








MALHOTRA MANIK & ASSOCIATES
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7081 6-8, Street No 19-A,
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INDEPENDENT AUDITOR'S REVIEW REPORT

To
The Board of Directors,
SEL Manufactur ing Company Lto .

Introduction

We have reviewed the accompanying Statement of unaudited financial results of SEL Manufacturing
company t imi ted ( the company)  for  the per iod ended June 30,  2019 (" the statement") .  This  s tatement
is the responsibility of the Company's lvlanagement and has been approved by the Board of Direcrors,
Our responsib i l i ty  is  to  issue a repor t  on these f inancia ls tatements based on our  rev iew.

Scope of Review
We conducted our review of the Statement in accordance with Standard on Review Engagements (SRE)
2410, "Review of Interim Financial Information Performed by the lndependent Auditor ofthe 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 results are free from
mater ia l  misstatement .  A rev iew is  l imi ted pr imar i ly  to  inqui r ies of  company personnel  and analy t ica l
procedures appl ied to f inancia l  data and thus prov ide less assurance than an audi t .  We have nor
per formed an audi t  and accord ingly ,  we do not  express an audi t  op in ion.

Basis of Qualified Conclusion

The compony hos not provided the provision of interest amounting to Rs 13,779 lokhs pertoining to
quarter ended on 30th lune, 2o1g on NPA classiJied bonk borrowings which is not in complionce with the
requirements of poro 27 of the lnd AS l-Presentotion of Financiol Stotements w.r.t. prepdrdtion of
findncidl stotements on occrual basis. Consequently, borrowings ore not reflected ot Joir vdtue tn
finonciol stdtements os required by !nd AS 109, Finqnciol lnstruments.

L The compony hos not provided for any allowance under ECL Model for interest subsidy receivoble
. amounting to Rs.26,621 Lakhs which consists of interest subsidy (i) under TUFS from Ministry of

Textiles and (ii) Subsidy under Textile Policy of Government of Modhya Pradesh for the finonciot
vears 2073-L4 to 2016-17.

2. The compony hos not provided to us t'or our review ony working regording impdirment testing
being conducted to ossess recoverable omount of Cdpitol work in progress of Rs 16,g34 lokhs
outstonding os at 30th June, 2079. We ore unable to comment on whether the componv needs to
moke a provision in respect ol impdirment losses on obove as required under lnd AS j6.

We further report that, except for the effects, if any, of the motters stoted in porogroph (2&3) above
which are not ascertoinable, hod the impoct of our observations mode in paro (1) obove, the net loss and
borrowings for the quorter ended 30th June,2079 would have been increased by Rs. 1j,77g lokhs ond the
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equity would have been reduced by the sqme omount. The finonciot impoct of mqtters stated in
porogrophs 2&3 to the Bosis for Quolified conclusion con't be meosured reliobly.

Qualified Conclusion

Based on our review conducted as above, nothing except for possibte effects of our observdtons
descr ibed in  the Basis  of  qual i f ied conclus ion paragraph above has come to our  at tent ion that  causes us
to bel ieve that  the accompanying statement  of  unaudi ted f inancia l  resul ts  prepared in  accordance wj th
Indian Account ing Standards and other  recognized account ing pract ices and pol ic ies has not  d isctosed
the in format ion requi red to be d isc losed in  terms of  Regulat ion 33 of  the SEBt (L is t ing Obl igat ions and
Disc losure Requirements)  Regulat ions,  2015 inc luding the manner in  which i t  is  to  be d isc losed,  or  that  i t
conta ins any mater ia l  misstatement .

Material Uncertainty Related to Going Concern

Note no. 2 of the unaudited financiol resll/ts, stating thereto that the terms and conditions of the
sanct ioned CDR package w.r . t .  in terest  and pr inc ipal  repayment  were not  compl ied wi th.  Consequent ly ,
State Bank of  Ind ia,  in  i ts  capaci ty  as f inancia l  credi tor  had f i led a pet i t ion under  Insolvency and
Bankruptcy code,2016 ( lBC) against  the company wi th Hon'b le Nat ional  company Law Tr ibunal ,
Chandigarh Bench (NCLT) which was admit ted on 1 l th  Apr i l  2018 and Corporate Insolvency Resolu lon
Process (CIRP) has been in i t ia ted in  terms of  lBC.  The company has f i led an appeal  against  the admiss ion
of  pet i t ion and appointment  of  IRP wi th NCLAT. The CIRP has s ince been kept  in  abevance v ide order
dated 22.06.2018 of  Hon'b le High cour t  o f  Punjab and Haryana.  The company has incurred net  loss of
Rs.  1871 lakhs for  the quar ter  ending 30th June,  2019 resul t ing in to accumulated losses of  Rs.  322780
lakhs leading to eros ion of  ent i re  net  wor th and current  l iab i l i t ies have exceeded the current  assets of
the company,  Fur ther  concern ing the company's  abi l i ty  to  real ize the value of  inventor ies,  t rade
receivables and other  f inancia l  assets,  meet  i ts  contractual /  f inancia l  ob l igat ions w.r . t .  repayment  of
overdue pr inc ipal  and accrued in terest  on secured borrowings,  arranging work ing capi ta l  for  ensur ing
normal operations, further investments required towards ongoing projects under construction and the
Corporate guarantee g iven on the behal f  o f  i ts  subsid iary namely SEL Text i les L imi ted.  Moreover ,  the
company has not recognized Deferred Tax assets and MAT credit as the availability of future taxaore
income is  not  cer ta in.  Due to f inancia l  constra ints ,  the company has star ted job work operat ions in
major  sp inning p lants instead of  pursuing i ts  own manufactur ing act iv i t ies.  These condi t ions ind icate the
existence of a material uncertainty that may cast significant doubt on the company's ability to continue
as going concern and therefore company may be unable to  real ize i ts  assets and d ischarge i ts  I iab i l i t ies
in the normal  course of  business,

Emphasis of Matter

We draw attention to the followine matters:

Note No.  5 of  the unaudi ted f inancia l  resul ts ,  the Company has prov ided for  a l lowance
/ impairment  for  Trade Receivables and Loans and Advances agreegat jng to Rs.  (3695)  Lakhs net
of  amount  co l lected and prov is ion made under  Expected credi t  losses for  the quar ter  ended on
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contingency related to 'comqensation qalabte tn tieu q( harr(s3.c\\(cei \\\e ss\ts$R. s\ \$\\t\\s
materially uncertain and cannot be determined currently.

contingency relating to export incentives obligation refundable in respect of allowance for
foreign trade receivabres amounting Rs. 3,g55 lakhs as per audited financiar statements at
31.03.2019 which is further subject to interest and penaltles.

our conclusion is not modified in respects of the matters reported in para (1 to 3) of Emphasis of
matters.

3 .

FOR MALHOTRA MANIK & ASSOCTATES
CHARTERED ACCOUNTANTS

FRN.:

PTACE: LUDHIANA
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MALHOTRA MANIK & ASSOCIATES
CHARTERED ACCOUNTANTS

708/ 6-8, Street No 19-A,
Punjab Mata Nagar, Pakhowal
Road, Ludhiana -t41002
Mobile No. 98550-37608
E-Ma i l :m massoL23 @gma i l .com

INDEPENDENT AUDITOR'S REVIEW REPORT

To
The Board of Directors,
SEL Manufacturing Company Ltd.,

Introduction

We have reviewed the accompanying statement of consol idated unaudited f inancial results of SELManufacturing company Limited ("the Parent") and i ts subsidiaries (the parent and i ts subsidiaries
together referred to as "the Group"), and i ts share of the net loss and total comprehensive for thequarter ended June 30, 20J-9 ("the statement"),  being submitted by the parent pursuant to the
requirements of Regulat ion 33 of the SEBl (List ing obl igations and Disclosure Requirements)
Regulat ions,2015.

This statement, which is the responsibir i ty of the parent 's Management and approved by theParent 's Board of Directors, has been prepared in accordance with the iecognit ion andmeasurement principles laid down in Indian Accounting Standard 34 " lnterim Financiai Report ing,,(" lnd AS 34"), prescribed under section 133 of the companies Act, 2013, and other accountrngprinciples general ly accepted in India. our responsibi l i ty is to express a conclusion on theStatement based on our review.

Scope of Review

we conducted our review in accordance with standard on Review Engagements (sRE) 2410,"Review of Interim Financial Information Performed by the Independent Auditor of ihe enti ty,, ,issued by the Inst i tute of Chartered Accountants of India. A review of interim f inancial information
consists of making inquir ies, primari ly of persons responsible for f inancial and accounting matters,and applying analyt ical and other review procedures. A review is substantial ly less in scope than anaudit conducted in accordance with standards on Audit ing and consequently does not enable us toobtain assurance that we would become aware of al l  signifrcant matters that might be identi f ied inan audit.  Accordingly, we do not express an audit opinion.

we also performed procedures in accordance with the circurar issued by the sEBr underRegulat ion33 (8) of the sEBl (List ing obl igations and Disclosure Requirements) ReBulations, 2015,as amended, to the extent appl icable.

The Statement includes the f inancial results of fol lowing enti t ies:
L. SEL ManufacturinB Co. Ltd. (Holding Company)
2. SEL Texti les Limited (Subsidiary Company)
3. SEL Aviat ion private Limited (Subsidiary Company) dHN
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4. SE Exports (Subsidiary Firm)

Basis of Qualified Conclusion

2.

L . The group hos not provided the provision of interest omounting to Rs. lg,Jgg loKns
pertoining to the quorter ended on 30th lune, 2019 on NpA clossified bonk borrowings which
is not in complionce with the requirements of porq 27 of the lnd As i.-presentation of
Financiol statements w,r.t. preporation of t'inancial stotements on accrual bosrs.
Consequently, borrowings are not reflected at t'air value in t'inoncial statements as requtred
by lnd AS 709, Financiol lnstruments.
The group has not provided for any aflowance under ECL model for interest subsidy
receivoble omounting to Rs. 32,9s2 Lokhs which consists of interest subsidy (i) under TUFS
from Ministry of Textiles ond (ii) subsidy under Textile policy of Governmelntt of Modhyo
Pradesh for the financial years 20L3-1_4 to 20j-6-j.7,

The group hos not provided to us for our review any working regording impoirment testing
being conducted fo ossess recoverable amount of capital work in progress of Rs ss,g34
lokhs outstanding os at 30th June,20J.9. we ore unoble to comment on whether the
compony needs to moke o provision in respect of impairment losses on above as reouired
under lnd AS 36.

we further report thot, except for the effects, if ony, of the motters stoted in paragraphs (2&3)
above which ore not oscertoinobte, hod the impoct of our observotions mode in paro (i.) obove
been considered, the net loss and borrowings for the quorter ended jTth June, 2o7g would have
been increosed by Rs'19,189 lakhs ond the equity would hove been reduced by the some lmount.
The finoncial impoct of motters stqted in poragrophs 2&3 to the Basis for euolified Opinion con't
be measured reliably,

Qualified Conclusion

Based on our review conducted as stated above, nothing except for possibre effects of our
obseNotions descr ibed in the Basis of  quar i f ied conclusion paragraph above has .or"  to of f
at tent ion that causes us to bel ieve that the accompanying statement of  consol idated unaudited
f inancial  resul ts,  prepared in accordance with the recognit ion and measurement pr inciples la id
down in the aforesaid Indian Account ing Standards as speci f ied under sect ion j .33 of  the
Companies Act,  2013 read with Companies (Accounts) Rules, 20i .4 and other account ing pr inciples
general ly accepted in India,  has not disclosed the informat ion required to be disclosed in terms of
Regulat ion 33 of the SEBI (List ing obl igat ions and Disclosure Requirements) Regulat ions, z015,as
amended, including the manner in which i t  is to be disclosed, or that i t  con; ins anv mater ial
m isstatement.

Material Uncertainty Related to Going Concern

Note no. 2 of the consolidated unaudited finoncial results, stating thereto that the terms and
condit ions of  the sanct ioned cDR package w.r. t .  interest and pr incipal  repayment were nor
compl ied with.  Consequent ly,  State Bank of India,  in i ts capaci ty as f inancial  credi tor had f i led a
peti t ion under Insolvency and Bankruptcy Code,
National Company Law Tribunal, Chandigarh Bench

2016 ( lBC) against the company with Hon,ble
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and corporate Insolvency Resorution process (crRp) has been init iated in terms of rBC.Thecompany has f i led an appeal against the admission of peti t ion and appointment of lRp with NCLAT.The CIRP has since been kept in abeyance vide order dated 22.06.20r.g of Hon,bre Court of punjab
and Haryana. The group has incurred net ross of Rs. 321g rakhs for the quarter enaing :o,n rrn;,2019 result ing into accumulated losses of Rs. 370314 lakhs leading to erosion of entirJ net worthand current l iabi l i t ies have exceeded the current assets of the company, Further concernjng thecompany's abi l i ty to real ize the value of trade receivables and other f inancial assets, meet i tscontractual/ f inancial obl igations w.r.t .  repayment of overdue principal and accrued interesr onsecured borrowings, arranging working capital for ensulng normal operations, furtherinvestments required towards ongoing projects under construction and the corporate guarantee
given on the behalf of i ts subsidiary namely sEL Texti les Limited. Moreover the group nas notrecognized Deferred Tax assets and MAT credit as the avai labi l i ty of future taxable income rs notcertain Due to f inancial constraints, the group has started job work operations in major splnningplants instead of pursuing i ts own manufacturing activi t ies. These condit ions indicate the existenceof a material uncertainty that may cast signif icant doubt on the group,s abi l i ty to continue as gorngconcern and therefore Sroup may be unable to real ize i ts assets and discharge i ts l iabi l i t ies in thenormal cou rse of business.

Emphasis of Matter
We draw attention to the fol lowrng matters:

1. Note No. 5 0f the consoridated unaudited f inanciar resurts, the Group has provided
allowance / impairment for Trade Receivabres and Loans and Advances aggregating to(4204) Lakhs net of amo.unt col lected and provision made under Expected biedlt  rosses
the quarter ended on 30,n June, 2019 .

2. contingency rerated to 'compensation payabre in r ieu of bank sacri f ice,, the ourcomewhich is material ly uncertain and cannot be determined currently.

3 contingency relat ing to export incentives obl igation refundable in respect of al lowance
l:r:5i i : lor 

r.rceivabres amounting Rs. 4,921 rakhs as per audited f inanciar statemenrs5L.ur.zur9 wntch is turther subject to interest and penalt ies.

for
Rs.
for

for

of

our concrusion is not modif ied in respect of the matters reported in para (r to 3) ofEmphasis of matters.

Other Matters
We draw attention to the fol lowing matter:

1 we did not review the interim f inancial statements/f inancia I information/f in ancial resultsof one subsidiary included in the consolidated unaudited f inancial results, whose interimfinancial results ref lect total revenue of Rs. Ni l  lakhs and total comprehensive inlome of Rs.
{0 03) lakhs for the quarter ended 30th June, 2019, as considered in the consoridatedunaudited f inancial results. These interim f inancial statements/f inancial information/f inancial results have been reviewed by other auditors whose reports have been furnjshedto us by the Management and our conclusion on the statement, in so far as i t  relates to theamounts and discrosures incruded in respect of these subsidiaries, is based sorery on thereports of the other auditors and the procedures performed by us as statea in paragr.phaDove.
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2 The consoridated unaudited f inanciar resurts incrudes the interim f inancial
statem ents/f ina ncia I information/f ina ncia I results of one subsidiary whose f inancial
statements/f ina ncia I information/f inancial results ref lect total revenue of Rs.34 lakhs and
total net prof i t  of Rs. 34 rakhs for the quarter ended 30th June, 2019, as considered an theconsolidated unaudited f inanciar resurts, based on their interim f inancial
statements/f ina ncia I information/f in a ncia I  results which have not been reviewed/audited
by their auditors. According to the information and expranations given to us by the
Management, these interim f inancial statem ents/f inancia I information/ f inancial results are
not material to the Group.

our conclusion is not modif ied in respect of the matters reported in other Matters.

PLACE: LUDHIANA
DATED: 17.07.2019

FOR MALHOTRA MANIK & ASSOCIATES
CHARTERED ACCOUNT
FRN.:015848N
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