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Component Auditor'’s Confirmaion

To

Singhi & Co.,
Chartered Accountants,
161, Sarat Bose Road,
Kolkata — 700 026

Kind Attention —Mr. Gapal Jain

I, We have audited the accompanying flrancial statements comprising aof the
standalone balance sheet of ELECTROSTEEL TRADING, SA. as of 31 March,
2018, the stundalone statement of profit and loss and the statement of changes in
equity for the year ended 31 Morch, 2018 and other information forming part of
the financial statements.

2. Management (s responsible for the preparation of these financial statements in
accordance with the Generally Accepted Accounting Principles in India and the
disclosure and presemiational regquirements of the Group as contained in the

‘ Group financial statemenis. This responsibility inchides designing, implementing

and maintaining Internal control relevant to the preparation and fair preseniation
6f the financial statemenis that are free fram material misstatement, whether due
ta fraud ar crror; selecting and applving appropriate accounting poficies that are
consistent with the recognition and measurement criteria of the Ind-45 and
making aeconnting estimates that are reasonable in the circumstances.

3. We conducted our andit in accordance with auditing standards genevally accepted
in India. Those Standards reguive that we plan and perform the audit to obtain
reasonable assurance about whether the reporting package is free of moterial
misstatement.  An awdit includes examining, on a test basis, evidence supporting

| the ampunis and disclosures in the reporting package  dn audit alse includes
assessing the accounfing principles used and significant estimotes made by
monagement, We believe that our audit provides o reasonable basis for our
opinion,

4. The information provided as per Group Andit Instructions has been prepared
salely to enable the inclusion of the accounts of ELECTROSTEEL, TRADING, 5.4
in the preparation of financial statements of Electrostee] Castings Limited (“the
uitimate parent company i

Y. In accerdance with such instractions and as a result of the audit procedures
which we have performed, accompanying this contmunication are the Jollowing:

o  gblreviated firancial statements of Electrosteel trading, 5.A4., which
consists of the srandalone balance sheet of ELECTROSTEEL TRADING,
8.A. as of 315t March, 2018, the standalane staterment of profit and loss, the

Abantos Auditores y Asesores, 8.L.
Calle Santa Engracia, 151, 28083 Madrid,

Teléfono: 915 340 270.  Fax; 915 340 454,  Correo electronico; consultaimabantos.es,
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statement of changes in equity for the year ended 3IstMarch, 2018 and the
explanatory nates therer for the peviod then ended,

Audit summary memorandone, which includes, among other matters,
significant matiers that we have communicated or expect to communicate
e management and those charged with governance of ELECTROSTEEL
TRADING, S5.A., and any other matters that we balieve may be relevant ta
the andit of Electrosteel Castings Limited

Description of any identified comtrol deficiencies in internal control over
financial reparting at the companent level]

A letter of representation fram ELECTROSTEEL TRADING, 8.4
managenent.

A confirmation that pracedures have been performed related to subsequent

evenrs up to the date of this communication along with any findings from
thosa pracedures.

6. In our opinion, the accompanying reporting packape has been prepaved in
goecordance with generally accepted accounting principles in India and is as per

the instructions sent to us for inclusion in the consolidated financial stutemenits of
the ultimate parent company.

7. We further report that in our opimion, the financiad information reported in the
reparting package gives a true & fair view-

a. In the case of the balance sheet, of the state of affairs af the Company
ox ot March 34, 2018,

b, In the case of the statement of profit and loss. of the profit for the
period ended on that date.

¢ Incase of the statement of changes in equity, af the changes in equity
Jor the vear ended on that date,

8. We further state that, subject to our comments in para 5, 6& 7above, there are pno
matters that, in our judgment, need to be reported to you,

ABANTOS AUDANTORES Y ASESORES, 5.L.

arrio Montial
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ELECTROSTEEL TRADING, 5.A.

Ahrevinted Profil and loss oecount ended march 31, 2018

017 0E
Tormuver (sales) [A16RE7A5 2.181.335,51
Cost of sales [1.5610504Y) (210598081
Adminlstrnive expenses (26,425 44 163 49,230
Other exprenaes {B.115.21)
Al OFERATING RESULTS BEFORE FINANCIAL TRANSACTIONS 20.326,6% 9.5955 48
Flranial expenses [2.500.47) (LB
Bl FINANTIAL RESULT (2.504,47) (1.675.31)
7} RESULT BEFORE TAXES 17.824,15 B280,17
Imeome fx {4,456 54y cz,m'n.uur
D} FERIOD RESULT 13369,51 6,.2(813

=[5 ELECTROSTEE

C.1LF, A-B6354305



ELECTROSTEEL TRADING, 5.A.
Statemenl of changes in equity cnded macch 31, 218

2017 20LG

Perlod's resilt

161 621,13

TOTAL EARNINGS

13.345,61( 621013

Coplot Reserves  |Resulls carrled forvard Ferlod's resull |Talal
A. FINAL HALANCE YEAR 1015 E5000.00) 324747 22.840.5¢ $01.65]  90.459,64
Totd earmings - - - 62[0.13 §.210,13
|Crher egquity movements - 40, 14 Jol 4% [T =
B, FINAL DALANCE YEAR 20156 G5.00H,00] 328763 3020505 E2E0,13]  120.6% 81
Toual excrdngs ar - 11.36%9,61 11369.8]
Otber equity movemenia - 621,01 5 549,12 (62013 2=
. FINAL BALANCE YEAR 2017 S5.000,00] 390844 35.7191,17 L3.360.61) LiR.049.42

[ ELECTROSTEE!,

C.1.F. A-B6354305




ELECTROSTEEL TRADING, SA

ABBREVIATED MEMORANDUM
CORRESPONDING TO THE FISCAL YEAR ENDING
31 March 2018

- tiy

Electrostzel Trading, SA, {herainafter, the Company) was incorporated on Decamber
13, 2011. It s a company incorporated in Spain in accordance with the Law on
capitzlised Cormpanies. The Company’s corporale purpose, according (o Its statutas, is:

- The purchase and sale of any products related ic the distribution and
treaiment of water, the collection of both fesd and waste water as well as g
treatment, In addition to construction nd engineering and any related activitias,
@lthar directly or indirectly, to the aforementioned primary activilies.

- The acquisition or procuremant of any patents, trademarks and procadures,
their assignment and altocation, as well as the collection, concession and
contribution of any related patent licenses, either directly or indiractly, to the
sanifary technique or system,

- The parlicipation, aither directly or indirectly, in any commercial ar industrial
operations which may be linked 1o any of the aforementionsd corporate
purposes, or that are capable of favoting them. This through the creation of new
companies or branches, conlributions or subscriplions or the purchasa of

sacurities or social rights, otherwise through a merger, alllance, joint venture or
by any other means.

lis registerad office 15 located on calle Veldzquez, number 18, 3rd floor, right, Madrid.

The Company Is part of Electrostasl group, whose parent company is Elsclrosiesl
Castings, Lid., having its raglstered office at GK Tower, 19 Camac Strest, Caloutta -
700 017 ({India), it being a company that manages the consolidated financial
stalements. The consclidated annual accounis of Electrostes! group are enlered inta
the Commercial Register of Rathod Calony, PO Rajganpur - 770017 Dist. Sundargarh,
QOdisha and its drafting Is camried out within the esiablished legal term.

2.- Basis of submission of the annual accounts

2.1. Regulatory financial reporting framework applicable to the company

Thesa financial statements have besn drawn up by the Managers according to the

regulatory framewark for financial reporting applying to tha Company, as eslablished in:
a} Code of Commerce and ather commercial laws.

b) General Accounting Plan approved by 1514/2007 Royal Decree and the
amendments incorporated within it by 1155/2010 Royal Decres .

¢) The compulsory rules approved by the Accounting and Auditing Instilute,
development of the General Chart of Accounts and its supplementary rules.

d) Any other applicatle Spanish accounting regulaticns.



2.2. True and fair view

The abridged financia! stalements have been obtained from the company's accounting
records and presented in accordance with the applicable reguiatory framework on
financial Information. In particular, the principles and criterla are contained therein, so
that they present a trua and fair view of the wealth, the financlal positicn and resulls of
the Company incurred during tha corrasponding financial year, These financial
staternents, which have been prepared by the Company's board of direclors, shall be
submitted for approval during the Ordinary Shareholders Meeting and are expected to
be approved without any amendments.

2.3. Non-compulsory accaunting princlples applied

No non-compulsory accounting psinciplas have been applled. Addltionally, the Board
of managemant of the Company has drawn up these financial statements taking inlo
consideration ail of the accounting principles and standards that are enforced and
which have a significani effect on said financial statemants. There are no outstanding
compulsory accounting principles which have to be been applied.

2.4 Critlcal aspects on the valuation and estimation of uncertainty

In preparing lhe accompanying financial statements, estimates made by Campany
managers to valuate some of the assets, labllities, revenues, expenses and
commitments reported herain were used, These estimates refer primarily to:

* The market value of cartaln financial instrumenis {Note 5.

2.2. Comparison of information

The informalion contained in this repost referring to the Fiscal Year 2017 is herein
presentad, for comparison purposas, with tha information from the Fiscal Year 2016,

2.6 Elements organized Into multiple ltems

The company does not maintain any patrimenial or equity element collected in savaral
stages.

2.7. Changes In accounting criterla

During the financial year 2017, thers have besn no signifisant changes in accounting
principles with respect to those applied in 2015,

2.8} Correction of errars

In preparing the accompanying financial statements no significant errer was found thal
would have led to the re-statement of the amounis includad in the financial slatements
far the financial year 2016,

3.- Distribution of profitflosses

The praposed application of the prafitloss for the financial ysar prepared by the
Company's Board OF Management and to be submitted for approval by the Ordinary
Sharcholders Meeting is as follows:



2017 2016
Reserves 1.336,86| 621,01
Retzined samings 12.032,65| 5.589,12
TOTAL 13.368,81| 6.210,13

4.- Aecounting and valuation policias

The main accounting and valuation polities used by the Company In preparing the
financial statements for the financial year 2017 in accordance with those seti out in the
General Chart of Accounts are as follows:

4.1 Financlal instruments
. Financial assots

a) Loans and hatches to ba receivables: financial assets arising fromn the sals of
goods or from the provision of sarvices in the company's ordinary course of
business, or those not being of commerclal orgin, which are not equity
instruments or derivatives and whase collections are set with a fixed or
determinable amount and ara not traded on &n aclive market,

They will initdally be valued at an impartial value, which, unless there is
avidence 1o the contrary, shall be the transaction price. This will be eguivalent

to the independent valus of the consideration givan, plus transaclion costs that
are directly attributable.

Subsequently, they will be valuad at their amortized cost.

b) Treasury and other equivalent fiquid assets: the treasury comprises both cash
and bank deposits at sight. The aother equivalent liquikd assets are short-term
investments, with matuities prior to three months, and which are nof subject to
a significant risk of changes in their value,

The Company derecognizes financial assets when the righls over the cash flows of the
corresponding financial asset expire or have been transferred and the risks and
benefits inherent to its ownership have been substantially transferred. For instance,
firm salss of assels, assignments of commerzial ioans in "facioring” operatlons in which
the company does not retain any cradit or interest risk, salas of financial asseis with a
repurchase ggreameant at their impartial value or securitizations of financial assats in
which the assignor does not retain subordinated fnancing and nsither grants any type
of guarantee nor assumes any other type of disk.

In contrast, the Company does not derecognise financial assets, and recognises a
financial liahility for an amount equal to the consideration received, In assignments of
financial assets in which fhe risks and benefits inherent io [is ownership are
substantially retained. For instance, discount of effects, the “factoring with recourss”,
tha sales of financial assets with repurchase agreements at a fixad prics or the sale
price plus interest and the sacuritisations of financial assets in which the Iransferor

retains subordinated financing or other typas of guarantees that substantialiy absorb ell
the expected kosses.



ll. Financial liabillties

Financla! liabllities are those relating to the Company’s debits and payables criginatad
from the purchase of goods and services in the Company's ordinary course of
business, or thase that not being of commercial vrigin, cannot ba considared financial
derivativa instrumenis.

Debits and payables are initially valizated at the falr value of the consideration recelved,
adjusted for directly attributable transaclion costs. Subsequeantly, these liabilities are
valuated eccording to their amortized cost.

4.2 Income tax

The cost or revenue by incoms tax includes the relative parl relating to the cost or

revenue by the cument tax and the correspondng part to the cost or revenue by
defarred tax.

Tha current tax 1s the amount that the Company fulfifls as a consequence of the tax
liquidation of Income iax relative to a Fiscal year, Deductions and other tax advantagas
fo the tax rata, excluding withholdings and payments on account, a5 well as
indemnizable tax losses from prior Fiscal years and effactively applied to ihis,
generzate an low amaount of current tax,

The defarred tax expense or income corrasponds to tha recognition and

cangellalion of deferred lex assets and liabilities. These include thae tsmporary
differences that are identified as those amounts which are expected such as payables
or racoverabies derived from differences betwsen amounts in asset and liabllity books
plus its lax value, as weli 85 the negsative tax basa pending paymeni and credits in
respect of tax deductions fiscally not yet applied. These amounis are registered by
applylng the temporary difference or credit thal corresponds to the type of charge fo
which the firm expects to recover or Higuidate.

Deferrad tax liabilities are recognised for all laxable temporary diffierences, excapt
those derived from the initlal recognitian of goodwlll or other assets and liabilities in a
fransaction that neither affects taxable Income nor accounting profit or loss and is not a
business combination, those associated 1o invesiments in subsidiaries, assoclated
companies and joint vantures in which the company can control the timing of the
reversal and it is probable that they will not bae revarsed in the foreseeable future,

Moreover, defarred tax assats are anly recognised to the extent that it is considered

likely 1hat the Compary will have future taxable profits against which it will be posslble
to make them sffactivs,

The assets end liabilities plus differed taxes, criginating from cperations with charges
or credits directly in wealth accounts, are accounted also with consideration to net
wealth.

At each accounting close, the assels for deferred taxzes recorded are reconsiderad, and
appropriate corections to them are caed out to the exient that thera are doubls about
their fulure recovery. Likewise, at @ach accounting close, deferred tax assets not
recorded on the balance sheet are evaluated and these are subjsct to recognltion
insofar as thelr recovery bacomes probable with future tax bansfits.



4.3 [ncome and expanses

Incorme and expensaes are allecated based on the accrual criterlon, that is, when the
aclual flow of goods and services represented occurs, regardless of when the
monetary or financial flow derlved from them occurs. Revenue is valued at the falr
valuation of the consideration received, deducted discounis and taxes.

The racognition of sales revanue accurs at the moment in which they have
been transferred 1o the buyer tha significant risks and benefits inherent to the property

of the sold goods, not maintaining the current management on sald goods, nor
retaining effective control over them.

With regard to income from the rendesing of services, recognition is based oh the
degree of compietion of the service being rendered as per lhe dale of the balance
sheetl, as long as tha result of the transaction can be estimated seliably.

Interest received fram fnancial assets is recognised using tha effsclive interest rate
methed and while dividends, when the shareholder's rght to receive them is
established. In any case, interest and dividends of finansial assels accrued

subsaguently at the time of the acquisition are recognized as income in the profit and
loss account.

4.4 Transactions with related parties

The Company carries out all Its transactions with related parfies at market value. These
are purchases from the related company, Elsctrosteel Europa, carried out at a discount
that ranges from 2% to 4% of tha final szla price o the client. Additionally, transfer
prices are adequately borna, so that the Company Management Board considars that
thera are no significant risks in the arsa for which llabilities of considaration could arse
it the futura,

4.5, Provisions and contingenciea

The Beard of Directors of the Company in the formulation of the Annual Accounts
differantiate between:

a) Provisions: craditor balanees that zover current obligatlons arising from past
events and whose cancellation is likely 1o give rise to an cutflow of resources,
but that are uncerain as to amount andfor time of cancellation.

b) Contingent liahllities; possibie obllgations arising from pasl events and whose
future matenslization is perhaps conditional on one or more fulure events
indspendeant of tha desire of the Company.

The Annual financial stetements incdude =il significant provisions with regard to
estimates of the probability of having lo meet the chligation being greater than
otherwise. Cantingent {abilitias are not recognised in the Annual financial statements,
but are disclosed in the notes of the report, in se far as thay are not considerad remote.

The provisions are measured at ihe present value of the best possible estimate of the
amount necessary to cancel or transfer the obligation, taking inta accounl the
information avaiiable about the event and ils consequsnces, and registering the
adjustrnants that may arise as a resuit of the updating of these provisions as a financial
expensa as it is accruad.



The cermpensation lo ba recaived from a third party when settiing the obligation, as
lang as there Is no doubt that said relmbursement shall be received, is regisierad as an
assel, unless there s a lega! relationship whareby par of the risk has been
extenalised, and by vitue of which the Company is not obliged to respond; in this
situation, the compensation shall be taken into account in estimating the amount al
which ihe comesponding provision is fo be registerad.

5-FInancial assets

5.1 Short-Term Flnanclal Assels

Based on the classification established by the PGC in its registration and valuation
rules for financial assets, the Company has the following short-term balances at the
close of the 2017 and 2016 Fiscal years (in euros):

Short-Term Financial
Assels
Categories 27 2016
Trade recaivahles 056.800,62| 1.218.2958.69
Short term financlal investameant - 11710217
Cash at bank and hand 9.700,37 24.725,76
TOTAL 966.599,89 | 1.360.125,62

B.- Financial iabilities
6.1 Short-term financlal liabilities
Based on tha classification established by the PGC in its reglstration and valuation

rules for financial assets, the Company bas the following shor-term balances at the
clase of the 2017 and 2016 Fiscal years {in auros):

Short-term financial
liabilities
Derivados y otros
Categorias 2017 2018
Trade creditors $88.344,95| 1.205.490,99
TOTAL 688.344 85| 1.205.490,8%

7.= Equity capital
7.1 Social Capital

Al the end of the 2017 Fiscal year, the company's social capltal amounted to 65,000
euros, represanled by 6,500 shares with a par valug of 10 euros each, all of the same
class, fully subsgribed and paid.

7.2 Legal resarve

Agcording to the Capital Companles Act, the corporstion must allocate an amount
equal to 10% of its annual profits te the legal resarve until R reaches al least 20% of the
share capital. The legal reserve may be used lo increase the capilal in the part of its
balance that exceeds 10% of the capital aiready increased. Except for the



aforementionad purpose mentionied, and as long as it does not exceed 20% of the
share capltal, this reserve may only be used lo compensaie losses and always
provided that there are no other sufficiant reserves available for this purpose.

To 31 March, 2017, the legal reserve had not reached the legally established minimumn.
8.- Tax 1

8.1 Pending tax audit and inspecticns.

According 1o current legistation, taxes cannot be conskierad definitely settled  undil the
statements submited hiave been inspected by the tax sutherifles or the limltallen period
of four years has elapsed. At the close of the 2017 Financial year, the Company has
the 2013 year open for Inspection and subsequent yaars for all taxes zpplicabla 1o It
The Beard of Direclors of the Company considers that the liquidzstion of the
aforementioned tax has been adequataly pracliced, so thal, even in case of
tliscrepancies in the curment regulatory interpretation due to the tax treatrent grantad
o the operations, the eventual resulling liabiftles, i materalized, would not
significanily affect these accompanying annual accounts.

9, Income and spendings

9.1 Net amount of the turnover

The " Net amount of the turnover " heading [n the profit and loss account for the 2017
and 2016 financial years presented has the following compasition {in euros):.

2017 20186
Merchandisa salas 1.423.835,4211.897.213.49
Sales of finished products 102 994,57 184.172,02
Total 1.616,.827,05| 2.181.385,51
9.2 Supplles

The "Supplies" heading in the profit and koss account for the 2017 and 2016 financial
years presented has the followlng composition {in euros):

2017 2018
Purchases 1.561,959,82 | 2.105.980,81
Total 1.561.958,82|2.105.980,81

8.3 Detail of purchases according to origin

The delail of the purchases made by the Company during ihe yaars 2017 and 2016,
according 1o its arlgin, is as follows {in 2uros):

2017 2016
Mationals Mationals
Purchases 1.661.959,82 2.105.980,81
Total 1.561.950.82 2.105.980,81




8.4 Other operating costs

The breakdawn of the heading "Qther operaling expenses” for the years 2017 and
2016 presents the following compositian (in euros):

2017 2016

Senvices of independenis professionals 4,696,72| 7.539,94
Transpaortation -] 297500
Insurances 15.433,00| 41.059,37
Banking services 227285 -
Other servicas 1.148,55% 665827
Other taxss 2.874,28

Tatal 26.425,40 | 58.232,58

10-R -
10.1. Transactions with related parties

The breakdown of transactions mada with related parfies during the financial year 2017
and 2016 is the fallowing:

2017 2016
Purchases of currenl assets | 1.561.958,82|2.105.980,81
Services recelved 1.148,55 4.770,G0
Taotal 1.563.108,37 | 2.110.750,81

10.2, Balances with related parties

The amount of the balancas on account with relalsd parties during the year 2017 and
2015 is as follows:

2017 2016
Short term financial investemnsnt -| 14710217
Trede creditors 683.701,081 5.211.509,87
Total 683.701,08 | 1.228.612,14

10.3 Remuneration far the Board of Diractors and senior management

During the current year at the Company no amount has been accrued for remunsration
in favour of the Board of Dirsctors for any reason, In accordance with the provisions of
the Company's bylaws and current legslation.

10.4. Infarmation regarding conflicts of interest by the Managers.

At the end of 2017, neither the members of the Board of Direclors of Electrosteel
Trading, SA nor the persons related thereto, as definad in the Capital Companies Act,
have communlcated any situation of direct or indirect conflict to the oifver members of
the Board of Directars, that could have arisen with the interast of the Company.



11.- Other information

41.1 Information on the environment

Curing the year, no expanses have been incurrad whasa purpose is the protection and
improvement of the envirenment, Likewise, there have been no expenses or risks that
have been necessary to cover with provisions for environmental actions, or
contingancias related to the protaction and improvement of the environment.

11.2 Information on rights of greenhouse gases amissions.

During the year, there has bean no mavement in any part related fo emission rights of
greenhguse gases, as wall as their allocation,

12.- Inf on on def nts to suppliers. Third additi | provision.
"Duty of disclosure™ of Law 15/2(M0 of S July.,

In relation to the law 15/2010 of 5 July, of modification of the law 3/2004 of 29
Decambar, Il is stated thal on 31 December, 2017, there |s no cutstanding balance of a
commercial nature that acocumulates a higher deferral to the legal term of paymeni.

Below is the information required by the third additional provision of Law 15/2010, of 5
July:

Days
Average perlod of payment | 2017 | 216
179 168

The data prasanted in the above chart on payments to suppliers refers to those that
due to their nature are trade creditors due to debts with suppliers of goods and services
renderad, thay thus include information regarding the items "Trade creditors and other
payables" within the current liabllifias on the balance shest.

The weighted average days on payments due has been calculated as the ratio
established in the numarator by the sum of the products of each of the payments to
suppliers made In the year with a deferral higher than the respective legal temn of
payment and the number of deferment days exceadad for the respective term.
Moregver, assessed in the denominatar for the total amount of payments made in the
yaar with 2 deferral higher than the legal payment term.

The mazimum legal tern for payment applicable to the Company during the finencial
vear 2016 in accordance with Act 15/2010 of 5 July, of amendment of Act 3/2004 (25
december), that sets oui measures to combat lata paymant in business transactions, is 60
days,

E-; ELECTROSTER
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SUMMARY REVIEW MEMORANDUM

Elactrosteel Trading, 5. A,
March 31, 2018

This repart has been prepared solely fo enable the inclusion of the accounts of
ELECTROSTEEL

TRADING, S.A. in the preparation of financial statements of Electrosteel Castings
Limfted (“the uftimale parent compsny”).

it THE COMPANY'S BUSINESS AND AUDIT SCOFE
1.1. The Company's business
The Company was set up at Decembsr 13rd, 2011,

Ita activity conslsts of the purchases and sales of ductile iron pipes and filtings for watar
processing and enginearing activities related to formerly mentioned activities.

The Company purchases all pipes and inventories to the Spanish affiliatad branch
Elactrosteel Europs SA. The Company was set up to get new credit insurances and
conssgquantly reducing the risk of default in trade receivables.

The Company belongs to Electrostesl Group, whose ultimate parent company is
Electrosteel Castings, Ltd. {India).

1.2. Scope of Procedures

In accordance with Group Audit Instructions, we have performed a full audit review of
the financial statements of the Company as of March 31, 2018 for its integration into
Eiectrosteal Castings' financial statements in India in accordance with Spanish GAAP
{similar to IFRS).
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The PM, Tolerable Error and SAD amount to 80.841.00, 48.504,60 and 3.000,00 Eurcs

respectively.

2. INTERNAL CONTROL

We have assessed the conirol environment of the Company as -effective. We did not
become aware of any significant internal control weakness or breakdowns in accounting
procedures. The Aggouniing responsible and the CEOQ review financial information
and statemanis on a reasonably timely basis. Management is not aware of any hint of

fraud or significant errors.

3. OVERALL ANALITYCAL REVIEW

Main analytical conclusions are explained in Section 4, with significant accounting and

auditing issues all fogether.

We attach below balance shest and P&L main figures

Balance Sheet March 31, 2018

ASSETE (eurcs) 2017 2014

A) NON CURRENT ASSETS - -
BY GCURRENT ASSETS 1.059,359 51 1.917.074,02
Receivables 1.056. 742,50 1.371.078,29
Trada receivatlas G40 462 42 1.214.208,69
Cther debtars 10728008 152 779,E0
Short tamm financal invastamant - 11710217
Advances and prepayments 2.056,74 4.172,80
Cash at bank ard hand 9.700,37 24.725,TE

TOTAL ABSETS( A+B) 1.069.29% 61 1.517.079. 02




SHAREHOLDERS' EQUITY AND LIAEILITIES {eurns) 2017 (] bz@inﬂos
A SHAREHOLDERS EQUITY 118.080.42 | 104.590.81
Total eguity 118.069,42 | 104.599,81
Pald - up capdtal B5.000,00 65.000,00
Resarves L0864 3.287,63
Fesults carmied farwvard 5. 791,17 | 30.202,05
Pearlod's resull 13.569,64 210,13
B} LON{S-TERM LIABILITIES - -
c} CURRENT LIARILITIES 951.330,1% | 1.412.379,21
Short-tarm provislon - 107.257.40
Shor-tarm debts 169.009, 56 -
Bank loans 188,006,548 -
Credilors T62.320,61 | 1.305.121 81
Trads creditars f88.344.95 | 1.205.490,59
Other credilors 73.075,66 Bu.630,62
TOTAL SHAREHOLDERS' EQUITY AND LIABILITIES { A+ B+ C ) 1.069.399,61 | 1.517.075.02
Income statement March 31, 2018
5 2017 2015
Abreviated Profit and loss account {euros)
Tumgwver [sales) 161682706 | 2.181.385,51
Cost of sales {1.561.958 A2) | (2.105.980 B1)
Administrative expenses {2E6.425.40) (65449, 223
Othar expanses [B8.115,21]
LA} OPERATING RESULTS BEEFORE FINANCIAL TRANSACTIONS 20.326,82 8.055,48
Finantlal gxpenses [2.500,47) {1.675,31}
B) FINANTIAL RESULT {2.50047)| {1.675.31)
ol RESLILT BEFORE TAXES 17.826,15 a2a0 47
Ineame Ex (4 456,54) [(2.070,04%
D) PERIOD RESULT 13,269,614 621013
4. SIGNIFICANT ACCOUNTING AND AUDITING ISSUES
4.1 Trade Receivables

+ Trade recelvables balanca amounts to 949.462,42 Euros, which involves a decrsase 22%
compared with prior year. In order to reducs the period of payment, Electrosteel has requested
early payment from the clustomers, so the average period of recelvables payment has reduced.

hy g
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Concerning with our audit procedures related to this caption, we have requested client
confirmations from the clients with the most relevant balance az of March 31, 2018.

Tha procedures have hean parformed without any excaption.

We have checked that the provision amounting to 7.437,10 Euros {(101.000,00 euros in
20116} are related to 2 clients, Aledan Sur 5L and UTE PEDANIAS BADAJOZ. All the
doubtful clients have been included in this provision.

Cutoff procedures have been performed and no excaption has bean notad.

Thers are not unusual nor slgnificant credit balances according to sub ledgser of trade
recaivables.

42  Othar debtors

Are related to VAT receivable account.

4.3 Cash & Equlvalents

We have verifiad cash and equivalents account and obtained the corresponding bank
canfirmations. No exceplions have been noted.

4.4 Equity.

The egulty amounts to 122.525 86 Euros and is referred to the share capital of the
company totally subscribed and pald out, reserves and the result for the year ended in
March 2018. Result for tha prlor year has baen properly transfarred to reserves, and
the variation compared 2017 is the result of 2018,

4.5 Trada payables.

Trade payables amount {o §88.344 95 Euros (1.205.490,98 Euros in prior year). This
balance is practically owed to the affiliaied company Electrostgel Eurgpe (Spanish branch).

The dacraase of the account 1s dus to the reduction of average payment period.

As mentioned in section one, the company purchases all the stock to the mentigned
affiliated company and it is immediately sold to final client. It is important to remark that the
Company halds no stock.

Balance and transactions with Electrosteel Europe Spanish branch have been properly
reconciled.
4.6 Other payables

Are ralated to VAT payable account.



4.7 P&L ACCOUNT abantos

Sales for the vear ended in March 2018, amount to 1.616.827,05 Euros (2.151.385,51
Euros in prior year}, which Invalves an decrease of 28%. The breakdown is as follows:

As we can see below, the cost struciure of p&lis in line in 2016:

Eurgs
March 31, 0% of March 31, % of
2018 sales 2017 sales

Sales 1.616.827 .05 100,00% 218138551 100008
Cost of sales -1.561.95982 S9561% -2.105.980,81  -55,540h
GEross margln 5486723 3,39% 73.404,70 3,360
{ther expenses -34.540,61 -2, 149% -55.440, 23 -3,00%
Results from ordinary activites 75.153,85 4,65% 85.360,18 3,915
Finangial results, net
Financlal expensive ~2.500,47 =0,15%% ~1.675,31 -0}, 0B8%
Profit {Lass) before tmes F2.093,38 4,50% 83.684,87 3,84%
Income tax 4,456, >} -2.0070, 04

Meat Incomey (Loss) for the year GE.236, B4 4 220 81.614,E3 3,749

Thara are no personne! cost in P&L Statement as the Company does not count on own
parsonnel or amployeas.

4.8 Management Fees & Transfer Pricing Policy

In order to adapt Spanish legislation ta European standards, on January 1, 2007 a new law
came into effect in Spain regulating transfer prices., which requires Spanish
companies to comply with the following rules:

+ Valuation of transactions batween related parsons or entities on the basis of their
normal market value.

» Maintznance of a file with 2!l the documents accradiing the agread-upon transfer
prices, and ba avallable to the tax authorities.

It is required that the Company prepares two sets of documentation:

v A "master file" related to the group as a whole.
» A "local file" for each tax payer containing specific information on the description,
analysis and valuation of the controlled transactions.,

In case of non-compliance in respect to the documentation accrediting the transfer
prices, the new legislation establishes a fine, the amount of which depands on the
information omitted. In order fo avold potential fines and corrections of the taxable base for
comporate income tax, the Company, together with its headquarters, should take the
appropriate measures to satisfy the requirements established by Spanish legislation.

Local management has informead us that a Master and a Local File has bean prepared at
Group Level, therefore we submit this issue to corporate management.

Although the policy established to share margin on sales betwseen Elsctrosteel Europe
and Electrostee! Trading seams to be reasonable, we have noted that no management fee



has bean chargad, In spite of beling taking benefit of the hired offices, and p
Electrosteel Europs and othar supporting resources. ﬁbrdﬁtos

That is the reason why a formal written contract should be signed between both parts,
determining the basis and rationale to calculate the amount to be charged as
management fees in order to aveoid potential tax contingencies in the even a tax
Inspection from Authorities oceurs.

5. MATTERS TO BE FOLLOWED -

Transfer prices documentation {see caption 4.10).

6. SIGN-OFF

Approved by José M id Klantiel
Partnar

May 11, 2018
Madrid, Spain



Annexure § %

abantos

Internal Control deficiency and Disclosure deficicncy

Name(s) of component(s): ELECTROSTEEL TRADING, S.A.
Year-end: 31-3-2018

List of Disclosure deficiency:

Not any

List of Internal Control deficiency:
Management Fees & Transfer Pricing Policy

In otder to adapt Spanish legislation to European standards, on January 1, 2007 a new law
came into effect in Spain regulating transfer prices, which requires Spanish companies (a
comply with the following rules:

« Valuation of trangactions between related persons or entities on the basis of their normal
market value.

» Maintenance of a file with all the documents accrediting the agreed-upon transfer prices,
and be available to the tax authorities.

It is required that the Company prepares two sets of documentation:

= A "master file" related to the group as a whale.
v A "local file” for each tax payer containing specific information on the description,
analysis and valuation of the controlled transactions.

In case of noncomplianee in respect to the documentation accrediting the transfer prices, the
new legislation establishes a fine, the amount of which depends on the information omitted. In
order to avoid potential fines and corrections of the taxable base for corporate incore tax, the
Company, together with its headguarters, should take the appropriate measures to satisfy the
requirements established by Spanish legislation.

Local management has informed us that a Master and a Local File has been prepared at Group
Level, therefore we submit this issne to corporate management.

Although the policy established to share margin on sales between Electrosteel Europe and
Electrosteel Trading seems to be reasonable, we have noted that no management fee has been
charped, in spite of being taking benefit of the hired offices, and personnel of Electrostesl
Europe and other supporting resources. That is the reason why a formal written contract should
be signed between both parts, determining the basis and rationale to caleulate the amount (o be
charged as management fees in order to avoid potential tax contingencies in the even a tax
inspection rom Authorities occurs.
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ELECTROSTEEL TRADING, 8.A.
Velizquez, 19
28001 Madrid

Spain

May 11, 2018

Dear Sirs,

We have engaged you fo perform an audit of the financial statements of Electrosteel
Trading, 5.A. for the year ended March 31, 2018. The purpose of your audit is to report
whether the financial statements of Electrostee] Trading, 5.A. for the year ended March 31,
2018 has been prepared in accordance with Electrostes]l Group accounting policies.
According to these group accounting policies, the financial statements are o be presented
in accordance with Sponish GAAP as well es the accounting and valuation principles
outlined in the (group) accounting manual.

We acknowledge our responsibility for the preparation of the financial statements in

Letter of Representation

incerhe e Bnbrim Marasd s Uartidd Tuon 29445 Falr %77 Saceidn 8 Hols M-S30013, nseriocidn 1 - CIF ABEISI30S

accordance with Spanish GAAP and Electrostee] Group accounting policies end confirm
the following representations to our best knowledge and belief. With respect hereto, we
have disclosed to you not only our personal knowledge, but also the knowledge held by
other metnbers of the company’s management body.

O

. Any statements and other records for the accounting function have been prepared

. We have given instructions that the books of account of the companies were placed

at your disposal compietely. Records include in particular contractual agreements
made with outside computer service centers, descriptions of procedures and other
organizational matters required for an understanding of the accounting function.

The books of account submitted to you reflect all transactions for the above-
mentioned financial year which require recognition in the accounts in accordance
with Spanish GAAP and Electrosteel Group accounting policies.

as a result of existing organizational precavtions and controls enly in accerdan
with the programs and records taken of the operator’s interventions available to
or the descriptions of procedures and organizational matters presented 1o you.

ELECTROSTEEL TRATDING 5.A.
@ b @ G Vetizguaz 19 - 28001 Madid - Te +34 815164 72 29

gletiroslgelPelactrostael as « www.sleclosles.es
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4. We have taken care to ensure thet all unprinted data io the computer mermories are

available at any titne as requircd by legal retention obligations and periods and can
be put inte legible foitn within a reasonable period and, as far as accounting entries
are concemned, in the order of account numbers.

5. We have mede available to you all minutes of the meetings of shareholders,
directors, end committees of directors, or summaries of actions of rccent meetings
for which minutes have not yet been prepared.

6. The financial statemenis andited by you reflects all assets, liabilities, risks (e.g.
impending losses under unfulfilled contracts) and ali accruals and deferrals subject
to inclusion therein, all expense and income items as well as all required disclosures
in accordance with Spanish GAAP and Electrosteel Group accounting policies,

7. Subsequent events affecting valuation did not eccur.

8. Changes in accounting principles did not occur.

5. A summary of associates has been presented {o you.

10. Significant assumptions used by vs in making accounting estimates, including those
measured at fair value, are reasonable.

11. We have disclosed to you the identity of all the entity's related parties and all the
related party relationships and transactions of which we are ware

12. We believe that alt related parties transactions have been adequately recorded and
disclosed in the financizs! statements.

Insratia mn Fratsh Baresf de Madr i Toos 29645, Folln 152, Seccida 8, Hata M-530013, inarriptidn 1 - CIF A3ATE4 305

13.On the balance sheet date, contingencies resulting from the issuance and
endorsement of bills, from guarantees, warranties on bills and checks and from
puarantee agreements as well as contingencies from providing collateral for third
party libilities did not exist at the reporting date of the financial statements.

14. Commitments under letters of support not stated in the financial statements did not
exist at the reporting date of the financial statements.

15. Ligbilities {inciuding contingent liabilities) callateralized by liens or similar rights
did not exist at the reparting date of the Commitments under letters of support not
stated in the financial statements.

16. Commitments for return to the vendar of assets included in the financial statements
as well a3 commitments for taking back assets not included in the financial
statements did not exist at the reporting date of the financial statements.

17, Derivative financig! instruments (for example foreign curmrency-, interest ta
securities- and index-related option and forward contracts, interest and curren

@ ELECTROBGTEEL TRADING 5.4
wgﬁ @ CF Velipruez 10 - 200 Madid - Tel +34 HaB4 71 22

abecirosizelbelectrosles! og - www.elechiosteeles
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19.

20.

21.

23,

24,

swaps, forward rate agreements und forward deposits) did not exist at the reporting
date of the financial statemants.

Agreements, for which on account of their nature, length of pedod, potential
conitactual penalties or ather reasons are or may become significant for an
assessment of the financial position of the company (e.g. agreements with suppliers,
customers and affiliated companies as well as syndicates, pension, option, bid bond,
leasing and trust agreements and agreements providing for fulfiliment out of profits)
have been presentad to you completely.

Financial commiiments anising from these apreements as well as otber major
financial commitments (e.g. from general overhauls) bave been - to the extent not
diselosed in the financial statements — presented to you complelely.

Litigation and other disputes which are significant for an assessment of the
company’s financial position were not pending on either the reporting date of the
financial statements or the date of this letter.

Breakdowns and significant deficiencies of the internal control system as well as
ascertained or suspected fraudulent acts against the Company did not occur and are
currently not existing,

We acknowledge our responsibility for the design and implementation of internal
contral to prevent end detect fraud.

We have disciosed to you the results of cur assessment of the risk that the financial
statemnenis may be materially misstated as a result of fraud.

O We have no knowledge of any allegations of fraud or suspected fraud affecting
the entity’s financial statements received in commwmications from employees,
former employees, analysts, regulators or others.

. We have disclosed to you all known instances of non-compliance or suspected non-

complience with laws or regulations whose effects should be considered when
preparing the financial statements

We believe that the effects of the uncorrected financia) statements misstatements
summarized in the accompanying schedule are immaterial, both individually and in
the apgregate, to the financial staterents taken as a whole.

All events subsequent to the date of the financial statements and for which
{Internaticnal Financial Reporting Standards] require adjustment or disclosure have
been adjusted or disclosed

ELECTROSTEEL TRADING S.A.
vw
e 18- i - 7129
@ Dvew ﬂla ? Cf Velizguez 13 - ZH00H Maded - Tel +34 915 64

electrasiesl@mlactmsisasl2s - www.electrosizales
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Jesis Luis Yu

Seeretario
ELECTROSTEEL TRADING, S.A,

[S B ECTROSTEE,

C.LF. A-BE3I54305
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Aihexnre 7
Subsequent Event Review
Name of component(s); ELECTROSTEEL TRADING, S.A. qbqntos

Year-end: 31/03/2018

Subsequent to the submission ot our clearance memorandum and audit summary memorandum to you on £ £/05/201 8,
we have carmied out procedures in accordance wikh your referral instruction

Blaterial Adjusting Events Subsequent to Period-End

Insert adjusting events that are more than inconsequential to the group. State "none” if none have been identified.

MNot any

Material Nog-adjusting Events Subsequent t¢ Period-End

Insert non-adjusting events that are more than inconsequential to the group. Stale "none" if none have been identified.

Naot any

b /
Yours gincerely ( 4
L] /

Carrié Montiel

Name of Engagement Principal Jos



