






Auditor's Report On Quarterly Financial Results and Year to Date Financial 
Results of Shah Alloys Limited Pursuant to the Clause 41 of the Listing 

Agreement 

To, 
Board of Directors of Shah Alloys Limited 

We have audited the Quarterly Financial Results of Shah Alloys Limited ('the 
Company') for the Quarter ended 3 1 March 20 15 and the year to date financial 
results for the period 1" April 2014 to 3 1" March 2015, attached herewith, being 
submitted by the Company pursuant to the requirement of clause 41 of the Listing 
Agreement, except for the disclosures regarding 'Public Shareholding' and 
'Promoter and Promoter Group Shareholding' which have been traced fiom 
disclosures made by the management and have not been audited by us. The 
quarterly financial results are the derived figures between the audited figures in 
respect of the year ended 3 1" March 201 5 and the published year to date figures up 
to 3lSt December 2014, being the date of the end of the 3" quarter of the current 
financial year, which were subject to limited review. These quarterly financial 
results as well as the year to date financial results have been prepared on the basis 
of the interim financial results , which are the responsibility of the Company's 
management and have been approved by the Board of Directors1 Committee of 
Board of Directors of the Company. Our responsibility is to express an opinion 
on these fiancial results based on our audit of such interim financial results, 
which have been prepared in accordance with the recognition and measurement 
principles laid down in Accounting Standard (AS) 25, Interim Financial Reporting, 
specified under section 133 of the Companies Act, 201 3 read with Rule 7 of the 
Companies (Accounts) Rules, 2014 and other accounting principles generally 
accepted in India. 

We conducted our audit in accordance with the auditing standards generally 
accepted in India. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the fmancial results are fiee of material 
misstatement(s). An audit includes examining, on a test basis, evidence supporting 
the amounts disclosed as fiancial' results. An audit . . also includes assessing the 
accounting 'principles used and significant estimates made by management. We 
believe that our audit provides areasonable basis for our opinion. ,,~.;,.:,;;-,.j; ?,& 
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2 Consequent upon the sanction of the restructuring package given under 
CDR mechanism by banks & financial institution, the company was 
required to start repaying the loans sanctioned by banks/ institutions and 
debenture holders fiom June 2011 onwards, however the company has 
made continuing default in repaying the dues of term loans including 
Interest, working capital term loans, Funded lnterest Term Loan and Non 
convertible debentures including lnterest for Rs 43 7,22,44,803/- as per the 
terms stipulated in the CDR rework proposal as at March 31,2015 and Rs 
23,07,59,399/- for the quarter ended on March 31,2015. The period of 
default on repayment of principal @or NCD, WCTL, TL and FITL) is 
ranging for a periodfiom 1 - 13 70 days, and the period of default in interest 
(on NCD, WCTL, TL and FITL) is ranging fiom I - 1 704 days . 

In our opinion and to the best of our information and according to the explanations I I 
given to us, these quarterly financial results as well as the year to date results: 1 

Subject to 

I .  The Company has not provided for foreign exchange gain/loss in the 
financial statements on the Principal amount of 1, 00,00,000 USD and on 
the Premium amount of 48,25,500 USD of the Foreign Currency 
Convertible Bonds(FCCB) which had become due for payment on 
September 22, 201 1 and remain unpaid as at March 31, 2015, which 
constitutes a departure fiom the AS- I I, "The EHects of Changes in 
Foreign Exchange Rates", which requires that each foreign currency 
monetary items should be reported using the closing rate as at the balance 
sheet date. Non provision of the foreign exchange gain/loss on the aforesaid 
Foreign Currency Convertible Bonds PCCB) and the Premium amount 
thereon relates to the period fiom September 23, 201 I to March 3 1, 201 5. 
The Company's record indicate that had management done the provision , 
Exchange gain for the current quarter would have been more by Rs. 
1, 09,8 1, 248/-. Accordingly, loss for the current quarter has been over- 
stated by Rs. 1, 09,8 1,248/- and negative balance of reserves and surplus 
has been overstated to the extent of Rs. 20,41,5 1,583/- and other current 
liabilities has been under stated to the extent of Rs. 20,4I, 5 1, 583/- as at the 
balance sheet date. 
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Moreover the company has made a continuing default in payment of 
interest on Working capital facilities to the tune of Rs . 174,65,31,157/- 
respectively as at March 31,2015 and Rs 6,17,46,049/- for the quarter 
ended on March 3 1,201 5. The period of default in interest is ranging for a 
periodfi.om 1-1 734 days for Working capital facilities . 

3. As informed to us, Management is of the view that they do not anticipate 
execution of its ongoing project of Cold Rolling Mill(CRM) Plant. However, 
due and adequate provision / write ofl/ impairment which should have been 
made in the books of accounts has not been made. Out of the total book 
value of Capital work in progress of Rs. 18,31,84,363/-, the management 
has charged back only expense of pre operative expense, trial run expense 
and borrowing cost element for Rs. 5,72,84,008/- to the statement of profit 
and loss during the current year which was earlier capitalized. For the 
remaining balance of the book value of Capital work in progress , the 
company has not carried out any Techno-economic assessment during the 
year ended 31 March 2015 for the valuations of its ongoing Capital Project 
and hence identzjkation of impairment loss and provision thereox if any, 
has not been made. The same is not in accordance with notz3ed Accounting 
Standard 28 on "Impairment of asset" which states that impairment loss is 
recognized when the carrying amount of the an asset exceeds its 
recoverable amount. The consequential impact of adjustment, if any, on the 
financial results due to non provision / write O R /  impairment is currently 
not ascertainable and therefore we are unable to comment on its 
consequentialJinancia1 impact, ifany, on the financial results. 

4. The Company, in September 2006, has raised US $ 10 million through 
Unsecured Zero Coupon Foreign Currency Convertible Bonds (FCCB), due 
on 2& September, 2011. On full conversion of FCCB, the FCCB will be 
converted in to 26,4 1,143 Equity shares of 1 0 each at a premium of Rs. 165 
per share, at the option of the Bondholders at any time before the maturity of 
the bonds. On Conversion, Capital will increase by Rs 2,64,11,430 and 
Share Premium by Rs 43,57,88,570/-. If Bonds are not converted, the 
company will have to repay the bonds at a premium & in US Dollars. The 
company has provided the premium till 2" September, 201 1 which has been 
adjusted against Security Premium in accordance with Section 52 of the 
Companies Act, 2013. 
However, the company has defaulted in repayment of the foreign currency 
convertible bond (FCCB) dues on its maturity. The default is subsisting 
since 1286 days. 



Without qualifying our opinion, we draw your attention to 

1) The Company has accumulated losses and its net worth has been fully 
eroded. The Financial results indicate that the Company has incurred a net 
losslnet cash loss during the current and previous year and, the Company's 
current liabilities exceeded its current assets as at the current and previous 
year balance sheet date. These conditions indicate the existence of a 
material uncertainty that may cast significant doubt about the Company's 
ability to continue as a going concern. However, the financial results of the 
Company have been prepared on a going concern basis. 

2) The transfer1 assignment of secured loans with all their rights, title and 
interest in the financial documents by banks to .the Asset Reconstruction 
companies, against which the company has stopped making provision for 
interest on such borrowing from the date of transfer due to non execution of 
agreement with Asset Reconstruction companies. 

(i) are presented in accordance with the requirements of clause 41 of the Listing 
Agreement in this regard; and 

(ii) give a true and fair view of the net loss and other financial information for 
the Quarter ended 3 1" March 20 15 as well as the year to date results for the 
period fkom 1 " April 20 14 to 3 1 st March 20 15. 

Further, we also report that we have, on the basis of the books of account and other 
records and information and explanations given to us by the management, also 
verified the number of shares as well as percentage of shareholdings in respect of 
aggregate amount of public shareholdings, as furnished by the company in terms of 
clause 35 of the Listing Agreement and found the same to be correct. 

For Talati & Talati 
Chartered Accountants 

Place: Ahmedabad 
Date: 22nd May 20 1 5 

Firm Regn No. 1 1075 8 W 

Umesh Talati 
(Partner) 

Mem. No. 034834 


