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INDEPENDENT AUDITOR’S REPORT
To the Members of HCL Comnet Systems and Services Limited

Report on the Audit of the Ind AS Financial Statements
Opinion

We have audited the accompanying Ind AS financial statements of HCL Comnet Systems and Services
Limited (*the Company™), which comprise the Balance sheet as at March 31 2019, the Statement of
Profit and Loss, including the statement of Other Comprehensive Income, the Cash Flow Statement and
the Statement of Changes in Equity for the year then ended, and notes to the 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, the
aforesaid Ind AS financial statements give the information required by the Companies Act, 2013, as
amended (“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, its profit including other comprehensive income, its cash flows and the changes in
equity for the year ended on that date.

Basis for Opinion

We conducted our audit of the Ind AS financial statements in accordance with the Standards on Auditing
(SAs). as specified under section 143(10) of the Act. Our responsibilities under those Standards are
further described in the “Auditor’s Responsibilities for the Audit of the Ind AS 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 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 audit opinion on the Ind AS financial statements.

Other Information

The Company’s Board of Directors is responsible for the other information. The other information
comprises the information included in the Director’s report, but does not include the Ind AS financial
statements and our auditor’s report thereon.

Our opinion on the Ind AS 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 Ind AS financial statements, our responsibility is to read the other
information and, in doing so, consider whether such other information is materially inconsistent with
the Ind AS financial statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact. We have nothing to report in
this regard.
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Responsibility of Management for the 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 Ind AS financial statements that give a true and fair view of the
financial position, financial performance including other comprehensive income, cash flows and
changes in equity of the Company in accordance with the accounting principles generally accepted in
India. including the Indian Accounting Standards (Ind AS) specified under section 133 of the Act read
with the Companies (Indian Accounting Standards) Rules, 2015, as amended. 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 accounting policies; making judgments 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 Ind AS financial statements
that give a true and fair view and are free from material misstatement, whether due to fraud or error.

In preparing the Ind AS 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 1o 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 Ind AS Financial Statements

Our objectives are to obtain reasonable assurance about whether the Ind AS 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 Ind AS financial statements.

As part of an audit in accordance with SAs, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

» ldentify and assess the risks of material misstatement of the 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 cffectiveness of such controls.

» LEvaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.
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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 Company’s ability 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 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 Ind AS financial statements,
including the disclosures, and whether the Ind AS financial statements represent the underlying
{ransactions 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
cthical 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.

Report on Other Legal and Regulatory Requirements

[

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 17 a statement on the matters specified in paragraphs 3 and 4 of the Order.

As required by 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 purposes of our audit;

(b) 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;

(c) The Balance Sheet, the Statement of Profit and Loss including the Statement of Other
Comprehensive Income, the Cash Flow Statement and Statement of Changes in Equity dealt
with by this Report are in agreement with the books of account;

(d) Inour opinion, the aforesaid Ind AS financial statements comply with the Accounting Standards
specified under Section 133 of the Act, read with Companies (Indian Accounting Standards)
Rules, 2015, as amended;

(e) On the basis of the written representations received from the directors as on March 31, 2019
taken on record by the Board of Directors, none of the directors is disqualified as on
March 31, 2019 from being appointed as a director in terms of Section 164 (2) of the Act;

() With respect to the adequacy of the internal financial controls over financial reporting of the
Company with reference to these Ind AS financial statements and the operating effectiveness
of such controls, refer to our separate Report in “Annexure 2™ to. this report;

(2) The provisions of section 197 read with Schedule V of the Act are not applicable to the
Company for the year ended March 31, 2019;




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

i.  The Company has disclosed the impact of pending litigations on its financial position in
its Ind AS financial statements;

ii.  The Company did not have any long-term contracts including derivative contracts for
which there were any material foreseeable losses;

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

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAL Firm Registration Number: 101049W/E300004

per Yogesh Midha

Partner

Membership Number: 094941
Place of Signature: Gurugram
Date: June 28. 2019
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Annexure 1 referred to in paragraph 1 of the section on “Report on Other Legal and Regulatory
Requirements” of our report of even date
Re: HCL Comnet Systems & Services Limited (the Company)

(1)

(ii)

(i)

(iv)

(vit)

(a) The Company has maintained proper records showing full particulars, including quantitative
details and situation of fixed assets,

(b) All fixed assets have not been physically verified by the management during the year but there is
a regular programme of verification 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.

(¢) According to the information and explanations given by the management, there are no immovable
properties, included in property, plant and equipment of the company and accordingly, the
requirements under clause 3(i)(c) of the Order are not applicable to the Company.

The Company’s business does not involve inventories and, accordingly, the requirements under clause
3(i1) of the Order are not applicable to the Company.

According to the information and explanations given to us, the Company has not granted any loans,
secured or unsecured to companies, firms, Limited Liability Partnerships or other parties covered in
the register maintained under section 189 of the Companies Act, 2013. Accordingly, the provisions of
clause 3(iii) (a). (b) and (c) of the Order are not applicable to the Company and hence not commented
upon.

In our opinion and according to the information and explanations given to us, there are no loans.
investments, guarantees, and securities granted in respect of which provisions of section 185 and 186
of the Companies Act 2013 are applicable and hence not commented upon.

The Company has not accepted any deposits within the meaning of Sections 73 to 76 of the Act and
the Companies (Acceptlance of Deposits) Rules, 2014 (as amended). Accordingly, the provisions of
clause 3(v) of the Order are not applicable.

We have broadly reviewed the books of account maintained by the Company putsuant to the rules
made by the Central Government for the maintenance of cost records under section 148(1) of the
Companies Act, 2013, related to the service of Bandwidth, and are of the opinion that prima facie, the
specified accounts and records have been made and maintained. We have not, however, made a detailed
examination of the same.

{(a) Undisputed statutory dues including provident fund, employees' state insurance, income-tax, goods
and service tax, duty of custom, cess and other statutory dues have generally been regularly
deposited with the appropriate authorities though there has been a slight delay in a few cases.

{b) According to the information and explanations given to us, no undisputed amounts payable in
respect of provident fund, employees' state insurance, income-tax, goods and service tax, duty of
custom, cess and other statutory dues were outstanding, at the year end, for a period of more than
six months from the date they became payable.




BATLIBOI & ASSOCIATES LLP

Chartered Accountants

(¢) According to the information and explanation given to us, except for following, there are no dues
of income-tax, goods and service tax, duty of custom, cess and other statutory dues which have not
been deposited on account of any dispute:

Name of the | Nature of | Amount in | Period to which | Forum where
Statute Dues thousands the amount | dispute is
(Rs) relates pending
Income Tax Act, | Income Tax 11,818%* 2013-14 Income Tax
1961 Appellate
Tribunal
Income Tax Act, | Income Tax 578 2014-15 CIT (A) (New
1961 Delhi)
Income Tax Act, | Income Tax 10,526* 2015-16 CIT (A) (New
1961 Delhi)

*Total demand has been adjusted with [ncome tax refund.

(viii) In our opinion and according to the information and explanations given by the management, the
Company has not defaulted in repayment of loans or borrowing to a bank. The Company did not have
any outstanding loans or borrowing dues in respect of financial institution or government or dues to
debenture holders.

(ix) According to the information and explanations given by the management, the Company has not raised
any money way of initial public offer / further public offer / debt instruments hence, reporting under
clause is not applicable to the Company and hence not commented upon. In our opinion and according
to information and explanations given by the management. term loans were applied for the purpose for
which they were raised.

(x) Based upon the audit procedures performed for the purpose of reporting the true and fair view of the
financial statements and according to the information and explanations given by the management, we
report that no fraud by the Company or no fraud / material fraud on the Company by the officers and
employees of the Company has been noticed or reported during the year.

(xi) According to the information and explanations given by the management, the provisions of section
197 read with Schedule V of the Act are not applicable to the company and hence reporting under
clause 3(xi) are not applicable and hence not commented upon.

(xit) In our opinion, the Company is not a nidhi Company. Therefore, the provisions of clause 3(xii) of the
order are not applicable to the Company and hence not commented upon.

(xiii) According to the information and explanations given by the management, transactions with the related
parties are in compliance with 188 of Companies Act, 2013 where applicable and the details have been
disclosed in the notes to the financial statements, as required by the applicable accounting standards.
The provisions of section 177 are not applicable to the Company and accordingly reporting under
clause 3(xiii) insofar as it relates to section 177 of the Act is not applicable to the Company and hence
not commented upon.

(xiv) According to the information and explanations given to us and on an overall examination of the balance
sheet, the Company has not made any preferential allotment or private placement of shares or fully or

clause 3(xiv) are not applicable to the Company and, not commented upon.
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(xv) According to the information and explanations given by the management, the Company has not entered
into any non-cash transactions with directors or persons connected with him as referred to in section
192 of Companies Act, 2013.

(xvi) According to the information and explanations given to us, the provisions of section 45-1A of the
Reserve Bank of India Act, 1934 are not applicable to the Company.

IFor S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per Yogesh Midha
Partner
Membership Number: 094941

Place of Signature: Gurugram
Date: June 28, 2019
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ANNEXURE 2 TO THE INDEPENDENT AUDITOR’S REPORT OF EVEN DATE ON THE
FINANCIAL STATEMENTS OF HCL COMNET SYSTEMS AND SERVICES LIMITED

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

We have audited the internal financial controls over financial reporting of HCL Comnet Systems and
Services 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
bascd 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 the 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, as amended.

Auditor’s Responsibility

Our responsibility is to express an opinion on the Company's internal financial controls over financial
reporting with reference to these financial statements 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 as specified under section 143(10) of the
Companies Act. 2013, as amended, to the extent 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 with
reference to these financial statements 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 over financial reporting with reference to these financial statements and their
operating effectiveness. Our audit of internal financial controls over financial reporting included
obtaining an understanding of internal financial controls over financial reporting with reference to these
financial statements. 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 internal financial controls over financial reporting with reference to these
financial statements.




Meaning of Internal Financial Controls Over Financial Reporting with Reference to these
Financial Statements

A company's internal financial control over financial reporting with reference to these financial
statements 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 with
reference to these financial statements 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 with Reference to
these Financial Statements

Because of the inherent limitations of internal financial controls over financial reporting with reference
to these financial statements. 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 with reference
to these financial statements to future periods are subject to the risk that the internal financial control
over financial reporting with reference to these financial statements may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Opinion

ln our opinion, the Company has, in all material respects, adequate internal financial controls over
financial reporting with reference to these financial statements and such internal financial controls over
financial reporting with reference to these financial statements 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
Accoumntants of India.

For S.R. Batliboi & Associates LLP
Chartered Accountants
ICAI Firm Registration Number: 101049W/E300004

per Yogesh Midha

Partner

Membership Number: 094941
Place of Signature: Gurugram
Date: June 28, 2019
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1L Comnet Systems and Services Limited
Balance Sheet as at 31 March 2019

(Al amounts in thousands of %)

ASSETS
(1) Non-current assets
{a) Property, plant and equipment
{b) Capital work in progress
(¢) Other intangible assets
() Deferred tax assets (net)
(¢) Other non-current assets
(2) Current assets
{a) 'inancial Assets
(1) Investments
(11) Trade receivables
(111) Cash and cash cquivalents
(b) Current tax assets (nety
(¢) Other current assets

TOTAL ASSETS

EQUITY

{a) I'quily share capital
(b) Other equity
FTOTAL EQUITY

. LIABILITIES

(1) Non - current liabilities
(a} I'inancial labilities
(1) Borrowings
(b) Provisions
(2) Current liabilities
(a) Fimancial Liabilities
(1) Trade pavables
(1) Others
(b) Provisions
() Other current liabilities

TOTAL EQUITY AND LIABILITIES

Summary of significant accounting policies

Note As at As at

No. 31 March 2019 31 March 2018
21 40,965 44,856
458 -
22 316 750
219 85,751 83,067
23 4,458 1,087
24 124,679 87,326
25 166,854 272,602
26 4,429 9.989
126,647 17,823
27 40,444 13,875
595,001 534,975
2.8 12,800 12,800
173,859 128,098
186,659 140,898
29 375 357
210 1,389 2,842
211 20,162 29,932
212 377,229 297,618
2.10 513 201
2.13 8,074 62,927
595,001 534,975

1

I'he accompanying noles are an integral part of the financial statements

\s per our report of even date

FOR S. R. BATLIBOI & ASSOCIATES LLP

ICAT Firm Registration Number : 101049W/E300004

Chartered Accountants

per Yogesh Midha
Partner
Membership Number: 094941

Gurugram, India

Date J_UNE 2%} 3-Olq

For and on behalf of the Board of Directors

of HCL Comnet Systems and Services Limited

3N ‘ \
Weul Kumar Jain
Director \

Noida (UD), India
Date: UUNE 29_) D—O‘q

AR W

Manish Anand
Director



HCT Comnet Systems and Services Limited
Statement of Profit and Loss for the year ended 31 March 2019

CAlamounts in thousands of R)

Note Year ended Year ended
No. 31 March 2019 31 March 2018
Revenue
Revenue from operations 2.14 465,792 142,339
Other income 2.15 6,758 42,827
l'otal revenue 472,550 485,166
Expenses
Fmplovee benefits expense 2.16 15,831 23,351
Finance costs 217 838 1,615
Deprectation and amortization expense 21&22 7556 8,511
Qutsourcing costs 15,828 27,493
Other expenses 2.18 373,918 491,853
lotal expenses 413,971 552,823
Profit / {(loss) before tax 58,579 (67,657)
lax expense
Current tax 15,285 (93)
Deferred  tax charge/ (credit) (2,633) (14,202)
T'otal tax expense 2.19 12,652 (14,295)
Profit/ (loss) for the year 45,927 (53,362)
Other comprehensive income
Detined benefit plan actuarial gains/ (loss) (216) 358
Income tax eftect 50 (89)
l'otal other comprehensive income/(loss) (166) 264
l'otal comprehensive income 45,761 (53,098)
Larnings per equity share of 3 10,000 each
Basic  {in 2 35,880 (+1,689)
Diluted 1in 2y 35,880 (41,6849)
Summary of significant accounting policies 1
The accompanving notes are an integral part of the financial statements
\s per our report of even date
FOR S. R. BATLIBOI & ASSOCIATES LLP For and on behalf of the Board of Directors
ICAL Firm Registration Number: 101049W/E300004 of HCL Comnet Systems and Services Limited

Chartered Accountants

/\ /\ \N\ﬂ“‘{x

per Yogesh Midha / V\tu Kumar]am \ Manish Anand
Partner ' Director \ Y Director
viembership Number: 094941 / \\ \

\
Curugram, india Noida (UP), India i
Date: JUNE 2@)2019 Date: jUNEZG) 2019

G WA
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HCL Comnel Systems and Services Limited

Statement of Changes in Equity for the year ended 31 March 2019

(ALamounts i thousands of 2, except share data and as stated otherwise)

Equity share capital Other equity
Reserves and Surplus
Number of Share R Capital Total other
Shares capital Reta%ned redemption equity
earnings Vst
Balance as at 1 April 2017 1,280 12,800 107,862 73,334 181,196
Profit 7 (loss) for the vear - - (33,362) - (53,362)
Other comprehensive income - - 264 - 264
Total comprehensive income for the year S - (53,098) - (53,098)
Capttal redemption reserve addition . = (6,666) 6,666 s
Balance as at 31 March 2018 1,280 12,800 48,098 80,000 128,098
Profit (loss) for the vear = = 45,927 - 45,927
Other comprehensive income - - (166) - (166)
Total comprehensive income for the year - - 45,761 - 45,761
Balance as at 31 March 2019 1,280 12,800 93,859 80,000 173,859

Refer note | for summary of significant accounting policies

The accompanying notes are an integral part of financial statements

\s per our report of even date

FOR S, R BATLIBOI & ASSOCIATES LLP
ICAL Firm Registration Number: 101049W/E300004

Chartered Accountants

per Yogesh Midha
Partner

Membership Number: 094941

Gurugram, India

Date. JUNE 28, 20194

For and on behalf of the Board of Directors

of HCL Comnet Systems and Services Limited

1 1& .
At Kumar Jain \
Director \
|
-

Noida (UP), India
Date: JUNE 28, 2019

%’ ',l

%
Vel e

Manish Anand

Director



HOD Comnet Systmes and Services Limited
Statement of cash flows

(Al amounts in thousands of ?)

AL Cash tlows from operating activities

Year ended
31 March 2019

Year ended
31 March 2018

Profit -~ (loss) betore tax 58,579 (67,657)
Adjustment for:

Deprediation and amortization 7,556 8,511

Profit on sale of property plant and equipment - (33,814)
Income onsale of current investments carried at fair value through profit and loss (6,000) (8,980)
Interest expenses N 7o

Urovision for doubtful debts written off 13,559 702

Other nor-cash items (263) (20)
()pt;rguringr profit/(loss) before working capital changes 73,490 (101,195)
Movement in Working Capital

{Increases decrease in trade receivables 92,452 (12,172
(Increascr decrease moother tinancial assets and other assets (31,724) (+,915)
Increase (decrease) mtrade pavables (9,770) (11,163)
Increase decrease) m provisions, other financial Labilities and other liabilities 27,816 146,897

Cash generated from operations 152,264 17,452

Direct tases pard (net of refunds) (124,110) (3,497)
Net cash flow from operating activities (A) 28,154 18,955

B. Cash flows from investing activities

Purchase of mvestments in securities (596,500) (629,050)
Proceeds irom sale of investments in securities 565,148 653,884

Proceeds rrom sale of property, plant and equipment = 33,885

Purchase of fixed assets (2,137) (1,104)
Nel cash flow from/(used) in investing activities (B) (33,489) 57,615

(. Cash flows from financing activities

Foan repard during the year (166) (151)
Redemption of preference shares - (80,000)
Interest paid (39) (73)
Net cash flow used in financing activities (©) (225) (80,226)
Netincrease (decrease) incash and cash equivalents  (A+B+C) (5,560) (8,650)
Cashoand cash equivalents at the beginning of the vear 9,989 18,645
Cash and cash equivalents at the end of the year as per note 2.6 4,429 9,989

Summary of significant accounting policies ( Note 1)

\s per our report of even date.

FOR SR BATLIBOI & ASSOCIATES LLP
ICAL birm Registration Number : 101049W/E300004

Chartered Accountants

per Yogesh Midha
Partner
Memboersiup Number: 094941

urugram, india

bate TUNE 28, 2019

For and on behalf of the Board of Directors
of HCL Comnet Systems and Services Limited

v

4

4 \Xw*’(

\ Atul Kumar Jain

Director

Noida (UD), India

X

\\ Manish Anand
\ Director
J

Date: U‘UNE ZQJ 2019



HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2019
(All amounts in thousands of ¥, except share data and as stated otherwise)

ORGANIZATION AND NATURE OF OPERATIONS

HCL Comnet Systems & Services Limited (‘hereinafter referred to as the “Company”’} is primarily engaged in
providing a range of IT enabled services. The Company was incorporated under the provisions of the
Companies Act applicable in India in December 1993, having its registered office at 806, Sidharth,96, Nehru
Place, New Delhi-110019. The Company leverages an éxtensive offshore infrastructure and professionals to
deliver Bandwidth and other services.

The financial statements for the year ended 31 March 2019 were approved and authorized for issue by the
Board of Directors on 28 June 20i9.

1. Significant accounting policies

a) Basis of preparation

The financial statements of the Company have been prepared in accordance with Indian Accounting
Standards (Ind AS) notified under the Companies (Indian Accounting Standards) Rules, 2015 (as
amended from time to time.)) and presentation requirements of Schedule II (Division II) to the
Companies Act, 2013, as applicable to the financial statements.

These financial statements have been prepared under the historical cost convention on an accrual and
going concern basis except for certain financial assets and labilities which have been measured at fair
value (refer accounting policy regarding financial instruments).

The Company uses the Indian Rupee ('3’) as its reporting currency.

The accounting policies adopted in the preparation of these financial statements are consistent with those
of the previous year. :

b) Use of estimates

The preparation of financial statements in conformity with Ind AS requires the management to make
estimates and assumptions that affect the reported amounts of assets, liabilities, revenue, expenses and
other comprehensive income (OCI) that are reported and disclosed in the financial statements and
accompanying notes. These estimates are based on the management’s best knowledge of current events,
historical experience, actions that the Company may undertake in the future and on various other
assumptions that are believed to be reasonable under the circumstances. Significant estimates and
assumptions are used for, but not limited to, accounting for costs expected to be incurred to complete
performance under fixed price projects, allowance for uncollectible accounts receivables, accrual of
warranty costs, income taxes, future obligations under employee benefit plans, the useful lives of property,
plant and equipment, intangible assets, and other contingencies and commitments. Changes in estimates
are reflected in the financial statements in the year in which the changes are made. Actual results could
differ from those estimates.

¢) Foreign currency and translation

The financtal statements of the Company are presented in Indian Rupee (%) which is also the Company’s
functional currency. For each foreign operation, the Company determines the functional currency which is
its respective local currency.

Transactions in foreign currencies are initially recorded by the Company at their respective functional
currency spot rates at the date of the transaction. Foreign-currency denominated monetary assets and
liabilities are translated to the relevant functional currency at exchange rates in effect at the balance sheet
date. Exchange differences arising on settlement or translation of monetary items are recognized in the
statement of profit and loss. Non-monetary assets and non-monetary liabilities denominated in a foreign
currency and measured at historical cost. are translated at the exchange rate prevalent at the date of the

1
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d)

¢)

initial transaction. Non-monetary assets and non-monetary liabilities denominated in a foreign currency
and measured at fair value are translated at the exchange rate prevalent at the date when the fair value
was determined.

Transaction gains or losses realized upon settlement of foreign currency transactions are included in
determining net profit for the year in which the transaction is settled. Revenue, expenses and cash-flow
items denominated in foreign currencies are translated into the relevant functional currencies using the
exchange rate in effect on the date of the transaction.

Fair value measurement

The Company records certain financial assets and liabilities at fair value on a recurring basis. The
Company determines fair value based on the price it would receive to sell an asset or pay to transfer a
liability in an orderly transaction between market participants at the measurement date and in the
principal or most advantageous market for that asset or liability.

The Company holds certain fixed income securities which must be measured using the guidance for fair
value hierarchy and related valuation methodologies. The guidance specifies a hierarchy of valuation
techniques based on whether the inputs to each measurement are observable or unobservable. Observable
inputs reflect market data obtained from independent sources, while unobservable inputs reflect the
Company’s assumptions about current market conditions. The fair value hierarchy also requires an entity
to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring
fair value. The prescribed fair value hierarchy and related valuation methodologies are as follows:

Level 1 - Quoted inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active
markets. ‘

Level 2 - Quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active and model-derived valuations, in which all significant inputs
are directly or indirectly observable in active markets. -

Level 3 - Valuations derived from valuation techniques, in which one or more significant inputs are
unobservable inputs which are supported by little or no market activity.

In accordance with Ind AS 113, assets and liabilities are to be measured based on the following valuation
techniques:

a) Market approach - Prices and other relevant information generated by market transactions involving
identical or comparable assets or liabilities.

b) Income approach - Converting the future amounts based on market expectations to its present value
using the discounting method.

¢) Cost approach - Replacement cost method.

A fair value measurement of a non-financial asset takes into account a market participant’s ability to
generate economic benefits by using the asset in its highest and best use or by selling it to another market
participant who would use the asset in its highest and best use.

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses if
any. Cost comprises the purchase price and directly attributable cost of bringing the asset to its working
condition for its intended use. Any trade discounts and rebates are deducted in arriving at the purchase
price. The .Company identifies and determines separate useful lives for each major component of the
property, plant and equipment, if they have a useful life that is materially different from that of the asset as
a whole.




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2019
(All amounts in thousands of ¥, except share data and as stated otherwisc)

Subsequent expenditure related to an item of property, plant and equipment is added to its book value
only if it increases the future benefits from the existing asset beyond its previously assessed standard or
period of performance. All other expenses on existing property, plant and equipment, including day-to-
day repairs, maintenance expenditure and cost of replacing parts, are charged to the statement of profit
and loss for the vear during which such expenses are incurred.

Gains or losses arising from derecognition of assets are measured as the difference between the net
disposal proceeds and the carrying amount of the asset and are recognized in the statement of profit and
loss when the asset is derecognized.

Property, plant and equipment under construction and cost of assets not ready for use at the year-end are
disclosed as capital work- in- progress. :

Depreciation on property, plant and equipment is provided on the straight-line method over their
estimated useful lives, as determined by the management. Depreciation is charged on a pro-rata basis for
assets purchased/sold during the year.

The management’s estimates of the useful lives of various assets for computing depreciation are as
follows: .

Asset description Asset life
(in years)
Buildings 20
Plant and equipment (including air conditioners, 10
electrical installations)
Office equipment 5
Computers 4-5
Furniture and fixtures 7
Vehicles 5

The useful lives as given above best represent the period over which the management expects to use these
assets, based on technical assessment. The estimated useful lives for these assets are therefore different
from the useful lives prescribed under Part C of Schedule II of the Companies Act 2013.

The residual values, useful lives and methods of depreciation of property, plant and equipment are
reviewed at each financial year-end and-adjusted prospectively, if appropriate.

Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. Following initial
recognition, intangible assets are carried at cost less any accumulated amortization and accumulated
impairment losses.

Intangible assets are amortized over the useful life and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortization period and thé amortization
method for an intangible asset with a finite useful life are reviewed at least at the end of each reporting
vear. Changes in the expected useful life or the expected pattern of consumption of future economic
benefits embodied in the asset are considered to modify the amortization period or method, as
appropriate, and are treated as changes in accounting estimates. The amortization expense on intangible
assets with finite lives is recognized in the statement of profit and loss.

Gains or losses arising from derecognition of an intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of the asset and are recognized in the statement of
profit and loss when the asset is derecognized.
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8)

j)

The intangible assets are amortized over the estimated useful life of the assets as under:

Asset desci‘iption Asset life (in years)

Software 3
Leases

Leases, where the lessor effectively retains substantially all the risks and benefits of ownership of the
leased items, are classified as operating leases. Operating lease payments are recognized as an expense in
the statement of profit and loss on a straight-line basis over the lease term.

Impairment of non financial assets
Intangible assets and property, plant and equipment

Intangible assets and property, plant and equipment are evaluated for recoverability whenever events or
changes in circumstances indicate that their carrying amounts may not be recoverable. For the purpose of
impairmer{t testing, the recoverable amount (i.e. the higher of the fair value less cost to sell and the value-
in-use) is determined on an individual asset basis unless the asset does not generate cash flows that are
largely independent of those from other assets. In such cases, the recoverable amount is determined for the
CGU to which the asset belongs. If such assets are considered to be impaired, the impairment to be
recognized in the statement of profit and loss is measured by the amount by which the carrying value of
the asset exceeds the estimated recoverable amount of the asset.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of an asset that
necessarily takes a substantial period of time to get ready for its intended use or sale are capitalized as part
of the cost of the asset. All other borrowing costs are expensed in the period in which they occur.

Borrowing costs consist of interest and other costs that an entity incurs in connection with the borrowing
of funds. Borrowing cost also includes exthange differences to the extent regarded as an adjustment to the
borrowing costs.

Financial instruments

A financial instrument is a contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity.

Financial assets

All financial assets are recognized initially at fair value. Transaction costs that are attributable to the
acquisition’ of the financial assets (other than financial assets at fair value through profit and loss) are
added to the fair value measured on initial recognition of financial asset. Purchase and sale of financial
assets are accounted for at trade date.

Cash and shiort-term deposits
Cash and short-term deposits in the balance sheet comprise cash in banks and short-telm deposits with an
original maturity of three months or less, which are subject to an insignificant risk of changes in value.

Financial instruinents at ainortized cost

A financialinstrument is measured at the amortized cost if both the following conditions are met:

a) The asset is held within a business model whose objective is to hold assets for collecting contractual
cash flows, and

b) Contractual terms of the asset give rise on specified dates to cash flows that are solely payments of
principal and interest (SPPI) on the principal amount outstanding,.
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1.

After initial measurement, such financial assets are subsequently measured at amortized cost using the
effective interest rate (EIR) method. Amortized cost is calculated by taking into account any discount or
premium on acquisition and fees or costs that are an integral part of the EIR. The EIR amortization is
included in other income in the statement of profit and loss. The losses arising from impairment are
recognized in the statement of profit and loss. This category includes cash and bank balances, loans,
unbilled revenue, trade and other receivables.

Financial instrument at Fair Value through Other Comprehensive Income (OCI)

A financial instrument is classified and measured at fair value through OCI if both of the following criteria

are met:

a) The objective of the business model is achieved both by collecting contractual cash flows and selling
the financial assets, and

b) The asset’s contractual cash flows represent solely payments of principal and interest.

Financial instruments included within the OCI category are measured initially as well as at each reporting
date at fair value. Fair value movements are recognized in OCIL. On derecognition of the asset, cumulative
gain or loss previously recognized in OCl is reclassified from OCI to statement of profit and loss.

Financial instrument at Fair Value through Profit and Loss

Any financial instrument, which does not meet the criteria for categorization at amortized cost or at fair
value through other comprehensive income, is classified at fair value through profit and loss. Financial
instruments included in the fair value through profit and loss category are measured at fair value with all
changes recognized in the statement of profit and loss.

Derecognition of financial assets
A financial asset is primarily derecognized when the rights to receive cash flows from the asset have
expired, or the Company has transferred its rights to receive cash flows from the asset.

Ipairiment of financial assets

The Company recognizes loss allowances using the expected credit loss (ECL) model for the financial
assets which are not fair valued through profit and loss. Lifetime ECL allowance is recognized for trade
receivables with no significant financing component. For all other financial assets, expected credit losses
are measured at an amount equal to the 12-month ECL, unless there has been a significant increase in
credit risk.from initial recognition in which case they are measured at lifetime ECL. The amount of
expected credit losses (or reversal) that is required to adjust the loss allowance at the reporting date is
recognized in the statement of profit and loss. :

Financial liabilities

All financial liabilities are recognized initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable trarisaction costs.

The Company’s financial liabilities include trade pavables, borrowings including bank overdrafts and
other payables.

After initial recognition, financial liabilities are subsequently measured at amortized cost using the
effective interest rate (EIR) method. Gains and losses are recognized in the statement of profit and loss
when the liabilities are derecognized as well as through the EIR amortization process.

Amortized cost is calculated by taking into account any discount or premium on acquisition and fees or
costs that are an integral part of the EIR. The EIR amortization is included as finance costs in the statement
of profit and loss.

Derecognition
A financial liability is derecognized when the obligation under the liability is discharged or cancelled or
expires.
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k) Revenue recognition

Adoption of new accounting principles

Effective 1 April 2018, the Company has adopted Ind AS 115 using the cumulative effect method. The
standard is applied retrospectively only to contracts that are not completed as at the date of initial
application and the comparative information is not restated in the financial statement. The adoption of the
standard did not have any material impact to the financial statements of the Company.

Revenue is recognized when, or as, control of a promised service or good transfers to a customer, in an
amount that reflects the consideration to which the Company expects to be entitled in exchange for
transferring those products or services. To recognize revenues, the following five step approach is applied:
(1) identify the contract with a customer, (2) identify the performance obligations in the contract, (3)
determine the transaction price, (4) allocate the transaction price to the performance obligations in the
contract, and (b) recognize revenues when a performance obligation is satisfied. Contract is accounted
when it is legally enforceable through executory contracts, approval and commitment from all parties, the
rights of the parties are identified, payment terms are identified, the contract has commercial substance
and collectability of consideration is probable.

Revenue related to contracts providing maintenance and support services, are recognized based on our
right to invdice for services performed for contracts in which the invoicing is representative of the value
being delivered. If our invoicing is not consistent with value delivered, revenues are recognized as the
service is performed based on the cost to cost method described above.

In instances when revenue is derived from sales of third-party vendor services, material or licenses,
revenue is recorded on a gross basis when the Company is a principal to the transaction and net of costs
when the Company is acting as an agent between the customer and the vendor. Several factors are
considered to determine whether the Company is a principal or an agent, most notably being company
control the goods or service before it is transferred to customer, latitude in deciding the price being
charged to: customer. Revenue is recognized net of discounjs and allowances, value-added and service
taxes, and includes reimbursement of out-of-pocket expenses, with the corresponding’ out-of-pocket
expenses included in cost of revenues.

Incentive revenues, volume discounts, or any other form of variable consideration is estimated using either
the sum of probability weighted amounts in a range of possible consideration amounts (expected value),
or the single most likely amount in a range of possible consideration amounts.(most likely amount),
depending on which method better predicts the amount of consideration realizable. Transaction price
includes variable consideration only to the extent it is probable that a significant reversal of revenues
recognized will not occur when the uncertainty associated with the variable consideration is resolved. Our
estimates of variable consideration and determination of whether to include estimated amounts in the
transaction price may involve judgment and are based largely on an assessment of our anticipated
performance and all information that is reasonably available to us. ‘

5

Retirement and other employee benefits ‘

i.  Provident fund: Employees of the Company receive benefits under the provident fund, a defined
benefit plan. The employee and employer each make monthly contributions to the plan. A portion of the
contribution is made to the provident fund trust managed by the Company or Government administered
provident fund; while the balance contribution is made to the Government administered pension fund. For
the contribution made by the Company to the provident fund trust managed by the Company, the
Company has an obligation to fund any shortfall on the yield of the Trust's investments over the
administered interest rates. The liability is actuarially determined (using the projected unit credit method)
at the end of the year. The funds contributed to the Trust are invested in specific securities as mandated by
law and generally consist of federal and state government bonds, debt mstruments of government—owned
corporations and other eligible market securities.
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ii. In respect of superannuation, a defined contribution plan for applicable employees, the Company
contributes to a scheme administered on its behalf by an insurance company and such contributions for
each year of service rendered by the employees are charged to the statement of profit and loss. The
Company has no further obligations to the superannuation plan beyond its contributions.

iii. Gratuity liability: The Company provides for gratuity, a defined benefits plan (the “Gratuity Plan”)
covering eligible employees. The Gratuity Plan provides a lump sum payment to vested employees at
retirement, death, incapacitation or termination of employment, of an amount based on the respective
employee’s base salary and the tenure of employment (subject to a maximum of ¥ 20 lacs per employee).
The liability is actuarially determined (using the projected unit credit method) at the end of each year.
Actuarial gains/losses are recognized immediately in the balance sheet with a corresponding debit or
credit to refained earnings through other comprehensive income in the year in which they occur.

iv. Compensated absences: The employees of the Company are entitled to compensated absences which
are both accumulating and non-accumulating in nature. The employees can carry forward up to the
specified portion of the unutilized accumulated compensated absences and utilize it in future periods or
receive cash at retirement or termination of employment. The expected cost of accumulating compensated
absences is determined by actuarial valuation (using the projected unit credit method) based on the
additional amount expected to be paid as a result of the unused entitlement that has accumulated at the
balance sheet date. The expense on non-accumulating compensated absences is recognized in the
statement of profit and loss in the year in which the absences occur. Actuarial gains/losses are
immediate{y taken to the statement of profit and loss and are not deferred. :

v. State Plans: The contribution to State Plans, a defined: contribution ‘plan namely Employee State
Insurance Fund and Employees” Pension Scheme for the Company are charged to the statement of profit
and loss. '

i
Taxation

Income tax expense comprises current and deferred income tax.

Income tax expense is recognized in statement of profit and loss except to the extent that it relates to items
recognized directly in equity, in which case it is recognized in equity. Current income tax for current and
prior periods is recognized at the amount expected to be paid to or recovered from the tax authorities,
using the tax rates and tax laws that have been enacted or substantively enacted by the balance sheet date.
Provision for income tax includes the impact of provisions established for uncertain income tax positions,
as well as the related interest.

Deferred income tax assets and liabilities are recognized for all temporary differences arising between the
tax bases of assets and liabilities and their carrying amounts in the financial statements.

Deferred tax assets are reviewed at each reporting date and are reduced to the extent that it is no longer
probable that the related tax benefit will be realized. Deferred income tax assets and liabilities are
measured using fax rates and tax laws that have been enacted or substantively enacted by the balance
sheet date and are expected to apply to-taxable income in the years in which those temporary differences
are expected to be recovered or settled.

The effect of changes in tax rates on deferred income tax assets and liabilities is recognized as income or
expense in the period that includes the enactment or the substantive enactment date. A deferred income
tax asset is recognized to-the extent that it is probable that future taxable profit will be available against
which the deductible temporary differences and tax losses can be utilized.

Deferred tax assets and deferred tax liabilities are offset, if a legally enforceable right exists to set off
current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and
the same taxation authority.
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n)

0)

Earnings per share

Basic earnings per share are calculated by dividing the net profit attributable to equity holders by the
weighted average number of equity shares outstanding during the year.

Diluted EPS amounts are computed by dividing the net profit attributable to the equity holders of the
Company by the weighted average number of equity shares considered for deriving basic earnings per
share and also the weighted average number of equity shares that could have been issued upon
conversion of all dilutive potential equity shares. The diluted potential equity shares are adjusted for the
proceeds receivable had the shares been actually issued at fair value (i.e. the average market value of the
outstanding shares). Dilutive potential equity shares are deemed converted as at the beginning of the year,
unless issued at a later date. Dilutive potential equity shares are determined independently for each year
presented. :

Provisions

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, and it is probable that an outflow of resources embodying
economic benefits will be required to settle the obligation. If the effect of the time value of money is
material, provisions are determined by discounting the expected future cash flows.

Recently issued accounting pronouncements
Ind AS 116 - Leases

Ind AS 116 Leases was notified in October 2018 and it replaces Ind AS 17 Leases, including appendices
thereto. Ind AS 116 is effective for annual periods beginning on or after 1 April 2019. Ind AS 116 sets out
the principles for the recognition, measurement, presentation and disclosure of leases and requires lessees
to account for all leases under a single on-balance sheet model similar to the accounting for finance leases
under Ind AS 17.

The Company is currently evaluating the impact that the adoption of this new standard will have on its
financial statements. ‘

Appendix C to Ind AS 12 Uncertainty over Income Tax Treatment
The amendment to Appendix C of Ind AS 12 specifies that the amendment is to be applied to the
determination of taxable profit (tax loss), tax bases, unused tax losses, unused tax credits and tax rates,

when there is uncertainty over income tax treatments under Ind AS 12.

The Company is currently evaluating the impact that the adoption of this new standard will have on its
financial statements.
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2.2 Other intangible assets

The changes in the carrying value for the year ended 31 March 2019

Software Total
Gross block as at1 April 2018 14,995 14,995
Additions - -
Disposals - -
Gross block as at 31 March 2019 14,995 14,995
Accumulated depreciation as at 1 April 2018 14,245 14,245
Charge for the year 434 434
Deduction/other adjustments - -
Accumulated depreciation as at 31 March 2019 14,679 14,679
Net block as at 31 March 2019 316 316
The changes in the carrying value for the year ended 31 March 2018 ,
: : Software Total

Gross block as at'1 April 2017 14,995 14,995
Additions - -
Disposals : - -
Gross block as at 31 March 2018 14,995 14,995
Accumulated depreciation as at 1 April 2017 13,811 13,811
Charge for the year 434 434
Deduction/other adjustments - -
Accumulated depreciation as at 31 March 2018 14,245 14,245
Net block as at 31 March 2018 750 750

1,184 1,184

Net block as at 1 April 2017
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2.3 Other non- current assets

As at
31 March 2019 31 March 2018
Unsecured considered good unless otherwise stated
Others
Prepaid expenses 1,458 4,687
4,458 4,687
2.4 Financial assets - investments
As at
31 March 2019 31 March 2018
Current investments
Unquoted
Carried at fair value through profit & loss
Investment in mutual fund 124,679 87,326
124,679 87,326
2.5 Trade receivable
As at
31 March 2019 31 March 2018
Unsecured, considered good . 178,396 281,528
Trade receivable which have significant increase in credit risk 23,263 11,629
Trade receivable-credit impaired 2,847 3,803
204,506 296,960
Impairment allowance for bad and doubtful debts
-Unsecured, considered Good ’ (11,542) (8,926)
-Trade receivable which have significant increase in credit risk (23,263) (11,629)
-I'rade receivable-credit impaired (2,847) (3,803)
166,854 272,602
Note:-
1, Includes receivables from related parties amounting to 3 Nil (31 March 2018, ¥ 18,918 Thousand)
2.6 Cash and bank balances
. As at
31 March 2019 31 March 2018
Cash and cash equivalent
Balance with banks
- in current accounts 4,429 9,989
4,429 9,989
2.7 Other current assets
As at
31 March 2019 31 March 2018
Unsecured , considered good
Advances other than capital advances
Security deposits 33 314
Advances to suppliers - 3,754 6,622
Others
Prepaid expenses ) 933 1,031
Prepaid Expenses-related parties(Refer note 2.25) 149 -
Goods and service tax receivable - 5,383
Other Receivables-related parties(Refer note 2.25) 35,069 -
Other advances 505 525
40,444 13,875
Unsecured , considered doubtful
Other advances - 263
Less; Provision for doubtful advances - (263)
40,444 13,875
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2.8 Share capital

As at

31 March 2019 31 March 2018
Authorized
20,000 (31 March 2018, 20,000) equity shares of Z 10,000 each 200,000 200,000
5,500,000(31 March 2018, 5,500,000) redeemable preference shares of 550,000 550,000
2 100 each
Issued, subscribed and fully paid up
1,280 (31 March 2018, 1,280) equity shares I 10,000 each 12,800 12,800

Terms/ rights attached to equity shares

The Company has only one class of shares referred to as equity shares having a par value of ¥10,000/-. Each holder of equity

shares is entitled to one vote per share.

In the event of Equidation of the Company, the holders of equity shares will be entitled to receive the remaining assets of the
Company, after distribution of all preferential amounts. The distribution will be in proportion to the number of equity shares held

by the shareholders.

Reconciliation of the number of shares outstanding at the beginning and at the end of the financial year

As at ]
31 March 2019 31 March 2018
No. of No. of
shares ¥inThousands| ¢hares ¥ in Thousands
Number of shares at the beginning 1,280 12,800 1,280 12,800
Add: Shares issued during the year - - - -
Number of shares at the end 1,280 12,800 1,280 12,800

Equity shares held by holding/ultimate holding company and/or their subsidiaries/associates

QOut of equity shares issued by the Company, shares held by its holding company are as below:-

) As at
31 March 2019 31 March 2018
No. of |% holdinginthe| No.of |% holding in the
shares class shares class
HCL Technologies Limited
Equity shares of T 10,000 each fully paid 1,280 100% | 1,280 100%
Details of shareholders holding more than 5 % shares in the company:-
As at
_ 31 March 2019 31 March 2018
Name of the shareholder No. of |% holdinginthe| No.of |% holding in the
shares class shares class
Equity shares of ¥ 10,000 each fully paid ’
HCL Technologies Limited, the holding company 1,280 100% 1,280 100%

As per the records of the Company, including its register of shareholders/members and other declarations received from
shareholders regarding bencficial interest, the above shareholding represents both legal and beneficial ownership of shares.

There were no bonus shares issued, no shares issued for consideratidn other than cash and no shares bought back during the year

(31 March 2018 Nil).
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Capital management

The primary objective of Company’s capital management is to support business continuity and growth of the company while maximizing
the shareholder value. The Company determines the capital requirement based on annual operating plans and long term and other strategic
investment plans. The funding requirements are generally met through operating cash flows generated.

2.9 Borrowings

Non-current

Current

As at

As at

31 March 2019

31 March 2018

31 March 2019

31 March 2018

Long term borrowings
Secured
Term loan trom banks(Refer Note 1 below)

Current maturity of long term borrowings disclosed under Note 2.12

"Other financial liabilities”

" a7s 557 182 166
375 557 182 166

- - (182) (166)

375 557 - -

Note 1 :The Company has availed a term loan of 2 557 thousand (31 March 2018, ¥ 723 thousand) secured by hypothecation of gross vehicles
of T 1,126 thousand (31 March 2018, ¥ 1,126 thousand) at an interest ranging from 10.4% to 8.5%. The loans are repayable over a period of

three years on a monthly basis.

2.10 Provisions

As at

31 March 2019 31 March 2018
Non - current
Provision for employee benefits
Provision for gratuity (Refer note 2.24) 1,011 " 2,101
Provision for leave benefits 378 741
1,389 2,842
Current
Provision for employee benefits
Provision for gratuity (Refer note 2.24) 363 72
Provision for leave benefits 150 129
513 201
2.11 Trade payables
As at
31 March 2019 31 March 2018
Trade payables 17,910 4,991
Trade payables-related parties(Refer note 2.25) 2,252 24,941
20,162 29,932




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2019
(All amounts in thousands of , except share data and as stated otherwise)

2.12 Other financial liabilities

As at
31 March 2019 31 March 2018
Current
Carried at amortized ¢ost
Current maturities of lk)ng term borrowings . 182 166
Deposits from customers . - 614
Liabilities for expenses. 356,597 i 291,145
Liabilitics for expenses-related parties (Refer note 2.25) 14,948 1,532
Accrued salaries and benefits
- Employee bonuses accrued 1,162 905
- Other employee costs 1,075 1,542
Capital accounts payables 3,265 1,713
377,229 297,618
2.13 Other current liabilities
As at
31 March 2019 - 31 March 2018
Contract Liabilities (previous year: revenue received in advance) 3,639 53,828
Other Advances .
- Advances received from customers - 8,615
QOthers
- Goods and service tax payable 4,818 ‘ -
- Withholding and other taxes payable 217 484
8,674 62,927
2.14 Revenue from operations
Year ended
31 March 2019 31 March 2018
Sale of services
Bandwidth and other services 465,792 442,339
465,792 442,339

Disaggregate Revenue Information

The disaggregated revenue from contracts with the customers for the year ended 31 March 2019 by contract type

Year ended
31 March 2019
Fixed price 465,792
465,792
Geography wise
India 465,792
465,792

Remaining performance obligations

As at 31 March 2019, the company does not have any amount of transaction price allocated to remaining performance obligations as
per the requirements of Ind AS 115 was after exclusions of below:

a) Contracts for which we recognize revenues based on the right to invoice for services performed,

b) Variable consideration allocated entirely to a wholly unsatisfied performance obligation or to a wholly unsatisfied promise to
transfer a distinct good or service that forms part of a single performance obligation,or

¢) Variable consideration in the form of a sales-based or usage-based royalty promised in exchange for a license of intellectual
property.
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214 Revenue from operations(continued)

Contract balances

Contract assets : A contract asset is a right to consideration that is conditional upon factors other than the passage of time. Contract
assets are recognized where there is excess of revenue over the billings. Revenue recognized but not billed to customers is classified
either as contract assets or unbilled receivable in our balance sheet. Contract assets primarily relate to unbilled amounts on fixed
price contracts using the cost to cost method of revenue recognition. Unbilled receivable represents contracts where right to
consideration is unconditional (i.e. only the passage of time is required before the payment is due).

The company does not have any contract assets as on 1 April 2018.

Contract liablities : A'contract liability arises when there is excess billing over the revenue recognized (also referred to as deferred
revenue).

The below table discloses the significant movement in contract liabilities :

Contract liabilities
Balance as at 1 April 2018 53,828
Additional amounts billed but not recognized as revenue 1,693
Deduction on account of revenues recognized during the year (51,882)
Balance as at 31 March 2019 ) 3,639

Deferred contract cost : Deferred contract cost represents the contract fulfilment cost and cost for obtaining the contract.The company
does not have any deferred contract cost as on 31 March 2019,

2.15 Other income

Year ended
31 March 2019 31 March 2018
Income on investments carried at fair value through profit and loss
- Gains on fair value changes on mutual funds 692 (265)
- Profit on sale of mutual funds ) 5,308 9,251
Profit on sale of property, plant and equipments L 33,814
Exchange differences (net) 494 ‘ -
Provisions no longer-required written back (net) 263 26
Miscellaneous income 1 1
6,758 42,827

Note : Net of loss on sale of property, plant and equipment 2 Nil{ 31 March 2018 % 57 thousand)
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2.16 Employee benefits expense

Year ended
31 March 2019 31 March 2018
Salaries, wages and bonus 15,380 21,931
Contribution to provident fund and other emplovee funds 424 1,372
Staff welfare expenses - 271 48
15,831 23,351
2.17 Finance cost
Year ended
31 March 2019 31 March 2018
Interest
- loan from bank 59 75
Bank charges 779 1,540
838 1,615
2.18 Other expenses
Year ended
31 March 2019 31 March 2018
Rent 4,367 5,447
Power and fuel 14,933 24,465
Communication costs 629| 485
Travel and convevance 3,559 5,780
Legal and professional charges " 1,216 4,028
License and transponder fee 331,768 448,394
CSR expenditure - 928
Provision for doubtful debts/ bad debts written off 13,559 702
Exchange differences (net) i - 464
Miscellaneous expenses 3,887 1,160
373,918 491,853
2.19 Income taxes
Year ended
31 March 2019 31 March 2018
Income tax charged to statement of profit and loss
Current income tax charge 15,285 (93)
Deferred tax charge (credit) (2,633) (14,202)
12,652 (14,295)
Income tax charged to other comprehensive income
Expense (benefit) on re-measurements of defined benefit plans 50 (89
50 (89)

T
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The reconciliation between the Company’s provision for income tax and amount computed by applying the statutory income tax rate

in India is as follows:

Year ended
31 March 2019 31 March 2018

Profit before income tax 58,579 (67,657)
Statutory tax rate in India 27.82% 25.75%
Expected tax expense 16,297 (17.422)
Other permanent differences 587 239
Income tax at lower / higher rate (4,700} 4,682
Reversal of prior year provision 389 (1,487)
Others 79 (307)
Total taxes ] 12,652 (14,295)
Effective income tax rate 21.60% -
Components of deferred tax assets and liabilities as on 31 March 2019

Opening Recognized in Recognis'efi in/ Closing

balance profitand loss reclassified balance

from OCI

Deferred tax assets
Business losses 5,783 (5,783) - -
MAT credit entitlement 15,534 (1,946) - 13,588
Provision for doubtful debts 6,401 4,073 - 10,474
Accrued emplovee costs 1,009 (339) - 670
Depreciation and amortization 13,142 (1,315) - 11,827
Others 41,476 8,146 - 49,622
Gross deferred tax assets (A) 83,345 2,836 - 86,181
Deferred tax liabilities
Others 278 202 (50) 430
Gross deferred tax liabilities (B) 278 202 (50) 430
Net deferred tax assets (A-B) 83,067 2,633 50 85,751
Components of deferred tax assets and liabilities as on 31 March 2018

Opening Recognized in Recognis.eq in/ Closing

balance profitand loss reclassified balance

from OCI

Deferred tax assets
Business losses - 5,783 - 5,783
MAT credit entitlement 14,047 1,487 - 15,534
Provision for doubtful debts 6,729 (328) - 6,401
Accrued employee costs 1,041 (32) - 1,009
Depreciation and amortization 16,406 (3,264) - 13,142
Others 30,794 10,682 - 41,476
Gross deferred tax assets (A) 69,017 14,328 - 83,345
Deferred tax liabilities
Others 63 126 89 278
Gross deferred tax liabilities (B) 63 126 89 278
Net deferred tax assets (A-B) 68,954 14,202 (89) 83,067
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2.20 Earnings per share

Year ended

31 March 2019

31 March 2018

Net profit(loss) as per statement of profit and loss for computation of EPS

45,927 (53,362)
Weighted average number of shares outstanding in calculating basic EPS 1,280 1,280
Weighted average number of shares outstanding in calculating dilutive EPS 1,280 1,280
Nominal value of equity shares (in %) 10,000 10,000
Earnings per equity share (in )
- Basic 35,880 (41,689)
- Diluted 35,880 (41,689)

2.21 Leases

The Company leases office spaces and accommodation for its employees under operating lease agreements. The lease rental
expense relating to leased premises recognised in the statement of profit and loss for the year is ¥ 4,367 thousand (31 March
2018, ¥ 5,447 thousand). The escalation amount of non- cancellable operating lease payable in future years and accounted by the

company is ¥ Nil (31 March 2018, INil)
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Fair value hierarchy

The assets and liabilities measured at fair value on a recurring basis as at 31 March 2019 and the basis for that measurement is as below:

Fair value  Level 1inputs Level 2 inputs Level 3 inputs

Assets
[nvestments carried at fair value through profit and loss 124,679 124,679 - -

There have been no transfers between Level 1 and Level 2 during the yvear

The following table discloses the assets and liabilities measured at fair value on a recurring basis as at 31 March 2018 and the basis for that
measurement:

Fair value  Level 1inputs Level 2inputs Level 3 inputs

Assets
Investments carried at fair value through profit and loss 87,326 87,326 - -

There have been no transfers between Level T and Level 2 during the year

Valuation methodologies

Quoted market prices in active markets are available for investments in securities and, as such, these investments are classified within Level 1.

Investments: The Company’s investments consist primarily of investment in debt linked mutual funds. Fair values of investment securities
classified as fair value through profit and loss are determined using quoted prices for identical assets or liabilities in active markets and are
classified as Level 1. Fair value of term deposits with banks and corporates is determined using observable markets” inputs and is classified as
Level 2.

The Company assessed that fair value of cash and short-term deposits, trade receivables, trade payables, bank overdrafts and other current
liabilities approximate their carrying amounts largely due to the short-term maturities of these instruments.
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(b) Financial risk management

The Company is exposed to market risk, credit risk and liquidity risk which mayv impact the fair value of its financial instruments. The Company has a risk
management policy 1o manage & mitigate these risks.

Market risk
Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in market prices. Market risk comprises of
currenev risk and interest rate risk. The Company is primarily exposed to fluctuation in foreign currency exchange rates.

(i) Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in market interest rates. The Company’s
investments are primarily in {ixed rate interest bearing investments. Hence the Company is not significantly exposed to interest rate risk.

¢
Credit risk

Financial instruments that potentially subject the Company to concentration of credit risk consist principally of cash and bank balances, inter-corporate deposits,
trade receivables and investinent securities. The cash resources of the Company are invested with mutual funds after an evaluation of the credit risk. By their nature,
all such financial instruments involve risks, including the credit risk of non-performance by counterparties.

The customers of the Company are primarily corporations based in India and accordingly trade receivables are concentrated in the respective countries. The
Company periodically assesses the financial reliability of customers, taking into account the financial condition, current economic trends, analysis of historical bad

debts and ageing of accounts receivables.

The allowance for lifetime expected credit loss on customier balances is as below:

As at
31 March 2019 | 31 March 2018
Balance at the beginning of the vear 24,358 24,161
Additional provision during the vear 18,183 20,875
Deductions on account of write offs and collections (4,624) (20.678)
Etfect of Foreign Exchange (265) -
Balance at the end of the year ’ 37,652 24,358

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty” in meeting its obligations associated with financial liabilities. The investment philosophy- of the
Company is capital preservation and liquidity in preference to returns. The Company consistently generates sufficient cash flows from operations and has access to
multiple sources of funding to-meet the financial obligations and maintain adequate liquidity for use.

Maturity profile of the Company’s non-derivative long term {inancial liabilities based on contractual payments is as below:

Year1 Year2 Year 3 Year 4-5 Total
(Current)
As at 31 March 2019
Borrowings ] 182 ] 199 176 - 557
Total 182 199 176 - 557

As at 31 March 2018
Borrowings - 166 182 199 176 723

Total 166 182 199 176 723
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2.23 Segment reporting

In the opinion of the management, services comprising only of bandwidth services under a license from Department of
Telecommunications, Government of India is the only business segment of the Company and the Company operates in a single
geographical segment and hence there are no reportable segments as envisaged in Ind AS notified under section 133 of the
Companies Act, 2013 read together with paragraph 7 of the Companies (Accounts) Rules. Accordingly, no disclosure for segment

reporting has been included in the financial statements.

2.24 Employee benefits

A. Defined contribution plans and state plans

The Company has calculated the various benefits provided to employees as given below:

Emplover’s contribution to Employee State Insurance
Employer's contribution to Employee Pension Scheme

During the vear the Company has recognized the following amounts in the statement of profit and loss:-

Year ended
31 March 2019 31 March 2018
Employer’s contribution to Employee’s State Insurance 135 192
Employer’s contribution to Employee’s Pension Scheme 295 404
Total 430 596
B. Defined benefitplans
a) Gratuity
b) Employer’s contribution to provident tfund
Gratuity
The following table sets out the status of the gratuity plan:
Statement of profit and loss
Year ended
31 March 2019 31 March 2018
Current service cost (380) 216
Past service cost - 119
Interest cost 175 153
Net benefit expense (205) 488
Balance sheet
Year ended
) 31 March 2019 31 March 2018
Defined benefit obligation 1374 2173
Fair value of plan assets - -
Less: Unrecognized past service cost - -
Net plan liability 1374 2,173
Current defined benefit obligation 363 72
Non-current defined benefit obligation 1011 2,101
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Changes in present value of defined benefit obligation

Year ended
31 March 2019 31 March 2018
Opening defined benefit obligations 2,173 2,122
Current service cost (380) 216
Past service cost - 119
Interest cost 175 153
Re-measurement gains/ (losses) in OCl
Actuarial changes arising from changes in demographic assumptions 36 27
Actuarial changes arising from changes in financial assumptions 39 (133)
Experience adjustments 121 (192)
Benetits paid (810) (85)
Closing defined benefit obligations 1,374 2,173
The principal assumptions used in determining gratuity for Company’s plan are shown below:
Year ended
31 March 2019 31 March 2018
Discount rate 7.5% 8.10%
Estimated rate of salary increase 7% 7%
Employee turnover 32% 31%
Expected rate of return on assets NA NA

The estimates. of future salary increases, considered in the actuarial valuation, take account of inflation, seniority, promotion and

other relevant factors, such as supply and demand in the employment market.

Discount rate and future salary escalation rate are the key actuarial assumptions to which the defined benefit obligations are
particularly sensitive. The following table summarizes the impact on defined benefit obligations. as at 31 March 2019 arising due to

increase / decrease in key actuarial assumptions by 50 basis points:

Discount rate

Salary escalation rate

Impact of increase
Impact of decrease

49)
53

53
(49)

The sensitivity analysis presented may not be representative of the actual change in the defined benefit obligations as sensitivities
have been calculated to show the movement in defined benefit obligations in isolation and assuming there are no other changes in the
market conditions. There have been no changes in the methods and assumptions used in preparing the sensitivity analysis.

The defined benefit obligations are expected to mature after 31 March 2019 as follows:-

Year ending 31 March,

Cash flows

- 2020
- 2021
- 2022
- 2023
- 2024
- Thereafter

372
20
191
121
110
5571

The weighted average duration of these cash flows is 7.52 years.
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Employer’s contribution to provident fund
The Company contributes. to HCL Comnet Systems and Services Limited and HCL Comnet Limited Employee Trust which is
maintained jointly by HCL Comnet Systems and Services Limited and HCL Comnet Limited. The disclosure of plan assets cannot be

provided as the plan assets are not attributable to its participants. The actuary has provided a valuation and based on the assumption
mentioned below there is no shortfall as at 31 March 2019,

Assumptions used in determining the present value of obligations of interest rate guarantee under the Deterministic Approach.

As at
31 March 2019 31 March 2018
Government of India bond yield 6.85% 7.70%
Remaining term of maturity 6.35 years 6.44 vears
Expected guaranteéd interest rate : 8.65% 8.55%

During the year ended 31 March 2019, the Company has contributed T 199 thousand (31 March 2018, % 287 thousand) towards
employer’s contribution to provident fund.

2.25 Related party transactions

a) Holding Company
HCL Technologics Limited

b) Related parties with whom transactions have taken place during the year

Fellow Subsidiarjes
HCL Comnet Limited

Significant influence
HCL Avitas Private Limited
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2.26 Commiftments and contingent liabilities

As at

31 March 2019 [ 31 March 2018

i) Capital and other commitments
Capital commitments

Estimated amount of contracts remaining to be executed on capital account and not provided for (net of 4,850 -

advances)

ii) Contingent liabilities - -

The Company is involved in'various lawsuits, claims and proceedings that arise in the ordinary course of business, the outcome ot which is
inherently uncertain. Certain of these matters include speculative and frivolous claims for siubstantial or indeterminate amount of damages.
The Company records a liability when it is both probable that a loss has been incurred and the amount can be reasonably-estimated. Significant
judgement is required to determine both probability and the estimated amount. The Company reviews these provisions at least quarterly and
adjust these provisions accordingly to reflect the impact of negotiations, settlements, rulings, advice of legal counsel and updated information.
The Company believe that the amount or estimated range of reasonablyA possible loss, will not, either individually or in the aggregate, have a
material adverse effect on its business, financial position, results of operations, or cash flows with respect to loss contingencies for legal and
other contingencies as of 31 March 2019,

2.27 Payment to auditors

Year ended

31 March 2019 | 31 March 2018

As auditors

Statutory audit fee, 400 400
Tax audit fee - 100 100
) 500 500

2.28 Micro and small enterprises

As per information, available with the management, the dues payable to enterprises covered under “The Micro, Small and Medium Enterprises
Development Act, 2006” are as follows:

For the year ended 31 March | For the year ended 31 March
2019 2018
Principal Interest Principal Interest

Amount due to Vendor 264 - - -
Principal amount paid beyond the appointed date - - - -
Interest under normal credit terms )

Accrued and unpaid during the year - - - -
Total interest payable . - 3

Accrued and unpaid during the year - 3 - -

This has been deteymined on the basis of responses received from vendors on specific confirmation sought by the Company.
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2.29 Corporate social responsibility

»required by the Companies Act 2013, the gross amount re quired to be spent by the Company on CSR activities is Nil (31

rch 2018, % 928 thousand) and the amount spent during the year is ¥ Nil (31 March 2018, % 928 thousand).
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