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INDEPENDENT AUDITORS’ REPORT

TO THE BOARD OF DIRECTORS OF
TECPRO SYSTEMS LIMITED

We have audited the accompanying Statement of Standalone Audited Financial results of TECPRO SYSTEMS
LIMITED (“the Company”), for the quarter and nine months ended December 31, 2014 (“the Statement”) being
submitted by the Company pursuant to Clause 41 of the Listing Agreements with the stock exchanges, except for the
disclosures in Part Il of the Statement referred to in the last Paragraph below. This Statement (initialed by us for
identification) is the responsibility of the Company’s Management and has been approved by the Board of Directors.
.Our responsibility is to issue a report on the statement based on our audit.

Managemént’s Responsibility for the Financial Results

The Company’s Management is responsible for the preparation of these financial results that give a true and fair view
of the financial position and financial performance of the Company in accordance with the Accounting Standards
notified under the Companies Act, 1956 (“the Act™) (which are deemed to be applicable as per Section 133 of the
Companies Act, 2013, read with Rule 7 of the Companies (Accounts) Rules, 2014) in accordance with the accounting
principles generally accepted in India and as required by the terms of our audit engagement. This responsibility
includes the design, implementation and maintenance of internal control relevant to the preparation and presentation
of the financial statements that give a true and fair view and are free from material misstatement, whether due to fraud
Or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial results based on our audit. We conducted our audit in
accordance with the Standards on Auditing issued by the Institute of Chartered Accountants of India. Those Standards
_require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial results are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and the disclosures in the
financial results. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial results, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the Company’s preparation and fair presentation of the financial results
in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Company’s internal control. An audit also includes evaluating the appropriateness
of the accounting policies used and the reasonableness of the accounting estimates made by the Management, as well
as evaluating the overall presentation of the financial results.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.




Continuation Sheet

Basis for Qualified Opinion

- 1. The Company has incurred a loss during the earlier year and in the nine months ended December 31, 2014 and
as on the said date, the Company’s Total Liabilities exceed its Total Assets. The Company’s application for
restructuring under Corporate Debt Restructuring (CDR) Scheme and the approval by the Bankers thereon to
implement the CDR has still not materialized. We are also informed that reference has been made to Board for
Industrial and Financial Reconstruction (BIFR) as mandated under Section 23 of the Sick Industrial Companies
(Special Provisions) Act, 1985 in view of the erosion of fifty percent of the Net worth of the company as at March
31, 2014. All these factors indicate the existence of a material uncertainty that casts a significant doubt on the
Company’s ability to continue as a going concern. Theattached financial results do not include any adjustments
that might result from the outcome of this uncertainty.

2. In performing our audit procedures, supporting documents to carry out our audit as per the Standards on
Auditing acceptable in India were not made available in respect of a branch of the Company. The receipts and
expenses for the period ended December 31,2014 and the assets and liabilities as at December 31,2014 of the
said branch considered in the attached Financial Results is Rs. 3,564.52lakhs, Rs.7,077.52 lakhs, Rs.43,372.46
lakhs and Rs30,645.56lakhs respectively. However, considering the impact of these balances on the attached
financial results, we have qualified our opinion in this regard. Further, the net difference in the amounts of
interunit account of such branch and Head Office for the nine months ended December3] ; 2014resulting in
credit balance of Rs.380.53 lakhs is grouped under Other Payables. These differences were explained as arising
on account of transactions in the nature of vendor payments/customer collections. Pending reconciliation
between the units, we are unable to comment on the classification of the said amounts in the financialstatements
as at December 31, 2014.

3. The Company has not received the Statement of account/ Confirmation of balance in respect of certain balances
with banks (including in loan accounts) aggregating to a net value of Rs 90,292.23 lakhs as per books of
account as at December 31, 2014. Consequently the bank reconciliation statements have not been drawn up in
respect of these accounts and the attached financial results do not include any adjusiments that might result had
the above been made available.

4. Finance cost on facilities availed from certain ‘consortium-banks’ during the period has been provided by the
Company based on interest rate stipulated as per theCDR letter dated September 25, 2014. Had the Company
continued to charge interest as per the respective sanction leiter, the finance costs for the nine months ended
31.12.2014, the loss for the period and the accumulated loss as at the period ended that date would be higher by
Rs1,452.43 lakhs

J. For the period under audit, provision for human resource costs (including salaries, gratuity , superannuation,
leave encashment and other employee benefits) have been accrued on an estimated basis at Rs.3,815.21 lakhs,
in view of the inaccessibility to records/ lack of information.

6. (i)Results of physical verification of Fixed assets carried out by the management during the period have not been
made available to us. Discrepancies, if any, noticed on such verification as compared to books have not been
given effect to in the financial statements drawn up to December 31, 2014.

(i) Management has informed us that the ‘recoverable amount’ of assets within the meaning of Accounting Standard
28 is more than their carrying value and as such no amount needs to be recognized in the financial results for
impairment loss. We have not been able to validate this assertion in the absence of bids from prospective
buyers/valuation report of an independent agency and the uncertainty of resumption of future operations/results
of operations thereafler,




Continuation Sheet

(1ii) In terms of the proviso to clause 3(i) of Part A of Schedule II to the Companies Act 2013 (the Act) the Company
had decided to retain the useful life / residual value hitherto adopted for various categories of fixed assets, which
are in certain cases, different from those prescribed in Schedule II to the Act. This is on the basis that the
estimated useful life and residual life adopted so far is appropriate. However, the Ministry of Corporate Affairs
vide Notification dated August 29,2014 has clarified that justification for adopting useful life different from that
laid down in Schedule II should be disclosed and be supported by technical advice. This “technical advice® has
not been furnished to us and accordingly, the depreciation charged is not in accordance with the requirements
laid down in Schedule I of the Act.

7. Quantity of Inventory as at December 31, 2014 at various sites/ factories is based on Management
representation and is pending physical verification of such inventory and reconciliation with books. We are also
informed that value of inventory debitable to Customers has been reviewed and the cost of inventory not
considered recoverable has been absorbed in the Statement for the period. We have carried out audit procedures
only to validate the rates adopted in the valuation of Inventory as at the end of the period.

8. i) The Company has not considered it necessary to recognize diminution in value of Long Term Investments in
overseas and Indian operations of the group although these companies have suffered substantial erosion in their
net worth. The statutory auditors of one of the subsidiaries (carrying value of investments Rs.833.82.1akhs) has
also qualified the financial statements for the year ended March 31,2014 with regard to the going concern
assumption adopted by the said subsidiary. ii) Further possible impairment, if any, of other non-current
investments of the Company (carrying value of Rs.1,058.85 lakhs) is dependent on the achievement of the
projections on the basis of which management has concluded that there is no permanent diminution in value of
the Long Term Investments. Consequently, we are unable to comment the extent to which the values of these
investments need to be impaired/diminished.

9. Certain customers have encashed Bank Guarantees (Rs.65,139.72. Lakhs) including performance guarantees up
to December 31,2014 for the delays in execution of the projects. The value of Trade Receivables , Unbilled
Revenue (grouped under Trade Receivables) and Bank Guarantees encashed(grouped under Other Receivables)
outstanding from such parties aggregate Rs. 246,560.40 lakhs. These have however been considered realizable
by management.

10. Balances in the account of Trade Receivables/ Trade Payables and Loans and Advances including dues from
associate entities are subject to confirmation of balance and reconciliation.

The financial results do not include any adjustments that might result firom the outcome of uncertainties/observations
in clauses 1 to 10 supra.

Qualified Opinion

In our opinion and to the best of our information and according to the explanations given to us, except for the effect
of the matters described in the Basis for Qualified Opinion paragraph.the attachedStatement of Standalone Audited
Financial resultshas disclosed the information required to be disclosed in terms of Clause 41 of the Listing
Agreements with the Stock Exchanges, including the manner in which it is to be disclosed and gives the information
required by the Act in the manner so required and also gives a true and fair view in conformity with the accounting
principles generally accepted in India, of the loss of the Company for the nine months ended on December 31,2014,
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Emphasis of Matter

i} Trade Receivables and Unbilled Revenue (other than amounts reported in para 9 above ) aggregating to
Rs.263,701.44 lakhs includes balances outstanding for a period of more than three years, debts for additional
supplies/ work made upon request by customers outside of the contract, interest levied on delayed payments of
customers which have been considered realizablebased on management representation of their interactionswith the
customers and negotiations/ discussions. Further, certain circumstances necessitated some of the customers to make
direct payments to Company's vendors to avoid delays in deliverables. The Company has initiated steps to obtain
confirmation of payment from such vendors for adjustment of payments made by customers. The balances of
Customers/Vendors are therefore subject to the result of such confirmation/reconciliation.

2, No provision for liability that may arise from non-payment, non-filing and non-compliance with statutory
provisions relating to Service tax, VAT, Provident Fund and Tax Deducted at Sourcehave been made in the Financial
Results.

A

3. In respect of certain contracts, there have been significant delays in the completion of the projects beyond the
contracted dates. This could lead to levy of liquidated damages by the customers as per the terms of contract entered
with them although the company has not been made aware of any such amount being levied by any of its customers.

4. For the year ended 31.3.2014 the managerial remuneration paid to Director of Rs.51.94 lakhs was in excess of
limits specified in Schedule XIII to the Companies Act 1956 and was subject to the approval from the Central
Government. The Company is yet to seek the approval of Central Government.

Further, we also report that we have traced the number of shares as well as the percentages of shareholdings in respect
of aggregate amount of Public shareholding and the number of shares as well as the percentages of shares pledged/
encumbered and non-encumbered in respect of the aggregate amount of promoters and promoter group shareholding
in terms of Clause 35 of the Listing Agreements and the particulars relating to the investor complaints disclosed in
part II of the Statement from the details furnished by the Company/ Registrars.

For M.S. KRISHNASWAMI & RAJAN
Chartered Accountants
Registration No. 015548

7
M. S. Murali
Partner
Membership No.26453
Chennai,
March 4,2015
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NOTES:

The above Audited financial results were reviewed by the Audit Committee and then
approved by the Board of Directors at their meeting held on March 4, 2015.

The bankers have approved restructuring of the Company’s debts under the Corporate
Debt Restructuring (CDR) Scheme. The reclassification of liabilities pursuant to said
Scheme will be carried out upon implementation.

The Statutory Auditors of the Company have qualified the financial statements/results

for the nine months ended December 31, 2014 inter-alia in respect of :

(2) Adoption of Going concern assumption in drawing up the financial
statements/results in view of the pendency of CDR implementation and reference
to BIFR u/s 23 of SICA.

(b) The non-receipt of confirmation/statement of balances from certain banks
aggregating Rs 90,292.93 lakhs and non-reconciliation with books.

(c) non-recognition of possible diminution in value of certain non-current investments
(carrying value Rs.1,058.81 lakhs) in subsidiaries aggregating Rs.1,058.81 lakhs.

(d) Treatment of certain debts/unbilled Revenue aggregating Rs.246,560.40 lakhs as
recoverable inspite of the said customers encashing guarantees.

(¢) Certain Debtors/Vendor balances and inventory being subject to confirmation

(D Use of estimates in recognition of employee-benefit liability and other expenses
in the absence of information etc.

The financial statements for the year ended March 31,2014 were also qualified wrt

matters contained in clauses (b) and (c) above.

The Company periodically reviews its Accounts Receivables including Unbilled
Revenue in detail, and the management is confident that in spite of slowdown in the
industry, balances are recoverable and the Company is carrying adequate provisions
in its books.

Other Operating Income for the year ended March 31, 2014 includes interest charged
on overdue receivables Rs. 3,942.68 Lakhs which is subject to confirmation by
customers.

Cost of services and materials consumed during the quarter and the nine months
ended December 31, 2014 includes Rs.1,186.28 Lakhs relating to earlier year.

In terms of the proviso to clause 3(i)of Part A of Schedule II to Companies Act ,2013
(the Act), the Company has decided to retain the useful life/residual value hitherto
adopted for various categories of fixed assets, which are in certain cases, different
from those prescribed in Schedule II to the Act. The Company believes that based on
the policy followed by it of continuous and periodic assessment, the estimated useful
life and residual value adopted so far is appropriate.

Tax expense for the quarter and year ended March 31, 2014 represents reversal of
deferred tax asset recognised in the earlier years. \



10.

11.

12.

The company’s primary segment is identified as business segment based
predominantly on nature of products and services and secondary segment is identified
based on geographical location of the customers as per Accounting Standard 17.There
are no reportable segments for the current and previous periods.

The Company would be considering the results of its subsidiary (ies) in its
Consolidated Financial Statements for the year ending March 31, 2015.

The figures set out above for the three months ended December 31,2014 are the
balancing figures between the audited figures in respect of the nine months period
ended December 31, 2014 and the published unaudited year to date figures (as
regrouped) upto September 30,2014,

Previous year/period figures have been re-grouped/ reclassified/amended wherever
necessary.

For and on behalf of
Tecpro Systems Limited

o %g” oo

Ajay Kumar Bishnoi
Chairman and Managing Director

Place : Chennai
Date : March 4,2015



