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HARIBHAKTI & CO. LLP

Chartered A

Limited Review Report on the Unaudited Financial Results for the quarter ended June 30,
2016

To the Board of Directors

Educomp Solutions Limited

1)

Z)

3)

We have reviewed the accompanying Statement of Unaudited Financial Results of Educomp
Solutions Limited (‘the Company') for the quarter ended June 30, 2016 (“the Statement”),
being submitted by the Company pursuant to the requirement of Regulation 63 of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015 read with Circular
CIR/CFD/CMD/15/2015 dated MNovember 30, 2015 and Circular No. CIR/CFD/FAC/ 62/2016
dated July 5, 2016. Attention is drawn to Note 3 to the Statement that the figures for the
corresponding quarter ended June 30, 2015 including the reconciliation of loss under Ind AS of
the corresponding quarter with loss reported under previous GAAP, as reported in the
Statement have been approved by Company's Board of Directors but have not been subjected
to review.

This Statement which is the responsibility of the Company’s Management and approved by the
Board of Directors, has been prepared in accordance with recognition and measurement
principles laid down in Indian Accounting Standard 34 “Interim Financial Reporting” as
prescribed under Section 133 of Companies Act, 2013 (“the Act”) read with relevant rules

issued there under and other accounting principles generally accepted in India. Our
responsibility is to issue a report on the Statement based on our review.

We conducted our review 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 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
material misstatement. A review is limited primarily to inquiries of the 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 express an audit opinion,
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4)

3)

6)

a)

b)

HARIBHAKTI & CO. LL

f’--_lll"':'.i "'\_.___ Imle

The Company has not recorded any provision against long outstanding trade receivables
from Edu Smart Services Private Limited (ESSPL) amounting to Rs. 78,461.81 lacs (net of Rs.
29,394.40 lacs already provided) and has also not considered diminution in value of its
investment in ESSPL amounting to Rs. 5,067.35 lacs despite ESSPL having significant losses and
erosion of its net worth. We are unable to comment on the resultant impact on the losses for
the quarter ended 30 June 2016.

Based on our review conducted as above, except for the matter described in paragraph 4
above, nothing has come to our attention that causes us to believe that the accompanying
Statement, prepared in accordance with aforesaid accounting standards and other recognized
accounting practices and policies have not disclosed the information required to be disclosed
in terms of Regulation 63 of the SEBI (Listing Obligations and Disclosure Reguirements)
Regulations, 2015 read with Circular CIR/CFD/CMD/15/2015 dated November 30, 2015 and
Circular No. CIR/CFD/FAC/62/2016 dated July 5, 2016, including the manner in which it is to

be disclosed, or that it contains any material misstatement.
We draw attention to Note 5 to the Statement with regard to following matters:-

Mote 5(a) regarding managerial remuneration paid to one of the whole time director of the
Company during the quarter ended June 30, 2015, year ended March 31, 2015 in non-
compliance with the requirements of Section 197 and Section 198 read with Schedule V to the
Companies Act, 2013 and year ended March 31, 2014 in non-compliance with the
requirements of Section 198, Section 269 and Section 309 read with Schedule Xl to the
Companies Act, 1956, for which Central Government’s approval has not been obtained.

Note 5(b) with respect to Management’s assessment of carrying value of investment in 6 of its
subsidiary companies namely, Educomp Infrastructure and School Management Limited,
Educomp Online Supplemental Service Limited, Little Millennium Education Private Limited
(Formerly known as Educomp Child Care Private Limited), Educomp Professional Education
Limited, Vidya Mandir Classes Limited, Educomp Intelliprop Ventures Pte. Ltd. and in its
associate, Greycells18 Media Limited. The Company has evaluated the carrying value of its

Cantinuation She



HAR !Br | & CO. LLP

Chartered Accountant

investments using business valuations performed by independent experts/ its own assessment,
according to which the management is of opinion that no provision for impairment is
considered necessary in respect of these investments.

c) Note 5(c) wherein, in the opinion of the management, despite incurring substantial losses
including during the quarter ended June 30, 2016 and erosion of net worth as at June 30,
2016, the unaudited standalone financial results have been prepared on a going concern basis

in view of matters more fully explained in the said note.
Our report is not modified in respect of these matters.
For Haribhakti & Co. LLP

Chartered Accountants
ICAIl Firm Registration No.103523W/W100048

Vo ¥

Pranav Jain

Partner

Membership No.: 098308

Place: Gurgaon
Date: September 14, 2016
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EDUCOMP SOLUTIONS LIMITED
CIN No:-L74999DL1994PLC061353

Regd. Office: 1211, Padma Tower |, Rajendra Place, New Delhi-110008

PART 1] | [(Rupees in lacs)
STATEMENT OF FINANCIAL RESULTS FOR THE QUARTER ENDED JUNE 30, 2016
Quarter ended
Unaudited Unaudited
S.NO |Particulars June 30, 2016 | June 30, 2015
1|Income from operations
(a)|Net sales/income from operations 5.208.38 4858 25
(b}|Other cperating income - -
Total Income from operations (net) 5,209.38 4,956.25
2|Expenses
{a)|Purchases of stock-in-trade 1682 88 1.522.07 |
Changes in inventories of finished goods, work-in-progress and stock-in- (13.86) (94.74)
(b)itrade
{c)| Employee benefit expenses 2,688.39 310713
i{d)| Depreciation and amortisation expenses 696 13 | 825 46
(e}| Other expenses 1,445 27 1,72578
(f)| Provision for doubtful trade receivables/advances 38.44 88.05 |
{g)| Foreign exchange fluctuation {Net) 831.64 638 58 |
Total Expenses 7,368.89 7,812.33
3|Loss from operations before other income , finance costs and {2,159.51) (2,856.08)
exceptional items (1-2)
4| Other income 1,026 46 322930
5|(Loss)/Profit from ordinary activities before finance costs and (1,133.05) 373.22
exceptional items (3+4)
6|Finance costs 5.429.69 6,366 74
7|Loss from ordinary activities after finance costs but before (7,562.74) (5,993.52)
exceptional items (5-6)
8|Exceptional ltems/Prior period iterns (refer note 8) (2,500.00) -
9|Loss from ordinary activities before tax (7-8) {5,062.74) {5,993.52)
10| Tax Expense - (1,508.08)
11|Net Loss from Ordinary activities after tax (9-10) (5,062.74) (4,084.44)
12 |Extraordinary ltem (net of fax expense) | 2
13[Net Loss for the period (11-12) (5,062.74) (4,084 44)
14|Other Comprehensive income 185 89 (7 05)
15|Total Comprehensive income (13+14) (4,876.85) (4,091.49)
16|Paid up Equity share capital (Face Value Rs.2/- each) 2.449.34 2449 34
17|Reserve excluding revaluation reserves - -
1B{(Loss)/ Earning Per Share (before and after extraordinary items) (not
annualized)
{a) Basic (3.98) (3 34)
(b) Diluted (3.98) (3 34)




Segment wise Revenue, Results and Capital Employed

(Rupees in lacs)
Quarter ended
Unaudited Unaudited
Juna 30, June 30,
Particulars 2018 2015
Segment nue
Higher | earning Solutions - 53.60
School Learning Solutions 5.162.84 4 849 84
K-12 Schools - N
Online Supplemental & Global 45.54 £2.81
Total Net Sales! Income from QOperations 5,209.38 4.956.25
Segment Results ({Loss)/Profit before Interest and tax from each segments)
|Higher Leaming Solutions {17.38) a2.79
School Learning Solutions {354 81) (1,110 44)
K-12 Schools : h
|Online Supplemental & Global _ (15.93) 21.10
{388.13) {1,056.55)
iLess : Interest 6.429.68 6 366 T4
:_Other un-aliocable expenses (728 B2) 1,799.53
|Add Urb-ailu::able Income 1,026 46 3.228.30
Mﬁqﬁm Tax {5.062.74) (5,993.52)
ment
Higher Leaming Solulions 453 16 531.30
School Leaming Solutions 1,19, B76.60 1,40.652.25
K-12 Schools B.6T 134.12
Online Supolemental & Global 724.92 819.27
Unallocated 1.83.686.20 1,86 647,91
TotalSegmant Assets 3,04,747.55 3,28 584.85
Segment Liabilities
(Higher Leaming Solutions 1.052 58 1,054 49
School Leaming Solutions 18,552.10 21,650 46
K-12 Schogls 1,108.50 -
Cnline S mental & Global 490 03 201948
Unallocated 2,72 35038 2.60.872.33
TotalSegment Liabilities 2,83,561.01 2,85 596.77
Capital Employed
(Segment Assets- Segment Liabilities)
Higher Learming Solutlons [599.83) {523.19)
Schaol Leaming Solutions 1,01,324.50 1.19.001.79
K-12 Schools (1,102 83) 134 12
Onling Supplemental & Global 234.89 {1,400 22)
Unallocated {88 .670.19) (74,224 43)
Total 11,186.54 42,988.08




Notes:

The above financial results for the quarter ended June 30, 2016 have been reviewed by the Audit Committes
and approved by the Board of Directors at their meeting held on September 14, 20186,

The financial results for the quarter ended June 30, 2016 have been prepared in accordance with the
Companies (Indian Accounting Standards) Rules, 2015 (Ind-AS) prescribed under section 133 of the
Companies Act, 2013 and other recognized accounting practices and policies, to the extent applicable.
Beginning FY 16-17, the company has for the first time adopted Ind-AS together with Ind-AS compliant
comparatives for FY15-18 (transition date April 01, 2015). Accordingly, figures for the previous period are re-
casted/regrouped as per new requirements wherever necessary

Reconciliation of financial results of corresponding quarter of financial year 2015-16 to those reported under
previous Generally Accepted Accounting Principles (GAAP) are summarised as follows:

Particular Far the
guarter ended
June 30, 2015
Rs. in lacs®
Profit after tax as reported under previous GAAP {4,964 32}
Adiustments on account of:
{i} Measurement of financial assets and financial liabilities at amortised cost _ 1.110.76
(i) Adjustment for recording actuarial (gains)/losses in OCI 705
(iii} Adjustment of lease as per Ind AS 17 (248.47)
(iv) Adjustment of Prior period item 9275
(v} Adjustment of recognising the cost of the employee stock option (82:21)
Profit after tax as reported under Ind AS (4.084.44)
Other comprehensive income {7 85)
Total Comprehensive income as reported under Ind AS (4,091.49)

*These have been approved by the Board of Directors but not subjected to limited review by the auditors

Pursuant to implementation of approved Corporate Debt Restructuring Scheme (CDR scheme), certain
lenders have disbursed fresh corporate loans to the Company and corresponding trade receivables were
bought from Edu Smart Services Private Limited (ESSPL) together with future business relating to these
customers. Due to this restructuring, the remaining receivables in ESSPL may not yield adequate surplus to
discharge its liability towards the Company for trade receivables and redemption of redesmable non
convertible preference shares. However, the approved CDR scheme has mandated merger of ESSPL with
the Company and accordingly, the Company has initiated the process and has taken the approval of Board of
Directors in the board meeting held on 13th January 2015. The Board of Directors in their meeting held on
26th May 2016 has suggested certain changes in the scheme with respect to above said merger and revised
scheme shall be placed in next board meeting. The impact for the amalgamation shall be given/recorded in
the books of accounts upon obtaining approvals and implementation of the Scheme




5,

a)

b)

c)

The auditors have drawn attention in their audit repoart on the financial results of the Company for the
guarter ended June 30, 2016 in respect of tha following matters:

Due to inadequacy of the profits, managerial remuneration paid by the Company to one of its Whole
Time Director during the quarter ended June 30, 2015 and year ended March 31, 2015, is in excess
of limits prescribed under Section 197 and 198 read with Schedule V to the Companies Act, 2013

Similarly, managerial remuneration paid during the financial year ended March 31, 2014 to one of its
Whole Time Director was also in excess of limits prescribed under Section 198, 269 and 309 read
with Schedule X1l of the Companies Act, 1956.

The management of the Company is in the process of making necessary applications to the Central
Government to obtain its approval for the waiver/approval of the remuneration so paid in years
ended March 31, 2014, March 31, 2015 and guarter ended June 30, 2015 in due course

The Company has assessed the business projections of six of its subsidiary companies namaly
Educomp Infrastructure and School Management Limited, Educomp Online Supplemental Services
Limited, Little Millennium Education Private Limited (Formerly known as Educomp Child Care Private
Limited), Educomp Professional Education Limited, Vidya Mandir Classes Limited, Educomp
Intelliprop Ventures Pte Ltd. (Formerly known as Educomp Intelprop Ventures Pte Ltd) and its
associate Greycells18 Media Limited, having a total investment of Rs. 153.090.73 lacs and has
concluded that their businesses are sustainable on a going concern basis. The Company evaluated
the recoverability of its investments, using business valuations performed by independent experts
according to which the decline in the carrying value of these long term investments has been
considered to be temporary. The said evaluation is based on the long term business plans of its
subsidiaries and associate as on March 31, 2016 and concluded that no adjustments to the carrying
value of its long term investments is required to be recorded in these unaudited results of the
Company for the quarter ended June 30, 2016

The Company has incurred substantial losses and its net worth has significantly eroded Based on
Company's projected cash flows, it shall have sufficient funds to run its operations in foreseeable
future. As regards availability of requisite funds to meet its debt related obligations including those
overdue and falling due in financial year 2016-17 and in the guarter ended June 30, 2016 as per its
CDR package executed with Company’s lenders, the Company intends to monetize its identified
investments, receivables and assets to meet the necessary cbligations. The Company is also taking
several measures lo improve operational efficiencies and other avenues of raising funds

The management is confident that with the above measures and continuous efforts to improve the
business, it would be able to generate sustainable cash flow, discharge its short-term and long term
liabilities and recover and recoup the erosion in its net worth through profitable operations and
continue as a going concern. Accordingly, these financial results have been prepared on a going
concern basis and do not include any adjustments relating to the recoverability and classification of
recorded assets, or to amounts and classification of liabilities that may be necessary, if the entity is
unable to continue as a going concern.

Exceptional Items

The Company has written back liability discharged by Mr. Jagdish Prakash towards one of the
lenders from his own sources amounting to Rs. 2 500 lacs in a continuing matter under section 138
of Negotiable Instrument Act. Mr. Jagdish Prakash has made the aforesaid payment in his personal
capacity which was arranged by him from his own source and has waived his clam against
Educomp Solutions Limited for payment of Rs. 2,500 lacs made to DBS Bank Limited on behalf of
. Educomp Solutions Limited. Accordingly, during the year the Company has recor
Rs. 2,500 lacs and it has been shown as exceptional item in the financial results

K




Date : September 14, 2016 {Managing Director)

._

Subsequent to the quarter ended June 30, 2016, pursuant to a negotiated settlement entered into
with ICIC! Bank, Board of the Company accorded its approval to divest its entire sharehold ing in
Vidya Mandir Classes Limited (being 67% shareholding in VMCL), a subsidiary of the Company and
Educomp Learning Hour Private Limited, a step down subsidiary of the Company by executing the
share purchase agreement dated July 25, 2016 with the buyer

8 During the gquarter ended June 30, 2016, the Company has not granted any stock options under

Employee Stock Option Scheme of the Company.

During the quarter ended June 30, 2016, the Company has not allotted any equity Shares

Paid up Capital of the Company as on Balance Sheet date is Rs 244 934 336 consisting of
122 467,168 Equity Shares of the face value of Rs. 2 each.

8, In respect of 350, 13.50% Secured Redeemable Non Convertible Debentures of Rs. 1.000.000 each
aggregating Rs. 3,500 lacs, the Company has created partial security on the assets of the Company
and is taking necessary steps to create further security in respect of these debentures.

10. The segment wise revenue, results and capital employed have been prepared in accordance with
the IND AS -108 "Operating Segments”,

11. The basic and diluted earnings per share has been calculated in accordance with the IND AS - 33
"Earnings Per Share”.

12 The financial results of the Company for the quarter ended June 30, 2016 are also available on
website of the Company (www educomp.com), Mational Stock Exchange of India Limited
(www.nseindia com) and Bombay Stock Exchange Limited (www bseind i3 com)

13 Previous period/year figures have been regrouped and rearranged, wherever considered necessary
to conform to the classification in current period

By order of the Board of Directors
A For Educomp Solutions Limited
[
Place: Gurgaon Shantanu Prakash




