
Annexure to Form A dated 18-01-2016

M/s. Varma & Varma, Chartered Accountants, Chennai, auditors of the Company have
emphasized in their report the following.

Quote:

Emphasis of Matter

I. We draw attention to Note No.9.7 As stated the) ein, the management expects
the value in use, based on estimated future cash flows, for the Intellectual
Property rights amounting to Rs. 5,49,76,881/- carried in the books as Intangible
Asset to be not less than its carrying amount. Hence, no adjustment for
impairment is made in the books of account. The pattern/quantum of the cash
flows would, however, depend upon crystallization- of enquiries received by the
company.

II. Also, as stated in Note No.4.1, the Company has suffered cash loss from its
operations during the year. The Net Worth of the Company has been fully eroded
as at the Balance Sheet date. The Current Liabilities as at the year end exceeds
the Current Assets by RS.1,46,71,391/- . This, read with the matters stated in
para (i) above, raises serious doubt about the ability of the Company to continue
as a going concern.

III. Attention is invited to Note No.21.8. As stated therein, the proposal of merger of
the holding Company with the Company we.f. 1st April, 2014(ApPointed Date) is
pending before the Stock Exchange, and hence no adjustments have been made
in the Accounts towards the same.

Unquote:

Our opinion is not qualified in the above matters.

The Board of Directors would like to clarify as below regarding "emphasis matter"
expressed by the auditors in their report annexed along with this Annual Report.

1. The Company continued to incur losses during the period under review, due to
various reasons like lack of viable service orders, interest cost on the borrowings
made for investments in fixed assets and delays ill monetizing the assets due to
market slow down for animated content. The management is confident of
sustaining the operations and recovering the investments made in the business.

2. The promoters have lent funds to sustain the operations during the years, the
Company incurred losses. These amount have been shown under current
liabilities and hence the mismatch between current assets and current liabilities.
The holding company has already converted Rs.5 Cr out of these funds into
cumulative preference shares to strengthen the equity base of the company and
also to improve the current ratio.

Further, the promoters have proposed to merge the holding company M/s. Accel
Limited with the company under a scheme of arrangement of amalgamation.

3. The company is taking adequate steps to liquidate certain real estate assets
owned by the company to reduce the bank liabilities.



4. The management is committed to grow the media business and also venture into
new business. and is confident of carrying on the business as a going concern
basis and would bring in necessary support to the extent possible as and when

required.

5. The company had availed an asset backed loan for Rs.7.67 crores from a bank
which is payable of a period 83 month and hence long term is nature. The long
term assets were acquired / developed out of funds infused by the promoter

companies.

The management is confident that it will be able to realize the tntanqible assets and with
the support of the holding company and also as explainerlin the notes to accounts and
also explained above, will continue to operate as a gOing-concern.
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