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Incependent Audrors Report

To the Members of HCL. Comnet Systems and Services Limited

Report on the Audit of the Financial Statements

We have audited the financial statements of HCL Comnet Systems and Services Limited (the "Company”)
which comprise the balance shest as at 31 March 2023, and the statement of profit and loss (including
other comprehensive income), statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting palicies
and other explanatory information.

In our opinion and to the best of our information and according to the explanations given fo us, the
aforesaid financial statements give the information required by the Companies Act, 2013 ("Act”} in the
manner so required and give a frue and fair view in conformity with the accounting principles generally
accepted in India relating to the liquidation basis of accounting, of the state of affairs of the Company as
at 31 March 2023, and its profit and other comprehensive loss, changes in equity and its cash flows for
the year ended on that date.

We conducted our audit in accordance with the Standards on Auditing {SAs) specified under
Section 143(10) of the Act. Our responsibilities under those SAs are further described in the Audffor's
Responsibilities for the Audit of the Financial Stafements 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 opinion on the financial statements.

We draw attention to Note 1 (a) to the financial statements, which explains that in view of suspension of
business during the year, the going concern assumption is not appropriate for the preparation of financial
statements of the Company as at and for the year ended 31 March 2023. Accordingly, the financial
statements of the Company have been prepared on a liquidation basis i.e. assets are measured at lower
of carrying amount and estimated net realizable values and liabilities are stated at their estimated
settlement amounts in the financial statements.

Our opinion is not modified in respect of this matter.

The Company's Management and Board of Directors are responsible for the other information. The other
information comprises the information included in the Company’s directors' report, but does not include
the financial statements and auditor's report(s) thereon,
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BSR&Co. LLP

independent Auditor’'s Report (Continued)

HCL Comnet Systems and Services Limited

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

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

The Company's Management and Board of Directors are responsible for the matters stated in Section
134(5) of the Act with respect to the preparation of these financial statements that give a frue and fair view
of the state of affairs, profit/ loss and other comprehensive income, changes in equity and cash flows of
the Company in accordance with the accounting principles generally accepted in India relating to the
liquidation basis of accounting, including the Indian Accounting Standards (Ind AS) specified under
Section 133 of the Act. This responsibility alsc includes maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding of the assets ofthe 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 design, implementation and
maintenance of adequate internal financial controls, that were operating effectively for ensuring the
accuracy and completeness of the accounting records, relevant o the preparation and presentation of the
financial statements that give a true and fair view and are free from material misstatement, whether due
to fraud or error.

In preparing the financial statements, the Management and Board of Direclurs are responsible for
assessing the Company's ability to continue as a going concern, disclosing, as applicable, matters related
to going cencern and using the going concern basis of accounting unless the Beard of Directors either
intends to liquidate the Company or to cease operations, or has no realistic alternative but to do so. In the
present case the Board of Directors has ceased the operations of the company during the year.

The Board of Directors is also responsible for overseeing the Company's financial reporting process.

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

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

* [dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obfain audit
evidence that is sufficient and appropriate to provide a basis for cur 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 with
reference to financial staterments in place and the operating effectiveness of such controls.

* Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the Management and Board of Directors.
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BSR&Co. LLP

Independent Auditor's Report (Continued)
HCL Comnet Systems and Services Limited

* Conclude on the appropriateness of the Management and Board of Directors use of the going concern
basis of accounting in preparation of financial statements and, based on the audit evidence obfained,
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 fo 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 conclusiobns
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. In the present case,
liquidation basis of accounting has been used since the Management and Board of Directors have
concluded that the use of going concemn basis is not appropriate in the facts and circumstances as
stated in Note 1 (a).

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

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

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

1. As required by the Companies (Auditor's Report} Order, 2020 (“the Order”) issued by the Cenfral
Government of India in terms of Section 143(11} of the Act, we give in the "Annexure A" a statement
on the matters specified in paragraphs 3 and 4 of the Order, to the extent applicable.

2 A. 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.

¢. The balance sheet, the statement of profit and loss (including other comprehensive income), the
statement of changes in equity and the statement of cash flows dealt with by this Report are in
agreement with the books of account.

d. In our opinion, the aforesaid financial statements comply with the Ind AS specified under Section
133 of the Act.

e. The matter described in the Emphasis of Matter paragraph above, in our opinion, may have an
adverse effect on the functioning of the Company.

. Onthe basis of the written representations received from the directors as en 31 March 2023 taken
on record by the Board of Directors, none of the directors is disqualified as on 31 March 2023
from being appointed as a director in terms of Section 164(2) of the Act.

g. With respect to the adequacy of the internal financial controls with reference to financial
statements of the Company and the operating effectiveness of such controls, refer to our separate
Report'in “Annexure B".

B. 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, in our opinion and to the best of our information and
accerding to the explanations given to us:

Page 3 of 11

%W’WI

-



BSR&Co. LLP

Independent Auditor's Report (Confinued)
HCL Comnet Systems and Services Limited

The Company has disclosed the impact of pending litigations as at 31 March 2023 on its financial
position in its financial statements - Refer Note 2.24 to the financial statements.

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

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

d (i) The management has represented that, to the best of its knowledge and belief, as disclosed in

(i

the Note 2.29 to the financial statements, no funds have been advanced or loaned or invested
(either from borrowed funds or share premium or any other sources or kind of funds) by the
Company to or in any other person(s) or entity(ies), including foreign entities (“Intermediaries"),
with the understanding, whether recorded in writing or otherwise, that the Intermediary shall
directly or indirectly lend or invest in other persons or entities identified in any manner whatsoever
by or en behalf of the Company ("Ultimate Beneficiaries”) or provide any guarantee, security or
the like on behalf of the Ultimate Beneficiaries.

The management has represented that, to the best of its knowledge and belief, as disclosed in
the Note 2.29 to the financial statements, no funds have been received by the Company from
any person(s) or entity(ies}, including foreign entities (“Funding Parties™), with the understanding,
whether recorded in writing or otherwise, that the Company shall direcfly or indirectly, lend or
invest in other persons or entities identified in any manner whatsoever by or on behalf of the
Funding Parties ("Ultimate Beneficiaries") or provide any guarantee, security or the like on hehalf
of the Ultimate Beneficiaries.

(iii} Based on the audit procedures performed that have been considered reasonable and appropriate

in the circumstances, nothing has come to our notice that has caused us to believe that the
representations under sub-clause (i) and (ii) of Rule 11(e), as provided under (i) and (ji) above,
contain any material misstatement.

The Company has neither declared nor paid any dividend during the year.

As proviso to rule 3(1) of the Companies (Accounts) Rules, 2014 is applicable for the Company
only with effect from 1 April 2023, reporting under Rule 11{g) of the Companies (Audit and
Auditors) Rules, 2014 is not applicable.

C. In our opinion and according to the information and explanations given to us, the Company is not a
public company. Accordingly, the provisions of Section 197 of the Act are not applicable to the
Company. The Ministry of Corporate Affairs has not prescribed other details under Section 187(16)
of the Act which are required to be commented upon by us.

ForBSR&Co.LLP

Chartered Accountants

Firm’'s Registration No.:101248W/MW-100022

Rakesh Dewan

Partner

Place: Gurugram Membership No.: 092212
Date: 04 July 2023 ICAI UDIN:23092212BGXMAR4572
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BSR&Co. LLP

Annexure A to the Independent Auditor’'s Report on the Financial Statemenis
of HCL Comnet Systems and Services Limited for the year ended 31 March

2023

(Referred to in paragraph 1 under ‘Report on Other Legal and Regulatory
Requirementis’ section of our report of even date)

(iy (@) (A) The Company has maintained proper records showing full particulars, including quaniitative

details and situation of Property, Plant and Equipment.

(B) The Company has maintained proper records showing full particulars of intangible assets.

0 ®

(©

(ii) (@}

{b)

(i)

(iv)

)

(vi)

(vi)) (a)

According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has a regular programme of physical verification
of its Property, Plant and Equipment by which all property, plant and equipment are verified once
in three years. The Property, Plant and Equipment were fully depreciated during the previous
year. Therefore, no physical verification was carried out during the year.

The Company does not have any immovable property (other than immovabie properties where
the Company is the lessee and the leases agreements are duly executed in favour of the
lessee). Accordingly, clause 3(i)(c) of the Order is not applicable.

According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has not revalued its Property, Plant and Equipment
or intangible assets or both during the year.

According fo the information and explanations given to us and on the basis of our examination
of the records of the Company, there are no proceedings initiated or pending against the
Company for holding any benami property under the Prohibition of Benami Property
Transactlons Act, 1988 and rules made thereunder.

The Company is a service company. Accordingly, it does not hold any physical inventories.
Accordingly, clause 3(ii){a) of the Order is not applicable.

According fo the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has not been sanctioned any working capital limits
in excess of five crore rupees in aggregate from banks and financial institutions on the basis of
security of current assets at any point of time of the year. Accordingly, clause 3(ii)(b) of the Order
is not applicable to the Company.

According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has not made any investments, provided
guarantee or security or granted any loans or advances in the nature of loans, secured or
unsecured, to companies, firms, limited liability partnerships or any other parties during the year.
Accordingly, provisions of clauses 3(fi)(a) fo 3(iii}{f) of the Order are not applicable to the
Company.

According to the information and explanations given to us and on the basis of our examination
of records of the Company, the Company has neither made any investments nor has it given
toans or provided guarantee or security and therefore the relevant provisions of Sections 185
and 186 of the Companies Act, 2013 (“the Act”) are not applicable to the Company. Accordingly,
clause 3{iv) of the Order is not applicable.

The Company has not accepted any deposits or amounts which are deemed to be deposits from
the public. Accordingly, clause 3{v) of the Order is not applicable.

According to the information and explanations given to us, the Central Government has not
prescribed the maintenance of cost records under Section 148(1) of the Act for the services
provided by it. Accordingly, clause 3(vi) of the Order is not applicable.

The Company does not have liability in respect of Service tax, Duty of excise, Sales tax and
Value added tax during the year since effective 1 July 2017, these statutory dues has been
subsumed into GST.
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BSR&Co. LLP

Annexure A to the independent Auditor's Report on the Financial Statementis
of HCL. Comnet Systems and Services Limited for the year ended 31 March
2023 (Continued)

According to the information and explanations given to us and on the basis of our examination
of the records of the Company, in our opinion amounts deducted / accrued in the bocks of
account in respect of undisputed statutory dues including Goods and Service Tax, Provident
Fund, Employees State Insurance, Income-Tax, Duty of Customs or Cess or other statutory
dues have been regularly deposited by the Gompany with the appropriate authorities.

According to the information and explanations given to us and on the basis of our examination
of the records of the Company, no undisputed amounts payable in respect of Goods and Service
Tax, Provident Fund, Employees State Insurance, Income-Tax, Duty of Customs or Cess or
other statutory dues were in arrears as at 31 March 2023 for a period of more than six meonths
from the date they became payable.

(b) According to the information and explanations given to us and on the basis of our examination
of the records of the Company, statutory dues relating to Income-Tax which have not been
deposited on account of any dispute are as follows:

Name of the Nature of Amount Period to Forum where Rema
statute the dues (Rs. Lakhs) { whichthe | dispute is pending | rk ({if
amount any)
relates
Income  Tax | Income Tax | 3.64 FY 2016-17 | Commission of
Act, 1961 Income Tax

{Appeals), Delhi

Income Tax | Income Tax | 51.32 FY 2020-21 | Commissioner  of
Act, 1961 income Tax
{Appeals), Delhi

*Amount represents amount demanded in demand orders and excludes interest and penaity as may be
applicable thereon.

(viii} According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has not surrendered or disclosed any transactions,
previously unrecorded as income in the books of account, in the tax assessments under the
Income Tax Act, 1961 as income during the year.

(ix) (@) According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company did not have any loans or borrowings from any
lender during the year. Accordingly, clause 3(ix)(a) of the Order is not applicable to the
Company.

(b)  According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has not been declared a wilful defaulter by any
bank or financial institution or government or government authority.

(c) According to the information and explanations given to us by the management, the Company
has not obfained any term loans during the year. Accordingly, clause 3(ix){c) of the Order is not
applicable.

{d) According to the information and explanations given to us and on an overall examination of the
balance sheet of the Company, we report that no funds have been raised on short-ferm basis
by the Company. Accordingly, clause 3(ix)(d) of the Order is not applicable.
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Annexure A o the Independent Auditor's Report on the Financial Statements
of HCL Comnet Systems and Services Limited for the year ended 31 March
2023 (Continued)

()

) (&

(b)

(i) (a)

(b)

()

(xi)

(xiil)

(xiv} (@)

(b}

(xv)

(xvi) (2)

(b)

(©

According to the information and explanations given to us and on an overall examination of the
financial statements of the Company, we repert that ihe Company has not taken any funds from
any entity or person on account of or o meet the obligations of its subsidiaries, associates or
joint ventures as defined under the Act.

According to the information and explanations given to us and procedures performed by us, we
report that the Company has not raised loans during the year on the pledge of securities held in
its subsidiaries, joini ventures or associate companies (as defined under the Act).

The Company has not raised any moneys by way of initial public offer or further public offer
{including debt instruments). Accordingly, clause 3(x)(a) of the Order is not applicable.

According to the information and explanations given to us and on the basis of our examination
of the records of the Company, the Company has not made any preferential allotment or private
placement of shares or fully or parily convertible debentures during the year. Accordingly, clause
3(x)(b) of the Order is not applicable.

Based on examination of the books and records of the Company and according to the
information and explanations given to us, considering the principles of materiality outfined in
Standards on Auditing, we report that no fraud by the Company or on the Company has been
noticed or reported during the course of the audit.

According to the information and explanations given to us, no report under sub-section (12) of
Section 143 of the Act has been filed by the auditors in Form ADT-4 as prescribed under Rule
13 of the Companies {Audit and Auditors) Rules, 2014 with the Central Government.

Based on the information and explanations provided to us, the Company does not have a vigil
mechanism and is not required to have a vigil mechanism as per the Act or SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015.

According to the information and explanations given to us, the Company is not a Nidhi Company.
Accordingly, clause 3(xii) of the Order is not applicable.

The Company is a private limited company and accordingly the requirements as stipulated by
the provisions of Section 177 of the Act are not applicable to the Company. In our opinion and
according to the information and explanations given to us and on the basis of our examination
of records of the Company, transactions with the related parties are in compfiance with Section
188 of the Act where applicable and details of such transactions have been disclosed in the
financial statements as required by the applicable accounting standards.

In our opinion and based on the information and explanations provided o us, the Company does
not have an Internal Audit system and is not required fo have an internal audit system as per
Section 138 of the Act.

In our opinion and based on the information and explanations provided to us, the Company does
net have an internal audit system and is not required to have an internal audit system as per
Section 138 of the Act. Accordingly, clause 3(xiv)(b) of the Order is not applicable.

In our opinion and according to the information and explanations given to us, the Company has
not entered into any non-cash transactions with its directors or persons connected to its directors
and hence, provisions of Section 192 of the Act are not applicable to the Company.

The Company is not required to be registered under Section 45-1A of the Reserve Bank of India
Act, 1934. Accordingly, clause 3(xvi}(a) of the Order is not applicable.

The Company is not required to be registered under Section 45-1A of the Reserve Bark of India
Act, 1934. Accordingly, clause 3(xvi}(b) of the Order is not applicable.

The Company is not a Care Investment Company (CIC) as defined in the regulations made by
the Reserve Bank of India. Accordingly, clause 3(xvi)(c) of the Order is not applicable.
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BSR&Co. LLP

Annexure A to the Independent Auditor’'s Report on the Financial Statements
of HCL Comnet Sysfems and Services Limited for the year ended 31 March
2023 (Continued)

G)

{xvii)

{xviii)

{xix)

()

The Company is not part of any group (as per the provisions of the Core Investment Companies
(Reserve Bank) Directions, 2016 as amended). Accordingly, the requirements of clause
3{xvi}(d) are not applicable.

The Company has not incurred cash losses in the current and in the immediately preceding
financiai year. : :

There has been no resignation of the statutory auditors during the year. Accordingly, clause
3(xvii) of the Order is not applicable.

According to the information and explanations given to us and on the basis of the financial ratios,
ageing and expected dates of realisation of financial assets and payment of financial liabilities,
other information accompanying the financial statements, our knowledge of the Board of
Directors and management plans and based on our examination of the evidence supporting the
assumptions, nothing has come to our attention, which causes us to believe that any material
uncertainty exists as on the date of the audit report that the Company is not capable of meeting
its liabilities existing at the date of balance sheet as and when they fall due within a period of
one year from the balance sheet date. We, however, state that this is not an assurance as o
the future viability of the Company. We further state that our reporting is based on the facts up
o the date of the audit report and we neither give any guarantee nor any assurance that all
liabilities fzlling due within a period of one year from the balance sheet date, will get discharged
by the Company as and when they fail due.

The requirements as stipulated by the provisions of Section 135 are not applicable to the
Company. Acoordingly, clauses 3(xx)(a} and 3(x)(b) of the Order are not opplicable.

ForBSR & Co.LLP
Chartered Accountants
Firm’'s Registration No.:101248W/W-100022

L
Ral@an

Partner

Place: Gurugram Membership No.: 092212
Date: 04 July 2023 ICAI UDIN:23092212BGXMAR4572
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BSR&Co. LLP

Annexure B to the Independent Auditor’s Report on the financial statemenis
of HCL Comnet Systems and Services Limited for the year ended 31 March
2023

Report on the internal financial controls with reference to the aforesaid financial
statemenis under Clause (i) of Sub-section 3 of Section 143 of the Act

(Referred to in paragraph 2{(A)}{f) under ‘Report on Other Legal and Reguiatory
Requirements’ section of our repori of even date)

~

We have audited the internal financial controls with reference to financial statements of HCL Comnet
Systems and Services Limited ("the Company”) as of 31 March 2023 in conjunction with our audit of the
financial statements of the Company for the year ended on that date.

In our opinion, the Company has, in all material respects, adequate internal financial controls with
reference to financial statements and such internal financial controls were operating effectively as at 31
March 2023, based on the internal financial controls with reference to financial statements 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 {the “Guidance Note”).

The Company's Management and the Board of Directors are responsible for establishing and maintaining
tnternal financial controls based on the Internal financial controls with reference to financlal statements
criteria established by the Company considering the essential components of internal control stated in the
Guidance Note. These responsibilifies include the design, implementation and maintenance of adequafe
internal financial controls that were operating effectively for ensuring the orderly and efficient conduct of
its business, including adherence to company's policies, the safeguarding of its assets, the prevention
and detection of frauds and errors, the accuracy and completeness of the accounting records, and the
timely preparation of reliable financial information, as required under the Act.

Qur responsibility is to express an opinion on the Company’s internal financial controls with reference to
financial statements based on our audit. We conducted our audit in accordance with the Guidance Note
and the Standards on Auditing, prescribed under Section 143(10) of the Act, to the extent applicable fo
an audit of internal financial controls with reference to financial statements. 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 with reference to financial
statements were established and maintained and if such controls operated effectively in all material
respects.

QOur audit involves performing procedures to obtain audit evidence about the adequacy of the internal
financial controls with reference o financial statements and their operating effectiveness. Our audit of
internal financial confrols with reference to financial statements included obtaining an understanding of
internal financial controls with reference to 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 Company’s internat financial controls with reference to financial statements.

A company's internal financial controls with reference to financial statements is a process designed fo
Page 10 of 11



BSR&Co. LLP

Armexure B {o the Independent Auditcr's Report on the financial statements
of HCL Comnet Systems and Services Limited for the year ended 31 March
2023 (Continued)

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 controls with reference to financial statements include those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detall, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (2) provide reascnable 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.

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

ForBS R & Co. LLP
Chartered Accountants
Firm’s Registration No.:101248WMAW-100022

b

Rakesh Dewan

Partner
Place: Gurugram Membership No.: 092212
Date: 04 July 2023 ICAI UDIN:23092212BGXMAR4572
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HCL Comnet Systems and Services Limited
Balance Sheet
(All amounts in thousands of 2, except share data and as stated otherwise)

1. ASSETS

(1) Non-current assets
(a) Property, plant and equipment
(b) Other intangible assets
Total non-current assets

(2) Current assets
(a) Financial Assets
(i) Investments
(ii) Trade receivables
Billed
Unbilled
(iii) Cash and cash equivalents and other bank balances
(iv) Others
(b) Current tax assets (net)
(c) Other current assets

Total current assets
TOTAL ASSETS

II. EQUITY
(a) Equity share capital
(b) Other equity
TOTAL EQUITY

III. LTABILITIES

(1) Current liabilities
(a) Financial Liabilities
(i) Trade payables
1. Dues of micro enterprises and small enterprises
2. Dues of creditors other than micro enterprises and small enterprises
Unbilled and accruals
(ii) Others
(b) Provisions
(c) Other current liabilities
Total current liabilities

TOTAL LIABILITIES

TOTAL EQUITY AND LIABILITIES

Summary of significant accounting policies

Note No.

21
22

2.3

24
24
25
2.6

27

28

227
210
210
211
29
212

Asat
31 March 2023

Asat
31 March 2022

138,365 69,175
2,945 35,278

5 15,779

2,237 2,607
469 >
151,983 154,202
5,739 21,659
301,738 298,700
301,738 298,700
12,800 12,800
22,872 17,445
35,672 30,245
g 3

687 6,044
14,355 7,944
2 3,118
247,980 249,205
3,044 2,141
266,066 268,455
266,066 268,455
301,738 298,700

The accompanying notes are an integral part of the financial statements
As per our report of even date attached

For BSR & Co. LLP
Firm's Registration No.: 101248W/W-100022
Chartered Accountants

\ww

Rakesh Dewan
Partner
Membership Number: 092212

Place: Gurugram, India
Date: 04 July 2023

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

s

Atul Kumar Jain

Director

DIN - 03016822

Place: Noida (UP), India

Date: 04 July 2023

-

Goutam ngta
Director
DIN - 08599656
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HCL Comnet Systems and Services Limited
Statement of Profit and Loss
(All amounts in thousands of %, except share data and as stated otherwise)

Note
No.
Revenue
Revenue from operations 213
Other income 214
Total income
Expenses
Employee benefits expense . 215
Qutsourcing costs
Finance costs 2.16
Depreciation and amortization expense 21&22

License and transponder fees
Other expenses 217
Total expenses

Profit before tax

Tax expense

Deferred tax (credit)

Total tax expense 218

Profit for the year
Other comprehensive income/(loss)
i) Items that will not be reclassified to statement of profit and loss
ii) Income tax on items that will not be reclassified to statement of
profit and loss
Total other comprehensive income/(loss)
Total comprehensive income for the year
Earnings per equity share of 10,000 each 219
Basic (in3¥)
Diluted (in %)

Summary of significant accounting policies 1

Year ended Year ended

31 March 2023 31 March 2022
4,739 148,076
41,515 12,367
46,254 160,443
630 14,722
99 119
267 76
- 17,208
7,049 77,533
32,193 36,420
40,238 146,078
6,016 14,365
153 (66)
153 (66)
5,863 14,431
(589) 254
153 (66)
(436) 188
5,427 14,619
4,580 11,274
4,580 11,274

The accompanying notes are an integral part of the financial statements

As per our report of even date attached

For BS R & Co. LLP
Firm's Registration No.: 101248W/W-100022
Chartered Accountants

VW‘”‘
Rake

Partner
Membership Number: 092212

Dewan
Director

Place: Gurugram, India
Date: 04 July 2023

DIN - 03016822

Place: Noida (UP), India
Date: 04 July 2023

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

Atul Kumar Jain gout !th Rungta

Directo
DIN - 08599656



HCL Comnet Systems and Services Limited
Statement of Changes in Equity

(All amounts in thousands of %, except share data and as stated otherwise)

Equity share capital Other equity
Reserves and Surplus
Number of Share Capital Total other Total Equity
. Retained . .
Shares capital g redemption equity
earnings
reserve
Balance as at 1 April 2021 1,280 12,800 (77,174) 80,000 2,826 15,626
Profit for the year 4 - 14,431 - 14,431 14,431
Other comprehensive income - - 188 - 188 188
Total comprehensive income for the year - - 14,619 - 14,619 14,619|
Balance as at 31 March 2022 1,280 12,800 (62,555) 80,000 17,445 30,245
Profit for the year - - 5,863 - 5,863 5,863
Other comprehensive loss - - (436) - (436) (436)
Total comprehensive income for the year - - 5,427 - 5,427 5,427
Balance as at 31 March 2023 1,280 12,800 (57,128) 80,000 22,872 35,672

Nature & purpose of reserves

Capital redemption reserve:- The company recognizes cancellation of the company’s own equity instruments to capital redemption reserve.

Refer note 1 for summary of significant accounting policies

The accompanying notes are an integral part of financial statements

As per our report of even date attached

For B SR & Co, LLP
Firm's Registration No.: 101248W/W-100022
Chartered Accountants

Voo

Rakesh Dewan
Partner
Membership Number: 092212

Place: Gurugram, India
Date: 04 July 2023

tul Kumar Jain
Director
DIN - 03016822

Place: Noida (UP), India
Date: 04 July 2023

For and on behalf of tlﬁ Board of Directors
of HCL Comnet Svstemend Services Limited

Gou ungta
Director
DIN - 08599656




HCL Comnet Systems and Services Limited
Statement of Cash flows
(All amounts in thousands of Z, except share data and as stated otherwise)

Year ended Year ended
31 March 2023 31 March 2022

A, Cash flows from operating activities
Profit/ (Loss) before tax 6,016 14,365
Adjustment for:
Depreciation and amortization expense 17,208
Profit on sale of property, plant and equipment (net) (113) (112
Income on current investments carried at fair value through profit and loss - : (6,271) (1,516)
Interest on income tax refund (637) (9,828)
Interest expenses = 12
Provisions no longer required written back (net) (18,260) (10)
Provision for doubtful debts/ bad debts written off 27,029 8,419
Other non cash income (8,823) 5

(1,059) 28,538
Net change in
Trade receivables 29,906 (22,579)
Other financial assets and other assets 36,712 (8,850)
Trade payables (5,360) 3,043
Provisions, other financial liabilities and other liabilities 2,381 (13,505)
Cash from/(used in) operations 59,580 (13,353)
Income taxes paid (net of refunds) 2,856 30,562
Net cash flow from operating activities (A) 62,436 17,209
B. Cash flows from investing activities
Purchase of investments in securities (96,893) (174,990)
Proceeds from sale of investments in securities 33,976 157,821
Proceeds from sale of property, plant and equipment 113 112
Net cash used in investing activities (B) (62,806) (17,057)
C. Cash flows from financing activities
Repayment of long term borrowings - (176)
Interest paid - (12)
Net cash flow used in financing activities (C) - (188)
Net increase (decrease) in cash and cash equivalents and other bank balances (A+B+C) (370) (36)
Cash and cash equivalents and other bank balances at the beginning of the year 2,607 2,643
Cash and cash equivalents and other bank balances at the end of the year as per Note 2.5 2,237 2,607

Summary of significant accounting policies ( Note 1)

The accompanying notes are an integral part of financial statements
As per our report of even date attached

For BSR & Co. LLP
Firm's Registration No.: 101248W/W-100022
Chartered Accountants

Rakesh Dewan
Partner
Membership Number: 092212

HCL Comnet Syst

=N

Atul Kumar Jain
Director
DIN - 03016822

Place: Gurugram, India
Date: 04 July 2023

Place: Noida (UP), India
Date: 04 July 2023

For and on behalf of the Board of Directors of
s and Services Limited

G&@%mgta

Director
DIN - 08599656



HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(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
bandwidth 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 financial statements for the period ended 31 March 2023 were approved and authorized for issue by the Board of Directors
on 04 July 2023.

1. Summary of significant accounting policies

a) Basis of preparation

The financial statements of the company have been prepared in accordance with Indian Accounting Standards (Ind AS)
prescribed under section 133 of the Companies Act, 2013 read with the Companies (Indian Accounting Standards) Rules as
amended from time to time and presentation requirements of Schedule III (Division II) to the Companies Act, 2013, as applicable
to the financial statements.

During the year, the Company has suspended its business operations. Accordingly, the management of the Company believes
that there is a significant doubt on the entity’s ability to continue as going concern. Accordingly, the financial statements of the
Company have been prepared on the basis that the fundamental accounting assumption of going concern is no longer
appropriate. Accordingly, the financial statements of the Company have been prepared on a liquidation basis i.e. assets are
measured at lower of carrying amount and estimated net realizable values and liabilities are stated at their estimated settlement
amounts in the financial statements.

Preparation of financial statements on a basis other than going concern invelves the company making estimates and
assumptions that affect the reported amounts of assets and liabilities. Estimation is based on historical experience and other
factors including expectations of future events that are believed to be reasonable under the circumstances and are continually re-
valuated. Where appropriate, adjustment had been made to reduce the carrying value of asset to their estimated realizable value,
to provide for any further liabilities which would arise, and classify long term liabilities and assets as current liabilities and
assets.

The accounting policies adopted in the preparation of these financial statements are consistent with those of the previous year
except where a newly issued accounting standard is initially adopted or a revision to an existing accounting standard requires a
change in the accounting policy.

All assets and labilities have been classified as current and non-current as per the company’s normal operating cycle of 12
months. The statement of cash flows has been prepared under indirect method.

The Company uses the Indian Rupee ("'} as its reporting currency.
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 allowance for uncollectible accounts
receivables, 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.

¢} Foreign currency and translation E
_.-—'-‘
The financial staterents of the Company are presented in Indian Rupee (%) which is also the Company’s functional 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



HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of Z, except share data and as stated otherwise)

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
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/(loss) 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.

d) 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 fransfer 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 unabservable. 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.
c) 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.

e) 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.

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 year during which such expenses are incurred.

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

A



HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
{All amounts in thousands of ¥, except share data and as stated otherwise)

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 vears)
Plant and equipment {including air conditioners, 3-10
electrical installations)
Office equipment 3-5
Computers 3-5
Fumniture 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.

f) Intangible assets

Intangible assets acquired separately are measured on initial recognition at cost. 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 the amortization method for an intangible asset with a finite
useful life are reviewed at least at the end of each reporting year. 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.

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

Asset description Asset life {in vears}
Software 3

g) 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 impairment 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 recognized under the head “Depreciation and amortization expense” 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. Q}

[



HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of ¥, except share data and as stated otherwise)

h) 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.

i. Finaneial 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. However; trade receivables
that do not contain a significant financing component are measured at transaction price.

Cash and cash equivalents and other bank balances
Cash and cash equivalents in the balance sheet comprise cash in bank which are subject to an insignificant risk of changes in
value.

Finaitcial instruments at amortized cost

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

a) The asset is held within a business model whose cbjective 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 paymenis of principal and
interest (SPPI) on the principal amount outstanding,

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,
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 OCI. On derecognition of the asset, cumulative gain or loss previously recognized in OCI 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.

Linpairment 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.

—_— g
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Notes to financial statements for the year ended 31 March 2023
{All amounts in thousands of ¥, except share data and as stated otherwise)

ii. Financial Habilities

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

The Company’s financial liabilities include trade payables and other payables.

Financial liabilities at amortized cost

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.
i} Revenue recognition

Revenue is recognized when, or as, control of a promised service transfers to a customer, in an amount that reflects the
consideration to which the Company expects to be entitled in exchange for transferring those 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) deternune the transaction price, (4) allocate the transaction price to the performance obligations m the contract,
and (5) 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 invoice 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,

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.

j) 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 and fellow subsidiary of 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 shorifall 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 instruments of government-owned corporations and other eligible market

securities. (R)

Arammi—r—
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Notes to financial statements for the year ended 31 March 2023
(ALl amounts in thousands of ¥, except share data and as stated otherwise)

il. Gratuity liability: The Company provides for gratuity, a defined benefits plan (the “Gratuity Plan”) covering elgible
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
retained earnings through other comprehensive income in the year in which they occur.

iii. 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 entiflement 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 cccur. Actuarial gains/losses are immediately taken to the statement of profit and loss and are not deferred.

iv. State Plans: The contribution to State Plans, a defined contribution plan namely Employee State Insurance Fund is charged to
the statement of profit and loss as and when employees render related services.

k) Income taxes

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
uncerlaii incoine tax positions.

Deferred 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 tax assets and liabilities are measured using tax 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 Habilities is recognized as income or expense in the period
that includes the enactment or the substantive enactment date. A deferred 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.

I} 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 ata
later date. Dilutive potential equity shares are determined independently for each year presented.

The number of shares and potentially dilutive equity shares are adjusted retrospectively for all periods presented for bonus
shares.

m) Provisions and contingent liabilities Q

r————
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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.

The company uses significant judgement to disclose contingent liabilities. Contingent liabilities are disclosed when there is a
possible obligation arising from past events, the existence of which will be confirmed only by the occurrence or non-occurrence
of one or more uncertain future events not wholly within the control of the company or a present cbligation that arises from past
events where it is either not probable that an outflow of resources will be required to settle the obligation or a reliable estimate of
the amount carmot be made. Contingent assets are neither recognized nor disclosed in the financial statemenits.

n) Nature and purpose of reserves
Remeasurement of defined benefit plans

The Company recognizes actuarial gains/losses on defined benefit plans in the balance sheet with a corresponding debit or
credit to other comprehensive income in the period in which they occur.

0) Adoption of new accounting principles

Onerous Contracts - Cost of Fulfilling a Contract (Amendment to Ind AS 37- Provisions, Contingent Liabilities and
Contingent Assets)

The amendment clarified that the ‘costs of fulfilling a contract’ comprise both the incremental costs and allocation of other direct
costs. The company has adopted this amendment effective 1 April 2022 and the adoption did not have any material impact on its
financial statements.

P) Recently issued accounting pronouncements

On 31 March 2023, the Ministry of Corporate Affairs (MCA), notified Companies (Indian Accounting Standards) Amendment
Rules, 2023 effective from 1 April 2023, Following is key amended provision which may have an impact on the financial
statements of the company:

Disclosure of accounting policies (amendments to Ind AS 1 - Presentation of Financial Statements)

The amendments intend to assist in deciding which accounting policies to disclose in the financial statements. The amendments
to Ind AS 1 require entities to disclose their material accounting policies rather than their significant accounting policies. The
amendments provide guidance on how to apply the concept of materiality to accounting policy disclosures. The company does
not expect this amendment to have any significant impact in its financial statements.

Definition of accounting estimate (amendments to Ind AS 8 - Accounting Policies, Changes in Accounting Estimates and
Errors)

The amendments distinguish between accounting policies and accounting estimates. The definition of a change in accounting
estimates has been replaced with a definition of accounting estimates. Under the new definition, accounting estimates are
“monetary amounts in financial statements that are subject to measurement uncertainty”. Entities develop accounting estimates
if accounting policies require items in financial statements to be measured in a way that invelves measurement uncertainty, The
company does not expect this amendment to have any significant impact in its financial statements.

Deferred tax related to assets and liabilities arising from a single transaction (amendments to Ind AS 12 - Income Taxes)

The amendments specify how to account for deferred tax on transactions such as leases. The amendments clarify that lease
transactions give rise to equal and offsetting temporary differences and financial statements should reflect the future tax impacts
of these transactions through recognizing deferred tax. The company is evaluating the impact, if any, in its financial statements.

Q
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HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of ¥, except share data and as stated otherwise}

2.2 Other intangible assets

The changes in the caxrrying value for the year ended 31 March 2023

Software
Gross block as at 1 April 2022 1,302
Additions -
Disposals 1,302
Gross block as at 31 March 2023 -
Accumulated depreciation as at 1 April 2022 1,302
Ammortization -
Disposals 1,302
Accumulated depreciation as at 31 March 2023 -
Net block as at 31 March 2023 -
The changes in the carrying value for the year ended 31 March 2022
Software
Gross block as at 1 April 2021 1,396
Additions -
Disposals 94
Gross block as at 31 March 2022 1,302
Accumulated depreciation as at 1 April 2021 1,396
Amortization -
Disposals . 94
Accumulated depreciation as at 31 March 2022 1,302
Net block as at 31 March 2022 -
Net block as at 1 April 2021 -
2.3 Investments
Asat
31 March 2023 31 March 2022
Financial assets
Current
Unguoted investments
Carried at fair value through profit and loss
Investment in mutual funds 138,365 69,175
138,365 69,175

\




HCL Comnet Systems and Services Limited
Notes fo financial sfalements for the year ended 31 March 2023
(All amounts in thousands of 3, except share data and as stated otherwise)

2.4 Trade receivables

Asg at
31 March 2023 i 31 March 2022
Billed
Unsecured, considered good 5,038 54,965
Trade receivable which have significant increase in credit risk 91,495 52,686,
Trade receivable-cradit impaired - 2,847
96,533 110,498
Impairment allowance for bad and doubtful debss (93,588} (75,220}
2,945 35,278
Unbilled receivables-related parties{refer note 2.23} - 15,779
2,945 51,057
Nate:-
1. Includes receivables from related parties amounting to T 21 thousand (31 March 2022 18,628 thousand).
Quistanding as at 31 March 2023
from the due date of payment
Trade receivables - current Not Due Mors
Less than | 6 months 1-2 2-3
than 3 Total
6 months -1year years years years
Undisputed - considered goed - 10 1,438 14,589 3,641 28,788 48,466
Undisputed - credit impaired - - - - 3,180 44,887 48,067
- 10 1,438 14,589 6,821 73,675 96,533
Impairment allowance for bad and doubtful debts {93,588)
2,945
Unbilted receivables-related parties(refer note 2.23) -
2,945
Quistanding as at 31 March 2022
from the due dale of payment
Trade receivables - current Not Due Lessthan | & months 12 23 More
than 3 Tofal
6 months -1 year years years
years
Undisputed - considered good - 50,702 5%5 3,651 [) 58 55,005
Undisputed - eredil ienpaired - 3,261 8,475 10,890 52,646
Disputed - ¢redit impaired - - - - - 2,847 2,847
- 50,702 585 6,932 8,474 43,795 110,498
Impairment allowance for bad and doubtful debts (75,220)
35,278
Unbiiled receivables-related parties(refer note 2.23) 15,779
51,057
2.5 Cash and cash equivalents and other bank balances
As at
31 March 2023 31 March 2022
Cash and cash equivalents
Balance with banks 2,237 2,607
2,237 2,607
2.6 Other financial assets
As atf
31 March 2023 31 March 2022
Carried at amortized cost
Other recejvables-related parties(refer note 2.23) 469 .
469 -
2.7 Othser current assels
As at
31 March 2023 31 March 2022
Unsecured , considered good
Advances other than capital advances
Advances to suppliers 4,147 4,180,
Others
Prepaid expenses - 253
Goods and service tax receivable 1,337 -
Other receivables-related parties(refer note 2.23) - 17,207
Other receivables 236 -
Other advances 19 19
5,739 21,659
Unsecured , considered doubtful
QOthers
Goods and service tax receivable - 4,812
Less: Provision for other current assets | 4,812
5,739 21,659




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of 3, except share data and as stated otherwise)

2.8 Share capital

As at

31 March 2023 31 March 2022
Authorized
20,000 (31 March 2022, 20,000) equity shares of ¥ 10,000 each ) 200,000 200,000
5,500,000 (31 March 2022, 5,500,000) redeemable preference 550,000 550,000
shares of X100 each
Issued, subscribed and fully paid up
1,280 (31 March 2022, 1,280} equity shares T 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 liquidation of the Company, the holders of equity shares will be entitled to receive the remaining assets of the
Company, after distribution of all preferenttal 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 year

As at
31 March 2023 31 March 2022
No. of Tin Nao. of Tin
shares | Thousands | shares | Thousands
Numiber 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
Out of equity shares issued by the Company, shares held by its holding company are as below:-
As at
31 March 2023 31 March 2022

No. of % holding No. of % holding
shares in the class shares in the class

HCL Technologies Limited
Equity shares of ¥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 2023 31 March 2022
No, of % holding No. of % helding
shares in the class shares in the class

Name of the shareholder

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 beneficial interest, the above shareholding represents both legal and beneficial ownership of shares.

There were no bonus shares issued, no shares issued for consideration other than cash and no shares bought back during the year (31

March 2022 Nil). %/



HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023

(All amounts in thousands of ¥, except share data and as stated otherwise)

Capital management

The primary objective of Company's ca‘lpital 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 and borrowing from related party,

2.9 Provisions

As at

31 March 2023 31 March 2022
Provision for employee benefits
Provision for gratuity (refer note 2,22) - 870
Provision for leave benefits - 355
Provision 247,980 247,980
247,980 249,205
2,10 Trade payables
As at
31 March 2023 31 March 2022
Trade payables (refer note 2.27) - 3,790
Trade payables-refated parties {refer note 2.23} 687 2,257
687 6,047
Unbilled and accruals 14,355 7,020
Unbilled and accruals-related parties (refer note 2.23} - 924
14,355 7,944
Qutstanding as at 31 March 2023
from the due date of payment
Particulars Notf Due More
Less than 1 year 12 23 than 3 Total
years years
years
(1) MSME - - - - -
{ii) Others - 283 282 - 122 687
’ - 283 282 - 122 687
Unbilled and accruals 14,355
15,042
Outstanding as at 31 March 2022
from the due date of payment
Particulars Not Due Moare
Less than 1 year 1-2 28 than 3 Total
years years
years
(i) MSME - - 3 - - 3
(i) Others 2,632 2,429 810 3 170 6,044
2,632 2,429 813 3 170 6,047
Unbilled and accruals 7,944
13,991




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of %, except share data and as stated otherwise)

2.11 Other financial liabilities

As at
31 March 2023 31 March 2022
Current
Carried at amortized cost
Accrued salaries and benefits
Employee bonuses accrued - 1,021
Other employee costs - 1,603
Others
Other payable - 494
- 3,118
212 Other current liabilities
As at
31 March 2023 31 March 2022
Other Advances
Advances received from customers 3,034 956
Others
Goods and services tax payable - 353
Withholding tax payable 10 832
3,044 2,141
2.13 Revenue from operations
Year ended
31 March 2023 31 March 2022
Sale of services
Bandwidth and other services 4,739 148,076
4,739 148,076

Disaggregate Revenue Information

The disaggregated revenue from customers by geographic area based on location of the customer is as follows:

Year ended Year ended
31 March 2023 31 March 2022
Geography wise
India 4,739 148,076
4,739 148,076

Remaining performance obligations

Remaining performance cbligations are subject to variability due to several factors such as terminations, changes in scope of
contracts, periodic revalidations of the estimates, economic factors (changes in currency rates, tax laws etc).
As at 31 March 2023, the aggregate amount of transaction price allocated to remaining performance obligations as per the
requirements of Ind AS 115 was ¥ Nil (31 March 2022, ¥ 64,052 thousand) out of which, approximately Nil (31 March 2022, 100%) is
expected to be recognized as revenues within one year.These amounts are not adjusted for variable consideration allocated to
remaining performance obligation, which are not probable. These amounts also exclude contracts for which we recognize revenues
based on the right to invoice for services performed and contracts where consideration in the form of a sales-based or usage-based

royalty promised in exchange for a license of intellectual property.

L




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
{All amounts in thousands of ¥, except share data and as stated otherwise)

2.13 Revenue from operations(continued}

Contract balances

Contract assets : A contract asset is a right to consideration that is conditional upon factors cther than the passage of time.
Contract assets are recognized where there is excess of revenue over the billings. Revenue recognized but not billed fo
customers is classified either as contract assets or unbilled receivable in the balance sheet. Contract assets primarily relate o
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 31 March 2023 (31 March 2022, Nil).

Contract liablities : A contract liability arises when there is excess billing over the revenue recognized. The company does not

have any contract liability as on 31 March 2023 (31 March 2022, Nil).

Deferred contract cost : Deferred contract cost represents the contract fulfilment cost and cost for obtaining the confract.The
company does not have any deferred contract cost as on 31 March 2023 (31 March 2022, Nil).

Reconciliation of revenue recognised with the contracted price is as follows:

Year ended

31 March 2023

31 Maxch 2022

Contracted price 6,141 151,384
(Reduction)/Reversal towards variable consideration components (1,402) (3,308)
Balance as at 31 March 2023 4,739 148,076

Note: A single customer represents 10% or more of the Company’s total revenue for the year ended 31 March 2023 and 2022.

2.14 Other income

Year ended
31 March 2023 31 March 2022

Income on investments carried at fair value through profit and loss
Unrealized gains on fair value changes on mutual funds 5,709 391
Profit on sale of mutual funds 562 1,126
Profit on sale of property, plant and equipment 113 112
Exchange differences (net) 192 -
Provisions no longer required written back (net) 18,260 10
Interest on income tax refund 637 9,828
Miscellaneous income 16,042 900
41,515 12,367




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023

(All amounts in thousands of %, except share data and as stated otherwise)

2.15 Employee benefits expense

Year ended
31 March 2023 31 March 2022
Salaries, wages and bonus 603 14,151
Contribution to provident fund and other employee funds 26 484
Staff welfare expenses 1 87,
630 14,722
2.16 Finance cost
Year ended
31 Ivarch 2023 31 March 2022
Interest
on loan from bank - 12
Bank charges 267, 64
267 76
2,17 Other expenses
Year ended
31 March 2023 31 March 2022
Rent 109 1,391
Power and fuel 271 11,394
Comimunication costs 4 188
Travel and conveyance B 602
Legal and professional charges 2,591 2,256
Rates and taxes 2,125 11,593
Provision for doublful debts/ bad debts wrilten of{ 27,029 8419
Miscellaneous expenses 64 577
32,193 36,420
218 Income taxes
Year ended
31 March 2023 31 March 2022
Income tax charged to statement of profit and loss
Deferred tax charge {credit) 153 (66)
153 (66)
Income tax charged to other comprehensive income
Expense(Income) on re-measurements of defined benefit plans (153) 66
(153) 66

2



HCL Comnet Systems and Services Limited

Notes to financial statements for the year ended 31 March 2023

(All amounts in thousands of ¥, except share data and as stated otherwise)

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 2023 31 March 2022
Profit/ (Loss) before income fax 6,016 14,365
Statutory tax rate in India 26.00% 26.00%
Expecl:ed tax expense 1,564 3,735
Other permanent differences 412 724
Unrecognised tax benefit 258 4,259
Deferred tax not created on utililisation of tax losses {2,081) (8,784)
Total taxes (income) 153 {66}
Effective income tax rate 2.54% -0.46%
Components of deferred tax assets and labilities as on 31 March 2023
. . Recognised in
Opening balance Recol gnized in reclasgir;ied fro; Closing balance
profit and loss ocI
Deferred tax assets
Business losses 275 1,331 - 1,606
Gross deferred tax assets (A) 275 1,331 - 1,606
Deferred tax liabilities
Others 275 1,484 {153) 1,606
Gross deferred tax liabilities (B) 275 1,484 (153} 1,606
Nel defetied tax assets (A-D) - (153) 153 -
Components of deferred tax assets and liabilities as on 31 March 2022
. . Recognised in
Opening balance | Joco8nized in reclassified fmr/n Closing balance
profit and loss ocl

Deferred tax assets
Business losses 107 168 - 275
Gross deferred tax assets {A) 107 168 - 275
Deferred tax liabilities
Others 107 102 66 275
Gross deferred tax liabilities (B) 107 102 66 275
Net deferred tax assets (A-B) - 66 (66} -

Deferred tax assets {net) primarily related to carried forward losses and other temporary differences amounting to X 102,396 thousand (31
March 2022, 104,219 thousand) was not recognized as per applicable accounting standards. These tax losses amounting to 12,674 thousand
and ¥ 13,692 thousand can be carried forward till March 2028 and March 2029 respectively.

Y




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of ¥, except share data and as stated otherwise)

2.18 Earnings per share

Year ended
31 March 2023 31 March 2022
Profit for the year attributable to shareholders of the Company 5,863 14,431
Weighted average number of shares outstanding in calculating basic EPS 1,280 1,280
Weighted average number of shares outstanding in calculating diluted EPS 1,280 1,280
Nominal value of equity shares (in %) 10,000 10,000
Earnings per equity share (in %)
- Basic 4,580 11,274
- Diluted 4,580 11,274
2.20 Financial instruments
(a) Financial assets and liabilities
The carrying value of financial instruments by categories as at 31 March 2023 is as follows:
Fair value Amortized Total
through cost carrying
profit and loss value
Financial assets
Investments 138,365 - 138,365
Trade receivables (including unbilled) - 2,945 2,945
Cash and cash equivalents and other bank balances - 2,237 2,237
Others ({refer note 2.6} - 469 -
Total 138,365 5,651 143,547
Financial Habilities
Trade payables (including unbilled and accruals) - 15,042 15,042
Total - 15,042 15,042
The carrying value of financial instruments by categories as at 31 March 2022 is as follows:
Fair value Amortized Total
through cost carrying
profit and loss value
Financial assets
Investments 69,175 - 69,175
Trade receivables (including unbilled) - 51,057 51,057
Cash and cash equivalents and other bank balances - 2,607 2,607
Total 69,175 53,664 122,839
Financial Habilities
Borrowings - - -
Trade payables (including unbilled and accruals) - 13,992 13,992
Others (refer note 2.11} - 3,118 3,118
Total ' - 17,110 17,110

\




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of %, except share data and as stated otherwise)

Fair value hierarchy

The assets and liabilities measured at fair value on a recurring basis as at 31 March 2023 and the basis for that measurement is as
below:

Fair value Level Linputs | Level 2 inputs | Level 3 inputs

Assets
Investments carried at fair value through profit and loss 138,365 138,365 - -

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

The following table discloses the assets and labilities measured at fair value on a recurring basis as at 31 March 2022 and the basis
for that measurement:

Fair value Level 1 inputs | Level 2 inpuis Level 3 inputs

Assets
Investments carried at fair value through profit and loss 69,175 69,175 - -

There have been no transfers between Level 1 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 mufual 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.

The Company assessed that fair value of cash and cash equivalets and other bank balances, trade receivables, trade payables and
other current liabilities approximate their carrying amounts largely due to the short-term maturities of these instruments.

|




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023

(All amounts in thousands of ¥, except share data and as stated otherwise)
(b} Financial risk management

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

Credit risk . : .

Financial instruments that potfentially subject the Company to concentration of credit risk consist principally of cash and bank
balances, trade receivables and mutual funds. 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
India. The Company periodicaily assesses the financial reliability of customers, taking into account the financial condition,
current economic trends, analysis of historical bad debts, ageing of trade receivables and unbilled receivables. A single customer
accounted for more than 10% of trade receivables and unbilled receivables.

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

As at
) 31 March 2023 | 31 March 2022
Balance at the beginning of the year 75,220 66,801
Additional provision during the year 29,777 12,844
Deductions on account of write offs and collections (11,409 (4,425)
Balance at the end of the year 93,588 75,220

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its cbligations 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.

/




HCL Comnet Systems and Services Limited

Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of 3, except share data and as stated otherwise)

2.21 Segment reporting

Operating segments are defined as components of an enterprise for which discrete financial information is available and their results are
reviewed regularly by the chief operating decision maker (CODM], for allocation of resources and assessing performance. The Company is
providing bandwidth services under a license from the Department of Telecommunications ("DOT"), Government of India. As per the
management of the Company, it evaluates the performance of the Company as one business segment operating in a single geography .
Hence there is only one reportable segment of the Company, as envisaged under Indian Accounting Standards -108 “Operating segments
notified under section 133 of the Companies Act, 2013. Accordingly, no disclosure for segment reporting has been included in the financial

statements.

2.22 Employee benefits
A, Defined contribution plans and state plans

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

1. Employer’s contribution to Employee Pension Scheme

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

Year ended
31 March 2023 31 March 2022
Employer’s contribution to Employee’s Pension Scheme 11 135
Total 11 135
B. Defined benefit plans
a} Gratuity
b) Employer’s contribution to provident fund
Gratuity
The following table sets out the status of the gratuity plan:
Statement of profit and loss
Year ended
31 March 2023 31 March 2022
Current service cost (526} 81
Interest cost - 79
Net benefit expense {526) 160
Balance sheet
Year ended
31 March 2023 31 March 2022
Defined benefit obligation - 870
Fair value of plan assets - -
Less: Unrecognized past service cost - -
Net plan liability - 870
Current defined benefit obligation - §70

Non-current defined benefit obligation

|




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of %, except share data and as stated otherwise)

Changes in present value of defined benefit obligation

Year ended
31 March 2023 | 31 March 2022
Opening defined benefit obligations 870 1,257
Current service cost (526) 81
Interest cost - 79
Re-measurement gains/ (losses) in OCI
Actuarial changes arising from changes in demographic assumptons 4 -
Actuarial changes arising from changes in financial assumptions 589 (12)
Experience adjustments - (243}
Benefits paid(including intra group transfer) {933) (292)
(Closing defined benefit obligations - 870
The principal assumptions used in determining gratuity for Company’s plan are shown below:
Year ended
31 March 2023 | 31 March 2022
Discount rate NA| 6.90%
Estimated rate of salary increase NA 8.00%
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 2023 arising due to increase / decrease in key actuarial

assumptions by 50 basis points:

Discounl tate

Salary escalalion 1ale

As at As at
31 March 2023 131 March 2022 | 31 March 2023 | 31 March 2022
Impact of increase - (37) - 39
Impact of decrease - 40 - (37}

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.



HCL Commnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of ¥, except share data and as stated otherwise)

Employer's contribution to provident fund

The Company contributes Provident Fund of its employees in an exempted Trust namely to HCL Comnet Systems and Services
Limited Employee Trust. The disclosure of plan assets cannot be provided as the plan assets are not attributable to its participants
since included assets includes also pertains to employees of erstwhile HCL Comnet Limted which now stands merged in HCL
Technologies Limited pursuant to filling of the certified true copy of the Orders of Hon'ble National Company Law Tribunal, Delhi
with the Registrar of Companies on 13 March 2020 . The merger was effective from 01 April 2019, The actuary has provided a
valuation and based en the assumption mentioned below there is no shortfall as at 31 March 2023 and 31 March 2022,

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

Asat
31 March 2023 31 March 2022
Government of India bond yield NA 6.80%
Remaining term of maturity NA 6.54 years
Expected guaranteed interest rate NA 5.10%

During the year ended 31 March 2023, the Company has contributed % 15 thousand (31 March 2022, ¥ 338 thousand) towards

employer’s contribution to provident fund.
2.23 Related party transactions

a) Holding Company
HCL Technologies Limited

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

HCL Avitas Private Limited
HCL Infosystems Limited

>
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HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of ¥, except share data and as stated otherwise)

2.24 Commitments and contingent liabilities

As at
31 March 2023 31 March 2022

i) Capital and other commitments
Capital commitments
Estimated amount of contracts remaining to be executed on capital account and not - -
provided for (net of advarices)

ii) Contingent liabilities - -

(a) The Indian Parliament has approved the Code on Social Security, 2020 which would impact the contributions by the company
towards Provident Fund and Gratuity. The effective date from which the changes are applicable is yet to be notified and the final
riiles are yet to be published. The company will carry out an evaluation of the impact and record the same in the financial
statements in the period in which the Code becomes effective and the related rules are published.

(b) The Company is involved in varicus lawsuits, claims and preceedings that arise in the ordinary course of business, the outcome
of which is inherently uncertain. Certain of these matters include speculative and frivolous claims for substantial 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 reasonably
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 2023.

2.25 Payment to auditors
Year ended
31 March 2023 31 March 2022
As auditors
Statutory audit fee 240 280
Tax audit fee 110 70
350 350

L




HCL Comnet Systems and Services Limited
Notes to finaneial statements for the year ended 31 March 2023
(All amounts in thousands of T, except share data and as stated otherwise)

2.26 Ratio
Ratio Numerator Denominator Units T March :E;Z;I en:;ile;]”:h 5053 % Variance
Current ratio ‘Current assets Current liabilities Times 1,13 1.11 2%
Debt service coverage ratio Earn.mg availables for debt |Debt service {refer note 2 Times NA 169 NA
service (refer note 1 below)  |below)

i ] ) Average o o L o
Rehirn on equity rato Net profit after taxes Total equity % 16% 64% -74%
Inventory turnover ratio EZE:IU:E;D; ‘:Sljw) Average inventory Times NA NA NA
E;;:e receivables over Revenue from cperations Average trade receivables Times 0.18 3.37 -95%

. INet credit purchases Average Trade " N

Trade payables turnover ratio (refer note below 4) Payables Times 271 7.96 -66%
Net capital harnover ratio Revenue from operations x:::;%ﬁg; tal {refer Times 0.1 4.9 7%
Net profit ratio Profit for the year Revenue from operations % 115% 10% 1080%

. Earning before interest Capital  employed o o o o
Return on capital employed nd twces {refer note 6 below) % 17% 48% 65%
Return on investment - Income generated from Time weighted average o 4059 3.40% £6%
Unquoted invested funds investments ° e S ®
Notes:

(1) Earning availables for debt services = Net profit after taxes + depreciation and amortisation + interest + loss on sale of fixed assets
(2) Debt service = Interest + lease payment + principal repayments
(3) Cost of goods sold includes purchase of stock in trade and change in inventories of stock in trade
(4) Net credit purchase includes purchase of stock-in-trade , change in inventories of stock-in-trade, outsourcing costs and other expenses
{8) Working capital = current assets - current labilities
(6) Capital employed = Tangible net worth + total debt + deferred tax liability

(7) Tangible networth = Networth - goodwill - other intangible assets - deferred tax assets
{8) Average is calculated based on simple average of opening and closing balances.

Explanation where change in the ratio is more than 25%
Trade receivables turnover ratio

Trade receivables turnover ratio has declined due to less revenue in FY 2022-23 as compared to FY 2021-22,
Trade payables turnover ratio

Trade receivables turnover ratio has declined due to decline in business operations in FY 2022-23 as compared to FY 2021-22.

Return on equity ratio

Return on equity ratic has declined due to low revenue from operations earned in FY 2022-23.

Return on capital employed

Return on capital employed has declined due to low revenue from operations earned in FY 2022-23,

Net profit ratio

Net profit Ratio has improved due to increase in other income in FY 2022-23.

Net capital turnover ratio

Net capital turnover ratio has declined due to low revenue in FY 2022-23.
Return on investment - Unquoted
Return on investment ratio has improved due to increase in market returns on the mutual fund.




HCL Comnet Systems and Services Limited
Notes to financial statements for the year ended 31 March 2023
(All amounts in thousands of %, except share data and as stated otherwise)

2,27 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 2023 For the year ended 31 March 2022
Principal Interest Principal Interest
Amount due to Vendor - - - -
Principal amount paid beyond the appointed date - - - -
Interest under normal credit terms
Accrued and unpaid during the year - - - -
Total interest payable
Accrued and unpaid during the year - & - 3
This has been determined on the basis of responses received from vendors on specific confirmation sought by the Company.
2.28 Change in classification
As earlier Revised Difference
reported classification
Unbilled and accruals 255,924 7,944 247,980
Provisions 1,225 249,205 (247,980)

2.29 No funds have been advanced or loaned or invested (either from borrowed funds or share premium or any other sources or kind of
funds) by the Company to or in any other person(s) or entity(ies), including foreign entities (“Intermediaries”) with the understanding,
whether recorded in writing or otherwise, that the Intermediary shall lend or invest in party identified by or on behalf of the Company
(Ultimate Beneficiaries). The Company has not received any fund from any party(s) (Funding Party) with the understanding that the
Company shall whether, directly or indirectly lend or invest in other persons or entities identified by or on behalf of the Company
(“Ultimate Beneficiaries”) or provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries.

As per our report of even date
For BSR & Co. LLP

Firm's Registration No.: 101248W/W-100022
Chartered Accountants
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For and on behalf of the Board of Directors
of HCL Comnet Systems and Services Limited
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Atul Kumar Jain GoutamRungta
Partner Director Director
Membership Number: 092212 DIN - 03016822 DIN - 08599656

Place: Gurugram, India
Date: 04 }uly 2023
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