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Independent Auditor’s Review report to the Board of Directors of Ricoh India Limited

1. We were engaged to review the accompanying statement of unaudited financial results (‘the
statement’) of Ricoh India Limited (‘the Company’) for the quarter and six months ended 30
September 2016. The Statement has been prepared by the Company pursuant to Regulation 33 of
the Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015. This statement is the responsibility of the Company’s management and has
been approved by the Board of Directors. Our responsibility is to issue a report on the Statement
based on our review.

2. The financial results for the three months ended 30 June 2015 which are included in the
comparative results for the six months period ended 30 September 2015, set out in the
accompanying Statement were reviewed earlier by the then statutory auditors of the Company
whose report has been furnished to us.

We conducted our review in accordance with the Standard on Review Engagement (SRE) 2410,
“Review of Interim Financial Information performed by the Independent Auditor of the Entity™,
issued by the Institute of Chartered Accountants of India. This standard requires that we plan and
perform the review to obtain moderate assurance as to whether the statement is free of material
misstatement. A review is limited primarily to inquiries of Company personnel and analytical
procedures applied fo financial data and thus provides less assurance than an audit. We have not
performed an audit and accordingly, we do not express an audit opinion.

4. Tn view of irregularities and suspected fraudulent transactions noted during the year ended 31
March 2016, the Company carried out investigations. As a result of the investigations, the
Company recorded significant adjustments in its books of account during the year ended 31 March
2016. These primarily related to recognition of adjustments / transactions which had remained out
of books in earlier periods, disclosure of bank borrowings/ bills discounted, reversal of circular
sale and purchase transactions with certain parties with minimal value addition considered
fictitious by the management, correction of inventory values and provisions of receivable balances
considered doubtful of recovery.

(%]

The Company has also requested Securities Exchange Board of India (SEBI) to consider
conducting an investigation to ascertain if the impacted incorrect financial statements of the earlier
periods had any impact on the securities market and the investors, particularly under the Securities
and Exchange Board of India (Prohibition of Insider Trading) Regulations, 2015 and the Securities
and Exchange Board of India (Prohibition of Fraudulent and Unfair Trade Practices relating to the
Securities Market) Regulations, 2003.

We have made the necessary reporting to Central Government on 30 June 2016 of suspected
offence involving fraud being committed or having been committed as required by Rule 13(1)(ii)
of the Companies (Audit and Auditors) Rules, 2014 [as amended by the Companies (Audit and
Auditors) Amendment Rules, 2015].

In view of the fact that matters relating to abovementioned financial irregularities are sub judice
and investigations by regulatory authorities are yet to be completed, we are unable to comment on
the consequential impact, if any, on the financial results of the outcome of such investigations /
enquiry by law enforcement agencies and outcome of related litigation and claims.

Registered Office:

B S R & Co. (a partnership firm with Registration 5th Floor, Lodha Excelus
No. BA61223) converted into B S R & Co. LLP Apollo Mills Compound
(a Limited Liability Partnership with LLP Registration N.M. Joshi Marg, Mahalakshmi

No. AAB-8181) with effect from October 14, 2013 Mumbai - 400 011
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In relation to the financial results for the quarter and six months period ended 30 September 2016:

For most of the documents, originals were not made available for our review and hence we have
had to carry out our review procedures on photo copies of those documents, to the extent made
available to us.

In relation to revenue from operations, we were not able to complete our review procedures due to
non-availability of required information/ documentation/ satisfactory explanations for samples
selected. This includes non-availability of adequate supporting such as carriers’ receipts, proof of
delivery, customer acknowledgment etc.

In respect of revenue contracts entered into in previous accounting periods, due to non-availability
of complete documentation / sufficient information, the management has accounted for such
contracts on the basis of significant assumptions. Accordingly, in view of aforementioned
limitations, we are unable to comment on appropriateness of accounting of revenue recognized for
these contracts, completeness of provisions towards onerous contracts and evaluation of further
potential impact of the past irregularities on such contracts.

In respect of purchases of stock-in-trade (other than purchases from related parties), inventories
including changes in inventories of stock-in-trade, unexplained differences between books and
physical quantities, employee benefit expenses, other expenses and other income for the quarter
and six months period, we have not been provided complete information/ documentation/
satisfactory explanations, to the extent considered necessary, to establish that these expenses/
balances for the period end are reasonably stated.

During the year ended 31 March 2016, in respect of receivables for machines given on lease, we
were not able to complete our audit procedures due to non-availability of complete documentation
/ details e.g. absence of lease contracts, / details and reconciliation of amount collected till 31 March
2016 /amount due as at period-end and analysis of nature of lease such as operating lease vs finance
lease etc. Further, basis checking of limited number of samples made available to us during the year
end audit of 31 March 2016, we observed inaccuracies/ inconsistencies in details used for
computation of lease receivable as at period end such as fair value of lease, lease terms, computation
of interest rate implicit in the lease etc. No further information in respect of above has been provided
to us for the purpose of our review in the current quarter and six months period. In view of
abovementioned observations, we are unable to comment on the carrying value of lease receivables
balances and appropriateness of lease income recognised for the quarter and six months period
ended 30 September 2016.

For the year ended 31 March 2016, the Company had performed only a limited physical verification
of fixed assets and their reconciliation which resulted in a write off as well as recording of certain
fixed assets at zero value. As the management has not performed a complete physical verification
of fixed assets till date, we are unable to comment on the existence of such assets, consequential
adjustments, if any, to their carrying value and the impact thereof on the financial results.

During the audit for the year ended 31 March 2016, we were not able to complete our balance
confirmation procedures in relation to customers and vendors due to incomplete / incorrect
addresses resulting in non-delivery for balance confirmation letters for certain selected parties, non-
receipt of responses from most of the parties and unreconciled/ unexplained differences for
confirmations received. In view of the above and considering that further required information has
not been provided to us for the purpose of current quarter and six months period review and the
Company does not have adequate process in place to perform periodical reconciliation of balance
with customers and vendors, we are unable to comment on recoverability of account receivable
balances and advance given to suppliers and completeness of account payable balances and impact
of the same on results for the current quarter and six months period ended 30 September 2016.
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5.7 In respect of certain payable account balances such as Dealer deposits of Rs. 339 lacs as at 31

5.8

3.9

March 2016 (Rs. 343 lacs as at 30 September 2016), Provision for sales commission of Rs. 546 lacs
as at 31 March 2016 (Rs. 336 lacs as at 30 September 2016), Provision for dealer commission of
Rs. 730 lacs as at 31 March 2016 (Rs. 528 lacs as at 30 September 2016), and certain receivable
balances such as Security deposits of Rs. 6,897 lacs as at 31 March 2016 (Rs. 6,346 lacs as at 30
September 2016), Accrued revenue of Rs. 1,385 lacs as at 31 March 2016 (Rs. 1,495 lacs as at 30
September 2016), Deposit/ balance with excise and sales tax authorities of Rs. 2,510 lacs as at 31
March 2016 (Rs. 4,089 lacs as at 30 September 2016), Advance tax (Net of Provision for income
tax) of Rs. 776 lacs as at 31 March 2016 (Rs. 1,084 lacs as at 30 September 2016), we were not
able to complete our procedures due to non-availability of adequate information/ documentation/
satisfactory explanations during our audit for the year ended 31 March 2016. No further information
has been provided for the purpose of our review for the current quarter and six months period ended
30 September 2016. In view of the above, we are unable to comment on appropriateness of these
balances and consequential impact, if any, on the financial results.

There are a number of matters pending litigation. In view of the matters described above, we are
unable to state whether these financial results consider the complete impact of pending litigations
on the financial position of the Company.

The board of directors as a part of its notes for the quarter and six months ended 30 September 2015
had mentioned that the financial results for the aforesaid period did not reflect a true and fair view.
Consequently, the financial results for the quarter and six months ended 30 September 2016 are not
comparable to the corresponding previous period.

6. The Company’s net worth has been completely eroded by its accumulated losses as at the end of

the current period. However, in view of continued financial support, which is also evidenced by
significant capital infusion subsequent to the period end, from a fellow subsidiary (second largest
sharcholder), management is of the view that the Company shall be able to continue as a going
concern. Accordingly, the management considers it appropriate to prepare these financial results on
a going concern basis.

In view of our observations in paras 4 and 5 above, we are unable to determine the adjustments, ifany,
that are necessary in respect of the financial results of the Company.

Because of the very substantive nature and significance of the matters described in paragraphs 4 and 5
above and because of the limitation on work performed by us, we have not been able to obtain moderate
assurance as to whether the accompanying statement of unaudited financial results has been prepared
in accordance with the applicable accounting standards and other recognized accounting practices and
policies or that the unaudited financial results are free of material misstatement or state whether the
unaudited financial results are presented in accordance with the requirements of Regulation 33 of the
Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015.

For BSR & Co. LLP
Chartered Accountants
Firm registration number: 101248W/W-100022

o™

Gikram Advani
Partner
Membership Number: 091765

Place: New Delhi
Date: 12 December 2016
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Notes to the accounts

11

Subject to the matters below the financial results of Ricoh India Limited (‘the Company’) have been
prepared in accordance with the Generally Accepted Accounting Principles in India, the Accounting
Standards specified under section 133 of the Companies Act 2013 (‘the Act’) read with Rule 7 of the
Companies (Accounts) Rules 2014 and the relevant provisions of the Act.

Going concern

2.

As at 30 September 2016 the accounts show a deficiency of net assets of Rs. 113,202 Lacs. The
Directors consider the preparation of the financial results on a going concern basis as appropriate, as
they have received a letter of support from the parent company (Ricoh Company Limited) that it shall
provide support through the availability of funds, or such other support as may be required by the
Company, for the 12 months from the date of filing these accounts to enable the Company to pay off its
debts as and when they fall due. This is evident from the capital infusion (see note 7) of Rs. 112,300
Lacs by NRG Group Limited (the second largest sharcholder and Co-Promoter).

Background

3

The Company in compliance with the provisions of the Act, appointed B S R & Co., LLP, Chartered
Accountants as the statutory auditors of the Company on 24 September, 2015. In compliance with the
provisions of Regulation 33 of the SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015 (“Listing Regulations™), the Company prepared its financial results for quarter and
half year ended 30 September, 2015, The statutory auditors as part of limited review process for the
above quarter raised various suspicions with respect to certain transactions between the Company and
certain of its customers and vendors.

On 14 November, 2015 the statutory auditors met the Audit Committee of the Company (*Audit
Committee™) and communicated their observations to the Audit Committee. To seek to expedite the
filing of the financial results with the BSE Limited in accordance with the Listing Regulations, the
Audit Committee decided to engage the services of S.S. Kothari & Mehta, Chartered Accountants
(“SSKM™) to conduct another review of the financial statements on an agreed upon procedure basis.
SSKM submitted its report to the Audit Committee and Board of Directors on 2 February 2016 (“SSKM
Report™). However, the statutory auditors did not agree to the scope of the agreed upon procedures and
hence no progress was made.

Following the concerns raised by the statutory auditors, the Audit Committee in order to better
understand certain areas where the statutory auditors had raised concerns decided to appoint Shardul
Amarchand Mangaldas & Co., Advocates & Solicitors (“SAM”) who in fturn appointed
PricewaterhouseCoopers Private Limited, India (“PwC”) to conduct an independent investigation into
the concerns raised.

PwC issued a ‘Report on Preliminary Findings® (“Preliminary Report”) dated 20 April 2016. From this

" Preliminary Report it was apparent that the concerns identified and the consequent falsification of the

accounts comprised the following areas: Out of book adjustments; Revenue recognition issues; Suspect
transactions and Personal type expenditure.

Upon receipt of the Preliminary Report, the Company made disclosures and filings with various
regulatory authorities including the BSE Limited, The Securities & Exchange Board of India (“SEBI”),
Ministry of Corporate Affairs (“MCA™) and also filed a criminal complaint with the Delhi Police to
investigate into the suspected wrongdoings.

On 18 May, 2016, the Company published its financial results for the quarter and half year ended 30
September 2015. In the disclosures accompanying the financial results, the Board of Directors stated
that the financial results did not represent a true and fair view of the state of affairs of the Company and
the reasons thereof. The statutory auditors did not provide an opinion in their limited review report.

The Company, with the support of the Audit Committee and the Board of Directors, continued to
address the concerns raised in the financial vesults for the quarter and half year ended
30 September 2015. It was recognised that the Company was falling further behind in filings. With the

L
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quarter ended 30 September 2015 accounts only being finalised for filing in May 2016, and with the
inability of the Board of Directors to approve these accounts without significant caveats and concerns,
they realised the need for a change in process. Moreover, given the passage of time and the potential
losses in the accounts it was concluded that there was an urgent need to obtain up to date reliable
financial statements which would be of value to all stakeholders.

It was recognised that many of the matters identified in the Preliminary Report could best be addressed
by a team with Ricoh specific knowledge, engaging PwC where appropriate, so that efficiency and
effectiveness was achieved. It was therefore concluded that an internal investigation (staffed and led
independently of Ricoh India Limited) could be used to complete certain of the activities.

The Company also realised that having already filed a complaint with the Delhi Police against the
suspected wrongdoers (whether known or unknown) who were already investigating the matter; the
investigation with regard to the individual culpability of the alleged wrongdoers should be best left to
regulatory authorities and the Company should focus on restoration of the economic value of the
shareholders and producing reliable financial results.

Accordingly, in early June 2016 a team comprising various Ricoh group representatives, all of whom
were independent of Ricoh India Limited, was established to continue the investigations alongside PwC.

On 19 July 2016 the internal investigation team and the Company presented the estimated unaudited
loss for the year ended 31 March 2016 of Rs.112,300 Lacs to the Audit Committee. This estimated
result was approved and filed with BSE.

On 19 July 2016 the Promoter, Ricoh Company Limited filed a petition with the Hon’ble National
Company Law Tribunal (“NCLT”) seeking various reliefs but in particular the recapitalisation of the
Company.

On 24 August 2016 the NCLT issued an Order granting the cancellation of the shares of either Ricoh
Company Limited, or the Co-Promoter NRG Group Limited, and the preferential issue of the same
number of shares for an amount equivalent to the estimated unaudited loss announced on 19 July 2016
ie Rs.112,300 Lacs.

On 14 October 2016 an Extraordinary General Meeting was held that approved the recapitalisation by
way of cancellation of the shares of NRG Group Limited and preferential issue of the same number of
shares to NRG Group Limited. On 15 October 2016 the Board of Directors approved the cancellation,
issue and allotment for the consideration of Rs.112,300 Lacs.

On 17 November 2016 PwC presented their final report (*the PwC Report™) and the independent
investigation team presented their findings to the Audit Committee.

On 18 November 2016 the results along with the auditor’s report for the quarter ended 31 December
20135 and the quarter and year ended 31 March 2016 were approved and filed,

The auditors issued a disclaimer of opinion on the balance sheet at 31 March 2016. The Company
sought to satisfy the auditors that the balance sheet represented a true and fair view but were unable to
do so. The Directors filed the appropriate statement with the BSE Limited that there was no difference
between the results reported and the results with the impact of the disclaimer of opinion. On the basis of
the matter detailed above, and on the basis of the investigations carried out by PwC and the independent
investigation team, and based on the information available to the directors, the Directors confirmed their
belief that the balance sheet as at 31 March 2016 materially represented a true and fair view and would
form the basis for future reporting.

On 22 November 2016, the BSE listed an appeal to the National Company Law Appellate Tribunal that
the Company under the direction of the NCLT had not, infer alia, followed the appropriate legal
procedures regarding the recapitalisation. The Company is contesting the appeal with the support of its
lawyers. The appeal will be heard on 14 December 2016.

On 12 December 2016 the results along with the auditor’s report for the quarter ended 30 June 2016 and

the quarter and half year ended 30 September 2016 were approved and filed. The auditors have again

disclaimed from an opinion in their limited review report. The Directors have confirmed their belief that/

the results for both the aforementioned periods materially represent a true and fair view. The Directori }
o
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have addressed the contents of the auditors’ report for the year ended 31 March 2016 in the Directors’
Report included in the Annual Report for 2015 -16 and there are no new matters raised in the audtiors’
report for the current period and hence no further updates to provide in this regard.

Basis of preparation

4, As a result of the investigations and the matters identified, the Company concluded that it was
impractical because of limitations in the available documentation, the inability to conclude on the nature
of certain transactions, and due to time and cost, to seek approval to restate all financial periods up to
31 March 2016 during which the falsification of accounts had taken place.

Hence, the Company reported the final loss for the quarter and year ended 31 March 2016 and
separately identified, where possible, the loss relating to previous periods. Given the nature of the
falsification of accounts it was not possible to fully allocate the falsifications or errors since to do so
would require significant assumptions that would be subjective.

In order to ensure that the Company can measure its operating performance the Company has, insofar as

possible, restated the results for the quarters ended 31 March 2016 and 31 December 2015. This
proforma normalised data is unaudited but is prepared on the basis of consistent accounting policies.

The loss for the quarter ended 30 September 2016 and the previous three quarters

(Amount in Rs. Lacs)

Proforma unaudited data
Quarter ended
30 September | 30 June 31 March | 31 December
2016 2016 2016 2015%*
ok

Revenue from operations 27,335 22,276 14,720 44,355
Other income 691 406 596 1,387
Operating loss before interest (3,817) (5,059) (12,250) (7,903)
Interest 4,918 4,494 5,559 3,301
Loss before tax and exceptional items (8,733) (9,553) (17,809) (11,204)

** normalised to exclude impacts of falsification and errors

Other matters

5. Segment reporting.

The Company has previously disclosed segments comprising the sale of goods and the delivery of
services. The Board of Directors consider that at the current time this does not represent the business
since the sale of goods is usually an integral part of the delivery of services whether it be by way of
Ricoh product or third party product. The Board of Directors also consider that the delivery of IT
services is an adjacent activity that extends the Company’s integrated offering to customers.

In view of the above factors the Directors therefore regard the business as a single business segment.
6. Ratios have been computed as follows:
Debt equity ratio = Total debt/net worth

Interest service coverage ratio = earnings before interest & tax/interest expense
Debt Service coverage ratio = earnings before interest & tax/interest expense & principal payments

made during the year on long term loans Z/
/
\

\




Post balance sheet event

7. In accordance with the Petition of Ricoh Company Limited of 19 July 2016 and the Order of the NCLT
of 24 August 2016, and as approve:d b, the Extraordinary General Meeting on 14 October 2016, on 15
October 2016 the Board of Directors approved the cancellation of the existing 10, 959,792 ordinary
shares of R 10 each held by NRG Group Limited and the preferential issue and allotment of 10,959,792
ordinary shares of R 10 each at a premium of R 1,014.65 for a total capital infusion of Rs.112,300 Lacs.
This capital infusion has been used to reduce bank borrowings.

As a result of the falsification of accounts referred to above, the Company is working with a number of
regulatory authorities. The Company has no reason to believe that any liabilities will arise out of its
cooperation with any investigation by such authorities and hence no provision is included in the accounts
at 30 September 2016.

For and 9\11 behalf of the Board of Ricoh India Limited

J /'z
T Raj an
Place: New Delhi Managing Director & CEO
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