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MERCHEM LIMITED

Directors” Report

To,
The Members,

On behalf of the Board, your Directors’ take immense pleasure to present the Twenty Sixth Board’s
Report, together with the Balance Sheet, Profit and Loss Account and Cash Flow Statements, for the
Financial Year ended March 31, 2020.

I.FINANCIAL PERFORMANCE:

The Standalone Financial Statements for the Financial Year ended 3 1" March 2020, forming part of
this Annual Report, have been prepared in accordance with the Accounting Standards as notified by
the Institute of Chartered Accounts of India.

During the year under review, the management undertook major repairs and renovation activities for
your company. The said renovation and refurbishment activities at “Panoli” Ankleshwar is in the
final stage of completion. The management expects that the commercial production at the said
location is expected to commence by the beginning of third quarter of the current financial year. The
total loss before exceptional items and tax was Rs. 113,809,295/-. The Financial performance of the
company from other activities is tabled below. Directors are hopeful for better results in the current
financial year with the start of commercial production.

The table below provides the Key highlights of the financial performance of the Company for the
year ended March 31, 2020 on Standalone Basis as compared to the previous year:

Particulars Amount Amount Amount Amount

(In Rs.) (InRs.) (In Rs.) (In Rs.)

2019-2020 2019-2020 2018- 2018-2019
2019
Net Revenue from Operations 49,293,735 NIL
Other Income 18,53,704 2.00,000
TOTAL INCOME
Profit Before Finance Cost & 16,76,200 (33,635,243)
Depreciation and Tax (PBDIT)
Less: Finance costs 93,021,433 667,012,740
Profit Before Depreciation & Tax (91345233) (700,647,983)
(PBDT)
Less: Depreciation 22,464,062 118,477,814
Profit Before Tax exceptional | - (113,809,295) _(819,125,79_7)_
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items and tax (Net) . (138,495,319)
Profit Before Tax . (957,621,116)
Less: Provision for Income Tax
Current Tax - -
Deferred Tax (Net) - (221,839,031)
Income tax for earlier
years = =
Profit After Tax (113,809,295) (1,179,460,147)
Add: Balance Brought Forward (2,393,262,062) (1,213,801,916)
from Previous year
Less : Transfer to General Reserve - =
(2,507,071,356) (2,393,262,062)
Closing Balance of Profit & Loss
Account

STATE OF AFFAIRS OF THE COMPANY:
The application moved by the ex-promoter of the company and his associate companies before the

Hon’ble National Company Law Appellate Tribunal, New Delhi challenging the Resolution Plan
approved for Merchem Limited by NCLT, Chennai has been dismissed by the Tribunal on 29" July
2020, giving certain directions to the Resolution Applicant and the Petitioner. The Resolution
Applicant has complied with the said direction within the stipulated time to the Adjudicating
Authority.

Your holding company, Acme Chem Ltd, have put in the entire amount as envisaged in the approved
Resolution Plan for Merchem Limited into your company by subscribing to Equity and Preference
shares of your company.

HIGHLIGHTS OF PERFORMANCE OF SUBSIDIARY COMPANIES /ASSOCIATE CONCERNS:

The company does not have any subsidiaries or associate companies.

MERGER/DEMERGER OF GROUP COMPANIES:

Your company would like to apprise you that your company is contemplating a scheme of
Amalgamation wherein the Chemical Division of your holding company M/s. Acme Chem Ltd, will
demerge and shall merge/amalgamate with your company.. The Board of Directors of both the
companies would be deliberating the matter further and take an appropriate decision in this regard.
This will result in consolidation of rubber chemical business of the Group into one entity, reduction

in cost, operational efficiency etc.
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DIVIDEND:

The Board of Directors have not recommended any dividend for the Financial Year 2019-20, owing
to current and carried forward losses.

TRANSFER TO RESERVES:

Your company has not transferred any amount to the General Reserve for the financial year ended
31st March, 2020.

TRANSFER OF UNCLAIMED DIVIDEND TO INVESTOR EDUCATION AND PROTECTION
FUND:

The provisions of Section 125(2) of the Companies Act, 2013 do not apply as the Company has not
declared any dividend since long.

PARTICULARS OF LOANS, ADVANCES, GUARANTEES AND INVESTMENTS:

During the year, your company has not made any loans, advances, guarantee. Details of Investments
made under the provisions of Section 186 of the Act are given in the notes to the Financial

Statements.

DISCLOSURE OF CONTRACTS OR ARRANGEMENTS WITH RELATED PARTIES:

The details of contracts and arrangements with related parties pursuant to clause (h) of sub-section
(3) of section 134 of the Act and Rule (8) of the Companies (Accounts) Rules,2014 is attached to this
report in Form AOC-2. as Annexure “B”.

DEPOSITS:

Your company has not accepted or renewed any deposits from public within the meaning of Section
73 of the Act read with Companies (Acceptance of Deposits) Rules, 2014 during the year.

ILBUSINESS:

BOARD COMPOSITION:

Your Company consists of Qualified Professionals and great visionaries who possess long term
experience of working in the Rubber Chemical Industry and provide strategic direction and guidance
to the organization. The Board consists of 2 Promoter Directors , 2 Non-Executive Non-Independent

Directors.
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DIRECTORS AND KEY MANAGERIAL PERSONNEL:

As on 31" March, 2020, the Board is made up of 4 directors.

During the year Mr. Ravindra Kumar Tiwari resigned from office of Director with effect from 05"

November, 2019 due to certain personal reasons. Subsequently, the Board at its meeting held on the
23" day of November, 2019 approved the appointment of Mr. Anil Kumar Nagpal, as an Additional
Director with immediate effect. However, Mr. Anil Kumar Nagpal resigned from the Office of
Directorship citing health related issues and ceased to be a Director with effect from 23.04.2020. Mr.
Bhadresh Pranlal Kansara, who was serving the Company as a Technical Consultant has been
appointed as Additional Director of the Company. Mr. Kansara shall hold office up-to the next
Annual General Meeting or the last date on which Annual General Meeting should have been held,
whichever is earlier. The Board recommends the re-appointment of Mr. B.P. Kansara, as Non-
Executive Non-Independent Director of the company.

The Board places on record its appreciation for valuable contribution made by Mr. Anil Kumar
Nagpal during his tenure as Director of the company.

In accordance with the provisions of section 152 of the Companies Act, 2013 and the Articles of
Association of the Company, Mr. Sajjan Kumar Sharma (DIN : 08250465) will retire by rotation at
the 26" Annual General Meeting and being eligible had offered himself for re-appointment.

NUMBER OF MEETINGS OF THE BOARD:

The Board met 11 times during the Financial Year 2019-20 in accordance with the provisions of
Section 173 of the Companies Act, 2013. The maximum gap between any two meetings did not
exceed 120 days.

DIRECTORS’ RESPONSIBILITY STATEMENT:

Pursuant to the provisions of Section 134(3)(c ) read with Section 134(5) of the Act, the Board of
Directors, to the best of its knowledge and ability, confirm that :

(a) in the preparation of the annual accounts, the applicable accounting standards have been
followed and that no material departure have been made from the same;

(b) such accounting policies have been selected and applied consistently and made

judgments and estimates that are reasonable and prudent so as to give a true & fair view
of the state of the affairs of the company as on 31 March, 2020 and the profit/loss for the

year ended on that date.
ﬁ\@\/
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(©) proper and sufficient care for the maintenance of adequate accounting records in
accordance with the provisions of the Companies act, 2013 for the safeguarding the
assets of the company and for preventing and directing fraud and other irregularities;

(d) the Annual Accounts are prepared on a going concern basis.

(e) the internal financial controls were in place and that such internal financial controls are
adequate and were operating effectively; and

€] the systems to ensure compliance with the provisions of all applicable laws and were
devised and such systems were adequate and operating effectively.

COMPANIES POLICY RELATING TO DIRECTORS’ APPOINTMENT,
REMUNERATION & DISCHARGE OF THEIR DUTIES.

The company abides the same policies and procedures in relation to Directors’ Appointment,
Remuneration and Discharge of Duties as is formulated and followed by its Holding Company.

DISCLOSURE OF COMPOSITION OF AUDIT COMMITTEE:

The company is not required to constitute any such committee as the provisions of section 177 of the
Companies Act, 2013 do not apply to your company.

IILLAUDIT:

STATUTORY AUDITORS:

Pursuant to the recommendation of Directors, the Board has approved the appointment of M/s. Lodha
& Co., Chartered Accountants (FRN — 301051E) as the Statutory Auditor of the company for a
period of 5(Five) Years from the conclusion of 25" Annual General Meeting to 30" Annual General
Meeting. The said appointment was ratified by the members of the company.

In this regard, M/s. Lodha & Co., Chartered Accountants have submitted their written consent stating
that they are eligible and qualified to be re-appointed as Statutory Auditors of the Company in terms
of Section 139 of the Companies Act, 2013 and also satisfy the criteria provided in Section 141 of the
Companies Act, 2013.

AUDITORS’ REPORT:

There are no qualifications, reservations or adverse remarks made by M/s. Lodha & Co, the Statutory
Auditors in their Report for the Financial Year ended 3 1" March, 2020.

W
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COST AUDIT:

The provisions of section 148 of the Companies Act, 2013 relating to Cost Audit requirements are
not applicable to your company.

IV.SOCIAL RESPONSIBILITY AND SUSTAINABILITY:

CORPORATE SOCIAL RESPONSIBILITY:

The provisions of Section 135 of the Companies Act, 2013 read with the Companies (Corporate
Social Responsibility Policy) Rules, 2014 are not applicable to your company.

INFORMATION REQUIRED UNDER THE SEXUAL HARASSMENT OF WOMEN
AT WORKPLACE (PREVENTION, PROHIBITION AND REDRESSAL) ACT, 2013:

An Internal Complaints Committee (ICC) has been set-up to redress complaints received regarding
sexual harassment. The Policy has set guidelines on the re-dressal and enquiry process that is to be
followed by the complaints and the ICC whilst dealing with issues related to sexual harassment at the
work place. All women employees (permanent, contractual, temporary, trainees etc.) are covered
under this Policy. The Company has not received any complaint of sexual harassment during FY
2019-2020.

PARTICULARS REGARDING CONSERVATION OF ENERGY AND
RESEARCH AND DEVELOPMENT AND TECHNOLOGY ABSORPTION:

A. Conservation of energy :
i) The steps taken or impact on conservation of energy:
The company has been continuously giving at most emphasis and high priority to energy
conservation. Optimum use of energy is ensured by close monitoring of energy
consuming equipment, optimizing use of power and steam and close liaison between
energy centers and consuming points. Technical cells have been created at all units to
concentrate inter-alia on conservation of energy.

ii) The steps taken by the company for utilizing alternate sources of energy:
Steps are envisaged in keeping with the company’s policy of continuously striving for

better and better results.

iii) The capital investments on energy conservation equipment:
Company is presently making investments in energy conservation equipment.

Op e
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B. Technology Absorption:
1)  The efforts made towards technology absorption:
The company has not adopted any new technologies during the year under review for its
products.

i) The company has not imported any technologies from abroad.
iii) The company will continue to focus on strengthening the existing product range and to

sustain competitive edge and marketing position by improving the products’
effectiveness and reducing cost.

OTHER DISCLOSURES:

EXTRACT OF ANNUAL RETURN:

Form MGT -9 providing an extract of the Annual Return in terms of Section 92 of the Act and rules
made thereunder forms part of this Report as Annexure D and the same is available on the website of
the Company at https:/merchem.in/investor-information/annual report2019-20.

MATERIAL CHANGES AND COMMITMENTS AFFECTING
FINANCIAL POSITION OF THE COMPANY:

There have been no material changes affecting the Financial Position of the Company which
occurred between the end of the Financial Year to which the Financial Statements relate and the date
of this Report.

FOREIGN EXCHANGE EARNINGS AND OUTGO:

Total foreign currency used and earned

(INR in Crore)
Foreign Currency earned .
Foreign Currency used 3. 106

ADDITIONAL DISCLOSURES:

Your Directors state that no disclosures or reporting is required in respect of the following items as
there were no transactions or change during the year under review:

e Details relating to deposits covered under Chapter V of the Act.

e Issue of shares with differential rights as to dividend voting or otherwise.

e Issue of shares to the employees of the Company under any scheme (sweat equity or Stock

options)
i/’
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¢ The Company does not have any scheme or provision of money for the purchase of its own
shares by employees or by trustees for the benefit of employees.

* There was no revision in the financial statement other than as required to be done as per IAS

e There was no change in the nature of business.

e No significant or material orders were passed by the Regulators or Courts or Tribunal which
impact the going concern status and Company’s operation in future.

ACKNOWLEDGEMENT AND APPRECIATION:

Your Directors take this opportunity to thank its customers, shareholders, suppliers, bankers,
business partners, technical consultants, advocates, and State Governments for their consistent
support and encouragement to your company. Also the directors hereby convey their sincere
appreciation to all the employees of the company for their hard work and commitment in executing
the ongoing projects .

For and on behalf of the Board

3 5 N
[ j\l\"’r@ /
Narain Holani

Chairman

DIN: 00397044

Place: Kolkata
Dated: 26" August, 2020
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Chaitered Accountants

INDEPENDENT AUDITORS’ REPORT

To the Members of Merchem Limited

Report on the Audit of the Standalone Financial Statements
Oplnion

We have audited the standalone financial statements of Merchem Limited (“the Company”), which comprise
the balance sheet as at March 31, 2020, statement of Profit and Loss and statement of cash flows for the year
then ended, and notes to the financial statements, including a summary of significant accounting policies and
other explanatory notes for the year ended on that date (hereinafter referred to as “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 Act in the manner so required and give a true and fair
view in conformity with the accounting principles generally accepted in India, of the state of affairs of the
Company as at March 31, 2020, loss and Its cash flows for the year ended on that date,

Basls for Opinion

We conducted our audit 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 Auditors’
Responsibilities for the Audit of the Standalone Financial Staterents section of our report. We are independent
of the Company In accordance with the Code of Ethics issued by the Institute of Chartered Accountants of India
together with the ethical requirements that are relevant to our audit of the financial statements under the
provisions of the 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 apinion.

Information Other than the Standalone Financial Statements and Auditors’ Report Thereon

The Company’s Board of Directors is responsible for the other information. The other information comprises the
information included in the Annual report but does not include the Standalone financial statements and
Consolidated financial statements and our auditors’ report thereon. The other information as stated above is
expected to be made available to us after the date of thls Auditors’ Report.

Our opinion on the standalone 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
standalone financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated,

When we read the other information as stated above and conclude that there is a material misstatement therein
we are required to communicate to those charged with governance and describe necessary action required as
per applicable laws and regulation,

’ i/
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Responsibilities of the Management and those charged with governance for the Standalone Financlal
Statements

The Company’s Board of Directors is responsible for the matters stated in section 134(S) of the Companies Act,
2013 (“the Act”) with respect to the preparation of these Standalone financlal statements that give a true and
fair view of the state of affalrs (financial position), Profit or Loss (financial performance) and cash flows of the
Company In accordance with the accounting principles generally accepted in India, including the accounting
Standards specified under section 133 of the Act.

This responsibility also includes maintenance of adequate accounting records in accordance with the provisions
of the Act for safeguarding of 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 statement that glve a true and fair view and are
free from material misstatement, whether due to fraud or error.

In preparing the Standalone financial statements, management is responsibie 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 basls of accounting unless management either intends to liquidate the Company or to cease operations,
or has no realistic alternative but to do so.

Those Board of Directors are also responsible for overseeing the Company’s financia reporting process.
Auditors’ Responsibility for the Audit of the Flnancial 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 auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but Is not a guarantee that an audit conducted in
accordance with SAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

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

¢ 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 control 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 oplnion 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 materlal uncertainty exists related to events or
conditions that may cast signlificant doubt on the Company’s ability to continue as a going concern, If
we conclude that a materlal 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 goling
concern; and .
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* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation,

Materiality is the magnitude of misstatements In the 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 materlality and qualitative factars in (i) planning the scope of our
audit work and in evaluating the results of our work; and (ii) 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 2 statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relatlonships and other matters that
may reasonably be thought to bear on our independence, and where applicable, related safeguards.

Other Matters

The comparative financial information of the Company for the corresponding year ended March 31, 2019 were
audited by the predecessor auditor, Johney & Co, Chartered Accountants, who expressed unmodified opinion
vide their report dated June 29, 2019 and reliance has been placed by us for the purpose of the financial
statements and our report thereupon.

Our opinion is not modified in respect of this matter.
Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditors Report) Order, 2016 (“the Order”), issued by the Central
Government of India in terms of sub-section (11) of section 143 of the Companies Act, 2013, 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. Further to our comments in the annexure referred ta in the paragraph above, as required by Section 143(3)
of the Act, we report that:

a) We have sought and obtained all the information and explanatlons which to the best of our knowledge
and belief were necessary for the purposes of our audit;

b) In our opinion, proper books of account as required by law have been kept by the Company so far as it
appears from our examination of those books;

¢) The Balance Sheet, the Statement of Profit and Loss and the Cash Flow Statement dealt with by this
Report are in agreement with the books of account;

d) In our opinion, the aforesaid Standalone financial statements comply with the Accounting Standards
specified under Section 133 of the Act, read with Rule 7 of the Companies (Accounts) Rules, 2014;

e} On the basis of the written representations received from the directors as on March 31, 2020 taken on
record by the Board of Directors, none of the directors is disqualified as on March 31, 2020 from being
appointed as a director In terms of Section 164 (2) of the Act; and

f) Regarding adequacy of the internal financial controls with reference to financial statements of the
Company and the operating effectiveness of such controls, refer to our separate Report in “Annexure
B". Our report expresses an unmodified opinion on the adequacy and operating effectiveness of the
Company'’s internal control with reference to financlal statements.
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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 financlal position in its financial
statements — Refer Note no. 30(A) to the financial statements;
ii. The Company does not have any long-term contracts, including derivative contracts, for which
there were any material foreseeable losses; and
iil.  There were no amounts which were required to be transferred to the Investor Education and
Protection Fund by the Company.

With respect to the reporting under section 197(16) of the Act to be included in the Auditors’ Report,
provisions of sectlon 197 are not applicable to the company in absence of any payment/provision in respect
of Managerial Remuneration,

For Lodha & Co,
Chartered Accountants
Firm’s ICAl Reglstration No.:301051E

R-P-S g
Place: Kolkata o3l KOLKATA ; R. P. Singh
Date: August 22, 2020 \25, : Partner
\\\s{l‘f«. - Membership No: 52438

= UDIN: 052438AAAACQ2148
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ANNEXURE “A” TO THE AUDITORS’ REPORT OF EVEN DATE:

i} a.  The Company has maintained proper records showing full particulars, including quantitative
detalls and situations of fixed assets,

b.  The Company has a program of verification which has been revised during the year considering
the prevailing situation to cover all the items of fixed assets in a phased manner which, in our
opinion, is reasonable having regard to the size of the company and the nature of its assets.
Pursuant to this program, certain fixed assets have been physically verified by the management
during the year. According to the information and explanation given to us, no material
discrepancies were noticed on such verifications.

. According to the information and explanations given to us, the records examined by us and based
on the conveyance deeds provided to us, we report that, the title deeds, comprising all the
immovable properties of land and building which are freehold/leasehold, are held in the name of
the Company as on the balance sheet date. '

ii) As Informed, the company has a system of carrying out the physical verification of the Inventories
except for materials in transit and as stated such verification were carried out over the period at
reasonable intervals and discrepancies ascertained were not material and have been adjusted in
the books of accounts. The year-end verification could not be carried out due to lock-down amidst
COVID-19 pandemic. The Inventories as on that date have been arrived at by rolling back the
receipts and Issues with respect to verification carried out on a subsequent date in presence and
supervision of an Independent firm of chartered accountant, entrusted with such responsibility.
Due to COVID’ 19 we could not attend the verification so carried out and have placed reliance on
the details, documents and reports received in this respect. The discrepancies noted during the
year were not material and have been properly dealt with in the books of the account.

iil) The Company has not granted any loans secured or unsecured to companies, firms, Limited
Liability Partnerships or other parties covered in the register maintained under Section 189 of the
Act. Accordingly, clause 3 (iii) of the Order is not applicable to the Company.

Iv) In our opinion and according to the information and explanations given to us, the Company has
not granted any loans, made investments or provided any guarantees/securlties to parties
covered under Section 185 and 186 of the Act. Accordingly, clause 3 {iv) of the Order is not
applicable to the Company.

v) The Company has not accepted any deposits during the year and does not have any unclaimed
deposit as at March 31, 2020 from public covered under Sectlons 73 to 76 or any other relevant
provisions of the Act and rules framed thereunder and therefore, the provisions of clause 3(v) of
the Order Is not applicable to the company

vi) According to the information and explanation given to us, the plant was not in operations for a
long period of time accordingly the company has undertaken the revival of the project and
capacity augmentation. Accordingly, in view of turnover of the company being less than the
threshold limit, cost records as prescribed to be maintained U/s 148(1) of the Act are not required
to be maintained by the company during the year. Accordingly, clause 3(vi) of the order is not
applicable to the company.

vii) a.  Accordingtotheinfarmation and explanations given to us, during the year, the Company has been
regular [n depositing with appropriate authorities undisputed statutory dues including Provident
Fund, Investor Education Protection fund, Employees’ State Insurance, Income Tax, Sales Tax,
Wealth Tax, Goods and Service Tax, Service tax, Custom Duty, Excise Duty, Value Added Tax, Cess
and other material statutory dues, as applicable to it.

!
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b.  According to the information and explanations given to us and as stated in Note no. 30(A) of the
Standalone financial statements, all disputed dues of sales tax, income tax, customs duty, wealth
tax, excise duty, service tax, and Cess, if any, prior to the effective date i.e. January 23, 2019 stand
extinguished in terms of the resolution plan approved by Hon'ble NCLT.

viil) The Company has not availed any loans from financial institutions or banks or Government and
has not issued any debentures. Accordingly, clause 3(viii) of the Order is not applicable to the
Company. Accordingly, clause 3{viil) of the order is not applicable to the company.

i) in our opinion and according to the information and explanations given to us, the company did
not raise any money by way of initial public offer or further public offer (including debt
instruments).

x) During the course of our examination of books of account carried out in accordance with generally

accepted auditing practices in India, we have neither come across any incidence of fraud on or by
the Company nor have we been informed of any such case by the management.

xi) According to the information and explanations give to us and based on our examination of the
records of the Company, the Company has not paid/provided for managerial remuneration during
the year. Accordingly, provislons of clause 3 {xi) of the Order is not applicable.

xil) The Company is not a Nidhi company and hence reporting under paragraph 3(xii) of the Order is
not applicable to the Company.

xiii) According to the information and explanations given to us and based on our examination of the
records of the Company, transactlons with the related parties are in compliance with Section 177
and 188 of the Act where applicable and details of such transactions have been disclosed in the
Standalone Financial statements as required by the applicable accounting standards.

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

xv) According to the information and explanations given to us and as represented to us by the
management and based on our examination of the records of the Company, the Company has not
entered Into non-cash transactions with directors or persons connected with him. Accordingly,
paragraph 3{xv) of the Order is not applicable.

xvi) The Company is not required to be registered under section 45-1A of the Reserve Bank of India Act
1934,

For Lodha & Co,
Chartered Accountants
[ Firm’s ICA] Registration No.;301051E

Place: Kolkata A & R. P. Singh
Date: August 22, 2020 S 4 Partner

Membership No: 52438
UDIN: 052438AAAACQ2148




ANNEXURE “B” TO THE INDEPENDENT AUDITORS’ REPORT
(Referred to in paragraph 3(f) under ‘Report on Other Legal and Regulatory Requirements’ of our
report of even date)

Report on the Internal Financlal Controls with reference to financial statements under Clause (i) of
Sub-sectlon 3 of Section 143 of the Companles Act, 2013 (“the Act”)

We have audited the internal financial controls with reference to financial statements of Merchem
Limited (“the Company”) as at March 31, 2020 in conjunction with our audit of the Standalone financial
statements of the Company for the year ended on that date.

Management’s Responsibllity for Internal Financlal 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 Intesnal 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.

Audltors’ Responsibility

Our responsibility is to express an opinion on the Company's internal financlal controls with reference
to financial statements 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 Institute of Chartered Accountants of India and the Standards on Auditing prescribed under Section
143(10) of the Companies Act, 2013, to the extent applicable to an audit of internal financial controls.
Those Standards and the Guidance Note require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether adequate internal financial
controls with reference to financial statements was established and malintained 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 with reference to financial statements and their operating effectiveness. Our
audit of internal financial controls with reference to financial statements included obtaining an
understanding of internal financial controls with reference to financial statements, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk. The procedures selected depend on the auditors’
judgement, including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error.

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

Meaning of Internal Financial Controls with reference to financial statements

A company's internal financial control with reference to financial statements is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of
Standalone financial statements for external purposes In accordance with generally accepted
accounting principles. A company's internal financial control with reference to financial statements
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
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that receipts and expenditures of the company are being made only In accordance with authorlsations
of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detectlon of unauthorised acquisition, use, or disposition of the company's assets
that could have a material effect an the Standalone financial statements.

Inherent Limitations of Internal Financial Controls over Financial Reporting

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

Oplnlon

In our opinion, to the best of our information and according to the explanations given to us, the
Company has, in all material respects, an adequate internal financial controls system with reference to
financial statements and such internal financial controls with reference to financial statements were
operating effectively as at March 31, 2020, based on the internal control with reference to financlal
statements criteria established by the Company considering the essential components of Internal
control stated in the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting
issued by the Institute of Chartered Accountants of India.

For Lodha & Co,
Chartered Accountants
Firm's ICAI Registration No.:301051E

Place: Kolkata | 7 R. P. Singh
Date: August 22, 2020 VI Partner

Membership No: 52438
UDIN: 052438AAAACQ2148
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MEKCHEM LIMITED .
BALANCE SHEET AS AT MARCH 31, 2020

A3 per aur Report of even date

Tor Ladha & Co,

|Amount in Rs. )
Note No. As ot As at
Particulars March 31, 2020 Mareh 31, 2019
EQUITY AND LIABILITIES
Share Holders' Funds /
Share Caphial 3 32,70,67,010 70,672,010
Reserves and Susplus 4 {28,27,83,834) (28,39,74,540)
Non Current Liabilities . - ,
Long term porrow ngs 13 1,1i,52,74,986 ( 1,14,52,74,986
tung Term Proviswas 3 42,69,062 .
Other Non-Cufreat Liabllites 7 8,73,76,325 / 36,57,036
Current Lisbllities 4
Trade Payables 8
Total Quustanding dues of Micro and Small Enterprises 1,32,54,343 / .
Tota! Outstanding dues other than Micre and Small Enterprises 3,67,14,342 / 1,32,59A4%99
Other Current Liabilities 9 1,74,19,814 / 44,63,027
Short Term Peoviglons 10 3,92,592 / .
Total 1,37,89.94,640 92.47.42,018
ASSETS
Nan Current Assels
Froperty Plant ano Equipment 11 ((
Tangible Assats 28,39,01,075 28,21,52,433
Intangible Assets 1,37,%04 \ .
Capital Work In Progress 90,17,26,700 2< $2,15,36,795
Non Current Investments 12 40,36,500 40,36,500
Cefarred Tas Assets{ Net) 13 v .
Leng Term Loans and Advances 14 1,84,50,428 - 94,61,142
Current Assats -
Inventnriey 15 * 2,11,76,554 N 36,00,000
Trade Recelvables 16 ( 3,94,74,896 / .
Cusn and Bank Ralances 17 T 98,48,200 1,74,96,007
Short Terrs Laans and advancas 18 10,01,52,986 1,63,99,197
Other Currgnt Assets . 19 . 96,64,944
Total B iy ——— 1,37,89,94,640 92.47,07 018
Signilizant Accounting Pallcias and Notes ta Accounts 210 40

.
bomy v -
Charterea Atcountants ; L \ TR -’* 1 (.'u )
d P
. . - F F M . L ). ———
R\PSM £ W F o \ Narain Holani <" Rishabn Holani
IR, P. Singh} I *; N \E (ircetor) {Director)
Bartiwt 'iO: KROLKATS : 1 TN =] DIN: 00397044 DIN: 8388293
L= : . R J
\ G /A LA AR
#lace . Kalkato Wt ; o/ N RS-
Outed . August 22, 2028 eeren P -

For and on behalt ol the 8oard of Directors of
Mercham Umited
CIN'U24299KL1934PLCOO7681
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MERCHEM LIMITED
STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED MARCH 31, 2020

{Amount In 5.}

As per our Report of even date

for Lodha & Co,
Chartered Accountdnts r
. | ; / 7
RPLA S
{R. P. Singh} iy »
Partngr ! i N

Place : Kalkata : 1 3 il
Nated - August 22, 2020 :

Harain Holani
{Drector)

Maorchem Limied

partieulars Nata No. For the year ended For the yesr ended
Mazch 30 2020 Aagrh 3 2019

INCOME
Revanaue {rom Operalions 20 4,92,93,73%
Othher Income 2 18,53,704 2,00,000
Total 5,13,47,439 2,00,000
EXPENDITURE
Purchase ol Traded Geods 2 3,80,89,a84 ¢~
Changes in Invantorles of Finished goods, Work 'n Progress and Stock-in-trade 3 {75,35,350) .
¢ mproyee Bonehits Expense 24 10,30,560 / 1,49,61,904
Finance Costs 25 9,30,21,433 / 66,70,12,740
Depreciation and Amortlzation 6 2,14,64,062 ( 11,84,77,814
Other Expenses 27 1,78,91,544 | 1,88,73,339
Yotal 16,49,56,733 B81,83,25,787
Profit/(Loss) before Exceptional ltems ang Yax {11,38,09,294| {81,91,25,757)
Exceptionsl tems (Het) 28 {13,84,95,319)
Profi/(Lows) Before Tax (11,38,09.294} 195.76,21,216})
Tax Cxpenses

Current Tas

Oeferred Tax 13 " (22.18.35,031)
Profit/ (Loss ) for the Perlod (11,36,09,294 11,17,94,60,147)
Eaming Per Equity Share (Basic ard Diluted) 9 (95.23} (382.06)

Significant Accounting Pollcies and Notes o Accounts 2t040

For and on behalf of the Board of Clrectors of

CIN:LU24259KL1894PLODOTHB1

Rishabb Hofari
{Director)
DIN: 8388293




MERCKEM LIMITED
CASH FLOW STATEMENT FOR THE YEAR ENDED MARCH 31, 2020

{Amount In fis,)

Particulars

For the year endad
March 31, 2020

For the year ended
March 31, 2019

A CASH FLOW FROM OPERATING ACTIVITIES:

Net Profil Before Tan

AdJustment for:
Depreciation and amortisation Cxpenses
Exceptional items
Loss /(Profit) on sale of Current Investment {Net)
(Prolit)fLoss on Sales/discard of fixed assets
Finance Cost
Interest Income

Operating Prafit Before Working Caplial Changes

Changes In Working Capltal:
{Increase)/Decrease in Trade Recewvables
Decrease/ ( Inurwase) in loans and advances, Other Current and None
Current 3ssers
(Increase)/ Decrease i lnventories

Increase/(Decrease) In Trade Payabies, Other liabllities and Provisions
Cash generated from/(used) In Oparations

Taxes Pald (Net)

Not Cash generatlon/(used) from Operating Activitles

B CASH FLDW FROM INVESTING ACTIVITIES:
Purchase of Property, Plant and Equipment including (ntangible Assets)
und movement in CWIP
Proceeds from Sale of Properly, Plant aud Equipment
Purchase/(Sale) of tnvesitnents (Net)
infecest Recelved
Movement in Other bank baltances
et Cash (Used)/Dcployed For Investing Activities

€ CASHFLOW FROM FINANCING ACTIVIVIES:

{11,38,09,294)

95,76,21,116)

2,24,64,062 11,84,77,814
2 13,84,95,319
{5,90,920} .
110,10,000) :
9,30,21,433 66,70,12,740
{16,007) .
59,284 (3,36,35,243)
{3,88,23,324) (47,000)
{5,04,73,113) (62,40,022)
{1,75,76,553)
1,23,27,979 106,41,792 |
(9,44,85,727] 12,92,80,473)
(9,44,85,727) [2.92,80,473]
(34,54,76,854) -
10,10,000
5,90,910
16,007
1,74,96,007 11,69,93,959)

{32,63,63,930)

11,65,93,969)

Proceeds from I5suc of Shere Capital (Net) 44,00,00,000 68,21,996

Proceeds/(Repayment) trom Borrowings(fet) 94,33,09,788

imerest and other borrowing cost paid 193,02,143) 190,33,55.305)
Net Cash {Usad)/Gengration from Financing Activitles 43,06,97,857 4,67,76,479
Net Increase/{Dacrease) In Cash and Cash Equivalents [A+B+() 98,448,200 5,02,037
Qpening Balance of Cath and Cash Equivalents 1,62,125
Less: Cash and Cash Egulvalent written olf [Reler Note ro. 34) 16.69.1621
Clusing Balance of Cash snd Cash Equivalents [Refer Noto no. 17) 98,48,200 :

Signrficant Accounting Folices and Netes to Accounts 2t0 40

As per our Repart o! even date

for Lodha & Co, [
Chartered Accountant. < "

PR M
RPusa ! /- A
{fi P, Singh) /.
vartnet i ]

/ g

Place : Kolkata \ 7/

Daled @ August 22, 2020 4 N

For and on behalf of tne Board of Directurs of
Merchem Umited
CINIU2A299KL1994PL COOT6B1 P

\.«1.,_-—— - \’\I 1(“
Narain Holant

_.rq‘_l\

{Director)
; DIN: 00357044 .
Kisheh Holoss
Rishabh Holanl
{Director)
DIN: 8388293




MERCHEM LIMITED
NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

1, BACKGROUND OF THE COMPANY:

Merchem Limited (“Company”} was incorporated on January 31, 1994 and Is domiciled in India. The Company
is presently engaged in the business of manufacturing and sale of specialty chemicals for tyre/rubber
Industries, The company has its manufacturing facility located in Panali, Gujarat, Edayar and Eloor in Kerala.
The Company has been acquired pursuant to Corporate insolvency Resolution Process [CIRP) vide resolution
plan approved by Hon'ble NCLT in terms af it's Order dated January 23, 2019 (Refer Note. 34). Currently, the

Company is a wholly owned subsidiary of Acme Chem Limited.
2. SIGNIFICANT ACCOUNTING POLICIES

2.1 BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial staternents of the company have been prepared in accordance with the generally accepted
accounting principles in India (indian GAAP). The company has prepared these financial statements in
compliance, in all material respects with the accounting standards notified under section 133 of the
Companies Act 2013, read with Companies (Accounts) Rules, 2014 and Companies (Accounting Standards)
Amendment Rules, 2016, The financial statements have been prepared on an accrual basis and under the

historical cost convention.

The accounting policies adopted in the preparation of financial statements are consistent with those of

previous year.

2.2 USE OF ESTIMATES

The preparation of financial statements in conformity with Indian GAAP requires the management to make
judgments, estimates and assumptions that affect the reported amounts of revenues, expenses, assets
and liabilities and the disclosure of contingent liabilities, at the end of the reporting pefiod. Although these
estimates are based on the management’s best knowledge of current events and actions, uncertainty
about these assumptions and estimates could result in the outcomes requlring a material adjustment to

the carrying amounts of assets or liabilities in future periods.

2.3 PROPERTY, PLANT AND EQUIPMENT [TANGIBLE ASSETS) (PPE):

Property, plant and equipment and capital work in progress are stated at cost, net of accumulated
depreciation and accumulated impairment losses, if any. The cost comprises purchase price, duties and
taxes (net of cenvat availed), inward freight and ather expenses related to acquisition or installation and
adjustment for exchange differences wherever applicable and any cost directly attributable to bring the
asset into the location and condition necessary for it to be capable of operating in the manner intended
for its use. For major projects, interest and other costs incurred on / related to borrowings attributable to

such projects or PPE during construction/installation period and related expenses are capitalized.

Caost includes the cost of replacing part of the plant and equipment and Items of stores and spares that
meet the definition of property, plant and equipment which are depreciated separately based on their
specific useful lives. Costs of day today servicing are recognised in statement of profit or loss as incurred.

Gains or losses arising from derecognition of property, plant and equipment are measured as the
difference between the net disposal proceeds and the carrying amount of the asset and are recognized in

the statement of profit and loss when the assetis derecognized.

Property, plant and equipment held for sale is valued at lower of their carrying amount and net re
value. Any write-down is recognized in the statement of profit and loss.

Capital Work-in-progress includes purchase price, construction and erection materials, interest and any
other directly attributable costs of bringing the assets to their working condition. Such costs are added to
related PPE and are classified to the appropriate categories when completed and ready for intended use.
Amaount pald tawards acquisition of PPE and outstanding as at reporting date are recognised as capital

advances under “Other Non-Current Assets”.




2.4

2.5

2.6

INTANGIBLE ASSET:

Intangible asset are stated at their cost of acquisition, less accumulated amortization and impairment
losses. An asset is recognized, where it is probable that the future economic benefits attributable to the
assets will flow to the enterprise and where its cost can be reliably measured. The depreciable amount on
intangible assets is allocated over the best estimate of its useful life on a straight-line basis.

DEPRECIATION AND AMORTISATION

Depreciation on property, plant and equipment is calculated on a straight-line basis using the rates arrived
at, based on the estimated useful lives based on technical estimates. In case of a component having useful
life different from the principal assets, they are depreciated separately over their useful lives; the
remaining components are depreciated over the life of the principal asset. The useful life of PPE for the
current period as estimated are as follows:

Class of asset Useful Life (In
Years)
Buildings 60
Factory Buildings 30
| Furniture & fixtures 15
Vehicles ' 10
_Plant and Equipments o o - 20
Computers including servers and networks 1 s
Office equipments 15

The residual value of PPE have been considered to be 5% of the original cost of such assets.

intangible assets are amortized on a straight line basis over the estimated useful economic life of the asset.
Intangible assets being Specialized Software are amortised on a straight line basis over a period of 5 years.

Depreciation and amortization on Property, Plant and Equipment and Intangible Assets added / disposed
off during the period is provided on pro-rata basis with reference to the date of addition/disposal.

Methods of providing depreciation and amortization with respect to Property, Plant and Equipment and
Intangible Assets, useful lives and residual values are reviewed, and adjusted as appropriate, at each
reporting date.

LEASES

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is or contains a lease if fulfillment of the
arrangement is dependent on the use of a specific assets and the arrangement conveys a right to use the
asset or assets, even if that right is not explicitly specified in an arrangement.

A lease is classified at the inception date as a finance lease or operating lease. Leases are classified as
finance leases whenever the terms of the lease, transfer substantially all the risks and rewards Incidental
to the ownership of an asset to the Company. All other leases are classified as operating leases.

Finance leases are capitalized at the inception of the lease at lower of its fair value and the present value
of the minimum lease payments and a liability is recognized for an equivalent amount. Any initial direct
cost of the lease is added to the amount recognized as an asset. Each Lease payment is apportioned
between finance charge and reduction of the |ease liability. The finance charge is allocated to each period
during the lease term 50 as to produce a constant periodic rate of interest on the outstanding amount of
the liabilities.

payments made under operating leases are recognized as expenses on a straight-line basis over the term
of the lease unless the lease arrangement are structured to increase In line with expected general inflation
or another systematic basis which is more representative of the time pattern of the benefits availed.
Contingent rentals, if any, arising under operating leases are recognized as an expense in the period in
which they are incurred.

Re2




2.7 INVESTMENTS

2.8

2.9

2.1
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Investments, which are readily realizable and intended to be held for not more than one year from the
date on which such investments are made, are classified as current investments. All other investments are
classified as long-term investments.

On initial recognition, all investments are measured at cost. The cost comprises purchase price and directly
attributable acquisition charges such as brokerage, fees and duties.

Current investments are carried in the financial statements at lower of cost and fair value computed
category wise. Long-term investments are carried at cost. However, provision for diminution in value
thereof is made to recognize a decline other than temporary in the value of the investments,

On disposal of an investment, the difference between its carrying amount and net disposal proceeds is
charged or credited to the statement of profit and loss.

FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currencies are accounted for at the exchange rate prevailing on the date of the
transaction. Foreign currency monetary assets and liabilities at the year end are translated at the year end
exchange rates. Non-monetary items other than fixed assets, which are carried in terms of historical cost
denominated in a foreign currency, are reported using the exchange rate at the date of transaction. The
loss or gain thereon and also on the exchange differences on seftlement of the foreign currency
transactions during the year are recognized as revenue or expense and are shown in the statement of
profit and loss.

INVENTORIES

Inventories are valued at lower of cost and net realizable value. Raw materials and other items held for
use in the production of finished goods are not written down below cost if the finished products are
expected to be sold at or above cost.

i} Cost for the purpose of raw material, traded goods, stores and spares, consumable, fuel and packing
materials comprises of purchase cost including non-reimbursable duties and taxes, carriage, clearing
and forwarding charges.

i) In respect of work in process and finished goods comprises direct materials, direct labour costs,
manufacturing and other appropriate overheads that have been incurred in bringing the inventories to
their present location and condition.

ili) Cost of inventories are determined on a FIFO basis.

Net realizable value is the estimated considering selling price in the ordinary course of business, less
estimated costs of completion and costs estimated to be incurred in relation to the sales.

Provisions are made for non/slow moving and obsolete items based on historical experience of the
utilization of the material or amount realizable thereagainst.

0 EMPLOYEE BENEFITS
Employee benefits are accrued in the year services are rendered by the employees. Short term employee
benefits are recognized as an expense in the statement of profit and loss for the year in which the related
service is rendered.

Contribution to defined contribution plans such as Provident Fund etc., is being made in accordance with
statute and are recognised as and when incurred.

Contribution to defined benefit plans consisting of contribution to gratuity are determined at close of the
year at present value of the amount payable using actuarial valuation techniques. Actuarial gain and losses
arising from experience adjustments and changes in actuarial assumptions are recognized In Statement of
profit and loss.

Other long term employee benefits consisting of Leave Encashment are determined at close of the year at
present value of the amount payable using actuarlal valuation techniques. The changes in the amount
payable including actuarial gain/loss are recognised in the Statement of profit and loss.
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2,11 REVENUE RECOGNITION

2.12

2,13

2.14

Sale of Goods

Revenue from sale of goods is recognized when all the significant risks and rewards of ownership of the
goods and/or control over the products or service are transferred to the buyer and/or product/services
are dellvered and no significant uncertainty regarding amount of consideration exists. Goods and Service
Tax (GST) and such other taxes collected on behalf of third party not being economic benefits flowing to
the Company are excluded from revenue. Returns, discounts and rebates are deducted from sales.

Interest
Interest incorme is recognized on a time proportion basis taking into account the amount outstanding
and the applicable interest rate,

Dividends
Dividend income is recognized when the Company’s right to receive dividend is established by the
reporting date.

Claims / refunds ]
Insurance and ather claims / refunds are accounted for on certainty of realisation usually as and when
accepted/ admitted.

BORROWING COSTS
Borrowing costs include interest and other cost Incurred in connection with the barrowings.

Borrowing Cost that are attributable to the acquisition and construction or instaliation of qualifying PPE
are capitalized as part of the cost of such assets. A qualifying asset is one that necessarily takes
substantlal period of time to get ready for intended use. All other borrowing cost are recognized as an
expense in the period in which they are incurred.

CURRENT AND DEFERRED TAX
Tax expense comprises current and deferred tax. Current income-tax is measured at the amount
expected to be paid to the tax authorities based on the tax rates and tax laws enacted during the period.

Deferred taxes reflect the impact of timing differences between taxable income and accounting income
and are measured using the tax rates and the tax laws enacted or substantively enacted at the reporting
date.

Deferred tax liabilities are recognized for all taxable timing differences. Deferred tax assets are
recognized for deductible timing differences only to the extent that there is reasonable certainty that
sufficient future taxable income will be available against which such deferred tax assets can be realized.
In situations where the Company has unabsorbed depreciation or carry forward tax losses, deferred tax
assets are recognized only to the extent there is virtual certainty supported by convincing evidence for
realisation thereof against future taxable profits.

The carrying amount of deferred tax assets are reviewed at each reporting date. The Company wrltes-
down the carrying amount of deferred tax asset to the extent that it is no longer reasonably or virtually
certain, as the case may be, that sufficient future taxable income will be available against which deferred
tax asset can be realized. Any such write-down is reversed during the period to the extent it becomes
reasonably or virtually certain, as the case may be, that sufficient future taxable income will be available
for utilisation of such assets,

EARNINGS PER SHARE
Basic earnings per share are calculated by dividing the net profit or loss for the period attributable to
equity shareholders by the weighted average number of equity shares outstanding during the perlod.

Diluted earnings per share is calculated using the net profit or loss for the period attributable to equity
shareholders and the welghted average number of shares outstanding during the period and are
adjusted for the effects of all dilutive potential equlty shares outstanding during the period considering
convertible preference shares and debentures except where result expected to be anti dilutive.

Re,




2,15

CASH FLOW STATEMENT
The cash flow statement is prepared by the indirect method set account in the Accounting standard 3 on
the Cash flow Statement.

Cash and cash equivalents comprise cash at bank and in hand and short-term investments that are readily
convertible into cash and which are subject to insignificant risk of changes in value with an original
maturity of three months or less.

2.16 IMPAIRMENT OF ASSETS

A

fvi” R
({of KOLKATA

Tangible assets are reviewed at each balance sheet date for impairment. In case events and
circumstances indicate any impairment, recoverable amount of assets is determined. An impairment loss
is recognized in the statement of profit and loss, whenever the carrying amount of assets either
belonging to Cash Generating Unit (CGU) or otherwise exceeds recoverable amount. The recoverable
amaunt is the higher of assets’ fair value less cost of disposal and its value in use. In assessing value in
use, the estimated future cash flows from the use of the assets are discounted to their present value at
appropriate rate.

Impairment losses recognized earlier may no longer exist or may have come down. Based on such
assessment at each reporting period the impairment loss is reversed and recognized in the Statement of
Profit and Loss. In such cases the carrying amount of the asset is increased to the lower of its recoverable
amount and the carrying amount that have been determined, net of depreciation, had no impairment
loss been recognized for the asset in prior years.

PROVISIONS AND CONTIGENT LIABILITIES

Provisions are recognised when the company has a present legal or constructive obligation as a result of
past events, and it is probable that there will be an outflow of resources will be required to settle the
obligations and the amount can be reliably estimated. Provisions are not recognised for future operating
fosses. Provisions are measured at the present value of managements best estimate of the expenditure
required to settle the present obligation at the end of the reporting period.

Contingent liabilities is not recognized and are disclosed by way of notes to the financial statements
when there Is a possible obligation arising from past events, the existence of which will be confirmed
only by the accurrence or non-occurrence of one or more uncertain future events not wholly within the
cantrol of the Company or when there is a present obligation that arises from past events where It is
either not probable that an outflow of resources will be required to settle the same or a reliable estimate
of the amount in this respect cannot be made. In the normal course of business, there are claims/counter
claims filed on or by the company. The management based on legal advice, considers whether the
likelihood of net liability devolving on the company is probable, possible or remote. When considered
remote, no disclosure is made in the financial statements.
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MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020 {Amount In Rs.)
3 SHARE CAPITAL
Particulars Asgt Sn
Note March 31, 2020 March 31, 2019
Authorlsed Share Capltal
1,20,00,000 (March 31, 2019: 1,20,00,000) Equity Shares of Rs. 10/- each 12,00,00,000 12,00,00,000
28,00,000 (March 31, 2019; 28,00,000) Preference Shares of Rs. 100/- each 28,00,00,000 28,00,00,000
40,00,00,000 40,00,00.000
Issued and Subscribad Share Capital
B7,06,701 (March 31, 2019: 7,06,701 ) Equity Shares of Rs, 10/-each 8,70,67,010 70,627,010
28,00,000 {March 31, 2019: Nll) 7% Non-Cummulative Optionally Convertible Redeemable Preference
Shares of Rs. 100/- sach 28,00,00,000 28,00,00,000
36,70,67,010 40,00,00,000

3.2

33

3.4

35

36

Pald up Share Caplital

Fully Pald up
7,06,701 {March 31, 2019: 7,06,701 } Equity Shares of Rs. 10/- fully paid up . 70,67,010 70,67,010
28,00,000 (March 31, 2013: Nil} 7% Non-Cummulative Optionally Convertible Redeemable Preference
Shares of Rs. 100/~ each fully paid-up 28,00,00,000 2
Partly Pald up 28,70,67,010 70,67,010
80,00,000 (March 31, 2019: NIl } Equity Shares partly paid (Called-up Value: Rs. 5/-par Equity Share} 4,00,00,000
32,70,67,010 70,67,010
Raconcillation of the Shares at begInning and at the end of the financlal year
Particulars b Lok
Note March 31, 2020 March 31, 2019
Equity Shares
At the beginning of the year 7,086,701 67,014,375
Lass: Reducli [ andc lid of shares pursuant to the resolution plan sanctioned by
Hon'ble NCLT 34 - 67,01,375
7,086,701 -
Add ; Alloted during the year 3.48nd34 80,00,000 7,06,701
At the end of the year 87,06,701 7,06,701
A
7% Non-C | Optlanally Convertlble Red: bile Pref e Shares
Al the beglnning of the year - 17,80,000
Less: Reductl llation and ¢ lidation of shares pursuant to the resolution plan sanctioned by
Hon'ble NCLT 38 E 17,80,000
Add ; Alloted during the year 33 18,040,000 =
At the end of the year 28,00,000 -

The company has only one class of equity shares having par value of Rs 10 per share. €ach holder of equity shares Is entitlad to one vots per share. In the event of llquidation of the company, the holders of
equity shares will be entitled to recelve remalning assets of the company, after distribution of all preferential amounts. The distribution will be in proportion to the numbar of equity shares held by the
shareholders.

The Company has Issued 7% Non Cumulative O lly Convertible Reed: ble Preference Shares aggregating ta Rs. 2,80,00,000 alioted during the year st face value of Rs. 10 sach having a conversion right
at any time before the date of redemption. The said Preferance Shares If not converted are resdemable on explry of 10 years from the date of allotment. The said preference shares have preferentiai right
ovar aqulty shares In respect to Dlvidend and payment of capital on liquidation,

During the year, the Company has (ssuad Equity shares to the Holding Company at 2 premlum of Rs. 30 per Shares. In respect of the sald shares, the company has called up Rs, 20 per Equity shares and the
same has bagn adjusted propartionately against Face Value (Rs. 5 per Shares) and Securities Premium [Rs. 15 per Shares) of the company.

Particutars of the shareholders holding more then 5% of shares in the company

Particulars Ag at March 31,2020 As at March 31, 2019
% b % bors
Equlty Shares
Acme Chem Limited 100% 87,06,701 100% 7,06,701
7% Non-Cummulative Optlonally Convertlble Redeemable Preference Shares
Acme Chem Limited 100% 28,00,000 - -

As per records of the company, including its reglster of shareholders/members and other declarations recaived from shareholders regarding beneficlal interest, the above shareholding represents both legal
and beneficial ownership of shares.

(KoLraTA)
-y _\ /J\'
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MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020 (Amount in Rs.)
4 RESERVES AND SURPLUS
Partculars S st
Note March 31, 2020 March 31, 2019
Capital Reserva 41
Government Grant Capital Investment Subsidy 20,63,07&‘/ 20,63,074
Other Capital Reserve
As per Last Balance Shect 2,05,57,38,198 /
Add: Arising on reduction and canceliatinn of share capital pursusnt ta order of NCLT 34 - 24,49,46,740
Add: Amaunis reprasenting principal ammunt of barrowings no longer payable (belng capital receipt) in
tarms of order of Hon'ble NCLT, transferred to Capital Reserve 34 - 1,81,07,91,458
2,05,57,38,198 2,05.57,38,1948
2,05,78,01,272 2,05,78,01,272
Securitlas Premium 42
As per Last Balance Sheet 7,49,86,250 7,49,86,250
Add : Premium on Equity Sharas issued during the year 34 12,00,00,000 .
galanca at the end of the year 19,49,86,250 7,49,86,250
General Reserve '
As par Last Balance Sheet 43 15,00,000 15,00,000
Surplus 44
As per Last Balance Sheet {2,39,32,62,062) {1,21,38,01,916)
Net Prolit/ {Loss) Transferred from the Statement of Profit and Loss {11,38,09,284) . (1,17,94,60,145)
Balance at the end of the year (2,50,70,71,356) ( 12,39,32,62,062)
{E.z:r.sz,azn] (25,49,74,540)

4.1

4.2

43

44

51

6.1

Capital Reserve reprasents adjustmeants ariuing on cancellation and reductinn of Equity and Preferance Share Capital and capital receipt pertaining to principal amount of loan being written back pursuant to
resalution plan sanctioned by Hot'bla NLET [Note no. 34). Further it inclutes Capital Investment Subsidy received from Govarnment.

Securlties Premlum represents the amount recelved in excess of face value of securitles to be utilised in terms of section 52 of Companies Act, 2013,
The General Reserve s created by transfer of profits from surptus I[rom time to time

Surplus generally reprasents the accumulated amount of profit/Loss of the company

LONG TERM BORROWINGS
Partlculars i psiat
Note March 31, 2020 March 31, 2019
Unsecured
Inter-Corporate Deposits from Holding Company 51 1,14,52,74,986 1.14,52,74,986
1,14,52,74.986 1&2!,?4.906

As per the agreed terms with Acme Chem Limited, the Holding Cormpany, the loan taken in earlier year was repayable in 19 Equal Quarterly tnstallment of Rs. §,76,26,000 and balance in 20th Installment from
June 17, 2020 Terms of repayment has been rescheduled during the year and thereby, the said loan Is repayable including Interest in 19 Equal Quarterly Installments of Rs. 5,76,26,000 after the expiry of one
year from the completlon of the project The rate of Interest on such loan as on March 31, 2020 {5 8.10% {March 31, 2019: 9 35%)

LONG TERM PROVISIONS

As at As at
partlculars Hote March 31, 2020 March 31, 2019
Pravislons for Employee Benelits
For Leave Encashment 32 24,67,492 -
For Gratuity 32and 6.1 18,01,570
42,69.062 p

Consequent to payment of entize dues of the employees in terms of ARP us rafarred to in Note 34, Rs 44,27,785 lying in gratulty fund at the time of scquisition in terms of ARP, pending regularisation of trust
structure has not been recagrisad in the sccsunts.The same will be given nHect to on regularlsation and determination of sxact status thereof in due course of time,

OTHER NON-CURRENT LIABILITIES

As at As at
Particulars Nole March 31, 2020 March 31, 2019
Interest Accrued but not due on Loans 5.1 8,73,76,325 16,57.036
8,73,/6,315 36,57,036
et
TRADE PAYABLES
As at As at
PRIl Hote WMarch 31, 2020 March 31, 2019
Payable for Goods and Services
Dues of Micro and Small Enterprises B1 1,32,54,343 .
Others 167,104,342 2,32,59,499

4,99,68,685 2,32,59,499
U et




MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

1

Property Plant and Equipment and Capltal Work In Progress

For the Year ended March 31, 2020

GROSS BLOTK

DEPRECIATION/AMORTISATION

Net Book Value

As at Asat Asat For the Year DISPOSAL/ As at As at
Particulars March 31, 2019 ADDITIONS March 31, 2020 March 31, 2019 ADJUSTMENT March 31, 2020 March 11, 2020
A Tangible Assets
Land and Deveslopment 98,28,284 98,28,284 - - 98,28,284
Leasehold Land 1,74,77,089 16,61,091 1,91,38,180 - 21,22,788 21,22,788 1,70,15,392
Bullding 14,87,10,631 8,00,014 14,95,10,645 5,14,44,726 53,07,293 5,67,52,019 9,27,58,626
Plant end Equipments 75,02,63,886 30,51,442 75,33,15,328 58,29,26,904 1,40,89,538 59,70,16,442 15,62,98,886
Furniture & Flxtures 32,93,762 29,29,560 62,23,322 30,72,245 97,670 31,69,916 30,53,406
Dffice Equipments & Flitings 10,78,528 23,48,388 32,26,916 10,55,871 2,05,308 L 12,61,179 19,65,737
Computer & Sarver 18,67,629 36,95,783 55,63,412 18,67,629 6,25,039 - 24,92,668 30,70,744
Total 93,25,19,809  1,42,86,278 94,68,06,087 64,03,67,376 2,24,47,636 - 66,28,15,012 28,39,91,075
B Intangihle Assets
Softweres * 1,53,930 1,53,930 = 16,426 16,426 1,37,504
Total 1,53,930 1,53,930 16,426 - 16,426 1,37,504
€ Capital Work In Progress 57,19,36,795 32,97,89,905 90,17,26,700 - 90,17,26,700
Total 57,19,36,795 32,97,89,905 90,17,26,700 - 90.17,26,700




MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020
For the Year ended March 31, 2019

GROSS BLOCK DEPRECIATION/AMORTISATION Net Book Velue
As at DISPOSAL/ As at As at For the Year DISPOSAL/ As at As at
Particulars March 31, 2018 ADDITIONS ADJUSTMENT March 31, 2019 March 31, 2018 ADJUSTMENT March 31, 2019 March 31, 2019
A Tanglble Assots
tand and Development 98,28,284 . - 98,28,284 - - - - 98,28,284
Lensehold Land 1,74,77,089 v - 1,74,77,089 - . . . 1,74,77,089
Bullding 14,87,59,876 - 49,245 14,87,10,631 4,64,29,516 50,26,790 11,580 5,14,44,726 9,72,65,905
Plant and Equipments 87,65,53,272 12,62,89,386 75,02,63,886 55,75,12,118 11,23,58,459 B,69,43,673 58,29,26,504 16,73,36,982
Furniture & Fixtures 1,93,81,911 - 1,60,86,149 32,93,762 1,76,68,844 89,609 1,46,86,207 30,72,246 2,21516
Offics Equipments & Filtings 1,02,61,722 . 91,83,194 10,78,528 92,09,595 1,23,546 82,77,670 10,55,871 22,657
Computer & Server 1,40,01,206 - 1,21,33,577 18,67,629 1,33,37,435 2,39,648 1,17,09,454 18,67,629 -
Vehiclas 40,615 . 40,615 - 32,721 2,907 35,628 - -
Total 1,09,63,03,975 . 16,37,84,166 93,25,19,809 64,41,90,229 11,78,41,359 12,16,64,212 64,03,67,376 29,21,52,433
B Intangible Assats
Softwares 5,04,76,337 - 5,04,76,937 . 4,73,16,635 6,36,455 4,79,53,090 ———____ - .
Total 5,04,76,937 . 5,04,76,937 - 4,73,16,635 6,365,455 4,79,53,090 . .
€ Capital Work in Prograss 1,09,14,01,307 - 51,94,64,512 57,19,36,795 = . - $7,19,36,795
Total 1,09,14,01,307 - 51,94,64,512 57,19,36,795 = . . - 57,19,36,795
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MERCHEM LIMITED

~ NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

11,

1L

1

~

The Installation of cartsin plant and equipments and other facllities mainly consisting of EPPD Plant, Main Plant Including Solvent Extravtion and related plants, equlpments and facilities which were suspended In
earller years has been started durlng the year snd Is pending completion as on this date. Accordingly, expanses and other costs attributeble to said project pending completion thereaf has been carried forward as
Capltal Wark In Progress. This includes Rs. 80,88,23,088 (Previous Year: 57,19,36,795) In respect of Plant and Equi and other [acilities to be installed and certain directly attributable expenditure amounting
to Rs 9,29,03,612 (Previous Year: Nil) as detalled below pending allocallon thereof to Property, Plant and Equlpment on completion of the project,

Particulars As at el
Note March 31, 2020 March 31, 2019
Balance brought forwerd - 51,94,64,512
Add:
Salaries, Wages end Bonus 6,83,90,282
Contribution 1o provident and other funds 24,47,977
Staff Wallere Expenses 49,01,295
Power and Fusl 19,12,384
Legal, Professional, Consultancy Fees and Others 1,52,51,674
Less:
Charged off to Statement of Proflt and Loss as Exceptional ltems 34 . 151,54,64,512)
Total Projact development expenditura carried forwerd 9,29,03,612 -

Leasshold land under the head ‘Proparty, Plant and Equipment’ represents leased assets taken from Gujarat Industrial Development Corparation. The company has decided to smortise such cost based on the
period of lease term and accordingly Rs. 21,22,788 (Including Rs. 1,76,536 for the yesr} bas been charged off to Statement of Prafit and Loss,




MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

81

10

12

124
122

123
124

13

{Amount in Rs.)

Disclosure of Trade payables as required under section 22 of Micro, Small and Medlum Enterprises Development {MSMED) Act, 2006, based on the confirmation and Information avallable with the company

regarding the status of suppliers

Particulars Asat As at
March 31, 2020 March 31, 2019
a) Principal amount remaining unpaid but not due as at year end 1,32,54,343
b} interest amount remaining unpaid but not due as at year end .
¢} Interest paid by the Company in terms of Section 16 of Micro, Small and Medlum Enterprises
Development Act, 2006, along with the amount of the payment made to the supplier beyond the appainted
day durlng the year
d) Interast due and payable for the period ol delay in making payment (which have been pald but bayond
tha appainted day during tha year) but without adding the interest specified under Micro, Small and
Medium Enterprises Davelopment Act, 2006
e} Interest accrued and remalning unpald as at year end
{) Further intgrest remaining due and payable even In the succeeding years, until such date when the
interzst dues as above are actusily paid to the small enterprise
“
OTHER CURRENT LIABILITIES
Parliculars As at As at
Note March 31, 2020 March 31, 2019
Advance recelved from Customer 6,51,372 -
Other Payables -
Statutory Payables- TDS, PF etc 48,08,093 / 38,60,219
Creditars for Capital goods 1,17,73,568 <« 42,794
Other Payables 1,96,781 / 5,60,014
1,74,29,814 44,63,027
SHORT TERM PROVISIONS
Particulors LU et
Note March 31, 2020 March 31, 2019
Provision for Employee Bensfits
For Leave Encashment 32 3,69,519 -
for Gratuity 32 28,073 -
TOTAL 3,92,5592
NON CURRENT INVESTMENTS
partleulars A LI
Note March 31, 2020 March 31, 2019
Long Term
Trade Investmenls
In Equity {Ung d, fully pald up)
Kerala Enviro Infrastructure Limited 121 3,590,000 3,590,000
{ 39,000 (Previous Year 39,000) Equity Shares of Rs. 10/- each )
Nermada Clean Tech Limited 122 36,456,500 36,46,500
(3,64,650 {Previous Year 3,64,650) Equity Shares of Rs 10/- each ) 40,36,500 40,36,500
Non-Trade Investments
{nvestmaent In Mutual Fund{ Quoted)
Principal Large Copital Funds 12.3
7,846,215 Uts {7,846 215 Units @ Rs, 25.49)
40,36,500 40,356,501
The investment in Kerala Envira Infrastructure Limlted Js for obtalning permission for discharging the solid effluent generated from the Kerals Plant to their common TSDF Plant .
The investment in Narmada Clean Tech Limited is for obtaining parmission for discharging the Liquld efiuent generated from the Gujarat Plant to their Comman Eftluent Treatment Plant
In absence of details of Investments which were provided for fully in earlier years being not aveilable post acquisition, the required disclosure with respect to market value etc,, could not be glven.
Particubars of investments as required in terms of Section 186(4) of the Compantes Act, 2013 have been disclosed hereln above
DEFERRED TAX ASSETS { NET )
The miajor companents of deferred tax (ljabilities)/assets arising on account of yming differences as at March 31, 2020 are as follows
As at Charge/ (Credit) As ot
Particulars Note Mareh 312020 during the Year March 31, 2019
Deferred Tax Uabllity
Related ta Property, Plant and Equipment and Intangible Assets 3,77,70,57% 72,011 3,76,98,564
3,77,70,575 72,011 3,76,98,564
Daferred Tax Assat
Amount deductible on payment basis 13,857,474 (13,57,474) .
Accumulated businass loss and unabsored depreciation 3,64,13,101 12.85,463 3,76,98,564
(72,011} 3,76,98,564

3,77,70,575
Deferrad Tax Asset /{ Liabllity) { Net ) E

RE




MERCHEM LIMITED

NOTES FORMING PARY OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

131

14

15

15.1

16

17

171

18

Particulars

Deferred Tax Liabllity
Related to Property, Plant and Equipment and Intangible Assets

Deferred Tax Asset
Amount deductible on payment basls

Accumulated business loss and unabsored depreciation

Deferred Tax Asset /{ Lability) ( Net)

Deferred tax assets is recognised considering the extent ta which it is prabable that such assets will be realised The ultimate reallsation of Deferred Tax
taxabie profit during which the temporary differences and carry forwerd tax loss and depreciation become deductlble. Even though menagement is reasonably confident of relalsstion of carry forward tex
losses and unabsorbed depraciation, considering the principle of prudence deferred tax assets to the extent of deferred tax liabilitas have been considered for the pupose of recognition in the financlal
statements, Daferred tax asset of Rs 68,08,27,073 pertaining to unahsorbed depreclation and tax ossas as at March 31, 2020 remain unrecognised and will be recognised depending upon future performance

2nd profitability In subsequent years

LONG TERM LOANS AND ADVANCES

Particulars

{ Unsecured, Considered Good)
Capitel Advance
Securlty Deposit

INVENTORIES
{As Varified, Valued and Certifled by Management)

Particulary

Stock-In-Trade
Stores & Spares

(Amount [n Rs.)
As at Charge/ (Credit) As at

123 March 31, 2019 durlng the Year March 31, 2018
3,76,98,564 (3.35.33.398) 7.12,31,962
3,76,98,564 (3,35,33,398) 7,12,31,962
. 1,50,50,632 1,50,50,632
3,76,98,564 24,03,31,797 27,80,20,361
3.76,98,564 25,53,72,428 29,30,70,993
12,18,39,031 21,18,38,031

Asgotp ig dep

As at

endent upon the generation of fulure

As at

Includes spares acquired for the project which wiil be categorises upon p

TRADE RECEIVABLES
particulars

Unsecurad, Conslidered good
Qutstanding for a period Exceeding slx months from the date they are due for payment
Others

CASH AND BANK BALANCES
Partlculars

Cash and Cash Equivalents
Balance with Banks

In Current Account
Cash on Hand

Othar hank balances
Palance with Banks
In Current Account

Balsnce with Bank in Current account as on March 31, 2019 represents amount lying In a Bank Accaunt

Incurred during CIRP period and to operational creditors.
SHORT TERM LOANS AND ADVANCES

Particulars
Unsecured Consldered Good
Advances recoverable
Balance with Government Authorities
Advances for Supply of Goods and Services
Security Deposit
Loans and Advances to Employees
Prepald Expensas
TOTAL

use for {r

W

Note March 31, 2020 March 31, 2019
1,30,20,309 (\‘ X .
54,30,116 (I\ 94,561,142
1,84,50,425 94,561,142
As at As at
Note March 31, 2020 Mearch 31, 2019
75,35,350 p
1,36,41,204 36,00,000
2,11,76,554 36,00,000
1 of the project end nature thereof on completion of the same.
As at As at
Note March 31, 2020 March 31, 2019
873
3,94,73,823 -
IEHIN,EEE
Asat Asat
Note March 31, 2020 March 31, 2019
98,39,187
9,013
98,48,200 -
171 1,74,96,007
- 1,74,96,007
98,18,200 1,74,95,007
d ifically for pay 1o be made pursuant to ncluding those agalnst expenses

Note

As at
March 31, 2020

Asat
March 31, 2019

181

18.2

1,80,84,625
% 509,438,252

1,25,33,339
3B,65,858

10,01,52,986

1,63,99,197




MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020 {Amount In Rs.)

184

182
183

184

13

19.1

20

20.1

21

22

23

Advance fecovarable includes Rs. 1,74,92,203 (March 31, 2019: Rs.1,24,92,203)(net) recoverable from Grove Limited and Re 55,47,422 (March >31, 2019: Nil) from Pulinat Ettan Thomas, the erstwhile
promoter of the company.
Securlty Depasits Includes amount paid to Merchem India {Private} Limited and Grove Limited amounting to Rs. 40,00,000 and Rs. 50,00,000 respectively,

Amaunt given herein abive Under Note no. 181 and 18.2 relates to the erstwhile promoter and than group cormpanies and have bacome due for refund to the company. Claims have baen lodged by the
company fat recavery of such amounts Including advances gluen 1 to erstwhile promoter which is pending before Hon'ble High Court at Kelkats even though disputed by the payee, considering tha validaty
and legitamacy thereot and panding autcame af the steps taken in this respect, thise have been considerad goad pnd by the

Balances with Government authorities represents inpul tax credil against GST paid on procurement/services received for the project to be utilised agalast despatches ta be made by the company.

OTHER CURRENT ASSETS
As at As at
Particulars Nate March 31, 2020 March 31, 2019
Other Recelvables 1.1 . 96,64,944
TOTAL - 96,564,544
Other Recelvables represents amount racoverabla from Committee of Creditors on sccount of payments made/expenses incurred during CIRP period in excets of those payable by the Campany in terms of
the ARP. '
AEVENUE FROM OPERATIONS
particulars Note For the Yaarended  For the Year ended
March 31, 2020 March 31, 2019
Sale of products
Traded goods 4,37,56,492
Sale of Sarvices 83,700
Other Operating Revenues
Sale of Scrap 53,13,963 -
Sale of Packing Materials 6,440
Sale of Stores & Spares 1,833,140 -
4,82,93,735 +

Detalls of Products sold
Forthe Yaaranded  For tha Year andad

Particulars March 31, 2020 March 31, 2019
Traded goods
Rubber Chemical Intermediates and Others 4,37,56,492
OTHER INCOME
Note Forthe Yearended  For the Year endad
ik March 31, 2020 March 31, 2019
Intarest Income 16,007 -
Profit/{Loss) on 5ale of Current Investments (Net) 5,90,910
Profit/{Loss) on Sale of Fixed Assets (Net) 10,10,000 -
Net galn/{Loss} on Forelgn Exchange Fluctuation 1,29,883 -
Miscellaneous Income 211 1,05 504 200,000
1,!,5‘{,704 2,00,000
Miscellaneous Income includes Rs, Nil (Previous Year Rs, 2,00,000) being participation fees received against Expression of Interest under the IBC proceedings
PURCHASE OF TRADED GOODS
Note For the Year ended  For the Year ended
Farticulars March 31, 2620 March 31, 2019
Rubber Chemicals and Others 3,80,84,484 -
3,80,84,484 =
CHANGES IN INVENTORIES OF FINISHED GOODS, WORK IN PROGRESS AND STOCK-IN-TRADE
Note Forthe Yearended  For the Year ended
Particulars March 31, 2020 March 31, 2019
Stock-in-Trade ‘/
Closing Stock Traded Goods 75,35,350

75,35,350
Opening Stack Traded Goods -

Dacreasu/{Increase) {75,35,350) .
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

24

25

26

27

27.1

27.1.1

27.2

EMPLOYEE BENEFITS EXPENSES
Partlculars

Salaries, Wages and Bonus

Contribution to Provident Fund and Other Funds
Staff Wellare Expensas

Less: Transfer to Capltal Wark in Progress

FINANCE COSTS
Particutars

Interest on Loan from Banks
Interast on Inter-Corporate Deposits

DEPRECIATION AND AMORTIZATION
Particulars

Depreciaiton on Tangible Assats
Amortisation of Intanglble Assets

OTHER EXPENSES
Particulars

C of Stores & C bl
Power and Fuel

Materlal Handling and Other Charges
Repairs to Building

Rapalirs to Plant and Machineries
Repairs-Others

Aates and Taxes

Insurance

Rent

Seeurity Service Chargas
Advertisement & Publicity

Legal, Professional and Consultancy Charges
Postage & Telegraph Expenses
Conveyance & Travelling expensas
Auditor's Remuneration

selfing and Distribution Expenses
Miscellaneous Expenses

Less: Recoverable from Committae of Creditors being amounts incurred in excess of sum agreed as payable

by Company on account of CIRP expensas
Less: Transfer to Capital Work |n Progress

Payment to Auditor {Includes Payment ta Previous Auditors (Refer Note no, 27.1.1)

Particulars
Statutory Audit Feas
Tex Audit Fee
TOTAL

Payment to Prevlous Audlitors:
As Audit fees

During the CIRP proceedings, the company has incurred the following expenses on aceount of services rendered by R

Particulars

Legal and Professional Fees- Resolutian Professional

Legal and Professional Fees- Others
Travelling and Other expenses
TOTAL

{Amount In Rs.)

Note Fortha Yaaranded  For the Yaar ended
March 31, 2020 March 31, 2019
32 6,94,20,842 1,35,47,067
32 24,47,977 12,10,676
49,01,295 2,04,161
11 {7,57,39,554) "
10,30,560 < 1,49,61,904
el —
Note For the Yoar ended  For the Year ended
March 31, 2020 March 31, 2019
4 - 66,29,49,367
9,30,21,433 40,63,373
‘
9,30,21,433 66,70,12,740
S Simelo—
Note For the Year ended  For the Year ended
March 31, 2020 March 31, 2019
11 2,24.47,636 11,78,41,359
11 16,426 6,356,455
2,24,64,062 11,84,77,614
Note For the Year ended  For the Year ended
March 31, 2020 March 31, 2019
27.3 645,175 -
19,1238 < 8,23,074
33,55,236 =
1,21,258 +
2,03,243 .
32,87,562 45,000
36,98,259 4,96,400
12,15,778 -
274 7,03,853 =
54,98,825 1,02,47,041
44,954 5,84,280
27.2 56,71,857 1,20,80,381
53,649 3,16,032
24,59,246 B,245
271 4,00,000 3,50,000
12,03,338 -
45,80,985 3,26,176
34 - (64,03,290)
11 {1,71,64,058) .
1,78,91,544 1,88,73,339
=R
For tha Year ended  For the Year endad
March 31, 2020 March 31, 2019
3,50,000 3,50,000
50,000 -
4,00,000 3,50,000
Forthe Yearended  Forthe Year ended
March 31, 2020 March 31, 1019
- 3,50,000

Itants and Advisors during the said proceedings;

For the Year ended
March 31, 2020

For tha Year ended
March 31, 2015

67,13,514
31,65,087
41,35,194

1,20,13,795




MERCHEM LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020 {Amount in Rs.)
273 Value of Imported / Indigenous Raw Materials, Stores & Spares and Packing Malerlals Consumed-
For the Year ended For the Year ended
March 31, 2020 March 31, 2019
Amount vge Amount %ge

Particulars

Stores & Spares
Indigenous 6,45,175 100.00% - -
Imported )

274
The Company has operating lease arrangements for Warehousing and for offices. Term of lease arrangements include further renewal on expiry of 24 months from the commencement date of such lease,

Expenditure incurred on account of rental payments under such leases during the year end recognised in the Profit and Loss sccount amounts to Rs. 6,47,853 (March 31, 2019: Nil)

28 EXCEPTIONAL ITEMS (NET)

Particulars Note For the Year ended  For the Year ended
March 31, 2020 March 31, 2019
Principal amount of Loan Written back pursuant to ARP 14 2 . 1,81,07,91 458
Other Liablities written back being no longer payable pursuant to ARP 34 - 55,17,79,834
Lass:
Adjustments on account of Property, Plant and Equipment, Capilal Work in Progress, Inventories,
Invastments and Trade and Other Receivables 35 - {69,02,75,153)
Caopital Recaipts pertaining to Principal amount of Laan- transferred ta Capital Reserve 35 - {1,81,07,91,458)
TOTAL - {13,84,95,319}
29 EARNINGS PER EQUITY SHARE
Note For the Year ended For the Year ended
Partlculars March 31, 2020 March 31, 2019
Profit/{Loss) After Taxation (11,238,069, 294) [1,17,94,60,146)
Waighted Average Number of Equity Shares of Rs. 10 each Fully Paid up 11,88,893 64,78,507
Reconclliation of Welghted Average no, of Equity Shares
As per Last Balance Sheet 7.06,701 64,62,696
Add: Weighted Average of #0,00,000 Shares Alloted on Feliruary 17, 2020 Face Value Rs. 10/- {Paid-up Value Rs.5/-) 3.4 4,82,192 -
Add: Weighted avmrage of 67.010 Equity Shares issued dilfing the year 34 - 2,387
Add: Weighted average of 7,00,000 Equity Shares 1ssued during the year 34 - 13,425
Tolsl Weighted Avg of Equity Share 11,688,893 64,78,507
Earnings per share - Basi¢ (95.73) {182.06)
Earnings per share - Diluted {95.73) (182.06}
30 CONTINGENT LIABILITIES AND COMMITMENTS
As at As st
A. CONTINGENT LIABILITIES (TO THE EXTENT NOT PROVIDED FOR) Note March 31, 2020 March 31, 2019
1} Clairms not acknowledged as Debts
Various show cause notlces/demands issued/ raised, which in the opinion of the management are nat
tenable and are pending with various forum/ authorities
{a) Central Excise & Service Tax Nil Nil
(b} Sales Tax Nil Nil
{c} Entry Tax Nl Nyl
(d) Income Tax Nil Ni|
1) Claims in respect of various show cause notices/demands issued/ raised hy Customs Duly {under EPCG) of R5 23,88,42,694, Sales Tax and VAT Rs. 1,22,92,616, Income Tax of Rs 59,38,010, Water charges
and other related levies of Rs, 2,30,91,444 etc. for the period upto January 23, 2019 which as per the Resolution Plan approved by Han'ble NCLT (as stated in Note no, 34) have been extingusihed. However,
certain statutory authoritles have made claim and matters are pending before adjudicating authorities and are expected to be resolved in terms of ARP as stated above and no outflow in this respect is
expected to arise
2} The Appeal filed before Hon'ble NCLAT challenging the ARP as glven in Note no. 34(c) has been dismissed vide their order dated July 29, 2020 and the resolution plan as approved by NCLT has been held to
be valid for execution by the company.
3) The Company’s pending litigations Includes claims against the company and proceedings pending with relevant Statutory Authorilies, The Company has reviewed all its ding litig and proceedings
and has made adequate provisions, and disclosed contingent liabllities, where applicable, in its flnanclal statements. The Company does not expect the outcome of these proceedings to have a material impact
on its financial positions.
As at As at
B. CAPITAL COMMITMENTS March 31, 2020 March 31, 2018
Estimated amount of contracts remaining to be executed on capltal account (net of advances) and not
provided for (net) 22,86,94,673
For the Year ended  For the Year ended
3 EXPENDITURE IN FOREIGN EXCHANGE March 31, 2020 March 31, 2019
Expendlture
3,10,61,584 -

CIF value of imports

[
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020 {Amountin Rs.)
32 EMPLOYEE BENEFITS;
The disclosures required under Accounting Standard 15 on "Employee Benefits” are given below:

A} DEFINED CONTRIBUTION SCHEME
For the Year ended  For the Year ended
Partlculars March 31, 2020 March 31, 2019
Emplayer's Contrlbution to Provident Fund 17,94,261 .
Employer‘s Contributlon to Pension Fund 6,53,776
8) Defined Benelit Scheme
Gratuity

The Employee’s benefit Scheme is a defined benefit Plan, The presant value of obligation is determined based on actuarial valuation using the Projected Unit Credit Method, which recognizes each period of
service as giving rise to additional unit of employee benefit and each unit sep ly to bulld up the final obligation.

The following tables summarize the componants of net beneflt expense recagnised In the statement of profit and loss and amounts recognised in the balance sheet for the respective plans

8) Change In the present value of the defined benefit obligation representing reconcillation of opening and closing balances thereof ara as follows: N

As at As at
Particulars Mar¢h 31, 2020 March 31, 2019
Daflned Benafit Obligation at the beginning of the yaar = =
Current Service Cast 18,24,643 .
Interest Cost 5
Actuarial {gain) / loss on obligations P
Benefits paid 3
Defined Benelit Obligation at tha end of the year 18,24,633 -
b) A Recognized in Bal Sheat

Asat Asat
Partlculars March 31, 2020 March 31, 2019
Defined Beneflt Obligation at the end of the year 18,24,643 .
Fair value of Plan Assets at the end of the year - .
Net Liabllity / (Asset) to be racognised in Balance Sheet 18,24,643 .
¢) Exp Ized In the St

Asat As at
Particulars March 31, 2020 March 31, 2019
Current Service Cost 1B,24,643 -
Interest Cost . .
Expected Return on Plan Assets .
Nat Actusrial (galn) / loss to be Recognized . .
Expanses Recognized in Statement of Profit and Loss 1B,24,643 -
d) Balance Sheet Reconcillation

As at As at
Partlculars March 31, 2020 March 31, 2019
Opening Net Liability B -
Expenses as shove - .
Employers Contribution 18,24,643
Amount Recognized in Balance Sheet 18,24,643 -
e} Principal Actuarial assumptions as at the Balance Sheot date

Asat As at
Particulars March 31, 2020 March 31, 2019
Discount Rate 6.84% .
Expected Return on Plan Assets -
Rate of Salary Increase {per annum) 8.00%
Expected average remaining working life of employees 15.68
Notes:

a_Assumptions relating to future salary increases, attrition, intarest rate for discount & overall expected rate of return on Assets have baan considered based on relevant economlc factors such as inflation,
market growth & other factors applicable to the period over which the obligation is expected to be settled.

C COMPENSATED ABSENCES
The tiabllity of p d absences (unfunded) of acc d privileged leaves and sick leaves of the Company as at March 31, 2020 Is glven below:
Asat As at
Particulars March 31, 2020 March 31, 2019

Leave — 28B,37,011

Z
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NOTES FORMING PART OF THE FINANCIAL STATEMENTS FOR THE YEAR ENDED MARCH 31, 2020

33

Am in Rs.
RELATED PARTY DISCLOSURE {Amount in Rs.}

As per Accounting Standard (AS-18) on related party disclosure notified by the Companles (Accounting Standards) Rules, 2006 (as amended) and relevant applicable provisions of Companles Act, 2013,
related parties of the company ara as follows;

Related Partles and Nature of relationship
Halding Company Acme Chem Limited

Description of Transactions With the related Partles

Particulars For the Year ended  For the Year ended
March 31, 2020 March 31, 2019

Acme Chem Limited '

Loan Taken E 1,14,52,74,986

interest Expenses 9,30,21,433 40,63,373

Issue of Equity Share Capital 16,00,00,000 70,67,010

issue of Preference Share Capital 28,00,00,000 -

Receipt of Services 3,43,68,251

Receipt of Goods 93,04,539

Sales of Goods ' 2074938

Sales of Services 83,700 -

Other Relmbursement of Expenses 1,73,00,750

Balances of the Relsted Parties are a1 follows

Partlculars e ek

March 31, 2020 March 33, 2019
Acma Chem Umited
Loan Outstanding 1,14,52,74,986 1,14,52,74,986
Interest Payable {net of TDS) 8,73,76,325 36,57,036
Trade Receivable 2,86,478 .

34{a) The Resulution plan submitted by Acme Chigm Limited (ACL) hod been approved [ARP) by NCLT vide Its order dated January 23, 2019 and payment of Rs, 1,15,25,20,600 to the members of Committee of

(b)

(c)

35

Craditors {COC) in Specific Bank Account on March 18, 2019 (‘tha effoctive date') against settlement of all the iabilities {including statutory dues, erstwhils pramaters and to the ex-employees of the
cantpany) and shareholders’ of the Company against their share capital have bagn mads,

Consequent Lo ARP and payment being made as above, following have been glven effect and considered In the financial statements for the year ended March 31, 2019:

I} The then exlsting directors of the Company were deemed to have been resighed and vacated thelr office, whereupan, effective March 19, 2019, the Board of Directors of the Company had been
recon d by appointment of repr ives of ACL as member of the Board;

) On March 18, 2019, the existing 67,01,375 equity share capital had been reduced from As. 67,01,3750 10 Rs, 67,014 divided inta 67,01,375 equity shares of Re, 0.C1 sach fully paid-up, Simultaneausly, 1000
such shares of Re (.01 each thereafter has been consalidated into 1 fully paid-up equity share of Rs. 10 each and Rs. 67,014 being phyable to then existing Shareholdars had bean paid to COC as aforesaid and
therealter 6,701 equity shares of Rs, 10/- each had been aliottad to ACL Further tor this, 7,080,000 equity shares of As. 10 sach had additionally been allatted to ACL. The Company became whelly ownad
subsidiary of ACL Further to the investments as given above, ACL has given Interest bearing loan of Rs. 1,14,52,74.95 to the compiny;

iil} Effective March 19, 2019, the then existing preference share capltal of Rs 24,50,13,750 had fully been cancelled and in final settlamant thereof Rs 1,78,000 payable to the preference shareholders had
been paid to COC a3 aforesaid, The amount of Rs. 24,49,46,736 reduced as above (including reductioh of Equity Shares) had been cradited to Capital Reserve;

w) Alt clalms, rights of erstwhile promoter/promoter group and ex-employees against the Company stands irrevocably and unconditionally extinguished;

v) The Company had restated the amount payable to financial crediters as per the claims admitted under CIRP and thereby additional liability amounting to Rs, 66,29,49,367 relating to Interast, etc. as
admitted had been recognised in these financial statements;

vi} Subsaguant to restatemant as per (v) above, Rs. 1,09,81,98,373 [including fla. 90,57,00,000 in respact of fability on account of Interest|had been paid to financial craditors i terms of the ARP against full
and final tattlement of their entire outstanding and all thejr claims ate. and the balance Prinicipal amount of As. 1,81,07,91,458 had been written back and shown as excaptional items;

vil) The llabllity partalning 1o Oparatipnal Creditors (including statutary dues, erstwhile promoters and ex-amployees) being no longer payable amounting ta Rs, 55,17,79,834 had bean written back and shown
asaacaptional items,

vili} All legal proceedings and other contingent liabilities have been irrevocably and unconditionally settled, whereby no amount Is payable by the Company against such proceedings, unverifled claims etc.
Further to above, all liabilities In relation to corporate guarantees, indemnitles etc (including those relating to unfulfilled expart obligations) provided by the Company have been extingulshed. Contingent

liabilitles,-export obligations and other claims etc, against the company stand eatingusihed, There wliil be no outflow of fund in respect of these in terms of the ARP,
1x) Securitiesfcharges created agalnst borrowings have baen reluased by the landar and therefore the relevant compliances In respect of satisfaction of such securitles/charges have been made after Issuance

of no due certificate by the sald Bank

x} Payments have been made / are being made to all the stakeholders af the Company, as applicable in terms of the ARP and the same is binding on the Company, its employaes, members, creditors,
guarantors and other stakeholders. Various actions/activities including those specified in the ARP, are In progress or being undertaken by the management for revival and smooth running of the Company.
Subsequent to the settlement of liabllities as stated abave, the company has undertaken revival of the project and capacity augmentation of the Plant and ACL has further Invested Rs. 16,00,00,000 in Equity
Share Capital and Rs. 28,00,00,000 In 7% Non-Cummulative Optionally Convertible Redsemsble Preference Shares as part of it's obligation to implement the project and commence the operations in terms of
ARP,

The Appeal filed against the ARP before National Company Lew Appellate Tribunal (NCLAY) by ex-promoter director, earlier associate /ex-employee/erstwhila employee's assoclation challenging the ARP and
claiming thetr outstanding amounts has been dismissad vide it's order dated July 29, 2020 and therrby ARP has been held to be valid and binding as aforesaid. Directions received from NCLAT pursuant to said
order has been complied by ACL

Subsequent to obtaining control of the Company effective March 19, 2019, considering that the operation of the company were suspended/closed over a long perlod of time. During the previous year,:

3} Physical verification of Plant, Properties and Equipments (PPE), Capital Work-In-Progress [CWIP) and inventories and review of useful life and residual value of the PPE were carried out by the management.
On completlon of the above, Items of PPE and Intangible Assets which were elther physically not traceable or found no more usable amounting to Rs.4,46,43,800 and non treacable/non-useable Items of
inventories amounting to Rs 6,97,12,156 had been written off and charged out to statement of profit and loss in the financial statements for the year endad March 31, 2019. Further ta above, non-
recovarable pre-operative expenses allocated to CWIP in eartier years amounting to Rs. 51,94,64,512 had also been written off and charged out to statement of profit and loss, Out of the above, items
disclosed under Exceptional ltems in the statement of profit and loss are shown under Note 36

b} On assessment/raview of trade and other receivables which were outstanding since a long perlod of time, Rs, 5,64,54,665 were considered as irrecoverable by the management and therefore the same
had been written off and charged out to the statement of profit and loss and shown under exceptional items,
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