, Chartered Accountants, Chandigarh and CA AG & Associates, Chartered
Accountants, Aurangabad respectively whose reports have been furnished to us, and our
opinion in so far as it relates to the amounts and disclosures included in respect of these units,
are based solely on the report of such branch auditors.

We did not audit the financial statements of 5 subsidiaries whose financial statements reflect
total assets of Rs.54,198.97 lakhs as at March 31, 2019, total revenues of Rs.29,950.34 Lakhs
(including amount included in discontinued operations) and net cash out flows amounting to



i)

v)

vi)

vii)

vii)

Rs._587.91 lakhs for the year ended on that date as considered in the consolidated Ind AS
financial statements. The Financial statements of these subsidiaries are audited by other
auditors whose report have been furnished to us by the Holding Company and our opinion on
the consolidated Ind AS financial statements, in so far as its relates to the amounts and
disclosures included in respect of these subsidiaries and Joint venture company and our report
in terms of subsections (3) and (11) of Sec 143 of the Act, in so far as it relates to the aforesaid
subsidiaries and Joint Venture company, is based solely on the repart of the other auditors.
Our opinion on the consolidated financial statements, and our report on other legal and
regulatory requirements below, is not modified in respect of this matter with respect to our
reliance on the work done and the report of the other auditor.

The holding company has not received financial statements of Gujarat State Machine Tools
Limited for the year ended March 31, 2019, an associate. Based on the latest available
financial statements net worth of the said associate has completely eroded. Accordingly, share
of loss of the Group was Rs. Nil Lakhs (restricted to the value of the investments) has been
considered for preparation of these Ind AS consolidated financial statements. Last available
financial statements as received from the said associate has been considered for the purpose
of preparation of these Ind AS consolidated financial statements.

Audited financial statements of Sudmo HMT Process Engineers (India) Limited, a joint venture
in which share of loss of the Group was Rs. 0.75 Lakhs has been considered for preparation of
these Ind AS consolidated financial statements.

In respect of holding company & its units:

The financial statements of Lamp Division have been merged with CHO Accounts and our
report insofar as it relates to the amounts included in respect of this Division is based solely on
the Closing Balances of Last Year's Financial statements of CHO accounts except payment of
Rs.73.67 lakhs towards due to Greater Hyderabad Municipal Corporation.

The Company has discharged the debt of State Bank of India, but the discharge of loan is not

reflected in the charge Index of charges registered with Registrar of Companies of its Index
Number 80046855.

The Company has made a provision for non-moving inventories amounting to Rs.443.23 lakhs
based on the certificate furnished by the management and relied upon by the auditors of the
respective units,

The Branch Auditors of Tractor Business Group, Pinjore (“the Unit”) have reported the
following other matters:

a) As per the Company’s accounting policy, Inventories are valued at lower of cost or net
realisable value. The cost of material is ascertained by adopting “Weighted Average
Method”, till the operations of the Unit continued its operations. The Unit has closed its
operations in year 2016 — 17 and were meant for sale as spares and not for manufacturing.
During the year, substantial portion of inventories were disposed off at prices lower than
its realisable value.

The Unit during the year had outsourced valuation of inventories te an independent valuer
and based on his report we have considered the realisable value as under:

Store Inventory - 60% of book value,
Tractor spare parts inventory - 60% of book value.
Work in progress - 60% of book value.



ix)

x)

ix)

Finished tractors - 23% of book value.

Balance in current maturities of VRS Loan from of India amounting to Rs.12,831.60 lakhs as

reported in note 17 of the financial statements is reported based on the certificate given by
the management. Out of the above amount, an amount of Rs.23,705.20 lakhs has been
shown as continuous defaults of Government of India Loans.

c) During an earlier year the Unit has discontinued its operations and is in the process of
making settlement for all its receivables and payables. The Company need to carry out
proper review of following balances and take necessary action:

Particulars

Amount due to PWD

=

Amount (Rs.
In lakhs)

22.18

—
Remarks

Due for more than 10 years

Claim recoverable from Motokov Ltd 0.11 | Outstanding since 1989 —90
Customs Duty Deposit 0.22 | Old balance
Bombay Port Trust | 0.01 | Old balance J

The Branch Auditors of Food Processing Machinery Division, Aurangabad (“the Unit”) have

reported the following other matters:

a. Inventories of the unit has been valued by the Company and auditors have relied based
on the certificate furnished by the unit amounting to Rs.317.47 lakhs and provision for
non-moving inventory amounting to Rs. 89.90 Lakhs.

b. Disclosure in respect of contingent liabilities has been furnished based on the
information and representations received from the management.

In respect of Common Services Division, Bangalore (“the Unit")

During the previous year the Unit had purchased certain watches and its components from its
subsidiary HMT Watches Limited based on the value determined by the independent valuer.
During the year the Company has determined estimated realisable value which is lower than
cost and reported as inventories of watches in its financial statements which has been relied

upon by auditors.

In respect of HWL the auditor has reported the following:

a. Non-Current assets held for sale includes immovable properties vested under the
Scheme of Arrangement approved by Government of India and non-carrying of the
mutation of title deeds in the revenue records to that effect. Accordingly, the title of the

said properties could not be ensured.

b. HWL is in the possession of gifted land located at Bangalore admeasuring 89.74 acres of
which 7 acres of land encroached upto and the matter taken up with the Government of
Karnataka to shift the un authorized occupants. Though HWL is in possession of land at
various units, it has not obtained up to date encumbrance certificate from the concerned
authorities to ascertain the extent of encroachment/ title verification.



Report on Other Legal & Regulatory Requirements:

1. Asrequired by the section 143(3) of the Act, we report that:

We have sought and obtained all the information and explanations which to the best of
our knowledge and belief were necessary for the purpose of our audit.

Except for the possible effects of the matters described in the Basis for Qualified opinion
section and other matters section, 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.

The Consolidated Balance Sheet, Consolidated statement of Profit and Loss, the
Consolidated Cash Flow Statement and the Consolidated Statement of Changes in the
Equity dealt with by this Report are in agreement with the books of account.

Attention is invited to parjal,4a,5b., e, f, 6i)c., e, 6ii) g 8a) and c) of the ‘Basis of
Qualified Opinion” section which are not in compliance of Indian Accounting Standards
(“Ind AS”), accordingly, in our opinion, the aforesaid Ind AS Consolidated Financial
Statements don't comply with Ind AS specified in section 133 of the Act.

The Company being a Government Company, provisions of 164 (2) of the Act is not
applicable with respect to appointment of directors.

With respect to the adequacy of the internal financial controls over financial reporting of
the Company and the operating effectiveness of such controls, refer to our separate
Report in “Annexure A”.

With respect to 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 Company has disclosed its pending litigations which would impact its financial
position in note 34 of the Ind AS Consolidated financial statements,

i) The Company did not have any long-term contracts as required under the
applicable law or accounting standards and also not entered into any derivative
contracts, accordingly no provision is required to be made in respect of material
foreseeable losses.

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



3. As required by Section 143 (5) of the Act, our submissions are as under:

We give in the “Annexure-B”, a statement on the compliance to Directions issued by the
Comptroller and Audit General of India.

For B.K.RAMADHYANI & CO LLP
Chartered Accountants
Firm Registration No. 0028785/5200021

C. R. Bepal 40
(CACR Deepék)
Partner
Membership No. 215398

Place: New Delhi
Date: May 28, 2019
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ANNEXURE-A REFERRED TO IN PARAGRAPH 1 (f) UNDER THE HEADING “REPORT ON OTHER LEGAL
AND REGULATORY REQUIREMENTS” OF OUR REPORT TO THE MEMBERS OF HMT LIMITED.

Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section 143 of the
Companies Act, 2013 (“the Act”):

We have audited the internal financial controls over financial reporting of HMT Limited (“the
Holding Company”), its subsidiary companies and its Joint Venture, which are companies
incorporated in India as of March 31, 2019 in conjunction with our audit of the financial
statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls:

The respective Board of Directors of the Holding company, its subsidiary companies and its Joint
Venture company, which are companies incorporated in India, are responsible for establishing and
maintaining internal financial controls based on “the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued
by the Institute of Chartered Accountants of India”. These responsibilities include the design,
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 Companies Act, 2013 (“the Act”).

Auditors’ Responsibility:

Our responsibility is to express an opinion on the Company's internal financial controls over
financial reporting based on our audit. We conducted our audit in accordance with the Guidance
Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance Note”) and
the Standards on Auditing, issued by ICAl and deemed to be prescribed under section 143(10) of
the 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 Institute of Chartered Accountants of
India. Those Standards and the Guidance Note require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance about whether adequate internal
financial controls over financial reporting was established and maintained and if such controls
operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
audit of internal financial controls over financial reporting included obtaining an understanding of
internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud
or error.

We believe that the audit evidence we have obtained 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 over financial reporting.



Meaning of Internal Financial Controls Over Financial Reporting:

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those policies
and procedures that (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 authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting:

Because of the inherent limitations of internal financial controls over financial reporting, including
the possibility of collusion or improper management override of controls, material misstatements
due to error or fraud may occur and not be detected. Also, projections of any evaluation of the
internal financial controls over financial reporting to future periods are subject to the risk that the
internal financial control over financial reporting may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Disclaimer of Opinion: (Issued by us on Holding Company)

In case of Food Processing Machinery Unit, Aurangabad the branch auditor has reported in the
following manner:

The Company did not have an appropriate internal control system for inventory with regard to
inventory valuation, as the process of mutual updating the purchase rates in the inventory
software are not adequately getting updated in the system. Further, the internal control system
for identification and allocation of overheads to inventory was also not adequate. These could
potentially result in material misstatements in the company’s consumption, inventory and expense
account bhalances.

The Physical verification of assets was carried out for the FY 2015-16, however we could not find a
reconciliation of such verification with the fixed assets register, thus an effective internal financial
control may be evolved to ensure that there should not be any mismatch between the fixed asset
register and physical assets with respect to the make of the asset, serial number and location

which could potentially result in a material weakness in the process of verification of fixed assets.

The Company did not have adequate appropriate internal controls for reconciling and obtaining
balance confirmation from sundry debtors, sundry creditors and other parties. This could

potentially result in a material weakness, in the financial reporting process of debtors and
creditors

The Company did not have appropriate internal controls for reconciliations and confirmations of
Earnest Money Deposits, Security Deposits and other Deposits which could potentially result in a
material weakness, in financial reporting process of current assets and current liabilities.

A “Material weakness” ic a deficiency, or a combination of deficiencies, in internal financial control
over financial reporting, such that there is a reasonable possibility that a material misstatement of
the company’s annual or interim financial statements will not be prevented or detected on a



Meaning of Internal Financial Controls Over Financial Reporting:

A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those policies
and procedures that (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 authorizations of
management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting:

Because of the inherent limitations of internal financial controls over financial reporting, including
the possibility of collusion or improper management override of controls, material misstatements
due to error or fraud may occur and not be detected. Also, projections of any evaluation of the
internal financial controls over financial reporting to future periods are subject to the risk that the
internal financial control over financial reporting may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Disclaimer of Opinion: (Issued by us on Holding Company)

In case of Food Processing Machinery Unit, Aurangabad the branch auditor has reported in the
following manner:

The Company did not have an appropriate internal control system for inventory with regard to
inventory valuation, as the process of mutual updating the purchase rates in the inventory
software are not adequately getting updated in the system. Further, the internal control system
for identification and allocation of overheads to inventory was also not adequate. These could
potentially result in material misstatements in the company’s consumption, inventory and expense
account balances.

The Physical verification of assets was carried out for the FY 2015-16, however we could not find a
reconciliation of such verification with the fixed assets register, thus an effective internal financial
control may be evolved to ensure that there should not be any mismatch between the fixed asset
register and physical assets with respect to the make of the asset, serial number and location
which could potentially result in a material weakness in the process of verification of fixed assets.

The Company did not have adequate appropriate internal controls for reconciling and obtaining
balance confirmation from sundry debtors, sundry creditors and other parties. This could
potentially result in a material weakness, in the financial reporting process of debtors and
creditors

The Company did not have appropriate internal controls for reconciliations and confirmations of
Earnest Money Deposits, Security Deposits and other Deposits which could potentially result in a
material weakness, in financial reporting process of current assets and current liabilities.

A “Material weakness” is a deficiency, or a combination of deficiencies, in internal financial control
over financial reporting, such that there is a reasonable possibility that a material misstatement of
the company’s annual or interim financial statements will not be prevented or detected on a



timely basis.

In our opinion, because of the possible effects of the material weaknesses described above on the
achievement of the objectives of the control criteria, the company has maintained, in all material
respects, adequate internal financial controls over financial reporting were operating effectively as
of March 31, 2019, based on the internal control over financial reporting criteria established by the
company considering the essential components of internal control stated in Guidance Note on
Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered
accountants of India.

We have considered the material weaknesses identified and reported above in determining the
nature, timing and extent of audit tests applied in our audit of the financial statements of the
company as at and for the year ended March 31, 2019, and these material weaknesses have
affected our opinion on the financial statements of the company and we have issued a qualified
opinion on the financial statements.

In respect of Tractor Division, Pinjore:

In our opinion, the Company, in all material respects, has an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at March 31, 2019, based on “the internal control over financial reporting
criteria established by the Company considering the essential components of internal control
ctated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued
by the Institute of Chartered Accountants of India”.

In respect of Corporate Head Office, Bangalore and Common Services Division, Bangalore:

The system of internal financial controls over financial reporting with respect of Tractor Division,
Pinjore, Common services division and Corporate Head Office, Bangalore were not made available
to us to enable us to determine if the Company has established the adequate internal financial
control over financial reporting at the aforesaid divisions and whether such internal financial
controls were operating effectively as at March 31, 2018.

We have considered the disclaimer reported above in determining the nature, timing and extent of
audit tests applied in our audit of the Ind AS consolidated financial statements of the Company,
and the disclaimer doesn’t affect our opinion on the Ind AS consolidated financial statements of
the Company.

Opinion (issued by statutory auditors of HMT Machine Tools Limited):

In our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at March 31, 2019, 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.

Disclaimer of Opinion (issued by statutory auditors of HMT Watches Limited):

The system of internal financial controls over financial reporting with regard to the Company were
not made available to us to enable us to determine if the Company has established adequate
internal financial control over financial reporting and whether such internal financial controls were
operating effectively as at March 31, 2019.

The system of internal financial controls over financial reporting with regard to the Units of the



Company have not been audited by the respective statutory auditors of the Units and we are
unable to determine if the Units have established adequate internal financial control over financial
reporting and whether such internal financial controls were operating effectively as at March 31,
2019.

We have considered the disclaimer reported above in determining the nature, timing, and extent
of audit tests applied in our audit of the standalone financial statements of the Company, and
disclaimer has affected our opinion on the financial statements of the standalone Company and
we have issued a disclaimer opinion on the financial statements.

Opinion (issued by statutory auditors of HMT Chinar Watches Limited):

In our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at March 31, 2019, 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.

Disclaimer of Opinion (Issued by Statutory auditors of HMT Bearings Limited):

a. In view of lack of sufficient appropriate audit evidence of establishment of a frame work for
internal financial control over financial reporting, we are unable to express our opinion,
regarding adequacy of internal financial control over financial reporting and whether or not
suc internal financial controls were operating effectively as at March 31, 2019.

b. Though the framework for internal financial control over financial reporting is not established,
we have considered the same in determining the nature, timing, and extent of audit tests
applied in our audit of the financial statements of the Company and it does not impact our
audit opinion on the financial statements.

Opinion (issued by statutory auditors of HMT (International) Limited):

In" our opinion, the Company has, in all material respects, an adequate internal financial controls
system over financial reporting and such internal financial controls over financial reporting were
operating effectively as at March 31, 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

Other Matters:

Our aforesaid reports under section 143 (3) (i) of the Act on the adequacy and operating
effectiveness of the internal financial controls over financial reporting insofar as it relates to 5
subsidiary companies and 1 joint venture, incorporated in India, are based on the corresponding
reports of the auditor of such companies incorporated in India.

For B.K.RAMADHYANI & CO LLP
Chartered Accountants
Firm Registration No. 0028785/5200021

(CACRDeepak) '~/ -
Partner [

Place: Bangalore Membership No. 215398
Date: May 28, 2019



ANNEXURE - B REFERRED TO IN PARAGRAPH 3 UNDER THE HEADING “REPORT ON OTHER
LEGAL AND REGULATORY REQUIREMENTS” OF OUR REPORT DIRECTIONS INDICATING THE
AREARS TO BE EXAMINED BY STATUTORY AUDITORS DURING THE COURSE OF AUDIT OF
ANNUAL ACCOUNTS OF HMT LIMITED FOR THE YEAR 2018 - 2019 ISSUED BY THE
COMPTROLLER & AUDITOR GENERAL OF INDIA (“C&AG”) UNDER SECTION 143 (5) OF THE
COMPANIES ACT, 2013

[Sl. | Directions | Audit Observations

No.

lj Whether the Company has system in place | Based on the information and explanation
to process all the accounting transactions | provided to us by the Company, all the
through IT system? If yes, the implications | accounting  vouchers are  manually
of processing of accounting transactions | prepared and entered into IT systems. All
outside IT system on the integrity of the | the vouchers are authorised by the
accounts along with financial implications, if | appropriate authorities. In our opinion
any, may be stated. this doesn’t have any financial implication.

2. Whether there is any restructuring of an | Based on the information and explanation
existing loan or cases of waiver/ write off of furnished to us by the Company, there is
debts/ loans/ interest etc, made by a lender | no restructuring of loan/ waiver off of

to the Company due to the Company’s | debts/ loans/ interest etc from its lenders.
inability to repay the loan? |If yes, the
financial impact may be stated.

I Whether funds received/ receivable for Based on the information and explanation
specific schemes from central/ state | furnished to us by the Company has
agencies were properly accounted for/ | received an amount of Rs.13.74 Lakhs
utilised a per its term and conditions? List from Department of Heave industry
the cases of deviations. towards reimbursement expenses
incurred by the Company for Financial &
Strategic Review of Consolidation &
Restructuring Plan of the Company paid to
IIM, Bangalore. Since the communication
from Department of Heavy Industry states
as one-time interest free loan the same
has been treated as current liabilities.
Management has informed that it is in
process of getting ratification for same.
Accordingly, we are unable to comment
whether it is loan or grant given by the
Central Government.

e




A. Inrespect of subsidiaries.

Whether the Company has system in place to process all the accounting transactions
through IT system? If yes, the implications of processing of accounting transactions
outside IT system on the integrity of the accounts along with financial implications, if any,
may be stated.

MTL In the opinion of the subsidiary auditor, MTL does not
have system in place to process all the accounting
transactions through IT systems. However, the Company
has adopted standalone PC/ Local Area Network at each
location for accounting using tally or other software.

HMT Bearings Limited Not furnished
HMT Watches Limited Not furnished
HMT Chinar Watches Limited Not furnished
HMT International Limited Not furnished

Whether there is any restructuring of an existing loan or cases of waiver/ write off of
debts/ loans/ interest etc. made by a lender to the Company due to the Company’s
inability to repay the loan? If yes, the financial impact may be stated.

MTL There has been old outstanding due to GOI which has
not been repaid or being repaid on an ongoing basis for
past several years. We have not been provided with
details of any write off/ waiver etc and accordingly,
unable to comment on financial impact if any.

HMT Bearings Limited Not furnished
HMT Watches Limited Not furnished
HMT Chinar Watches Limited Not furnished

HMT International Limited Not furnished

Whether funds received/ receivable for specific schemes from central/ state agencies
were properly accounted for/ utilised a per its term and conditions? List the cases of
deviations.

MTL The Company has availed working capital loan and
bridge loan of Rs.348.53 crores from the GOI and has
applied the same for the purpose for which it was

availed.
HMT Bearings Limited Not furnished
HMT Watches Limited Not furnished

HMT Chinar Watches Limited Not furnished

HMT International Limited Not furnished
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HMT LIMITED
(CONSOLIDATED)
Statement of Impact of Audit qualification (for Audit Report with modified opinion) submitted
Along-with Annual Financial Results

Statement of Impact of Audit Qualifications for the Financial Year ended March 31,2019
[See Regulation 33/52 of the SEBI (LODR) (Amendment) Regulations, 2016]

Audited Figures Adjusted Figures
SL.No. Particulars (as reported (audited figures after
before adjusting adjusting for qualifications)
for

= | gualifimh'ons!
1, Turnover/ Total income (Rs. in Lakhs) 30802.39 30802.39
2 Total Expenditure (Rs. in Lakhs) 35169.76 35169.76

3 Net Profit /(Loss) (Rs. in Lakhs) ’ 14381.75 14381.75 /
4 Earnings Per Share (in Rs.) E ‘ 4.36 ) 4.36 |

Tma khs) 71802.87 71802.87 |
6. Total Liabilities (Rs. in Lakhs) 546928 .44 _—___“_'_—T—Wd,
7. Net Worth (Rs. in Lakhs) (475125.57)) “W)—-
8. Any other financial item (s) (as felt appropriate by I R o Nil

__|_the Management) £
Audit Qualification (each audit qualification separately): j

a.  Details of Audit Qualification : As per enclosure

b.  Typeof Audit Qualification : Qualified Opinion ‘
. Frequency of Qualification - Asperenclosure =

d.  For Audit Qualificatinn(s} where the impact is quantified by the auditor, Management’s Views :NJ|. J
e.  For Audit Qualification(s) where the mpact is not quantified.by the auditor:

o |

P e .__T'_'_____——‘—_'_'"___"—,‘—_
(i) Management's estimation on the impact of Audijt Qualification: NIL

(if) If Management is unable to estimate the impact, reasons for the same : As per enclosure

i

(i) Auditors Comments on (i) or (ii) above \J
Signatories :
I * CEO/Managing Director
* CFO

. Audit Committee Chairman I

*  Statutory Auditor
Place : New Delhi
Date : 28-05-2019




HMT LIMITED
(STANDALONE)

Statement of Impact of Audit qualification (for Audit Report with modified opinion) submitted

Audit Qualification (each audit
S — ]
da.  Details of Audit Qualification : As per enclosure |

Along-with Annual Financial Resylts

Statement of Im act of Audit
See Regulation 33,

L3 e

Audited Figures
(as reported
before adjusting
for

adjusting for qualifications)
qualifications ‘j

Net Profit /(Loss) (Rs. in Lakhs) m 169247
[}

Adjusted Figures
(audited figures after |

Total Assets (Rs. in Lakhs) 105594.76 10559476 |
Total Liabilities (Rs. in Lakhsy) 93873.36 —__'_Wﬁ/
Net Worth (Re.in Lakf) 730 T
Any other financmqs:ﬂas felt appropriate by Nil e LT e Nil

the Management

qualification separately): &

- \\_——_ﬁ_-ﬁh—hﬁ——_—_—l
b.  Type of Audit Qualification : Qualified Opinion

.
€. Frequency of Qualification ; As per enclosure ’
d.  For Audit Qualificatiun(s) where the impact is quantified by the auditor, Management’s Views :NIL _—-4|
: qummuﬁmmn(WH;

(i) Management's estmmW__j
(iii) Auditors Comments on () or (ii) above _f

Place : New Delhi
Date ; 28-05-2019

Statutory Auditor

CEO/Mana ging Director C __f_ g ;g -
S el o

CFO

Audit Committee Chairman

Il | Signatories : S —-—_4’
|
||
|

|
|



QUALIFIED OPINION OF STATUTORY AUDITOR AND MANAGEMENT REPLIES

HMT LIMITED ( CONSOLIDATED)

Audit Observations

Management Reply

Frequency
of
Qualification

Food Processing Machinery Unit, Aurangabad

As per information and explanation
given to us with regards to the valuation
of inventory as stated in Note No. 1.9
stock of raw material is valued by
adopting Weighted Average Cost
Method. However, in the inventory
software for many stock items rates
were not updated because of which
respective stocks were valued at Nil.
These were later manually updated
based on the Purchase Orders available.
Owing to the nature of Unit's records
and in the absence of sufficient audit
evidence, we are unable to ascertain if
there is material departure from the
Weighted Average Cost Method
followed by the Company. We are also
unable to ascertain its consequent
impacts, if any, on the Ind AS
standalone financial instruments.

The inventory valued by method adopted
Weighted Average Cost. There is some 20-

| 30 item of store (consumable) valued nil

due to system error/ software drawback.
It will corrected as earliest said stock has
valued as per Purchase cost from PO.
Hence there may not be material impact
with the valuation of inventories.

Repetitive

Tractor

Business Group, Pinjore

Lease rental income from leased out
portions of land, apartments, school
etc. lying within the premises of HMT
Limited, Pinjore, has not been
accounted as “Other Income” in the
books of HMT Limited (Tractor Division),
since, financial year 2017-18. During
financial year 2016-17, a sum of
Rs.143.90 lakhs depicted as rental
income. In our opinion such income
during financial year 2017 - 18 and
2018-19 should have been accounted in
its books and suitable expenses relating
to Estate Operation should have been
accounted. However, management has
informed us that these transactions
have been accounted by HMT Machine
Tools Limited. We are unable to
ascertain the impact on these Ind AS
financial statements due to absence of
the information. To this extent the

e

Immediately after the closure of operation
of Tractor Business Group, Pinjore it was
decided by Corporate Head Office to hand
over the rental income from HMT Estate
to HMT Machine Tools Limited, Pinjore.
Correspondingly all expenses of estate
were also shifted to HMT Machine Tools
Limited, Pinjore.

First time




revenue is understated..

Common Services Division
a) Attention is invited to note 22 in respect | Reconciliation of GST on sales and input | Repetitive
of reconciliation of GST collected on | tax credit availed will be carried out during
sales, input tax credit availed which is | 2019-20.
subject to reconciliation. We are unable
to express any independent opinion on
the same.

Corporate Head Office and Companyasa
whole

a) The Company contributes provident | HMT Limited (Holding Company) has five | Repetitive
fund to its employees to a provident | subsidiary Companies, wviz.,, 1) HMT
fund trust, which is a defined benefit | Machine Tools Limited, 2) HMT Watches
plan. As per Ind AS — 19, the Company | Limited, 3) HMT (International) Limited, 4)
as a whole has not obtained the | HMT Bearings Limited and 5) HMT Chinar
actuarial valuation report and | Watches Limited. The PF Trusts of various
accounted for employer’s contribution. | Units of the Subsidiary companies are

situated in different locations, viz,

Bangalore, Pinjore, Hyderabad,

Kalamassery, Ajmer & Srinagar. Further,

combinations of two or more Subsidiary

Companies PF  accounts are being

maintained by single PF Trust.

Further, HMT Watch Factory, Ranibagh PF
Trust had been taken over by the Office of
The Regional Provident Fund
Commissioner’s w.e.f. 01.09.2010.

For implementing Indian Accounting
Standard bifurcation of income &
| expenditure, assets & liabilities of PF Trust
is required and since in the PF trust
Account, income & expenditure statement
and balance sheets are common for the
employees of different Companies / Units
managed by it, as such, it is very difficult
to bifurcate the same. However, all our
efforts are being made to compile the
required information for the purpose of
actuarial valuation

b) Attention is invited to note 45 regarding | Confirmation from the parties will be | Repetitive
confirmation and reconciliation of | obtained during 2019-20.
balance with whom it has transactions.

HMT MACHINE TOOLS LIMITED (“MTL")




MTL has not made provision for liability if
any, towards the interest payable to the
parties covered under Micro, Small,
Medium Enterprises Development Act,
2006.

The accounting policy stated for the
recognition of revenue is based on the Ind
AS 18. However, with effect from April 1,
2018, Ind AS 18 has been withdrawn and
has been replaced with Ind AS 115. The
company’s accounting policy recognizing
the revenue has not been changed despite
the enactment of the new standard. This
results in non-compliance to Section 133 of
the Act. The impact of such non-compliance
on the loss, assets and liabilities is not
ascertained.

MTL has not carried out Impairment Test as
required by Ind AS 36 even though both
internal and external indicators are present
due to Technological development and
effect on the performance of the asset,

During August 2010, MTL had placed an
order with CMC Limited for supply of
hardware and implementation of SAP
system across all the units of MTL. The
scope of work envisaged included
supply, installation, commissioning of
hardware, SAP licences, customisation
of software, training of employees etc.
However, it has been informed that the
implementation is negligible and due to
inordinate delay in implementation, the
SAP system has become redundant due
to subsequent improvements in
technology. MTL has incurred an
amount of Rs.128.89 lakhs towards
hardware which is grouped under
Capital work in progress and Rs.229.35
lakhs towards development of software
which is grouped under Intangible
assets under development,

Since the SAP system is not fully
customized and put to use due to delay
in implementation we are unable to

Company is in the process of
collecting details from MSME
Vendors. Delay if any is on account
of non-submission of details by the
MSME Vendors.

Company will follow Ind AS 115 for
the FY 2019-20, once the new
accounting policy is adopted by
Holding Company and after
obtaining necessary approval, even
though the changes in Accounting
Standard will not have any impact
on the financials of the Company

Company will carry out Impairment
Test and necessary action in FY
2019-20.

First Time

First Time

First Time




express any' independent opinion with
regard to impairment of the said asset
as per Ind AS — 36.

The Unit has not complied from the
requirement of Schedule-ll of Companies
Act, 2013 of depreciating the assets over its
useful life and such depreciable amount
shall be the cost of assets less its residual
value. The company follows the policy of
depreciating the Plant and Equipment
costing less than Rs.10,000/- to Rs.1/- in the
year of Purchase. Due to unavailability of
required information impact could not be
quantified.

Pinjore unit of MBL has boocked interest
income of Rs.4.47 lakhs on deposit with
Uttar Haryana Bijli Vitran Nigam, which was
pertaining to PY 2017-18. As per Ind AS-8, it
requires retrospective adjustment of prior
period errors and omissions by restating the
comparative amounts for the prior period
presented or where the errors relates to the
periods before the earliest period
presented, restating the opening balance of
assets, liabilities and equity for that period.
As the unit has not retrospectively adjusted
the prior period error or omission of Rs.4.47
lakhs, it has not complied with the
Accounting Standard Ind AS 8

Hyderabad unit of MBL has booked an
expense of Rs.17.08 lakhs in the books of
accounts during the current year pertaining
to previous accounting periods. As per Ind
AS-8, it requires retrospective adjustment of
prior period errors and omissions by
restating the comparative amounts for the
prior period presented or where the errors
relate to ‘the periods before the earliest
period presented, restating the opening
balance of assets, liabilities and equity for
that period. As the wunit has not
retrospectively adjusted the prior period
error or omission of Rs.17.08 lakhs, it has
not complied with the Accounting Standard
Ind AS 8.

The Company will follow Schedule-I|
of Companies Act, 2013 for
depreciating assets fully in respect
of Assets costing less than Rs.
10,000/~ retaining residual Value at
Re.l1/-

The Company will follow Ind AS for
the FY 2019-20, once the new
accounting policy is adopted by
Holding Company and  after
obtaining necessary approval. The
value is less than 0.25% of the Total
Revenue.

The Company will follow Ind AS for
the FY 2019-20, once the new
accounting policy is adopted by
Holding Company and after
obtaining necessary approval. The
value is less than 0.3% of the Total
Revenue.

First Time

First Time

First Time




HMT WATCHES LIMITED (“HWL”)

1. Disagreement on Accounting Policies Ina

pprﬁﬁriate Disclosure:

a)

I. Disagreement on Accounting
Policies inappropriate Disclosure.

Going Concern Concept:

The Board of Directors of HWL in
their 72 board meeting held as on
18.01.2016 had decided to close
down the HWL after getting the
approval from cabinet committee of
Economic Affairs s,

The accumulated losses of HWL as
at the March 31, 2019 amounted to
Rs.2,69,939.75 Lakhs against which
the paid up capital of HWL is
R5.649.01 Lakhs and the losses has
totally eroded the net worth of
HWL,

HWL has been incurring continues
operating losses for the past many
years .

The total liabilities of HWL as at
March 3,2019 is Rs.2,75,217.41.95/-
Lakhs against which the Fixed and
current assets of Rs.6,518.94 lakhs |,

The contingent liabilities disclosed
in the financial statements as at
March 31, 2018 are Rs.567.62 lakhs
and there are other liabilities, which
have not been quantified. The
financial statements do not include
any adjustments that might result
from the outcome of this
uncertainty,

Consequent to the decision of
closing down HWL, it has sold all its
Property Plant & Equipment (“PPE”)

other than the immovable
properties and PPE of Ranibagh
Unit. In respect of immovable

The Company is a subsidiary of HMT
Limited and has been carrying on its
activities. The Company has been
receiving financial support from the
Government of India. The financial
statements have been prepared as
per Ind AS ongoing concern
concept.

DHI conveyed vide letter dated 13-
1-2016, the decision of the CCEA to
close the Company by sending the

all the employees on VRS/VSS. The
Company has relieved all the

employees on  VRS/VSS and
retrenchment.

Repetitive

property other than Ranibagh Unit,
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the assets,

b) Certain internal cm‘qtro! deficiencies The Company has appointed the

were observed during the course of e
; : 3 practicing  Chartered Accountant

audit of financial statements, The | .. -

t o ; tablish firms as Internal auditors. There are

;r:;naugae;men. . :’ESI e tesla 'z No major discrepancies are reported

Inte 2 %
ensjre eth ; t"a :;?n okl 8 by the internal auditors. The
| a' _;_ar;sac W uutre:je necessary corrective action as
prgpery Sigssitie s, ASLOLN ? | suggested by auditor has been
reviewed and reconciled. The units : : ;
: taken care during the Next financial
of HWL did not follow the vear

established internal controls such as :

performing account reconciliations,

obtaining periodical conformation

of  balances, and periodical

verification of fixed assets, payment

vouchers  duly supported by

sanctions and providing

management an oversight of the

financial management accounting

processes,

c) The Company has not complied

the disclosure for the following

as per IND AS:-

i s per | -8 HWL h t i 2 ;

. Asperind AS -8, H " po In our opinion the Company doesn’t
done the retrospective . :

3 : : have any prior period expenses
adjustment of prior period : : ;
i whmhrequweadumnnentaspermd
errors  and  omissions by :
; ’ AS. Hence, no restatement is not
restating  the  comparative
; - done.
amounts for prior period
presented or where the errors
relates to the period (s) before
the  earliest prior  period
presented, restating the
opening balance of assets,
liabilities and equity for that
period,

ii. As perind AS — 36, HWL has not !
idenﬁﬁed,rneasured,quanﬁﬁed Tre i?:?paﬂy @tungﬁg doir:? an:
and disclosed the impairment of | ¢'@ssitied a il HIEE ah

. Current Assets held for Sale at Book
assets and its impact on the Yl whe NRU| it $h
current financial statements, il * mare a.n g

Book Value, Hence there is no
impairment.

iii. As per Ind AS 109, HWL has not

; I Thc_a Empany is under clos_t_:__re and

Repetitive

Repetitive

Repetitive

Repetitive

—_

S

¥




recogFized = interest _f_r:eé
refundable security deposits at
fair value,

. Fairvalue of recognition of
financial assets and liabilities

d) The details of ppg with written
down value of Rs.1 lakh and above
which have been retired from active
use and disclosed at lower of book
or net realizable value were not
made available in respect of watch

factory Ranibagh.

e) Valuation of inventories not being in
accordance with the IND As 2 .
Valuation of Inventories due to :

During the year under review
HWL had conducted physical
verification of raw materials,
work in progress and finished
goods of all the divisions other
than  the Ranibagh  Unit.
However, we have not been
provided any reconciliation
statement of stock as per books
and physical verification.

In watch factory Ranibagh
work in progress is valued
cost instead of cost or NRV
whichever is lower

at

Individual details of slow/non-
moving goods and obsolete
inventories were not made
available to wus. In Watch
Marketing Division and Watch
Factory Ranibagh no provision

was  made towards non-
moving/slow moving inventory
e v, U iR P S

%guishﬁg all its__ﬁabiiﬁtg and
realizing all assets at the earliest to
remove its name from RoOC,
Therefore security deposit has to be
refunded immediately.

Repetitive
The Company is under closure and

The Assets and Liabilities are being
addressed during the next financial
year,

Repetitive
The Details of PPE will be made

available during the next financial
year.

r Repetitive
The Company  has reconciled
Inventories with Books of Accounts
in respect of Ranibagh Unit.
! ) Repetitive
the | The valuation of WIP is at cost only
as there is no MRP/NRV for the wip.
We are not selling the WiPp.
e Repetitive
The Company has made a provision
of Rs. 11.12 Crores at WFR



which s contrar-y to the
Accounting policy of the Group.
Accordingly, we are unable to
comment on adequacy of such
provisions made in the books of
accounts,

* No provision for additional duty
redemption fine and penalty of
Rs.150.00 lakhs was made in the
accounts relating to watch
components valued at Rs.
343.30 lakhs taken into custody
by the Customs authorities in
the earlier vyears in Watch
Factory, Ranibagh.

In view of the above we do not
express an independent opinion
on the correctness of existence
and valuation of inventories.
Net effect of the same on the
financial results is not
ascertainable,

f) As required by Part II, Schedule III
of the Act, the statement of profit
and loss Account does not disclose
item of income or expenditure
which exceeds 1 percent of revenue
from the operation or Rs.10 lakh
whichever is higher.

g) Finance cost includes interest on
delayed payment of statutory dues
instead of disclosing the same
distinctly |

h) HWL has not made provision for
liability towards the interest
payable under Micro, Small and
Medium Enterprises Development
Act, 2006, if any, in the books of
accounts. The impact of non-
provision for such interest on the
financial statements of HWL and the

The case is settled in favor of the
Company. The Company is needed
not to make any provision

The annual accounts are prepared
based on the quantum transactions.
Further, it is noted and the same
will be reviewed and necessary
corrective action will be taken
during the FY 2019-20.

It is noted and the same will be
reviewed and necessary corrective
action will be taken during the FY
2019-20.

As per the data/information
available with the Company, the
Vendors are not MSME
Certified/Registered

Repetitive

Repetitive

Repetitive

Repetitive




Ee

Group is not as'i:ert;nable_._l_n_-the

absence of confirmation  from

vendors and non-availability of

adequate information with  the
units,  provision magde towards
interest and the principal amount
disclosed as dues as on balance
sheet date, we are unable to

comment on the adequacy of

provision and the impact on the
financial statements,

i) HWL is in possession of lease
hold land admeasuring 33.32 acres
at Ranibagh. Lease period of the
said land expired in 2014 HWL is
still_continuing to show the said
land under Property, Plant &
Equipment (“PPE”) and claiming
depreciation resulting in
overstatement of ppg and
understatement of losses to an
extent of Rs.5.14 lakhs,

II. Disagreement on
accounting issues

a) Other current liabilities include
an amount of Rs.926.64 Lakhs
relating to advances received
against sale of |and including
buildings. HWL has executed an
agreement to sell and the
possession of land (including
buildings) has been given to the
purchaser. The transaction has
not been recognized as sale
pending  approval from the
concerned authorities for the
execution of sale deed. The
value of land (including
buildings) has been included in
the respective head under PPE
though there are no future
economic benefits flowing to
HWL or to the Group and the
possession is already given to
the buyer,

b) There is no system of obtaining

—

- Repetitive
It is noted and the same will be
reviewed and Necessary corrective
action will be taken during the Fy
2019-20,

Repetitive
The sale deed has not yet been
executed since approval from the
competent authority has not been
obtained and the Company has
been consistently adopting the
accounting such sale only after
conveyance of the property

Repetitive
All  the trade receivables are

pertaining prior to the period of

siminal]

2005. We have made provision for




c)

d)

periodical confirmation of
balances relating to trade
receivables, trade payables,

loans and advances, current
liabilities and provisions and in
many cases the balances are
subject to reconciliation. The
effect of the same on current
assets and current liabilities and
on the net loss for the year is
not ascertainable,
Reconciliation has not been
done for many years. We are
unable to obtain direct balance
confirmation from parties in the
absence of details of parties
made available to us.

Balances with banks in current
account with scheduled banks
relating to few of the show
rooms amounting to Rs. 31.38
Lakhs and cash on hand
amounting to Rs. 1.29 lakhs
relating to Woatch Marketing
Division are disclosed as per
books of accounts. We have not
been provided the bank
confirmation of balance and
physical cash certificates. No
explanation with regard to the
cash balance of show rooms
and bank balances were
provided to us.

Other current assets include a
sum of Rs.21.11 lakhs
representing suspense account
Dr. (OBS) and Rs.1.98 lakhs
representing suspense account
debit — OBS Opn (Cr.) relating to

watch  marketing  division.
Individual details of such
credits/  debits were not

ascertainable and are subject to
reconciliation,

GST  liability under reverse
charge mechanism has neither

all the trade receivables. However,
it is to be noted that all the parties
are under litigation and with the
court cases

The Company closed all the Show
rooms and funds available at show
rooms are transferred to Watch
Marketing division account. After
verification it is noted that the

amounts  transferred to WMEK
account is  accounted in the
Suspense  account and later

transferred to other income instead
of concerned show room account.
Necessary corrective action will be
taken after getting / correcting the

requisite  information / data/
documents from the Units.
The suspense accounts will be

reconciled during the FY 2019-20
and will be closed by obtaining
approval from the competent
autharity

All the payments are made on
account basis. Necessary action will
be taken at the time of final
settlement made to the party

Repetitive

Repetitive

Repetitive




f)

)

h)

been ascertained nor provided
for in the accounts ,

The details for interest on
delayed payment statutory dues
were not made available. HWL
has neither ascertained nor
worked out the quantum of
penal interest, penalties and
damages towards default in
remitting statutory dues,

No provision towards gratuity
amounting to Rs. 28 Lakhs
during training period has been
made in the financial
statements as ordered by ALC
on the applications filed by 125
separated employees and
orders of Honorable High Court
of Karnataka to deposit Rs. 28
Lakhs, which is contrary to IND
AS 37 - Provisions, Contingent
Liabilities and Contingent
Assets, resulting in
understatement of loss and
current liabilities and provisions
to that extent,

In Watch Marketing Division,
Retention Deposit, EMD and
Security Deposits and other old
outstanding liabilities shown
under other current liabilities
continue to be carried forward
and many of the showrooms
have been closed. Complete
party wise details of such
deposits are not available and
no steps have been taken to
ascertain the details and
review/reconciliation of such
deposits,

KVAT input credit as per books
of Watch Factory, Tumkur is
Rs.18.11 Lakhs whereas as per
KVAT Form 100 it is NIL. No
reconciliation has been carried
out by HWL ,

The interest on delayed payment of
statutory dues are paid

The case is pending with Honorable
HIGH COURT. The payments will be
made as and when the received
order from Court.

The Company has approached the
various Courts to recover dues from
the RDS. These amounts will
adjusted towards dues from the
parties at the time of settlement on
receipt of the court orders.

All the transaction pertains to VAT
are explained to the concerned
authorities. The unit is closed.

The party has no documents and
the documents which are produced

Repetitive

Repetitive

Repetitive

Repetitive

Repetitive




Effect on

j) HWL has not disclosed
contingent  liability if any,
relating to sale of land to
Canara Bank and subsequent
claim by third party vide
miscellaneous  petition  no.
621/622 pending adjudication .

No provision has been made for
liabilities aggregating Rs.
1,588.57 lakhs in respect of
employee related claims
relating to lockouts, back
wages, incentives, annual bonus
etc. This has resulted in
understatement of net loss by
Rs. 1,588.57 lakhs and
corresponding understatement
of current liabilities to that
extentt,

1) In pursuant to distress warrant
dated 23-12-2011 issued by
BBMP for recovery of Rs.381.31
lakhs of property tax along with
penalty for the period from 01-
10-1995 to 2011-12, a total
provision of Rs.665.19 lakhs has
been made towards such taxes
and penalties as at the March
31, 2018,

m) One of the creditor of HWL had
obtained execution decree
dated 30-05-1998 passed in OS
no. 15652 of 2008 for Rs. 128
lakhs. This fact together with
contingent liability if any has

not been disclosed in the
financial statements of HWL,
all the above matters is not

ascertainable on the financial statements of the

Group

are found in the court are bogus.
There is no need to make any
provision in the books of accounts

This case is pertains to 1979-80. As
all the employees are relived on VRS
after taking under taking of no dues
from the Company. The Company
will review the status of the cases
and corrective action will be taken
during 2019-20.

The Company has made one time
settlement with BBMP. Awaiting the
final order.

The Company settled the amount in
the court.

Repetitive

Repetitive

Repetitive

HMT BEARINGS LIMITED {“HBL")

Our adverse opinion is based on the following ]-— s




e
observations:

d.

_—-_,___.____._.__.___.__ -

The Company received approval
from DHI vide letter dated 13-1-
2016. The company relieved all the
employees on VRS and disposed the
movable and immovable assets of
the company .The Company also
received the approval from DHI for
winding up. The Company has to
settle the Debtor, creditors and
legal cases, |t is therefore the
tompany drawn the accounts as
going concern.,

Though the tompany is under closure as Repetitive

reported in materia| uncertainty related
to going concern section, the accounts
have been Prepared on a going concern
basis deviating from |ng AS1,

As per the CCEA approval the G|
Loans will pe written off in the
Books only on the closure of the
Company.,

In terms of letter dateq January 13, First Time

2016 received from the Government of
India, Ministry of Heavy Industries and
public Enterprises, the Company failed
to transfer the entire Proceeds of sale of
immovable property to the Government
of India, and also in  terms of
subsequent letter dated 13"January,
2017, failed to write off the GQ| loan.
The said non-compliance has resylted in
under stating of the other Equity of the
company by Rs.8,303.29 lakhs and over
stating of Other Financial Liabilities by
Rs.8,303.29 lakhs,

The Company is in the process of
winding up and is formmg a
Committee for One Time Settlement
of Creditors and recovery of Debtors
and  the  balance if  any
payable/receivable will be
reconciled before Voluntary
Winding up of Company.

HBL has neither made any provision for Repetitive
expected credit Joss nor has obtained
confirmation of balances from trade
receivables  whose balances  are
outstanding for more than one year and
they have been classified as current
assets. HBL is doubtfyl of recovery of

the said debts,

The company is in the process of First Time
settling all creditors after
determining the amounts  during
2019-20. The company is in the
process of winding up. By
ascertaining  the  amounts of
advances , it will be settled during
2019-20

————— ——

Trade payables and certain advance
accounts of HBL were carried forward
from previous year and shown under
current liabilities/ assets. HgL has no
records/ confirmation letters for the
same to determine whether they are
payable/ receivable or not,




: ] : The creditors are not submitted the Repetitive
HBL has not disclosed information as ) s ]

) g : data regarding the registration of
required by Micro, Small and Medium MSME
Enterprises Development Act, 2006.

Effect on all the above is not ascertainable on
the Financial Statement of the Group.




