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Ref: 8K/CHN/2019-20/E046
2"d November 2019

The Deputy General Manager, The General Manager,

Department of Corporate Services, Listing Department,

Bombay Stock Exchange Ltd, National Stock Exchange Limited,
Phiroze Jeejeebhoy Towers, Exchange Plaza, C-1, Block G,

Dalal Street, Bandra Kurla Complex, Bandra (E),
Mumbai — 400 001. Mumbai 400 051

Scrip Code: 512161 - ISIN NO-INE650K01021 EQ- 8KMILES — ISIN NO- INE650K01021

Dear Sir/Madam,

Sub: Outcome of Board Meeting held on November 2, 2019 -Disclosure pursuant to
Regulation 30 (as specified in Part A of Schedule Ill) of SEBI Listing Obligation and
Disclosure Requirements, 2015

We hereby submit the outcome of the meeting of Board of Directors of the Company held
today (November 02, 2019) at the Registered Office of the Company at Srinivas Towers,
No.5, Cenotaph Road, Il Floor, Teynampet, Chennai-600018. The Meeting commenced at
03.30 PM and concluded at 11:50 PM.

The Board of directors have approved the following :-

1. The Audited Standalone and Consolidated Financial Results for the quarter and
year ended March 31, 2019.

Pursuant to Regulation 33 of SEBI Listing Obligation and Disclosure Requirements, 2015, we
hereby submit the Audited Standalone and Consolidated Financial Results along with the
Audit Report from the statutory auditors of the company as approved at the audit
committee meeting held on November 02, 2019.

2. Resignation of Director:

We inform you that Mr. R. S. Ramani (DIN: 03206751) and Mr. Gurumurthi Jayaraman (DIN:
00416850) has submitted their resignation from the office of Director of the Company.

The Board has taken note of their resignation.

We are attaching the below documents to be submitted within 30 minutes of closure of the
meeting as required under SEBI(LODR) Regulation, 2015. We would also upload the same in
NSE NEAPS and BSE listing Centre:



B8 Miles

1. The Audited Standalone and Consolidated Financial Results for the quarter and

year ended March 31, 2019.
2. Audit Report from Statutory Auditors M/s. Deloitte Haskins and Sells LLP.

3. Management response for the qualification of the Auditors.
Please take a note of the above at your end.

Thanking You,
Yours Truly,

For 8K Miles Software Services Limited

. \‘\J

Diya Venkatesan
Company Secretary

45, Cenotaph Road, |l Floor, Srinivas Towars, Taynampet, Chennal - 600 018
L +01 44 66025000 491 44 43005049 s contactus2skmilassofltwaraseryicas com

CIN N« L72300TNYTRaspP 10186852 www.Bkmiles.con
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8¢ MILES SOFTWARE SERVICES LIMITED
[CIN: LI EF0THNIFRIPLCIOLESZ)

Registered Office: Secand Flacr, Srinivas Towers, No. 8, Cenotaph Road,

Téynampet, Chennal - 600 018
1. STANDALDNE BALANCE SHEET AS ON 1 MARCH 3018

ASat As at
Particulars A1 March 30148 31 March 2015
{Refer ok 2} {Audinad )
A |ASSETS
NON-CUrrent AsSets
{81 Praparty, plank sand scusoment B1.ES §3.25
{b) Cogitsl work-n-progress - 10,60
{C) FIinanzial assets
{0 Inwestments 12.0040.09 0, 352.04
{11 Loans a6 .51 618 37
{d) Dafemred kas assels {Mel) e BG 23382
{2} Other non-cWment assats 7 B 1ESL O
Tatal nen=currant assets 12171.74 13466 88
I |Cwrrent assers
[B) Fraansisl sisets
(1] Trade receivabls E.B35.00 FA79.84
[i1y Cash ang cash equvalents B5.20 1437
(i} Bank balances other tham [H) abova - Ta.i
[iv] Other financial assels 489,18 248.06
B Drher Drrent astes 3043 1id 42
Total current assets 7, 430,52 ENFENLD
Toral Assets {1+2) 19,611,326 L6.602.07 |
B |[EQUITY AMND LIABILITIES
2 |Eouity
(@) Eguity share capitel 1.525.E8 1,525 8B
(B Dther spuiky 1.374.55 G 204 30
Total eauity B.500,43 182037 |
4 | Nopn=currant llabilFtiss
&1 Financial kabiilies
Ty Borrowings 247627 50715
Ib} Frowsions a5 .45 &3.10
ich Qiher mon-current Habilides 4,39 :
Total pone-curngnt liabibtiaey 5, 5dG. 12 O80.EE
5 |Carrent liakititias
(& Frnarcial babiies
£N] Beomnorad e s 1.604 .40 L. 158.60
iy Trade gavabies
(&) Tats putstanging dues of mero erteronses and smell =nterprisss 2,52 -
{0) Tatal outstanding dues of credibors other than micro enterprises and 1,%64.05 4803
citialdl AT s
{ali Oeher financial Lakiftics 1,174. 78 1. 26%.33
(E% Ceblr currant habddgies 11%.08 LEG.07
{ch Provisicrs 37.2h AT
(s Current tax kahibties fhet) 142,14
Total current lkabilities 5.264.71 3,700.94

19,611,326

186,602.07 |
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Deloitte ey
- 52, Veneainaraysna Raad
Haskins & SellsLLP =

Chennal - 600 087
Tami Hacu, Incka

INDEPENDENT AUDITOR'S REPORT Tt +81 &4 BEAA 5000
TO THE BOARD OF DIRECTORS OF Fae: +31 &4 £588 5050
8K MILES SOFTWARE SERVICES LIMITED

1, We were engaged to audit the accompanying Statement of Standalone Financial
Results of 8K MILES SOFTWARE SERVICES LIMITED ("the Company”), for the
year endad 31 March 2019 (“the Statement”), being submitted by the Coempany
pursuant to the requirement of Regulation 33 of the SEBI {Listing Obligations and
Disclosure Reguirements} Regulations, 2015, as modified by Circular Mo,
CIR/CFD/FAC/G62/2016 dated 5 July 2016.

2. This Statement, which is the responsibility of the Company’s management and
approved by the Board of Directors, has been compiled from the related
standalone Ind AS financial statements which has been prepared in accordance
with the Indian Accounting Standards prescribed under Section 133 of the
Cormpanias Act, 2013 ("the AcCt™) read with relevant rules issued thereunder (*Ind
AS") and other accounting principles generally accepted in India.

= Our responsibility is to conduct an audit of the Statement in accordance with
Standards on Auditing specified under section 143({10) of the Act and to issue an
auditor’s report. However, because of the matters described in Paragraphs 4 to
11 below, we were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit apinian gn the Statement.

4. Report under Section 143 (12} of the Act

During the course of our audit of the standalone and consclidated financial
statements of the Company for the year ended 31 March 2019 we came across
certain transactions that gave us reason to believe that suspected coffences
invalving fraud have been committed in the Company. Such transactions with
regard to the standalone financial statements, inter alia, pertained to:

(a) Several instances of Inconsistencies between declarations provided by
Directors and Information available in the public forum  which
demonstrated existence of probable related parties which were not
disclosed previously, including certain transactions with such parties which
were not disclosed or approved by the Audit Committee/Board of
Directars. Also s2e paragraph 8.1{a) below.

(b) Several instances of transactions with certain customers, wherein the
Company was not able to provide us with the particulars of the services
rendered and acknowledged by the customer, the details of employees
actually rendering such service, the appropriateness and source of the
maonies received from such customers. Also see paragraph S below.

(c) Several instances of multiple addresses being considered In various
communications with certain customers in the Inveoices, website of the
custamer, on cheques received from customers, Including Instances
wherein some of the communication addresses coincided with the
residential address of certain employees of the Company or its
subsidiaries, which impacted aur ability to establish the authenticity of the
customer, Also see paragraph 5 below.

i Sinance Cenmre, Tower 3, 377 - 32 Hoar, Senapat Bapas Marg, Eiphnsmone Baad fdest) Mumba - 200 D15 Mabweradeina, Ince
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Deloitte

Haskins & SellsLLP

rd) Several instances of communications with a vendor, wherein there were
multiple communications using different email ids, decuments with varying
signatures and differences in the spelling of the commeon signatory of the
vendor, etc. which impacted cur ability to establish the authenticity of the
wendor. Also see paragraph 7 below,

(el Appropriate approvals and concerns over recovery of advances made to a
related party, by a subsidiary of the Company. Refer paragraph G for more
details,

Several instances of various inconsistencies were alsp noted during our audit of
the boeoks of account of certain foreign subsidiaries in assoclation with our audit of
the consolidated financial statements of the Company.

Pursuant, inter alfa, to the above observations, we requested the Auwdit Committee of
the Company to provide us with their replies or observations to the aforesaid matters
for us to consider the same a3 part of our audit,

Subsequent to our reporting of such matters to the Audit Committee vide our
letter dabed 15 July 2019, the Audit Committee (n its meeting held on 18 July
2019 appointed an extermal firm of Chartered Accountants to carry out an
investigation. We are informed that as on the date of this report, the investigation
report of the external firm of Chartered Accountants has not yet been received by
the Company and, hence, the same has nol been made available to us.

Further, we also included the aforesaid matters in our report dated 13 September
2019 to the Central Government In accordance with the requirements of section
143(12) of the Act. The matters so reported also included observations relating to
certain transactions pertaining to some subsidiaries, which are Included In our
report on the consolidated financial statements of the Company.

Pending receipt of the report on the findings of such investigation and peanding
receipt of information and explanations and evidences relating to the aforesaid
matters from the management of the Company, we have been unable to obtain
sufficient and appropriate audit evidence in respect of the above matters/
transactions that gave us reason to believe that suspected offences involving
fraud may have been committed In the Company and/or its subsidiaries ,

In view of the above, we are unable to comment on the conseguential
adjustments, If any, that may be required to the Statement.

Revenue from Contracts with Customers and related cutstanding receivables

During the year ended 31 March 2019 the Company recognised revenue
aggregating to Rs, 2,428.69 Lakhs from the customers referred to in paragraphs
4(b) and 4(c) above wherein such customers have an outstanding balance
aggregating Rs. 3,464.01 Lakhs as at 31 March 2019 (indudes balances of
Fs=, 1,022.36 Lakhs outstanding even as at 31 March 2018).
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Haskins & Sells LLP

In the absenca of complete informaticn regarding the proof of services rendered,
efforts expended, and in view of our observations in paragraphs 4({b) and 4{c)
abave in respect of these customers, we are wnable fo conclude on the
appropriateness [ correctness [ completeness / validity of the revenue
recognised, compliance with the recognition and measurement of revenue
required under the Indian Accounting Standard (Ind AS) 115 Revenue from
Contracts with Custemers and the corresponding receivables in the Statement.

The Company has also not carried out an evaluation of the expected credit loss
required under Indian Accounting Standard {Ind AS) 109 - Financial Instruments
for the outstanding trade recelvables as at 31 March 2019 and therefore we are
unable to comment on the adeguacy and appropriateness of the provision made
against the trade receivable balances as at 31 March 2019,

BK Miles Media Private Limited

6.1 Around the last week of September 2018, we were made aware of the
resignation of the statutery auditor of 8K Miles Media, a company promoted
by the promoter directors of the Company, vide thelr resignation letter
dated 30 Apnl 2018. As per the said letter, the resignation was due to the
misuse of that Audit Firm's Letter Head and signature of their Partner
through forgery in certain ODI Certificates submitted by BK Miles Media to
its bankers for transfer of funds of USD 71.51 Lakhs (Rs. 4,612.91 Lakhs)
te 8K Miles Media Holdings Inc. USA, a subsidiary of 8K Miles Media. 8K
Miles Media and its subsidiaries (together 8K Miles Media Group”) were
identified as a related party in the consaolidated financial statements of the
Company for the year ended 31 March 2018.

During the period ended 31 December 2018, the management of 8K Miles
Media initiated an independent forensic review to evaluate the authenticity
of the signatures in the ODI Certificates referred above. 8K Miles Media has
submitted a copy of the forensic report to the Company, We understand that
the aforesaid forensic report states that the writer of the signature in the
ODI certificates is the same as that of the specimen signatures of the audit
partner as provided to the forensic auditor thereby concluding that there
was no forgery in the OD1 certificates,

Since this matter relates to a company where another firm is the statutory
auditor and since the financial staternents af that company are not included
in the consolidated financial statements of the Company, we have not been
able to perform any procedures related to the allegation or the forensic
report.

6.2 Further, during the last week of September 2018,

(a) the CED and Managing Director of the Company, who was also a
promater director in BK Miles Media, resigned as a director in 8 Miles
Madia.

(b) the CFO and Executive Director of the Company, who was the other
promoter director in 8K Miles Media, resigned from his role as CFQ of
the Company stating that his resignation was to have the necessary
time ta clear all the basalass allegations and wnsubstantiated allegations
ralating to BK Miles Madia. However, he continues to be a director in
hath the Company as well as 8K Miles Media.
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6.3

6.4

The Company has trade and other receivables aggregating
Rs. 3,309.10 Lakhs as at 31 March 2019 receivable from 8K Miles Software
Services Inc., a subsidiary, It may be noted that this subsidiary had loans
receivable from entities of BK Miles Media Group in the USA aggregating
UsSD 89.61 Lakhs (Rs. 5,808.44 Lakhs) as at 31 March 2018,

We are informed by the management of the Company that such amounts
due, Including interest as accrued, have been fully recovered as at
31 March 2019 by that subsidiary. However, In the absence of appropriate
workings for the interest, documentation regarding loan agreements and
due to inconslstencies noted between the transactions as per the Bank
Statements of the subsidiary with the transactions as recorded in the books
of account of the subsidiary, we were unable to confirm the management's
assertion on the said collections made by the subsidiary.

We are unable to conclude If the above events in 8K Miles Media have any
effect on:

(a) the Company and its operations, in view of the allegations in the
aforesaid resignation letter of the statutory auditor of that company
and the nature of the Company's relationship with BK Miles Media, as
described In paragraphs 6.1 and 6.2 above, respectively;

(b} the ability of the Company's subsidiary to transfer funds back to the
Company, in view of the |sans receivable by it from the entities of 8K
Miles Media Group in the USA as described in paragraph 6.3 above,
which could result in a possible impairment in the Investment of
Rs. 9,816.65 Lakhs held in that subsidiary, trade receivables of
Rs. 2,819,92 Lakhs and interest recoverable of Rs, 489,18 Lakhs from
such subsidiary; and

(e} the consequential impact, if any, of the same on the operations of the
Company.

b 2 Procurement of services and trade pavables

7.1

Based on the master service agreement with the external service provider,
referred to in paragraph 4(d) above, for technical and referral services to be
rendered towards certain customers, referred to in paragraphs 4(b) and 4{c)
above, the Company has recorded consultancy charges of
Rs. 1,706,40 Lakhs, far the year ended 31 March 2019 with an outstanding
liability of Rs. 1,709.16 Lakhs.

In the absence of complete information regarding proof of the services
rendered by the vendor, and in view of our cbservations in paragraph 4(d)
above in respect of this vendor, we are unable to conclede on tha
appropriateness / correctness / completeness / valldity of the expense and
the corresponding liakility recorded in the Statement.

Further, the Company has not evaluated tha applicability or coverage of
such services under the Goods and Service Tax Fegulations and has not
accrued / paid the same. However, in our opinion, such tax is payable on
those services. The management has not determined the amount of Goods
and Service Tax payable and any interest thereon. We are unable to
conclude on the consequential impact of the same on the Statement.
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Regulatory compliances

8.1 We are unable to conclude on the consequential Impact, if any, on the

operations and the financial performance of the Company arising out of the
following matters pertaining to non-compliance with the provisions of the
Companies Act, 2013 and notifications issued by the Securities and
Exchange Board of India (SEBI), as applicable:

(a) In the absence of appropriate processes for identifying related parties
in view of the matters reported in paragraph 4 (a) above, we are
unable to comment on the accuracy and completeness of the related
parties identified and disclosad by the Company Including compliance
with obtaining necessary approvals, as required, from those charged
with gowvernance.

(b) It was noted that in the case of two of the Directors who were
re-appointed at the Annual General Meeting (AGM) held on
18 September 2015 and designated as independent directors (One
was also the Chairman of the Audit Committee and the other a
member of the Momination and Remuneration Committee and also the
Chairman of the Stakeholder Relationship Committee), they may have
ceased to be independent directors under the Act with effect from
17 Movember 2015 and 12 August 2015, respectively, being the date
from when their relatives were employed either with the Company or
its subsidiary. These directors have been designated as non-
independent directors by the Company from & September 2019 and
13 February 2019, respectively.

Considering the above, we are unable to opine on the validity of the
meetings of the Board of Directors, Audit Committee, Stakeholder
Relationship Committee and Nomination and Remuneration Committee,
in regards to the quorum in such meetings and the resolutions
appraved in those meetings from the aforesaid AGM date until the
dates when the Company designated them as nen-independent
directors,

8.2 We are unable to conclude on the conseguential impact, if any, on the

Statement arising out of the matters pertaining to non-compliance with the
applicable master directions/ notifications issued by the Reserve Bank of
India (*RBI™) and provisions of The Foreign Exchange Management
Act, 1999, as amended, in respect of the following:

(a) The Company has export trade receivables and foreign currency
interest  receivable  aggregating Rs.  3,037.28 Lakhs and
Rs. 336.13 Lakhs, respectively, which are outstanding for more than
nine months, from the invoice date, as at 31 March 2019, which is
beyond the time limit stipulated under the Foreign Exchange
Management (Export of Goods & Services) Regulations, 2015, for
repatriation of foralgn currency receivables.

As at 31 March 2019, the Company had not made the necessary
intimaticns to the Authorised Dealer/ RBL as required under the Master
Directions provided by the RBI on Foreign Investment in India for loan/
collaterals/ pledge received from the promoter of the Company, being
a resident outside India, amounting to Rs, 1,395.02 Lakhs during the
year ended 31 March 2019.
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in.

11.

However, subsequent to the year-end, the Company has made an
intimation te the Autherised dealer on 12 July 2019 and is yet to make
an application far condonation of delay.

(c) It appears that the Company has provided a corporate guarantee to
Columbla Bank for a line of credit availled by BK Miles Software
Services Inc., a subsidiary of the Company, and Nexage Technologies
Inc,, & step down subsidiary of the Company, aggregating USD
5,000,000 on 12 September 2018, As per the loan sanction document
issued by Columbia Bank, the line of credit was approved by Columbia
Bank based on a representation by the Managing Director of the
Company that the corporate guarantee was approved by the
shareholders of the Company.

We hawve not been provided with minutes of the meeting of the
shareholders referred above approving such corporate guarantee. Further,
the Company has also not intmated the Authorised Dealer for
providing such corporate guarantee as required under the Master
Directions provided by the RBI on Direct Investment by Residents in
Joint Venture (JV) / Wholly Owned Subsidiary (WOS) Abroad.

8.3 Further, the Company has not carried out a comprehensive review of
compliance with laws and regulations and therefore we are unable to
commant if there are any other instances of non-compliance with laws and
regulations and any consequential impact thereof,

Information / clarifications requested but not provided

During the course of our audit, we have reguested from the management various
infarmatian and clarifications that were required for the purposes of our audit, In
addition to the information and clarifications pending in respect of the matters
described In paragraphs 4 to B above, information, inter alia, relating to
assessment of how the revenue recognised by the Company was in compliance
with the provisions of Ind AS 115, documentation supporting evaluation of the
expected credit losses as at 31 March 2019, documentation on services recelved
against certain consultancy expenses, confirmation of balances from customers,
vendors and other parties, etc., are also pending to be provided ko [/ received by
us. In wiew of such pending information, we have not been able to obtain
sufficient appropriate evidence to conclude on those matters to express an
opinion on the Statement.

Book entries

In view of the matters described in paragraphs 4, 5, 6.3, 7 and 9 above, we are
unable to state if any of the transactions referred to in those paragraphs were
represented by mere book entries.,

IJs& of gaing concern assumplion

In view of the matters reported in paragraphs 4 to 10 above, and in the absence
of reliable cash flow projections by the management, and any consequential
impact of those matters on the Statement and operations of the Company, we are
unable to comment on the appropriateness of the going concem assumption

~adopted by the management in the preparation of the Statement.
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12,

13.

14,

2 November 2019
VE/IT/RB/2019
Limigue Tdentificaton Mumber;

Information on subsidiaries

Based on information in the public domain BK Miles Cloud Solutions Pte. Limited,
Singapore has stated itself to be a subsidiary of the Company. This entity appears to
have been incorporated on 8 May 2017, Further, BE Miles Software Services Pte. Ltd,
Singapore and BE Miles Software Services UK Limited, United Kingdom axist with the
promoter directors appearing as sharsholders/directors. The incaorparation of wholly
owned subsidiaries in these countries were approved by the Board of Directors of the
Campany on 30 May 2018,

However, all these three entities have not been consldered by the management of the
Company as subsidiaries in the standalone financial statements, We are informed by
the management that these entities are not subsidiaries of the Company and the
infarmation in the public domain, including with the regulatory authorities in those
geographles are not correct.

We have not been pravided with the audited financial statements of these entities
and/for any other verifiable evidence to ascertain the relationship of these entities with
the Company. Hence, we are unable to comment on the relationship of these entities
and the consequential impact these entities may have on the Statement.

Becausza of the significance of the matters described in paragraphs 4 to 12 above,
we have not been able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinicn as to whether the Statement:

(1} i= presented in accordance with the requirements of Regulation 33 of the
SEBI {Listing Obligations and Disclosure Requirements) Regulations, 2015, as
modified by Circular No, CIR/CFD/FAC/62/2016 dated 5 July 2016; and

(i) glves a true and fair view in confarmity with the aforesaid Indian Accounting
Standards and other accounting principles generally accepted in India of the
net profit and Total comprehensive income and other financial information of
the Company for the year ended 31 March 2019.

The Statement includes the results for the Quarter ended 31 March 2019 being
the balancing figure between figures in respect of the full financial year and the
previously published year to date figures up ko the third guarter of the current
financial yvear.

Far Deloitte Haskins & Sells LLP
Chartered Accountants
(Firm’s Registration Mo, 117366W/W-100018)

nh

V. Balaji
Partner
{Membership No. 203685)
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INDEPENDENT AUDITORS" REPORT
TO THE BOARD OF DIRECTORS OF
BK MILES SOFTWARE SERVICES LIMITED

1.

We were engaged te audit the accompanving Statement of Consolidated Financial
Results of 8K MILES SOFTWARE SERVICES LIMITED ("the Parent”/"the Holding
Company"/"the Company™) and its subsidiaries (Refer paragraph 16 below, for the
subsidiaries that are considered in these consolidated financial results), (the Parent and
its subsidiaries together referred to as "the Group”) for the year ended 31 March 2019
(“the Statement”), being submitted by the Parent pursuant to the requirement of
Regulation 33 of the SEB! (Listing Obligations and Disclosure Requirements) Regulations,
2015, as modified by Circular No, CIR/CFD/FAC/62/2016 dated 5 July 20146.

This Statement, which is the responsibility of the Parent's management and approved by
the Board of Directors, has been compiled from the related consolidated financial
statements which has been prepared in accordance with the Indian Accounting
Standards prescribed under Section 133 of the Companies Act, 2013 ("the Act"), read
with relevant rules issued thereunder ("Ind AS"}) and other accounting princliples
generally accepted in India.

Qur respansibility is to conduct an audit of the Statement in accordance with Standards
an Auditing specified under section 143(10) of the Act and to issue an auditor's report.
However, because of the matters described in Paragraphs 4 to 15 below, we were not
able to abtain sufficient appropriate audit evidence o provide a basis for an audit
apinion on the Statement,

Beport unde ion 14 8

During the course of our audit of the Statement for the year ended 31 March 2019 we
came across certain transactions that gave us reason to believe that suspected offences
invalving fraud have been committed in the Group, Such transactions with regard to the
Statement, inter alla, pertained to:

fa) Several instances of incensistencies bebween the initial bank statements and the
subsequent bank statements provided for verification in certain subsidiaries. also
see paragraphs 6.3 and 7 below,

23] Several instances of inconsistencies between declarations provided by Directors
and information available in the public forum which demanstrated swistance of
probable related parties which were not disclosed previously, induding certain
transactions with such parties which were not disclosed or approved by the Auodit
Committes/Board of Directors. Also see paragraphs 6.3 and 12.1{a) below.

() Several instances of transactions with certain customers, wherein the Company
was not able to provide us with the particulars of the services rendered and
acknowledged by the customer, the details of emplovees actually rendering such
seryice, the appropriateness and source of the monigs recelved from such
customers, Also see paragraph 7 balow,

France Cencre, Tawer 3, 27 - 32 Floor, Serapall Bapat WMarp. Elohinstone Road (dest), Mumnal - SHF013 Mehaiashiea, inde
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(d) Several inconsistencies with the names of the parties / customers mentianed in
the bank statements of some of the subsidiaries and the books of account
maintained by those subsidiaries, Also see paragraph 4(a) above and paragraphs
6.3 and ¥ below,

(e Several instances of multiple addresses being considered in various
communications with certain customers in the Invoices, website of the customer,
on cheques received from custemers, including instances wherein some of the
communication addresses coincided with the residential address of certain
employees of the Company or its subsidiaries, which impacted our ability to
establish the authenticity of the customer. Also see paragraph 7 below.

(F} Several instances of communications with a vendor, whergin there were multiple
communications using different email ids, documents with varying signatures and
differences in the spelling of the common signatory of the vendor, etc. which
impacted our ability to establish the authenticity of the wvendor. Also see
paragraph 8.1 below,

(g} Several instances of transactions with wvendors, wherein there were
inconsistencies between the nature of services as mentioned in the invoices and
the basis of recording In the books of account as consultancy expenses and
intangible assets, multiple federal tax identification against the same wvendaor,
contracts signad by employees post cessation of their employment, etc. Also see
paragraph 8.2 below,

(h)  Appropriate approvals and concerns over recovery of advances made to a related
party, by the Group. Also see paragraph 6 below.

Pursuant, inter iz, to the abowve observations, we requested the Acdit Committee of the
Company to provide us with their replies or obsarvations to the aforesaid matters for us to
consider the same as part of our audit.

Subsequent to our reporting of such matters to the Audit Committee vide our letter
dated 15 July 2019, the Audit Committee in its meeting held on 18 July 2019 appointed
an external firm of Chartered Accountants to carry out an investigation. We are informed
that as on the date of this report, the investigation repart of the extemnal firm of
Chartered Accountants has not yet been received by the Company and, hence, the same
has not been made available to us.

Further, we also included the aforesald matters in our report dated 13 September 201%
to the Central Government in a2ccardance with the requirements of section 143{12) of
the Act.

Pending recaipt of the report on the findings ef such investigation and pending receipt of
information and explanations and evidences relating to the aforesaid matters from the
management of the Company, we have been unable to ebtain sufficient and appropriate
audit evidence in respect of the above matters/ transactions that gave us reason to
beliove that suspected offences invelving frawd may have been committed in the
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In view of the above, we are unable to comment on the consequential adjustments, if
any, that may be required to the Statement in this regard.

5. Access to books of account of a subsidiary and information on subsidiarias
51. Qur terms of engagement for the audit of the Statement included the

Sl

management's responsibility to pravide us access, at all times, to the records of
all the subsidiaries of the Company in so far as it relates to the consolidation of
its financial statements as envisaged In the Act.

Howewver, the Company did not provide us the access to the records and books of
account of 8K Miles Software Services FZE, a wholly owned subsidiary of the
Company, which represents total assets of Rs. 11,635.68 Lakhs as at
31 March 2019, total revenues of Rs. 7,560.23 Lakhs, profit after tax of
Rs. 789.65 Lakhs and net cash outflows amounting to Rs. 96 Lakhs for the year
ernded on that date, as considered in the Statement.

These balances have been included, in the Staterment, by the management
based on financial statemants of the subsidiary, prepared in accordance with the
International Financial Reporting Standards (IFRS), whergin the auditar of the
subsidiary has issued an unmodified report,

We were unable to obtain sufficient appropriate audit @vidence about the state of
affairs of the subsidiary as at 31 March 2019 and the results of its operations for
the vear then ended, in the absence of access to the records and books of
account of the subsidiary.

Based on information in the public domain 8K Miles Cloud Solutions Pre. Limited,
Singapore has stated itself to be a subsidiary of the Holding Company. This entity
appears to have been incorporated on 8 May 2017. Further, BK Miles Software
Services Pte, Ltd, Singapore and BK Miles Software Services UK Limited, United
Kingdam exist with the promoter directors appearing as shareholders/directors.
The incorporation of wholly owned subsidiaries in these countries were approved
by the Board of Directors of the Holding Company on 30 May 2018,

Howeawvar, all thesa three entities have not been considered by the management of
the Holding Company as subsidiaries in the preparation of the consolidated
financial statements. We are informed by the management that these entities are
not subsidiaries of the Holding Company and the information in the public
domain, including with the regulatory autharities in those geographies are nof
correct.

We have not been provided with the audited financial statements of these entities
and/or any other verifiable evidence to ascertain the relationship of these entities
with the Halding Campany. Hence, we are unabla to commeant on the relationship
of these entities apd the impact the financial statements of these entities may
have on the Statemant.
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6.

BK Miles Media Private Limited ("8K _Miles Media”)

B.1.

6.2.

6.3,

Around the last week of September 2018, we were made aware of the resignation
of the statutory auditor of 8K Miles Media, a company promoted by the promoter
directors of the Company, vide their resignation letter dated 30 April 2018, As par
the szaid letter, the resignation was due to the misuse of that &udit Firm’s Letter
Head and signature of their Partner through forgery in certain ODI Certificates
submitted by BK Miles Media to its bankers for transfer of funds of
uspD 71.51 Lakhs (Rs. 4,612.91 Lakhs) to 8K Miles Media Holdings Inc. USA, a
subsidiary of BK Miles Media. BK Miles Media and its subsidiaries (together "8K
Miles Media Group") were identified as a related party in the consolidated
financial statements of the Company for the year ended 31 March 2018,

Dwring the pericd ended 31 December 2018, the management of 8K Miles Media
initiated an independent forensic review to evaluate the authenticity of the
signatures in the 0D Certificates referred above, BK Miles Media has submitted a
copy of the forensic report to the Company. We understand that the aforesaid
forensic report states that the writer of the signature in the QDI cerfificates is the
same as that of the specdmen signatures of the audit partner as provided to the
forensic auditor thereby concluding that there was no forgery in the 0ODI
certificates.

Since this matter relates to a company where another firm is the statutory
auditar and since the financial statements of that company are not included in the
consolidated financial staterments of the Company, we have not been able to
perform any proceduras ralated to the allegation or the forensic report.

Further, during the last week of September 201E,

{a) the CEQ and Managing Director of the Company, who was also a promoter
director In BK Miles Media, resigned as a director in 8K Milas Media.

(b)Y the CFO and Executive Director of the Company, who was the other
promoter director in BK Miles Media, resigned from his role as COFO of the
Company stating that his resignation was o have the neceszary time to
clear all the baseless allegations and unsubstantiated allegations relating to
BK Miles Media. However, he continues to be a director in both the
Company as wall as 8K Miles Madia.

The Company has trade and other receivables aggregating Rs. 3,309.10 Lakhs as
at 31 March 2019 receivable from BK Miles Software Services Inc., a subsidiary.
It may be noted that this subsidiary had loans receivable from entities of BK Miles
Media Group in the USA aggregating USD 89,61 Lakhs (Rs. 5,808.44 Lakhs) as at
21 March 2018.
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We are informed by the management of the Holding Company that such amounts
due, including interest as accrued, have been fully recoverad as at 31 March 2019
by that subsidiary. Howsevear, in the absence of appropriate workings for the
interest, documentation regarding loan agreements and due to Inconsistencies
noted between the transactions as per the Bank Statements of the subsidiary
with the transactions as recorded in the beoks of account of the subsidiary, as
mentioned in paragraphs 4{a) and 4{d]) above, we were unable to confirm the
management’s assertion on the said collecticns made by the subsidiary.

6.4. We are unable to conclude If the above events in BK Miles Madia have any effect
on:

[a) the Group and its operations, In view of the allegations in the aforesaid
resignation letter of the statutory auditor of that company and the nature
of the Group’s relationship with 8K Miles Media, as described in paragraphs
6.1 and 6.2 above, respectively;

({5} the status of the Group's receivable from such related party, as described
in paragraph 6.3 above; and

[ch the consequential impact, if any, of the same on the operations of the
Group.

T Revenue from Caontracts with Customers and related outstanding receivables

Dwuring the vear ended 31 March 2019 the Group initially recognised revenue aggregating
to Rs. 54,789 Lakhs (including Rs. 2,428.69 Lakhs relating to the Company) from the
customers referred to in paragraphs 4(c), 4{d) and 4{e) above.

The management has, subsequently, based on our report under section 143(12) of the
Act reversed and derecognised revenue aggregating te Rs. 16,940.66 Lakhs [including
Fs. Mil relating to the Company) and the conseguant receivables, Accordingly, the net
revenues recognised from these customers during the year aggregated to Rs. 37 848.34
Lakhs and the outstanding receivables as at 31 March 2019 is Rs. 9,382.13 Lakhs
{includes balances of Rs. 1,022.36 Lakhs outstanding even as at 31 March 2018).

In the absence of complete information regarding the proof of services rendered, efforts
expended, basis of revenue recognition and reversal/derecognition, and in view of our
observations in paragraphs 4(c), 4(d) and 4(e) above in respect of these customers, and
incansistencies in the bank statements referred in paragraph 4{a) abowve, we are unable
o conclude on the appropriateness [/ correctness f completeness f validity of the net
revenue recognrised, compliance with the recagnition and measurement of revenue
required under the Indian Accounting Standard [Ind AS)Y 115 - Revenue from Contracts
with Customers and the corresponding receivables in the Statement.

The Group has also not carried out an evaluation of the expected credit loss required
under Indian Accounting Standard (Ind AS) 109 - Financial Instruments (Ind AS 109) for
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8.

Procurement of services and trade payables

8.1.

8.2.

Based on the master service agreement with the external service provider,
referred to in paragraph 4(f} abowe, for technical and referral services to be
rendered towards certain customers, referred to In paragraphs 4{c) and 4{e)
above, the Company has recorded consultancy charges of Rs, 1,706.40 Lakhs, for
the vear ended 31 March 2012 with an outstanding liability of Bs. 1,709.16 Lakhs.

In the absence of complete information regarding proof of the services being
rendered by the vendar, and in view of our observations in paragraph 4(f) above
in respect of this vendor, we are unable to conclude on the appropriateness [/
correctness [/ completeness [/ wvalidity of the expense and the corresponding
lizbility recorded in the Statement.

Further, the Company has not evaluated the applicability or coverage of such
services under the Goods and Service Tax Regulations and has not accrued / paid
the same. Howewver, in our opinion, such tax is payable on those services., The
management has not determined the amount of Goods and Service Tax payvable
and any interest therean, We are unable to conclude on the conssgquential impact
of the same on the Statement.

Based on the invoices received from certain vendaors, referred to In paragraph
4{g) abova, the Group has far the year ended 31 March 2019 recorded
consultancy charges aggregating Rs. 26,689.45 Lakhs, intangible assetsfassets
under development of Rs. 22,267.29 Lakhs, with an outstanding liability of
Rs. 2,224.43 Lakhs as at that date.

In the absence of complete Information regarding nature of the services beaing
rendered, the customers for whoem these services were rendered and the nature
of Intangible ascets being developed, and in view of cur observations in
paragraph 4(g) abave in respect of these vendors, we are unable to conclude on
the appropriateness [ correctness [/ completeness [/ validity of the expense, the
intangible  assetfasset  under development and the corresponding
liability/payment recorded in the Statement.

Income Taxes

The Group has recorded tax expenses [net) of Bs, 1,270,577 Lakhs during the yvear endead
31 March 2019, and has a net tax ascet a< at that date of Rs. 3,155.17 Lakhs and a net
deferred tax liability of Re, 731.91 Lakhs relating to certain of its foreign subsidiaries.

We have not been provided with the tax returns filed with regard to its foreign
cubsidiaries, reconciliation of the balances considered in the tax returns so filed with the
audited Ffinancial statements of the subsidiaries, the tax position and status of
assessments of such subsidiaries, a roll forward to the deferred tax position as at
31 March 2019 from 31 March 2018 and the workings for the tax provision for the
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We are accordingly unable to cenclude on the carrying amounts of tax assets and
liabilities, including deferred tax balances, as at 31 March 2019, as considered in the
Statement. Further, in the absence of the tax returns we have also not been able to
validate if the profits of these subsidiaries considered in the tax returns and as per the
books of account provided to us were the same.

Intangible asset capitalisation and evaluation ef impairment, including for gooadwill
10.1. The Group has during the year capitalised costs towards internally generated

10.2.

intangible assets and internally generated intangible assets under development
amounting to Rs. 32,293.80 Lakhs {also refer paragraphs 4{q) and 8.2 above).

In the absence of appropriate documentation as to the nature of these intangible
assets, data to demonstrate the appropriateness of the timing to commence
capitalization of costs associated with such intangible assets as well as the basis
ko damanstrate the costs capitalised in fact were ascociated with the intangibles
being developed, we are unable comment on the carrying value of such intangible
assets as at 31 March 2019,

The Group has goodwill and acquired intanaibles (net of amortisation) of
Rs. 62,800.11 Lakhs as at 31 March 2019.

The management has not provided us with their assessment of any impairment te
the carrying value of such goodwill and other intangible assets. Accordingly, we
are unable to comment on the appropriatenass of the carrying value and the
recoverability of such goodwill and other intangible assats as at 31 March 2019,

Business Combinations

The Group had in the previous year ended 31 March 2018 completed certain acquisitions
or had pald advances towards proposed acquisitions, wharein we noted that:

11.1.

During the previous year ended 31 March 2018, the Group had recorded an
amount of USD 3,304,557 (INR 2,142.01 Lakhs) as contingent consideration due
to the erstwhile owners of Cornerstone Advisors Group LLC ("Cornerstone”)
payable upon satisfaction of conditions as specified in the acquisition agreement.
During the current year an amount USD 1,747,198 (IMR 1,218 B5 Lakhs) has
been paid by the Group to the erstwhile members of Cornerstane. In the absence
of details with respect to satisfaction of conditions as specified in the acquisition
agreement, we are unabla to cemmant on the amount of contingent consideration
that has been paid during the year and the carrying amount of USD 1,557,359
(Rs. 1,079.56 Lakhs), as the liability towards contingent consideration as at
31 March 2019. Further, such consideration has not been fair valued as required
under Ind AS 109,
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11.2. An advance of USD. 5,500,000 was pald by one of the subsidiaries of the

Company, during the previous year ended 31 March 2018, consequent to a Share
Purchase agreamant entarad into with a Seller and a Corporation for acquinng the
entire gutstanding shares of the Corporation. In accordance with the said
agreement, in the event the closing of acquisition doesn’t oocur within 15 months
{i.e. before February 2019) from the date of agreement, Seller will retain Five
Hundred Thousand US Dollars (500,000} as penalty and balance Six Million US
Doliars ($6,000,000) shall be refunded to the Group within 5 calendar days.

As at 31 March 2019 the acquisition as planned was not completed and the
management of the Company has represented that the term of the Share
Purchase agreement has been extended. In the absence of a supporting
convincing evidence and our inability to send direct confirmation request te the
Seller and the Corporation on the revision of the terms including waiver of the
penalty, due to not receiving the communication address to which the
confirmation reguests were to be sent, we are unable to comment on the
recoverability of the amount of Rs. 4,505.80 Lakhs (equivalent to USD
5,500,000) included under hote 9 as “advances towards acguisition®, as at
31 March 2019 and the consequential impact, if any, an the Statement.

1.2, Regulatory compliances

12.1. We are unable to conclude on the conseguential impact, If any, on the operatlons

and the financial performance of the Group arising out of the following matkers
pertaining to non-compliance with the provisions of the Companies Act, 2013 and
natifications issued by the Securities and Exchange Board of India [(SEBI), as
applicable:

{8) In the absence of appropriate processes for identifying related parties in
view of the matters reporied in paragraph 4{b) above, we are unable to
comment on the accuracy and completeness of the related parties identifled
and disclosed by the Company including compliance with obtaining
necessary approvals, as required, from those charged with governance.

(b} It was nated that in the case of two of the Directors who were re-appointed
at the Annual Ganeral Meeting {AGM) held on 18 September 2015 and
dezignated as independent directors (One was zlso the Chaimman of the
Audit Committee and the other a member of the MNomination and
Remuneration Committee and also the Chairman of the Stakeholder
Relationship Committes), they may have ceased to be independent directors
under the Ack with effect from 17 Movember 2015 and 12 August 2015
respectively, being the date from when their relatives were employved either
with the Company or its subsidiary. These directors have been designated as
nof-independent directors by the Company from & September 2019 and
13 February 2019, respectively.
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Considering the above, we are unable to opine on the validity of the
meetings of the Board of Directors, Audit Committee, Stakeholder
Felationship Committee and Momination and Remuneration Committes, in
regards to the quorum in such meetings and the reselutions approved in
those meetings from the aforesaid AGM date until the dates when the
Company designated them as non-independent directors.

12.2. We are unable to conclude on the consequential impact, if any, on the Statement
arising out of the matters pertaining te non-compliance by the Holding Company
with the applicable master directions/ notifications issued by the Reserve Bank of
India ("REI") and provisions of The Forsign Exchange Management Ack, 1993, as
amended, in respect of the following:

(2]

(b)

(ch

The Helding Company has export trade receivables and foreign currency
interest receivable aggregating Rs. 3,037.28 Lakhs and Rs. 336.13 Lakhs,
respectively, including Intra-group recelvables which amounts, as at
31 March 2019, were ocutstanding for more than nine months from the
inveice date, which is beyond the time limit stipulated wunder the Foreign
Exchange Management (Export of Goods & Services] Regulations, 2015, for
repatriation of foreign currency receivables.

A5 at 31 March 2019, the Comparny had nol made the necessary intimations
to the Authorised Dealer/ RBI as required under the Master Directions
provided by the RBI on Foreign Investment in India for loan/ collaterals/
pledge received from the promoter of the Company, being a resident outside
Indla, amounting to Rs. 1,395.02 Lakhs during the vear ended
31 March 2019,

However, subsequent to the year-end, the Company has made an intimation
te the Authorised dealer on 12 July 2019 and is yet to make an application
for condonation of delay.

It appears that the Holding Company has provided a corporate guarantee to
Columbia Bank for a line of credit availed by two of the subsidiaries in the
Group aggregating USD 5,000,000 on 12 September 2018. As per the lecan
sanction document issued by Columbia Bank, the line of credit was approved
by Columbia Bank, based on a representation by the Managing Director of
the Holding Company that the corporate guarantee was approved by the
shareholders of the Holding Company.

We have not been pravided with minutes of the meeting of the shareholders
referred above approving such corparate guarantes, Further, the Company
ha=z al=o not intimated the Authorized Dealer for providing such corporate
guarantee as required under the Master Directions provided by the REI on
Direct Investment by Residents in Joint Venture (V) / Wholly Owned
Subsidiary {WOS) Abroad.
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13.

14.

15,

16.

12.3. Further, the Holding Company has not carried out a comprehensive review of
compliance with laws and regulations and therefore we are unable to comment if
thera are any other instances of non-compliance with laws and regulations and
any consaquential impact thereof,

Inf ion / clarificat tedl but not e

During the course of our audit, we have requested from the management warious
information and clarifications that were required for the purposes of our audit. In
addition to the information and clarifications pending in respect of the matters described
in paragraphs 4 to 12 above, Information, Infer alia, relating to assessment of how the
revenue recognised by the Group was In compliance with the provisions of Ind AS 115,
documentation supparting evaluation of expected credit losses as at 31 March 2019,
information of payroll costs recognised in some of the subsidiaries, confirmation of
balances from customers, vendors and other parties, etc., are also pending to be
provided to / received by ws. In view of such pending Iinfarmation, we have not been
able to obtain sufficient appropriate evidence to conclude on those matters to express an
gpinion on the Statement.

Eook Enfries

In view of the matters described in paragraphs 4, 6.3, 7, 8, 10 and 13 of the Basis for
Disclaimer of Opinion section of our report, we are unable to state if any of the
transactions referred to in those paragraphs were represented by mere book entries.

Use of going concern assumplion

In view of the matters reported in paragraphs 4 to 14 above, and in the absence of
reliable cash flow projections by the management, and any consequential impact of
thase matters on the Statement and operations of the Group, we are unable to comment
on the appropriateness of the going concern assumption adopted by the management in
the preparation of the Statement.

The Statement, includes the results of the following entities:

(i} BE Miles Software Services Limited ("the Parent™)

(i} BE Miles Software Services Ing, USA, the Subsidiary

(i) BE Miles Health Cloud Ing, USA, the Wholly Owned Subsidiary

(iv) BE Miles Software Services FZE UAE, the Whaolly ODwned Subsidiary

i) Mentor Minds Solutions & Services [nc, USA, the Wholly Owned Subsidiary
{vi} MNexage Technologies USA Inc,, the Step down Subsidiary

{wil} Cornerstone Advisors Group LLC, the Step down Subsidiary

{vill)Serj Solutions Inc. USA, the Step down Subsidiary
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17. Because of the significance of the matters described in paragraphs 4 to 15 above, we
have not bean able to obiain sufficient appropriate audit evidence to provide a basis for
an audit opinion as to whether the Statement:

a. is presented In accordance with the requirements of Regulation 33 of the SEBI
(Listing Obligations and Disclosure Requirements) Regulations, 2015, as modified by
Circular No. CIRSCFDSFACSER2/2016 dated 5 July 2016; and

b. gives a true and fair view In conformity with the aforesaid Indian Accounting
Standards and other accounting principles generally accepted in India of the net
profit, Total comprehensive income and other financial information of the Group for
the year ended 31 March 2019,

For Deloitte Haskins & Sells LLP
Chartered Accountants
[Firm's Registration Mo, 117366W/W-100013)

VA FL-‘

V. Balaji

Partner

{Mambership No. 203685)

2 Movermnber 2019
VB/IT/RES 2019
Unigue Identificaticn Mumber:

1920362 SARRABRELLID
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. BE Milas S-:uf't.ware Services Limited

The Board has deliberated about the financial statements and the report of the statutory auditors,
The response for qualification of the Auditors opinion has been provided below:

i
. LU

o H_qandal I:I 3 =
Auditor's Obseryation; Management's Response =~ |

em 1
(a) Several instances of inconsistencies
between declarstions  provided by

Dérectors and information available in
the pubfic forum which demonstrated
existence of probable related parties
which were naot disdosed previously,
| in¢luding certain transactions with such
parties which were not disdosed or
approved by the Audit Committes [/
Board of Directors. Also see paragraph
5.1{a) below,

|

The Directors have provided the appropriste
domments as regured under the law and
befeves to their nowledge thers is no related
parties which wers imdisclosed.

(b) Several instances of transactions with
certain customers, wherein the Company
was ot able to provide s with the
particulars of the services rendered and
acknowledged by the customes, the
detalls of emplovess actually rendering
such service, the appropriateness and
source of the manies received fram such
customers. Also see paragraph 2 below.

The Management hereby affirrs that the
proper time sheets and nature of sendices
rendered were submitted te the awdit tesm
durtng the audit along with  the
acknowledgerment  received  from  such
customers.  Also, the confirmation of balances
were received from the customers and the
Company has requested such oustomers far the
paymant schedule to support the recoverability
of the amounts from them.

[cl Several instances of multiple addresses
being considered In various
communications with certain customers
m the invoices, website of the customer,
on cheques received from customers,
including instances wherein some of the
commumication addresses coincided with
the residential addreszs of certaim
employess of the Company or fts
subsidiaries, which impacted our ability
ta establish the authenticity of the
customer. Also see paragraph 2 below.

The Maragement hereby states thet cestain
astomers have multiple locations and the
services were provided at various bocations, The
Management has duly darified to the awdit team
about the addresses of the employvess who wers
previousky the employees of our custormers,

(d} Several instances of communications with
a vendor, wherein there were multiple
communications wsing different email
ids, documents with varving signatures
and differences in the spelling of the
cammon signatory of the vendor, etc.
which impacted our ability to establish
the authenticity of the vendor, Alsn see

The Management has  glven
explanations ta audit tearm during the audit far
the ermail addresses used by the vendor. The
Management affirms that the authenticity of
that vendor hes been established by abtaining
direct confirmation from that wvendor with
respect to services provided, The Management
alse of the opinion that usage of multiple email
addressies is the preference of the vendor.

=
necessary
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paragraphs 3.3 and 4 below.

(e| Appropriate approvals and concerns over
recovery of advancas made to a related
party, by a subsidiary af the Company,
Acfer paragraph 3 for more details.

The management confirms that advances to a
related party has been fully recovered during the
year of audit and there is MO autstanding at the
end aof 31st March 2019 as per the books of
Jecaunt,

Several instances of WEMIDILES
incansistencies were also noted during
our audit of the books of account of
certain foreign subsidiaries in association
with our asudit of the consolidsted
financlal statements of the Company.

i)

The managemert states that the subsidiary
accounts kave been audited by the auditar in the
domicile of subsidgiary and not reported any such
INCOnESteEncHEs,

Item 2

Revenue from Contracts with Customers and
related cutstanding receivables

During the year ended 31 March 2015 the |
Company recognised revenue aggregating to
As.2,428.69 Lakhs from the customers referred
to in parzgraphs (b} and 1{c] above wherein
such custormers have an ocutstanding balance
aggregating Rs3.464.01 Lakhs as at 31 March
201% [includes balances of Rs.1022.36 Lakhs
outstanding even as at 31 March 201E).

In the absence of complete mformation
regarding the proof of se2rvices rendered, effarts
expended, and in view of our observations in
paragraphs 1{b) and 1fc} above in respect of
these customers, we are unable to ennclude on
the  approprigtensss ) correctness S
completengss [/ walidity of the revenue
recagnised, compliance with the recognition and
measurement of revenue required wnder the
Indizgn Accounting Standard [Ind  AS) 115
Revenue from Contracts with Customers and the
corresgonding receivables in these standalons
financial staterments.

The Company has also not carmed out an
evaluation of the expected credit loss required
under Indian Accounting 5tandand (ind A5) 105 -
Financial Instruments for the outstanding trade
receivables as at 31 March 2019 and therefore
we are unable to comment on the adequacy and
sppropristeness of the provsion made against
the trade receivable balances as at 31 March
2015,

The Company has obtained the necessary
balance confirmation from the customers as at
the end of the year and the Compary has
resjuedted such custamers for the payment
schedule to support the recoverabdlity of the
amounts from those customers, As the amounts
gre pood to recower, an evaluation of the
expected credit loss as reguired under Indian
Accounting Standard (Ind AS) 10% — Financial
nstruements  for  the  outstanding trade
recatvables does not anse.

Ag pxplzined 1(b) abowe, the Mamagement
hereby affirms that the proper time sheets and
nature of services rendered were submitted to
the audit team during the audit along with the
acknowledgement  received  from  such
oustomers, Also, the confirmation of balances
were received from the customers and the
Company has requested such customers far the
payment schadube to support the recoverability |
of the amounts from them, |

ltem Mo, 3: 8K Miles Media Private Limited
3.1 Around the last week of September 2018,

The management states that the forensic experts




we wers made Jware of the resgnation
of the statutory awditor of 2K Miles
Media, @ compary promoted by the
promaoter directors of the Company, vide
their redgnation letver dated 30 30 April
2018, As per the said letter, the
resignation was due to the misuse af that
Audit Firm's Letter Head and signature of
their Partner through forgery in certain
ODI Cestificates submitted by BK Miles
hedia ta itg bankers far transfer of funds
of USD 7151 Lekhs (As. 4,612.91 Lakhs)
to BE Miles Media Holdings Inc. USA a
subsidiary of 8K MWiles Mediz. S Miles
hMediz and its subsidizries [bogether “BK
Mites Media Group”) were identified a a
related party in the consofidated finandial
statements of the Company for the year
andad 31 March 20138. During the period
ended 31 December 2018, the
management, of 8K Miles Media initiated
an  independent  forensic review  to
evaluate the asuthenticty of the
signatures in the ODI Certificates referred
above. BK Miles Media has submitted a
copy of the forensic report to the
Company. We understand that the
aforesaid forensic report states that the
writer of the skanatwre in the QDI
certificates is the same as that of the
specimen signatures of the audit partner
a5 provided to the foremsic auditor
therebw concluding that there was no
forgery in the ODI certificates, Since this
matter refates to a company  where
anather firm ks the statutony auditor and
since the financial staterments of that
compary are not included i the
consolidated financial statements of the
Company, we have not been able to
perform any procedures related to the
allegation or the forensic raport.

appointed by the 3K Miles Media Private Limited
hawe submitted their report to the Board
wherein they have concluded that all the
#Hlegations made on &K Mies Media are not
trug. The Board hereby has duly taken that
repart into record, The management further
clarifies there is no relationship nexus between
BE Miles Mediz and the Comparny, except for the
emiion  promates.  Thus,  there & no
raquirerment of providing financial statements of
8K Miles Media to the auditors,

32

£y

Further, during the week of
September 2018,

the CEQ and Managing Director of tha
Company, who was also 8 promoter

director in 8K Miles Media, resigned as &

last

The Management affirms that 8K Miles Madia
has no nexus except for the common promoners.
Henee the fale and haseless allegations have no
impact on the Company and its aparatsons,

The Trade raceivables from BE Software Services
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director in 2K Miles Madia,

the CFO and Executive Director of the
Company, who was the other promoter
director in 8K Miles Media, resigned fram
his role as CFQ of the Company stating
that his resignation was to have the
necessary time to clear all the baseless
allegations and ursubatant ated
allegations relating to 8 Miles Media.
Howawer, he continuas to be a director in
both the Company as well as 8K Miles
Media.

The Company has ftrade and other
receables aggregating As.3,309.10 Lakhs
as at 31 March 2019 receivable from BE
Mikes Software Services Inc, a subsidiary.
It may be noted that this subsidiary had
lgans recervable from entitizs of 8K Miles
Media Group in the USA aggregating USD
89,61 Lakhs [Rs.5,808.44 Lakhs) as at 31
March 1018,

We are informed by the management of the

Com

pany that such amounts due, including

interest as accrued, have been fully recovered
@z at 31 March 201% by that subsidiary.

Hiw

ever, in the absence of appropriate

workings for the interest, documentation
regarding loan agreements and dwe to

INCOnGISteEnces

noted between the

transactions as per the Bank 5tatements of

the

subsiciary  with the transactions as

recorded in the books of account of the

siubs

management’s

idiary, we were unable to confirm the
assertion on the  said

collections made by the subsidiary.

Inc., a subsidiary is an angoing account and have
since received RsB5B8.48 Lakhs till date of this
Feport.

With respect to loans receivable from 2K Miles
Pledia Group in USA = the total amount
including the mterest charge an the sutstanding
amounts have been fully recovered and as at the
J1st March 2019 the balance from 8K Media i
MNIL.  Alka the Mansgerment affemd that the
approprizte workings for the interest on the
amounts outstanding have been provided and
recovered in full.

Based on the above facts and continuity of the
business and operations of the subsidiary, the
Managements believes that  there & no
possibility of Impairment | the investments
made by the parent company and the
recoverability of the amount receivables are
good,

1.4

[a]

ib)

We are unable o conclude if the above
events in 8K Miles Media have any effect
an:
the Company and its operations, in view
of the allegations in the aforesaid
resignatign  letter of the stafubory
suditor of that company and the nature
of the Company's relationship with 8K
Miles Madia, as described in parapraphs
1.1 and 3.7 above, respectively;
the abllity of the Company's subsidiary
to transfer funds back to the Company,

As explained the company has received all the
outstanding amounts prior to December 2018
and the above allegation is nothing to do with |
thee campary as It is neither a related party mor a |

| subsidiary,




ic)

in view of the loans receivable by it
from the entities of 8K Miles Kedia
Group In the WA as described in
paragraph 3.3 above, which could result
in a possible impairment In the
investment of R5.9.816.65 Lekhs held in
that subsidiary, trade receivables of
Rs. 281992 Lakhs and  interest
recoverable of Rs 459 1R Lakhs from
such subsidiary; and

the consequential impact, if any, of the
same on  the operations of the
Company.

fterm & Procurement of services and trade
payables

4.1

4.0

Based on  the master senvice
apresment with the external sarvice
provider, referred to in paragraph 1[d}
above, for technical and referral
services 1o be  rendered towards
certaim customers,  referred  to in
paragraphs 1 [b) and 1lic) above, the
Company has recorded consultancy
charges of Rs.1,006.40 Lakhs, for the
veal ended 31 March 2019 with an
cutstanding liabikity of As1,709.16
Lakhs. In the absence of tompléte
information regarding proof of the
services rendered by the wendor, and
in wview of our obsendations in
paragraph 1id} above in respect of this
vendor, we are unable to conclude on
the appropriateness [ correctness [
completenass [ validity of the expense
ard the corresponding  Hability
recarded in these standalone financial
statements.

Further, the Company has not
evaluated the applicability or covarage
of such services under the Goods and
Service Tax Regulations and has not
accrued [ paid the same. Howsver, In
our opinlon, such tax is payable on
those services, The manzgement has
not determined the amount of Godds
and Service Tax payable and any
interast therson. We are unable to
conclude on the consequential impact

The Management has provided the audit team,
the details with respect to services availed from
the wendor, confirmation of the charges and
pavables.

With respect to GST  applicability, the
Management is in the process of abtaining a
prafessianal apinion and will take regulsite steps
in due course,




of the same on these standalone
financial statements.

Item 5. Regulatory Compliances

51, We are unable to conclude on the
canseguential impact, If any, on the
operations and the  fimancial
performance of the Company arising
out of the following matters pertaining
to non-complance with the provisions
aof the Companies Act, 2013 and
notifications issued by the Securities
and Exchange Board of [nde [SEBL), az
applicabla:

[&} In the absence of appropriate processes for
identifying releted partles in wiew of the
matters reported in paragraph 1 (a] above,
we are unable to comment on the scouracy
and completeness of the related parties
identified and disclosed by the Company
including compliance with  abtaining
necessary approvals, as required, From
those charged with governance.

The management herely states that these have
been duly complied as menticned in 1(a) above

and the related party details have heen
apprapriately  disdosed  in the  financial
statements,

(Bl It was noted that in the case of two of the
| Directors who were re-appointed at the
Annual General Meeting (AGM) held on LB
September 2015 and designated as
independent directors (One was also the
Chairman of the Audit Committee and the
gther a3 member of the Nomination and
femuneration Commnittes and also the
Chairman of the Stakeholder Relationzhip
Committea), they may hawe ceased to be
independent directors wnder the Act with
effect from 17 Nowember 2015 and 12
August 2015, respectively, being the date
fram when their relatives were employved
githes with the Company or it subsidiary.
These directors have been designated ad
non-independent  directors by the
Company from 06 September 2019 and 13
February 2019, respectively,
Considering the abowve, we are unable bo opine
omn the validity of the meetings of the Board of
Directors, Audit Committee, Stakeholder
Relationship Committee and Nominaticn and
Rermuneration Committee, in regards to the
quesium in such meetings and the resobstions
approved in_ those meetings from the

The management has taken necessary legal
opinion from an independent law firm and they
have stated that there is no non-compliance by
the said directors as reporied above,




aforasaid AGM date until the dates when the

Company  designated  them a5 non-

| independent directars.

itemn No, 5(2){a)

We are wunable to conclede on  the

consequential impact, if any. on  the

standatone financial statements arsing out of
the matters pertaining o non-compliance
with the applicable master directions/
notifications issued by the Reserve Bank of

Incdia {*RBI") and provisions of The Foreign

Exchange Management Act, 1999, as

amends=d, In respect of the following:

(@) The Company has  export  trade
receivables and foreign currency interest
receivable agoregating Rs,3,037.28 Lakhs
and Rs.336.13 Lakhs, respectively, which
are putstanding for more than nine
months, from the invoice date, as at 31
karch 201%, which is beyond the time
limit stipulated under the Forelgn
Exchange Managemeant (Export of Goods
£ Zervices) Regulations, 2015, for
repatrigtion  of  forelgn  currency
receivables.

The management hereby states that this has
been reported to the Ressrve Bank of India
through the AD Bank.

Item No. 5{2)ik)

As at 31 March 3013, the Company had not
made the necessary intimations to the
Authorised Dealer RBI as reguired under the
Master Directions provided by the RBI on
Forelgn  Investment in India  for  loan/
collaterals/  pledge  recened  from  the
prodnater of the Company, being a resident
cutside India, amounting to Rs, 1,395,027 Lakhs
churing the year ended 31 pMarch 2019,

However, subsogquent to the year-énd, the
Company has made an intimation to the
Authorsed dealer on 12 July 2019 and is yet
to make an application for condonation of
delay.

The managemant hereby clarifies that the due
intimation has been made o the Reserve Bank
of Indiz [RBI} through the AD Bank and the same
was provided to the audit team during the audit.
The application of condonation does not arise as
the AD Bank has not reverted after intimation.

Item Mo. 5[2](c)
It appears that the Company has provided a
corporate guaraniee to Columbia Bank for a line
of credit availed by BK Mikes Software Services
Inc., a subsidiary of the Company, and Nexage
Technologies Inc., a step down subsidiary of the
Company, aggregating USD 5000000 om 12
feptember 2018, Az per the loan sanction
document issued by Columbia Bank, the line of

The management has provided the necessary
resolution to the awdit t2am, prior to this report
of the auditors. Also, the shareholders'
resolution passed during the AGM [under section
186 of Companles Act 2013) in the year 2015,
The minutes of the Board of Directors meeting
approving such corporate guarantee has been

provided and the necessary intimation in the |

prescribed format to AD bank is in progress.




| credit was approved by Columbia Bank based on
a representation by the Managing Director of
the Company that the corporate guarantee was
approved by the shareholders of the Comparny,
We have not been proveded with minutes of the
meeting of the shareholders referred above
approving such corporate guarantes, Further,
the Campany has alse mot intimated the
Authorized Dezler for providing such corporate
guaraniee  at  reguired wnder the Macter
Directions  provided by the REl on Direct
Investrment by Residents in Joint Venture (V] /
Wholly Ownied Subsidiary [WOS)Abroad.

Item Mo, 5{3)

Further, the Company has not carried oul a
comprehenswe review of compliance  with
laws and regulations and therefore we are
unable to comment if there are any other
instances of non-compliance with laws and
regulations and any conseguential impact
thereod.

Item Mo. &
Infarmation § clarifications reguested but not
prayided

Curiig the course of our awdit, we have

requested from the management wvarious
infarmation and clarifications that were regquired
far the purposes of our audit. In addition to the
information and darficatiens pending in respect
of the matters described in paragraphs 1 to 5
above, information, Inter alia, relating to
assessment of how the revenue recognised by
the Company was in comphlance with the
provisions of Ind A5 115, documentation
wipporting svaluation of the expected credit

expenses, confirmation of balances from
customers, vendors and other parties, etc., are
glso pending to be provided to f received by us.
in view of wch pending information, we have
not been able to obtain sufficent appropriate
evidenee to conclude on those matters to
express an opinion on the standalone financial
statements.

lossas as at 31 March 2019, docurnentation on |
services received against certain consultancy |

The mamagament has carried out a reguisite
revisw of compliznce with laws and regulations
by engaging individual professionals  and
practitioners having relevant area of expertise.
The management also assures to enhance the
competency further with respect to compliance
and corporate governance of the company.
The details of how the revenves recognized were
provided during the audit

IMDF &% 115 = since most of the revenus s Lime
and material — applicability of this standard is
guestionable or complied with the standard

The confirmation of balances and Staterment of
Waorks and Master Services Agreements enterad
botween have been sought directly from the
customers by the auditors.

ltem Na. 7
Use of going concern assumptian

I wiew of the matters reported in paragraphs 1
1o 6 above, and In the absence of relisble cash

The management hat made full mouirg into
affairs of the business as a result of which, they
firmby belleve that there is & going concern
assumption as there are requisite business,




| flow projections by the management, and any
consequential impact of those matters on the
standalone finencial stetements and operations
of the Company, we are unable to comment on
the appropriatensss of the Roing concem
assumption adopted by the management in the
preparationn of these standalone  financial
statements,

aperations, custormers, and employeses. The
management has  discussed the cash flow
projections for the foreseeable period and not
envisaged anything negative which will impact
the Company’s business operations in the future
WEATS,

Iterm Nao, 2
Infarmation an subsidiaries

Based on information in the public domaln 3K
fdiles Cloud Solutions Pte. Limited, Singapore has
stated itsell o be a subsidiary of 1he Company.
This entity eppears to have beesn incorporated
on 08 May 2017, Further, BE hfiles Software
Services Pte. Ltd, Singapore and BK Miles
Software Services UY Limited, United Kingdom
exist with the promoter directors appearing as
shareholders / directors, The incorporation of
whaolly owned subsidiaries in these countries
were approved by the Board of Directars of the
Company on 30 May 20138,

However, all these thres entities have not besn
considered by the manzgement of tha Company
as subsidiaries in these standalome fimancal
statements, We are  informed by the
management  that these entities are not
subsidiaries of the Company and the infarmatian
i the public domain, including  with  the
regulatory authorities in those gecgraphies are
not CorFect.,

We have not been provided with the audited
financial statements of these entities and,/or any
other verifiable evidence toe ascertain the
relationship of these entities with the Company.,
Hence, we are unable to comment on the
redationship of these entities and the
consequential impact these entities may hawve an
the standalone financial statements,

One of the director has incorporated on behalf
of the parent compamy two foreign subsidiary
comparies. Since there Is no possible economic
benefit arising out of these companies, the
managerment i in the process of striking off the
Compamy. Under the ciroumstances and there
aré na commercial transactions, these weee not
consolidated,




4 Miles

8K Miles Soltware Servicas Limited

The Board has deliberated about the financial statements {consolidated] and the report of the
statutony auditors. The respanse for qualification of the Auditors cpinion has been provided below,;

[a) Several

ment’s b1}

instanges  of  inconsistencies
between the initial bank statemenis and
the  subseguent bank statements
prowided for werification in certain
subsidiaries. Also see paragraphs 3.3 and
4 below.

The management states that the subsidiary
accounts have been audited by the auditor in the
domiclle of subsidiary and not reported any such
inconsistencias,

[b) Sewveral

instamces  of inconsistencies
betwean  declarations  provided by
Directors and information available in
the public forum which demonstrated
existence of probable related parties
which were not disclosed previcusly,
|l'l:|lﬂ|'l'|-ﬂ certain transactions with such
parties which were not disclosed or
approved by the Audit Committee [
Board of Directors. Also see paragraph
=.1{a} below.

| The Directors have provided the appropriate
| documents as required under the |aw and
believes to their knowledge there is no related
parties which were undisclosed,

[} Several Instances of transactions with

certain customers, wherein the Company
was not able to provide ws with the
particulars of the servicas rendered and
acknowledged by the customer, the
details of employees actuslly rendering
such service, the appropriatensess and
sowrce of the monies recelved from such
customears. Also see paragraph 2 below.

The Management hereby affirms that the proper
time sheets and nature of services rendered
were submitted to the audit team during the
audit along with the acknowledgement recaived
from such customers. Also, the confirmation of
balances were received from the customers and
the Company has reguested such customers for

the payment  schedule to support  the
recoverability of the amounts from them.

(d)

Several inconsistencies with the names
of the parties / customers mentioned in
the bank statements of some of the
subsidiaries and the books of account
maintained by those subsidiaries. Also
see paragraph {3l abowe  and
paragraphs 3.3 and 4 below.

The management states that the subsidiary
accounts have been audited by the suditor In the
domicike of subsidiary and not reported amy swch
inConsistencies.

(e} Several instances of multiple addresses

being considerad in virio
codmimumications with cerain customers
in the inwoices, website of the customer,
on cheques received from customers,
incleding instances wherein some of the
cammunication addresses coinclded with
the residential address of cerain

employees nf,‘#_ompan'.l or ks

The Managerment hereby states that certain
customers have multiple locations and the
serulees were provided at various locations, The
Management has duly clarified to the awdit team
about the addresses of the employees who were
previously the employees of our customers.

Mo, LF2a3a

OTHT1RA93PLECTDYABEZ

www HEmiles. &

o

T



subsickaries, which impacted cur ability )

to  establish the authenticity of the
customer. Also see paregraph 2 below.

if} Severalinstances of communications with
& vendor, wherein there were multiple
communications wiing different  email
ids, doouments with varying signatures
and differeaces in the spelling of tha
common signatary of the wendor, ete
which impacted our ability to establish
the authenticity of the vendor. Also ses
paragraphs 3.3 and 4 below.

The Management has Biven  necessary
explanations to audit team during the audit for
the email addresses used by the vendar. The
Manapement affirms that the authenticity of
that wendor has been established by obiaining
direct confirmation from that wvendor with
respect o services provided, The Management
also of the apinion that usage of multiple email
addresses is the preference of the vendor,

(g Several instances of wvarkous
intonsistences were also noted during
our audit of the books of accounl of
ceriain foreigm subskdiarles in assodatlon
with our audit of the consolidated
financial statements of the Company,

The management states that the subsidiary
accounts have been awdited by the auditor in the
domidle of subsidiary and not reported any such
inconsistencies,

ihl Appropriate approvals and concerns over
recovery of advances made to a related
party, by the Group. Alzo see paragraph
3 balaw.

The management confirms that advances to 2
related party has been fully recovered during the .
year of audit and there is NO gutstanding at the |
end of 31st March 2019 as per the books of |
account.

Item 2

Access to books of account of a subsidiary and
information on subsidiaries

2.1 Curterms of engagement for the audit of
the consolidated financial statements of the
Company  incleded the  management’s
responsitility to provide us access, at all times,
to the records of all the subsidiaries of the
Company in so far a5 it relates 1@ the
consolidation of its financial statements as
envisaged in the AcCl.

Howevwer, the Company did not provide us the
access to the records and books of accaunt aof
2K Miles Software Services FZE, a wholly
owned subsidiary of the Company, which
represents total assets of Rs 1163568 Lakhs
as at 31 March 2019, total revenues of
Rs.7.560.23 Lakhs, profit after tax of R5.7B3.65
Lakhs ard net cash outflows amounting to
Rs.26 Lakhs for the year ended on that date, a3
comsidered in these consolidated financial
stolements.

These balances have been included, im the
corcolidated fimandal statements, by  the
| Management bazed on financial statements of

The management has informed that the
wibsidiary accounts have been audited by
anothar auditor of the domicile of the subsidiary
and that audited financial statements Rave been
furnished to the statutory acditors of the
company for the purpose of consolidation,




| the subsidiary, prepared in accordance with

the International Financial Reparting Standards
[IFRS}, wherein the auditor of the subsidiary |
has issued an unmodified report, |

We were unable to  obtain  suffident
epproprigte audit evidence about the state of
affairs of the subsidiary as at 31 March 2013
and the results of its operations for the year
then ended, in the absence of acoess o the
records and books of account of the subsidiarg,

| subsidiaries of the Company and the information

| refationship  of

the standalone financial statements.

2.2 Based on information in the public damain
EK Miles Cloud Solutions Pte. Limited, Singapore
has ctated itcelf to be a subsidiary ef the
Company, This entity appears to have been
incorporated on OB May 2017, Further, BK Miles
Software Services Pte. Ltd, Singapore and BE
Miles Software Services UK Lmited, United
Eingdom exist with the promoter directors
dppaaring as shareholders [/ directors. The
incorporation of whaolly owned subsidiaries in
these countries were approved by the Board of
Directors of the Company on 30 May 2013,

However, all these three entities have not been
comsidered by the management of the Company
a5 subsidiaries in these standalone fnancial
staterments, We are informed by the
management that these estities are  not

in the public domain, including with the

regulatory authartles in those geographies are |
not carrect |

W hawe not been provided with the audited
financial statements of these entities and/or any |
other werifiable evidemce to  asosrtain the .
relationship of these entities with the Company. |
Hence, we are unable (0 comment on the
thess  entitiess and the
consequential impact these entities may have on

One af the directer hat incorporated an behalf
of the parent company two foreign subsidiary
companies, Since thera is no possible economic
benefit arlsing out of these companies, the
management ts in the process of striking off the
Company. Under the circumstances and there
are no commercial wransactions, thess were not
consolidated.

ftess Ma. 3: BK Miles Bedia Private Limited
11 Around the last week of September 2018,

we were made aware of the resignation
of the statutory auditor of BK Miles
hedia, a company promoted by tha
promoter directors of the Company, vide
their resignation letter dated 30 30 April
2018, As per the said letter, the

The management states that the forensic experts
appointed by the 3K Miles Media Private Limited
have submitted their report to the Board
wherein they have concluded that &l the
allegations made om 3K Miles Media are not
true. The Board hereby has duly taken that
report into record, The managemsant further
clarifies there is no relaticnship newss hetwaen




resignation was duee to the misuse of that
Audit Firm's Letter Head and signature of
their Partner through forgery in certain
ODI Certificates submitted by 3K Miles
Media o its bankers for transfer of funds
of USD 71.51 Lakhs (Rs. 4.612.91 Lakhs)
to 8% Miles Media Holdings Inc. US&, a
subsidiary of 8K Miles Media, 8K Miles
Media and its subsidiaries [together “BK
hiles Media Group”) were identified a2 a
related party in the consolidated financial
statements of the Company fof the year
ended 31 March 2018. During the period
ended 31 December I018,  the
management of 2K Miles Media initiated
an  Independent  forensic review to
evaluate  the authenticty of the
signatures in the 0D Certificates refarred
above. BK Miles Media has submitted
copy of the forensic report to the
Company, 'We understand that the
aforesald forensic report states that the
writer of the sgnature in the ODI
certificates is the same as that of the
apecimen signatures of the audit partner
a5 provided to the Ffarensic auditor
theraby concluding that there was no
fargery in the 0D certificates. Since this
matier relstes o a company Wwherne
another firm is the statutory auditor and
singe the fimancial statements of that
company  are  not included in the
consalidated financial statements of the
Company, we hawe not been able to
perform any procedures related to the
ellegation or the forensic report.

8K Miles Media and the Company, except for the
common  promoter.  Thus, there & n#o .
requirement of providing financdal statements of |
BK Miles Media to the auditors.

3.2

b

Further, during the last week of
Sepiember 2018,

the CEQ and mManaging Director of the
Campany, who was alse a promoter
director in BK Miles Media, resigned as a
director in 8% Miles Media,

the CFO and Executlve Director of the
Company, who was the other promoter
director in 8K Miles Medla, resigned from
his rale as CFO of the Company stating
that his resignation was to have the

| since receved R5. 85848 Lokhs tll date of this

Tha Management affirre that 8K Miles Media
has no nesas sxeept for the common pramatens.
Henca the false and baseless allegations have no
impact on the Company and its operations.

The Trade receivables from BK Seftware Services
Ing., a subsidiary is an ongoing account and have

report.

With respect to loans receivable from 8K Miles
Media Group In W5A& — the tetal amount
imcluding the interest charge on the outstanding
amaunts have been fully recovered and as af the




necessary time to clear all the baselass
allegations and unsubstantiated
allegations relating to 3K Miles Media,
However, he continues to be & director in
both the Company as well as 8K Mies
Media.

33 The Company has trade and other
receivables agpregating Rs 2 309,10 Lakhs
a5 at 31 March 2019 recelvable from BK
Miles Software Services Inc., a subsidiary.
It may be noted that this subsidiary had
lzans receivable from entities of BE Miles
Media Group in the USA aggregating UsD
B9.61 Lakhs (As.5.808.44 Lakhs) as at 31
hdarch 018,

We are informed by the management of the
Company that such amounts due, including
interest as accrued, have been fully recovered
at at 21 March 2019 by that subsidiary,
Howewver, in the absence of appropriate
workings for the interest, documentation
regarding loan agreements and due to
infonsistences noted between the
transactlons as per the Bank Statements of
the subsidiary with the transactions as
recorded in the books of acoount of the
subsidiary, ‘we were unable te confirm the
management’s assertion  on the  said

i

31st March 2019 the balance from 8K Media &
MIL.  Also the Management affirms that the
appropriate workings for the interest on the
amounts outstanding have been provided and
recavered in full,

Based on the above facts and continuity of the
business and operations of the subsidiary, the
fanagements belisves  that there is mnn
possibility of impairment in the investments |
made by the parent company and the l
recoverabiliy of the amount receivables are
gacd,

3.4 We are unable to concdude if the abowve
events in 3K Miles Media have any effect
o

{a] the Group and its aperations, in view of
the allegations in  the aforesaid
resignation  letber of the statutory
auditer af that company and the nature
of the Company's relationshlp with BE
Miles Media, as described in paragraphs
1.1 and 3.2 above, respectively

(k] the status of the Group’s receivable
from such related party, 25 described in
paragraph 3.3 above; and

(¢} the consequential impact, if any, of the
same  on  the operations of the
Campany.

As explained the company has recelved all the
cutstanding amounts prior to December 2018
and the above allegation 15 nothing to do with
the company as it is neither a related party nor 3
subsidiary.

Item 4

related outstanding receivables

Fevenue from Contracts with Customers and

During the year ended 31 March 2019 the Group
| initially recogmised revenve aggregating to As.

The Company has obtzined the necessary |
balance confirmation from the customers as at |
the end of the year and the Company has |
requested such customers for the payment |




I

| expended, basis of revenue recognition and
| reversal [/ derecognition, and In wiew of our

54,780 lakh: [including Hs. 242860 Lakhs
relating to the Company] from the customers
referred Lo in paragraphs Lic), Lid] and 1}
ghove.

The management has, subsequently. based on
our report wnder section 143(12) of the Act
reversed and derecognised revenue aggregating
tor B 16,940.66 Lakhs (inchuding Rz, Mil relating
to  the Company] and the consequent
raceivables, Accordingly, the net revenues
recognised from these customers during the year
sggregated to Rs. 3784834 Lakhs and the
outstanding recelvables as at 31 March 2019 (=
Fs. 9,382.13 Lakhs (includes balances of As
1,022 3k Lakhs outstanding even as ar 31 Maech
2013},

the absence of complete information
regarding the proof of services rendered, efforts

observations in parsgraphs lic), 1(d) and 1ie)
gbove In respect of these custormers, and |
inconsistencies in the bank statements referred |
in paragraph 1{a] above, we are unable to |
eonclude an the appropristensss | carrectness /|
complateness J walidity of the net revenus
racognized, compliance with the recognition and
maasurement of revenue required under the

Indian Accounting Standard |[Ind AS| 115 -
Aevenue from Contracts with Custormers and
thee  cormesponding receivalbiles  in these

consclidated financial statemeanis,

The Group has also not carried out an evaluation
of the sxpected credit 1oss reguired under Indian
Accounting Standard (Ind A%) 109 - Financial
Instruments (ind A% 109 for the outstanding
trade receivables as at 31 March 2019 and
therefore we are unable to comment on the
adeguacy and appropriateness of the provision
made against the trade receivable balances as at
31 March 2019.

schedule to support the recoverabllity of the
amounts from those customers, As the amounts
are geod to recover, an evaluation of the
expected credst loss as required under Indian
Accounting Standard {Ind A%) 109 — Financial
Instruments  for  the outstanding  trade
receivahlas does not arise

Az ewplained 1|b) above, the Masagement
hereby affirms that the proper time sheets and
nature af sendices rendered were submitted to
the audit team during the audit along with the
acknowledgoment received firomn such
wustomers, Ao, the confirmation of befances
were recelved from the customers and the
Company has requested such customers far the
pEymient schedule to support the recoverability
of the amounts fram them.

Iterm 5; Procurement of services and trade
payables

51 Batied thee matter ondce
agreameant with the external service provider,
referred to in paragraph 1(d} abowe, for
technical and referral services to be rendered

on

| towards certain customers, referred to in

The Marnagement has provided the audit team,
the details with respect to services availed from
the wendor, confirmation of the charges and
payables

‘With  respect to  G5T  applicability, the
Management is in the process of obtaining a
profeastonal opinion and will take requisite steps
in due course,




paragraphs 1 (b} and 1(c) above, the Company
has recorded consultancy charges  of
F5.1,706.40 Lakhs, for the year ended 31
March 2019 with an outstanding liability of
F5.1,709.16 Lakhs. In the zbsence of complete
information regarding proof of the services
rerdered by the vendor, and in view of our
obsanations in paragraph 1(d] abave in
respect of this wendor, we are wnakle to
conclude an the appropriateness [ correctnass
[ completersc: § validity of the expense and
the corresponding Habdity recorded in these
standalone financial statements.

Further, the Company has not evaluated the
applicabillty or coverage of such Services
under the Goods and Service Tax Regulations
and has nof accrued [ paid the same.
Howewer, in our opinion, such tax is payable
o those services. The menagement has not
determined the amount of Geods and Service
Tax payable and any interest thereon, We are
unable to conclude on the consequential
impact of the same on these standalone
financial statements.

52. Based on the Invoices received from
certain vendors, referred to in paragraph 1 (g}
abowe, the Group hat far tha year endad 31
March 201% recorded consultancy charges
Aggregating R=26,685.45 Lakhs (incuded in
Mote 23 of the consclidated financial
statements), intangible assets/assets under
cevelopment of Rs.22,267.29 Lakhs {included
i Mete 3C of the consclidated financial
statements), with an outstanding lability of
fs.2,214.43 Lakhs as at that date {included in
Mote 15 of the consclidated financial
statements).

In the absence of complete information
regarding nature of the serdices being
rendered, the customers for whorm these
sarvices were rendered and the nature of
intangible assets being developed, and in view
of our chservations in paragraph 1/g) above in
respect of these vendors, we are unable to
conclude an the appropriatensess § correctnass
S eampletensss [ validity of the expensa, the
intangible asset [/ asset under dewelopment
and the corresponding liabiliby [ payment
recorded In these consolidated financial
stataments.

The managemeant has explained during the audit
ta the audit team that the serices rendered by
these wendors are “"Development of Toaols and
Platfarms” which are owned by the Company.

lterm 6: Income Taxes

The mnagernent-;tatﬁ that the subsidiary |




The Group has recorded tax expenses (net) of i accounts have been audited by the auditor in the |
R=.1650.40 Lskhs during the year ended 31 @ domicile of subsidiary and the matters specified |

March 2019, incleded in Mote 33 to the |
consofidated financlal staterments, and has 3 net |

taw asset a5 at that date of As.3,025.84 Lakhs and |
2 net deferred tax liability of Rs.671.02 Lakhs, |

included in Notes 19 and 33 to the consolidated
financial statements respectively, relating to

certain of its foreign subsidiaries. We have noat .
been provided with the tax returns filed with |

ragard to its foreign subsidiaries, reconciliation

of the balarces considered in the tas retums 5o |

filed with the audited fesancial statements of the

subsidiarses, the tax position and status of |

assessments of such subsidiaries, a roll forward
to the deferred fax positian as st 31 March 2019
fraom 31 March 2018 and the warking: for the tax
provisipn for the current year,  We are
accordingly unable to conclude on the carrying
armounts of tax assets and liabilities, inchuding
deferred tax balances, as at 31 March 2019, as
considered I these  consolidated  financial
statements. Further, in the absence of the tax
returns we have also not been able to validate if
the profits of these subsidiaries considerad in
the tax returns and 35 per the books of acoount
provided to us were the tame.

in this item has been duly recorded in the |
| financial statement of the subsidiary company.

lberm 7: Intangiblo asset capitalisation and

evaluation of impairment, incuding for goadwill

7.1 The Group has during the year capitalised
coats towards internally generated intangible
assets and Internally generated inteangiole
assets  wnder development amounting  to
A=.32,3%3.80 Lakhs {also refer paragraphs 1ig)
and 5.2 abowve). In the absence of approgriate
documentation a3 te the nature of these
intangible assets, data to demonstrate the
appropriateness of the timing to commence
capitalization of costs associated with such
intangible assets as well @5 the basis to
demonstrate the costs capitabised in fact were
associated  with  the infangibles being
developed, we are unable comment on the
carrying value of such intangible assets as at 31
March 2018,

7.2 The Croup has goodwill and acquired
intangiblas |mat of amortisation) of Rs.62 800011
Lakhs a% at 31 March 2015,

The management has not provided us with their

2o —

The impairmont analysis along with projecied
financial statements for the antities have bean
prepared and discussed by the Menagement and
concluded that there is no need far any
mnpairment of Intangibles &5 at 315t March 2019,




valug of such goodwdll and other intangible
assets. Accordingly, we are unable to comment
on the appropriateness of the carrying value and
the recoverability of such goodwill and other
intangible assets as at 31 March 2019

Ibem 8: Business Cormbinations

The Group had tn the prewious year ended 31
March 2018 completed certain acquisitions or
had  paid advances towards  proposed
acguisithons, wherein we noted that:

8.1 During the previous year ended 31
farch 2018, the Group had recorded an amaount
of USD 3304557 (INR 214201 Lakhs) as
contingent conskderation due to the erstwhile
owners of Corperstone  Advisors Group LG
["Cornerstone”] payable upon satisfaction of
conditions as specified in the acguisition
agreement, During the current year an amount
USD 721,366 (INR 503.22 Lakhs) has been paid
by the Group to the erstwhile members of
Cormerstone, In the absence of details with
respect to satisfaction of conditions as specified
in the acguisition agreement, we are unable o
comment on the amount of contingent
consideration that has been paid during the year
and the carrying amount of Bs 1,079.56 Lakhs,
as the liability towards contingent consideration
as at 31 Warch 2019, Furthers such consideration
has mot bean falr valued as reguired under Ing
AS 109,

The consideration has been determined and paid
as per the terms and conditions of the Share
Purchase Agresment and tha same is recorded in
the baaks of accaunt.

| 8.2 An advance of I..IEEIE,SEHJ.DGD was pald by

one of the subsidiaries of the Company, during |

the previows year ended 31 March 2018,
consequent to 3 Share Purchase agreement
entered o with a Seller and a Corporation fior
acguiring the entire outstanding shares of the
Corporation, In accordance with the said
agraement, in the ewvent the cdosing of
acquisition doesn’t occur within 15 months (e,
before Fel 2019] from the date of agreement,
LSeller will retain Five Hundred Thousand US
Doltars [5500,000) as penalty and balance Six
Millian LS Dollars (56,000,000] shall be refunded
to the Group within 5 calendar days. As at 31

| March 2019 the acquisition as planned was not

| completed and the Management

of the
Company has represented that the term of the
Share Purchaze agreement has been extended
Im the absence of a supporting Ccomdncing
evidence and our inability to send direct
confirmation request to the Selier and the
Carporation on the revision of the terms

The contract has been extended on the same
terms for an additional period of pine months
ending December 2019 and the same has been
Provided 1o the audit Team.




incheding wakver of the penalty, due to not
receiving the communication address 1o which
the confrmation reguests were to be sent, we
are unable to comment on the recoverability of
thie amount of Rs. 4,505.80 Lakhs (equivalent to
UsD 65000000 ncluded under Mote 9 as
“advances towards acguisition”, as at 31 March
2019 and the consequential impact, if any, on
the consolidated financial statements

Item %: Regulatory Compliances

9.1. We are uwnable to conclede on the
consequental impact, iF any, on the operations
and the financial performance of the Company

arizing out of the following matters pertaining to |
non-compliance with the provisions of the |

Companies Act, 2013 and notifications issued by
the Securities and Exchange Board of Indiz
(SEBI), as applicable;

(a) In the absence of appropriate processes for
identifying related parties in view of the matters
reported in paragraph 1 [2) abowve, we ares
unzbla to comment on the accuracy and
campheteness of the related parties identified
aid  disclesed by the Company  cluding
complance with cbtaining necessary approvals,
a5  rmaquired, from those charged with
EOVErAANGE,

e it was neted that in the case of two of
the Girectors who were re-appointed at the

| Annual General BMesting [AGM} held on 18
| September 2015 and designated as independent

directars (One was also the Chairman of the
audic Committee and the other a member of the
Mamination and Remuneration Committee and
alse  the Chalrman  of the Stakeholder
Relationship Committee), they may have ceased
to be independent directors under the Act with
effect from 17 Movember 2015 and 12 August
2015, respectively, being the date from when
their relatives were employed either with the
Company or its subsidiary, These directors have
bBeen detignated ac non-independent directars
by the Compzny from 06 September 2019 and
13 February 2019, respectively.

Considering the abowve, we are unable to opine

| an the walidity of the meetings of the Board of

Directors, Awdit Committes, Stakeholder
Relationship Committee and Momination and
Remuncration Committes, in regards to the
guorem in such meetings and the resolutions

The'm_anag;nent hereby states that this has
been regported to the Reserve Bank of India
through the AD Gank.




approved in those meetings from the aforesaid
AGM date until the dates when the Company
designated them as non-independent directors.

8.2 We are wunable to conclude on the

financial statements arising out of the matters
pertaining to  non-compliance  with  the
applicable master directions/ notifications lssued
by the Reserve Bank of [ndia |"RBI™) and
provisions of  The  Foreign Exchange
Management Act. 1999, as amended, in respect
of the fallowing:

1al The Holding Company has export trade
recevables and forelgn  currency  interest
receivable aggregating B, 3,037.28 Lakhs and
Rs5.336.13 Lakhs, respectively, which are
| putstanding for mare than nine months, from

beyand the time limit stipulated wnder the
Forzign Exchange Management (Expart of Goads
& Services) Regulations, 2015, for repatriation of
foreign currency recelvables.

consequential impact, if any, on the consolidated |

| the imvolce date, s at 31 March 2019, which is |

{3] As at 31 March 2019, the Company had
nat made the nescessary intmations to the
Authorised Dealerd REI as required under the
bAacter Directions provided by the RBI on
Foreign Inwvestment in India for lean) cellaterals/
pledge received from the promoter of the
Lompany, being a resident owtside India,
amounting to Bs. 1,395.02 Lakhs during the year
ended 31 March 2015, Howswver, subsequent to
the year-end, the Compzny has made an
intimatlon to the Authorised dealer on 12 July
19 and s vel 1o make an applicatien for
condanation of dalay.

The management hereby darifies that the dus
intimation has been made to the Reserve Bank
of India [REI) through the AD Bank and the some
was provided o the audit team during the audit.
The application of condonation does not arise as
the AD Bank bas not reverted after intimation.

(e} Itappears that the Halding Company has

previded a cofporate guarantee to Columbia
Bank for a line of credit availed by two of the
subsidlaries In the Group aggregating USD
5,000,000 on 12 September 2018. A: per the
| loan sanction document issued by Columbia
Bank, the line of credit was appraoved by
Columbia Bank, based on a representation by
the Managing Director of the Holding Company
that the corporate guarantee was approved by
the sharaholders of the Halding Company.

We havae not been provided with minutes of the
meeting of the shareholders referred abowve
approving such corporate gpuarantee. Further,

the Company has al3s mot intimated the |

The management has provided the necessary
resolution to the audit team, prior to this report
of the auditors. Alsa, the shareholders’
resolution passed during the AGM (under section
186 of Companies Act 2013) in the year 2015,

' The minutes of the Board of Directors meeting

approving such corporate puarantee has been
provided and the pecessary intimation in the
prescribed format to AD bank is in progress.




Autharised Dealer for providing such corporate
guaranteg as reguired wndsr the Master
Mrections provided by the RBl on Direct
Investrment by Residents in Joint Venture (1Y) /
| Whally Owned Subsidiary {WQS) Abroad.

9.3, Further, the Company has not camried out a
comprehensive review of compliance with laas
and regulations and therefore we are vnable to

pon-compliznoe with laws and regulations and
amy consaguential impact thereof.

| comment if there are any other mstances of |

The manapement has carried out a requisite
review of compliance with laws and regulations
by engaging Individual professionals  and
practitioners having relevant area of expertise.
The management also assures to enhance the |
competency further with respect to compliance
and corporate governance of the company.

Iterm 10: Information [ clarifications requesied
but not provided

During the course of our aodit, we have
requested  from  the management  various
information and clarifications that were required
for the purposes of our audit, In addition to the
informatlon and darifications pending In respect
of the matters described in paragraphs 1 to 9
above, information, Inter afia, relating to
assessment of how the revenue recognised by
the Groug was in compliance with the provisions
of Ind AS 115 Documentation supporting
eualuation of expected credit losses as at 31
March 2019, information of payroll costs
racognised in some  of the subsidiariss,
confirmation of balances from  custamers,

vendors and ather parties, etc., are also pending |

o be provided to [ received by us. In view of
such pending information, we have nat been
| able to obtain sufficient appropriate evidence to
conclude on those matters 10 espress an opinicn
_on the consoligated financial statements.

The Company has been  providing  the
mformation and clarifications to the best of its
ability from time to time during the audit. As far
#5 the IND AS 115 is concerned, since most of
the revenus is time and material — applicability
of this standard Is questionable or complied with
the standard.

itern 11: Use of going concern assumption
In view of the matters reporied in paragraphs 1
to 10 abowve and in the absence of reliable cash
tiow projections by the rmanagement, amd zny
conseguential impact of those matters on the
consolidated  finencial  statements ang
operations of the Groug, we are unable to
commeant on the appropriateness af the going
concern  assumption  adopted by the
management im the preparation of thess
consclidated financial statements.

The management has made full inquiry into
affairs of the business as a result of which, they
firmly believe that there is a going concern
assumption as there are requisite business,
opérations, customers, and emplovees. The
management has discussed the cash flow
projections for the foreseeable period and aAmt
emdsaged anything negative which will impact
the Company’s business operations in the future
WEArE,




