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DIRECTORS’ REPORT 
 
Dear Shareholders,  
 
Your Directors are pleased to present the Sixth Annual Report of your Company 
together with the Audited Financial Statements and the Auditors’ Report thereon for 
the financial year ended 31st March, 2014.  
 
Financial Results: 
 
The summarized financial results for the year ended 31st March, 2014 are as under: 

 (Rs. In lacs) 
Particulars  For the financial year 

ended 31st March, 2014 
For the financial year 
ended 31st March, 2013 

Revenue from Services 3,075.24 4,187.13

Other Income 42.90 19.24

Total Expenditure 3,874.88 5,040.83

Earnings before interest, tax, 
depreciation and amortization 

(756.73) (843.70)

Finance Costs 1,467.15 1,224.04

Depreciation and Amortisation 390.47 397.80

Profit / (Loss) Before Tax (2,569.42) (2,433.19)

Share in loss of Partnership Firm 92.61 -

Provision for Tax - -

Profit / (Loss) after Tax (2,662.03) (2,433.19)
 
Review of Operation 
 
During the year under review, the revenue of the Company from services stood at 
Rs.3,075.24 lacs vis-à-vis Rs.4,187.13 lacs in the previous financial year 2012-13 
marking a de-growth of 27%. The Company recorded negative EBITDA of Rs.756.73 
lacs (i.e. -24.61% of Revenue from Services) as against Rs.843.70 lacs (i.e. -20.15% of 
Revenue from Services) in the previous financial year. The Company has incurred a 
net loss (before tax) of Rs.2,569.42 lacs (-83.55%) vis-à-vis Rs.2,433.19 lacs (-58.11%) in 
the previous financial year. As on 31st March, 2014, the total outstanding debt was 
Rs. 135.15 crores. The Company has incurred a total finance cost of Rs.14.67 crores 
(i.e. 47.70% of Revenue from Services). The Company is making all efforts to replace 
the debt with capital infusion in the near future.  
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Financial year 2013-14 was very challenging year for the business of the Company. 
The Management implemented many difficult course correction measures to 
transform the business into a profitable unit. This was culmination of the process 
initiated in the year 2012-13 to rationalise the operation of the Company to improve 
the financial efficiency. Though the measures did not yield results to the desired 
extent, the year marked clear road map for the future of the business to become a 
profitable venture. The Management has assigned due importance to the 
sustainability whilst maintaining the quest for the volume/value of turnover.   
 
The Company is organised into two business segments – retail segment and 
institutional segment.  
 
Retail:  

Under Retail segment, the Company provides laundry and dry-cleaning services to 
premium clients (under ‘FabricSpa’ brand), sub-premium clients at affordable prices 
(under ‘Wardrobe’ brand) and door to door service to convenience seekers (under 
‘Busy-Easy’ brand). The Company and its subsidiaries presently have outlets across 
cities of India viz., Bangalore, Mumbai, Delhi, Noida, Ghaziabad, Chennai, Pune and 
Jaipur.  
 
During the year 2013-14, the retail segment contributed 58.59% of total revenue as 
compared to 43.79% in the previous financial year. However, the revenue from retail 
segment declined by 2% i.e. from Rs.18.34 crores in the year 2012-13 to Rs.18.02 
crores in the year 2013-14. The Company processed 23.43 lacs pieces of retail clients 
as against 26.25 lacs pieces processed in the year 2012-13, thus, volume in retail 
segment declined by 10.74%. The downward movement in volume processed by 
Retail segment was due to redirection of small brands like Busy-Easy & Snoways 
into two main brands of the Company and as a result, the main brands viz., 
FabricSpa and Wardrobe have seen a positive growth during 2013-14 to the extent of 
2.66% and 16.89% respectively. The Board is confident that the process to integrate 
the small brands with “FabricSpa”, the power brand of the Company will help to 
collect focus onto setting up the largest laundry brand in India.   
 
Consistency in brand strategy and consistent investment in the brands cannot be 
overemphasised for sustained growth. The Company has formulated a strategy to 
boost the below than expected growth in the retail business. In the financial year 
2013-14, the Company could not make the planned spending on brands. The total 
spending on advertising and publicity was Rs.15.15 lacs during the year under 
review as against Rs.31.89 lacs in the previous year. Lack of investment in brands of 
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the Company has dented its growth severely. As per the strategy formulated, the 
Company shall invest in brands and improve focus on retail business. Directors are 
confident that retail business, being mainstay of the Company’s business, shall attain 
sustainable level in all cities where it is currently operating.  
 
As on 31st March, 2014, the Company had 103 retail outlets across various cities of 
India under brand names of FabricSpa (24), Wardrobe (56), Expert (3), Snoways (11), 
Dhulai(2) and Four Seasons (7).  
 
As per the brand strategy of the Company, the company will have single brand 
“FabricSpa”. The Company will convert the outlets with other brand names into 
FabricSpa outlets in the near future.  
 
At the beginning of the current year, the Company had 11 FabricSpa outlets in 
Bangalore, 11 in Mumbai  and remaining 2 in Chennai. During the year 2014-15, it is 
proposed to open 41 new FabricSpa outlets in Bangalore (10), Mumbai (10), Delhi 
(17) and Chennai (4) by converting existing outlets under other brands or taking 
additional premises on lease.  
 
The Company has opened its first outlet on franchisee model in Mumbai on revenue 
sharing basis. This is the pilot project and if it becomes successful, the same will  be 
replicated in Mumbai and other cities for faster growth and extension of network 
across nation with lower capex and sales & distribution expenditure.  
 
Institutions: 
Under the institutional segment, the Company provides services to railways, 
airlines, hotels, service apartments, clubs etc. including providing linens on rentals. 
The Company has been entering into time-&-scale-bound contracts with various 
divisions of Indian Railways for specified periods (in majority of the cases the 
specified periods being three years) for supply of washed bed rolls to passengers in 
long distance trains.  
 
During the previous financial year, after reviewing the financial implications of 
many of institutional contracts on the overall financial performance of the Company, 
the management discontinued loss making railway and other contracts and entered 
into fresh contracts estimated to give a minimum of 15% gross margin. However, the 
decision resulted in decline in the revenue under Institutional segment to the extent 
of 46% i.e. from Rs.23.54 crores to Rs.12.73 crores. The decline in the revenue from 
Railways contributed significantly which decreased by 80% during the year under 
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review i.e. from Rs.8.21 crores to Rs.1.60 crores. During the year under review, 
Institutional segment contributed 41.41% of total revenue as compared to 56.21% in 
the previous financial year.  
 
The Company has been actively participating in the tenders floated by various 
divisions of Indian Railways. The Company, in collaboration with its holding 
company, has set up a mechanised laundry at Ahmedabad for Western Railway, on 
BOOT (Build, Own, Operate and Transfer) model with a capacity over 10 tons/day 
(expandable upto 16 tons/day) at their coaching yard. This project is expected to 
generate a revenue of Rs.124 crores over 10 years of its duration. The Ahmedabad 
BOOT plant accounted for a total revenue of Rs.6.99 crores during 2013-14 with 32% 
EBIDTA. After successfully establishing and operating BOOT at Ahmedabad for 
over a year now, it is being seen as “Model BOOT Plant” and it may be replicated by 
Indian Railways at its various other Divisions. Officials from other Divisions have 
been visiting this facility. We are expecting more tenders from different divisions 
including Bangalore in the near future for establishing and operating the plants on 
BOOT model. We propose to participate in these tenders based on the feasibility 
workings.  
 
The Company is also setting up a Mechanised Laundry Facility and Mechanised Dry 
Cleaning Facility at the Aero City, being developed by DIAL (a joint venture 
between GMR group & Airport Authority of India) near Indira Gandhi International 
Airport, New Delhi, on lease-rental basis coupled with revenue sharing for a period 
of 15 years. It will have a capacity of 10 tons/day initially and will be scaled up 
along the increase in the demand for capacity over the years of operation. This is 
being set up at a total capital outlay of Rs.9.5 crores (revised capex). The same is 
expected to generate net revenue of Rs.154 crores over 15 years of its operation and 
is expected to be completed by October, 2014. We expect commercial Operations by 
November, 2014. Upon implementation of DIAL, the factory operations for the Delhi 
region will be shifted to DIAL for retail and Institutional washing from the existing 
NOIDA Plant. We expect  better operational efficiency in cost of operations utilising 
the latest equipments, machineries and infrastructure that are being installed in the 
DIAL Plant.. We also anticipate reduction in the logistics cost..  
 
Sustainability 

 
Organised laundry accounts for only small percentage of total size of Indian laundry 
market. This presents huge opportunity for a professional laundry service provider 
to grow on fast track mode. As we understand, the Indian laundry service is in 
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primitive stage and yet to evolve. The laundry care needs and preferences are not 
evolved beyond basic service categories. Consumer preferences will evolve further 
with greater product innovations. Continuous improvement in relative affluence of 
Indian household in major cities of India will bolster Company’s growth in the retail 
laundry service segment.      
 
The Company is the market leader in Indian laundry market. It will continue to play 
a catalyst role by setting up new standards of quality and services variants of 
laundry services in India. The Company is looking forward to set up more consumer 
oriented hi-tech retail outlets providing services, conveniences and benefits in the 
order of importance at affordable prices. Developing targeted products on continued 
basis with detailed understanding of laundry care needs and preferences is a fully 
recognized challenge for the Company. The system to assess and accordingly 
improvise product effectiveness will be key to ensure the consumer satisfaction. 
Innovative and effective marketing of its service offerings will ensure leadership 
position in the urban market where the Company is operating. The management has 
identified a new agency for effectively handling our branding and advertising in line 
our brand strategy. The Company will make all efforts to adopt latest information 
technology extensively at outlets on continuous basis to improve consumer 
experience. Developing dedicated mobile application for increasing ease of approach 
to laundry service of the Company is on the cards to improve accessibility to 
company’s laundry service by working households. The Company will change the 
horizon by setting up hi-tech state-of-the-art outlets in posh localities to ensure 
minimum waiting period and to reduce the scope for consumer dispute by adopting 
innovative technologies for scanning of clothes, electronic tagging of clothes for 
faster processing at outlets.     
 
Designing innovative product profile will further strengthen our leadership position. 
Drying process and after-wash conditioning of clothes are as vital as washing 
process. As per western experience, the new look of clothes with lasting fragrances 
play significant role in consumer satisfaction, especially women greatly appreciate 
fragrance profile. Therefore, differentiated and targeted laundry processing for men 
and women can potentially create niche in the market place. Besides, laundry 
processing for those who require clothes more gentle to skin (by using natural 
ingredients or otherwise) and catering to sensitive health conditions like Asthma, 
eczema can also create separate product portfolio. As a survey indicates, Indians pay 
high importance for use of natural ingredients in products and services, which again 
presents an opportunity to create a separate profile. We shall continuously 
endeavour and invest in developing and acquiring newer and better washing and 
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drying technologies which can enable the Company to render best fabric care 
services.  
 
Our focus remains to innovate in product development, service delivery, laundry 
processing, location, marketing & promotions to connect to consumers at all price 
points. We shall endeavour to take the professional laundry services to all house-
holds in urban areas, especially in tier I and II cities with utmost affordability and 
incredible convenience to differently placed consumers like students, singles, 
handicapped, working couples, HNIs, retired & elderly, spas, airlines, hotels etc.   
 
Our Business philosophy includes maximising shareholder value in harmony with 
the interests of other stakeholders like consumers, suppliers, employees and public 
in general while maintaining the goodwill and rapport with all regulating 
authorities with due compliance of all applicable laws.  The management is 
considering to implement a comprehensive process using Information Technology 
software to ensure the timely compliance of all applicable laws.   
 
The management reviews and evaluates all potential risks like regulatory, political, 
market, competitors, credit/default, interest, geographical location, natural disaster, 
employees, technological development etc. Directors shall endeavour to build a 
robust system to minimise the business risk in appropriate course of time. 
  
We endeavour to build respectable and recognisable brands in the cities where we 
are operating. Strong brand equity in presently operating markets would enable the 
Company to explore collaborative business models in other cities to add 
organisational and marketing strengths while building strong national image for the 
brands of the Company.  
  
The objective of the sustainability strategy is to be market leader with sustainable 
brand loyalty having competitive advantage and creating long-term shareholder 
value.   
 
 
Your Directors are continuously looking for avenues for further growth of the 
Company in the laundry and other specialised fabricare segment.  
 
Training: 
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Training to staff at all levels of operations - from back-end functions to front-end 
functions - is well recognized and identified as one of the key ingredient for 
sustained and consistent growth of business. While training in Operations is a must 
for new comers, training of the outlet executive is that much essential. The outlet and 
the executive at outlet are our spokesperson and a point of contact with our 
customer. If we are able to perfect the art of communication with the customer, our 
business can increase multi fold. Towards this, the training of the soft skills of the 
outlet executive and training at the operations level for maintaining consistency in 
quality of output is given high importance in the process of imparting training to the 
staff.  A Senior experienced staff at the level of General Manager has been identified 
and entrusted with the responsibility of creating a Training Centre at our Bangalore 
Factory premises for training the process team as well as the front end staff..  
 
Customer Relationship Management (CRM) 
 
Door to Door service is one of the key value propositions of our business. This is 
expected to give more flexibility and convenience to the customers. Call Centre is 
central to our model for providing efficient service to our esteemed clients. Call 
centre is effective communication point with our customers and is critical for 
ensuring timely pick-up and delivery of laundry. Our call centre is centralised at 
Bangalore for all the cities. During the year under review, it was decided to 
strengthen the call centre by augmenting the strength to take care of both in bound 
and out bound calls from all cities.  
 
Customer Support Wing (CSW):  Regularly interacting with our existing customers 
on the level of service quality, delivery etc. is essential. Taking feed-back on 
continuous basis is crucial for ensuring updating and doing course correction, if 
required, in the quality and delivery of service. The Company has set up Customer 
Support Wing and from April 2014, the scope and responsibilities of the Wing have 
been enlarged to take feed-back from its regular customers as well as customers who 
have not availed our services for some time.. This is done on a routine basis to 
ensure customer retention as well as reactivation of the customers. The calls made 
and the results obtained from April 2014 have been encouraging and we propose to 
enhance this activity..This will also ensure better loyalty and perceptional image to 
our brands. 
 
The Company has created a separate CRM module and integrated into the ERP 
system of the Company to ensure better data tracking and maintenance of useful 
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data bank of customers. The Management proposes to implement Customer Loyalty 
Programme to reward the regular frequent customers of the Company.    
 
Corporate Governance 
 
The Company being start-up venture foresees immense value in developing 
professional leadership and maintains high standards for providing level-playing 
field for professional managers in the organisation. Enhancing shareholder 
confidence in the functioning of the Company is of paramount importance. The 
management continuously strives to improve transparency in its processes, decision-
making, without compromising the efficacy.  
 
Dividend 
 
Since the Company has incurred loss in the year under review, the Board of 
Directors does not recommend any dividend in the year under review.  
 
Fixed Deposits 

 

The Company did not take any fixed deposits from the public during the year under 

review. 

 
Share Capital 
 
At the beginning of the year under review, the Authorised share capital of the 
Company was Rs.20 crore consisting of (a) 66,33,333 Series ‘A’ Compulsorily 
Convertible Cumulative Participatory Preference Shares of the face value of Rs.10/- 
each and (b) 1,33,66,667 Equity shares of the face value of the Rs.10/- each. Paid-up 
Share Capital was Rs.16.35 crore consisting of 13.05 crore Equity Share capital and 
Rs.3.30 crore fully paid-up Series ‘A’ Compulsorily Convertible Cumulative 
Participatory Preference Shares. 
 
Pursuant to Scheme of Amalgamation of Akash Cleaners Pvt. Ltd, Diamond Fabcare 
Pvt. Ltd and Fab Clean & Care Pvt. Ltd (“Transferor Companies”) into the 
Company, the authorised share capital of the Company stood increased by the 
amount of authorised capitals of the Transferor Companies and thereby, the 
Authorised Share Capital of the Company is Rs.30.55 crores divided into : (a) 
66,33,333 Series ‘A’ Compulsorily Convertible Preference Shares of the face value of 
Rs.10/- and (b) 2,39,16,667 equity shares of the face value of Rs.10/- each. Paid-up 
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share capital remained unchanged at the end of the financial year and after the 
merger of Transferor Companies into the Company. 
 
Acquisition of entire stake held by TARA INDIA FUND IV 

 
Consequent to the exercise of option by Tara India IV Trust (“Investor”) in terms of 
provisions contained in the Share Subscription and Shareholders’ Agreement 
entered into between the Company, Investor, Mr. K. Ullas Kamath and Jyothy 
Laboratories Limited (“JLL”) dated 26th April, 2011, JLL acquired 33,00,000 
Compulsorily Convertible Cumulative Participatory Preference Shares of Rs.10/- 
each (100% of preference capital) and 50,000 Equity Shares of Rs.10/- each (0.38% of 
equity capital) in  the Company in terms of Share Purchase Agreement dated 18th 
November, 2013. 
 
Directors  
 

Consequent to the acquisition of stake held by Investor, Mr. Mark Silgardo resigned 
from the Board with effect from 18th November, 2013. The Board was again 
restructured on 27th March, 2014 to bring about more objectivity and independence 
in its functioning and performance. As such, Mr. K. P. Padmakumar and Mr. R. 
Lakshminarayanan (hereinafter “Independent Directors”) were appointed by the 
Board of Directors as Additional Directors and Mr. S. Raghunandan and Ms. M. R. 
Jyothy resigned from the Board.  
 
The term of Independent Directors as Additional Directors would come to an end in 
the ensuing AGM of the Company. The Company has received notice under Section 
160 of the Companies Act, 2013 (“the 2013 Act”) with requisite deposit proposing the 
appointment of the Independent Directors.  
 
In view of the provisions contained in the 2013 Act and the notice received as 
aforesaid, it was proposed to appoint Mr. K. P. Padmakumar and Mr. R. 
Lakshminarayanan for a term upto 31st March, 2019 in terms of Section 149 of the 
2013 Act and the rules made thereunder.  
 
The Board has evaluated the performance of the Independent Directors and after 
such evaluation, recommends to the shareholders, the appointment of Mr. K. P. 
Padmakumar and Mr. R. Lakshminarayanan as Independent Directors of the 
Company for a term up to 31st March, 2019.  
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In terms of Section 152 of the 2013 Act, two-third of total strength of Board 
(excluding Independent Directors) will be liable to retire by rotation. One-third of 
the directors, liable to retire by rotation, will retire at every Annual General Meeting 
(AGM).  
 
Accordingly, two Non-Independent Directors, viz., Mr. M. P. Ramachandran and 
Mr. K. Ullas Kamath, are liable to retire by rotation. Mr. K. Ullas Kamath being the 
longest serving director in this category, will retire by rotation in the forthcoming 
AGM of the Company and offers himself for re-appointment. 
 
The Board recommends his reappointment in the next AGM. 
 
Audit Committee 
 

Consequent to the resignation of Mr. Mark Silgardo, Ms. M. R. Jyothy was inducted 
as member of Audit Committee in his place on 18th November, 2013. On 27th March, 
2014, the Audit Committee was again reconstituted consequent to the restructuring 
of the Board. As on 31st March, 2014, the composition of the Audit Committee was as 
follows:  
 

Sr. 
No. 

Name and Designation of Director Status in the 
Committee 

1 Mr. K. P. Padmakumar 
Independent Director   

Chairman 

2 Mr. R. Lakshminarayanan 
Independent Director 

Member 

3 Mr. K. Ullas Kamath 
Non-executive Director 

Member 

 
The powers and role of the Audit Committee is in accordance with the provisions of 
Section 177 of the 2013 Act.  
 
Nomination and Remuneration Committee: 

 
Pursuant to Section 178 of the 2013 Act read with Rule 6 of the Companies (Meetings 
of Board and its Powers) Rules, 2014, the Company was required to constitute a 
Board Committee to constitute a ‘Nomination and Remuneration Committee’ for 
identifying persons who are qualified to be directors and senior managerial persons 
and recommend them to the Board for appointment. The Act also specifies that 
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Nomination and Remuneration Committee shall formulate criteria for appointment 
and recommend to the Board a policy relating to remuneration to directors, key 
managerial personnel and other employees.  
 
Accordingly, the Board in its meeting held on 22nd May, 2014 constituted 
Nomination and Remuneration Committee of the Board in terms of Section 178 read 
with Rules made thereunder. The composition of the Nomination and Remuneration 
Committee is as follows:  
 
Sr. 
No. 

Name and Designation of Director Status in the 
Committee 

1 Mr. K. P. Padmakumar 
Independent Director   

Chairman 

2 Mr. R. Lakshminarayanan 
Independent Director 

Member 

3 Mr. K. Ullas Kamath 
Non-executive Director 

Member 

 
The powers and role of the Nomination and Remuneration Committee is in 
accordance with the provisions of Section 178 of the 2013 Act.  
 
Subsidiaries   
 
As on 31st March, 2013, the Company had five subsidiaries viz., Akash Cleaners Pvt. 
Ltd, Diamond Fabcare Pvt. Ltd., Fab Clean & Care Pvt. Ltd, Four Seasons 
Drycleaning Company Pvt. Ltd and Snoways Laundrers and Drycleaners Pvt. Ltd. 
Consequent to the High court Order dated 16th August, 2013, approving the Scheme 
of Amalgamation to merge Akash Cleaners Pvt. Ltd, Diamond Fabcare Pvt. Ltd. and 
Fab Clean & Care Pvt. Ltd into the Company, the Company has two subsidiaries at 
the end of the financial year 2013-14 viz., Four Seasons Drycleaning Company Pvt. 
Ltd and Snoways Laundrers and Drycleaners Pvt. Ltd. 
 
As per the provisions of Section 212 of the Companies Act, 1956 (“the 1956 Act”) 
financial statements of subsidiaries are attached to the financial statements of the 
Company. 
 
Directors’ Responsibility Statement 
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Pursuant to Section 217(2AA) of the 1956 Act, the Board of Directors of the Company 
confirms that -  
 
1. in preparation of the Annual Accounts for the financial year ended 31st March, 

2014, the applicable accounting standards have been followed;  
2. the Directors have selected such Accounting Policies and applied them 

consistently and made judgements and estimates that are reasonable and 
prudent so as to give a true and fair view of the state of affairs of the Company 
as at 31st March, 2014 and of the profit or loss of the Company for the financial 
year ended on that date;  

3. the Directors had taken proper and sufficient care for the maintenance of 
adequate accounting records in accordance with the provisions of this Act for 
safeguarding the assets of the company and for preventing and detecting fraud 
and other irregularities;  

4. the Directors had prepared the Annual Accounts for the financial year ended 
31st March, 2014 on a going concern basis. 
 

Disclosures under Section 217(1)(d) of the 1956 Act 
 
Except as disclosed elsewhere in this report, there have been no other material 
changes and commitments which can affect the financial position of the Company 
occurred between the end of the financial year of the Company and date of this 
report. 
 
Transfer to Reserves in terms of Section 217 (1)(b) of the 1956 Act 
 
For the financial year ended 31st March, 2014, the Company had not transferred any 
sum to Reserves. 
 
Particulars of Employees 
 
There is no employee in the Company whose particulars are required to be given 
under Section 217(2A) of the 1956 Act read with the Companies (Particulars of 
Employees) Rules, 1975, as amended. 
 
Auditors   
 
M/s S. R. Batliboi & Associates LLP, present Auditors of the Company, holds office 
until conclusion of the forthcoming Annual General Meeting. As per the provisions 
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of the Section 139 (2) of the 2013 Act read with Rule 5 of the Companies (Audit and 
Auditors) Rules, 2014, the Company being a company with paid-up capital ten 
crores rupees or more and in view of completion of six years by Present Auditors in 
the office, the Present Auditors may be reappointed for four years from the 
conclusion of forthcoming AGM. Therefore, the Present Auditors are eligible for re-
appointment for period upto four years. However, the Present Auditors have 
expressed their unwillingness to be reappointed as Auditors of the Company in the 
next AGM. The Company has received a special notice from Jyothy Laboratories Ltd 
for appointment of M/s S.R.B.C. & Co LLP (Firm Registration Number : 324982E), 
Chartered Accountants, Mumbai in the next AGM. It may be noted that M/s S.R.B.C 
& Co LLP is a firm with common partner with the present Auditors of the Company. 
As such, they cannot be appointed for a period more than four years.    
 
A certificate has been received from M/s S.R.B.C. & Co LLP to the effect that they 
are eligible for appointment, if made, as per the provisions of Section 141 of the 2013 
Act read with Section 139 ibid and rules made thereunder. 
 
The Board recommends the appointment of M/s S.R.B.C. & Co LLP for a period of 
three years i.e. from the conclusion of ensuing AGM to the conclusion of 10th Annual 
General Meeting to be held in 2018 and such appointment shall be subject to 
ratification by members at 7th, 8th and 9th AGM to be held in 2015, 2016 and 2017. 
 
Auditors’ Report 
 
In Auditors’ report, Auditors have made observations on various points, the 

response for which is given below in a tabular format for the sake of better 

presentation:  

Reference 

in the 

Auditors’ 

Report 

Observation by Auditor Management Response 

Point no.5 

of the 

main 

report 

The Company has incurred 

losses during the current year 

and the accumulated losses of 

the Company at the close of 

the year exceed its paid up 

As it is explained in the Audit report, 

JLL, the holding company, has agreed 

to continue its support to the Company 

for its operations for at least next 12 

months, if the Company is unable to 
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capital and reserve and 

surplus. This matter raises 

substantial doubt regarding 

the Company’s ability to 

continue as going concern 

which is dependent on 

establishing profitable 

operations.  

meet its funding requirements.   

Point (ix) 

(a) of the 

Annexure 

to the 

Audit 

Report 

Undisputed statutory dues 

including provident fund, 

investor education and 

protection fund, employees’ 

state insurance, income tax, 

sales tax, wealth tax, service 

tax, custom duty, excise duty, 

cess and other material 

statutory dues have generally 

been regularly deposited with 

the appropriate authorities 

though there has been a slight 

delay in few cases.  

The details of delays are given below: 

The management has taken steps to 

ensure timely payment of statutory 

dues before due date.  

Sr. 

No. 

Nature Month Amount Delay 

in days 

1 Provident 

fund  

Apr-13  106,843  4 

2 ESIC  Apr-13    45,020  3 

3 TDS-194C Oct-13    22,670  1 

4 TDS -194A Oct-13  346,121  1 

5 TDS-194I Oct-13  120,068  1 

6 TDS-194J Oct-13     1,000  1 

7 TDS-194H Oct-13    22,554  1 

8 TDS-192B Oct-13     2,233  1 

  Total  666,509    

Point (ix) 

(b) of the 

Annexure 

to the 

Audit 

Undisputed dues of 

Rs.1,56,288/- towards 

employees’ state insurance 

contribution was outstanding 

at the year for a period of 

The same has been paid on 15th May, 

2014. The Company has taken steps to 

ensure timely payment of statutory 

dues before due date.  
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Report more than six months from 

the date they became payable 

Point (x) 

of the 

Annexure 

to the 

Audit 

Report 

The Company’s accumulated 

losses at the end of the 

financial year are more than 

fifty per cent of its net worth 

and it has incurred cash losses 

in the current financial year 

and in the immediately 

preceding year.  

The Company commenced its operation 

in the year 2009. The Company is yet to 

attain its Break Even Point. The 

Company has been focusing on to build 

business across major cities of India. 

This has resulted in heavy losses. After 

FY 2011-12, the management has 

shifted its focus on to transform the 

operations to improve the financial 

efficiency. However, many of the 

measures have not yielded the desired 

results so far. This has resulted in 

accumulation of losses to the extent of 

Rs.114.55 crores as on 31st March, 2014.  

Lack of adequate funds to invest on 

brand building has affected the 

financial performance of the Company 

adversely. The Company has been 

making all efforts to raise long-term 

investment for the Company. Once the 

Company succeeds in raising funds, 

management believes that the 

performance will improve and the 

company will successfully set up 

profitable business.    

Point (xi) 

of the 

Annexure 

to the 

Audit 

The Company has delayed in 

repayment of dues to financial 

institutions during the year to 

the extent of Rs.60,00,000/- 

(the delay in such repayments 

Due to heavy losses, the Company 

faced liquidity crunch for initial period. 

However the Company borrowed 

funds from the holding company viz., 

Jyothy Laboratories Ltd and paid off 



Page 16 of 17 

 

 

Report being for less than 61 days in 

each individual case) and 

Rs.NIL of such dues were in 

arrears as on the balance sheet 

date.  

the outstanding instalments.  

The holding company has agreed to 

continue its support for next 12 months 

to sustain its operation.  

Point 

(xvii) of 

the 

Annexure 

to the 

Audit 

Report 

Funds amounting to 

Rs.98,71,24,542/- raised on 

short term basis in the form of 

unsecured loan from holding 

company have been used for 

long term investment 

representing acquisition of 

fixed assets, repayment of 

long-term loan and funding of 

losses.  

The Company has raised unsecured 

loan repayable on demand. This loan 

has been invested in the long term 

assets to expand the business of the 

Company and sustain its business 

operation. The holding company has 

agreed to continue its support next 12 

months.  

As such, there is no risk of liquidity 

crunch in the near future that may arise 

out of demand for repayment of 

unsecured loan granted by the holding 

company.  

 

Conservation of Energy, Technology Absorption and Foreign Exchange Earnings 
and Outgo  
 
The particulars as required under the provisions of Section 217(1)(e) of the 1956 Act 
in respect of conservation of energy and technology absorption have not been 
furnished considering the nature of activities undertaken by the Company during 
the year under review. However the Company, being a cost conscious business 
entity has been making continuous efforts to reduce energy consumptions in its 
facilities, processes and offices by using energy efficient machineries, equipment and 
systems. The Company, being quality conscious, has also been making efforts to 
improve its processes to enhance the output quality in its service deliveries to 
maintain high service standards in the target markets.  
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Further during the year under review, there were no earnings or outgo of foreign 

exchange as against Foreign exchange outgo of Rs.39.89 lacs during previous 

financial year.  

 
Forward looking Statements 
 
In this report, we have disclosed forward-looking information to enable 
shareholders to know our business logic and direction and comprehend our 
prospects. This report and other statements-written or oral- that we make 
periodically, are based on our assumptions. We have tried wherever possible to 
identify such statements by using words such as anticipate, believe, estimate, expect, 
intend, plan, project and words of similar substance and import in the discussion of 
future performance. The same are to be understood accordingly, although we 
believe we have been prudent in our assumptions, subject to future risks, 
uncertainties and even inaccurate assumptions.  
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