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Ref. No.: EESL/CS/LC-Bonds/332                       Date: 31.05.2019 
 
To: 
AGM – Dept. of Corporate Services 
BSE Limited 
P. J. Towers, 
Dalal Street, Fort, 
Mumbai – 400001 
 
Dear Sir, 
 
Subject: Submission of Statement on Impact of Audit Qualifications for the year ended on 31st 

March, 2019 in accordance with Regulation 52 of Securities and Exchange Board of India 
(Listing Obligations and Disclosures Requirement), 2015 

  
Ref: SCRIP CODE – 954967, 954968, 954969, 956723, 957382, 957448 
 
With reference to the captioned subject, please find enclosed Statement on Impact of Audit 
Qualifications for the year ended on 31st March, 2019 in accordance with Regulation 52 of 
Securities and Exchange Board of India (Listing Obligations and Disclosures Requirement), 2015. 
 
This is for your information and records. 
 
Thanking You, 
 

For ENERGY EFFICIENCY SERVICES LIMITED 
 

 
Pooja Shukla 

Company Secretary 
 
 



Statement on Impact of Audit Qualifications (for audit report with modified opinion) on Annual 
Audited Financial Results for the year ended March 31,2019 

    (Rs. In lakhs) 

Pursuant to Regulation 52 of SEBI (LODR) Regulations, 2015 

I. 
Sl. 
No. Particulars 

Audited figures (as 
reported before 
adjusting for 
qualifications) 

Adjusted figures 
(audited figures 
after adjusting for 
qualifications) 

  
1 Turnover / Total income       1,93,567.40        1,93,567.40 

  
2 Total Expenditure       1,84,057.42 1,86,209.90 

  3 Net Profit/(Loss)            9,509.98 7357.50 

  4 Total comprehensive income for the period            9,487.84 7335.36 

  5 Earnings Per Share                    1.46 1.13 

  6 Total Assets      6,82,143.93      6,82,143.93 

  7 Total Liabilities           5,98,147.40          5,98,147.40 

  8 Net Worth         83,996.53      81,844.05 

  9 
Any other financial item(s) (as felt 
appropriate by the management 

- 
- 

II. Audit Qualification (each audit qualification separately): 
1 a. Details of Audit Qualification: 

The company is in the process of compiling certain data and reconciling the amounts 
billable, receivable & payable under the various agreements entered into with various 
States, Urban Local Bodies (ULB’s) and other organisations under its Energy Service 
Company (ESCO) model, verification of physical inventory and assets under the scheme 
& otherwise and reconciliation as to assets to be installed, assets installed pending 
capitalisation, assets capitalized (including capitalisation of related direct & indirect 
cost) and assets against which revenue is booked (as per applicable Indian Accounting 
Standards) as per the agreements. We are unable to comment upon the differences that 
may exist and their impact on various account heads such as Capital Work in Progress, 
Property Plant & Equipment, Inventories, Trade Receivable / Payable, revenue 
recognition and any other consequential impact on financial statements if any, pending 
completion of such verification and reconciliation 

 
b. Type of Audit Qualification : Qualified Opinion / Disclaimer of Opinion / Adverse 

Opinion 

 

c. Frequency of qualification: Whether appeared first time / repetitive / since how long 
continuing: 
First Time 

 
d For Audit Qualification(s) where the impact is quantified by the auditor, 

Management's Views:NA 

 

e. For Audit Qualification(s) where the impact is not quantified by the auditor: 
 Management's Views: 
The company is in the process of reconciliation and does not expect any major 
differences that may arise post such reconciliation/verification, and shall account for the 
differences, if any, post completion of the said exercise.    

 (i) Management's estimation on the impact of audit qualification:NA 

 (ii) If management is unable to estimate the impact, reasons for the same:  



The company’s ESCO assets are large in number and scattered over different Urban 
Local Bodies spread across the country. The company is in the process to compile certain 
data and reconciling the same with books of accounts. 

 

(iii) Auditors' Comments on (i) and (ii) above: 
As given in the qualification we are unable to comment upon the differences that may 
exist and their impact on various account heads till the exercise is complete.   

2. a) Details of Audit Qualification: 
Trade receivables are due from government-controlled entities and other customers. 
Significant amount of Rs.60454.34 Lakhs is outstanding for the period of more than 360 
days as on 31 March 2019 (Rs.52132.95 Lakhs for the previous year ended 31.03.2018). 
The company has represented that the Company earns its revenue mainly from 
government-controlled entities (both central and state government) and hence risks 
attached to such receivables are considered to be insignificant. For rest of the customers, 
the Company does an assessment/evaluation of credit risk based on factors such as ageing 
of dues, specific credit circumstances, nature and credit worthiness of the non-
government-controlled entities/customers. The company has not furnished any records 
or evidences to demonstrate that such an evaluation and assessment has been carried out. 
Therefore, we are unable to quantify the impact on the financial statements on account 
of any possible allowance on doubtful trade receivables due to expected credit loss once 
such evaluation is done  

  b) Type of Audit Qualification: Qualified Opinion 

  
c) Frequency of qualification: Appeared first time / repetitive / since how long continuing: 

Repeating since FY 2017-18 

  
d) For Audit Qualification(s) where the impact is quantified by the auditor, 

Management Views: NA 

  

e) For Audit Qualification(s) where the impact is not quantified by the auditor, 
Management Views: 
The company earns its revenue from Government institutions/ undertakings (both central 
& State) and from other Customers and has trade receivables from them which has 
generated from the normal course of business. The Government agencies account for 
about 88% of the total receivables. 
 
Based on the environment in which the Company operates the trade receivables are 
considered to be in default (credit impaired) when the possibility of recovery of 
receivables are deteriorating based on management evaluation of certain parameters such 
as age of dues, nature of customers, its credit worthiness, etc and are required to be 
provided for allowance on a systematic basis. 
 
In respect of the entities that are government controlled, the counter party risk attached 
to such receivables are insignificant.  
 
In respect of non-government controlled which are scattered across different states in 
India and are in very large number. The Company is still in the process of assessment / 
evaluation of credit risk based on the above parameters. The company does not expect 
any major credit impairment that may arise on such assessment and shall provide for 
allowances for credit impairment, if any, post completion of such assessment.    
 

  (i) Management's estimation on the impact of audit qualification: NA 

  

(ii) If management is unable to estimate the impact, reasons for the same: 
In respect of non-government controlled which are scattered across different states in 
India and are in very large number,the Company is still in the process of assessment / 
evaluation of credit risk based on the parameters mentioned above 
 

  (iii) Auditors' Comments on (i) and (ii) above: 



The company has not furnished any records or evidences to demonstrate that such an 
evaluation and assessment has been carried out. We shall be in position to comment upon 
the same once the process of assessment / evaluation of credit risk is completed.  

3. a) Details of Audit Qualification: 
For Financial assets for which loss allowance is measured using life time expected credit 
losses in the Financial Statements, the Company has represented that its customers have 
capacity to meet the obligations and therefore the risk of default is low. Further, 
management believes that the unimpaired amounts that are past due are still collectible 
in full, based on historical payment behaviour. However, an allowance for doubtful 
receivables of Rs. 196.65 Lakhs was recognised during the year ended 31-03-2019 (Rs. 
196.64 Lakhs for the previous year ended 31 March 2018) i.e., to the extent of 10% of 
the total outstanding of Rs.1966.40 Lakhs thereby making a total provision of Rs.393.29 
Lakhs i.e., 20% of total outstanding as on 31.03.2019 in respect of cases which are under 
litigation for recovery. The Company has not been able to demonstrate and produce any 
evidence that such cases were actually assessed/evaluated for ascertaining credit risk 
based on factors such as ageing of dues, specific credit circumstances, nature and credit 
worthiness of the customers as defined in the policy of the management for the purpose 
of creating allowance on such doubtful trade receivables due to expected credit loss in 
case of default. Therefore, we are unable to quantify the actual impact on the financial 
statements on account of further possible allowance on such doubtful trade receivables 
(which are under litigation for recovery) due to expected credit loss once such evaluation 
is done. 

 b) Type of Audit Qualification: Qualified Opinion 

 
c) Frequency of qualification: Appeared first time / repetitive / since how long continuing: 

Repeating since FY 2017-18 

 
d) For Audit Qualification(s) where the impact is quantified by the auditor, 

Management Views: NA 

 

e) For Audit Qualification(s) where the impact is not quantified by the auditor, 
Management Views: 
 
The counter party risk attached to the government entities (which account of nearly 88% 
of trade receivables) are insignificant.  
 
In respect of non-government controlled entities, the Company is in receipt of periodic 
payments even though there are delays in receipt in certain receivables. Therefore, in 
view of the management, these customers have the capacity to meet the obligations and 
the risk of default is low. The management believes that trade receivables that are past 
due are collectable in full based on historical payment behaviour (except for certain cases 
which are in the various stages of litigation and for which the provision for doubtful debt 
is being made on a systematic basis). 
 
The agreement with the Customers provide for legal recourse in case of delays in 
payment. The Company has initiated litigation proceedings in respect of four customers 
for a total outstanding amount of Rs.1966.40 Lakhs. As these cases are in the different 
stages at various Judicial Authorities, the final outcome of which is yet to be decided, as 
a precautionary measure, the Company has made provision for doubtful debts of 
Rs.393.29 Lakhs (20% of the total outstanding of Rs.1966.40 lakhs) till the current FY 
2018-19. 
 
Based on the future outcome of the litigations, the company shall make the 
provisions of the balance of these receivables, if required, in the forthcoming years 
on a systematic basis. 
 

 (i) Management's estimation on the impact of audit qualification: NA 

 
(ii) If management is unable to estimate the impact, reasons for the same: The litigation 

proceedings are in different stages and the outcome of which is yet to be decided. As a 



precautionary measure the company has made provision of doubtful debts of Rs 393.39 
lakhs till 2018-19. The company shall decide on the provision for the balance amount 
based on the outcome of the cases.  

 

(iii) Auditors' Comments on (i) or (ii) above: 
The company has not furnished any records or evidences to demonstrate that such an 
evaluation and assessment has been carried out. We shall be in position to comment upon 
the same once the process of assessment / evaluation of credit risk is completed.  
 

4. (i) Details of Audit Qualification: 

The company had deferred ‘Advertisement Expenses’ amounting Rs 4907.39 Lakhs in 
the previous years, from which it has charged an amount of Rs 619.89 Lakhs in the 
Statement of Profit & Loss for the year ended 31.03.2019 as Media Expenses. The 
company continues to defer and carry the balance amount of Rs 4287.50 Lakhs as 
Prepaid Expenditure shown under the head Other Current Assets in the Financial 
Statements contrary to the principles enunciated under Ind AS 38, “Intangible Assets” as 
per which such expenses should be charged to the Profit & Loss Account. 

 
b. 

Type of Audit Qualification : Qualified Opinion / Disclaimer of Opinion / Adverse 
Opinion 

 c. 
Frequency of qualification: Whether appeared first time / repetitive / since how long 
continuing 

    Repetitive since FY 2015-16. 

 
d For Audit Qualification(s) where the impact is quantified by the auditor, 

Management's Views: 

 

(i) EESL has a target to distribute 77 crores LED bulbs in entire country in 4 year 
commencing from the FY 2015-16 under the Energy Efficiency Programme (DELP/ 
UJALA) of Government of India. The programme cost per LED bulb is determined by 
regulatory commission and includes cost of procurement of LED bulbs, cost of 
distribution & awareness, return on equity, other financial cost and applicable taxes.  
EESL had incurred initially the substantial amount on advertisement/awareness ofDE 
LP/UJALA programme on national level as well as in the states to create awareness about 
the programme in the general public to encourage greater participation.  
The cost of awareness is approved by the regulatory commission and is part of the 
programme cost. As such the cost of awareness needs to be spread over the number of 
LED bulbs that are targeted to be distributed. 
 
Accordingly, in the annual accounts for FY 2018-19, only that part of awareness 
expenses which are in proportion to the actual numbers of bulb distributed for FY 2018-
19 vis-a-vis the total targeted LED bulb distribution at the beginning of the year are 
accounted for charging in the Statement of Profit & Loss and the balance amount is 
carried over for charging in the Statement of Profit & Loss of subsequent years on the 
basis of bulbs distribution in the subsequent years. 
 
Hence, the treatment made by EESL for carry forward of awareness expenses is in order 
and is disclosed in details under the notes to the financial statements. 

 e. For Audit Qualification(s) where the impact is not quantified by the auditor: NA 

 (i) Management's estimation on the impact of audit qualification:NA 

 (ii) If management is unable to estimate the impact, reasons for the same: NA 

 (iii) Auditors' Comments on (i) or (ii) above:NA 
5. a. Details of Audit Qualification: 

The company has entered into agreements with Municipal Corporation for replacement 
of old conventional streetlights with LED Energy efficient streetlights. The Company 
follows the practice to capitalize these assets in the books of accounts from the date of 
capitalization as indicated in the certificate issued by Municipal Corporation and the 
depreciation is charged accordingly from the date of capitalization which is inconsistent 



with the provisions of Ind AS 16 on Property Plant and Equipment wherein the projects 
need to be capitalized and depreciated when it is available for use.   
 
a)  In the current year the company has received certain completion certificates from the 
municipal corporation(s), wherein the completion dates mentioned in the certificate falls 
in the previous year. The company has capitalised these assets in the books of accounts 
from the completion dates as indicated in the certificates and has charged depreciation 
of Rs 2135.02 Lakhs on these assets in the Statement of Profit & Loss in current financial 
year which pertain to the previous year, which is inconsistent with the provisions of Ind 
AS 8 on ‘Accounting Policies, Change in Accounting Estimates and Errors’, wherein the 
Prior Period error has to be corrected by restating the comparative amounts. This has 
resulted in the understatement of Profit for the current year and overstatement of the 
profit for the previous year to that extent.  

b)Further, in the current year, the CWIP carries amounts pertaining to various projects 
which are under various stages of completion and have not been capitalised in the books 
of accounts due to non – receipt of completion certificates from Municipal Corporation, 
irrespective of the fact that the asset may be available for use. The impact of this cannot 
be ascertained by the company as it needs to carry out an exercise to ascertain the various 
projects where the asset is available for use but the completion certificate from the 
Municipal Corporation is pending.  

 b. 
Type of Audit Qualification : Qualified Opinion / Disclaimer of Opinion / Adverse 
Opinion 

 c. 
Frequency of qualification: Whether appeared first time / repetitive / since how long 
continuing 

    First time 

 

d For Audit Qualification(s) where the impact is quantified by the auditor, 
Management's Views: 
  
As per para 55 of Ind AS 16, ‘Property, Plant & Equipment’, depreciation of an asset 
begins when it is available for use, i.e. when it is in the location and condition necessary 
for it to be capable of operating in the manner intended by the Management. 
  
The management through various agreements has undertaken to provide energy 
efficiency services by installation/replacement of a definite number of lights in 
respective Urban Local Bodies (ULBs). Though the installations/replacements are being 
done in a progressive manner over a period of time, the basic intent of realising Energy 
Efficiency is met only when a sizeable number of lights are installed in the ULB. The 
agreement with customers provides for issuance of Certificate for Completion prior to 
the billing of revenue for the lights installed which are normally done in batches. 
Accordingly, the assets are available for the intended use i.e. attaining desired energy 
efficiency only when a sizeable number of lights are installed, verified and accordingly 
declared completed by the respective ULBs. The Company capitalises the project on the 
basis of completion certificate as it clarifies that the project have been implemented and 
is capable of operating in the manner intended by the Management. Accordingly, the 
Company charges the depreciation from the date of capitalisation. 
  
During the financial year 2018-19, EESL has received Completion Certificates issued by 
ULBs for certain lights declaring its completion from the dates falling in the previous 
financial years. 
  
Ind AS 8, ‘Accounting Policies, Changes in Accounting Estimates and Errors’, defines 
prior period errors as omissions from, and misstatements in, the entity’s financial 
statements for one or more prior periods arising from a failure to use, or misuse of, 
reliable information that was available when the financial statements for those period 



were approved for issue and could reasonably be expected to have been obtained and 
taken into account in the presentation of those financial statements. 
  
These completion certificates are issued by the Municipal Corporation after due 
satisfaction that work has completed in a timely and satisfactory manner. Since the 
completion certificates are issued by the Municipal Corporations in the current financial 
year, streetlights are capitalised during the current year with effect from date of 
completion declared in the certificate and depreciation of Rs 2135.02 Lakhs on these 
assets have been charged in the Statement of Profit & Loss in current financial year 
  
Accordingly, for the projects which are under progress, the Company is in the process of 
obtaining completion certificates from the Municipal Corporation and the Company shall 
capitalise these projects from the date of completion declared in the completion 
certificates. 

 
e. For Audit Qualification(s) where the impact is not quantified by the auditor: 

 Management's Views:  NA 

 (i) Management's estimation on the impact of audit qualification: NA 

 (ii) If management is unable to estimate the impact, reasons for the same: NA 

 (iii) Auditors' Comments on (i) or (ii) above:  NA 

     
          

Saurabh Kumar 
 

Sd/- 
Managing Director 
 

     
         

Seethapathy Chander 
 

Sd/- 
Director (Chairman Audit Committee) 
 

       

S Gopal 
 

Sd/- 
Director ( Commercial) & CFO 
 

   

M/s. K.K. Soni & Co. 
 

Sd/- 
Statutory Auditors 
 

Date:  
Place: New Delhi 
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