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INDEPEMDENT AUDITOR'S REPORT

Ta the Members of
HIND SYNTEX LIMITED

Report on the Financial Statements

We have audited the accompanying financial statements of HIND SYNTEX LIMITED (“the
Company”) which comprise the Balance Sheet as at March 31, 2014, the Statement of Profit
and Loss and the Cash Flow Statement for the period from October 01, 2013 to March 31, 2014
(“the period™), and a summary of significant accounting policies, and other cxplanatory
informatior.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements that give a true and
fair view of the financial position, financial performance and cash flows of the Company in
accordance with the accounting principles generally accepted in India including Accounting
Standards notified under the Companies Act, 1956 ("the Act™) read with the General Circular
15/2013 dated 13th September 2013 of the Ministry of Corporate Affairs in respect of section 133
of the Companies Act, 2013. This responsibllity includes Lhe design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of Lhe financial
statemnents that give a true and fair view and are free from material misstatement, whether due
to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on Lthese financial statements based on our gudit. We
conducted our audit in accordance with the Standards on Auditing issued by the Institute of
Chartered Accountants of India. Those Standards require that we comply with ethical
requiremnents and plan and perform the audit to obtain reasonable assurance about whether the
financial statemeants are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the audilor’s
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation and fair presentation of the
financlal statements in order o design audit procedures that are appropriale in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity’s internal control. An audit alse includes evaluating the appropriateness of accounting
policies used and the reasonableness of the accounting estimates made by management, as well
as evaluating the overall presentation of the financial statements. :
ff?—fﬁl-ﬁ licve that the audit evidence that we have obtained is sufficient and appropriale Lo provide
’ % for our Qualified Audit Opinion as well as Disclaimer of Opinion.

Office ; Merchant Chambaf, 3rd Floor, 41, New Marine Lines, Mumbai 400 020.
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Basis

(a)

(b)

o

for Qualified Opinion

During the period ended on March 31, 2014, the Company has charged to the
Statement of Profit and Loss of 7 1,037,547 in respect of Gratuity and of T
508,952 in respect of Compensated Absences. In the absence of detailed
information from an Independent Actuary, Interalia, as to the present value of
obilgation and employee benefits cost to be recognised respectively in the
Balance Sheet and Statement of Profit & Loss, we are umable to ascertain the
adjustment and the charges which should have been made fo the Statement of
Profit & Laoss, respectively, in respect of Gratuity and Compensated Absences, as
contemplated by the Accounting Standard-15 ("AS-1 37) on “"Employees Benefits”
fAS-15 (Revised)] and accordingly, we are unable to comment on the effect
thereof on the Profit for the period and the conseguential effect on the
Statement of Profit & Loss, and Current Liabilities and Provisions carried forward
for the period end (Refer note no. 25 of Notes forming part of the flnancial
statements).

Further, in view of the absence of the information as aforesaid, the Company has
not made disclosures of reconciliation of obligation, fair value of plan assets,
Actuarial assumptions, etc. as required by AS-15 (Revised).

Based on a technical opinion, the Company has provided depreciation on all plant
and machinery (including Power Plant) as continuous process plants at the rate
pursuant to notification in GSR No.7558F dated i 6.12,.1993 on straight line
method.

On the basis of the Guidance Note issued by the Institute of Chartered
Accountants of India on "Same Important Issues Arising From The Amendments
To Schedule XIV to the Companies Act I1956", in our opinion, depreciation
should have been provided at the rate other than that provided for continuous
process plant Schedule XIV of the Companies Act, 1956,

Had depreciation been provided at the rate other thar that provided for
continuous process plant, depreciation for the period would have been
V5,028,919 (instead of ¥ 11,488,465 ), Profit for the period (Net of Deferred Tax
Assets of ¢ 2,095,800 for such depreciation) would have been ¥ 9.260,.490
(instead of ¥ 17,816,881) and for the period end, Net Block of Fixed Assets
would have been ¥60,397,543 (instead of T 177,045,598), Debit Balance in the
Statement of Profit and Loss, after adjusting balances in Reserves and Surplus
{except to the extent of ¥ 188,227,352 on account of Capital Reserves), (Net of
Deferred Tax Asset of ¢ 37,846,461 for such depreciation) would have been ¥
138,721,210 [instead of Debit Balance In the Statement of Profit and Loss, after
adjusting balances in Reserves and Surplus (except to the eéxtent of 7
188,227,352 on account of Capital Reserves), of 59,91 2,616 and there would
have been Deferred Tax Asset (Net) of Rs. Nit (instead of Deferred Tax Assets

h(ﬂef} of ¥ Nil).
W

J)
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¢ l(]é)ltl IB}.E‘?HQA %ﬂ;lilewr 3 Tz-?lded on March 31, 2014 the Company has arrived at an “"One
Time Seiftlement” (OTS) of dues with #ts lenders, the cut-off date
being September 30, 2012 as a resulf, the lenders have agreed to waive the
principal amount of ¥4,482,737 and such amount is credited to Caplital Reserve
which is not in accordance with the Accounting Standard {AS) 5 on "Net Profit or
Loss for the Period, Prior Period Items and Changes in Accounting Policles™ as
notified under the Companies (Accounting Standards) Rules, 2006. In faci, the
safd treatment is not in line with the opinion of the Expert Advisory Commitiee
(EAC) of the ICAI on Accounting treatment of waiver of loan.

Had the said waiver of principal amount of loan been credited to the Statement
of Profit and Loss instead of the Credit reflected in Capital Reserve account, ihe
profit for the period and the carried forward balances in Surplus under the
head "‘Reserves & Surplus' would have been higher by ¢ 4,482,737 (Refer note
no. 22 of Noltes forming part of financial statements and other expfanatory
information).

Basis Ffor Disclaimer of Opinion

Since we have not been able to obtain sufficient and appropriate audit evidence based
on which it is not possible for us to form an opinion as to whethier the Company would
be liable to pay Minimum Alfternate Tax on the Book Profit so as ko make Provision for
Net Current Tax Expense in the financial statements (Refer note no. 30 of Noies
forming part of financial statements and other explanatory Information).

Qualified Opinion and Disclaimer of Opinion

In our opinion and fo the best of our information and sccording to the explanations given to us,
except for the effects for the matters described fn Basis for Qualified Opinion and Basis of
Disclafmer of Opinfon paragraphs, the financial statemments give the information required by the
Act in the manner s0 required and give a frue and falr view fn conformity with the accounting
principles generally accepted in India:

a) in the case of Balance Sheet, of the state of affairs of the Company as at March 31, 2014;
b in the case of Statement of Profit and Less, of the loss for the period ended on that date;
and

c) in the case of Cash Flow Statement, of the Cash Flows for the perfod endad on that date.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor’s Report) Order, 2003 {(“the Order”), as amendead by
the Companies {(Auditor’s Report) (Amendment) Order, 2004, issued by the Central
Government in terms of Section 227(4A) of the Companies Act, 1956, we enclose In the
Annexure a statement on the matlers specified in the paragraphs 4 and & of the Order,

2, As required by Seclion 227(3) of the Act, we report that:
a. We have oblained all the information and explanations which, to the best of our
knowledge and belief were necessary for the purpose of our audit; ,
b. In our opinion, proper books of account as reguired by law have been kept by the
e Company 5o far as appears from our examination of those books;
1\[_.—"“

ST
fre” \ The Balance Sheet, the Statement of Profit and Loss and Cash Flow Statement dealt

M%\%}I bt Iiwath by this report are in agreement with the books of account;
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d. 1In our epinion, the Balance Sheet, the Statement of Profit and Loss and Cash Flow
Statement comply with the Accounting Standards notified under the Act read with the
General Circular 15/2013 dated 13th September 2013 of the Ministry of Corporate
Affairs in respecl of section 133 of the Companies Act, 2013;

e. On the basis of the written representations received from the directors of the Company
as on March 31, 2014, taken on record by the Board of Directors, we report that none of
the directors |s disqualified as on March 31, 2014 from being appointed as a director in
terms of Section 274(1)(g} of the Companies Act, 1956,

Place: “JTwolowe.

Date: 30“’5‘ Ma‘y ﬁo}]j

For BANSI S. MEHTA & CO.
Chartered Accountants

L .J\FT‘I Reglsglral‘lﬂn 0. 100991W
.,g. e
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%r;ﬁ?f'-" Partner

Membership No. 37326
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Annexure referred to In Paragraph 1 under the heading of "Report on Other Legal and
Regulatory Requirements” of our Report of even date to the members of HIND
SYNTEX LIMITED on the accounts for the period ended March 31, 2014

On the basis of such checks as we' considered appropriate and in terms of Information and
explanations given to us, we state that:

(i}

(i)

(iii}

{a} The Company is generally maintaining proper records to show full particulars,
including quantitative details and situation of fixed assets,

(b)Y As explained to us, the Company has a phased programme of physical verification
of fixed assets which, in our opinion, is reasonable having regard to the size of
the Company and the nature of its assets. No material discrepancies were noticed
on such verification.

{c) The Company has not disposed off any substantial part of its fixed assets during
the period sa as ta affect ils going concern,

{a) The inventories have been physically verified by the management durlng the
period. In our opinion, the frequency of verification is reasonable.

{b) In our opinion and according to the information and explanations given to us, the
procedures of physical verification of inventories followed by the management are
reasonable and adequate in relation Lo the size of the Company and the nature of
its business,

{c} The Company is maintaining proper records of Inventory. The discrepancies
noticed on verification between physical inventories and book records were nol
material in relation to the operations of the Company and the same have been
properly dealt with in the books of accounts.

{a) As per the information furnished, the Company has not granted any loans,
secured or unsecured, to companies, firms or other parties covered in the register
maintained under Section 301 of the Companies Act, 1956,

{b} As the Company has not granted any loans, secured or unsecured to Companies,

() firms or other parties covered in the register maintained under Section 301 of the

&  Companies Act, 1956, Clause (iii) (b) of the Order relating to the rate of Interest

{d} and terms and conditions being prima facie prejudicial to the Company, Clause
{iii) (c) relating te regularity of receipl of principal amount and interest and Clause
(iiiy (d) relaling Lo steps taken for recovery of overdue principal and interest of
more than rupees one lakh, are not applicable.

Office : Merchant Chamber, 3rd Fleer, 41, New Marine Lines, Mumbai 400 020,

Tel. : 2201 4922/ 2200 4002 f 2206 8409 / 6636 0763 - Fax : (91-22) 2205 0147 + E-mail : bsmco@hathway.com
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(v}

(wi)

(vif)

(viii)

(&) During the period, the Company has not taken any loans, secured or unsecured
from companies, firms or other parties covered in the register maintained under
section 301 of the Acl.

{f)  As the Company has not taken any loans, secured or unsecured from companies,

& firms or other parties covered in Register maintained under Section 301 of the

(g) Act, Clause (iii} (f) of the Order relating to rate of Interest and terms and
condilions being prima facie prejudicial to the interest of Company, Clause {iii)
(9} relating to regularity in repayment of principal amount and interest, are not
applicable.

In our opinion and according to the information and explanations given to us, there is
adequate internal control system commensurate with the size of the Company and the
nature of its business for the purchase of inventory and fixed assets and for the sale of
goods, As informed to us, the Company is not engaged in the sale of any services.
Luring the course of our audit, no major weakness has been noticed in these Internal
control systems.

(a) According to the information and explanations given to us and the records of the
Company examined by us, we are of the opinion that the particulars of all
contracts or arrangements that need to be entered into the register maintained
under section 301 of Act have been so antered; and

(b)  In our opinlen and according to the information and explanations given to us, the
transactions made in pursuance of contracts or arrangements (including
purchase of services) entered into the register in pursuance of Section 301 of
the Act and exceeding the value of Rupees Five Lakhs in respect of any party
during the year, have been made at prices which are reasonable, having regard
Lo prevailing market prices at the relevant time, wherever applicable.

In our opinion and according to the information and explanations given to us, the
Company has not accepted any deposits from the public during the period. Hence, the
question of complying with the directives issued by the Reserve Bank of India and
provisions of Seclion 58A and 58AA or any relevant provision of the Act, and the rules
framed there under, does not arise. Accordingly clause 4(vi) of the order is nol
applicable,

In our opinion, the Company has an internal audit system commensurate with its size
and nature of its business,

We have broadly reviewed the books of accounts maintained by the Company pursuant
to the rules made by the Central Government for the maintenance of Cost Recards
under Section 209(1)(d) of the Companies Act, 1956, in respect of the manufacturing
activities of the Company to which the said rules are applicable and are of the opinion
Lthat prima facie the prescribed accounts and records have been made and maintained.
We have, however, not made a detailed examination of the records with a view to
determine whether they are accurate or complete.
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{ix)

(x)

(xi)

(&)

Continuation Sheet

According to the information and explanations given to us and the records

examined by us, the Company has been regular in depositing undisputed
statutory dues including Provident Fund, Investor Education and Protection
Fund, Employees’ State Insurance, Income-tax, Sales-tax, Waealth-tax, Service-
tax, Customs Duty, Excise-duty, Cess and other material Statutory dues,
applicable to it and there were no arrears of such statutory dues as an March
31, 2014 for a period of more than six months from the date they became

payable.

(b)

According to the information and explanations given to us, given herein below

are the detalls of dues of sales tax, income tax, wealth tax, service tax, customs
duty, excise duty, cess which have not been deposited on account of disputes

and the foarum where the dispute is pending:

Period to |
R A e i MNature of Amount in which the Forum whera dispute
the ducs i amaunt is pending
relate
Entry Tax Act, 1976 Entry Tax 410,968 19%7-98 Tribunal, Bhopal
Employees’ Provident April 2008 1o Employess” Provident
Fund and Miscellansous | Provident Fund 1,083,267 December Fund Appellate Tribunal,
Prowisions Act, 1952 2010 Mew Delhl
CENVAT Crait Rules, Al September
2004 and Cenkral Excise : 2010 to Asskt, Commissionar of
| Act, 1944 Mrihsatiolior #5028 December Central Excise
: CENVAT Credil = ‘
2012
CEMVAT Credit Rules, Availing of and Jal:luanr 2013 Nedi Ch e
2004 and Central Exuise Utilisation of 71,5734 Lo Movemilber f B

Act, 1944 ,

CENVAT Credit

2013

Central Excise

In our opinion, the accumulated losses of the Company as at the end of the
financial period are more than fifty percent of its net worth. In addition to
this, the Company has incurred cash losses during the period under audit.
However in the immediately preceding financial period there were no cash

losses.

In view of the sanction of CDR package and related extension of the due dates, the
Company has defaulted in following repayment of dues to Banks or Instituticons:

L. Principal Amount in ¥
Period Total Amount Default Amount of Period in Amount of
Amount paid on or | amount Default which default as on
due bafore made good | default September
due date made good | 30, 2012
2006-07 | 51,940,846 16,937,863 35,002,983 9,727,401 2007-08 25,275,582
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2007-08 | 66,526,092 25,202,744 41,233,348 2,908,204 2008-09 38 325, 144
2008-09 [ 5,111,312 2,500,000 72311312 [ = PP b B e
2009-10 | 75,111,312 - 7EA01,312 [ - - 75.111:312
20140-11 | B1,279,485 18,400, 000 62,879,485 | = = 62,879,485
2011-12 | 78,779,485 A8, FF9,488 | = - JB S AD.480
April?

o 60,181,810 - 60,181,810 | - - 60,181,810
Sep'l2

Total 488,930,342 | 63,430,607 [ 425,499 735 12,635,605 - #4173, B64,130%

# During the period the secured lenders invoked the provision of the SARFAESI Act,
2002 and took over the possession (Including right to transfer by way of |ease,
assignment ar sale) of fixed assels being Land & Building valuing ¢ 50,266,490
situgted at survey No. 134 to 140 and 142 at Viillage Birged, Tehsil - Sonkutch, Dist
- Dewas, M.F, in lieu of their cutstanding term liahility. (Refer Note Nao, 23 of MNotes
forming part of the financial statements)

II. Inkerest Amount in

Pariod Tatal Amaount Default Amount of | Period in Amount of
Amount paid on or amount Dafaulk which default as on
due before due miade default September 30,

date aood made good 2012

2006-07 38,010,844 17,548,156 20,462,688 - - 20,462,688

A007-08 56,694,298 26,479,413 30,264,885 1,09/,698 | 2008-09 29,167,189

2008-09 GORLE, 220 g,042,313 51,775,507 - - 51,775,907

200910 651,702,017 2,576,644 59,125,373 . 59,125,373

2000-11 0,273,125 4,775,462 65,497,663 - - 65497 663

2011-12 75,177,927 14,127,308 61,050,619 6,767,415 | 2008 0910 54,263,204

2010-11

Aprild to

Sep'l2 31,051,184 - 31,051,184 B - 31,051,484

Total 393,727,915 | 74,499,296 | 319,228,619 | 7,885,111 . 311,343,508"

* Company and the secured lenders had mutually agreed Lo arrive al consensus in
respect of settlament of all the claims by the secured lenders an the Company and
as a result, in pursuance to the scheme of "One Time Settlement (OT5)", with the
cut-off date of September 30, 2012, the secured lenders had agreed to settie the

total outstanding {principal and interest therson). (Refer Note No.22 of Notes
farming part of the financial statements)

—{xii}) Based on our examination of the records and the information and explanations given to
us, the Company has not granted any loans and / or advances on the basis ol securily by
way of pledge of shares, debentures and other sccuritics.
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(xiii)

{xiv)

(xv}

(xvi)

{xwii)

{xviii)

(i)

(2]

(xxi)

FLACE

As the Company is not a chit fund, Nidhi, mutual benefit fund or society the
provisions of Clause 4 (i} of the Order are not applicable to the Company.

According to the information and explanations given to us, in our opinion the
Company is net dealing or Lrading in shares, securities, debentures and other
investments and hence, the requirements of Clause 4(xiv) of the Crder are not
applicable to the Company.

As the Company has not given any guarantee for loans taken by others from banks
or financial institutions, clause 4{xv) of the Order is not applicable to the Company,

According to the information and explanations given to us, in our opinion, the
Company has not availed any of the term loan facilities, and hence, the
requirements of Clause 4(xvi} of the Order are not applicable to the Company.

According to the information and explanations given to us and on an overall
cxamlination of the Balance Sheet of the Company, we report that the funds raised
on short term basis have not been utilised for long term Investment.

According lo the information and explanations given to us, as the Company has not
made any preferential allotment of shares during the period, Clause 4 (xviii) of the
Order is not applicable to the Company.

According to the Information and explanations given lo us, as the Company has
not issued any debentures and hence, the question of creating security or charges
In respect thereaof does not arise, Clause 4 (xix) of the Order is not applicable to
the Company.

As the Company has not raised any money by public issues during the period,
Clause 4 (xx) of the Order is not applicable to the Company.

Based on the audit procedures performed and information and explanations given
to us by the management, we repart that no fraud on or by the Company has been
noticed or reported during the course of our audit.

For BANSI S. MEHTA & CO.
Chartered Accountants
——Firm Registration No. 1/68991
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