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INDEPENDENT AUDITOR'S REVIEW REPORT

The Board of Directors
Malwa Cotton Spinning Mills Limited
Industrial Area- A.,
Ludhiana.

Introduction

We have reviewed the accompanying statement of unaudited financial results of Malwa
Cotton Spinning Mills Limited (the Company) for the quarter and six months ended
so" September, 2016. This statement 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 these financial statements based on our review.

Scope of Review

We conducted our review of the Statement in accordance with the Standard on. Review
Engagement (SRE) 2410, 'Review of Interim Financial Information Performed by the
Independent Auditor of the Entity', issued by the Institute of Chartered Accountant of
India. This standard requires that we plan and perform the review to obtain moderate
assurance as to whether the financial statements are free of material misstatement. A
review is limited primarily to inquiries of company personnel and analytical procedures
applied to financial data and thus provide less assurance than an audit. We have not
performed any audit and, accordingly, we do not express an audit opinion.

Basis of Qualified Conclusion

We report that:
i) The Company has not been able to redeem 9% cumulative redeemable

preference share capital. The unredeemedpreference capital of Rs. 2, 725 lacs
have been shown under the scheduleof Share Capital.

ii) AS-17-"Segment reporting"- in respect of results of sewing thread segment has
not been disclosed in accordancewith requirementof said accounting standard.

iii) The Company has incurred a net loss of Rs.1,716 lacs during the six months
ending so" September, 2016 which together with brought forward losses of
Rs.28,097 lacs exceeds the net worth of the company, and as of that date, the
company's current liabilities exceeded its current assets by Rs.26,633 lacs and
its total liabilities exceeded its total assets by Rs.26,298 lacs. The Consortium
banks have recalled their debts to the company. These events cast significant
doubt on the ability of the company to continue as a going concern. The
appropriateness of the going concern assumption is dependent on the

ability to establish consistent profitable operations and generate
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positive cash flows as well as raising adequate finance to meet its short term
and long term obligations. Based on the mitigating factors stated in the said
note, the management of the company believes that the going concern
assumption is appropriate. However, we do not agree with the management in
this respect.

iv) The management of the company has represented to us that the recovereble
amount of assets within the meaning ofAccounting Standard 28 "Impairmentof
Assets" is more than their carrying value and as such no amount needs to be
recognized in the financial statements for impairment loss. In the absence of the
workings of impairment having been prepared and made available to us for our
review, we are unable to comment on whether; the company needs to make a
provision in respect of impairment loss on such assets and the amount of such
provtston.

v) The company has not arranged to make available the confirmations and/or
reconciliations to verify the balances stated in the financial statements in respect
of:

i. TradeReceivables: Rs. 2,882.94 lacs
ii. Loans & Advances: Rs.1,727.61Iacs
iii. Tradepayables: Rs 5,182.12 lacs,

We have also not been able to perform any alternativeprocedures with regard to
verificationof the aforesaid balancesand thereby have been unable to obtain
sufficient appropriate audit evidenceregarding the aforesaid accounts. Weare
unable to comment upon the difference,if any, whichmay arise upon the receipt
of confirmationsand/or the carryingout of such reconciliation. The figures
steied above are net of provision for doubtfulprovided in the books of account.

vi) The obsolete/ damaged/ slow moving items of inventory amounting to
Rs 57.13 lacs have been valuedat Net realizable value which is lower than cost.
The Companyhas not been able to provide us the evidence of net realizable
value and we also could not perform any alternative procedures for verification
of net realizable value. Therefore, we are unable to comment upon the
correctnessof the valuationof those items of inventory.

vii)The company has not made provision in respect of balances recoverable from
TradeReceivables, Loans and Advances and Other Recoverable including from·
employees, which are doubtful in nature amounting to Rs.2,170.36lacs as on the
date of the financial Statements.
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VIii}The Company has not provided for the interest on borrowings amounting to
Rs.1,487.39 lacs pertaining to the six months ended on 30th September, 2016
(Rs 747.49 lacs for the quarter ended 3(jh September, 2016) under review and
Rs 8,889.51 lacs pertaining uptoyear endedon 31stMarch, 2016.

ix) We further report that, except for the effect, if any, of the matters stated in
paragraph (i) to (vi) above which are not ascertainable, had the impact of our
observation made in paragraph (vii) and (viii) above been considered, then loss
for the six months ending 3(jh September, 2016 would have been Rs.5,373.33
lacs (against the reported figure of Rs.1,715.58 lacs).

x} The earning (Joss)per share for the six months ending 30th September, 2016
would have been (Rs.69.88) against reported earning (loss) per share of
(Rs.23.57).

Qualified Conclusion

Based on our review, with the exception of the matters described in the preceding
paragraph, nothing has come to our attention that causes us to believe that the
accompanying statement of unaudited financial results prepared in accordance with
applicable Accounting Standards and other recognized accounfing practices and
policies has not disclosed the information required to be disclosed in terms of
R.egulation 33 of the SESI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 including the manner in which it is to be disclosed, or that it
containsany material misstatement.

For S.C. VASUDEVA & CO.
Chartered Accountants
Firm Reg. No. 000235N

Place: Ludhiana
Dated: 21stNovember, 2016


