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Subject: Outcome of the Meeting chaired bv Resolution Professional ("RP")

Dear Sir/Madam,

This is in continuati '1 to our earlier intimations dated May 21,2019, May 28, 2019 and May 30, 2019.

We, hereby, inform l.at pursuant to Regulation 30 read with Regulation 33 ofSEBI (Listing Obligations
and Disclosure Reqi iements) Regulations, 20 IS, the rescheduled Meeting, fixed for Thursday May 30,
2019, was held anc scheduled agenda was considered and issues were deliberated. However the
scheduled agenda b iness could not concluded till late 10.50 PM and the meeting was adjourned for
May 3 I, 2019 to COl elude the residual business agenda.

The unconcluded meeting dated May 30, 2019 was recommenced on Friday May 31, 2019 concluded
at 05:00 PM chaired by the Resolution Professional ofKwality Limited, as appointed vide order dated
1l.12.20 18, passed by Hon'ble National Company Law Tribunal, New Delhi Bench under the
provisions of Insolvency and Bankruptcy Code, 2016, as communicated to your good self, vide letter
dated December 19, )18 along with theKMPs of Kwality Limited to discuss and approve the following
matters:

I. The Standalone am' Consolidated Audited Financial Results for the quarter and year ended as on 3151

March, 2019.

2. The Statement of Assets and Liabilities for the quarter and year ended as on 3151 March, 2019.

3. The Auditor's Report given by the Statutory Auditors for the quarter and year ended as on 31 SI March.
2019.

4. The Statement on mpact of Audit Qualifications for the Financial Year ended as on 3151 March,
2019.

Kindly take the above information on your record in compliance to SEBI (Listing Obligations and
Disclosure Requiremc nts) Regulations, 20 IS.

Tbanking--You,_ ~~
!for Kwality Limited

~
Pra~~~~~a,a
(Company Secretary & Compliance Officer)
Issued with Approval of 'lr. Shailendra Ajmera (Resolution Professional)
(Kwaiity Limited is undc Corporate Insolvency Resolution Process of the Insolvency and Bankruptcy Code 2016.
Its affairs, business anc assets are being managed by the Resolution Professional, Mr. Shailendra Ajmera,
appointed by the National Company Law Tribunal by order dated 11 th December 20 I 8 and continued as
Resolution Professional by the Committee of Creditors in its meeting held on 11th January, 2019 under the
provisions of the Code.)

s( ~~~\ ~m~~)
\_ *~
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Kwality limited
,(Acompany under Corporate
nsolvency Re I .

Insolvency & ~~n~~~n/rocess as per
"JClTorder dated 11 pocy Code, 2016 vide

ecember, 2018)

Kwality Limited
CIN : L74899DL1992PLC255519

Reg Office: IDIL House, F-82, Shivaji Place, Rajouri Garden, New Delhi-110027

Statement Audited Standalone Financial Results for the Quarrer & Year ended 31 March 2019

(INR in Lakhs)
Quarter Ended Year Ended

Sr.No Particulars 31 March 2019 31 December 2018 31 March 2018 31 March 2019 31 March 2018
Audited· Unaudited Audited Audited Audited

1 Income from Operations
(a) Revenue [rom operations 11,365.19 36,197.75 1,70,895.71 2,08,923.25 6,72,487.64
(b) Other income 1.14 5432 893.38 457.75 1,300.95

Total Income 11,366.33 36,252.07 1,71,789.09 2,09,381.00 6,73,788.59

2 Expenses
(a) Cost of materials consumed 8,653.57 26,469.32 1,34,191.98 1,59,421.85 5,19,066.04
(b) Purchases of stock-in-trade - - 16,487.58 3,975.61 66,224.95
(c) Change In inventories of finished g >CIs,stock in trade

and work -in-progress 525.15 4,100.38 (974.45) 17,241.18 11,878.86
(d) Employee benefits expense 380.60 695.46 1,812.66 4,153.62 5,794.13
(e) Finance costs 618.27 6,183.45 7,606.03 18,822.66 23,318.30
(1) Deprecation and amortisation exp. se 3,408.71 3,418.48 3,289.84 13,010.34 12,555.96
(g) Excise duty e.xpense - - - - 2.31
(b) Other expenses 46,881.57 1,45,422.63 5,701.82 2,87,600.69 20,536.61
Total Expenses 60,467.87 1,86,289.72 1,68,115.46 5,04,225.95 6,59,377.16

3 Profit Before Tax (1-2) (49,101.54) (1,50,037.65) 3,673.63 (2,94,844.95) 14,411.43
4 Tax expense:

(a) Current tax 5.99 - 2,217.91 5.99 6,372.62
(b) Deferred tax 647.82 - 1,326.56 (92.99\ 927.71
Total Tax Expenses 653.81 - 3,544.47 (87.00) 7,300.33

5 Net Profit for tbe Period after Tax 3-4) (49,755.35) (1,50,037.65) 129.16 (2,94,757.95 7,111.10

6 Other Comprebensive Income
(a) Items that will not be reclassified t· irofir and loss

33.08 (1.50) (32.85) 28.57 (34.81)
(b) Income tax relating to items that \'.!. not be

reclassified to profit and loss (1.05) - 11.37 - 12.05
Total Other Comprehensive Incom .. 32.03 (1.50 (2L48) 28.57 (22.76

7 Total comprehensive income (5+6) (49,723.32) (1,50,039.15) 107.68 (2,94,729.38) 7,088.34

8 Earning per share of INR 1 each
(a) Basic (IN R) (20.62) (6216) 0.05 (122.13) 2.97
(b) Diluted (INR) (20.62) (62.16) 0.04 (122.13) 2.96

9 Paid-up equity shaft: capital (face value fINR 1 per
equity share) 2,413.54 2,413.54 2,413.54 2,413.54 2,413.54

10 Other equity - - - (1,84,070.61) 1,09.211.24

:+;. -, -lbe figures for the quarter ended 31 March 20 ( are the balanong figures between audited figures of year ended 31 March 2019 and unaudited figures of nine months period
ended 31 December 2018.

Kwality Limite J, Kwallty House: F-82,
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Kwality Limited

Audited Standalone Statement of Assets and Liabilities

(INR in Lakhs)
Particulars 31 March 2019 31 March 2018
ASSETS
Non-Current Assets
Property, plant and eqwpmc 31,158.43 45,869.38
Capital work-in-progress 662.16 5,627.64
Investment property - -
Other intangible assets 95.95 131.04
FInancial assets

Investments 16.66 1,918.41
Loans 166.56 79.29
Other financial assets 60.93 139.77

Other non-current assets 4,915.63 13,878.87
Total Non-Current Assets 37,076.32 67,644.40

Current Assets
rnventories 1,226.53 21,013.23
Financial Assets

T rade receivables 5,823.16 1,70,081.33
Cash and cash equivalents 186.90 6,234.48
Other bank balances 159.61 1,853.20
Loans 13.34 48.36
Other financial assets - 670.97

Other current assets 576.64 51,843.48
Total Current Assets 7,986.18 2,51,745.05

Total Assets 45,062.50 3,19,389.45

EQUITY AND LIAB:ILr' ES
Equity
Equity share capital 2,413.54 2,413.54
Other equity (1,84,070.61 1,09,211.24
Total Equity (1,81,657.07) l,U,624.78

Liabilities
Non-Current Liabilities
Financial liabilities

Borrowings - 46,549.98
Other financial liabilities - 350.72

Other non-current liabilities 431.29 482.02
Provisions 223.32 413.91

Deferred tax liabilities (nct) - 92.99
Total Non-Current liabili i s 654.61 47,889.62

Current Liabilities
Financialliabiliries

Borrowings 1,82,946.79 1,04,897.40
Trade payables 7,059.51 13,029.24
Other financial liabilities 16,033.96 23,045.26

Other current liabilities 1,157.85 875.07
Provisions 52.17 98.99
Current tax liabilities (nct) 18,814.68 17,929.09
Total Current Liabilities 2,26,064.96 1,59,875.05

Total-Equity and Liabilit.es 45,062.50 3,19,389.45
r
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Notes to the Standalone Financial Results:

1. The Corporate Insolvency Resolution Process
Company"), which was admitted vide an order da;
under the provisions of the Insolvency and Ifar
appointed as Interim Resolution Professional ('IR
the Resolution Professional (nRP'') by the commit
to the NCLT order for commencement of the C
exercised by IRP / RP.

ClRP'') was initiated, on a petition filed by KKR India Financial Services Private Limited against Kwaliry Limited ("the
111 December 2018 ('Insolvency Commencement Date") of the National Company Law Tribunal ("NCLT,), Delhi Bench,
'Uptcy Code, 2016 ("the Code''). Shailendra Ajmera IP Registration No. IDBf/IPA-OOI/IP-P00304/2017-18/10568 was
') to manage affairs of the Company in accordance with the provisions of the Code and thereafter confirmed to continue as
-e of creditors ("CoC'') of the Company in the meeting held on II January 2019 under the provisions of the Code. Pursuant
J> and in line with the Provisions of the Code, the power of the Board of Directors stand suspended and same is being

As the powers of the Board of Directors have bee suspended, the above audited financial results for the quarter and year ended 31 March 2019 have not been considered and
recommended by the Audit Committee and, conse early by the Board of Directors.

Since substantial period w.r.r these financial results r the year ended 31 March 2019 pertains prior to Insolvency Commencement Date, the same has been signed by Mr. Sanjay
Dhingra, Managing Director of the suspended l ud and Mr, Sharad Bhandari, Chief Financial Officer of the Company, confirming truthfulness, fairness, accuracy and
completeness of the financial results for the qUat r and year ended 31 March 2019. Basis this confumation by the Managing Director and Chief Financial Officer of the
Company, these audited financial results have beer pproved by the RP on 31 May 2019 for filing with the stock exchanges. The RP bas approved these financial results solely
for discharging the powers of the Board of Direcn- of the Company (suspended during CIRP) which has been conferred upon him in terms of provisions of Section 17 of the
Code.

Post the commencement of CIRP, the Company
Expression of Interest, are in the process of cartyl

been filled with the Hon'ble NCLT, Delhi Bench f'

:ontinuing to operate as a going concern in terms of the Code. Prospective resolution applicants, who have submitted the
out their own evaluation for submission of the resolution plan by the due date as decided by the CoCo An application has

extension of the CIRP period by 90 days (from 180 days to 270 days from the insolvency commencement date).

2. The carrying value of tangible assets (including capital work in progress of fNR 662.16 lakhs) and intangible assets as at 31 March 2019 amounting to !NR 31,820.59 lakhs and
INR 95.95 lakhs respectively. As explained in no, 1 above, the Company is under CIRP and the RP is required to invite submission of resolution plans from prospective
resolution applicants, wh.ich shall be pur up for nc ssary approvals before the COC and the NCL T. The CIRP is nor yet concluded and hence, the final outcome is yet to be
ascertained. The Company has not taken into cons.ieration any impact On the value of the tangible and intangible assets, if any, in preparation of financial results as required by
lnd-AS 10 on "Events after the reporting period". .rthee, the Company has also not made full assessment of impairment as required by Ind-AS 36 on Impairment of Assets, if
any, as at 31 March 2019 in the value of tangible an .nrangible assets.

3. In accordance with the requirements of the !NO ..$-108 "Operating Segments", the Company's business consists of one reportable business segment i.e., "Manufacturing and
Processing of Milk and Milk Products", hence sepa. e disclosures pertaining to attributable revenue, profits, assets, liabilities and capital employed are not required.

4. Creditors Claim:
a. As a part of the CIRP, creditors of the Compar were eaIled to submit their claims to the Interim Resolution Professional/ Resolution Professional The Claims received
summary position of the same is reproduced below

Sr. No. Particulars Claims Received* Claims Admitted*

(lNR in lakbs) 1!NR in lakbs)
1 Financial creditors

- Claim for Kwalirv Limited# 1,85,170.96 1,84,844.25
- Claim for Corporate guarantees given by he Company for credit facility availed by the wholly owned subsidiary i.e,

12,200.71 12,200.71Kwality Dairy Products FZE (yet to be ree gnized in the books of account)
Total Financial Creditors 1,97,371.67 1,97,044.96

2 Operational creditors (including Employee- & workers) 16,743.20 12,976.55
3 Other claims 14,118.26 14,085.47

* Amount claimed rill the insolvency commencemer date and amount admitted on the basis of verification and collation of available information from the records of Kwality
Limited and may be updated / revised as per additio J information received.

# Includes INR 117.92 lakhs in relation to un-invoke ' bank guarantees admitted as contingent claim without any voting rights

The RP is in the process of ,'erit)'ing and accepting t claims submitted by the creditors as per the Code. Consequential impact of claims being higher than the book balances, if
any, has nor been considered and will be appropriate dealt with basis the resolution plan, if any, approved by the NCLT going forward.

b. The Company has not provided any liability towa cs interest, penal interest charges and any foreign currency fluctuation on claims by financial creditors for the period w.e.f,
the Insolvency Commencement Dare, since as part c .he CIRP. the claims for interest, penal interest charges and foreign currency fluctuation can impact their claims in Form C
only till the date of commencement of CIRP in the C rporate Debtor. The aggregate claims submitted by [he Financial Creditors exceeded the amount as appearing in the books
of accounts. Further, in respect of operational / oth • creditors the process of submitting claims is on-going and is under reconciliations with amount as appearing in the books
of accounts. Pending reconciliations and final outco "e of the CIRP, no provision in the books of accounts has been made for excess claims submitted in respect of financial
creditors and no accounting eifect in respect of opee.conal/ other creditors has been given.



5. The tax payable (Including interest) amounting INR 18,814.68Iakhs under the Income T"" Acr of 1961 for the assessment years 2016-17, 2017-18 and 2018-19, which has
not been paid by the Company. The Company in e prior years invested in development of new manufacturing facility for production of 'Value Added Products' at Plant Softa
(palwal). In view of the said expansion and to pa fund the working capital requirements, there have been delays in payment of income-tax dues. The Company bas received
orders from the income tax authorities under Sect n 279(1) read with Section 276C (2) for the assessment years 2016-17 and 2017-18 for prosecution due to non - payment of
such taxes, Interest upto the insolvency comm.£c nent date has been provided in the books of accounts of the Company. At this stage no penalty has been imposed byincome
tax department, therefore it is not possible to pre< ct the outcome in future, Further assessment proceedings UDder Section 132 under the Income Tax Act of 1961 have been
initiated, the Company currently is not in a positi to ascertain the consequential impact, if any. It may be Doted that the income tax department has already filed a claim (i.e,
Form B) under the Insolvency and Bankruptcy C Ie, 2016 aggregating INR 10,488.44 lakhs, which includes claim towards tax payable for the assessment yea.rs 2016-17 and
2017-18.

Further, the Company has not paid the income "for the assessment yea.r 2018-19 amounting to INR 7,187.81 lakbs. Consequently, the Company was unable to file the
electronic return to the Income Tax Department.' I e Company have submitted to the income rax department the manual rerum in hard copy, which was duly acknowledged.

There is an outstanding IDS of INR 493.491akhs ncludes INR 417.11lakhs outstanding as on insolvency commencement date) payable as on 31 March 2019. Interest payable
on the outstanding IDS is estimated at lNR 48.8: akhs (Includes INR 4258 lakhs with respecr to dues outstanding as on insolvency commencement date), which has not been
recognised in the books of account. It mal' be n ed that the Income Tax Authorities have filed a claim of INR 452.60 lakhs (includes interest of INR 42.12 lakhs) as On
insolvency commencement date, which will be dea basis the resolution plan, if any, approved by the NCLT going forward.

6. "Other Expenses" as stated in the income stater nt for the quarter and rear ended 31 March 2019, include adjustment on these accounts, as enumerated below:

Particulars Quarter Ended I Year Ended
31-Mar-19 31,.Mar-19

INR in lakhs
Provision for. doubtful debtors 32,447.03 1,59,719.70
Bad Debts Written Off - 10,251.16
Provision for doubrfuJ advances 5,918.25 20,281.86
Scheme / Discount 76,084.61
Diminution in value of Investments - 1,902.75
Write-off of Property, Plant and Equipment 6,655.01 6,655.01
Discard of Packing Material 212.87 212.87
Total 45,233.16 2,75,107.96

7. The Company has issued Non-Convertible Deb
m and BOI AXA Credit Risk Fund (,Debenture
Debenture Redemption Reserve and invest or dep-
with the requirements of Debenture Redemption I
claims in Form C and the same will be dealt with a

cures (NCDs) to KKR Capital Markets India Private Limited, KKR India Debt Fund J, KKR india Debt Opportunity Fund
>Iders') aggregating INR 10,000.00 lakhs during June 2016. Per Section 71 of the Companies Act, 2013 is required to create
it amounts as per the Rule 18 of Companies (Share Capital and Debentures) Rules, 2014. The Company has not complied
serve due to stressed financial condition. Subsequently on commencement of DRP, the Debenture Holders have filed their
er the provisions for the Code.

8. Trade parables include foreign cu.rrency balance outstanding amounting to INR 268.70 lakhs for more than One yea.r from the date of goods receipt oote. Similarly, trade
receivables include foreign currency balances amoi.ncng to INR 13,829.48lakbs which ispending for collection for more than one year from the date of invoices. Therefore, the
Company has made provision for INR 13,829.48 L.,. IS, which is included under provision for doubtful debtors as per Note 6 above.

9. Effective from 1 April 2018, the Company has. opted IND AS 115 using cumulative effeer method and the comparative information is not restated The adoption of the
standard did not have any material impact on the t: .ilr of the Company.

10. The figures for the previous periods have been <grouped/ rea

..........:..-..v.-__- t~vi!~
(Maru.->2 Direcror) (Chief Financial Officer)

Place: Delhi
Date: 31 May 2019
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Auditors' Report on Standa one Quarterly Financial Results and Year to Date Results of Kwality limited pursuant
to Regulation 33 of SEBI (li -+ing Obligations and Disclosure Requirements) Regulations, 2015

To

The Resolution Professiona of

Kwality limited

(A company under Corpora e Insolvency Resolution Process ('CIRP') as per NClT order)

1. We have audited the accompanying Statement of Standalone Financial Results of Kwality Limited (the

"Company") for the oi.arter and year ended March 31, 2019 (lithe Statement"), being submitted by the

Company pursuant to .ne requirement of Regulation 33 of the Securities and Exchange Board of India (Listing

Obligations and Disdo Ire Requirements) Regulations, 2015, read with Circular No. CIR/ CFD/ FAC/62/2016
dated s" July, 2016.

The Hon'ble National Company Law Tribunal (NCLT), Delhi Bench, by an order dated 11 December 2018

admitted the Corpora e Insolvency Resolution Process (ClRP) application filed against Kwality Limited ("the

company"), and appoi'1ted Mr. Shailendra Ajmera as the Interim Resolution Professional ("IRP") in terms of

the Insolvency and sankruptcv Code, 2016 ("the Code") to manage the affairs of the Company as per the

provisions of the Code <urther, the Committee of Creditors constituted during the CIRPof the Company in its

meeting dated 11 January 2019, confirmed the IRP as the Resolution Professional ("RpH
) for the Company. In

view of pendency of tl-e CIRPthe management of affairs of the Company and power of Board of Directors are

now vested with RP. T ese Standalone Financial Statements have been prepared by the management of the

Company and Certifie by Mr. Sanjay Dhingra who is the Managing Director of the suspended board, Mr.
Sharad Bhandari, Chief financial Officer, and approved by Resolution Professional.

The statement as it re ated to quarter ended March 31, 2019, has been compiled from the related interim

condensed standalone financial statements prepared in accordance with Indian Accounting Standard 34
"Interim Financial Rep~rting" ("Ind AS 34") and as it relates to the year ended March 31, 2019, has been

compiled from the re ated annual standalone financial statements prepared under Section 133 of the

Companies Act, 2013 ead with relevant rules issued thereunder and other accounting principles generally

accepted in India. Our responsibility is to express an opinion on the Statement based on our audit of such

interim condensed stardalone financial statements and annual standalone financial statements.

2. We conducted our aucr' in accordance wlth the Standards on Auditing issued by the Institute of Chartered

Accountants of India. T'lose standards require that we plan and perform the audit to obtain reasonable

assurance about whe t er the financial results are free of material misstatements. 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 qualified opinion.
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3. BASIS FOR QUALlFIE') OPINION

a. The Company has incurred a Net loss of INR 294,757.95 lakhs resulting into net accumulated losses of
INR 184,070.61 I...xhs and erosion of its Net worth as at March 31, 2019. The company has obligations
towards lenders, creditors and other agencies where reconciliation/ verification is in process pursuant to
ongoing Corporate Insolvency Resolution Process (CIRP). These conditions may indicate the existence of
a material uncer.aintv that may cast significant doubt on the Company's ability to continue as going
concern and therefore the Company may be unable to realize its assets and discharge its liabilities in the
normal course 0 business. The ultimate outcome of these matters is at present not ascertainable.
Accordingly, we e unable to comment on the consequential impact, if any, on the accompanying
standalone financ al statements.

b. We draw attention to note 4 to the statement, in respect of various claims, submitted by the financial
creditors, operatio al creditors, workmen or employee and authorized representative of workmen and
employees of the ompany to Resolution Professional, that are currently not fully admitted/ accepted by
the Resolution Professional. No provision of such excess claims has been made in the books of accounts
and no accounting effect is given in respect of such claims. Therefore, we are unable to comment on the
consequential impact, if any, on the accompanying statement. Further company had given Corporate
guarantee in favor of its subsidiary "Kwality Dairy Products FZE" against which banks have submitted the
claims to RP amour ting to INR 12,200.71Iakhs. RP has admitted these claims but company has not made
any provision in its books of accounts in respect of the same.

c. We draw attention 0 note 6 to the statement, the Company has provided for Doubtful debts to the tune
of INR 1,59,719.70 akhs (including export receivables amounting INR 13,829.48 lakhs - Note 8) during
the year ended 31 ~arch, 2019 towards non-recovery of long pending over dues. The remaining trade
receivables amount 19 to INR 2,567.15 lakhs outstanding for more than 120 days is also having an
unascertainable financial impact.

4. EMPHASIS OF MATTER

a. We draw attention 0 Note 7 of the statement, the Company has issued Non-Convertible Debentures
(NCDs) to KKR Capital Markets India Private Limited, KKR India Debt Fund I, KKR India Debt Opportunity

Fund III and BOI AXA Credit Risk Fund ('Debenture Holders') aggregating INR 10,000.00 lakhs during June

2016. Per S.ection 71 of the Companies Act, 2013 is required to create Debenture Redemption Reserve
and invest or deposi amounts as per the Rule 18 of Companies (Share Capital and Debentures) Rules,

2014. The Company as not complied with the requirements of Debenture Redemption Reserve due to

stressed financial condition. Subsequently on commencement of CIRP, the Debenture Holders have filed

their claims in Form C and the same will be dealt with as per the provisions for the Code.

b. We draw attention tc note 6 of the statement, the Company has made provisions/written off having

total impact of INR 2,75,107.961akhs (Bad debts Written off amounting to INR 10,251.16 Lakhs, Provision

for Doubtful Trade Receivables amounting to INR 1,59,719.70 lakhs, Provision in respect of diminution

for entire value of investment amounting to INR 1,902.75 lakhs appearing in Financial Statements due to

discontinuation of bus ness operations of its subsidiary "Kwality Dairy Products FZE", Written off

Property, Plant & Equioment amounting to INR 6,655.011akhs, Discarded packing material amounting to

INR 212.87 lakhs, and ~ritten off advances made on account of purchase of AMCUs amounting to INR

20,281.86 lakhs to be djusted against future purchase of milk as there will be no supply in future). In

addition to above, the rompanv has incurred INR 76,084.61 lakhs towards Schemel Discount during the

year ended 31st March 019.
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c. We draw attenticr- to note 2 to the standalone financial statements, the carrying value of tangible assets

(including capita work in progress of INR 662.16 lakhs) and intangible assets as at 31 March 2019

amounting to INP 31,820.61Iakhs and INR 95.95 lakhs respectively. The CIRP is not yet concluded and

hence, the final outcome is yet to be ascertained. The Cornpan z has not taken into consideration any

impact on the value of the tangible and intangible assets, if any, in preparation of financial results as

required by Ind-AS 10 on "Events after the reporting period". Further, the Company has also not made

full assessment of impairment as required by Ind-AS 36 on Impairment of Assets, if any, as at 31 March

2019 in the value of tangible and intangible assets.

d. We draw attention tlJ note 5 to the statement, the tax payable (including interest] amounting to INR
18,814.68Iakhs under the Income Tax Act of 1961 for the assessment years 2016-17, 2017-18 and 2018-
19, which has no been paid by the Company. The Company in the prior years invested in development
of new rnanufacturtng facility for production of 'Value Added Products' at Plant Softa (Palwal). In view of
the said expansion and to part fund the working capital requirements, there have been delays in
payment of income-tax dues. The Company has received orders from the income tax authorities under
Section 279(1) read with Section 276C (2) for the assessment years 2016-17 and 2017-18 for prosecution
due to non - payment of such taxes. Interest upto the insolvency commencement date has been
provided in the books of accounts of the Company. At this stage no penalty has been imposed by income
tax department, therefore it is not possible to predict the outcome in future. Further assessment
proceedings unde. Section 132 under the Income Tax Act of 1961 have been initiated, the Company
currently is not h a position to ascertain the consequential impact, if any. It may be noted that the
income tax department has already filed a claim (t.e. Form B) under the Insolvency and Bankruptcy Code,
2016 aggregating NR 10,488.44 lakhs, which includes claim towards tax payable for the assessment
years 2016-17 and 2017-18.

Further, the Company has not paid the income tax for the assessment year 2018-19 amounting to INR
7,187.81 lakhs. Consequently, the Company was unable to file the electronic return to the Income Tax
Department. The Company have submitted to the income tax department the manual return in hard
copy, which was c uly acknowledged.

There is an outs nding TDS of INR 493.49 lakhs (includes INR 417.11lakhs outstanding as on insolvency

commencement date) payable as on 31 March 2019. Interest payable on the outstanding TDS is

estimated at INR 48.85 lakhs (includes INR 42.58 lakhs with respect to dues outstanding as on insolvency

commencement date), which has not been recognised in the books of account. It may be noted that the

Income Tax Authorities have filed a claim of INR 452.60 lakhs (includes interest of INR 42.12 lakhs) as on

insolvency commencement date, which will be dealt basis the resolution plan, if any, approved by the

NCLTgoing forward.

e. The Company has not recognized interest payable on loans and borrowings after December 11, 2018, the

same is not quan ifjed by the company so we're unable to comment on the financial impact of the same

on loss for the ye. r.

f. Our opinion is no qualified in respect of these matters



B. Rattan & Assoc ates
Chartered Accountan -

E-mail: brabk121@gmail.c"lm
Website: www.brattan.co

84, 2nd Floor
New Rajdhani Enclave
Near Preet Vihar Metro Station
Gate No.1, New Delhi-11 0 092
Ph.: 011-22448384

5. Except for the matters stated in paragraph 3 above, in our opinion and to the best of our information and
according to the explan, tions given to us these Statement:

i. is presented ir accordance with the requirements of Regulation 33 of the SEBI (Listing Obligations

and Disclosure Fequirements) Regulations, 2015; and

ii. give a true ana air view of the net loss and other financial information for the year ended March 31,
2019.

6. The financial results of ~e company for the year ending March 31, 2018 were audited by MSKA & Associates,

Chartered Accountants who expressed unmodified opinion dated May 28, 2018.

For B. RATTAN & ASSOCIATES
Chartered Accountants

(FRN: 011798N)

~
Ashish Kumar

Partner
Membership Number: 182021

Place: New Delhi
Date: May 31, 2019



KW ALITY LIMITED
(a compan under corporate insolvency resolution process vide NCLT order)

ANNEXURE-I
Statement on liD ,,'lct of Audit Qualifications (for audit report with modified opinion)

sL!lmitted along-with Annual Audited Financial Results

(Standalone)

Stafement on Iml!act of vudit Qua(jfjcations for the Financial Year ended March 31,2019
lSee Regulation 3. J 52 oftbe SEBI (LODR) (Amendment) Regulations, 2016]

Audited Figures Adjusted Figures

I. SI. Particulars (as reported (audited figures after
No. before adjusting for adj usting for

qualifications) qualifications)

1. Turnover / Total Income 2,09,381.00 2,09,381.00

2. Total Expenditure 5,04,225.95 5,16,426.66

3. Net Profit'(l.oss) (2,94,757.95) (3,06,958.66)

4. Earnings Per Share (122.13) (127.18)

5. Total Assets 45,062.50 45,062.50

6. Total Liabilities 2,26,719.57 2,38,920.28

7. Net Worth (1,81,657.07) (1,93,857.78)

Any other financial iteu; ) (as felt appropriate by the

8. management) - -
TI. 1. Audit Qualification (each aulit qualification separately):

a. Details of Andit Qualilication

The Company has inci r-ed a Net loss of INR 294,757.95 lakhs resulting into net accumulated losses of INR

184,070.61 lakhs and e- sion of its Net worth as at March 31, 2019. The company has obligations towards lenders,

creditors and other agencies where reconciliation! verification is in process pursuant to ongoing Corporate

insolvency Resolution r rocess (CfRP). These conditions may indicate the existence of a material uncertainty that

may cast significant do: bt on the Company's ability to continue as going concern and therefore the Company may

be unable to realize its sets and discharge its liabilities in the normal course of business. The ultimate outcome of

these matters is at prese 11 not ascertainable. Accordingly, we are unable to comment on the consequential impact, if

any, on the accornpanyi, ~ standalone financial statements.

b. Type of Audit Qualiflcarion : Qualified Opinion J 9iselaimef efGpleisa J Ad¥efS8 GpiJlisA

c. Frequency of quallfleet.on: Appeared first lime

d. For Audit Qualificatio JIS) where the impact is quantified by the auditor, Management's Views: NA

e. For Audit Qualiflcatioms) where the impact is not quantified by the auditor:

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

(ii) If management is unab . to estimate the impact, reasons for the same:

KwaJity Limited (the Ccmpany') is under Corporate Insolvency Resolution Process (,ClRP') and is continuing to

operate as a going con' rn in terms of the Insolvency and Bankruptcy Code ('the Code). Under the Code, the

Prospective resolution a -llcaats are required to submit the resolution plan by the due date. Until the resolution plan

is submitted and is apprr • ed by the COC/ NCL T, it is not possible to ascertain the impact.
(iii) Auditors' Comments 0 1 (i) or (ii) above:

Refer "Basis for Qualific., Opinion"in audit report the same is self explanatory.

2. Audit Qualification (each au It quallfication separately):
a. Details of Audit Qualification

Note 4 to the statemen in respect of various claims, submitted by the financial creditors, operational creditors,

workmen or employee ;1 d authorized representative of workmen and employees of the Company to Resolution

Professional, that are c! -ently not fully admitted! accepted by the Resolution Professional. No provision of such

~

excess claims has been "'lade in the books of accounts and no accounting effect is given in respect of such claims.

.'~:
Therefore, we are unabl {O comment on the consequential impact, if any, on the accompanying statement. Further

company had given COlporate guarantee in favour of its subsidiary "Kwality Dairy Products FZE" against which
I J,J.t'. banks have submitted re claims to RP amounting to INR 12,200.71 lakbs. RP has admitted these claims but

~ company has not made any provision in its books of accounts in respect oflhe same. (\

""- b. Type of Audit Qualific.llion : Qualified Opinion . r-c •e rv .•• . .
\ \

c. Frequency of Qualification: Appeared first time \1
l.f .._J;I. ~V\

(AU amount in INR lakhs, unless otherwise stated)



d. For Audit Qualiflcation ) where the impact is quantified by the auditor, Management's Views: The
company had given Corp- ate guarantee in favour of its subsidiary "Kwality Dairy Products FZE" against which
banks have submitted the claims amounting to INR 12,200.71 lakhs and the claim has been admitted whereas the
company (Kwality Limite .. ) has not made any provision in its books of accounts in respect of the same. (To the
extent ascertainable) •

e. For Audit Qualiflcatior .) where the impact is not quantified by the auditor:
(i) Management's estimati on the impact of audit qualification: NA
(ii) If management is unabl to estimate tbe impact, reasons for the same: Since the Company is under CIRP and the

process of receipt and ac cptance of the claims submitted by the creditors as per the Code is ongoing, it is difficult to
readily ascertain the imp ... ~ However, the consequential impact will be determined once the CIRP process is
complete and the same VI be dealt as per the resolution plan, if any, approved by the NCLT going forward.

(ill) Auditors' Comments on (i) or (ii) above:
Refer "Basis for Qualifie Opinion"in audit report read with the notes to the standalone financial results, the same is
self explanatory.

3. Audit Qualification (each audit qualification separately):
a. Details of Audit Qualifi :ation

Note 6 to the statement the Company has provided for Doubtful debts to the tune of INR 1,59,719.70 lakhs

(including export receivebles amounting INR 13,829.48 lakhs - Note 8) during the year ended 31 March, 2019

towards non-recovery of ong pending over dues. The remaining trade receivables amounting to INR 2,567.15 lakhs

outstanding for more thar 20 days is also having an unascertainable financial impact.
b. Type of Audit Qualiflcaaen : Qualified Opinion •"A.· • A, ..

c. Frequency of qualificat l n: Appeared first time
d. For Audit Qualification ) where the impact is quantified by the auditor, Management's Views: The Company

has already made provisi ~ for doubtful debts oflNR 159,719.70 lakhs. Further, management is reasonably certain
of recovery from outstand 19 trade receivables.

e. For Audit Qualification ,) where the impact is not quantified by_the auditor:
(i) Management's estimatic n on the impact of audit qualification: NA
(ii) If management is unabl (0 estimate the impact, reasons Cor the same: NA
(iii) Auditors' Comments on (i) or (il) above: NA .

"- r-.
Ill. Si!matorte. :

Sh'~~~S"j'YD~;~ )_~,~~.~
Managing Director ( hiet Financial Officer Resolution Pro essional
Place: New Delhi -v.'
Date: May 31, 2019 ~rN )~,,;,
Auditors: ......\. /

Refer our independent Auditors Report dated 31 May 2019 on Standalone Financial Results of the Company

For B. Rattan & Associates
Chartered Accountants
(Registration Number: 011798N)

EJ~
.

I'Jr-

Asbish Kumar <:-

Partner
A

Membership Number: 182021

Place: New Delhi
Date: May 31, 2019



Kwality limited
(A company under Corporate
Insolvency Resolution Process as per
Insolvency & Bankruptcy Code, 2016 vjd~
NClT order dated 11 December, 2018)

Kwality limited
CIN: L74899DL1992PLC255519

Regd. Office: KDIL House, F-82, Shivaji Place, Rajouri Garden, New Delhi-l10027

Statement of Audited Consolidated Financial Results for the Year ended 31 March 2019

S.No Particulars

1 Income from Operations
(a) Revenue from operations
(b) Other income

Total Income

2 Expenses
(a) Cost of materials consumed
(b) Purchases of stock-in-trade
(c) Change in inventories of hnished goods, stock in trade
(d) Employee benefits exper se
(e) Finance costs
(t) Depreciation and amortisation expense
(g) Excise duty expense
(h) Other =r=s=
Total Expenses

3 Pro~t Before Tax (1-2)
4 Tax expense: '

(a) Current tax

(b) Deferred tax

Total Tax Expenses

5 Net Profit for the Period after Tax (3-4)

6 Other Comprehensive Income
(a) Items that will not be rec.assified to profit and loss
(b) Income tax relating to items that will not be

1~\..'''La''''llL\''U to profit and loss

c) Items that will be reclassified to profit and loss
Total Other Comprehensi ve Income

7 Total comprehensive income (5+6)

8 Earning per share of INR 1~each
(a) Basic (lNR)
(b) Diluted (lNR)

9 Paid-up eq,.uit:y-&h_arecapital tae~f
~ ~ c.

Other equity~

7,31,936.48
1,324.89

2,12,987.54
481.41

1,59,421.85 5,19,066.04
5,194.66 1,20,621.14

19,861.06 13,309.33
4,189.82 5,909.54

19,808.30 24,491.30
13,035.79 12,632.33

2.31
3,13,659.38 20,694.47

16,534.91

6,372.61
927.71

28.57 (34.8;)

925.31
12.05
33.93

(3,20,661.03) 9,245.76

(133.25)
(133.25)

2,413.54
(1,95,967 .61)

3.86
3.85

2,413.54
1,23,245.89

e info@kwality.com
w www.kwality.com
elN L74899DL 1992PLC255519



Kwality Limited

Audited Consolidated Statem-ent of Assets and Liabilities
(INR in Lakhs)

31 March 2019 31 March 2018

31,158.43 45,976.25
662.16 5,627.64

- 579.85
95.95 131.04

16.66 15.66
166.56 79.29
60.93 158.63

4,915.63 13,878.87
37,076.32 66,447.23

1,226.53 23,633.11

5,823.16 1,89,768.24
187.33 6,484.11
159.61 3,064.04
25.82 48.36

- 676.29
576.88 57,999.05
400.91 -

8,400.24 2,81,673.20

45,476.56 3,48,120.43

Particulars
ASSETS
Non-Current Assets
Property, plant and equipment
Capital work-in-progress
Investment property
Other intangible assets
Financial assets

Investments
Loans
Other financial assets

Other non-current assets
Total Non-Current Assets

Current Assets
Inventories
Financial Assets

Trade receivables
Cash and cash equivalents
Other bank balances
Loans
Other financial assets

Other current assets
Asset held for sale
Total Current Assets

Total Assets

EQUITY AND LIABIUTIE'
Equity
Equity share capital
Other equity:
Total Equity

Liabilities
Non-Current Liabilities
Financial liabilities

Borrowings
Other financial liabilities

Other non-current liabilities
Provisions

Deferred tax liabilities (net)
Total Non-Current liabilities

Current Liabilities
Financial liabilities

Borrowings
Trade payables
Other financial liabilities

Other current liabilities
Provisions
Current tax liabilities (net) \
Total Current Liabilities ~ t
Total Equity and Liabilities \-, ..(I

2,413.54
(1,95,967.61)

2,413.54
1,23,245.89

(1,93,554.07) 1,25,659.43

- 46,811.29
- 350.72

431.29 482.02
223.32 413.91

- 92.99
654.61 48,150.93

1,95,256.20
7,061.16

16,033.96
1,157.85

52.17
18,814.68

1,16,939.84
15,309.76
23,157.32

875.07
98.99

17,929.09
2,38,376.02 1,74,310.07

45,476.56 3,48,;1\20.43

J

~



Notes to the Consolidated Financia Results:

1. The Corporate Insolvency Resc lution Process ("CIRP") was initiated, on a petition filed by KKR India Financial Services
Private Limited against Kwalitx Limited ("the Company''), which was admitted vide an order dated 11 December 2018
("Insolvency Commencement Date") of the National Company Law Tribunal (''NCLT'), Delhi Bench, under the
provisions of the Insolvency and Bankruptcy Code, 2016 ("the Code''). Shailendra Ajmera IP Registration No. !BBI/IP A-
001/IP-P00304/2017-18/1056 ~ was appointed as Interim Resolution Professional ("IRP") to manage affairs of the
Company in accordance with .he provisions of the Code and thereafter confirmed to continue as the Resolution
Professional ("RP") by the committee of creditors ("CoC'') of the Company in the meeting held on 11 January 2019
under the provisions of the Code. Pursuant to the NCLT order for commencement of the CIRP and in line with the
Provisions of the Code, the po ex of the Board of Directors stand suspended and same is being exercised by IRP / RP.

As the powers of the Board 0 - Directors have been suspended, the above audited consolidated financial results for the
year ended 31 March 2019 hax t not been considered and recommended by the Audit Committee and, consequently by
the Board of Directors.

Since substantial period w.r.t '..lese consolidated financial results for the year ended 31 March 2019 pertains prior to
Insolvency Commencement Date, the same has been signed by Mr. Sanjay Dhingra, Managing Director of the suspended
board and Mr. Sharad Bhanda.i, Chief Financial Officer of the Company, confirming truthfulness, fairness, accuracy and
completeness of the consolid ed financial results for the year ended 31 March 2019. Basis this confirmation by the
Managing Director and Chief. inancial Officer of the Company, these audited consolidated financial results have been
approved by the RP on 31 :r- by 2019 for filing with the stock exchanges. The RP has approved these consolidated
financial results solely for disc+argicg the powers of the Board of Directors of the Company (suspended during CIRP)
which has been conferred UpO:1him in terms of provisions of Section 17 of the Code.
Post the commencement of ::IRP, the Company is continuing to operate as a going concern in terms of the Code.
Prospective resolution applica-ics, who have submitted the Expression of Interest, are in the process of carrying out their
own evaluation for submissio of the resolution plan by the due date as decided by the Coc. An application has been
filled with the Hon'ble NCLT, Delhi Bench for extension of the CIRP period by 90 days (from 180 days to 270 days from
the insolvency commencemen date).

2. The carrying value of tangible =ssets (including capital work in progress of INR 662.16 lakhs) and intangible assets as at 31
March 2019 amounting to IN') 31,820.59 lakhs and INR 95.95 lakhs respectively. As explained in note no. 1 above, the
Company is under CIRP and che RP is required to invite submission of resolution plans from prospective resolution
applicants, which shall be put top for necessary approvals before the CoC and the NCLT. The CIRP is not yet concluded
and hence, the final outcome yet to be ascertained.. The Company has not taken into consideration any impact on the
value of the tangible and intangible assets, if any, in preparation of financial results as required by lod-AS 10 on "Events
after the reporting period". Further, the Company has also not made full assessment of impairment as required by Ind-AS
36 on Impairment of Assets, i any, as at 31 March 2019 in the value of tangible and intangible assets.

3. In accordance with the requir- nents of the IND AS-l08 "Operating Segments", the Company's business consists of one
reportable business segment 1 c., "Manufacturing and Processing of Milk and Milk Products", hence separate disclosures
pertaining to attributabl revenue, profits, assets, liabilities and capital employed are not required.



- ---------------

4. Creditors Claim w.r.t Kwal "y Limited on standalone basis
4a. As a part of the CIRP, creditors of the Company were called to submit their claims to the Interim Resolution

Professional/ Resolution Pro.essional, The Claims received summary position of the same is reproduced below:

Sr.
t Particulars Claims Received * Claims Admitted*

No. (INR in lakhs) (lNR in lakhs)
1 Financial creditors

- Claim for Kwality Limited# 1,85,170.96 1,84,844.25
- Claim for Corporate guarant es given by the Company for credit facility
availed by the wholly owned S osidiary i.e, Kwality Dairy Products FZE 12,200.71 12,200.71
(yet to be recognized in the be ks of account)
Total Financial Creditors 1,97,371.67 1,97,044.96

2 Operational creditors (includir E Employees & workers) 16,743.20 12,976.55
3 Other claims 14,118.26 14,085.47

* Amount claimed till the inso ency commencement date and amount admitted on the basis of verification and collation
of available information from rerecords of Kwality Limited and may be updated / revised as per additional information
received.
# Includes INR 117.92 lakhs il relation to uri-invoked bank guarantees admitted as contingent claim without any voting
lli!hts
The RP is in the process of ve ify:ing and accepting the claims submitted by the creditors as per the Code. Consequential
impact of claims being higher t un the book balances, if any, has not been considered and will be appropriately dealt with
basis the resolution plan, if any . pproved by the NCLT going forward.

4b. The Company has not provided any liability towards interest, penal interest charges and any foreign currency fluctuation
on claims by financial creditors for the period w.e.f the Insolvency Commencement Date, since as part of the CIRP, the
claims for interest, penal intere l charges and foreign currency fluctuation can impact their claims in Form C only till the
date of commencement of CIT ) in the Co.rporate Debtor. The aggregate claims submitted by the Financial Creditors
exceeded the amount as appea ng in the books of accounts. Further, in respect of operational / other creditors the
process of submitting claims is a-going and is under reconciliations with amount as appearing in the books of accounts.
Pending reconciliations and fina outcome of the CIRP, no provision in the books of accounts has been made for excess
claims submitted in respect of lnancial creditors and no accounting effect in respect of operational/other creditors has
been given.

5. The tax payable (including inte est) amounting to INR 18,814.68 lakhs under the Income Tax Act of 1961 for the
assessment years 2016-17, 2017·18 and 2018-19, which has not been paid by the Company. The Company in the prior
years invested in development c , new manufacturing facility for production of 'Value Added Products' at Plant Softa
(palwal). In view of the said ex ransion and to part fund the working capital requirements, there have been delays in
payment of income-tax dues. 11 Company has received orders from the income tax authorities under Section 279(1)
read with Section 276C (2) for tl e assessment years 2016-17 and 2017-18 for prosecution due to non - payment of such
taxes. Interest up to the insolvenc commencement date has been provided in the books of accounts of the Company. At
this stage no penalty has been in _,osed by income tax department, therefore it is not possible to predict the outcome in
future. Further assessment proceedings under Section 132 under the Income Tax Act of 1961 have been initiated, the
Company currently is not in a po~ tion to ascertain jhe consequential impact, if any. It may be noted that the income tax
department has already filed a cia.m (i.e, Form B) under the Insolvency and Bankruptcy Code, 2016 aggregating INR
10,488.44lakhs, which includes cl..m towards tax payable for the assessment years 2016-17 and 2017-18.

Further, the Company has not paid the income tax for the assessment year 2018-19 amounting to INR 7,187.81 lakhs.
Consequently, the Company was nable to file the electronic return to the Income Tax Department The Company have
submitted to the income tax depar nent the manual return in hard copy, which was duly acknowledged.

There is an outstanding IDS _,. INR 493.49 lakhs (includes INR 417.11 lakhs outstanding as on insolvency
commencement date) payable as or 31 March 2019. Interest payable on the outstanding IDS is estimated at INR 48.85
lakhs (includes INR 42.58 lakhs w .h respect to dues outstanding as on insolvency commencement date), which has not
been recognised in the books of account, It may be noted that the Income Tax Autho .. s have filed a claim of INR
452.60 lakhs (includes interest of _ 42.12 lakhs) as on insolvency commencement dat , jhiCh will be dealt basis the

resolutionplan. if=r. '~::;L: b~ LT going!)o<w~ ,~k,""L~ . ~d
.~ ~A¢>.§'.



6. "Other Expenses" as stated in the income statement for the year ended 31 March 2019, include adjustment on these
accounts, as enumerated below

.
Holding SubsidiaryParticulars

Company Company
Total

INR in lakhs
Provision for doubtful debtors 1,59,719.70 18,565.57 1,78,285.27

Bad Debts Written Off 10,251.16 - 10,251.16

Provision for doubtful advances 20,281.86 9,117.09 29,398.95
Scheme / Discount 76,084.61 - 76,084.61
Write-off of Property, Plant and Equipment 6,655.01 4.71 6,659.72
Impairment of Fixed Assets - 203.13 203.13
Discard ofPacki1:lg_Material 212.87 - 212.87
Total 2,73,205.21 27,890.50 3,01,095.71

7. The Company has issued Non- Anverti.ble Debentures (NCDs) to KKR Capital Markets India Private Limited, KKR
India Debt Fund I, KKR India Debt Opportunity Fund III and BOI AXA Credit Risk Fund ('Debenture Holders,)
aggregating INR 10,000.00 lakh during June 2016. Per Section 71 of the Companies Act, 2013 is required to create
Debenture Redemption Reserve ind invest or deposit amounts as per the Rule 18 of Companies (Share Capital and
Debentures) Rules, 2014. The C< npany has not complied with the requirements of Debenture Redemption Reserve due
to stressed financial condition. S, bsequently on commencement of CIRP, the Debenture Holders have filed their claims
in Form C and the same will be d -alt with as per the provisions for the Code.

Trade payables include foreign c~rrency balances outstanding amounting to INR 268.70 lakhs for more than one year
from the date of goods receipt ore, Similarly, trade receivables include foreign currency balances amounting to INR
13,829.48 lakhs which is pendir ~ for collection for more than one year from the date of invoices. Therefore, the
Company has made provision fo INR 13,829.48 lakhs, which is included under provision for doubtful debtors as per
Note 6 above.

8.

9. Effective from 1 April 2018, the Company has adopted IND AS 115 using cumulative effect method and the comparative
information is not restated. The ac option of the standard did not have any material impact on the result of the Company.

10. Due to recession in global dairy n arket and general trade scenario especially in Gulf & GCC countries, the demand and
profit margin in dairy products educed. Further, the introduction of VAT in Dubai from January 1, 2018, further
impacted the business. Due to slowdown in business in Dubai, there were very slow recovery from customer/ debtors in
past Recovery of dues from custo xiess] debtors further reduced/ stopped as the Company was not in position to supply
the required material due to non-, \ ailability of working capital. The same leads to severe liquidity crunch and Company
had decided to discontinue the business operations of wholly owned subsidiary (Kwality Dairy Products FZE). As at
March 31, 2019, the net-worth of tne subsidiary has been completely eroded. Accordingly, the financial statements have
been prepared assuming the subsidiary will not continue as a going concern. Current Assets and liabilities are stated at the
values at which they are realizable and payable. Investment property(s) is valued on the basis of realizable value (Assets
held for sale). .

. 11. The figures for the previous perio: s have been regrouped/ rearranged wherever necessary.

at under corporate insolvency resolution pr

Place: Delhi
Date: 31 May 2019

. Jirw.i ;).-w..~~
Sanjay ~ /"Sharad Bhandari
(My!agiOg ~~:ctor) (Chief Financial Officer)

" --f~(NE
....1 ot.t.-

(Resolution ofessional)
IP Registratio No. IBBI/IPA-OOl
/IP-P00304/ 17-18/10568



B. Rattan & Assoc ires
Chartered Accountants

E-mail: brabk121@gmail.co
Website: www.brattan.co.ir

84, 2nd Floor
New Rajdhani Enclave
Near Preet Vihar Metro Station
Gate No.1, New Oelhi-110 092
Ph.: 011-22448384

Auditors' Report on Conse Ildated Quarterly Financial Results and Year to Date Results of Kwality Limited

pursuant to Regulation 33 of SESI {Listing Obligations and Discfosure Requirements} Regulations, 2015

To

The Resolution Professiona of

Kwality Limited

{A company under Corporate Insolvency Resolution Process {'CIRP'} by NCLT order}

1. We have audited the ccompanying Statement containing the Annual Audited Consolidated Financial Results
of Kwality Limited (h ·reinafter referred to as "the Company") and its subsidiary ("Kwality Dairy Products

FZE") (the Holding Ccmpanv and its' subsidiary together referred to as "the Group") for the year ended

March 31, 2019 together with the notes thereon (hereinafter referred to as the "the Statement") attached

herewith, which we h. ve signed under reference to this report, being submitted by the Company pursuant to

the requirement of Regulation 33 of the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirerne-its) Regulations, 2015, read with Circular No. CIR/ CFD/ FAC/ 62/ 2016 dated s" July,
2016.

The Hon'ble National .:ompany Law Tribunal (NCLT), Delhi Bench, by an order dated 11 December 2018

admitted the Corpora ~ Insolvency Resolution Process (CIRP) application filed against Kwality Limited ("the

Company"), and appo nted Mr. Shailendra Ajmera as the Interim Resolution Professional ("IRP") in terms of

the Insolvency and B nkruptcy Code, 2016 ("the Code") to manage the affairs of the Company as per the

provisions of the Code Further, the Committee of Creditors constituted during the CIRP of the Company in its

meeting dated 11 Jan rarv 2019, confirmed the IRP as the Resolution Professional ("RP") for the Company. In

view of pendency of t ~ CIRP the management of affairs of the Company and power of Board of Directors are

now vested with RP. These Consolidated Financial Statements have been prepared by the management of

the Company and cer fied by Mr. Sanjay Dhingra who is the Managing Director of the suspended Board, Mr.

Sharad Bhandari, Chief Financial Officer, and approved by Resolution Professional.

The consolidated yea to date financial results have been prepared from consolidated financial statements,

which are responsibil t'l of the company's management. Our responsibility is to express an opinion on these

consolidated financia esults based on our audit of such consolidated financial statements, which have been

prepared as specifiei under Section 133 of the Companies Act, 2013 read with relevant rules issued

thereunder and other accounting principles generally accepted in India.

2. We conducted our ai oit in accordance with the Standards on Auditing issued by the Institute of Chartered

Accountants of India Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial results are free of material misstatements. An audit includes

examining, on a test basis, evidence supporting the amounts disclosed as financial results. An audit also

includes assessing it e accounting principles used and significant estimates made by management. We

believe that our audit provides a reasonable basis for our qualified opinion.
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3. BASIS FOR QUAUFIED OP NION

a. The Company has ir urred a Net loss of INR 321,614.91 lakhs resulting into net accumulated losses of
INR 195,967.61 lakbs and erosion of its Net worth as at March 31, 2019. The company has obligations
towards lenders, credttors and other agencies where reconciliation/ verification is in process pursuant to
ongoing Corporate I olvency Resolution Process (CIRP). These conditions may indicate the existence of
a material uncertalr+v that may cast significant doubt on the Company's ability to continue as going
concern and therefo e the Company may be unable to realize its assets and discharge its liabilities in the
normal course of bi, siness. The ultimate outcome of these matters is at present not ascertainable.
Accordingly, we are unable to comment on the consequential impact, if any, on the accompanying
consolidated financia statements.

b. Note 4 to the statement, in respect of various claims, submitted by the financial creditors, operational
creditors, workmen I employee and authorized representative of workmen and employees of the
Company to Resolutloo Professional of Company, that are currently not fully admitted/ accepted by the
Resolution Professiona of Company. No provision of such excess claims has been made in the books of
accounts and no acco mting effect is given in respect of such claims. Therefore, we are unable to
comment on the consequential impact, if any, on the accompanying statement. Further the Company
had given Corporate s.Jarantee in favor of its subsidiary "Kwality Dairy Products FZE" against which
banks have submitted the claims to RP amounting to INR 12,200.71Iakhs. RP has admitted these claims
but Holding Company t- as not made any provision in its books of accounts in respect of the same.

c. Note 6 to the stateme _, the Company has provided for Doubtful debts to the tune of INR 1,59,719.70
lakhs (including export receivables amounting INR 13,829.48 lakhs - Note 8) during the year ended 31
March, 2019 towards 'lon-recovery of long pending over dues. The remaining trade receivables
amounting to INR 2,56 15 lakhs outstanding for more than 120 days is also having an unascertainable
financial impact.

4. EMPHASIS OF MATTER
a. We draw attention to Note 7 of the statement, the Holding Company has issued Non-Convertible

Debentures (NCDs) to KKq Capital Markets India Private Limited, KKR India Debt Fund I, KKR India Debt

Opportunity Fund III anc 1301 AXA Credit Risk Fund ('Debenture Holders') aggregating INR 10,000.00 lakhs

during June 2016. Per section 71 of the Companies Act, 2013 is required to create Debenture

Redemption Reserve and nvest or deposit amounts as per the Rule 18 of Companies (Share Capital and

Debentures) Rules, 2014 The Holding Company has not complied with the requirements of Debenture

Redemption Reserve due to stressed financial condition. Subsequently on commencement of CIRP, the

Debenture Holders have I ed their claims in Form C and the same will be dealt with as per the provisions

for the Code.

b. We draw attention to Note 6 of the statement, the Company has made provisions/written off having

total impact of INR 3,01,0 5.71lakhs (Bad debts Written off amounting to INR 10,251.16 Lakhs, Provision
for Doubtful Trade Rece .ables amounting to INR 1,78,285.27 lakhs, Written off Property, Plant &

Equipment amounting to I'IIR6,659.72 lakhs, Impairment of Fixed Assets amounting to INR 203.13 lakhs,

Discarded packing mater al amounting to INR 212.87 lakhs, and Provision for doubtful advances

amounting to INR 29,398 35 lakhs, out of which INR 20,281.86 made on account of advances for

purchase of AMCUs to be adjusted against future purchase of milk as there will be no supply in future,

and INR 9,117.091<:,khs for Provision for other doubtful advances of subsidiary). In addition to above, the

Holding Gompany has incu red INR 76,084.61Iakhs towards Scheme / Discount during the year ended 31

March 2019.
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c. We draw attentio- to the Note 2 to the consolidated financial statements, the carrying value of tangible

assets (including apltal work in progress of INR 662.16 lakhs) and intangible assets as at 31 March 2019

amounting to IN!' 31,820.61 lakhs and INR 95.95 lakhs respectively. The CIRP is not yet concluded and

hence, the final outcome is yet to be ascertained. The Company has not taken into consideration any

impact on the va ve of the tangible and intangible assets, if any, in preparation of financial results as
required by Ind-AS 10 on "Events after the reporting period". Further, the Company has also not made

full assessment 0 mpairment as required by Ind-AS 36 on Impairment of Assets, if any, as at 31 March

2019 in the value of tangible and intangible assets.

d. We draw attention to note 5 to the statement, the tax payable (including interest) amounting to INR
18,814.68 lakhs under the Income Tax Act of 1961 for the assessment years 2016-17, 2017-18 and 2018-
19, which has no oeen paid by the Company. The Company in the prior years invested in development
of new manufact ing facility for production of 'Value Added Products' at Plant Softa (Palwal). In view of
the said expansi 1 and to part fund the working capital requirements, there have been delays in
payment of lncome-tax dues. The Company has received orders from the income tax authorities under
Section 279(1) re ~ with Section 276C (2) for the assessment years 2016-17 and 2017-18 for prosecution
due to non - pa 'Tlent of such taxes. Interest upto the insolvency commencement date has been
provided in the b oks of accounts of the Company. At this stage no penalty has been imposed by income
tax department, t"erefore it is not possible to predict the outcome in future. Further assessment
proceedings under Section 132 under the Income Tax Act of 1961 have been initiated, the Company
currently is not h a position to ascertain the consequential impact, if any. It may be noted that the
income tax depar' nent has already filed a claim (Le. Form B) under the Insolvency and Bankruptcy Code,
2016 aggregating NR 10,488.44 lakhs, which includes claim towards tax payable for the assessment
years 2016-17 an j 2017-18.

Further, the Company has not paid the income tax for the assessment year 2018-19 amounting to INR
7,187.81 lakhs. Co-isequenttv, the Company was unable to file the electronic return to the Income Tax
Department. The ..:ompany have submitted to the income tax department the manual return in hard
copy, which was (luly acknowledged.

There is an outste rding TDS of INR 493.49 lakhs (includes INR 417.111akhs outstanding as on insolvency

commencement date) payable as on 31 March 2019. Interest payable on the outstanding TDS is

estimated at INR 18.85 lakhs (includes INR 42.58 lakhs with respect to dues outstanding as on insolvency

commencement ste), which has not been recognised in the books of account. It may be noted that the

Income Tax Authortttes have filed a claim of INR 452.60 lakhs (includes interest of INR 42.12 lakhs) as on

insolvency commencement date, which will be dealt basis the resolution plan, if any, approved by the

NCLTgoing forward.
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e. We draw the att=ntion Notes 10 of the statement, Kwality Dairy Products FZE, the Subsidiary of the

Company in the year 2018-19 has decided to discontinue the business operations and, the financial

statements of the same have been prepared on the basis of assumption that the subsidiary company will
not continue as gomg concern.

As the financial statements have been prepared assuming the subsidiary Company will not continue as a
going concern, al assets & liabilities are measured at their net realizable values. Buildings held for long-

term rental yields and/or capital appreciation and which are not occupied by the subsidiary company are
classified as investment property under non-current assets. Investment property(s) is valued on the basis

of realizable valu ' (Assets held for sale). As the recoverable/ realizable amount of an asset is estimated

to be less than its carrying amount, the carrying amount of the asset is reduced to its

recoverable/reali able amount. An impairment loss is recognised as an expense. Also, the depreciation
on investment pr roerties is being charged upto November 30, 2018.

The subsidiary has incurred losses, its liabilities exceeded total assets and its net worth has been fully

eroded. In view of the continuing default in payment of dues, certain lenders have sent notices/letters

recalling their loans given and called upon the Subsidiary Company to pay entire dues and other
liabilities, receipt of invocation notices of corporate guarantees given by the Parent Company (M/s

Kwality Limited), while also invoking the personal guarantee of Guarantors. Certain lenders have also

issued legal notices and/or filed petition/ cases for recovery of loans before various authorities. The

Holding Compan M/s Kwality Limited is under corporate insolvency resolution process ("CIRP") under

the Insolvency ar d Bankruptcy Code, 2016 vide an order of the Delhi Bench of the National Company

Law Tribunal ("N::~T") dated 11th December, 2018. Upon default in payment of dues, Bank of Baroda,

Dubai & lOBI Ban«, Dubai had invoked the corporate guarantee given by the Holding Company (M/s
Kwality Limited) 3'1d filed their claim of AED 62252483.12 (INR 122,00,70,641) with respect to dues of

M/s Kwality Dairv Products FZE upto December 10, 2018 with the Resolution Professional of Holding

Company.

f. Our opinion is nc qualified in respect of these matters

5. Other Matters
We did not audit thr financial statements of 1 (one) subsidiary included in the consolidated year to date
financial results, who e financial statements reflect total Assets of INR 414.04 lakhs as at 31st March 2019, as

well as Total Revenue of INR 4,087.95 lakhs as at 31st March 2019. These financial statements and other

financial information "lave been audited by other auditor whose report has been furnished to us, and our
opinion on the year C' date results, to the extent they have been derived from such financial statements is

based solely on the report of such other auditors.

Our opinion is not qua ified in respect of this matters.
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6. Except for the matters o~ated in paragraph 3 above, in our opinion and to the best of our information and

according to the explan ions given to us these Statement:

i. is presented ir accordance with the requirements of Regulation 33 of the SEBI (Listing Obligations

and Disclosure Requirements) Regulations, 2015; and

ii. give a true ana fair view of the net loss and other financial information for the year ended March 31,

2019.

7. The financial results of e company for the year ending March 31, 2018 were audited by MSKA & Associates,

Chartered Accountants vho expressed unmodified opinion dated May 28, 2018.

'--

For B. RATTAN & ASSOCIATES
Chartered Accountants

(FRN: 011798N)

~
Ashish Kumar

Partner
Membership Number: 182021

Place: New Delhi
Date: May 31, 2019



KW ALITY LThflTED
(a ornpany under corporate insolvency resolution process vide NCL T order)

ANNEXURE-I
Statemen n Impact of Audit Qualifications (for audit report with modified opinion)

submitted along-with Annual Audited FinanciaJ Results

(Consolidated)

,
Statement on Jm~&, of Audit Qualifications fur the Financial Year ended March 3", 2019

(See Regula ,.0 33 /52 of the SEBI (LODR) (Amendmeot) Regulatioos, 20 (6)

Audited Figures Adjusted Figures

I. SI. Particulars (as reported (audited figures after
No. before adjusting for adj usting for

qualifications) qualifications)

1. Turnover / Total inco-r e 2,13,468.95 2,13,468.95

2. Total Expenditure 5,35,170.86 5,35,170,86

3. Net Profit/CLoss) (3,21,614.91) (3,21,614.91)

4. Earnings Per Share (133.25) (133.25)

5. Total Assets 45,476.56 45,476.56

6. Total Liabilities 2,39,030.63 2,39,030.63

7. Net Worth (1,93,554.07) (1,93,554.07)

Any other financial ire (5) (as felt appropriate by the

8. management) - -
n. 1. Audit Qualification (each a udit qualification separately):

a. Details of Audit Qual fcation

a. The Company has ncurred a Net loss of lNR 321,614.91 lakhs resulting into net accumulated losses of lNR

195,967.61 lakhs and erosion of its Net worth as at March 31, 2019. The company has obligations towards lenders,

creditors and other a. ncies where reconciliation! verification is in process pursuant to ongoing Corporate

Insolvency Resolution ... ocess (CIRP). These conditions may indicate the existence of a material uncertainty that

may cast significant do ,t on the Company's ability to continue as going concern and therefore the Company may

be unable to realize its «ets and discharge its liabilities in the normal course of business. The Ultimate outcome of

these matters is at prese t not ascertainable. Accordingly, we are unable to comment on the consequential impact, if

any, on the accompanying consolidated financial statements.

b. Type of Audit Qualific.. ton: Qualified Opinion t Qisslaiml!f efGllilliea t ,6,e','eFS8 Giliaiea

c. Frequency of qualiflca ion: Appeared first time

d. For Audit QualiJicatior 4) where the impact is quantified by the auditor, Management's Views: NA

e. For Audit QualificatioD~) where the impact is DOtquantified by the auditor:

(i) Management's estimatk 0 on the impact of audit quaJification: NA

(ii) If management is uoabl o estimate tbe impact, reasons for the same:

Kwality Limited (the Ccrrpany') is under Corporate Insolvency Resolution Process ('CIRP') and is continuing to
operate as a going concc in terms of the Insolvency and Bankcrupcy Code ('the Code). Under the Code, the
Prospective resolution apr cants are required to submit the resolurion plan by the due date. Until the resolution plan
is submitted and is approv by the CDC/NCLT, it is not possible to ascertain the impact,

(iii) Auditors' Comments on or (ill above:

Refer "Basis for Qualified pinion"in audit reporrthe same is self explanatory.

2. Audit Qualification (each audit ~ualification separately):
a. Details of Audit Qualiflca ncn

b. Note 4 to the statement, 1 respect of various claims, submitted by the financial creditors, operational creditors,
workmen or employee and 1uthorizerl representative of workmen and employees of the Company to Resolution
Professional of Company, L at are currently not fully admitted! accepted by the Resolution Professional of Company.
No provision of such exces claims has been made in the books of accounts and no accounting effect is given in
respect of such claims. T' -refore, we are unable to comment on the consequential impact, if any, on the

~

accompanying statement. F ther the Company had given Corporate guarantee in favor of its subsidiary "Kwality
Dairy Products FZEu agains vhich banks have submitted the claims to RP amounting to INR 12,200.71lakhs. RP
has admitted these claims b .t Holding Company has not made any provision in its books of accounts in respect of,

f the same..
\ -, b. Type of Audit Oualilicatio. Qualified Opinion

. . . A. n, ..

-~ 'c. Frequency of qualification Appeared first time- ~

(All amount in lNR lakhs unless otherwise stated)

(



d. For Audit QLa ification(s) where the impact is quantified by the auditor, Management's Views: The
company had iven Corporate guarantee in favor of its subsidiary "Kwality Dairy Products FZE" against which
banks have su r-iitted the claims amounting to INR L2,200.71 lakhs and the claim has been admitted whereas the
company (1(\\ ty Limited) has not made any provision in books of accounts of holding company in respect of the
same. (Impact to the extent quantifiable)

e. for Audit Qu lification(s) where the impact is not quantified bl' the auditor:
(i) Management' "stimation on the impact of audit qualification: NA
(ii) IT managemer. IS unable to estimate the impact, reasons for the same: Since the Company is under CIRP and the

process of reee 'It and acceptance of the claims submitted by the creditors as per the Code is ongoing, it is difficult to
readily ascertain the impact However, the consequential impact will be determined once the CIRP process is
complete and tl e same will be dealt as per the resolution plan, if any, approved by the NCLT going forward.

(iii) Auditors' Corr uients on (i) or (ii) above:
Refer "Basis fo ~ualified Opinion"in audit report read with the notes to the consolidated financial results, the same
is self explanatr "Y.

3. Audit Qualification teach audit Qualification separately):
a. Details of Aud. Qualification

Note 6 to the mement, the Company has provided for Doubtful debts to the tune of INR 1,59,719.70 lakhs
(including expo receivables amounting INR 13,829.48 lakhs - Note 8) during the year ended 31 March, 2019
towards non-reco -ery of long pending over dues. The remaining trade receivables amounting to INR 2,567.15 lakhs
outstanding for ore than 120 days is also having an unascertainable financial impact.

b. Type of Audit Qualification: Qualified Opinion
. . n.' .

c. Frequency of Qualification: Appeared first time
d. For Audit Qu Ification(s) where the impact is quantified by the auditor, Management's Views: The

Company has al.eady made provision for doubtful debts of INR 159,719.70 lakhs. Further, management is reasonbly
certain of recover' from outstanding trade receivables.

e. For Audit Qual I cation(s) where the impact is not quantified by the auditor:
(i} Manasement's estimation on the impact of audit Qualification: NA
(ii) IT management ~ unable to estimate the impact, reasons for the same: NA
(iii) Auditors' Coma ents ooill or (ii) above: NA "
\ \

Ill. Sil!:n'atories:, 1\
).~B~7:::·

~ .

S~~~S,"j'Y~
Managing ector ChierFinancial Officer Resolutir II Pro sional
Place: New Delhi
Date: May31, 2019

{~ 6F t-\ J~ I
Auditors: ~.... ./ /. v

Refer our Independent A cltors'Repcrt dated 31 May 20[9 on Consolidated Financial Results of the Company

For B. Rattan & Associate
Chartered Accountants

(R'~'~ OU-"N) d!:
Ashish Kumar :;,.>
Partner
Membership Number: 1820:'1

Place: New Delhi
Date: May 31,2019


