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INDEPENDENT AUDITO ' REVIEW REPORT

To
The Resolution Professional of Kwality limited

(A company under Cor orate Insolvency Resolution Process ('CIRP') as per NClT order)

1. We have reviewe the accompanying Statement of Standalone Financial Results of Kwality

Limited (the "CO any") for the quarter ended June 30, 2019 ("the Statement"), being

submitted by the Company pursuant to the requirement of Regulation 33 of the Securities and

Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015, as

amended.

The Hon'ble Nati nal Company law Tribunal (NClT), Delhi Bench, by an order dated 11
December 2018 a itted the Corporate Insolvency Resolution Process (CIRP) application filed

against Kwality Li ited (lithe company"), and appointed Mr. Shailendra Ajmera as the Interim

Resolution Profes onal ("IRpl
) in terms of the Insolvency and Bankruptcy Code, 2016 (lithe

Code") to manage the affairs of the Company as per the provisions of the Code. Further, the

Committee of Credrtors constituted during the CIRP of the Company in its meeting dated 11

January 2019, confrmed the IRP as the Resolution Professional ("Rp") for the Company. In view

of pendency of thp CIRP the management of affairs of the Company and power of Board of

Directors are now" ested with RP. These Standalone Financial Statements have been prepared

by the Managemert of the Company and Certified by Mr. Sharad Bhandari, Chief Financial

officer ('CFO'), and approved by Resolution Professional of the Company.

The preparation cf the Statement in accordance with the recognition and measurement

principles laid dow r in Indian Accounting Standard 34 "Interim Financial Reporting" ("Ind AS

34") prescribed und r Section 133 of the Companies Act, 2013 read with relevant rules issued

thereunder. Our res onsibility is to issue a report on the Statement based on our review.

We conducted ou review in accordance with the Standards on Review Engagements (SRE)

2410 "Review of Irterim Financial Information Performed by the Independent Auditor of the

Entity", issued by tre Institute of Chartered Accountants of India. This standard requires that

we plan and perfor the review to obtain moderate assurance as to whether the Statement is

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 h-ave nor performed an audit and accordingly, we do not express an audit opinion.

We believe that ou review provides a reasonable basis for our modified conclusion.
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2. BASIS FOR MODIF ED CONCLUSION

a. The Company "as incurred a Net loss of INR 6213.15 lakhs and erosion of its Net worth as
at June 30, 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 uncert inty that may cast significant doubt on the Company's ability to continue as
going concern a d therefore the Company may be unable to realize its assets and discharge
its liabilities in the normal course of business. 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 standalone financial statements.

b. We draw attertion to note 4 to the statement, in respect of various claims, submitted by
the financial creditors, operational creditors, workmen or employee and authorized
representative of workmen and employees of the Company to Resolution Professional. No
provision of exc ss claims has been made in the books of accounts and no accounting effect
is given in r spect of such claims. Therefore, we are unable to comment on the
consequential pact, if any, on the accompanying statement.

3. EMPHASIS OF MATTER

a. We draw attertion to note 2 to the standalone financial statements, the carrying value of

tangible assets (including capital work in progress of INR 662.16 lakhs) and intangible assets

as at 30 June 019 amounting to INR 30~36.63 lakhs and INR 87.28 lakhs respectively. The

CIRP is not yet concluded and hence, the final outcome is yet to be ascertained. The

Company has '1 t taken into consideration any impact on the value of the tangible and

intangible ass ts, if any, in preparation of financial statement as required by Ind-AS 10 on

"Events after the reporting period". Further, the Company has also not made full

assessment of I pairment as required by Ind-AS 36 on Impairment of Assets, if any, as at

30 June 2019 i the value of tangible and intangible assets.

b. We draw attertion to note 5' to the statement, the tax payable (including interest)
amounting to IN 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 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 inc e 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 had been initiated, the Company currently is not in a position to ascertain the
consequential i act, if any. It may be noted that the income tax department has already
filed a claim (i.e orm B) under the Insolvency and Bankruptcy Code, 2016 aggregating INR
24290.52 lakhs( ncludes INR 5567.93 lakh W.r.t AY 2017-18 u/s 140(A) which has been
inadvertently clai ed twice), which includes claim towards tax payable for the assessment
years 2016-17, 2C17-18 and 2018-19. Claim aggregating INR 17798.69 lakh has been
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accepted by RF-which will be dealt basis the resolution plan, if any, approved by the NCLT
going forward.

There is an outstanding TDS of INR 489.531akhs (includes INR 417.111akhs outstanding as on

insolvency com encement date) payable as on 30 June 2019. Interest payable on the

outstanding TDS is estimated at INR 86.27 lakhs (includes INR 80.12 lakhs with respect to

dues outstandin 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 lak"l (includes interest of INR 42.12 lakhs) as on insolvency commencement

date, which wtl be dealt basis the resolution plan, if any, approved by the NCLT going

forward.

c. The Company "las not recognized interest payable on loans and borrowings after December

11, 2018, the s me is not quantified by the company so we're unable to comment on the

financial impact of the same.

Our concluslor- s not modified in respect of these matters.

4. Except for the matters stated in paragraph 3 above, in our conclusion and to the best of our

information and according to the explanations given to us these Statement:

i. is present d in accordance with the requirements of Regulation 33 of the SEBI (Listing

Obligations and Disclosure Requirements) Regulations, 2015; and

ii. give a true and fair view of the net loss and other financial information for the quarter

ended June 30, 2019.

5. The financial results of the company for the quarter ending June 30, 2018 were reviewed by

MSKA & Associates Chartered Accountants who expressed modified opinion dated September

14,2018.

For B. RATTAN & ASSOCIATES
Chartered Accountants

(FRN: 011798N)

Partner
Membership Number:

Place: New Delhi
Date: August 19, 2019
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INDEPENDENT AUDITO 5' REVIEW REPORT

To
The Resolution Professi al of
Kwality Limited
(A company under Corpo ate Insolvency Resolution Process ('CIRP') as per NClT order)

1. We have reviewed the accompanying Statement of Consolidated Financial Results of Kwality

Limited (the "Company") and its subsidiary (tlKwality Dairy Products FZE") for the quarter

ended June 30, 2019 together with the notes thereon (hereinafter referred to as "the

Statement") attach d herewith which we have 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 Requirements) Regulations, 2015,

read with Circular o. CIR/ CFD/CMD1/ 80/ 20/ 2019 dated July 19, 2019.

The Hon'ble Nati ral Company law Tribunal (NCLT), Delhi Bench, by an order dated 11

December 2018 a mitted the Corporate Insolvency Resolution Process (CIRP) application filed

against Kwality Lirrited (lithe company"), and appointed Mr. Shailendra Ajmera as the Interim
Resolution Profess onal ("IRpl

) in terms of the Insolvency and Bankruptcy Code, 2016 (lithe

Code") to manage t-ie affairs of the Company as per the provisions of the Code. Further, the

Committee of Cre itors constituted during the CIRP of the Company in its meeting dated 11
January 2019, confir ed the IRP as the Resolution Professional ("Rp") for the Company. In view

of pendency of th CIRP the management of affairs of the Company and power of Board of

Directors are nov. vested with RP. These Consolidated Financial Statements have been

prepared by the anagement of the Company and Certified by Mr. Sharad Bhandari, Chief

Financial officer ('(1=0'), and approved by Resolution Professional of the Company ..

The preparation f the Statement in accordance with the recognition and measurement

principles laid down in Indian Accounting Standard 34 "Interim Financial Reporting" ("Ind AS

34") prescribed und r Section 133 of the Companies Act, 2013 read with relevant rules issued

thereunder Our responsibility is to issue a report on the Statement based on our review.

2. We conducted ur review in accordance with the Standards on Review Engagements (SRE)

2410 "Review of Interim Financial Information Performed by the Independent Auditor of the

Entity", issued by' the Institute of Chartered Accountants of India. This standard requires that

we plan and perform the review to obtain moderate assurance as to whether the Statement

is free of mate-tal 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 an audit and accordingly, we do not
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express an audi opinion. We believe that our review provides a reasonable basis for our

modified conclu i n.

3. BASIS FOR MODIFIED CONCLUSION

a. The Company has incurred a Net loss of INR 6461.811akhs and erosion of its Net worth as
at June 30, 201 . The company has obligations towards lenders, creditors and other
agencies where ~econciliation/ verification is in process pursuant to ongoing Corporate
Insolvency Reso ution Process (CIRP). These conditions may indicate the existence of a
material uncerta nty that may cast significant doubt on the Company's ability to continue as
going concern a d therefore the Company may be unable to realize its assets and discharge
its liabilities in He normal course of business. The ultimate outcome of these matters is at
present not asc rtainable. Accordingly, we are unable to comment on the consequential
impact, if any, or he accompanying standalone financial statements.

b. We draw attentio to note 4 to the statement, in respect of various claims, submitted by
the financial creditors, operational creditors, workmen or employee and authorized
representative ot orkmen and employees of the Company to Resolution Professional. No
provision of exce s 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 imp ct, if any, on the accompanying statement.

4. EMPHASIS OF MAnER

a. We draw attentio-i to note 2 to the consolidated financial statements, the carrying value of

tangible assets (inc uding capital work in progress of INR 662.16 lakhs) and intangible assets

as at 30 June 2019 amounting to INR 30936.63 lakhs and INR 87.28 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 value of the tangible and

intangible assets, f any, in preparation of financial statement as required by Ind-AS 10 on

"Events after th reporting period". Further, the Company has also not made full

assessment of im airment as required by Ind-AS 36 on Impairment of Assets, if any, as at

30 June 2019 in th value of tangible and intangible assets.

b. We draw attentior 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 not been paid by the Company. The
Company has recei ed orders from the income tax authorities under Section 279(1) read
with-Section 276C ( ) for the assessment years 2016-17 and 2017-18 for prosecution due to
non - payment of s ch taxes. Interest upto the insolvency commencement date has been
provided in the bo ks of accounts of the Company. At this stage no penalty has been
imposed by income t x 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 had been init ated, the Company currently is not in a position to ascertain the
consequential impact, if any. It may be noted that the income tax department has already _
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filed a claim (i. . Form B) under the Insolvency and Bankruptcy Code, 2016 aggregating INR
24290.52 lakhs( ncludes INR 5567.93 lakh w.r.t AY 2017-18 u/s 140(A) which has been
inadvertently claimed twice), which includes claim towards tax payable for the assessment
years 2016-17, 2017-18 and 2018-19. Claim aggregating INR 17798.69 lakh has been
accepted by RP hich will be dealt basis the resolution plan, if any, approved by the NCLT
going forward.

There is an outstanding TDS of INR 489.53 lakhs (includes INR 417.11lakhs outstanding as on

insolvency commencement date) payable as on 30 June 2019. Interest payable on the

outstanding TO. is estimated at INR 86.27 lakhs (includes INR 80.12 lakhs with respect to

dues outstandi g 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 lakt-s (includes interest of INR 42.12 lakhs) as on insolvency commencement

date, which wil be dealt basis the resolution plan, if any, approved by the NCLT going

forward.

c. The Company as not recognized interest payable on loans and borrowings after December

11, 2018, the same is not quantified by the company so we're unable to comment on the

financial impact f the same.

d. We draw atter tion to Note 7 to the consolidated Financial Statement, wholly owned

subsidiary (Kwa ity Dairy Products FZE)discontinued the business in the financial year 2018-

19 due to recession in global market. The Current assets and liabilities are stated at the

values at whicr they are realizable and payable. Investment property(s) is valued on the

basis of realiza I value (Assets are held for sale).

Our conclusion s not modified in respect of these matters.

5. Other Matters
We did not revie the Financial statement of 1 (one) subsidiary included in the Consolidated

Financial Stateme ts for quarter 'ended June 30, 2019. This Financial statement and other

Financial information have been reviewed by another auditor whose report has been

furnished to us. lour opinion on quarter ended June 30, 2019, to the extent they have

been derived frorr- such Financial statement is based solely on the report of such auditor.

Our conclusion is not modified in respect of these matters.
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6. Except for the m tters stated in paragraph 3 above, in our opinion and to the best of our

information and according to the explanations given to us these Statement:

i. is present d in accordance with the requirements of Regulation 33 of the SEBI (Listing

Obligations nd Disclosure Requirements) Regulations, 2015; and

ii. give a true and fair view of the net loss and other financial information for the quarter

ended Jun 30, 2019.

For B. RATTAN & ASSOCIATES
Chartered Accountants

(FRN: 011798N)

B.K.Karn
Partner

Membership Number:
Place: New Delhi
Date: August 19, 2019
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