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Audited Accounts (Consolidated) for the year ended March 31, 2017 (extract attached along
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issued by the Securities Exchange Board of India on May 27, 2016.
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Statermant on Impact of Audit Qualifications for the Financial Year ended March 31 L2017
[Sce Requlation 33 1 52 of the SEBI {LODR) {Amendment) Regulations, 2016

!
g Sl. [Particulars ’IAuchd Figures {as reported before  [Adjusted Figures (audited figures
| No. tadjusting tor qualifications) Rs. in after adjusting for qualifications)
i i
H ‘lacs.
i 1] Yumover / Towal income 192,439 192439
j 2{Total Expendriure 2.39.810 | Not ascertainable [Refer II(a) below)

3|Net Profiv/(Loss) (5.828)] Not ascertanabie {Refer 1i(3) celow]
1 L
} 4{Eamings Pet Share H (12 30); Not ascertainable [Refer ll{a) below|
{ 5[Toml Assets - 5.12.455 | Nol ascertananie [Refet 1i(a) below]
H 6! Tota! Liabiiues 5.02 213 | Not ascerainable {Reler 1)(a) baiow]
! 7[Net Worth 10,237 | Not ascentainable (Refer 1l{a) telow|

B|Any otnier financial iter(s) (as fell aoprepnats by the

management)
W {Audit Quaiification (each axdil qualification separately)
a Details of Audil Qualification i Note 33 to the inancial statements regarding non - provISioNIng towaras

ovarcue recervables amouning 10 Rs 7180 Lacs (nat) thal are due for more than
one year from MBE Minera! Technologies Ple Liriited, the whotly owned
subsidiary of the Company :n Smgapore. which s nol in accordanca wilh

. . requrements of Ing AS 108 - Financial Instruments and Aot In compliance with
the provisions of Notificaton NO FEMA/120/RB-2004 dated July 7. 2004 as
amended trom ime Yo time of the Foresgn Exchange Management Act. 2000 As
set oul In the aforesald note. the Managemen! is making necessary effors to
ensure collection of dues trom the subsidgiary Hawever, ere are uncerainies
regarding the amounts that would te collected uitimately and the impac: of the
same on e Cument Finanaial Assets Loss Before Tax is prasently
unascertanabte

1 Note 32 to the finandal staternenls regarding non - provisioning lowards
irnpainment in the carrying value of long term invegtments  MBE Minera!
Technologies Ple Limited aggregalng Rs. 2550 74 Lacs. which 1s net in
accorgance with the requirement of Ind AS 36 imparment of Assets
Conseguently. in the absence of the suficienl appropriate audit evigence 19
support managemenl assessment regarding the carrying value of invesiments
we are unad.e o cemment on its KTpact on the loss, if any, for the year

i Ncta 34 to the financ:al statements regarding remunerslion aggregaiig

Rs 76.9 LaCs pawipayadle 10 wo whote-troe directors ol the Campany for wonh
the company has not obtained the raqQuIsle ApnH!avals as Mandaled undeo '
Section 197 {3) read with Scheduie V of the Act The irepact of e sant pan-
comgliance is currenlly unascertainabla

b. Type of Audit Qualification Qualiftied Opinion  Disclaimer of Qualihed Opimon
Opinion { Agverse Opinion

¢. Frequency of qualification: Whather appearad first time / Repetuve -
ropebive 7 since how long continuing i and i: Receivadles & Investments - One year (including Limred Reviews cuning !
. 2016117}

it Managenal Remuneration - Staiuiory audit -eppnt 2014-15
9. Fot hudil Quaification(s) wiere the impac! 1s quantinad by e {Not apphcanle N
audtor, Management's Views

£, For Audit Quaiicabion(s) where the imrace is net quantidied oy the auciior
{1} Managemen{'s estmation cn the impact of audit qualificabon: {Nit
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Tdy I management is unable to sstmate the impadt, r2ascns for
the same:

portion of Rs 3304 lacs alsg from MBE Mineral Technolcgies Fle Lty

and racoverable in tha views of the managemeant

Nationat Comupany Law Taounal 5000

i.On May 25, 2017 an amount of USD 6 0 Mio (Rs. 3878 Lacs) was received by |
the Company from MBE Mineral Techrotogies Ple Lid towards repayment of its
nteres), charges owarts corporate guarantee. other expenses and loans and
advances due 10 the Company. The Company 2xpacts 1o collect the palance

ii. The :nvesimant of Rs. 2550,74 Lacs s MBE Minera Technalogies Ple Lid,
Singapore by McNally Bharat Engineenng Company Limited is considered good

4 Tne Company #1 'ake necessary approval from the Cenvai Govemnment 7

i

(i) Audiors’ Comiments on {i) or (i} avove.

included in Apdit Opimien dated May 30, 2017
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'See accompanying note lo the financial results

McNALLY BHARAT ENGINEERING COMPANY LIMITED
Regd. Office: 4 MANGOE LANE, Kolkata 700 001
Web:www.mcnallybharat.com, Emall id: mbeCAL@mbecl.co.in, Phone no: (033) 6620-1111
CiN: L45202WB1961PLC025181
Statement of Audited Consolidated Results for the year ended 31st March, 2017
PART |
(All figures in Rs. Lacs, unless otherwise stated)
No. Particulars Year to date figures for Year to date figures for
current year previous year
{Refer Notes Below) onded 31-03-2017 ended 31-03-2016
Audited Audited
1 Income from operations
a|Nel Sales/ Income from operations 2,17,315 2,71,841
b|Other operating Income 2,861 613
Total Income from operations 2,20,176 2,72,454
2 Expenses
a. |Cost of malerials consumed 1,54,868 95,072
b |Purchase of slock-in-trade 3,512 57,142
¢ |Changes in invenlories 234 (1,004)
d.|Outsourcing expenses to oulsiders for job work 53,502 61,908
e |Excise Duty 2,997 3,087
f |Employee benefit expenses 13,639 15,031
g. | Depreciation and amortisalion expenses 4,534 3,845
h.|Other expenses 32,349 44,762
Total expenses 2,65,635 2,79,843
3 Profit/{Loss) from Operations before other income, finance cost and exceptional items (1-2) (45.459_u (7.389)|
4 Olher Income 31,717 4,729
5 IT’roﬁtI(Loss) before finance costs and exceptional Items (3+4) (13,742) (2,660)
6 Finance costs 43,231 34,803
7 Profit/(Loss) exceptional ltems (5-6) {56,973} (37,463}
8 Exceptional llems - -
9 Profit/{Loss) before tax (7+8) {56,973) (37,463)
10 Tax exp
a.|Current Tax (10.810) 44
b.|Deferred Tax {41,348) 125
11 Net Profit/{Loss) for the period {9-10) {4,815) (37,632)]
12 Extraordinary items -1
13 Net Profit/(Loss) for the period {11-12) {4,815) (3‘.",532[]
14 Share of Profit/(Loss) of Associate (275) (84)
15 Share of net profiti{less) of Minority Interesl (158 499
16 Net Profit/(Loss) after taxes, minority interest and share of profit/(loss) of associates (13+14+15) (5,248) {37,197)
17 Other comprehensive income, net of income tax 4{|
a.|ltems that will nol be reclassified to profit or loss (901' 28
b |ltams that will be reclassified to profit or loss
Total other comprehansive income, net of income tax (90) 28
18 Total Comprehensive Income for the period (16+17) (5,338) (37,169)
19 Paid up Equity share Capital 5,359 5,108
( Face value of lhe share Rs. 10}
20 | Resorvas excluding Revalualion Reserve as per
|Balance Sheet of pravious accounting year (8,377) (46,720)
21 Earning per share (EPS) for the periad (Face value Rs. 10/- per share) :
-Basic (Rs.) (11,42) (74.95)
-Diluled (Rs.) (11.42) (74.95)




McNALLY BHARAT ENGINEERING COMPANY LIMITED
Regd. Office: 4 MANGOE LANE, Kolkala 700 001
Wi com, Email id: mbeCAL@mbecl.co.in, Phone no: (033} 6628-1111
CIN: L465202WB1961PLC025181
of Audited C I Results for the year ended 31st March, 2017
Notes:-
1 Consolldated Statement of Assets and Liabilities
{Alt figures in Rs. Lakhsr unless otherwise stated)
As at As at
Particulars 31-03-2017 31-03-2016
(Audited) (Audited)
I. ASSETS
Non-Current Assets
Properly, plant And equipment 22,812 27,091
Capilal work-in-progress 387 487
Investment property - .
Other inlangible assels 15,709 1,493
Investments accounted for using the equily method - 2,966
Financial Assets
i. Investments 2,142 46
ii. Trade Receivables 12,841 2,275
jiii. Loans 2,910 -
iv. Other financial assels 862 2,762
Deferred tax assets 42,180 950
Other non-current assets 197 259
A. Total non-current assets 1,00,040 38,329
Current assets
Inventories 33,735 30,032
Financial assets -
i. Trade receivables 1,75,533 1,50,817
ii. Cash and cash equivalents 11,010 6,607
iii. Bank balances other than (ji) above 522 390
iv. Loans 1,611 -
v. Other financial assets 1,48,916 1,37,398
vi, Current tax assets 198 -
Other current assets 75,514 68,970
B. Total current assets 4,47,039 3,94,214
C. Total assets (A+B) 5.47‘919 4,32,543
Il. EQUITY AND LIABILITIES
Equity
Equity share capital 13,688 5,109
Other Equity
Money received against share warrants - 625
Reserves and surplus (8.377) (46,720)|
Equity attributable to owners of McNally Bharat Engineering Company Limited 5,311 {(40,986)
Non-controlling interests 3.574 2,977
A, Total Equity B,88S (38,009)
LIABILITIES
Non-current liabilities
Financial liabilities
i. Borrowings 16,765 32,465
ii. Trade payables 53 13
iii. Other financial liabilities 810 612
Provisions 96 135
Employee benefit abligations 900 816
Deferred {ax liabilities - -
Other non-current liabilities 350 97
B. Total non-current liabilities 18,794 34,138
Current llabillties
Financial liabilities
i. Borrowings 2,62,860 1,089,241
ii. Trade payables 1,43,754 1,34,896
iii. Other financial liabilities 45,856 41,030
Provisions 321 641
Employee benefit obligations 873 610
Current tax liabilities 13 5,321
Other current liabililies 65,923 64,675
C. Total current liabillties 5,19,400 4,36,414
D. Total liabilitles (A+B+C) 5,38,194 4,70,552
E. Total equity and labllities {A-D) 547,079 4,32,543




McNALLY BHARAT ENGINEERING COMPANY LIMITED
Regd. Office: 4 MANGOE LANE, Kolkata 700 001
Web:www.mcnallybharat.com, Email id: mbeCAL@mbecl.co.in, Phone no: (033) 6628-1111
CiN: L45202WB1961PLC025181

5t of Audited Consolldated Resulls for the year ended 31st March, 2017

2 This statement has been prepared in accordance with the companies (Indian Accounting Standards) Rules, 2015 (Ind AS) prescribed under Section 133 of the Companies Act, 2013 and other
recognised accounting practices and policies to the extent applicable. Beginning April 1, 2016, the company has for the first time adopted Ind AS with a transition date of April 1, 2015,

3 The Company is primarily engaged in the business of construction and hence no separate disclosure has been made for Segment Reporling per Ind AS 108,

4 The above audited resulls have been reviewed by the Audit Committee and taken on record by the Board of Directors of the Company at its adjourned meeting held on 1st June, 2017 .

5 Deferred tax assets have been recognised under Ind AS considering the large unabsorbed business loss and unabsorbed depreciation 1o be set off against the projected tax liability in future
years

6 The reconciliation of nel loss reported in accordance with Indian GAAP to Total Comprehensive Income in accordance with Ind AS is given below:

(All figures In Rs. Lacs, untess otherwise stated)
Twalva months ended
Description 31-03-2016
Profit for 2015-2018 under IGAAP (34,007)
Impacl of retantion on aclual billing made during the current year (649)
Impact of interesl incoms on opening unbilled revenus 652
Impact of Interest Income on Cpening Retention 6,183
Impact of relenlion on unbilled revenue (184)
Discounting of relention portion of delors (65)
Fair valuation of Due from Customers (202)
Fair valuation of financial assets 443
Unwinding on discounting on retention money 234
Acluarial gain/loss taken to OC! 28
impact of ioning obligalions on fixed assets (11)
Fair valuation of derivative conract (558}
Fair valuation of future foreseeable losses {21)
Amortisation of transaclion costs on borrowings 65
Impact of fair valuation of leases (20)
Expected credil loss on trade receivables (9,516)
Fair valuation of corporate guarantee 7
Unwinding of discounts on provisions {13)
Profit for the year 2015-16 as per Ind AS (37,632)

7 The Auditor has expressed disclaimer of opinion with regard to sale transacliion of one investment for EURO 14 mio. Iri terms of the Agreament with the buyer Notarized in Germany, the
conlract has been extended from fime to tima. The Directors firmly befieve sinca the extension is in line with the agreement, the transaction is valid and amount fully recoverable, On May 22,
2017, an amount of USD 6.5 mio was recelved by MBE Mineral Technologies Ple Ltd (MBEMTPL) out of the sale considaration (EURO 14 mio) of the Coal & Mineral Technologies GmbH
group. The Direclors are confident that balance amount of sale consideralion would also be received in current year,

8 With regard lo the other disclaimer by the auditor of MBE Mineral Technologies Pte Ltd (MBEMTPL) and qualified opinion on trade recsivables of USD 6,768,376 and other recsivables of USD
1,99,88,800, which is inclusive of the EURO 14 mio reffered to in point 7 and which include recsivables from its own subsdiary and associate companies, the directors feel that since part of the
receivable has been collected during Lhe year, the outslanding will be collected and these companies have been allowed to pay the balance in the current year.

9 In respect of the qualification/reservation made by the Statutory Auditors in their report in the audited accounls of the company as on March 31, 2017 pertaining to payment of managerial
remuneralion for Lhe year 2016-17, we wish lo inform you thal the company is in process of taking necessary approval from the Central Government/National Company Law Tribunal, wherever
required

10 Wilh regard to the olher qualification on conversion of financial stalements of MBE Mineral Technelagiss Pte. Ltd., from the accounting principles generally accepted in that country to the
accounting principles generally accepted in india, the board is of the opinion that as full recoverability of receivables is expected, the conversions of financial slatements to Ind AS can be relied
upon and the consolidated financials give a fair view of the assets and iiabilities of lhe company.,

11 One of the subsidiaries of the Company viz, McNally Bharat Infrasructure Ltd (MBIL) was sold to Seajull Developers & Finance Limited on February 17, 2017, as part of business restructuring.

12 The subsidiary company uses the services of a third parly service crganizalion for payroll processing. As per tha requirements of SA 402 (Revised) "Audit Consideralions Relating To An Enlity
Using A Service Organisalion”, we have nol bean able o obtain sufficient appropriate audil evidence to identify and assess Ihe risk of material misstatement around the controls astablished by
such third party service organization either through obtaining a Type Il report from the auditors of the service organization or through performance of relevant audit procedures. Accordingly, we
ara unable to comment on the Empioyae Benefil Expense and the Employea Benefit Liabliity amounlting to Rs. 931.73 Lacs and Rs. 108.67 Lacs tively with a quential impact on the
Statement of Profit & Loss and Cash Flow Stalement for the year and the Balance Sheel as on March 31, 2017,

13 In the books of McNally Bharat Engineering Co. Ltd. (MBE), an amount of Rs 7180 lacs stands receivable from MBE Mineral Technologies Pte Limited (MBE Singapore) on account of advances
given as allowed under FEMA and Exchange control Guidsline of Reserve Bank of India. Part of the receivables is also on account of interest being charged on such advance as stipulaled in
the Companies Act. The amount shall be paid by MBE Singapore as and when they receive payment from Schillingtons Ltd, UK against the sale proceeds of sale of 70% stake of MBE
Singapore In CMT Group Germany to Schillingtons. The agreement to sale batwsan MBE Singapore and Shillingtons is valid as per the German Law, which provides extension of payment time
with bilateral consent. The sald agresment have been extended by both the parfies from lime to time as permitted in the agreement. This recaivable is backed by recelvable from sale proceeds
of valuable assets and MBE Singapore can al any point of time reclaim Ihe transferred shares, by not extending payment time, which have been well defined in sale agreement notarized in the
City of Cologne. Investment of Rs. 2550.74 Lacs in MBE Mineral Technologies Pte Ltd Singapore by McNally Bharat Engineering Co Ltd is considered good and recoverable in the views of the
Management.

14 Figures for the 12 months ended March 31, 2016 have been reclassified, wherever necessary to make them Ind AS compliant and comparable with the figure for the cu: riod.

— ————

Kolkala S

June 01, 2017

INIVASH SIN -
MAN CTOR




Lovelock & Lewes

Chartered Accountants

INDEPENDENT AUDITORS’ REPORT
To the Members of McNally Bharat Engineering Company Limited
Report on the Consolidated Indian Accounting Standards (Ind AS) Financial Statements

1. We have audited the accompanying consolidated Ind AS financial statements of McNally Bharat
Engineering Company Limited (“hereinafter referred to as the Holding Company”) and its subsidiaries
(the Holding Company and its subsidiaries together referred to as “the Group”), its joint venture and
associate company; (refer Note 1 to the attached consolidated financial statements), comprising of the
consolidated Balance Sheet as at March 31, 2017, the consolidated Statement of Profit and Loss
(including Other Comprehensive Income), the consolidated Cash Flow Statement for the year then
ended and the Statement of Changes in Equity for the year then ended, and a summary of significant
accounting policies and other explanatory information prepared based on the relevant records
(hereinafter referred to as “the Consolidated Ind AS Financial Statements”).

Management’s Responsibility for the Consolidated Ind AS Financial Statements

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

Auditors’ Responsibility

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

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

Lovelock & Lewes, Plot No. Y 14, Block EP, Sector V, Salt Lake Electronic Comjffe
Kolkata - 700 091

T: +91 (33) 2357 9260, +91 (33) 2357 7600, F: +91 (33) 2357 7496

Head office: Plot No. Y 14, Block EP, Sector V, Salt Lake Electronic Complex, Bidhan Nagar, Kolkata - 700 091



Lovelock & Lewes

Chartered Accountants

INDEPENDENT AUDITORS’ REPORT

To the Members of McNally Bharat Engineering Company Limited
Report on the Consolidated Ind AS Financial Statements

Page 2 0f 6

5. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated Ind AS financial statements. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the consolidated Ind AS
financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal financial control relevant to the Holding Company’s preparation of the consolidated
Ind AS financial statements that give a true and fair view, in order to design audit procedures that are
appropriate in the circumstances. An audit also includes evaluating the appropriateness of the
accounting policies used and the reasonableness of the accounting estimates made by the Holding
Company’s Board of Directors, as well as evaluating the overall presentation of the consolidated Ind AS
financial statements.

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

7. Basis for Qualified Opinion
We draw your attention to the following matters:

(i) Note 31 to the consolidated Ind AS financial statements regarding remuneration aggregating 76.8
Lacs paid/payable to a whole-time director of the Holding Company for which the company has not
obtained the requisite approvals mandated under Section 197 (3) read with Schedule V of the Act.

(ii) Note 32 to the consolidated Ind AS financial statements regarding MBE Coal & Mineral Technology
India Private Limited, a subsidiary of the Holding Company, which uses the services of a third party
service organization for payroll processing. As per the requirements of SA 402 (Revised) “Audit
Considerations Relating To An Entity Using A Service Organisation”, we have not been able to obtain
sufficient appropriate audit evidence to identify and assess the risk of material misstatement around
the controls established by such third party service organization either through obtaining a Type II
report from the auditors of the service organization or through performance of relevant audit
procedures. Accordingly, we are unable to comment on the Employee Benefit Expense and the
Employee Benefit Liability amounting to Rs. 931.73 Lacs and Rs. 108.67 Lacs respectively with a
consequential impact on the Statement of Profit & Loss and Cash Flow Statement for the year and the
Balance Sheet as on March 31, 2017.

(ili) The Company’s management has converted the financial statements of MBE Mineral
Technologies Pte. Ltd, a subsidiary incorporated outside India from the accounting principles
generally accepted in that country to the accounting principles generally accepted in India. We have
not audited these conversion adjustments made by the Company’s management. Additionally, as
mentioned in paragraph (v) below the audit opinion on MBE Minerals Technologies Pte Limited
has been disclaimed by its auditors and thus reliance cannot be placed on its financial information
which reflect total assets of Rs. 15004 Lacs and net assets of Rs. 7547 Lacs as at March 31, 2017,
total revenue of Rs. 10 Lacs, net loss of Rs. 576 Lacs and net cash flows amounting to Rs. (7.05
Lacs).




Lovelock & Lewes

Chartered Accountants

INDEPENDENT AUDITORS’ REPORT

To the Members of McNally Bharat Engineering Company Limited
Report on the Consolidated Ind AS Financial Statements
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(iv) Further, vide our report dated May 30, 2017 we have qualified our opinion on the standalone
financial statements of the Holding Company with regard to the carrying value of investments
aggregating to Rs. 2550.74 Lacs and recoverability of the receivable aggregating to Rs. 7180 Lacs
from the aforesaid subsidiary, the balances of which are eliminated pursuant to consolidation
adjustments.

(v) Basis of disclaimer of opinion (as reported by the component auditor)

We draw your attention to the following disclaimer of opinion on the financial statements of MBE
Minerals Technologies Pte Limited, a subsidiary of the Holding Company issued by an independent
firm of Accountants (incorporated in Singapore) vide its report dated May 18, 2017 reproduced by us
as under:

“(i) On 24th of March 2015, the Company sold its investment in subsidiary for Euro 14,000,000. As per
terms of agreement with the buyer, the consideration is to be received on or before 30th September
2015. An agreement signed with buyer on 7th January 2016 which states that the Euro 1,000,000 will
be paid by 3oth June 2016 and balance of Euro 13,000,000 by 30th September 2016, which also failed
to materialise. A new agreement been signed giving the buyer extension of time to pay by 30 June 2017.
As this is after the date of our audit report we are not in a position to determine whether any provision
is required for doubtful debts. As the sales consideration was not received by the Company till to-date,
we are not in a position to determine that whether the sale of subsidiary is constituted valid transaction
and accordingly we are not in a position to comments if any needed to the financial statements.

(ii) The Company’s trade receivables of US$678,076 and other receivables of US$19,988,800 balances
has been remained outstanding for over 2 years. The management considers the receivable will be fully
received and hence no provision for doubtful debts has been made in the financial statements. However,
we have not found any substantive evidence or alternative audit procedure to go along with the view of
the management. We are not in a position to establish the amount to be provided in the financial
statement towards bad and doubtful debts if any. The audit evidence available was limited we have been
unable to obtain sufficient evidence concerning trade and other receivables.”

The consequential impact of matters described above in the consolidated Ind AS financial statements
is presently not ascertainable.

8. Qualified Opinion

In our opinion and to the best of our information and according to the explanations given to us, except
for the indeterminate effects of matters referred to in the Basis for Qualified Opinion paragraph above,
the aforesaid consolidated Ind AS financial statements give the information required by the Act in the
manner so required and give a true and fair view in conformity with the accounting principles generally
accepted in India of the consolidated state of affairs of the Group, its associate and joint venture as at
March 31, 2017, and their consolidated loss (including other comprehensive income), their consolidated
cash flows and consolidated changes in equity for the year ended on that date.
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INDEPENDENT AUDITORS’ REPORT

To the Members of McNally Bharat Engineering Company Limited
Report on the Consolidated Ind AS Financial Statements
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10.

11.

Other Matter Paragraph

We did not audit the financial statements/financial information of three subsidiaries (including
companies incorporated outside India) whose financial statements/ financial information reflect total
assets of Rs 33207.68 Lacs and net assets of Rs. 2218.79 Lacs as at March 31, 2017, total revenue of Rs.
9.70 Lacs, net loss of Rs. 354.09 Lacs and net cash flows amounting to Rs. 10.87 Lacs for the year ended
on that date, as considered in the consolidated Ind AS financial statements. Three of these financial
statements/ financial information have been audited by other auditors whose reports have been
furnished to us by the Management, and our opinion on the consolidated Ind AS financial statements
insofar as it relates to the amounts and disclosures included in respect of these subsidiaries and our
report in terms of sub-section (3) of Section 143 of the Act insofar as it relates to the aforesaid
subsidiaries, is based solely on the reports of the other auditors.

We did not audit the financial information of two subsidiaries (both companies incorporated outside
India) whose financial information reflect total assets of Rs 261.41 Lacs and net assets of Rs. (1547.76
Lacs) as at March 31, 2017, total revenue of Rs. Nil, net loss of Rs. Nil and net cash flows amounting to
Rs. (7.89 Lacs) for the year ended on that date, as considered in the consolidated Ind AS financial
statements. The consolidated Ind AS financial statements also include the Group’s share of net loss of
Rs. 274.75 Lacs for the year ended March 31, 2017 as considered in the consolidated Ind AS financial
statements, in respect of an associate company and a joint venture (both incorporated.-outside India)
whose financial information have not been audited by us. These financial information are unaudited
and have been furnished to us by the Management, and our opinion on the consolidated Ind AS
financial statements insofar as it relates to the amounts and disclosures included in respect of these
subsidiaries, joint venture and associate company and our report in terms of sub-section (3) of Section
143 of the Act insofar as it relates to the aforesaid subsidiaries, joint venture and associate, is based
solely on such unaudited financial information. In our opinion and according to the information and
explanations given to us by the Management, these financial information are not material to the Group.

The financial statements of a subsidiary located outside India, included in the consolidated financial
statements, which constitute total assets of Rs.2505.12 Lacs and net assets of Rs. 3232.10 Lacs as
at March 31, 2017, total revenue of Rs. 1469.77 Lacs, net profit of Rs. 19.06 Lacs and net cash flows
amounting to Rs. 142.72 Lacs for the year then ended, have been prepared in accordance with
accounting principles generally accepted in that country and have been audited by other auditors
under generally accepted auditing standards applicable in that country. The Company’s
management has converted the financial statements of such subsidiary located outside India from
the accounting principles generally accepted in that country to the accounting principles generally
accepted in India. We have audited these conversion adjustments made by the Company’s
management. Our opinion in so far as it relates to the balances and affairs of such subsidiary
located outside India is based on the report of other auditor and the conversion adjustments
prepared by the management of the Company and audited by us.

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

Our opinion is not qualified in respect of the above matters.
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Report on Other Legal and Regulatory Requirements

12. Asrequired by Section 143(3) of the Act, we report, to the extent applicable, that:
(a) We have sought and except for matter stated in paragraph 7(ii) above, obtained all the information
and explanations which to the best of our knowledge and belief were necessary for the purposes of our
audit of the aforesaid consolidated Ind AS financial statements.

(b) In our opinion, except for the indeterminate effects of the matters referred to in paragraph 7 above,
proper books of account as required by law has been maintained by the Holding Company, its
subsidiaries included in the Group incorporated in India including relevant records relating to
preparation of the aforesaid consolidated Ind AS financial statements have been kept so far as it appears
from our examination of those books and records of the Holding Company and the reports of the other
auditors.

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

(d) In our opinion, except for the indeterminate effects of the matters referred to in paragraphs 7 and
8 above, the aforesaid consolidated Ind AS financial statements comply with the Indian Accounting
Standards specified under Section 133 of the Act.

(e) On the basis of the written representations received from the directors of the Holding Company as
on March 31, 2017 taken on record by the Board of Directors of the Holding Company and the reports
of the statutory auditors of its subsidiary companies incorporated in India, none of the directors of the
Group companies, incorporated in India is disqualified as on March 31, 2017 from being appointed as
a director in terms of Section 164 (2) of the Act.

(f) With respect to the adequacy of the internal financial controls over financial reporting of the
Holding Company audits subsidiary companies, incorporated in India and the operating effectiveness
of such controls, refer to our separate Report in Annexure A.

(g) With respect to the maintenance of accounts and other matters connected therewith, reference is
made to our comments in the Basis for Qualified Opinion paragraph above.

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

(i) The consolidated Ind AS financial statements disclose the impact, if any, of pending litigations as at
March 31, 2017 on the consolidated financial position of the Group, its associate and joint venture—
Refer Note 33 to the consolidated Ind AS financial statements.

(ii) Provision has been made in the consolidated Ind AS financial statements, as required under the
applicable law or accounting standards, for material foreseeable losses, if any, on long-term contracts
including derivative contracts as at March 31, 2017— Refer (a) Note 34 to the consolidated Ind AS
financial statements in respect of such items as it relates to the Group, its associate and joint venture
and (b) the Group’s share of net loss in respect of its associates.
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(iii) The instances of delay in transferring amounts, required to be transferred, to the Investor

Education and Protection Fund by the Holding Company, and its subsidiary companies incorporated

in India, during the year ended March 31, 2017 are as follows:

Year of Dividend  Unpaid (Rs. Lacs) Due Date Actual date of transfer Delay (days)
2008-09 2.047 30.12.2016 11.05.2017 132

(iv) The Group has provided requisite disclosures in the financial statements as to holdings as well as
dealings in Specified Bank Notes during the period from 8th November, 2016 to 30th December, 2016.
Based on audit procedures and relying on the management representation we report that the
disclosures are in accordance with books of account maintained by the Holding Company, and its
subsidiary companies incorporated in India and as produced to us by the Management — Refer Note
35. There is no associate company and jointly controlled company in India.

For Lovelock &Lewes
Firm Registratipit Number: 301056E
Chartered AcgOrintan

Prabal Kr. Sarkar

Kolkata Partner
June 1, 2017 Membership Number 52340
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Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of
Section 143 of the Act

1. In conjunction with our audit of the consolidated financial statements of the Holding Company as of
and for the year ended March 31, 2017, we have audited the internal financial controls over financial
reporting of McNally Bharat Engineering Company Limited (hereinafter referred to as “the Holding
Company”) and its subsidiary companies, which are companies incorporated in India, as of that date.

Management’s Responsibility for Internal Financial Controls

2. The respective Board of Directors of the Holding company, its subsidiary companies, its associate
companies and jointly controlled companies, which are companies incorporated in India, are
responsible for establishing and maintaining internal financial controls based on internal control
over financial reporting criteria established by the Holding Company considering the essential
components of internal control stated in the Guidance Note on Audit of Internal Financial Controls
Over Financial Reporting issued by the Institute of Chartered Accountants of India (ICAI). These
responsibilities include the design, implementation and maintenance of adequate internal financial
controls that were operating effectively for ensuring the orderly and efficient conduct of its
business, including adherence to the respective company’s policies, the safeguarding of its assets,
the prevention and detection of frauds and errors, the accuracy and completeness of the accounting
records, and the timely preparation of reliable financial information, as required under the Act.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on the Holding 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”) issued by the ICAI and the Standards on Auditing deemed to be prescribed under section
143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial
controls, both applicable to an audit of internal financial controls and both issued by the ICAI.
Those Standards and the Guidance Note require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether adequate internal financial
controls over financial reporting was established and maintained and if such controls operated
effectively in all material respects.

4. Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system 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 €rror.
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5. We believe that the audit evidence we have obtained and the audit evidence obtained by

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

Meaning of Internal Financial Controls Over Financial Reporting

6. 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
authorisations of management and directors of the company; and (3) provide reasonable
assurance regarding prevention or timely detection of unauthorised acquisition, use, or
disposition of the company's assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

7. 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.

Basis for Qualified Opinion

8.

According to the information and explanations given to us and based on our audit, the following
material weaknesses have been identified in the operating effectiveness of internal financial controls
over financial reporting as at March 31, 2017 with respect to the Holding Company and its subsidiary
companies, which are companies incorporated in India.

(i)The Holding Company’s internal financial controls relating to compliance with laws and
regulations did not operate effectively which resulted in the non-compliance not having been
detected timely and the managerial remuneration not been approved in accordance with
requirements of Section 197 read with Schedule V of the Companies Act, 2013 [Refer paragraph 7
(i.) of the main audit report].

(ii) The Holding Company’s internal financial controls relating to review of investments and
receivables for appropriate provisioning did not operate effectively.

Kolkata
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(iii) A subsidiary of the Holding Company uses the services of a third party service organization for
payroll processing. As per the requirements of SA 402 (Revised) “Audit Considerations Relating To
An Entity Using A Service Organisation”, we have not been able to obtain sufficient appropriate audit
evidence to identify and assess the risk of material misstatement around the controls established by
such third party service organization either through obtaining a Type II report from the auditors of
the service organization or through performance of relevant audit procedures and accordingly are
unable to comment of the adequacy and operating effectiveness of the internal financial controls
over the payroll processing system.

A ‘material weakness’ is a deficiency, or a combination of deficiencies, in internal financial control

9.
over financial reporting, such that there is a reasonable possibility that a material misstatement of
the Holding Company’s annual or interim financial statements will not be prevented or detected on
a timely basis.

Qualified Opinion

10. In our opinion, except for the effects of the material weakness described in the Basis for Qualified

11.

Opinion paragraph above, the Holding Company and its subsidiary companies, which are companies
incorporated in India, 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, 2017, based on the internal control over financial reporting criteria
established by the Holding 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.

We have considered the material weakness identified and reported above in determining the nature,
timing and extent of audit tests applied in our audit of the consolidated Ind AS financial statements
of the Holding Company and its subsidiary companies, which are companies incorporated in India,
for the year ended March 31, 2017, and the material weakness does affect our opinion on the
consolidated Ind AS financial statements of the Holding Company.

For Lovelock & Lewes
Firm RegistrationANumber: 301056E

Chartered Accoyntant
v,

Prabal Kr. Sarkar

Kolkata Partner
June 1, 2017 Membership Number: 52340



