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Ref. No. KSM- 52/2018-19 30.05.2018

To

Department of Corporate Services,
Bombay Stock Exchange Ltd,

Floor No. 25 Phiroz Jeejeebhay Towers,
Dalal Street,

Mumbai- 400 001

BSE Scrip Code: 502933

Sub: Outcome of Board Meeting
Ref: Regulation 33(3) of the SEBI(LODR) Regulations, 2015

Dear Sir/Madam,

The Board Meeting of the Company was held on 30t'May, 2018. The Board
of Directors at their Board Meeting have approved and taken on record the
Audited Financial Results for the quarter and Year ended 31stMarch, 2018
as recommended by Audit Committee. Meeting concluded on &.00 .

Please find enclosed herewith the following;

1. Audited Financial Results for the quarter and year ended 31stMarch,
2018.

2. Statement of Assets and liability and Segment report for the quarter and
year ended 31st March, 2018.

3. Independent Auditors report with annexure of unmodified opinion for the
quarter and year ended 31st March, 2018. :

The information and papers are being filed pursuant to Regulation 33(3) of
the SEBI (LODR) Regulations, 2015.

Please take the aforesaid on your records and acknowledge the receipt.

Thanking you,
Yours faithfully,




KATARE SPINNING MILLS LTD.
Reg. Office :- 259, Sakhar Peth, SOLAPUR- 413 005
CIN- L17119PN1980PLC022962
STANDALONE AUDITED FINANCIAL RESULTS FOR THE QUARTER AND YEAR ENDED 31ST MARCH 2018
( Rs. In lacs.)

Sr. Three Months Ended Year Ended.
No. Perticulers 31.03.2018 31.12.2017 31.03.2017 31.03.2018 31.03.2017
Current Year | Current Year | Previous Year | Current Year | Previous Year
(Audited) (Unaudited) (Audited) (Audited) (Audited)
1 Income from Operations.
950.74 818.89 1276.70 3237.69 3558.55
2. Other Income -85.31 43.93 1.85 54.69 49.68
3. Total Revenue. 865.43 862.82 1278.55 3292.38 3608.23
4, Expenses..
a. Cost of Materials Consumed. 125.53 125.67 172.40 587.29 582.82
b. Purchase of stock in trade. 566.40 628.09 833.34 2157.37 2362.62
c. Changes in inventories of finished goods, W.LP,traded 64.80 -7.54 -23.75 14.84 -29.24
d. Employee Benefits Expenses. 32.72 49.22 91.44 176.00 226.37
e. Finance Cost. 88.68 77.51 76.40 319.06 305.70
f. Deprecation and Amortisation Expenses. 28.86 24.07 32.48 108.10 110.35
g. Other Expenditure. 59.81 81.49 219.34 308.61 417.46
Total Expenses. 966.80 978.51 1401.65 3671.27 3976.08
5. Profit/(Loss) before except. And extra ord. items. (3-4) -101.37 -115.69 -123.10 -378.89 -367.85
6. Exceptional Items. 0.00 0.00 0.00 0.00 | 0.00
7. Profit/(Loss) before extra ord.tems and Tax. -101.37 -115.69 -123.10 | -378.89 -367.85
8. Extraordinary Items. 0.00 0.00 -0.76 0.00 -0.76
9. Profit/(Loss) before Tax.(7+/-8) -101.37 -115.69 -122.34 -378.89 -367.09
10. Tax Expense. 0.00 0.00 0.00 0.00 0.00
Current 0.00 0.00 0.00] 0.00 0.00
Deffered 87.23 0.00 -105.81 87.23 -105.81
Total Tax Expenses. -87.23 0.00 -105.81 -87.23 105.81
11. Net Profit / - Loss for the period. (9 +- 10) -14.14 -115.69 -16.53 -291.66 -261.28
12. Other Comprensive Income (incl. share in assoc.and Joint V 0.00 0.00 0.00 0.00 0.00
A) Amount of item that will not be classified to P & L Alc. 0.00 0.00 0.00 0.00 0.00
Income Tax relating to items that will not be reclassified 0.00 0.00 0.00 0.00 0.00 |
B) Amount of item that will be classified to P & L A/c. 0.00 0.00 0.00 0.00 0.00
Income Tax relating to items that will be reclassified 0.00 0.00 0.00 0.00 0.00
13. Total Comprensive Income for the period ( 11-12) -14.14 -115.69 -16.53 -291.66 -261.28

—




|14, Paidl Up _uﬁ__._:w Share Capital: P © 785.00 : 285.00 . 285.00 283.00 255.08
-15.-Reserve axcluding Revaluation Reserve as per w,:uzoe . 0.90 . 000 et 0,00 0.0¢ 0.00
sheet of previous accounting year.

16. Earning per share ( Basic and Umﬁm& (For discontinued &
Continued operations) 0.00 ¢.00 0.00 0.00 0.00
Notes:

1. The above result has been reviewed and recommended by the Audit Committee and approved by the Board of Directors at its meeting
held on 30th May, 2018. The Statuory Auditors of the Company have conducted a 'Limited Review' of the Financial results for the quarter
and year ended 31st March, 2018.

2. The Company has adopted Indian Accounting Standards (Ind AS) from 1st April, 2017. Accodingly, these financial results have been
prepared in accordance with the recognition and measurement principles laid down in the Indian Accounting Standards (Ind AS) 34
Interim Financial Reporting prescribed under Section 133 of the Companies Act, 2013 read with the relevant rules issued there under and
other accounting principles generally accepted in India.

3. The Company operates in multiple business segment, i.e. Cotton yarn manufacturing, hotel Service, Solar power

generation.

4. The above results does not include IND AS compliant results for the preceding quarter and year ended 31st March, 2017 as the same is
not mandatory as per SEBI circular No. CIR/CFD/FAC/62/2016 dated July 5, 2016.

5. Reconciliation between financial result as previoulsy reported in accordance with the Accounting Standard framework (reffered to as
"Previous GAAP") and IND AS for the quarter and year ended presented are as under;

(Rs. In Lakhs)

Particulars Quarter Ended and year
Net Profit after tax reported under previous GAAP; -16.53
IND AS Adjustments (+/-) 0
Net Profit or Loss as per IND AS -16.53
Other Comprenhensive Income (Net of Taxes) 0
Total Comprenhensive Income for the period -16.53

7. The figures for the previous period have been regrouped/rearranged wherever considered necessary.
For and on behalf of Board of Directors

pinning Mills Limited __\M,l//,
nu

—

Fa\mh T. Katare
- D
pr! @mwammusm Director Director

M. No. 048890 . DIN 00645013 DIN 00685066
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KATARE SPINNING MILLS LTD
Balance Sheet as at 31st March, 2018

AS
Non-current assets
Property, plant and equipment 1 18,61,74,936 19,68,65,334 20,36,26,096
Capital work-in-progress 2 76,48,555 76,48,555 79,10,933
Investment property 0 0 0
Goodwill 0 0 0
Intangible assets under development 0 0 0
Biological assets other than bearer plants 0 0 0
Financial assets 3 -0 0 0
- Non-Current investments 4 11,200 11,200 11,200
- Long-term loans and advances 5 A2 ANATT 31,56,658 29,56,263
- Trade Receivables 6 1,16,27,066 1,49,78,116 2,21,52,093
- Others 7 8,88,41,897 8,71,25,277 8,79,36,366
Deferred tax assets (Net) 8 3,77,27,000 2,90,04,000 1,74,71,000
Other non-current assets 0 0 0
Total Non Current Asset: A 33,52,40,831 33,87,89,140 34,20,63,950
Current assets '
Inventories 9 2,47,31,376 2,35,57,750 2,09,06,091
Financial assets
- Current investments 0 0 0
- Trade and other receivables 10 2,02,86,751 71,88,507 36,85,715
- Cash and cash equivalents 11 2,38,08,770 2,41,62,930 2,42,97,708
- Short term loans and advances 12 0 0 0
Assets for current tax (net)
Other current assets 13 27,40,462 1,00,07,256 3,03,68,469
Non-current assets classified as held for sale
Other Non-Current Assets 0 0 0
Total Current Assets B 7,15,67,359 6,49,16,443 7,92,57,984
Total Assets 40,68,08,190 40,37,05,583 42,13,21,934




KATARE SPINNING MILLS LTD
Balance Sheet as at 31st March, 2018

11 [EQUITY AND LIABI
Equity
Equity Share capital 14 2,85,00,000 2,85,00,000 2,85,00,000
Other Equity 15 1,97,22,355 4,88,88,500 7,50,16,958
- Equity component of other financial instrument
- Retained earnings @
- Reserves
- Reserves representing unrealised gains/ losses
- Other reserves
Money received against share warrants
Others
Share application money pending allotment
Total Equity ' 4,82,22,355 7,73,88,500 10,35,16,958
Non-current liabilities
Financial liabilities
- Long term borrowings 16 7,53,32,329 8,42,71,793 9,91,40,946
- Other financial liabilities (Trade Payable) 17 0 0 0
Long term provisions 0 0 0
Deferred tax liabilities (Net) 0 0 0
Other non-current liabilities 18 51,83,406 25,90,690 30,91,919
Total Non Current Liabilities 8,05,15,735 8,68,62,483 10,22,32,865
Current liabilities
Financial liabilities
- Short term borrowings 19 23,93,19,128 20,43,95,962 18,35,29,880
- Trade and other payables 20 3,19,09,376 2,78,96,648 2,64,60,005
- Other financial liabilities 0 0 0
Other current liabilities 21 68,06,263 71,26,657 55,46,893|
Short-term provisions (IT Provision) 35,333 35,333 35,333
Liabilities for current tax (net)
Total Current Liabilities 27,80,70,100 23,94,54,600 21,55,72,111
Liabilities associated with group(s) of assets held for disposal
Total Equity and Liabilities 40,68,08,190| - 40,37,05,583 42,13,21,934

The accompanying notes are an integral part
of the financial statements
As per our audit even date

N. R. WAGHCHAWARE & ASSOCIATES
Chartered Accountants

Nilkanth R Waghchaware
Proprietor
ICAl Membership No :048890

Solapur. 30" May 2018

For and on behalf of Borad

Katare Spining Mills Ltd

DIN 00645013

Director
DIN 00685066



- ANNEXURE IV

Format for Reporting of Segment wise Revenue, Results and Capital Employed along with the Quarter and
year ended results

Year to date .

Year to date

Particulars 3 months Corresponding 3
ended months ended figures for figures for
In the current  in the previous current the
year year period previous year
(31/03/2018) (31/03/2017) ended ended
o S S - (31/03/2018) (31/03/2017%)
(Audited) (Audited) (Audited) Audited
1. Segment Revenu
(net sale/income from each segment
should be disclosed under this head)
(a) Segment — Cotton yarn mfg. 930 1039 2914 S171
(b) Segment — hotel Service 0 0112 0198 0387
(c) Segment — Solar Power generation @ 020 0125 0125 0126
(d) Unallocated _
Total
Less: Inter Segment Revenue B o )
Net sales/Income From Operations$ 950 1276 32837 3684
. 2. Segment Results (Profit)(+)/ Loss (-
) before tax and interest from Each -166
segment)# . 040
(a) Segmént - Cotton yarn mfg. -31 =30 -170 066
(b) Segment — hotel Service -10 03 002
(c) Segment - Solar Power generation 28 | =12 108
(d) Unallocated _
| Total | -13 | -039 | -060




Less: i) Interest** 88 76 319 307
11) Other Un-allocable Expenditure

net off

(iii) Un-allocable income 0 0 0
Total Profit Before Tax -101 -123 -379 -367
3. Capital Employed |

(Segment assets — Segment Liabilities) |

(a) Segment - Cotton yarn mfg. | 200 273 200 273
(b) Segment — hotel Service | 379 501 379 501
(c) Segment — Solar Power generation | -097 0 -097 0
(d) Unallocated _

Total 482 774 482 774

* The Company operates in multiple business segment, i.e. Cotton yarn manufacturing, hotel Service,

Solar power generation.




N. R. Waghchaure & Associates

Chartered Accountants

16-22, Royal Plaza, Behind Bhagwat Petrol Pump, Murarji Peth, Solapur - 413 001.
Ph:- 0217-2625054, 2623170 Cell: 9423590501 Email: fcanrw1970@gmail.com

Auditor's Report On_Quarterly Financial Results and Year to Date Results of the
Company Pursuant to the Regulation 33 of the SEBI (Listing Obligations and
Disclosure Requirements) Requlations, 2015

To
Board of Directors of Katare Spinning Mills Ltd

1. | have audited the quarterly financial result of Katare Spinning Mills Ltd for the quarter
ended 31/03/2018 and the year to date results for the period 01/04/2017 to
31/03/2018, attached herewith, being submitted by the company pursuant to the
requirements of Regulation 33 of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015. These quarterly financial results as well as the
year to date financial results have been prepared on the basis of the interim financial
statements, which are the responsibility of the company's management. My
responsibility is to express an opinion on these financial results based on my audit of
such interim financial statements, which have been prepared in accordance with the
recognition and measurement principles laid down in Accounting Standard for Interim
Financial Reporting (AS25/Ind AS34), prescribed, under section 133 of the
Companies Act, 2013 read with relevant rules issued there under; or by the Institute
of Chartered Accountant of India, as applicable and other accounting principles
generally accepted in India.

2. | conducted my audit in accordance with the auditing standards generally accepted in
India. Those standards require that | 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 managements. | believe that my
audit provides a reasonable basis for my opinion.

3. In my opinion and to the best of my information and according to the explanations
given to me 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 in this
regard: and




N. R. Waghchaure & Associates

Chartered Accountants

16-22, Royal Plaza, Behind Bhagwat Petrol Pump, Murarji Peth, Solapur - 413 001.
Ph:- 0217-2625054, 2623170 Cell: 9423590501 Email: fcanrw1970@gmail.com

4,

a.

Basis for qualified Opinion

As stated in Note No. 15 to the accounts, the Company has included in other non-
current assets a sum of Rs. 428.00 lakh as deferred interest expenditure. In the past
the Company had availed a term loan ICICI Bank Ltd (which was under OTS with
them) which was subsequently assigned by ICICI to Kotak Mahindra Bank Ltd.
Consequent upon assignment The Kotak Mahindra Bank Ltd filed suit against the
Company in DRAT for recovery. The Company has settled the said loan with Kotak
Mahindra Bank Ltd for an agreed amount of Rs. 750 lakhs of which Rs. 325 lakhs
were deposited before DRAT and Rs. 425 lakhs are paid on or before 31/05/2013.
Accordingly, no loan balance is now outstanding.

The Company had a transferred balance in Capital Reserve of Rs. 150 lakhs when
the loan was settled with ICICI Bank Ltd. The said balance is then reversed from
Capital Reserve and the balance Rs. 600 lakhs represented the amount of interest
from the year 2002 to the date of settlement. The Company has deferred this interest
amount of Rs. 600 lakhs to be written off over a period of 7 years and have
accordingly charged Rs. 172.00 lakh in the two years (2012-2013 & 2013- 2014) but
has not charged Rs. 344.00 lakh to the statement of profit and loss for the year under
audit (Rs. 86.00 lakh for the year under review and Rs. 258.00 lakh in the preceding
year 2014-15, 2015-16 & 2016-17) and balance Rs. 84.00 lakh should have been
remained to be carried forward as deferred revenue expenditure.

Trade Receivables to the extent of Rs. 25.06 lakh and other current assets/advances
of Rs. 147.42 lakh aggregating to Rs. 172.48 lakh are bad for which no provision is
made in the accounts as referred to in Note No. 5 and Note No. 6 in the notes on
accounts

Had the items reported in (b) and (c) above been charged to the statement of profit
and loss, the loss for the year of Rs. 291.66 lakh would have been increased by Rs.
600.48 lakh resulting into loss of Rs. 892.14 Lakh. To that extent it has resulted into
overstatement of year end net Current Assets and Reserves and Surplus by Rs.
600.48 lakh.

No provision is made for payment for gratuity on actuarial basis as on 31%' March
2018 hence its impact on the net profit could not be ascertained as referred to Note
No. 2.15 in the notes on accounts.

Except for the effects of the matter described in the Basis for Qualified opinion
paragraph, give a true and fair view for the net loss (including other comprehensive
income) and other financial information in conformity with accounting principles
generally accepted in Indi including Ind AS specified under section 133 of the Act for
the year ended 31/03/2018.




N. R. Waghchaure & Associates

Chartered Accountants

16-22, Royal Plaza, Behind Bhagwat Petrol Pump, Murarji Peth, Solapur - 413 001.
Ph:- 0217-2625054, 2623170 Cell: 9423590501 Email: fcanrw1970@gmail.com

5. Emphasis of Matter

The cash credit and term loan availed by the company from Bank of India have become
Non-Performing Assets due to defaults in payments of Installments and interest thereon
and the loan accounts have been classified as Non-performing assets. Accordingly, the
lender bank has not charged interest on the loan account. However, company has
made provision in the books of accounts for unapplied interest on the reasonable
estimate based on the terms of loan.

The lenders, Bank of India, have taken possession of property of hotel division of the
company on 25/10/2017 under SARFESAI Act and from that date the hotel business of
the company is not operating. The company have referred the matter to Debt Recovery
Tribunal, Pune. The financials have been prepared on the assumption of going concern
as the management is of the opinion that the company will remain in business in the
foreseeable future.

My opinion is not modified in respect of these matters.

N. R. Waghchaure & Associates
Chartered Accountants, :

Nilkanth R. Waghchaure
Proprietor

ICAI Membership No.: 048890
Solapur, 30" May 2018




N. R. Waghchaure & Associates

Chartered Accountants

16-22, Royal Plaza, Behind Bhagwat Petrol Pump, Murarji Peth, Solapur - 413 001.
Ph:- 0217-2625054, 2623170 Cell: 9423590501 Email: fcanrw1970@gmail.com

INDEPENDENT AUDITOR’S REPORT

To,
The Members of Katare Spinning Mills Limited

Report on the Standalone Financial Statements

| have audited the accompanying standalone financial statements of Katare Spinning
Mills Limited (“the Company"), which comprise the Balance Sheet as at 31%March
2018, the Statement of Profit and Loss (including other comprehensive income), the
Cash Flow Statement and the statement of changes in equity for theyear then
ended,and a summary of the significant accounting policies and other explanatory
information. :

Management's Responsibility for the Standalone Financial Statements

The Company's Board of Directors is responsible for the matters stated in Section
134(5) of the Companies Act, 2013 ("the Act") with respect to the preparation of these
financial statements that give a true and fair view of the state of affairs (financial
position) Profit or Loss (financial performance including other comprehensive income)
cash flows and changes in the equity of the Company in accordance with the
accounting principles generally accepted in India including the Indian Accounting
Standards (Ind AS) specified under Section 133 of the Act.

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

Auditor's Responsibility

My responsibility is to express an’ opinion on these standalone financial statements
based on my audit.

| have taken into account the provisions of the Act, the accounting and auditing
standards and matters which are required to be included in the audit report under the
provisions of the Act and the Rules made thereunder.

I conducted my audit in accordance with the Standards on Auditing specified under
Section 143(10) of the Act. Those Standards require that | comply with ethical
===s, requirements and plan and perform the audit to obtain reasonable assurance about




An audit involves performing procedures to obtain audit evidence about the amounts
and the disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal financial control relevant to the Company's
preparation of the financial statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances. An audit also includes
evaluating the appropriateness of the accounting policies used and the reasonableness
of the accounting estimates made by the Company's Directors, as well as evaluating
the overall presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide
a basis for my audit opinion on the standalone financial statements.

Basis for qualified Opinion

a. As stated in Note No. 15 to the accounts, the Company has included in other
non-current assets a sum of Rs. 428.00 lakh as deferred interest expenditure. In
the past the Company had availed a term loan ICICI Bank Ltd (which was under
OTS with them) which was subsequently assigned by ICICI to Kotak Mahindra
Bank Ltd. Consequent upon assignment The Kotak Mahindra Bank Ltd filed suit
against the Company in DRAT for recovery. The Company has settled the said
loan with Kotak Mahindra Bank Ltd for an agreed amount of Rs. 750 lakh of
which Rs. 325 lakh was deposited before DRAT and Rs. 425 lakhsare paid on or
before 31/05/2013. Accordingly no loan balanceis now outstanding.

b. The Company had a transferred balance in Capital Reserve of Rs. 150 lakh
when the loan was settled with ICICI Bank Ltd. The said balance is then
reversed from Capital Reserve and the balance Rs. 600 lakh represented the
amount of interest from the year 2002 to the date of settlement. The Company
has deferred this interest amount of Rs. 600 lakh to be written off over a period of
7 years and have accordingly charged Rs. 172.00 lakh in the two years (2012-
2013 & 2013- 2014) but has not charged Rs. 344.00 lakh to the statement of
profit and loss for the year under audit (Rs. 86.00 lakh for the year under review
and Rs. 258.00 lakh in the preceding year 2014-15, 2015-16& 2016-17) and
balance Rs. 84.00lakhshould have been remained to be carried forward as
deferred revenue expenditure.

c. Trade Receivables to the extent of Rs. 25.06lakhs and other current
assets/advances of Rs. 147.42lakhs aggregating to Rs. 172.48lakhs are bad for
which no provision is made in the accounts as referred to in Note No.5 and Note
No. 6 in the nctes on accounts

d. Had the items reported in (b) and (c) above been charged to the statement of
profit and loss, the loss for the year of Rs. 291.66 lakh would have been
increased by Rs. 600.48lakh resulting into loss of Rs. 892.14 Lakh. To that extent
it has resulted into overstatement of year end net Current Assets and Reserves
and Surplus by Rs. 600.48lakh.




e. No provision is made for payment for gratuity on actuarial basis as on 31 March
2018 hence its impact on the net profit could not be ascertained as referred to
Note No. 27(b) in the notes on accounts.

Qualified Opinion

In my opinion and to the best of my information and according to the explanations given
to me, except for the effects of the matter described in the Basis for Qualified Opinion
Paragraph, the aforesaid standalone financial statements give the information required
by the Act in the manner so required and give a true and fair view in conformity with the
accounting principles generally accepted in India including Ind AS specified under
Section 133 of the Act of the state of affairs (financial position) of the Company as at
31st March, 2018, and its Loss (financial performance including other comprehensive
income) its cash flows and the changes in equity for the year ended on that date.

Emphasis of the Matter
| draw attention to —

The cash credit and term loan availed by the company from Bank of India have become
Non-Performing Assets due to defaults in payments of Installments and interest thereon
and the loan accounts have been classified as Non-performing assets. Accordingly, the
lender bank has not charged interest on the loan account. However,company has
made provision in the books of accounts for unapplied interest on the reasonable
estimate based on the terms of loan.

The lenders, Bank of India, have taken possession of property of hotel division of the
company on 25/10/2017 under SARFESAI Act and from that date the hotel business of
the company is not operating. The company have referred the matter to Debt Recovery
Tribunal, Pune. The financials have been prepared on the assumption of going
concern as the management is of the opinion that the company will remain in business
in the foreseeable future.

Report on Other Legal and Regulatory Requirements

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

2. As required by Section 143 (3) of the Act, | report that:

(@) | have sought and obtained all the information and explanations which to the
best of my knowledge and belief were necessary for the purposes of my audit.

(b) In my opinion, proper books of account as rqui_@_d by law have been kept by

v




the Company so far as it appears from my examination of those books;

(c) The standalone financial statements dealt with by this report are in agreement
with the books of account;

(d) Except for the possible effects of the matter described in the basis for qualified
opinion paragraph in my opinion on the standalone financial statements, these
statements comply with the Ind AS specified under Section 133 of the Act;

(e) On the basis of the written representations received from the directors and taken
on record by the Board of Directors, none of the directors is disqualified as on
March 31, 2017 from being appointed as a director in terms of Section 164 (2) of
the Act.

(f) With respect to the adequacy of the Internal Financial controls over financial
reporting of the Company and the operative effectiveness of such controls, refer
to my separate report in “Annexure B”, and

(g) With respect to the other matters to be included in the Auditor's Report in
accordance with Rule 11 of the Companies (Audit and Auditors) Rules, 2014, in
my opinion and to the best of my information and according to the explanations
given to me:

i. The Company has disclosed the impact of pending litigations on its
standalone Ind AS financial statements;

ii. The Company did not have any long-term contracts including derivative
contracts for which there were any material foreseeable losses;

iii. There were no amounts which were required to be transferred to the
Investor Education and Protection Fund by the Company;

N. R. Waghchaure & Associates
Chartered Accountants,
FRN: 11499

Nilkantlf R. Waghchaure
Proprietor

ICAI Membership No.: 048890
Solapur, 30"May, 2018




ANNEXURE A TO THE INDEPENDENT AUDITOR'S REPORT

The annexure referred to in the Independent Auditors’ Report to the members of the
Company on the standalone financial statements for the year ended 31% March 2018, |
report that

(i)

(ii)

(iif)

(iv)

(v)

In respect of its fixed assets:

a)

b)

The Company has maintained proper records showing full particulars,
including quantitative details and the situation of the fixed assets.

Fixed assets have been physically verified by the management during the year
in accordance with the phased programme of verification adopted by the
management which, in my opinion, provides for physical verification of all the
fixed assets at reasonable intervals. No material discrepancies were noticed
on such verification. In my opinion, this periodicity of physical verification is
reasonable having regard to the size of the Company and nature of its assets.

According to the information and explanation given to me and on the basis of
my examination of the records of the Company, the title deeds of immovable
properties are held in the name of the Company.

In respect of its inventory:

a)

b)

c)

The inventories of finished goods, semi-finished goods, stores, spare parts
and raw materials were physically verified at regular intervals by the
Management.

The procedures of physical verification of inventories followed by the
Management were reasonable and adequate in relation to the size of the
Company and the nature of its business.

The Company has maintained proper records of its inventories. According to
information and explanation given to me, the discrepancies noticed on
physical verification of stocks as compared to book records were not material
and have been properly dealt with in the books of account.

The Company has not granted any loans to companies, firms or other parties
covered in the Register maintained under Section 189 of the Companies Act, 2013
and therefore paragraph 3(iii) of the Order is not applicable.

In my opinion and according to information and explanations given to me the
Company has complied with the provisions of Section 185 and 186 of the Act, with
respect to loans and investments made.

The Company has not accepted any deposits from the public.

(vi) | have broadly reviewed the cost records maintained by the Company pursuant to
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the Rules made by the Central Government under Section 148(1) of the
Companies Act, 2013 and | am of the opinion that prima facie the prescribed cost
records have been made and maintained. | have, however, not made a detailed
examination of these records with a view to determining whether they are accurate
or complete.

(vii) In respect of statutory dues:

a) According to the information and explanation given to me and on the basis of
my examination of the records of the Company, amounts deducted/accrued in
the books of account in respect of undisputed statutory dues including
Provident Fund, Employees State Insurance, Income-tax, Sales Tax, Value
Added Tax, Wealth Tax, Service Tax, Excise Duty, Cess, GST and other
material statutory dues have been regularly deposited during the year by the
Company with the appropriate authoritiesexcept outstanding Maharashtra
Value Added Tax Liability of Rs. 20,93,155 and GST of Rs. 5,11,887
aggregating to Rs. 26,05,042

According to the information and explanation given to me, no undisputed
amounts payable in respect of provident fund, income-tax, wealth tax, excise
duty, sales tax, value added tax, cess and other material statutory dues were
in arrears as at 31 March 2018 for a period of more than six months from the
date they became payable.

b) According to the information and explanation given to me, there are no
material dues of statutory nature which have not been deposited with the
appropriate authorities on account of any dispute, except the following dues
which have not been deposited by the company on account of disputes:

Name of the Nature of Amount Period to Forum where
Statute dues (in Rs.) which the the dispute is
amount pending
relates
MVAT Act, 2002 | Sales Tax, Interest | 13,29,572 | FY 2006-07 | MVAT Appellate
and penalty Tribunal, Mumbai
MVAT Act, 2002 | Sales Tax, interest | 10,55,741 | FY 2008-09 | DCST-Appeals,
and penalty : Solapur
MVAT Act, 2002 | Sales Tax, Interest | 26,52,358 | FY 2010-11 | DCST-Appeals,
and Penalty Solapur
MVAT Act, 2002 | Sales Tax, Interest 3,10,829 | FY 2006-07 | DCST-Appeals,
and Penalty Solapur

(viii) The Company has defaulted in the repayment of Installments of Term Loan
availed from Bank of India of Rs. 3,64,14,000 and unpaid interest thereon of Rs.
74.40,022 and unapplied interest on Term Loan of Rs. 4,26,93,692 and unapplied
interest on Cash credit of Rs. 2,52,42,304 (aggregating towards repayment of loan
& interest of Rs.11,17,90,18) and the Special Capital Incentive Rs. 3,16,139
aggregating in total of Rs. 11,21,06,157 which has remained unpaid as at the date
of balance sheet.




(ix) The Companydid not raise any money by way of initial public offer or further public
offer (including debt instruments) and term loans during the year. Accordingly
paragraph 3(ix) of the order is not applicable.

(x) According to the information and explanation given to me,no material fraud by the
Company or on the Company by its officers or employees have been noticed or
reported during the course of my audit.

(xi) According to the information and explanation given to me and on the basis of my
examination of the records of the Company, the Company has paid/provided for
managerial remuneration in accordance with the requisite approvals mandated by
the provisions of Section 197 read with Schedule V of the Act.

(xii) In my opinion and according to the information and explanations given to me, the
Company is not a nidhi company. Accordingly paragraph 3(xii) of the order is not
applicable.

(xiii) According to the information and explanation given to me and on the basis of my
examination of the records of the Company, transaction with related parties are in
compliance with sections 177 and 188 of the Act where applicable and details of
such transactions have been disclosed in the financial statements as required by
the Ind AS 24, related party disclosures specified under section 133 of the Act.

(xiv) According to the information and explanation given to me and based on my
examination of the records of the Company,the Company has not made any
preferential allotment or private placement of shares or fully or partly convertible
debentures during the year.

(xv) According to the information and explanation given to me and on the basis of my
examination of the records of the Company, the Company has not entered into
non-cash transactions with directors or persons connected with him. Accordingly
paragraph 3(xv) of the order is not applicable.

(xvi) The Company is not required to be registered under Section 45-IA of the Reserve
Bank of India Act, 1934. :

N. R. Waghchaure & Associates
Chartered Accountants,

Nilkanth R.
Proprietor
ICAI Membership No.: 048890
Solapur, 30" May 2018



“Annexure B” to the Independent Auditor’'s Report of even date on the
Standalone Financial Statements of Katare Spinning Mills Limited.

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

| have audited the internal financial controls over financial reporting of Katare Spinning
Mills Limited (“the Company”) as of 31%'March2018 in conjunction with my audit of the
standalone Ind AS financial statements of the Company for the year ended on that
date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing and maintaining internal
financial controls based on the internal control over financial reporting criteria
established by the Company considering the essential components of internal control
stated in the Guidance Note on Audit of Internal Financial Controls over Financial
Reporting issued by the Institute of Chartered Accountants of India (ICAl). These
responsibilities include the design, implementation and maintenance of adequate
internal financial controls that were operating effectively for ensuring the orderly and
efficient conduct of its business, including adherence to Company’s policies, the
safeguarding of its assets, the prevention and detection of frauds and errors, the
accuracy and completeness of the accounting records, and the timely preparation of
reliable financial information, as required under the Companies Act, 2013.

Auditor’s Responsibility

My responsibility is to express an opinion on the Company's internal financial controls
over financial reporting based on my audit. | conducted my audit in accordance with
the Guidance Note on Audit of Internal Financial Controls Over Financial Reporting (the
“Guidance Note”) and the Standards on Auditing, issued by ICAl and deemed to be
prescribed under section 143(10) of the Companies Act, 2013, to the extent applicable
to an audit of internal financial controls, both applicable to an audit of Internal Financial
Controls and, both issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that | comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether adequate
internal financial controls over financial reporting was established and maintained and if
such controls operated effectively in all material respects.

My audit involves performing procedures to obtain audit evidence about the adequacy
of the internal financial controls system over financial reporting and their operating
effectiveness. My audit of internal financial controls over financial reporting included
obtaining an understanding of internal financial controls over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the
design and operating effectiveness of internal control based on the assessed risk. The
procedures selected depend on the auditor’s judgment, including the assessment of the
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financial statements, whether due to fraud or error.

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

Meaning of Internal Financial Controls over Financial Reporting

A Company'’s internal financial control over financial reporting is a process designed to
provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A Company’s internal financial control over financial
reporting include those policies and procedures that (1) pertain to the maintenance of
records that, in reasonable details, accurately and fairly reflect the transactions and
dispositions of the assets of the Company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and
expenditures of the Company are being made only in accordance with authorizations of
management and directors of the Company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition
of the Company’s assets that could have a material effect on the financial statements.

Inherent Limitations of Internal Financial Controls Over Financial Reporting

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




Opinion

In my opinion, the Company has, in all material respects, an adequate internal financial
controls system over financial reporting and such internal financial controls over
financial reporting were operating effectively as at 31 March, 2018, based on the
internal control over financial reporting criteria established by the Company considering
the essential components of internal control stated in the Guidance Note on Audit of
Internal Financial Controls Over Financial Reporting issued by the Institute of Chartered
Accountants of India.

N. R. Waghchaure & Associates
Chartered Accountants,

Nilkanth R’ Waghchaure
Proprietor

ICAI Membership No.: 048890
Solapur, 30" May 2018




