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WINSOME YARNS LIMITED
Regd.Office: SCO # 191-192, Sector 34-A, Chandigarh - 160022 ]
CIN : L17115CH1990PLC010566,Email ~ cshare@winsomegroup.com, Website ~ www.winsomegroup.com Phone No.91-172-4613000, Fax No,.91v-1 72-4614000
..+ " AUDITED FINANCIAL RESULTS FOR THE QUARTER AND YEAR ENDED ON 31ST MAR. 2017°
PART-I Rs.in lacs
1 | Standalone Consolidated
Sr.No. | Particulars " Unaudited Audited Audited|
Quarter Ended Year Ended Year Ended Yeafr Ended|
31.03.2017|31.12.2016 | 31.03.2016 | 31.03.2017 |31.03.2016 | 31.03.2017 | 31,03,2016 | -
1 |Revenue from eperations 10471 7493 9241  37131] 37468/l 37131 37474
Less: Excise bvuty - 4 - 12 -f 12 Ll
Net Revenue from operations 10471 7489 9241 37119 37468/ 37119 37474
2 Other Income 93 14f 323 186 419| 186| 4301:
Total Revenue(1+2) 10,564 7,503] 9,564  37,305| 37,887 - 37,305/ . | 37,904
3  |Expenses k i o _
(a) Cost of Material consumed 7183 5605 6015 26022 25740| 26022 | 25740]
(b) Purchase of stock-in-trade - 29| 89 34 137 34| 142,
(c) Changes in Inventories of finished goods,Work in progress ' ; [ i ]
8 stock in trade 790 (344)] 468 | (733) (525)| (733), (525)|
(d) Employee Benefit expense 809 821 600 3232 2767 3232 2767
(e) Finance cost 14 10 583 45 607 45 607
(f) Depreciation & Amortisation expenses 434 437| 588 1742 1878 1742] 1878
(g) Other expenses 965 2227| 3456 8563 10283 8749| . | 10285
Total Expenses 10,195 8,785 11,799, 38,905' 40,887 39,091 | 40,894
4 Profit /(Loss) from Operations before Exceptional Items(2- ‘ i A i ‘ :
%) 369  (1,282) (2,235  (1,600) (3,000 (1,786) | (2,990)
5  |[Exceptional ltems - - (444)| : - - - 5
®  [rofit (Loss) before Tax (4-5) 369 (1,282 (1,791  (1,600) (3,000 (1,786)| | (2,995)
7  |Tax Expense ‘ ‘ |
- Current Tax - - - - - - =
- Earlier years Tax 6 - - 6 - [ -
- Deferred Tax Liability/(Asset) - - - -] - - -
8 |Profiti{Loss) after tax (6-7) 363 (1,282))  (1,791)]  (1,608)]  (3,000) {1,792) {2,995)
9 ' |Extraordinary items - - - - .- R
10 |Profit/(Loss) for the period (8-9) 363 (1,282) (1,791)] (1,606)  (3,000)||  (1,792) | (2,995)
11 |Minority Interest ' - - - - - - =
12 | Profit /{Loss) after taxes & minority interest. 363 (1,282) (1,791) (1,606)| (3,000) (1,792) (2,995)
13 |Paid - up Equity Capital (Face Value — Rs. 10/- each) 7,071 7,071 7,071 7,071 7,071 | 7,071 7,071
14 ‘ P ‘
Reserves e_xcluding Revaluation Reserve . - - - (23,570)] (21,955) (23,548) (21,759) \
15 Earnings Per Share of Rs 10/- each (Not Annualised) - Basic ) i )
& Diluted (Rs.) 0.51 (1.81) (2.53) (2.26) (4.24)!  (2.53) (4.24)




WINSOME YARNS LIMITED

Regd. Office: SCO # 191-192, Sector 34-A, Chandigarh - 160022

(Rs in Lacs)
Statement of Assets & Liabilities ] ) Audited i
Standalone Consolidated
Particulars : ' ’ Year Ended Year Ended
: ] 31.03.2017 | 31.03.2016 31.03.2017 31.03.2016
. EQUITY & LIABILITIES : S ' i
1) [Shareholders' Funds -
(a) Share Capital - - . 7,082 7,082| 7,082 . 7,082
(b) Reserves & Surplus, - ) (23,570), (21,954), (23,548) (21,759), i
- Sub-total- Shareholders’ fund (16,488) (14,872)] . (16,466) 477y
(2) Non- Current Liabilities L | : o ! N
(a) _|Long Term Borrowings : 48,465 . 49,917} 48,465 L 49917
b) Long Term Provisions i L 158 . 119 158 L. 119
Sub-total- Non- Current Liabilities : 48,623/ 50,036/ - . 48,623| 50,036}
(3) Current Liabilities , f , L L
(a) Short Term Borrowirigs ; -1 : B ] T
b Trade Payables ) i 6,189 5,220} - 6,195 5,220
(c) Other Current Liabilities. ) : 10,001} 8,669] : 10,019 ) 8,689
(d)  IShort Term Provisions ‘ y 19} 14] - 19} ' 14|
Sub-total- Current Liabilities 16,209 . 13,903| 16,233 ; 13,923
TOTAL-EQUITY AND LIABILITIES i 48,344 49,067 48,390 49,282|
Il._— |ASSETS \ ] . o ‘
(1) |Non- Current Assets '
(a)  |Fixed Assets . : '
(1) Tangible Assets . 24 152| 25,816 24,152 . 25,816
(ii) Intangible Assets - - -t : -
(iii)Capital Work-in-Progress . 36 - 36 -
(b) Non Current Investment : - R . _ i -
e Deferred Tax Asset (Net) . - - - ; -
(d) Long term loans & advances 1,391 855} 1,391] i 855
Sub-total- Non- Current Assets } 25,579 26,671 25,579 i 26,671
(2) Current Assets | ) . { 5
(a) Current Investment . ] 2,679} 2,679 2,679 : 2,679|
(b) Inventories - 5,752 5,051 5,752 5,051!
(c) Trade receivables . . 12,062 12,218 12,102 12,447
(d) Cash & bank balances 194 575 200 . 581|
(e) Short term Loans & Advances 1,145 . 92| 1,145 906
(f) Other Current Assets 933 947| 933 947
Sub-total- Current Assets 22,765 22,396 22,811 22,611
TOTAL — ASSETS ) 48,344 49,067 48,390/ 49,282
Notes: : B
1 i ;
The above results have been reviewed by the Audit committee and approved by the Board of Directors in their meeting held on 30th May 20_17.

2 '|The company is only in one line of business namely Textiles (Yarn, Knitwear & related revenue) . 1

3 |Consequent to erosion of entire net worth, the Company filed its Reference before the Hon'ble Board for Industrial and Fmanccal Reconstructlon (BIFR)
under Sick Industrial Company (Special Provisions) Act, 1985 (SICA), which had since been registered. The Company has been in discussions with its|
lenders for working out a scheme of rehabilitation of its financial debts. For reasons that SICA was repealed with effect from Decembér 1, 2016, the
restructuring ptan of the Company wili now be an outcome of bilateral arrangements to be arrived at between the Company and the lender. In case of]
lenders who have assigned their debt to an Asset Reconstruction Company, the Company has since reached an arrangment for. structured payment of
its outstandings.

4 ) :

/Auditors remarks on the accounts for the year ended 31** Mar.2017 (a) Regarding pending confirmation/reconciliation of balances of certain receivables
(including overseas overdue receivables), bank balances, payables (including associate company),secured loans, contingent and other liabilities, loans
and-advances- impact unascertainable).: Management response : these accounts are in process of confirmation/reconciliation. The Management is of|

the opinion that adjustment, if any ; arising out of such reconciliation would not be material.(b) Regarding Non provision against certain overdue|
receivables and loan & advances.; Management response ; the management has already initiated necessary steps for the recovery/ reconciliation of the
same .(¢) Regarding accounting of consumption of Raw Material and Stores & Spares as balancing figure And valuation of inventories is as taken valued

and certified by the management ( lmpact unascertainable).:Management response ; Accounting is being done as per past practice through system on
issue based consumption.(d) Non-provision against impairment (as per AS-28) in value of assets of Knitwear unit(CGU)and [impact unascertamable]
Management response : The Company will reassess the value of CGU .and the resulting impairment Ioss on sanction by the lendérs of corrective Action|
Pian or Reworking of its Debts, and adjustment of impairment and lenders liability, if any, will be accounted in books of account of the company| = |
coneurrently therewith.(e) Regarding non-provision for penal interest and penaity; Management response:read with note no.6 as stated below. (f)
Regarding pending receipt of part money of GDR; Management response : Read with note no.5 as stated below. (g) regarding non-prov:smn for interest|

and penalty on statutory dues :Management response : - the same will be provided / accounted for as and when paid.(h) Pending appomtment off
independent Director:Management response : has since been complied.(i)Regarding Written off/ Writtten back and adjustment/set off of receivable/
payables pending necessary approval :Management response ; the company is in process of obtaining necessary approvals.

5 |An amount of USD 60,49,664(balance against GDR issue of 19,94,125 nos. made in financial year 2010-11,entitling 19,94,12,500 fully paid up equity|
shares of Re.1/- each at Rs.2.97 per share including premium) (now 1,99,41,250 fully paid up equity shares of Rs.10/- each at Rs. 29 70 including|
premium on account of consolidation) is invested in money market fund outside India. The balance issue proceeds of Rs.2679.34 lacs are pendmg to be
utilised, since not been called. The GDR which was earlier listed with Luxembourg stock exchange has been delisted : .

6 - Due to continuous losses and financial tsghtness the Company has not been able to make payments, including towards installments -of borrowings, and
obligations towards payment of interest, both in respect of term loans and-working capital as they fell due. There are certain overdue amount - for details

. [see note no. 5.6 of audited financial statement for the year ended 31t March 2017. Interest on term loans and working capital, including overdue amount,
penal interest, etc. for the period October 2014 to March 2017 (amount unascertained) has not been provided in books of account, and that the same will
be provided / accounted for as and when the Company final settlement of liability takes place with the respective lender. Six banks have assigned and|
transferred their debts due from the Company, alongwith the underlying rights, title and interests in financial assistances granted to the Company, to an
Asset Reconstruction Company. The Company's discussions for restructuring of its debts have been ongoing with the lenders; and the!Company has|
reached an arrangment with the Asset Reconstruction Company for structured payment thereof. Pending finaliity of settiement, the Company considers
the debts due to the banks and Asset Reconstruction Company as part of Long Term Borrowings. |

7 Previous year/ quarter ﬁgures have been regrouped and/or re-arranged wherever necessary to make their ciassufvc\t\lon comparable with current period.

: 7
Manish Bagrodia
Place: iChandigarh Managing Director|
Date :

30" May 2017 DIN No.00046944|
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Chartered Accountants

Independent Auditor’s Report on Quarterly Standalone Financial Results and Year to Date
Results of Winsome Yarns Limited pursuant to the Regulation 33 of the SEBI (Listing Obllgatrons
and Disclosure Requirements) Regulations, 2015

To The Board of Directors Of
WINSOME YARNS LIMITED

1. We have audlted the accompanying statement of standalone quarterly fmanc1a1 results of
WINSOME YARNS LIMITED (‘the Company’) for the quarter ended March 315ti 2017
and the financial results for the year ended March 31, 2017, attached herewith, being
submitted by the Company pursuant to the requirement of Regulation 33 of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015. The quarterly
financial results are the derived figures between the audited figures in respect of the
year ended March 31st, 2017 and the published year-to-date figures up to December 31st,
2016, being the date of the end of the third quarter of the current financial year, which
were subject to limited review. The financial results for the quarter and year to date
ended March 31st, 2017 have been prepared on the basis of the financial results for the
nine-month period ended December 31st, 2016, the audited annual financial statements

~as at and for the year ended March 31st, 2017, and the relevant requirements of
Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 and are the responsibility of the Company’s management and have
been approved by the Board of Directors of the Company. Our responsibility is to
express an opinion on these financial results based on our review of the financial results
for the nine-month period ended December 31st, 2016 which was prepared in
accordance with the recognition and measurement principles laid down in Accounting
Standard (AS) 25 “Interim Financial Reporting”, Interim Financial Reporting, specified
under the Section 133 of the Companies Act, 2013 read with relevant rules issued there
under and other accounting principles generally accepted in India; our audit of the
annual financial statements as at and for the year ended March 31st, 2017; and the
relevant requirements of Regulation 33 of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015.

2. We conducted our audit in accordance with the auditing standards generally accepted in
India. Those standards require that we plan and perform the audit to obtain reasonable ,
assurance about whether the financial results are free of material misstatement(s). An
audit includes examining, on a test basis, evidence supporting the amounts disclosed as
financial results. An audit also includes assessing the accounting principles used and
significant estimates made by management. We believe that our audit provides a
reasonable basis for our qualified audit opinion.

3. Basis for Qualified opinion

Attention is invited to following:-

i. Inview of the accumulated losses {also to be read with para (viii) under the
head ‘Basis for Qualified Opinion’, of Our Audit Report for the year ended
31.03.2017 and Note No. 2.12(b) of Audited Accounts as on that date}, the net -
worth of the Company become negative. Accounts have been prepared,,by the

v {Y\
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ii.

ii.

iv.

Vi.

management on going concern basis considering the future business plans
and expected cash flows. In the event of the same not being held to be a going
concern. and various assets and liabilities being consequently required to be
adjusted with respect to their realizable value, the impact thereof has not
been ascertained and therefore cannot be commented upon by us [This to be
read together with accounting policy- Note No. 1.1 of Audited Financial
Statements for the year ended 31 03.2017 and Note No. 3 of accompanymg
Statement].

Regarding non provisioning of Interest Expenses of Rs, 18972.22 Lacs (Rs.
10583.08 Lacs for the period ended 31.03.2016 and Rs. 16789.81 Lacs for the
quarter ended 31st December 2016), penal interest, penalty etc. (amount
unascertainable). [This to be read with note no. 2.25 of Audtted Financial
Statements for the Year ended 31.03.2017 and Note No. 4(e) & 6 of
accompanying Statement].

Regarding Written Off /Written Back and Adjustment/Set Off of payment of
receivables/payables from/to overseas parties/suppliers which is pending -
necessary approval [This to be read with note no. 2.8(c}, 2.8(d}, and 2.9(a) of
Audited Financial Statements for the Year ended 31.03.2017 and Note No. 4(i)
of accompanying Statement].

Regarding pending confirmation / reconciliation of balances of certain
receivables, (including overseas overdue receivables as stated in note no.2.8
of Audited Financial Statements for the Year ended 31.03.2017) bank
balances, payables (including of an Associate Company), secured loans,
other liabilities, loans and advances etc; and contingent liability being
considered as certified by the management in the absence of full detail, in
this respect impact is unascertainable and cannot be commented upon by us.
In our view read with said note internal control needs to be further
strengthened. [This to be read with note no. 2.14 of Audited Financial
Statements for the Year ended 31.03.2017 and Note No. 4(a) of accompanying
Statement].

Regarding non-provision against receivables (including of oversea overdue
debtors of amounting to Rs. 6173.48 Lacs (Rs. 6173.94 Lacs as at 31st March
2016, and Rs.5532.77 Lacs as at 315t December 2016) [including accounting
of exchange fluctuation of Rs. 897.41 lacs (Rs. 897.86 Lacs as at 31st March
2016, and Rs. 898.41 Lacs as at 31st December 2016 )] and loans and
advances(including other current assets) of Rs. 9785.28 Lacs (Rs. 10357.62
Lacs as at 31st March 2016, and Rs.9141.47 Lacs as at 315t December 2016)
and Rs. 1611.71 Lacs(Rs. 1743.40 lacs as at 31st March 2016 and Rs.1301.41
Lacs as at 315t December 2016 ) respectively. The accounting of exchange
fluctuation is not in line with generally accepted accounting principles and
Accounting Standards 11 (AS-11)-“The Effect of Changes in Foreign Exchange
Rates”.[] This to be read with Note No. 2.8 (a)&(b) and Note no. 2.11
respectively of Audited Financial Statements for the Year ended 31.03.2017
and Note No. 4(b) of accompanying Statement].

Regarding accounting of consumption of Raw Material and Stores & Spares
as balancing figure and the valuation of inventories is as taken, valued and
as certified by the management. [This to be read with Note No. 2.22(A)(iv)(a)




to (d) of Audited Financial Statements for the Year ended 31.03.201 7 and -

Vil.

Note No. 4(c) of accompanying Statement].

The company have carried out assessment of value in use of assets [as per AS-

28 (Impairment of Assets)] of knitwear unit (a CGU) by an independent

Vili,

ix.

Xi.

professional firm, based on this estimated impairment loss is of amounting to

Rs.1349.90 Lacs (net of depreciation) (Rs. 1853.72 Lacs as at 31t March -

2016 & Rs.1476.77 Lacs as at 31st December 2016). However, no provision
against the same has been made by the company for the reason as explained
in the note no. 4(d) of the accompanying statement. The Non-provision
against impairment in value of above stated assets is not in line with AS-28.
[This to be read with Note No. 2.5 of Audited Financial Statements for the
Year ended 31.03. 201 7]

Regarding pending receipt of part money of amounting to USD 50,72,110 (Rs.
2679.34 lacs) out of the GDR issue made by the company and as explained
lying outside India [i.e. balance amount against GDR issue of 19,94,125 neos.
made in financial year 2010-11, entitling 19,94,12,500 fully paid up equity
shares of Re.l/- each at Rs.2.97 per share including premium (now
1,99,41,250 fully paid up equity shares of Rs.10/- each at Rs.29.70 including
premium)].In respect of realisability/receipt we are unable to comment. As
explained, above stated amount is invested in money market fund outside
India, pending for utilization. [This to be read with Note No. 2.3 of Audited
Financial Statements for the year ended 31.03.2017 and Note No. 4(f) and 5
of accompanymg S tatement]

Regarding non-provisions of Interest, Penalty etc. on delay/non-payment of
certain statutory dues on time w.r.t. Employee State Insurance, Provident
Fund, Punjab Welfare Fund, Tax Deducted at source, Tax Collected at source,
Service Tax and Sales Tax etc. (amount unascertainable) and our inability to
comment the impact on the loss for the Quarter and for the year. :

[This to be read with Note No. 2.23 (read with note no. 2.14) of Audlted
Financial Statements for the year ended 31.03.2017 and Note No. 4(g) of
accompanying Statement]. '

Regarding pending appointment of requisite number of independent
directors. [This to be read with Note No. 2.27 of Audited Financial Statements
for the year ended 31.03.2017 and Note No.4 (h) of accompanying
Statement]. v :

In view of our comment under para (i) to (ix) above and on our comments
w.r.t. the internal control system which needs to be further strengthened to
be made the same commensurate with the size of the Company and the
nature of its business for the purchases and consumption of inventory,
booking of the expenses, set off of balances and for the sale of goods and
services.

Our opinion was also qualified on the financial statements for the period
ended 315t March 2016 and Quarter ended 315t December 2016 in respect of
matters reported in (i) to (xi) above.




4. In our opinion and to the best of our information and according to the explanations given to -
us, except for the effects/possible effects of our observations stated in paragraph 3 above
these quarterly financial results as well as the year to date results:

(i)  are presented in accordance with the requirements of Regulation 33 of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015; and

(i) give a true and fair view of the net loss and o,fher,fina'ncial:‘ information for the ’

quarter ended March 31st, 2017 and for the year ended March 31s5t,2017.

For LODHA & CO.
Chartered Accountants ,
Firm's Registration No. 301051E

cu ‘ ——
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GAURAV LODHA o~ o

Partner 2 Neﬁelhi 24
> & f

M.No. 507462 e g
\:i:fd Ac Cdﬁ'/’

Place: Chandigarh

Date: 3ologlre>



“, | I ODHA 12, Bhagat Singh Marg, New Delhi - 110 001,  India

Telephone : 91 11 23710176 /. 23710177 / 23364671/ 2414

& CO Fax : 91 11.23345168 / 23314309
_ E-mail : delhi@lodhaco.com .

Chartered Accountants

\

Independent Auditor’s Réport on Consolidated Year to vDate Results .of Winsome Yarns Limited

pursuant to the Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements) -
Regulations, 2015 : ‘

To The Board of Directorsv of
WINSOME YARNS LIMITED

1. We have audited the accompanying Statement of Consolidatea Financial Results of WINSOME
YARNS LIMITED ("the Company”) and its subsidiaries (the company and its subsidiaries
together referred to as “the Group”) which has been approved by the Board of Directors for the =
year ended 31.03.2017 ("the Statement") being submitted by the Company pursuant to the
requirement of Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015. This Statement(“consolidated results”),which is the responsibility of the
Company's Management and approved by the Board of Directors, has been prepared on the
basis of the related consolidated financial statements of the group which is in accordance
with the Accounting Standards prescribed under Section 133 of the Companies Act,2013 as
applicable and other accounting principles generally accepted in India and the relevant
requirements of Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)

Regulations, 2015. Our responsibility is to express an opinion on the Consolidated financial
statement. -

2. We conducted our audit in accordance with the auditing standards generally accepted in India.

- Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial results are free of material misstatement(s). An audit includes
examining, on a test basis, evidence supporting the amounts disclosed as financial results. An
audit also includes assessing the accounting principles used and significant estimates made by
management. We believe that our audit provides a reasonable basis for our qualified audit
opinion.

3. Basis for Qualified opinion

Attention is invited to following:-

i. Inview of the accumulated losses {also to be read with para (viii) under the head
‘Basis for Qualified Opinion’, of Our Audit Report for the year ended 31.03.2017
and Note No. 2.9 of Consolidated Audited Financial statement as on that date}, the -
net worth of the Company become negative. Accounts have been prepared, by the
management on going concern basis considering the future business plans and
expected cash flows. In the event of the same not being held to be a going concern
and various assets and liabilities being consequently required to be adjusted with
respect to their realizable value, the impact thereof has not been ascertained and

&
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iL.

ii.

iv.

VI,

VIi.

therefore cannot be commented upon by us [This to be read together with Note No.
3 of accompanying Statement].

Regarding non provisioning of Interest Expenses of Rs. 18972.22 Lacs (Rs.
10583.08 Lacs for the period ended 31.03.2016), penal interest, penalty etc.

(amount unascertainable). [This to be read with note no. 2.18 of Consolidated . -

Audited Financial statement for the Year ended 31.03.2017 and Note No. 4(e) &6
of accompanying Statement]. -

Regarding Written Off /Written Back and Adjustment/Set Off of payment of
receivables/payables from/to overseas parties/suppliers which is pending
necessary approval [This to be read with note no. 2.6(c), 2.6(d), and 2.7(a) of
Consolidated Audited Financial Statements for the Year ended 31.03.2017 and
Note No. 4(i} of accompanying Statement].

Regarding pending confirmation / reconciliation of balances of -certain
receivables, (including overseas overdue receivables as stated in note no.2.6 of
Consolidated Audited Financial Statements for the Year ended 31.03.2017) bank

. balances, payables (including of an Associate Company), secured loans, other

liabilities, loans and advances etc; and contingent liability being considered as
certified by the management in the absence of full detail, in this respect impact is
unascertainable and cannot be commented upon by us. In our view read with said
note internal control needs to be further strengthened. [This to be read with Note
No. 2.10 of the Consolidated Audited Financial Statement for the year ended
31.03.2017 and Note No. 4(a) of accompanying Statement].

Regarding non-provision against receivables (including of oversea overdue
debtors of amounting to Rs. 6173.48 Lacs (Rs. 6173.94 Lacs as at 31st March
2016) [including accounting of exchange fluctuation of Rs. 897.41 Lacs (Rs.
897.86 Lacs as at 31st March 2016 )] and loans and advances(including other
current assets) of Rs. 9785.28 Lacs (Rs. 10357.62 Lacs as at 31st March 2016 ,)
and Rs. 1611.71 Lacs(Rs. 1743.40 lacs as at 31st March 2016 ) respectively. The
accounting of exchange fluctuation is not in line with generally accepted
accounting principles and Accounting Standards 11 (AS-11)-“The Effect of
Changes in Foreign Exchange Rates”.[ This to be read with Note No. 2.6 (a)&(b)
and Note no. 2.8 respectively of Consolidate Audited Financial Statements for the
Year ended 31.03.2017 and Note No. 4(b) of accompanying Statement].

Regarding accounting of consumption -of Raw Material and Stores & Spares as
balancing figure and the valuation of inventories is as taken, valued and as
certified by the management. [This to be read with Note No. 2.16 (a) to (d) of
Consolidated Audited Financial Statements for the Year ended 31.03. 2017 and
Note No. 4(c) of accompanying Statement].

The company have carried out assessment of value in use of assets [as per AS-28
(Impairment of Assets)] of knitwear unit (a CGU) by an independent professional
firm, based on this estimated impairment loss is of amounting to Rs. 1349.90 Lacs
(net of depreciation) (Rs. 1853.72 Lacs as at 31t March 2016). However, no
provision against the same has been made by the company for the reason as



Viil.

ix.

Xi.

" explained in the note no. ‘4(d) of the accompanying statement. The Non-provision

against impairment in value of above stated assets is not in line with AS-28. [This
to be read with Note No. 2.5 of Consolldated Audited Financial Statements for the
Year ended 31.03.2017].

Regardmg pending recelpt of part money of amountmg to USD 50,72, 11 0 (Rs

2679.34 lacs) out of the GDR issue made by the company and as explained lying
outside India [i.e. balance amount against GDR issue of 19,94, 125 nes. made in
financial year 2010-11, entitling 19,94,12,500 fully paid up equity shares of Re.1 /-

each at Rs.2.97 per share including premium (now 1,99,41,250 fully paid up
equity shares of Rs.10/- each at Rs.29.70 including premium)].In respect of
realisability/receipt we are unable to comment. As explained, above stated
amount is invested in money market fund outside India, pending for utilization.
[This to be read with Note No. 2.4 of Consolidated Audited Financial Statements
for the year ended 31.03.2017 and Note No. 4(f) and 5 of accompanying
Statement].

Regarding non-provisions of Interest, Penalty etc. on delay/non-payment of
certain statutory dues on time w.r.t. Employee State Insurance, Provident Fund,
Punjab Welfare Fund, Tax Deducted at source, Tax Collected at source, Service Tax
and Sales Tax etc. (amount unascertainable) and our inability to comment the
impact on the loss for the year .

[This to be read with Note No. 2.17 (read with note no. 2.10) of Consolidated
Audited Financial Statements for the year ended 31.03.2017 and Note No. 4(g) of
accompanying Statement]. :

Regarding pending appointment of requisite number of independent directors.
[This to be read with Note No. 2.21 of Consolidated Audited Financial Statements
for the year ended 31.03.2017 and Note No.4 (h) of accompanying Statement].

In view of our comment under para (i) to (ix) above and on our comments w.r.L.
the internal control system which needs to be further strengthened to be made the
same commensurate with the size of the Company and the nature of its business
for the purchases and consumption of inventory, booking of the expenses, set off of
balances and for the sale of goods and services. :

Our opinion was also qualified on the financial statements for the period ended
31st March 2016 in respect of matters reported in (i) to (xi) above.

In our opinion and to the best of our information and according to the explanations given
to us, éxcept for the effects/possible effects of our observations stated in paragraph 3 above and
based on the consideration of the reports of the other auditors referred to in paragraph 5(a)
below, the Statement in the case of consolidated financial results of the Group:

(i) Include the results for the year ended 31st March 2017 of the subsidiaries: Winsome Yarn

FZE and Winsome Yarn CYPRUS Limited;



(ii) are presented in accordance with the requirements of Regulation 33 of the SEBI (Listing
Obligations and Disclosure Requirements)Regulations,2015; and

(iiiygive a true and fair view in conformity with the aforesaid Accounting Standards and other
accounting principles generally accepted in India, of the consolidated net loss and
other financial information of the Group for the year ended 31/03/2017..

" (a) We did not audit the financial statements of one subsidiary, included in the consolidated
-financial results whose financial statements reflect total assets of Rs. 0.75 Lacs as at 31st March
2017, total revenue of Rs. Nil for the year ended 315t March 2017 and total net loss after tax of Rs.
186.03 Lacs for the year ended on that date, as considered in the conselidated financial
statements. These financial statements have been audited by other auditor whose report have
been furnished to us by the management and our opinion on the statement, in so far as it relates
to the amounts and disclosures included in respect of subsidiary and our report in terms of sub-
section (3) and (11) of Section 143 of the Act, in so far as it relates to the aforesaid subsidiary, is
based solely on the report of the other auditor.

(b) We did not audit the financial statements of one subsidiary, included in the censolidated
financial results whose financial statements reflect total assets of Rs. 45.06 Lacs as at 31st March
2017, total revenue of Rs. Nil for the year ended 31stMarch 2017 and total net loss after tax Rs. Nil
for the year ended on that date, as considered in the consolidated financial statements. These
financial statements are unaudited and have been furnished to us by the Management and our
opinion on the consolidated financial statements, in so far as it relates to the amounts and
disclosures included in respect of these subsidiary and our report in terms of sub-section (3) and
(11) of Section 143 of the Act in so far as it relates to the aforesaid subsidiary is based solely on
such unaudited financial statements. In our opinion and according to the information and
explanations given to us by the Management, these financial statements are not material to the
Group. '

For Lodha & Co.
Chartered Accountants
FRN:-301051E

B

Gaurav Lodha \?’tf’ 680
Partner

Membership No.507462

Place . :Chandigarh

Date  :gologhoty



STATEMENT OF IMPACT OF AUDIT QUALIFICATIONS [FOR AUDIT REPORT WITH MODIFIED
OPINION) SUBMITTED ALONG-WITH ANNUAL AUDITED FINANCIAL RESULTS - STANDALONE

0 e | e e s |

L
B all adjustments are without tax eflect
_ | Audit Qualifications

| (a)

BASIS - WINSOME YARNS LIMITED

Statement of Impact of Audit Qualifications for the Financial Year ended March 31, 2017 [See
Regulation 33/52 of the SERI [(LODR) {(Amendment) Regulations 2016]

Particulars | Audited Figure (a5 Adjusted FEEIJI es
| reported before [audited figures
adjusting for after adjusting for
_ o gqualifications) _ yualifications)*
Turnover/ Total income . S 37305 R L
_i Tatal Expenditure : B AR506 =L JLGE5
[ Net Profie/[Loss) _ - U. iG] - _[_H L l:l_]_
Earnings PerSharg ' = [2.206) [47.12)
| Total Assets B - 48344 35597
| Total Liahilities == L rnh-‘.s _ ﬂ;i -’:H.IMI |
Met Worth “'"l tEmII [41'1..-;'f:| 7]
Any ather financial item({s) (as felt -

appropriate by the management |

Details of Audit "Reference is invited to Para (3] of Independent Auditor's |
ualiication Report on Standalone audited lnancial results: '

(i}  Mote No. 3 [and read with Note No. 212({b} of the

Audited Financial Statement) of accompanying

statement regarding net worth of the [r;mpai:;j,-

hecome negative  and pu-'|1.-|r.1trr:n of I'qmmcml

statements by the maragement on "going COnCern |
| basiz®, considering the rehabilitation, future |
| business plans and expected cash flows as stated in |
the said note, In the event of the same not being held I

to be a "going concern” and various assels and
liabilities being consequently required to be |
adjusted with respect to their realizahle value, the |
impact thereofl has not be ascertained. |

{ii) MNote No. 4{e] & 6 (read with Note No, 2.25 of the
Audited Financial Statement] of accompanying
statement reégarding non provisioning of Interest
Expenses of Rs. 1897222 Lacs (Rs. 10,583.08 Lacs
for the year ended 31.03.2016 and HKs. 16,789.22
Lacs for the quarter ended 31* December 2016),
penal interest, penalty etc. {amount
unascertainable).

[iif) Mote No. 4 (i) (read with note no. 2.8{(c), 2.8(d), and
2.9(a} of Audited Financial Statements) of
accompanying  statement regarding written  off
Jwritten back and adjustment/set off of payment of
receivables/ payables from/fto overscas partics/
suppliers, pending necessary approval respectively
a5 stated in the said notes,

(iv) MNote No. 4(a) (read with Note No. 2.14 of the
Audited Financial Statement) of the accompanying
statement regarding pending confirmation [/
reconciliation of - halanr:m of certain receivables, |
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(v

| [vi]

(i)

”[ir1|'|ﬁ'|-'|ug AveTseras nvertdne .I:ITFE.;.L]-I'H' A gtater] in
piite meas 28 el Avdited Foncial Statemvils Toe Lhe
Year ended 310320173 bank balances, payvables
[incheding of an  Associate Company),  secored
Teaniss, plbiee beasbsaditaess, Dosans and advanees vieg il
contingent liabitity heing considered as certified by
the management in the absence of full detal, in ths
respect Impact G5 snastertainable and cannot b
commented upon by us, In our view read with said
pote  internal  conirel needs to be  Jurther
strengthenid
Mote Mo, 4(b) [read with Nore Mo, 228 (ai&Edh] and
Mote no. 211 respectively of Audited  Financial
Statements) ol the  accompanying  statement
regarding non-provision  against  receivables
[including  of werseas overdue  debtors  of
amounting to B 617348 Lacs [R5 6173.94 Lacs as
at 31st March 2016, and Rs. 5,532.77 Lacs as at 314
December 2016] [including accounting of exchanpge
fluctuation of Rs. 897 41 lacs [Rs. B97.86 Lacs as at

Fist March 2016, and Rs BYB41 Lacs a5 at 31= |

Decembier 2016])] of s 978528 Lacs (A5 10,357.62
Lacs asat 31st March 2006, and Rs. 9,741.47 Lacs as

at 315 December 20016) and loans and advances |

(including other current assets) of Rs. 1611.71 Lacs
[Rs. 174340 Lacs as a1l 31st March 2016 and Rs.
130141 Lacs as  ar 310 December Z2016)

respectively. The accounting of exchange Auctuation |
is not in line with generally accepted accounting |

principles and Accounting Standards 11 [AS-11)-
"The Effect of Changes in Foreign Exchange Rates”,

Mote No, 4{c) (read with Note No. 2.22 (A} {ivi(a) to |
(d) of the Audited Financial Statements) of the |

accompanying statement regarding accounting of
consumption of Raw Material and Stores & Spares
as balancing figure and the valuation of inventories
i as taken, valued and as certified by the
management as stated in the said note; the impact
whereol on the statement of state of affairs and loss
for the year not being ascertainable for the reason
stated In the said note and cannot be commented
upan by us.

The company have carried out assessment of value
in use of assets [as per AS-Z8 (lmpairment of
Assets)] of knitwear unit (a CGU) by an independent
professional firm, based on this estimated
impairment loss is of amounting to Rs. 1,349.90 Lacs
(net of depreciation) (Rs. 1.853.72 Lacs as at 31%
March 2016 & Bs. 1,476.77 Lacs as at 31* December
2016). However, no provision against the same has
been made by the company for the reasom as
explained in the said Note No. 4(d]} {read with Note
Mo, 2.5 of Audited Financial Statements) of the
arcpmpanying statement.

{viii) Note No. 4(f) and 5 (read with Note No. 2.3 of the
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| Audited Financial Statement) of the accompanying

[ ' statement, reégarding pending receipt of part money |
| of amounting o USD 5072110 [(Bs 267934 lacs)
[ put of the GDRE is=ue made by the company and as

| explained lying outside India [ie balance amount |
| apainst GDR issue of 1994125 nos made in
financial yoar 2010-11, entithng 1994, 12500 fully
| paid up equity shares of Re.1/« each at Rs.297 per

| share inchuling premivm (now 19941250 fully |

| paid up equity shares of Rs10/- each at Bs29.70 |
| 3 - Sy
| ' including prenmium}]. In respect of realisability
freceipt we are unable to comment, As explained,

Abowe stated amount = invested womoney market
| fund outside India, pending for utilization:

| (ix] Mote Mo, 4{gh {read weitly Maote Wo, 2223 and 2149 ol
| i the Audited Financial  Stalements]  of  the
acCompanying statement TPEETI'-‘J.I'U.‘. fll'lfl'F‘r'f-"l-"l‘FifJ‘ll‘i-
| of Ioterest, Penalty et on delay non-payment of
certain statutory dues on time wort, Emploves State
Insurance, Provident Fund, Punjab Welfare Fund, |

Tax Deducted at sonrce, Tax Collected al Source,

| | Service Tax and Sales Tax etc.  {amount
| unascertainable] and our imability to comment the

| impact an the loss for the for the vear.

| [x} Mote Noo 4(h] [read with Wote WNo.o 227 of the
' | Audited Financial Statements] of the accompanying
statement  regarding  pending  appointment  of

requisite number of independent directors as on
31= March 20007 |
| [ (i} In view of our comment under para (i) to (ix} above
and on our comments wort the internal control
system which needs to be further strengthened to |
he made the same commensurate with the size of
the Company and the nature of its business for the
purchases and consumption of inventory, booking of
the expenses, set off of balances and for the sale of

; = goodsand services,
{h) Type of Audit Qualified Opinion
Qualification -
() Frequency of » In case of point no (i), (iii), (ix), (x) and (xd) - Appeared
Qualification since F.Y. 2014-15

¢ In case of point no (ii) - Appeared since F.Y. 2013-14
{However, there is change in amount)

* |n case of point no (iv) - Appeared since F.Y, 2003-04

[ |n case of point no (v) - Appeared since F.Y. 2003-04
[However, there is change in amount)

* Incase of point no (vi) - Appeared since FY, 2012-13

« In case of point no [vii) - Appeared since FY. 2012-13
{However, there is change in amount)

* Incase of point no (viii) - Appeared since F.Y. 2013-14

FF
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(dj

Management views

(v]

[ For Audit Qualification(s] "With regard to Auditors Qualification No. (i), [v) :|E|
where the impact is {vli}:-
quantified by the Auditor, | (ii} Regarding non-provision of interest expenses, penal

interest, penalty, etc, - As stated in Note No. 25 of the |
Audited Financial Statement, due to continuous

losses and financial tightness, the Company has not l
been able tn make payments, including towards

installments of borrowings, and obligations towards

payment of interest, both In respect of term loans

and working capltal as they fell due. There are

certain overdue amount - for details see note no. 5.6 |
of audited financial statement for the year ended |
31st March 2017, Interest on term loans and working |
capital, including overdue amount, penal interest, ate.

for the period October 2014 to March 2017 [amount |
unascertained] has not been provided in books url
account, and that the same will be provided /

accounted for as and when the Company final

seitlement of liability takes place with the respective |
lender. Six banks have assigned and transferred their |
debts due from the Company, alongwith the |
underlying rights, title and interests in financial |
assislances granted to the Company. to-an Asset
Reeonstruction Company. The Company's
discussions for restructuring of its debits have heen
ongoing with the lenders; and the Company has
reached an  arrangement  with  the  Asset
Reconstruction Company for structured payvment
thereal. Pending finality of settlement, the Company
considers the debts due to the banks and Asset
Reconstruction Company as part of Long Term
Borrowings.

Regarding non-provision against receivables and
loans and advances - As also explained in Note No.
2.8(a) of Audited Financial Statements, management
wiew is that the receivables exceeding six months
Includes outstanding amount of overseas receivables
for perlod over one year of Rs. 617348 Lacs
(including exchange gain of Rs. 89741 lacs till
31.03.2017)[excluding as stated In note no. 2.8 (h)
below], where company is in process of filing
necessary papers with appropriate authority for
extension of time [read with note no.2.9 [a)]. In this
regards, management is confident about full recovery
/ realisability considering the past performance of
the customer and recovery initiative taken by the
Company.

Also, as explained in Note No. 2.8(b) of Audited
Financial Statements, the trade receivables include
certain - overdue  Trade  Receivables/Other
Receivables of Rs. 3611.80 lacs for which the
management is confident aboul full
recovery/realisability.

Further, for t ¢ amount of Loans and
A .
S
E

: |




Advances {Including Other Current Assets) of Rs. |
1611.71 lacs (Including Refunds / Claims Receivabiles |
of FE£33.51 Lacs, TUFS subsidy Rs. B99.05 lacs, |
capital advances of Rs. 250 lacs), in the opinion of the |
Management, the aforesaid balance are fully
realisable and hence considered good. The Company
has also initiated necessary steps for recovery of |
overdues.

(vii) Regarding non-provision against impairment (as per
AS-28] in value of assets of Knitwear Unit (CGU), the |
management will reassess the value of CGU and the |

resulting impairment loss on sanction by the lenders

| of corrective Action Plan or Rewarking of its Debts,

and adjustment of impairment and lenders hability, if

any, will be accounted in books of account of the

company concarrently therewith,

(e] For Audit [-.";I_La!iﬂ-r.'al'rﬂn[.-.';l |
where the impact is not
quantified by the Auditor: ) o

' {i] | Management's estimation | Not ascertainable
| on the impact of audit
gualification | _
(ii) If management is unable | With regard to Auditors Qualification Nao. {i), (iii}, {iv),
to estimate the impact, (vi), (wiii], (ix], (x]) and [xi)=-

reasons for the same
(i) Regarding net worth of the Company becoming

negative and preparation of financial statements on
going concern basis - Consequent to erosion of entire
net worth, the Company filed its Reference before the
Hon'ble  Board for  Industrial and  Financial
Reconstruction (BIFR) under Sick  Industrial
Company (Special Provisions) Act, 1985 (SICA),
which had since been registered. The Company has
been in discussions with its lenders for working out a
scheme of rehahilitation of its financial debts, For
reasons that 5ICA was repealed with effect from
December 1, 2016, the restructuring plan of the
Company will now be an outcome of bilateral |
arrangements to be arrived at between the Company
and the lender. In case of lenders who have assigned
their debt to an Asset Reconstruction Company, the
Company has since reached an arrangement for
structured payment of its outstandings. Considering
the proposed rehabilitation and feture business
plans of the Company, present business scenario,
stable government policies for the business and
expected cash flow in the near future as assessed by
the Manapement, accounts of the Company are
prepared on ‘Going Concern” basis.

(i) Regarding written offf written back and
adjustment/set off of payment of receivables/
payables from/to overseas parties/ suppliers

2 pending necessary approvals - the management is in

/;({t_‘: U-\:-;-L'_ | the process of obtajgise necessary approvals from




{iv)

(ix)

{x]

(wiii} Regarding pending receipt of part money out of GDR

the regulatory authorities.

Regarding pending confirmation / reconciliation of
balances of certain receivables (including overseas
overdue receivables), bank balances, payables |
(Including of an Associate Company), secured loans,
aother liabilities, loans and advances etc: and |
contingent liabitity - The managememt s of Lhel
opinion that adjustment, il any, arising out of such |
reconciliation would not be material,  Further, |
necessary steps have been initiated to farther |
strengthen  system  of  internal  controls  worl,
accounting of expenses, accounting of income
{including sale of licenses and provision written
back), payroll payments and of balance |
reconciliation/confirmation.

Regarding accounting of consumption of Raw
Material and Stores & Spares as balancing figure and
the valuation of inventories is as taken, valued and as
certified hy the management As per the |
management, accounting is being done as per past |
practice through system on issue based consumption |
and in view of security arrangement in place, the
management is confident that there will not be any |
material adjustment on updation/completion of |
records of physical verification of inventory.

issue — A5 also explalned in Mote no. 2.3 of the of the
Audited Financial Statements that out of the |
proceeds of GDEs raised in FY. 2010-2011, an
amount of USD 6954515 (INR 372105 Crores)
stood remitted to India, which had been utilised for |
augmentation of working capital needs of the
Company and a balance amount of US$ 5072110
[INR 2679.34 Lacs] continues to remain invested in
an owverseas Money Market Fund outside India as on
31.03.2017, pending utilisation of such proceeds. The
Company is filing all due returns regularly with RBF.
Also the Depository of GDR issue had resigned w.el |
29.10.2014 and terminated the agreement w.ef, 15-
06-2015, The GDR had been de-listed from LuxSE
w.el 16.06.2015. The Company is in process to
appoint new depository and seek relisting of GDR on
LuxSE or any other overseas stock Exchange.
Regarding non-provisions of Interest, Penalty, etc on
delay/non-payment of statutory dues - Due to
financial strains and losses Company could not make
due payments against various statutory dues on due
time which have subsequently been paid. Penal
interest and penalty In this regard (amount
unascertained) if any, will be accounted for as and
when the same will be paid.
Regarding pending appointment of requisite number
of independent directors as on 31 March 2017 -

. YARNG
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Subsequent to the balance sheel date ie, 31= March

2017, the Company has appointed and [telependent
Lrirector,

(%) Regarding further strengthening the systém of
internal controls - Necessary sweps have been
initiated by the Company to further strénpthen the
system of internal controls wort, purchases and
fonsumptien of inventory, berking of ENpefLses, sat
off of balances, for the sale of gonds and services, enc.

=

{ilf) | Auditors’ comments on (i) or | Refer details ofaudit quaiification [para li{a) above]
[ii] abowve
1l | Signatories

* Managing Director -
Manish Bagrodia \J\W
* CFO - Anand Balkishan Sharma o o- &

= Audit Committee Chairman -
Pradeep Kumar

&= Statutory Auditor

For Lodha & Co,
Chartered Accountanis
Firm Registration No. 301051E

AL

£ £
Bocdl= o 4
2 Neleini X

(Gaurav Lodhaj) S E

Partner

Membership No, 507462

Place: Chandigarh
Date: 30.05.2017
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STATEMENT OF IMPACT OF AUDIT QUALIFICATIONS (FOR AUDIT REPORT WITH MODIFIED
OPINION) SUBMITTED ALONG-WITH ANNUAL AUDITED FINANCIAL RESULTS -
CONSOLIDATED BASIS - WINSOME YARNS LIMITED

| Statement of Impact of Audit Qualifications for the Financial Year ended March 31, 2017
[See Regulation 33/52 of the SEEI (LODR) {Amendment) Regulations 2016]

=i — (Rs. in Lacs) |
SLNo. Particulars Audited Figure (as Adjusted Figures |
reported before (audited figures after
adjusting for adjusting for
; e qualifications]) qualifications)*
1 | Turnover/ Total income 37,305 37,305
2 | Total Expenditure 39,092 | 70,811
| 3 Net Profit/{Loss) (1,792) | (33,508) |
4 Earnings Per Share N [ _[253) [ (4739
5 Total Assets 48,390 35,643
(& | Total Liahilities 64,855 B3827
7 Net Worth - {16,465] | (48,184)
a8 Any other finaneial item(s) : -
| {as felt appropriate by the
| management)

* all adjustments are without tax effect.

[a]

Audit Qualifications

Details of Audit
qualification

(i)

(ii)

(i)

(iv)

Reference Is invited to Para (3] of Independent
Auditor's Report on Consolidated audited financial
results:

Note Mo, 3 [and read with Note Mo, 29 of the
Comsolidated  Awdited Financial  Statement) of
srompanying statement regarding net worth of the
Company become negative and preparation of financial
statements by the management on “going concern
baziz”, considering the rehabilitation, fulure business
planzs and expected cash Aows as stated in the said
note. In the event of the same not being held {0 be a
"going concern” and various assets and liabilities being
consequently required to be adjusted with respect to
their realizable value, the impact thereof has not be
ascertained,

MWote Wo. 4{e) & & [read with MNote No. 218 of the
Consolidated Auodited Financial Statement) of
accompanying statement regarding non provisioning of
interest Expenses of Rs. 18,972.22 Lacs (Rs. 10,583.08
Lacs for the year ended 31.03.2016), penal interest,
penalty etc. (amount unascertainahle).

Mote No. 4 (I} (read with note no. 2.6{¢c), Z.6(d), and
2.7(a) of Consolidated Audited Financial Statements) of
ACCompanying statement regarding written off fwritten
back and adjustment/set off of payment of receivables/
payables from/to overseas parties/ suppliers, ponding
necessary approval respectively as stated in the said
noes.

Note No. 4{a)] (read with Note Mo, 210 of the
Consolidated Audited Financial Statement) of the
accompanying  statement  regarding  pending

confirmation [/ _tegemgiliation of balances of certain |
L} - '_l




(v}

(vi)

(vil)

[viii) Mote No. 4(f) and 5 (read with Note No. 24 of the

receivables, (including overseas overdue receivables as
stated in note no. 2.6 of Consolidated Audited Financial
Statements for the Year ended 31.03.2017) bank
balances, payables (including of an  Assoclate
Company), securcd loans, other liabilities, loans and
advanees ete; and contingent lability being considered
a5 certified by the management in the absence of Full
detall, In this respect impact is unascertainable and
cannat be commented upon by us In our view read
with said note internal control needs to be Rurther
strenpthened.

Mote No. 4(b) (read with Note Mo, 2.6 [a)&[b) and Note
no. 2.8 respectively of Consolidated Audited Firancial
Statements] of the accompanying stalement regarding
non-provision  against  receivables  [including  of
overseas gverdue debtors of amounting to Rs, 6173.48 |
Lacs [Bz 617394 Lacs as at 31zt March 20146)
{including accounting of exchange fluctuation of Hs
897.41 lacs (Rs. B97.86 Lacs as at 31st Mareh 2016]))
of R=. 978528 Lacs [Rs. 10.357.62 Lacs as at 31st
March 2016) and loans and advances (including other
current azsets] of Bs 1611.71 Lacs (Bs 174340 Lacs
a5 at 31st March 2016] respectively. The accounting of
exchange fluctuation is not in line with generally !
accepted  accounting  principles  and  Accounting |
Standards 11 {AS-11) - "The Effect of Changes in
Forgign Exchange Bates®

Mote No. #(c) [read with Note No. 2,16 {a) to (d) of the
Consolidated Audited Financial Statements) of the
Accmpanying statement regarding accounting of
consumption of Raw Material and Stores & Spares as
balancing figure and the valuation of inventories is as
taken, valued and as certified by the management as |
stated in the said note; the impact whereof on the
statement of state of affairs and loss for the year not
being ascertainable for the reason stated in the said
note and cannot be commented upon by us,

The company have carried out assessment of value in
use of assets [as per AS-28 (Impairment of Assets)] of
knitwear unit {a CGU) by an independent professtomnal
firm, bazed on this estimated impairment loss iz of |
amounting te Bs. 1,349.90 Lacs (net of depreciation)
(Rs. 1,853.72 Lacs as at 31 March 2016). However, no
provision against the same has been made by the
company for the reason as explained In the said Note
Moo #(d) (read with Note No. 25 of Consolidated
Audited Financial Statements] of the accompanying
statement

Consolidated Audited Financial Statement) of the
accompanying statement, regarding pending receipt of
part money of amounting to USD 50,72,110 (Rs
267934 lacs)} out of the GDR issue made by the
company and as explained lying outside India [i.e
balance amount against GDR Essue of 19,94,125 nos.
made in financial year 2010-11, entitling 19,94,12.500
fully paid up equity shares of Re.1/- each at Rs.2.97 per
share including premium (now 1,99.41,250 fully paid
up equity shares of Rs.10/- each at Rs.29.70 including

premium}]. In respest-ptrealisability /receipt we are




unable to comment. As explained, above stated amount
is invested in money market fund outside India,
pending for utilization.

(ix] Note No. 4(g) (read with Mote No. 2.17 and 2.10 of the
Consolidated Audited Financial Statements] of the
atvompanying stalement regarding non-provisions of
Interest, Penalty etc. on delay/non-payment of certain
stabutory dues on time w.r,t Emplovee State lnsurance,
Provident Fund, Punjab Welfare Fund, Tax Deducted 3t
source, Tax Collected at Source, Service Tax and Sales

Tax etc. [amount unascertainable] and our inability te

comment the impact on the loss for the for the year.

{x) Note No. #(h] (read with Nete Mo. 221 of the |

Conselidated Audited Financial Statements] of the
accompanying  stalement  regarding  pending
appointment of requisite number of independent
directors as on 31 March 2017,

[xi) In view of our comment under para [i) to (ix) above
and on our comments w.rt the internal control system
which needs to be further strengthened to be made the
same commensurate with the size of the Company and
the nature of its business for the purchases and
consumption of inventory, booking of the expenses, set
off of balances and for the sale of poods and services,

(b) | Type of Audit | Qualified Opinion
Qualification

] Frequency of * In case of point no (i), (i), (ix). (x) and (xi) -
Quialification Appeared since FY, 2014-15

® In case of polnt no (i) - Appeared since FY. 2013-14
(However, there is change in amount)
In case of point no [iv] - Appeared since F.Y. 2003-04
* In case of point no (v] - Appeared since F.Y. 2003-04
(However, there Is change in amount)
In case of point no (vi) - Appeared since F.Y. 2012-13

In case of point no {vif) - Appeared since F.Y, 2012- |

13 (However, there is change in amount)
* In case of point no (viil] - Appeared since F.Y. 2013-
14
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(d}

For Audit
Qualification(s) where
the impact 15 quantified
by the Auditor,
Management views

“With regard te Auditors Qualification Nao. (i}, (v] and |
(vii):- |

(i)

(v}

Regarding non-provision of interest expenses,
penal interest, penalty, etc. - As stated in Note No.
218 of the Consolidated Audited Financial
Statement, due to continuous losses and fnancal |
tghtness, the Company has not been able to make |
payments, including towards installments of |
borrowings, and obligations towards payment of |
interest, both in respect of term [oans and working |
capital as they fell due. There are certain overdue |
amount - for details see nete no. 5.6 of audited |
financial statement for the year ended 315t March
2017, Interest on term loans and working capital, |
including overdue amount, penal interest, ete. for |
the period October 2014 to March 2017 (amount |
unascertained) has not been provided in books of |
account, and that the same will be provided [ |
accounted for as and when the Company final |
setttement of liability takes place with the |
respective lender. Six banks have assigned and
transferred their debts due from the Company, |
alongwith the underlying rights, title and interests
in financial assistances granted to the Company, to |
an Asset Reconstruction Company. The Company's |
discussions for restructuring of its debts have been |
ongoing with the lenders; and the Company has |
reached am arrangement with the Asset |
Reconstruction Company for structured payment |
thereof. Pending finality of settlement, the
Company considers the debts due to the hanks and
Asset Reconstruction Company as part of Long
Term Borrowings.

Regarding non-provision against receivables and
loans and advances - As also explained in Note No
26[a) of Consolidated Audited Financial
Statements, management view is that the
receivables  exceeding six  months  includes
outstanding amount of overseas receivables for
period over one year of Rs. 617348 Lacs (including
exchange gain of Rs. 89741 lacs il
31.03.2017) [excluding as stated in note no. 2.6 [b)
below], where company is in process of filing
necessary papers with appropriate authority for
extension of time [read with note no. 2.9}]. In this
regards, management s confident about Ffull
recovery / realisability considering the past |
performance of the customer and recovery
initiative taken by the Company. ’
Alsn, as explained in Note No. 2.6(h) of
Consolidated Audited Financial Statements, the
trade receivables include certain overdue Trade
Receivables/Other Receivables of Rs. 3611.80 lacs

=

for which the ent is confident about full
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recovery/realisahility.

Further, for the owverdue amount of Loans and

Advances (including Other Current Assets) of Rs.

161171 lacs [including Refunds [ Claims

| Receivables of Bs.33.51 Lacs, TUFS subsidy Rs.
899,05 lacs, capital advances of Rs. 250 lacs), in the
opinion of the Management, the aforesaid halance
are fully realizsable and hence considered good. The
Company has also initiated necessary steps for
recovery of overdues.

[vii} Regarding non-provision against impairment (as
per AS-28) in value of assets of Knitwear Unit
[CGU), the management will reassess the value of

- CGU and the resulting impairment loss on sanction

by the lenders of corrective Action Plan or

Reworking of its Debts, and adjustment of

Impairment and lenders liability, if any, will be

accounted in books of aceount of the company

concurrently therewith.

s e

[£} For Audit
Qualification[s] where
the impact is not
quantified by the
Suditor: -

: d['i] Managemen:['s Not ascertainable
estimation on the impact
ofaudit qualification

(if) If management is unable | With regard to Auditors Qualification No. (i), (iii), {iv),
to estimate the impact, [wi], (wiit), (ix), (x] and (xi):-

reasons for the same {i) Regarding net worth of the Company becoming
negative and preparation of financial statements on
going concern basis - Consequent to erosion of
entire net worth, the Company filed its Reference
before the Hon'ble Board for Industrial and
Financial Reconstruction [BIFR)] under Sick
Industrial Company (Special Provisions) Act, 1985
[SICA), which had since been registered. The
Company has been in discussions with its lenders
for working out a scheme of rehabilitation of its
financial debts. For reasons that SICA was repealed
with effect from December 1, 2016, the
restructuring plan of the Company will now he an
| outcome of bilateral arrangements to be arrived at
' between the Company and the lender. In case of
lenders who have assigned their debt to an Asset
Reconstruction Company, the Company has since
reached an arrangement for structured payment of
its outstandings. Considering the proposed
rehabilitation and future business plans of the
Company, present business scenario, stable
government policies for the business and expected
cash flow in the near future as assessed by the
Manapement, accounts of the Company are

RA D prepared on 'l_'. ingfoncern’ basis.




| [iil) Regarding written offf written back and |

(iv)

(vi}

{ix)

(viii) Regarding pending receipt of part money out of

adjustment/set off of payment of receivables/
payables from/to overseas parties/ suppliers
pending necessary approvals - the management is
in the process of obtaining necessary approvals
from the regulatory authorities.

Regarding pending confirmation / reconciliation of
balances of certain receivables ([including overseas
overdue  recelvables), bank balances, payables
{including of an Associate Company), secured loans,
other liabilities, loans and advances etc; and contingent
liability - The management is of the opinion that |
adjustment, if any, arising out of such reconciliation
would not be material. Further, necessary steps
have been initiated to further strengthen system of
internal controls wort accounting of expenses,
accounting of Income (including sale of licenses
and provision written back), payroll payments and
nf halance recanciliation/confirmation.

Regarding accounting of consumption of Raw
Material and Stores & Spares as balancing figure and the
valuation of inventories iz as taken, valued and as
certified by the management — As per the management,
accounting is being done as per past practice through
system on issue based consumption and |n view of |
security arrangement in place, the management is
confident that there will not be any material
adjustment on updationfcompletion of records of
physical verification of inventory,

GDR issue - As also explained in Note no. 2.4 of the
of the Consolidated Audited Financial Statements
that out of the proceeds of GDRs raised in F.Y. |
2010-2011, an amount of USD 6954515 (INR
372105 Crores) stood remitted to India, which had |
been utilised for augmentation of working capltal
needs of the Company and a balance amount of US$
50,72,110 (INR 2679.34 Lacs) continues to remain
invested in an overseas Money Market Fund
outside Indla as on 31.03.2017, pending utilisation
of such proceeds. The Company is filing all due
returns regularly with RBL Also the Depository of
GDR fissue had resigned wef 29102014 and
terminated the agreement w.ef 15-06-2015. The
GDRE had been delisted [rom Lux5E w.ef
16.06.2015. The Company is in process to appoint
new depository and seck relisting of GDR on LuxSE
or any other overseas stock Exchange.

Regarding non-provisions of Interest, Penalty, etc
on delay/non-payment of statutory dues - Due to
financial strains and losses Company could not
make due payments against various statutory dues
on due time which have subsequently been paid.
Penal interest and penalty in this regard (amount
unascertained) if any, will be accounted for as and

when the sam fﬂl.. :
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{x] Regarding pending appointment of requisite number
of independent directors as on 31* March 2017 =
Subscguent o the balance sheet date g 31 March
2017, the Company has appointed and Independent
Director.

(xf) Regarding further strengthening the system of
internal controls - MNecrssary steps hawve heen
initiated by the Company to further strengthen the
system of internal comtrols wrt purchases and
consumption of inventory, booking of axpenses, set
off of balances, for the sale of geods and services, etc.

[iii} Auditors’ comments on [i}or

{ii} above

I

Refer details of audit qualification [para [1{a) above]

HI. | Signatories

» Managing Directar -
Manish Bagrodia

* CFO - Anand Balkishan Sharma

* Audit Committee Chairman -
Pradeep Kumar

= Stamutory Auditor

Chartered Accountants
Firm Registration No. 301051E

Reodl2

{(Gauraw Lodha)
Partner

Membership No. 507462

Place: Chandigarh
Date: 30.05.2017
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