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MADHUCON
PROJECTS LIMITED

cm: L742tor61990PLcon 114
June 27, 2019

To,

The National Stock Exchange of India Limited,

Bandra — Kurla Complex, Bandra (E)

Mumbai—400051

Sub.: Clarification on Financial Results submitted on 28.05.2019 as per Regulation 33 of the SEBI (Listing

Obligations and Disclosure Requirements) Regulations, 2015

Ref.: NSE/LiST/FR/14171 Letter dated June 06, 2019 and Electronic mail received from NSE dated 215‘ June.

2019

Dear Sir,

With reference to the above cited subject, we would like to submit our reply as under:

'

Financial Results submitted is not as per the format prescribed :

In Compliance with the Regulation 33 of the SEBl (Listing Obligations and Disclosure Requirements)

Regulations, 2015 and according to the format prescribed by SEBI, Company is submitting herewith

Standalone and Consolidated Financial Results for the year ended 31“ March, 2019 once again

(Fourth time) along«with all the enclosures and notes for balancing Figure (Page No.6) for your

reference and record.

2. The Company has not submitted the Statement of modified opinion:

Company is submitting herewith Statement on impact of Audit qualification for both Standalone Audit

Report and Consolidated Audit Report of Financial Results for the year ended 31“ March, 2019

separately once again for your reference and record.

3. No Segment Reporting:

The Company's operations predominantly consist of construction projects /activities and there are no

a

reportable segments under accounting standard 17 issued by ICAI as well as under the iND AS 108

also, Hence Segment reporting is not applicable on the Company.

We hope the above suffice your queries.

Thanking you.

M.No.FCS-4924

Corp. Oiilce : 'Madhucon House', 1129/A, Road No. 36, Jubilee Hills, Hyderabad
- 500 033, Telangana, lndia

Tel : +91-40-2355600l - 4 Fax : Hal-4023556005 E-mail : corporaie@madhucon.com

Regd. Oiflce : H,No.1-7-70, Jublipura, Khammam. Telangana - 507 003. lndia

u .madhuconcom
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(Rs. in Lakhs)

S
Standalone Consolidated

mi. Particulars Audited Audited

31.03.2019 31.03.2018 31.03.2019 31.03.2018

1 ASSETS

Non-current assets

(a) Property, Plant and Equipment 4,909.46 5,147.73 313,217.93 327,998.91

Capital Work in Progress
—

- 15,106.39 15,041.41

Intangible Assets .
» 120,339.13 127,095.01

investment Properties
.

» 61.46 81.56

(b) Financial Assets

(i) Investments 171,565.38 177,181.38 53.58 53.58

(ii) Trade receivables 484.36 525.46 -
-

(iii) Loans 5,133.46 5,131.79 5,298.36 5,297.83

(iv) Others Financial Assets 1 1,750.39 16,407.97 92,174.86 220,752.47

(c) Deferred Tax Asset 4,764.21 2,301.81 4,764.21 2,301.81

[(1) Other non-current assets 19,734.59 20,443.57 22,947.01 23,590.51

Sub-total Non-current assets 218,341.84 227,139.71 573,962.93 722,213.09

2 Current assets

(3) Inventories 4,281.51 4,493.41 6,288.37 10,002.53

(\ j (b) Financial Assets

(i) Investments
- 210.30 57.11

[ii] Trade receivables 25,780.64 19,618.07 3,666.80 3,115.38

(iii) Cash and cash equivalents 1,065.81 1,799.32 3,344.58 4,398.66

[iv] above 239.78 258.13 435.64 1,064.12

(v) Loans 7,196.48 7,189.77 168.33 164.56

(vi) Others Financial Assets 7,127.25 7,121.77 150,362.78 25,190.71

(c) Current tax asset (net) 14,070.65 5,922.18 14,528.15 6,469.53

((1) Other current assets 18,550.60 17,483.31 17,561.58 16,521.65

Sub-total Current assets 78,312.72 63,885.96 196,566.53 66,984.25

Total Assets 296,654.57 291,025.67 770,529.46 789,197.34

EQUITY AND LIABILITIES

Eguitx

(8) Equity Share capital 740.32 740.32 740.32 740.32

(b) Other Equity 80,722.03 78,826.86 (212,984.36) (177,495.81)

Less: Profit or Loss from Associates -
-

~
-

Sub-total Other Equity 81,462.36 79,567.19 (212,244.04) (176,755.49)

Non Controlling Interest -
— (4,648.58) (806.13)

Sub-total Equity 81,462.36 79,567.19 (216,892.62) (177,561.62)

,
LIABILIT‘ES

< .>
1 Nomcurrent liabilities

i

\
'

(a) Financial Liabilities

[i] Borrowings 2,791.42 4,558.60 312,341.35 451,636.11

(ii) Trade payables 8,167.38 8,250.99 8,256.36 8,318.19

(iii) Other financial liabilities 6,457.71 8,044.18 759.76 1,643.69

(b) Provisions 173.83 175.56 12,281.87 9,350.54

(c) Deferred-tax liabilities (Net)
-

-
-

- 5.03 5.03

(d) Other non-current liabilities 9,714.99 21,946.87 7,459.52 9,545.05

Sub-total Non-current liabilities 27,305.33 42,976.21 341,103.89 480,498.61

2 Current liabilities

(a) Financial Liabilities

(i) Borrowings 65,672.57 57,893.74 263,408.56 153,350.39

(ii) Trade payabies 48,895.96 40,026.97 65,705.91 56,897.02

(iii) Other financial liabilities 13,228.17 11,084.29 211,250.01 171,974.59

(b) Other current liabilities 41,614.59 48,711.57 70,502.51 74,096.86

(0] Provisions

V

4,762.92 4,758.21 21,734.48 23,929.96

(d) Current tax liabilities (net) 13,712.67 6,007.48 13,716.72 6,011.53

Sub-total Current liabilities 187,886.88 168,482.27 646,318.19 486,260.35

Total Liabilities 215,192.21 21 1,458.48 987,422.08 966,758.97

Total Equity and Liabilities 296,654.57
‘

770,529.46 789,197.34
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STATEMENT OF SYANDALONE AUDITED HNANCIAl RESULTS FOR THE QUAR1ER AND YEAR ENDED MARCH 31, 2019 AND CONSOLIDAIED AUDI1EDHNANCIAL

RESUUS FOR YHE YEAR ENDED MARCH 31, 2019

.; *4

(Rs, In lukhs)

Slandalone ConsolidaIed

:10 P0111CU1GIS
Gunner ended Year ended Year ended

31.03.2019 31.12.2013 31.03.2018 31,03,2019 31.03.2018 31.03.2019 31.03.2018

AudiIed Undvdned Audited Audiled Audiled Audlted Audned

I Revenue Irom Operolions 18,963.66 17,066.99 22,025.17 66,944.33 66,393.34 94,244.01 103,546.55

1| OIher Income 189,77 707,21 1,722.02 1,540.56 2,211.28 4,074.00 4,820.25

111 Total Income (1111) 19,153.43 17,774.20 23,747.19 68,484.39 68,604.62 98,318.01 108,366.80

IV Expenses:

(0) Cost of Materials Consumed 18,538.60 16,516.08 16,445.65 58,666.41 47,401.29 71,345,13 71,154.82

(1)) Changes in Inventory of finished goods,WorI<—

in-
A

- 224.03 A (337.40) 3,489.78 (3,753.17)

Progress and stock-inJrade

(c) Employee benefits expense 758.90 690.41 880.97 3,000.88 4,457.49 4,519.33 4,505.99

(d) Other expenses 2,319.46 357.73 3,774.62 4,395.45 4,945.57 7,153.31 29,087.26

(9) Financial C0515 (4,193.16) 736.06 3,199.80 2,252.53 9,313.06 27,904.87 83,477,19

(f) Depreciation and amortisation expense 200.92 190.13 (67.27) 77131 1,744.13 22,420.08 24,876.77

10101 Expenses 17,624.72 13,490.41 24,457.79 69,086.58 67,524.14 138,832.50 209,348.86

"

v [WM/(ms)
“1°” EXCEP'R’M' "ems and 1‘“ (”1‘

1,523.71 (71.5.21) (710.60) (601.69) 1,080.48 (411,514.41) (100,982.06)

K ' ’

v1 ExcepIIonal Items
A —

.
-

-
.

A

V11 From/(loss) Betore Tax (V-Vl) 1,528.71 (716,21) (710.60) (601.69) 1,080.48 (40,514.49) (100,982.06)

V111 Iax Expense

a) Current Tax
A

- 1,535.01 . 2,200.55 - (1,937.22)

b) Adjustments relaiing to earlier years
-

-
-

A
-

~
-

c) Deferred Tox (1,660.72) (312.53) (2,431.46) [2,462.40] (2,431.46)
'

(2,452.40) (2,431.46)

10101 Tax (u+b) (1,660.72) (312.53) (896.45) (2,462.40) (230.91) (2,462.40) (4,368.68)

IX ProtiI/(Loss)1ron1 continuing operailons (V11-VIII) 3,189.43 (403.68) 185.85 1,860.71 1,311.39 (38,052.09) (96,613.38)

X Prom/(loss) Irom discontinued operaiions
- - -

A

XI Tax Expense oI disconIInued operaIIons
- -

A . .
.

.

Profit/(loss) Irom disconlinued operailons aIIer
X11

. . .
.

10x (X-XI)

X111 Flam/1.05: ior Ihe perlod (IX+XII) 3,189.43 (403.68) 185.85 1,860.71 1,311.39 (38,052.09) (96,613,38)

Attributable Io:

_ Share Holders of ihe Parent Company
-

. - - - (34,389.06) (86,583.65)

- Non Controlling Interest
-

. - -
- (3,663.03) (10,029.72)

XIV other Comprehensive Income (mi 01 tax)

A) Items that will noI be reclassified to profit or loss

UJRe—meosurement gains/(losses) on defined

benefit plans

11) 'Share of Other Comprehensive Income

transferred 10 Non Controlling Interesf

(11) Income tax relaiing to these items -
A

_
.

.
.

,

34.45 - 28.19 34,45 28.19 107.91 406.51

-
~

A
-

- 13.05 54.79

B) (1) Items that will be reclassified to profit or loss -
A

-
.

,
.

.

[11) lncometox relating 10 these items ~
A

-
.

.
.

.

10101 OIher Comprehensive Incomemet 01 (ex 34.45 - 28,19 34.45 23.19 94,85 351.72

Attributable to:

- Share Holders of1he-Paren1 Company »

-
-

.
.

.
.

,
.

. Non Controlling Inieresl
-

.
A

.
.

.
.

XV Total Comprehensive Income (X111+X1V) 3,223.88 (403.68) 214.04 1,895.16 1,339.58 (34,294.21) (86,231.94)

Attributable 1o:

. Share Holders of the Pareni Company
A

-
,

-
- (34,294.21) [86,231.94]

— Non Controlling Interest

Paid -

up Equity Share Capital (Face value 0195.1/

per share)

Earning pershore (of Rs.1/- each) (not annuolised)

XVI 737.95 737.95

,

737.95 737.95 737,95 737.95 737,95

XVII . . .

(for continuing operations)
,

- 8051C and Diluied 4.32 (0.55) 0,25 2.52 1.78 (46.60) (117.33)

XVII
Earning pershare (of Rs.l/— each) (1101 annuaiised)

(for discontinued operations)
~ Basic and Diluted

,
A

-
~

.
-

A

Earning per share (of Rs.1/A each) (n01

XIX annualised) (for discontinued and continuing

operations)
- Basic and Diluted

[46.60) (117.33)
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ended March 31, 2019
’

f
T“

,.
. q

Rs. in Lakhs

Particulars
Year ended

31 March. 2019

Year ended

31 March. 2018

Cash flow from operating activities

Profit] (loss) before income tax (601.68) 1,080.48

Adjustments for:

Depreciation and amortisation expense
771.31 1,744.13

Dividend and interest income classified as investing cash flows (77 .15) (179.43)

Finance costs 2,252.53 ”9,313.06

Change in operating assets and liabilities

(Increase) /decrease in trade receivables (6,121.48) (3,500.62)

(Increase) decrease in inventories 211.91 (555.02)

(Increase) [decrease in other financial assets (3,496.37) (6,290.12)

(Increase)/ decrease in other current and non-current assets (358.30) (4,172.62)

(Increase) decrease in other bank balances 18.35 260.40

Increase/(decrease) in Loans (8.38) 1,439.10

Increase] (decrease) in trade payables 8,785.39 (1,357.53)

Increase/(decrease) in other financial liabilities 8,262.58 (5,369.04)

Increase / (decrease) in other current and non-current liabilities (19,291.42) 12,077.70

Increase/(decrease) in Non current Investments 5,616.00
-

Cash generated from operations (4,036.74) 4,490.49

Income taxes paid
-

»

Net cash inflow from operating activities (4,036.74) 4,490.49

Cash flows from investing activities

Payments for property, plant and equipment (533.03) (1,413.02)

Payments for purchase of investments
—

—

Dividend paid
. (88.82)

Interest received
77.15 179.43

Net cash outflow from investing activities (455.87) (1,322.41

Cash flows from financing activities

Proceeds/(Repayment) of long term borrowings (1,767.19) 2,093.37

Proceeds from short term borrowings (net) 7,778.83 4,104.33

Interest paid (2,252.53) (9,313.06

Net cash outflow from financing activities 3,759.11 (3,115.36

Net increase/(decrease) in cash and cash equivalents (733.51) 52.72

Cash and cash equivalents at the beginning of the financial year 1,799.32 1,746.59

Cash and cash equivalents at end of the year 1,065.81 1,799.32

Reconciliation of cash and cash equivalents as per the cash flow

statement
31 March, 2019 31 Match, 2017

Cash and cash equivalents as per above comprise of the following:

Cash and cash equivalents 1,065.81 1,799.32

Balances per statement of cash flows 1,065.81 1,799.32



MADHUCON PROJECTS LIMITED

Consolidated Cash Flow Statement
for the Year endedgVIarch 31, 2019

7 ,4";

Rs. 1n Lakhs

Year ended

March31 , 2019

Year ended

March 31, 2018

,,LE§,S,13 11911.49!!! operating activities
,

”W,
m,

(Loss) / Profit before tax
7 7

7 (40,514.43) (1.00,982.07)

77Adjustments for: 777777

7
777

7

Depreciation and amortisation expense 227,420.08 2487677

Dividend Income (32.70)
7 77

(1- 51)

Interest Income 7777777
7

(1474.05) (2574.746)

Receivables / Advances Written Off
7

-

-

(Profit) /717.073757 on saleogéssets 7
77

77
7 7(113.076)7 777

77 (71 13-06)

Foreign Exchange (Gain) / Loss
7 7

7
7 7-77777 7

77
777-77777

Finance costs 27,904.87 83,477.19

7 7

50,035.14 107,984.93

OperatingProfit Before Working Capital Changes 9,520.65 7,002.86

Change in Working Capital
77 7

7
7

(Increase) /decreasein Trade Receivables (5751.43 7720 34777€734

7(Increase)/d7ecrease7LInventories 3,714.17 (3,472.1747)

7(l7ncrease)/decreasein Other Financial Assets 4,254.50 (24,650.05)

77777

(Increase)/decreasein Other Current and NonCurrent Assets7 77874757757037) 77 7

77 777172.47‘flfl47

,,1,n9rease/ (51216386) in 29925, ,

7

(4.30)
_

(1.483189)

Increase/ (decrease) in Trade Payables 8,747.02 (3,010.95)

Increase/(decrease) in Other Financial Liabilities
777

(1,280.33)
7

22.54295

Increase/(decrease) in Other Current and Non—Current Liabilities 61413-22
7 7

271357577277

Cash generated from7ogerations 22,358.48 57,080.83

77

Income taxes paid 3,353.45 5.46

7

Net cash from operating activities 19,005.03 57,075.37

B Cash flows from investing activities 7

7 7 7

Purchase of Property, Plant and Equipment including CWIP (797.55) (27,306.80)

Proceeds from Sale of Property, Plant and Equipment (17.10) 1,505.77

Pulchase of Investments
-

7

»

7 7
(Inc1eas7e7)7 /7decreasein other bank balances

7
7

967183
7 7

735888

. 77Di7vidend Received 77777
7 7 7

7

73772.70 77 71. 751

_

’ Interest Received 144.05 254.46

Net cash 71.1737ed in investing activities 77

329.93 (186.18)

70 Cash flows 171767717117financing activities 7 77
777

77 77 7
77777777

Proceeds/((Repayment) of long term borrowings (102,542.34) 7 7
1707,826. 517

Proceeds from short term borrowings (net) 110,058.18 713,811.80

Dividendpaid 777
7 7 7777 —

7

'

~

lnteiest paid
7

77 7

(27,904.87) (83,477.19)

Net cash7usedin finaneing activities 7

(20,389.03) (58,838.88)

7

Net increase/(decrease) in cash and cash equivalents 7

(1,054.07) (1,949.69)

Cashand cash egniyalents at the beginning of the financial year7 7

439865 61348-35

Cash andoasheqnivaientgaiegd ofthe year 3,344.58 4,398.66

Reconeiliation of cash and cash equivalents as per with the 3,344.58 4,398.66

Cash and cash equivalents at end of the year 3,344.58 4,398.66



;r

Notes:

1. The above results have been reviewed by the Audit Committee at its Meeting held on 28m May, 2019,

and approved by the Board of Directors of the Company at its meeting held on 28'h May, 2019.

2. The Figures for the quarter ended March 31, 2019 and March 31, 2018 are the Balancing Figures

between the Audited Figures of Full Financial Year ended March 31, 2019 and March 31, 2018

respectively.

3. The Figures of the previous period have been re-arranged/regrouped wherever necessary.

By the order of the Board

For Madhucon Projects Limited

. alah’ I

Managing Director

DIN: 00784491

Date: 28.05.2019

Place: Hyderabad
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Auditor's Report on Standalone Quarterly Financial Results and Year to Date

Financial Results of NI/s. lVladhucon Projects Limited pursuant to the Regulation 33

of the 513151 (Listing Obligations and Disclosures Requirements) Regulations, 2015.

To

The Board of Directors

M/S. MADl—IUCON PROJECTS LIMITED

‘. ‘93

We have audited the standalone quarterly financial results of M/s. Madhucon Projects Limited for

the quarter ended March 31, 2019 and to the year to date financial results for the year ended March

31, 2019, attached herewith, being submitted by the Company pursuant to the requirement of

Regulation 33 of the SEBI (Lisling Obligation and Disclosure Requirements) Regulations, 2015,

except for the disclosures regarding Public Sluircholding‘ and ’Promolvr and Promoter Group

Shareholding’ which have been traced from disclosures made by the nmnagemenl and have not

been audited by us The quarterly financial results are the derived figures between the audited

figures in respect of the year ended March 3i, 2019(1an [he published venrelo-dnte figures up to

December 31, 2018, being the date of the end Of the third quarter nl' llli’ current lingmcizil year, which

were subject to limited review, The Standalone financial results tor the quarter ended March 3'1, 2019

have been prepared on the basis of the annual standalone IND AS financial Statements for the nine-

month period ended December 31, 2018, the Standalone audited annual financial statements as at

and for the year ended March 31, 2019, and the relevant requirement of Regulation 33 of the 513131

(Listing Obligation 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 Slandalone financial results based on our review of

the financial results {or the nine-month period cndcd December 31, 2018 which was prepared in

accordance with applicable Ind AS and other recognised accounting policies laid down in lnd AS 34,

Interim Financial Reporting, specified under section 133 of the act, read with relevant rules issued

there under and other accounting principles generally accepted in India and our audit of the annual

financial statements as at and for the year ended March 31, 2019; and the relevant requirement of

Regulation 33 of the SEBI (Listing Obligation and Disclosure Requirements) Regulations, 2015.

These Standalone financial results have been prepared on the basis of Ind AS financial statements

and reviewed quarterly financial results up to the end of the third quarter, which are the

responsibility of Companies Management. Our responsibility is to express an opinion on these

Standalone financial results based on our Audit of such annual lnd AS Financial statements, which

has been prepared in accordance with the recognised and measurements principles laid down in

Indian Accounting Standards, prescribed under section 133 of the Companies Act, 2013 and the

relevant requirement of Regulation 33 of the SEBl (Listing Obligation and Disclosure Requirements)

Regulations, 2013



3‘ 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. 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 opinion.

4. In our opinion and to the best of our information and according to the explanations given to us,

these standalone quarterly financial results as well as the year to date standalone financial results:

(i) are presented in accordance with the requirements of Regulation 33 of the SEBKListing

Obligations and Disclosures Requirements) Regulations, 2015in this regard; and

(ii) Give a true and fair view of the total comprehensive income and other financial

information for the quarter ended March 31, 2019 as well as the year to date results for the

period from April '1, 2018 to March 3’], 2019‘

5. Qualified Opinion:

a. Note N02, to the financial results, in relation to carrying value of investments held in and

unsecured loans and advances given by the company to its subsidiaries listed in that note,

which have been incurring losses and in some of these companies, net worth was fully or

substantially eroded, Taking into account the management internal assessment and

initiatives to be implemented to improve the profitability in the medium to long term, the

management of the company is of the View that carrying value of investments and loans

and advances are realizable at the value stated in the books. in the absence of fair valuation

of these investments, we are unable to comment upon the carrying value made thus, we are

unable to comment whether any provision for impairment in the value of advances is

required.

b, Note No. 3, to the financial results, in relation to the Madhucon Mega Mall Private Limited

(MMMPL) a subsidiary of the company incorporated for developing shopping mall cum

multiplex on leased land taken from Andhra Pradesh housing Board ( Now known as

Telangana housing Board) (”The Board”) at Kukatpally in Hyderabad. The board issued

letter for revoking the power of attorney and resumption of land. The company got a status

Quo order from Court and the'case is pending in the Court. Taking into Account the

Constitution of and visit made by Cabinet Sub Committee of Telangana Government,

hrlanagement internal Assessment and Legal Opinion Obtained, Management of the

Company is confident in Succeeding the case and Carrying values of Investments in and

Loans Sanctioned to MMMPL and realizable at the Values Stated in the Books of Accounts.

According to the Books of Accounts and Information and Explanations given to us, the

Investment and Balance of Loan as at March 3151, 2019 was Rs 3500 Lakhs and Rs 13481

Lakhs respectively.
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Note No. 4 to the Financial Results indicate that the outstanding Loans and Advances

which were granted to Nama Investments Limited and NNR Infra Investments Private

Limited in which the Company’s Directors have Interest are realizable at the Carrying

Values in the Books of Accounts though both these Companies have been incurring Losses

and Accumulated Losses exceeded the Net Worth of these Companies for the reasons

stated in that Notex'ii'rcwr'tiing to the Books of Accounts and Information and Explanations

given to us, the Closing Balances as at March Bist, 2019 with respect to Nama Investments

Limited and NNR Investments Limited are Rs 4189.97 Lakhs and Rs 512.19 Lakhs

respectively. The company has not recognized interest income for the same during current

financial year. These advances, having regard to financial position of such subsidiary

companies and age of such advances, in our opinion, are doubtful OI recovery, The

management is yet to assess the change in risk of default and resultant expected credit loss

allowance on such loans and advances,

The company has not complied with the provisions of section 124(5) of the Companies Act,

2013 regarding the remittance of unpaid dividend of Financial Year 200809 amounting to

Rs. 2,lo,()49 and Financial Year 2009—10 Rs. 2,45,028/~ to Investor Education and Protection

Fund (IEPF) within the stipulated period.

Note No. 5 to the Financial Results, The Company has defaulted in repayment of dues to Banks

for the year ended 3lst March, 2019. All the loans outstanding were classified as NPA by the

Banks. The Company has not provided for interest amounting to Rs. 73.64 Crores (excluding penal

interest, if any) for the Year ended 3151 March, 2019 on its Loans. The loss of the Company has been

understated by Rs,73.64 Crores for the year ended 3lst March, 2019 in View of non»provision of

Interest amount.

Note No. 6 to the Financial Results, In respect of non-availability of confirmations Trade

Payables and various advances/borrowings. In the absence of alternative corroborative

evidence, we are unable to comment on the extent to which such balances are recoverable.

The Company is not regular in payment of undisputed statutory dues towards TDS,

Provident Fund, Professional Tax and Goods and Service Tax for the year ended 315l

March, 2019.

For I’. Murali& Co,

Chartered Accountants,

FRN N01007257S

%k\,z 0!

it Hyderabad 2*

A Krishna Rao

Partner

M.N0:020085

g

9/ <5
"0, ts

, 00 Ace“

Place: Hyderabad
Date: 28.05.2019
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Auditor's Report on Consolidated Financial Results of IVI/s. lVIadhucon

Projects Limited pursuant to the Regulation 33 of the SEBI (Listing Obligations

and Disclosures Requirements) Regulations, 2015.
'

TO

"1:;

The Board of Directors

lVI/S. MADHUCON PROJECTS LIMITED

1. We have audited the accompanying statement of consolidated financial results (the

statement) of M/S NIADHUCON PROJECTS LINIITED ('the Company') and its

subsidiaries and Associate (the Company and its subsidiaries and Associates together

referred to as, ’the Group’) for the year ended March 31, 2019, attached herewith, being

submitted by the Company pursuant to the requirement of Regulation 33 of the SEBI

(Listing Obligations and Disclosure Requirements) Regulations, 2015, read with SEBl

Circular No. ClR/ CFD/ FAC/ 62/ 2016 dated July 5, 2016.

This Statement which is the responsibility of the Company’s management and have

been approved by the Board of Directors of the Company, has been compiled from

related consolidated financial statements which have been prepared in accordance

with lndian Accounting Standards specified under Section 133 of the Companies Act

2013 read with relevant rules issued there under and other accounting principles

generally accepted in India; Our responsibility is to express an opinion on the

consolidated Ind AS financial statements as at and for the year ended March 31, 2019;

and the relevant requirements of Regulation 33 0f the 313131 (Listing Obligations and

Disclosure Requirements) Regulations, 2015, read with SEBl Circular No. ClR/CFD/

FAC/ 62/ 2016 dated Iuly 5, 2016.

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. 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 opinion.

3, In our opinion and to the best of our information and according to the explanations given to us

and based on the consideration of the reports of the other auditors on subsidiaries and step

down subsidiaries of the Group referred to in below Paragraph 5 and except for the possible

effects of the matters described in below paragraphs 5 & 6, the year to date consolidated

financial statement:

i) Includes the results of the entities listed in Annexure,



ii) Are presented in accordance with the requirements of regulation 33 of SEBI (Listing

ObligatiOns and Disclosure Requirements) Regulations, 2015 as modified by circular no.

CIR/CFD/ FAC/ 62/2016 dated July 5,2016 in this regard; and

iii) Give a true and fair View in conformity with the aforesaid Indian Accounting standards and

other accounting principles generally accepted in India of the consolidated loss and total

comprehensive income and other financial information of the group for the year ended

March 31, 2019.

Other h/Iatter Paragraph:

We did not audit the financial statement and other financial information of nine subsidiaries

included in the statement, whose financial statements together comprise total assets of

Rs. 4, 48,240 Lakhs as at March 31, 2019, Total Revenue of Rs, 24,720 Lakhs, Total Loss of

Rs.2’l'188 Lakhs and the Total Comprehensive Income of Rs. 2'l,188 Lakhs for the year then

ended. The financial statements and other financial information including comparative figures

of the earlier years of these subsidiaries have been audited by other auditors whose reports have

been furnished to us by the Management, and our audit opinion in the consolidated financial

results, to the extent they have been derived from such financial statement is solely based on the

reports of the other auditors.

Our opinion on the statement is not modified in respect of the above matters with respect to our

reliance on the work done and the reports of the other auditors.

The independent auditors of certain subsidiaries have qualified their audit report on the

financial statements for the year ended March 31,2019 reproduced by us here under:

a. Note No.2, to the financial results, in relation to carrying value of investments held

in and unsecured loans and advances given by the company to its subsidiaries

listed in that note, which have been incurring losses and in some of these

companies, net worth was fully or substantially eroded. Taking into account the

management internal assessment and initiatives to be implemented to improve the

profitability in the medium to long term, the management of the company is of the

View that carrying value of investments and loans and advances are realizable at

the value stated in the books, In the absence of fair valuation of these investments,

we are unable to comment upon the carrying value made thus, we are unable to

comment whether any provision for impairment in the value of advances is

required.

b. Note No. 3, to the financial results, in relation to the Madhucon Mega Mall Private

Limited (MMMI’L) a subsidiary of the company incorporated for developing

shopping mall cum multiplex on leased land taken from Andhra Pradesh housing

Board ( Now known as Telangana housing Board) (”The Board") at Kukatpally in

Hyderabad. The board issued letter for revoking the power of attorney and

T“

‘ impany got a status Quo order from Court and the case is

‘

mg into Account the Constitution of and visit made by
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Cabinet Sub Committee of Telangana Government, Management Internal

Assessment and Legal Opinion Obtained, Management of the Company is

confident in Succeeding the case and Carrying values of Investmens in and Loans

Sanctioned to MNIMPL and realizable at the Values Stated in the Books of

Accounts. Accoudingito the Books of Accounts and Information and Explanations

given to us, the Investment and Balance of Loan as at March Slst, 2019 was Rs 3500

Lakhs and Rs 13481 Lakhs respectively.

Note No. 4 to the Financial Results indicate that the outstanding Loans and

Advances which were granted to Nama Investments Limited and NNR Infra

Investments Private Limited in which the Company's Directors have Interest are

realizable at the Carrying Values in the Books of Accounts though both these

Companies have been incurring Losses and Accumulated Losses exceeded the Net

Worth of these Companies for the reasons stated in that Note. According to the

Books of Accounts and Information and Explanations given to us, the Closing

Balances as at March 31st, 2019 with respect to Nama Investments Limited and

NNR Investments Limited are Rs 4189.97 Lakhs and Rs 511.98 Lakhs respectively

The company has not recognized interest income for the Same during current

financial yeari These advances, having regard to financial position of such

subsidiary companies and age of such advances, in our Opinion, are doubtful of

recovery. The management is ‘yet to assess the change in risk of default and resultant

expected credit loss allowance on such loans and advances.

The company has not complied with the provisions of section 124(5) of the

Companies Act, 2013 regarding the remittance of unpaid dividend of Financial Year

2008—09 amounting to Rs. 2,16,049 and Financial Year 2009—10 Rs 2,45,028/— to

Investor Education and Protection Fund (IEPF) within the stipulated period.

Note No. 5 to the Financial Results, The Company has defaulted in repayment of dues

to Banks for the year ended 31st March, 2019. All the loans outstanding were classified as

NPA by the Banks. The Company has not provided for interest amounting to Rs 73.64

Crores (excluding penal interest, if any) for the Year ended 31’“ March, 2019 on its Loans.

The loss of the Company has been understated by 115173.64 Crores for the year ended Blst

March, 2019 in View of non-provision of Interest amount.

Note No. 6 to the Financial Results, In respect of non-availability of Confirmations

Trade Payables and various advances/borrowings. In the absence of alternative

corroborative evidence, we are unable to comment on the extent to which such

balances are recoverable.

The Company is not regular in payment of undisputed statutory dues towards

TDS, Provident Fund‘, Professional Tax and Goods and Service Tax for the year

ended 3131 March, 2019.
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h. Note No. 7 to the Financial Results, Simhapuri Energy Limited, which is a step down

subsidiary to the company, has defaulted in repayment of dues to Banks and Financial

Institutions for theyear ended 3lst March, 2019. All the loans outstanding were classified

as NPA by the Banks and Financial Institutions. The Company has not provided for

interest amounting to Rs.398.22 Crores (excluding penal interest, if any) for the Year

ended 315‘ March, 2019 on its Term Loans and Working Capital Loans. The loss of the

Simhapuri Energy Ltd has been understated by 115398.22 Crores for the year ended Slst

March, 2019 in View of non—provision of Interest amount.

i. Madhucon infra Limited, which is a subsidiary to the company, has defaulted in

repayment of dues to Banks and Financial institutions for the year ended 3151L March,

2019. All the loans outstanding were classified as NPA by the Banks and Financial

Institutions. The Company has not provided for interest amounting to Rs. 1.89 Crores

(excluding penal interest, if any) for the Year ended 315l March, 2019 on its Term Loans.

And it has not made provision for interest amounting to Rs. 19.8 Crores in respect of 12%

fully Convertible Debentures. The loss of the Company has been understated by Rs.21.69

Crores for the year ended Slst March, 2019 in view of non—provision of Interest amount on

loans & debentures.

6, Without qualifying our report we draw attention to:

a. Note No. 8 to the financial results, ”Rajauli~Bal<thiyarpur Expressways Limited (’RBEL’),

which is a step—down subsidiary to the Company, we draw attention to project of the

company has been foreclosed with the mutual consent, therefore, going concern is not

appropriate and financial statements have been drawn accordingly. As the project of the

company has been foreclosed with the mutual consent, cost incurred on the project up-to

31st March, 2018 Rs 8, 15, 39,853/— instead of writing-off, has been accounted as claims

receivable under the head, ”other current Assets” which is in contravention of the

provisions of Indian accounting standard Ind AS 37 (provisions, contingent Liabilities and

contingent Assets) claims being contingent asset in nature. This has resulted in over-

statement of current Assets by R38, 15, 39,853/‘ and understatement of cumulative loss by

the same amount.

b. i) Note No 9 to the Financial Results, "Barasat-Krishnagar Expressways Limited (’BKEL’),

which is a step-down subsidiary to the Company, ‘The construction work is delayed due

to pending approvals and right of way to be provided by NHAI. The company had issued

notice for termination of the project to NHAI on 3lst December, 2015. The company and

NHA] entered into a supplementary Agreement to the concession Agreement dated 20th

June, 2011' on 2nd May, 2016 for inclusion of the clause of 'society for Affordable

“e, (SAROD) committee for arbitration. NHAl had also issued notice
Redressal of D‘v

'

1%) wroject vide its letter dated 3rd May, 2016 and the company had



replied that the notice is not valid. Both company and NHAl appointed arbitrators. The

Arbitration proceeding are in progress with SAROD.

ii) As the borrowings from secured lenders have been declared as Non—performing asset

by the lender, interest on related borrowings have not been accounted for.

cl Note No. 10 to the Financial Results, "Vijayawada~Machilipatnam Expressways Limited

(VMEL), which is a step~down subsidiary to the Company, was incorporated under the

Companies Act, 1956, on the 28th Day of November, 2011 as a Special Purpose Vehicle for

undertaking the work of Four Lining of Vijayawada-Machilipatnam Section of NH—9 from

Km.0.000 to Km.63.800 in the State of Andhra Pradesh on Design, Build, Finance, Operate,

Maintain and Transfer ~DBFOT(Toll) Basis, under NHDP Phase III . This project was

awarded by National Highway Authority of India (NHAI). The Company was to hand

over the Project Highway to NHAI on the expiry of the Concession Period of 20 years.

Later the agreement for the said project was terminated by NHAI. NHAI has not provided

80% of the Land.

In view of the above an amount of Rs 33, 71,207/— instead of writing—off, has been

accounted as Claims receivable under the head "Other Current Assets" which is in

contravention of the provisions of Indian accounting standard lnd AS 37 (provisions,

Contingent Liabilities and Contingent Assets) claims being contingent asset in nature. This

has resulted in over-statement of Current Assets by Rs.33, 71,207 and understatement of

cumulative loss by the same amount. However NHAl has terminated the contract. The

Company is not confident of discharging it’s liabilities in the normal course of business

from the available funds. The company referred the matter with Society for Affordable

Redressal of Disputes (SAROD) and got award in its favour. The NHAI has filed appeal

with the Honourable High Court of Delhi against the award. However, the claim is not yet

received so far

In our opinion, the termination of the Concession Agreement and pending receipt and

final approval/ Settlement of the claim by the company till date indicate the existence of

material uncertainty that cast significant doubt about the Company‘s ability to continue as

a going concern

d. Note No. 11 to the Financial Results, Madurai Tuticorin Expressways Limited (MTEL),

which is a subsidiary to the Company, has taken loans from different financial

institutions. Now those loans became NPAs. As per RBI guidelines, interest on such loans

need to be recognized on cash basis and not on accrual basis. Hence, interest has not been

recognized for part of the year on both long term and short term portions of loans.

e, ”Chhapra— l-lajipur Expressways Limited (CHEL), which is a step— down subsidiary to the

Company, was incorporated under the Companies Act, 1956, on the 02nd Day of June,

2010 as a Special Purpose Vehicle for design, build, operate, finance and transfer of 4

lining of Chhapra- Hajipur section of NH—‘l9 from Kilometres 143,200 to kilometres

207.200 in the st I

'

ir on annuity basis for a Concession Period of 15 years (25 years
‘

9n 12.5 years of operating period). The contract was awarded by
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Ni‘lAl. The company shall hand over project to the NHAI on expiry of concession period.

The concession agreement, on execution, will entitle the company to take a fixed sum of

annuity for every 6 months, in arrears, starting from the date of Commencement of

commercial operations (COD) from NHAl. The construction work is in Progress.

Note No. 11 to the Financial Results, Trichy Thanjavur Expressways Limited (TTEL),

which is a step- down subsidiary to the Company, has taken loans from different

financial institutions. Now those loans became NPAs. As per RBI guidelines, interest on

such loans need to be recognized on cash basis and not on accrual basis Hence, interest

has not been recognized for part of the year on both term and short term portions of loans.

Note No. 12 to the Financial Results, TN (DK) Expressways Limited (TNDK), which is a

step- down subsidiary to the company, has taken loans from different financial

institutions. Now those loans became NPAs. As per RBI guidelines, interest on such loans

need to be recognized on cash basis and not on accrual basis. Hence, interest has not been

recognized for part of the year on both long term and short term portions of loans.

Note No, 13 to the Financial Results, Ranchi Expressways Limited (REL), which is a

step down subsidiary to the company, was incorporated under the companies Act, 1956,

on 2nd Day of June, 2010 as a Special Purpose Vehicle for Design, Build, Operate, Finance

and Transfer of 4 lining of Ranchi~Rangoan~Iamshedpur section of NH—33 from KM 114.00

to Km 277 .500 in the state of Jharkhand on annuity basis for a concession period of 15

years .This contract was awarded by NHAI. The company shall hand over the Project

Highway to NHAI on expiry of concession period. The company has achieved physical

progress of 50.24% and approached NHAI for one Time Fund infusion (OTFl) for

completion of the remaining stretch. NHAI has initially sanctioned an amount of R5223

Crores as One Time Fund infusion and subsequently NHAI has gone back by cancelling

the already sanction OTFl amount of Rs.223 Crores. Lenders and the company have

preferred one Time Settlement (OTS) with N HA1 for the works already completed, While

negotiations are going on for OTS proposal, NHAI has terminated the concession

Agreement on 30/ 01/2019 without following the termination procedure laid down in the

Concession"Agreement and called for tenders from public to complete the balance work

on EPC basis. Since project got terminated, Lenders are seeking for one Time settlement

Company and Lenders agreed and requested the NHAI to refer the matter to conciliation

committee of independent Engineers The NHAI had given the consent for referring the

matter of CClE vide its letter dated 18—04-2019, The Company has submitted the claim

with NHAl. The proceedings of CCIE will Commence soon. Cost incurred on the project

up—to 31st March, 2019 Rs. 1295,09,49,755/- instead of writing~of has been accounted as

claims receivable under the head ”other current Assets" which is in contravention of the

provisions of Indian accounting standard 1nd AS 37 (Provisions, contingent Liabilities and

Contingent Assets) claims being contingent asset in nature. This has resulted in oven

5“ by 125.1295, 09, 49,765/‘and understatement of cumulative
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i. Madhucon Properties limited, which is an Associate to the Company, the accumulated

loses completely eroded the Net worth of the company. The Company has suffered

recurring Losses. The accounts of the company have been prepared on the basis of going,

concern assumption. However, the eroded Not worth will significantly affects the

company’s abilityin continue as a going concern unless it raises capital in order to fund its

operations.

Our Opinion is not modified in respect of these matters.

For P. Murali& Co,

Chartered Accountants,

Partner

M.No:020085

Place: Hyderabad
Date: 28.05.2019
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Subsidiaries

Madhucon Infra Limited
‘

' ‘-

Madurai Tuticorin Bxpressways Limited

Madhucon Mega mall Pvt Ltd

- Nama Hotels Pvt Ltd

Madhucon Heights Pvt Ltd

Step Down Subsidiaries

TN (DK) Expressways Ltd

Trichy Tanjavur Expressways Ltd

Chhapra hajipur Expressways Ltd

Barasa Krishnagar Expressways Ltd

Ranchi expressways Ltd

Simhapuri energy Ltd

Madhucon Toll Highways Ltd

Vijayawada—Machilipamam Limited

Rajauli Bakthiyapur Expressways Limited

PT Madhucon Indonesia

Associates

Madhucon Properties Limited
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ANNEXURE —I

Statement on Impact of Audit Qualification (For audit report with modified opinion)

submitted along-with Annual Audited Financial Results — (MPL Standalone)

(Rupees in LII/([13)

Statement on Impact of Audit Qualification for Financial vear ended March 31. 2019

[See Regulation 33/52 of the SEBI (LODR)(Amendment) Regulations, 2016}

I. S]. No. Particulars Audited figures (As Audited figures

reported before (Audited Figures

adjusting for after adjusting for

qualifications) qualifications)

1. Turnover/ Total Income 68,484.89 Not Ascenainable

2. Total Expenditure 66,5 89.73 Not Ascenainable

3. Net Profit/ Loss 1,895.16 Not Ascertainable

4. Earnings per shares
‘

2.52 Not Ascertainable

5. Total Assets 296,654.57 Not Ascertainable

6. Total Liabilities 215,192.21 Not Asceitainable

7. Net Worth 81,462.36 Not Ascertainable

8. Any other Financial Item(s) (as felt ----------

appropriate by the management)

M.



Audit Qualification (Each audit Qualification Separately)

(MPI. Standalone)

a. Details of Audit Qualifications

To the financial results, in relation to carrying value of investments held in and unsecured loans

and advances given by the company to its subsidiaries listed in that note, which have_been

incurring losses and in some of these companies, net worth was fully or substantially eroded.

Taking into account the management internal assessment and initiatives to be implemented to

improve the profitability in the medium to long term, the management of the company is of

the view that carrying value of investments and loans and advances are realizable at the value

stated in the books. In the absence of fair valuation of these investments, we are unable to

comment upon the carrying value made thus, we are unable to comment whether any

provision for impairment in the value of advances is required.

To the financial results, in relation to the Madhucon Mega Mall Private Limited (MMMPL) a

subsidiary of the company incorporated for developing shopping mall cum multiplex on leased

Iana taken‘fr’oWA’rfiihra‘Pra’de’sh’hbusmg BoardioW’kndWTa’s TeiarTg’afi'hou’sm’g B‘o’aTdT
'

'

("The Board") at Kukatpally in Hyderabad. The board issued letter for revoking the power of

, attorney and resumption of land. The company got a status Quo order from Court and the case

is pending in the Court. Taking into Account the Constitution of and visit made by Cabinet Sub

Committee of Telangana Government, Management Internal Assessment and Legal Opinion

Obtained, Management of the Company is confident in Succeeding the case and Carrying

values of Investments in and Loans Sanctioned to MMMPL and realizable at the Values Stated

in the Books of Accounts.

According to the Books of Accounts and information and Explanations given to us, the

Investment and Balance of Loan as at March 3lst, 2019 was Rs 3500 Lakhs and Rs 134.81 Lakhs

respectively.

To the Financial Results indicate that the outstanding Loans and Advances which were granted

to Nama Investments Limited and NNR infra investments Private Limited in which the

CompanVs Directors have Interest are realizable at the Carrying Values in the Books of

Accounts though both these Companies have been incurring Losses and Accumulated Losses

exceeded the Net Worth of these Companies for the reasons stated in that Note. According to

the Books of Accounts and Information and Explanations given to us, the Closing Balances as at

March 3lst, 2019 with respect to Nama Investments Limited and NNR Investments Limited are

Rs 4189.97 Lakhs and Rs 511.98 Lakhs respectively. The company has not recognized interest

income for the same during current financial year. These advances, having regard to financial

position of such subsidiary companies and age of such advances, in our opinion, are doubtful of

recovery. The management is yet to assess the change in risk of default and resultant expected credit

loss allowance on such loans and advances.

To the Financial Results, The Company has defaulted in repayment of dues to Banks for the year

ended 3lst March, 2019. All the loans outstanding were classified as NPA by the Banks. The Company

has not provided for interest amounting to Rs. 73.64 Crores (excluding penal interest, if any) for the

Year ended 31“ March, 2019 on its Loans. The loss of the Company has been understated by Rs.73.64

Crores for the year ended 3lst March, 2019 in view of non-provision of Interest amount.

To the Financial Results, In respect of non-availability of confirmations Trade Payabies and

various advances/borrowings. In the absence of alternative corroborative evidence, we are

unable to comment on the extent to which such balances are recoverable.



Vi) Type of Audit Qualification: Qualified Opinion/WW Qualified Opinion

as per the report attached herewith.

vii) Frequency of Qualification: WWW/repetitiveghee—hm Repetitive

Viii) For Audit Qualification(s) Where the impact is quantified by the Auditor, Management's view:

i. The carrying value of investments held in and unsecured loans and advances given by the company to

its subsidiaries ,
which have been incurring losses and in some of these companies, net worth was fully

or substantially eroded. Taking into account the management‘s internal assessment and initiatives to

be implemented to improve the profitability in the medium to long run, the management of the

company is of the view that carrying value of the investments and loans and advances are realizable at

the value stated in the books.

II. In reiation' OAK/tadhuco’n’ivtega’mali‘i’rivatemtimited‘hviMM?tramsob'srdia’ry‘ofmthefiomipa’nw:
incorporated for developing shopping mall cum multiplex on leased land taken from Andhra Pradesh

Housing Board (now known as Telangana Housing Board) ("the Board") at Kukatpaliy in Hyderabad,

The Board issued letter for revoking the power of attorney and resumption of land. The Company got a

status quo order from court and the case is pending in that court. Taking in to account the constitution

of and recommendation made by cabinet subcommittee of Telangana Government, management

internal assessment and legal opinion obtained, Company management is confident in succeeding the

case and carrying values of investments in and loans to MMMPL are realizable at the values stated in

the books of accounts. Financials of MMMPL are prepared on going concern basis.

iii. The outstanding loans and advances which were granted to Nama Investments Limited and NNR infra

investments Private Limited in which the company‘s directors have interest are realizable at the

carrying values in the books of accounts though both these companies have been incurring losses and

accumulated losses exceeded the net worth of these companies for the reasons stated. According to

the books of accounts, the closing balance as at March 31, 2019 with respect to Nama Investments

Limited and NR investments Limited are Rs.4189.96 Lakhs and Rs.512.19 Lakhs respectively which

are recoverable.

iV. The company has put up one time settlement with the working capital banks and is working for

suitable modification. Therefore the company has not provided the interest on loans amounting to Rs.

73.64 crores. The company reversed the interest provided earlier in first two quarters of the year and

has not provided the interest for the balance two quarters of the year, subject to approval of the

shareholders in their general meeting.

V. Confirmation of balances could not be obtained as at March 31, 2019 for various trade payables,

advances, though the management has requested for the confirmation of balances. Management

believes that no material adjustments would be required in books of account upon receipt of these

confirmations.

ix) For Audit Qualificationls) where the impact is not quantified by the auditor

----------------------------------- l‘llL

‘

(i) Management’s estimation on the impact of audit qualification:

No Further financial impact is envisaged by the company other than those reported above

(ii) If Management is unable to estimate the impact ,reasons for the same:

As most of the claims submitted are under arbitral proceedings and impact of which is dependent on the

outcome of the proceedings ,management is unable to estimate the impact at this point

(ii) Auditor’s Comments on (i) or (ii) above:

-Se|f Explanatory-
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ANNEXURE —I

Statement on Impact of Audit Qualification (For audit report with modified opinion)

submitted alono-with Annual Audited Financial Results — (Consolidated Separate/v)

(Rupees in Lnklts)

Statement on Impact of Audit Qualification for Financial vear ended March 31, 2019

[See Regulation 33/52 of the SEBI (LODR)(Amendment) Regulations, 2016]
I. 81. No, Particulars Audited figures (As Audited figures

reported before (Audited Figures

adjusting for after adjusting for

qualifications) qualifications)
1. Turnover/ Total Income 98318.01 Not Ascenainable

2. Total Expenditure 132612.22 Not Ascertainable

3. Net Profit/ Loss (34294.21) Not Ascertainable

4. Earnings per shares (46.60) Not Ascertainable

5. Total Assets 770529.46 Not Ascenainable

6. Total Liabilities 982773.50 Not Ascertainable

7. Net Wonh 212244.04 Not Ascenainable

8. Any other Financial Item(s) (as felt ----------

appropriate by the management)



H Audit Qualification (Each audit Qualification Separately)
(Consolidation)

_ ,the project up:to_315t March,.2018,,Rs 8,,15,,39,853/;insteadotwtiting-offihas beenaccountedasclaimL

.accounting standard ind AS 37 (provisions, Contingent Liabilities and_ Contingent Assets) claims being

a. Details of Audit Qualifications

To the Financial Results, Simhapuri Energy Limited, which is a step down subsidiary to the company, has

defaulted in repayment of dues to Banks and Financial Institutions for the year ended Slst March, 2019.

All the loans outstanding were classified as NPA by the Banks and Financial Institutions. The Company has

not provided for Interest amounting to Rs.398.22 Crores (excluding penal interest, if any) for the Year

ended 31“ March, 2019 on its Term Loans and Working Capital Loans. The loss of the Simhapuri Energy Ltd

has been understated by Rs.398.22 Crores for the year ended 3lst March, 2019 in view of non-provision of

Interest amount. .

To the financial results, "Rajauii-Bakthiyarpur Expressways Limited (’RBEL’), which is a step-down

subsidiary to the Company, we draw attention to project of the company has been foreclosed with the

mutual consent, therefore, going concern is not appropriate and financial statements have been drawn

accordingly. As the project of the company has been foreclosed with the mutual consent, cost incurred on

receivable under the head, "other current Assets" which is in contravention of the provisions of Indian

accounting standard Ind AS 37 (provisions, contingent Liabilities and contingent Assets) claims being

contingent asset in nature. This has resulted in over-statement of current Assets by Rs.8, 15, 39,853/- and

understatement of cumulative loss by the same amount.

i) To the Financial Results, "Barasat-Krishnagar Expressways Limited ('BKEL’), which is a step<down

subsidiary to the Company, 'The construction work is delayed due to pending approvals and right of way to

be provided by NHAI. The company had issued notice for termination of the project to NHAI on Slst

December, 2015. The company and NHAI entered into a supplementary Agreement to the concession

Agreement dated 20th June, 2011‘ on 2nd May, 2016 for inclusion of the clause of ‘society for Affordable

Redressal of Disputes, (SAROD) committee for arbitration. NHAI had also issued notice for terminations of

the project vide its letter dated 3rd May, 2016 and the company had replied that the notice is not valid.

Both company and NHAI appointed arbitrators. The Arbitration proceeding are in progress with SAROD.

ii) As the borrowings from secured lenders have been declared as Non-performing asset by the lender,

interest on related borrowings have not been accounted for.

To the Financial Results, “Vijayawada—Machilipatnam Expressways Limited (VMEL), which is a step-down

subsidiary to the Company, was incorporated under the Companies Act, 1956, on the 28th Day of

November, 2011 as a Special Purpose Vehicle for undertaking the work of Four Lining of Vijayawada-

Machilipatnam Section of NH-9 from Km.0.000 to Km.63.800 in the State of Andhra Pradesh on Design,

Build, Finance, Operate, Maintain and Transfer —DBFOT(ToII) Basis, under NHDP Phase III .This project was

awarded by National Highway Authority of India (NHAI). The Company was to hand over the Project

Highway to NHAI on the expiry of the Concession Period of 20 years. Later the agreement for the said

project was terminated by NHAI. NHAI has not provided 80% of the Land.

In view of the above an amount of Rs 33, 71,207/- instead of writing-off, has been accounted as Claims

receivable under the head "Other Current Assets" which is in contravention of the provisions of lndian

contingent asset in nature. This has resulted in over-statement of Current Assets by R533, 71,207 and

understatement of cumulative loss by the same amount. However NHAI has terminated the contract. The

Company is not confident of discharging it‘s liabilities in the normal course of business from the available

funds. The company referred the matter with Society for Affordable Redressal of Disputes (SAROD) and

got award in its favour. The NHAI has filed appeal with the Honourable High Court of Delhi against the

award. However, the claim is not yet received so far.

In our opinion, the termination of the Concession Agreement and pending receipt and final approval/
Settlement of the claim by the company till date indicate the existence of material uncertainty that cast

significant doubt about the Company's ability to continue as a going concern.
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To the Financial Results, Madurai Tuticorin Expressways Limited (MTEL), which is a subsidiary to the

Company, has taken loans from different financial institutions. Now those loans became NPAs. As per RBI

guidelines, interest on such loans need to be recognized on cash basis and not on accrual basis. Hence,

interest has not been recognized for part of the year on both long term and short term portions of loans.

To the Financial Results, TN (DK) Expressways Limited (TNDK), which is a step- down subsidiary to the

company, has taken loans from different financial institutions. Now those loans became NPAs. As per RBI

guidelines, interest on such loans need to be recognized on cash basis and not on accrual basis. Hence,

interest has not been recognized for part of the year on both long term and short term portions of loans.

To the Financial Results, Ranchi Expressways Limited (REL), which is a step- down subsidiary to the

company, was incorporated under the companies Act, 1956, on 2nd Day of June, 2010 as a Special

Purpose Vehicle for Design, Build, Operate, Finance and Transfer of 4 lining of Ranchi<Rangoan-

Jamshedpur section of NH»33 from KM 114.00 to Km 277 .500 in the state of Jharkhand on annuity basis

for a concession period of 15 years .This contract was awarded by NHAI. The company shall hand over the

Project Highway to NHAI on expiry of concession period. The company has achieved physical progress of

, so.24%;:nd.approached.M‘Lljerene,Iimefypflflfeiiefligfll fOEEPFY‘P'Et‘O" 0* the remaining 5mm“-

NHAI has initially sanctioned an amount of Rs.223 Crores as One Time Fund infusion and subsequently

__NH.ALhas_gocLLbac.Lb\/AcancellingstbealLead\/,sar1ctio,n,OlF.L.amounLot Bs.223,CLoLes.eLender.s_and_tbe,

company have preferred one Time Settlement (OTS) with NHAl for the works already completed. While

negotiations are going on for OTS proposal, NHAI has terminated the concession Agreement on

30/01/2019 without following the termination procedure laid down in the Concession Agreement and

called for tenders from public to complete the balance work on EPC basis. Since project got terminated,

Lenders are seeking for one Time settlement. Company and Lenders agreed and requested the NHAI to

refer the matter to conciliation committee of independent Engineers. The NHAl had given the consent for

referring the matter of CCIE vide its letter dated 18-044019. The Company has submitted the claim with

NHAl. The proceedings of CClE will commence soon. Cost incurred on the project up-to 3lst March, 2019

Rs. 1295,09,49,7SS/« instead of writing-of has been accounted as claims receivable under the head "other

current Assets" which is in contravention of the provisions of Indian accounting standard ind AS 37

(Provisions, contingent Liabilities and Contingent Assets) claims being contingent asset in nature. This has

resulted in over-statement of Current Assets by Rs.1295, 09, 49,765/-and understatement of cumulative

loss by the same amount.

l. Type ofAudit Qualification: Qualified Opinion/
’

.

Qualified Opinion as per the report attached herewith.

ll. Frequency of Qualification: W-heeher—appFevedfiest—t‘raee/repetitive lsineehew—leng-eentineing

Repetitive

For Audit Qualification(s) Where the impact is quantified by the Auditor, Management’s view:

(1) Simhapuri Energy Limited which is step down subsidiary of the company has defaulted in repayment

of dues to banks and financial institutions and the loans were classified as NPA. The Power Purchase

Agreement entered into with the Discoms for a 12 year period could not be implemented due to the

regulatory approvals pending since 17-18, leading to almost NIL Turnovers / No Profitability / almost

NlL Cash Flows, which consequently led to defaults in the Debt Obligations to the lenders. Company

has preposed a One Time Settlement offer and also a Re~Structuring Package offer, which is in the

stage of refinement. As the unpaid interest of Rs, 398.22 crores is requested to be waived off due to

unsustainability, management has decided not to provide for the same in the current year 201849.

(2) Rajauli ~ Bakhtiyarpur Project of the company has been foreclosed with mutual consent, cost incurred

on the project up~to 31.03.2019 Rs. 815.401akhs instead of writing—off, has been accounted as claims

receivable under the head "other Current Assets. The company intends to propose a claim for

recovery of expenses spent.



(3)

(4)

(5)

(6)

(7)

"Barasat-Krishnagar Expressways Limited (BKEL), a subsidiary company entered into an agreement
with NHAI, for developing road project in West Bengal State. The Construction work is delayed due

to pending approvals and rights of way to be provided by NHAI. BKEL had issued notice for

termination of the projects to NHAI on 3lst December, 2015. BKEL and NHAI entered into 3

Supplementary Agreement to the 'Concession Agreement dated 20th June, 2011‘ on 2nd May, 2016

for inclusion of the clause of 'Society for Affordable Redressal of Disputes' (SAROD) Committee for

arbitration. NHAI Had also issued notice for termination of the project vide its letter dated 3rd May,

2016 and BKEL had replied that the notice Is not valid. Both BKEL and NHAI appointed arbitrators.

The arbitration proceedings are in progress". As the borrowings from secured lenders have been

declared as Non-performing asset by the lender, interest on related borrowings have not been

accounted for.

Vijayawada—Machilipatnam Expressways Limited (VMEL), which is a subsidiary to the Company, was

Incorporated under the Companies Act, 1956, on 28th Day of November, 2011 as a Special Purpose
Vehicle for undertaking the work of Four Laning of Vijayawada-Machilipatnam Section of NH-9 from

Km.0.000 to Km.63.800 in the State of Andhra Pradesh on Design, Build, Finance, Operate, Maintain

,
,

, and, ,TransfeL— QBEOI,LTQIJ)Jas.is,_under_NflDLPJJaseJJL emiSJLojechasjwaLdeLby,National,

Highway Authority of India (NHAI). The Company was to hand over the Project Highway to NHAI on

the expiry of the concession period of 20 years.

As per the Agreement, NHAI failed to hand over 80% land within six months of the Agreement. They
have failed to do so, because of which company filed claims. Reacting to that NHAI terminated the

Concession Agreement on 29.10.2013 though NHAI failed to issue ROW and further confirmed vide

its letter dated 27th August,2014. Company has filed a claim with NHAI and company has got

arbitration award. The company filed execution petition and simultaneously NHAI also filed an appeal

against award passed by arbitration tribunal. In view of the above going concern assumption is not

appropriate and therefore financial statements have been done accordingly.

Madurai Tuticorin Expressways limited and Trichy Thanjavur Expressways Limited which are

subsidiaries of the company have taken loans from different financial institutions and those loans

became NPA’s. Interest on such loans have not been recognized for part of the year on both long
term and short term portions since the company is in the process of finding investor for the project.

TN (DK) Expressways limited Expressways Limited which Is subsidiary of the company have taken

loans from different financial institutions and those loans became NPA’s. Interest on such loans have

not been recognized for part of the year on both long term and short term portions since the

company has proposed OTS which is in the consideration.

Ranchi Expressways Limited was incorporated under the Companies Act, 1956, on 29th Day of March,

2011 as a Special Purpose Vehicle for Design, Build, Finance, Operate and Transfer (DBFOT) of Four

Laning of Ranchi-Rargaon-Jamshedpur Section of NH-33 from Km. 114.000 to Km. 277500 in the state

of Jharkhand on DBFOT (Annuity) basis for a concession period of 15 years. This contract was

awarded by National Highway Authority of India. The Company shall hand over the Project Highway
to NHAI on expiry of the Concession Period.

The company has achieved physical progress of 50.24% and approached NHAI for One Time Fund

Infusion (OTFI) for completion of the remaining stretch. NHAI has initially sanctioned an amount of

Rs.223 Crs as One Time Fund Infusion and subsequently NHAI has gone back by cancelling the already
sanction OTFI amount of Rs.223 Crs. Lenders and the company have preferred One Time Settlement

(OTS) with NHAI for the works already completed.

While negotiations are going on for OTS proposal, NHAI has terminated the Concession Agreement on

30/01/2019 without following the termination procedure laid down in the Concession Agreement and

called for tenders from public to complete the balance work on EPC basis. Since project got

terminated, Lenders are seeking for One Time Settlement. Company and Lenders agreed and

requested the NHAI to refer the matter to Conciliation Committee of Independent Engineers.The
NHAI had given the consent vide it's letter dated 18044019. The company has submitted the claim

with NHAI. The proceedings will commence soon."

In view of the above going concern assumption is not appropriate and therefore financial statements

have been drawn accordingly.



cation(s) where the Impact is not quantified by the auditor

\m.-------------------------------------------

For Audit Qual

(i) Management’s estimation on the impact of audit qualification:

No Further financial impact is envisaged by the company other than those reported above

(ii) if Management is unable to estimate the impact ,reasons for the same:

As most of the claims submitted are under arbitral proceedings and impact of which is dependent on the

outcome of the proceedings ,management is unable to estimate the impact at this point

(iii) Auditofls Comments on (i) or(ii) above:

-Self Explanatory-
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Managing Director
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Audit Committee Chairperson

Stalumry Auditor of the Company
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