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INDEPENDENT AUDITOR'S REVIEW REPORT

To
The Board of Directors,
SEL Manufacturing Co. Ltd ,

lntroduction
We have reviewed the accompanylng sratement of unaudited standalone f inancial results of sEL

N4anufacturing Company Limited (the company) for the quarter and nine months€nded December 31'

2016 ("the St;ement") prepared by the company pursuant to ihe requirements of-R€gulation 33 of the

SLBI { l isr '1s Obrieatior dnd Dis(losure Requiremenlcl RegLlations ?015 read with SFBI Circular no'

i t i)rro,ft ir i ldol i  dared s lJlv 70.16 lhis sratemenr i '  the responlibi l i ty of the conpanv's

Ivlanagement and has been approved by the Board of Directors Our responsibi l i ty is to issue a repoft on

tnese standdlone f inancidl result!  baseo or oJr rFview

Scope of Review
We conducted our review in accordance Standard on Review Engagements (SRE) 2410"'Review of

lnterim Financial Information Performed by the Independent Auditor of the Entity" '  issued by the

Insti tute of chartered Accountants of India. This standard requires that we plan and perform the review

io oia"in toO"r"," u.trfance as to whether the f inancial statements are free of material misstatement'

A review ls l imited primari ly to inquir ies of company personnel and analyt ical procedures applied to

financial data and thus provide less assurance than an audit We have not performed 3n audit and

aacoroinSlV. we do not e/pres5 dn aLdil  op;nior'

Basis of Qualif ied Conclusion

We repott hot:

1. The company has not provided t'ot interest omounting to Rs 200 95 Crores pertoining to ntne

months ended on 31"' December 2a16 (Rs 89 98 crcres fot the quarter ended 31't Decembel

2016) on NPA clossiJied bdnk boffawings on occrual bosis os required 
.under 

lnd As 1 -

Prcsentdtion of findncidl stdtements Fufther intetest Jor lune/ September 2076 quorters

omounting Rs 7lo gi dates on NPA classified bdnk borrcwings is reverced in Decembet 2016

quafter and adiusledinexceptronat rtems f refe r note no 5 of the interim t'inanciql rcsults)'

2. During the rcporting period, there is rcduction in prcvisian Jor diminutian in the value of investments

in oni ol its subsidiory namety sEL Textiles Limited due to non provision al intercst omounting ta Rs

iz..sz iron, pertdin;ng b nine months ended on 31't December 2076 ( Rs 3181 crores for the

i"tir, "na"i 
zt' o"i"nbet 2016) on NPA ctossified bank bo(awings on dccruol.basis os required

underndnsl.Presentotianoff inonciolstotements.Furthe|intercstt 'o|June/september2016
quorters omounting Rs 5077 crcres on NPA classified bonk borrowinqs is reversed i.n Decenber 2076

;uarter resulting reductian in provisian for diminution in the volue of investments in December 2076

quartet. ( refer note no 5 ofthe interim financialresults)'

3. Note No.2 af the interin financiol results describes thot inthe opinion oJ the mondgement despite tub

iptiru, ,ipority utitiz;tion, incurring substantial losses during the quortet ond nine months ended

December 37", 2A76 and substontiol reduction in net worth as ot December 37't ' 2076' the unaudited

standdlone finoncial results have been prcpored on d going concern bosis in view ol nattets Jully



f

exp!ojnedinthesaidnote'However,thesesjtuationsgiverisetomoterioluncertojntyinrespectof
conpony's ability to continue os going concern which is paft dependent on successJul outcome afthe

discussions with the CDR lenders and campany's obility ta generote sufficient Junds to support its

operations dnd Julfill repdyment abligotions

4. The campany hos recognized deJeffed tax osset amounting to Rs 16607 crorcs ond MAf Credit

Entitlement oJ Rs. 55.34 crores upto 31st Decenber, 2016 conside ng probobility thot sufficient

toxobleincomewi|]beovoilobteduingspecif iedperjodogojnstwhichsuchdeferredtclxasset/MAT
credit Entitlement con be adjusted. Howevet no canclusive documents/ evidences ore provided to

suo^ort their cloim, The compony ahility to continue os gaing concern is dependent on Jactors
discussed in pora (3) above ln cose the going concern status of the compony is suspect' defeffed tdx

oste'/MAl Credit Lmitlement rccagni/ed till dote witl requirc to be teversed

We fufther rcport that except for the eJt'ect , iJ ony, ol the notters speciJied in poto (3) above, hod the

imD;oct of our obseNotian mode in porcgroph (1) , (2) & (4) obave been considered, the profit / ( loss)Jol

the quorter ended on 31't Decembet, 2076 and nine months ended on 31't DecenbeL 2076 would hove

been Rs. 484.70 crares ond Rs.gg8.12 crores rcspectively (os against the rcparted Jigure af Rs 20 18

crares/ ( Rs 493.24) respectively).

The eornings/ (loss) per shore fot the quoftet ending 31't Decembet 2076 ond nine nonths ending 31't

December 2076 would have been (Rs 14 53) and (Rs 3012)respectively os against reported eqrntngs

(lass) per shore Rs 0.67 ond (Rs 14.89) respectively.

quali f ied conclusion

Based on our review conducted as above, nothing except the obove observotians has come to our

attention that causes us to believe that the accompanying statement of unaudited standalone f inancial

results read with notes thereon, prepared in accordance with Indian Accounting Standards as specif ied

under section 133 ofthe Companies Act, 2013 read with Companies (Accounts) Rules, 2014 and other

recognized accounting practices and policies general ly accepted in India, has not disclosed the

information required to be disclosed in terms of Regulation 33 of the SEBI (List lng ObliSations and

Disclosure Requirements) Regulations,2Ol5read with SEBlCircular no ClR/CFD/FAC/62/2016 dated 5lh

luly, 2016 including the manner in which it  is to be disclosed, or that i t  contains any materlal

misstatement.

Emphasis of Matter
We draw attention to the fol lowing matters:

1. No provision has been made for Trade Receivables as on December 315t, 2016 amounting to Rs

446.29 {orcs outstanding for more than 180 days from the due date However the management

c |a ims iha i thesa id rece i vab |esa re recove rab |eandnoprov i s ion i s requ i red tobemade th€ re fo re .

2. The ievel of inventories maintained by the cornpany is high This may include unidentif ied slow/non

rnoving and obsolete i tems of Inventories lying with the company for which no provision has been

made .Fu r the rdu r ing then inemon thsendedonDecember3 l s t , 2016 the rehasbeenreduc t i on in
ihe realization of some of the f inished goods frorn the fair market value estimated by the

management due to obsolescence,

3. Note No. 6 of the interim f inancial results regarding revision in useful l i fe of machinery instal led in

Spinning /Terry towel units ofthe company and one of i ts subsidiary namely SEL Texti les Limited

based on technical reports effective from April 2016



1.!
a/

rJ
i
I o. search & Seizure action u/s 132(1) of the Income Tax Act) 1961 was carried on the ComFany' its

I 
- 

pr"t**. ."J ."t" *her companies/entities during the linancial year 2013-14 Assessments have

I ;""" .omoleted for Assessmeni Year 2oo8-09, 2oo9-10' 2or2'73 and 2oL4-75 on March 31st' 2016

I ;;;, i"t" '*"t no additional tax l iabil i ty on the assessment for the said Years For the remaining

assessment years i.e. 2o\o'17,2017.72 &2013.14, demands agglegatinE.to Rs- 283.43 crores have

been raised by income tax department. Further Income Tax authorities have issued a show cause

""a'i"i". 
i"i '.rl"C p*alty proceedings u/s 274 read with section 271 of the Income Tax Ad' 1951

iurther, the Compiny is in process offiling appeals againstthese demands and no provision has been

made in thls regard

Our conclusion is not mod!fied in respect of the matters reported in para (1) to (4) of Emphasis of

mafters.

For DASS KHANNA &CO.
Chartered Accountants

(cA.Rakes
Place: Ludhiana
Datet !4.O2'2OL7 Partner

M.No. : 083142
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CHARTERED ACCOUNTANT5

To
The Board of Directors,
SEL Manufact!r ing Co. Ltd.,

lntrocluction

Wehaverev iewed theaccompany ings ta temen to fconso | i da tedunaud i ted f i nanc ia | resu | t so fSEL
N4anufacturing company Limiled (hereinafter referred to as "the Holding company") and its subsidiaries

(the Holding Company and its subsidiaries together referred to as "the Group") for the nine months and

ouarter €nded December 31, 2016 ("the Statement") prepared by the company pursuant to the

requirement of Regulation 33 of the sEBl (List ing obligation and Disciosure Requirements) Regulations,

2015 read with sEBl circular no. clR/cFD/FAc/62/2016 dated 5tb July, 2016 This statement is the

responsibi l i ty of the Company's Management and has been approved by the Board of Directors our

responsibi l i ty is to issue a report on these consolidated f inancial results based on our review-

The Statement includes the f inancial results of fol lowing entit ies:

l .  SEL Manufacturing Co ttd (dolding CorrpanYl
2. SELTexti les Limited (Subsidiarv Company)
3. 5EL Aviation Private Limited (Subsidiary Company)
4. SE Exports (SubsidiarY Firm)
5. SEL Texti le Corporation (subsidiary Company)

scoDe of Review

We conducted qur review in accordance Standard on Review Engagements (sRE) 2410, "Review of

tnterim Financial Information Performed by the lndependent Auditor of the Entity", issued by the

nstitute of chartered Accountants of India. This slandard requires that we plan and perform the review

to obtain moderate assurance as to whether the f inancial statements are free of material misstatement.

A review is l imited primari ly to inquir ies of company personnel and analyt ical procedures applied to

financial data and thus provide less assurance than an audit We have not performed an audit and

acco rd ing |y ,wedono texp ressanaud i top in ion .Wed idno t rev iew the f i nanc ia I resu | t so fove rseas
branch ofthe holding company and its four subsidiaries.

Basis of quali f ied Conclusion

We reportthot:
1. The halding compony ond ane of its subsidiory namely sEL Textiles Limited ho.ve not pravided for

interest amounting to Rs 283.49 Crares pertaining to nine months ended on 31't December 2A16 (Rs

721.79 Crcres fot the qudtter ended 315t December 2016) on NPA clossiJied bonk borrawings on

occruol basis as required under tnd As 1 -Presentotion af finonciol stotements. Further interest fol

June/ September 2076 quafters omounting Rs 16167 crores on NPA cldssified bonk

borrowings is reverced in December 2076 qudrter ond adiusled in exceptional items (/eter note

no 4 of the interin finonciol results)

2. Note No. 2 of the inteim t'inonciol rcsults describes thot in the opinion of the manogement ol despite

sub ootimum copocitv utilizdtion, incurring substontiol losses during the quartet and nine months
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ended Decembet 37st, 2076 ond substuntiol rcduction in net t"torth os ot Decemb.er 37st' 2016 of the

holding os wetl as one of its suosiaioi conpinv nomely SEL Texllles Linited' the unoudited

consolidoted finonciol resutts nove oeei prelared on o going concern bosis in vi.ew of motters fully

:rp;;;;;; ;;;;t';'; ,"ii uo'*u, 'n"'[ 'iiootions siv; ise to matetiot uncettqintv in rcspect of the

soid company's obility to ,:on''nu" o' guini ionii'n;hkh is part dep'endent-on 
,successful 

outcone of

. the discussions with the cDR tenders on; respective companies ability to genercte suflicient funds to

su o pott th e i r operati ons o nd f u lf il I r e p ay m e nt o bl i g ati o ns

3. fhe Group hos rccognized defetred tox osset omounting to Rs 274 Oo crores ond MAT credit

Entittement oJ Rs.64.ss crorcs upto il.rt'o"r"^a"r, 20i6 considering woba-bilitv that sullicient

tdxoble income will be ouottook au'ins-'i"'iid puiod ogoinst which 
,:l'!..!:!::'"0 

'o' ou"'/'o'

creditEntit |ementconbeodjusted'Howevernoconclusivedocuments/evidencesarcprovidedto
suppott their cloim. The obitity to .;o*i'u" * going concern of holding ond one of its subsidiary

nomely sEL Textiles Limited is depenoent on fdctors os discussed in po* (2).?-b.1'j ln case tne gotng

concern stotus oJ the respective comp,onie, is suspect, deferred tax osset/MAT credjt Entitlement

recognized till dote will requie to be rcvcrsed

we fufther rcportthot exceptfot the effect' tf ony' oJ the motters stoted in.poroqtoph (2) obove' hodthe

impact of aur observation ^oo" ,.n ,oronioii di d p) otou" 0"", ,onsidered the,eafiings/ (loss) of

the qtoup for the quorter 
",ro"o 

o' ili'i"""tier' 2076 dnd nine months ended on 37't
'iirlirizi, 

*r, woutd hove aeen (ss. szz.ae crores) ond (Rs.g98.04 crorcs) respectivelv (as

"i"i,ii 
ri" *i",r"a tUure of (Rs 5 64 crores) and (Rs 376 00) respectivelv)'

The eanings/ (toss) per shore for the quorter ending 37st .Decem-ber '2076 
ond nine months

'"|)1"n 

";;i";"r;;,2076 
woutd hdve been (Rs 18.94) qnd (Rs.30.12) rcspectivelv as osdinst

,"f,ori"a 
"ornirgt 

lton) per share (Rs 0 17) and (Rs 11'36) respectivety'

Qualified conclusion
Based on our review conducted as above, nothing except the obove obseNotions has come to our

attention that causes us to believe that th;:ciorfu"nying .t"t"r"nt of unaudited-consolidated financial

results read with notes *,"'"on, p'"pu'"i in'l-tcJJancJ w;th tndian lccounting standards as specified

undersec t i on133o f thecompan lesAc l ,2o l3 readWi thcompan ies {Acco t ]n t s )Ru les ,2014ando the r
i"*"iJ"r.."r"it"t practi;es and iolitl"' g"nur.utly accepted in India' has not disclosed the

information required to be disclosed '" t"trnt if Regulation 33 of the-SEBI (Listing Obligations and

Disclosufe Requirementsl negutations, zoiireui titt' iret cittutu' no clR/CFD/FAC/62/2016 dated 5ih

Julv, 2016 including the manner in wnrch t is to be disclosed' or that i t  contains any mat'r ial

misstatement.

Emphasis of Matter

We draw attention to the following matters:

1. No provision has been made forTrade Receivables as on 31't December 2016 amounting to Rs 625 45

crores outstanding for mo'" tf'tn fso au-yt fi;rn the due date However the management claims that

thesaidreceivablesarerecoverao'"andnop,ovisionisrequiredtobemadetherefore.

2. rhe level of inventories maintained bv the Holdins.companv and-::."1-j:^:lljY]"],]l 
iili;1ll

"i"", il:ffi:,';:::"ffi ;i;; ;;;;;""i; ":; :o::':1".1:T:.:l,l::"1':::'. H?'il1'J"i:;may Include unroerrrrrrcu :- r ' t ]ut l""n ,nuo" rufther during the nine months ended
respective companies for which no provlslr 

r ion of some oi:TB::'ffr'""I?ffii?'ffi;;;:;;;;',il"r'u't""n *o"ll*ll-':,"::l':l'."1":::::""
il"?;::*'r';#i;;;;;;'i,i;.;'i";"'timated bv the manasel9n-t 9ue to obsorescence
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3 .

4 .

Note No. 7 of the interim f inancial results regard;ng revision in useful l i fe of mach:nery based on
technical reports effective from Aoril 2015.

Search & Seizure action u/s 132(1) of the Income Tax Act, 1961 was carried on the holding company,
its promoters and some other related companies/entit ies during the f inancial year 2013-14.
Assessments of subsidiaries have been completed for the complete block period whereas in case of
holding company assessments have been completed for Assessment Year 2008 09, 2009-10, 2012-13
and 2014-15 on March 31st, 2016 and there was no addit ional tax l iabi l i tv on the assessment fo. the
said years. For the remaining assessment years i.e. 2010-11, 2071-72 & 2Of3-L4, assessments have
been completed by the Income Tax Authorit ies on 30th January,2017, and demands aggregating to
Rs.283.43 crores have been raised by income tax department. Further Income Tax authorit ies have
issued a show cause notice for initiating penalty proceedings u/s 274 rcad with section 271 of the
Income Tax Act, 1961. Further, the holding company is in process of f i l ing appeals against these
demands, no provision has been made in this regard.

Our conclusion is not modif ied in respect of the matters reported in para (1) to (4) of Emphasis of
mafters.

Other Matters

We draw attention to the following matter

1. We did not review the interim f inancial results of four subsidiaries included in the consolidated
financial results whose interim f inancial results for the nine months and quarter ended 31st
December, 2016 reflect total revenues of Rs.300.11 crores and Rs.83.01 crores resoectivelv. The
consolidated f inancial results also include for the nine months and quarter ended 31st December,
2016. The group's share of net { loss)/profi t  of (Rs. 116.46 crores) and Rs. 56.39 crores respectively.

Our conclusion is not modjfied in respect ofthe matters reported in Other Matters.

FoT DASS KHANNA & CO,
Chartefed Accountants

{Firm ReE. No.000402N}

Placer Ludhiana
Dalet 14.O2.2OL7

M.No.:083142


