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AUDITORS REPORT

To,
The Members
HSCC (INDIA) LIMITED.

We have audited the attached Balance Sheet of HSCC (INDIA) LIMITED as at 31st
March 2011 and also the annexed Profit and Loss Account of the company for the year
ended on that date. These financial statements are the responsibility of the Company's

management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We have conducted our audit in accordance with auditing standards generally accepted in
India. These standards require that we plan and petform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as cvaluating the overall financial
statement presentation. We believe that our audit provides a teasonable basis for our
opinion.

1.

As requited by the Companies (Auditor Report) Order, 2003 as amended by Companies
(Auditors’ Report) (Amendment) Order 2004 issued by the Company Law Board in
terms of section 227(4A) of the Companies Act, 1956 and on the basis of such checks as
we considered appropriate and on the basis of information and explanations given to us
by the management during the course of our audit, we enclose in the Annexure a
statement on the matters specified in the paragraphs (4) and (5) of the said Order.

2. Further to our comments in the Annexure referred to in paragraph (1) above, we repott
that:

(a) We have obtained all the information and explanations, which to the best of our
knowledgc and belief were necessary for the purpose of our audit.

(b) In our opinion, proper books of accounts, as required by the law have been kept by
the company, so far as appears from our examinations of the books.

() The Balance Sheet and Profit and Loss Account dealt with in this report are
agreement with the books of accounts.




(d) In our opinion, the Balance Sheet and the Profit & Loss Account comply with the

(€

(®

M

mandatory Accounting Standards referted to in sub-section (3C) of section 211 of
the Companies Act, 1956 in so fat as they apply to this company.

In terms of Notification No. G.S.R 829(E) dated 21.10.2003 issued by the Ministry
of Finance, Department of Company Affairs, Government of India, clause (g of
subsection (1) of Section 274 of the Companies Act, 1956 is not applicable to the
Government companies.

Attention is invited to the following Notes in Schedule 15 to the Accounts:-

(1) Note No. 2: regarding acceptance by the company of joint moral
responsibility with the client for reported lapses in one of the projects (CRI,
Kasauli) and to bear half of the assessed cost (infructuous expenditure on
construction). There had not been further development during the year on
this issue and hence, the amount of liability has not yet been ascertained.

(i)  Note No.4: regarding accounting of Rs.228.20 lakhs interest out of client’s
funds (corpus accounts) as income of the company during the year, wherever
agreements do not specify credit to the client corpus accounts.

(iii) Note No.6: regarding non confirmation of sundry debtors, creditors and
loans and advances, deposits and various balances on behalf of the
ministries/ clients. The consequential impact thereof, if any, on the acconnts
can neither be determined, nor quantified.

(iv) Note No.8: regarding old credit balances of Rs. 2447.44 lakhs lying
unadjusted in the deposit accounts of the clients.

Subject to the comments made by us in Para (f) above, in our opinion and to the
best of our information and according to the explanations given to us, the said
accounts read together with the Significant Accounting Policies and Notes thereon
in Schedule 14 and Schedule 15 respectively, give the information required by the
Companies Act, 1956, in the manner so required and give a true and fair view in
conformity with the accounting principles generally accepted in India,

In the case of the Balance Sheet, of the state of affairs of the company as at 31st
March 2011.




: of the Profit of the company for the year

FOR JINDAL & COMPANY

CHARTERED ACCOUNTANTS

PLACE: NEW DELHI

DATE: 19|08 |21l




Annexure

[Referred to in Paragraph 1 of our report of even date of HSCC (INDIA) Limited for the
year ended 31.03.2011]

(1)

(ii)

(1ii)

(iv)

(@)  The Company is maintaining proper records showing full particulars,
including quantitative details and situation of fixed assets.

(b)  According to information and explanation given to us , the company has a
system of physical verification of all major fixed assets, the programme of
physical verification is reasonable having regard to the size of the
company and the value of its fixed assets. The company got physical
verification of fixed assets for the year 2010-11 conducted by a firm of
chartered accountants and made necessary adjustments for the minor
difference arising out of such physical verification.

(c) In our opinion and according to the information and explanation given to
us, the company has not disposed of substantial part of the fixed assets
during the year.

Since no inventory is maintained by the Company, therefore, paras 4(ii)(a),
4(i1)(b) and 4(ii)(c) of the Order are not applicable.

The Company has not granted/ taken any loans, secured or unsecured to/from -
companies, firms or other parties covered in the register maintained under section
301 of the Act, therefore Para 4(iii)(a) to Para 4(iii)(g) of the Order are not
applicable.

In our opinion and according to the information and explanation given to us, there
is an adequate internal control procedure commensurate with the size of the
company and the nature of its business. In our opinion, the procedure is also
adequate for the purchase of fixed assets and sale of services and also in respect
of the procurement of material/equipments on behalf of clients.

Following points have been observed.

- In certain cases considerable delay takes place in submission of
bills/certification of measurement sheets for works done by the contractors in
respect of projects of the company on behalf of the clients® :

- Compared to the previous year, significant increases have taken place in some of
the expenditure heads during the year. Though, the company has introduced a
system of budget/budget allocation, the same requires further strengthening,
especially with reference to budgetary control,

- Figures of sundry debtors, in terms of percentage of consultancy fees, have

increased steeply during the year. There should be strengthening of book debt
collection.

- Effective control should be exercised by the company by means of regular check
on the bank accounts, bank reconciliation statements, bank fixed/flexi deposits




(V).

(vi)

(vii)

(viii)

(ix)

()

(xi)

(xit)

(xiii)

etc., both in respect of company’s own accounts as well as corpus accounts, which
are managed on behalf of clients.

- The Company being in the business of rendering consultancy services, the
question of purchase of inventory and sale of goods does not arise.

In our opinion and according to the information and explanation given to us ,
there are no transactions that need to be entered into a register in pursuance of

section 301 of the Act and therefore the para 4(v)(a) and 4(v)(b) of the Order are
not applicable to the company.

The company has not accepted deposits from the public to which the provisions of
sections 58A and S8AA or any other relevant provisions of the Companies Act
apply. '

In our opinion the company has as internal audit system commensurate with its
size and nature of its business.

As informed to us by the management, the Central Government has not prescribed
the maintenance of cost records for the company under section 209(1)(d) of the
Companies Act. It is observed that there is no costing policy in practice. As such,
the system of project costing is not followed.

(a)  According to the information and explanation given to us, the company is -
regular in depositing undisputed statutory dues including Provident Fund, Income
Tax, Service Tax, Cess and other statutory dues with the appropriate authorities
and there is no amount outstanding as on 31* March 2011 for a period more than
six months from the date they became payable. We are informed by the
management that there are no dues payable by the company towards Investor

Education & Protection Fund and Cess, Employees State Insurance, Wealth-Tax,
Sales Tax and Excise Duty.

(b)  There are no dues of Sales Tax/ Wealth tax/ Service tax/Custom
Duty/Excise Duty /Cess pending to be deposited on account of any dispute.
However, an appeal is pending before the CIT (Appeals) against income tax
demand of Rs. 6.28 lakhs on the company for the assessment year 2008-2009.

The company has neither accumulated losses nor incurred any cash loss during
the year and in the immediately preceding financial yéar.

The company has not taken any loan from financial institutions or banks nor any

debentures have been issued by the company. Hence para 4(xi) of the Order is not
applicable to the company. i :

The company has not granted any loans and advances on the basis of security by
way of pledge of shares, debentures and other securities. Hence para 4(xii) of the
Order is not applicable to the company.

The company is not a chit fund or nidhi/ mutual benefit fund/ society to which the
provisions of any special statute relating to chit fund are applicable.







