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Limited Review Report

To,
The Board of Directors of
VALECHA ENGINEERING LIMITED

1. We have reviewed the accompanying statement of unaudited financial results of VALECHA
ENGINEERING LIMITED("Company”) for the quarter and six months ended September
30, 2018 and the Statement of Assets and Liabilities on that date together with notes
thereon (the 'Statement’) attached herewith, being submitted by the Company pursuant to
requirement of Regulation 33 of the securities and Exchange Board of India (SEBI) (Listing
Obligation and Disclosure Requirements) Regulations, 2015, as modified by the Circular no.
CIR/CFDIFAC/62/2016 dated 5™ July, 2016 (the Regulations).

2. This Statement which is the responsibility of the Company's Management and approved by
the Board of Directors, has been prepared in accordance with the recognition and
measurement principles laid down in the Indian Accounting Standard 34 "Interim Financial
Reporting” ("Ind AS 34"), prescribed under Section 133 of the Companies Act, 2013 read
with relevant rules issued thereunder and other accounting principles generally accepted in
India. Our responsibility is to issue a report on the Statement based on our review.

3. We conducted our review in accordance with the Standard on Review Engagement (SRE)
2410, Review of Interim Financial Information performed by 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 financial
statements are free of material misstatement. A review is limited primarily to inquiries of
company personnel and an analytical procedure applied to financial data and thus provides
less assurance than an audit. We have not performed an audit and accordingly, we do not
express an audit opinion.

4. Basis for qualified conclusion:

a. The Company has not evaluated expected credit loss provision as required under Ind AS
109 “Financial Instruments” for loans and advances aggregating to Rs 228.59 Crores
given to five of its subsidiaries (including two step-down subsidiaries). The Company has
extended Corporate Guarantee aggregating to Rs.626.03 Crores to Banks/Financial
institution on behalf of three subsidiaries (including one step-down subsidiary) for which
guarantee income of Rs. 3.13 Crores and Rs, 6.52 Crores for the quarter and half year
ended September 30, 2018, respectively are recognized in accounts. Further, the
Company has made investment aggregating to Rs 41.69 Crores in above mentioned
subsidiaries which have incurred losses and have negative net-worth as at September
30, 2018. In the absence of detailed information, we are unable to comment upon its
impairment provision, if any, and corresponding impact on the loss of the period. Further,
the Company has also invested Rs 26.95 Crores in three of its Associate Company for
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of the information and financial statements, we are unable to comment upon its
impairment provision, if any and corresponding impact on the loss of the period.

b. The company has not provided for interest amounting to Rs.3.38 Crores on late payment
of Tax deducted at Source. Further, the Company has not provided for penal interest for
default in repayment of borrowings from Banks and Financial Institution. However, in the
absence of detailed computation of penal interest, we are unable to comment upon its
impact on the loss of the period.

c. The Company has not repaid deposits (including unpaid interest upto March 2017 - Rs.
2.62 Crores) amounting to Rs. 31.08 Crores as at September 30, 2018 as per the
contractual terms and repayment schedule / order passed by the Company Law Board —
New Delhi Branch heard on February 22, 2016 (Order passed under section 74(2) of the
Companies Act Ref.C.P.NO. 05(MB) 2016). The company has also not provided penal
interest and fine as levied under rule 21 of (Acceptance of Public Deposit) Rules, 2014
for default in repayment of public deposit. In the absence of detailed information and
computation of penal interest pertaining to previous years, if any, we are unable to
comment upon its impact on the loss of the period.

d. The company has not evaluated whether any impairment provision is required for
expected credit losses (ECL) in accordance with Ind AS 109 - 'Financial Instruments’ for
Trade Receivables aggregating to Rs. 219.12 Crores which includes Rs. 160.30 Crores
pertaining to additional claims raised during earlier years due to price escalation and
various other reasons which are under arbitration before various authorities. Also, the
company has not evaluated whether any impairment provision is required for ECL in
accordance with Ind AS mentioned above for loans extended to various related parties
amounting to Rs. 12.58 Crores as at September 30, 2018. In the absence of relevant
information, third party confirmation/reconciliation and detailed working, we are unable to
comment upon its recoverability and corresponding impact of impairment on the loss of
the period, if any.

e. The Company has not included transactions related to seventeen project sites of the
Company. The Company has not accounted for any transactions from the last quarter for
these sites, as it does not have any information and relevant documents to account for
the same. In view of that, we are unable to comment upon resultant impact, if any on
loss of the period of the company, had the said units have been reviewed by us.

5. Based on our review conducted as above, except for the possible effects of the matter
described in the Basis for Qualified Conclusion para 4 as above and read together with
matters described in para 6 below, nothing has come to our attention that causes us to
believe that the accompanying statement of unaudited financial results has not been
prepared in accordance with applicable Indian Accounting Standards specified under
section 133 of the Companies Act, 2013 read with relevant rules there under and other
recognized accounting practices and policies and has not disclosed the information required
to be disclosed in terms of Regulation 33 of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015 including the manner in which it is to be disclosed, or that
it contains any material misstatement.
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6. We draw attention to the following matters:

a. Nole 4 in the Result which indicates that the Company has accumulated losses and its
net worth has been fully eroded, the Company has incurred a net loss/nel cash loss
during the quarter and half year ended September 30, 2018 and the Company’s current
liabilities exceeded ils current assels as al that date. Further. the Company's loans from
banks have been declared as Non-performing from December 2015 onwards due lo
default in repayment of principal and applicable interest These conditions indicale the
existence of a material uncertainty that may cast significant doubt about the Company's
abiiity o conlinue as a going concern However, the financial statements of the
Thmbmnmﬂmnﬁmhﬂhhrmﬁhﬂhm

id Note.

b. The value of inventory is taken and valued as per the delails furnished and certfied by
Management.

¢. We were given to understand by the Management that the Company has camied out
Internal Audit Report for most of its project sites for the quarter ended September 30,
2018 and is awailing the reporls Our conclusion is not modified in respect of this
matier.

d. “Other Curmrent Assets™ as at September 30, 2018 which includes Rs.45.10 Crores
receivable from various Government Authorities which are pending for assessments for
which the Management is confident of ulimate recovery of the amounts and we have
rebed on the Management's assertions of recovery Our conclusion is not modded n
respect of this matter.

e, Trade Receivables, Trade Payables and Loans and Advances are subject o
confirmations and reconciliations, if any.

{. The Company had paid / provided managerial remuneration of Rs 1.98 Crores in
F.Y.2017-18 in respect of which the Company is in process of seeking approval from
secured creditors and shareholders with reference lo circular daled September 12.
2018 issued by Ministry of Corporate Affairs.
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