NELCO LIMITED (CONSOLIDATED)



Price Waterhouse Chartered Accountants LLP

INDEPENDENT AUDITORS’ REPORT

To the Members of Nelco Limited

Report on the Consolidated Indian Accounting Standards (Ind AS) Financial
Statements

1. We have audited the accompanying consolidated Ind AS financial statements of Nelco Limited
(“hereinafter referred to as the Holding Company”) and its subsidiaries (the Holding Company
and its subsidiaries together referred to as “the Group”) and associate company; (refer Note 46
to the attached consolidated financial statements), comprising of the consolidated Balance Sheet
as at March 31, 2018, the consolidated Statement of Profit and Loss (including Other
Comprehensive Income), the consolidated Cash Flow Statement for the year then ended and the
Statement of Changes in Equity for the year then ended, and a summary of significant accounting
policies and other explanatory information prepared based on the relevant records (hereinafter
referred to as “the Consolidated Ind AS Financial Statements”).

Management’s Responsibility for the Consolidated Ind AS Financial Statements

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

Auditors’ Responsibility

3. Our responsibility is to express an opinion on these consolidated Ind AS financial statements
based on our audit. While conducting the audit, we have taken into account the provisions of the
Act and the Rules made thereunder including the accounting standards and matters which are
required to be included in the audit report.
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4.

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the consolidated Ind AS financial statements. The procedures selected depend on
the auditors’ judgement, including the assessment of the risks of material misstatement of the
consolidated Ind AS financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal financial control relevant to the Holding Company’s
preparation of the consolidated Ind AS financial statements that give a true and fair view, in
order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control. An audit
also includes evaluating the appropriateness of the accounting policies used and the
reasonableness of the accounting estimates made by the Holding Company’s Board of Directors,
as well as evaluating the overall presentation of the consolidated Ind AS financial statements.

We believe that the audit evidence obtained by us and the audit evidence obtained by the other
auditors in terms of their reports referred to in sub-paragraph 8 of the Other Matters paragraph
below, is sufficient and appropriate to provide a basis for our audit opinion on the consolidated
Ind AS financial statements.

Opinion

7.

In our opinion and to the best of our information and according to the explanations given to us,
the aforesaid consolidated Ind AS financial statements give the information required by the Act
in the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India of the consolidated state of affairs of the Group and its
associate as at March 31, 2018, and their consolidated total comprehensive income (comprising
of consolidated profit and consolidated other comprehensive income), their consolidated cash
flows and consolidated changes in equity for the year ended on that date.

Other Matter

8.

The consolidated Ind AS financial statements include the Group’s share of total comprehensive
income (comprising of profit and other comprehensive income) of Rs. 54 lakhs for the year ended
March 31, 2018 as considered in the consolidated Ind AS financial statements, in respect of one
associate company, whose financial statements have not been audited by us. These financial
statements have been audited by other auditors whose reports have been furnished to us by the
Management, and our opinion on the consolidated Ind AS financial statements insofar as it
relates to the amounts and disclosures included in respect of this associate company and our
report in terms of sub-section (3) of Section 143 of the Act insofar as it relates to the aforesaid
associate, is based solely on the report of the other auditors.

Our opinion on the consolidated Ind AS financial statements and our report on Other Legal and
Regulatory Requirements below, is not modified in respect of the above matter with respect to
our reliance on the work done and the reports of the other auditors.
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9. The consolidated Ind AS financial statements of the Company for the year ended March 31, 2017,
were audited by another firm of chartered accountants under the Companies Act, 2013 who, vide
their report dated May 9, 2017, expressed an unmodified opinion on those financial statements.
Our opinion is not qualified in respect of this matter.

Report on Other Legal and Regulatory Requirements

10. As required by Section 143(3) of the Act, we report, to the extent applicable, that:

(a)

(b)

()

(d)

(e)

80

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 of the aforesaid
consolidated Ind AS financial statements.

In our opinion, proper books of account as required by law maintained by the Holding
Company, its subsidiaries included in the Group and associate company incorporated in
India including relevant records relating to preparation of the aforesaid consolidated Ind AS
financial statements have been kept so far as it appears from our examination of those books
and records of the Holding Company and the reports of the other auditors.

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

In our opinion, the aforesaid consolidated Ind AS financial statements comply with the
Indian Accounting Standards specified under Section 133 of the Act.

On the basis of the written representations received from the directors of the Holding
Company as on March 31, 2018 taken on record by the Board of Directors of the Holding
Company and its subsidiary companies and the report of the statutory auditors of the
associate company incorporated in India, none of the directors of the Group and its associate
company incorporated in India is disqualified as on March 31, 2018 from being appointed as
a director in terms of Section 164 (2) of the Act.

With respect to the adequacy of the internal financial controls with reference to financial
statements of the Holding Company, its subsidiary companies and associate company
incorporated in India and the operating effectiveness of such controls, refer to our separate
Report in Annexure A.
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(g) With respect to the other matters to be included in the Auditors’ Report in accordance with
Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of
our information and according to the explanations given to us:

(1) The consolidated Ind AS financial statements disclose the impact, if any, of pending
litigations as at March 31, 2018 on the consolidated financial position of the Group and
its associate — Refer Note 44 to the consolidated Ind AS financial statements.

(i1) The Group and its associate had long-term contracts including derivative contracts as at
March 31, 2018 for which there were no material foreseeable losses.

(iii) There has been no delay in transferring amounts, required to be transferred, to the
Investor Education and Protection Fund by the Holding Company and its subsidiary
companies and associate company incorporated in India during the year ended March
31, 2018.

(iv) The reporting on disclosures relating to Specified Bank Notes is not applicable to the
Group for the year ended March 31, 2018.

For Price Waterhouse Chartered Accountants LLP
Firm Registration Number: 012754N/N500016

ot

Sharmila A. Karve

Mumbai Partner
April 27, 2018 Membership Number: 43229
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Report on the Internal Financial Controls under Clause (i) of Sub-section 3 of Section
143 of the Act

1.

In conjunction with our audit of the consolidated financial statements of the Company as of and
for the year ended March 31, 2018, we have audited the internal financial controls over financial
reporting of Nelco Limited (hereinafter referred to as “the Holding Company”) and its subsidiary
companies and its associate company, which are companies incorporated in India, as of that date.

Management’s Responsibility for Internal Financial Controls

2,

The respective Board of Directors of the Holding company, its subsidiary companies and its
associate company, to whom reporting under clause (i) of sub section 3 of Section 143 of the Act
in respect of the adequacy of the internal financial controls over financial reporting is applicable,
which are companies incorporated in India, are responsible for establishing and maintaining
internal financial controls based on internal control over financial reporting criteria established
by the Company considering the essential components of internal control stated in the Guidance
Note on Audit of Internal Financial Controls Over Financial Reporting issued by the Institute of
Chartered Accountants of India (ICAI). These responsibilities include the design,
implementation and maintenance of adequate internal financial controls that were operating
effectively for ensuring the orderly and efficient conduct of its business, including adherence to
the respective company’s policies, the safeguarding of its assets, the prevention and detection of
frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Act.

Auditor’s Responsibility

3.

Our responsibility is to express an opinion on the Holding Company's internal financial controls
over financial reporting based on our audit. We conducted our audit in accordance with the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the “Guidance
Note”) issued by the ICAT and the Standards on Auditing deemed to be prescribed under Section
143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial
controls, both applicable to an audit of internal financial controls and both issued by the ICAL
Those Standards and the Guidance Note require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether adequate internal
financial controls over financial reporting was established and maintained and if such controls
operated effectively in all material respects.

Our audit involves performing procedures to obtain audit evidence about the adequacy of the
internal financial controls system over financial reporting and their operating effectiveness. Our
audit of internal financial controls over financial reporting included obtaining an understanding
of internal financial controls over financial reporting, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error.

We believe that the audit evidence we have obtained and the audit evidence obtained by the other
auditors in terms of their reports referred to in the Other Matters paragraph below, is sufficient
and appropriate to provide a basis for our audit opinion on the Company’s internal financial
controls system over financial reporting.
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Meaning of Internal Financial Controls Over Financial Reporting

6. A company's internal financial control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting
principles. A company's internal financial control over financial reporting includes those policies
and procedures that (1) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2)
provide reasonable assurance that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted accounting principles, and that
receipts and expenditures of the company are being made only in accordance with authorisations
of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorised acquisition, use, or disposition of the company's
assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

7. Because of the inherent limitations of internal financial controls over financial reporting,
including the possibility of collusion or improper management override of controls, material
misstatements due to error or fraud may occur and not be detected. Also, projections of any
evaluation of the internal financial controls over financial reporting to future periods are subject
to the risk that the internal financial control over financial reporting may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures
may deteriorate.

Opinion

8. Inouropinion, the Holding Company, its subsidiary companies and its associate company, which
are companies incorporated in India, have, in all material respects, an adequate internal financial
controls system over financial reporting and such internal financial controls over financial
reporting were operating effectively as at March 31, 2018, based on the internal control over
financial reporting criteria established by the Company considering the essential components of
internal control stated in the Guidance Note on Audit of Internal Financial Controls Over
Financial Reporting issued by the Institute of Chartered Accountants of India.

Other Matters

9. Our aforesaid reports under Section 143(3)(i) of the Act on the adequacy and operating
effectiveness of the internal financial controls over financial reporting insofar as it relates to one
associate company, which is a company incorporated in India, is based on the corresponding
report of the auditors of such company incorporated in India. Qur opinion is not qualified in

respect of this matter. Cgo
P

For Price Waterhouse Chartered Accountants LI
Firm Registration Number: 012754N/N500016

\orn

Sharmila A. Karve

Mumbai Partner
April 27, 2018 Membership Number: 43229



Nelco Limited
Consolidated Balance Sheet as at March 31, 2018

(Rs. in Lakhs)

For Price Waterhouse Chartered Accountants LLP
Firm Registration Number : 012754N/N500016

>

\ o

Sharmila A. Karve
Partner
Membership No.43229

: Mumbai
: April 27,2018

Place
Date

Particulars Note No oty A
March 31, 2018 March 31, 2017
ASSETS
Non-current assets
(a) Property, plant and equipment 3 4,886 3,443
{b) Capital work-in-progress 3 468 285
{c) Intangible assets 3 190 117
(d) Financial assets
(i) Investments 4 576 527
{ii) Trade receivable 10 (a) 223 304
{iii) Loans 6 (a) 29 20
(o) Deferred tax assets (net) 36 38 78
{f) Income tax assets {net) 7 2,208 2,141
(g) Other non-current assets 8 (a) 8 22
Total non current assets 8,626 6,937
Current assets
(a) Inventories 9 887 901
(b) Financial assets
(i) Trade receivables 10 (b) 5,473 3,365
(i) Cash and cash equivalents 11 397 304
{iii) Bank balances other than (ii) above 12 28 54
{iv) Loans 6 (b) 107 114
{v) Other financial assets 5 270 617
{c) Other current assets 8(b) 423 761
Total current assets 7,585 6,116
TOTAL ASSETS 16,211 13,053
EQUITY AND LIABILITIES
EQUITY
(a) Equity share capital 13 2,282 2,282
(b) Other equity
Reserves and surplus 14 1,083 (106)
Other reserves 14 (a) 12 11
Total equity 3,377 2,187
LIABILITIES
Non-current liabilities
{a) Financial liabilities
(i) Borrowings 15 (a) 758 168
(i) Other financial liabilities 16 (a) 10 20
(b) Provisions 17 (a) 421 348
(c} Other non-current liabilities 19 30
Total non-current liabilities 1,219 536
Current liabilities
{a) Financial liabilities
(i) Borrowings 15 (b) 3,839 5,232
{ii} Trade payables 18 3,251 2,368
(iii) Other financial liabilities 16 (b) 1,769 1,132
(b} Provisions 17 (b) 181 305
{c) Other current liabilities 20 2,575 1,293
Total current liabilities 11,615 10,330
Total liabilities 12,834 10,866
TOTAL EQUITY AND LIABILITIES 16,211 13,053
The above consolidated balance sheet should be read in conjunction with the accompanying notes w
(\

For and on behalf of the Board of Directors

ML

R. R. Bhinge
Chairman

Chief Financjal Officer

Place : Mumbai
Date : April 27,2018

W

W

Managing Director’}a;djE/o
ol umﬂ/

ish Ki
Company Secretary &
Head - Legal




Nelco Limited

Consolidated Statement of Profit and Loss for the year ended March 31, 2018

(Rs. in Lakhs)

Particulars Note No. Year ended Year ended
March 31, 2018 March 31, 2017
Revenue from operations 21 14,961 14,367
Other income 22 494 461
Total Income 15,455 14,828
Expenses
(a) Purchases of stock-in-trade 1,830 2,640
(b) Changes in inventories of stock-in-trade 23 14 (101)
(c) Employee benefits expense 24 2,256 1,959
{d) Voluntary retirement expenses 41 - 159
(e} Finance costs 25 593 850
{f) Depreciation and amortisation expense 26 949 802
(g) Transponder charges 3,140 2,982
{h) Other expenses 27 5,208 4,883
Total expenses 13,990 14,174
Profit before share of net profit of investment accounted for using equity 1,465 654
method and tax
Share of net profit of associate accounted for using the equity method 57 39
Profit before tax 1,522 693
Income tax expense 28
- Current tax 271 91
- Deferred tax 40 (26)
Total tax expense 311 65
Net profit for the year 1,211 628
Other comprehensive income
Items that will not be reclassified to profit or loss
-Net fair value gain on investments in equity shares at FVTOCI 1 1
-Share of other comprehensive income of associate accounted (3) (1)
for using the equity method
-Remeasurement of post employment benefit obligations (19) (26)
Total other comprehensive income (21) (26)
Total comprehensive income for the period 1,190 602
Earnings per share (Face value of Rs 10/- per share) 43 5.31 2.75
(Basic and diluted)

For Price Waterhouse Chartered Accountants LLP
Firm Registration Number : 012754N/N500016

\er>

Sharmila A, Karve
Partner
Membership No.43229

Place : Mumbai
Date : April 27, 2018

The above consolidated statement of profit and loss should be read in conjunction with the accompanying notes

For and on behalf of the Board of Directors

MR e

R. R. Bhinge
Chairman

Chief Financigl Officer

Place : Mumbai
Date : April 27, 2018

(""\
R\
P.J.l;&h &

Managing Director and CEO

Comy Secretary &
Head - Legal




Nelco Limited

Consolidated Statement of Changes in Equity for the year ended March 31, 2018

A. Equity chare capital

(Rs. in Lakhs)

Amount
As at April 1, 2016 2,282
Changes in equity share capital -
As at March 31, 2017 2,282
Changes in equity share capital -
As at March 31, 2018 2,282

B.Other equity

(Rs. in Lalhs)

Reserves and surplus Other reserves
Particulars General Retained FVOCI Total
reserve earnings Equity Instruments

As at April 1, 2016 250 (957) 10 (697)
Profit for the year - 628 - 628
Other comprehensive income for the year - (27) 1 (26)
As at March 31, 2017 250 (356) 11 (95)
Profit for the year - 1,211 1,211
Other comprehensive income for the year - (22) 1 (21)
As at March 31, 2018 250 833 12 1,095
The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes @
For Price Waterhouse Chartered Accountants LLP For and on behalf of the Board of Directors ~

Firm Registration Number : 012754N/N500016

\ o ¥

Sharmila A. Karve
Partner
Membership No.43229

Place : Mumbai
Date : April 27,2018

DAL e

R. R. Bhinge
Chairman
[

L

Uday Banerjee
Chief Financial Officer

Place : Mumbai
Date : April 27, 2018

Marjagin Direc/t_or and CEO

Girlsh Kirkkf(/

Company Secretary &
Head - Legal




Nelco Limited
Consolidated Statement of Cash Flow as at March 31, 2018

(Rs. In Lakhs)

Particulars Year Ended Year Ended
March 31, 2018 March 31, 2017
A. CASH FLOW FROM OPERATING ACTIVITIES
Profit before income tax 1,522 693
Adjustments for:
Depreciation and amortisation expense 949 802
Finance Costs 593 850
Unrealised foreign exchange (gain) / loss 9 (13)
Provision for doubtful debts (67) (30)
Bad debts written off 86 151
Provision for warranty (net) 20 9
Liabilities/Provisions no longer required, written back = (91)
Provision for foreseeable losses written back (45) (43)
Gain on disposal of property, plant and equipment {net) (21) .
Unwinding of discount on financial asset measured at amortised cost (43) (38)
Interest Income classified as investing cash flow (3) (5)
Change in fair value Investment (1) (1)
Interest on income tax refund (110) (164)
Provision for contingency 11 21
Loss on sale of investment in Associate - 10
Share of net prefit of associate accounted for using the equity method (57) (39)
Operating Profit Before Working Capital Changes 2,843 2,112
Adjustments For Changes In Working Capital:
Movements in Assets
- {Increase) / Decrease in Trade receivables (2,003) 559
- {Increase) / Decrease in Other Current Assets 338 (256)
- {Increase) / Decrease in Other Non Current Assets 14 24
- (Increase) / Decrease in Financial Assets - Non Current - Loans (9) 684
- {Increase) / Decrease in Inventories 14 (101)
- {Increase) / Decrease in Other Financial Assets - Current 124 68
- (Increase) / Decrease in Financial Assets - Current - Loans 7 13
- {Increase) / Decrease in Other Bank Balances 6 3
Movements in Liabilities
-Increase / (Decrease) in Trade Payables 842 (43)
-increase / (Decrease) in Other Financial Liabilities - Non Current (13) (15)
- Increase / (Decrease) in Other Liabilities - Non Current 30 -
- Increase / (Decrease) in Provisions - Non Current 54 (89)
- Increase / {Decrease) in Other Financial Liabilities - Current 24 41
- Increase / (Decrease) in Other current liabilities 1,282 390
- Increase / [Decrease) in Provisions - Current (110} {90)
Cash generated from operations 3,443 3,300
Taxes Paid (Nel of refunds) 228 (493)
Net Cash generated from operating activities- (A} 3,215 3,793
B. CASH FLOW FROM INVESTING ACTIVITIES
Payments for Purchase of Property, Plant and Equipment / Intangible Assets (2,079) (1,621}
proceeds from Sale of Property, Plant and Equipment / intangible Assets 401 -
Interest Received 3 5
Proceeds from sale of investment in Associate Company . 380
Proceeds received on account of sale of UGS business to holding company in previous year (Refer 223 1,008
note 29)
Bank balances not considered as Cash and cash equivalents
- Fixed deposits placed . (23)
- Matured 20 -
Dividend From associate 6 -
Net Cash (Used in) Investing Activities (B) (1,426) {251)
C. CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from Borrowings
- Receipts 13,316 11,195
- Payments (13,866) (14,317)
Finance lease payments (67) =
Finance Costs Paid (596} (887)
Dividend Paid (6) (3)
Net Cash (Used In) Financing Activities- (C) (1,219) (4,012)
Net Increase / (Decrease) in Cash & Cash Equivalents [(A)+(B)+(C)] 570 (470)
Cash and Cash Equivalents as at April 1, 2017 (232) . 238
PAANN
338 /<07 I\ (232)

Cash and Cash Equivalents as at iviarch 31, 2018




Nelco Limited
Consclidated Statement of Cash Flow as at March 31, 2018

(Rs. in Lakhs)

Non-cash flnancing activities

- Acquisition of property, plant and equipment by means of finance lease 443 -
Reconciliation of cash and cash equivalents as per cash flow statement (Rs. in Lakhs)
Cash and Cash Equivalents Comprise of : As at As at

March 31, 2018 March 31, 2017
Cash and Cash Equivalents Comprise of :
Balance with Scheduled Banks in Current Accounts 233 47
Cash on Hand 1 1
Cheques on Hand 163 256
Bank Overdraft (59) (536)
Total 338 (232)

For Price Waterhouse Chartered Accountants LLP
Firm Registration Number : 012754N/N500016

\o-

Sharmila A. Karve
Partner
Membership No.43229

Place : Mumbai
Date : April 27, 2018

The above consolidated statement of cash flow should be read in conjunction with the accompanying notes.

T on behalf of the Boar
Pﬂ« (,\_,; A

R. R. Bhinge

Uday Banegfee
Chief Finarfcial Officer

Place : Mumbai
Date : April 27, 2018

@
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Company Secretary &
Head - Legal




Nelco Limited
Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

General Information
Nelco Limited (Formerly known as National Ekco Radio & Engineering Co Ltd) herein after referred to as “the

Company” was established in 1940. The Company is subsidiary of The Tata Power Company Limited.

The Company is engaged in business of providing systems and solutions in the areas of VSAT connectivity and
Integrated Security & Surveillance. The Company offers a range of innovative and customized solutions for
businesses and government institutions under one roof.

The Company's Subsidiary Tatanet Services Limited is in the business of providing VSAT domestic data network
service to closed user group (CUG) networks via Satellite System on non-exclusive basis within the territorial
boundary of India under the VSAT License granted by Department of Telecommunications (D.O.T.).

Equity shares of the Company are listed in India on the Bombay Stock Exchange ("BSE") and The National Stock
Exchange ("NSE"). The registered office of the Company is located at EL-6, TTC Industrial Area, MIDC, Electronic
Zone, Mahape, Navi Mumbai — 400710, CIN: L32200MH1940PLC003164.

The consolidated financial statements are presented in Indian Rupee (INR) which is also Functional Currency of
the Group. The consolidated financial statements were authorised for issue by the directors on April 27, 2018.

1. Summary of Significant accounting policies
This note provides a list of the significant accounting policies adopted in the preparation of these
consolidated financial statements. These policies have been consistently applied to all the years presented,

unless otherwise stated.

1.1 Basis of preparation
a. Compliance with Ind AS
The Consolidated financial statements comply in all material aspects with Indian Accounting Standards
{Ind AS) notified under Section 133 of the Companies Act, 2013 (the Act) [Companies (Indian Accounting
Standards) Rules, 2015] and other relevant provisions of the Act.

b. Historical Cost Convention
The Consolidated financial statements have been prepared on a historical cost basis, except for the
following:
e certain financial assets and liabilities (including derivative instruments) that is measured at fair value:
e defined benefit and other long-term employee benefits.
» asset held for sale - measured at fair value less cost to sell.

¢. Amended standards adopted by the Group
The Amendments to Ind AS 7 require disclosure of changes in liabilities arising from financing activities.

Refer note 15.

d. Basis of consolidation
The Company consolidates entities which it owns or controls. The consolidated financial statements
comprise the financial statements of the Company, its subsidiaries and associate (together referred to as
“the Group”). Control exists when the Parent has power over the entity, is exposed, or has rights, to
variable returns from its involvement with the entity and has the ability to affect those returns by using its
power over the entity. Power is demonstrated through existing rights that give the ability to direct
relevant activities, those which significantly affect the entity's returns.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there

are changes to one or more of the three elements of control listed above.




Nelco Limited
Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and ceases
when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary
acquired or disposed off during the year are included in the consolidated statement of profit and loss
from the date the Company gains control until the date when the Company ceases to control the
subsidiary.

The group combines the financial statements of the parent and its subsidiaries line by line adding
together like items of assets, liabilities, equity, income and expenses. Intercompany transactions,
balances and unrealised gains on transactions between group companies are eliminated. Unrealised
losses are also eliminated unless the transaction provides evidence of an impairment of the transferred
asset. Accounting policies of subsidiaries have been changed where necessary to ensure consistency with

the policies adopted by the group.

All intra group assets and liabilities, equity, income, expenses, and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition
of the business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is atlocated to each of the Group's cash-generating units
that is expected to benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been allocated is tested for impairment annually, or more
frequently when there is an indication that the unit may be impaired. If the recoverable amount of the
cash-generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata
based on the carrying amount of each asset in the unit. Any impairment loss for goodwill is recognised
directly in statement of profit and loss. An impairment loss recognised for goodwill is not reversed in

subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Changes in the Group's ownership interests in existing subsidiaries

Changes in the Group’s ownership interests in subsidiaries that do not result in the Group losing control
over the subsidiaries are accounted for as equity transactions. The carrying amounts of the Group’s
interests and the non-controlling interests are adjusted to reflect the changes in their relative interests in
the subsidiaries. Any difference between the amount by which the non-controlling interests are adjusted
and the fair value of the consideration paid or received is recognised directly in equity and attributed to

owners of the Company.

When the Group loses control of a subsidiary, a gain or loss is recognised in statement of profit and loss
and is calculated as the difference between (i) the aggregate of the fair value of the consideration
received and the fair value of any retained interest and (ii) the previous carrying amount of the assets
(including goodwill), and liabilities of the subsidiary and any non-controlling interests. All amounts
previously recognised in other comprehensive income in relation to that subsidiary are accounted for as if
the Group had directly disposed off the related assets or liabilities of the subsidiary (i.e. reclassified to
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applicable ind AS). The fair value of any investment retained in the former subsidiary at the date when
control is lost is regarded as the fair value on initial recognition for subsequent accounting under Ind AS
109, or, when applicable, the cost on initial recognition of an investment in an associate.

Associates

Associates are entities over which the Group has significant influence but not control. Investments in
associates are accounted for using the equity method of accounting. The investment is initially recognised
at cost, and the carrying amount is increased or decreased to recognise the investor’s share of the profit
or loss of the investee after the acquisition date.

1.2 Property, plant and equipment
All items of property, plant and equipment are carried at historical cost less accumulated depreciation
and accumulated impairment losses, if any. Cost includes expenditure that is directly attributable to the
acquisition or construction of the assets. Subsequent costs are added to existing item’s carrying amount
or recognised as a separate asset, as appropriate, only when it is probable that future economic benefits
associated with the item will flow to the group and the cost of the item can be measured reliably. The
carrying amount of any component accounted for as a separate asset is derecognized when replaced.
All other repairs and maintenance are charged to the statement of profit and loss during the
reporting period in which they are incurred.
a. Capital work-in-progress

Projects under which Property, Plant and equipment which are not yet ready for their intended use are
carried at cost, comprising direct cost and related incidental expenses.

b. Depreciation methods estimated useful lives and residual value
Depreciation is calculated using the straight-line method to allocate cost, net of their estimated residual
value, over their estimated useful lives. The property, plant and equipment acquired under finance lease
is depreciated over the asset's useful life or over the shorter of asset's useful life and the lease term if
thére is no reasonable certainty that the group will obtain ownership at the end of the lease term.

The useful lives and residual values are as prescribed under schedule |l to Companies Act, 2013 except for
the following type of assets where useful life is considered as per management estimate, based on
technical advice, taking into account the nature of the asset, the estimated usage of the asset, the
operating conditions of the asset, replacements generally required from the point of view of operational

effectiveness.

Type of Assets Useful Life
Plant & Machinery Radio Frequency (RF) Antenna — 9 Years
Basic Electronics — 6 Years
Networking Devices - 6 years
RF and Baseband — 10 to 12 Years
VSAT Antenna and parts — 15 Years
Office Equipments - VSAT Antenna — 10 Years
Electronics - 7.50 Years
Basic Electronics — 6 Years

Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are
included in the statement of profit and loss within Other Income / Other Expenses. =
—
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Intangible assets

Intangible assets purchased are measured at cost as of the date of acquisition less accumulated
amortisation and accumulated impairment, if any. The Group amortises intangible assets using straight
line method over the following periods.

License Fees — VSAT : Over the license period of 20 years
License Fees — ISP : Over the license period of 15 years
Testing software : 5 years

Impairment of non-financial Assets
Non-financial assets are tested for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the
asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s
fair value less costs of disposal and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest levels for which there are separately identifiable cash inflows which are largely
independent of the cash inflows from other assets or group of assets (cash-generating units). Non-financial
assets that suffered an impairment are reviewed for possible reversal of the impairment at the end of each
reporting period.
Investments and other financial assets
a. Classification
The group classifies its financial assets in the following measurement categories:
e those to be measured subsequently at fair value (either through other comprehensive income, or
through the statement of profit and loss), and

o those measured at amortised cost.

The classification depends on the entity’s business model for managing the financial assets and the
contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in the statement of profit and
loss or other comprehensive income. For Investment in equity instruments, this will depend on whether
the group has made an irrevocable election at the time of initial recognition to account for the equity
investment at fair value through other comprehensive income.

b. Measurement

At initial recognition, the group measures a financial asset at its fair value plus, in the case of a financial
asset not at fair value through profit or loss, transaction costs that are directly attributable to the
acquisition of the financial asset. Transaction costs of financial assets carried at fair value through profit or

loss are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when determining whether

their cash flows are solely payment of principal and interest.
Equity Instruments

The group subsequently measures all equity investments at fair value. Where the group's management
has elected to present fair value gains and losses on equity investments in other comprehensive income,
there is no subsequent reclassification of fair value gains and losses to profit or loss. Dividends from such
investments are recognised in profit or loss as other income when the group's right to receive payment is
established.
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1.7

1.8

Changes in the fair value of financial assets at fair value through profit or loss are recognised in other
gain/ (losses) in the statement of profit and loss. Impairment losses (and reversal of impairment losses) on
equity investments measured at FVOCI are not reported separately from other changes in fair value.

c. Impairment of financial assets
The group assesses on a forward-looking basis the expected credit losses associated with its assets carried
at amortised cost. The impairment methodology applied depends on whether there has been a significant
increase in credit risk. For trade receivables only, except for specifically identified cases, Group follows a
simplified approach permitted by the IND AS 109 Financial Instruments, which requires expected lifetime
losses to be recognised from initial recognition of the receivables.

d. Derecognition of financial assets
A financial asset is derecognised only when
e The group has transferred the rights to receive cash flows from the financial asset or
e retains the contractual rights to receive the cash flows of the financial asset but assumes a
contractual obligation to pay the cash flows to one or more recipients.
Where the entity has transferred an asset, the Group evaluates whether it has transferred substantially all
risks and rewards of ownership of the financial asset. In such cases, the financial asset is derecognised.
Where the entity has not transferred substantially all risks and rewards of ownership of the financial

asset, the financial asset is not derecognised.

Where the entity has neither transferred a financial asset nor retains substantially all risks and rewards of
ownership of the financial asset, the financial asset is derecognised if the group has not retained control
of the financial asset. Where the group retains control of the financial asset, the asset is continued to be
recognised to the extent of continuing involvement in the financial asset.

e. Income Recognition
Interest Income
Interest income from a financial asset is recognised when it is probable that the economic benefit will
flow to the group and the amount of income can be measured reliably. Interest income is accrued on time
basis, by reference to the principal outstanding and at the effective interest rate applicable.

Dividend
Dividend income from investments is recognised when the right to receive dividend has been established.

Cash and cash equivalents

For the purpose of presentation in the statement of cash flows, Cash and cash equivalents includes cash on
hand, deposits held at call with financial institutions, other short term, highly liquid investments with original
maturities of three months or less that are readily convertible to known amounts of cash and which are
subject to an insignificant risk of changes in value, and bank overdraft. Bank overdraft are shown within
borrowings in current liabilities in the balance sheet.

Trade receivable

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.

Financial Liabilities
i) Classification
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Debt and equity instruments issued by the Group are classified as either financial liabilities or as equity in
accordance with the substance of the contractual arrangements and the definition of a financial liability

and an equity instrument.

An equity instrument is any contract that evidences a residual interest in the assets of an entity after
deducting all of its liabilities.

ii} Measurement
Financial liabilities are initially recognised at fair value, reduced by transaction costs (in case of financial
liability not at fair value through statement of profit or loss), that are directly attributable to the issue of
financial liability. After initial recognition, financial liabilities are measured at amortised cost using
effective interest method. The effective interest rate is the rate that exactly discounts estimated future
cash outflow (including all fees paid, transaction cost, and other premiums or discounts) through the
expected life of the financial liability, or, where appropriate, a shorter period, to the net carrying amount
on initial recognition. At the time of initial recognition, there is no financial liability irrevocably designated
as measured at fair value through statement of profit and loss.

iii) Derecognition:
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or
expires. When an existing financial liability is replaced by another from the same lender on substantially
different terms, or the terms of an existing liability are substantially modified, such an exchange or
modification is treated as the de-recognition of the original liability and the recognition of a new liability.
The difference in the respective carrying amounts is recognised in the statement of profit and loss.

1.9 Trade and other payables
These amounts represent liabilities for goods and services received by the group prior to the end of reporting
period which are unpaid. Trade and other payables are presented as current liabilities unless payment is not
due within 12 months after the reporting period. They are recognised initially at their fair value and
subsequently measured at amortised cost using effective interest method.

1.10 Offsetting financial instruments
Financial assets and liabilities are offset, and the net amount is reported in the balance sheet where there is
a legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis
or realise the asset and settle the liability simultaneously. The legally enforceable right must not be
contingent
on future events must be enforceable in the normal course of business and in the event of default,
insolvency or bankruptcy of the group or the counterparty.

1.11 Inventories
Inventories are stated at the lower of cost and net realisable value. Cost of inventories comprises cost of
purchases and includes all other costs incurred in bringing the inventories to their present location and
condition. Cost is determined using the weighted average method and is net of provision for obsolescence
and other anticipated losses, wherever considered necessary. Costs of purchased inventory are determined
after deducting rebates and discounts. Net realisable value is the estimated selling price in the ordinary
course of business less the estimated costs of completion and the estimated costs necessary to make the

sale.

1,12 Non-current assets (or disposal groups) held for sale and discontinued operations
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Non-current assets (or disposal groups) are classified as held for sale if their carrying amount will be
recovered principally through a sale transaction rather than through continuing use and a sale is considered
highly probable. They are measured at the lower of their carrying amount and fair value less costs to sell,
except for assets such as deferred tax assets, assets arising from employee benefits, which are specifically
exempt from this requirement.

An impairment loss is recognised for any initial or subsequent write-down of the asset {or disposal group) to
fair value less costs to sell. A gain is recognised for any subsequent increases in fair value less costs to sell of
an asset (or disposal group), but not in excess of any cumulative impairment loss previously recognised. A
gain or loss not previously recognised by the date of the sale of the non-current asset (or disposal group) is
recognised at the date of de-recognition.

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale are
presented separately from the other assets in the balance sheet. The liabilities of a disposal group classified
as held for sale are presented separately from other liabilities in the balance sheet.

A discontinued operation is a component of the entity that has been disposed of or is classified as held for
sale and that represents a separate major line of business, is part of a single co-ordinated plan to dispose of
such a line of business. The results of discontinued operations are presented separately in the statement of

profit and loss.

1.13 Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable. Amounts disclosed as
revenue are exclusive of excise duty and net of returns, trade allowances, rebates, value added taxes, goods
and service tax (GST) and amounts collected on behalf of third parties.
The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that
future economic benefits will flow to the entity and specific criteria have been met for each of the activities
as described below.

The group recognises revenue as follows:

a. Sale of goods
Revenue from the sale of goods is recognised when the significant risks and rewards of ownership of the

goods have passed to the buyer, usually on dispatch of the goods.

b. Rendering of Services
- Revenue from contracts is recognised as and when services are rendered, and as related costs are

incurred.
- Revenue from bandwidth services and annual maintenance contract is recognized as per the
contract based on the services rendered.

c. RentalIncome
The groups’s policy for recognition of revenue from operating leases is described in note 1.17 below.

d. Construction Contracts
When the outcome of a construction contract can be estimated reliably, revenue and costs are
recognised by reference to the stage of completion of the contract activity at the end of the reporting
period, measured based on the proportion of contract costs incurred for work performed to date
relative to the estimated total contract costs. When it is probable that total contract costs will exceed
total contract revenue, the expected loss is recognised as an expense immediately. When the outcome
of the construction contract cannot be estimated reliably, ct_revenue is recognised only to ke
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extent of contract costs incurred that are likely to be recoverable. Variations in contract work, claims
and incentive payments are included to the extent that the amount have been agreed with the
customers and are capable of being reliably measured and its receipt is considered probable.

1.14 Foreign currency translation

a. Functional and presentation currency
Items included in the financial statements of the group are measured using the currency of the primary
economic environment in which the entity operates (‘the functional currency’). The consclidated financial
statement is presented in Indian rupee (INR), which is Nelco Limited’s functional and presentation

currency.

b. Transactions and balances
Foreign currency transactions are translated into the functional currency using the exchange rates at the
dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such
transactions and from the translation of monetary assets and liabilities denominated in foreign currencies
at year end exchange rates are recognised in the statement of profit and loss.

Foreign exchange differences regarded as an adjustment to borrowing costs are presented in the
statement of profit and loss, within finance costs. All other foreign exchange gains and losses are
presented in the statement of profit and loss on a net basis within other income / other expenses.

Non-monetary items that are measured at fair value in a foreign currency are translated using the
exchange rates at the date when the fair value was determined. Translation differences on assets and
liabilities carried at fair value are reported as part of the fair value gain or loss. For example, translation
differences on non-monetary assets and liabilities such as equity instruments held at fair value through
profit or loss are recognised in profit or loss as part of the fair value gain or loss and translation
differences on non-monetary assets such as equity investments classified as FVOCI are recognised in

other comprehensive income.

1.15 Derivative financial instruments:

The group holds derivative financial instruments such as foreign exchange forward contracts to mitigate the
risk of changes in exchange rates on foreign currency exposures. The counterparty for these contracts is
generally a bank. Although the group believes that these derivatives constitute hedges from an economic
perspective, they may not qualify for hedge accounting under Ind AS 109, Financial Instruments. Any
derivative is categorized as a financial asset or financial liability, at fair value through profit or loss.
Derivatives are recognized initially at fair value and attributable transaction costs are recognized in net profit
in the Consolidated Statement of Profit and Loss, when incurred. Subsequent to initial recognition, these
derivatives are measured at fair value through the Statement of Profit and Loss and the resulting exchange
gains or fosses are included in the Statement of Profit and Loss. Assets/ liabilities in this category are
presented as current assets/current liabilities if they are either held for trading or are expected to be realized
within 12 months after the balance sheet date.

1.16 Current and deferred tax
The Income tax expenses or credit for the period is the tax payable on the current period’s taxable income
based on the applicable income tax rate for each jurisdiction adjusted by changes in deferred tax assets and
liabilities attributable to temporary differences and to unused tax losses.
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Current and deferred tax is recognised in the statement of profit and loss, except to the extent that it relates
to items recognised in other comprehensive income or directly in equity. In this case, the tax is also
recognised in other comprehensive income or directly in equity, respectively.

a. Current Tax
The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted
at the end of the reporting period. Management periodically evaluates positions taken in tax returns with
respect to situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax authorities.

Current tax assets and tax liabilities are offset where the entity has a legally enforceable right to offset
and intends either to settle on a net basis, or to realise the asset and settle the liability simultaneously.

b. Deferred Tax
Deferred income tax is provided in full, using the liability method, on temporary differences arising
between- the tax bases of assets and liabilities and their carrying amounts in the financial statements.
However, deferred tax assets and liabilities are not recognised if it arises from initial recognition of an
asset or liability in a transaction other than business combination that at the time of the transaction
affects neither accounting profit nor taxable profit (tax loss).

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantively
enacted by the end of the reporting period and are expected to apply when the related deferred income
tax asset is realised or the deferred income tax liability is settled.

Deferred tax assets are recognised for all deductible temporary differences and unused tax losses only if it
is probable that future taxable amounts will be available to utilise those temporary differences and losses.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax
assets and liabilities and when the deferred tax balances relate to the same taxation authority.

1.17 Leases

As a lessee

Leases of property, plant and equipment where the group as lessee has substantially all the risks and rewards
of ownership is classified as finance lease. Finance leases are capitalised at the inception of lease at the fair
value of the leased property or, if lower, the present value of the minimum lease payments. The
corresponding rental obligations, net of finance charges, are included in borrowings or other financial
liabilities as appropriate. Each lease payment is allocated between the liability and finance cost. The finance
cost is charged to the statement of profit and loss over the lease period so as to produce a constant periodic
rate of interest on the remaining balance of the liability for each period.

Leases in which a significant portion of the risks and rewards of ownership are not transferred to the group
as lessee are classified as operating leases. Payments made under operating leases (net of any incentives
received from the lessor) are charged to profit or loss on a straight-line basis over the period of the lease
unless the payments are structured to increase in line with expected general inflation to compensate for the
lessor's expected inflationary cost increases.

As a lessor
Lease income from operating leases where the group is a lessor is recognised on a straight-line basis over the
term of the relevant lease. Where the rentals are structured solely to increase in line with expected general
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the year in which such benefits accrue. Initial direct costs incurred in negotiating and arranging an operating
lease are added to the carrying amount of the leased asset and recognised on a straight-line basis over the

lease term.

1.18 Borrowing

Borrowing are initially recognised at fair value, net of transaction costs incurred. Borrowings are
subsequently measured at amortised cost. Any difference between the proceeds (net of transaction costs)
and the redemption amount is recognised in profit or loss over the period of the borrowings using the
effective interest method. Fees paid on the establishment of loan facilities are recognised as transaction
costs of the loan to the extent that it is probable that some or all of the facility will be drawn down. In this
case, the fee is deferred until the draw down occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee is capitalised as a prepayment for liquidity services
and amortised over the period of the facility to which it relates.

Borrowmgs are removed from the balance sheet when the obligation specified in the contract is discharged,
cancelled or expired. The difference between the carrying amount of a financial liability that has been
extinguished or transferred to another party and the consideration paid, including any non-cash assets
transferred or liabilities assumed, is recognised in profit or loss.

Borrowmgs are classified as current liabilities unless the group has an unconditional right to defer settlement
of the liability for at least 12 months after the reporting period. Where there §s breach of a material
provision of a long-term loan agreement on or before the end of the reporting period with the effect that
the liability becomes payable on demand on the reporting date, the entity does not classify the liability as
current, if the lender agreed, after the reporting period and before the approval of the financial statements
for issue, not to demand payment as a consequence of the breach.

1.19 Borrowing costs
General and specific borrowing costs that are directly attributable to the acquisition, construction or
production of a qualifying asset are capitalised during the period of time that is required to complete and
prepare the asset for its intended use or sale. Qualifying assets are assets that necessarily take a substantial
period of time to get ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisation.

All other borrowing costs are expensed in the period in which they are incurred.

1.20 Provisions and contingent liabilities

a. Provisions
Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required to settle the obligation and the amount
can be reliably estimated. Provisions are not recognised for future operating losses.

Provisions are measured at the present value of management’s best estimate of the expenditure required
to settle the present obligation at the end of the reporting period. The discount rate used to determine
the present value is a pre-tax rate that reflects current market assessments of the time value of money
and the risks specific to the liability. The increase in the provision due to the passage of time is recogqif_gd

as interest expense.
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The measurement of provision for restructuring includes only direct expenditure arising from the
restructuring, which are both necessary entailed by the restructuring and not associated with the ongoing
activities of the group.

i) Onerous Contracts
Present obligations arising under onerous contracts are recognised and measured as provisions. An
onerous contract is considered to exist where the Group has a contract under which the unavoidable
costs of meeting the obligations under the contract exceed the economic benefits expected to be
received from the contract.

ii) Warranties
Provisions for the expected cost of warranty obligations under local sale of goods legislation are
recognised at the date of sale of the relevant products, at the management’s best estimate of the
expenditure required to settle the Groups's obligation.

b. 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 Group or a present obligation that arises from past
events where it is either not probable that an outflow of resources will be required to settle, or a reliable
estimate of the amount cannot be made.

c. Contingent Assets
A contingent asset is disclosed, where an inflow of economic benefits is probable.

1.21 Employee benefits
a. Short-term obligations

Liabilities for salaries and wages, including other monetary and non-monetary benefits that are
expected to be settled wholly within 12 months after the end of the period in which the employees
render the related service are recognised in respect of employees' services up to the end of the
reporting period and are measured at the amounts expected to be paid when the liabilities are settled.
The liabilities are presented as current employee benefit obligations in the balance sheet.

b. Other long-term employee benefit obligations

The liabilities for compensated absences which are not expected to be settled wholly within 12 months
after the end of the reporting period in which the employees render the related service. They are
therefore measured at the present value of expected future payments to be made in respect of services
provided by employees up to the end of the reporting period using the projected unit credit method.
The benefits are discounted using the appropriate market yield at the end of the reporting period that
have terms approximating to the terms of the related obligations. Re-measurements as a result of
experience adjustments and changes in actuarial assumptions are recognised in the statement of profit
and loss.

The obligation is presented as current liabilities in the balance sheet if the entity does not have an

unconditional right to defer settlement for at least twelve months after the reporting period, regardless.
. L
of when the actual settlement is expected to occur,
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c. Post-employment obligations (Defined Benefit Obligations)
The Group operates the following post-employment schemes:

* defined benefit plans — Gratuity and Provident Fund
« defined contribution plans such as Superannuation Fund and Employee State Insurance Corporation
(ESIC).

Defined Benefit Plans

The liability or asset recognised in the balance sheet in respect of defined benefit provident fund and
gratuity plans is the present value of the defined benefit obligation at the end of the reporting period less
the fair value of plan assets. The defined benefit obligation is calculated annually by actuaries using the

projected unit credit method.

The present value of the defined benefit obligation denominated in INR is determined by discounting the
estimated future cash outflows by reference to market yields at the end of the reporting period on
government bonds that have terms approximating to the terms of the related obligation. The net interest
cost is calculated by applying the discount rate to the net balance of the defined benefit obligation and
the fair value of plan assets. This cost is included in employee benefit expense in the statement of profit

and loss.

Remeasurement gains and losses arising from experience adjustments, changes in actuarial assumptions
and return on plan assets (excluding interest income) are recognised in the period in which they occur,
directly in other comprehensive income. They are included in retained earnings in the statement of
changes in equity and in the balance sheet. Changes in the present value of the defined benefit obligation
resulting from plan amendments or curtailments are recognised immediately in profit or loss as past
service cost.

Defined contribution plans

Group pays Superannuation Fund and ESIC contributions to publicly administered funds as per local
regulations. The Group has no further payment obligation once the contribution has been paid. Group’s
contribution to Superannuation Fund and ESIC is recognised on accrual basis in the Statement of Profit

and Loss.

Termination benefits

Termination benefits are payable when employment is terminated by the group before the normal
retirement date, or when an employee accepts voluntary redundancy in exchange for these benefits. The
group recognises termination benefits at the earlier of the following dates: (a) when the group can no
longer withdraw the offer of those benefits ; and (b) when the entity recognises costs for a restructuring
that is within the scope of Ind AS 37 and involves the payment of termination benefits. In the case of an
offer made to encourage voluntary redundancy, the termination benefits are measured based on the
number of employees expected to accept the offer. Benefits falling due more than 12 months after the
end of the reporting period are discounted to present value.

1.22 Segment reporting
The board of directors assesses performance of the Group as Chief Operating Decision Maker.

The group has identified following 2 reportable segments, in a manner consistent with internal reporting
provided to the chief operating decision maker:
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a. Automation and control comprises of sales of security and surveillance products.

b. Network systems comprises sale of Very Small Aperture Terminals (“VSAT”) hardware and providing
allied services consisting of network management, project management, infrastructure services,
turnkey solutions for satellite communication systems, and co-location services to customers. (Refer
note 35 of segment reporting)

1.23 Contributed equity

Equity shares are classified as equity.
Incremental costs directly attributable to the issue of new shares or options are shown in equity as a
deduction, net of tax, from the proceeds.

1.24 Earnings per share

(i) Basic earnings per share

Basic earnings per share is calculated by dividing:

e the profit attributable to owners of the group

e by the weighted average number of equity shares outstanding during the financial year, adjusted for
bonus elements in equity shares issued during the year and excluding treasury shares.

(ii) Diluted earnings per share
Diluted earnings per share adjusts the figures used in the determination of basic earnings per share to

take into account:

e the after-income tax effect of interest and other financing costs associated with dilutive potential
equity shares, and

o the weighted average number of additional equity shares that would have been outstanding
assuming the conversion of all dilutive potential equity shares.

1.25 Rounding of amounts

2.1

All amounts disclosed in the financial statements and notes have been rounded off to the nearest lakhs as
per the requirement of Schedule Ill, unless otherwise stated.

Critical estimates and judgments and key sources of estimation uncertainty: -

In the application of the groups's accounting policies, which are described in note 1 above, the
management of the group is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that
period, or in the period of the revision and future periods if the revision affects both current and future
periods.

In the following areas the management of the group has made critical judgements and estimates

a) Useful lives of property, plant and equipment and Intangible assets
The group reviews the useful lives and carrying amount of property, plant and equipment and
intangible assets at the end of each reporting period. This reassessment may result in change in

—

depreciation and amortisation expense in future periods.
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b)

d)

e)

f)

Estimation of defined benefit obligation

The group has defined benefit plans for its employees which are actuarially valued. Such valuation is
based on many estimates and other factors, which may have a scope of causing a material adjustment
to the carrying amounts of assets and liabilities.

Recognition of deferred tax assets

Deferred tax asset is recognised for all the deductible temporary differences to the extent that it is
probable that taxable profit will be available against which the deductible temporary difference can be
utilised. The management assumes that taxable profits will be available while recognising deferred tax

assets.

Recognition and measurement of construction contract revenue

Unbilled receivables are for services provided but not yet billed. When the outcome of a construction
contract can be estimated reliably, revenue and costs are recognised by reference to the stage of
completion of the contract activity at the end of the reporting period, measured based on the
proportion of contract costs incurred for work performed to date relative to the estimated total
contract costs. Variations in contract work, claims and incentive payments are included to the extent
that the amount can be measured reliably, and its receipt is considered probable.

Estimation of provision for warranty claims

Provisions for the expected cost of warranty obligations under local sale of goods legislation are
recognised at the date of sale of the relevant products, at the management's best estimate of the
expenditure required to settle the groups’s obligation.

Expected Credit Loss on trade receivables

Trade receivables are typically unsecured and are derived from revenue earned from customers. Credit
risk has been managed by the group through credit approvals, establishing credit limits and
continuously monitoring the creditworthiness of customers to which the group grants credit terms in
the normal course of business. On account of adoption of Ind AS 109, the group uses expected credit
loss model to assess the impairment loss or gain. The group uses a provision matrix and forward-
looking information and an assessment of the credit risk over the expected life of the financial asset to
compute the expected credit loss allowance for trade receivables. (Refer Note 31)

g) Estimation of Provisions & Contingent Liabilities

The group exercises judgment in measuring and recognising provisions and the exposures to
contingent liabilities which is related to pending litigation or other outstanding claims. Judgment is
necessary in assessing the likelihood that a pending claim will succeed, or a liability will arise, and to
quantify the possible range of the financial settlement. Because of the inherent uncertainty in this
evaluation process, actual liability may be different from the originally estimated as provision or
contingent liability. (Refer Note 44)

2.2 Recent accounting pronouncements - Standards issued but not yet effective:
The Ministry of Corporate Affairs (“MCA”) notified the Companies (Indian Accounting Standards)
Amendment Rules, 2018 (the ‘Rules’) on March 28, 2018. The rules notify the new revenue standard Ind AS
115, Revenue from contracts with customers and also bring in amendments to existing Ind AS. The rules
shall be effective from reporting periods beginning on or after April 1, 2018 and cannot be early adopted. N
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a. Ind AS 115, Revenue from contracts with customers
Ind AS 115, Revenue from contracts with customers deals with revenue recognition and establishes
principles for reporting useful information to users of financial statements about the nature, amount,
timing and uncertainty of revenue and cash flows arising from an entity’s contracts with customers.
Revenue is recognised when a customer obtains control of a promised good or service and thus has the
ability to direct the use and obtain the benefits from the good or service in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods and services. The
standard replaces Ind AS 18 Revenue and Ind AS 11 Construction contracts and related appendices.
A new five-step process must be applied before revenue can be recognised:

1. identify contracts with customers

. identify the separate performance obligation

. determine the transaction price of the contract

. allocate the transaction price to each of the separate performance obligations, and

. recognise the revenue as each performance obligation is satisfied.

The new standard is mandatory for financial years commencing on or after April 1, 2018 and early

application is not permitted. The standard permits either a full retrospective or a modified retrospective

U b w N

approach for the adoption.

The Group is evaluating the requirements of the new revenue standard (IND AS 115) and the effect on the

financial statements, if any.

b. Appendix B to Ind AS 21 Foreign currency transactions and advance consideration
The MCA has notified Appendix B to Ind AS 21, Foreign currency transactions and advance consideration.
The appendix clarifies how to determine the date of transaction for the exchange rate to be used on
initial recognition of a related asset, expense or income where an entity pays or receives consideration in
advance for foreign currency-denominated contracts.

For a single payment or receipt, the date of the transaction should be the date on which the entity initially
recognises the non-monetary asset or liability arising from the advance consideration (the prepayment or
deferred income/contract liability). If there are multiple payments or receipts for one item, date of
transaction should be determined as above for each payment or receipt.

The appendix can be applied:
- retrospectively for each period presented applying Ind AS 8;
- prospectively to items in scope of the appendix that are initially recognised
a) on or after the beginning of the reporting period in which the appendix is first applied (i.e. April 1,
2018 for entities with March year-end); or
b) from the beginning of a prior reporting period presented as comparative information (i.e. April 1,
2017 for entities with March year-end).

The Group is evaluating the requirements of the amendment and the effect on the financial statements,
if any.

c. Amendments to Ind AS 40 Investment property - Transfers of investment property
The amendments clarify that transfers to, or from, investment property can only be made if there has
been a change in use that is supported by evidence. A change in use occurs when the property meets, or
ceases to meet, the definition of investment property. A change in intention alone is not sufficient to
support a transfer. The list of evidence for a change of use in th'_e_itandard was re-characterised ;




Nelco Limited
Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

non-exhaustive list of examples and scope of these examples have been expanded to include assets
under construction/development and not only transfer of completed properties.

The amendment provides two transition options. Entities can choose to apply the amendment:
- Retrospectively without the use of hindsight; or

- Prospectively to changes in use that occur on or after the date of initial application (i.e. April 1, 2018
for entities with March year-end). At that date, an entity shall reassess the classification of properties
held at that date and, if applicable, reclassify properties to reflect the conditions that exist as at that
date.

The Group is evaluating the requirements of the amendment and the effect on the financial
statements, if any.

d. Amendments to Ind AS 12 Income taxes regarding recognition of deferred tax assets on unrealised
losses

The amendments clarify the accounting for deferred taxes where an asset is measured at fair value and
that fair value is below the asset’s tax base. They also clarify certain other aspects of accounting for
deferred tax assets set out below:

- A temporary difference exists whenever the carrying amount of an asset is less than its tax base at the
end of the reporting period.

- The estimate of future taxable profit may include the recovery of some of an entity’s assets for more
than its carrying amount if it is probable that the entity will achieve this. For example, when a fixed-
rate debt instrument is measured at fair value, however, the entity expects to hold and collect the
contractual cash flows and it is probable that the asset will be recovered for more than its carrying
amount.

- Where the tax law restricts the source of taxable profits against which particular types of deferred tax
assets can be recovered, the recoverability of the deferred tax assets can only be assessed in
combination with other deferred tax assets of the same type.

- Tax deductions resulting from the reversal of deferred tax assets are excluded from the estimated
future taxable profit that is used to evaluate the recoverability of those assets. This is to avoid double
counting the deductible temporary differences in such assessment.

An entity shall apply the amendments to Ind AS 12 retrospectively in accordance with Ind AS 8.
However, on initial application of the amendment, the change in the opening equity of the earliest
comparative period may be recognised in opening retained earnings (or in another component of
equity, as appropriate), without allocating the change between opening retained earnings and other
components of equity.

The Group is evaluating the requirements of the amendment and the effect on the financial statements, if
any.
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Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 5 : Other financial assets - Current

(Rs. in Lakhs)

Particulars As at As at
March 31, 2018 March 31, 2017
Unbilled revenue 221 358
Fair value of foreign exchange forward contracts 1 -
Receivable from holding company (Refer note 29) - 223
Others 48 36
Total 270 617
Naote 6 : Loans
(a) Non-current (Rs. In Lakhs)
Particulars S ot
March 31, 2018 March 31, 2017
Unsecured, considered good
Security deposits 29 20
Total 29 20
{b) Current {Rs. in Lakhs)
Particulars e R

March 31, 2018

March 31, 2017

Unsecured, considered good

Security deposits 103 109
Loans to employees 4 5
Unsecured and considered doubtful
Security deposits 21 21
Less ; Allowance for doubtful deposits (21) {21)
Total 107 114
Note 7 : Income tax assets {net} - Non-current
{Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Opening balance 2,141 2,561
Add : Tax deducted at source and advance tax 1,042 753
[Net of provision for tax 2018 : Rs. 466 lakhs
(2017: Rs. 195 lakhs]
Less: Income tax refund 704 1,082
Less: Current tax payable for the year 271 91
Closing balance 2,208 2,141
Note 8 : Other assets
{a) Other non-current assets {Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Balances with government authorities 2 22
Deferred rent expenses 6 -
Total 8 22
{b) Other current assets (Rs. in Lakhs)
Particulars falat As at
March 31, 2018 March 31, 2017
Prepaid expenses 119 76
Advance to suppliers 91 122
Balance with government authorities 202 550
Deferred rent expenses 3 -
Others 8 13
Total 423 761
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Note 9 : Inventories

(Rs. in Lakhs)

Particulars As at As at
March 31, 2018 March 31, 2017
Inventories (lower of cost and net realisable value)
Contracts in progress 35
Stock-in-trade 887 866
Total 887 901
Note 10 : Trade receivables
{a) Non current {Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Trade receivables 223 304
Less : Allowance for Doubtful Debts (expected credit loss allowance)
Total 223 304
Break-up of security details {Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Secured, considered good -
Unsecured, considered good 223 304
Doubtful
Total 223 304
Allowance for doubtful debts &
Total 223 309
{b) Current (Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Trade receivables 5,660 3,616
Receivable from related parties (refer note 42) 1 1
Less : Allowance for Doubtful Debts {expected credit loss allowance) (188) (252)
Total 5,473 3,365
Break-up of security details {Rs. in Lakhs)
Particulars As at As at

March 31, 2018

March 31, 2017

Secured, considered good

5,473

3,365

Unsecured, considered good

Doubtful 188 252
Total 5,661 3,617
Allowance for doubtful debts (188) {252)
Total 5,473 3,365

1 Trade receivables are dues in respect of goods sold and services rendered in the normal course of business.

2. The Normal credit period allowed by the group ranges from 0 to 60 days.

3. The group has used a practical expedient by computing the expected credit loss allowance for trade receivables based on a detailed

analysis of trade receivables.

4. There are no dues by directors or other officers of the group or any of them either severally or jointly with any other person or
debts due by firms or private companies respectively in which any director is a partner or a director or a member.

e

. Chatle
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Note 11 : Cash and cash equivalents

(Rs. in Lakhs)

Particulars

As at
March 31, 2018

As at
March 31, 2017

(a) Balances with Banks :-

In current accounts 233 47
{b} Cheques on hand 163 256
{c) Cash on hand 1 1
Total 397 304

Details of Specified Bank notes {SBN’s) as defined in the MCA notification GSR 308(E) dated March 30, 2017
a) The reporting on disclosure relating to Specified Bank Note is not applicable to Company for the year ended March 31, 2018.
b) The details of Specified Bank Notes (SBN) held and transacted during the period from November 8, 2016 to December 30, 2016 are

Particulars

March 31, 2018

given below :-
{Amount in Rs.)
Particulars Specified Bank other Total
Notes Denomination Note
Closing cash on hand as on November 8, 2016 1,26,500* 1,39,208 2,65,708
(+) Permitted receipts 4,25,001 4,25,001
(-) Permitted payments . (4,41,860) (4,41,860)
{-) Amounts deposited in banks (1,26,500) - {1,26,500})
Closing cash on hand as on December 30, 2016 - 1,22,349 1,22,349
* Includes Cash given to employees for maintaining imprest balance.
Note 12 : Bank balance other than Cash and cash equivalents
(Rs. in Lakhs)
As at As at

March 31, 2017

In earmarked Accounts

(a} Unpaid dividend accounts 3 9
(b} Balances held as margin money against letter of credit and bank guarantees 25 45
Total 28 54
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Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 14 : Reserves and surplus

(Rs. in Lakhs)

Particulars L i
March 31, 2018 March 31, 2017
General reserve - Refer (i) below 250 250
Retained earnings - Refer (i) below 833 (356)
Total 1,083 (106)
(i) General reserve {Rs. In Lakhs)
. As at As at
Particulars
March 31, 2018 March 31, 2017
Opening balance 250 250
Addition during the year - -
Closing balance 250 250
{ii) Retained earnings (Rs. in Lakhs)
Particulars L ALt
March 31, 2018 March 31, 2017
Opening balance (356) (957)
Net Profit for the year 1,211 628
Items of other Comprehensive income recognised directly in retained earning
- Share of other comprehensive income of associate accounted (3) (1)
for using the equity method
- Remeasurements of post employment benefit obligations, net of tax (19) (26)
Closing Balance 833 (356)
Note 14 (a) : Other Reserve - Reserve for FVOCI Equity instrument (Rs. in Lakhs)
Particulars aslat e
March 31, 2018 March 31, 2017
Opening balance 11 10
Changes in fair value of FVOCI equity instruments 1 1
12 11

Closing Balance

General reserve

The general reserve is used from time to time to transfer profits from retained earnings for appropriation purposes. As the general
reserve is created by a transfer from one component of equity to another and is not an item of other comprehensive income, items

included in general reserve will not be reclassified subsequently to the Statement of Profit and Loss.

Retained earnings

The same reflects surplus/ (deficit) after taxes in the Statement of Profit and Loss. The amount that can be distributed by the group
as dividends to its equity shareholders is determined based on the balance in this reserve and also considering the requirements of

the Companies Act, 2013.
Reserve for Equity FVOCI instrument

This reserve represents the cumulative gains and losses arising on the revaluation of equity instruments measured at fair value
through other comprehensive income, net of amounts reclassified to retained earnings when those assets have been disposed of.
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Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 16 : Other financial llabilities
{a) Non current

(Rs. in Lakhs)

Particulars

As at
March 31, 2018

As at
March 31, 2017

Liability towards voluntary retirement scheme 10 20
Total 10 20
{b) Current {Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Interest accrued 4 7
Liability towards voluntary retirement scheme 13 21
Sundry deposits received from customers 58 58
Current maturities of long-term debt 405 255
Capital creditors 769 265
Employee benefits payable 517 485
Fair value of foreign exchange forward contracts - 32
Unclaimed dividend 3 9
Total 1,769 1,132
Note 17 : Provisions
{a) Non-current {Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Provision for Employee Benefits obligations:
Compensated absences (Refer note 40} 177 145
Gratuity {Refer note 40) 244 192
421 337
Provision - Others:
Estimated losses on onerous contracts (Refer note 44) - 11
Total 421 348
{b) Current (Rs. in Lakhs)
Particulars As at As at
March 31, 2018 March 31, 2017
Provision for employee benefits obligations:
Compensated absences (Refer note 40) 22 31
Gratuity (Refer note 40) 14 35
36 66
Provision - Others:
Estimated losses on onerous contracts (Refer note 44) 23 78
Warranty (Refer note 44) 49 99
72 177
Provision for disputes {Refer note 44) 73 62
181 305

Total




Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 18 : Trade payables - current

(Rs. in Lakhs)

Particulars

As at
March 31, 2018

As at
March 31, 2017

Trade payables:
(i) Total outstanding dues of micro enterprises and small enterprises (refer note 45)

(i) Total outstanding dues of creditors other than micro enterprises and small enterprises 3,251 2,368
Total 3,251 2,368
Note 19 : Other non current liabilities
(Rs. in Lakhs)
Particulars St o
March 31, 2018 March 31, 2017
Deferred profit on sale of fixed assets on finance lease 30
Total 30 .
Note 20 : Other current liabilities
(Rs. in Lakhs)
., As at As at
s March 31, 2018 March 31, 2017
Advance received from customers 862 396
Income received in advance 1,540 795
Statutory dues payable 164 102
Deferred profit on sale of fixed assets on finance lease 9 -
Total 2,575 1,293




Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 21 : Revenue from operations

(Rs. in Lakhs)

Particulars Year ended Year ended
March 31, 2018 March 31, 2017
Sale of products 2,787 3,239
Sale of services 12,166 11,123
14,953 14,362
Other operating revenue

Scrap sales 8 5
8 5
Total 14,961 14,367
Note 22 : Other income {Rs. in Lakhs)

Particulars Year ended Year ended

March 31, 2018

March 31, 2017

Interest income

- On bank deposits 3 5
- On income tax refund 110 164
113 169
Other non-operating income
Insurance claims recovered 14
Rent income 95 87
Provision for foreseeable losses written back (Refer note 44) 45 43
Others 177 97
317 241
Other gains
Profit on sale of property, plant and equipment (net) 21 -
Foreign exchange gain (net) - 13
Unwinding of discount on financial asset measured at amortised cost 43 -
Net gain arising on financial assets designated at FVTPL =
64
494

Total




Nelco Limited
Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 23 : Changes in inventories of stock-in-trade
{Rs. in Lakhs)

Particulars Year ended Year ended
March 31, 2018 March 31, 2017

Inventories at the beginning of the period :

Stock - in - trade 866 716

Contracts in progress 35 84
901 800

Less : Inventories at the end of the period :

Stock - in - trade 887 866

Contracts in progress + 35
887 901

Net (increase) / decrease in inventories of stock-in-trade 14 (101)




Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 24 : Employee benefits expense

(Rs. in Lakhs)

Particulars Year ended Year ended
March 31, 2018 March 31, 2017
Salaries and wages 1,991 1,688
Contributions to provident fund (Refer note 40) 65 58
Contributions to superannuation and other funds {Refer note 40) 20 21
Gratuity (Refer note 40) 34 38
Staff welfare expenses 146 154
Total 2,256 1,959
Note 25 : Finance costs
(Rs. in Lakhs)
Particulars Year ended Year ended

March 31, 2018

March 31, 2017

Interest expense on:

Borrowings 537 771

Trade payables 7 4

Bank charges 49 69

Unwinding of discounts on provisions 6

Total 593 850
Note 26 : Depreciation and amortisation Expense

(Rs. in Lakhs)

Particulars Year ended Year ended
March 31, 2018 March 31, 2017

Depreciation of property, plant and equipment's 908 770

Amortisation of intangible assets 41 32

Total 949 802




Nelco Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 27 : Other Expenses

(Rs. in Lakhs)

Particulars Year ended Year ended
March 31, 2018 March 31, 2017
Consumption of loose toois 10 22
License fees to Department of Telecommunications 1,064 965
Subcontracting expenses 1,132 995
Power and fuel 205 194
Rent including lease rentals 182 187
Repairs and maintenance - Machinery 131 75
Repairs and maintenance - Others 486 288
Insurance 7 10
Rates and taxes 13 12
Travelling and conveyance 164 211
Freight and forwarding 170 201
Legal and professional charges 297 200
Consultancy charges 288 314
Director sitling fees 42 31
Installation expenses 173 218
Bad debts written off 86 151
Less: Provision for doubtful debts made in earlier years written back (86) (151)
Provision for doubtful debts 19 121
Provision for warranty (net) (Refer note 44} 20 9
Foreign exchange loss {net) 30 N
Miscellaneous expenses 775 830
Total 5,208 4,883
Note 28 : Current and deferred tax
28 (a) Statement of profit and loss: {Rs. in Lakhs)
Particulars Year ended Year ended
March 31, 2018 March 31, 2017
Income tax expenses
Current tax on profils for the year 271 91
Total current tax expense 271 91
Deferred tax
Decrease / (increase) in deferred tax assets (56) 29
(Decrease) / Increase in deferred tax liabilities 96 155)
Total deferred tax expenses / (beneflt} 40 {26)
Income tax expense 311 65
28 (b) Reconciliation of tax expense and accounting profit multiplied by India's tax rates: (Rs. in Lakhs)
Particulars Year ended Year ended
March 31,2018 March 31, 2017
Profit Before Tax 1,522 693
Statutory income tax rate (%) 33.06% 33.06%
Tax al Lthe Indian Statutory Tax Rate 503 229
Difference due to :
Expenses not deductible for tax purposes 2
Standard deduction on rental income under Section 24 of Income Tax Act 1961 (9) .
MAT Credit available under Section 115JAA of Income Tax Act 1961 not recognised 174 -
Previously unrecognised Deferred Tax Asset on Provision for doubtful debts (7) {22)
Previously unrecognised Deferred Tax Asset on Provision for Property Plant and - (7}
Difference in Tax Rate considered for deferred Tax liability recognised on unrealised share (7) -
of Profit of Associate
Deferred Lax asset not recognised on :
Disallowance u/s 43B (provision for Gratuity and leave encashment) (53) E
Provision for doubtful debts and Property Plant and Equipment 10 -
Provision for doubtful debts S .
Provision for sales tax liability 5 -
disallowance u/s 40(a){i) of Income Tax Act 1961 5 o
carried forward loss allowance under Income Tax Act 1961 (320) (134)
allowance for VRS u/s 35DDA of Income Tax Act 1961 (11)
Previously unrecognised deferred tax liability on unrealised share of Profit of Assoclate 12 -
Other items (2} (1)
Total tax expense 311 65

28 (c) Tax Losses

The details of carried forward tax losses and unabsorbed depreciation for which no deferred tax asset is recognised is as follows:

{Rs. in Lakhs)

Particulars

Year ended
March 31,2018

Year ended
March 31, 2017

Carried Forward Business Losses
Unabsorbed Depreciation
Long Term Capital Loss

Potential Tax Benefit
On Carried forward business loss and unabsorbed depreciation @ 27.553%
On Carried forward Long Term Capital Loss @ 20.60%

425




NELCO Limited
Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 29 : Unattended Ground Sensors Business (Discontinued Operations)

a.  The Company vide its letter dated April 3, 2014 had informed the Stock Exchange about the approval of the Board of Directors to restructure the
operations of Company’s Integrated Security & Surveillance Solutions business {ISSS business) which inter alia, includes the business af
Unattended Ground Sensors (UGS) and forms part of the Automation & Control segment. As part of such restructuring, the Board of Directors aof
the Company at its meeting held on January 28, 2015 accepted an offer made by The Tata Power Company Limited (TPCL), for its Strategic
Engineering Division to purchase the business of UGS as a going concern on a slump sale basis at a consideration of Rs. 831 Lakhs with effect
from October 1, 2014. The shareholders by postal ballot on June 25, 2015 approved the transaction. The Business Transfer Agreement (BTA) was
signed on August 5, 2015. During the quarter ended December 31, 2016, all the conditions precedent were satisfied and a joint letter confirming
the same was signed subsequently on January 2, 2017.

b. The assets attributable to the UGS business have been impaired as at October 1, 2014 to the tune of Rs. 166 Lakhs. The same has been adjusted

against opening reserves in earlier year.
The financial parameters in respect of the ordinary activities attributable to the UGS business are as follows:

(Rs. in Lakhs)

Particulars Year ended Year ended
March 31,2018 | March 31,2017 #

Sale of Products @ - 538

Revenue from Operations " 538

Other Income -

Total Income (A) - 538

Expenses

Purchases of stock-in-trade @ . 364

Changes in inventories of finished goods, stock-in-trade and work-in-progress - (5)

Employee Benefits Expense " 88

Finance costs b 73

Other Expenses - 27

Total Expenses (B) * - 547

{Loss) Before Tax { A-B) - (9)

Less :- Tax Expenses L -

{Loss) After Tax . {9)

Carrying amount of assets as at the balance sheet date relating to the discontinued operation to be -

disposed off

Carrying amount of liabilities at the balance sheet date relating to the discontinued operation to be

settled

Net Cash flow attributable to the discontinued operation

Cash flow from / {used in) operating activities - 1,005

Cash flow from / {used in) investing activities -

Cash flow from / (used in) financing activities - (73)

*includes Rs. Nil Lakhs {Previous year Rs 78 Lakhs} expenses attributable to UGS business.

# The transfer being concluded during the quarter ended December 31, 2016, effective from October 1, 2014, the results of operation for the
cighteen months ended March 31, 2016 and for the year ended March 31, 2017, represents transactions performed on behalf of TPCL. The
settlement for these transactions have been done during the quarter ended March 31, 2017.

@ At the request of TPCL, the Company has continued with certain operations of the transferred business, during the quarter ended March 31,
2017, pending assignment of certain contracts by the customer to TPCL. Accordingly, Sale of Products (Previous year Rs.137 Lakhs) and Purchase
of stock- in-trade (Previous year Rs.137 Lakhs) in respect of these contracts have been included above, under the respective heads.
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NELCO Limited
Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 35: Segment reporting

Operating segments are defined as components of an enterprise for which discrete financial information is available that is evaluated
regularly by the chief operating decision maker, in deciding how to allocate resources and assessing performance. The group’s chief
operating decision maker are the Board of Directors.

a) Primary segment:
The group has identified business segments as reportable segments. The segment have been identified taking in to account the
organisational structure as well as the differing risks and returns of these segments. The identified business segments are
1) Automation and control comprises of sales of security and surveillance products
2) Network systems comprises sale of Very Small Aperture Terminals (“VSAT”} hardware and providing allied services consisting af
network management, project management, infrastructure services, turnkey solutions for satellite communication systems, and co-
location services to customers.
b) Secondary segment:
The group caters mainly to the needs of the domestic market, the export turnover of Rs. 395 Lakhs (Previous Year Rs. 64 Lakhs} is not
significant in the context of the total external revenue of Rs,14,961 Lakhs (Previous Year Rs. 14,367 Lakhs).
Further, segment assets and capital expenditure incurred outside India are not significant in relation to the total assets and total capital
expenditure incurred during the period, as such there are no reportable geographical segments.
Primary segment disclosure - Business segment for the year ended March 31, 2018 (Rs. in Lakhs)
Particulars Automation & Network Systems Total
Control
A | Segment revenue from operations
External revenue 243 14,718 14,961
394 13,973 14,367
Less : Intersegment revenue
Total segment revenue 14,961
14,367
B | Segmentresults (340) 3,633 3,293
(466) 2,956 2,490
Add / {Less) :
Share of profit of associate accounted for using equity method 57
39
Finance cost unallocable to segments (553)
(805)
Other unallocable income / (expenditure) {(1,275)
(1,031)
C | Profit before tax for the year 1,522
693
D | Segmentassets 1,696 10,878 12,574
2,548 7,182 9,730
Add: Unallocable corporate assets 3,637
3,323
Total assets 16,211
13,053
E Segment liabilities 589 7,273 7,862
933 3,694 4,627
Add: Unallocable corporate liabilities 4,972
6,239
Total Liabilities 12,834
10,866
F | Capital expenditure 44 2,981 3,025
12 1,262 1,274
G Depreciation 12 898 910
29 773 802
Depreciation - Unallocable - 39
Depreciation from total operations 12 898 949
29 773 802
H| Non Cash expenses
Provision for doubtful debts/advances 26 (7) 19
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Nelco Limited
[Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 40 : Employee benefit obligations
a. Short-term employee benefits

These benefits include salaries and wages, including other monetary and non-monetary benefits, compensated absences which are either non-accumulating or

accumulated and expected to be availed within twelve months after the end of the reporting period.

b. Long-term employee benefits
i) Defined contribution plans

Groups’s contribution paid/payable during the period to superannuation fund and ESIC contribution are recognised as an expense and included in Note

24 under the heading “Contributions to superannuation and other funds” are as under:

(Rs. in Lakhs)
Sr.No Particulars Year ended Year ended
March 31, 2018 March 31, 2017
a) Contribution to employees’ superannuation fund 18 20
b) Contribution to employees’ state insurance scheme 2 1
Total 20 21

i) Defined Benefit Plans
The Group operates the following funded/unfunded defined benefit plans:

-Provident Fund (Funded):

The Group makes Provident Fund contributions to defined benefit plans for eligible employees. Under the scheme, the Group is required to contribute a
specified percentage of the payroll costs to fund the benefits. The contributions as specified under the law are paid to the provident fund set up as a trust by the
Group. The Rules of the Group’s provident fund administered by the Trust requires that if the Board of Trustees are unable to pay interest at the rate declared by
Central Government under para 60 of the Employees’ Provident Fund Scheme, 1952 then the shortfall shall be made good by the Group. Having regard to the

assets of the fund and the return on the investments, the Group does not expect any shortfall in the foreseeable future.

In terms of guidance note issued by the Institute of Actuaries of India, the Actuary has provided a valuation of Provident fund liability based on the assumptions

listed and determined that there is no shortfall as at March 31, 2018 and March 31, 2017, respectively.

The details of fund and plan asset position are given below:

(Rs. in Lakhs)

Particulars As at As at
March 31, 2018 March 31, 2017
Plan assets at period end, at fair value 1,877 1,869
Present value of benefit obligation at period end 1,877 1,869
Asset recognized in Balance Sheet - -
The Plan assets have been primarily invested in government securities
Assumptions used in determining the present value of obligation of interest rate guarantee under the deterministic approach :
Particulars As at As at
March 31, 2018 March 31, 2017
Government of India {GOI) bond yield 7.82% 7.51%
Remaining term to maturity of portfolio 5.76 years 4.34 years
8.55% 8.65%

Expecled guaranteed interest rate

The Group contributed Rs 65 Lakhs and Rs 58 Lakhs during the year ended March 31, 2018 and March 31,2017 respectively and the same has been recognized

in the Statement of Profit and Loss under the employee benefit expenses.

-Gratuity {Unfunded)

The following table sets out the status of the defined benefit scheme and the amount recognised in the consolidated financial statements:

Amount recognised in the statement of profit and loss

(Rs. in Lakhs)

Particulars

March 31, 2018

Particulars Year ended Year ended
March 31, 2018 March 31, 2017
Current service cost 17 18
Interest cost (Net) 17 20
Total expense recognised in the statement of profit and loss 34 38
Amount recognised in other comprehensive income (OCI) (Rs. in Lakhs)
Year ended Year ended

March 31, 2017

Total remeasurement (gains)/losses recognised in OCI

Due to change in demographic assumptions * 1
Due to change in financial assumptions 18 1
Due to experience L 24

19 26

*figures are below rounding of norm adopted by the group




Nelco Limited
Motes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Change in Defined Obligation (DBO) during the year (Rs. In Lakhs)
Particulars As at As at

March 31, 2018 March 31, 2017

Present value of DBO at the beginning 228 262

Current service cost 17 18

Interest cost {Net) 17 20
Liabilities transferred In/Acquisitions 6 -

19 26

Remeasurement (gain)/loss
Benefits paid (29) (98)

Present value of DBO at the end 258 228
Principal Actuarial assumptions for valuation of gratuity liability
Particulars As at As at
March 31, 2018 March 31, 2017
Discount rate 7.82% 7.51%
Expacted rate of escalation in salary 7.50% 6.00%

Rate of employee turnover

a. For service 4
years and below -
8.00% p.a.

a. For service 4
years and below -
8.00% p.a.

b. For service 5
years and above -

b. For service 5
years and above -

5.00% p.a. 5.00% p.a.
Indian Assured Lives Mortality
(2006-08) Ultimate

Mortality tables

The discount rate is based on the prevailing market yields of Government of India securities as at the balance sheet date for the estimated term of the
obligations
This plan typically exposes the Group to actuarial risks such as:

a) Interest rate risk - A decrease in the bond interest rate will increase the plan liability.

b) Demographic risk - This is the risk of variability of results due to unsystematic nature of decrements that include mortality, withdrawal,
disability and retirement. The effect of these decrements on the defined benefit obligation is not straight forward and depends upon
the combination of salary increase, discount rate and vesting criteria.

¢} Salary risk - The present value of the defined benefit plan liability is calculated by reference to the future salaries of plan participants.
As such, an increase in the salary of the plan participants will increase the plan’s liability.

The estimate of future salary increases considered, takes into account the inflation, seniority, promotion, increments and other relevant factors.
Sensitivity
Sensitivity of the defined benefit obligation to changes in the weighted principal assumptions (while holding all other assumptions constant} is:
(Rs. in Lakhs)

FeTicnian: Change in As at As at
assumption March 31, 2018 March 31, 2017
Increase in Decrease in Increase in Decrease In
assumption assumption assumption assumption
Discount rate 1% (15) 17 (12) 14
Expected rate of escalation in salary 1% 17 (15) 14 (13)
Rate of employee turnover 1% s hd 1 (1)

*figures are below rounding of norm adopted by the group

The sensitivity analysis presented above may not be representative of the actual change in the defined benefit obligation as it is unlikely that the change in
assumptions would occur in isolation of one another as some of the assumptions may be correlated. Furthermore, in presenting the above sensitivity analysis,
the present value of the defined benefit obligation has been calculated using the projected unit credit method at the end of the reporting period, which is the
same as that applied in calculating the defined benefit obligation liability recognised in the balance sheet.

There was no change in the methods and assumptions used in preparing the sensitivity analysis from prior years.

Defined benefit liability and employers contributions
The weighted average duration of the projected benefit obligation is 8 years  2017- 7 years). The expected maturity analysis of undiscounted gratuity is as

follows:
(Rs. in Lakhs)

Particulars As at As at
March 31, 2018 March 31, 2017

1st following year 14 35
2nd following year 24 12
3rd following year 26 21
Ath following year 31 22
5th following year 51 26
Sum of years 6th to 10th 126 120

iii) Other Long-term employee benefits

Compensated absences which are accumulated and not expected to be availed within twelve months after the end of the reporting period in which the
employee renders the related service are recognised as a liability at the present value of the defined benefit obligation as at the balance sheet date.
Compensated absences is recognised as a liability based on actuarial valuation of the defined benefit obligation as at the balance sheet date.




Nelco Limited
Notes annexed to and forming part of Consolidated Financlal Statements for the year ended March 31, 2018

An amount of Rs.47 Lakhs {previous year Rs.51 Lakhs) has been charged to the Statement of Profit and Loss for the year ended March 31, 2018 towards

Compensated absences.

Provision for compensated absences has been made on the basis of actuarlal valuation carried out as at the Balance sheet date.

Principal Actuarial assumptions for valuation of long-term compensated absences

Expected rate of escalation in salary

Particulars As at As at
March 31, 2018 March 31, 2017

Discount rate 7.82% 7.51%

7.50% 6.00%

Rate of Employee Turnover

a. For service 4
years and below -
8.00% p.a.

a. For service 4
years and below -
8.00% p.a.

b. For service 5
years and above -
5.00% p.a.

b. For service 5
years and above -
5.00% p.a.

The discount rate is based on the prevalling market yields of Government of Indla securities as at the balance sheet date for the estimated term of the

obligations.

Note 41 : During the year ended March 31, 2017, the Group had Implemented a Voluntary Retirement Scheme (VRS). Accordingly, VRS expenditure of Rs. 159 Lakhs had

been debited to the Statement of Profit and Loss for the year ended March 31, 2017.
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NELCO Limited

Notes annexed to and forming part of Consolidated Financial Statements for the year ended March 31, 2018

Note 47 :

to the Companies Act, 2013

a.

1=

Net assets, i.e., total assets minus total liabilities

Additional information as required by Paragraph 2 of the General Instructions for Preparation of Consolidated Financial Statements to Schedule Iil

(Rs. in Lakhs)

Name of the entlty in the Group

As at March 31, 2018 |

As at March 31, 2017

Net assets, i.e., total assets minus total liabilities

As % of consolldated Amount As % of consolidated net Amount
net assets assets

Parent
Nelco Limited 72.58% 2,451.00 68.22% 1,492
Indian Subsidiaries
Tatanet Services Limited 30.22% 1,020 37.00% 809
Nelco Network Products Limited * N 0.18% 4
Indian Associate (Investment as per equity method)
Nelito Systems Limited 16.61% 561 23.46% 513
Adjustment on consolidation -19.41% (655) -28.86% (631)
Total 100.00% 3,377 100.00% 2,187

Share in profit or loss

* figures below rounding of norm adopted by the group.

{Rs. in Lakhs)

Name of the entity in the Group

Year ended March 31, 2018 |

Year ended March 31, 2017

Share in profit or loss

As % of consolidated Amount  |As % of consolidated net Amount
net Profit and Loss Profit and Loss
Parent
Nelco Limited 80.67% 977 106.21% 667
Indian Subsidiaries
Tatanet Services Limited 17.42% 211 35.67% 224
Nelco Network Products Limited -0.33% (4) -0.16% (1)
Indian Associate {Investment as per equity method)
Nelito Systems Limited 4.71% 57 6.21% 39
Adjustment on consolidation -2.46% (30) -47.93% (301)
Total 100.00% 1,211 100.00% 628
Share in Other Comprehensive Income {Rs. in Lakhs)
Name of the entity in the Group Year ended March 31, 2018 [ Year ended March 31, 2017
Share in Other Comprehensive Income
As % of consolidated Amount | As % of consolidated net Amount
net Other Other Comprehensive
Comprehensive Income Income
Parent
Nelco Limited 85.71% (18) 96.15% (25)
Indian Subsidiaries
Tatanet Services Limited - *
Nelco Network Products Limited . . - -
Indian Associate (Investment as per equity method)
Nelito Systems Limited 14.29% (3) 3.85% (1)
Total 100.00% (21) 100.00% (26)

Share in Total Comprehensive Income

* figures below rounding of norm adopted by the group.

{Rs. in Lakhs)

Name of the entity in the Group

Year ended March 31, 2018 I

Year ended March 31, 2017

Share in Total Comprehensive Income

As % of consolidated Amount | As % of consolidated net Amount
net Total Total Comprehenslve
Comprehensive Income Income
Parent
Nelco Limited 80.58% 959 106.64% 642
indian Subsidiaries
Tatanet Services Limited 17.73% 211 37.21% 224
Nelco Network Products Limited -0.34% (4) -0.17% (1)
Indian Associate (Investment as per equity method)
Nelito Systemns Limited 4.54% 54 6.31% 38
Adjustment on consolidation -2.51% (30) -50.00% {301)
Total 100.00% 1190 100.00% 602

Signature to Notes forming part of Consolidated Financial Statements "1" to "47"

For Price Waterhouse Chartered Accountants LLP
Firm Registration Number : 012754N/N500016

For and on behalf of the Board of Directors
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