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lndependent Auditors'Examination Report on Restated Consolidated lndian Accounting Standards ("lnd A5") Financial
lnformation in connection with offering of equity shares of INR 10 each of the Company through an offer of sale by the
President o, lndia ading through Ministry of Steel, covernment of lndia in the lnitial Public Offering ("lPO") of MSTC
Limited(the "Company'').

We have examined the attached Restated Consolidated lnd AS Financial Statements of the Companv and its
subsidlary(the Holding Company and its subsidiary collectively referred to as the 'Group') and joint venture,
comprising the Restated Consolidated Statement of Assets and Liabilities as at September 30, 2018, March 31,
2018, March 31,2017 and March 31,2015, the Restated consolidated Statement of Profit and Loss (including other
comprehensive income), Restated Consolidated Statement of Changes in Equity and the Restated Consolidated
Statement of Cash Flow for the half year ended September 30, 2018 and years ended March 31, 2018, March 31,
2017 and March 31, 2016 and Significant Accounting Policies read together with the annexures and notes thereto
and other restated consolidated financial information explained in paragraph 7 below (collectively, the "Restated
Consolidated Financial lnformation") as approved by the Board of Directors at their meetinB held on lanuary 11,
2019 for the purpose of inclusion in the Draft Red Herring Prospectus ("DRHP") prepared by the Company in

connection with its proposed IPO in terms of the requirements of:

Section 26 of Part I of Chapter lll of the Companies Act, 2013, as amended ("the Act") and

the Securities and Exchange Board of lndia (lssue of Capital and Disclosure Requirements) Regulations,
2018 in pursuance of provisions of Securities and Exchange Board of lndia Act, 1992 ('ICDR Regulations")
read with SEBI circular No sE B l/Ho/cFD/DlL/clR/P /2016/47 dated March 31, 2016 on clarification
regarding applicability of Indian Accounting Standards to disclosure in offer documents.

2. We have examined such Restated Consolidated lnd AS Financial lnformation takinB into consideration

The terms of reference and terms of our engagement agreed upon with Vou in accordance with our
engagement letter dated November 26, 2018 in connection with the proposed IPO; and

The Guidance Note on Reports in Company Prospectuses (Revised 2016) issued by the lnstitute of
Chartered Accountants of lndia ("lCAl") ("The Guidance Note").

3.

a

a

b

These Restated Consolidated lnd AS Financial lnformation have been compiled by the Management from

The audited consolidated financial statements of the Group and its joint venture as at and for the half year

ended September 30, 2018, prepared in accordance with the lnd AS prescribed under section 133 of the
Act, read with Companies (lndian Accounting Standards) Rules, 2015 ( as amended) and other relevant
provisions of the Act and on which we have expressed an unmodified audit opinion vide our repon dated

January 11,2019 and that have been approved by the Board oI Directors at their Board meeting held on

January 11,2019.

To

The Board of Directors,
MSTC Limited

1.

The preparation of the Restated Consolidated lnd AS Financial lnformation is the responsibility of the Management
of the Company for the purpose set out in paragraph 10 below. The Management's responsibility includes

designing, implementing and maintaining adequate internal control relevant to the preparation and presentation

of the Restated Consolidated lnd AS Financial lnformation. The Management is also responsible for identifying and

ensuring that the Company complies with the Companies Act and ICDR Regulations.

a.

b.

I



b

c,

We drow ottention to the lollowing emphosis of motte$:
i) Note no. 9.4 (Ttode Receivobles) ond Note no, 47 of notes to the Restoted Consolidqted lnd AS finonciol
stotements;

ii) ln the cose oJ the Subsidiory Compony M/s (Feuo Scrop Nigom Limited), the voluotion method of non-

moving inventories odopted by the Compony is not in occordonce with lnd AS 2 on Voluotion ol
lnvento es.

Our opinion is not modified in respect of these matters

The audited Consolidated lnd AS financial statements of the Group and its joint venture as at and for the
year ended March 31, 2018 prepared in accordance with the lnd AS prescribed under Section 133 of the
Act, read with the Companies (lndian Accounting Standards) Rules,2015(as amended) and the other
relevant provisions of the Act which has been approved by the Board of Directors at their Board meeting
held on July 27,2018;

The audited Consolidated lnd AS financial statements of the Group and its joint venture as at and for the
year ended March 31, 2017, prepared in accordance with the lnd AS prescribed under Section 133 ofthe
Act, read with the Companies (lndian Accounting Standards) Rules,2015 (as amended)and the other
relevant provisions ofthe Act which has been approved by the Board of Directors at their Board meeting
held on July 28, 2017. These audited Consolidated lnd AS financial statements have been adjusted for the
differences in the accounting principles adopted by the Company on transition to Ind AS which have been
examined by us;

d

e

The audited consolidated financial statements of the Group as at and for the year ended March 31, 2016
prepared in accordance with Companies (Accounting Standards) Rules, 2006, as amended, other accounting
principles generally accepted in lndia ("Previous GAAP" or "icAAP") and the other relevant provisions of the
Act which has been approved by the Board of Directors at their Board meeting held on July 22, 2016 -

We did not audit the consolidated financial statements of the Group as at and for the years ended March
3l,2Ol7 and March 31,2016. Audit for the financialyears ended March 31,2017 and March 31,2016 was
conducted by the predecessor auditor, M/s Ray & Co., whose reports dated July 28,2O\7 and )uly 22,
2016, respectively, expressed qualified opinion on those consolidated financial statements and our opinion
in the consolidated examination report in so far as it relates to the amounts included in Restated

Consolidated lnd AS Financial lnformation in respect of these years on the basis of these consolidated
financial statements is based solely on the audit reports of such predecessor auditor.

We did not audit the standalone financial statements of the wholly owned subsidiary, M/s Ferro Scrap Nigam
Limited and joint venture, li/s Mahindra MSTC Recycling Pvt Ltd as at and for the half year ended September 30,
2018, March 31, 2018 and March 31, 2017 and March 31, 2016 as applicable whose aggregate share of total assets,

total revenues, net cash flows and share of profit / loss in joint venture, included in the Restated Consolidated
Financial lnformation, for the relevant years are tabulated below:

Un 1 millionl

,l

Gross belore giving consolidotion odjustments.

The financial statements of the wholly owned subsidiary have been audited by other audit firms, namely M/s Laxmi

Tripti & Associates for the half year ended September 30, 2018 and M/s Agrawal & Pansari for the years ended

March 31, 2018, March 31, 2017 and March 31, 2016 whose reports have been furnished to us by the Company

and our opinion in so far as it relates to the amounts included in these Restated Consolidated lnd AS Financial

lnformation are based solely on the audit reports of the predecessor auditor.

The financial statements of the joint venture have been audited by other audit firm, namely M/s BSR & Co. LLP for
the half year ended September 30, 2018, March 31,2018 and March 31, 2017 whose reports have been furnished

2

t

TotalAssets+ 3383.00 3683.703663 75 3606.60
3410.70Revenue* 7793.79 3403.00 3283.00

Net Cash lnflows* 52 37 (228.t6) 154.10 1132.00
Share of profit/ (loss)
in its joint ventures

(e 8s) (13.10) 14.7ol
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to us by the Company and our opinion in so far as it relates to the share of loss included in these Restated
Consolidated lnd AS Financial lnformation are based solely on the audit .eports of the predecessor auditor,
lnvestment in Joint Venture has been accounted under the equity method wherein the investments are initially
recognised at cost and adjusted thereafter to recognise the Group's share of the post-acquisition profits or losses
of the investee in profit or loss and the Group's share of other comprehensive income of the investee. There is no
line by line consolidation of items in accountinB of investment in joint venture.

ln accordance with the requirements of Section 26 of Part I of Chapter lll of the Companies Act, 2013("the Act")
read with ICDR Regulations and the Guidance Note, we report that:

The Restated Consolidated Statement of Assets and Liabilities of the Group as at and for the half year
ended September 30,2018, March 31,2018, March 31,2017 and March 31,2015 examined by us, as set
out in Annexure I to the Restated Consolidated Financial lnformation, have been arrived at after making
adjustments and regroupin&/reclassifications as in our opinion were appropriate and more fully described
in Annexure Vll: Statement on Adjustments to the Audited Consolidated Financial Statements.

The Restated Consolidated statement of Profit and Loss (including other comprehensive income) of the
Group, for the half year ended September 30, 2018 and years ended March 31, 2018, March 31, 2017 and
March 31, 2016 examined by us, as set out in Annexure ll to the Restated Consolidated Financial
lnformation, have been arrived at after making adjustments and regroupin&/reclassifications as in our
opinion were appropriate and more fully described in Annexure Vll: Statement on Adjustments to the
Audited Consolidated Financial Statements.

The Restated Consolidated Statement of Cash Flow of the Group, as at and for the half year ended

September,2018 and years ended March 31,2018, March 31,2017 and March 31,2016 examined by us, as

set out in Annexure lll to the Restated Consolidated Financial lnformation, have been arrived at after
making adjustments and regrouping,/reclassifications as in our opinion were appropriate and more fully
described in Annexure Vll: Statement on Adjustments to the Audited Consolidated Financial Statements.

The Restated consolidated statement of changes in Equity of the company, for the half year ended

September 30,2018 and years ended March 31,2018, March 31,2017 and March 31,2016 examined by us,

as set out in Annexure lV to the Restated Consolidated Financial lnformation, have been arrived at after
making adjustments and regrouping/reclassifications as in our opinion were appropriate and more fully
described in Annexure Vll: Statement on Adjustments to the Audited Consolidated Financial Statements.

Based on the above and according to the information and explanations given to us and also as per the reliance
placed on the flnancial statements audited by the predecessor auditors, M/s Ray & Co., Chartered Accountants for
the years ended March 31,2017 and March 31, 2015 and their audit reports which have been furnished to us by

the Company, we further report that the Restated Consolidated lnd AS financial information:

have been made after incorporating adjustments for the changes in accounting policies retrospectively in

respective financial years to reflect the same accounting treatment as per changed accounting policy for
all the reporting periods;

have been made after incorporating adjustments for the material amounts in the respective financial
years to which they relate; and

do not contain any extraordinary items that need to be disclosed separately in the Restated Consolidated

Financial lnformation and do not contain any qualiflcation requiring adjustments.

We have also examined the following Restated Consolidated lnd AS financial information of the Group set out in

the Annexures prepared by the Management and approved by the Board of Directors on lanuary 11, 2019 for the
half year ended september 30, 2018 and years ended March 31, 2018, March 3!,2077 and March 31, 2016. ln

respect of the years ended March 31, 2017 and March 31,2016, our examination was based upon the financial

statements audited and reported by M/s Ray & Co., Chartered Accountants and relied upon by us:

Annexure V : Restated Consolidated Statement of Significant Accounting Policies;

b. Annexure Vl : Notes to Restated Consolidated Financial lnformation;

Annexure Vll : Statement on Adjustments to Audited Consolidated Financial Statements;

b

c
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Annexure Vlll : Restated Consolidated Statement of Accounting Ratios;
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e Annexure lX : Restated Consolidated Statement of Capitalizationj
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According to the information and explanations given to us, and also as per the reliance placed on the reports
submitted by the predecessor auditors, M/s Ray & Co., Chanered Accountants, in our opinion, the Restated
Consolidated lnd AS financial information and the above restated financial information contained in Annexure Vl to
lX accompanying the Restated Consolidated lnd AS financial information, read with Restated Consolidated
Statement of Significant Accounting Policies disclosed in Annexure V, are prepared after making adjustments and
regroupings as considered appropriate and have been prepared in accordance with Section 26 of Part I of Chapter
lll of the Act, ICDR Regulations and the Guidance Note.

This Report should not in any way be construed as a reissuance or re-dating of any of the previous audit reports
issued by us or by the predecessor auditors, M/s Ray & Co., Chartered Accountants, nor should this Report be
construed as a new opinion on any of the audited consolidated financial statements referred to herein.

We have no responsibility to update our report for events and circumstances occurring after the date of the repon.

Our report is intended solely for use of the ManaBement for inclusion in the offer document to be filed with
Securities and Exchange Board of lndia, the Stock Exchanges where the equity shares are proposed to be listed and
the Registrar of Companies, located at (olkata, in connection with the proposed IPO of the Company. Our report
should not be used, referred to or distributed for any other purpose except with our prior consent in writing.
Accordingly, we do not accept or assume any liability or any duty of care for any other purpose or to any other
person to whom this report is shown or into whose hands it may come without our prior consent in writinB.

For D.K. Chhajer& Co.

Chortered Accountonts
F irm N 138E

Niraj unihunwala
Poftnet
Membership Numben 057170

Place: Kolkata
Date: January 11,2019
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