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) BHEL, SIRI FORT, NEW DELHI — 110049

TO:

1. BSE LIMITED, MUMBAI (Through BSE Listing Centre)
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Sub: Audited Financial Results (Standalone and Consolidated) for the quarter & year ended
315 March, 2019 and declaration of Final Dividend for FY 2018-19
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informed that:

1. Audited Financial Results of BHEL for the quarter & year ended 31% March, 2019 have been
approved by the Board of Directors of the Company in its meeting held on 27" May, 2019. A
copy of the said results alongwith the Audit Reports (standalone and consolidated) are enclosed

herewith.

2. The Board has recommended Final Dividend @ 6 ©.% (Rs. 20 per share) on the paid up share
capital of the Company for FY 2018-19. Final Dividend, if declared by the company in the
Annual General Meeting shall be paid/ dispatched within 30 days from the date of Annual
General Meeting. ' -

3. Time of commencement of meeting: 11.00 A.M.
e
Time of commencement of agenda regarding approval of Results & final Dividend: I/ ASam

Time of conclusion of agenda regarding approval of Results & Final Dividendé ‘.?a‘.l.‘.”.??.M.

No. AA/SCY/SEs
Date: 27.05.2019
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Company Secretary
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AT EX]

BHARAT HEAVY ELECTRICALS LIMITED

Bﬂl’l AUDITED FINANCIAL RESULTS
FOR THE QUARTER/ YEAR ENDED 31st MARCH, 2019
Rs/Cr.
PART I
Standalone Results Consolidated Results
SL.|PARTICULARS 3 Months Preceding 3 Corresponding 3 Current Previous] For year ended] For year ended
NO. Ended months ended months ended Year Ended Year Ended 31.03.2019# 31.03.2018
31.03.20194 31.12.2018 31.03.2018 31,03.20194%, 31.03.2018
(Notel0) (Unaudited) (Note10) (Audited) (Andited) (Audited) (Audited)
1 | Income .
a |Sales/Income from Operations 9836.50 7115.73 9832.82 29349.21 27850.44 29367.85 27864.84
b {Other Operating Income 460.66 220.69 381.15 999.74 962.56 999.80 962.64
Total Revenue from Operations 10297.16 7336.42 10213.97 30348.95 28813.00 30367.65 28827.48
¢ [Other Income 120.87 226.48 137.10 677.64 694.28 661.52 679.24
Total Income 10418.03 7562.90 10351.07 31026.59 29507.28 31029.17 29506.72
2 |Expenses
a |Cost of materials consumed (including erection & 5797.16 5071.33 4710.74 18837.30 15407.36 18849.62 15414.63
engineering)
b |Changes in inventories of finished goods, work-in- 42.80 (490.53) 418.16 (1073.16) 736.13 (1071.67) 739.00
progress and stock in trade
¢ {Employee benefits expense 1980.87 1307.34 1896.23 6261.27 6067.34 6268.92 6075.55
d Depreciation and amortisation expense 134.23 112.42 217.07 474.81 786.40 475.74 787.33
e |Excise Duty 0.93 (112,71) (112.94)
f |Finance costs 96.44 57.70 72.58 286.93 254.55 288.01 255.16
g |Other expenses 1081.10 1229.56 1895.49 4181.58 4783.22 4182.85 4742.36
Total Expenses 9132.60 7287.82 9211.20 28968.73 27922.29 28993.47 27901.09
3 {Profit/(Loss) before exceptional items and tax (1-2) 1285.43 275.08 1139.87 2057.86 1584.99 2035.70 1605.63
4 |Share of net profit/(loss) of joint ventures accounted - - - - - (185.60) (390.76)
for using equity Method
5 | Exceptional Items - - - - - -
6 |Profit/(Loss) before tax (3 + 4 +5) 1285.43 275.08 1139.87 2057.86 1584.99 1850.10 1214.87
7 | Tax expense ’
a.Current Tax 583.29 4.88 382.22 735.07 578.67 735.07 578.67
b. Deferred tax 19.44 78.25 300.48 107.40 199.72 105.87 198.01
8 |Net Profit/ (Loss) for the period (6-7) 682.70 191.95 457.17 1215.39 806.60 1009.16 438.19
9 |Other Comprehensive Income/(Expense) (net of tax) (116.25) (0.98) 75.30 (119.18) 83.33 (119.15) 83.48
10 |Total Comprehensive Income after tax for the period ' 566.45 190.97 532.47 1096.21 889.93 890.01 521.67
(8+9)
11 |Profit for the period attributable to
Owners of the Company 682.70 191.95 457.17 1215.39 806.60 1011.84 441.16
Non Controlling Interest - - - - - (2.68) (2.97)
12 |Other Comprehensive Income /(Expense) for the
period attributable to
Owners of the Company (116.25) (0.98) 75.30 (119.18) 83.33 (119.15) 83.47
Non Controlling Interest - - - - - - 0.01
13 |Total Comprehensive Income for the period
attributable to
Owners of the Company 566.45 190.97 532.47 1096.21 889.93 892.69 524.63
Non Controlling Interest - - - - - (2.68) (2.96)
14 |Paid-up equity share capital (Face Value Rs 2 per 696.41 734.28 734.28 696.41 734.28 696.41 734.28
15 glt?::r) Equity - - - 30703.45 31866.80 30175.97 31600.71
16 |Basic & Diluted Earnings Per Share 1.88 0.52 1.25 3.35 2.20 2.78 1.19
(not lised), (not lised) (not annualised)




Segmentwise Revenue, Results , Assets and Liabilities

Rs/Cr.
Standalone Results Consolidated Results
SL. [PARTICULARS 3 Months Preceding 3| Corresponding 3 Current Previous) For year ended] For year ended
NO. Ended months ended months ended Year Ended Year Ended 31.03.2019# 31.03.2018
31.03.2019# 31.12.2018 31.03.2018 31.03.2019% 31.03.2018
(Notell) (Notel0) : .
(Unaudited) (Audited) (Audited) {Audited) (Audited)
1 ]Segment Revenue
A |Power 8103.38 5512.25 8312.29 23404.96 22881.04 23404.96 22881.04
B |Industry 1 1733.12 1603.48 1520.53 5944.25 4969.40 5962.89 " 4983.80
Total 9836.50 7115.73 9832.82 29349.21 27850.44 29367.85 27864.84
Inter segmental revenue - - - - - -
Sales / Income from operations 9836.50 7115.73 9832.82 29349.21 27850.44 29367.85 27864.84 _
Segment Results (Profit/(Loss) before Tax & Finance
2 |Cost)
A |Power 1306.58 592.12 909.42 2812.18 2792.14 2812.18 2792.14
B |Industry 253.41 55.74 57.15 437.21 179.55 431.59 172.75
Total 1559.99 647.86 966.57 3249.39 2971.69 3243.77 2964.89
Less: Finance Cost 96.44 57.70 72.58 286.93 254.55 288.01 255.16
Other unallocable expenditure (net of i ) 178.12 315.08 (245.88) 904.60 1132.15 1105.66 1494.86
Total Profit before Tax 1285.43 275.08 1139.87 2057.86 1584.99 1850.10 1214.87
3 |Segment Assets
A [Power 45185.71 46665.10 40812.18 45185.71 40812.18 45185.71 40812.66
B }ndustry 9372.15 9584.14 8522.98 9372.15 8522.98 9393.19 8544.93
C |Unallocated 9858.15 9550.64 14382.92 9858.15 14382.92 9340.37 14116.02
Total Assets 64416.01 65799.88 63718.08 64416.01 63718.08 63919.27 63473.61
4 ISegment Liabilities
A |Power 24823.96 24662.37 24541.30 24823.96 24541.30 24823.96 24541.30
B |Industry 5251.54 5786.30 4799.21 5251.54 4799.21 5286.31 4829.44
C {Unallocated 2940.65 2548.15 1776.49 2940.65 1776.49 2943.34 1771.93
Total Liabilities 33016.15 32996.82 31117.00 33016.15 31117.00 33053.61 31142.67




NOTES

1. STATEMENT OF ASSETS AND LIABILITIES Rs /Cr.
r— Particulars Standalone Consolidated
As at As at As at As at
March 31, 2019# March 31, 2018 March 31, 2019#| March 31, 2018
I) |ASSETS
1 |Non Current Assets
a |Property, plant and equipment 2883.92 2977.53 288739 2981.90
b [Capital work-in-progress 223.21 194.53 223.21 194.53
¢ | Intangible assets 83.07 91.31 83.07 91.31
d ] Intangible assets under development 12.23 8.23 12.23 8.23
¢ |Investments accounted for using Equity method 149.42 409.05
f [Financial Assets
i) Investments 669.36 690.74 2.94 19.92
fi) Trade Receivable 3935.20 3437.23 3935.09 3438.55
iii) Loans 82.82 84.28 82.82 84.28
iv ) Others financial assets - 0.02 - 0.02
g | Deferred tax assets (net of liabilities) 3514.53 3625.88 3522.61 3632.43
h {Other non-current assets 14671.78 10470.22 14671.78 10470.22
Sub-Total Non Current Assets 26076.12 21579.97 25570.56 21330.44
2 |Current Assets
a |Inventories 8113.49 6258.76 8116.24 6263.15
b [Financial Assets
i) Trade Receivable 12009.57 14064.06 12011.92 14064.68
i) Cash & Cash Equivalents 795.60 2768.68 795.74 2768.81
iii ) Bank Balances other than Cash & Cash Equivalents 6707.74 8407.19 6707.80 8407.47
iv) Loans : 15745 143.59 157.71 144.39
v ) Others financial assets 162.19 150.61 165.40 153.26
¢ |Current Tax Assets ( Net) - 222.94 - 222.94
d {Other current assets 10393.85 10122.28 10393.90 10118.47
Sub-Total Current Assets 38339.89 42138.11 38348.71 42143.17
TOTAL -ASSETS 64416.01 63718.08 63919.27 63473.61
II) [JEQUITY AND LIABILITIES
1 |Equity
a |Equity share capital 696.41 734.28 696.41 734.28
b |Other Equity 30703.45 31866.80 30175.97 31600.71
¢ INon -Controlling interest (6.73) (4.05)
Sub-Total Equity 31399.86 32601.08 30865.66 32330.94
LIABILITIES
2 |Non -Current Liabilities
a |Financial Liabilities
i) Borrowings 95.45 57.18 95.45 57.18
i) Trade Payable
(a) Total outstanding dues of micro enterprises
and small enterprises
(b) Total outstanding dues of creditors other 702.98 479.06 702.87 481.75
than micro enterprises and small enterprises
iii) Other financial liabilities 91.53 114.41 91.29 11441
b |Provisions 5454.54 4923.11 5467.43 4984,89
¢ |Other non-current liabilities 3615.88 3636.70 3615.88 3636.68
Sub-Total Non Current Liabilities 9960.38 9210.46 9972.92 9274.91
3 |Current Liabilities
a [Financial Liabilities
(i) Borrowings 2457.27 2470.11 10.28
ii) Trade Payable
(a) Total outstanding dues of micro enterprises 361,17 283.43 361.17 283.96
and small enterprises
(b) Total outstanding dues of creditors other 11013.94 10303.43 11019.81 10305.29
than micro enterprises and small enterprises
iii) Other financial Kabilitics 2068.14 2270.40 2070.24 2271.38
b |Provisions 2485.48 3782.77 2488.94 3729.30
¢ [Current tax liabilities (net) 91.40 - 91.34
d |Other current liabilities 457837 5266.51 4579.08 5267.55
Sub-Total Current Liabilities 23055.77 21906.54 23080.69 21867.76
TOTAL EQUITY AND LIABILITIES 64416.01 63718.08 63919.27 63473.61
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# Subject to audit u/s 143(6) of the Companies Act, 2013 by the C&AG of India

The figures have been regrouped, wherever necessary.

The lidated fi ial have been prepared in accordance with Ind -AS 110 on" Consolidated Financial Statements' and Ind AS-28 on "Investments in Associates and Joint
Veatures . . ’

The above results have been reviewed by the Audit Committee and approved by the Board of Directors in their meeting held on 27.05.2019

The Company has prepared these C lidated and standalone fi ial st in accordance with the Companies (Indian Accounting Standards ) Rules, 2015, (Ind AS ) prescribed under
section 133 of the Companies Act , 2013 .

For Comparability, the Revenue from Operations for FY 2017-18 excludes excise duty to the extent of Rs 247.98 cr.
The impact on depreciation due to review and revision in the estimated useful life of certain item of PPE in FY 2018-19 is reduction of Rs 201.42 Crore.

Effective April 1, 2018, the Company has adopted Ind AS 115 "Revenue from contracts with customers". The effect of adoption of IND AS 115 is insignifi on the Financial Results, Contract
Assets are included in Other Assets (Current/Non Current).

In addition to Interim dividend of Rs 0.80 per share already paid, the Board of Directors has recommended a final dividend ofRsl..'.?:Qer share (Face Value Rs. 2 per share).

In pursuant to Board of Directors approval for buyback of equity shares, the company in F.Y. 2018-19 has bought back 18,93,36,645 equity shares at a price of Rs. 86 per equity share in cash for
aggregate consideration of Rs.1628.30 crore. Post Buy back, paid up equity share capital of the company stands at Rs. 696.41 cr.

Figures of last quarter are'the balancing figures between audited figures in respect of the full financial year and the published year to date figures upto the third quarter of the current financial
year

For and on behalf of Bharat Heavy Electricals Limited

(Atul Sobti)

Chairman & Managing Director

Place : New Delhi
Date : 27.05.2019



Raj Har Gopal & Co. Tiwari & Associates Mahesh C. Solanki & Co.

Chartered Accountants Chartered Accountants Chartered Accountants
412, Ansal Bhawan T-8 Green Park 803, Airen Heights,PU-3
16, Kasturba Gandhi Marg Extension Scheme No.54

New Delhi-110001 New Delhi -110016 A.B Road, Indore 452010

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF
BHARAT HEAVY ELECTRICALS LIMITED

Report on the Audit of the Standalone Financial Statements
Opinion

We have audited the accompanying standalone financial statements of Bharat Heavy Electricals Limited
(“the Company”), which comprise the Balance Sheet as at March 31, 2019, the Statement of Profit and
Loss (including Other Comprehensive Income), the Statement of Changes in Equity and the Statement of
Cash Flows for the year then ended, and a summary of the significant accounting policies and other
explanatory information (hereinafter referred to as “the Standalone financial statements”) in which are
incorporated the returns for the year ended on that date for 16 branches audited by us and 16 branches
audited by the branch auditors of the company.

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
financial statements give the information required by the Companies Act, 2013 (“the Act) in the manner so
required and give a true and fair view in conformity with the Indian Accounting Standards prescribed under
section 133 of the Act read with the Companies (Indian Accounting Standards) Rules 2015, as amended,
(“Ind AS”) and other accounting principles generally accepted in India, of the state of affairs of the Company
as at March 31, 2019, the profit and total comprehensive income, changes in equity and its cash flow for the
year ended on that date. "

Basis for Opinion

We conducted our audit of the standalone financial statements in accordance with the Standards on Auditing
(SAs) specified under section 143 (10) of the Companies Act, 2013. Our responsibilities under those
Standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are independent of the Company in accordance with the Code of Ethics issued by
the Institute of Chartered Accountants of India together with the ethical requirements that are relevant to our
audit of the standalone financial statements under the provisions of the Companies Act, 2013 and the Rules
thereunder, and we have fulfilled our other ethical responsibilities in accordance with these requirements and
the Code of Ethics. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion on the standalone financial statements.




Key Audit Matters

Key audit matters are those matters that in our professional judgement were of most significance in our audit
of the financial statements of the current period. These matters were addressed in the context of our audit of
the standalone financial statements as a whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters. We have determined the matters described below to be the key audit

matters to be communicated in our report.

Key Audit Matter

Auditor’s Response

Accuracy of recognition, measurement,
presentation and disclosures of
revenues and other related balances in
view of adoption of Ind AS 115
“Revenue from contracts  with
Customers” (Revenue Accounting
Standard) applicable from 1st April 2018.

The application of the new revenue
accounting standard from current financial
year involves certain key judgments
relating to identification of distinct
performance obligations, determination of
transaction price of identified performance
obligations, the appropriateness of the
basis used to measure revenue recognized
over a period, and disclosures including
presentations of balances in the financial
statements. :

Estimated efforts is a critical estimate to
determine revenue, as it requires
consideration of progress of the contract,
efforts incurred till date, efforts required to
complete the remaining performance
obligation.

Refer Notes 49 to the standalone financial
statements.

Principal Audit Procedures

We assessed the Company's internal process to identify the
impact of adoption of the new revenue accounting standard. Our
audit approach consisted testing of the design and operating
effectiveness of internal controls and procedures as follows:

» FEvaluated the design of internal controls relating to
implementation of the new revenue accounting standard.

» Selected a sample of existing continuing contracts and
new contracts, and tested the operating effectiveness of
the internal control, relating to identification of the distinct
performance  obligations and determination  of
transaction price.

= Tested the relevant information, accounting systems and
change relating to contracts and related information
used in recording and disclosing revenue in accordance
with the new revenue accounting standard.

» Reviewed a sample of contracts to identify possible
delays in achieving milestones, which require change in
estimated efforts to complete the remaining performance
obligations.

» Performed analytical procedures and test of details for
reasonableness and other related material items.




Assessment and recoverability of Trade
Receivables and Contract Assets

The Company has ftrade receivables
outstanding (net) of Rs.15944.77 crore and
contract assets (Net) of Rs.22296.54 crore
at the end of March 31, 2019

These balances are related to revenue
recognized in line with Ind AS 115
“Revenue from contracts with customers”
for ongoing contracts and completed
contracts. The assessment of its
recoverability is a key audit matters in the
audit due to its size and high level of
management judgment

Refer Notes 6,10,12,17,49(d) to the
standalone financial statements.

Principal Audit Procedures

We have performed the Company’s internal process to recognize
the revenue and review mechanism of trade receivables and
contract assets. Our audit approach consisted testing of the
design and operating effectiveness of internal controls and
procedures as follows:

Evaluated the process of invoicing, verifications, and
reconciliations with customers.

Obtained the list of project wise outstanding details and
its review mechanism by the management.

Reviewed the guidelines and policies of the Company on
impairment of trade receivables and contract assets.

Tested the accuracy of aging of trade receivables and
contract assets at the year end on sample basis.

Performed analytical procedures and test of details for
reasonableness, recoverability and other related
material items.

Information Other than the Standalone Financial Statements and Auditor’s Report Thereon

The Company’s Board of Directors is responsible for the preparation of the other information. The other
information comprises the information included in Management Discussion and Analysis, Board's Report
including Annexures to Board's Report, Business Responsibility Report, Corporate Governance and
Shareholder's information, but does not include the standalone financial statements and our auditor’s report
thereon.

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

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

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.




Management’s Responsibility for the Standalone Financial Statements

The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of the Companies
Act, 2013 (“the Act’) with respect to the preparation of these financial statements that give a true and fair
view of the financial position, financial performance, total comprehensive income, changes in equity and cash
flows of the Company in accordance with the Ind AS and other accounting principles generally accepted in
India. This responsibility also includes maintenance of adequate accounting records in accordance with the
provisions of the Act for safeguarding the assets of the company and for preventing and detecting frauds
and other irregularities; selection and application of appropriate accounting policies; making judgments and
estimates that are reasonable and prudent; and 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.

In preparing the standalone financial statements, Management of Company is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the Management of Company either intends to
liquidate the Company or to cease operations, or has no realistic alternative but to do so.

The Board of Directors are responsible for overseeing the Company'’s financial reporting process.
Auditor’s Responsibilities for the Audit of the Standalone Financial Statements

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

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

e Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

¢ Obtain an understanding of internal financial controls relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Companies Act,
2013, we are also responsible for expressing our opinion on whether the company has adequate
internal financial controls system in place and the operating effectiveness of such controls.




e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management'’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Company’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Company to cease to
continue as a going concem.

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

Materiality is the magnitude of misstatements in the standalone financial statements that, individually or in
aggregate, makes it probable that the economic decisions of a reasonably knowledgeable user of the financial
statements may be influenced. We consider quantitative materiality and qualitative factors in (i) planning the
scope of our audit work and in evaluating the results of our work; and (i) to evaluate the effect of any identified
misstatements in the financial statements.

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

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

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the standalone financial statements of the current period and are therefore
the key audit matters. We describe these matters in our auditor’s report unless law or regulation precludes
public disclosure about the matter or when, in extremely rare circumstances, we determine that a matter
should not be communicated in our report because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such communication.

Other Matters

We did not audit the financial statements/information of 16 (sixteen) branches included in the standalone
financial statements of the Company whose financial statements / financial information reflect total assets of
Rs 39063 crore as at 31st March, 2019 and total revenue of Rs 20331 crore for the year ended on that date,
as considered in the standalone financial statements. The financial statements/information of these branches
have been audited by the branch auditors whose reports have been furnished to us, and our opinion in so far
as it relates to the amounts and disclosures included in respect of these branches, is based solely on the
report of such branch auditors.

{ief FRi No.
ol 002074N



Our opinion is not modified in respect of these matters.

Report on Other Legal and Regulatory Requirements

(1) As required by the Companies (Auditor's Report) Order, 2016 (“the Order’) issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Act, we give in the “Annexure A”
a statement on the matters specified in paragraphs 3 and 4 of the Order, to the extent applicable.

(2) As required by-Section 143 (3) of the Act, based on our audit we report that:

a.

We have sought and obtained all the information and explanations, which to the best of our knowledge
and belief were necessary for the purposes of our audit.

In our opinion, proper books of account as required by law have been kept by the company so far as
it appears from our examination of those books and proper returns adequate for the purpose of our
audit have been received from the branches not visited by us.

The reports on the accounts of the branch offices of the Company audited under Section 143(8) of
the Act by branch auditors have been sent to us and have been properly dealt with by us in preparing
this report

The Balance Sheet, the Statement of Profit and Loss (including other comprehensive income),
Statement of Changes in Equity and the Statement of Cash Flow dealt with by this Report are in
agreement with the books of account.

In our opinion, the aforesaid financial statements comply with the Indian Accounting Standards
prescribed under Section 133 of the Act, read with the Companies (Indian Accounting Standards)
Rules, 2015, as amended.

In terms of Notification no. G.S.R. 463 (E) dt. 05-06-2015 issued by Ministry of Corporate Affairs, the
Provision of Section 164(2) of the Companies Act, 2013 in respect of disqualification of directors are
not applicable to the Company.

. With respect to the adequacy of the internal financial controls over financial reporting of the Company

and the operating effectiveness of such controls, refer to our separate Report in “Annexure B”.

. With respect to the other matters to be included in the Auditor's Report in accordance with Rule 11 of

the Companies (Audit and Auditors) Rules, 2014, in our opinion and to the best of our information and
according to the explanations given to us:

i. The company has disclosed the impact of pending litigations on its financial position in its
standalone financial statements. Refer Note 41 to the financial statements.

ii. The company has made provision, as required under the applicable law or accounting standards,
for material foreseeable losses, if any, on long-term contracts. Refer Note 48 to the financial
statements.
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iii. There has been no delay in transferring the amount, required to be transferred in accordance with
the relevant provisions of the Companies Act, 2013 and the rules made thereunder, to the Investor
Education and Protection Fund by the Company.

(3) On the basis of such checks of the books and records of the Company, as we considered appropriate
and according to the information and explanations given to us, we are enclosing our report in terms
of Section 143(5) of the Act, on the directions and sub directions issued by the Comptroller and
Auditor General of India in “Annexure C”.

For Raj Har Gopal & Co. For Tiwari & Associates For Mahesh C. Solanki & Co.
Chartered Accountants Chartered Accountants Chartered Accountants

FRN - 002074N FRN - 002870N FRN - 006228C
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Place : New Delhi

Date : May 27, 2019



“Annexure A” to Independent Auditors’ Report

(Referred to in Paragraph 1 under the heading “Report on Other Legal and Regulatory Requirements”
of our report of even date on the standalone financial statements of Bharat Heavy Electricals Limited
(“the Company”), for the year ended March 31, 2019]

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

i)

vi)

(b)  According to the information and explanations given to us, physical verification of fixed assets

is being conducted in a phased manner by the management under a programme designed to
cover all the property, plant and equipment including intangible assets over a period of three
years, which, in our opinion, is reasonable having regard to the size of the Company and nature
of its business and no material discrepancies were noticed on such verification to the extent
verification was made during the year.

The details of itle deeds of immovable properties not held in the name of the Company are
given in note no. 3.1 (a to f) to the Financial Statements.

As explained to us physical verification of inventory has been conducted by the management
under Perpetual Inventory Programme at regular intervals during the year except for stock of
work in progress and finished goods in few units where these are verified at the year end with
reference to the inspection reports and production reports of the Production Planning
Department of such units. In regard to stocks lying with contractors/fabricators and other
parties, confirmations were received in few cases only. In our opinion the frequency of
verification is reasonable .No material discrepancies has been reported.

According to the information given to us, the Company has not granted any loans or advances
in the nature of loans, secured or unsecured to companies, firms, Limited Liability Partnerships
or other parties listed in the register maintained under section 189 of the Companies Act, 2013.
Therefore, clauses (iii) (a), (iii) (b) and (iii) (c) of Paragraph 3 of the Order are not applicable to
the Company.

The Company has complied with the provisions of section 185 and 186 of the Companies Act,
2013 in respect of loans, investments, guarantees and securities.

Based on our examination of the Company's records and according to the information and
explanations given to us, the Company has not accepted any deposits from public during the
year within the meaning of sections 73 to 76 or any other relevant provisions of the Companies
Act, 2013 and the Companies (Acceptance of Deposits) Rules 2014.

We have broadly reviewed the books of account and records maintained by the Company
pursuant to the Companies (Cost Records and Audit) Rules 2014 prescribed by the Central
Government under section 148(1) of the Companies Act, 2013 and are of the opinion that prima




facie the prescribed accounts and records have been made and maintained. However, we are
not required to and have not carried out any detailed examination of such accounts and records.

vii) (a) According to the information and explanations given to us, in our opinion, the Company is
generally regular in depositing with appropriate authorities undisputed statutory dues including
Provident Fund, Employees' State Insurance, Income Tax, Sales Tax, Service Tax, duty of
Customs, duty of Excise, Value Added Tax, Goods and Service Tax, Cess and any other
statutory dues as applicable to it. ~

(b) According to the information and explanations given to us, no undisputed amounts payable in
respect of Provident Fund, Employees State Insurance, Income Tax, Sales Tax, Service Tax,
duty of Customs, duty of Excise, Value Added Tax, Goods and Service Tax, Cess and any other
statutory dues were outstanding as at March 31, 2019 for a period of more than six months
from the date they became payable.

(c) According to the information and explanations given to us, the particulars of Income Tax, Sales

Tax, Service Tax, duty of Customs, duty of Excise, Value Added Tax, Goods and Service Tax
which have not been deposited on account of dispute are as under:

(Rs. in Crore)

Nature . Amqunt . \
| st No. Narsne of the of the Pending paid Forum where_ dispute is
Statute Dues Amount under pending
protest
21.26 5.70 | Assessing Officer
Dy. Commissioner / Jt.
Central Sales Tax 42758 74.88 | Commissioner /
Act, Value Added | Sales Commissioner (Appeals)
1 | TaxandSales | Tax, 32584 | 120.35 | Appeliate Tribunal
-Sr?axt?sd of various | VAT 404.05 |  29.39 | Various Appeliate Authorities
35.33 8.72 | High Court
4.84 4.84 | Supreme Court
81.45 4.32 | Commissioner (Appeals)
2 Central Excise Excise 87.96 7.64 | Appellate Tribunal
Act, 1944 Duty 59.84 5.19 | High Court
0.55 0.55 | Supreme Court
ierVi_Ce Tax under Senvice 0.06 0 | Assessing Officer
3 t1 ;95'”3”09 A . 16.26 0.27 | Commissioner (Appeals)
944 .45 22.57 | Appellate Tribunal
4 | Customs Act,1962 gﬂfj"m 5801 580 | High Court
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viii)  According to the records of the Company examined by us and the information and explanations
given to us, the Company has not defaulted in repayment of loans or borrowings to financial
institutions, banks or Government. The Company has not issued any debentures.

ix)  According to the records of the Company examined by us and the information and explanations
given to us, the Company has not raised any monies by way of initial public offer or further public
offer (including debt instruments) and term loans. Hence, the same is not applicable to the
Company.

X) During the course of our examination of the books and records of the Company, carried out in
accordance with the generally accepted auditing practices in India, and according to the
information and explanations given to us, no fraud by the Company or any fraud on the Company
by its officers or employees has been noticed or reported during the year.

xi)  In terms of Notification no. G.S.R. 463(E) dt. 05-06-2015 issued by the Ministry of Corporate
Affairs, the provisions of section 197 of the Companies Act, 2013 relating to managerial
remuneration are not applicable to the Company.

xi)  Since the Company is not a nidhi Company, provisions of clause no. 3(xii) do not apply to the
Company;

xii)  According to the records of the Company examined by us and the information and explanations
given to us, the related party transactions are in compliance with section 177 and 188 of the
Companies Act, 2013 and have been disclosed in the Financial Statements.

xiv)  Based on our examination and the information and explanations given to us, the Company has
not made any preferential allotment or private placement of shares or debentures during the year
under review. Therefore, provision of clause no. (xiv) is not applicable to the Company.

xv)  Based on our examination and the information and explanations given to us, the Company has
not entered into any non-cash transactions with directors or persons connected with them.

xvi)  Based on our examination and the information and explanations given to us, the Company is not
required to be registered under section 45-IA of the Reserve Bank of India. Act, 1934.

For Raj Har Gopal & Co. For Tiwari & Associates For Mahesh C. Solanki & Co.
Chartered Accountants Chartered Accountants Chartered Accountantsm ]
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“ANNEXURE B” TO THE INDEPENDENT AUDITORS’ REPORT OF EVEN DATE ON THE
STANDALONE FINANCIAL STATEMENTS OF BHARAT HEAVY ELECTRICALS LIMITED

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

We have audited the internal financial controls over financial reporting of Bharat Heavy Electricals
Limited (“the Company”) as of March 31, 2019 in conjunction with our audit of the Standalone financial
statements of the Company for the year ended on that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal financial controls
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. 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 Company'’s policies, the safeguarding of its assets, the prevention and detection
of frauds and errors, the accuracy and completeness of the accounting records, and the timely
preparation of reliable financial information, as required under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the 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”) and the Standards on
Auditing, issued by ICAl and 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 Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance about whether adequate internal financial controls
over financial reporting 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 judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion on the Company’s internal financial controls system over financial reporting.

Meaning of Internal Financial Controls Over Financial Reporting




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

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

In our opinion, the Company has, 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, 2019, based on the internal control over financial reporting criteria
established by the Company considering the essential components of internal control stated in the
Guidance Note on Audit of Internal Financial Controls Over Financial Reporting issued by the Institute
of Chartered Accountants of India.

For Raj Har Gopal & Co. For Tiwari & Associates For Mahesh C. Solanki & Co.

Chartered Accountants Chartered Accountants Chartered Accountants
FRN - 002074N . FRN - 006228C

¢ Partner = Partner
e
M. No. 081&5\&/ M. No. 085747 M. No. 413515

Place : New Delhi

Date :

May 27 , 2019
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“ANNEXURE C” TO INDEPENDENT AUDITOR’S REPORT

Directions issued by the Comptroller & Auditor General of India under Section 143(5) of the
Companies Act, 2013 indicating the areas to be examined by the Statutory Auditors during the course
of audit of annual accounts of Bharat Heavy Electricals Limited (Standalone) for the year 2018-19

S. | Areas Examined
No.

Replies

1 Whether the Company has system in
place to process all the accounting
transactions through IT system. If yes, the
implications of processing of accounting
transactions outside IT system on the
integrity of the accounts along with the
financial implications, if any may be
stated.

Yes, the Company has system in place to process all the
accounting transactions through IT system.

2 | Whether there is any restructuring of an
existing loan or cases of waiver / write off
of debts / loans / interest etc. made by a
lender due to the company's inability to
repay the loan? If yes, the financial impact
may be stated.

According to the information and explanations given to
us and based on our examination of the records of the
company, there has been no restructuring/ waiver/ write
off of debts/loans/interest etc. made by a lender due to
the company'’s inability to repay the loan

3 | Whether fund received / receivable for
specific schemes from Central / State
agencies were properly accounted for
lutilized as per its term and conditions?
List the cases of deviation. '

Fund received / receivable for specific schemes from
Central / State agencies were properly accounted for
Iutilized as per its term and conditions

For Raj Har Gopal & Co.
Chartered Accountants
FRN - 002074N

Partner
M. No. 081085

Place : New Delhi
Date: May?27 ,2019

For Tiwari & Associates
Chartered Accountants
FRN - 002870N

Partner
M. No. 085747

For Mahesh C. Solanki & Co.
Chartered Accountants
FRN - 006228C
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Raj Har Gopal & Co. Tiwari & Associates Mahesh C. Solanki & Co.

Chartered Accountants Chartered Accountants Chartered Accountants
412, Ansal Bhawan T-8 Green Park 803, Airen Heights,PU-3
16, Kasturba Gandhi Marg Extension Scheme No.54

New Delhi-110001 New Delhi -110016 A.B Road, Indore 452010

INDEPENDENT AUDITOR’S REPORT

TO THE MEMBERS OF
BHARAT HEAVY ELECTRICALS LIMITED

Report on the Audit of the Consolidated Financial Statements
Opinion

We have audited the accompanying consolidated financial statements of BHARAT HEAVY ELECTRICALS
LIMITED hereinafter referred to as “the holding company”)and its subsidiary (the holding Company and its
one subsidiary collectively referred to as “the Group”) and three jointly controlled entities, comprising of the
consolidated balance sheet as at 31st March, 2019, the consolidated statement of profit and loss (including
other comprehensive income), the consolidated statement of changes in equity and the consolidated cash
flow statement for the year then ended, and a summary of the significant accounting policies and other
explanatory information (hereinafter referred to as “the consolidated financial statements”).

In our opinion and to the best of our information and according to the explanations given to us, the aforesaid
financial statements give the information required by the Companies Act, 2013 (“the Act) in the manner so
required and give a true and fair view in conformity with the Indian Accounting Standards prescribed under
section 133 of the Act read with the Companies (Indian Accounting Standards) Rules 2015, as amended,
(“Ind AS") and other accounting principles generally accepted in India, of the state of affairs of the Company
as at March 31, 2019, the consolidated profit and total consolidated comprehensive income, consolidated
statement of change in equity and its consolidated cash flow statement for the year ended on that date.

Basis for Opinion

We conducted our audit of the consolidated financial statements in accordance with the Standards on
Auditing (SAs) specified under section 143 (10) of the Companies Act, 2013. Our responsibilities under those
Standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Company in accordance with the Code of Ethics
issued by the Institute of Chartered Accountants of India together with the ethical requirements that are
relevant to our audit of the consolidated financial statements under the provisions of the Companies Act,
2013 and the Rules thereunder, and we have fulfilled our other ethical responsibilities in accordance with
these requirements and the Code of Ethics. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion on the consolidated financial statements.
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Key Audit Matters

Key audit matters are those matters that in our professional judgement were of most significance in our audit
of the consolidated financial statements of the current period. These matters were addressed in the context
of our audit of the consolidated financial statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters. We have determined the matters described below to be
the key audit matters to be communicated in our report.

Key Audit Matter

Auditor’s Response

Accuracy of recognition, measurement,
presentation and disclosures of
revenues and other related balances in
view of adoption of Ind AS 115
“Revenue from contracts with
Customers” (Revenue Accounting
Standard) applicable from 1st April 2018.

The application of the new revenue
accounting standard from current financial
year involves certain key judgments
relating to identification of distinct
performance obligations, determination of
transaction price of identified performance
obligations, the appropriateness of the
basis used to measure revenue recognized
over a period, and disclosures including
presentations of balances in the financial
statements.

Estimated efforts is a critical estimate to
determine revenue, as it requires
consideration of progress of the contract,
efforts incurred till date, efforts required to
complete the remaining performance
obligation.

Refer Notes 52 to the consolidated
financial statements.

Principal Audit Procedures

We assessed the Group’s Company's internal process to identify
the impact of adoption of the new revenue accounting standard.
Our audit approach consisted testing of the design and operating
effectiveness of internal controls and procedures as follows:

» Evaluated the design of internal controls relating to
implementation of the new revenue accounting standard.

» Selected a sample of existing continuing contracts and
new contracts, and tested the operating effectiveness of
the internal control, relating to identification of the distinct
performance  obligations and determination  of
transaction price.

» Tested the relevant information, accounting systems and
change relating to contracts and related information
used in recording and disclosing revenue in accordance
with the new revenue accounting standard.

» Reviewed a sample of contracts to identify possible
delays in achieving milestones, which require change in
estimated efforts to complete the remaining performance
obligations.

= Performed analytical procedures and test of details for
reasonableness and other related material items.

Assessment and recoverability of Trade
Receivables and Contract Assets

The Group have trade receivables
outstanding (Net) of Rs.15947.01 crore

Principal Audit Procedures

We have assessed the Group's internal process to recognize the
revenue and review mechanism of trade receivables and contract
assets. Our audit approach consisted testing of the design and

FRIN No.
0C2074N




and contract assets (Net) of Rs.22296.77
crore at the end of March 31, 2019

These balances are related to revenue
recognized in line with Ind AS 115
“Revenue from contracts with customers”
for ongoing contracts and completed
contracts. The assessment of its
recoverability is a key audit matters in the
audit due to its size and high level of
management judgment

Refer Notes 6,10,12,17,52(d) to the

operating effectiveness of internal controls and procedures as

follows:

Evaluated the process of invoicing, verifications, and
reconciliations with customers.

Obtained the list of project wise outstanding details and
its review mechanism by the management.

Reviewed the guidelines and policies of the Company on
impairment of trade receivables and contract assets.

Tested the accuracy of aging of trade receivables and
contract assets at the year end on sample basis.

consolidated financial statements.

= Performed analytical procedures and test of details for
reasonableness, recoverability and other related
material items.

Information Other than the Consolidated Financial Statements and Auditor’s Report Thereon

The Company’s Board of Directors is responsible for the preparation of the other information. The other
information comprises the information included in Management Discussion and Analysis, Board's Report
including Annexures to Board's Report, Business Responsibility Report, Corporate Governance and
Shareholder’s information, but does not include the consolidated financial statements and our auditor's report
thereon.

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

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

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Management’s Responsibility for the Consolidated Financial Statements
The Company’s Board of Directors is responsible for the matters stated in Section 134(5) of the Companies

Act, 2013 (“the Act”) with respect to the preparation of the consolidated financial statements that give a true
and fair view of the consolidated financial position, consolidated financial performance, consolidated total




comprehensive income, consolidated statement of change in equity and consolidated cash flow statement of
the Group in accordance with the Ind AS and other accounting principles generally accepted in India. This
responsibility also includes maintenance of adequate accounting records in accordance with the provisions
of the Act for safeguarding the assets of the company and for preventing and detecting frauds and other
irregularities; selection and application of appropriate accounting policies; making judgments and estimates
that are reasonable and prudent; and 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.

In preparing the consolidated financial statements, the Board of Directors of the companies included in the
Group are responsible for assessing the Group’s ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concem basis of accounting unless the
Management either intends to liquidate the Group or to cease operations, or has no realistic alternative but
to do so.

The respective Board of Directors of the company included in the group aré responsible for overseeing the
Group’s financial reporting process.

Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements

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

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

e |dentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

e Obtain an understanding of internal financial controls relevant to the audit in order to design audit
procedures that are appropriate in the circumstances. Under section 143(3)(i) of the Companies Act,
2013, we are also responsible for expressing our opinion on whether the companies have adequate
internal financial controls system in place and the operating effectiveness of such controls.

. Evaluate the appropriate'ness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.




¢ Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events
or conditions that may cast significant doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the financial statements or, if such disclosures are inadequate,
to modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of
our auditor's report. However, future events or conditions may cause the Group to cease to continue
as a going concern.

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

Materiality is the magnitude of misstatements in the consolidated financial statements that, individually or in
aggregate, makes it probable that the economic decisions of a reasonably knowledgeable user of the financial
statements may be influenced. We consider quantitative materiality and qualitative factors in (i) planning the
scope of our audit work and in evaluating the results of our work; and (i) to evaluate the effect of any identified
misstatements in the financial statements.

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

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

From the matters communicated with those charged with governance, we determine those matters that were
of most significance in the audit of the consolidated financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because the adverse consequences of doing so would
reasonably be expected to outweigh the public interest benefits of such communication.

Other Matters

(@) We did not audit the financial statements of one subsidiary, whose financial statements reflect total
assets of Rs. 21.03 crore and net assets of minus Rs 13.73 crore as at 31st March, 2019, total revenues
of Rs. 18.76 crore and net cash flows amounting to minus Rs. 0.23 crore for the year ended on that date
as considered in the consolidated financial statements.

The consolidated financial statements also includes the group’s share of net profit of Rs 27.03 crore and
other comprehensive income of Rs 0.02 crore for the year ended 31st March, 2019 as considered in the
consolidated financial statements in respect of jointly controlled entities [one subsidiary and one jointly
controlled entity]. 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 financial statements, in




so far as it relates to the amounts and disclosures included in respect of these subsidiary and jointly
controlled entity, and our report in terms of sub-sections (3) and (11) of Section 143 of the Act, insofar
as it relates to the aforesaid subsidiary and jointly controlled entity , is based solely on the reports of the
other auditors.

(b) We did not audit the financial statements of two jointly controlled entities. The consolidated financial
statements also include the group’s share of net loss of Rs 212.63 crore and other comprehensive
income of Rs NIL for the year ended 31st March, 2019 as considered in the consolidated financial
statements in respect of these jointly controlled entities. These financial statements are unaudited and
have been furnished to us by the management and our opinion on the consolidated financial statements,
in so far as it relates to the amounts and disclosures included in respect of these jointly controlled entities,
and our report in terms of sub-sections (3) and (11) of Section 143 of the Act in so far as it relates to the
aforesaid jointly controlled entities, is based solely on such unaudited financial statements.

Our opinion on the consolidated financial statements, and our report on other legal and regulatory
requirements below, is not modified in respect of the above matters with respect to our reliance on the work
done and the reports of the other auditors and the financial statements certified by the management.

The accounts of Powerplant Performance Improvements Ltd. a Joint Venture of BHEL have not been
consolidated as the said company is under liquidation and full amount of equity investment has been
provided. The accounts of Dada Dhuniwale Khandwa Power Limited also have not been consolidated as the
said company is under liquidation and investment has been provided.

Our opinion is not modified in respect of these matters.

Report on Other Legal and Regulatory Requirements

1. As required by Section 143 (3) of the Act based on our audit and on the consideration of audit report of
subsidiary, jointly controlled entities as referred in “ Other Matters” paragraph, we report, to the extent
applicable, that:

(a) We have sought and obtained all the information and explanations which to the best of our knowledge
and belief were necessary for the purposes of our audit of the aforesaid consolidated financial statements;

(b) In our opinion, proper books of account as required by law relating to preparation of the aforesaid
consolidated financial statements have been kept so far as it appears from our examination of those books
and the reports of the other auditors;

{c) The consolidated balance sheet, the consolidated statement of profit and loss (including other
comprehensive income), consolidated statement of changes in equity and the consolidated cash flow
statement dealt with by this report are in agreement with the relevant books of account maintained for the
purpose of preparation of the consolidated financial statements;

(d) In our opinion, the aforesaid consolidated financial statements comply with the Indian Accounting
Standards spe0|f ied under Section 133 of the Act read with the Companies (Indlan Accountlng Standards)
i




(e) In terms Notification no. G.S.R. 463(E) dtd. 05-06-2015 issued by the Ministry of Corporate Affairs, the
provision of Section 164(2) of the Companies Act, 2013 in respect of disqualification of directors are not
applicable to the Company;

(f) With respect to the adequacy of the internal financial controls over financial reporting of the holding
company, its subsidiary company and jointly controlled entities incorporated in India and the operating
effectiveness of such controls, refer to our separate Report in “Annexure A”;

(g) With respect to the other matters to be included in the Auditor's Report in accordance with Rule 11 of the
Companies (Audit and Auditor's) Rules, 2014 to the extent applicable ,in our opinion and to the best of our
information and according to the explanations given to us and based on the consideration of the report of
other auditors on separate financial statements as also the other financial information of the subsidiary
company and jointly controlled entities, as noted in “Other Matters” paragraph;

i. The consolidated financial statements disclose the impact of pending litigations on the consolidated
financial position of the Group and jointly controlled entities— Refer Note 42 to the consolidated financial
statements;

ii. Provision has been made in the consolidated financial statements, as required under the applicable law or
Indian accounting standards, for material foreseeable losses, if any, on long-term contracts — Refer Note 51
to the consolidated financial statements in respect of such items as it relates to the Group and jointly
controlled entities and

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 jointly controlled companies
incorporated in India.

For Raj Har Gopal & Co. For Tiwari & Associates For Mahesh C. Solanki & Co.
Chartered Accountants Chartered Accountants Chartered Accountants
FRN - 002074N FRN - 002870N FRN - 006228C
(—4& >
(CA Gopal Kk y ~
Partne 50»\,,,{3\})/ Partne\r\\m Partner

M. No. 081085~ M. No. 085747 M. No. 413515

Place : New Delhi
Date : May 27, 2019



ANNEXURE “A” TO THE INDEPENDENT AUDITOR'S REPORT OF EVEN DATE ON THE
CONSOLIDATED IND AS FINANCIAL STATEMENTS OF BHARAT HEAVY ELECTRICALS LIMITED

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

In conjunction with our audit of the consolidated Ind AS financial statements of the Company as of and for
the year ended March 31, 2019, we have audited the internal financial controls over financial reporting of
Bharat Heavy Electricals Limited (hereinafter referred to as “the Holding Company”) as of that date. We did
not audit the financial statements of one Subsidiary and three Jointly Control Entities out of which one Jointly
Control Entity and one Subsidiary have been audited by the other Auditor and two Jointly Control Entities are
unaudited.

Management’s Responsibility for Internal Financial Controls

The respective Board of Directors of the Holding company, its subsidiary company and jointly controlled
companies, which are companies incorporated in India, are responsible for establishing and maintaining
internal financial controls 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
(ICAl). 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 Companies Act, 2013.

Auditor’s Responsibility

Our responsibility is to express an opinion on the 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 ICAl and the
Standards on Auditing, issued by ICAl and 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 issued by the Institute of
Chartered Accountants of India. Those Standards and the Guidance Note require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether adequate
internal financial controls over financial reporting 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
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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.

Meaning of Internal Financial Controls Over Financial Reporting

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

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.

Other Matters

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 subsidiary company and three
jointly controlled entities, which are companies incorporated in India, is based on the corresponding report of
the auditor of one jointly controlled entity and one subsidiary company incorporated in [ndia and management
certificate of other two jointly controlled entities incorporated in India.

Opinion

In our opinion, the Holding Company, its one subsidiary company and three jointly controlied entities, which
are entities 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
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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.

For Raj Har Gopal & Co. For Tiwari & Associates For Mahesh C. Solanki & Co. -
Chartered Accountants Chartered Accountants Chartered Accountants
FRN - 002074N FRN - 002870N FRN - 006228C
/& O <_ . i
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(CA Gopal léhg\) P /£2/ (CA. Sandee ‘S ndill) /g (CA.Rajat Jain)
Partner \6\’: x\y;\'\‘/ Panne\%/% Partner

M. No. 081085 M. No. 085747 M. No. 413515

Place : New Delhi
Date : May 27, 2019
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‘Bharat Heavy Eléctricals Limited

Date: May 27, 2019

Sub:- Declaration pursuant to regulation 33 of the SEBI (LODR), 2015

The report of Auditor is with unmodified opinion with respect to the Audited Ind AS

financial results (standalone and consolidated) of the company for the year ended March
31, 2019.

Do

- Arun Kumar

GM (Finance)
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