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Pursuant to Regulation 30 of the Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) Regulations, 2015, please find enclosed herewith following
documents/ information duly approved by the Board of Directors of the Company in their
meeting held on June 29, 2021.

1. Audited Financial Results of the Company for the Quarter and year ended March 31,
2021.

2. Statement of Assets and Liabilities for the half year ended March 31, 2021.

3. Cash flow statement on standalone and consolidated basis, pursuant to Regulation
33(3)(g) of the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015.

4, Auditors Report and Statement of Impact of audit qualifications on the basis of
standalone and consolidated financials for the year 31.03.2021.

The meeting of the Board of Directors of the Company commenced at 12.15 P.M. and
concluded at 7.05 P.M.
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WINSOME YARNS LIMITED
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AUDITED FINANCIAL RESULTS FOR THE QUARTER AND YEAR ENDED ON 31ST MARCH 2021

PART-I , . ~ "Rs.in Lakhs
. Standalone Consolidated .
Sr. No. Particulars Audited | Unaudited | Audited Audited | Audited | Unaudited | Audited _ Audited
Quarter Ended Year Ended Quarter Ended Year Ended
31.03.2021 | 31.12.2020 | 31.03.2020 | 31.03.2021 | 31.03.2020 | 31.03.2021 | 31.12.2020 | 31.03.2020 | 31.03.2021 |31.03.2020
Revenue ) . . ,
1 Income from operations 1,013 1,211 1934 3571 10,686 1,013 1211 1934 3571 10686
2 Other Income 5 3 4 53| 17 119 3 4 53| 17 119
3 Total Revenue(1+2) 1,016 1,215 1,987 3588 10,805 1,016 1,215 1,987 ‘3588 ‘_Pmo.m
4 Expenses . i
(a) Cost of Material consumed ‘ . . . 64 ) 106 259 . 504 4208| 64 106 259 504 4208
(b) Purchase of stock-in-trade - -1 285 0 285 - - 285 0 285
(c) Excise Duty * - - - 0 - - - - 0 -
(d) Changes in Inventories of finished goods,Work in progress & i
stock in trade (77) 292 615 87 1,268 77) 292 -615 87 1268
(e) Employee Benefit expense ) 527 483 553 1780 2,594 527 483 553 1780 .2594
(f) Finance cost : o| - 6 2 6 6 0 6 2 6 6 '
(g) Depreciation & Amortisation expenses 375 372 381 1493 1,525 375 372 381 1493] 1525
(h) Other expenses 618 554 1002, 1839 4,327 618 555 1003 1839 4333]
Total Expenses 1,507 1,813 3,097 5709 14,213] 1,507 1,814 3,098 5,709 14,219
5 |Profit /(Loss) from Operations before Exceptional Items and :
tax.(3-4) (491) (598) (1,110) (2,121) (3,408) (491) (599) (1,111) (2,121) (3,414)
6 Exceptional ltems - - - - (1,414) - - - .- (1,414)
7 |Profit (Loss) before Tax (5+6) (491) (598) (1,110 (2,121 (4,822) (491) (599) (1,11 (2121 (4,828)
8  [TaxExpense . ]
- Current Tax S - - - - - - - - -
- Earlier years Tax . ) - - - - - - - - - -
- Deferred Tax Liability/(Asset) . - - - 44 - 44 - - 44 - 44
9 [|Profit/(Loss) after tax (7-8) (491) (598) (1,154) (2,121) (4,866) (491) (599) (1,155) (2121)] (4,872)
10 |Other Comprehensive income -1. - 65 - 65 .0 - 65 - 65
11 [Total Comprehensive income(9+10)  (491) (598) (1,089) (2,121) (4,801) (491) (599) {1,090) (2,121) (4,807)
12 Paid - up Equity Capital (Face Value - Rs. 10/- each) ) 7,071 7,071 7,071 7,071 7,071 C 7,07 7,071 - 7,071 7,071 7,071
13 |Reserve excluding revaluation reserve as per Balance Sheet of , o .l
Previous accounting year (43,929) (41,807), (43,919) - (41,798),
14 | Eamnings Per Share of Rs 10/- each (Not Annualised) - Basic &
Diluted (Rs.) (0.69) (0.85) (1.54) (3.00) (6.79) (0.69) (3.00)




Notes:

The above unaudited financial results were reviewed by the Audit Committee and approved by the Board of Directors at its. meeting held on June 29, 2021.

The Statutory Auditors of the Company have carried out the audit of the aforesaid financial results for the quarter and year ended on March 31, 2021 in accordance with Regulation 33 of the SEBI (Listing
Obligation and Disclosures Requirements) Regulations, 2015, ) B

In line with the provisions of Ind AS-108 ‘Operating Segments’ as notified under the Companies (Ind AS) Rules, 2015, and as provided in section 133 of the Companies Act, 2013, the operations of the Company
fall under one line of business activity namely, Textiles (Yarn, Knitwear & related revenue), which is considered to be the only reportable segment by the management.

COVID-19  pandemic has caused serious disruptions on the global economic and business environment and there is a huge uncertainty with respect to its severity, which cannot be reasonably ascertained.
However, the Company has evaluated and factored the possible effects in its working to the extent possible, including likely impact that may result from the COVID-19 pandemic as well as all ‘events and

operations for reasons of observing a high level of health and safety, the Company has undertaken manufacturing operations on job work basis.

The operations of the Company are running at substantially below optimal levels. The operations are expected to remain impacted until customer orders return to normal levels, and supply chain stabilises,
and the availability of manpower is consistent. : . :

The impact of any event and developments occurring after the financial results for the quarter and year ended March 31, 2021 may differ from that estimated as at the date of approval of these financial
results and will be recognised prospectively. COVID-19 pandemic has caused serious disruptions on the global economic and business environment and thére is a huge c:nmnm:._zi; respect to its severity,
which cannot be reasonably ascertained. However, the Company has evaluated and factored the possible effects in its working to the extent possible, including likely impact that may result from the COVID-|
19 pandemic as well as all events and circumstances upto the date of approval of these financial results on the carrying value of its assets and liabilities as at 31st March 2021.In order to mitigate the)
uncertainty due to frequent lock-down of operations for reasons of observing a high level of health and safety, the Company has undertaken manufacturing operations on job work basis. )

The operations of the Company are running at substantially below optimal levels. The operations are expected to remain impacted until customer orders return to normal levels, and supply chain stabilises,
and the availability of manpower is consistent.

ﬁ.mwauwnﬁommgm<m3m:anm<m_ou3m:$onncismm#mqnsm::m:n_m_ _‘mw:_mio::mncmnmﬂmsa,\mmqm:ama_,\_m«n:wH,NONH3m<&mml«oaz_ﬁmmzamﬂmammm,ﬁ Emamﬁmo_" muu8<m_o::mmmm:ngm_
results and will be recognised prospectively. . . . :

Auditors remarks on accounts for the quarter and year ended March 31, 2021: (1) Regarding preparation of accounts on going concern basis despite accumulated losses of the Company being substantially in
excess of its net worth: Management Response: Consolidated response as part of Note No. 6 hereinbelow; (2) Regarding non-provision for interest and penalty on Borrowings and long outstanding receivable:|
‘Management response: The interest on borrowings of the Company to the extent not accounted in books of account of the Company will be considered on settlement / restructuring of borrowings and efforts|
are being made to recover the outstanding receivable, Provision will be made upon finalisation; (3) Regarding pending receipt of part money of GDR invested in money matket instrument outside India, non
accounting of the same at fair value and non-recognition of exchange fluctuation in respect thereto: Management response: Consolidated response as part of Note No. 7 hereinbelow; (4) Regarding
provisions made in books of account in case of investments In subsidiaries, amounts to be written off/written back and adjustment/set off of payment of receivables/payable from/to overseas|
parties/suppliers, which are pending necessary approval of the competent authority: Management Response: The Company has filed uptodate returns, and approvals for adjustments will be effected in due
course; (6) Regarding pending confirmation/reconciliation of balances of certain receivables, bank balances, payables, secured loans, contingent and other liabilities, loans and advances - impact
unascertainable): Management response: Confirmation and reconciliation of balances is carried out on an ongoing basis and adjustments, if any, arising therefrom are accounted from time to time.

circumstances upto the date of approval of these financial results on the carrying value of its assets and liabilities as at 31st March 2021.In order to mitigate the uncertainty due to frequent lock-down of

Edelweiss Assets Reconstruction Company Limited (EARC), an Asset Reconstruction Company, has claimed that it is an assignee of debt payable by the Company to certain banks. In determination and

.{recovery proceedings brought by Banks and EARC against the Company, the amount claimed was disputed by the Company and not acknowledged as its liability. The Company has also disputed the claim as

being barred by limitation. Additionally, the Company has preferred a counter claim against the claimants for the losses caused by them to the Company. The Company initiated settlement discussions with
certain banks, which were without prejudice to its rights, and the offer proposed by the Company was not accepted. The Financial Commissioner of the State of Punjab has since determined that the
Agreements for Assignment of debt by lenders of the Company to EARC are insufficiently stamped, and therefore, defective.EARC had filed a Petition to initiate insolvency proceedings against the Company,
which was been dismissed by the Hon’ble NCLT vide its order dated 14th March 2020 upon an observation that the assignment deed is unenforceable.An appeal has been filed by EARC against this
order.Indian Overseas Bank has i

against it, and accounting of Claims by and against the Company will be accounted on resolution thereof. The Management expects that cash flows of the Company in future will be sufficient to meet its
admitted liabilities, and the accounts of the Company have therefore, been prepared on ‘Going Concern’ basis. .

ted insolvency proceedings against the Company before NCLT which is being contested by the Company. The Company does not consider itself liable towards Claims|-

GDR issued earlier by the Company, listed on Luxemburg Stock Exchange, were delisted. USD 48,19,980 (Rs. 2568.41 Lakhs without exchange adjustment) is invested in money market qucam:w outside

exchange rate fluctuation

be accounted at the time when the amount is repatriated. The Company is filing an Appeal against the order of SEBI imposing penalty in relation to matters connected with issue
£oNnp v

India to use the amount for earmarked purposes, i.e., setting up a Yarn Dying Plant. The Plant could not be implemented as requisite support was then not extended by the lenders. The final effect of|

The NSE and BSE had suspended trading of Equity shares of the Company due to delay in payment of certain amounts to the NSE and BSE. The delay occurred due to a technical glitch in the banking network
wherefrom the payment was initiated by the Company. The Company has represented to the Stock Exchanges for review and revocation of their decision to suspend trading, and has also filed an appea!

against the decision of the Stock Exchanges before SAT.

The figures of last quarter are the balancing figures between audited figures in. respect of the full financial year and the published year-to-date figures upto the ,%m/a quarter of the current financial year.
The figures for the previous quarter and year have been regrouped / rearranged, wherever necessary, to confirm to the current period’s classificatipi=<g Wmml )

Place:

Chandigarh \ ~J ™ Manish Bagrodia

Date :

June 28, 2021.

~ Chairman and Managing Director|
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KHANDELIA
&SHARMA

CHARTERED ACCOUNTANTS

Independent Auditor’'s Report on Standalone Financial Result of the Winsome
Yarn Limited Pursuant to the Requlation 33 of the SEBI Listing Obligations and

Disclosure Requirements) Requlations, 2015

To Board of Director of Winsome Yarn Limited

Qualified Opinion

We have audited the accompanying Standalone annual financial result (“the statement”) of
Winsome Yarns Limited ("the Company"), for the year ended 31% March 2021, attached
herewith, being submitted by the company pursuant to the requirements of regulations 33
of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015.

In our opinion and to the best of our information and according to the explanations given to
us, the aforesaid financial results:

(i) Present financial results in accordance with the requirements of Regulation 33 of
the Listing Regulations, except for the effects/possible effects of the
matters described in paragraph under 'Basis for Qualified Opinion’,

(ii) give a true and fair view in conformity with the accounting principles generally
accepted in India including the Ind AS, of the standalone net loss after tax and
other comprehensive income/loss of the Company as at March 31%, 2021, except
for the effects/possible effects of the matters described in paragraph
under 'Basis for Qualified Opinion’.

Basis for Qualified opinion

1. In view of accumulated losses of the Company as at the end of March 31, 2021, the net
worth of the Company as at that date being negative, continuous losses, negative cash
flows and due to financial constraints, resignation of KMP and non-deposit of statutory
dues on time, material uncertainty exists about the company ability to continue as going
concern. The decision of management of the Company to prepare the accounts of the
Company on going concern basis for reasons that, (refer to note no. 6 of standalone
financial result) The Management expects that its cash flows of the Company in the near
future will be sufficient to meet the resulting payment and repayment obligations as
may arise as a result of restructuring agreement, and the accounts of the Company
have therefore, been prepared on '‘Going Concern’ basis, there would arise a need to
adjust the realizable value of assets and liabilities in the event of failure of assumptions
as to going concern, and in the absence of impact of aforesaid assumptions having been
un-ascertained, we are unable to comment thereon.

407, South-Ex Plaza II, South Extension 2, New Delhi 110 049, India | +91 1141643733 | info@ks-ca.com | www.ks-ca.com
Dimapul| Agra|
Peer Review Certificate No. 011580 Dated 05thMarch 2019



2. The Financial result for the year ended on March 31, 2021 are understated due to:

a) Non provisioning of interest expenses, on borrowings, of Rs. 14852.97 Lakhs for the
year ended on March 31, 2021 (Rs. 12890.29 lakhs for the year ended on March 31,
2020), and Rs. 67556.26 Lakhs being aggregate amount of interest unprovided till
the year ended March 31, 2021 (Rs. 52703.29 Lakhs till the year ended March 31,
2020), and further amount towards penal interest, penalty, interest to EARC payable
etc. as may be charged by the lenders. (In the absence of statement of account, the
above amount has been arrived at as per estimates of the Company, and the
aggregate unprovided amount in books of account of the Company is not
ascertainable with accuracy)

b) Non provisioning against long outstanding receivables of Rs.602.50 Lakhs (Rs.
521.57 Lakhs as at March 31, 2020) including of overseas overdue trade receivables.
Further Re-instatement of few debtors, advance from customers, creditors for
export, etc on exchange fluctuation is not recognized in line with Ind AS - 21 “The
Effects of changes in Foreign Exchange Rates” the effect of which we are unable to
comment.

. As stated in note no. 7 of standalone financial statement, investment in USD 48,19,980
in Arise Money Market Fund. As per information given to us, the balance above is as per
rate of exchange prevailing at the time of investment, and is subject to adjustment in
rate of foreign exchange and accruals on money market investments. The non-
accounting of investment at fair value and non-recognition of exchange fluctuation in
respect thereto is not in line with Ind AS 109 "Financial Instruments" and Ind AS-21
"The Effects of Changes in Foreign Exchange Rates". In the absence of any confirmation
and working, the effect of over/under valuation of investment and over/under
statement, we are unable to comment.

. Regarding provisions in case of investments in subsidiaries, written off/written back and
adjustment/ set off of payment of receivables/payables from/to overseas
parties/suppliers, which is pending necessary approval of the competent authority.

The Internal Control Systems need to be further strengthened in order that they are
commensurate with the size of the Company and the nature of its business, more
particularly in areas of, purchases and consumption of materials, allocation of
overheads, charging of expenses, set-off of balances, and invoicing of sale of goods and

services.

. Confirmation of balances and reconciliation thereof with respective parties are pending,
which include balances pertaining to, accounts receivable and accounts payable, bank
balances (including FDR), other current assets, advance for leasing, security deposit
with government, loans and advances recoverable, secured loans, other liabilities,
provisions, and contingent liabilities. All balances have been certified by the
management of the Company. In the absence of the Company having aforementioned

7
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details and confirmations, the impact thereof is unascertainable, and therefore, not
being commented. Further strengthening of internal controls by the Company will
provide greater reliability.

7. In earlier year, management noticed and found fraud in the nature of
shortage/misappropriation of goods stored at its Ludhiana Branch during the financial
year 2017-18 by its employee/s against which the management took action by lodging
F.I.R. with the concerned Police Station and investigation in the matter is pending. The
misappropriation of goods has been valued at Rs. 70 Lakhs against which some of the
parties to whom goods were sold by the concerned employees have confirmed having
received the goods and also confirmed to the Company as having made payment
against the same. The Company also filed its claim to insurance company under
Employee Fidelity Insurance, effect whereof has been accounted in the books of account
of the Company, considering the ongoing recovery process of its claims and as per
information given to us by management the matter is still pending and same as it is
previous financial year.

We conducted our audit in accordance with the standard on auditing ("SA”) specified under
section 143(10) of the Act. Our responsibilities under those standards are further describes
in the Auditor’s Responsibilities for the audit of the statement 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 (“the ICAI”) together with the ethical requirements that
are relevant to our audit of the financial statements under the provisions of the act 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 obtained by
us is sufficient and appropriate to provide a basis for our qualified opinion.

Emphasis of matter

i) As per information given to us, the company has made advance payment of Rs.
2268.50 Lakhs to Edelweiss Assets Reconstruction Company for advance against
restructuring of loan. Loan outstanding from Edelweiss Assets Reconstruction
Company amounting of Rs. 47071.08 Lakhs.

ii) The company has not made provision for the demand raised by various authorities
as the matters are pending before various appellate forum. We are unable to
comment upon possible impact in the standalone financial statements for the year
31* March, 2021,

iii) We draw attention to the users of the financial statement of the company ended on
31st March, 2021, that the lender Edelweiss Assets Reconstruction Company
Limited and Indian Overseas Bank has filed an application against company under
section 7 of the Insolvency & Bankruptcy Code, 2016 before National Company Law
Tribunal, Chandigarh Branch. The Company Petition filed by Edelweiss Asset
Reconstruction Company Limited against the Company for initiation of Corporate
Insolvency Resolution Process (CIRP) under Insolvency and Bankruptcy Code (IBC),

o



2016 has been rejected by National Company Law Tribunal, Chandigarh Bench vide
its Order dated 17.03.2020 and the matter is pending before the National Company
Law Appellate Tribunal.

Our opinion is not modified in respect of these matters.

Responsibilities of Management and Those Charged with Governance for the
Statement

This Statement has been prepared on the basis of the standalone annual audited financial
statements and has been approved by the Company's Board of Directors. The Company’s
Board of Directors is responsible for the preparation and presentation of the Statement that
gives a true and fair view of the net profit/loss and other comprehensive income and other
financial information of the Company in accordance with the accounting principles generally
accepted in India, including Ind AS prescribed under Section 133 of the Act, read with
relevant rules issued thereunder and other accounting principles generally accepted in
India, and in compliance with Regulation 33 of the Listing Regulations. 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 Statement that gives a true
and fair view and is free from material misstatement, whether due to fraud or error.

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

The Board of Directors is also responsible for overseeing the Company’s financial reporting
process.

Auditor's Responsibilities for the Audit of the Statement

Our objectives are to obtain reasonable assurance about whether the Statement as a whole
is free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is
not a guarantee that an audit conducted in accordance with Standards on Auditing,
specified under section 143(10) of the Act, 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 this Statement.



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

* Identify and assess the risks of material misstatement of the Statement, 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 Act, we are also responsible for expressing our opinion on whether the
Company has in place adequate internal financial controls with reference to financial
statements and the operating effectiveness of such controls.

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

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

e Evaluate the overall presentation, structure and content of the Statement,
including the disclosures, and whether the Statement represents the underlying
transactions and events in a manner that achieves fair presentation.

* Obtain sufficient appropriate audit evidence regarding the financial information of
the Company to express an opinion on the Statement. We are responsible for the
direction, supervision and performance of the audit of financial information of the
Company of which we are the independent auditors. For the subsidiaries included in
the Statement, which have been audited by other auditors or not have been audited
by other auditors, such other auditors or management remain responsible for the
direction, supervision and performance of the audits carried out by them. We remain
solely responsible for our audit opinion.

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



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

Other Matter

The annual financial results included the results for the quarter ended 31 March 2021
being the balancing figure between the audited figures in respect of the full financial
year and the published unaudited year to date figures up to the third quarter of the
current financial year which were subject to limited review by us.

For Khandelia & Sharma
Chartered Accountants
Firm Registration No: 510525C
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CA. Arun Khandelia Place: New Delhi
Partner Date: 29-June-2021
Membership No.: 089125

ICAI UDIN No.: 21089125AAAAF07125
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CHARTERED ACCOUNTANTS

Independent Auditor’'s Report on Consolidated Financial Result of the
Winsome Yarn Limited Pursuant to the Requlation 33 of the SEBI (Listin
Obligations and Disclosure Requirements) Requlations, 2015

To Board of Director of Winsome Yarn Limited

Qualified Opinion.

We have audited the accompanying Consolidated annual financial result (“the
statement”) of Winsome Yarns Limited ("the Holding Company") and its subsidiaries
(the Holding Company and its Subsidiaries together referred to as “the Group”), for
the year ended 315 March 2021, attached herewith, being submitted by the holding
Company pursuant to the requirements of regulations 33 of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015.

In our opinion and to the best of our information and according to the explanations
given to us, and other financial information of subsidiary as referred to in “Other
Matter” paragraphs of the aforesaid financial result:

(i) Includes the annual financial results of the following subsidiaries

Subsidiary Holding Company Country
Winsome Yarns (Cypurs) Ltd Cyprus
Winsome Yarns FZE United Arab Emirates

(i) Present financial results in accordance with the requirements of Regulation
33 of the Listing Regulations, except for the effects/possible effects of
the matters described in paragraph under 'Basis for Qualified
Opinion’,

(iiif) give a true and fair view in conformity with the accounting principles
generally accepted in India including the Ind AS, of the consolidated net
loss after tax and other comprehensive income/loss of the Holding
Company as at March 31%, 2021, except for the effects/possible
effects of the matters described in paragraph under 'Basis for
Qualified Opinion’'.

Basis for qualified opinion

1. In view of accumulated losses of the Group as at the end of March 31, 2021, the
net worth of the Holding Company as at that date being negative, continuous
losses, negative cash flows and due to financial constraints, resignation of KMP
and non-deposit of statutory dues on time, material uncertainty exists abeut the
Holding Company ability to continue as going concern. The ‘decisjon of
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management of the Holding Company to prepare the accounts of the Holding
Company on going concern basis for reasons that, (refer to note no. 6 of
standalone financial result) The Management of Holding Company expects that
its cash flows of the Company in the near future will be sufficient to meet the
resulting payment and repayment obligations as may arise as a result of
restructuring agreement, and the accounts of the Company have therefore, been
prepared on ‘Going Concern’ basis, there would arise a need to adjust the
realizable value of assets and liabilities in the event of failure of assumptions as
to going concern, and in the absence of impact of aforesaid assumptions having
been un-ascertained, we are unable to comment thereon.

. The Financial result for the year ended on March 31, 2021 are understated due

to:

a) Non provisioning of interest expenses, on borrowings, of Rs. 14852.97 Lakhs
for the year ended on March 31, 2021 (Rs. 12890.29 lakhs for the year ended
on March 31, 2020), and Rs. 67556.26 Lakhs being aggregate amount of
interest unprovided till the year ended March 31, 2021 (Rs. 52703.29 Lakhs
till the year ended March 31, 2020), and further amount towards penal
interest, penalty, interest payable to EARC etc. as may be charged by the
lenders. (In the absence of statement of account, the above amount has been
arrived at as per estimates of the Holding Company, and the aggregate
unprovided amount in books of account of the Holding Company is not
ascertainable with accuracy)

b) Non provisioning against long outstanding receivables of Rs.602.50 Lakhs (Rs.
521.57 Lakhs as at March 31, 2020) including of overseas overdue trade
receivables. Further Re-instatement of few debtors, advance from customers,
creditors for export, etc on exchange fluctuation is not recognized in line with
Ind AS - 21 "The Effects of changes in Foreign Exchange Rates” the effect of
which we are unable to comment.

. As stated in note no. 7 of consolidated financial statement, investment in USD
48,19,980 in Arise Money Market Fund. As per information given to us, the
balance above is as per rate of exchange prevailing at the time of investment,
and is subject to adjustment in rate of foreign exchange and accruals on money
market investments. The non-accounting of investment at fair value and non-
recognition of exchange fluctuation in respect thereto is not in line with Ind AS
109 "Financial Instruments” and Ind AS-21 "The Effects of Changes in Foreign
Exchange Rates". In the absence of any confirmation and working, the effect of
over/under valuation and over/under statement, we are unable to comment.

. Regarding provisions in case of investments in subsidiaries, written off/written
back and adjustment/ set off of payment of receivables/payables from/to
overseas parties/suppliers, which is pending necessary approval of the

competent authority.




5. The Internal Control Systems need to be further strengthened in order that they
are commensurate with the size of the Holding Company and the nature of its
business, more particularly in areas of, purchases and consumption of materials,
charging of expenses, set-off of balances, and invoicing of sale of goods and
services,

6. Confirmation of balances and reconciliation thereof with respective parties are
pending, which include balances pertaining to, accounts receivable and payable,
bank balances (including FDR), other current assets, advance for leasing,
security deposit with government, loans and advances recoverable, secured
loans, other liabilities, provisions, and contingent liabilities. All balances have
been certified by the management of the Holding Company. In the absence of
the Holding Company having aforementioned details and confirmations, the
impact thereof is unascertainable, and therefore, not being commented. Further
strengthening of internal controls by the Holding Company will provide greater

reliability.

7. In earlier year, management of Holding Company noticed and found fraud in the
nature of shortage/misappropriation of goods stored at its Ludhiana Branch
during the financial year 2017-18 by its employee/s against which the
management of Holding Company took action by lodging F.I.R. with the
concerned Police Station and investigation in the matter is pending. The
misappropriation of goods has been valued at Rs. 70 Lakhs against which some
of the parties to whom goods were sold by the concerned employees have
confirmed having received the goods and also confirmed to the Holding Company
as having made payment against the same. The Holding Company also filed its
claim to insurance Company under Employee Fidelity Insurance, effect whereof
has been accounted in the books of account of the Holding Company, considering
the ongoing recovery process of its claims and as per information given to us by
management the matter is still pending and same as it is previous financial year.

8. We have not been provided the financial statement/financial information of
subsidiary companies (1) Winsome Yarns (Cyprus) Ltd, (2) Winsome Yarns FZE.
Therefore, we are unable to comment about any possible effect of these
subsidiary companies in consolidated financial statement for the period ending
31% March 2021.

We conducted our audit in accordance with the standard on auditing (*SA”) specified
under section 143(10) of the Act. Our responsibilities under those standards are
further describes in the Auditor’s Responsibilities for the audit of the statement
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 (“the ICAI")
together with the ethical requirements that are relevant to our audit of the financial
statements under the provisions of the act 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 obtained by us is sufficient
and appropriate to provide a basis for our qualified opinion.

Emphasis of matter

i) As per information given to us, the Holding Company has made advance
payment of Rs. 2268.50 Lakhs to Edelweiss Assets Reconstruction Holding
Company for advance against restructuring of loan. Loan outstanding from
Edelweiss Assets Reconstruction Holding Company amounting of Rs. 47071.08
Lakhs.

i) The holding company has not made provision for the demand raised by
various authorities as the matters are pending before various appellate forum.
We are unable to comment upon possible impact in the consolidated financial
statements for the year 31 March, 2021.

ii) We draw attention to the users of the financial statement of the Holding
Company ended on 31st March, 2021, that the lender Edelweiss Assets
Reconstruction Holding Company Limited and Indian Overseas Bank has filed
an application against Holding Company under section 7 of the Insolvency &
Bankruptcy Code, 2016 before National Holding Company Law Tribunal,
Chandigarh Branch. The Holding Company Petition filed by Edelweiss Asset
Reconstruction Holding Company Limited against the Holding Company for
initiation of Corporate Insolvency Resolution Process (CIRP) under Insolvency
and Bankruptcy Code (IBC), 2016 has been rejected by National Company
Law Tribunal, Chandigarh Bench vide its Order dated 17.03.2020 and the
matter is pending before National Company Law Appellate Tribunal,

Our opinion is not modified in respect of these matters.

Responsibilities of Management and Those Charged with Governance for
the Consolidated Financial Statement

This Statement has been prepared on the basis of the consolidated annual audited
financial statements and has been approved by the Holding Company's Board of
Directors. The Holding Company’s Board of Directors is responsible for the
preparation and presentation of the Statement that gives a true and fair view of the
net profit/loss and other comprehensive income and other financial information of
the Holding Company in accordance with the accounting principles generally
accepted in India, including Ind AS prescribed under Section 133 of the Act, read
with relevant rules issued thereunder and other accounting principles generally
accepted in India, and in compliance with Regulation 33 of the Listing Regulations.
This responsibility also includes maintenance of adequate accounting records in
accordance with the provisions of the Act for safeguarding of the assets of the
Holding Company and for preventing and detecting frauds and other-irregularities;
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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 Statement that gives a true and fair view
and is free from material misstatement, whether due to fraud or error.

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

The Board of Directors is also responsible for overseeing the Holding Company’s
financial reporting process.

Auditor's Responsibilities for the Audit of the Consolidated Financial
Statement

Our objectives are to obtain reasonable assurance about whether the Statement as
a whole is free from material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Reasonable assurance is a high
level of assurance but is not a guarantee that an audit conducted in accordance with
Standards on Auditing, specified under section 143(10) of the Act, 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 this Statement.

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

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

e Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances. Under
Section 143(3) (i) of the Act, we are also responsible for expressing our
opinion on whether the Holding Company has in place adequate internal



financial controls with reference to financial statements and the operating
effectiveness of such controls.

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

* Conclude on the appropriateness of the management’s use of the going
concern basis of accounting and, based on the audit evidence obtained,
whether a material uncertainty exists related to events or conditions that may
cast significant doubt on the Holding Company’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to
draw attention in our auditor's report to the related disclosures in the
Statement 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 ar conditions may cause the Holding
Company to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the Statement,
including the disclosures, and whether the Statement represents the
underlying transactions and events in a manner that achieves fair
presentation.

e Obtain sufficient appropriate audit evidence regarding the financial
information of the Holding Company to express an opinion on the Statement.
We are responsible for the direction, supervision and performance of the audit
of financial information of the Holding Company of which we are the
independent auditors. For the subsidiaries included in the Statement, which
have been audited by other auditors or not have been audited by other
auditors, such other auditors or management remain responsible for the
direction, supervision and performance of the audits carried out by them. We
remain solely responsible for our audit opinion.

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

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



Other Matters.

We were not provided with the financial statements of subsidiaries of the Holding
Company included in consolidated Ind AS financial statements for the year ended
March 31, 2021, whose financial statements as prepared and consolidated by the
management reflect total assets of Rs. 51.20 Lakhs as at March 31, 2021, as well
as total revenue of Rs Nil, total loss after tax of Rs Nil and net cash flow decrease
by Rs 34.33 lakh for the year ended on that date. These financial statements and
other financial information have been approved by management of holding
company. Our opinion on the consolidated Ind AS financial results, to the extent
have been derived from such management certified financial statements as at
March 31, 2021.

For Khandelia & Sharma
Chartered Accountants
Firm Registration No: 510525C
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CA. Arun Khandelia o Place: New Delhi
Partner Date: 29-June-2021
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